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December 2008 
KiwiSaver Changes 

 
As expected, the National-led Government has 
passed under urgency some key changes to 
KiwiSaver.   
The changes were part of a wider package of 
measures which included reductions in 
personal tax.   
 
Outline of the changes to KiwiSaver 
The following changes are to take effect from 1 
April 2009. 
• Employees will have the choice of 

contributing at 2%, 4% or 8% of their gross 
salary or wages.   The default contribution 
rate for new employees joining on or after 1 
April 2009 will be 2%. 

• Compulsory employer contributions will be 
capped at 2% of gross salary or wages.   

• The employer tax credit will be removed. 
• The exemption from Employer 

Superannuation Contribution Tax (ESCT) 
will be limited to 2% of salary or wages.   
Previously the exemption applied on the first 
4% of the employer contribution to 
KiwiSaver. 

• The Member Tax Credit will be effectively a 
dollar for dollar amount up to a maximum of 
$1,043 each year.   
This change was not part of the National 
Party’s pre-election KiwiSaver policy.   
National’s previous policy had been to cap 
the Member Tax Credit at 2%.   This would 
have resulted in a situation where a member 
earning under $52,000 pa would have 
received a Member Tax Credit of less than 
$1,043 pa even if they chose to contribute 
above the 2% minimum rate. 

• The annual $40 fee subsidy will be removed.   
Again, this change was not part of the 
National Party’s original KiwiSaver policy, 
but was introduced so as to mitigate the cost 
of the changes to their Member Tax Credit 
policy. 

 
Total Remuneration 
A total remuneration approach to KiwiSaver is 
once again permitted.   The recent amendment 
to the KiwiSaver legislation requiring employer 
KiwiSaver contributions to be paid on top of 
salary has been repealed.   Now employers can 
offer employees the choice of taking the 
KiwiSaver subsidy as pay in the hand or as a 
KiwiSaver contribution. 

This change has been backdated to 13 
December 2007, the date on which the 
legislation dealing with employer contributions 
to KiwiSaver was originally passed. 
 
Our View 
The changes reduce the incentives provided to 
KiwiSaver members, most significantly by the 
capping of the compulsory employer 
contribution at 2% of salary or wages and the 
removal of the exemption from ESCT on 
employer contributions above 2%. 
 
Since its introduction KiwiSaver has proved 
extremely popular, with total enrolments now 
exceeding 850,000.   The introduction of the 2% 
contribution rate is likely to further increase the 
numbers of new members enrolling.   The 
option of that lower rate may also have the 
effect of reducing contribution holidays. 
 
The change in the legislation permitting a total 
remuneration approach is welcome, particularly 
for those employers who incorporate KiwiSaver 
within a wider superannuation package.   An 
arrangement whereby an employee can choose 
how their total employer contribution is invested 
(for example in KiwiSaver, a non locked-in 
master trust scheme, or a combination of both) 
is once again permitted. 
 
Employers should review the arrangements that 
they currently have in place in the light of these 
recent changes. 
 
Many employers with defined contribution 
arrangements have introduced diversion 
options whereby the first 2%, 3%, or 4% of 
employer subsidy goes to KiwiSaver.   These 
arrangements in particular will need to be 
reviewed in the light of the changes. 
 
 
 

 

For further information please contact: 

Auckland  
Bernard Reid (09) 300 7163  
Mark Weaver (09) 300 7156 

Wellington 
Ian Midgley (04) 499 0277 

John Melville  (04) 499 0277 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


