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Budget: Sensitive 
 
CAB Min (05)15/2 
 
Budget 2005 Savings Package: Work Based Savings Scheme: Further Design 
Features 
 
On 2 May 2005, Cabinet: 
 
Existing registered superannuation schemes 
 
1 noted that in April 2005 Cabinet agreed to establish a work-based savings 

scheme (WBSS), whereby: 
 

1.1 individuals make contributions from their wages and salary; 
 
1.2 the money is channelled through the existing Inland Revenue process to 

private fund providers; 
 
1.3 funds are principally for retirement; 
 
1.4 a withdrawal is allowed for purchase of a first home; 

 
[CAB Min (05) 13/9] 

 
2 agreed that an existing registered superannuation scheme (RSS) could choose to 

fully convert to a WBSS and in doing so meet all the characteristics of the WBSS; 
 
3 agreed that members of a WBSS that has been converted from an RSS will 

receive the fee subsidy and the up-front contribution and be eligible to apply for 
the home ownership deposit subsidy subject to eligibility criteria; 

 
4 noted that legislative amendment to the Superannuation Schemes Act 1989 may 

be necessary to facilitate the conversion of a RSS into a WBSS; 
5 agreed that employers with existing RSS be eligible to apply for an exemption 

from the automatic enrolment provision for new employees if their schemes are: 
 

5.1 portable; 
 
5.2 open to all permanent employees; 
 
5.3 total contribution (employer plus employee) of at least 4% of gross salary 

that vests in the employee immediately; 
 
6 agreed that members of RSS who are employed by an employer who is exempt 

from the automatic enrolment requirement for new employees: 
 

6.1 will be eligible to apply for the home ownership deposit subsidy after at 
least three  years’ saving after 1 April 2007; 

 
6.2 will not be eligible for the WBSS fee subsidy; 
 
6.3 will not be eligible for the up-front government contribution; 
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Fee subsidy 
 
7 noted that Cabinet has previously agreed that the government will negotiate 

down fees payable to WBSS providers, and pay the remaining ongoing fees 
[CAB Min (05) 13/9, para 3.14]; 

 
8 agreed that there will be some cap on the fee subsidy, for example, a cap on the 

specific dollar amount per person per year, but how this should be calculated will 
be determined at a later date; 

 
Automatic enrolment 
 
9 noted that Cabinet has previously agreed that new employees between 18 and 

65 years of age will be automatically enrolled in a WBSS when they start a new 
job, but have the opportunity to opt out [CAB Min (05) 13/9, para 2.2, CAB Min 
(05) 13/9, para 3.2, CAB Min (05) 13/9, para 3.3]; 

 
10 agreed that new employees who are automatically enrolled can opt out in the 

second and third weeks at a new job; 
 
11 agreed that Inland Revenue will be required to notify the employer only if the 

employee opts out of the WBSS; 
 
12 agreed that deductions for individuals who are automatically enrolled will start on 

the first pay day after the employee has been in the job for eight weeks; 
 
13 agreed that Inland Revenue will hold contributions in trust for a further eight 

weeks after the first contribution is received; 
 
14 agreed that the up-front government contribution will be provided to an 

individual’s account eight weeks after the first contribution is received (at the 
same time that Inland Revenue passes funds to a provider); 

 
15 agreed that Inland Revenue have discretion to consider opt-out forms that are 

received late or processed late, up until eight weeks after the first contribution is 
received; 

 
16 noted that legislative amendment may be required to the Securities Act 1978 to 

ensure that there is a basis for a legal financial contract where a person makes 
no active choice as to provider; 

 
Contribution holidays 
 
17 noted that Cabinet agreed that WB SS members will have the option to apply for 

a contribution holiday of up to five years at a time [CAB Min (05) 13/9, para 3.13]; 
 
18 agreed that the contribution holiday option should not be available unless the 

person has been contributing to WBSS for at least three months; 
 
19 agreed that the automatic enrolment provisions will not apply to a person 

changing employment during the course of a contribution holiday; 
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Participation by self-employed and other non-wage/salary earners 
 
20 noted that Cabinet agreed that non-employees, such as the self-employed and 

beneficiaries, would be able to opt in to the scheme [CAB Min (05) 13/9, para 
2.5]; 

 
21 noted that it would be difficult for self-employed individuals to be required to 

contribute at the same rate as salary/wage earners (i.e. 4% or 8% of gross 
salary) because their taxable income will not be known until a tax return has been 
filed; 

 
22 agreed that the self-employed and other non-wage/salary earners: 
 

22.1 will be able to make contributions to their WBSS via Inland Revenue; 
 
222 will be able to select the amount of their contribution; 
 
22.3 may choose to make regular or lump sum payments; 
 
22.4 will be eligible for the fee subsidy; 
 
22.5 will be eligible for the up-front government contribution; 

 
22.6 will be eligible to apply for the home ownership deposit subsidy if they can 

provide evidence that they have contributed at least 4% of their taxable 
income over the previous three years (up to a maximum of five years); 

 
Further report on selection of providers 
 
23 directed the Ministry of Economic Development (MED), in consultation with 

Treasury and Inland Revenue to report to the Minister of Commerce and Minister 
of Finance by the end of 2005 on details of the strategy and process for selection 
of providers and negotiation of fees and a request for proposal; 

 
24 authorised the Minister of Commerce and Minister of Finance to agree to the 

details of the strategy and process for selection of providers and negotiation of 
fees and a request for proposal; 

 
25 invited the Minister of Commerce and Minister of Finance to report to the Cabinet 

Policy Committee in 2006 on the outcome of the tender process and negotiation 
of fees; 

 
Consultation 
 
26 noted that the Minister of Finance indicates that the paper does not require 

consultation with government caucuses or other parliamentary parties at this 
stage. 

 
 
 
Secretary 
Reference: CAB (05) 180 


