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1. Schengen Agreement

Schengen Area

The following 26 countries comprise the Schengen Area:

m Austria = Malta
= Belgium = Netherlands
m Czech Republic = Norway (non-EU
m Denmark Member State)
= Estonia = Poland
= Finland = Portugal
= France = Slovenia
= Germany = Slovakia
m Greece m Spain
= Hungary = Sweden
= Iceland (non-EU = Switzerland (non-EU
Member State) Member State)
= ltaly
= Latvia
= Liechtenstein (non-EU
Member State)
m Lithuania

a4

= Luxembourg

o

- Member states
- Agreement to be in force
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. Schengen Agreement

Schengen Entry/Exit requirement

m Once you enter one of these Schengen countries, you may travel continuously for up to 90
days within the member states as the Schengen Agreement eliminates all internal border
controls between them.

= Japanese citizens may enter ltaly for up to 90 days for tourist or business purposes without a
visa.

» Traveler must have:

— Valid passport: it must be valid for at least three months beyond the date of your expected
departure from the Schengen area if you do not hold a visa.

— Entry stamp: the absence of an entry stamp from the initial Schengen border of entry may
create subsequent difficulties on encounters with local police or other authorities
throughout the Schengen area.

— Customs officials may ask you to show a return ticket, proof of the purpose of your visit
and/or the proof of sufficient funds for your stay.
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. Schengen Agreement

Schengen Regulation Changes on Short-Term Stay

m Effective from 18 October 2013 Schengen border control changed for non-EU nationals.

— Travellers for business or tourism are permitted to stay in the Schengen area for 90 days in any 180-
days period. Once the 90 days maximum is reached, leaving for a brief period and re-entering the area
does not entitle a traveller to another 90 days within the Schengen area. The traveller would have to
remain outside of Schengen zone for 90 days before re-entering without a visa.

Previous Period 6 months Starting 6 months period
1 day
Number of 1 day 90 days 89 days out Re-entry in Schengen area
stay STAY ouT STAY

— The calculation re-started after the last departure and automatically allowed the traveller to remain
another 90 days.

New Rule | Period Reference period: 180 DAYS Starting 180-day
period
Number of 1 day 90 days 89 days 1 day 1 day Must leave Schengen Re-entry in Schengen
stay STAY ouT STAY ouT STAY area for 90 days area

— The definition implies calculating 180 days backwards: - it does not take into account entry/exit dates
earlier than 22 April 2013.

— The date calculator is available on the European Commission website
http://ec.europa.eu/dgs/home-affairs/what-we-do/policies/borders-and-visas/border-crossing/
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2. Immigration procedure
Principal steps

Apply and obtain the Work Permit
(Nulla Osta)

Apply and obtain the Working
Visa

Enter Italy:
Apply and obtain the Permit to

Employee Approx 2-3 months

* 1. Submit online application:
m Check the corporate relations including
representative in ltaly, employment
conditions, and the required documents.

* 2. Submit required original documents at
the Immigration Office (Prefettura)

* 3. The legal representative to sign the
Contract to Stay and receive Nulla Osta
at Prefettura

Self
Employed Approx 1-2 months

* 1. Submit the Nulla Osta application:
m The applicant must sign the self-
employed agreement.
m The ltalian Labour Authority (DTL) must
certify the above agreement.

* 2. Submit required original documents
to the Police Office (Questura)

* 3. Receive Nulla Osta at Questura

Approx 1-2 weeks

Apply for a visa at the competent
Italian embassy/consulate where
the territorial jurisdiction covers
applicant’s residence.

Approx 1-2 weeks

Apply for a visa at the competent
Italian embassy/consulate where
the territorial jurisdiction covers
applicant’s residence.

Stay

Approx 2-3 months

Within 8 working days from the date
of arrival:

1. Signthe contract to stay at the
immigration office.
2. Apply for a Permit to Stay

Approx 2-3 weeks

Within 8 working days from the
date of arrival:

1. Apply for a Permit to Stay

- Applicant
- Italian host company
% - KPMG
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3. Work Permit

= Work Permit (Nulla Osta):
— issued by the Immigration Office (Sportello Unico per I'immigrazione).
— immigration procedure may differ according to the purpose indicated on the work permit.

= [talian Immigration Law being characterised for its frequently changing rules and its
extremely complex procedures requires a case-by-case review.

= Nulla Osta are granted:

— Within the Quota System - entry quotas established by the Italian government
through the Flow Decree (Decreto Flussi). The applications can be submitted only
during the specific period of the year defined by the Decree and only till the quota is
reached.

Due to the recession, the quota has not been established since 2009.

— Qutside the Quota System - Under Art. 27 of Italian law, the work permit can also be
applied for at any time of the year even if the above quotas are not available.
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3. Work Permit

Type of Work

m Types of Nulla Osta - outside of Quota System, under Art. 27 of Italian law
—  Self-employment (Autonomo)

m Those whose intentions are to enter Italy to practice a profession independently or to
set up a commercial/industrial enterprise.

— Employment (Subordinato) — secondment *following are only a few examples from the list of Art. 27.
= Managers or highly skilled / qualified personnel.
= Skilled workers.
m Trainees and workers seconded for professional training.
= Conditions required:
— Employee must have been engaged in the same working sector for at least 6 months.

— The Home Company and the Host Company must belong to the same Group or have the
same Shareholders.

— In principle, the expatriate salary should be paid by the Home Company and not directly by
the Host Company.
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3. Work Permit
Comparison upon Work Permit

Type of Work Distaccato - Autonomo Distaccato - Subordinato Autonomo Subordinato
Permit (outside of quota - Self- (outside of quota - (within the quota - Self- (within the quota -
employed) secondment) employed) secondment)

Eligible Seconded from a home company No employment relation with a home company
person maintains the employment contract with a home company) (Local-hired)

Level / Director, General Manager, Manager Director, General Manager, Manager
Position Executives Executives
In Italy

OlIEUl{leF-1ile]sVAN EXxpert / well-experienced At least 6 months of experience Expert / well-experienced At least 6 months of

Experience in the sector experience in the sector
Available to apply at all times Not available since 2009
Validity of 5 years 2 years - renewable for up to 5 No expiry date

work permit years (issued 2 + 2 + 1 = Total 5
years)
Other Must have capital ties between a Home and an Italian Host company Italian Host company Apply the same regulation
as a general rule. must be in well-run (e.g. CCNL) with local
However, if there are no capital ties, it is still possible to apply for a making enough profit. employees
Distaccato-Subordinato permit by demonstrating the necessity to
have a Japanese secondee for business reasons. Examples:
Service Agreement Salary payment
Based on the Service Agreement between Home and Host TFR
companies, Home company can assign the right personnel for the
business purpose
Tight collaboration on business
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3. Work Permit
Comparison upon documents required

Secondment Letter - must be originally written in the language of Home Company (e.g. Japanese)

A document attesting relations between Home Company and Host Company - e.g. Certification of Italian company
registration or Financial Report of Japanese company

Accommodation
Passport copy of the Legal Representative Contract of service
Declaration of the Local Labour Office
Declaration of remuneration
Declaration of self-employed condition
NOTE:

Required documents may differ as the Local Authorities (Milan, Rome, Florence, etc.) may ask additional and /or diverse
info/data, and also according to the types of Permits.

All the foreign documents must be authenticated or must bear an ‘Apostille’ by the notary, to be translated into Italian, and
legalised by the competent Italian embassy/consulate where the documents are originally issued.
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. Work Permit

EU Blue Card in ltaly

= EU Blue Card in Italy

— Introduced in Italy on 8 August 2012, allows highly skilled non-EU nationals to live and to
be locally hired in Italy and ultimately acquire long-term EU residence rights.

— The EU Blue Card system will act as a single work permit and residence permit for
migrants who are qualified, effectively creating a much easier way for skilled migrants who
are seeking to work within the EU.

— Rights/Obligation:
= Working and salary conditions equal to nationals
m Free movement within the Schengen area
m Favorable conditions for family reunification
m Permanent residence perspective

» Freedom of association.
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3. Work Permit EU Blue Card in Italy

= EU Blue Card in Italy
— Condition and requirements:

= Highly skilled non-EU nationals who have at least a one year job offer or valid
employment contract with an Italian employer.

= The annual salary granted by the Italian employer must be higher than the minimum
fixed rate.

= Hold at least a three-year university degree or equivalent certificate which is relevant to
the applicant’s proposed occupation in Italy.

* The professional qualification will be verified by MIUR (Ministry of Education, University and
Research) which will give the seal of approval on the required documents (e.g. Graduate
Certificate, Declaration of Value, etc.).

All the documents shall be submitted to the Prefettura for the application of a Nulla Osta.
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3. Work Permit

Entry for training purposes

Two types of entry procedure for trainees (Art. 27 lett. F)

_ Training programme for Professionals International Training Programme

Purposes

Employment
relations

Sponsor

Programme

Work Permit

Visa Quota

Conversion to
the working visa

To perform training activities on the basis of a
temporary transfer or secondment programmed by
the Home company.

The applicant must be an employee of Home
company.

Home company where the applicant is originally
employed.

Duration of training programme must not exceed 2
years. The programme must be approved by the
Region where the Italian Host company located.

Once the programme is approved by the Region,
the Italian Host company must apply for a work
permit which allows the applicant to apply for the
training visa.

No quota

No: the applicant must return to the Home country
after the training programme.

To complete the internship programmed for the
professional training

There is no requirement for the employment status.

Third party in Italy.

Max duration of training programme must not
exceed 1 year. The programme must be approved
first by the Region and the Sponsor who puts an
approval stamp on the official documents for
applying for the visa.

Not required to apply for a work permit. Applicant
must apply for a training visa along with the
approval documents from the sponsor.

Annual visa quota set by the competent Italian
Embassy/Consulate. In 2012, a total of 5,000
entities were allowed for traineeships.

Yes: possible to convert if there is a regular contract
with an employer.
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4. Entry Visa and Fiscal Code

= VISA

— lIssued by the Competent Italian embassy/consulate that covers its jurisdiction where the applicant’s
residence is formally registered.

m Types of working visa
— Working visa for employees (Subordinato).
— Working visa for self employment workers (Autonomo).
— Trainee visa.
= The form/documents to be submitted:
— Passport (Valid at least 90 days beyond the returning date of your trip).
— An application form with a recent passport size photo.
— Residence certificate.

— Work Permit (Nulla Osta) issued by Sportello Unico per L'immigrazione/Approved documents for
Training Programme.

m Fiscal Code
— An identification number of the person for taxes and for administrative practices. To be issued at:
m Prefettura: for Subordinato who enters through the Prefettura for signing the contract to stay

m Revenue Agency (Agenzia delle Entrate): KPMG can complete the process with a proxy.
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. The integration agreement: the point based-system for Permit to Stay

m  What s the Integration Agreement?

— The Italian government introduced the ‘Integration Agreement’ (Accordo di Integrazione) to promote a
comprehensive social integration of non-EU/non-Schengen foreign nationals through the Italian
language and civic education.

= Who must sign the ‘Integration Agreement’?
— Non-EU/Non-Schengen nationals who:
= enter Italy AFTER 10th March 2012 for the first time
= apply for a Permit to Stay (Permesso di Soggiorno) for at least 1 year

= are age 16 and above (for minors aged between 16 and 18, the agreement is signed by parents or
guardian)

= Through the signing of this agreement foreign nationals undertake to achieve specific integration objectives
that must be fulfilled during the validity period of permit to stay:

— acquire a sufficient knowledge of the Italian language
— acquire a sufficient knowledge of civic culture
— guarantee the fulfillment of compulsory education to minors.

m Atarget of at least 30 credits must be reached in order to legally remain in Italy. The number of points can
be added or deducted according to achievement of specific tasks or commission of crimes or serious
violations of the Italian law.12
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4. The integration agreement: the point based-system for Permit to Stay

= Where to sign the agreement?
— For Subordinate and family members who enter under family reunion visa:
At ‘Sportello Unico per I'lmmigrazione’ of the Prefettura upon signing the Contract of Stay.
— For Autonomo and family members who enter under family cohesion (without a visa):

At the Police Office (Questura) during the fingerprints appointment for the application of
Permit to Stay.

= How to get the credits?
— On signing the agreement it will automatically be assigned with 16 credits.

— Within three months of signing the agreement, the foreign nationals are appointed a day to
participate in a civic training session introducing Italian culture and life (4 hours of video

viewing).

* Absence from the training session will cause the loss of 15 credits.

© 2013 KPMG S.p.A., KPMG Fides Servizi di Amministrazione S.p.A., Italian limited liability share capital companies, and Studio Associato 30
Consulenza legale e tributaria, an Italian professional partnership, are member firms of the KPMG network of independent member firms affiliated
with KPMG International Cooperative (‘KPMG International”), a Swiss entity. All rights reserved.



HEERFRT (R4 > MHIEE)

» BEICERTHEARVEAITE?
- WEXERAOFHFEEY (Subordinato) RUZDHRIREKEDREFUVEFE EIGE
BTFHRNOBRBLEEHR (Sportello Unico per I'lmmigrazione)
— FHTEER#9E (Contract of Stay) DEL K

m ZEOA I L—Y 3 AT 1 X(Questura)

o HEFRBREFREICE T SRR

n BRUZEGT DHER?

w 16EMAMMBEICER LERATEHNICHE SN D

o BMABECEZLEANS3S ALAIZ, AEANFA 2D TIZEITEIEPEFERN L
MR —ZVF2ySay (ABEIOETARE [CSMLAGTARGELEL,

W, FL—=259 vy a ERELEBEICIE, I6BMERS LIS,

© 2013 KPMG S.p.A., KPMG Fides Servizi di Amministrazione S.p.A., Italian limited liability share capital companies, and Studio Associato 31
Consulenza legale e tributaria, an Italian professional partnership, are member firms of the KPMG network of independent member firms affiliated
with KPMG International Cooperative (‘KPMG International”), a Swiss entity. All rights reserved.



4. The integration agreement: the point based-system for Permit to Stay

Table of eligible credits examples

Knowledge of the Italian language
Knowledge of the civic culture and civil life in Italy
Higher technical institutes or higher technical education and training

University courses or postgraduate courses in Italy (in both public and private
universities)

Formal qualifications recognised in Italy (secondary /higher education, bachelor's
degree, etc...)

Teaching activities (obtainment of teaching qualification, teaching activity in
universities, etc...)

Language and social integration courses (from 80 hours up to 800 hours)

Honours (conferment of honours by the Italian republic)

Economic and entrepreneurial activities (carrying out of economic and
entrepreneurial activities)

The Local Health Unit (ASL) registration and home doctor

Participation in social activities (volunteering activities with associations listed in
public registers or associations carrying out social promotion activities)

Signing of a multi-year tenancy agreement, purchase a real-estate for residential
purposes, etc.
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from 6 up to 12 (according to the level)
15 (for each semester completed)

from 30 up to 50 (according to the
number of exams passed)

from 35 up to 48 (according to the
qualification)

from 50 up to 54

from 4 up to 30 (according to the
duration of the course)

from2upto6
4

32



4. HEHE (KA 2 hHIE)
EmEAR

. @mmE | @#Eg

131 7EOMEES

127 OHRXIERUVTREFDHNEES
ESERMHARKEICE T 58 FHNEFT IRDOERSF

457 DREXITKREFRDREDERF

127 TOERGERODER (PF/EFHE. FL5%5)

HEEY HHFEROWMEG., KETOHFIFHFH)
SEEHZMME I —XERT (80K A 5 &RKB00KHEF T)

BE (2 7HMENMSDLZEDEE) Honours and public merit (conferment of
honours by the Italian republic or other public merits)

REEXRTY @F EXETHOEM)
i REER (ASL) OBEFER—LFIZ—FEE

HEFI~NOSN HEHEEFHZTIABRIIAKICERSNAREDRS VT4
7EE)

BEREDEE/BRZHOMEE, TEDBAFE

© 2013 KPMG S.p.A., KPMG Fides Servizi di Amministrazione S.p.A., Italian limited liability share capital companies, and Studio Associato
Consulenza legale e tributaria, an Italian professional partnership, are member firms of the KPMG network of independent member firms affiliated
with KPMG International Cooperative (‘KPMG International”), a Swiss entity. All rights reserved.

10BHIA SR AR30E A (BFD
LARJLIZHLE)

GHMIM LR KI2ENMN (BBDOL
NI)LIZHLB)

15 Bz (8T L8 &IZ15
==Xiva)

0B SR AS0E A (B L
—ERERERICHL D)

35 BfIMh LR K48 (BHEN
=Bz 3)

50 BEfIh 5 K548 I

4 BN SRAI0E M (BEE
FIC#5)

2B b ERKRGELL

4B
4B
4B

6E i

33



. The integration agreement: the point based-system for Permit to Stay

Duration and assessment of the agreement

m The agreement has a validity of two years.

However it may be suspended or extended at the request of foreign citizens by submitting documents
attesting:

— severe health family problems

— work reasons

— attendance of lifelong/long-term training or courses
— study abroad, etc.

= One month before the expiry date of the agreement, the Prefettura assesses the level of integration
achieved by foreigners requesting to submit the documents needed to receive additional credits.

= Should the non-EU citizens lack the necessary documents, they may ask to be tested to prove their
knowledge of the Italian language, of the their degree of civic awareness culture and needed to comply with
the agreement.

m The assessment can lead to the extension of the agreement for one year in the case foreign citizens
have not reached a sufficient number of credits.

m IMPORTANT: the assessment procedures are still under review by the competent authorities, which
may cause the unregulated result.
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. Permit to Stay

= A Permit to Stay is a document issued by the Italian Authorities that allows foreign people to
stay in Italy. It must be applied for within 8 working days from the applicant’s arrival in Italy

= A Permit to Stay is issued according to the purposes indicated on the entry visa.

= During the application period for the Permit to Stay, the applicants are not allowed to travel
(nor transit) to other Schengen member states, but only outside the Schengen Area via direct
flight.

Q&A:

Direct Flight (e.g. Milan = Tokyo = Milan) YES)/ NO
International Transfer/Transit (e.g. Milan = London = Tokyo = Milan@/NO
International Transfer/Transit (e.g. Milan = Frankfrut = Tokyo = Milan) YES{ NO

Domestic Transfer (e.g. Milano = Tokyo = Roma = Milano) @ / NO

* The border controls of Schengen member states are becoming quite strict recently.
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5. Permit to Stay
Application procedure

Estimated time

The application: must be sent from the authorised Post Offices.

The application form (so-called “KIT”) is available at the Post office - which includes two forms
to be duly completed and enclosed with the required documents in copy.

The applicant will receive:
Application receipt: that allows the applicants to stay in Italy and is valued as a temporary
permit until the permit to stay is issued.
Fingerprints Appointment notice letter: indicating date/time of the appointment at the

Immigration Office at the Police Headquarters (Questura) where the procedure will be
completed.

2-3 weeks
Fingerprints appointment at the competent police office
Require the originals of all documents.

The Police Office will inform the applicant via SMS of the date/time of the appointment for the 2-3 weeks
collection of the Permit to stay.

Entire procedure 1.5 - 2 months
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. Permit to Stay

Family Cohesion Procedure / Family Reunion / Seguito Procedure

m Family Cohesion Procedure
— The procedure consists in the following steps:

= AlJapanese family can enter Italy on a tourist basis without applying for a Visa

= They should apply for a permit to stay under ‘family motives’
— For Japanese nationals, this is the most common procedure.
= Family Reunion / Seguito Procedure
— The main difference between these two is the timing of entry into Italy:

= Reunion: The Nulla Osta can be applied only AFTER the worker (head of household) has obtained his permit to stay -
Family enter Italy after him - The longest procedure for family members to enter. (approx 8-10 months)

m Seguito: The Nulla Osta must be applied together with worker’s and family members must enter Italy with him.

= The validity of Permit of Stay
— The validity of Permit to Stay for family members’ is equal to the head of household’s (i.e. Worker).
= Principle documents required for family members:

—  Koseki-tohon (must bear an apostille, to be translated into Italian and be legalised by the Italian embassy/consulate in
Japan)

—  Certificate of housing stability

— Documents attesting the worker’s income.
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5. Permit to Stay

Renewal

= Renewal of Permit to Stay
— Renewal application period
= From 60 days before the expiry date and/or up to 30 days after the expiry date.
= The application procedure remains the same as for the first permit.
= Renewal of Work Permit (Nulla Osta)

— For those remaining in Italy as ‘Distaccato-Autonomo’ and ‘Distaccato-Subordinato’ (the
work permit outside of the Quota) the Work Permit must be renewed BEFORE the
application for the Permit to Stay.

— The estimated time for renewing the Work Permit may take 1-2 months.

— The application can be sent via email with the required documents attached to the
Immigration Office.
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6. Other procedures
Residence registration / Driving lincense convertion

Procedure (Residence registration) Estimated time

All the foreigners in possession of a valid permit to stay are required to register with the local competent residence
office in Comune (Municipal office): this can be done by submitting an email or scheduling an appointment with
the Comune and applying in person.
Required documents: (Note: may vary depending on the Comune)
Application form 2 working days
Passport
Permit to Stay
Certificato Anagrafico (a document based on Koseki-Tohon) .

An agent from the Comune will visit the applicant’s actual residence to check the residents in person and that the
address corresponds to the application - the procedure will be completed if there is no negative feedback from the within 45 days
Comune

Procedure (Driving lincense convertion) Estimated time

Basic requirements for the license conversion:
The applicant must be a resident in Italy (applicant is required to show a specific residence certificate for the
purpose attesting he/she is actually resident in Italy along with the actual date of residence registration)
The driving license must be duly translated in Italian by the Japanese Consulate in Italy and legalised by the
Prefettura
a valid permit to stay
a medical examination report.

The applicant must submit the original Japanese driving license to the competent office.

The original Japanese driving license will be deposited as follow:

Motor Vehicle Agency Japanese Consulate in
(ACI) Italy

The applicant will receive a temporary permit allowing him/her to drive in Italy until the driving license is issued. 1 week
Issue of Italian driving license 2-3 months
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Socilal security issues
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7. Social security issues

National Collective Labour Agreements (CCNL)

m The CCNL (Contratto Collettivo Nazionale Di Lavoro): ‘the National Collective Labour
Agreements’

— Agreements between employers and trade unions representing employees govern
employment relationships and the consequent rights and obligations. These agreements
are the compulsory standard reference for everyone employed in a particular industry.

— For instance:
= Wages and salaries

Minimum basic salary: An employer must pay at least the minimum basic salary
established by the relevant CCNL.

Payment installment: Under the CCNL, the employees’ salaries are paid in 13 monthly
installments in all sectors with the extra payment in December. However, there is also a
14" monthly payment for some sectors to be paid in June, such as the trade sector.

= Holidays

The holiday allowance is determined by the CCNL for each category of employee and
cannot be less than four weeks per year.

* For expatriates, the payment and holiday treatment can be flexible between home and host
companies according to the service agreement.
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. Social security issues

Social security contribution (INPS)

m INPS (Istituto Nazionale Previdenza Sociale) = the National Social Security Institute in Italy
— Obligation

The current situation is that Japanese employees and employers are required to pay Social Security
taxes to both countries on the same earnings.

— Coverage

In the case of the situations below, a certain level of allowance will be paid to such employees via a
provision of INPS.

= Retirement
=  Unemployment
= Family background
= Restructuring
m Sickness
= Maternity.
— Payment Procedure

m The INPS contributions are paid monthly through an F24 form which allows the payment from the
Italian bank account by the 16th of each following month and are declared to the INPS via an
electronic monthly statement, so-called Uniemens.
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7. Social security issues

Social security contribution (INPS)

m Contribution Charge

Employers are responsible for registering their employees with INPS. The employee’s contributions
are made directly from the gross salary each month. Contribution rates and benefit entitiements
vary depending on the industry:

— Rate/charge ratio (Employee)
m DIRIGENTE (e.g. GM, Executive member): approx 36% (company 3/4, employee 1/4).
= QUADRO (e.g. Manager, staff): approx 39% (company 3/4, employee 1/4).

m For all employees hired for the first time after 1 January 1996, contributions are calculated
solely on the basis of their salaries, up to a ceiling of €99,034.00 per year in 2013.

m The employers are required to pay minor contributions (unemployment, maternity, etc.) which
can be estimated at approx 3% on the excess above the threshold.

— Ratel/charge ratio (Self Employee)
m Self-employed individuals must enroll with the so-called Gestione Separata (INPS).

m The contributions to the INPS are calculated at a flat rate ranging from 18% to 27.72% on
annual income up to a maximum of €99,034.00.

= Rate: company 2/3, employee 1/3.
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7. Social security issues
Social security contribution (INPS)/Summary for employees

Burden ratio of Burden ration of
Company Position Gross Salary per year Company Manager/ Employee

Less than 50 Manager Up to €45,530 26.54% 9.19%
S DIREEE Exceeding €45,530 26.54% 10.19%
Employee Up to €45,530 28.98% 9.19%

Exceeding €45,530 28.98% 10.19%

More than 50 Manager Up to €45,530 26.84% 9.19%
ShDIREes Exceeding €45,530 29.84% 10.19%
Employee Up to €45,530 29.88% 9.49%

Exceeding €45,530 29.88% 10.49%
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7. Social security issues

Insurance against accidents at work (INAIL)

= INAIL (Istituto Nazionale per I'Assicurazione contro gli Infortuni sul Lavoro):
‘The National institute for work injury and occupational iliness insurance’

— Itis the public insurance body which collects premiums and provides economic, health
care and supplementary benefits.

— It aims to reduce physical injuries, and to protect workers performing hazardous jobs.
= Obligation/Charge

— It is compulsory for all employers to register the insurance of their employees with
the INAIL in accordance with the type of activities classified as risky by the Italian law.

— The charges range from 0.4% to 3% of annual compensation.
— The annual INAIL contribution for the following year is paid on 16th February.
= New Registration

— Within 7 working days after completion of the registration, INAIL informs the
Company of the ‘Company Code’ and ‘PAT’ (insurance identification number) online

— The employer must make the first payment of the insurance premium.
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Severance indemnity/
Pension
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8. TFR - Trattamento di Fine Rapporto

m TFR (Trattamento di Fine Rapporto): Termination Payment

— Severance indemnity is applied to all employees.

— ltis paid to the employee at the termination of employment.

— Approx 7% of current annual salary is kept/paid by the employer from the worker’s salaries.
= Regulation in force form 1 January 2007.

All employees must decide to leave their severance indemnity with either their company or
the pension funds which are categorised by CCNL.

— Employees who choose to leave the severance indemnity with the company will receive
the deferred retribution accumulated during the years of work, and their application can be
changed to a pension fund afterwards.

— Employees who choose to leave the severance indemnity with a pension fund, cannot
change their application.
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. Pension

= Eligibility requirements for Early retirement pension in 2013

— 42 years and 5 months of contributions for men

— 41 years and 5 months of contributions for women

* The annuity will be deducted if the applicant is less than 62 years old.
= Eligibility requirements for Old-age pension in 2013

— 20 years of minimum contribution for all sectors

— Age 66 years and 3 months for men

— Age 62 years and 3 months for women

— Those who have not accrued 20 years of contributions may also receive the pension at the
age of 70, if the applicant has contributed for a minimum of 5 years in the past.

* Due to the recession, a major pension reform was enacted in December 2011.
* Age and contributory seniority requirements may increase due to the improvement in life expectancy.
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Italy and Japan Social
Security Agreement
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10. Social Security Agreement

m Social Security Agreement between Japan and Italy (unissued)
— Japanese nationals who work in Italy less than 5 years: payment only in Japan.
— Japanese nationals who work in Italy over 5 years: payment only in Italy.

(As the agreement has already been approved by the Japanese Upper House plenary session on 6 February 2009, it will
be officially issued once the Italian government has finalized the internal issues.)

= The Social Security Agreement is designed to:

— eliminate dual Social Security taxation

— implement a tax equalisation arrangement

— help fill gaps in benefit protection for workers who have divided their careers between Japan and Italy.
= The Agreement applies an Italian pension system such as:

— the compulsory insurance for invalidity, retirement and survivors’ pension

— the special schemes of the general compulsory insurance for self-employed persons.
m The Agreementincludes:

— the insurance system against involuntary unemployment

— both employees and self-employed personnel in the territory of a Contracting State shall be subject only to the legislation
of that Contracting State.

= The agreement excludes:

—  the non-contributory benefits which are financed entirely or partially by the home country.
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10. Social Security Agreement

Agreement provisions

m Those seconded employee/self-employed workers who join in the Japanese Pension Plan
and whose expected duration of work in Italy may not exceed 5 years, are subject only to
Japanese regulation.

— As a general rule, those who are seconded to Italy for more than 5 years resign from the
Japanese public pension programme and join the Italian public pension programme
instead.

m Following are social security plans that might be applied if the agreement takes effect:
— old-age pension, disability pension, general compulsory insurance system
— general compulsory insurance system for self-employed workers
— insurance system for involuntary unemployment because of the company etc.

= Not applicable for a non contributory benefit financed by the public treasury.
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1. Individual income Tax

Tax Residence

m Tax Residence

According to Italian tax legislation an Italian tax resident individual is subject to taxation on worldwide
income. Individuals who are not tax resident in Italy are subject to tax on their Italian source income only

— Definition of Italian tax resident

An individual is deemed to be an Italian tax resident if for the greater part of the year (i.e. 183 days or
more) any one of the following conditions is met:

= he or she is enrolled on the Register of the Italian Resident Population so called ‘Anagrafe della
Popolazione Residente’

= he or sheis residentin Italy
= he or she is domiciled in Italy.
An individual who is tax resident in Italy, will be tax resident for the whole tax year.

m For example an individual who arrives in Italy on 1 April 2014 and remains for the rest of the year will
be regarded as tax resident in Italy for the whole of 2014. In this case they would be taxable in Italy
on income earned between 1 January 2014 and 31 March 2014. Italy would give a foreign tax credit
for Japanese taxes definitively paid for that period (see below on Foreign Tax Credits).

= An individual who arrives in Italy on or after 2 July 2014 would not be physically present in Italy for
more than 183 days in the tax year. Therefore the individual would be taxable as a non resident on
Italian source income only, therefore on income from employment exercised in Italy from the date of
arrival.
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1. Individual income Tax

Tax Residence

= Dual Residence
The Italy/Japan Double Tax Treaty provides that:

— the term ‘resident of a Contracting State’ means any person who, under the law of either
Italy or Japan is liable to taxation therein by reason of his domicile, residence, place of
head or main office, place of management or any other criterion of a similar nature

— where by reason of the provisions of paragraph 1 a person is a resident of both Italy and
Japan then the competent authorities shall determine by mutual agreement where that
person shall be deemed to be a resident for the purposes of the Convention

— where an individual is tax resident in Italy under Italian domestic tax law (as above) and
also continues to be tax resident in Japan under Japanese domestic tax law, dual
residence may result for tax purposes. Since the Double Tax Treaty does not contain a
standard ‘Tiebreaker’ article in the event of dual residence, then the Italian and Japanese
tax authorities must mutually agree on which State an individual is tax resident for applying
the Treaty.
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. Individual income Tax

Tax Returns and Filing Deadlines

m Tax Returns and Filing Deadlines

— CUD - Certificate of Employment income

Italian year-end tax withholding statement. Shows total taxable employment income, income tax paid, additional regional
taxes, additional municipal taxes and social security contributions. Tax resident individuals who only have employment
income and no further deductions or credits to claim, may only need to file this.

— Form 730
= Simplified tax return usually used for employees with refund claims due to allowances etc.

= Reports employment income and tax withheld for Italian participants enrolled on an Italian payroll and tax resident in
Italy. As of FY 2013 the Form 730 can be filed also if the tax payer is not enrolled in the Italian payroll.

m Due date: 31 May following the end of the tax year. The participant should account for any tax due in connection with
the shares by 16 June following the end of the tax year.

—  Form UNICO

m Full tax return. Can be used alone or when Form 730 has been previously filed to report foreign investments and
capital gains (see below).

= Reports employment income, tax withheld and capital gains.
= Due date: 30 September following the end of the tax year.

m Form RT (included in Form UNICO): Reports capital gains arising and the amount of capital gains tax due (tax to be
paid by 16 June).

m  Form RW (included in Form UNICO); Reports foreign income investments and transfers of the individual.
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. Individual income Tax

Tax payment deadline

= Tax payment deadline

Income tax must be paid by 16 June for income earned in the preceding calendar year. Advance tax
payments for the current year must also be made, equal to 100% of the preceding year’s tax liability.
The first payment on account equal to 40% of the tax balance paid in the previous year is due on 16
June and the second payment equal to 60% of the previous year liability is due on 30 November (so
called ‘historic method’). In cases where an individual leaves Italy part way through the year, the
payments on account are to be recalculated using the actual year basis to try and avoid any
overpayment of tax.

Additional Regional and Municipal taxes are payable on the same date 16 June.
Any substitute tax due (20%) in respect of investment income or capital gains is due on the 16 June.

A taxpayer can postpone the payment of the balancing payment and other payments due on 16 June
until 16 July, by increasing the payment due by 0.4%.

Payment after the 16th July will result in interest and penalties being due.

The taxes due are paid using the Italian tax payment form F24. A paper version of the form can be
presented in a bank. Alternatively the information shown on Form F24 can be used to make payments
through on-line banking. Care is required that all the correct data including the relevant payment codes
are entered for online banking purposes. Payment should be made from an Italian bank account. In
theory payments can be made from a foreign bank account but it is a difficult process and not as secure
as paying from an Italian bank account.
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. Individual income Tax

Penalties and Interest

m Penalties and Interest Regime

— Failure to file the tax return is subject to a penalty ranging from €258 to €1,032 (if no income tax is due)
or ranging from 120% to 240% of the tax due, plus interest (if tax liability arises).

= Penalties

— If the tax return is filed within up to 90 days after the due date, under a special procedure to reduce
penalties called ravvedimento operoso, the ordinary penalties mentioned above may be reduced by 1/10.

— Penalties are due whenever the tax declared in tax return is not paid or paid late. This scenario will lead
to 30% of penalties calculated on the basis of taxes declared. If the tax return is omitted penalties are
from 100% up to 200% of the higher taxes due. This regime is applicable for IRPEF (Income tax), IVIE
and IVAFE and for any other source of income to be filed in the tax return.

m Interests

— If the tax has not been paid interest has to be added. Interest is calculated, on a daily basis compared to
the annual interest rate, from the date of the due payment to the date when the payment is made.

— Annual interest rates of the last three years to be used in the calculation above:
= 2010: 1%
m 2012: 1.5%
= 2013: 2.5%.
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. Individual income Tax

Tax Rates

= Tax Rates

— ltalian income taxes (IRPEF), to which all individuals are subject, are calculated using progressive rates
ranging from 23% to 43%. Italian income tax bands are as follows (subject to change):
Up to 15,000 23%
15,000 t0 28,000  27%
28,0000 55,000  38%
55,000 to 75,000  41%
Over 75,000 43%

— A solidarity surcharge of 3% is charged on income over €300,000. This amount is deductible from
income to be subject to progressive taxation.

— There is an Additional Regional Tax which ranges between 1.23% and 2.03% and may either operate on
a progressive basis or at a flat rate depending on the Region.

— There are also Additional Municipal Taxes which may be set by the Municipality and which usually range
from 0.2% to 0.8%.

— A substitutive rate of tax of 20% is applied to investment income and capital gains. No Additional
Regional or Additional Municipal Tax is charged on these amounts.
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. Individual income Tax

Employment income

m  Employment income:

— Employment related income includes all the payments, in cash, in kind or in services, which are
received, over a given reference period, by individuals for themselves or in respect of their family
members, by virtue of their involvement in current or former paid employment jobs.

— Employment income includes:
= salary
= wages
m commissions
= employment related fringe benefits
= bonus payments
m supported wages
m pension and similar allowance

= leave payments (including leave loading) when engaged in a continuing employer/employee
relationship

= scholarship

= any allowance related to employment.
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1. Individual income Tax

Employment income

= Benefits in kind

Benefits in kind are deemed to constitute income equal to their market value, with some
exceptions

— Company cars

Where a car or motorcycle is made available by an employer to an employee, the taxable
benefit is equal to 30% of the amount determined on the basis of tables published by the
Automobile Club of Italy (ACI) assuming a yearly use of 15,000 km.

— Employer facilitated loans

For low-interest loans to an employee from an employer or through financing agreements
with a third-party lender, the taxable benefit is equal to an amount corresponding to 50% of
the difference between the legal rate of interest and the actual rate of interest in force at
the end of each year.

— Accommodation

Where a property is rented by an employer under a contract with a landlord, then the
taxable value is the cadastral value of the property. Where rent is reimbursed to an
employee or a rented allowance is paid the entire amount is subject to taxation. All related
expenses (utilities etc.) reimbursed are subject to taxation.
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. Individual income Tax

Investment Income

® Investment Income

— Bank interest

= Interest income from Italian entities is generally taxed at source at a rate of 20% and for this reason is not included in
the Italian tax return.

= Interest from foreign sources will not have been taxed at source and therefore must be included on the tax return and
subject to tax at 20%. The Italy/Japan Double Tax Treaty provides that Japan will tax at a rate of 10%.

— |talian dividends

= Dividends from non-qualifying shareholdings in both listed and non-listed Italian companies are subject to a standard
final withholding tax of 20% and do not need to be declared in the tax return.

= A non-qualifying shareholding is defined for listed companies as a holding of less than 2% of the voting rights or 5%
(or less) of the share capital.

— Foreign dividends

m Foreign dividends are subject to the same tax regime, the dividend net of the maximum foreign tax credit allowed by
the treaty is declared on the tax return and subject to 20% taxation. The Italy/Japan Double Tax Treaty provides that
for Japanese source dividends paid to an Italian resident, Japan will continue to tax at a rate of 10% or 15%.

— Capital Gains

m Capital gains resulting from a non-qualifying shareholding are taxed at a rate of 20%. An Italian tax resident is taxable
on worldwide capital gains.
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. Individual income Tax

Calculation of taxable income

» Calculation of taxable income

— In calculating the taxable income certain costs may be deducted and certain credits given
against the tax liability.

= Deductible costs

— The main deductible costs include compulsory national social pension contributions that
are fully deductable from the taxable income.

m Tax Credits

— Certain costs are partially deductible as credits from the gross tax liability generally at a
rate of 19%; these include medical insurance, mortgage interest and insurance premiums
and for education.
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1. Individual income Tax

Foreign Tax Credit (FTC)

m Foreign Tax Credits (FTC)

Where income is subject to tax in both Italy and Japan Double Taxation is avoided by giving a
Foreign Tax Credit. The foreign tax credit is generally claimed through the filing of an Italian
income tax return. According to Italian tax law an FTC can be claimed only after the foreign
taxes have been definitively paid in a foreign country. In principle, any Japanese taxes are
considered as being definitively paid when the following condition is met:

— the individual is subject to final taxation at source in Japan and no tax return is required
according to the applicable foreign tax laws; or

— when all the below conditions are met:
= Japanese taxes are paid; and
= Japanese income tax return is filed with the tax authorities

— if, for any reason, the Home Country taxes cannot be considered as definitively paid - as
usually happens - by the Italian tax filing deadline, the employee is not entitled to claim a
foreign tax credit in the Italian income tax return which relates to the tax year in which the
double taxation arises. In this case, it will be possible for the employee to claim the foreign
tax credit in the Italian tax return of the following year.
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2. Wealth Tax on Foreign Investments

Wealth Tax on Financial Investments

= IVAFE (Wealth Tax on Foreign Investments)

Due from Italian tax residents on Foreign Financial Assets

— From 2013, this rate is increased to 0.15 percent. Taxpayers will be able to claim a tax
credit equal to the amount of wealth tax already paid in the country where the financial
assets are held.

— IVAFE is due at a fixed amount of €34.20 on bank accounts held abroad. Before 2013
bank accounts held outside Europe were subject to the above proportional tax rate as for
financial investments. Thanks to the so-called ‘legge di stabilita’ approved in 2013 the fixed
amount due on bank accounts has been extended also to those held outside Europe. It
should be noted that there is no obligation if the average amount of the year held on the
bank account does not exceed €5,000. The average amount held has to be calculated
regarding all the bank accounts detained abroad. For instance if the taxpayer detains two
relations with two different banks and each one separately does not exceed the above
guota but together they do exceed it, IVAFE is due at the fixed amount of €34.20.

= IVAFE 2013 - Japan
— Financial Investments held in Japan/Tax rate - 0.15%.

— Bank account held in Japan/Fix amount - €34.20.
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. Wealth Tax on Foreign Investments

Wealth tax on Foreign Real Estate

= IVIE (Wealth Tax on Foreign Real Estate)

— A wealth tax of 0.76% applies to Italian tax residents on the value of Foreign Real Estate.
Taxable value is equal to the purchase cost, as noted in the purchase contract, or, in the
absence of this, is equal to the fair market value of the property. For Japanese property,
the value assessed by the Municipal office should be possible to be applied.

— Taxpayers will be able to claim a tax credit equal to the amount of wealth tax already paid
in the country where the property is located. In the case of Japanese property, the
Japanese fixed assets tax should be deductable from the tax.

— IVIE is not due if the amount is lower than €200.
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3. '‘RW’ Form

® ‘RW Form

— ltalian tax resident individuals must declare in Italy their investments held outside Italy at the end of the
relevant tax year for monitoring purposes. This declaration is made through the filing of the foreign
investment return (RW Form). The RW Form is filed jointly with the Italian income tax return.

— The obligation applies to the holding of any financial or patrimonial interests outside Italy by ownership
or other beneficial interest independently of how acquired (e.g. by purchase, gift or succession).

— Where the assets are held jointly or as goods in common, the obligation to complete Form RW rests
with each owner in respect of their share. Where assets are held jointly, each interested party has to
declare on the Form RW the whole amount of the value where this is fully available to them (for example
a joint bank account for spouses).

— The reporting requirement includes:

m any financial activities which may give rise to income arising from non Italian sources including
shareholdings, bonds and other foreign equivalents, Italian bonds, bank deposits and current
account held abroad

= financial contracts, derivatives with foreign counterparties
m precious metals (e.g. bullion or golden coins)
m options over foreign shares or other financial instruments

m certain pension funds held abroad (excluding state pension funds).
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3. ‘RW’ Form

— An exemption applies to certain employment related stock options during the grant to vesting period.
— Reporting requirements extend to non Financial assets for example:
m foreign (non-Italian) Real Estate or rights over Real Estate (timeshare/multi-ownership properties)
m precious objects and works of art
= boats, planes and other assets registered in public register (including luxury automobiles).
— There is an exemption for assets which are held within the Italian managed savings regime.

— The second part of Form RW concerns the monitoring of transfer of assets. For example disposal and
acquisition of assets, transfers from Italy to abroad or transfers between States.
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3. 'RW’ Form

= Recent Change to Form RW Regime

— In October 2013 Italy enacted a new law that significantly amended the rules requiring the
reporting of foreign financial investments, accounts and other assets capable of generating
foreign source taxable income.

— The first significant change reduces the scope of the reporting. It eliminates the duty to
report intra year transfers relating to reportable foreign assets, previously reported through
sections Il and | of Form RW of the Italian tax returns. As a result, any transfers of money
out of Italy for the purchase of foreign reportable assets, or into Italy as a result of a
liquidation or sale of reportable foreign assets, or foreign to foreign transfers relating to
changes to the portfolio of foreign reportable assets, which occurred during a tax year,
need not be reported.

— The €10,000 minimum limit for reporting was removed.
= Penalties

— The second significant change reduces the amount of applicable penalties. Under previous
legislation, penalties could be assessed from a minimum of 10% up to a maximum of 50%
of the value of unreported foreign assets. Under the new rules, the penalties are reduced
to a 3 % minimum and a 15% maximum respectively. Furthermore, taxpayers can settle
any audit out of court by paying a penalty equal to 1/3 of the minimum (that is to say, 1% of
the value of unreported assets).
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4. Other Anti-Money Laundering Restrictions

Other Anti-Money Laundering Restrictions

— Bringing Cash into Italy

Italy and the European Union Countries have strict controls on the movement of cash across borders. Any person
entering or leaving the EU with €10,000 or more in cash is required to declare that sum to the Customs of the
Member State through which he/she is entering or leaving the EU.

Article 2 of Regulation (EC) No 1889/2005 refers to cash and monetary instruments whose value can be transferred
from one person to another. This covers all financial and monetary instruments whose origin and destination are
anonymous or which can be endorsed and transferred successively by several recipients and includes cheques.

Third party cheques i.e. a cheque presented for payment into the account of, or to, a person other than the
nominated payee must be declared. Cheques payable to the holder of the bank account, on which this cheque will be
drawn, can be traced and in this case there is no obligation to declare.

— Cash Limit of €1,000

Under Italian Money Laundering Laws it is illegal to transfer any amount in cash, bearer bonds or savings books
between different individuals where the amount exceeds €1,000 (or the equivalent in a foreign currency). The same
limit applies to transactions which have been artificially divided into smaller amounts. Any amount paid by bank or
Post Office cheque for an amount in excess of €1,000 must specify that the cheque is non transferable and state the
name of the beneficiary.

This means that it is not legal to make a cash payment to any tradesman, for example a plumber or electrician for any
amount of €1,000 or more because that is a transfer between two different subjects. The same rule makes it illegal to

pay for goods in a shop with €1,000 or more in cash. However, it would not be illegal to withdraw €1,500 in cash from

a bank, because such a transaction is not between two different subjects but between the bank and individual.

Since there is a harsh penalty regime in place for violations of the law, individuals should be careful regarding any
transactions requested in cash and certainly should not exceed the €1,000 transaction limit.
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. Anti-Evasion Strategy

Anagrafe Tributaria

= Anti-Evasion Strategy
— Anagrafe Tributaria

The Tax Agency has an Anti-Evasion Strategy based on information held in its database (Anagrafe
Tributaria) consisting of access to 128 Different databases including:

= Registered rental contracts

= Vehicle registrations

= Vehicle Leasing contracts

= Boat registrations

m Contracts for Electrical Supply
= Insurance Premiums

m Social Security contributions

= Interest

= Transfers of funds to and from abroad
m Telephone use

= Water use

m Gas use.
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. Anti-Evasion Strategy

Anagrafe Tributaria

= Anti-Evasion Strategy
— The Redditometro

The Redditometro is used to verify the taxable income declared on the Form 730 or UNICO. Using data from the
Anagrafe Tributaria the Tax Agency is able to put together a pattern of spending based on

m Purchase of a Property; price paid, mortgage taken out etc.
= Monthly rental from rental contract
m Details of all automobiles registered to the owner

m Details of all electricity, gas, water, telephone and satellite tv use (supplied direct by the supplier) assuming that there
must be sufficient income to cover these

= Insurance policies

m Possession of any boats

= Rental of boats/campervans etc.

= Payment of an invoice for more than €3,600.

— All information is linked together through the Codice Fiscale.

— The Redditometro is designed to pick up differences of more than 20% between the amount of income declared and the
outgoings.

— Estimated 35,000 controls to be made for 2012.

— In theory where expenditure is less than the amount declared on the tax return then there should be no problem. Where
estimated spending exceeds the amount declared by more than 20% an enquiry might be made. Even so there may be
good reasons to close the enquiry straightaway; for example if capital has been remitted from abroad (correctly declared
on the tax return).
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. Anti-Evasion Strategy

Monitoring of Italian Bank Accounts/Exchange of Information

= Anti-Evasion Strategy
— Monitoring of Italian Bank Accounts

Another new innovation is for all Italian Bank Account Data to be reported to the Tax Agency. By 31st October 2013 the
Italian Banks are required to report to the Tax Agency details of all Italian Bank Accounts held by an individual for 2011.
The same information has to be provided for 2012 by 31 March 2014 and thereafter annually.

= Exchange of Information
— Avrticle 26 of the Italy/Japan DTA Provides that:

m The competent authorities of the Contracting States shall exchange such information as is necessary for the carrying
out of this Convention and of the domestic laws of the Contracting States concerning taxes covered by this
Convention insofar as the taxation there under is in accordance with this Convention. Any information so exchanged
shall be treated as secret and shall not be disclosed to any persons or authorities other than those concerned with
the assessment or collection of the taxes which are the subject of this Convention.

= Inno case shall the provisions of paragraph 1 be construed so as to impose on a Contracting State the obligation:

— to carry out administrative measures at variance with the laws or the administrative practice of that or of the other
Contracting State

— to supply particulars which are not obtainable under the laws or in the normal course of the administration of that
or of the other Contracting State

— to supply information which would disclose any trade, business, industrial, commercial or professional secret or
trade process, or information, the disclosure of which would be contrary to public policy.
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