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Important Disclaimer

PKF New Zealand member firms are members of the PKF International Limited network of legally independent firms
and do not accept any responsibility or liability for the actions or inactions on the part of any other member firm or
firms.

PKF member firms and PKF International Limited expressly disclaim all and any liability and responsibility to any
person, entity or corporation who acts or fails to act as a consequence of any reliance upon the whole or any part of
the contents of this publication.

Accordingly no person, entity or corporation should act or rely upon any matter or information as contained or
implied within this publication without first obtaining advice from an appropriately qualified professional person or
firm of advisors, and ensuring that such advice specifically relates to their particular circumstances.

This publication is current as at 2 May 2011.
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1 Introduction

This guide is intended for individuals (employees and non-
employees) moving to New Zealand. Its purpose is to provide an
overview of the New Zealand tax system and issues that affect
individuals coming here to live or for temporary employment.

PKF Ross Melville offers a range of services to individuals moving
to New Zealand i whether on a temporary or permanent basis.
We would be pleased to discuss any aspect of this guide and
provide you with further information.

Details of our offices and contacts are listed at the end of this
guide and details of our offices in your home country can be found

at www.pkf.com.
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2 Visa Requirements

Australian and New Zealand citizens do not need to apply for a

visa to enter New Zealand. British passport holders or those
individuals with the right to permanently reside in the UK are

eligible to visit New Zealand for periods up to 6 months in any 12

months. Certain other passport holders may visit for periods of up

to 3 months without needing to app
they can produce proof of their departure travel from New

Zealand.

The class of visa granted will determine whether visitors may
work in New Zealand during their stay.

Visitors

Visitors entering New Zealand for short periods will generally not
be entitled to work here unless they have a visa that specifically
entitles them to do so.

Temporary Work Visas

Temporary work visas may be granted for 1 to 3 years and there
are a number of categories available to individuals available from
a working holiday visa to an essential skills work visa.

The essential skills work visa allows individuals who have been

offered employment in a job that is listed on the immediate or long

term skills shortage category to work in New Zealand for a
specified period of ti me. Tli s vi
spouse and children to work and study in New Zealand.

Other visas are available for specific limited purposes. Visas are
also available for employees of businesses relocating to New
Zealand.
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2 Visa Requirements

Work to Residence Visas

The work to residence visa allows individuals to work in New
Zealand for a period of up to 30 months and apply for residence
during their stay. Under the work to residence visa individuals
can come to New Zealand on the following visa options:

Talent (Accredited Employers) i this applies to people with a job
offer from an accredited employer

Long Term Skills Shortage List T for people in occupations on the
long-terms skills shortage list

Talent (Art, Culture and Sports)

Note: If your continuing employment is a condition of your visa,
advice should be sought on the implications of changing job and
whether approval is required from the Department of Immigration
for a new or varied visa.

Migration

There are a number of different options available for permanent
migration. The main immigration categories are the Skilled
Migrant Category and the Business and Investment Category.
Within the Business and Investment Category there are a number
of different business policies including:

Investor Plus

Investor

Long Term Business Visa
Entrepreneur
Entrepreneur Plus

The Skilled Migrant Category specifically targets educated and
skilled people within certain industries to live and work in New
Zealand.
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2 Visa Requirements

Applications for permanent resident visas can be very complex
and it is recommended that specific advice is obtained prior to
making business plans that involve the transfer of principals or
employees to New Zealand.

The Immigration Advisers Authority licenses immigration advisers
in New Zealand. Only licensed advisers are able to provide
immigration advice. Immigration lawyers are however excluded
from this requirement.
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An i ndi Nabildyufar tad & dependent on their residence
status for tax purposes. Residence for tax purposes is not the
same as for immigration purposes.

There are three categories of residence for individual taxpayers in
New Zealand which are as follows:

Residents
Transitional Residents
Non Residents

Residents

There are two different tests for residence in New Zealand. The
first test is a presence test. An individual will be regarded as
resident if they are present in New Zealand for 183 days or more
in any 12 month period. Residence will not be confirmed until the
183rd day of presence but once confirmed will apply from the first
day of the test period.

The second test is known as the Permanent Place of Abode

( A PP OAO )ThetPRrGAttest does not require an individual to

be physically present here, but rather refers to their enduring
relationship to New Zealand. The PPOA test is the overriding
residence test. Broadl vy, t he t est | ook s
connections with New Zealand to determine whether they have a

PPOA. The circumstances that IRD consider include the
following:

i Availability of accommodation in NZ (whether leased or
owned)

Visits to New Zealand

Social and business ties

Economic ties

Employment or business

[t entA et A e
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Residence

U  Benefits pensions and other payments
U Intentions with regard to future visits or return to New
Zealand

An individual can have a PPOA in New Zealand and a PPOA in
another jurisdiction.

Double tax treaties

New Zealand has double tax treaties with a number of other
countries (see section 9). Notwithstanding that an individual may
be regarded as resident in New Zealand, if they are also deemed
to be resident elsewhere at the same time, application of a double
tax treaty may determine in which country the individual is
regarded as resident.

Residents of New Zealand are subject to tax on their worldwide
income.

Transitional Residents

Transitional residents are entitled to a temporary exemption from
tax on most foreign sourced amounts of income derived by new
migrants or those returning to New Zealand after an absence of
10 years or more.

The exemption applies to individuals who arrive in New Zealand
after 1 April 2006 and the exemption lasts for a period of 4 years
or until the date they cease to be New Zealand resident,
whichever is earlier. The exemption is available once only and
applies to individuals who are resident under domestic law under
either the 183 days test or the PPOA test.
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3 Residence

As a transitional resident, foreign sourced income from
employment or other personal services derived during the
transitional residence period is subject to New Zealand tax. No
election is required to be treated as a transitional resident.
However, individuals can elect not to be transitional resident (if for
example they wish to utilise foreign losses against income or if
they wish to claim certain benefits). Once a person opts out of
transitional residence they cannot opt back in at a later date.

Non Residents

Non residents are essentially individuals who do not fall within
either the resident or transitional resident criteria.

Non residents are taxed on New Zealand sourced income only.
Withholding taxes apply to certain income received by non
residents.

|
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Inland Revenue ois
Te Tari Taake Individual tax return

Address

IR 32011
1 April 2010 to 31 March 2011
‘You can file this return online at www.ird govt.nz
1 IFyour IRD number & not shown above, pint i n Box 1 n)
e o

4 Tax Compliance

IRD Number

As with most countries, Individuals have a tax identification
number (known as an IRD number). An IRD number is issued by
the Inland Revenue Department.

Individuals need to complete an application form and lodge it in
person at Post Office or Automobile Association outlets. A tax
agent cannot lodge the application on your behalf. Proof of
identification will also be required on presentation of the
completed form. The application form can be obtained by
downloading it from www.ird.govt.nz and completing the form
manually.

Pay As You Earn

Empl oyers are required to withhold
As You Earn (APAYEO) Rul es. The
Revenue on t he e mp Whey etarbng wobke h a | f
employees must complete a tax code declaration form and

provide this to their employer. Failure to complete a tax code
declaration form will result in PAYE being applied at a penal rate.
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4 Tax Compliance

New Zealand Tax Return Filing

The New Zealand income tax year runs from 1 April to 31 March
each year. Husbands and wives are taxed independently and are
required to file returns separately. Not every taxpayer is required
to complete a tax return, however, if in any doubt as to personal
obligations, professional advice should be sought. The IRD will
issue a personal tax summary (an assessment) on request for
those individuals who do not need to file a Tax Return.

The due date for filing an annual tax return is 7 July following the
end of the income year. This date is extended to 31 March where
a registered tax agent is appointed. New Zealand operates a self
assessment regime whereby income tax is self assessed by the
individual and a notice of assessment confirming the tax position
for the year is issued by IRD once the tax return has been
processed.

Provisional Tax

If individuals have residual income tax payable of $2,500 or more
in a year, they will be required to pay provisional tax instalments
to the IRD. Provisional tax is payable in three instalments over a
year. Typically the provisional tax instalment dates for individuals
are 28 August, 15 January in the income year and 7 May
following the end of the income year. Interest and penalties are
applied to tax unpaid or paid late from each instalment date.
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5 Types of Income

Employment Income

Employment income is subject to income tax and in most cases is
also subject to PAYE withholding by the employer. Income
derived by an individual in connection with their employment or
service includes the following:

i Salary, wages, allowances, bonuses, extra pay or gratuity;
i Market value of accommodation provided in relation to an
individual 6s empl oyment ;

U  Personal expenditure of an individual that is paid for on
their behalf;

Benefits received from share purchase schemes;
Directorsé6é fees;

Compensation for loss of employment or service;

Any other monetary benefit received as a result of the
employment.

[ oA en-RN ent N et

Transitional residents are subject to income tax on income from
services derived whilst they are transitional resident. This
includes income from services performed overseas. However, to
the extent that overseas income was derived before the individual
became transitional resident, this will not be subject to New
Zealand income tax.

Employee Share Schemes
Benefits received under a share purchase agreement and

received as a conseqguence odre an i
subject to income tax.
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5 Types of Income

PAYE is not applied to income derived under a share purchase
agreement, instead the income is assessed on the individual and
should be returnedint he i ndi vi dual 6s self as
Income in this context includes benefits arising, for example, as a

result of exercise of share options and convertible notes at below

market value.

Other Employee Benefits

New Zealand operates a Fringe Benefit Tax ( i F B &gime for
benefits provided to an employee by their employer or by
someone else on behalf of their employer. Fringe benefits include
among other things, cars provided for private use, low cost loans
and free or discounted services. Certain benefits are excluded
from the FBT regime. The most notable of these is the
accommaodation benefit which is not subject to FBT but is subject
to income tax in the hands of the employee.

Employees are prohibited from claiming employment expenses
for income tax purposes.

Expenditure reimbursed to the employee will generally not be
subject to income tax where the expenditure was incurred on
behalf of the employer.

New Zealand has specific rules and exemptions relating to the
provision of relocation benefits.

Overseas Income i Transitional Residents
As discussed in section 3 above, transitional residents will only be

subject to income tax on their New Zealand sourced income and
overseas employment or personal services income.
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5 Types of Income

Overseas Income i Residents

New Zealand has specific attribution rules that apply to the
taxation of foreign investments, including interests in Controlled
Foreign Companies (fCFCsd and Foreign Investment Funds
(fFFIFs9. These rules and the method of calculating the amount of
income of the company to be attributed to shareholders are
complex.

CFCs

A foreign company is a CFC if NZ resident s har ehol der s é ¢
interests in the company exceed a certain threshold. The two
main thresholds for this test are:

a) a group of 5 or fewer shareholders hold more than 50% of
the control interests in the company or;

b) a single NZ shareholder has a control interest of 40% or
more of the company.

If the percentage of NZ ownership of the foreign company is
insufficient to render the company a CFC, it is likely to be
regarded as a FIF (see further below)

CFCs are classified as attributing or non attributing for income tax
purposes.

Non attributing CFCs include certain Australian companies and
overseas trading companies that satisfy tests as to the source
and nature of their income (trading versus investment).
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5 Types of Income

FIFs

The main categories of FIF interests include shares in foreign
companies and interests in foreign superannuation schemes and
foreign life insurance policies.

Income from FIFs is taxed under attribution rules, subject to
certain investment thresholds available to individual investors.
An exemption from the FIF rules also applies for shares held in
certain Australian companies and unit trusts.

For those individuals that have to use the FIF rules for calculating
income from their overseas investments, a number of methods

apply.
Portfolio Investor Entity Regi me (

The PIE regime is designed to remove tax barriers for investors
wishing to invest through collective investment vehicles. There
are several different types of PIE, however the two most common
types are:

U Portfolio Tax Rat e- Thesd canibe s (A
companies, superannuation funds or group investment funds.

U Portfolio Listed iGemplyrnhesesre (i PL(
companies listed on a recognised stock exchange.

The PIE's income is attributed to its investors, based on their
percentage interest in the PIE, and is taxed at each investor's
prescribed investor rate ("PIR"). Individuals may elect their PIR.
If no election is made, the default rate is 28%. The PIE regime
creates tax advantages for many PIE investors, mainly because
the maximum PIR is 28%.
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5 Types of Income

Interest and other income from financial arrangements

Income and expenditure from financial arrangements, such as
bonds and loans is taxed according to specific accrual rules. For
many small investors, it will simply be a case of returning income
and expenditure when it is received (on a cash basis) provided
the level of their financial arrangements come within certain
prescribed monetary limits. However for others, a specific accrual
method may be required.

Dividend Income

Dividends received from New Zealand companies are taxed in the
year in which they are received. New Zealand residents will be
able to claim a credit for withholding tax deducted and also any
New Zealand imputation credits attached to the dividend
payment.

Trust Income

Trusts are widely used in New Zealand for asset protection and
wealth planning purposes. There are 3 categories of trusts for
New Zealand tax purposes namely;

a Complying Trusts
a Foreign Trusts
U Non Complying Trusts

The category of trust, residence status and nature of the
distribution (for example, income or capital) affect the tax
treatment. Distributions may be subject to tax at rates up to 45%.
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5 Types of Income

Transitional residents will not be subject to tax on distributions
that are beneficiary income where the income is a foreign source
amount.

Disclosure to IRD of trust particulars is required for some foreign
trusts.

Capital Gains

Whilst New Zealand does not have a comprehensive capital gains
tax regime, certain amounts typically regarded as capital in nature
are taxed as income:

U  Gains from land transactions in certain circumstances;

U Gains from disposition of personal property acquired for
resale;

i Certain royalty payments;

i Gains on financial arrangements subject to the accrual rules;

U Attributed gains from foreign investments.
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6 Taxes and Levies

Individual income tax rates from 1% October 2010

Tax rate

Income

$0 - $14,000 10.5%
$14,001 - $48,000 17.5%

$48,001 - $70,000 30%

$70,000 and over 33%

Individual income tax rates from 1 April 2010 to 30
September 2010

Income Tax rate

$0 - $14,000 12.5%
$14,001 - $48,000 21%
$48,001 - $70,000 33%

$70,000 and over 38%

ACC employed earner® levy rates

Year Levy rate

1 October 2010 to 31 March 2011 $2.04 per $100 (2.04%)

1 April 2010 to 30 September 2010 $2.00 per $100 (2.0%)
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6 Taxes and Levies

ACC contribution rates T employed earnersdlevy limits

Year Maximum Maximum levy

earnings payable

1 October 2010 to 31 March 2011 $110,018
1 April 2010 to 30 September 2010 $110,018 $2,200.36

Accident Compensation Corporation (ACC)

$2,244.36

ACC is a Government run accident insurance company. It covers
individuals for treatment and rehabilitation costs for injuries
sustained at work, at home or during sports or other leisure
activities. ACC also provides a level of income for those unable
to work as a result of their injury.

Employees, employers and self employed individuals are all
required to pay ACC contributions. There are a number of plans
available through ACC for employers and self employed
individuals:

Kiwisaver

New Zealand does not have a compulsory superannuation
scheme. Kiwisaver is a voluntary savings scheme designed to
help New Zealanders save for their retirement. It is primarily
aimed at employees, however all New Zealanders under the age
of 65 may join a Kiwisaver scheme.

All eligible employees are automatically enrolled into Kiwisaver,
but have the opportunity to opt out of the scheme for a limited
time after starting work.

Eligible employees include New Zealand citizens, or employees
who have New Zealand permanent residence status (for
immigration purposes). Employees who are in New Zealand
temporarily on a work visa will not be able to join the scheme.
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6 Taxes and Levies

The main features of the scheme are as follows:

a Employees/self employed persons can choose their own
Kiwisaver scheme. Schemes are run by private sector
providers.

a Empl oyeesd standard contr,bdtuti or
employees have the option to contribute between 4% and
8% of their salary if they so wish. Payment of contributions
is administered through the PAYE system.

a Empl oyers are required to contr.i
gross sal ary amount i n addi ti
contribution.

a Self employed individuals agree the amount of contribution
and payment frequency directly with their Kiwisaver
provider.

u Indi vi dual s receive a mat chin
(Government contribution) of up to $1,042 per annum.

a The NZ Government will also contribute a one off sum of
$1000 to an individual 6s Ki wi sav:

a Some people may be eligible to use their Kiwisaver fund to
help with the deposit on their first home.

a Individual members who leave New Zealand permanently
may apply for a refund of their Kiwisaver contributions after
they have been absent for 1 year. The initial $1,000
Government incentive is not eligible for refund.

a Measures are also being introduced to facilitate the transfer
of pension funds between Australia and New Zealand.

Fringe Benefit Tax

Fringe Benefit Tax (AFBTO) is a t
receive as a result of their employment. This includes benefits
that are provided by persons other than the employer.

FBT returns are filed either quarterly, annually, or based on the
empl oyeré6s income year.

There are 3 methods of calculating FBT.
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6 Taxes and Levies

Single Rate

Under this method, FBT is payable at a flat rate of 49.25% on
benefits provided.

Alternate Rate
The alternate rate allows an empl
taxed at their marginal rate. This ensures that benefits provided

to employees earning less then $70,000 are not over taxed.

Short Term Alternate Rate

This method is effectively a multi-rate that is applied to benefits.
Goods and Services Tax

Goods and Services Tax (AGSTHe) i s
sale of goods and services. The standard rate is 15%.

Gift Duty

At present gift duty applies to gifts made by New Zealand
domiciled individuals, wherever the assets gifted may be situated.

Non New Zealand domiciled individuals are only subject to duty
on gifts of New Zealand assets or gifts made in New Zealand.

Gift duty is due to be repealed on 1 October 2011.
Other

There are no regional taxes other than local council rates. New
Zealand does not have stamp duty or inheritance tax.
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/ Social Security Reciprocal
Agreements

New Zealand does not have a contributory social security system.

New Zealand has reciprocal social security agreements with
several different countries, namely:

Australia
Canada
Denmark
Hellenic Republic
Ireland
Jersey/Guernsey
The Netherlands
UK

The social security agreements between New Zealand and the

countries named above allow former residents of one country
accesstocertanbenefits and pensions wunder
social security system. Reference should be made to the specific

country agreement to determine the extent of relief and benefits

available.
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8 Tax Planning for Employees
and Other Individuals

PKF Ross Melville has a specialist tax team able to assist employers
and individuals alike in planning around their New Zealand tax liabilities.

Typically advice will include the following elements:

Tax advice on structuring employment contracts

a Advice on relocation benefits

U Advice on treatment of foreign share plans and exercise of
overseas share options

a Advice on tax treatment of reimbursement of expenses to

employees

Advice on tax treatment of overseas superannuation funds

Advice on retaining assets offshore

Foreign trust planning

NZ trust structuring

Tax return completion

[ entR ent-R et et e
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9 Double Taxation Agreements

)

New Zeal and has signed doubl e t ax
number of countries. Generally, DTA operate by:

a Exempting income from tax in one country or another

U Determining which country has the right to tax income or gains

a Restricting withholding taxes that the paying country might deduct
from certain types of income paid to residents of the other country

u Determining which country an individual is a resident of.

In New Zealand, DTAs prevail over domestic law in respect of income
subject to the DTA.

New Zealand has DTAs with the following countries:

Australia (Note 1) Netherlands

Austria Norway

Belgium Philippines

Canada Poland

Chile Russia

China Singapore (Note 1)
Czech Republic South Africa

Denmark Spain

Fiji Sweden

Finland Switzerland

France Taiwan

Germany Thailand

India United Arab Emirates
Indonesia United Kingdom

Ireland United States (Note 1)
Italy

Japan

Korea

Malaysia

Mexico
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9 Double Tax Agreements

In addition, double tax treaties have been signed with the
following countries and are awaiting an implementation date:

Turkey, Hong Kong.

New Zealand also has Tax Information Exchange Agreements
with a number of low tax countries.

Note 1 Treaties with these countries have recently been revised.
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10 PKF Offices

Offices

AUCKLAND (CBD)
PKF Ross Melville
www.pkfrm.co.nz
rosmel@pkfrm.co.nz
Telephone: 09 373 0100
Fax: 09 309 3247

AUCKLAND (NORTH HARBOUR)
PKF Ross Melville
www.pkfrm.co.nz
rosmel@pkfrm.co.nz

Telephone: 09 414 1200

Fax: 09 414 1920

Contacts

John Dillon Alexandra Hart
Partner Taxation Services Associate Taxation Services
john.dillon@pkfrm.co.nz alexandra.hart@pkfrm.co.nz
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