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Annual Holidays – new entitlement

• What?
• Increase in minimum entitlement to four weeks per year

• Why?
• Holidays Act 2003

• “balance between work and life outside of work”

• International comparison

• When?
• The employee’s next anniversary date on or after 1 April 2007



Annual holidays – anniversary dates

• Anniversary date 
• annual anniversary of commencement of employment with 

employer

• Examples:
• anniversary date of 8 April 

• entitlement to minimum 4 weeks’ annual leave per annum begins 
on 8 April 2007

• anniversary date of 2 February
• entitlement to minimum of 4 weeks’ annual leave per annum 

begins on 2 February 2008

• Accrual vs entitlement
• payroll systems



Annual holidays – more than four weeks?

• Employees who already have four (or more) weeks 
per year

• service based entitlement

• recognition of shift work

• negotiated

• Default position
• no change to entitlement

• Depends on employment agreement
• NZ Tramways



Annual holidays – more than four weeks?

• Common possibilities (put simply):
• base entitlement is four weeks or more

• no change to entitlement

• entitlement to three weeks, increasing to four weeks for X 
reason or at X time

• no change to entitlement

• entitlement to three weeks plus an additional week for X 
reason or at X time

• likely to increase to five weeks 



Annual holidays – more than four weeks?

• Other considerations (not quite so simple!):
• Is the annual holiday entitlement expressed to be “in 

accordance with the Holidays Act”?
• Does the employment agreement predate the Holidays Act 

2003?
• What rules apply to the fourth or additional week of annual 

holidays under the employment agreement?

• A matter of negotiation

• Will five weeks become the norm?



Questions?



KiwiSaver - overview

• Voluntary scheme – designed to encourage long-term 
saving

• Key parts come into force from 1 July 2007

• New employees will be automatically enrolled in 
KiwiSaver, but may opt out between 2 – 8 weeks from 
employment starting

• Existing employees, self-employed, and others who 
are not caught by the automatic enrolment provisions 
can ‘opt in’



KiwiSaver – new employees

• Employees who are aged between 18 and 65 years 
who start “new employment” will automatically be 
enrolled in KiwiSaver

• New employment does not include:
• Casual or temporary employees who work for 28 days or less

• Where the employee remains on the same payroll (ie change 
in position or promotion)

• Where the employer’s business is acquired by a new 
company for the purpose of carrying on the same or similar 
business



KiwiSaver - operation

• Once enrolled, deductions are made from gross salary/ wages

• This includes bonuses, commission, extra salary, gratuity, 
overtime or any other kind of remuneration

• Deductions are made alongside PAYE deductions

• Deductions are either 4% or 8% 
� the 4% or 8% can be made up of part or all employer contributions 

� employer contributions are exempt from SSCWT (specified 
superannuation contribution withholding tax) 

� tax exemption has a cap of the lesser of the employee’s contribution 
or 4% of employee’s gross salary or wages



KiwiSaver - contributions

• Deductions begin from first pay day of employee 
starting new employment

• Contributions are forwarded to IRD

• Contributions are kept in a holding account for 3 
months initially, then forwarded with interest to the 
employee’s chosen scheme provider

• Where employee opts-out of KiwiSaver, the initial 
contributions are returned



KiwiSaver – types of schemes

• Three kinds of KiwiSaver scheme: 
� employee chosen scheme

� employer preferred scheme

� default scheme

• Can only be a member of ONE scheme 

• Existing schemes

� employers with existing schemes may apply to be exempt 
from the automatic enrolment provisions if the scheme meets 
certain criteria



KiwiSaver - information to employees

• All employers are required to provide an information pack 
within seven days:

• to new employees
• to existing employees who opt in
• to existing employees who request a pack

• If the employer has an employer preferred scheme the 
information pack must contain:

• An investment statement of that scheme
• A notice that if the employee doesn’t choose their own scheme 

contributions will be deducted to that scheme

• Employers will not be held liable as investment advisors 
where they have selected a scheme



KiwiSaver - information to IRD

• An employer must notify IRD:
• That a new employee has started employment or an existing 

employee has chosen to opt in, and forward on the employee’s 
name, address, and IRD number

• If an employee is leaving employee’s employment and is no longer 
eligible for membership in an employer preferred scheme

• If it is a situation where an employee hasn’t actually started new 
employment i.e. an amalgamation

• If an employee chooses to opt out

• Of any contributions holiday applications from employees

• By providing any applications from employees to transfer schemes or 
transfer rates

• Information given to the IRD in the Employer Monthly Schedule



KiwiSaver - information from IRD

• Employers will be notified by the IRD on a number of 
matters including:

• Where an employee opts-in and contracts directly with a 
KiwiSaver scheme provider

• If a new employee is already a member of a KiwiSaver 
scheme

• If an employee has been granted a contributions holiday

• If an employee has opted-out



KiwiSaver - incentives

• $1,000 “kick start” contribution into KiwiSaver account

• As yet undefined rebates on some scheme fees

• After 3 years a “deposit subsidy” of up to $5,000 towards first home

• Mortgage diversion: part of a person’s KiwiSaver contribution could go 
towards paying off a mortgage. The rest of the contribution goes into 
KiwiSaver account

• Exemptions on employer contributions from SSCWT (up to the specified 
limit)



KiwiSaver - relief from KiwiSaver

• Contributions locked in
� until greater of retirement (65) or for a 5 year membership 

• Contributions holidays
� available after first 12 months for between 3 months - 5 years (can 

apply earlier if significant financial hardship)

• Withdrawals:
� purchase of first home
� in “material unforeseen circumstances” where there is “significant 

financial hardship”
� serious illness
� other circumstances e.g. permanent emigration
� death



KiwiSaver - penalties

• Employers may have to pay a penalty if they don’t comply with 
the obligations under the Act

• Employer may be penalised where they:
• fail to provide information to employees
• fail to make correct deductions
• incorrectly make deductions
• withhold employee contributions

• Before a penalty is awarded, IRD has to give notice to the 
employer in the preceding 12 months that a penalty may be 
awarded

• IRD is able to use information obtained under the KiwiSaver Act 
for other IRD purposes 



KiwiSaver - keeping informed

• Before May 2007 IRD will write to all employers with 
information on KiwiSaver

• In May 2007 IRD will distribute KiwiSaver information 
packs and starter kits

• Information is available on the KiwiSaver website 
www.kiwisaver.govt.nz



KiwiSaver - practical issues

• Implications if an existing scheme is in place:
� apply for exemption?

� amend to KiwiSaver?

� offer both options?

• Ensure processes in place to meet the KiwiSaver requirements:
� opting in/opting out/contributions holidays

� deductions through the payroll system

� employer contributions

� salary sacrifice – how much of a benefit is this to the employee?

• Employer superannuation contributions may become a 
bargaining issue for employees/unions



Questions?


