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Making KiwiSaver more cost-effective 

Executive summary 
----~--------------------------------------------------

This report outlines changes to KiwiSaver for Budget 2011 that could potentially boost 
national saving, relative to what would be expected under present policy settings, by altering 
the balance towards more private saving and lower government contributions. lt sets out 
changes to government subsidies that would generate immediate fiscal savings, and analyses 
options to increase private saving by boosting membership through a one-off enrolment 
exercise and by encouraging higher contribution rates. Modelling results are given in terms of 
the impact on the Net International Investment Position 1 (NIIP), expressed as a percentage of 
GDP, in ten years' time, compared with what would be expected under the status quo. NIIP 
cwTently stands at a.row1d 85% ofGDP. 

Increasing Government savings 

Through direct subsidies and forgone tax (Employer Superannuation Contribution Tax 
(ESCT) exemption), the Government contributes over a billion dollars to individual accounts 
per annum, estimated at about 40% of total contributions in 2009110. As noted in our last 
report (1'2011/72 refers), over $500 million a year could be saved by removing the ESCT 
exemption and reducing the member tax credit rate to 50 cents per $1 member contribution 
and cap to $521.43 a year (around $10 per week). In the Longer tenn we expect that reducing 
these subsidies, where savings are used to pay down debt, will lead to a reduction in 
New Zealand's net foreign liabilities by around 1 to 1.5 GDP percentage points in ten years' 
time compared to the status quo. However, unless individual KiwiSaver members respond by 
increasing their own contributions, this will reduce overall contributions to KiwiSaver 
accounts and hence reduce individual KiwiSaver balances at retirement. 

1 The cxtcniiO which foreign..owncd assets in New Zealand exceed New Zeal and-owned foreign assets 

TIOII/223, PAD2011/018: Making KiwiSaver more cost-effective rage 1 



Increasing private savings: wider participation 

[2][6] 

Increasing private savings: deeper participation 

Although the present default employee contribution rate stands at 2% of wages, members are 
contributing more than 3% on average, with more than half contributing at least 4%. This is 
because the majority of members have stuck with the default contribution rate which applied 
at the time they joined. Increasing the default rate for new members to 4%, while still 
allowing them to opt-down to 2%, would be a simple way to increase contributions for new 
members entering the scheme but is not expected to have a great impact on the overall saving 
position in itself, given that many members are already al the 4% rate. We model a further 
improvement in the NIIP (on top of the changes already proposed) of about 0.35 GDP 
percentage points in ten. years'· time. 

Increasing employer contributions- for example, by requiring that they match employee level 
of contribution up to 4% - would have a larger impact, as over 90 percent of employers 
contribute the minimum of 2%. We estimate that this would boost the NIIP by between 0.9 
and 1.15 GDP percentage points in ten years' time. 1t would also provide a strong incentive 
for new and existing members to increase their own contribution rate, while allowing those 
who still wish to contribute at 2% to do so. Higher employer contributions could also help to 
offset the impact on individual KiwiSaver accounts from lower government contributions, 
although for many lower income earners the offset will not be full. 

This change would increase labour costs for most employers (including the Crown as an 
employer) nnd we would expect these costs to be absorbed within wage settlements or other 
costs over the medium tenn, such that the bulk of the cost would still be borne in the end by 
employees (including those who are not members of KiwiSaver). Staggering the increase 
over time would help employers to spread this cost over a number of years. 
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Implications for the Crown as employer 

Any of these approaches will also affect the Crown in its capacity as an employer across the 
entire State sector where there is already a complex landscape of existing retirement and 
savings schemes, many of which have been designed with different principles lo KiwiS aver. 
We estimate a one-off enrolment would increase the cost of Crown employer conlributions by 
between $70 to 80 million, and requiring matching employer contributions up to 4% could 
cost a further $120 to $150 million. The Treasury will consult with SSC and report to you 
separately on how your decisions affect the wider State sector. 

Savings Working Group 

This package of changes meets some of the recommendations of the Savings Working Group. 
Other changes are also worth further examination in slower time, notably adjustments to the 
number and nature of default providers with a view to reducing fees and improving the match 

with members' interests. However, changes to KiwiSaver, including the changes proposed in 
this paper, may reduce perceptions of the stability and predictability of the scheme, and hence 
undermine confidence for individuals attempting to plan their savings for their own 

retirement. This risk will need to be addressed in developing messaging around the Budget 
package as a whole. 

Recommended action 

We recommend that you: 

a) agree to remove the ESCT exemption for KiwiSaver and complying superannuation 
funds, with effect from 1 April 2012. 

~ol agreed Agreed/l'lolol!"'ool 

b) agree to apply the progressive scale method to ESCT calculations generally. 

~ot agreed Agree~ 

c) agree to halve the matching rate of the KiwiSaver Member Tax Credit to 50c per $1 
member contribution, with effect, for all KiwiSaver members, from 1 July 2011. 

~ot agreed Agreed/Not "'>••t«l 

d) agree to halve the cap on the annual Member Tax Credit to $521.43, with effect, for all 
KiwiSaver members, from 1 July 2011 . 

eotagreed Agreed/NQt agreed 
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e) agree to a one-off enrolment, on 1 July 2012, of all eligible employees who have not 
previously been auto-enrolled and are not already members of KiwiSaver or an approved 
superannuation scheme, who do not indicate in advance of the enrolment that they do not 
wish to be enrolled. 

AgreedS ~otagreed 

t) agree to raise the default KiwiSaver contribution rate - the rate at which contributions 
are deducted from wages or salaries, if they do not choose a rate for themselves - for new 
members to 4%, with effect from 1 April 2012. 

~ot agreed Agreed/NOt agteed 

g) agree to retain the m1mmum KiwiSaver contribution rate, for new and existing 
m em hers, at 2%. 

~ot agreed Agreed/Net agrees 

h) indicate whether you wish employers to be required to match their employees' 
contdbutions up to a maximum of 4% of salary and wages, and if so whether you wish any 
increase in employer contributions to be introduced in stages starting on 1 April 2012. , 

I Ah;:( O?Cl· N~ , I A,NJ. 
r ~dtl 

i) no1e that these changes in combination would be expected to deliver ongoing annual 
fiscal savings, and a small improvement in the Net International Investment Position in the 
medium tenn, as set out below: 

Fiscal cost (million) Impact on NHP over ten 
20 11112 20 12/13 2013/14 2014/15 years (percentage points) 

Reducing MTC and 
removing ESCT -396 -554 -576 -600 1.0-1.5% 

One-off enrolment 
of non·members - 409 98 100 0.20-0.45% 

Increase default 
member contribution 
rate 6 27 29 31 0.35% 

Combined increase -390 -118 -449 -470 1.8-2.1% 

Require employer 
matching to 4% 17 82 46 47 0.9-1.15% 

Total increase -374 -36 -403 -423 do/o 
1)£+ 

Noted 
)o' rz.l 

Noted 
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j) agree to announce changes to KiwiSaver settings at Budget, and implement them 
through Budget night legislation which will go through all stages in the House in a single 
Parliamentary day. 

~otagreed 
[2)[6] 

I) note that the Treaswy in consultation with the SSC will report back on the impJications 
ofyow decisions on KiwiSaver for the wider State sector. 

Noted Noted 

m) indicate whether there is more we can do to prepare for wider Ministerial discussion. 

Peter Martin 
Director, Tax Strategy 
for Secretary to the Treasury 

Hon Bill English 
Minister of Finance 
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Peter Frawley 
Policy Manager 

rru~c; 

Hon Peter Duone 
Minister of Revenue 
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Purpose of report 

1. This report sets out options for the forthcoming Budget, aimed at improving national 
savings through shifting the balance of the cost of making contributions to individuals' 
KiwiSaver accounts from the public to the private sector, as discussed with you in a meeting 
with Treasury officials on 31 January 2011. 

2. We show how this could be achieved through a combination of reducing the cost of 
Government contributions on the one hand, and encouraging increased membership and 
increa..<:ed· contributions on the other. Modelling results are given in terms of the impact on 
the NIIP2

, expressed as a percentage of GDP, in ten years' time, compared with what would 
be expected under the status quo. We use this indicator because it was a focus for the Savings 
Working Group, who illustrated how New Zealand's high NIIP relative to GDP feeds through 
to increased vulnerability and higher interest rates. NUP currently stands at around 85% of 
GDP. 

3. Much of our modelling is necessarily dependent on assumptions, for which there is 
minimal empirical evidence, about individuals' and businesses' responses to changes in 
incentives and regulatory requirements. However, the assumptions are consistent throughout 
so we have greater confidence in the relativity between the various results than in their 
absolute levels. 

4. It should be borne in mind that KiwiSaver was designed with the primary purpose of 
enabling individuals and households who might not be saving enough for their retirement to 
do so. It was not explicitly designed as an instrument to boost national savings. It was also 
implemented at a time when Government was running strong fiscal surpluses that enabled 
both debt reduction and contributions to the New Zealand Superannuation Fund (NZSF). Of 
KiwiSaver contributions a proportion represent new savings, with other contributions merely 
substituted from other forms of saving. Individuals may have also reduced their level of other 
savings in response to government contributions. To the extent that KiwiSaver does support 
the switch from consumption to savings, it does so by deferring current consumption today, to 
future consumption in retirement. For these reasons, we conclude that the value of fiscal 
savings made by reducing government contributions outweighs the cost of reducing total 
KiwiSaver accumulations below what they would otherwise be. 

5. Decisions made in this context will also have implications for the Crown as an 
employer. We provide estimates of additional costs through higher Crown employer 
contributions. Officials indicate where additional work is needed on KiwiSaver's fit with the 
existing landscape of retirement savings schemes and to clarify objectives for retirement and 
savings policy in the State sector. 

6. We set out how our recommendations fit with those of the Savings Working Group and 
identify other Savings Working Group recommendations which cannot be implemented in 
time for the Budget but do deserve careful consideration in slower time. 

1 The ~.:Xlent tu whiclt forei~1-uwned usseiS in New Zealand exceed New Zcaland-owncd foreign assets 
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Analysis 

Reducing ftScal cost 

Employer Supera11nuation Contribution Tax exemption 

7. Employer contributions (up to 2% of employee remuneration) to employee KiwiSaver 
accounts and complying superannuation funds are presently exempt from ESCT, which would 
otherwise be payable at the employee's marginal rate: ur al a flat rate of 33%. This benefit is 
almost invisible to KiwiSaver members. It is also the most regressive of the KiwiSaver 
cont~ibutions, since those in higher tax bands get a proportionately greater benefit; 47 percent 
of the benefit goes to the top J 2 percent of earners. As such it is probably the least-value of 
the incen1ives in terms of raising levels of private saving, since higher-income KiwiSaver 
members are the most likely to be saving elsewhere. It costs the Government about 
$175 million a year in revenue forgone. 

8. The Savings Working Group recommended that ESCT be applied to all employers' 
contributions to KiwiSaver (ie the existing exemption be removed). This is also our 
recommendation. 

9. There are currently two main methods employers use to calculate ESCT. The default 
method allows employers to deduct ESCT at a flat rate of 33% from eligible superannuation 
contributions. This method is simpler for employers to apply and so reduces compliance 
costs for small and medium sized employers. However it does mean that those lower-income 
employees who are affected will be overtaxed compared to being taxed on the 'progressive 
scale, 1Uethod or as sala.y or wages; and lhis results in less money going into their 
superannuation accounts. 

10. Employers also have the option to use a 'progressive scale' method. This provides for 
lower ESCT rates to be applied to employers' superannuation contributions in relation to each 
individual's previous year's salary and wage and superannuation contribution levels; it is 
therefore a more accurate proxy to the employee's individual marginal tax rate. 

11. We propose that, at the same time as removing the ESCT exemption, we also remove 
the 33% 'flat rate' option and require all employers to use the 'progressive scale' system 
instead. We do not think this should be a particularly difficult change for employers using 
commercial payroll systems that already have this functionality. 

I 2. Removing the ESCT exemption will impact more heavily on higher earners both in 
absolute tenns and as a percentage of their earnings. A KiwiSaver member earning $100,000 
a year whose employer is contributing 2% of salary, would have their employer contribution 
reduced by $660 from $2,000 to $1,340 (a 33% reduction), the same marginal tax rate as if 
the employer contribution was instead being paid as a salary; while a KiwiSaver member on 
$25,000 a year would lose $87.50 from an employer contribution of $500 (a 17.5% 
reduction). 
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13. Legislatively, removing the ESCT exemption would require amendment to the Income 
Tax Act 2007. Removing the exemption should not cost the employer more. The main 
employer burden would be the additional calculation that they have to complete on payroll. 
However, commercial payroll packages already have this functionality. There will be some 
increase in compliance costs for employers, on a temporary basis, as payroll software is 
reprogrammed to reflect new requirements. However on an on-going basis, compliance costs 
should remain at about the same level as they are now. 

14. Inland Revenue's payroll specialists advise allowing a minimum lead-in time of six 
months from Royal assent~ this lead-in applies both to the ESCT exemption and changes to 
contribution rates. This suggests a start date to tie-in with the start of the tax year (1 April 
2012), as various updates to payroll systems and employer information leaflets are already 
made at that date. 

15. Inland Revenue currently collects ESCT as a gross amount from each employer (i.e. one 
single amount for all employees) . As the numbers of employers paying ESCT increase, 
Inland Revenue will need to increase its data collection requirements from employers to assist 
in forecasting and audit activities. 

Member Tax Credit 

16. The Government currently pays a member tax credit (MTC) up to a maximum of 
$ J ,042.86 a year, into the account of members aged over 18 which matches contributions 
made by the individual during the year. The level of the cap was originally roughly derived 
from 4% of a salary equating to the minimum wage, rounded to the simple and memorable 
figure of $20/week. ll also equates to 2%. the current default savings level, of an annual 
salary of j ust over $52,000, a little over the New Zealand average. About 20 percent of the 
MTC goes to the top 1 2 percent of earners and 52 percent to those earning under $50,000/year 
(about 70 percent of earners). As at 31 January 201 1, MTC payments in the current fmancial 
year (which largely related to KiwiSaver contributions made in the previous year, to 30 June 
201 0) totalled about $665 million. 

17. The MTC has a positive impact on individual KiwiSaver accumulations. but less so on 
long term national savings. Much of it will eventually find its way to increased consumption 
once KiwiSaver members retire. In the meantime, it may also reduce individuals' motivation 
to save their own money (the income effect), and/or encourage them to divert money which 
would otherwise be saved in other forms {the substitution effect). 

18. The Savings Working Group did not provide an opinion about the level ofthe subsidy. 

19. We recommend reducing the matching rate to SOc per $1 member contribution and 
reducing the maximum annual MTC payment to $521.43 (half of present level). From the 
point of view of the individual member, they would still have to contribute at least $1042.86 
($20/week) in order to maximise the MTC. 
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20. Although the lower level of subsidy would remain broadly progressive - subsidies still 
reflect a greater proportion of total Kiwi Saver inputs for low income earners than for higher 
income earners - some low earners may face particularly large reductions in subsidies. In 
particular, low income earners who are already contributing 4% of their income to KiwiSaver 
would lose up to $521 MTC per year, double what someone on the same income contributing 
2% would Jose, and the same amount that high income earner would lose, compared to what 
they are now getting. Nevertheless, KiwiSaver would still offer a very attractive return 
compared to other savings options. 

21. At the national level, assuming no other changes in policy settings and a modest 
response from individual savers, this change, along with the removal of the ESCT exemption, 
would be expected to lead to fiscal savings of more than $500 million per year by comparison 
to the status quo. Where fiscal savings are used to pay down debt, this would lead to an 
improvement in the NIIP in ten years' time of some 1 - 1.5 GDP percentage points. 

22. Legislatively, reduction of the MTC matching rate and cap would require an 
amendment to the Income Tax Act 2007. Administrative costs would not be expected to be 
high, although a start date other than 1 July would mean added complexity. The MTC is paid 
over to providers by Inland Revenue at the end of the June year. This means the lower MTC 
could take effect from I July 2011, this would require Budget night legislation. MTC 
payments for that year would not be made until July 2012, allowing sufficient time for 
systems changes to be made. AJtematively the lower MTC could take effect from 1 July 
2012; this would delay any fiscal savings for a year and will affect costings given at 
paragraph 44. 

Increasing membersllip 

23. KiwiSaver membership now stands at 1.6 million, around 40% of the workforce, with 
about 20,000 new enrolments per month of which around 8,000 auto-enrolments (net of an 
opt-out rate of about 30%). Membership is expected to grow to 2 million by 2013. 

24. The Savings Working Group recommend a one-off enrolment of all employees aged 18 
or over who are not currently in KiwiSaver, but with the ability to opt out Acknowledging 
that this would be fiscally expensive, they suggest spreading the kick-start payment over five 
years, and making payments contingent on ongoing contributions. They estimate that this 
might raise membership to about 60% of the work force. 

[2][6] 
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Raising contributions 

Employee cofltributions 

32. The default (and minimum) contribution rate for employees now stands at 2% of wages 
with. almost half of members now contributing at that rate. In the year to 31 January 2011 
employees contributed a total $1.1 billion to their accounts. As at June 2010, the average 
employee contribution rate was about 3.3%. Of those joining before 1 April 2009, when the 
default employee contribution rate was 4%, 75 percent of members a~:-e still contributing at 
least 4%; while only 20 percent of members joining on or after 1 April 2009, when the default 
rate was set at 2%, have actively chosen a higher rate. 

33 . The Savings Working Group recommended keeping the uummum employee 
contribution at 2% of earnings but increasing the default contribution rate to 4% (so that 
employees can still choose to remain at, or reduce to, 2%). 

34. We would agree that the minimum contribution rate for both new and ex1stmg 
KiwiSaver members should not be raised, as this would increase the price of entry to 
KiwiSaver and exclude members who can afford to contribute at 2% but not at a higher rate. 
Some employees who could in fact afford to contribute 4% of wages may still take advantage 
of the 2% option. However, if there were no 2% option that might have a significant welfare 
effect in the case of employees who really cannot afford 4% and are therefore forced to opt 
out, or take a contributions holiday, thus missing out on employer and Government 
contributions altogether. So raising the minimum as well as the default level to 4% may not 
deliver much additional saving. We therefore agree with the Savings Working Group's 
recommendation to retain the minimwn 2% while raising the default rate for new employees 
to4%. 

35. At the national level, this change by itself may not do much to raise the overall level of 
employee contributions to KiwiSaver since many members are already contributing at 4% or 
over. When combined "With a one-off enrolment, increasing the default rate could lift the NIIP 
by a further 0.35% of GDP over ten years. MTC payments would also be slightly higher, by 
$24 million in the first year and rising thereafter, since more members would contribute 4% 
and maximise their MTC entitlement. 

36. Legislatively, a change in the employee default contribution would require an 
amendment to the KiwiSaver Act 1007. Implementation would mainly be delivered through 
employers and their payrolJ systems, so for the majority of employers that use a commercial 
payroll product this would be best delivered through the annual product update at the start of 
each tax year. This indicates a start date of 1 April 2012. 

Employer contributions 

37. The present minimum employer contribution is 2% of employee wages. The rate was 
originally set at 1% with the intention that this should increase by I percentage point each 
year until it reached 4%, but it was capped at 2% in 2008. In the year to 31 January 20 11 
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employers contributed about $670 million to employees' accounts. The Savings Working 
Group did not comment on the level of employer contributions. 

38. In contrast to employee contributions, where many employees are contributing above 
the 2% minimum rate, 90 percent of employer contributions are made at 2%. A requirement 
for employers to raise their minimum contribution to 4% would therefore make a much more 
sjgnificant impact on total KiwiSaver accumulations than would raising the default employee 
contribution rate on its own. If the requirement were that employers should match their 
employees' contribution rates that would also reinforce the incentive for employees to raise, 
or maintain, their own contribution rates. 

39. However, the impact on national savings will be partially offset by income and 
substitution effects, and because the additional cost on employers is likely eventually to find 
its way through to lower wages (including for those not members of KiwiSaver), less business 
saving and investment and lower profitability and tax revenues than might otherwise have 
been the case. Where these costs cannot be passed on as lower wages, higher absolute and 
relative labour costs would also affect labour demand. A staged introduction of a new 
matching requirement (or of an increased minimum) would better enable employers to 
prepare for and adjust to the change. 

40. The impact on national savings will depend on how many current members lift their 
contributions to take advantage of employer matching. If half of current members 
contributing 2% were to raise their contributions to 4% then we estimate that employer 
matching would improve the NJIP by a further 0.9- 1.15 GDP percentage points in ten years' 
time, in addition to the impact from a one-off enrolment and lifting the default contribution 
rate for members. As explained in more detail below, introducing an employer matching 
contribution would also apply to the Crown, increasing the employer contributions by up to 
$120 million to $140 million a year. 

41. Legislatively, amending the employer contribution rates would require amendment to 
the KiwiSaver Act 2006. Again. implementation would largely be carried out by employers 
through their payroll systems and so be best delivered through the armuaJ update, indicating a 
start date of 1 April 20 12 for any change. 

Implications for indivjdual savers 

42. The combined impact of: 

• an increase to 4% in the default employee contribution rate for new members 

• removal of the ESCT exemption for all employer contributions, and 

• halving of the MTC matching rate and cap for all KiwiSaver members 

... is, as intended, broadly to shift the balance of contribution away from the Crown and 
towards private expense. This makes KiwiSaver a rather more expensive and less 
attractive proposition for the individual saver in the short term than it is at present, 
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although it remains highly favourable compared to many other savings options. The 
exact outcome from the individual perspective depends both on individuals' income 
levels (tax bands) and on their own choices, but in many cases the impact on eventual 
total accumulation of savings for retirement will be less favourable than present settings. 

43. Adding a requirement for employers to match employee contribution rate goes some 
way towards offsetting the impact of the reductions in the Government subsidies for 
individual KiwiSaver members, although only higher income earners will gain more from 
increased employer contributions than they lose from reduced MTC contributions and the 
application of the ESCT to employer contributions. 

Impact on national savings and fiscal cost 

44. As previously noted, much of our modelling is necessarily dependent on assumptions, 
for which there is minimal empirical evidence, about individuals' and businesses' responses 
to changes in incentives and regulatory requirements. However, the assumptions are 
internally consistent, so we have greater confidence in the relativity between the various 
results than in their absolute levels. 

Fiscal cost (million) Impact on NIJP over ten 
2011/12 2012/13 2013/14 2014/15 years (percentage points) 

Reducing MTC and 
removing ESCT ·396 -554 -576 ..QOO 1.0-1.5% 

One-off enrolment 
of non-members - 409 98 100 0.20-0.45% 

Increase default 
member contribution 
rate 6 27 29 31 0.35% 

Combined increase -390 -118 -449 -470 1.8-2.1% 

Require employer 
matching to 4o/a 17 82 46 47 0.9-1.15% 

Total increase -374 -36 -403 -423 c3% 

Costs to the Crown as employer 

45. Changes to KiwiSaver will affect the crown as an employer across the entire State 
sector: including departments, District Health Boards (DHBs), schools, Tertiary Education 
Institutes (TEis), and other Crown entities; these employ more than 300,000 people. These 
changes will also be made within a complex landscape of retirement and savings schemes 
(both open and closed) that already cover over 200,000 people (including KiwiSaver 
members). These other State sector schemes are based on different design principles to 
KiwiSaver and have a variety of funding mechanisms, ranging from a central fund for the 
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State Sector Retirement Savings Scheme (SSRSS) to implicit funding within baselines, along 
with other elements of remuneration. 

46. These changes to KiwiSaver will increase the cost to the Crown of employer 
contributions by increasing the number of public sector employees who are Ki\.viSaver 
members and the amount contributed per employee. We estimate that a one off automatic 
enrolment could cost between $70 to $80 miJlion a year in additional employer contributions. 
Requiring matching employer contributions up to 4% could increase this cost by a further 
$120 to 150 million a year. The majority of these costs will fall in the wider State sector, 
such as schools and DHBs. 

4 7. Treasury is providing separate advice to the Minister of Finance on a process that could 
release savings across core departments. It is likely that for the majority of departments, any 
additional costs arising from higher employer contributions could be netted off other savings 
from this process, as could the costs for KiwiSaver and SSRSS contributions currently met 
from central funding. Using savings from this process in this way materially reduces the 
potential to fund whole of government initiatives, to respond to the Review of Expenditure on 
Policy Advice recommendations or to pay down debt. 

48. The Treasury will consult with the SSC and provide further advice on the impact of 
your decisions for the State sector. This will include further details on the current savings 
landscape in the State sector, more detailed estimates ofthe of the likely cost, the operational 
and industrial relations impact of the proposed changes and options to moderate this impact, 
the future of existing schemes, and proposed objectives for retirement and savings policy in 
the State sector. 

Legislative vehicle 

49. We recommend that the above changes be included in Budget night legislation which 
will go through all stages in the House in a single Parliamentary day. This will allow 
sufficient time for implementation. Annex 2 sets out a timeline for final decisions on the 
Savings and Investment Package and for budget night legislation. 

50. It would be beneficial to consult with employers on the design of the one-off enrolment 
exercise in advance of Budget night legislation, since they are the principal agents for 
delivering it. Since the Savings Working Group recommended such an enrolment exercise 
(among other KiwiSaver refom1s), their report could be used as the basis for such a 
consultation. 

51. Employers and payroll software developers normally need a minimum of six months to 
prepare the necessary changes to their systems; they also need the certainty of enactment 
before they can commence system development work. For changes taking effect on 1 April 
2012, the six-month development lead-in time requires enactment of the legislation by 
October 20 t l. 
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52. If Budget night legislation is not used, then a separate Bill would need to be introduced 
and enacted before the election; this could incorporate a shortened FEC stage. There is 
currently no taxation Bill scheduled to be introduced after Budget night with enactment before 
October. 

53. Another possible vehicle would be to make these amendments by way of 
Supplementary Order Paper (SOP) at Committee of the whole House stage of the Taxation 
(Tax Administration and Remedial Matters) bill. This bill was introduced in November 2010 
and is currently before the Finance and Expenditure Committee. However, this b ill is 
scheduled to be back in the House at Budget time and therefore the reforms could not be 
consulted on as part of the FEC process. Although the SOP process was used to add Budget 
measures (such as the qualifying company reforms) to a separate tax bill last year, this process 
was heavily criticised by some parties in the House. 

Communications 

54. There have been numerous changes to KiwiSaver since its introduction in 2007 and 
while each has been justified according to the economic and fiscal requirements and political 
priorities pertaining at the time, the overall impact is one of uncertainty and unpredictability 
which is not helpful or encouraging to individual savers. Announcements will therefore have 
to be accompanied by careful explanations as to why the changes are necessary and expected 
to be more sustainable than present settings. 
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Annex 2: Timeline- KiwiSaver options 
----~-----------------------------------

' 

Fri 18 February Joint report for Ministers 

Tue 22 February M oF and M oR joint briefing 

Mon 28 February Budget Ministers meet- policy decisions 

Week commencing 1 March Provisional drafting instructions to Inland Revenue 
drafters 

Tuel5 March Draft EGI paper to MoF and MoR report 

Thur 17 March EGI paper to Cabinet Office 

Tue22 March Budget Ministers meet to discuss any outstanding issues 

Wed 23 March EGI considers Savings and fnvestment package 

Mon28 March Cabinet considers Savings and Investment package 

Thur 31 March 
Joint report - updating Ministers on detailed design (if 
required) 

Mon 11 April Cabinet considers final Budget 2011 package 

Tue 19 April Budget Bill to Ministry of Justice for BoR review 

Thur 28 April LEG Cabinet paper due with joint Ministers 

Fri 29 April Justice review of Budget Bill completed 

Mon9May LEG Cabinet paper due at Cabinet Office 

Thur 12 May LEG Cabinet Committee 

Mon 16May Cabinet 

Thur 19May Budget 
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