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| Corporate Income 1ax

1.1 General Information

Tax Rate
Company tax (includes deemed companies, such as unittrusts) applies atrate of 28%.
Residence

A companyis considered to be residentin New Zealand if itis incorporated under New Zealand law.
Companiesincorporated underforeign law are considered to be New Zealand residentif they are
effectively managed from New Zealand.

Basis of Taxation

Residentcompanies are taxed on their worldwide income. Non-residentcompanies are taxed only on their
New Zealand sourced income.

Tax Losses

Tax losses can be offsetbetween entities that share at least66% commonality of ownership.

Tax losses may be carried forward indefinitely subjectto ultimate shareholder continuity remaining above
49%. If shareholding continuity is breached, a newly introduced “Business Continuity Test” allows
companies to maintain (and carry forward) their taxlosses unless there is a major change in business
activities (this isto be measured by reference to factors such as assets, business processes, markets
supplied to and the types of products or services supplied).

Thereis no provision forthe permanentcarry back of tax losses. A limited tax loss carry back provision was
introduced as a result of COVID-19, which allows tax losses incurred in one of the 2019-20 or 2020-21 tax
yearsto be carried back one year (i.e. to 2018-19 or 2019-20, respectively).

Tax Consolidation/Group relief

A parentcompany and its wholly-owned subsidiaries can electto be treated as a consolidated group (as
one taxpayer) provided thatall entities are New Zealand tax residents. Most transactions within the group
are ignored in calculating the tax liability of the consolidated group. There are specific rules to deal with
deductibility of the group’s expenses as well as the taxability of certain transactions. Entities within a
consolidated group automatically group profits and losses. Each entity has joint and several liability for
unpaid income tax of the consolidated group.

Losses can be offsetby a company with another company which is atleast66% commonly owned. This
applies whether or notthe companies are resident. However, if the loss company is notresident, the
company musthave a fixed establishment (broadly a branch)in New Zealand forits losses to be offset.

Limited liability with loss offset can be achieved using certain business structures thatare treated as flow-
through entities for New Zealand income tax purposes. These include limited partnerships.

Transfer of Shares

No duty applies on transfer of shares. Sale of sharesina companyis nottaxable (unless the shares were
purchased with the purpose of resale or the vendorisin the business of trading in shares).
Transfer of Assets

No duty applies on the transfer of land, buildings, and other tangible and intangible assets. Sale of
business assets will be taxable if the assets were acquired with the purpose of resale. Tax depreciation
claimed is clawed-back asincome if a business assetis disposed of formore than its depreciated value.
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Capital Duty (Non-Tax Planning)

New Zealand has no capital duties.

CFC Rules

New Zealand has Controlled Foreign Company (“CFC”) rules. There is no requirementto attribute income
of a foreign subsidiary unless the CFC derives more than 5% of its income from “passive” sources (e.g.
income in the form of dividends, interest, royalties, and rents). This passive income mustbe returnedin
New Zealand.

New Zealand also has Foreign Investment Fund (“FIF”) rules for non-controllinginterestsin foreign

companies. Similar rules to those for CFCs (see above) apply where a person has a shareholding interest
of 10% or morein a FIF. A separate regime exists forless than 10% shareholdingsin FIFs.

Thin Capitalisation

New Zealand’s thin capitalisation regime limits the amount of interestdeductions permitted where, broadly,
the total interest-bearing debt-to-assets of the New Zealand company (or group) exceeds:

L] 60% (where a single non-resident, or group of non-residents — see below, own 50% or more of the
New Zealand company or group); or

. 75% (where a New Zealand company or group has CFCs or certain FIF interests); and

L] 110% of the debt-to-assetratio of the worldwide group.

The thin capitalisation rules apply to investment by multiple non-residents who jointly own 50% or more of a
New Zealand company or group and who “acttogether” to control the entity or group (this is defined to
include providingdebtin proportion to equity orwhere debtfunding is governed by a shareholders’

agreement

New legislation has been enacted thatfrom income years starting on or after 1 July 2018:

Ll Require the interestrate on related-party loans between a non-residentlender and a New Zealand
borrowerto be priced using a restricted transfer pricing rule. The rule will have the effectof typically
deeming a creditrating one notch below that of the ultimate parentfor New Zealand borrowers athigh
risk of Base Erosion and Profit Shifting (BEPS) and exclude loan features notfound in third party debt,
when calculating New Zealand deductible interest.

L] Change the debt-to-asset calculation for thin capitalisation purposes so thatthe comparisonis:

- Interest-bearing debtto;

- Assets less “non-debtliabilities” (such as provisions and trade creditors).
Special thin capitalisation rules apply for banking entities.
Interest Deductibility Restrictions
Interest is generally deductible fora company. This general rule is limited by the thin capitalisation rules
and forincome years beginning on or after 1 July 2018, by related party interestrate limitation rules (see
above). If the latter apply, they will generally require the interestrate for the New Zealand borrower to be
determined by reference to the highestcreditrating within the global group. The allowable adjustments to

that rating depend on the nature of the company and its position. However, generally, no more than two
creditrating notches are allowed forthe New Zealand borrower’s rating.
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Amalgamations of Companies

The Companies Acthas an amalgamation procedure thatallows two or more (amalgamating) companies o
merge so that there is one surviving (amalgamated) company.

There are two procedures —a short-form and along form. There are certain requirements to apply one or
the other. A short-form amalgamation, if available, usually takes less time.

The effectof the amalgamation is thatall the assets and liabilities of the companies are assumed by the
amalgamated company. If the amalgamation is a qualifying amalgamation, there should be no tax
consequences of the amalgamation.

However, as the sharesin the amalgamating companies are deemed cancelled, tax dividend
consequences may need to be considered.

General Anti-Avoidance

New Zealand has a mix of general and specific anti-avoidance rules. Under the general anti-avoidance
rule,transactions are void if they defeatthe purpose and intention of New Zealand’s tax laws (i.e. have a
more than incidental purpose or effectof tax avoidance).

Anti-Treaty Shopping

Anti-treaty shopping provisions are contained in several tax treaties. Several recent Double Tax
Agreements entered by New Zealand, which have lower withholdingtax rates than under domesticlaw,
also have limitations on benefits provisions.

New Zealand signed the Multilateral Conventionto Implement Tax Treaty Related Measures to Prevent
BEPS (the “MLI") in June 2017.New Zealand has taken a comprehensive approach to the adoption of the
MLI Articles. Thisincludes adoption of Article 7 of the MLI (Treaty anti-abuse rules). The MLI came into
force in New Zealand from 1 October 2018 and will progressively amendNew Zealand’'s Double Taxation
Agreements as other countries also bring the MLI into force. The New Zealand — Australia Double Tax
Agreementand the New Zealand — United Kingdom Double Tax Agreementhave been updated for the
agreed changes underthe MLIto those treaties.

Other Specific Anti-Avoidance Rules

Specific anti-avoidanceregimes include the transfer pricing, CFC, FIF, and thin capitalisation rules
(discussed in various sections).

Legislation was enacted with effectfrom 1 July 2018 to implementa Permanent Establishment anti-
avoidance rule for multinationals with over EUR750m globalturnover, if certain conditions (such as
facilitation of sales by alocal entity to New Zealand consumers) are met. Thisiis part of the wider New
Zealand response to BEPS.

Rulings

The New Zealand Inland Revenue issues both bindingand non-binding rulings on taxissues. Binding
rulings can be either public or private rulings. A new short process binding ruling optionis availableto
taxpayers withincome less than NZ$20 million.

Inland Revenue charges a fee for considering and issuing a private binding ruling.
Hybrid Instruments

Loans are treated as equity fortax purposesif the intereston the loan is dependenton the debtor's profits
or dividends payable. Priorto 1 April 2015, loans provided by shareholders in proportion to equity were re-
characterised as equity thereby preventing a deduction forinterest. Certain hybrid instruments need to be
bifurcated to determine the respective values of the debtand equity components (determined under tax
rules, not financial reporting). New Zealand's "financial arrangements" rules will need to be applied to
determine the income/expenditure arising on the debtcomponentoverthe instruments life.
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In addition, recently enacted legislation broadly implements the BEPS Action 2 recommendations for
income years beginning on or after 1 July 2018. For cross-border hybrid financial instruments between
related parties, if there is a deduction in New Zealand butnon-inclusion income in the other jurisdiction, the
primary rule denies the deduction.

Hybrid Entities

Whetheran entity is to be regarded as a non-transparentor transparententity is based on statute and
whetherornot the entity is recognised as a separate legal entity. New Zealand treats companies (and unit
trusts) as non-transparent, for tax purposes. Partnerships (including New Zealand registered limited
partnerships) are treated as transparent. Some of New Zealand’s tax treaties provide relief for hybrid
entities.

Recently enacted legislation also applies the BEPS Action 2 recommendations to hybrid entities.

Other BEPS-related measures

New Zealand has agreed to implementthe BEPS 2.0 Agreementto reform the international tax rules for
multinational enterprises. Implementation of Pillar One and Pillar Two rules is expected in 2022 for
application from 2023.

Related Business Factors

A limited liability company is typically used for conducting business in New Zealand. Other common trading
structuresinclude trading trusts, partnerships and limited partnerships, and incorporated and
unincorporated jointventures.

There are generally no capital requirements for establishing a legal entity (but note that certain activities
are regulated and may require minimum capitalto be maintained by the company). There are also no
foreign exchangetransaction restrictions or capital controls. New Zealand does have anti-money
laundering rules however.

Recent changestothe New Zealand Companies Act 1993 and Limited Partnership Act2008 require a
company orlimited partnership to have atleast one director/general partner with a "New Zealand
connection” (thatis, livingin New Zealand or another country where New Zealand has the right to enforce
fines/criminal judgments).
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1.2  Determination of taxable income and deductible expenses
1.2.1  Income

General

New Zealand taxes allincome, as defined by the Income Tax Act, at the same rate.Income includes
businessincome and investmentincome of all types.

Income is generally taxable when itis derived. This may be differentfrom whenitis received. For certain
types ofincome, income is taxed as it accrues (i.e. on an unrealised basis).

These rules apply equally to domestic or foreign assets of a company. (However, the FIF and CFC rules
may apply).

Branch Income

Foreign branch income of a New Zealand company is taxed on the same basis as domesticincome. There
is no branch exemption. Foreign tax paid is available as a credit, subjectto conditions being met. The credit
is limited to the New Zealand tax payable on the income.

A New Zealand branch of a foreign company is taxed on its New Zealand sourced income.
Capital Gains

New Zealand does nothave a comprehensive capital gains tax regime. However, certain gains (orlosses)
are treated as taxable income (or taxable losses). This generally includes gains made in the course of a
business orif the property is acquired with a dominant purpose of disposal. Further, certain gains are
deemed to beincome and notcapital receipts (forexample, gains from the sale of bonds underthe New
Zealand financial arrangements rules).

Dividend Income

Company tax paid generates imputation credits, which can be attached atthe ratio of 28/72 to cash
dividends paid (i.e. up to $28 of imputation credits can be attached for every $72 of cash dividend).
Imputation credits can be used by shareholders to reduce tax payable on the dividend. There are rules that
limita company’s ability to carry forward and use imputation credits in future income years. These generally
preventstreaming of imputation credits and also require a continuity of shareholding of atleast66% to
carry imputation credits forward. If this is not met, imputation credits will notbe available to attach to
dividends paid after any shareholding continuity breach.

Where the dividend is paid to a residentshareholder, residentwithholdingtax (“RWT”) mustgenerally be
deducted such that the total of attached imputation credits and RWT is 33% of the gross dividend. (E.g.
RWT of 5% mustbe deducted if adividend is fullyimputed exceptwhere the dividendrecipientis another
residentcompany and elects forno RWT to be withheld).

Dividends paid within a wholly-owned group of New Zealand residentcompanies are exempt.

The defaultrule is that any distribution by a company,including on a liquidation, is treated as a dividend. A
distribution is nota dividend if itqualifies as a return of share capital when shares are cancelled orifitis a
distribution of a capital gain amounton liquidation of the company (provided the shareholderis notan
associated non-residentcompany).

Dividendsreceived by a New Zealand company from a foreign company are generally exempt. If, however,
the dividend is deductible to the foreign company, New Zealand will tax the dividend. Foreign tax credits
are available if the dividend is taxed orif the FIF rules apply to tax the investment.

Interest Income

Interestincome paid to a New Zealand residentinvestoris generally subjectto RWT. The rate of

withholding depends on the type of investor (e.g. individuals mustelectarate of 10.5%,17.5%,30%, 33%
or 39% depending on their total income whereas companies can elect28%). Certain non-individual
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investors may be eligible fora 0% withholding rate (by application to New Zealand Inland Revenue) if
certain requirements are met.

All gains from financial arrangements (of which interestwill be part) are taxed normally on a full accrual
basis. This includes foreign currency gains (and losses). Most companies mustfollow their financial
reporting method for determining when financial arrangementincome is taxed.

There are alternative methods which can be applied which defer the tax on unrealized gains (butthe will
apply equally to defer deductions for unrealized losses).

Other Significant Items

Many gains, which mightbe considered capital gains, are explicitly included in taxable income. Although
New Zealand does nothave a separate capital gains tax, it should notbe assumed thatgains are not
taxable.

1.2.2 Expenses

General

Expenditure is generally deductiblewhen incurred. The expenditure mustbe incurred to generate
assessable income orincurred in carrying on a business to generate assessable income. Capital and
private expenditure are notdeductible. However, capital expenditure may be depreciable dependingon the
asset it creates.

There are a number of spreading regimes thatalter the timing of deductions. Thisincludes depreciation,
interestexpenditure, and prepayments so that the deduction is spread overthe period to which it relates.

Minimum Taxation Requirements for the Deductibility of Losses

If expenses exceedincome, atax lossresults. Generally, taxlosses are notquarantined for offsetagainst
certain types ofincome only.

Capital Losses

Capital losses are non-deductible. However, similar to gains, whatmay be regarded as a capital loss may
be treated as a revenue loss under specificrules and regimes. If so, the usual loss rules will apply.

Carry Forward

A company can carry forward a tax loss if there is atleast49% continuity of shareholding in the company.
The continuity period is from the beginning of the year of loss until the end of the year of use. (Part year
calculations can be made where there is a breach to allow losses to be applied againsttaxable income in
the pre-breach period).

The continuity is measured atthe ultimate shareholder level. Generally, intermediate company
shareholders are looked through. However, certain groups of shareholders may be treated as a single
shareholderand changes within thatgroup may be ignored.

If shareholding continuity is breached, a newly introduced “Business Continuity Test” allows companies to
maintain (and carry forward) theirtax losses unless there isa major change in business activities (thisis to
be measured by reference to factors such as assets, business processes, markets supplied to and the
types of products or services supplied). The Business Continuity Testonly applies to losses arising after
the 2013-14 income year and will need to be metfor at least five years aftera shareholding continuity
breach. To preventabuse, the Business Continuity Testdoes not apply to the tax losses of dormant
companies and specific anti-incomeinjection and loss transfer rules also apply.

Carry Back
Thereis no general ability to carry back tax losses at present. However, as part of its COVID-19 fiscal
response, the New Zealand Governmentenacted temporary tax loss carry back provisions, which allow

lossesmade in eitherthe 2019-20 or 2020-21 income year to be carried back one yearto access refunds
ofincome tax paid.
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Bad Debts

Bad debts are deductible only when written off as bad. Generally, deductions are limited to income
previouslyincluded as taxable. There are specificrules for deducting bad debts, which apply to those in the
business of lending.

Change of Control Rules

A change of control, due to shareholder changes, will notresetthe cost base of a company’s assets and
liabilities. ltwill not be treated as a deemed realisation of the company’s assets and liabilities.

However, realisations may be deemed to occur on exit of a company from a consolidated income tax
group.

As noted above, a change of control arising from shareholding changes may affectthe company’s ability to
carry forward taxlosses and imputation credits for future use.

Depreciation/Capital allowance

Depreciation deductions are allowed in relation to depreciable property. Depreciation rates for tax are set
by New Zealand Inland Revenue with referenceto the economiclife of the property. Depreciation rates are
based on legal life of the property for certain intangible property thatqualifies as depreciable property.
Tax depreciation rates are notgenerally an incentive rate and may differ to accounting rates.

Previously, no tax depreciation deduction was availablefor buildings from the 2011-12income year.
However, as part of its COVID-19 fiscal response, tax depreciationhas been reinstated from the 2020-21
income year for non-residential buildings.

Feasibility expenditure

Costs incurred in determining the feasibility of a capital projector the acquisition of a capital assetmust
generally be capitalisedfor tax, following a recent Courtruling. Adeduction is therefore only generally

available forthese costs underthe tax depreciation rules.

A recent legislative change allows certain “black hole” (i.e. non-deductible or depreciable) feasibility
expenditure to be deducted over5 years, from the 2020-21 incomeyear.

Double Deductions

An expense can only be deducted once.
Interest Expenses

The treatmentofinterestis discussed above.
Inventories

The acquisition costof trading stock is deductible. However, trading stock held atyear end mustbe valued
andincluded in assessable income.

Other Significant Items

Capital expenditure which does notproduce a depreciable assetwill generally be non-deductible
expenditure. Unsuccessful software developmentexpenditureis an exception.
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1.3 Tax Compliance

Compliance Requirements

New Zealand has a self-assessmenttax regime. Taxpayers are required to file anincome taxreturn
reflecting their assessable income and deductible expenses forataxorincome year. The returnis deemed

an assessmentforthatperiod.

The assessmentmaybe amendedby Inland Revenue on auditorif the taxpayerrequests an amendment
or makes a voluntary disclosure of an error.

Mandatory Electronic Filing

Income taxreturns may be filed electronically butthere is no mandatory electronic filing requirement. There
are, however, mandatory electronicfilingrequirements for other tax types, such as GST and PAYE
(employertaxdeductions). Thisis typically based on the quantum of annual tax payments of thattype.
Requirement to Prepare Tax Computation/ Return in Functional Currency

Assessable income and expenses are required to be disclosed in New Zealand dollars.

There are statutory rules for converting income and transactions in other currencies to New Zealand
dollars.

Documents to File with Tax Return

Financial statements, ora summary of those statements in the approved Inland Revenue format (called the
IR 10), are required to be submitted to the Inland Revenue by the income taxreturn due date. There are a
number of additional disclosures that mustbe filed with a tax return. These include CFC and FIF
disclosures and new BEPS disclosures (see section 1.6 discussion).

New Zealand Groups with revenue of NZ$30 million or more must provide information to New Zealand
Inland Revenue under the Basic Compliance Package reporting measure (see section 7 formore
information).

Otherwise, furtherinformation relating to a return is normally collected separately and on requestby New
Zealand Inland Revenue.

Language to File Return, Computation and Supporting Documentation(s)

Tax returns and business records mustbe maintainedand providedin English if requested by New
Zealand Inland Revenue.

Filing Extension Availability and Details
Tax returns are due:

- 7 Julyforbalance dates ending on 1 October to the following 31 March;

- The 7th of the 4th month after balance date for April to September balance dates.
If the returnis filed by a tax agent, the tax return due date is deferred until the 31 March:

- Of the yearplus 2 if the balance date is 1 October to 31 December;

- Of the yearplus 1 if the balance date is 1 Januaryto 30 September.

As an example, for 31 October 2020 and 30 April 2021 balance dates, the tax returnis due 31 March 2022
if filed by a tax agent.
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Payment of Estimated Tax

“Provisional tax” for a tax yearis payable ininstalments in the 4" and 8th months of the taxpayer’s relevant
tax year and the 1st month of the followingtax year (normally stated as due in the 4th, 8th and 13th
months). Use of money interestand penalties may apply for shortfalls of payments to the actual liability at
each instalment. To minimise interestcharges, therefore, taxpayers are required to try to ensure that the
correct amountis paid ateach instalment, such that the payments are equal to or greater than their total
liability.

There are a number of methods to calculating the amount of provisional tax due atthe relevantdue dates.
The mostcommonly used are the standard method (provisional tax is based on the tax liability in the most
recently filed tax return plus an appropriate uplift) and the estimation method (provisional taxis based on
estimate of the taxable income for the relevantyear). Recentchanges allow taxpayers to avoid use of
money interestcharges for the firstand second provisional tax instalments if they pay provisional tax using
the standard method. The threshold for paying provisional tax was increased from NZ$2,500 to $5,000 of
residual incometax, from the 2020-21 income year, in response to COVID-19.

The Accounting Income Method for calculating provisional tax is available for smaller taxpayers (those with
annual turnover of NZ$5 million or less) that use approved accounting software packages. ltaligns
provisional tax obligations with accountingincome (adjusted for certain tax concepts) through the year.
More regular provisional tax payments are due under this method.

Interim Tax Returns

Interim tax returns are not usually filed.

Payment of Tax

If there is a shortfall of provisional tax payments for a tax year, furthertax, called terminal tax, is due
generally either 11 or 13 months after balance date. However, for April to September balancedates,
payments are due by February or April of the followingyear. (The difference in timing depends on whether
a tax agentis used or not.)

Penalties for Non-Compliance

New Zealand Inland Revenue is able to impose a full range of penalties, based on a taxpayer’s behavior
and the tax positions taken, if that results in tax shortfalls. The penalised behaviors include nottaking

reasonable care, taxing an unacceptable tax position, gross carelessness, taking an abusive tax position
andtax evasion.

Late paymentand late (tax return)filing penalties may also apply.

Penalties and/or Interest for Underpayment of Taxes

In additional to potential penalties, use of money interestis charged by the New Zealand Inland Revenue
on underpayments (including where provisionaltaxis underpaid — see above). Creditinterestis paid by the
New Zealand Inland Revenue on tax overpayments. Taxpayers can use tax pooling intermediaries to
manage theiruse of money interestexposure. In addition, the New Zealand Inland Revenue has been
given the power to write-off intereston late paid tax, if this is due to COVID-19.

Statute of Limitation

A filed tax return generally becomes statute barred four years from 31 March following the filing of the
return.

For example,a 2020 return filed by 31 March 2021, will become statue barred from 31 March 2025.

The statute bar period for transfer pricing adjustmentsis 7 years.
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1.4  Financial Statements/Accounting

Details of Local Accountant Requirements

Public Interest Entities and those considered “large” by the legislation are required to prepare GPFRin
compliance with New Zealand Generally Accepted Accounting Practice (NZ GAAP). Compliance with NZ
GAAP requires entities to prepare financial statements following New Zealand Equivalents to International
Financial Reporting Standards (NZ IFRS® Standards), or where there is reduced public accountability for
the entity, in compliance with the NZIFRS Reduced Disclosure Regime (NZIFRS Standards RDR).
Entities reporting in accordance with NZIFRS RDR mustapply all recognition and measurement criteria of
NZ IFRS, but are permitted to include reduced disclosures in the financial statements.

Financial Statements are required to be completed within five months after the balance date and mustbe
signed as approved by two directors, unless the company has only one director. The financial statements,
or a summary of those statements in the approved New Zealand Inland Revenue format (called the IR 10),
are required to be submitted by the tax return due date, including under the Basic Compliance Package
requirements for New Zealand Groups with revenue of NZ$30 million or more (see section 7 formore
information).

Fiscal Year

The standard tax year is 31 March. Balance dates falling between the 1 October previous and the following
30 September are deemed to be within the same tax year. (For example, both a 31 October 2020 balance
date and a 30 September2021 balance date will fall within the 2021 tax year).

Non-standard tax balance dates mustbe approved by New Zealand Inland Revenue. Alignmentwith a
parentcompany’s balance date or with certain industry recognized balance dates is generally accepted as
a reason fora non-standard tax balance date.

Periodicity of Local Books to be Closed

The standard tax year is 12 months. Longer or shorter periods may be allowed to accommodate changes in
tax balance dates and occasionally if the entity is established butnotyet trading.

Retention Period for Statutory Financial Statements / Working papers

Businessrecords mustbe kept fora minimum seven-year period.

Requirements to Retain Physical Copies Locally/Electronically Stored Data to Reside on In-
country Server

However, approval to hold records outside New Zealand can be given. Usually some assurance mustbe
given that New Zealand Inland Revenue will be able to access the records, if held offshore.

Requirements to Prepare Financial Statements in Local Currency

Financial statements can be prepared in the functional currency of the entity. However, taxable income
mustbe stated and determined in New Zealand dollars (this also applies to any disclosures supporting the
tax calculation, such as the IR 10 orfinancial statements filed with New Zealand Inland Revenue).

What GAAP must the Financial Statements be Prepared Under?

Public Interest Entities and those considered “large” by the legislation are required to prepare GPFRin
compliance with New Zealand Generally Accepted Accounting Practice (NZ GAAP). Compliance with NZ
GAAP requires entities to prepare financial statements following New Zealand Equivalents to International
Financial Reporting Standards (NZ IFRS), or where there is reduced public accountability for the entity, in
compliance with the NZ IFRS Reduced Disclosure Regime (NZ IFRS RDR). Entities reportingin
accordance with NZIFRS RDR mustapply all recognition and measurementcriteria of NZIFRS, but are
permitted to include reduced disclosures in the financial statements.
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Entities that are not required to provide statements in accordance with either standard are required to
prepare financial statements in accordance with the Tax Administration (Financial Statements) Order2014.
This sets the required accounting policies and disclosures to supporttax return calculations.

Prescribed Format and Details for Financial Statements

The requirements setting outwhich entities are required to prepare and file General Purpose Financial
Reports (GPFR) are included in various entity and sector-specific legislation including the Financial
Markets ConductAct 2013 and the Financial Reporting Act2013.

Filing Due Date

If there is a filing requirement, the financial statements mustbe filed within five months of balance date.
Filing Format of Financial Statements

Thereis no prescribed format.

Filing Extension Availability and Details

Not applicable. Late filing fees may apply if financial statements are filed after the due date.
Penalties for Non-Compliance

In addition, penalties and Courtaction may apply to company directors if a company does notfile audited
financial statements.
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1.5 Incentives

Intellectual Property Incentives

None

R&D Incentives

A 15% tax credit is available for eligible R&D expenditure from the 2019-20 income year. The tax credit
replaces a number of existing Government R&D grants. There is a minimum R&D expenditure threshold
amongstother qualifying criteria. If the businessisin a tax loss position, the R&D credit is refundable. All

businesses, regardless of legal structure, are eligible subjectto meeting the qualifying criteria.

R&D grants are also available through Callaghan Innovation (such as projectgrants, studentgrants and
repayable loans for technology incubators) and through other Governmentagencies.

Research costs can generally be expensed, for tax purposes, while development costs musttypically be
capitalised. (The tax treatmentgenerally follows accounting. Capitalised developmentcosts may be
depreciated ifitgivesrise to depreciable intangible property.

Special Tax Regimes for Specific Industries or Sectors

New Zealand has special tax regimes for forestry, mining of certain specified minerals (i.e. gold, silver, iron,
petroleum), and farming (e.g. livestock). In addition, there are specificrules for certain financial entities,
such as banks and life insurers.

Other Incentives

New Zealand does nothave any othertax incentives, such as headquarterincentives, tax holidays etc.
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1.6 International Taxation

Double Taxation Relief

New Zealand provides a combination of unilateral and tax treaty based double tax relief through foreign tax
credits. For a foreign tax creditto be allowed, the foreign tax mustbe imposed on the New Zealand
taxpayerand be forincome which is also taxed in New Zealand. The foreign tax creditamountis limited to
the New Zealand taxon the income and where the income is covered by a double tax agreement, is also
limited to the amountof foreign tax that can be properly imposed by the other country underthe relevant
treaty provisions.

New Zealand Base Erosion and Profit Shifting (BEPS) developments
New Zealand is an active participantin the OECD’s work program on BEPS.

BEPS legislation (the Neutralising Base Erosion and Profit Shifting Act2018) was enacted on 28 June
2018 and contains:

= amendments to the transfer pricing rules, including a related party interestrate limitation rule. and
increasing the statue bar period for transfer pricing disputes to 7 years;

- amendments to the thin capitalisation rules so that “non-debtliabilities” of the New Zealand taxpayer
(or NZ group) are generally excluded from assets, in the calculation of the NZ debt-to-assetratio,
when assessing whetherthe 60% thin capitalisation safe harbor threshold is breached;

= deemed Permanent Establishmentrules forarrangements aimed atpreventing a New Zealand
taxable presence for foreign multinationals with global turnover greater than EUR750m, where there
is NZ-based facilitation of sales activity and the arrangementavoids New Zealand or New Zealand
and foreign tax;

- comprehensive implementation of the OECD’s Action 2 Hybrids recommendations (with some
delayed effective dates).

The BEPS legislation generally has effectfor taxpayers with effectfor balance dates beginning on or after 1
July 2018. Other BEPS related changesinclude:

= New Zealand’s ratification of the Multilateral Convention to Implement Tax Treaty and Related
Measures to PreventBEPS (the “MLI"), which came into force in New Zealand from 1 October2018.
The MLI will allow New Zealand to adjustits existing double tax agreements with other participating
countries to adaptto the OECD’s new treaty provisions on anti-abuse, dispute resolution and
transfer pricing.

= Automatic Exchange of Information (“AEOI”) using a Common Reporting Standard and Country-by-
Country (“CbC”) reporting. AEQI applies to New Zealand financial institutions from 1 July 2017
(Note: the United States Foreign Account Tax Compliance Act (“FATCA”) has applied to New
Zealand financial institutions from 1 July 2014.) CbC reporting applies to New Zealand groups with
revenue of more than approximately NZ$1.2b (NZD equivalentof EUR750m).

= Recent legislative changes have strengthened New Zealand’'s non-resident withholding tax
(“NRWT”) regime to address perceived weaknesses in those rules in relation to related party debt.
These include a tightening of the rules for accessing the concessionary Approved Issuer Levy (“AIL”)
regime (as an alternative to NRWT), preventing the deferral of withholding tax payments on related-
party loans and eliminating existing exemptions from deducting withholding tax. The changes have
wide impact.

= The Convention on Mutual Administrative Assistance in Tax Matters allows the New Zealand Inland
Revenue to seek assistance from other tax authorities in pursuing international tax evasion and tax
debt.

The New Zealand Governmentreleased a discussion documentin June 2019 on options for taxing the
digital economy. Among the issues being consulted on are New Zealand’s response to the OECD’s digital
economy proposals and a unilateral 3 percentDigital Services Tax (DST) on the gross revenue of certain
highly-digitalized multinationals attributable to their New Zealand users. The digital activities targeted under
a DST are online intermediation, social media and contentsharing, search engines and sales of user data.
The DST would apply to multinationals providingin-scope digital activities with global consolidated turnover
(from all operations) of atleast EUR750m and New Zealand-specific revenues of atleastNZ$3.5m.
Decisions onimplementing a DST for New Zealand are pending the OECD’s progress on BEPS 2.0 (Pillar
1 andPillar 2) initiatives.
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Foreign-Exchange Controls
There are no foreign exchange controlsin New Zealand. However, anti-money laundering rules apply.
International Withholding Tax Rates

Dividends: Dividends paid to a non-residentare subjectto withholding tax at 30%. However, fully imputed
dividends are subjectto 0% withholding tax if the shareholder owns more than 10% of the company, or
15% otherwise. These rates may be reduced under a tax treaty.

Supplementary dividend regime: ANew Zealand residentcompany may pay a supplementary dividend
accompanying a fully imputed dividend to shareholders holding less than 10% of the company’s shares.
The effectof the supplementary dividend rulesis the dividend is grossed up for the withholding tax. The
company receives a tax creditfor the supplementary dividend paid to fund this gross up.

There are special anti-avoidance rules to preventdividend strippingand re-characterization of dividends as
non-taxable amounts.

Interest: Interest payments to non-residents are generally subjectto withholding tax at 15%. This rate may
be reduced undera taxtreaty or if New Zealand’s Approved Issuer Levy (“AlL”) regime appliesinstead (i.e.
a 2% AlL can be paid instead of withholding tax on interestif the payer and recipientare notassociated
while a0% AIL is available for widely-issued bonds thatmeet certain requirements).

There are avoidance rules targeted atrelated party debtwhere:

" This is disguised through use of back-to-back or other arrangements to take advantage of the lower
AlL rate;

Thereis a timing difference between whenthe interestdeduction is available to the payerand the
withholding taxon the interestis payable.

Royalties: Royalty payments to non-residents are subjectto withholdingtax at 15%. This rate may be
reduced under a tax treaty.

Note that the tax treaty definitions of a royalty may notbe the same as the domestic law definition. The
effectof this difference isthatan item of income may be taxed at a treaty rate when New Zealand would
not considerthe amountto be a royalty underdomesticlaw (i.e. it may be lease or business profits
income). This applies particularly to the use of property and the provision of certain technical services.

The BEPS legislation potentially captures suchincomeeven if theincome is derived from outside New
Zealand —forexample, if the services are performed outside New Zealand, through a new source rule.

Withholding Tax Rates under the Income Tax Treaties

New Zealand — Treaty Withholding Rates Table

Dividends Interest Royalties
Individuals, Qualifying
companies companies
(%) (%) (%) (%)

Domestic Rates

15 (non- 0/15 (non- 15 (non- 15 (non-
Companies: residents)/ 33 residents)? residents)®/28  residents)

(residents)’ (residents)?

33 (residents) N/A 15 (non- 15 (non-
Individuals: residents)/ 33 residents)

(residents)
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15 (non- 0/15 (non- 15 (non- 15 (non-
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Australia 15 54/05% 10 5
Austria 15 15 10 10
Belgium 15 15 10 10
LI CEWAREL TS Ln::;il:‘?i’ (%) S:;I::Z:]igs (%) Interest (%) Royalties (%)
Canada 15 54/0° 10 5/107
Chile 15 15 10/158 5
China (People's Rep.) 15 Bk 10 10
Czech Republic 15 15 10 10
Denmark 15 15 10 10
Fiji 15 15 10 15
Finland 15 15 10 10
France 15 15 10 10
Germany 15 15 10 10
Hong Kong 15 54/0° 10 5
India 15 15 10 10
Indonesia 15 15 10 10
Ireland 15 15 10 10
ltaly 15 15 10 10
Japan 15 o1 10 5
Korea (Rep.) 15 15 10 10
Malaysia 15 15 15 15
Mexico 15 5 10 10
Netherlands 15 15 10 10
Norway 15 15 10 10
Papua New Guinea 15 15 10 10
Philippines 15 15 10 15
Poland 15 15 10 10
Russia 15 15 10 10
Samoa 15 54 10 10
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Australia 15 54/0° 10 5
Austria 15 15 10 10
Belgium 15 15 10 10
Treaty Rates r:r::;l:iss’ (%) S::]Ig:::gs (%) Interest (%) Royalties (%)
Canada 15 54/06 10 5/107
Chile 15 15 10/158 5
China (People's Rep.) 15 518 10 10
Czech Republic 15 15 10 10
Denmark 15 15 10 10
Fiji 15 15 10 15
Finland 15 15 10 10
France 15 15 10 10
Germany 15 15 10 10
Hong Kong 15 54/0° 10 5
India 15 15 10 10
Indonesia 15 15 10 10
Ireland 15 15 10 10
ltaly 15 15 10 10
Japan 15 01 10 5
Korea (Rep.) 15 15 10 10
Malaysia 15 15 15 15
Mexico 15 5 10 10
Netherlands 15 15 10 10
Norway 15 15 10 10
Papua New Guinea 15 15 10 10
Philippines 15 15 10 15
Poland 15 15 10 10
Russia 15 15 10 10
Samoa 15 54 10 10
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Singapore 15 54, 10 5
South Africa 15 15 10 10
Spain 15 15 10 10
Sweden 15 15 10 10
LI CEWAREL TS ::n:;:’g;ﬁ:’(% ) S:;IEZ:EES (%) Interest (%) Royalties (%)
Switzerland 15 15 10 10
Taiwan 15 15 10 10
Thailand 15 15 10/15 M 10/15 %
Turkey 15 15 0,10,15 "
United Arab Emirates 15 15 10 10
United Kingdom 15 15 10 10
United States 15 54/0" 10 5
Vietnam 15 B 10 10
Notes:

1 New Zealand has a ResidentWithholding Tax (“RWT”) which applies to interestand dividends. Itis
included in this table for comparison purposes and to show the effectof domestic payments. The RWT
rate varies with the type of income and the status of the recipient. (An RWT exemption can be sought
in certain circumstances). Where a fullyimputed dividend is paid to a resident corporate shareholder,
no RWT deductionis generally required.

2 Fordividends paid to a non-resident, if the non-residentowns 10% or more of the company payingthe
dividend, a 0% domesticrate applies to the extentthe dividend is fullyimputed. The 0% rate also
appliesto fullyimputed non-cash dividends. A 15% domestic rate applies to fully imputed cash
dividends paid to a shareholder holding less than 10%. The domesticrate is 30% in other cases.

3 2% approved issuerlevy may apply if the New Zealand borrower (the “payer”) and foreign lender are
not related, the payeris registered as an approved issuerand the security under which the interestis
payable is registered with Inland Revenue.

4 If the beneficial owner of those dividends is a company thatowns atleast 10% of the sharesin the
payer.

5 If the beneficial owner of those dividends is a company thatowns 80% or more of the sharesin the
payerand meets other criteria or if the beneficial owneris a Contracting State or governmentbody and
holds directly no more than 10% of the shares in the company paying the dividends.

6 If the beneficial ownerof the dividends is a Contracting State, or governmentbody.

7 5% appliesforcopyrightroyalties and otherlike payments and royalties for the use of, or the right to
use, computer software or any patentorknow how. 10% in all other cases.

8 10% appliesforinterestderived from loans granted by banks and insurance companies. 15% in all
othercases.

9 0% appliesif the beneficial owneris a company thathas 50% or more of the shares of the company
paying the dividends (provided special conditions are met) or the beneficial owner of the dividendsis a
Contracting State including a governmentinvestmentfund).
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Singapore 15 54, 10 5

South Africa 15 15 10 10
Spain 15 15 10 10
Sweden 15 15 10 10

L CEWAREL T ::n:rir:’;:l:]?;ss’ (%) (?:::gzir:gs (%) Interest (%) Royalties (%)
Switzerland 15 15 10 10
Taiwan 15 15 10 10
Thailand 15 15 10/15 ™" 10/15 12
Turkey 15 15 0,10,15 ™

United Arab Emirates 15 15 10 10
United Kingdom 15 15 10 10
United States 15 54/0M 10 5
Vietnam 15 5® 10 10
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10 If the beneficial owner of the dividends is a company thatdirectly owns at least 10% of the shares of
the company paying the dividends and meets certain other criteria.

11 10% applies when the interestis received by any financial institutionoris paid with respect to debt
arising from a sale on creditof any equipment, merchandise, or services. 15% in all other cases.

12 10% for certain types of royalties but 15% in any other case.

13 10% ifit is paid to a bank. 0% if its interest arising in New Zealand and paid to the Governmentof
Turkey orto the Central Bank of Turkey. 15% in all other cases.

14 0% if the beneficial owner of those dividends is a company thathas owns 80% of the company paying
the dividends and meets certain other criteria.

15 If the beneficial owneris a company which holds directly atleast50% of the sharesin the company
paying the dividends.

16 If the beneficial ownerisa company holding atleast25% of the company paying the dividends.
Other Agreements

New Zealand is a party to the OECD’s Convention on Mutual Administrative Assistance in Tax Matters and
the Multilateral Convention to Implement Tax Treaty Related Measures to PreventBEPS (the latterhas
entered into force for New Zealand and will update New Zealand’s DTAs progressively as other countries
ratify the Multilateral Instrument). New Zealand’s DTAs with Australia, UK, France, Japan, Poland and
Swede have already been updated. DTAs with the Netherlands, Singapore and India will be updated in
2020.

New Zealand has an intergovernmental agreementwith the United States for compliance with the US
Foreign Account Tax Compliance Act(FATCA)and has also implemented the Common Reporting
Standard (CRS). These requires New Zealand financial institution to collectand reportfinancial account
information relating to non-residentinvestors.

The Automatic Exchange of Information initiative provides for the exchange of financial accountinformation
collected underboth FATCA and the CRS. Exchange of information between tax authorities may also
occur underthe OECD Convention on Mutual Administrative Assistance in Tax Matters and under some of
New Zealand’s DTAs.

Income Tax Treaties for the Avoidance of Double Taxation (Negotiated, not yet in force at time
of publication)

Austria (2nd Protocol) Luxembourg (DTA)
Belgium (2" and 3rd Protocol) Netherlands (Protocol)
Switzerland (Protocol) United Kingdom (DTA)
Korea (DTA) Saudi Arabia (DTA)

Slovak Republic (DTA)

Agreements for the Exchange of Information

Tax information exchange agreements allow for the exchange of information between two jurisdictions. The
following agreements are in force:

Anguilla Jersey
Bahamas Marshall Islands
British Virgin Islands Netherland Antilles
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Austria (2nd Protocol) Luxembourg (DTA)
Belgium (2"and 3rd Protocol) Netherlands (Protocol)
Switzerland (Protocol) United Kingdom (DTA)
Korea (DTA) Saudi Arabia (DTA)

Slovak Republic (DTA)
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Anguilla Jersey
Bahamas Marshall Islands
British Virgin Islands Netherland Antilles
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Cayman Island Niue

CooklIslands SaintMaarten

Curacao San Marino

Dominica St Vincentand the Grenadines
Gibraltar Turks and Caicos Islands
Guernsey Vanuatu

Isle of Man

New Zealand has signed tax information exchange agreements with the following (butthese are notin
force):

Bermuda St Christopherand Nevis

Source: Inland Revenue (http://taxpolicy.ird.govt.nz/tax-treaties)

Indirect Offshore Disposal Rules

New Zealand does nothave indirect offshore disposal rules. However, New Zealand’s general anti-
avoidance rule may need to be considered.
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Cayman sland Niue

CooklIslands SaintMaarten

Curacao San Marino

Dominica St Vincentand the Grenadines
Gibraltar Turks and Caicos Islands
Guernsey Vanuatu

Isle of Man

Za—P—FUFILUTOELERRBESEL TS (BNRETTHD) :
Bermuda St Christopherand Nevis

Source: NZ Inland Revenue (http://taxpolicy.ird.govt.nz/tax-treaties)
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ENHD.
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Requirements

New Zealand has a comprehensivetransfer pricing regime based on the OECD Transfer Pricing Guidelines
and the ‘arm’slength’ principle.

Transfer pricing documentation is notrequired to be lodged with the annual income tax return. However,
the New Zealand Inland Revenue has strongly emphasized the desirability of robustand concurrent
transfer pricing documentation to support positions taken.

BEPS legislation, which applies forincome years starting on or after 1 July 2018:

=  Shiftsthe burden of proof from New Zealand Inland Revenueto the taxpayerin transfer pricing
matters.

= Extendsthe periodin which Inland Revenue can re-open/dispute taxpayers'transfer pricing positions
from 4 to 7 years.

= AllowsInland Revenue to disregard orreplace transfer pricing arrangements thatare not "commercially
rational".

= Extendsthe application of New Zealand's transfer pricing rules to cover groups of non-residents who
"act together"to effectively control a New Zealand entity or group (to align with the application of New
Zealand’s thin capitalisation rules to such arrangements).

Taxpayers can enter into unilateral or bilateral Advance Pricing Agreements (“APAs”) to minimize transfer
pricing risk. A unilateral APA can be entered into with the New Zealand Inland Revenue, butis binding only
on the New Zealand tax authority (foreign tax authorities can still challenge the transfer pricing position
taken). A bilateral APA also removes the foreign taxrisk, as long as the terms and conditions of the APA
are satisfied.

New Zealand has mutual agreement procedures for resolvingtransfer pricing disputes.
Country-by-Country Reporting

New Zealand participates in Country-by-Country reporting. To date, this has been done by New Zealand
Inland Revenue exercising its general information collection powers. Formal Country-by-Country reporting
powers were introduced in the recently enacted BEPS legislation.

Master and Local Files Reporting

See Country-by-Country reporting

Common Reporting Standard

New Zealand has implemented the Common Reporting Standard (“CRS”) with effectfrom 1 July2017.The
NZ CRS reporting period is from 1 April to the following 31 March, with reporting to Inland Revenue due by
30 June. This mirrors the reporting period and reporting under US FATCA.

New Zealand Reporting Financial Institutions are required to have formal on-boarding processes for new
accounts and are required to perform due diligence on existing accounts (i.e. accounts opened priorto 1
July2017)in accordance with the New Zealand Applied CRS.

Accountholders are obliged to provide self-certifications on accountopening or as requested by their
financial institution.

New Zealand Tax Profile - English | 21



AT E (BAFER) FRFBEARAOBRFERTY, REBEAEBAREROBICHELIHDIH L, HEEBRELET,
AHRFIME (BARER FSREMCOAAESNTEY  KEBEAREHHLE TTHANLEEET LI BRAVLWVELETS,

2 T2 En (M4 F il

=3
A

-3

Za—Y—3FURIZIE, OECDDHERMMIEHT A RS54 L IZHERLL . M DIk 3L 1 3 IR Bl SR D BB R SR itk
BHH DD,

BEMEXET. FROBBEREELABFORE ERH M ToA TGN LML, 22— —FUFRER A
FF i3, SHOBEMIERS L avEd Y R— b3 57012, BEMEXEDOTEMN DBBLI-EBAEELLE,
58 ERLTULS, BEPSHETF2018F7 A1H LI OBMBEENLIHEITSNS:

»  RBEMEICEYTIEAHEEL. AERATHOMBRENEBITIN TS,
»  RERAFTIZESMBEEDOBEMZRO L avcHd 2BRE - REHREIE AFNSTEICERSN D,

«  RNEBRAFIE, BELEAEMEALL (Not commercially rational) $8%5i & O R ER (R I 2 HY RD%E
B|EHIVIELBEZRDILEFSNS,

» DAY —JURDEHFRRVIN—TEREMICKE T B-OICNHIZEEEITS (acttogether) 13EEE
EOTN—TIZHLTH, 22— D=5 UROBEMEBH OBREEELAT D, ShlL. B ERFH]
DERHEHEICFINEEHLEDDHDTHD,

BB (X ERMEHRHE YR VER/NRICT 518 EIRFE 1T = E R O BER (i = al iR 5 (APA) ZFIF
T HENTESD, BENAPARZ 12—V —SUFRERAT LR T 5 ENTESN. Za—U—FUFEBISH
LTOAMEANHS NEDRB LB IEMBEDBEMIEROIIVICRBEBADEATED) . ZEH
APAIZ, ERTHERLI-FHFEMI-LTOSRY . RN DRB RV LIMYRRZENTES,

Za—C—SURERBEMERH T AMELOBEROF—BMALELEEDHERBERRZAL TS,

ESpk =)

Za—P—FUFFENBREHREIZSELTNS, SDECAHE, Za—D—FUFRERATIZE S — BRI TE
HRINEDERTITONTNS, EXCEANHREFEDERIL, SiAEITSNI-BEPSEIZEASN TS,

TRA—BLUO—HILI7IIVDHE
ERFREFEDIEESE

B HEHRR

—a—U—3URE2017E7 A1 BN HBHREHRAEZHEAL TS, =2 — U —3UFITHEITHCRSD & HifFE
F4A1BMSEE3AMAETTHY. 6 AR ETICHERATICHRET 5, Shidk. KEFATCAIZE DR
HHMBIVMEERRL TV,

Za—Y—3SUFDHEBRBRNRERMBEIL., a2 —C—SUFTRASN-HAEBRERKITH- T FR O E
[CREXGRARFHRFIEZRT. BFEO OB (201747 A1 8 URTICRAFRESN-OF) I L TIFHEEEERT
2&3. BFHELTLS,

O EEREFE X O R E - X ERMEEA L DEFICLY BCSREEZRELGTNIEELE,

New Zealand Tax Profile - Japanese | 21



KPMG

3 Indrect lax

Indirect Tax

Goods and services tax (“GST”). GST is a comprehensive value added tax. Aimostall supplies of goods
and services are subjectto the tax (see exceptions below).

Standard Rate

The standard GST rate is 15%.

From 1 October2016, supplies of remote services (e.g. consulting services and digital contentand media)
by non-residents to New Zealand resident customers are generally subjectto collection of GST. The non-
residentsupplierisrequired to register forand return New Zealand GST if theirannual sales to New
Zealand consumers exceed NZ$60,000. From 1 December 2019, imports of goods where the value isless
than NZ$1,000 will be subjectto collection of GST by the non-resident supplier under similar provisions to
the remote servicesrules.

Exceptions: some goods and services are treated as zero-rated (e.g. exports) or exempt(e.g.financial
services).

Further information
For more detailed indirecttax information, refer to:

KPMG's 2017 Asia Pacific Indirect Tax Country Guide
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Top Rate
The top rate of personal income taxin New Zealand is 33% and applies forincome over NZ$70,000.

Under New Zealand’s tax system, a rate of 10.5% applies on the first NZ$14,000 of income, 17.5% on
income between NZ$14,001 and NZ$48,000, 30% between NZ$48,001 and NZ$70,000, 33% between
NZ$70,001 and NZ$180,000, and 39% above NZ$180,000.

Social Security

New Zealand has a comprehensive public compensation system forinjuries and accidents (including in the
workplace), provided by the Accident Compensation Corporation (“ACC”). The system is mainly funded by
levies on employees. For 1 April 2021to 31 March 2022, the ACC levy on employees’ earningsis 1.39% of
grossearnings up to NZ$130,911.

In addition, New Zealand has a national work-based superannuation saving scheme called ‘KiwiSaver’.
While the scheme is voluntary, it works on an “opt-out” basis (i.e. new employees are automatically
enrolled in KiwiSaver and mustoptoutwithin certain prescribed time frames). Participating employees and
theiremployers musteach currently contribute a minimum 3% of gross salary to KiwiSaver. Savings are
generally locked-in until the retirementage (currently 65). The New Zealand Governmentprovides an
incentive to KiwiSaver members in the form of a Government contribution up to NZ$520 perannum.

International Social Security Agreements

Australia Greece Malta Pacific countries
Canada Ireland Netherlands United Kingdom
Denmark Jersey and Guernsey

Source: Work and Income New Zealand

*New Zealand and Australia have an agreementto facilitate portability of national superannuation savings
on migration of persons between the two countries.

Visa Requirements
New Zealand’s visa requirements vary by country. Specific advice should be sought.
Further Information

For more detailed personal taxation information, refer to:

KPMG’s Thinking Beyond Borders
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Fringe Benefit Tax (FBT)

FBT appliesto benefits provided by employers to employees (or their families), such as motor vehicles;
low-interestloans; and free, subsidised or discounted goods or services. It is levied on employers
according to the taxable value of the fringe benefitprovided. The FBT rate can vary with the tax rate of the
employee receiving the benefit.

With the increase in the top personal taxto 39% from 1 April 2021, the top FBT rate was also increased to
63.93% (forall-inclusive pay above NZ$129,681).

Stamp Duty

New Zealand does nothave a stamp dutyregime.
Property Taxes

Thereis no central Governmentproperty tax. Local councils can charge alevy (‘rates’) for services they
provide based on the value of property. While New Zealand does nothave a capital gains tax, gains
realized on disposal of property may be taxable if the property was acquired with the intention of resale or
the vendoris a dealerin property.

The sale of a residential property (otherthan the main family home and in limited other cases) within five
years (the ‘brightline’ period)is taxable, for properties acquired between 29 March 2018 and 26 March
2021. For residential property acquired after this date, the ‘brightline’ period hasbeen extended to 10
years (other than for certain ‘new build’ properties which willcontinue to have a five year ‘brightline’ period
under pending legislation).

Interest payments on loans for residential property acquired on or after 27 March 2021 will generally be
non-deductible from 1 October2021 (with limited exceptions for certain ‘new build’ properties). Intereston
loans for property acquired before this date can be deducted, butwill be phased out progressively over four
years (with no interestdeductions available from 1 April 2025). Legislationto enactthese interest limitation
rulesis currently before New Zealand’s Parliamentand is expected to be enacted by 31 March 2022.

New Zealand also has rules which tax, forexample, property acquired with the intention of sale, regardless
of the length the property was held (the brightline rule applies if these other rules are notapplicable).

Buyers and sellers of residential land are also subjectto additional information requirements (including their
IRD numberin certain circumstances) while non-residents will need to have a fully functioning New
Zealand bank accountin orderto obtain an IRD numberto transact.

A residential land withholding tax applies to sales of New Zealand residential property (where the property
is sold within the ‘brightline’ period) by offshore persons (e.g. non-residents, or entities owned more than
25% by non-residents). The withholding tax rate is 33% (individuals) or 28% (companies) of the vendor’s
gain (i.e. sale price less purchase cost) or 10% of the sales proceeds.

From 1 April 2019, lossring-fencing rules apply for residential investment properties. These rules prevent
the offsetting of nettaxlosses from residential investment properties againstothertaxable income, e.g.

salary or wages orbusinessincome. The rental losses mustbe carried forward to use in future years to
offsetagainstrental income ortaxable gains on disposal of the properties.

Inheritance Tax / Gift Duty
Noinheritance or gifttax appliesin New Zealand.
Other taxes

New Zealand has a number of other taxes including excise taxes on alcohol, tobacco, and petroleum.
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Tax review

In December2017,an independent Tax Working Group (“TWG”) was established to consider the structure
of the New Zealand tax system, including the fairness of the system, its revenue raising capability, and its
fit for purpose given technological and other changes. Specificissues the TWG was asked to consider
include the taxation of capitalincome, including whether New Zealand should adopta capital gains tax
(excluding the family home) to address housing affordability, and environmental taxation.

The TWG issued its final reportin early 2019. The then Governmentrejected the TWG majority’s

recommendation to adopta capital gains tax but indicated thatotherrecommendations were still under
consideration.
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6.1 Customs

Customs Duty

Customsdutyis levied on certain goods entering New Zealand. The rates vary according to the types of
goods, whethera concession is available, and the country of origin. Preferentialrates may be applicable if
the goods are sourced from a country with which New Zealand has a free trade (or similar)agreement. The
customs value, which is derived using one of six valuation methods, is the base on which customs duty is
charged.

New rules for collecting New Zealand GST on low-value imported goods cameinto force on 1 December
2019. The rules apply to imported goods valuedator below NZ$1,000 and require non-resident
merchants, operators of electronic marketplaces and re-deliverers to register and return New Zealand GST
on salesto New Zealand consumers if they exceed or are expected to exceed NZ$60,000 in total overa
12-month period.

Excise Duty

Motor spirits, tobacco, and alcohol products are levied with excise duty. The rates vary between the
products.

6.2 Free Trade Agreements (FTA)

In Force
Australia Hong Kong Singapore
Australia and ASEAN Malaysia Thailand
China Korea (Republic of) Trans-Pacific Partnership (P4)
Comprehensiveand . )
Progressive Agreementfor Digital Economy Partnership PACER PLUS
Trans-Pacific Partnership Agreement(DEPA)
(CPTPP)
Notes

ASEAN = Brunei, Cambodia, Indonesia, Laos, Myanmar, Malaysia, Philippines, Singapore, Thailand and
Vietnam.

Trans-Pacific Strategic Economic Partnership (P4) = Brunei Darussalam, Chile, Singapore

Trans-Pacific Partnership (CPTPP)=New Zealand, Australia, Brunei Darussalam, Canada, Chile, Japan,
Malaysia, Mexico, Peru, Singapore and Vietnam.

PACER PLUS (Pacific Agreementon Closer Economic Relations) (Australia, Cook Islands, Federated
States of Micronesia, Fiji, Kiribati, Nauru, Niue, Palau, Papua New Guinea, Republic of Marshall Islands,
Samoa, Solomon Islands, Tonga, Tuvalu, Vanuatu)

Concluded/Signed (pending domestic ratification)

= Regional Comprehensive Economic Partnership (ASEAN, Australia, China, India, Japan and Korea)

= China (FTA upgrade)
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Australia Hong Kong Singapore
Australia and ASEAN Malaysia Thailand
China Korea (Republic of) ;I'Igir;s-Pamflc Partnership
Comprehensive and Progressive Digital Economy Partnership PACERPLUS
Agreement for Trans-Pacific Agreement(DEPA)
Partnership (CPTPP)
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= Anti-Counterfeiting Trade Agreement
Ll Gulf Co-operation Council (Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, United Arab Emirates)
= Comprehensiveand Progressive Agreementfor Trans-Pacific Partnership (Australia, Brunei,

Canada, Chile, Japan, Malaysia, Mexico Peru, Singapore, Vietnam)

In Negotiation

= Russia, Belarus and Kazakhstan
Ll European Union Free Trade Agreement
= India

. Pacific Alliance FTA (Chile, Colombia, Mexico, Peru)

= WTO e-commerce negotiations

Ll AANZFTA upgrade (ASEAN-Australia-New Zealand FTA)
Ll United Kingdom

Source: New Zealand Ministry of Foreign Affairs & Trade
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/- lax Authorty

Tax Authority

New Zealand Inland Revenue
Linkto Inland Revenue

Tax Audit Activity

New Zealand Inland Revenue’s enforcement activity is based on risk profiling (‘risk reviews’) of taxpayers
and industries. Generally, large taxpayers and corporates can expectto receive an annual risk review (this
is typically by way of New Zealand Inland Revenue questionnaires and, in some cases, a follow-up
meeting). Material issues identified, if any, may trigger a full audit of the taxpayer. New Zealand Inland
Revenue can generally go back and re-open returns for the previous four years. Inland Revenue
compliance focus for multinational enterprisesis available here.

Large taxpayers and groups are required to provide a ‘Basic Compliance Package’, comprising the
financial statements, tax reconciliations, and group structures, along with their tax return. The stated aim is
to allow Inland Revenue to examine a widerrange of businesses (multinationals in particular) moreclosely,
carry outadditional macro-analysis of industries, and identify variations by jurisdiction. New Zealand Inland
Revenue is also targeting international financing transactions through targeted questionnaires on funding
structures, interestdeductions, and transfer pricing.

New Zealand Inland Revenue “Business Transformation” has changed how itinteracts with taxpayerson a
range of tax types, including PAYE, GST, business and withholdingtaxes, and personal taxes. A key focus
of Business Transformation is moving communicationto digital channels, greater ‘real time’ collection of
information (e.g. from businesses’ payroll and accounting systems) and use of technology and data to
assist with accuracy, compliance and ultimately risk assessment. Business Transformationhas also
resulted in an organizational restructure of New Zealand Inland Revenue’s various business units.

Appeals

Taxpayers can enter into the disputes process to challenge a New Zealand Inland Revenue reassessment
of their tax affairs. Thisis a legislatively prescribed process, with requirements imposed on each party.
Disputes are referred to the Adjudication unitof New Zealand Inland Revenue for resolution (the
Adjudication unitis meantto function independently of the restof Inland Revenue). If the adjudication
process finds in favor of the taxpayer, the outcome is binding on the New Zealand Inland Revenue. If the
Adjudication unitfindsin favor of New Zealand Inland Revenue, the taxpayer can take the dispute to
litigation in the Courts. This can howeverbe a costly affairand is typically avoided unless the tax amount
involved is significant. A taxpayer can also seekjudicial review of some (butnotall) of the New Zealand
Inland Revenue’s actions during a tax dispute.

Tax Governance

New Zealand Inland Revenue has reiterated the need for Senior Managementand Boards of Directors to
be aware of the tax positions being taken and the need for documented tax risk managementpolicies. This
has been followed up in 2021 with targeted tax governance questionnaires. New Zealand Inland Revenue’s
assessmentof ataxpayer’'s tax governance processes can be a factorin its overall risk assessmentand
rating.
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Current Topics for Focus by Tax Authorities

The stated aim of Business Transformation is to allow New Zealand Inland Revenue to examine a wider
range of businesses (including multinationals) more closely and efficiently, carry outadditional macro-
analysis of industries, and identify variations by industry and jurisdiction.

New Zealand Inland Revenue is also targeting international transactions through targeted questionnaires
on funding structures, interestdeductions, and transfer pricing. The BEPS projecthas also encouraged a
focus on the effects of existing arrangements under the rules as they applied priorto enactmentof the
BEPS legislation. A continuing focus can be expected as a resultof the BEPS 2.0 Agreement.

Other areas of focusinclude ensuring the integrity of the new 39% personal tax rate (vis-a-vis use of
entities with lower tax rates, such as the 28% corporate and 33% trust tax rates). Inland Revenue has
indicated that structuring and/or transactions thatare designed to circumventthe application of the top
personal tax rate may be subjectto application of the general anti-avoidance provisions.
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