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Employment and Tax Update
National’s KiwiSaver and 
Superannuation Policy
Last week the National Party released its KiwiSaver and Superannuation policy.  National says 
that its proposed changes to KiwiSaver will make the scheme more affordable for workers and 
employers (and the Government).  At the same time, the proposal is likely to make KiwiSaver a 
less attractive savings vehicle overall, particularly for workers on lower incomes.  

Perhaps the most significant aspect of National’s KiwiSaver policy is the implicit 
acknowledgement that KiwiSaver will remain a permanent feature of the employment 
and investment landscape for the foreseeable future.  National has confirmed that the 
basic features of the current scheme, including: automatic enrolment and deduction from 
an employee’s wages; the $1,000 kick start and annual fee subsidy; compulsory employer 
contributions and member tax credits are all here to stay.

However, National has said that it believes some adjustments to KiwiSaver will ensure that the 
scheme remains affordable and sustainable over the long term.  National has projected that its 
proposed changes will save the Government around $3 billion over the next 4 financial years.  

The key changes to KiwiSaver proposed by National are:

to reduce the rate of minimum employee contributions from 4% to 2%;•	

to discontinue the employer tax credit; and•	

to repeal the most recent Employment Relations Act amendments to KiwiSaver.•	

Minimum employee contribution rates
The first proposal is to discontinue the incremental increases in the minimum contribution 
rate for employers and to cap the minimum employee contribution rate to 2% of gross salary 
from 1 April 2009.  Employees and employers will be able to make voluntary contributions 
at a higher rate but the exemption from employer superannuation contribution tax (ESCT) 
will not apply to employer contributions that are in excess of the 2% compulsory minimum 
contribution. 

National says that the reduction in minimum contributions would make KiwiSaver affordable 
to a greater number of employees while also increasing their take home pay.  National has also 
indicated that it will review KiwiSaver in due course with a view to introducing an alternative 
option providing for higher contribution rates from both employers and employees if 
economic conditions permit.
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The member credit will continue to be available under National up to the current maximum of $1040 per year.  There was initially 
some confusion when the policy document was released, with some commentators suggesting that employees would only be 
eligible for the credit to the extent it matched the employee’s minimum contribution.  This would have meant that an employee 
earning less than $52,000 a year would miss out on the full benefit of the member credit.  Subsequent National Party statements 
have indicated that this aspect of the policy requires further elucidation and we expect that the member credit will be matched 
against both compulsory and  voluntary KiwiSaver contributions; meaning that employees on lower incomes will enjoy the full 
benefit of the member credit provided they make a total contribution of at least $1,040 a year. 

Discontinuing the employer tax credit
Currently, employers are entitled to an employer tax credit of up to $1,040 per year in respect of employer 
contributions to an employee’s KiwiSaver scheme.  From 1 April 2009, National proposes to discontinue this credit.  
The employer tax credit was introduced by the Government to help off-set the cost of making compulsory employer 
contributions for each KiwiSaver member.  National has said that its proposed cap on the employer’s minimum 
contribution rates means that there is no longer any need to offset the cost with an employer tax credit.   

Currently, certain employers are contributing more than the statutory minimum to their employee’s KiwiSaver scheme on 
the basis that these contributions are free of ESCT and because that contribution is funded by a tax credit (up to a maximum 
$1,040 per year).  The employer tax credit was thus operating as an additional source of funding for employers to increase 
the overall level of KiwiSaver contributions for lower income earners.  Under National’s policy, the incentive to contribute at a 
higher rate than the statutory minimum will be removed.  This is because any contribution over the minimum contribution rate 
will no longer be funded by the employer credit and will be subject to employer superannuation contribution tax (ESCT).

A further consequence of the proposed changes is that the treatment of employees and independent contractors will be 
more closely aligned.  Employer contributions (and exemptions on those contributions from ESCT) generally make KiwiSaver a 
more attractive scheme for employees than it is for independent contractors.  The reduction in the ESCT exemption and state 
subsidised employer contributions will mean these differences will be less pronounced under National’s KiwiSaver scheme.

Repeal of recent ERA amendment
 National has announced that it would repeal the recent amendment to the Employment Relations Act that effectively prevents 
employers from entering into “total remuneration” arrangements with its employees.  This amendment was said to be targeted at 
employment arrangements that were considered to “discriminate” against KiwiSaver members, in circumstances where employers 
required KiwiSaver member employees to take a pay cut to fund the employer contribution.  However, the effect of that 
legislation is extremely broad and also prohibits otherwise legitimate “total remuneration” arrangements where employees have 
chosen, on an informed basis, whether to take part of their remuneration in the form of salary or wages or in the form of KiwiSaver 
contributions.  While repealing the changes to the ERA, National has also stated it will amend the KiwiSaver Act to make it clear no 
employee can have their gross taxable pay reduced as a consequence of joining KiwiSaver.  It is not clear how this will be achieved.

Next steps?
Many employers have understandably become exasperated with the constant changes and proposed changes to KiwiSaver.  If 
further changes are made, then employers will need further advice on whether their employment agreements (and any other 
contractual arrangements) reflect and comply with the legislation and how to get the best out of the revised scheme.  In the 
meantime, employers should take care to ensure that their employment agreements are worded with sufficient flexibility to allow 
them to comply with future legislative changes.  Agreements that specify the amount of KiwiSaver contributions should allow 
sufficient flexibility to adjust that rate if the minimum contribution rates change or the employer tax credit is eventually scrapped.

Please contact us if you would like any advice in managing any aspects of KiwiSaver including making sure that you 
have a KiwiSaver strategy which best suits your own particular circumstances now and over a longer term.  
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Disclaimer
The information contained in this update is intended as a guide only. Professional advice should be sought before applying any of the information to particular circumstances. While 
every reasonable care has been taken in the preparation of this update, Minter Ellison does not accept liability for any errors it may contain. Minter Ellison Rudd Watts is aware of the 
challenges that arise from climate change so are being environmentally responsible by using offset paper, manufactured using ECF pulp, sourced from sustainable well managed forests 
by Nordland Mill - an FSC certified mill.
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