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Investment New Zealand will combine
your investment ambitions and the
New Zealand advantage in ways that
enable everyone to profit

Through Investment New Zealand, both on-shore and off-shore, combined
with its extended network of foreign affairs and trade posts around the
world, you can discover the most appropriate places to invest in order

to succeed in New Zealand.

Specialist Investment Managers are available to provide specific advice in
the business areas that interest you. They can help you to understand your
business in a New Zealand context, and work with you towards identifying
and implementing a successful investment strategy. Their contact details
are available at the back of this document.

Please read on for more detail. Investment New Zealand looks forward
to working with interested international investors and companies.

Investment New Zealand is the government’s national investment
promotion agency. It is responsible for facilitating Foreign Direct
Investment (FDI) into the country, actively assisting overseas
companies and investors to relocate businesses and/or establish
Greenfield operations in New Zealand.
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Liability While care has been used in preparing this information, Investment New Zealand gives no
warranty that the information supplied is free from error. Investment New Zealand shall not be liable
for any loss suffered through the use, directly or indirectly, of any information, product or service.

© Copyright reserved, 2003, Investment New Zealand

Information from this document may be freely used, reproduced or quoted unless the information
is identified as being the copyright of a third party. In all cases, Investment New Zealand must be
acknowledged as the source.
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Welcome

New Zealand has much to offer the international investor and
businessperson looking for their next opportunity to establish themselves in
a new and exciting market that provides competitive advantages over the
alternatives. New Zealand welcomes Foreign Direct Investment from the
international community recognising the important role it has to play in
fuelling the development of a knowledge-based economy.

Forms of investment that are encouraged include those that result
in the creation of new ventures, the relocation of existing operations
from elsewhere, and strategic partnerships and joint ventures with
New Zealand companies.

Among some of the reasons why international investors and
businesspersons should be looking to New Zealand as their next investment
destination include:

« Aflexible and deregulated labour force
A highly educated and multi-skilled workforce
Property costs that are amongst the most competitive in the Pacific
Unencumbered free movement of capital

A simple tax system with a corporate tax rate of just 33 per cent and
minimal, and in most instances zero, capital gains tax

Overall tax, paid by international companies in New Zealand, optimised
by international tax agreements

100 per cent tax deductibility for Research and Development

< One of the lowest average tariff rates in the world

This document sets out what New Zealand has to offer foreign companies
looking to invest and/or locate in the country and how Investment
New Zealand can assist them in implementing such strategies.*

* All monetary values have been expressed in either New Zealand or US Dollars and in the case of the latter
based on an Exchange Rate of 0.5084, which represents the average NZD/USD exchange rate over the six-
month period from 1 September 2002 to 28 February 2003.
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Information and communication technology (ICT)

New Zealand has a highly active ICT industry, which offers enormous
opportunities for research, development and commercial collaboration.

A choice of telecommunications providers aligned with international
companies, high capacity fibre optic communication links supporting
national and international gateways, and a highly competitive,
deregulated market provide a compelling case to international players
looking for a cost-competitive base from which to research, develop and
launch new products.

A skilled workforce fed by a wealth of talent coming through the country’s
tertiary institutions, combined with a technology-literate society that
adopts new technologies quickly, provides local ICT participants across the
sectors of creative technology, security, healthcare and utilities software,
and wireless/mobile devices, an environment in which to succeed.
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Biotechnology

New Zealand’s rapidly developing biotechnology sector is based around

a unique combination of traditional excellence in biological research, which
supports the continuing success of agricultural-based export industries,
and centres for medical research established in the country

by new drug discovery companies.

New Zealand enjoys world-class status and low cost Research and
Development in the fields of agriculture, animal health, forestry, wine, and
human nutraceuticals and pharmaceutical medical research.

This is further supported by the highest available Category 1 status
assigned by the European Union to indicate that the risk of BSE and other
similar animal transmittable diseases is so low it is considered
insignificant. This rating, together with extremely rigorous border
controls, makes New Zealand the premier location for the supply of
animal-sourced biological materials and environmentally driven
natural products sold over-the-counter (OTC) or as intermediates in
pharmaceutical manufacture. Those who choose to locate their
biotechnology operations in New Zealand can achieve significant cost
savings, more than 50 per cent in some instances, relative to similar
facilities in Europe and the US. This cost advantage is marked for

all areas of research including clinical studies.
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Screen production

New Zealand’s creative sector is built on the work of independent and
innovative individuals with the breadth and depth of technical mastery
and talent capable of projects ranging from two-minute commercials
to multi-million dollar epics.

Filming in New Zealand has taken place from one end of the country
to the other, making best use of the spectacular diversity in landscape
and talent.

Alongside feature film production, New Zealand is a significant force in

TV series and commercials, special effects and post-production facilities
and expertise, with more and more studios around the world looking to work
and collaborate with the country’s ever increasing stock of world-class
producers, directors and actors.

Specialised manufacturing

New Zealand’s specialised manufacturing sector covers areas as diverse
as the design and construction of Superyachts to that of integrated
temperature control systems for global food-processing companies; from
rapid prototyping of complex castings to machines that produce semi-
conductors for international companies like Intel.

New Zealand’s specialised manufacturers are renowned for having the
ability to move quickly to meet new, changed or emerging market demands
and unlike many of their international competitors can re-tool both quickly
and economically. Specialised manufacturers located in New Zealand are
ideal test beds for new and innovative developments.

Investment @

NEW ZEALAND



Wood processing

New Zealand forestry products have made their mark in the Australian,
Japanese and Korean markets and some of North America’s biggest forestry
companies have already seized and benefited from the opportunities
available in the country.

New Zealand offers softwood-processing investors a commercially
competitive location based on a quick-rotation plantation resource that
is superbly researched, rapidly expanding and environmentally certified.
The country’s forestry and softwood-processing industry is supported by
a modern and efficient infrastructure, established relationships with
Asia Pacific regional markets and an active joint government/industry
development strategy.

Domestic restructuring and rationalisation add to the industry’s
potential to develop into a location of internationally competitive forest
product manufacturing.

Contact centres

New Zealand is an ideal location to service customers based in the

US’s western states, Europe, the Pacific and Australia. The New Zealand
advantage includes an untapped pool of Asian and European language
speakers, a genuinely service-orientated culture and a high quality,
cost-effective labour force, all operating from an advantageous time zone.

The country has developed a sophisticated e-literate business and
consumer environment, which attests to its preparedness to handle
new ways of electronic trading and processing systems and methods.
A full range of contact centre hardware and software is available in
New Zealand and provides international businesses with the tools and
capability to manage, service and maintain client relationships both
effectively and efficiently at a competitive cost.
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New Zealand provides a positive operating environment where international
investors and businesses can develop and tap into forward-thinking ideas,
creative intellect and high-value specialisation.

Locating a business here, and/or partnering with a New Zealand
organisation, opens up the opportunity to develop ideas, concepts and
technologies that exploit sustainable competitive advantages existing
in this country.

Business advantages

The business advantages of investing in New Zealand include
the following:

A SIMPLER TAX SYSTEM

Some of the important features of the New Zealand tax system and
policy environment are:

= No capital gains tax
< No employee payroll tax
< No social security tax

All companies, whether resident or non-resident, are taxed at the same rate
of 33 per cent. The New Zealand subsidiary of a non-resident company is
taxed at 33 per cent on its worldwide income. Distributions from the
subsidiary to its parent company are also subject to non-resident
withholding tax (NRWT). The Inland Revenue Department (IRD) collects

and administers taxes and duties for the government (www.ird.govt.nz).

New Zealand’s indirect (or ‘consumption’) tax is a Goods and Services
Tax at 12.5 per cent, payable by the final consumer of goods and services.
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TAXATION ON A PERSONAL LEVEL:
= 33 per cent on income above NZD38K (USD19.3K) per annum

= 39 per cent on that portion of annual income in excess of NZD60K
(USD30.5K) per annum

There are no death duties, nor an inheritance tax

ACCIDENT COMPENSATION LEVY (ACC)

There is a state-funded accident compensation scheme (ACC) in New
Zealand that provides accident insurance for all employees, citizens,
residents and temporary visitors to New Zealand. (In return people do not
have the right to sue for personal injury, other than for exemplary
damages.) This results in minimal litigation, limited only to major
breaches of the Occupational Safety and Health Act.

There is an employer levy for ACC accident compensation that varies by
industry but on average is NZD0.90 per NZD100.00 of payroll, dependent
upon occupation and the consequential risk. Should an employee be injured
and unable to attend work, the employer is responsible for paying for loss
of earnings during the first week, at a rate of 80 per cent of full earnings
lost as a result of not being able to work. This first week’s absence may

be funded by any existing sick leave rights where available.

Thereafter the employee is compensated at 80 per cent of their normal
weekly wage from the ACC fund, at no further cost to the employer.

The employer has no additional obligation unless specifically agreed

to in an employment contract. (www.acc.org.nz).
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FREE HEALTH SERVICE

New Zealand has a "free" health service if hospitalisation is required.
Depending on family circumstances, a person visiting a doctor may be
required to pay all, part or none of the cost of the visit. Individuals are able
to purchase insurance to cover medical (including doctors’ fees), dental
and optical healthcare. Some employers offer "group™ medical insurance
schemes, whereby a medical insurer offers insurance at a reduced rate
providing a minimum number of employees subscribe. In such schemes,
the employees meet the cost of the insurance. Employers may also offer to
subsidise part, or all, of medical insurance costs as part of the employment
contract (although this is normally limited to more senior staff).

TAX DEDUCTIBLE RESEARCH

Taxpayers are now able to deduct for tax purposes the Research and
Development (R&D) expenditure that is recognised by the IRD as an
expense under Financial Reporting Standard 13, Accounting for Research
and Development Activities (FRS 13).

FRS 13 requires all "research" costs to be expensed. "Development"
costs may also be expensed though a set of five criteria must all be met

first. These criteria are designed to approximate the point at which the R&D
expenditure gives rise to a valuable asset.

Fixed assets (such as vehicles, buildings and patents) that are used
in the R&D process, however, continue to be depreciated under the
normal tax rules.

Use of this new rule will be optional. Thus a taxpayer will be able to use the
pre-existing law to deduct R&D if that is preferred. The change addresses
the uncertainty around the capital/revenue boundary by permitting
taxpayers to follow accounting treatment to the extent that when R&D
expenditure is immediately written off for accounting purposes, it will

be immediately deductible for tax purposes.
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COMPETITIVE BUSINESS COSTS

Business costs in New Zealand, particularly staff costs, are significantly
competitive relative to other OECD countries. New Zealand was the first
country in the world to recognise the value of intellectual property for
depreciation purposes and as noted above provides for a 100 per cent
tax deductibility of research and development costs.

Rents, property and utilities are also very competitive on a global basis
with property costs in particular being amongst the most competitive in
the Pacific Rim. Good quality commercial premises are available in major
centres within a range of USD83-165 per square metre (USD7.7-15.3

per sg. ft)2. Normal rental periods are for three years though these are
negotiable. Developers are highly skilled in meeting the individual
requirements of a wide range of commercial and industrial tenants and
are open to both design-build-operate and pure turnkey situations.

OFFICE RENT Total occupation cost
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SOURCE: The World Competitiveness Yearbook, 2002 Country

Figure 1, Office Rent — Total occupation cost

2 1o convert dollars per sq. metres to dollar per sg. feet, multiply sq. metres by 0.092933
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TRAINING ASSISTANCE

Work and Income New Zealand (www.winz.govt.nz) offers short-term
training subsidies related to specific jobs. The job needs to be
full time and permanent.

The training subsidy can be:

e Pre-employment: Work and Income will assist in identifying a pool of
potential employees/trainees and will cover the cost of pre-employment
training in specific skills depending on the investor’s requirements.
There is no limit to the number of trainees that any one employer can
take on under this scheme

On-the-job training: Work and Income will contribute to training costs,
whether these are in-house or external training courses. The training
should be in the initial period of employment and be over and above
the usual training given by a company to a new employee. There is no
limit to the number of trainees that any one employer can take on
under this scheme

MODERN INFRASTRUCTURE

Given the importance of the export sector to the New Zealand economy
it is hardly surprising that the country has excellent export networks
and outstanding ports.

Telecommunications, road, rail, sea and energy infrastructure is
sophisticated and robust. International and domestic air links are
excellent overcoming many of the perceived issues relating to
New Zealand’s geographical distance from world markets.

INVESTMENT APPROVALS

A fully foreign-owned company can operate successfully and profitably from
New Zealand. In terms of additional formalities, only investment proposals
that involve internationally based investment equity of 25 per cent or more
in an existing New Zealand company, or which have a value of NZD50
million plus (USD25.4 m), or are related to fishing quotas or particular land
purchases, require formal regulatory approval. The Overseas Investment
Commission (OIC) uses clearly described and straightforward processes
governing investment in these areas. (www.oic.govt.nz)
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GOVERNMENT FINANCIAL AND FACILITATION SUPPORT

Incentives offered by countries are often delivered via taxation relief.

It is important to identify at the outset that some of the key incentives
offered by New Zealand are implicit or indirect because of the country’s
simple, low-cost tax system.

The government provides training grants per employee for those
undertaking New Zealand Qualification Authority-approved courses and
there are grants available for research and development, feasibility studies
and substantial strategic investment projects. Actual amounts available
depend on the individual circumstances of each case and are subject to
confidential negotiation.

In addition the government, through Investment New Zealand, provides
facilitation services to reduce the time and cost incurred by investors
in researching and establishing investment projects in New Zealand.
These are backed up by services at local level.

Other advantages

FREE TRADE GATEWAY

Through the combined “inputs” of a low tariff rate into the country and
market information obtainable through export networks and the Internet,
New Zealand firms are very aware of what is available on the world stage
and price their products to make them globally competitive.

The Closer Economic Relations (CER) agreement with Australia and

a free trade agreement with Singapore, plus others that the government
is actively pursuing, give each business operating from New Zealand
enhanced market access and a duty-free springboard into the Asia
Pacific region.
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PROVEN INVESTMENT RECORD

International investors and businesses will find themselves investing in a
country with a strong collaborative track record. Australian investors have
invested over NZD25 billion directly into New Zealand; US investors over
NZD11.5 billion; and UK investors NZD9 billion. Investors and corporates
from the Netherlands, Japan, Hong Kong, Singapore, Canada, Germany and
Switzerland are also amongst the most active investors in this country.

New Zealanders are used to working with international companies and have
a strong understanding of their needs and performance expectations.

FOREIGN AND DOMESTIC COMPANIES ARE TREATED EQUALLY Capital market regulations

Rating out of 10
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SOURCE: The World Competitiveness Yearbook, 2002

Figure 2, Foreign and domestic companies are treated equally

SOUND ECONOMIC BACKGROUND

The Index of Economic Freedom: 2003 Annual Report published by the
Heritage Foundation ranks New Zealand as the world’s third most
economically free country. It is also ranked as the world’s second least
corrupt country.

CORRUPTION PERCEPTIONS INDEX Lack of corruption

Score out of 10
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Figure 3, Corruption Perceptions Index - Lack of corruption
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New Zealand’s macro-economic environment provides investors with a
transparent and stable platform for long-term business.

The country has already completed more than a decade of radical economic
restructuring, and now has an economy well geared for long-term
international competitiveness:

Freely floating exchange rate

Free movement of capital

No subsidies

Deregulation and tariff reduction

A flexible, deregulated labour market

Modernised infrastructure through corporatisation and privatisation
of state assets

Strong national financial indicators, including operating balance
surpluses, well-contained inflation, and an attractive exchange rate

GOOD INDUSTRIAL RELATIONS

Employers and employees can negotiate the terms of their employment
relationship with few external legal constraints other than contract law and
minimum standards. Either individual contracts or collective contracts
between unions and employers can be negotiated.

The stated objectives of the Employment Relations Act are to:

= Recognise that employment relationships must be built on good-
faith behaviour

Acknowledge and address the inherent inequality of bargaining power
in employment relationships

Promote collective bargaining
Promote mediation as the primary problem-solving mechanism

Reduce the need for judicial intervention

Investment
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Every employee has the right to belong to a union, even if they are the
only union-registered employee on a site. A union with more than one
employer is called a multi-employer collective. If a union has less than
15 members it becomes de-registered. However, a workplace can have
both union and non-union labour working side by side and the extent of
coverage is governed by individual employee choice. Removal of union
coverage in a workplace is not triggered by an employee membership
number or percentage, as is the case for example in the US.

INDUSTRIAL DISPUTES Working days lost per 1000 people per year
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S
&£ S

g S T xS
& s &S E
& & € F &
< ~

B3

SOURCE: The World Competitiveness Yearbook, 2002

Figure 4, Industrial Disputes - Working days lost per 1000 people per year

AN AMAZING PLACE TO LIVE, LEARN AND WORK

New Zealand is an inclusive, multicultural society; so no matter where
a company’s people are from, or what their cultural background,
New Zealanders will make them feel welcome.

With its clean, healthy, uncluttered environment, low population density,
comfortable climate, affordable housing and reputation for safety,

New Zealand is consistently rated amongst the best places to live in
global surveys.

COST-OF-LIVING INDEX Cost index of basket of goods in major cities

100)

Index (New York City

SOURCE: The World Competitiveness Yearbook, 2002

Figure 5, Cost-of-Living Index - Cost index of basket of goods in major cities
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CITIES WITH THE HIGHEST QUALITY OF LIFE Out of 215 cities measured

= 100)

Rating (New York City

SOURCE: Mercer Human Resource Consulting, 2003

Figure 6, Cities with the Highest Quality of Life - Out of 215 cities measured

New Zealand is one of the most beautiful places in the world to ski,
sail, swim at a secluded beach, enjoy a round of golf or walk through
a stunning national park. In fact, there are so many adventure and
outdoor opportunities in such a contained area that New Zealanders
virtually take them for granted.

There are also excellent schools and universities, sophisticated urban
amenities and very good public health care and transport systems.
Consequently Investment New Zealand believes that international investors
and businesses will have few problems convincing their key people to
spend time in the country.

New Zealand GDP and CPI Indicators - year to year change

1996 1997 1998 1999 2000 2001 2002 2003 2004

0[50 52 0 10| 20| 1 |mawa s
CPI 26 | 08 | 04 | 05 | 40 | 1.8 | 2.7

Note: P = Projected figures

SOURCE: GDP: OECD Outlook No. 72 Dec 2002 Vol. 1 for Year End June 2002.
CPI: Statistics New Zealand, Year End Dec 2002.
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While professional tax consultants have provided this information,
Investment New Zealand makes no claims as to its validity in respect of
specific business cases. Any business or individual looking to establish
and/or invest in New Zealand should seek professional tax advice.

RESIDENCE

A company will be deemed resident in New Zealand if:
e ltis incorporated in New Zealand

e Orit has its head office in New Zealand

e Orit has its centre of management in New Zealand

< Or control of the company by its directors is exercised in
New Zealand, whether or not decision-making by directors is
confined to New Zealand

An individual is deemed to be a New Zealand resident if he or she:

= Has a permanent place of abode in New Zealand, even if a permanent
place of abode is also maintained overseas

Or is personally present in New Zealand for more than 183 days in total
in any 12-month period

Or is absent from New Zealand in the service of the
New Zealand Government

LOCAL OWNERSHIP PERCENTAGE NEEDED (OF LOCAL SUBSIDIARY)

There is no requirement in the tax legislation for minimum levels of local
equity. The thin-capitalisation rules limit debt funding to 75 per cent of
total assets. We are not aware of any other rules requiring local equity
participation. Certain types of investment are subject to Overseas
Investment Commission (OIC) approval.

AMOUNT OF WITHHOLDING TAX OF DIVIDENDS

The New Zealand subsidiary of a non-resident company is taxed at 33 per
cent on its worldwide income. Distributions from the subsidiary to its
parent company are also subject to non-resident withholding tax (NRWT).

Investment ,@Fgf )

NEW ZEALAND

18



A company that makes a payment of non-resident withholding income,
such as a dividend, must make a deduction from the payment in
accordance with the NRWT rules. The rate applying under the Double Tax
Agreement between New Zealand and the United States where the recipient
of the payment is resident in the US is 15 per cent.

Relief from double taxation on dividend distributions (income tax and
NRWT) is provided through New Zealand's foreign investor tax credit

(FITC) rules. Companies can pay a supplementary dividend (equal to the 15
per cent NRWT) which generates a tax credit (the FITC) for offset against
company income tax.

GOODS AND SERVICES TAX (GST)

GST is a consumption tax on goods and services supplied in New Zealand.
It is charged at a flat rate of 12.5 per cent. Registration for GST is
compulsory when supplies made in New Zealand have exceeded or are likely
to exceed NZD40,000 (USD20,336) in any 12-month period.

GST is borne by the final consumer of goods and services. A registered
business can claim a credit for any GST it incurs in conducting its business
(input tax) while charging GST on its sales (output tax). Where output tax
exceeds input tax, the difference is payable to the New Zealand Inland
Revenue Department (IRD). Conversely, where the credit claimed on inputs
exceeds the GST payable on outputs, the difference is refunded.

Certain transactions, primarily export related, qualify as zero-rated. This
means that GST is charged at 0 per cent but a credit is still available in
respect of GST incurred on business outgoings related to those exports
including office rent, overheads and purchase of fixed assets.

A small number of supplies are exempt supplies. They are not subject to
GST and are not included in the GST return. These include:

< Financial services
= Donated goods and services sold by a non-profit body
= Renting a residential dwelling

= Supply of fine metal
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KEEPING LOCAL BOOKS AND RECORDS IN US DOLLARS

There is no prohibition in the Income Tax Act 1994 from keeping books and
records in US dollars. However, income tax returns, Goods and Services Tax
returns and Fringe Benefit Tax returns must be filed with the New Zealand
Inland Revenue Department in New Zealand dollars. Maintaining books in

US dollars would necessitate translating entries into NZ dollars in order to
file the requisite returns.

INTER-COMPANY CHARGES

Cross-border inter-company transactions are subject to the New Zealand
transfer pricing rules. As a general rule, cross-border charges between
related parties are required to be conducted on arms-length principles
for income tax purposes. Documentation should be maintained in order
to substantiate the basis for such charges, in case of review by the

New Zealand Inland Revenue Department.

A company controlled by non-residents is also subject to the New Zealand
thin-capitalisation rules. These rules are designed to protect the

New Zealand tax base by attempting to ensure that a disproportionate
amount of a multinational group's worldwide debt is not allocated to the

New Zealand operations of that group.

The New Zealand thin-capitalisation rules generally deny a tax deduction
for a portion of the interest costs incurred by a New Zealand resident,
where the interest-bearing debt-to-asset ratio of the New Zealand resident
or the New Zealand group exceeds 75 per cent. This ratio is a safe-harbour
threshold - it is possible in some circumstances to have a higher ratio and
still maintain full interest deductibility.

NET OPERATING LOSS CARRIED FORWARD

In order to carry forward net losses, 49 per cent shareholder continuity
must be maintained between the year of loss and the year of carry-forward.
This means that at least 49 per cent of the same ultimate individual
shareholders must directly or indirectly hold rights in relation to the
company that bore the loss in the year of loss and the year of carry-
forward. Concessions apply in relation to certain foreign and publicly
traded companies.
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If 49 per cent shareholder continuity is maintained, a net loss may be
carried forward by a taxpayer to the succeeding income year and offset
against the net income for that year, so far as that net income extends.
So far as it cannot then be offset, the net loss may be carried forward and
offset against net income of the next succeeding income year, and so on.

FRINGE BENEFIT TAX (FBT)

FBT is a tax imposed on employers on the value of certain fringe benefits
provided to either employees or associated persons of employees. There are
four main categories of taxable benefits:

= Motor vehicles
e Low interest loans
» Free, subsidised or discounted goods and services

= Employer contributions to sick, accident or death benefit funds,
some superannuation schemes, and specified insurance policies

FBT is charged at a multi-rate system where employers are able to choose
either to:

< Pay FBT at a flat rate of 64 per cent on all benefits provided, or

= Attribute fringe benefits to individual employees and pay FBT at rates
based on the employees’ marginal tax rates
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NUMBER OF TAX RETURNS THAT NEED TO BE FILED ANNUALLY

One income tax return must be filed annually with the Inland Revenue
Department of New Zealand. This is a federal return; there are no local
or provincial tax returns to be filed.

Employer tax deductions, Goods and Services Tax (GST) and Fringe Benefit
Tax (FBT) are dealt with in returns filed bi-monthly, monthly and quarterly.

PROPERTY TAXES FOR OWNED ASSETS, e.g. ON FURNITURE
OR EQUIPMENT

There are no property taxes for owned assets in New Zealand. There is no
capital gains tax on real property transactions. However, profits or gains
derived from certain real and personal property transactions are taxable
where certain conditions are met, including:

= The business of the taxpayer comprises dealing in such property, or
< The property was acquired for the purpose of selling it

All profits or gains derived from the carrying on or carrying out of any
undertaking or scheme entered into or devised for the purpose of making
a profit are taxable.

INDIVIDUAL TAX

Non-resident individuals working in New Zealand are subject to the same
marginal rates of tax as residents.

Each individual is separately assessed. There is no joint assessment of the
income of spouses. The gross income of a taxpayer includes salary and
wages, employment-related allowances, bonuses, other emoluments,
expenditure by an employer on account of an employee, interest, dividends
(including attached imputation credits), certain trust distributions,
partnership income, shareholder salary, rents, services-related payments,
attributed personal services income and income from self-employment.
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Assistance with immigration issues

Investment New Zealand can help you bring your key people to
New Zealand. Here, by way of background, is an overview of New Zealand’s
immigration policies:

New Zealand seeks to attract migrants who will lift the country’s skill levels
and so contribute to economic growth. Every year, the country selects a
broad mix of migrants on the basis of their skills and experience or their
family links to New Zealand. Permanent entry is assessed under the
"General Skills Residence Category" - a system that allocates points for
qualifications, work experience, age and settlement factors.

Additional points are allocated to applicants holding New Zealand
qualifications to encourage those who may have studied here to move
from student to residence status.

Under the Business Immigration Policy, a sub category exists for the
employees of relocating businesses to assist in promoting New Zealand
as a place to invest and locate business. Employees of businesses
relocating to New Zealand may be granted residence, even if they do not
qualify under any existing policy — however, they must remain with the
relocated business for a minimum of 24 months.

New Zealand’s temporary entry policy allows for executive staff of
multinational companies to live here on long-term secondment. Work
permits can be issued under this policy for up to three years, with further
extensions available. There is also provision for business people on short-
term secondment. This caters for the entry of senior or specialist staff of
an overseas company for up to 12 months.

Investment New Zealand provides a manager from its staff to work on an
individual basis with substantial investors. This manager will co-ordinate
meetings, discussions and negotiations so that investors’ requirements can
be met, and can be matched to New Zealand’s national interests.
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Assistance with incentives

The major incentive remains an open, deregulated economy that is stable,
competitive, transparent and low cost. However, Investment New Zealand
can help you understand and access the other government incentives to
invest here.

The New Zealand government has recently announced the creation of a
strategic investment fund available to overseas companies who construct
and bring a facility to operational status (USD25.4 m or greater), or create
200+ jobs over a five-year period.

User-friendly grants are available for a range of research, development and
training-related activities, and incorporate either 100 per cent grant
funding or matching funding, depending upon their application. These
grants cover such activities as basic research, applied research, product
development, and employment of appropriately trained graduates, interns
and others.

Pre-employment training costs of up to NZD3,750 (USD1,906) per employee
are available through government departments, and an annual training
allowance of NZD550 (USD280) is available for employees undertaking

training programmes through accredited industry training organisations.

Support from economic development agencies and local authorities,

in the form of rates relief or favourable rental terms, may also be available
depending on the location selected. Property owners may well negotiate rent
holidays and allocation of fit-out costs with individual companies.
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General overview

All employees aged 16 years or more must be paid a statutory
minimum wage.

The minimum wage for youths 16-17 years of age inclusive is NZD6.80
(USD3.46) per hour, and NZD306.00 (USD156.00) for a 45-hour week.

The minimum wage for adults 18 years of age upward is NZD8.50
(USD4.32) per hour, and NZD382.50 (USD194.00) for a 45-hour week.

The statutory minimum wage does not apply to the following groups:
= People with under-rate permits

= Persons undergoing significant amounts of training recognised under
the Industry Training Act

The statutory minimum wage applies even if an employee is paid partly
or wholly by commission or by piece rate. It applies to all types of jobs
and employees, including home workers, casual, temporary and
part-time employees.

UNDER-RATE PERMITS

An under-rate permit lets a person work for less than the minimum wage.
Labour Inspectors can grant an under-rate permit to a person with a
recognised disability that significantly slows his or her work and makes
him or her incapable of earning the minimum wage.
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EQUAL PAY — BY LAW

An employer cannot pay men and women different pay rates for doing
the same or substantially similar work if the only difference is their
sex (Equal Pay Act 1972).

In addition, under the Human Rights Act 1993, an employer cannot
discriminate in hiring or firing, training or promoting because of the
employee’s colour, race, ethnic or national origins, sex (including pregnancy
or childbirth status), marital or family status, age, disability, religious or
ethical belief, political opinion, employment status, or sexual orientation.

Under the Employment Relations Act 2000, employers cannot discriminate
on those same grounds or on the grounds that a person has been involved
in union activities, in relation to terms of employment, conditions of work,

fringe benefits, opportunities for training, promotion or transfer, dismissal,
retirement, or by subjecting an employee to detriment.

WAGES — BY AGREEMENT

If there is no collective agreement that covers the situation, employers
and employees aged 16 years or more can agree to any rate of pay in
their employment agreement, as long as it is equal to, or better than,
the statutory minimum wage.

Employers and unions or employees may agree to a range of payments,
for example, performance bonuses or different rates of pay for
working overtime.

WAGES AND TIME RECORDS

Employers must keep wages and time records for each employee, for six
years. Employees and their representatives have the right to see these.
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New Zealand is a country with compelling natural advantages for investors.
Investment New Zealand’s role is to make it as easy and straightforward as
possible for you to take the decision to invest here.

The agency can provide you with information to guide you in your decision,
and can arrange fact-finding visits and high-level government and private-
sector briefings for your senior decision makers, where appropriate, under a
special visitor programme, which is undertaken on a case-by-case basis.

To find out more about how Investment New Zealand can help you,

and the key investment industries, please read the appropriate capability
study on our website. The capability studies will provide you with

a background on each industry and the contact details of the

Investment Manager.

If you would prefer to speak with someone in your own country in the

first instance, Investment New Zealand has investment and trade
representatives around the world who are available to provide advice

and assistance. You can find these contacts on Investment New Zealand’s
website. Investment New Zealand’s North American and Singapore contacts
are also listed.

Naturally, any information provided by your company in relation to business
proposals and plans for investment in New Zealand will be treated
in strict confidence.
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