
The A-Z of KiwiSaver
What is it?

KiwiSaver is a voluntary, work-based savings plan run by the government and the IRD which started on 1st July 2007 and is designed to make it easier for you to save towards your retirement.
How does it work?
If you start a new job or opt in, a minimum of 2% will be deducted from  your total pay (before tax).  Total pay includes bonuses, overtime and commissions.  You can increase the amount to either 4% or 8% and you can change between rates at any time.  From 1 April 2013 minimum contribution will increase to 3%.
Your employer will provide you with information on joining KiwiSaver. You will automatically be enrolled if you start a new job, however you can notify your employer that you do not wish to participate.  To opt out of KiwiSaver after you have been automatically enrolled after starting a new job, the timeframe is from day 14 to day 56 from the day you start your new job.
Member tax credit

To help you save, the Government will give you 50c for every dollar you contribute up to $1,042.86 each year. This works out to about $10 a week.    Prior to 1 July 2011 the government matched your contribution dollar for dollar to a maximum of $1,042.86
The member tax credit will be paid each year until you’re eligible to withdraw your savings, provided you’re 18 or over and your principal place of residence is in New Zealand.  To qualify:

· you must be 18 or over, and

· your principal place of residence must be in New Zealand, except for: 

· a government employee who's serving outside New Zealand

· a person who's working overseas (as a volunteer, or for token payment, for a charitable organisation named in the Student Loan Act regulations, and if the work meets one or more of the requirements set out in the Student Loan Schemes Act 1992).

How much member tax credit you can get

To get the full member tax credit automatically you have to contribute at least $1,042.86 a year yourself. Employer contributions and government contributions do not count.  If you contribute less than $1,042.86 from your pay, you can make voluntary contributions to ensure you receive the full member tax credit payment from the Government.

Joining part-way through a year

If you join KiwiSaver part-way through a membership year (1 July to 30 June), you’ll receive a member tax credit for the portion of the year that you've been a member.

When you turn 18, you’ll receive a member tax credit for the portion of the year that you’re 18.

When member tax credit is paid

Your KiwiSaver provider will claim the tax credit on your behalf after 1 July each year. You don’t have to do anything. Your member tax credit will appear in your KiwiSaver account within a month of your provider making the claim.  Your member tax credit does not count as taxable income.

$1,000 kick-start payment

To get your savings off to a good start, the Government will kick-start your account with a tax-free contribution of $1,000.  All new KiwiSaver members qualify for the kick-start payment when they first join.

When a kick-start is paid

The kick-start will be paid into your account about 3 months after Inland Revenue receives:

· your first contribution, or

· notification of your membership

The kick-start is not a cash payment - it goes straight into your account.

You can only get one kick-start

You can only get it once. If you stop being a KiwiSaver member, for example you move overseas, you won't get another payment even if you return to New Zealand and start another KiwiSaver account.

Contributions from your employer

If you're eligible, your employer will also contribute to your KiwiSaver savings.  If you're a KiwiSaver member making contributions from your pay, your employer also has to put money in. This is equal to 2% of your pay.  Your employer does not have to make compulsory contributions to your KiwiSaver scheme if:

· they are already paying into another eligible registered superannuation scheme for you (if your existing scheme meets certain criteria)

· you are under 18 years of age

· you are over 65 years of age, or have been a member of KiwiSaver for five years, whichever date is later

· you are not contributing (for example on a contributions holiday or on leave without pay).
On 1 April 2013 the employer contribution will increase to 3%.  However the employers contribution will be taxed  on ECST rates (Employer Compulsory Superannuation Tax) which means an after tax amount will be contributed to your KiwiSaver account.
The table below shows the impact on monthly employee and employer contributions from April 2013.

	 
	 Employee Contribution (now) 
	 Employee Contribution (future) 
	Employer Contribution (now)
	Employer Contribution (future)

	Income
	2%
	3%
	2%
	3%

	$40,000
	$66.67
	$100.00
	$66.67
	$82.50

	$50,000
	$83.33
	$125.00
	$83.33
	$103.13

	$60,000
	$100.00
	$150.00
	$100.00
	$105.00

	$70,000
	$116.67
	$175.00
	$116.67
	$122.50

	$80,000
	$133.33
	$200.00
	$133.33
	$140.00

	$90,000
	$150.00
	$225.00
	$150.00
	$150.75

	$100,000
	$166.67
	$250.00
	$166.67
	$167.50

	$150,000
	$250.00
	$375.00
	$250.00
	$251.25

	$200,000
	$333.33
	$500.00
	$333.33
	$335.00

	Table supplied by Fisher Funds

Assumptions: Employer Compulsory Superannuation Tax (ECST) is applied to employer contributions from 1 April 2013 as per current legislation.


Savings withdrawal to buy your first home

You may be able to withdraw some or all of your KiwiSaver savings (except for the $1,000 kick-start and member tax credit) to put towards buying your first home.  Some complying funds don't allow you to withdraw your savings for your first home.  If you’re a member of a complying fund and want to use your savings for your first home withdrawal you'll need to check with your provider to see if they offer this.

Making a first-home withdrawal

You must have been a KiwiSaver member or member of a complying fund for three or more years. You can only withdraw money to buy your first home - not an investment property.   If you have owned a home before, in some circumstances you may still be eligible to withdraw your savings. Your scheme provider may require you to contact Housing New Zealand to determine if you're in the same financial position as a first home buyer.

How to apply for a first-home withdrawal

You'll need to apply to your KiwiSaver provider if you want to make a first home withdrawal.  It must be done at the time of purchase.
First home deposit subsidy 

After 3 years of contributing to KiwiSaver, you may be entitled to a first home deposit subsidy. The subsidy is administered by Housing New Zealand. This subsidy will be paid to your solicitor on the day the purchase of the property is settled.

What the deposit subsidy is worth 

The subsidy is $1,000 for each year of contribution to the scheme:

· 3 years of contributing = $3,000 (the minimum you can get) 

· 4 years of contributing = $4,000 

· 5 years of contributing = $5,000 (the maximum you can get) 

If you're a couple buying a house together and you both qualify for a subsidy, you could receive a combined subsidy of up to $10,000. 

Getting a deposit subsidy 

To be eligible for the first home deposit subsidy, you must: 

· have contributed at least 2% of your income to a KiwiSaver scheme, or a complying superannuation scheme, for at least 3 years with continuous contributions 

· be buying your first home (not a rental property)* 

· be planning to live in the house for at least 6 months

· earn less than $100,000 for 1-2 people or less than$140,000 for more than 2 people

· purchase a home in the lower quartile price range

* If you've owned a home before, in some circumstances you may still be eligible for the first home deposit subsidy. Housing New Zealand will need to determine that you are in the same financial position as a first home buyer.   To find out more, visit the Housing NZ website  www.hcnz.co.nz
Self-employed or not employed
If you're self-employed you're not required to contribute a percentage of your pay. It is the same if you are not employed, ie a stay at home mum.  Instead, you agree your contribution level with your provider.   You will still receive the other benefits of KiwiSaver. Some providers may have minimum contribution requirements.  You can either:

· make lump sum payments when you choose, or

· set up regular payments

It would be ideal that you contribute at least $1,042.86 (approx. $87 per month) to ensure you get the maximum government contribution of 50c for each $1 you contribute up to $1,042.86.  You'll need to join directly with a KiwiSaver provider of your choice by requesting an investment statement and completing an enrolment form.

Examples below:
	Self/not employed Member A
	 

	Annual member contribution
	$1,042

	Member tax credit
	$521

	 
	 

	Self/not employed Member B
	 

	Annual member contribution
	$750

	Member tax credit
	$375

	 
	 

	Self/not employed Member C
	 

	Annual member contribution
	$2,000

	Member tax credit
	$521


Complying funds

A "complying fund" is a superannuation scheme that has membership criteria similar to KiwiSaver, such as your savings being locked in until the age of eligibility for NZ Super.  You should ask your provider if you're unsure whether your scheme is a complying fund.  Members of a complying fund are entitled to receive the member tax credit of up to $20 a week, but not the $1,000 kick-start.  

If you belong to KiwiSaver and another superannuation scheme which is a complying fund, your member tax credit entitlement will be paid to the fund that applies first.  Any remaining member tax credit entitlement will be paid to the other fund when they apply.

Choosing your KiwiSaver scheme

You can choose which scheme to join, even if you're provisionally allocated to an employer-chosen scheme or a default scheme.  A KiwiSaver scheme is where your savings are invested. All KiwiSaver schemes are registered with the Government Actuary and offered and managed by KiwiSaver providers.   You can choose from a wide range of schemes offered by a number of providers.   You can change your KiwiSaver scheme at any time, but you can only belong to one KiwiSaver scheme at a time. 

You can choose from a wide range of schemes offered by a variety of organisations - from the big name banks, insurance companies and investment managers, through to specialist or boutique managers. Once you've joined KiwiSaver, your primary relationship will be with your KiwiSaver provider.  Visit:  www.kiwisaver.govt.nz/providers/ks-providers.html to get a list of providers.

KiwiSaver is not guaranteed by the Government.  This means you make your investment choices in a KiwiSaver scheme at your own risk.   However, all KiwiSaver schemes are regulated by the Government Actuary in a similar way to other registered superannuation schemes.  There are additional measures in place to make sure KiwiSaver schemes are competitive and members' best interests are looked after.   

· all KiwiSaver schemes are required to have fees that are not unreasonable 

· default providers have a special contract with Government that requires them to meet additional reporting requirements, and 

· default providers' activities and their default investment funds are closely monitored. 

· You can, at any time, choose to join the KiwiSaver scheme of your choice. 

If you're automatically enrolled you'll be provisionally allocated to your employer's chosen scheme or to a default scheme.  You can choose to stay in that scheme or change to a different one.  If you choose your own KiwiSaver scheme within the first 3 months of starting your new job, your contributions will go directly to your chosen scheme (not the one you were provisionally allocated to).  You can change schemes at any time. 

Can I access my money?

Not until you are 65 or have been in the scheme for 5 years, whichever is the later.  There are some special circumstances which include:
· A one-off withdrawal to help you buy your first home, after you have been with KiwiSaver for 3 years

· Significant financial hardship

· If needed as part of matrimonial separation

· Serious illness
· You can also withdraw your money if you move permanently overseas, after having contributed to KiwiSaver for 12 months or more
· Or if you pass away as part of your estate

Can I stop contributing at any time?

After you have been in KiwiSaver for 12 months you can apply for a contributions holiday of between 3 months and 5 years.  You can do this as many times as you like.
Should I pay off debt first before I start KiwiSaver?

Some people believe it is best to pay off any debt you have first (excluding your mortgage) before investing in KiwiSaver.  I don’t necessarily agree, because I doubt people will pay their debt faster if they don’t contribute to KiwiSaver.  
What happens if I go overseas?

It depends how long you go overseas for.  You will need to contact your scheme provider.  If you leave the country permanently you can withdraw your funds.

How is my KiwiSaver fund paid when I get to 65 and am eligible to receive it?
You will have a choice of either taking it as a lump sum or receive income from it, similar to how currently superannuation policies work.
What is the latest age I can enrol in KiwiSaver?

As long as you are a New Zealand resident and are under 65 you can join.  If you decide to join at 64 you can.  The government will contribute $1,040 per year for a maximum of 5 years provided you also match the minimum contribution of $1,040 per year.  You don’t have to contribute for 5 years, although it would make sense, as you effectively double your money for 5 years with both your and the government’s contribution.

Should I enrol my children?

You can also enrol your children in the scheme (i.e. those under 18). This means that savings would not occur via the PAYE system but you would need to set up a relationship directly with one of the providers.  Some may require a minimum contribution but most don’t.  Unfortunately those under 18 cannot access the government’s matching contributions, but they will get the $1,000 kickstart and it is a great way to encourage young people to save (do you remember the old Post Office Savings Bank accounts?)  
What should I do if I already have my own personal superannuation fund?

You can do KiwiSaver as well as or make a decision on which you choose.  KiwiSaver has a number of benefits that are not available to other superannuation schemes unless they are complying. 
How does it work if I am a temporary or casual employee?

If you are already a KiwiSaver member and you want to contribute your employer contribute 2%.  If you are not a current member you will be automatically enrolled if your employment is longer than 28 days for temporary employees, or three months for casual agricultural workers.  Your employer is responsible for deciding if automatic enrolment applies to you.

For more information
www.kiwisaver.govt.nz the official KiwiSaver website 
www.ird.govt.nz The IRD Booklet – Your Introduction to KiwiSaver
www.sorted.org.nz (KiwiSaver calculators & guide)
www.hnzc.govt.nz (info on housing subsidies)
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