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Agenda

= Demographic trends

» Global Trends and Challenges

= Policy Structuring

¢ = The Balance Sheet

= Policy elements

» Changes to weather the recession

= \What's ahead?

= Questions
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This presentation draws on three
ORC surveys and a P-E Africa survey

Worldwide Survey of
International
Assignment Policies
and Practices 2008

* 930 multinational organizations
participated

* Representingalmost 200,000
expatriates

Dual-Career & Inter-
national Assignment
Survey 2008

167 multinationals participated
Representing almost 50,000
expatriates

Wide range of industries

All global regions represented

Cost Savings
Initiatives Flash
Survey 2009 & 2010

* 197 multinational organizations
participated

* Representing average of 245
expatriates per company

P-E Expatriate
Compensation
Survey 2009

* 197 multinational organizations
participated

* Representing average of 245
expatriates per company




DEMOGRAPHIC TRENDS
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Growth of the Expatriate Population
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Growth of International Assignee

population
190 167

28 108 28 105

Worldwide North America EMEA Asia Pacific
m 1998 m 2008

I
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The most popular assignee
destinations

Eastern
Europe

Western 10,583
Europe
l 38,937 )
Middle

United States

25,375 East

7,470

" Latin
America
28,028

Average number of

Australia
assignees per participating “& NZ
organisation:

3,134

2




ORC WORLDWIDE #

e A IR

The highest growth is in the emerging
markets

28 028

Africa Middle East Eastern Europe China
= 1998 m2008

I
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Duration of assignments™®

93% 92%

Up to 5 years

Up to 3 years

1998 2008




ORC WORLDWIDE #

Pattern of assignments

6%
4% 4%

2% 4o 2% 2% 2%
- I
Up to 1 year Up to 2 years Up to 3 years Up to 5 years Over 5 years Indefinite

® Worldwide ®mEMEA ®m Americas

_ Copyright®2009,0RCWordwide
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Assignee demographics

Companies

86% State one-time out and back assignments are still the most popular
52% See no marked change in assignment duration

28% Are using shorter assignments

Assignees

88% Are male. There are fewer female assignees than in the past

33% Are 35 or younger
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Key Challenges

Localisation:
When and how

Providing
flexible
pay options

Compensation
challenges:

* Highly mobile
* Assignees from less-

developed countries

Managing
through the

Assignees

concerns about:
« Dual-career issues

* Work-life balance

+ Family life

recession

Integrating talent
management
effectively



ORC vorowipe-

Dealing with greater diversity

* Increasing numbers of women expatriates
LEEI RN » Assignees from developing nations
* The highly mobile

Wide range of destinations

LBl . Hardship and security issues

Localised and permanent
Long-term assignments
Short-term assignments
Commuter

Rotational
Developmental

Extended business trips

Assignment types
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This could be incorporated
elsewhere either in the

Future slide or in the Key
Also, might be good to get
some African challenges from
Barbara for this section!

Increasing use

Increasing use Interest in
of multi-tier
policies

of Expat Light flexible pay
and Local Plus options

« By assignment type
* By business unit
* Regional

Employee choice
Management
discretion

In Asia and the Middle
East (mainly UAE)




POLICY TRENDS
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Single and tiered policy approaches

Single Policy Reasons for policy variations

57%

55%

7% 16%

15% 149, 15%

Single global Location Other criteria Job level Type Purpose
assignment policy (eg. regional) (eg. early career) (eg. virtual) (eg. skills gap)

® \Worldwide ®m EMEA
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Assignment type decision tree

Is the employee expected to move their main residence to the host location?

How long is the employee required
to work in the host location?

Permanently 1to 5 years Up to 1 year 3-12 months Up to 3 months

Permanent Long-term Short-Term Extended
. ] ! Commuter i
Relocation Assignment Assignment Business Travel
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Example policy matrix

Assignment type

Base Salary
Bonus/Incentive/LTI
SS & Pension

Hypo Tax

Tax Services
Healthcare

Housing Allowance
Schooling

Hardship Allowance
COLA

Home Leave

Mobility Premium

Relocation Allowance

Spousal Support

Company Car

Permanent Extended Business
: Long-term Short-Term Commuter

Relocation Travel

New host salary Homessalary Home ssalary Home ssalary Home salary

New host approach Home approach Home approach Home approach Home approach

Host country plan

Home country plan

Home country plan

Home country plan

Home country plan

Tax equalised

Tax equalised

Tax equalised

Tax equalised

Arrival briefing

Provided

Provided

Provided

Provided

According to host policy

International plan

International plan

Home plan

Home plan

Moderate

Furnished
accommodation

Hotel or serviced
apartment

Hotel or serviced
apartment

Basic tuition

Yes, where applicable

EPI

Short Term Allowance

Business Travel per diem

Business Travel per diem

One per year

Every 3 months

Annual lump sum

According to host policy

hyS Y2y (KQJ

Immigration support

Standard allowance

According to host policy

According to IA policy




THE BALANCE SHEET
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The home base balance sheet is the
most common

Higher of home or host

Host Plus
Other

Home Plus
Host pay system

In Africa, there is a
50/50 split between
those who use a
home salary
approach and those
who use a host
salary approach

Headquarters-based

Home Base Balance Sheet

Worldwide EMEA
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Income ]
Taxes Premium

Income Income

Housing

Goods &
Goods & Services Goods & Goods &
Services Services Services
Reserve Reserve Reserve Reserve
Home country Costin Assignment Homei Country
Salary Assignment Location Equivalent
Location Costs Paid by Purchasing

Company Power
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The Balance Sheet Key Objectives

= Based on logical and defensible criteria
= Expatriates kept on the home pay and benefits

= Uses allowances and differentials to maintain home equity
with:
 Goods and services
* Housing
* Income tax
= Expatriates neither gain nor lose
= Encourages mobility
= Administratively simple
* Incentives are typically paid
* Premiums
 Hardship
« Other allowances

_ Copyright©2004, ORCWorldwide o
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The balance sheet is favoured
in most circumstances

Use of

Type of assignment balance sheet

Senior Management 4%

Early career/trainee 64 %




POLICY ELEMENTS
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Foreign Service Incentives

* |s there a need to incentivise employees?

* 64% currently provide mobility premiums whereas
78% did so in 1998

= Premium is typically 10% of salary
= Lump sum versus on-going payment

= Reduction or phasing out of premiums
» Early career expatriates
* Regional transfers
« Expat lite

= 23% of companies apply a cap

_ Copyright®2009,0RCWorldwide
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Mobility premium provision globally

Percentage of
base salary
44%

Amount
based upon
job grade,
family size, or
host location
9%

In Africa, 43%
pay a mobility

premium, up
from 36% in
2005

Lump sum at
the start/end
of assignment

7%
_ _ Performance-
No incentive based
payments premium

38% 2%

I



ORC WORLDWIDE #

A substantial majority of companies
pay a hardship allowance

Allowances range up to 35% of base pay

25% of companies apply a cap

= Rest and relaxation leave dependent on hardship
rating

= Half of participants have expatriates in dangerous
locations, but only 8% pay danger pay

A mobility premium that takes account of the degree
of hardship is most common in Europe (19%)

72% use data providerso r
determine allowances

22% pay different allowance based on nationality

In Africa, 82% pay a hardship allowance*

* Source: P-E Expatriate Compensation Survey November 2009

 Copynghtozoos ORCWordwde -«
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nces (COLA)

_ o it-of-living allowance
based on home-country living standards

- Typically the allowance is based on an index that
compares costs between the home and the host
country

+ Over 50% of companies use some form
of cost-effective COLA i remove items already

provided
- Almost 80% of African companies apply COLA*

* Source: P-E Expatriate Compensation Survey November 2009

 copyignozoos,orcworiwice 1
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Use of different goods & services
indices

International

Efficient purchaser modified

Expatriate modified

Efficient purchaser

Expatriate

Worldwide EMEA

e
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Expatriate and EPl comparison
Based upon a salary of GBP50,000 and a family of three

EPI Difference
FX Expatriate Differential Differential (company
Rate Index GBP EPI GBP gain) GBP

1.4546 3,290 (603)

1.4546 5,885 2,217

1.8216 (1,032) (2,524)

3.0258 71 (1,859)

196.8505 7,683
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Deduction of a Negative Index

Apply a
negative index

Take no action

Worldwide EMEA

I
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Tax equalisation approach is applied by over 80%
Elements most commonly included in hypothetical
tax calculations:
Base salary (99%)
Bonus (79%)
Incentive compensation (61%)
Some assignment-related items are
increasingly subject to hypothetical tax:
* Mobility premium
 Hardship allowance

 Home leave

The majority retain expatriates in the home country
social security and health care schemes where

possible
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Contribution to Housing 0 home norm

Employee
contribution
to housing

Free housing

Asia Pacific EMEA North America

I
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Host country accommodation

ele Africa 2005 2009

Partly furnished accommodation | 30% 50%

Basic accommodation 10% 20%

Actual foreign- Housing Varies by Actual foreign-
housing cost, with allowance location housing cost,
limitations without limitations

® Worldwide = EMEA
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Assistance provided for school tuition
fees worldwide

80%

97% 98%
91%
45%
40%
6%
Preschool Kindergarten Primary Secondary University

(2-5 years old) (4-6 years old)
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International Assignment Travel

48%

Amongst African
companies, 71%
provide economy,
but 29% provide

business class
travel for some
levels

6% 6%

First class Business class Economy class Economy class Cheapest
upgraded for available
longer flights

® Senior Management = Other employees

. JJ
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Fewer organisations are providing
financial assistance to partners

91% In Africa, 33%
compensate
spouses for loss
of income

No financial One-time Annual One-time Annual
payment reimbursement reimbursement lump sum lump sum
up to limit up to limit without receipts  without receipts

2005 =2008

Source: ORC 2008 Dual Career and International Assignments Survey

_ Copyright®2009, ORCWorldwide
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The amount of financial assistance
is also generally declining

2005 2008
usD USsD

$

Annual reimbursement up to limit 6,228 @ 5,745

1

Annual lump sum without receipts 4,471 @ 3,305

Source: ORC 2008 Dual Career and International Assignments Survey
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Pre-assignment trips

53%

In Africa, 87% provide a
pre-assignment visit,
and the same number
include the spouse.

These figures are
comparable to those for
the EMEA region in
ORCOGs survey

Expatriate Only Expatriate and Expatriate, Spouse Not Provision
Spouse Only and Family

® Worldwide mEMEA

o
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= Travel/Leave: Less use of business class
travel in Europe

= Relocation Allowance : Typical level
around $5,000

= Club Membership now rarely provided

= Transportation Allowance:
Fewer companies automatically provide
a car in the host location

* 45% in 2002
« 37% in 2008
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Localising international assignees

Localisation Timeframe Localisation Policies

48% In Africa 53%

of companies
have a
localisation

policy

14%

11%

. LlG%

Donot localise  Ona case-by- After5years After 3-4 years No localization ~ Formal policy Localizes Informal policy
assignees case basis policy employees on an
ad hoc basis
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Employment on repatriation

46% 46%

Just 13% of
African companies
guarantee

employment on
repatriation

Employment Dependant No guarantee
at same level on availability

®m Worldwide ® EMEA

o



RESPONDING TO THE
GLOBAL RECESSION
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Changes to assignee populations
forecast for 2010

No change
Decreasing use

Increasing use

Short-term Assignees Long-Term Assignees Permanent International Transfers

I
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e g o = e el

Key cost-saving trends in the current
economic climate”*

Top Five Initiatives Other initiatives

Reduction of non-essential Tiered policies for different
business travel assignment types

Localisation of expatriates Less costly housing policies
Vendor and cost review Home leave policy modification

Reduction in the overall number
of expatriates

Short-term assignees and
commuters instead of long-term
assignees

* ORC Cost Savings Initiatives Survey February 2009
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Initiatives implemented by European
companies in 2010

Implementing assignment
cost projections

Tighter control of policy exceptions

Modifying class of airfare for trips

Reviewing need for individual
assignments more closely

Implementing cost effective COLAs

Implementing policies for different
assignment types

Moving to tax equalization policies

I <
I
I
I ¢
I s
o

I 25
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Survey data shows an increase in cost
savings initiatives since July 2009

Implementing cost projections — 1%
Tighter control of policy exceptions 65%
Reviewing the need for each 64%

assignment more closely

Increasing the use of local employees

Reviewing relocation vendors and costs

Localizing expatriates

mFeb-10 m Jul-09
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Initiatives considered the most
effective are applied less often

Reducing incentive premiums
Reducing hardship premiums

Eliminating incentive premiums

Repatriating expatriates earlier than
planned

Moving from tax protection policies to tax
equalization policies

Reviewing relocation vendors and costs

Implementing
policies for different assignment types

Modifying class of airfare for trips

Implementing cost effective COLAs

Eliminating home-country housing sale or
rental support assistance

Effective or
very effective

100%

100%

100%

100%

Implementing or in
progress

24%

51%

48%

45%

46%
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Other opportunities for cost-savings

Programme = Approval process to ensure the right people are sent
= Alternative assignment types: short-term, commuter or virtual
Review assignment administration processes

Manage vendors/service providers
Compensation Apply salary caps to manage costs

Limit or discontinue premiums

Housing Apply home housing norms

Review host housing approach

Education Use free state education where suitable and available




WHATOGS AHEADeEe
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Predicting Gl obal Mo b I
ORC sees a greater focus on:

= Strategic reasons for using expatriates
« Better governance
» Better management/less exceptions
» Better management of success of expatriate programme

= Cost management

= Greater use of multiple assignment types i pay
according to value
« Multi-tier policies
= Global vendor selection

e e S e
S Y e [

t



- --\..-..-\...-._ .
e R e e -.Eﬂ'-!-l-'-r—--ﬂ-.

ff



mailto:siobhan.cummins@orcww.com
mailto:siobhan.cummins@orcww.com
mailto:siobhan.cummins@orcww.com
mailto:siobhan.cummins@orcww.com
mailto:siobhan.cummins@orcww.com
mailto:siobhan.cummins@orcww.com

