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INTRODUCTION

Each of the 20 member economy responses to the APEC Investment Survey Questionnaire were
prepared by the respective APEC member economy, and edited and prepared for publication by
the APEC Secretariat..

Each response provides information on the following six major topics covered in the survey:

1. Background on the foreign investment regime;

2. Regulatory framework and investment facilitation;

3. Investment protection;

4. Investment promotion and incentives,

5. Summary of international investment agreements or codes to which the APEC member is a
party; and

6. Assessment of recent trends in foreign investment.

A copy of the Questionnaireis at Annex .

The information contained in each chapter is the sole responsibility of the respective APEC
member economy which prepared the response to the questionnaire. Each chapter reflects the
information made available to the Secretariat at the time of publication. The Secretariat accepts no
responsibility for the comprehensiveness of the responses or for the responses to its comments or
questions. Investors should be aware that this Guide is not intended to serve as a substitute for the
full range of laws and attendant regulations governing the investment regimes of the APEC
member economies.

The APEC member economy survey responses are arranged in the following order:

Audtraia Brunel Darussalam Canada

Chile Peoples Republic of China  Hong Kong, China
Indonesia Japan Republic of Korea
Malaysia Mexico New Zedand

Papua New Guinea Peru Republic of Philippines
Russian Federation Singapore Chinese Taipei

Thailand United States Viet Nam

Annex Il contains a copy of the “non-binding investment principles’ agreed to by APEC Leaders
in November 1994, a copy of the investment components of the Osaka Action Agenda and a copy
of “Options for Investment Liberalization and Business Facilitation to Strengthen the APEC
Economies — For Voluntary Inclusion in Individual Action Plan”.
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AUSTRALIA

A. BACKGROUND ON THE FOREIGN [INVESTMENT
REGIME

1. Provide a brief description of your foreign investment policy including any recent policy
changes.

General

Australia’s foreign investment policy comprises the Foreign Acquisitions and Takeovers Act 1975
(FATA) and various Ministerial policy statements on foreign investment.

Notification

The types of proposals by foreign interests to invest in Australia, which require prior
approval and therefore should be natified to the Government, are as follows:

acquisitions of substantial interests in existing Australian businesses with total assets over
$50 million or where the proposal values the business at over $50 million;

proposals to establish new businesses involving a total investment of $10 million or more;
portfolio investments in the media of Sper cent or more and al non-portfolio investments
irrespective of size;

takeovers of offshore companies whose Australian subsidiaries or assets are valued at $50
million or more, or account for more than 50 per cent of the target company's global assets;
direct investments by foreign governments or their agencies irrespective of size;

acquisitions of interests in urban land that involve the:

acquisition of developed non-residential commercia real estate, where the property is subject to
heritage listing, valued at $5 million or more;

acquisition of developed non-residential commercia real estate, where the property is not subject
to heritage listing, valued at $50 million or more;

acquisition of accommodation facilities irrespective of valug;
acquisition of vacant urban real estate irrespective of value;

acquisition of residential real estate irrespective of vaue; or

proposals where any doubt exists as to whether they are notifiable. Funding arrangements that
include debt instruments having quasi-equity characteristics will be treated as direct foreign
investment.

A foreign interest is defined as.

anatural person not ordinarily resident in Australia;
a corporation in which a natural person not ordinarily resident in Australia or a foreign
corporation holds a controlling interest;
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a corporation in which 2 or more persons, each of whom is either a natural person not ordinarily
resident in Australia or aforeign corporation, hold an aggregate controlling interest;

the trustee of a trust estate in which a natural person not ordinarily resident in Austraia or a foreign
corporation holds a substantial interest; or

the trustee of a trust estate in which 2 or more persons, each of whom is either a natural person not
ordinarily resident in Australia or a foreign corporation, hold an aggregate substantial interest.

Examination by sector
The FATA applies to most examinable proposals and provides penalties for non-compliance.

Restrictions gply to several sectors in the economy viz, red estate, banking, civil aviation, airports,
shipping, telecommunications and the media. The specific policy guidelines can be found in section

B(1)(2)(b).

In relation to investments by foreign interests in other sectors (viz, rural businesses, agriculture, forestry,
fishing, resource processing, oil & gas, mining, manufacturing, non-bank financia ingtitutions, insurance,
share broking, tourism, most other services) the policy is liberal.

Only proposals above certain thresholds in these sectors need to be notified. Notification thresholds are:
$10 million or more for the establishment of new businesses; $50 million or more for acquisitions of
existing Australian businesses and off shore takeovers (where the Australian assets are valued at
$50 million or more).

Proposals above the notification thresholds where the relevant total assets/total investment involved is less
than $100 million are not subject to detailed examination and are normally readily approved. When
examining proposals for $100 million or more, the Government raises no objections unless the proposals
are contrary to the nationa interest. Offshore takeovers do not generally raise national interest issues.

In considering the national interest and preparing its advice to the Treasurer, the Foreign Investment
Review Board (the FIRB) considers whether the proposal is inconsistent with:

existing government policy and law % taking the view that existing policy and law define important
aspects of the national interest (for example, environmental regulation and competition policy);

national security interests; and
economic development.

2. Explain any significant public statement which most accurately describes and defines philosophies,
policies and attitudes toward foreign (inward and outward) investment.

The Government's approach to foreign investment policy is to encourage foreign investment consistent
with community interests. In recognition of the contribution that foreign investment has made and
continues to make to the development of Australia, the general stance of policy is to welcome foreign
investment. Foreign investment provides scope for higher rates of economic activity and employment than
could be achieved from domestic levels of savings. Foreign direct investment also provides access to new
technology, management skills and overseas markets.

The Government recognises community concerns about foreign ownership of Australian assets. One of the
objectives of the Government's foreign investment policy is to balance these concerns against the strong
economic benefits to Australia that arise from foreign investment.

The foreign investment policy provides for Government scrutiny of many proposed foreign purchases of
Australian businesses and properties. The Government has the power under the FATA to block proposals
that are determined to be contrary to the national interest. The FATA aso provides legidative backing for
ensuring compliance with the policy.
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In August and September 1999, the Government announced a number of changes to its foreign investment
policy (and the Foreign Acquisitions and Takeovers Regulations; see
http://scal eplus.law.gov.au/html/pastereg/0/302/top.htm) designed to reduce notification obligations on
business and to streamline the administration of foreign investment policy, while continuing to ensure that
foreign investment is consistent with the interests of the Australian community. The changes have been
incorporated in this chapter.

The screening process undertaken by the Foreign Investment Review Board (FIRB) enables comments to
be obtained from relevant parties and other Government agencies in considering whether larger or more
sensitive foreign investment proposals are contrary to the national interest.

The Government determines what is 'contrary to the national interest' by having regard to the widely held
community concerns of Australians. Reflecting community concerns, specific restrictions on foreign
investment are in force in more sensitive sectors such as the media and developed residential rea estate.
The screening process provides a clear and simple mechanism for reviewing the operations of foreign
investors in Australia whenever they seek to establish or acquire new business interests or purchase
additional properties. In this way the Government is able to put pressure on foreign investors to operate in
Australia as good corporate citizens if they wish to extend their activitiesin Austrdia.

By far the largest number of foreign investment proposals involves the purchase of real estate. The
Government seeks to ensure that foreign investment in residential real estate increases the supply of
residences and is not speculative in nature. The Government's foreign investment policy, therefore, seeks
to channel foreign investment in the housing sector into activity that directly increases the supply of new
housing (i.e., new developments - house and land, home units, townhouses, etc) and brings benefits to the
local building industry and their suppliers.

The effect of the more restrictive policy measures on developed residentia real estate is twofold. First, it
helps reduce the possibility of excess demand building up in the existing housing market and secondly, it
aims to encourage the supply of new dwellings, many of which would become available to Australian
residents, either for purchase or rent. The cumulative effect should therefore be to maintain greater stability
of house prices and the afordability of housing for the benefit of Australian residents.

B. REGULATORY FRAMEWORK/INVESTMENT FACILITATION

1. Transparency
(1) Statutory (legidative) requirements

(@) Provide a list of and a summary of all relevant laws, regulations, administrative guidelines and
policies pertaining to investment.

Citation
Summary

The Foreign Acquisitions and Takeovers Act 1975 (FATA) provides legidative backing for the Australian
Government’s foreign investment policy. The FATA empowers the Treasurer to examine proposals by
foreign persons:

(i) toacquireinterestsin Australian urban land regardless of value; and
(i) to acquire substantia interests in Australian businesses having total assets valued at $50 million or
more.

The FATA provides for the notification of proposds by the commercia parties involved and for the
prohibition of certain types of proposals that, in the judgement of the Treasurer, are contrary to the national
interest. Where proposals coming within the scope of the FATA are implemented without prior notification
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to the Treasurer and are subsequently found by the Treasurer to be contrary to the national interest, the
Treasurer may order divestment.

Section 26 makes it compulsory for a foreign interest to notify a proposa to acquire a substantial
shareholding (i.e.,, 15% or more) of an Australian corporation, unless the total assets are below the
$50 million threshold. Section 26A makes it compulsory for a foreign interest to notify a proposa to
acquire an interest in Australian urban land. The section does not apply if the proposed acquisition is
exempt under the Foreign Acquisitions & Takeovers Regulations 1989 (the Regulations). There are
substantial penalties for non-compliance with the notification provisions of sections 26 and 26A.

Section 25 provides for the notification of other proposals that come within the scope of the FATA but
which are not subject to compulsory notification (for example, off-shore takeovers, takeovers of businesses
by purchase of assets, or acquisitions of shareholdings in Australian companies that are less than
substantial shareholdings).

Formal receipt of a notification of a proposal under sections 25, 26 or 26A (i.e., notification on, or in
accordance with, the forms prescribed in the Foreign Takeovers (Notices) Regulations) sets a deadline for
a decision. The Treasurer is required to make a decision within 30 days and notify the parties of this
decision within a further 10 days, otherwise the proposa may proceed. The norma 30 day examination
period may be extended for up to a further 90 days by the issue of an interim order (sections 22 and 25(3)
of the FATA).

(2) Investment Review and Approval

(a) Write Yes or No next to any proposals and sectors that are/are not subject to screening.
Add additional categories where appropriate.

(b) For each proposal identify guidelines/conditions that apply for screening (e.g., mandatory or voluntary
notification, notification only required if foreign equity in excess of 10%). Provide details of any special
conditions that apply to individual sectors.

Proposals

Guiddines/Conditions

Proposals Guidelines/Conditions
merger (yes) See below
acquisitions (yes) See below
greenfield investment (yes) See below
real estate/land (yes) See below
joint venture (yes) See below
other:- See below

Australia’ s foreign investment policy comprises the Foreign Acquisitions and Takeovers Act 1975 (FATA)
and various Ministeria policy statements on foreign investment.

Notification

The types of proposals by foreign interests to invest in Australia, which require prior approva and
therefore should be notified to the Government, are as follows:

acquisitions of substantial interests in existing Australian businesses with total assets over
$50 million or where the proposal values the business at over $50 million;

proposals to establish new businesses involving a total investment of $10 million or more;

portfolio investments in the media of 5 per cent or more and all non-portfolio investments irrespective
of size;

takeovers of offshore companies whose Australian subsidiaries or assets are valued at $50 million or
more, or account for more than 50 per cent of the target company's global assets;
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direct investments by foreign governments or their agencies irrespective of size;
acquisitions of interests in urban land that involve the:

acquisition of developed non-residential commercial rea estate, where the property is subject to heritage
listing, valued at $5 million or more;

acquisition of developed non-residential commercial real estate, where the property is not subject to
heritage listing, valued at $50 million or more;

acquisition of accommodation facilities irrespective of vaue;
acquisition of vacant urban real estate irrespective of value;
acquisition of residential real estate irrespective of value; or

proposals where any doubt exists as to whether they are notifiable. Funding arrangements that include
debt instruments having quasi-equity characteristics will be treated as direct foreign investment.

A foreign interest is defined as.

anatural person not ordinarily resident in Australia;

a corporation in which a natural person not ordinarily resident in Australia or a foreign corporation
holds a controlling interest;

a corporation in which 2 or more persons, each of whom is either a natural person not ordinarily
resident in Australia or aforeign corporation, hold an aggregate controlling interest;

the trustee of a trust estate in which a natural person not ordinarily resident in Australia or a foreign
corporation holds a substantial interest; or

the trustee of a trust estate in which 2 or more persons, each of whom is either a natural person not
ordinarily resident in Australia or a foreign corporation, hold an aggregate substantial interest.

Where it is uncertain whether a particular proposal is notifiable, investors should contact the Foreign
Investment Review Board (see section B(1)(2)(d) for contact details).

In most industry sectors (viz, rura businesses and rura land, agriculture, forestry, fishing, resource
processing, oil & gas, mining, manufacturing, non-bank financial institutions, insurance, share-broking,
tourism, most other services), the Government registers, but normally raises no objections to, proposals
above the notification thresholds (i.e. $50 million for acquisitions of substantial interests in existing
businesses and off shore takeovers and $10 million for the establishment of new businesses) where the
relevant total assets/total investment fall below $100 million.

The Government examines proposals to acquire existing businesses (with total assets over $100 million) or
establish new businesses (with a total investment over $100 million) and raises no objections to those
proposals unless they are contrary to the national interest. Australian participation is welcomed but is not a
requirement. Offshore takeovers do not generally raise national interest concerns.

Compulsory notification is required under the FATA for share purchases (in businesses over the relevant
thresholds) and for all purchases  of urban land, irrespective  of vaue.

COMMONWEALTH GOVERNMENT

Real Estate
Proposed acquisitions of residential real estate are exempt from examination in the case of:

Australian citizens living abroad purchasing either in their own name or through an Australian
corporation or trust;
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foreign nationals purchasing (as joint tenants) with their Australian citizen spouse; and
foreign nationals who are the holders of permanent resident visas or are holders, or are entitled to hold,
a'special category visa purchasing either in their own name or through an Australian corporation or trust.

Proposed acquisitions of real estate for development are normally approved subject to a specific
condition requiring continuous substantial construction to commence within 12 months. Once construction
is complete, the parties are required to provide the completion date and actual development expenditure.

Foreign interests are normally given approval to buy:

vacant residential land, including house and land packages where construction has not commenced,
(on condition that continuous construction of a dwelling is commenced within 12 months): and

house and land packages where construction has commenced, home units, townhouses, etc
'off-the-plan’, under construction or newly constructed but never occupied or previously sold.
'Off-the-plan’ sales to foreigners are only permitted for new development projects or extensively
refurbished commercial structures, which have been converted to residential, on condition that no
more than half the dwellings in any one development are sold to foreign interests.

Proposed acquisitions of residential property (both vacant land and existing dwellings) which are within
the bounds of aresort that the Treasurer had designated as an 'I ntegrated Tourism Resort' (ITR) prior to
September 1999 are exempt from examination. For resorts designated as ITRs from September 1999, the
exemption only applies to developed residential property, which is subject to along term (10 years or more)
lease to the resort/hotel operator, making it available for tourist accommodation when not occupied by the
owner. All other property, including vacant land for development, within the ITR would be subject to the
normal foreign investment restrictions. Strict conditions must be fully met to qualify for Integrated
Tourism Resort status.

Certain categories of foreign nationals, temporarily resident in Australia continuously for more than
12 months, may be given approval to purchase developed residential real estate for use as their principal
place of residence (i.e, not for rental purposes) while in Australia. This category includes long-stay
retirees. A condition of such purchases is that the residence must be sold when the foreign nationals
temporary resident visas expire, they leave Australia, or the property is no longer used as their principal
place of residence.

All other proposals by foreign interests to acquire developed residential rea estate are examinable and are
not normally approved, except in the case of foreign companies, with an established substantial businessin
Austrdia, buying for named senior executives resident in Australia for periods longer than 12 months,
provided the accommodation is sold when no longer required for this purpose. Whether a company is
eligible, and the number of properties that may be acquired under this category, will depend upon the
extent of the foreign company's operations and assets in Australia. Unless there are special circumstances,
foreign companies normally will not be permitted to buy more than two houses under this category.
Foreign companies would not be €ligible under this category where the property would represent a
significant proportion of its assetsin Australia.

Proposed acquisitions of developed non-residential commercial real estate are normally approved unless
they are contrary to the national interest.

Proposed acquisitions of hotels and motels operating under one title are normally approved (unless
considered contrary to the nationa interest) under the tourism sector policy. Proposed acquisitions of strata
titled hotel accommodation may be approved in certain designated hotels. Full details of the requirements
for designated hotels are contained in the Australian urban land policy summary. Other accommodation
facilities such as guesthouses, holiday flats and undesignated strata titled hotels and motels are examined
under policy applying to the residential real estate sector.

Banking

Foreign investment in the banking sector needs to be consistent with the Banking Act 1959, the Financial
Sector (Shareholdings) Act 1998 and banking policy, including prudentia requirements. Any proposed

6 Audrdia



foreign takeover or acquisition of an Australian bank will be considered on its merits on a case by case
basis and judged on its merits.

The Government will permit the issue of new banking authorities to foreign-owned banks where the
Australian Prudential Regulation Authority (APRA) is satisfied the bank and its home supervisor are of
sufficient standing, and where the bank agrees to comply with APRA’s prudentia supervision
arrangements.

Civil Aviation
Domestic Services

Foreign persons (including foreign airlines) can generally expect approval to acquire up to 100 per cent of
the equity in an Australian domestic airline, unless thisis contrary to the national interest.

International Services

Foreign persons (including foreign airlines) can generally expect approva to acquire up to 49 per cent of
the equity in an Australian international carrier (other than Qantas) individually or in aggregate provided
the proposal is not contrary to the national interest. In the case of Qantas, total foreign ownership is
restricted to a maximum of 49 per cent in aggregate, with individual holdings limited to 25 per cent and
aggregate ownership by foreign airlines limited to 35 per cent. In addition, a number of national interest
criteria must be satisfied, relating to the nationality of Board members and operational location of the
enterprise.

Airports

Foreign investment proposals for acquisitions of interests in Australian airports are subject to caseby -ase
examination in accordance with the standard notification requirements. In relation to the airports leased by
the Commonwesdlth, the Airports Act 1996 stipulates a 49% foreign ownership limit, a 5% airline
ownership limit and a 15% limit on the cross ownership of Sydney (Kingsford Smith) / Melbourne, Sydney
(Kingsford Smith) / Brisbane and Sydney (Kingsford Smith) / Perth airports. Moreover the owners of
Sydney (Kingsford Smith)Airport, are precluded by their share sale agreement (entered into in June 2002)
from acquiring more than a 15% stake in the airport operator companies for the other Sydney Basin
Airports (Bankstown, Hoxton Park and Camden) for a period of five years. The three Sydney Basin
airports are expected to be sold by the Commonwealth around the middle of 2003.

Shipping

The Ship Registration Act 1981 requires that, for a ship to be registered in Australia, it must be mgjority
Australian-owned (i.e., owned by an Australian citizen, abody corporate established by or under law of the
Commonwedlth or of a State or Territory of Australia), unless the ship is designated chartered by an
Australian operator.

Media

All direct (that is, non-portfolio) proposals to invest in the media sector irrespective of size are subject to
prior approval under the Government’'s foreign investment policy. Proposals involving portfolio
shareholdings of 5% or more must also be submitted for examination.

Broadcasting

Whilst proposals for a foreign person to acquire an interest in or establish a new broadcasting service
would be subject to a case by-case examination under foreign investment policy, the following criteria dso
must be satisfied. A broadcasting regulatory regime, enacted through the Broadcasting Services Act 1992
(BSA), stipulates that:
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Foreign interests in commercial television broadcasting services continue to be limited to a 15%
company interest for individuals and a 20% company interest in aggregate. A foreign person may not be in
a position to exercise control of a commercia television broadcasting licence. No more than 20% of
directors may be foreign persons.

For all subscription television broadcasting services licences, foreign interests are limited to a 20%
company interest for an individual and a 35% company interest in aggregate.

There are no foreign ownership and control limits on commercia radio or on other broadcasting services
under the BSA.

Newspapers

Foreign investment in mass circulation national, metropolitan, suburban and provincial newspapers is
restricted. All proposals by foreign interests to acquire an interest of 5% or more in an existing newspaper
or to establish a new newspaper in Audtralia are subject to case-by-case examination. The maximum
permitted aggregate foreign interest (non-portfolio) investment/involvement in national and metropolitan
newspapers is 30% with any single foreign shareholder limited to a maximum interest of 25% (and in that
instance unrelated foreign interests would be alowed to have aggregate (non-portfolio) shareholdings of a
further five per cent). Aggregate foreign interest direct involvement in provincial and suburban newspapers
is limited to less than 50% for non-portfolio shareholdings.

Telecommunications

Telstra Corporation Ltd (Telstra) is predominantly owned by the Commonwealth of Australia. Since
October 1997, the Government has partialy privatised Telstra through the sle of 49.9per cent of its
equity to indtitutional and individual investors. Aggregate foreign ownership of Telstra is restricted to
35 per cent of that 49.9 per cent equity and individual foreign investors are allowed to acquire a holding of
no more than 5 per cent of that 49.9 per cent equity.

Prior approval is required for foreign involvement in the establishment of new entrants to the
telecommunications sector or investment in existing businesses in the telecommunications sector.
Proposals above the notification thresholds will be dealt with on a case-by-case basis and will be normally
approved unless judged contrary to the national interest.

Telecommunications-specific licensing, consumer protection and competition |legisiation also applies, both
to foreign and domestic entities, on a non-discriminatory basis. The licensing regulation is contained in
the Telecommunications Act 1997. The agency responsible for licensing is the Australian Communications
Authority (ACA), whose website is at www.aca.gov.au

In addition to being subject to the genera competition and consumer protection laws which apply to
business generaly, carriers and carriage service providers are subject to the following industry-specific
legislation:

Telecommunications consumer protection legislation contained in the Telecommunications (Consumer
Protection and Service Standards) Act 1999, administered by the ACA.

Telecommunications competition regulatory regime contained in Parts XIB and XIC of the Trade
Practices Act 1974. This legidation augments the general competition law (outlined later), and creates an
industry specific access regime. It is administered by the Australian Competition and Consumer
Commission, whose website is at www.accc.gov.al.

STATE GOVERNMENTS

New South Wales

There are no industry sectors which are “restricted” sectors in the sense of being subject to prohibition,
limitations, specific conditions or special screening arrangements imposed by the NSW Government or
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any local or regiona authority in NSW. Nor do “performance requirements’ apply which affect restricted
or unrestricted sectors.

With regard to foreign investment laws or regulations tied to the export orientation of an investment
proposal, there are no NSW statutes or regulations of this kind. Nonetheless, the NSW Government
actively seeks to encourage foreign investment which is geared to sustained employment generation and
export production.

There are no limitations on foreign land purchase and use in NSW apart from those which apply under
provisions of the FATA described above.

The NSW Department of State and Regional Development (DSRD) is the first point of contact within
Government for companies wishing to do business in NSW. DSARD offers a range of programs for all
levels of business — from start-ups to multi-nationals investing in the Australian market. Further
information is available at the Department’s website: www.business.nsw.gov.au

Northern Territory

Restrictions, and any associated performance requirements, are generaly the same in the Northern
Territory (NT) as in other states. However, a number of unique restrictions do exist that apply to 4l
potentia investors. These are:

No landholder, either alone or together with associates, can own more than 13,000 sg. kms without
the consent of the Minister for Lands and Housing. For consent to be granted a proposal must be shown to
be in the Territory’ s interest. This requirement is set out in Section 34 of the Pastoral Lands Act.

Small areas of the NT are listed under the Aboriginal Areas Protection Act as sacred sites. The use of

and access to these areas are generaly restricted; however, in specia circumstances the Minister for Lands
and Housing may override such restrictions.

Queensland

The Queensland Government welcomes foreign investment as a major contributor to Queensand's
economic development. The Government recognises that Australia has historically been capital deficient
and that foreign investment has played a significant role in the development of Queensland and Australian
economic capacity, particularly in the export sector.

The Queensland Government encourages foreign investment in all sectors of the State's economy.
However, the Government seeks to influence the flow of such investment into sectors of the economy
which will provide the greatest contribution to the long term growth and development of Queensland.

In this respect, the Queensland Government particularly encourages foreign investment which:

involves the establishment of new industry or additions to industry;
improves the prospects for employment;

is export-oriented;

improves industry competitiveness;

relates to the higher value added sectors of the economy;

enhances the local labour force with new skills and technologies; and
increases access to international markets.

The Queendand Government would expect that such benefits would generally be maximised by way of
joint venture arrangements between Australian companies and foreign investors. However, it is
acknowledged that there will be circumstances when Australian equity participation is not available and
when the State and national interest can be enhanced only by full foreign ownership.

Overdl, the Queendand Government adopts a balanced and positive approach to foreign investment.
Such investment should provide benefit to Queendand’'s economy as well as to the investors themselves.
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The Foreign Investment Secretariat, within the Queendand Department of State Development's
Commercial Advisory Services Division, is responsible for implementing the Queendand Government’s
approach to foreign investment. The Secretariat has responsibility for:

data gathering and analysis of foreign investment trends within the State;

liaising with potential foreign investors and/or their agents in respect of foreign investment issues; and

assessing applications for foreign investment approval referred by the Foreign Investment Review
Board (FIRB) and provision of advice to the Government.

There is no legidative requirement for prospective foreign investors to make submissions direct to the
Foreign Investment Secretariat. However, proponents are encouraged to consult with the Secretariat on
significant and possibly contentious proposals at the same time as making submissions to the FIRB. Such
consultation may enable the early identification, and remedy, of potential issues of concern. The
Commonwealth Government consults with the Queensland Government as it recognises that particular
State interests should be taken into account.

The Queensland Government fully recognises that much of the information provided to the Foreign
Investment Secretariat will be sensitive, commercial information, and thus confidential. The Queensland
Government will respect this confidence and will award it appropriate security.

For the purposes of foreign investment policy, the Queensland Government adopts the same definition of
‘foreign person’ as the Commonw ealth Government.

Sectoral Approach

The Queensland Government’ s approach to examinable foreign investment proposals on an industry sector
basis is outlined below.

Urban Red Estate

The Queendand Government supports the existing Commonwealth policy regarding the acquisition of or
investment in urban rea estate by foreign investors. The Queensland Government would expect that
urban real estate proposals (other than those explicitly exempted from examination under Commonwealth
guidelines) would generally add value or other tangible economic benefits to attract Queensland
Government support.

The Queendand Government would oppose proposals which it believed indicated an intention to
participate in “land banking”. Broadly, land banking is defined as the acquisition of undeveloped real
estate without identifiable plans to commence an approved form of development within a reasonable
period (normally defined as 12 months).

Manufacturing

Although joint ventures involving Australian-owned interests are preferred, the Queensland Government
would be prepared to accept up to 100% foreign ownership of manufacturing concerns provided that
tangible economic benefits will resuilt.

In assessing economic benefit to the State, the Queensland Government notes that some of the benefits of
foreign investments in manufacturing include:

introduction of new manufacturing technology;
increased access to export markets;

import replacement;

employment generation or maintenance; and
establishment of new industry.
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Mining and Resource Industries

For examinable proposals involving a new mining business, the Queensland Government has a preference

for a minimum of 50% Australian equity and control. In assessing the proposals for a new mining
business with a level of foreign ownership exceeding 50%, the Queensland Government will pay regard to:

economic benefit to Queensland as a result of the project;

the extent to which the unavailability of sufficient Australian equity capital on reasonable terms and
conditions would unduly delay development;

the possibility of Australian equity participation during the course of the project; and

whether the foreign proponent has been actively engaged in the exploration phase of the project.

The Queendand Government would not normally object to proposals for the acquisition of an interest in an
existing mine where economic benefits are considered sufficient to offset any reduction in Australian
ownership and control, or where the foreign interest making the acquisition is Australian controlled.

The Queendand Government particularly encourages foreign investment in the area of downstream
mineral processing.

Rural Sector

In considering potential implications of primary industry sector proposals on the State’'s economy, the
Queensland Government will generaly require that an industry impact assessment be undertaken for
proposed foreign investments in the form of establishing new businesses or the acquisition of existing

businesses. These assessments will be undertaken by the Foreign Investment Secretariat after prior
consultation with the foreign investor and the FIRB.

The Foreign Investment Secretariat will also monitor the impact of foreign investment in more sensitive
sectors of the rural economy, particularly where the level of foreign ownership and control is high.

In addition, the Queendand Government opposes freehold acquisition by foreign investors of dedicated
prime agricultural land for purposes other than primary production, unless it is demonstrated that foreign
ownership will provide significant net offsetting benefits to the Queensland economy.

Tourism

The Queensland Government encourages foreign investment in the tourism industry but would prefer joint
venture projects between Australian and foreign companies.

However, in assessing foreign investment proposals in the tourism sector, the Queensland Government will
also pay regard to:

the impact of development on the local and regional communities;
the potentia of the foreign investor to make a positive contribution to the local tourism industry; and
the level of foreign ownership and control within the local tourism industry.

In considering foreign investment proposals involving offshore islands, the Queensdand Government will
apply the following approach:

Australian ownership should be maintained at a minimum of 50% unless otherwise approved by the
relevant State Ministers;

tenure to be on long-term leasehold land; and

management to be in accordance with approved Commonwealth and Queensland Government island
environmental management plans and other lawful requirements of Queensland’s Environmental
Protection Agency .

Queendand' s foreign investment policy, asit relates to offshore islands, is currently under review.
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I nvestment Attraction

The Investment Divison has a whole-of-Department, and whole-of-Government leadership and

coordination role in attracting domestic and international value-adding investment to Queendland, towards
the Government’ s commitment to creating jobs.

Products and Services

Promote increased awareness of Queensland as an investment location;

Encourage and facilitate investment, job retention and re-investment in Queendand;

Provide whole-of-Government leadership and coordination of investment activities;

Manage and administer the Queensland Investment Incentives Scheme;

Encourage business migration to Queensland and provide appropriate support services,

Provide investment information and intelligence to Government;

Provide commercial evaluation/due diligence services,

Encourage the growth of the private equity industry in Queensland;

Advise on issues pertaining to the development of a globaly competitive business environment
conducive to minerals processing and manufacturing projects;

Facilitate the establishment of regional business angels groups;

Provide investment education and coordination of Investment Ready Program to regional Queens and;
Co-operates with investment allies such as Invest Australia, Office of Economic Development, other
local development bodies, and our Australia TradeCoast Partners.

The Queendland Government’s activities in investment attraction are targeted at specific industry sectors
where the State has particular competitive strengths. These include biotechnology, information
technology, aviation services and support, food processing and light metals.

Specific strategies for each of these industry sectors have been developed in association with Queensland’'s
network of overseas offices and the network of Invest Australia

Statutory (legisative) Requirements

After approval by the FIRB, the Queensland Government does not provide facilitation for various
approvals. However, there is State legidation governing foreign leasehold and the land register. The
Foreign Ownership of Land Register Act 1989-90 requires that every foreign person or entity which
acquires a freehold or leasehold interest in Queensland land must give notice to the Registrar.

All dealings involving foreign ownership of leasehold land are carried out in accordance with the Land Act
1994. For freehold land, dealings occur in terms of the Land Title Act 1994. Both Acts are administered
by the Queendand Department of Natural Resources and Mines.

A foreign person who has the legal estate of an interest in land vested in them must lodge a notification of
ownership with the Queensland Department of Natural Resources and Mines for registration in accordance
with the Foreign Ownership of Land Register Act 1988. This Act also sets out other disclosure
obligations of foreign persons in relation to the maintenance of ownership of land in Queensland.

The State is bound by Commonwealth legislation under The Foreign Acquisitions and Takeovers Act 1975
(FATA).

The Queendand Government does not publish its foreign investment policy on its website.
The Queensland Government is currently reviewing its foreign investment policy.
Taxation

Taxation measures levied by the Queendand Government include payroll tax, stamp duty on transactions
and land tax. The rates of taxation levied are consistent for both foreign and local investors.
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I nvestment Promotion and Incentives

The Queensand Government operates an investment incentives program known as the Queensland

Investment Incentives Scheme (QIIS). This scheme alows the government to offer incentives packages as
appropriate to attract new job creating projects to Queensand or to secure expansions of existing projects.
The decision to offer incentives, and the extent of such incentives, is driven in all cases by the extent of the
net economic benefit to the State arising from the project. Benefits under the scheme are normally in the
form of payroll tax rebates or cash advances to cover costs such as training and relocation.

South Australia
Satutory Requirements

There are no redtrictions or prohibitions by State law or regulation to foreign investment in South
Australia.

However, certain economic activities and business or professional occupations are subject to licensing
requirements, which apply on a nortdiscriminatory basis to all applicants.

There is numerous legislation in the areas of consumer protection, employment, environmental planning
and land management, and State taxes, which again are non-discriminatory and apply equally to al
residents and/or activities within South Australia.

There are no limitations on foreign land purchase and use in South Australia apart from those which apply
under the provisions of the FATA described above.

Investment Review and Approval

The investment in a property together with the intended use of the property need to fit within the zoning
regulations of that area and hence local councils need to be consulted during the purchasing/development
process.

Tasmania

Tasmania's industrial relations legidation (the Industrial Relations Act 1984) provides for enterprise
agreements and for industrial agreements under section 55 of the Act. An enterprise agreement need not
involve a union as a party whereas an industrial agreement must. Both types of agreement must be
approved through the Tasmanian Industrial Commission.

The Casino Company Control Act 1973 was repealed in 2000 so the foreign ownership restriction it
imposed is no longer operative. There are no restrictions on foreign land purchase and use in Tasmania
additiona to those which apply under Commonwealth legislation.

Victoria

Any Victorian government owned services are closed to private investment (including foreign investment)
unless the Government has publicly invited tenders. There are no restrictions on foreign companies or
individuals wanting to invest in or provide Government services that are open to the tendering process. For
example, there are no restrictions on foreign companies or individuals wanting to invest in, operate or
establish private shools but like domestic investors they are only able to invest in areas of the public
school system where tenders have been invited. In particular, tenders were invited to make submissions
regarding ticketing machines for the public transport system because the expertise and capital to invest in
this area was more likely to have come from overseas investors. Any proposals submitted as part of the
tendering process must meet the tenders' criteria.
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The only redtrictions, that we are aware of, imposed by The Victorian State Government directly aimed at
restricting investment by foreign companies is outlined in the Gaming and Betting Act 1994, section 53
and directly relates to investment into TABCORP Holdings Limited.

Restrictions state that an individual foreign investor, defined as a non resident, has a restriction of 2.5% of
the voting shares; and the total foreign investment of the licence cannot exceed 40% of the total voting
share.

Individuals are restricted to holding not more than 2.5% of the total number of voting shares, unless a
certificate relating to the person’s shareholding is in force. If such a certificate is in force, an individual
may not purchase more than 5% of the total number of voting shares.

Although the Liquor Control Act has no provisions restricting foreign ownership, the Department of State
Development advises that it is unlikely that a foreign corporation with no resident directors would be
granted a licence by the Commission.

There are no limitations on foreign land purchase and usein Victoria apart from those which apply under
the provisions of the FATA described above.

Western Australia

There are two direct restriction imposed by the Western Audtralian State Government on foreign
investment. Under the Casino (Burswood Island) Agreement Act 1985, foreign persons may only hold 40%
of Burswood Property Trust units on issue unless an exemption to hold additional units is granted by the
Minister for Racing and Gaming. Some exemptions have been granted since the establishment of the Trust.
Under the Fisheries Resources Management Act 1994, foreign ownership in rock lobster processing is
limited to 20%; restrictions are placed on non-residents becoming directors or office bearers in
corporations undertaking rock lobster processing.

Under the Pearl Oyster Fishery Ministerid Policy Guideline dated 16 August 2001 (issued under the
Pearling Act 1990), in general terms only a person who is an Australian citizen or a permanent resident
may hold pearling industry licences. With respect to corporaions, partnerships or trusts, such entities must
be Australian owned or controlled. The effect of these provisionsis to:

restrict foreign ownership and control of the Western Australian pearling industry; and
optimise the economic benefit of the Western Australian pearling industry to the State by limiting

the extent to which foreign interests can control production of the pearl oysters or otherwise exert control
over the Western Australian pearling industry.

The State Government does not directly prohibit or restrict foreign investment in any other sector of the
Western Australian economy. However, investment in any Western Australian Government owned
services is closed to private investment (including foreign investment) unless tenders have been publicly
invited. There are no restrictions on foreign companies wanting to invest in or provide government
services where tenders have been requested. Regulation of privately owned government services is
non-discriminatory.

However, private investment (either foreign or local) in electricity supply or rail services which is of a
stand-alone nature (i.e. the services are specific to a single user and not for the general community) is
permitted.

Under the Land Administration Act 1983 and the Transfer of Land Act, prior authorisation is required from
the Western Australian Government for the transfer of pastoral leases.

Western Australian Government policy directs that no transfer should be approved unless there is at least
50% Australian equity and control in the proprietorship of a pastoral lease, unlessit could be shown that no
Australian interest was forthcoming at the time.
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The vendor is required to provide evidence that genuine endeavours have been made to obtain the required
Australian equity by production of material to indicate that there has been adequate (Austraia-wide)
publicity to the proposed sale either by auction, inviting tenders or by private treaty.

If the vendor is unable to negotiate a sale to conform with the minimum proportion of Australian equity,
the proposal is referred to State Cabinet for consideration and decision.

Potential purchasers of a pastoral lease should contact the Pastoral Lands Board for information on other
conditions of sale that may apply.

(c) Indicate all application/approval forms required for screening purposes. Briefly summarise additional
documentation that is required for review or approval processes.

Copies of the relevant notification forms required to give notice under the FATA, the voluntary real estate
application forms, policy documents, the FATA and the Regulations can be obtained from the FIRB (see
section B(1)(2)(d) below for other contact details). The information normally required to enable foreign
investment proposals to be processed can aso be obtained from the FIRB.

(d) Identify the contact point(s) to which applications should be made, and provide addresses, and the
phone/facsimile numbers for contacts. Agency Address/tel ephone/fax

Agency Address/Telephone/Fax

Foreign Investment Review Board Executive Member

Foreign Investment Review Board

C/- The Treasury

CANBERRA ACT 2600

AUSTRALIA

Fax: (61-2) 6263-2940

Telephone:

Foreign Investment Policy Division, Treasury
Executive Member: (61-2) 6263-3755
Genera Inquiries: (61-2) 6263-3795

(e) ldentify the availability of website information and whether there is that capacity to apply for
approvals on line.

Copies of the relevant notification forms required to give notice under the FATA, the voluntary real estate
application forms, policy documents, the FATA and the Regulations can be obtained from the FIRB’s
website at www.firb.gov.au.

Forms can currently be filled in online but need to be printed out and sent to the FIRB with the required
accompanying information. The facility for online lodgment of application forms is currently being
developed and should go live in early 2003.

(f) What is the average period from the formal submission of all relevant/required documentation to final
approval/rejection?

The FIRB seeks to ensure that proposals are dealt with quickly and efficiently. The time taken from the
filing of a proposal to a decision varies, depending on the nature of the proposal and the contents of the
submission. However, the mgjority of proposals areconsidered by the FIRB and decisions reached by the
Government within thirty days of lodgment. While the legidation provides for a period of 30 days by
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which time a decision must be taken by the Treasurer, many proposals are completed before the expiry o
30 days. In 2001-2002, 68 per cent of proposals were decided within 10 days and 92 per cent within
30 days of receipt of a completed application.

(g) List agencies responsible for dealing with appeals (including addresses, telephone/fax numbers) in
cases where a proposal is denied or a modification of the proposal is requested. Briefly describe appeal
processes and the average time for an appeal to be considered.

There are no forma appeal procedures under the foreign investment legidation. However, it is aways
possible for foreign investors to resubmit a proposal previously considered inconsistent with policy for
further consideration.

(h) Briefly describe what conditions need to be met for an expedited review of a foreign investment
proposal.

There are no formal “fast tracking” procedures, though foreign investors frequently request and receive
expedited review.

() Indicate agencies that consider foreign investment related complaints, the types of complaints that the
agency deals with and how the agency can be contacted for appeals (provide addresses, and phone/fax
numbers for these agencies).

As dtated in section B(1)(2)(g) above, there are no forma appeal procedures under the foreign investment
legidation. The FIRB deals with any complaints regarding foreign investment. The address and relevant
phone/fax number for the Board can be found in section B (1)(2)(d) above.

(j) List agencies responsible for monitoring/enforcing compliance with foreign investment laws/regulations
and the functions in relation to enforcement for which they are responsible. Provide addresses and
phone/fax numbers for these agencies.

The Secretariat to the FIRB (the Foreign Investment Policy Division of the Department of Treasury) (see
section B(1)(2)(d) for contact details) is responsible for monitoring compliance with the Government’s
foreign investment policy.

There are substantial penalties for a number of offences against particular sections of the FATA including
non-compliance with the notification provisions of sections 26 and 26A. If the Government approves a
proposal subject to conditions and the parties implement the proposal but do not comply with the
conditions, they commit an offence (section 25(1C) of the FATA). Failure to comply with an order made
by the Treasurer is an offence (section 30 of the FATA). The Treasurer may also make orders to block or
unwind any schemes entered into for the sole or dominant purpose of avoiding the provisions of the FATA
(section 38A of the FATA).

(K) Describe any opportunities for comment (foreign and domestic) on existing foreign investment
regulations, or for proposed changes to the foreign investment regime, and indicate the nature of these
processs.

The Office of Regulation Review (ORR) section of the Productivity Commission is the Austraian
Government's regulatory reform 'watchdog'. The ORR vets and reviews regulations to ensure that they are
properly formulated and do not impose undue costs on business and the community.

Government policy requires that a Regulation Impact Statement (RIS) be prepared for regulatory proposals
which affect business or restrict competition. A RIS provides a consistent, systematic and transparent
process for assessing aternative policy approaches to problems. It includes assessment of the impacts of
the proposed regulation on different groups in the community, including a specific focus on small business.
For any proposal that requires legidative change, the RIS must be tabled in Parliament, thereby making it
available to the public.
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The Government, through the FIRB, also considers submissions from companies, industry bodies and
individuals, both Australian and foreign, seeking changes to and making suggestions in rdation to the
Government’s foreign investment policy. It continually monitors community and business sector concerns
about the policy and its impact and reviews the relevant parts of the policy, where appropriate.

() If there is a role for sub national agencies in the approval process, please indicate the agencies
(including their address and telephone/fax number) and their roles in the approval process (e.g., zoning,
approvals of land purchase).

State governments, usually through their Department of State Development (or similar), provide advice on
request to the Foreign Investment Review Board concerning those foreign investment proposals relevant to
their responsibilities. The Commonweath Government has the legidative power in relation to foreign
investment in Australia generally.

However, many States are involved in the operational phase of maor investment projects by expediting
project approvals by government departments and agencies, assisting with the negotiation of key project
cost items (e.g. energy costs), providing advice on availability of government services, etc.

2. MOST FAVOURED NATION TREATMENT / NON-DISCRIMINATION BETWEEN SOURCE
ECONOMIES

(a) List and description of the scope of any exceptions to most favoured nation treatment in relation to the
establishment, expansion and operation of foreign investment (e.g. limits in terms of sector, threshold
value or otherwise).

Australid s foreign investment policy is applied on a non-discriminatory basis as to source country of
investment funds.

(b) Identify and describe any international agreements to which your economy is a party which provides
any exceptions to MFN treatment.

There are no applicable international agreements, which provide for MFN exceptions in relation to the
administration of Austraid' s foreign investment policy.

3. NATIONAL TREATMENT

(a) List and description of sectors which are subject to exceptions to national treatment for the purpose of
foreign investment and the nature of the exception (e.g. requirements for joint ventures, linkages between
export ratios and equity participation, technology licensing).

Australid' s foreign investment policy, by its nature, discriminates between foreign investors and domestic
investors. Australia is therefore unable to commit itself to the provision of national treatment. A list of the
key laws, regulations and policies which provide exceptions to national treatment has been provided in
section B(1).

(b) Description of the nature and scope of any limitations on foreign firms access to sources of finance.

The Australian Securities and Investments Commission (ASIC) regulates the securities markets in
Austrdia. A foreign corporation which offers securities (including bonds) in Australia must comply with
the Corporations Law. The Corporations Law contains various requirements for an offer of securities,
including the provision of a prospectus disclosing al material information in relation to the offer of
securities.

However under the discretionary powers conferred on it, ASIC has provided relief from the prospectus
provisions for foreign corporations issuing securities in Australia. This relief takes two forms. Firstly,
ASIC has issued a number of class instruments (Class Orders) which modify the application of the
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prospectus provisions to foreign corporations. Provided a foreign corporation complies with the conditions
in the Class Orders, the relief will automatically apply.

Secondly, a foreign corporation can apply to ASIC for a particular exemption or modification of the
prospectus provisions. ASIC has released a Policy Statement which describes the rationae for the relief
and explains in detail the conditions under which relief will be granted. Foreign corporations wishing to
raise funds in Australia by issuing securities are advised to make an application to the offices of ASIC.

ASIC has aso released a Policy Statement which clarifies the circumstances in which it will seek to
regulate offers of securities made over the internet and accessed in Austraia.

4. REPATRIATION AND CONVERTIBILITY

(a) List and description of any regulations which restrict the repatriation of funds related to foreign
investment, such as profits, dividends, royalties, loan payments and liquidation.

There are no restrictions on the repatriation of capital and earnings by foreign investors related to foreign
investment.

(b) Brief description of the foreign exchange regime.

Exchange rates are determined on the basis of demand and supply conditions in the exchange market, but
the Reserve Bank of Australia retains discretionary power to intervene in the foreign exchange market.
There is no official exchange rate for the Australian dollar. There are no taxes or subsidies on purchases or
sales of foreign exchange. Authorised foreign exchange dealers may dea among themselves, with their
customers, and with overseas counterparties at mutually negotiated rates in any currency.

(c) Restrictions on the convertibility of currencies for the overseas transfer of funds.
There are no restrictions on the convertibility of currencies for the overseas transfer of funds.
5. ENTRY AND SOJOURN OF PERSONNEL

() Identify any permits/entry visa requirements for non-resident staff of foreign firms and briefly describe
the nature of the entry restriction.

Temporary business entry arrangements provide for the entry of foreign personnel for both short and long
stay business entry.

Short-stay business visitor entry provides for a stay of up to three months on each occasion for business
purposes such as pursuing investment opportunities, attending business meetings or attending to business
interests in Australia. Visa options include a multiple entry visa valid for one year, five years or for the life
of the applicant’s passport (up to a maximum of 10 years). This visa is dso available in many APEC
economies through Electronic Travel Authority arrangements.

Passport holders of anticipating APEC Business Travel Card economies can apply for an APEC Business
Travel Card for the purposes of short-term business visitor entry to Australia. The APEC Business Travel
Card cuts though the red tape of business travel, and gives credited business people pre-cleared entry to
participating APEC economies. Card holders enjoy:

Fast-track entry and exit through special APEC lanes at major Australian airports,

No need to individually apply for visas or entry permits each time you travel to any of the participating
economies,

Multiple short-term entry to Australia for 90 days stay each visit, and

Cards are valid for three years.
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For information on dligibility criteria and where to apply for the APEC Business Travel Card, see
www.businessmobility.org/key/abtc.html.

Long-stay business entry provides for a stay of up to four years principaly for:

personnel for companies operating in Australia;

personnel from offshore companies seeking to establish a business presence in Australia such as
setting up a branch of the company or participating in joint ventures;

independent executives seeking to establish new businesses or joining existing businesses in Australia;
and

personnel coming under a Labour Agreement or Regional Headguarters Agreement.

Streamlined arrangements are in place for Australian companies sponsoring skilled personnel . These
streamlined sponsorship arrangements extend to the entry of skilled personnel for the purpose of
establishing a business presence of an overseas company in Australia. All applicants must be sponsored by
their prospective employer and meet certain prescribed criteria including any qualifications or
licensing/registration requirements

(b) List and briefly describe any restrictions by law or regulation on the entry/sojourn of foreign
technical/managerial personnel and their accompanying family members.

Restrictions/Descriptions

A spouse and dependent children who are part of the family unit of the principal applicant are granted a
visa with the same conditions and period of validity as that of the principal. Spouses of approved business
temporary residents are permitted to work while in Australia

Further information about Australia s business temporary entry arrangements are available from:
www.immi.gov.au/allforms/temp_bus.htm

(c) Description of any regulations relating to personnel management of foreign firms, e.g. minimum wage
laws, minimum requirements for training or employment of local staff.

For the purposes of obtaining entry to Australia for business temporary residence minimum salary and skill
thresholds apply. Skilled positions are occupations that are classified as Managers and Administrators,
Professionals, Associate Professionals, and Tradespersons and Related Workers.

Regulations relating to personnel management in Australia are subject to laws at the federal and the state
level. However, in both cases Australian domestic law does not discriminate between foreign and locally
owned enterprises. Accordingly, a foreign firm employing Australian workers has exactly the same legd
rights and obligations in relation to conditions of employment and related matters as any local firm in a
similar situation.

The federal system and the division of industrial relations powers

Austrdlia has a federa system of Government under which government powers are divided or shared
between the federa (or national) government and the various State/Territory governments.

The federal/state division of industria relations power has meant that we have more than one industria
relations system. We have a federal system and a number of State systems. The federal government cannot
legidate directly to set wages and conditions of employment (except where it can rely on other powers
such as during wartime, or in relation to its own employees, or where the external affairs or corporations
powers may be used). It can, however, establish independent tribunals for the purpose of using conciliation
and arbitration powers to prevent and settle interstate industrial disputes. The federa tribunal is known as
the Australian Industrial Relations Commission (AIRC). Similar tribunals exist in the State jurisdictions.
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On 19 December 1996, the State of Victoria transferred its industrial relations powers to the
Commonwealth. Further harmonisation of federal and State industria relations systems is being pursued
through complementary legislation and other arrangements (for example, between the federal and State
tribunals); and through a cooperative approach to administrative arrangements and service ddlivery.

Legislation
The Workplace Relations Act 1996 (WR Act) regulates industria relations at the federal level in Austraia

The objects of the Act focus the federal system on: giving primary responsibility for industrial relations
and agreement-making to employers and employees at the enterprise and workplace levels, with the role of
the award system confined to providing a safety net of minimum wages and conditions; ensuring freedom
of association; the avoidance of discrimination; and assisting employees to balance their work and family
responsihilities effectively.

Industrial relations for businesses governed by the State jurisdictions are determined by a different set of
legidation and regulations.

Wage setting
The award system: A safety net of minimum wages

Independent tribunals in both the State and federal jurisdictions have established a system of industrial
awards. Awards may be occupationally based and, consegquently, may overlap between industry sectors;
industry based or enterprise based. Each award specifies the minimum wages and conditions of
employment that relate to various occupationa classifications and are based on skill and responsihility.

Approximately 80% of wage and salary earners are covered by the formal workplace relations system
including those on enterprise agreements and those covered directly by awards. Approximately 20% of all
employees are not covered by the formal system. In the federal jurisdiction aimost 3,000 awards regulate
wages and conditions of those on awards — the 20 largest of these awards cover around 700,000 of the
estimated three million federally covered employees.

As the industrial relation system has been progressively decentralised, particularly at the federa level,
awards are intended as a minimum safety net. The AIRC has responsibility for determining increases to the
safety net.

The award system is also being simplified to focus on its role as setting a safety net of minimum wages
and conditions. To meet this end, the AIRC's jurisdiction to incorporate matters in awards is confined to
certain alowable matters. All other matters are generally to be determined at the enterprise or workplace
level, whether in formal agreements or informally. New awards ae not able to contain matters other than
those prescribed.

Enterprise Bargaining at the federal level

The federal government has progressively introduced a much more decentralised industrial relations
framework. Broadly similar trends towards decentralisation have occurred in all of the State jurisdictions.

In the federal system, actual wages and conditions and working arrangements more generally are
determined as far as possible by agreement of employers and employees at the enterprise and workplace
levels. To provide more effective choice and flexibility for parties in reaching agreements, the WR Act
provides for Certified Agreements (CAs) and Australian Workplace Agreements (AWAS).

CAs may be reached directly with employees (for example, in hon-unionised workplaces) but, in such
cases, relevant unions are able to participate in negotiations and become parties to an agreement where a
member requests this. CAs must meet a ‘no disadvantage test’, which means that agreements must not
result in a reduction in employees overal terms and conditions when compared with the relevant awards
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and any relevant laws. The AIRC must aso be satisfied that the mgjority of employees to whom the
agreement will apply have genuinely endorsed the agreement.

AWASs may be negotiated individualy or collectively, but they are to be signed individualy. There is no
uninvited union involvement. Employees are able to appoint a bargaining agent (including a union) to
negotiate on their behalf and have a choice to sign individua or collective AWAs. Where an AWA is
found to have been entered into by a party under duress, that party is entitled to have the AWA declared
null and void. The Office of the Employment Advocate has been established to facilitate the operation of
AWASs, in particular, by providing advice to employees and employers, especially small businesses, on the
WR Act, receiving and filing AWASs and handling alleged breaches of AWAS.

Enterprises bargaining in the State jurisdictions is briefly outlined below:

South Australia (Industrial and Employee Relations Act 1994)

Key features include:

State industrial relations legidation provides for Certified Agreements (CAs) only. CAs can be
reached between employers and unions or directly with employees.

The ‘No Inferiority Test’ is a line by line test that is less flexible than the federal globa ‘no
disadvantage test’.

Queendand (Industrial Relations Act 1990 or Workplace Relations Act 1997)

Key features are:

Queendand industrial relations legislation provides for collective agreements and Queensland
Workplace Agreements (QWAS). Collective agreements include Section 19 agreements which are union
agreements and Section 20 agreements which are non-union agreements.

QWA s can be collective or individual, but al employees covered by the QWA need to sign it.

QWASs are approved by any member of the Queendand Industrial Relations Commission. The
Minister may request a report on QWAs and has been updated on QWAs on an ad hoc basis.

Western Australia (Industrial Relations Act 1979)

Key elements are:

The Industrial Relations Act 1979 provides for both collective and individual agreement making as
well as arbitrated awards.

Industrial agreements (also known as enterprise bargaining agreements or EBAS) are made between
an employer and the relevant union or unions. They may also be made amongst multiple employers and the
relevant union or unions.

Employer employee agreements (EEAS) are agreements made directly between an employer and
individual employees. They are underpinned by the relevant award and cannot be made a condition of
employment.

Recent legidative amendments (the Labour Relations Reform Act 2002) have removed the ability to
create workplace agreements, which were the previous form of individual agreement making option under
the Western Australian system. Any existing agreements have a legislated expiry date unless their nominal
expiry date occurs earlier. The latest date for expiry of all workplace agreements is 14 September 2003.

New South Wales (Industrial Relations Act 1996)

This Act establishes a system that fosters a collective approach to industrial relations. The Act provides for
collective agreements only; there is no individual agreement-making stream. The Industrial Relations
Commission approves all agreements and has a wide discretion to do so. The Act also provides for
enterprise awards, which are consent arrangements between industria parties, approved by the
Commission. The public interest test is applied to enterprise awards. Enterprise based agreements and
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awards are made against a background of common rule awards, made by the Commission after hearing
submissions and evidence from the parties, that apply to all person engaged in the particular occupations or
industries governed by the award.

Tasmania (Industrial Relation Act 1984)

Tasmanid's industrial relations legidation (the Industrial Relations Act 1984) provides for enterprise
agreements and for industrial agreements under section 55 of the Act. An enterprise agreement need not
involve a union as a party whereas an industrial agreement must. Both types of agreement must be
approved through the Tasmanain Industrial Commission.

(d) List and summary of domestic labour laws which apply to foreign firms in the context of labour
disputes/relations.

As noted in our response to Question 5(c) above, responsibility for industrial relations is shared between
the federal government and the State Governments. Foreign firms are subject to the same laws as locally
owned enterprises.

Australian domestic laws relating to the settlement of industrial disputes and industrial action vary in detail
from one jurisdiction to another. The regulatory arrangements and the mechanisms available for resolving
industria conflict, however, are broadly similar. In each jurisdiction legislation provides for the settlement
of industrial disputes by way of third party arbitration as well as by direct negotiation and other informal
means. As agenera rule any industrial dispute may be brought before the relevant industrial tribunal at the
behest of either party.

The incidence of industrial action has declined dramatically since the early 1980s. The Australian system
seeks to encourage the resolution of industrial disputes through direct negotiation rather than by third party
arbitration. The overwhelming majority of disputes are settled by such means and, increasingly, awards
and determinations have established grievance handling procedures for resolving disputes at the enterprise
level without the need for third party intervention.

Provisions of the Workplace Relations Act 1996 regulating industrial action
Right to strike during the bargaining period

Consistent with the generally accepted principles of collective bargaining the Workplace Relations Act
provides a right to strike (but not in support of secondary boycotts) and to lock out during bargaining for
agreements. A genuine attempt to reach agreement must occur prior to industrial action during bargaining,
and notice of such action will be required.

The AIRC has powers to facilitate bargaining for CAs and to suspend or terminate the right to engage in
protected industrial action, particularly where genuine bargaining is not occurring or where there is risk of
serious harmful effects for the economy or the community. In handling the latter case, the powers of the
AIRC are closely circumscribed, emphasising the need for conciliation to be exhausted before any
consideration is given to arbitration. Any such arbitration will be undertaken by a Full Bench consistent
with principles established by the AIRC, including comprehension of productivity considerations.

When an agreement has been reached, industrial action will not be permitted during its period of operation.

Industrial action other than for genuine bargaining for agreements is not otherwise compatible with the
norms of the system and will be unlawful.

Awards

Industrial action is not compatible where there is access to compulsory conciliation and arbitration. There
isno legal protection for industrial action except as described above in relation to agreements.
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Compliance powers

The AIRC has powers to give directions to stop or prevent unlawful industrial action. This applies to any
matters within its jurisdiction, including inter-organisational disputes (e.g. demarcation/representation
disputes). The Federal Court of Austraia is able to enforce such directions by injunctions and will be able
to award damages and sequester funds.

The AIRC is also able to exercise its existing powers in relation to unlawful industrial action (i.e. stand
down provisions; refraining from hearing matters where a party is not complying with an award, order,
direction or recommendation; suspension or cancellation of awards; and orders in relation to industria
action in the Commonwealth and Territory public sectors).

Payment of remuneration for periods of industrial action

It is unlawful for an employer to pay strike pay; for a union (or its representatives) to take industrial action
to pursue strike pay; or for an employee to accept strike pay.

The prohibition does not apply where work has stopped or been performed differently by the employees
concerned because they have a reasonable concern about their personal health and safety owing to unsafe
working conditions which are within the reasonable responsibility of the employer, and they have not
refused to accept a reasonable direction to perform other safe and appropriate work, whether at the same or
another workplace. Such action is specifically excluded from the definition of industrial action.

Secondary boycotts

Secondary boycott provisions have been restored to the Trade Practices Act 1974. The AIRC is dleto
conciliate where a federally registered union is involved, but there is no requirement for a specified period
of conciliation before legal action may be initiated.

6. TAXATION

(a) List and brief summary of all taxation arrangements affecting foreign investment, including corporate
income tax rates, indirect taxes, withholding taxes, double taxation agreements.

Corporate | ncome Tax Rates

Generally speaking, resident companies are liable to tax on their total income from sources both within and
outside Australia, whereas non-resident companies are liable only on their Australian income. Company
income tax is applied at a flat rate of 36% (for most companies) on the amount remaining after deducting
from assessable income al allowable deductions.

Australia has an imputation system for the taxation of dividends paid by resident companies which passes
on to individual taxpayers credit for tax paid by the company. When dividends are distributed, the
company tax paid on the income underlying the distribution is credited against the income tax payable by
non-corporate shareholders. For certain taxpayers, including individuals, excess credits can be refunded
where the shareholder’ s applicable marginal tax rate is less than the company rate.

An income loss (capital loss) incurred in any income year can be carried forward for tax purposes and
offset against income (capital gain) from future years until absorbed, provided a continuity of business or
ownership test is satisfied.

Consolidation

Australia aso has a consolidation regime which allows wholly owned groups of entities to make a choice

to consolidate and therefore be treated as a single entity for the purposes of determining income tax
ligbility.
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Single entity treatment extends to allow tax attributes (such as franking credits and losses) to be pooled and
applied to/against group income as well as permitting the income tax free movement of assets within the
group.

Indirect Taxes

On 1 July 2000, the Government introduced a broad-based goods and services tax (GST). The GST
replaced the existing wholesale sales tax (WST) system and a range of State taxes. The GST is collected
progressively on the ‘vaue added’ by each business in the production and distribution chain. The full value
of abusiness sdles is taxed and the business is alowed a credit for GST incurred on its acquisitions, with
only the net amount being remitted. The ability of businesses to claim input tax credits for the GST paid on
their inputs means that GST only applies to the fina value of items purchased by final consumers.

In the previous WST system, the WST paid by a business became embedded into its cost structure and
cascaded as businesses made WST taxable supplies to other businesses. Also, the WST was applied at a
number of rates to a narrow range of goods. In contrast, the GST applies a single rate of 10% across a
broad base of goods and services. For cars above a certain price level and wine, which had attracted higher
rates of WST, specific taxes were introduced to account for the removal of the WST and the introduction
of the single rate GST. These are the Luxury Car Tax and Wine Equalisation Tax. While most goods and
services are subject to GST, the health, education, childcare and charitable sectors are largely GST-free (or
‘zero rated’). Basic food is dso GST-free. Financia supplies and residential rents are input taxed (or
‘exempt’).

In June 1999, Commonwedlth, State and Territory leaders endorsed an Intergovernmental Agreement on
the Reform of Commonw edth-State Financial Relations which provides for the transfer of al the GST
revenues to the States and Territories. Access to the GST revenues alows the States to progressively
abolish, and not reintroduce, a range of indirect taxes. Bed taxes were repealed from 1July 2000, and
financial ingtitutions duty and stamp duties on quoted marketable securities were abolished from
1 July 2001. Debits tax is to be repealed by 1 July 2005, subject to review by a Ministerial Council
comprising Commonwealth, State and Territory Treasurers.

State and Territory Governments also generally levy taxes on payroll, land, financial transactions and land
transactions, while the Commonwealth imposes customs and excise duties on tobacco and tobacco
products, alcoholic beverages other than wine, and petroleum products.

Depreciation Arrangements

The Uniform Capital Allowance (UCA) system was introduced on 1 July 2001 replacing a range of
separate capital alowances that were previously available for items of ‘plant’, certain mining and

quarrying expenditure, items of intellectual property, spectrum licenses, indefeasible rights to use
submarine cables, software and certain primary production assets.

The UCA system applies to depreciating assets that start being held or constructed on or after 1 July 2001.

The UCA includes the following key features:

The entitlement to write-off a depreciable asset for taxation purposes rests with the taxpayer that
incurs the loss in value of the asset, not necessarily the legal owner of the asset.

The cost of depreciable assets is the actual cost of the aset to the person who acquires the asset,
including all relevant costs of acquiring and installing the asset except financing costs.

Taxpayers have the option of either using the Commissioner of Taxation's effective life schedule or
sdf-assessing the effective life of their assets.

B From 1July 2002 statutory effective life caps apply to a range of assets used in the ail, gas and
airline industries.

Taxpayers have the option of writing off depreciable assets on the basis of prime cost or diminishing
vaue
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Project development costs are eligible for depreciation through pooling arrangements and written off
on adiminishing value basis at a rate determined by the effective life of the project.

Taxpayers can write off all depreciable assets costing, or with an opening written down value, less
than $1000 through a low-value pooal.

The UCA system aso covers a number of types of capital expenditure for which there was previously no
entitlement to a deduction. For example, special write-offs apply to the costs of establishing an entity and
the costs of raising equity.

Capital expenditure on the construction of industrial buildings can be written off at the rate of
4% per annum on a straight-line basis. Other income producing buildings and structural improvements are
eligible to be written off at 2.5% per annum.

Pooled Development Funds

A concessiona tax rate of 15% applies to Pooled Development Funds (PDFs) for income derived from
investment in small and medium sized businesses.

Dividends paid by PDFs are tax exempt or, if the dividend is franked, the shareholder may elect to be taxed
on the dividend (grossed up by the imputation credit) and receive the imputation credit. Gains on the

disposal of PDF shares are tax exempt. Dividends paid to non-residents are not subject to dividend
withholding tax.

PDFs must be registered and comply with a number of restrictions on shareholdings and requirements such
as management expertise and fund structure.

Research and Development (R& D) Tax Concession

A deduction of 125% is alowable for qualifying expenditure incurred on research and development
activities carried on in Austraia. A company’s total research and development expenditure for the year
must be greater than $20,000 to qualify for the concession, unless the R&D is carried out by a Registered
Research Agency, in which case the expenditure threshold is waived.

The concessional deduction is available to Australian incorporaed companies, eligible companies in
partnership and public trading trusts. To be able to claim the concession, the company must be registered
with the Industry Research and Development Board. Applications for registration must be made annually,
within six months of the end of the company income year.

A 175% R&D Tax Concession is available for eligible R&D expenditure above a three year moving
average of the company’s incremental expenditure.

An R&D Tax Offset of 37.5cents per dollar on eligible R&D expenditure is available to small companies
with an annual turnover of less than $5 million who spend up to $1 million per year on R&D.

Certain research and development activities carried on outside Australia are eligible for the tax concession
with the value of overseas research and development that qualifies for the concession being limited to 10%
of the total cost of the R& D project.

Offshore Banking Units (OBUs)

Austrdia introduced a concessiona tax regime in 1992 for financial ingtitutions engaged in offshore
banking to promote Australia as a regional financial centre. OBUs are taxed at 10% and interest paid to
eligible borrowers is exempt from interest withholding tax (IWT).

Authorised banks, state banks and authorised foreign exchange dealers may seek authorisation from the
Treasurer to register as OBUs. Many approved OBUs are subsidiaries of foreign banks.
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OBUs may engage in a range of approved activities including borrowing and lending, providing certain
types of guarantees, trading in certain assets, managing portfolios, financial advice and hedging operations.
Fees earned by OBUs from gold borrowing and lending are exempt from IWT.

Double Taxation Agreements (DTAS)

The Government is giving priority to renegotiating DTAs with major trading partners. During 2001-02,
negotiations were held with the United States and the United Kingdom. The United States Protocol was
signed in Canberra on 27 September 2001 and is awaiting ratification in the United States. Austraia has
completed its ratification procedures. Australia has completed its procedures for entry into force of a new
DTA with Russia, which is awaiting ratification in Russia. Amending Protocols to Australia's DTAs with
Canada and Malaysia wee signed in Canberra on 23 January 2002 and at Genting Highlands on
28 July 2002 respectively. A new DTA was signed with Mexico in Mexico City on 9September 2002.
These agreements will enter into force in each case when both countries have completed their respective
legidative and constitutional procedures for this purpose.

Dividend Withholding Tax (DWT)

Franked dividends (dividends paid out of profits subject to Australian company tax) are exempt from DWT.
Unfranked dividends (dividends paid out of untaxed profits) payable to non-resident shareholders are
subject to DWT of 30%, but this is reduced generally to 15% if a double taxation agreement exists between
Australia and the shareholders' country of residence.

Certain foreign source dividends which flow through Australian holding companies to non-resident
shareholders are aso exempt from DWT.

I nterest Withholding Tax (IWT)

IWT applies, in generd, to interest derived in Australia and paid to non-residents, including where the
interest is an outgoing of an Australian business. The amount of tax paid is 10% of the gross interest

and the rate is generally unaffected by Australia's foreign tax treaties. It is the final Austrdian tax on
the interest.

The two principal IWT exemptions are for interest paid on widely distributed debentures whether issued in
Australia or not and for interest paid to a foreign entity that is exempt from tax in its home country and in
Australia.

Royalty Withholding Tax (RWT)

Royalty payments to non-residents are subject to RWT of 30%, but this is reduced generaly to 10% if a
double taxation agreement exists between Australia and the shareholders country of residence.

Taxation of Australian Branches of Foreign Companies

The Australian-source income of Australian branches of foreign companies is taxed no differently from
other Australian businesses. There is no branch profits tax in Australia

Venture Capital [also see D2]
Capital gainstax relief is provided for certain foreign investors in Australian venture capital companies.

Legidation has been introduced (14 November 2002) to encourage additional foreign investment in
venture capital and to facilitate the development of the Australian venture capital industry by extending the
existing tax exemption and by establishing new tax flow-through vehicles. Two of these vehicles will
provide flow through tax treatment for venture capital investments. venture capital limited partnerships
(VCLPs) and Australian venture capital funds-of-funds (AFOFs). The third vehicle, a venture capital
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management partnership, will provide flow-through tax treatment to a limited partnership that is the
genera partner of aVCLP or an AFOF.

The existing tax exemption for venture capital investments by artain foreign pension funds is being
extended to all tax-exempt residents and venture capital funds from Canada, France, Germany, Japan, the
United Kingdom and the United States. In addition, the exemption is now provided to taxable residents of
the above countries plus residents of Finland, Italy, the Netherlands (excluding the Netherland Antillles),
New Zealand, Norway, Sweden or Taiwan who hold less than 10% of a VCLP or AFOF.

The bill aso provides for VCLP and AFOF managers share of gains (referred to as their ‘ carried interest’)
to be taxed as capital gains in the hands of individual managers, in order to attract skilled international
venture capital managersto Australia.

Tax Reform

On 13 August 1998, the Prime Minister announced details of the Government’s taxation reform package.
In developing the taxation reform package the Government took particular care to ensure that the new
system would be fairer for families and those on low or fixed incomes. The new tax system has been
designed so that any increase in the cost of living is more than offset by income tax cuts, increases in
pensions and benefits and other compensation measures.

The key features of recent tax reforms in Australia are described below.

Indirect Tax

The introduction of a 10% GST on the consumption of most goods and services in Austraia from
1 July 2000. Providing for a broad based indirect tax system more reasonably shares the tax hill and
guarantees revenues to the states to deliver their services.

Overall reductions in industry costs due to the replacement of the old wholesale sales tax and other
embedded taxes with the GST.

The removal of financia institutions duty and stamp duty on most share transactions as part of A New
Tax System.

Personal Tax and Family Assistance

Significant reductions in personal income tax through an increase in the tax free threshold and
decreases in all marginal tax rates other than the top rate. These tax cuts are worth around $12 hillion a
year and mean that more than three-quarters of taxpayers face a top marginal tax rate of 30% or less.

A better interaction between the tax and social security systems so that there are increased incentives
to work and save. This is achieved through a combination of reduced personal income tax rates and a
substantial easing in the income test for family payments.

Increases in family assistance and the simplification of twelve family benefit payments to three;

The refunding of excess imputation credits.

A halving of the capital gains tax rate for individuals.

Introduction of the simplified tax system and unified capital alowance regime.

Business Tax

The Government extended the Thin Capitalisation regime, which serves to prevent multinational
corporations from allocating a disproportionate amount of debt to their Australian operations.

In 1999, the Government introduced scrip-for-scrip roll-over which defers a capital gain arising where
an interest in one entity is exchanged for an interest in another entity because of a takeover or merger.
From 1 July 2002:

- The new Consolidations regime which allows company groups to lodge a single tax return and will
help overcome existing tax impediments to restructuring;

- New demerger provisions to further facilitate group restructuring; and

- The simplified imputation regime.
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A reduction in the company tax rate to 30%.
The Government has also announced the following reforms.,
Leasing

The Government has announced a commitment to reforms to tax exempt leasing and public private
partnership arrangements. It is anticipated that changes to the tax law will be based around the operation of
a risk test rather than the current control test. Further consultation on these issues will be undertaken
through the course of 2002-03 and it is expected that legidation will be introduced in the Autumn 2003
sittings.

Taxation of Financial Arrangements (TOFA)

The Government has announced a timetable to implement the reforms to TOFA as recommended by the
Ralph report on reform of business taxation. This includes reforms to the taxation of foreign currency gains
and losses; commodity hedging (commencement July 2003); and new tax-timing arrangements including a
mark-to-market election, an accruas/realisation framework, internal hedging rules, disposa rules and
synthetic arrangements (commencement July 2004).

Taxation of Temporary Residents

The Government announced reforms to the taxation of temporary residents to apply from 1 July 2002
including a four-year foreign source income exemption and an exemption from the foreign investment
fund rules.

Review of International Taxation Arrangements (RITA)

The Government is reviewing international taxation arrangements, particularly whether current
arrangements impede Australian companies from expanding offshore, attracting domestic and foreign
equity, and how they affect holding companies and conduit holdings being located in Australia

The review is focussed on the dividend imputation system's treatment of foreign source income; the
foreign source income rules; the overall treatment of conduit income; and high-level aspects of double tax
agreement policy and processes. Treasury prepared a paper for public release to serve as a basis for
consultations the Board of Taxation is undertaking before it reports to Government by the end of 2002.

7. PERFORMANCE REQUIREMENTS

(a) Briefly describe any performance requirements that could impose limits on trade and investment and
indicate any Trade-Related Investment Measures (TRIMS).

There are no performance requirements imposing limits on trade and investment or any TRIMS in
Australia

8. CAPITAL EXPORTS

(a) List and brief description of any regulations/institutional measures that limit capital exports or the
outflow of foreign investment.

A maximum of US$100,000 can be exported out of Australia on a person. Any larger amounts must be
transferred through the banking system.
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(b) List and brief description of any regulations/institutional measures that limit technology exports.

Regulations Application and function

The Austraian government controls the | Export controls cover a wide range of defence and
exportation of technologies from Australia under | related goods and technologies, including technology
the Customs Act 1901 through the Customs | with both civil and military applications.

(Prohibited Export) Regulations.

Controls on the export of defence and related goods and
dual-use goods are administered by the Commonwealth
Department of Defence. Applications are considered
on a case by case basis by this department taking into
account strategic, foreign policy and economic factors
as well as human rights concerns. Successful applicants
are issued with export permits (valid from 6 to 12
months) and/or licences (valid from 12 to 24 months).

9. INVESTOR BEHAVIOUR

(&) Any law, regulation or administrative guideline/policy, of which the observance by foreign investorsis
of particular concern to the member economy.

Specia taxation considerations can arise in respect of proposals by foreign governments or other agencies
to invest in Australia. The Government requires commercial investments in Australia by foreign
governments or their agencies to be structured in a manner which enables all norma taxes and other
charges to be levied and which prevents questions of sovereign immunity from arising.

10. COMPETITION POLICY
(a) Briefly outline the competition policy regime.

Competition Laws

Audgtralids primary competition laws are contained in the Trade Practices Act 1974 and the
Prices Surveillance Act 1983. The laws consist of rules against certain types of anti-competitive conduct
(the competitive conduct rules) and laws relating to price oversight.

The competitive conduct rules contained in Part |V of the Trade Practices Act prohibit conduct which has
the purpose or effect of substantialy lessening competition in the relevant market. These prohibitions
include secondary boycotts, exclusive dealing, and mergers which are likely to substantialy lessen
competition in a substantial market. In addition, collusive pricefixing, third-line forcing, primary boycotts,
and resale price maintenance are prohibited, and subject to a per se prohibition (i.e.,, no competition test).
Part 1V aso prohibits the misuse of market power by a corporation. Competitive conduct matters are
determined exclusively by the Court. The Australian Competition and Consumer Commission (ACCC) is
charged generally with bringing enforcement proceedings in the Court. Individuals and corporations may
take private action for breaches of the provisions and may seek remedies including injunctions, damages,
ancillary orders and, in relation to mergers, divestiture. In addition, the ACCC may seek the imposition by
the Court of pecuniary penalties — up to $10 million for a corporation and up to $500,000 for an individual.

The Prices Surveillance Act establishes a price oversight regime administered by the ACCC. Under the
regime, there are three types of oversight — surveillance, monitoring and public inquiries. Surveillance acts
to restrain or limit price increases, is triggered by a Ministerial direction and is applied where there is a
concern about prices in a significant market where competition is weak or ineffectual. Under monitoring,
the ACCC collects data on prices, costs and profits in an industry or business and provides a report on its
findings, as directed by the Federal Minister. Monitoring is intended to provide information on the
industry’s performance and whether any other policy actions are required. The ACCC may hold public
hearings in relation to the level of prices for the supply of particular goods or services, as directed by the

Austrdia 29




Federal Minister. The prices of goods and services to be subject to the inquiry must not be increased until
the inquiry has been completed.

The National Competition Policy

In 1995 the Federal, State and Territory governments agreed to a National Competition Policy. The policy
is based on the recommendations in the Hilmer Report, which followed a comprehensive review of
competition policy in Austraia. It draws together various strands of microeconomic reform into a cohesive
policy which extends beyond the competition laws referred to above, to principles and processes for future
reform.

The National Competition Policy consists of six essential elements:

universal application of the competitive conduct rules contained in the Trade Practices Act to al
sectors of the Australian economy;

the review of legislation which restricts competition to ensure that such restrictions are necessary to
achieve the objects of the legislation and that there is a net benefit to the community as a whole as a result
of the restriction;

structural reform of public monopolies where a government has decided to introduce competition or
undertake privatisation;

enabling access to services provided by means of significant infrastructure facilities;

price oversight of firms (including government businesses) with a high degree of market power; and

competitive neutrality principles which state that government businesses should not enjoy any net
competitive advantage simply as a result of their public sector ownership.

Competitive Conduct Rules
Coverage

The competitive conduct rulesin Part 1V of the Trade Practices Act now extend to all businesses operating
in the Australian economy.

Exemptions from the competitive conduct rules

The National Competition Policy provides for the review, and possibly the removal, of many of the
existing exemptions from the competitive conduct rules. There are now two types of exemptions:

the authorisation / notification process set out in the Trade Practices Act; and
legislative exemptions by the Federal Government and the States and Territories.

Authorisation is a process whereby the ACCC, upon application, grants immunity from legal proceedings
for conduct that might otherwise breach the competitive conduct rules, where the conduct is likely to
produce a net public benefit. Exclusive dealing conduct may also receive immunity from court action
under a simple notification scheme until, and if, it is revoked by the ACCC, where it is of the opinion that
there is no net public benefit from the conduct.

Legidative exemptions must comply with the legisation review principles (below).
L egislation Review

The guiding principle in review is that legidation should not restrict competition unless it can be
demonstrated that:

(& the benefits of the restriction to the community as a whole outweigh the costs; and

(b) the objectives of the legidation can only be achieved by restricting competition.
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Each government agreed to develop a timetable for the review and, where appropriate, reform of al
existing legidation that restricts competition by 30 June 2002 to ensure compliance with the principle. For
the Federal Government, this commitment is implemented through the Legisation Review Schedule,
which will review approximately 100 pieces of legidation — of which around twothirds have been
reviewed.

Structural Reform of Public Monopolies
Each government has agreed to abide by various principles in the reform of public monopolies.

Before introducing competition into a sector traditionally supplied by a public monopoly, governments
have agreed to remove from the public monopoly any responsibility for industry regulation, and to relocate
industry regulation functions so as to prevent the former monopolist enjoying a regulatory advantage over
itsrivals.

Also, before introducing competition into a market traditionally supplied by a public monopoly, and before
privatising a public monopoly, governments will undertake a review of a range of matters, including the
merits of separating any natural monopoly elements from potentially competitive elements of the public
monopoly, the merits of separating potentially competitive elements of the public monopoly, and the
community service obligations undertaken by the public monopoly.

National Access Regime

The importance of access to certain key infrastructure facilities, such as electricity grids or gas pipelines, in
encouraging competition in related markets, such as electricity generation or gas production, is recognised
in the National Competition Policy.

Legidated access regime

Part I11A of the Trade Practices Act provides a legal regime for third party access to a range of facilities.
A single feacility might provide a number of services, to which access may be essential for enhanced

competition in some cases but not in others. For this reason, the legidation focuses on a service provided
by means of afacility.

There are three mechanisms for the provision of third party access:

(& a potentially compulsory process, whereby the service is “declared” and then is the subject of
arbitration by the ACCC if the parties cannot agree on any aspect of access;

(b) avoluntary process, whereby a service provider can offer the ACCC an undertaking which sets out
the terms and conditions on which it will offer third party access; and

(c) certification by the Federal Minister of an effective State or Territory access regime.
The legidation does not set out the facilities which can be subject to the compulsory process. However, a
number of factors must be satisfied in order for a service to be declared. For instance, the facility must be

of national significance and it must be uneconomical for anyone to develop another facility to provide the
service.

Price Oversight

As noted above, at the Federa level there are three levels of price oversight (not control) — surveillance,
monitoring and inquiries.

The National Competition Policy permits the States and Territories to establish their own price oversight
regimes for State/Territory-owned enterprises which have significant market power. The Federd
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surveillance regime will only be applied to those enterprises with the agreement of the State/Territory
concerned, or where the State/Territory regime is ineffective.

Competitive Neutrality

Each government has agreed to abide by principles of competitive neutrality in respect of government
businesses. The objective of competitive neutrality policy is the elimination of resource allocation
distortions arising out of the public ownership of entities engaged in significant business activities:
government businesses should not enjoy any net competitive advantage simply as a result of their public
sector ownership.

In order to neutralise any net competitive advantage, the agreement sets out a number of measures to be
applied to significant government businesses including corporatisation, imposition of full taxes (or tax
equivalents), debt guarantee fees, and imposition of regulation on an equivalent basis to the private sector.
In some instances, pricing principles can be used instead of these measures.

Administrative Arrangements

Overdl responsibility for competition policy lies with the Federal Treasury Portfolio Ministers and, in
particular, the Parliamentary Secretary to the Treasurer. Various aspects of the Nationa Competition
Palicy (i.e., enforcement of competitive conduct rules, access and price oversight) are administered by the
ACCC. The National Competition Council (NCC) is responsible for assessing governments progress in
implementing the National Competition Policy reforms (including recommending to the Treasurer the
level of competition payments to be made to the States and Territories). The NCC also provides:

recommendations on access issues arising under Part 111A of the Trade Practices Act;
assistance in determining whether State or Territory government businesses should be declared for
price surveillance by the Australian Competition and Consumer Commission; and

advice where the Federa Government is considering overriding State or Territory exemptions from
the Trade Practices Act.

11. OTHER MEASURES

(a) List and briefly describe current intellectual property protection laws and recent enforcement efforts
that have contributed to the security of the legal environment for foreign investment.

Intellectual property protection in Australia is provided for under a number of Commonwealth statutes;
including the Copyright Act 1968, the Circuit Layout Act 1989, the Designs Act 1906, the Patents Act
1990, the Plant Breeder's Rights Act 1994 and the Trade Marks Act 1995. The Government intends shortly
to introduce new Designs legidation into the Parliament. These Acts implement government policy and
Australias obligations under relevant intellectual property treaties (such as the TRIPS Agreement).
Appropriate civil or crimina remedies are available where intellectual property rights are infringed.

C. INVESTMENT PROTECTION
1. EXPROPRIATION AND COMPENSATION

(@) List and summary of all laws and regulations relating to expropriation and compensation of foreign
investment. Summary of the application and function of these laws/regulations.

Not applicable.

(b) Brief description of recent instances (last five years) of expropriation and compensation of foreign
investment.
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Not applicable.

2. SETTLEMENT OF DISPUTES

(a) Description of all means of dispute seftlement and processing of grievances existing under laws,
regulations or administrative procedures to which foreign investors have recourse. List of agencies
responsible for dispute settlement and provide addresses and tel ephone/fax numbers of these agencies.

In general, for settlement of disputes associated with their investment in Australia, foreign investors would
have acess to the same courts and tribunals as domestic investors, provided that jurisdiction over the
dispute could be established. In addition, they would have access to a range of aternative dispute
resolution mechanisms, such as arbitration, mediation and conciliation.

Agencies — State and Territory Supreme Courts, Federal Court of Australia

Alternative Dispute Resolution Agencies — There are a number of private sector organisations providing
aternative dispute resolution services and facilities across Australia for both international and domestic
dispute resolution. Further information on the facilities available can be obtained from Chambers of
Commerce and Industry, and Law Societies in each State and Territory.

(b) Has your economy signed or acceded to the ICSID Convention?

Audtrdia signed the ICSID Convention on 24 March 1975 and ratified it on 2 May 1991. The Convention
entered into force for Australia on 1 June 1991 and is given effect under the International Arbitration Act
1974 (Cth).

It is standard practice for Australia to include a clause in its bilateral investment protection agreements
enabling disputes between a Contracting Party to the agreement and a nationa of the other party to be
referred to ICSID for conciliation and arbitration under the ICSID Convention provided both Parties to the
agreement are Contracting States under the ICSID Convention.

D. INVESTMENT PROMOTION AND INCENTIVES

1. Briefly describe any investment promotion programs dfered at both the national and sub-level (e.g. tax
incentives, grants) provided to foreign investors. Provide a summary of these programs including the
nature of incentives offered and provide contact point(s) for accessing these schemes, including address
and telephone/fax numbers.

Commonwealth Investment Programs:

Invest Audtrdia is the Australian Government’s national investment agency responsible for attracting
productive foreign direct investment into Australia. Invest Australia undertakes strategic investment
attraction activities through 12 overseas offices. London, Paris, Frankfurt, New York, San Francisco,
Tokyo, Taipe, Hong Kong, Beijing, Shanghai, and Singapore.

Invest Austraia:

Identifies of appropriate business and investment partners and arrange meetings and site visits.

Provides information on Australian industry capabilities, skills availability, R&D capacities,
infrastructure, business costs, intellectual property issues, regulations and tax matters.

Provides an initial contact point for Australian Government approvas and direct investors to key
State/Territory and local government agencies.

Advice to investors on the range of relevant government assistance programs.

Provide Major Project Facilitation status for signi?cant, strategic projects.

Assist investors to access tailored business immigration agreements.
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Provide investment incentives for strategic projects, through the Strategic Investment Coordinator, in
limited and special circumstances where projects are expected to generate signi ?cant net economic bene?s
for Australia.

A Nationa Investment Response Centre has been established in Sydney which operates a 24-hour cal
centre for investment inquiries. The Response Centre acts as a base for investment attraction services and
houses investment promotion teams supporting the Government's investment activities.

Invest Australia works in partnership with Austrade to deliver investment services overseas.

Invest Australia has established a framework for cooperation and joint operations with State and Territory
Governments. A set of guiding principles is being considered which will determine the roles and
responsibilities of each jurisdiction in investment attraction and facilitation.

Invest Australia National Investment Response Centre
Department of Industry, Science and Resources Level 32, AMP Centre

20 Allara Street 50 Bridge Street

CANBERRA ACT 2600 SYDNEY NSW 2000
AUSTRALIA AUSTRALIA

Telephone: (61 2) 6213 7560, (61 2) 6213 7715 Telephone: (61 2) 9397 1600
Facsimile: (61 2) 6213 7843 Facsimile: (61 2) 9397 1666

State Investment Programs:

All State and Territory Governments in Australia are actively involved in investment promotion. They
have dedicated investment promotion personnel based domestically and most have representatives abroad
who offer facilitation services to investors.

Australian Capital Territory Victoria
Executive Director

Office of Business and Tourism
P O Box 243

CIVIC SQUARE ACT 2608
Telephone: (61 2) 6207-2599
Fax: (61 2) 6205-0597
www.business.act.gov.au

Executive Director

Department of Innovation, Industry and
Regiona Devel opment

Level 13, 55 Collins Street
MELBOURNE VIC 3000
Telephone: (61 3) 9651 9999

http://www.act.gov.au/cmd/organi sation/obta.cfm Fax: (61 3) 9651 9531
E-mail: see interactive webpage
New South Wales http://invest.vic.gov.au/Home/CoverPage.htm

Senior Manager, Policy

Policy and Resources Division

Department of State and Regional Devel opment
Leve 35, Governor Macquarie Tower

Western Australia
Resources Sector Investment

SYDNEY NSW 2000 Executive Director, Investment Attraction
Telephone: (61 2) 9228-5110 Department of Minerals and Petroleum
Fax: (61 2) 9228-5671 Resources

E-mail: see interactive webpage PO Box 7606

http://www.business.nsw.gov.au/ CLOISTERS SQUARE WA 6850
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Queensland

Foreign investment inquiries:
Director

Foreign Investment Secretariat
Commercial Advisory Services Division
Department of State Development
100 George Street

Brisbane, Qld 4000

Telephone: (61 7) 3405 6502

Fax: (61 7) 3210 0739

E-mail: see interactive webpage

http://www.sd.qgld.gov.au/dsdweb/htdocs/gl obal /frontdo

or.cfm

Lease inquiries:
Director
State Land Asset Management

Department of Natural Resources and Mines

GPO Box 2454 Brishane Q 4001
Telephone: (61 7) 3405-5509
Fax: (61-7) 3405-5522

E-mail: see interactive webpage
http://www.nrm.gld.gov.au/

South Australia

Chief Executive

Office of Economic Devel opment
Level 10, Terrace Towers

178 North Terrace

Addaide SA 5000.

Tel: (61 8) 8303-2400

Fax: (61 8) 8303-2410

E-mail: oed@state.sa.gov.au
www.southaustralia.biz

Northern Territory

Executive Director

Office of Territory Development
Department of the Chief Minister
GPO Box 4000

DARWIN NT 0801

Telephone: (61-8) 8946-9555
Fax: (61-8) 8946-9556

E-malil: see interactive webpage

http://www.otd.nt.gov.au/dcm/otd/otd/about_us.htm

Td: (61-8) 9327-5555
Fax: (61-8) 9222-3862

http://www.mpr.wa.gov.au

Investment Promotion and | ncentives
Director

Industry and Development

Department of Industry and Technology
Dumas House

2 Havelock Street

WEST PERTH WA 6005

Tel: (61-8) 9222-5838

Fax: (61-8) 9321-3115

http://www.indtech.wa.gov.au

Tasmania

Executive Director

Department of Economic Devel opment
GPO Box 646

HOBART TAS 7001

Telephone: (61 3) 6233 5888

Fax: (61 3) 6233 5800

E-mail: info@devel opment.tas.gov.au

http://www.devel opment.tas.gov.au/
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2. Briefly describe any fiscal, financial, tax or other incentives offered at both the national sub-national
level (e.g. tax incentives, grants) provided to foreign investors. Provide a summary of these programs
including the nature of incentives offered and provide contact point(s) for these schemes, including
address and telephone/fax numbers.

Commonwealth | ncentives;

Invest Australia has responsibility for a number of programs described below which were designed
specifically to encourage investment in Australia.

Regional Headquarters (RHQ) Program

The RHQ program offers assistance with immigration arrangements for executives and specialists and tax
concessions for international companies considering Australia as the location for regiona headquarters and
regional operating centres. Invest Australia coordinates this program and provides assistance in the
preparation of applications.

Immigration

The issuing of an Immigration Agreement is a free service from Invest Australia and exempts expatriate
employees from many of the migration tests. Applications for Immigration Agreements are made by Invest
Australia and are approved by the Minister for Industry, Science and Resources. Companies granted an
Immigration Agreement by the Minister for Industry, Science and Resources have access to permanent and
long stay business visas for key expatriate employees essential to the establishment and management of
Australian based regional operations. Immigration procedures for key expatriate employees are fast tracked
by a worldwide network of offices of the Department of Immigration and Multicultural Affairs.

Tax Concessions

Wholesale Sales Tax exemption applies to imported computer and computer-related equipment, owned or
leased by a company for a period of nine months before local entry. The exemption applies for a period of
two years from the date of the first local entry of equipment for use by the RHQ company.

Certain costs associated with the set up of a Regiona Headquarters (RHQ) in Australia can be deductible
expenses for taxation purposes. These costs include expenditure of a revenue or capital nature, incurred
directly by the RHQ company within a 24 month period starting 12 months before and ending 12 months
after the RHQ company first derives assessable income from the provision of “regiona headquarters
support”. Access to the taxation incentives is only available to companies that have been determined by the
Treasurer as a RHQ Company under Section 82CE of the Income Tax Assessment Act 1936. Applications
for determination as an RHQ Company for taxation purposes are made to the Treasurer. Invest Australia
assists in the preparation of applications. In making such determinations, the Treasurer considers a range of
factors including whether or not the Australian economy would benefit significantly from the company's
presence, and whether the benefits would substantially outweigh the cost to Government.

I nvestment | ncentives

The Australian Government will consider the provision of investment incentives to strategic investment
projects in limited and specia circumstances where the project would generate significant net economic
and employment benefits for Australia. Incentives are considered on a case by case basis, taking into
account the following indicative criteria:

The investment would not be likely to occur in Australia without the incentive.
The investment provides significant net economic benefits through:

- substantial increase in employment;

- substantial business investment;

- significant boost to Australia's R&D capability;
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- significant benefit to, or investment by other industries, either users or suppliers (cluster
investment) and;
- ensuring that it does not involve substitution of existing production capacity that would provide an
unfair advantage over other competing projects.

The investment complements areas of Australial's competitive advantage.

The investment is viable in the long term without subsidy.

The incentives are open to foreign and domestic investors.

The quantum of project goecific assistance takes into consideration the availability of other assistance
from the Commonwealth and State and Territory Governments.

Any incentives are consistent with our international obligations, including under the World Trade
Organisation.

In ader to coordinate the case by case assessment of projects and determine any need for investment
incentives the Government appointed a Strategic Investment Coordinator. The Strategic Investment
Coordinator advises the Government, through the Prime Minister, on proposals for the provison of
incentives for particular projects and on policies to increase Australias attractiveness as an investment

destination. Invest Australia works closely with the Strategic Investment Coordinator in providing strategic
advice on investment opportunities.

Feasibility Study Fund

Invest Australia can provide financial assistance, in conjunction with State and Territory Governments, to
eligible companies to undertake pre-feasibility or feasibility studies into the commercial viability of new
investment projects. The Commonwealth funding is usualy based on matching funding provided by a
State or Territory Government.

Studies must assess the commercia viability of major new investments (of at least $10 million) in value
adding, advanced manufacturing or internationally traded services. Project proponents will need to at least
match the combined funding of both Governments.

Other Areas of Assistance

Aside from the programs described above, investors are also able to access the full range of government
programs, subject to digibility, available to industry in areas like research and development, export
development, training and education and infrastructure. Further information is available from Invest
Australia:

Invest Australia

Department of Industry, Science and Resources

20 Allara Street

CANBERRA ACT 2600

AUSTRALIA

Telephone: (61-2) 6213 7560, (61-2) 6213 7715

Facsimile: (61-2) 6213 7843

E-mail: seeinteractive webpage http://www.investaustralia.gov.au/investor/states/states.ntm

http://www.investaustralia.gov.au/sitemap/sitemap.htm

State and Territory Incentives:

State and Territory Incentives: Some States offer specific assistance packages for the
attraction of Regional Operating Centres, which involve the
Most State and Territory Governments | reduction or removal of payroll taxes, land taxes and/or stamp
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offer incentives to encourage new
investments. The provision of financial
assistance is not an automatic right,
however. The level of assistance offered
is assessed on a case-by-case basis and
takes into account the economic benefits
that will flow to the State/Territory from
the new project.

Projects will be assessed on the net
benefits to the State/Territory including
factors such as technology transfer and
the development of priority sectors for
that particular State or Territory.

duties.

Australia’ s competitiveness as a regional financia centre has
been enhanced by the recent decision of the mgjority of States
and Territories to reduce their stamp duty on share transactions
to 0.3%.

Apart from arranging meetings and negotiating with other
government authorities, most State and Territory Governments
offer financial assistance in the following areas: rent free
periods of accommodation assistance; exemption from payroll
tax, stamp duty and municipal rates; plant and equipment
removal costs, support for the provison of multi-user
infrastructure as an incentive for major projects; key personnel

removal costs; business plan and feasibility study costs; skills
training; technology development; and training.

3. If there is a one-stop-facility for foreign investors, provide details of this service and contact point(s),
including address, phone and fax number.

Invest Australia is the national investment agency and provides a central contact point for investors. Invest
Australia coordinates with the States and Territories on the promotion, attraction and facilitation of
investment in Australia

E. SUMMARY OF INTERNATIONAL INVESTMENT AGREEMENTS
OR CODESTO WHICH APEC MEMBER ISA PARTY

1. Indicateif your economy is a party to any of the following agreements, the economies with which the
agreement has been entered into and brief summary of the provisions of the agreement (only provide
details for those agreements that have entered into force).

Friendship Commerce and Navigation Treaties

Audtraliais a party to the Basic Treaty of Friendship and Co-operation with Japan, which is aso known as
the NARA treaty. This treaty, when read with the Protocol and the Agreed minutes, requires Australia and
Japan to accord to the nationals and companies of the other party within their territory, fair and equitable
treatment with respect to matters relating to their business and professiona activities. Subject to
specified exceptions, the Parties are aso required to accord to nationals and companies of the other Party
within their territory, treatment no less favourable than that accorded to the nationals and companies of any
third country.

Australia has also inherited certain provisions in Commerce and Navigation treaties concluded by Britain.
An example is the Treaty of Commerce between the United Kingdom and the Czechoslovak Republic and
Accompanying Declaration of 14 July 1923. Although the treaty does not apply to Australiain its entirety,
under Articles 9 and 10 of the Treaty products and manufactured goods of self-governing dominions,

colonies, possessions, protectorates and mandated territories enjoy, subject to certain reservations, Most

Favoured Nation treatment on a reciprocity basis.

Bilateral Investment Treaties (Bilateral Investment Protection Agreements) (IPAS)

Australia’s IPAs in general contain common provisions which are intended to provide protection for
foreign investments. Specific details of these provisions are described below.

Promotion and Protection of |nvestments
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Audtralia's standard |PA contains provisions intended to promote and protect investments. That is, in
general Australia's IPAs require each Contracting Party to encourage and promote investments in its
territory by nationals of the other Contracting Party. In addition, the standard IPA provides that a
Contracting Party to the greement must ensure that investments in its territory are accorded fair and
equitable treatment and that they receive “protection” and “ security”.

MFEN Treatment

Austrdlia's standard |PA provides for a Most Favoured Nation (MFN) article in relation to fordagn
investment.

Right of Entry and Sojourn

Australia’ s standard IPA does not confer an absolute right of entry and sojourn. The right to enter and
sojourn is made subject to the laws and policies of the host State.

Transparency of Laws

Each Contracting Party to Australia's standard IPA is required to make its laws relating to investment
public and readily accessible.

Expropriation and Nationalisation

Australia’s standard IPA includes articles restricting the circumstances in which a Party to the agreement
can expropriate or nationalise investments made by the nationals of the other Contracting Party. These
provisions require any expropriation to be for a public purpose related to the interna needs of the
expropriating party and under due process of law; require the expropriation to be non-discriminatory; and
require the payment of prompt, adequate and effective compensation for any such action.

Transfers

It is usual for Australia’'s IPAs to contain an article which seeks to ensure that al funds relating to an

investment, income derived from the investment, proceeds of any disinvestment and earnings of personnel,
are transferable freely and without unreasonable delay.

Dispute resolution

Australia’s standard IPA also incorporates clauses intended to facilitate the settlement of disputes at
different levels, i.e. between the Contracting Parties, a Contracting Party and a national of the other
Contracting Party or nationals of the two Contracting Parties.

Where there is a dispute between the Contracting Parties the IPA provides that the two must endeavour to
resolve the dispute by prompt and friendly consultations and negotiations. If a dispute is not resolved by
such means provision is made for it to be submitted for arbitration.

In the event of a dispute involving a Contracting Party and a national of the other Contracting Party the
IPA again provides that the parties to the dispute must initially seek to resolve the dispute by consultations
and negotiations. Should consultations and negotiations fail, provision is made for the dispute to be
referred to arbitration, including, where appropriate, arbitration under the ICSID Convention.

Lastly, if an investment dispute between nationals of the two Contracting Parties arises the |PA provides,
in effect, that the host State must accord the aggrieved nationa investor full access to its competent
judicia or administrative bodies, permit nationals of the two Contracting Parties to select the means to
settle the dispute (including arbitration conducted in a third country) and provide for the recognition and
enforcement of any resulting judgements or awards.

Following is alist of economies with which Australia has entered into Investment Protection Agreements:
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Economies Description Entry Into Force

Argentina Agreement on the Promotion and Protection of | Yet to apply
Investments, and Protocol

China Agreement on the Reciprocal Encouragement and | 11 July 1988
Protection of Investments

Chile Agreement on the Reciprocal Promotion and | Yet to apply
Protection of Investments

Czechoslovakia Agreement on the Reciprocal Promotion and | Yet to apply
Protection of Investments

Czech Republic Agreement on the Reciprocal Promotion of | 29 June 1994
Investments

Hong Kong, China Agreement for the Promotion and Protection of | 15 October 1993
Investments

Hungary Agreement on the Reciproca Promotion of [ 10 May 1992
Investments

Indonesia Agreement concerning the Promotion and Protection | 29 July 1993
of Investments, and Exchange of Letters

Laos Agreement on the Reciprocal Promotion and | 8 April 1995
Protection of Investments

Lithuania Agreement for the Promotion and Protection of | Yet to apply
Investments

Pakistan Agreement for the Promotion and Protection of | 14 October 1998
Investments

Papua New Guinea Agreement for the Promotion and Protection of | 20 October 1991
Investments

Peru Agreement on the Promotion and Protection of | Yet to apply
Investments, and Protocol

Philippines Agreement on the Promotion and Protection of | 8 December 1995
Investments

Poland Agreement on the Reciproca Promotion and| 27 March 1992
Protection of Investments

Romania Agreement on the Reciprocal Promotion and | 22 April 1994
Protection of Investments

Viet Nam Agreement on the Reciprocal Promotion and | 11 September 1991
Protection of Investments

Regional or sub regional Investment Treaties

Audtrdia is not a party to any Regional Agreements related to Investment. Australia is participating in the
negotiation of the European Energy Charter, which is expected to include provisions dealing with
investment in the Energy Sector.

Austrdia is a party to the Organisation for Economic Cooperation and Development (OECD) Codes for
the Liberalisation of Capital Movement and for the Liberalisation of Current Invisible Operations.
However, Australia has lodged certain reservations on becoming a party to these Codes. For example, the
provisions on the inward movement of investments are accepted subject to Australian laws and policies. In
addition, Australia has associated itself with the 1976 OECD Declaration on International Investment and
Multinational Enterprises.

Convention Establishing the Multilateral Investment Guarantee Agency

Audtrdiia is a party to the Convention Establishing the Multilateral Investment Guarantee Agency,
concluded at Seoul on 11 October 1995 and which entered into force for Australia on 16 December 1998.
The Multilateral Investment Guarantee Agency is a part of the World Bank Group. Its purpose is to

encourage foreign investment in developing countries by providing insurance against the risks of currency

transfer, expropriation, war and civil disturbance, and to provide advisory services to developing member
countries on means of encouraging additional foreign investment.
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F. ASSESSMENT OF RECENT TRENDSIN FOREIGN INVESTMENT

1. Overview of recent trends in foreign investment (FDI and portfolio) over recent years (both
inwar d/outward).

Foreign Investment in Austraia

Australia has traditionally been a net capital importer, drawing on foreign saving to help finance
national investment expenditure, in the process sustaining a higher level of investment and growth
than if reliance for financing had been solely on domestic sources.

The annual inflow of foreign investment has averaged just over $55 hillion in the past five years.
Foreign investment over the 1990s has been dominated by the inflow of portfolio investment, while
investment of the ‘other’ category has been more prominent since 1996-97. Foreign direct investment
flows into Australia have fluctuated between $5 billion and $23 billion.

Foreign direct investment flows into Australia in recent years have been largely accounted for by
foreign equity investment. In contrast, there has been a small net outflow of direct foreign borrowing
in 1993-94 and more recently.

Foreign portfolio investment flows into Australia have been volatile in recent years, reflecting
volatility in both equity and borrowing.

Australian Investment Abroad

Given the lumpiness of large overseas investments by major Australian companies, capital
transactions for Australian investment abroad tend to be volatile, making it difficult to discern
underlying trends. Nevertheless, aside from a fal in 1994-95 and a large increase in 1995-96, total
outflows of Australian investment have been relatively stable until 2000-01 and 2001-02.

The early 1990s saw the decline of both direct and portfolio investment abroad, while investment
abroad of the ‘other’ category has become more significant. In the late 1990s direct and portfolio
investment has increased sharply.

Australian direct investment abroad in the 1990s has been influenced mainly by movements in direct
equity investment abroad, which have accounted for the bulk of total direct investment outflows.
Portfolio investment abroad has been volatile in recent years, contracting in two of the last four years.
This reflects significant underlying volatility in portfolio equity investment, combined with negative
portfolio lending for much of the 1990s.

2. List of the major economies that are sources/receivers of FDI over recent years.

OECD countries are the main source of foreign direct investment flows into Australia. Based on
the six years to 2001-02, the major sources of foreign direct investment flows are the United States,
Japan, the United Kingdom, New Zealand, Switzerland and the Netherlands.

The bulk of Australian direct investment abroad in the five years to 2001-02 was directed to the
United Kingdom, the United States and New Zealand.

Austrdia 41



ANNNEX

Balance of Payments and International Investment Position

|Sep—88 Dec-88 | Mar-89 | Jun-89 Sep-89 | Dec-89

Changes in position reflecting - transactions

Foreign Investment in Australia 9481 6211 7727 6732 8998 7547
Direct 3373 1620 3054 2704 2372 977
Equity 2445 873 2317 2920 831 1063
Debt 928 747 737 -216 1541 -86
Portfolio 4968 5791 2959 2733 3208 4105
Equity 375 529 476 750 272 266
Debt 4593 5262 2483 1983 2936 3839
Other 1140 -1200 1714 1295 3418 2465
Australian Investment Abroad -4877 -3256 -2659 -2502 -2561 -2411
Direct -1278 -1396 -1879 -84 -545 -1051
Equity -959 -2459 -1093 24 -635 -1121
Debt -319 1063 -786 -108 90 70
Portfolio -1910 -100 -1357 -1107 627 -1068
Equity -1730 -212 -1274 -1051 497 -1160
Debt -180 112 -83 -56 130 92
Other -1689 -1760 577 -1311 -2643 -292

1988-89 [ 1989-90 | 1990-91 | 1991-92 | 1992-93 | 1993-94

Foreign Investment in Australia 30.2 28.7 22.2 19.5 20.4 29.6
Direct 10.8 7.8 7.4 7.6 9.2 5.7
Equity 8.6 5.9 6.1 6.4 7.6 5.5
Debt 2.2 1.9 1.3 1.2 1.6 0.2
Portfolio 16.5 15.9 10.1 8.0 10.0 21.7
Equity 2.1 1.6 3.2 1.1 4.7 14.3
Debt 14.3 14.3 6.8 7.0 5.3 7.4
Other 2.9 5.0 4.7 3.8 1.3 2.2
Australian Investment Abroad 13.3 7.8 6.3 7.3 6.5 12.8
Direct 4.6 2.3 -0.1 4.4 5.8 3.5
Equity 4.5 4.2 -3.2 4.6 6.3 3.0
Debt 0.2 -1.9 3.0 -0.2 -0.4 0.5
Portfolio 4.5 -1.5 3.9 7.6 3.1 3.8
Equity 4.3 -1.6 3.3 4.4 -0.1 4.6
Debt 0.2 0.1 0.6 3.2 3.2 -0.8
Other 4.2 7.0 2.6 -4.7 -2.5 5.5
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Balance of Payments and International Investment Position

| Mar-90 | Jun-90 Sep-90 | Dec-90 | Mar-91 | Jun-91
Changes in position reflecting - transactions
Foreign Investment in Australia 9282 2905 6005 6922 5396 3838
Direct 2162 2309 1694 4238 845 588
Equity 1900 2087 1490 3058 457 1070
Debt 262 222 204 1180 388 -482
Portfolio 6688 1892 1700 -1248 6123 3476
Equity 801 234 427 174 -329 2946
Debt 5887 1658 1273 -1422 6452 530
Other 432 -1296 2611 3932 -1572 -226
Australian Investment Abroad -3571 719 -1543 -2145 -2171 -445
Direct -1530 797 -1238 699 754 -70
Equity -2424 -35 -1248 823 376 3222
Debt 894 832 10 -124 378 -3292
Portfolio 1038 888 353 -1769 -2228 -234
Equity 2096 176 283 -1769 -1508 -297
Debt -1058 712 70 0 -720 63
Other -3079 -966 -658 -1075 -697 -141
1994-95 [ 1995-96 | 1996-97 | 1997-98 | 1998-99 | 1999-00
Foreign Investment in Australia 24.3 36.8 37.5 41.3 49.3 54.9
Direct 6.9 12.5 11.3 10.3 8.0 12.6
Equity 7.4 12.2 11.2 9.1 9.1 8.7
Debt -0.5 0.3 0.1 1.2 -1.1 3.9
Portfolio 20.9 26.1 19.6 20.7 17.4 27.0
Equity 4.9 4.7 3.6 17.2 18.4 2.7
Debt 16.0 21.4 16.1 3.5 -1.0 24.3
Other -3.5 -1.8 6.5 10.4 23.8 15.3
Australian Investment Abroad -4.1 19.0 19.9 16.7 19.1 24.0
Direct 3.1 8.3 6.4 7.4 3.3 2.9
Equity 3.9 6.0 6.0 7.4 4.6 4.8
Debt -0.8 2.3 0.4 0.0 -1.3 -1.8
Portfolio -0.1 4.5 4.4 -0.5 11.0 17.7
Equity -0.6 3.0 3.8 -0.7 6.5 14.9
Debt 0.6 1.5 0.6 0.2 4.5 2.8
Other -7.2 6.2 9.1 9.7 4.9 3.3
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Balance of Payments and International Investment Position

| Sep-91 | Dec-91 | Mar-92 | Jun-92 Sep-92 | Dec-92
Changes in position reflecting - transactions
Foreign Investment in Australia 5210 7185 2568 4509 4928 6149
Direct 2306 1785 2311 1200 1791 2490
Equity 1952 1120 1955 1405 979 1393
Debt 354 665 356 -205 812 1097
Portfolio 3708 4766 -628 187 2197 2901
Equity 535 460 -566 647 -1070 2169
Debt 3173 4306 -62 -460 3267 732
Other -804 634 885 3122 940 758
Australian Investment Abroad -1675 -4163 -238 -1262 12 -3405
Direct -130 -2094 -1471 -714 -392 -4598
Equity -365 -2181 -1150 -864 -917 -4333
Debt 235 87 -321 150 525 -265
Portfolio -2594 -1311 -2059 -1649 -1486 -327
Equity -1698 -79 -2162 -449 534 7
Debt -896 -1232 103 -1200 -2020 -334
Other 1049 -758 3292 1101 1890 1520
2000-01 | 2001-02
Foreign Investment in Australia 59.4 72.5
Direct 11.5 23.2
Equity 6.5 16.0
Debt 4.9 7.2
Portfolio 39.4 36.4
Equity 15.4 10.5
Debt 23.9 25.9
Other 8.6 12.9
Australian Investment Abroad 45.1 53.3
Direct 7.1 20.3
Equity 2.4 20.2
Debt 4.7 0.1
Portfolio 23.7 27.5
Equity 16.5 22.5
Debt 7.2 5.0
Other 14.3 5.5
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Balance of Payments and International Investment Position

| Mar-93 | Jun-93 Sep-93 | Dec-93 | Mar-94 | Jun-94
Changes in position reflecting - transactions
Foreign Investment in Australia 3005 6321 7862 8038 6935 6778
Direct 3658 1218 1073 358 1968 2323
Equity 3421 1800 1133 877 1546 1955
Debt 237 -582 -60 -519 422 368
Portfolio -1075 5928 7865 5047 9458 -655
Equity 2994 560 4705 2105 4453 3075
Debt -4069 5368 3160 2942 5005 -3730
Other 422 -825 -1076 2633 -4491 5110
Australian Investment Abroad -1060 -2056 -3413 -3627 -4321 -1488
Direct 117 -969 -1388 -628 -1503 -27
Equity -176 -850 -1163 -1348 -1036 521
Debt 293 -119 -225 720 -467 -548
Portfolio -1183 -148 -1000 -3532 -3178 3884
Equity -194 -280 -1144 -1892 -2071 464
Debt -989 132 144 -1640 -1107 3420
Other 6 -939 -1025 533 360 -5345
Foreign Investment in Australia
Direct
Equity
Debt
Portfolio
Equity
Debt
Other
Australian Investment Abroad
Direct
Equity
Debt
Portfolio
Equity
Debt
Other
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Balance of Payments and International Investment Position

| Sep-94 | Dec-94 | Mar-95 | Jun-95 Sep-95 | Dec-95
Changes in position reflecting - transactions
Foreign Investment in Australia 5438 5250 6422 7188 9155 11150
Direct 1855 733 3059 1241 4002 7843
Equity 2503 1026 2660 1218 2832 7074
Debt -648 -293 399 23 1170 769
Portfolio 3569 7598 2609 7149 7916 2914
Equity 1444 2217 348 874 3535 -1242
Debt 2125 5381 2261 6275 4381 4156
Other 14 -3081 754 -1202 -2763 393
Australian Investment Abroad 3226 1008 627 -738 -2713 -6476
Direct -1451 -875 969 -1748 -1470 -2180
Equity -699 -766 -534 -1919 -1494 -1605
Debt -752 -109 1503 171 24 -575
Portfolio -164 1402 -582 -597 -459 -2180
Equity 881 -85 1016 -1187 -689 -751
Debt -1045 1487 -1598 590 230 -1429
Other 4841 481 240 1607 -784 -2116

Foreign Investment in Australia

Direct

Equity

Debt

Portfolio

Equity

Debt

Other

Australian Investment Abroad

Direct

Equity

Debt

Portfolio

Equity

Debt

Other
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Balance of Payments and International Investment Position

| Mar-96 | Jun-96 Sep-96 | Dec-96 | Mar-97 | Jun-97
Changes in position reflecting - transactions
Foreign Investment in Australia 6327 10209 12326 10669 13459 1028
Direct -128 773 3704 3454 846 3328
Equity 1269 1045 3400 3614 1421 2768
Debt -1397 -272 304 -160 -575 560
Portfolio 6378 8916 7059 7910 7345 -2706
Equity 496 1891 -1331 1568 2238 1076
Debt 5882 7025 8390 6342 5107 -3782
Other 77 520 1563 -695 5268 406
Australian Investment Abroad -2868 -6967 -6596 -5770 -9811 2247
Direct -3152 -1538 -2384 -1976 -1077 -1000
Equity -2682 -224 -2230 -1918 -374 -1506
Debt -470 -1314 -154 -58 -703 506
Portfolio 194 -2057 -874 -1429 -1187 -926
Equity -959 -633 -386 -1113 -1315 -953
Debt 1153 -1424 -488 -316 128 27
Other 90 -3372 -3338 -2365 -7547 4173
Foreign Investment in Australia
Direct
Equity
Debt
Portfolio
Equity
Debt
Other
Australian Investment Abroad
Direct
Equity
Debt
Portfolio
Equity
Debt
Other
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Balance of Payments and International Investment Position

| Sep-97 | Dec-97 | Mar-98 | Jun-98 Sep-98 | Dec-98
Changes in position reflecting - transactions
Foreign Investment in Australia 14689 12143 8023 6482 9622 13213
Direct 4160 1956 1987 2184 3963 1424
Equity 3659 2348 1174 1905 2655 4765
Debt 501 -392 813 279 1308 -3341
Portfolio 8681 4622 5008 2381 888 2561
Equity 2800 5991 5390 2975 2305 6318
Debt 5881 -1369 -382 -594 -1417 -3757
Other 1848 5565 1028 1917 4771 9228
Australian Investment Abroad -8092 -6766 -1725 -109 -742 -7220
Direct -4631 -1957 -2185 1338 -2396 -2083
Equity -5227 -2044 -1626 1508 -3335 -2197
Debt 596 87 -559 -170 939 114
Portfolio -55 2309 -1969 187 -1759 -2481
Equity -59 1781 -2473 1406 -1893 -718
Debt 4 528 504 -1219 134 -1763
Other -3406 -7118 2429 -1634 3413 -2656

Foreign Investment in Australia

Direct

Equity

Debt

Portfolio

Equity

Debt

Other

Australian Investment Abroad

Direct

Equity

Debt

Portfolio

Equity

Debt

Other
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Balance of Payments and International Investment Position

| Mar-99 | Jun-99 Sep-99 | Dec-99 | Mar-00 | Jun-00
Changes in position reflecting - transactions
Foreign Investment in Australia 15656 10759 14702 21688 10007 8476
Direct -648 3261 1263 655 2320 8330
Equity -81 1764 205 939 3347 4166
Debt -567 1497 1058 -284 -1027 4164
Portfolio 14386 -418 8585 12586 3672 2175
Equity 4170 5584 95 6022 -2171 -1239
Debt 10216 -6002 8490 6564 5843 3414
Other 1918 7916 4854 8447 4015 -2029
Australian Investment Abroad -8949 -2226 -3257 -15241 | -2908 -2548
Direct -253 1479 -1572 1412 -175 -2592
Equity -762 1741 -1384 -1046 -250 -2081
Debt 509 -262 -188 2458 75 -511
Portfolio -3725 -2996 -4574 -4970 -6827 -1317
Equity -2456 -1433 -2958 -3571 -6294 -2028
Debt -1269 -1563 -1616 -1399 -533 711
Other -4971 -709 2889 -11683 | 4094 1361
Foreign Investment in Australia
Direct
Equity
Debt
Portfolio
Equity
Debt
Other
Australian Investment Abroad
Direct
Equity
Debt
Portfolio
Equity
Debt
Other
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Balance of Payments and International Investment Position

| Sep-00 | Dec-00 | Mar-01 | Jun-01 Sep-01 | Dec-01
Changes in position reflecting - transactions
Foreign Investment in Australia 13305 21659 19676 4796 16501 11967
Direct 852 10954 1193 -1543 6939 1613
Equity 163 3603 -2506 5255 5257 2369
Debt 689 7351 3699 -6798 1682 -756
Portfolio 13829 6498 2414 16652 13420 3716
Equity -533 2291 399 13287 1494 5029
Debt 14362 4207 2015 3365 11926 -1313
Other -1376 4207 16069 -10313 | -3858 6638
Australian Investment Abroad -7454 -17949 | -17579 | -2115 -12894 | -7519
Direct -1266 3070 -5271 -3621 -9931 -2475
Equity -787 1409 -958 -2075 -6514 -7314
Debt -479 1661 -4313 -1546 -3417 4839
Portfolio -6020 -7174 -6434 -4053 -2325 -4722
Equity -2463 -5877 -4419 -3742 -2000 -5244
Debt -3557 -1297 -2015 -311 -325 522
Other -168 -13845 | -5874 5559 -638 -322

Foreign Investment in Australia

Direct

Equity

Debt

Portfolio

Equity

Debt

Other

Australian Investment Abroad

Direct

Equity

Debt

Portfolio

Equity

Debt

Other
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Balance of Payments and International Investment Position

| Mar-02 | Jun-02

Changes in position reflecting - transactions

Foreign Investment in Australia 20462 23611
Direct 10077 4587
Equity 6798 1613
Debt 3279 2974
Portfolio 10152 9125
Equity -422 4428
Debt 10574 4697
Other 233 9899

Australian Investment Abroad -16998 -15928
Direct -5273 -2635
Equity -4868 -1498
Debt -405 -1137

Portfolio -10205 -10267
Equity -8322 -6914
Debt -1883 -3353
Other -1520 -3026

Foreign Investment in Australia

Direct

Equity

Debt

Portfolio

Equity

Debt

Other

Australian Investment Abroad

Direct

Equity

Debt

Portfolio

Equity

Debt

Other
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BRUNEI DARUSSALAM







BRUNEI DARUSSALAM

A. BACKGROUND ON THE FOREIGN INVESTMENT REGIME

1. Provide a brief description of your foreign investment policy including any recent policy
changes.

Foreign Direct Investment has long been recognized as one of the ways to dea with Brunei
Darussalam’s over dependence on oil and gas. It remains as an important element in the
diversification strategy of the National Development Plans of this country. It is aso an important
source of technology transfers, production know-how, employment as well as market access. Now
FDI is not just “one of the ways’ to develop the economy but it has just gained a new height when
a new-image Brunei Economic Development Board (BEDB) was reestablished in 2001. The
newly restructured BEDB is the result of Brunei Economic Council’s recommendation to establish
an effective investment promotion agency in line with the internationa best practices. Brunei
Darussalam is set ready to pursue policy objectives domestically and internationally with aview to
further facilitate and enhance investment both foreign and domestic.

2. Explain any significant public statement which most accurately describes and defines
philosophies, policies and attitudes toward foreign (inward and outward) investment.

His Majesty the Sultan of Brunel Darussalam, has proclaimed that:

“We have aways welcomed foreign investment. We are ready and willing to look at
suggestions from would-be investors.”

His Majesty Sultan’s National Day Speech 23 February, 2003:-

His Mgesty said that one of the major steps towards developing the private sector and the
economy the government has taken was through the newly established Brunei Economic
Development Board (BEDB.) The implementation of the new initiative by BEDB would uplift the
country’s image as an investment destination and would also boost foreign investors confidence.

HRH Prince Mohamed, Minister of Foreign Affairs and Minister in charge of economic policy
coordination, during a conference on Brunei Darussalam’s economic future on 17 April 2002:-

“We ( the Brunei Government ) have tried to work carefully with a wary eye on the past and a
determination not to be too overconfident. What we hope to achieve is a business-like approach to
the future. By this, | mean maintaining the optimism all those in business must always have, but
also acting with caution and responsibility like all successful businesses do...BEDB is expected to
work closely with new investors and it has been told, not only to attract and welcome them, but
also to assist them directly in their efforts to succeed”
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B. REGULATORY FRAMEWORK /INVESTMENT FACILITATION

1. Transparency
(1) Statutory (legidlative) requirements

(a) Provide a list of and a summary of all relevant laws, regulations, administrative guidelines
and policies pertaining to investment.

No changes except for Investment Incentive Act which was amended by Investment Incentive
Order 2001 (see Section D below.)

(2) Investment Review and Approval

(a) Write Yes or No next to any proposals and sectors that are/are not subject to screening. Add
additional categories where appropriate.

No changes as before, except any FDI applications to be made through BEDB..

(b) For each proposal identify guidelines/conditions that apply for screening (e.g., mandatory or
voluntary notification, notification only required if foreign equity in excess of 10%). Provide
details of any special conditions that apply to individual sectors.

No changes as before, except for FDI approved by BEDB no limitation on foreign equity.

(©) Indicate all application/approval forms required for screening purposes. Briefly summarize
additional documentation that is required for review or approval processes.

No changes as before, smilarly applies for FDI.

(d) Identify the contact point(s) to which applications should be made, and provide addresses, and
the phone/facsimile numbers for contacts. Agency Address/telephone/fax.

No changes to contact department for SMEs and Local applicants — BINA.

For FDI -
Agency Address/ Telephone/ Fax
Brunel Economic Development Board Chief Executive Officer

Brunel Economic Development Board

Block 2K, Bangunan Kergjaan

Jalan Ong Sum Ping, BA1311
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Bandar Seri Begawan
Negara Brunel Darussalam

Tel: 673-2-230111

Fax: 673-2-230078

(e) Identify the availability of website information and whether there is that capacity to apply
for approvals on line.

Currently there is no approval on line.

BEDB' s website http://www.bedb.com.bn

() What is the average period from the formal submission of all relevant/required documentation
to final approval / rejection?

Two months.

(g) List agencies responsible for dealing with appeals (including addresses, telephone/fax
numbers) in cases where a proposal is denied or a modification of the proposal is requested.
Briefly describe appeal processes and the average time for an appeal to be considered.

No changes as before, addition BEDB on FDI’ s applications.

(h) Briefly describe what conditions need to be met for an expedited review of a foreign investment
proposal.

To ensure expeditious review, all applications should provide complete information as to the
business plan and as required.

(i) Indicate agencies that consider foreign investment related complaints, the types of complaints
that the agency deals with and how the agency can be contacted for appeals (provide addresses,
and phone/fax numbers for these agencies).

No changes as before, addition BEDB on FDI complaints.

() List agencies responsible for monitoring/enforcing compliance with foreign investment
laws/regulations and the functions in relation to enforcement for which they are responsible.
Provide addresses and phone/fax numbers for these agencies.

No changes as before, addition BEDB on FDI’ s applications.

(k.) Describe any opportunities for comment (foreign and domestic) on existing foreign investment
regulations, or for proposed changes to the foreign investment regime, and indicate the nature of
these processes.
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Comments / proposals can be submitted directly to BEDB or the relevant Ministries or agencies.

(1) If there is a role for sub national agencies in the approval process, please indicate the
agencies (including their address and telephone/fax number) and their roles in the approval
process (e.g., zoning, approvals of land purchase).

No changes as before, addition BEDB on FDI applications.
2. Most Favoured Nation Treatment/Non-discrimination between Sour ce Economies

(a) List and describe the scope of any exceptions to most favoured nation treatment in relation to
the establishment, expansion and operation of foreign investment (e.g., limits in terms of sector,
threshold value or otherwise).

See 3 (a)

(b) Identify and describe any international agreements to which your economy is party which
provides for a possible exception to MFN treatment.

Similar treatment to ASEAN Investment Area (AlA) — opening up al industries, with some
exceptions as specified in the Temporary Exclusion List (TEL) and Sensitive List  (SL), for
investment on ASEAN investors by 2010 and to all investors by 2020.

3. National Treatment

(a) ldentify any sectors which are subject to exceptions to national treatment for the purpose of
foreign investment and the nature of the exception (e.g., requirements for joint ventures, linkages
between export ratios and equity participation, technology licensing). In your response briefly list
laws, regulations and policies which provide for those exceptions. Sector Nature of Exception (e.g.
prohibition, limitation, special conditions and special screening)

Sector Restrictions/ Requirements

Temporary Exclusion List (AIA)-

Food Manufacturing Services To utilise loca resources, domestic market access
. . . and government facilities, foreign investment must
Agricultural & animal husbandry services S
have at least 30% locd participation.
Renting of Agricultural Machinery &
equipment
Nevertheless with the objective of attracting FDI,
BEDB welcomes foreign equity of up to 100% (no
Agricultural  research &  experimental | limitation) on approved industries and sectors.

development

Veterinary Services

Agricultural Market Research
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Forest Plantations

Sensitivity List (AIA)= To utilise local resources, domestic market access
and government facilities, foreign investment must
Offshore Capture Fisheries have at least 30% local participation. Except for

mining whereby foreign company participation is
adlowed up to 99% with at least 1% loca
participation.

Aquaculture

Hunting, Trapping & game propagation

Nevertheless with the objective of attracting FDI,
BEDB welcomes foreign equity of up to 100% (no
limitation) on approved industries and sectors.

Mining

(b) Briefly describe the nature and scope of any limitations on foreign firm's access to sources of
finance, e.g., are there any restrictions on offshore financing, inter-company loans, or issuance of
corporate bonds.

The Royal Bank of Canada is the first bank to be granted a licence to open in the Brunei
International Financia Centre (BIFC), Ministry of Finance. The Roya Bank of Canada will soon
offer a full range of offshore wealth management services. Thus giving access to offshore
financing.

Currently there are no restrictions on inter-company loans.

Issuance of corporate bonds still requires prior approval of the Exchange Controller, Ministry of
Finance, Brunei Darussalam.

4. Repatriation and Convertibility

(a) Identify and describe any regulations which restrict the repatriation of funds related to foreign
investment, such as profits, dividends, royalties, loan payments and liquidation.

Repatriation of capital is not restricted. No restrictions are imposed on remittance of earning
profits and dividends on investment.

(b) Briefly describe the foreign exchange regime.

There is no redtriction on foreign exchange regime. Banks permit non-resident account to be
maintained and there is no restriction on borrowing by non-residents.

(c) Identify any restrictions on the convertibility of currencies for the overseas transfer of funds.

No legal restrictions on the convertibility of currencies for the overseas transfer of funds.

5. Entry and Sojourn of Personnel
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(a) ldentify any permits/entry visa requirements for non-resident staff of foreign firms and briefly
describe the nature of the entry restriction.

All foreigners require work permits which are valid for two years. Application must first be made
to the Labour Department for alabour license. On the recommendation of the Labour Department,
the Immigration Department will give permission for the workers to enter Brunel Darussalam.
Permission to enter will be in the form of visas.

The Labour department requires either a cash or in lieu of that, a banker’s guarantee when the
employer submits the work permit application. The deposit or bank guarantee is used for purposes
in connection with the entry, subsistence allowance, housing, medical care and repatriation.

Identity cards must also be applied to the Immigration Dept and are required to be renewed
annually.

(b) List and briefly describe any restrictions by law or regulation on the entry/sojourn of foreign
technical/managerial personnel and their accompanying family members.

Malaysia, Singaporean and British nationals with the right of abode in the UK are exempted from
the requirement to obtain avisa for visits not exceeding 30 days.

Visas are also waived for visits of 14 days for nationals of Thailand, Indonesia, The Philippines,
Japan, France, Switzerland, Republic of Korea, Canada, The Netherlands, Luxembourg, Belgium,
Federal Republic of Germany, Sweden and Republic of Maldives. However, visas are required if
nationals of these countries intend to stay in Brunei Darussalam for longer than 14days.

All other nationals entering Brunei Darussalam must have visas obtainable from any Brunei
Darussalam diplomatic mission or representatives of other governments who are performing
consular functions on behalf of His Mgjesty’s Government.

Visitors who wish to enter Brunei Darussalam to take up employment must arrange with their
employers to obtain employment passes prior to their arrival. Spouses and children under 18 years
of age of pass holders are required to obtain dependents passes.

(c) Describe any regulations relating to personnel management of foreign firms, e.g., minimum
wage laws, minimum requirements for training or employment of local staff.

In Brunel there is no minimum or maximum wage for labourers. As long as both parties (employer
and employee) agree on the wage to be paid it is sufficient. Wages are generaly determined by
market forces.

Average monthly wage rate for selected profession:

Profession Wage rate (BND)
Typist $450

Office Clerk $500

Secretary $1000
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Stenographer $750
Store Supervisor $650
Construction Supervisor $1000
Laboratory Technician $750
Mixing machine operator $750
Plant maintenance mechanic $750
Professional $1000
Packers $350-$400
Drivers (class 3) $500
Drivers (class 4) $650
Quality Control inspector $750
Labourers $500

Normal hours of work are generally based on 8 hour day and the 6 day week prescribed by the
Labour Act, which also prescribe 8 days in the year as paid holidays for the manual workers.

(d) List and provide a summary of domestic labour law which apply to foreign firms in the context
of labour disputes/relations in the following order:

The Trade Disputes Act (Cap 129) accords to trade unions the customary immunities and
protections in respect of acts done in furtherance of trade disputes. It prescribes procedures for
conciliation and, subject to the consent of the parties, arbitration in disputes where machinery
within the industry concerned does not exist or has failed to achieve settlement.

Trade unionism of either the employers is not extensively practiced in Brunei Darussalam. As has
been aready observed, the industrial structure consists almost entirely of small-scale enterprises.
This state of affairs and the nature and cultural characteristics of the population are conductive to
accommodation and a “ give and take attitude” rather than a confrontational attitude. Except in the
oil industry, the system of collective bargaining has not emerged.

Relations between employers and employees are generally good. Existing labour laws have
adequate provisions such as for termination of employment, medical care and maternity leave and
compensation for disablement. Labour disputes are very rare. The Government has implemented
the Workers' Provident Fund Enactment to cover workers both in the public and private sectors.

6. Taxation

(a) Provide a brief summary of all taxation arrangements affecting foreign investment, including
corporate income tax rates, indirect taxes, withholding taxes, double taxation agreements in the
following order:

Brunei Darussdlam has no personal income tax. There are no exports, saes, payroll or
manufacturing taxes. Sole proprietorship and partnership businesses are not subject to income tax.

Only companies registered under public and private limited are subject to 30% corporate tax.
These companies are subject to tax on the following types of income:-
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Gains of profits from any trade, business or vocation,

Dividends received from companies not previoudy assessed for tax in Brunel darussalam;
Interest and discounts; and

Rents, royalties, premiums, and any other profits arising from properties.

Witholding Tax is charged to non-resident companies under a charge, debenture or in respect of a
loan at 20%i.

Double Taxation Agreement exists with the United Kingdom and Indonesia. The agreement
provides proportionate relief from Brunel Darussalam income tax upon any part of the income
which has been or is liable to be charged with United Kingdom and Indonesia income tax. Tax
credits are only available for resident companies.

7. Performance Requirements

(a) Briefly describe any performance requirements that could impose limits on trade and
investment and indicate any Trade-Related Investment Measures (TRIMS).

N/A
8. Capital Exports

(a) List and briefly describe any regulationg/institutional measures that limit capital exports or
the outflow of foreign investment in the following order:

No limitation.

(b) List and briefly describe any regulations/institutional measures that limit technology exports.
No limitation

9. Investor Behavior

(a) Indicate any law, regulation or administrative guideline/policy, of which the observance by
foreign investors is of particular concern to the member economy.

All investors local and foreign aike are expected to observe al laws, regulations and
administrative policies that are in place in Negara Brunel Darussalam.

10. Competition Policy
(a) Briefly outline the competition policy regime.
N/A

11. Other measures
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(a) List and briefly describe current intellectual property protection laws and recent enforcement
efforts that have contributed to the security of the legal environment for foreign investment.

Trade Mark Act (Cap 98) — This Act provides for trade marks: application for registered trade
marks; ground for refusal of registration, effects of registered trade marks; registration procedure;
duration, renewa and ateration of registered trade marks; protection of well-known trade marks,
emblems and proceedings relating to importation of infringing goods.

Merchandise Mark (Cap 96) — This Act provides for fraudulent marks on merchandise: trade mark,
property mark and other marks; trade descriptions; unintentional contravention and forfeiture of
goods.

Invention Act (Cap 72) — This Act provides for the grant of exclusive privileges in respect of
inventions.

C.INVESTMENT PROTECTION

1. Expropriation and Compensation

(a) Provide a list of and a summary of all laws and regulations relating to expropriation and
compensation of foreign investment. Briefly summarise the application and function of these
laws/regulations.

N/A

(b) Briefly describe recent instances (last five years) of expropriation and compensation of foreign
investment.

N/A
2. Settlement of Disputes

(a) Describe all means of dispute settlement and processing of grievances existing under laws,
regulations and administrative procedures to which foreign investors have recourse. List agencies
responsible for dispute settlement and provide addresses and telephone/fax numbers of these
agencies in the following order:

Agency Address/ Telephone/ Fax

Attorney General’s Chambers Attorney General Chambers
The Law Building,

KM 1 Jalan Tutong

Brunel Darussalam

Tel: (673 2) 244872 | 244876

Brunel Darussalam 61




Fax: (673 2) 241428
E-mail: consec@brunet.bn

(b) Has your economy signed or acceded to the ICSID Convention?

One of the disputes resolutions is the arbitration which is provided under the Arbitration Act (Cap
173) — (now in Legal Section’s collection)

D. INVESTMENT PROMOTION AND INCENTIVES

1. Briefly describe any investment promotion programs offered at both the national and sub-level

(eg. tax incentives, grants) provided to foreign investors. Provide a summary of these programs
including the nature of incentives offered and provide contact point(s) for accessing these schemes,
including address and tel ephone/fax numbers.

Investment Incentives Act (Cap 97) as amended under Investment Incentives Order 2001

INDUSTRIES GRANTED Investment Incentives:

PIONEER STATUS 30% corporate tax is exempted for a pioneer industry.
Exemption from taxes on imported duties on machinery,
equipment, component parts, accessories or building structures.
Exemption from taxes on imported raw materials not
available or produced in Brunei Darussalam intended for the
production of the pioneer products

Carry forward losses and allowances

Tax exemption period are as follows:

Fixed Capital Tax Relief Extension
Period
more than $500,00 but 5yrs 8 yrs+ further 11
less than $2.5 million yrs
More than $2.5 million 8yrs Not exceeding
11 yrs
High Tech Park 11 yrs Not exceeding
20 yrs
PIONEER SERVICE | Investment incentives:
COMPANIES Exemption from income tax

Carry forward losses and allowance

Tax exemption period is 8 years and can be extended not
exceeding 11 yearsin total.

Activities granted for pioneer services status:
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Any engineering or technical services including laboratory,
consultancy and research and development activities;
Computer-based information and other company related
services,

The development or production of any industrial design;
Services and activities which relate to the provision of leisure
and recreation;

Publishing services,

Services which relate to the provision of education;

Medical services,

Services and activities which relate to agricultural technology;
Services and activities which relate to the provision of
warehousing facilities;

Services which relate to the organization or management of
exhibitions and conferences,

Financial services;

Business consultancy, management and professional services;
Venture capital fund activity;

Operation or management of any mass rapid transit system;
Services provided by auction house;

Maintaining and operating a private museum; and

Such other services or activities as the Minister may prescribe.

POST-PIONEER
COMPANIES

Investment incentives:

Exemption from income tax

Deduction of losses

Adjustment of capital allowances and losses

Tax exemption period is 6 years and can be extended not
exceeding 11 yearsin total.

EXPANSION OF
ESTABLISHED
ENTERPRISES

Investment incentive
exemption from income tax
Tax exemption periods are as follows:

New capital not exceeding $ 1 million — 3 years
New capital exceeding $ 1 million — 5 years
Extension — not in the aggregate exceed 15 years

EXPANDING SERVICE
COMPANIES

Investment incentive

exemption from income tax

Tax exemption period is 11 years and can be extended not
exceeding 20 years in total.

PRODUCTION FOR
EXPORT

Investment incentives

Exemption from income tax

Exemption from imports duties on machinery, equipment,
component parts, accessories or building structures

Exemption from import duties on raw material
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Tax exemption period varies from 6 to 15 years for pioneer
enterprises and 8 to 15 years for non-pioneer enterprises.

EXPORT FOR SERVICES

Investment incentives

Exemption from income tax

Deduction of alowances and losses

Tax exemption is 11 years and can be extended not exceeding
20 yearsin total

INTERNATIONAL TRADE
INCENTIVES

Investment incentive
Exemption from income tax
Tax exemption period is 8 years

FOREIGN LOANS FOR

Investment incentive

PRODUCTIVE Exemption of approved foreign loan interest form paying tax
EQUIPMENT

INVESTMENT Use for:

ALLOWANCES For manufacture or increased manufacture of any product;

For the provision of specialized engineering or technica
services;

For research and development;

For construction operation’

For recycling of domestic industrial waste;

In relation to any qualifying activity under pioneer services
company;

for promotion of the tourist industry (other than a hotel) in
Brunei Darussalam.

Investment incentive

Exemption from income tax

Tax exemption period is 5 years except for tourist industry
(other than hotel) is 11 years.

WAREHOUSING AND
SERVICING INCENTIVES

For capital expenditure of not less than $2 million.

Investment incentive — exemption from income tax

Tax exemption period is 11 years and can be extended not
exceeding 20 years in total.

INVESTMENT IN NEW
TECHNOLOGY
COMPANIES

To qualify tax exemption, at least 30% of the paid-up capita
must b owned by citizens or persons whom a resident permit
has been granted under regulation made under the immigration
Act (Cap 17).

Investment incentive- deduction allowable to eligible holding
company.

OVERSEASINVESTMENT
AND VENTURE CAPITAL
INCENTIVES

Investment incentive - deduction allowable to digible holding
company.

2. Briefly describe any fiscal, financial, tax or other incentives offered at both the national
sub-national level (e.g., tax incentives, grants) provided to foreign investors. Provide a summary
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of these programs including the nature of incentives offered and provide contact point(s) for these
schemes, including address and telephone/fax numbers.

Income Tax (Cap 35)
i. Basic right and guarantees to investors

Repatriation of capital is not restricted. No restrictions are imposed on remittance of earning
profits and dividends on investment.

ii. Carry forward losses

iii. Carry forward capital allowances during the relief period

iv. Deduction form taxable corporate income (depreciation allowance)

Tax payer is entitled to claim wear and tear allowance calculated as follows:-
a Industria Buildings

an initial allowance of 10% is given in the year of expenditure, and an annual alowance of 2% of
qualifying expenditure is provided on a straight line basis until the total expenditure is written off.

b) Machinery and plant

an initial alowance of 20% of the cost is given in the year of expenditure together with annual
allowances calculated on the reducing value assets. The rate prescribed by the collector of
income tax range from 3% to 25% depending on the nature of the asset.

3. If there is a one-stop- facility for foreign investors, provide details of this service and contact
point( s), including address, phone and fax number.

Agency Address/ Telephone/ Fax

Brunei Economic Development Board Brunei Economic Development Board
Block 2K, Bangunan Kergjaan

Jalan Ong Sum Ping, BA1311

Bandar Seri Begawan

Negara Brunel Darussalam

Tel: 673-2-230111

Fax: 673-2-230078

E. SUMMARY OF INTERNATIONAL INVESTMENT AGREEMENTS

OR CODESTOWHICH APEC MEMBER ISA PARTY
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1. Indicate if your economy is a party to any of the following agreements, the economies with
which the agreement has been entered into and brief summary of the provisions of the agreement
(only provide details for those agreements that have entered into force).

Bilateral Investment Treaties have been signed between Brunei and the following countries:-
ASEAN Countries — December 1987

Germany — 30" March 1998

Oman — 8" June 1998

Republic of Korea -14™ November 2000

The People's Republic of China — 17" November 2000

F.ASSESSVIENT OF RECENT TRENDSIN FOREIGN INVESTMENT

1. Provide an overview of recent trends in foreign investment (FDI and portfolio) over recent
years (both inward/outward).

Foreign Direct Investment in Brunei Darussalam was ét its highest in 1999 with B$ 1,033,177,652
(which was an increase of 161% compared to the previous year). A large contributing factor was
the high investment pouring into in the oil and gas industry that year. The non-oil and gas sector
merely accounted for 1% of total FDI in 1999. In 2000, there was a 175% increase in FDI in the
manufacturing sector which amounted to B$27,549,920. The manufacturing sector (especialy
garment) accounts for the largest shareFDI after the Mining & Quarrying sector (mainly oil &
gas). Despite the sharp increase in FDI in the manufacturing sector, total FDI in Brunei was down
to B$673,321,057 in 2000. In 2001, totd FDI increased dightly to B$689,523,896 with the
Mining & Quarrying sector receiving 94% of the share. In most sectors, theamount of FDI in
monetary terms also increased in 2001.

2. List the major economies that are sources/receivers of FDI over recent years.
Source of FDI: UK, Singapore, Malaysia, USA, France

Destination: N/A
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CANADA

A. BACKGROUND ON THE FOREIGN INVESTMENT REGIME

1. Description of the foreign investment policy including any recent policy changes.

Foreign Direct Investment (FDI) is recognized as bringing with it technology transfers,
international management expertise, production know-how and product innovation and market
access. It is an important element in the creation and preservation of high-value-added jobs, and is
the source of other benefits, such as tax revenue and retained earnings. Thus Canada has continued
to pursue policy objectives domestically and internationally with a view to enhancing investment.

2. Summary of significant public statement which most accurately describes and defines
philosophies, policies and attitudes toward foreign (inward and outward) investment.

The attitude of the Government of Canada to foreign investment was clearly articulated almost 17

years ago with the passage of the Investment Canada Act (ICA) in 1985, which replaced the more

restrictive Foreign Investment Review Act (FIRA). In March 2002, Canada's Minister for

International Trade stated that for Canada foreign investment is key to prosperity and job creation.
The Minister has also promoted the benefits of inward investment as being an important source of

high-skill, high-value jobs, and outward investment as being linked to increased exports of goods

and services from Canada.

Canada has responded directly to the increased importance of international investment (both
inward and outward). It has taken concerted actions that have greatly improved the Canadian
investment climate; developed targeted investment attraction strategies; and actively participated
in the development and implementation of international rules governing investment.

Canada welcomes, and indeed actively seeks, beneficial foreign investment. The following pages
provide information on Canada's foreign investment policy.

B.REGULATORY FRAMEWORK/INVESTMENT FACILITATION

1. Transparency
(1) Statutory (legidative) Requirements

(@) List and summary of relevant laws, regulations, administrative guidelines and policies
pertaining to investment.
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Foreign investment in Canada is subject to multilateral obligations (e.g., through the Organization
for Economic Cooperation and Development (OECD) and the World Trade Organization (WTO)
and, more recently, to obligations in regional and bilateral agreements (the North American Free
Trade Agreement (NAFTA), Canada-Chile Free Trade Agreement (CCFTA) and 22 Foreign
Investment Protection Agreements (FIPAS). If required, existing domestic legidation is amended
to bring it into conformity with international obligations. Examining Canadian foreign investment
obligations as represented by Chapter 11 of the NAFTA, will provide a clear picture of
commitments on foreign investment access and protection.

The only domestic law of general application with respect to foreign investment is the Investment
Canada Act (the Act). Under the Act, the establishment of a new business in Canada by an
investor making its first investment in Canada or the establishment of a new business by an
existing investor where the new business is unrelated to any existing business in Canada is subject
to a straightforward natification procedure, but is not generally subject to review. There are some
exceptions to this, outlined in this section and the section on restricted sectors (see section B(2)(a)
and B(2)(b)).

In addition to the Investment Canada Act, there are a number of federal and provincia laws
applying to specific industry sectors. At the federa level, for example, there are the Bank Act,
the National Transportation Act, and the Broadcasting Act. The Canada Business Corporations
Act also has provisions related to management and equity in federally incorporated businesses.

(2) Investment Review and Approval
(a) Details of proposals and sectors that are/are not (yes/no) subject to screening.

(b) Details of guidelines/conditions that apply for screening (e.g., mandatory or voluntary
notification, notification only required if foreign equity in excess of 10%). Details of any special
conditions that apply to individual sectors.

Overview
(i) Review Required Only in Limited Circumstances

The Investment Canada Act (ICA) reflects Canada’s policy of welcoming international investment
and, indeed, of working to attract quality investment to all regions of Canada. At the same time, to
ensure that such investment will be of net benefit to Canada, the ICA contains provisions for the
review of certain acquisitions of control of Canadian businesses by foreign investors above a
certain threshold (see below) and the establishment of new businesses in industries related to
Canada's national identity or cultural heritage. To encourage investment by non-Canadians,
Canadian government officials work with potential non-Canadian investors to help them develop
investment plans and undertakings that will comply with relevant policies and fully satisfy the net
benefit criterion.

The ICA specifies the factors to be taken into account in reviewable investments. Assessments are
made in terms of the factors that are relevant to the individual investment proposal. Not all factors
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are relevant in al reviews. It is the net result of the assessment of the factors that determines the
outcome, negative impacts can often be offset by positive impacts and result in an overall positive
assessment. Each review is conducted on a case-by-case basis by examining the merits of the
individual investment proposal. The factors of assessment are set out in Section 20 of the ICA and
are as follows: the effect on the level of economic activity in Canada, on employment, on resource
processing, on the utilization of parts and services produced in Canada, and on exports from
Canada; the degree and significance of participation by Canadians in the Canadian business or
new Canadian business and in any industry or industries in Canada; the effect of the investment on
productivity, industrial efficiency, technological development, product innovation and product
variety in Canada; the effect of the investment on competition within any industry in Canada; the
compatibility of the investment with national, provincia and territorial industrial, economic and
cultural policies; and the contribution of the investment to Canada’'s ability to compete in world
markets.

(ii) Notification is usualy the Only Requirement

Foreign acquisitions of Canadian businesses with assets below the threshold (outlined below) and
new businesses established by foreign investors which are not reviewable, are subject only to the
notification provisions of the Investment Canada Act. Notification entails the submission of a
short filing which advises Industry Canada of the nature and size of the investment. A notification
may be filed up to 30 days following the implementation of the investment.

(i) General Exemptions from the Investment Canada Act

The Investment Canada Act contains a number of exemptions from the review mechanism in the
Act: Securities Dealers; Venture Capitalists;, Realization of Security (granted for a loan or other
financial assistance); Financing (on the condition of divestiture within two years of acquisition);
Corporate Reorganizations; Government Vendors, Tax-Exempt Vendors, Banks; Involuntary
Acquisitions; Real Estate in a farming business; Insurance Company Portfolios.

(iv) Screening requirements in particular sectors

Proposal Guidelines

Except in sensitive sectors as set out in subsequent paragraphs,
where either the non-Canadian investor or vendor is ultimately
controlled in a World Trade Organization (WTO) country other
than Canada, only the direct acquisition of control of a Canadian
business that has assets equal to or greater than Can$223 million
(for 2003) is a reviewable transaction. This figure is adjusted
annually to reflect economic growth in Canada.

Where both the non-Canadian investor and vendor are ultimately
controlled in a non-WTO country, the direct acquisition of control
of a Canadian business that has assets greater than Can$5 million
is reviewable, and the indirect acquisition of control of a Canadian
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Mergers/acquisitions

(Yes - in specific limited
circumstances)

business with assets greater than Can$50 million is reviewable, or
Can$5 million where 50 percent or more of the total assets of the
business acquired are located in Canada. These review thresholds
are fixed and are not adjusted.

The acquisition of a Canadian business involved in culturd
industries, financial services, transportation services or uranium
production is subject to the lower thresholds regardless of the
nationality of the investor or vendor. Acquisitions in cultural
industries (i.e., publication and distribution of books, magazines,
newspapers, videos, music recordings, etc.) below these
thresholds and the establishment of new businesses in these
cultural industries may be reviewable, if the Government so
decides. Reviewable investments are alowed to proceed if they
are likely to be of 'net benefit' to Canada.

Greenfield investment (no)

Review not required, unless ordered by the Government in the
case of an investment in the cutural sector.

Real Estate/land (no)

The acquisition of land is not subject to review.

Joint Venture (no)

The establishment of ajoint venture is not subject to review.

General Restrictions

Guidelines and Conditions

Board of Directors

The Canada Business Corporations Act requires, for most
federally- incorporated corporations, that 25 per cent of directors be
resdent Canadians. A simple mgority of resident Canadian
directors is required for corporations in prescribed sectors. These
sectors include: uranium mining; book publishing or distribution;
book sales, where the sale of books is the primary part of the
corporation’s business; and film or video distribution. Similarly,
corporations that, by an Act of Parliament or Regulaion, are
individually subject to minimum Canadian ownership requirements
are required to have amgjority of resident Canadian directors.

For purposes of the Act, "resident Canadian” means an individual
who is a Canadian citizen ordinarily resident in Canada, a citizen
who is a member of a class set out in the Canada Business
Corporations Act Regulations, or a permanent resident as defined
in the Immigration Act other than one who has been ordinarily
resident in Canada for more than one year after he or she became
eligible to apply for Canadian citizenship.
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Issues, transfer, ownership
of shares

In the case of a holding corporation, not more than one-third of the
directors need be resident Canadians if the earnings in Canada of
the holding corporation and its subsidiaries are less than five
percent of the gross earnings of the holding corporation and its
subsidiaries.

The Canadian Business Corporations Act permits corporations to
‘constrain’ the issue, transfer and ownership of shares in federally
incorporated corporations.

The object is to permit corporations to meet Canadian ownership
requirements, under certain laws set out in the Canada Business
Corporations Act Regulations, in sectors where such ownership is
required as a condition to operate or to receive licenses, permits,
grants, payments or other benefits.

More information may be obtained by accessing the website at
http://competition.ic.gc.ca/

Sectoral Restrictions

Guidelines and Conditions

Telecommunications

The legidation (the Telecommunication Act) governing the
establishment and operation of Canadian telecommunications
common carriers restricts foreign ownership to 20% (331/3 % in the
case of holding companies). There are no ownership restrictions for
the operation of international submarine cables, satellite earth
stations or companies which provide telecommunications services
on aresde basis, i.e. resale of leased common carrier facilities for
the purpose of providing basic or value-added services.

Transport

The Canada Transportation Act, in Section 55, defines “ Canadian”
in the following manner:

... ‘Canadian’ means a Canadian citizen or a permanent resident
within the meaning of the Immigration and Refugee Protection Act,
a government in Canada or an agent of such a government, or a
corporation or other entity that is incorporated or formed under the
laws of Canada or a province, that is controlled in fact by Canadians
and of which at least 75%, or such lesser percentage as the governor
in Council may by regulation specify, of the voting interests are
owned and controlled by Canadians...”

(a) Air Transport
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Under the Canada Transportation Act and the Canadian Aviation
Regulations, only “Canadians’ may provide the following
commercial air services.

(i) “domestic services’ (air services within Canadian airspace, or
between points, or from and to the same point, in the territory of
Canada, or between a point in the territory of Canada and a point
not in the territory of another country);

(if) “scheduled international services’ (scheduled air services
between a point in the territory of Canada and a point in the territory
of another country) where those services have been reserved to
Canadian carriers under existing or future
government-to-government air services agreements; and

(iii) “non-scheduled international services’ (non-scheduled air
services between a point in the territory of Canada and a point in the
territory of another country) where those services have been
reserved to Canadian carriers under existing or future
government-to-government air charter arrangements

(iv) “specialty air services’ (aerial mapping, aeria surveying, aerial
photography, forest fire management, firefighting, aerid
advertising, glider towing, parachute jumping, aerial construction,
heli-logging, aerial inspection, aeria surveillance, flight training,
aerial sightseeing and aerial crop spraying), subject to exemptions
for the countries enumerated below, and under the conditions
therein specified.

A person from the United States, Chile and Mexico may obtain an
operaing certificate, subject to compliance by that person with
Canadian safety requirements and other entry requirements, for the
provison of those specialty air services specified above. These
services are liberalized in accordance with timetables that form part
of free trade agreements with the countries enumerated. However,
there is no “right of establishment” in order to provide these
services.

Regulations made under the Aeronautics Act incorporate by
reference the definition of “Canadian” found in the Canada
Transportation Act. These Regulations require that a Canadian
operator of commercial air services operate Canadian-registered
aircraft. These Regulations aso require an operator to be Canadian
in order to obtain an air operator certificate (other than a certificate
based on a foreign-issued certificate), and in order to qualify to
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register aircraft as “ Canadian”.

No foreign individua may own a Canadian-registered aircraft for
private use.

A corporation incorporated in Canada but that does not meet the
Canadian ownership and control requirements may only register an
aircraft for private use when the corporation is the sole owner of the
aircraft. The regulations aso have the effect of limiting
“non-Canadian” corporations operating foreign-registered private
aircraft within Canada to the carriage of their own employees.

(b) Marine

The Coasting Trade Act restricts the transportation of cargo and
passengers, along with al commercial marine activities in the
territory of Canada to Canadian-flag, duty paid ships and is
applicable to waters above the Continental Shelf for activities
relating to exploration, exploitation and transportation of mineral
and non-living natural resources. These ships do not have to be
Canadian-built.  Further, recent amendments to the Canada
Shipping Act, entitte any foreign corporation to own a
Canadian-flag ship.

The Coasting Trade Act provides for the temporary importation of a
foreign-flag or non duty-paid ship in cases where there is no
suitable Canadian ship available to perform a specific activity.
Application for the use of such a ship must be filed with Revenue
Canada, Customs and Excise and reviewed by the Canadian
Transportation Agency to confirm that a suitable Canadian ship is
not available. Upon such confirmation, the foreign or non duty-paid
ship can be granted a temporary coasting trade licence following
payment of dutyl which is assessed at a monthly rate of 1/120 of
25% of fair market value, and the ship meeting al safety and
pollution prevention requirements imposed by Canadian law
applicable to that ship.

Agriculture (no)

None

Business service industries

Residency requirements exist for a number of professiona business

1 Pursuant to the Customs Tariff, foreign-built, Canadian-flag ships engaged exclusively in
international service are not subject to customs duty.
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service providers:

- @ustoms broker/brokerage;

- @uty free shop operator;

- examiner of cultural property; and

- some professions, i.e. lawyers.

Culture

The Department of Canadian Heritage may review both new
businesses and acquisitions of any size in areas involving culturd
heritage or nationa identity, with the purpose of ensuring that they
are of net benefit to Canada, including a contribution to Canadian
cultural objectives. The following sectors are included:

Book publishing and distribution. Direct acquisition by
non-residents of Canadian-controlled businesses is not normally
allowed. Foreign investment in new businesses are considered
favourably provided the investment is through a joint venture with
Canadian control. Indirect acquisitions are allowed, subject to net
benefit.

Newspaper, magazines, periodicals. For newspapers and magazines,
the net benefit test is applicable. For periodicals, acquisition of
Canadian-controlled periodica publishing businesses is not
permitted. Foreign investments in new businesses are considered
favourably subject to net benefit and, in particular, majority original
content in the publication.

Film distribution. Acquisition of Canadian-controlled distribution
companies by non-Canadians is not permitted. However, foreign
investment is permitted if it is through a joint venture with Canadian
control. Foreign investment in a new business is allowed if it is
directly linked to the importation and distribution of proprietary
product.

Sound recording industry. The net benefit test is applicable.

Music publishing. The net benefit test is applicable..

Energy

A minimum level of resident ownership in individual uranium
mining properties of 51% at the stage of first production is required.
Exceptions to this limit may be permitted if & can be established
that the property is in fact ‘ Canadian-controlled’ (as defined in the
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Investment Canada Act). While these limits apply to the control of
production facilities, there are no limits applied to foreign
investment in exploration and development.

QOil and Gas;

(1) Under the Canada Qil and Gas Operations Act, the approval of
the Minister of Energy, Mines and Resources of a "benefits plan” is
required to receive authorization to proceed with any oil and gas
development project.

A “benefits plan” is a plan for the employment of Canadians and for
providing Canadian manufacturers, consultants, contractors and
service companies with a full and fair opportunity to participate on a
competitive basis in the supply of goods and services used in any
proposed work or activity referred to in the benefits plan. The Act
permits the Minister to impose an additiona requirement on the
applicant, as part of the benefits plan, to ensure that disadvantaged
individuals or groups have access to training and employment
opportunities or can participate in the supply of goods and services
used in any proposed work referred to in the benefits plan.

(2) The Canada — Nova Scotia Offshore Petroleum Resources
Accord Implementation Act and the Canada — Newfoundland
Atlantic Accord Implementation Act have the same requirement for
a benefits plan but also require that the benefits plan ensure that:

prior to carrying out any work or activity in the offshore area, the
corporation or other body submitting the plan establish in the
applicable province an office where appropriate levels of
decision-making are to take place;

expenditures be made for research and development to be carried
out in the province, and for education and training to be provided in
the province; and

first consideration be given to goods produced or services provided
from within the province, where those goods or services are
competitive in terms of fair market price, quality and delivery.

The Boards administering the benefits plan under these Acts may
also require that the plan include provisions to ensure that
disadvantaged individuals or groups, or corporations owned or
cooperatives operated by them, participate in the supply of goods
and services used in any proposed work or activity referred to in the
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plan.

In addition, Canada may impose any requirement or enforce any
commitment or undertaking for the transfer of technology, a
production process or other proprietary knowledge to a person of
Canada in connection with the approval of development projects
under the applicable Acts.

Provisions similar to those set out above will be included in laws or
regulations to implement the Yukon Oil and Gas Accord and
Northwest Territories Oil and Gas Accord which for purposes of
this reservation shall be deemed, once concluded, to be existing
measures.

Financia Services

In Canada there are three classes of banks, based on size of equity,
for the purposes of determining ownership restrictions: small (less
than Can$1 billion), medium (Can$1 billion-Can$5 billion) and large
(greater than Can$5 billion). Large banks must remain widely held
(investor, whether Canadian or foreign, may own up to 20% any
class of voting shares and 30% any class non-voting shares). Medium
sizebanks are allowed to be closely held, but must have apublic float
of 35% of voting shares. Small banks have no ownership restrictions
other than "fit and proper” tests.

In 1997, the government recognized the need to develop a new
framework for the entry of foreign banks in Canada. The present
framework offers foreign banks considerable flexibility to provide
financial services in Canada. They may choose to do so through
Canadian financial institutions and/or regulated foreign bank
branches. Aswell, aforeign bank may establish more than one bank
or more than ae branch in Canada. They will be alowed to own
both wholesale and retail banks and full-service and lending
branches. As well, foreign banks will be permitted to own the same
range of investments as Canadian banks.

Further information can be found at the Department of Finance,
Canada website: www.fin.gc.ca

Fisheries

Fish processing companies which have more than 49% foreign
ownership are not permitted to hold Canadian commercial fishing
licenses. There is no limit on foreign ownership of fish processing
companies that do not hold fishing licences.

Foreign fishing vessels are prohibited from entering Canada's
Exclusive Economic Zone except under authority of a licence or
under treaty. Foreign vessels are those which are not ‘ Canadian’ as
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defined in legidation. The Minister of Fisheries and Oceans has
discretionary authority with respect to the issuance of licenses.

Broadcasting Broadcasting in Canada includes both broadcasting programming
(e.g. 'over the air' broadcasting, pay and speciaty services, video on
demand) and broadcasting distribution (e.g. cable, directto-home
satellite and

wireless).

Legidation (the Broadcasting Act) requires that the Canadian
broadcasting system be effectively owned and controlled by
Canadians. A Directive by the Governor-in-Council limits foreign
ownership to 20% of voting shares in a licensee and 33 1/3 % of
voting shares in the case of holding companies. Therefore, foreign
ownership can comprise 46.7% of a Canadian broadcasting licensee
both directly and indirectly (20% directly, plus 33% of the Canadian
holding company which owns the remaining 80% of the licensee).
There are no restrictions on foreign ownership of non-voting shares
in a holding company or licensee. In addition, the Chief Executive
Officer (CEO) plus 80% of the Board of Directors of a company,
which directly holds a broadcasting license, must be Canadian.

Useful Internet addresses:

Broadcasting Act
http://laws.justice.gc.ca/en/B-9.01/index.html (En)
Direction to the CRTC (Indligibility of non-Canadians)

http://www.crtc.gc.ca/eng/LEGAL/NONCANAD.HTM (En)

(c) How to obtain application/approval forms required for screening purposes. Summary of
additional documentation that is required for review or approval processes.

A website has been established which provides detailed information on the Investment Canada Act
and copies of the documentation/forms required. These may be completed and submitted on-line.
This website is at http://icnet.ic.gc.calinvestcan/en form.htm. Hard copies of the relevant
documentation can be obtained from the contacts listed in the section below.

The following website provides specific information on foreign investment in the cultural sector:
http://www.canadianheritage.gc.ca/progs/ac-calproggeiic-csir/index_e.cfm. For additional
information, please see the contact provided in the next section.
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(d) Contact points for applications.

Agency Address/Telephone/Fax
Investment Review Directorae 5th Floor, East Tower 235 Queen St
Industry Canada Ottawa, Ontario

K1A OH5

Telephone: (1 613) 954 1887
Fax: (1 613) 996 2515

Cultural Sector Investment Review 15 Eddy Street

Department of Canadian Heritage 6" Floor, Area K
Hull, Quebec
K1A OM5

Telephone: (1 819) 997-4492
Fax: (1 819) 994-9744

(e) Availability of website information and whether there is that capacity to apply for approvals
on line.

See B.1.(2)C.

(f) Average period from the formal submission of all relevant/required documentation to final
approval/rejection.

To ensure a prompt review and decision, the Investment Canada Act sets certain time limits for the
responsible Ministers. Within 45 days after a complete application has been received, the investor
must be notified that the Minister (a) is satisfied that the investment is likely to be of net benefit to
Canada; or (b) is unable to complete the review, in which case a further 30 days will be necessary
for its completion (unless the applicant agrees to a longer period); or (c) is not satisfied that the
investment is likely to be of net benefit to Canada.

If 45 days have elapsed from the completion date without such a notice, or if afurther 30 days (or
a number of further days agreed upon) have elapsed after notice that the Minister is unable ©
complete the review and no decision has been taken, then the Minister is deemed to be satisfied
that the investment is likely to be of net benefit to Canada.

The average period of time in processing an investment application is about 40 days. For culturd
cases, the period is often extended to 75 days.

(g) List of agencies responsible for dealing with appeals (including addresses, telephone/fax
numbers) in cases where a proposal is denied or a modification of the proposal is requested. Brief
description of appeal processes and the average time for an appeal to be considered.

When advised that the Minister is not satisfied that the investment is likely to be of net benefit to
Canada, the applicant has the right to make representations and to submit undertakings within 30
days of the date of notice (or any other period that is agreed upon between the applicant and the
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Minister). On the expiration of the 30-day period (or agreed extension), the applicant must be
notified forthwith that the Minister (a) is satisfied that the investment is likely to be of net benefit
to Canada; or (b) confirms that the investment is unlikely to be of net benefit to Canada. In the
latter case, the applicant may not proceed with the investment or, if the investment has aready
been implemented, must relinquish control of the Canadian business.

After these further representations, a decision by the Minister that she/he is not satisfied that an
investment is likely to be of net benefit to Canada cannot be appealed under the Investment
Canada Act. While an investor can always resubmit his application, this would not normally be
done unless there were significant new factors or undertakings to be offered for consideration.

Agency Address/telephone/fax
Investment Review Directorate 5th Floor, East Tower
Industry Canada 235 Queen St

Ottawa, Ontario

K1A OH5

Telephone: (1 613) 954-1887
Fax: (1 613) 996-2515

Cultura Sector Investment Review 15 Eddy Street

Department of Canadian Heritage 6" Floor, Area K
Hull, Quebec
K1A OM5

Telephone: (1 819) 997-4492
Fax: (1 819) 994-9744

(h) Description of conditions that need to be met for an expedited review of a foreign investment
proposal.

See section B.1(2)(f) above for processing time.

(i) List of agencies that consider foreign investment related complaints, the types of complaints
that the agency deals with and how the agency can be contacted for appeals.

See section B.1(2)(g) above under appeals, and section B.1(2)(d) for contact details.

(j) List of agencies responsible for monitoring/enforcing compliance with foreign investment
laws/regulations and the functions in relation to enforcement for which they are responsible.

Industry Canada or, in the case of cultural investments, the Department of Canadian Heritage,
monitor the performance of the investments that have been approved under its review system.
Experience shows that the vast majority meet or exceed objectives. In the few instances where
objectives are not met, the relevant department will meet with the foreign investor.

If performance shortcomings are due to unavoidable factors (performance of the economy etc.)
revised objectives can be negotiated.
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The Investment Canada Act provides that where the Minister believes that a non-Canadian has
acted contrary to the provisions of the Investment Canada Act, the Minister may send a demand
requiring compliance. Where a non-Canadian fails to comply with such demand, the Minister may
apply to a superior court for an order. These powers have not been exercised to date.

Provincia licensing agencies have their own monitoring and enforcement procedures with the
ultimate penalty of suspension of the license.

(k) Opportunities for comment (foreign and domestic) on existing foreign investment regulations,
or for proposed changes to the foreign investment regime.

Regulations made under the Investment Canada Act are published in the Canada Gazette.
Government of Canada policy is to allow for a public comment period with respect to new
regulations. As a matter of practice, any significant regulatory changes are discussed with the
industry sectors that would be affected by the changes and with the legal community that
represents companies in the sectors. The final form of regulations, after approva by Governor in
Council, is made public through publication in the Canada Gazette.

() Therole of sub-national agencies in the approval process.

In conducting the review process, Industry Canada and/or the Department of Canadian Heritage,
consult with any province directly affected by the investment.

Sub-national agencies also play an important role in soliciting greenfield investment and provide
facilitation services in the implementation stage of such investments.

2. Most Favoured Nation Treatment/Non-discrimination between Sour ce Economies

() List and description of the scope of any exceptions to most favoured nation treatment in
relation to the establishment, expansion and operation of foreign investment.

Description of international agreements to which Canada is party which provide for a possible
exception to MFN treatment.

Foreign investments are accorded national treatment and MFN status in accordance with
international agreements signed by Canada that cover investment (e.g., WTO, the NAFTA, the
Chile-Canada hilateral protection agreements). These international agreements contain some
derogations from these principles, which are clearly laid out in those agreements.

3. National Treatment

(a) List and description of sectors subject to exceptions to national treatment for the purpose of
foreign investment and the nature of the exception (e.g., requirements for joint ventures, linkages
between export ratios and equity participation, technology licensing).

Refer to section B(2).
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(b) Description of nature and scope of any limitations on foreign firm's access to sources of
finance.

There are no restrictions to foreign investor’s access to Canadian sources of finance.
4. Repatriation and Convertibility

(a) List and description of any regulations which restrict the repatriation of funds related to
foreign investment, such as profits, dividends, royalties, loan payments and liquidation.

There are no restrictions.
(b) Brief description of the foreign exchange regime.

There are no restrictions. Exchange rates are determined on the basis of supply and demand
conditions in the exchange market.

(¢) Redtrictions on the convertibility of currencies for the overseas transfer of funds.
There are no restrictions.
5. Entry and Sojourn of Personnel

(&) Permits/entry visa requirements for non-resident staff of foreign firms and brief description of
the nature of the entry restriction.

(b) List and description of any restrictions by law or regulation on the entry/sojourn of foreign
technical/managerial personnel and their accompanying family members.

Canada’'s Immigration legidation stipulates that only Canadian citizens and permanent residents
have aright to work in Canada without being subject to regulation, and that with some exceptions,
no persons shall engage or continue in employment in Canada without a valid and subsisting work
permit. It further recognizes that there is a need to admit foreign workers to complement the
labour market or to benefit Canada, while ensuring that Canadians continue to have employment
opportunities.

In order to work in Canada in an employee-employer relationship or under contract to a Canadian
enterprise, aforeign worker will require awork permit. Generally an application for awork permit
should be made at a visa office abroad before leaving for Canada. Application for extension can be
made from within Canada.

There are over forty different mechanisms to permit temporary foreign workers to be issued with a
work permit. These are based on labour market assessment; to honour international commitments
(i.e. NAFTA, GATS, CCFTA); where significant benefits exist for Canada; where reciprocal
employment opportunities exist for Canadians, and to fulfill social, cultura or humanitarian
objectives.

The principa categories which apply to “business’ can be summarized as follows:
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? Confirmation of offer of employment (a labour market assessment provided by Human
Resources Development Canada (HRDC)) which addresses skill shortages of various sectors of
industry (e.g. skilled workers such as software speciaists)

? thtracompany transferees for managers, executives and persons with specialized knowledge
transferred within the same company

? Praders and Investors for NAFTA and Canada-Chile business persons seeking to conduct trade
or establish services to operate an investment.

? Professionals for NAFTA and Canada-Chile business persons
? Belf employed for persons establishing a business which may result in direct employment

? Workers generating significant benefits to Canada — including training personnel providing
instruction in Canadian subsidiaries or headquarters.

Individuals may also be admitted to Canada to carry out business or trade related activities without
the need for a work permit. They may work for or represent foreign companies or organizations
and are not considered to seek to enter the domestic labour market to compete with Canadian
workers. For instance, GATS business visitors are permitted entry to market their services,
including establishing a business. They are considered visitors and will not be documented on a
work permit but are still subject to the requirement for a temporary resident visa if applicable.
Entry is usually for short durations of stay.

Canada has a business program for immigrants designed to attract experienced business people
who will create jobs ad contribute to economic development. There are three categories of
business immigrants — entrepreneurs, investors and self -employed persons.

Genera provisions of the Immigration and Refugee Protection Act and Regulations apply to al
temporary foreign workers. The most obvious is the general requirement for proof of identity and
citizenship (passport). Citizens of some countries need to obtain a Canadian temporary resident
visa before coming to Canada. Provisions of Immigration legidation also exist to bar the entry of
persons with a criminal record, persons who are likely to be a danger to public health or to public
safety or whose admission may cause excessive demands on health or social services.

Dependents may accompany the foreign worker to Canada, provided they meet the entry
provisions which apply to al visitors to Canada. Spouses/common-law partners may apply for
their own work permit and in certain cases are exempt from HRDC labour market assessment.

For more information on working in Canada, please visit the following web site
http://www.cic.gc.ca/english/work/.

(c) Description of regulations relating to personne management of foreign firms, e.g., minimum
wage laws, minimum requirements for training or employment of local staff.
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(d) Summary of domestic labour laws which apply to foreign firms in the context of labour
disputes/relations.

In Canada, responsibility for the regulation of labour relations is divided between the federal
government and the governments of the ten provinces and three territories, with the mgjority of
employees and employers subject to the labour laws of the province or territory in which they
work or operate. All companies operating in Canada, and all employees working in Canada,
including temporary foreign workers, are subjectto Canadian labour laws.

Canadian labour laws are generally divided into four areas. industrial relations, employment
standards, occupationa safety and health, and workers' compensation.

Industria relations legidation in each Canadian jurisdiction provides a framework for organizing
and collective bargaining. The rights of workers and employers to join organizations and to
participate in their lawful activities are recognized and protected. Legislation encourages
collective bargaining and the voluntary resolution of disputes with the assistance of conciliation
and mediation services.

Employment standards legislation covers such topics as minimum age for employment, hours of
work and overtime pay, minimum wages, equal pay, weekly rest-day, genera holidays with pay,
annual vacations with pay, maternity and parental leave and individual and group terminations of
employment. Minimum wages vary between the provinces and territories.

Occupational health and safety legidation sets out the general duties of employers and workers
with respect to safe workplaces. Regulations specify technical requirements that must be complied
with, set standards that must be met, and prescribe procedures that must be followed to reduce the
risk of occupational accidents and diseases.

Workers' compensation systems provide appropriate compensation for work-related disabilities
and assist injured workers and their employers by providing timely health care and rehabilitative
support to facilitate the efforts of injured workers to return to work.

Information on labour legidation in Canada is avalable on the Internet at:
http://labour .hrdc-drhc.gc.ca

Information on workers compensation systems is available on the Internet at:
http://www.awcbc.org/english/wch links.htm

6. Taxation

() List and brief summary of all taxation arrangements affecting foreign investment, including
corporate income tax rates, indirect taxes, withholding taxes, double taxation agreements.

Foreign investors carrying on business in Canada are subject to the same tax rules as other
enterprises. Corporations resident in Canada are subject to corporate income taxes, which are
generally imposed similarly regardless of whether the corporation is owned or controlled by
Canadian or foreign investors. Resident corporations are taxed on the basis of their worldwide
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income. Foreign investors carrying on business through Canadian branches of non-resident
corporations are taxed in Canada in respect of their income earned in Canada. The statutory
federal rate of corporate income tax will be 23% as of 2003, and will drop to 21% in 2004. A
surtax equivalent to 1.12% of corporate income aso applies. Provincia governments also tax
corporate income on a basis similar to the federal government. The average provincial corporate
income tax rate will be 12% in 2003, and will decline to about 9.8% by 2006.

Canada applies a 25% statutory rate of withholding tax on payments to non-resident investors of
interest, dividends, rents, and royalties. These rates are generaly reduced or eliminated under
double taxation agreements. There is no withholding tax on payments of interest on government
debt or long-term corporate debt.

The federal and most provincia governments levy general sales taxes and product specific taxes
in Canada. The federal Goods and Services Tax (GST) is a value-added tax that applies to most
goods and services consumed in Canada. The GST is not generally charged on exports.
Suppliers of goods and services collect GST on their domestic supplies. GST-registered suppliers
are entitled to receive input tax credits for the tax paid on their imports of goods and services as
well as on domestic purchases used in the course of commercia activities. Several provinces have
harmonized their sales tax regimes with the federal government, while others either operate their
own sales tax systems or do not impose sales tax. There are no specia indirect tax considerations
for non-resident investors.

Canada has double taxation agreements in force with 76 countries. Additional treaties ae signed
but not yet in force, or under negotiation or re-negotiation. A complete list of these treaties, their
dstatus, and the text of signed treaties are available a the following Internet address:
http://www.fin.gc.ca/treaties/treatystatus e.html.

7. Performance Requirements

(a) Brief description of performance requirements that could impose limits on trade and
investment and indicate any Trade-Related Investment Measures (TRIMS).

Canada adheres to the obligations of the WTO Agreement on Trade Related Investment Measures.
Canada has made additional and more rigorous commitments on performance requirements within
the NAFTA and Canada-Chile Free Trade Agreements. Canada also has made performance
requirements commitments in each of its bilateral FIPAs.

8. Capital Exports

(a) List and brief description of regulationg/institutional measures that limit capital exports or the
outflow of foreign investment.

There are no restrictions.
(b) List and brief description of regulations/institutional measures that limit technology exports.

There are no restrictions.
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9. Investor Behavior

(a) Laws, regulations or administrative guidelines/policies, of which the observance by foreign
investors is of particular concern to the member econony.

Foreign investors and domestic investors alike are expected to observe al laws, regulations and
administrative policies that are in place in Canada. Canada endorses the OECD Guidelines for
Multinational Enterprises. These guidelines sa out voluntary principles and standards of
responsible conduct which will help to promote and protect the environment and human rights, and
uphold labour standards.

10. Competition Policy
(a) Brief outline of the competition policy regime.

Competition is essential for an efficient market economy. It encourages healthy rivalry, innovation
and productivity. With competitive forces at work, consumers are provided with quality products,
choice and best possible price. A competitive economy a home enhances a nation's
competitiveness abroad.

Canadas principal laws aimed at the protection of competition are embodied in the federa
Competition Act, R.S.C., 1985, c. G34, as amended, which came into force on June 19, 1986,
replacing the Combines Investigation Act which has antecedents dating from 1889. The
Competition Act (the Act) is alaw of genera application which establishes basic principles for the
conduct of business in Canada. The purpose of the Act is to maintain and encourage competition
in Canada in order to:

- Promote the efficiency and adaptability of the Canadian economy;

- expand opportunities for Canadian participation in world markets while at the same time
recognizing the role of foreign competition in Canada;

- @nsure that small and medium-sized enterprises have an equitable opportunity to participate in
the Canadian economy; and

- provide consumers with competitive prices and product choices.

Canada's competition legislation applies to al sectors of the economy. All business is subject to
the Act, with the exception of selected activities specifically exempted such as collective
bargaining, amateur sport or regulated industries subject to other legidation. Section 2.1 of the Act
expressly provides that the Act is binding on Crown corporations in respect of commercia
activities engaged in by such corporations in competition with other persons.

The Competition Bureau (the Bureau) of Industry Canada is the branch of the federal government
that carries out the enforcement and administration of the Act under the supervision and authority
of the Commissioner of Competition (the Commissioner). The Commissioner is an independent
law enforcement official responsible for the administration and enforcement of the Act, aswell as
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three statutes involving the labeling of consumer products, textiles and precious metals. He is
appointed by, and serves at the pleasure of, Cabinet with a mandate to promote competition in
Canada.

Competition law in Canada consists of both crimina offences and civil reviewable matters.
Criminal charges are prosecuted before the various courts of criminal jurisdiction in each province.
The Federal Court of Canada, Trial Division, aso has jurisdiction with regard to indictable
offences. The Commissioner initiates legal proceedings in non-criminal reviewable matters by
filing an application with the Competition Tribuna. The Commissioner is also responsible for
giving competition policy advice to government and for statutory representations before regulatory
boards.

The Bureau has four enforcement branches organized along functional lines: mergers, civil matters,
criminal matters, and fair business practices. The enforcement branches are primarily responsible
for investigative work and litigation support for cases that proceed before the Tribunal or the
courts. The Bureau aso has an Economics and International Affairs Branch that provides
economic policy analysis, economic support for enforcement matters and coordinates relations, in
both policy and transactional matters, with competition enforcement authorities in other countries
and at international fora such as the OECD and the WTO. The Bureau also has a Compliance and
Operations Branch that is responsible for the coordination of compliance initiatives with the
business and legal communities and the public at large, as well as for coordinating management
functions within the Bureau. Finally, the Bureau has a permanent Amendments Unit, whoseroleis
to ensure that the legidation is kept up-to-date, and a Communications Unit.

The Competition Tribunal is a quasi-judicia tribunal, which operates at arms' length from the
Commissioner. Whereas the Commissioner's role is investigatory, the Tribuna's is exclusively
adjudicative. It was created in 1986 with a view to developing special expertise in competition
matters. The Tribunal consists of judges of the Federal Court, Triad Division, as well as lay
members. It sitsin panels comprised of both judicial and lay members, with only judicial members
deciding questions of law. The Tribund's structure has been upheld as respecting the
Congtitutional right to a hearing by an independent and impartia tribunal.

The Tribunal may issue orders designed to remedy the effects of non-criminal or civil conduct in
guestion. The Tribunal may also issue orders with the consent of the Commissioner and the
persons in respect of whom the order is sought.

The Competition Tribuna Act provides that any affected person may apply for leave to intervene
in proceedings before the Tribunal to make representations relevant to those proceedings, except
in respect of fair business practices matters. This Act aso provides rights of intervention before
the Tribunal to provincial attorneys general. The Commissioner also initiates legal proceedings in
merger matters by filing an application with the Tribunal. However, parties to a proposed merger
are encouraged to approach the Commissioner early in the process to determine if there are
potential competition concerns, and if there are concerns, to determine whether they can be
resolved without resorting to litigation. Leave may be sought to appeal to the Supreme Court of
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Canada. Private litigants may sue for actual damages resulting from conduct contrary to the
criminal provisions of the Act or abreach of a Tribuna or Court order made pursuant to the Act.

For further information concerning competition policy in Canada please visit the Canadian
Competition Bu

11. Other measures

(@) List and brief description of current intellectual property protection laws and recent
enforcement efforts that have contributed to the security of the legal environment for foreign
investment.

Intellectual Property

Intellectual property is protected in Canada principally by six federal statutes governing rights to
inventions (Patent Act); trade-marks (Trade-marks Act); literary, dramatic, musical or artistic
works, and related rights (Copyright Act); industrial design (Industrial Design Act); plant breeding
(Plant Breeders Rights Act); and integrated circuits (Integrated Circuit Topography Act). These
Acts are administered by the Canadian Intellectua Property Office (CIPO) of the Department of
Industry except for the Plant Breeders Rights Act, which is administered by the Canadian Food
Inspection Agency. Undisclosed information of commercial value is protected by federal and
provincia statute and jurisprudence.

Canada supports effective intellectual property protection, that provides certainty and transparency
to encourage marketing of goods, services, technology and entertainment; investment in R&D and
innovation; and licensing arrangements (transfer of technology) to establish or expand existing
business investment. Canada continues to improve intellectual property laws and their
administration, to ensure adequate protection for owners of intellectual property, including
effective mechanisms for enforcement of rights.

Canada recognizes the importance of intellectual property to the Canadian economy and is
committed to developing effective intellectual property laws throughout the world. This is
reflected in Canada's active participation in the work of the World Trade Organization, Council
for Trade-Related Aspects of Intellectual Property (TRIPs), and the World Intellectual Property
Organization (WIPO). Canada has adhered to the following international treaties with IP
obligations:

Paris Convention for the Protection of Industrial Property

- Berne Convention for the Protection of Literary and Artistic Works

- Bniversa Copyright Convention

- Patent Cooperation Treaty

- Rorth American Free Trade Agreement

- World Trade Organization Agreement, including TRIPs

- Budapest Treaty on the International Recognition of the Deposit of Microorganisms for the
Purposes of Patent Procedure
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- Rome Convention for the Protection of Performers, Producers of Phonograms and
Broadcasting Organizations

C.INVESTMENT PROTECTION

1. Expropriation and Compensation

(a) List and summary of laws and regulations relatin