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DON’T LET THE IRD NAIL YOU
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	KiwiSaver is here

The following is a summary of the main points:

The scheme commences on 1 July 2007. It will apply to all new employees between the age of 18 and 65 except:

· Casual employees E G casual agricultural workers and temporary employees (with a contract for 28 days or less) 

· ACC recipients, receivers of paid parental leave, election-day workers or private domestic workers.

Here is a list of employer responsibilities and other information about the scheme. The first few bullet points need to be actioned within 20 days of an employee starting work:-

1. Start deducting contributions from the first pay at the rate of four per cent of gross salary.
2. Give a KiwiSaver information pack to the new employee within 7 days of her starting work.
3. If the employer has chosen a preferred savings scheme give the new staff member a copy of the investment statement for it and tell her she can choose her own scheme if she wishes.
4. Give Inland Revenue the name and address, tax file number and tell them whether the new employee is already a member of a KiwiSaver scheme. Notify IRD that the employee is on a contribution holiday.
5. Inland Revenue will hold the contributions for an initial three-month period while members seek financial advice and choose a KiwiSaver scheme.

6. The employee has 8 weeks to opt out. If she does the deductions are refunded to her.
7. An employee can elect to make 8% contributions.
8. An employee can change her mind and opt into the scheme, later. 
9. The employer may receive a notice from the IRD if an employee has elected to take a contribution holiday in which case stop deductions.  On further notice from the IRD recommence deductions.
10. The employer can contribute to the employee’s 4 percent. This will be tax free to the employee, subject to the contribution being no more than that of the employee. Some of those with larger incomes may prefer this to a salary increase.
11. Existing employees may elect to join KiwiSaver. 
12. Self-employed people can also join but they need to make payments directly to Inland Revenue or their scheme.

13. Savers may exit the scheme when they become eligible for National Super or after five years, which ever is the longer period of time. Working National Superannuitants might be interested.
14. Savers, after 12 months in the scheme, can take a contribution holiday of up to five years. 
	15. Significant financial hardship, serious illness and permanent emigration are reasons for withdrawal from the scheme.

16. Each new saver will get a government contribution of $1,000, locked in until age of eligibility.

17. After three years KiwiSavers may make a one-off withdrawal to pay a deposit on their first home.

18. After three years of savings, the Government will pay $1,000 per year, up to five years, as a contribution to a first home.

19. Up to half of contributions can be diverted to pay off a home mortgage, subject to the mortgage company and the KiwiSaver fund manager being willing to agree to the arrangement.

20. The Government will subsidise the administration costs of KiwiSaver schemes.

21. KiwiSavers can also make one-off lump sum contributions.

22. Employees can only belong to one scheme. Funds can be moved from scheme to scheme.
Aligning GST and business balance dates.

From 1 April 2007 GST return dates will be aligned with business balance dates. Those with a GST period end date of 28 February and having a 31 March balance date will be required to do a one month return for March 2007. This is in preparation for changing the dates for provisional tax payments starting 1 April 2008. The change is aimed at allowing some small businesses to be able to pay income tax and GST at the same time and so avoid UOMI.

Also from 1 April 2007 GST will become payable by the 28th of the month.

The effect of the change is to throw an enormous amount of GST work into the very short month of April and also October. Some firms have deliberately arranged GST dates to avoid this bottle neck.

A few months ago IRD recognized this problem and was talking of allowing some business annual balance dates to be moved by one month. However this concession is far from definite. At present the legal and policy division at IRD is considering the matter and hopes to have a final decision in the next four weeks.

If the proposed change, without the change of year end date, alarms you, you should write to IRD now and send a copy of your letter to NZICA. We’d also like a copy. 

Morning and afternoon teas

Sometimes clients who are working away from home believe if they buy themselves a cup of coffee for morning tea this is a tax deductible cost. This is not the case. The cost has to be related to facilitating business.
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