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FREQUENTLY ASKED QUESTIONS: HOLIDAYS ACT, ANNUAL LEAVE CHANGES 2007

1. When do | have to pay holiday pay at 8%?

You only need to pay holiday pay at 8% if an employee leaves
employment on or after 15t April 2007.

2. When is 8% holiday pay calculated from?

The 8% holiday pay is calculated from the employee’s last
anniversary date, even if that anniversary falls prior to
15t April 2007.

3. When do I have to provide the 4 weeks annual holiday
under the Holidays Act 2003?

You only need to provide 4 weeks annual holiday under the Act,
once the employee has reached his or her anniversary on or after
15t April 2007.

4. What happens to the accrual for annual leave
between 15t April 2006 and 31 March 2007. Does it
accrue at 6% or 8%?

Annual leave accrues at 6% during that period.

5. What happens if an employee leaves shortly after
15t April 2007?
If an employee leaves his or her employment on or after
15t April 2007 then that employee will be entitled to holiday pay
calculated at 8% from their last anniversary, even though that
anniversary date would fall in the 15t April 2006 to 315t March
2007 period, i.e. the effect is retrospective.

6. Employment starts on 16" March 2006. What is the leave
entitlement and how does that affect the accrual for the
2005/2006 year?

The change from 6% to 8% will have no impact on the
2005/2006 year for this employee. As at 16" March 2007 this
employee will be entitled to the three weeks holiday provided by
the Holidays Act 2003.

The employee will then accrue holiday pay at 6% from

16" March 2007 until 315t March 2007. However, on 1 April 2007
the employee’s accrual from 16 March 2007 will be recalculated
at 8%.

7. What if the employee in question 6 resigns on 16 March
2007. How should leave have been accrued? Is the
entitlement still 3 weeks?

The accrual should be 6% and the entitlement is still 3 weeks.

8. Anniversary start date is 1t October. Does entitlement
to 4 weeks leave start on 15t April 2007 or does 4 week
entitlement not start until 1=t October 2007?

The calculation at 8% do not start until 1 April 2007. However,
this employee’s accrual would have been calculated at 6% from
15t October 2006. On 1°t April 2007 that accrual must be
recalculated at 8% from 1t October 2006. The employee does
not have an entitlement to 4 weeks leave until 15t October 2007.

If the employee leaves on 31 March 2007 that employee would
only be entitled to holiday pay calculated at 6% from 15t October
2006 but if the same employee leaves on or after 1 April 2007
then that employee would be entitled to holiday pay calculated at
8% from 1t October 2006.

9. What happens if the employee in question 8 has only taken
1 weeks annual leave between 15t October and 15t April
2007. On April 1t 2007, is the entitlement for that employee
2 weeks (ie. 3 weeks less the one week taken) or is it
3 weeks (ie. the 4 weeks less the one week taken)?

There are two possibilities; either (1) the employee had an
entitlement to leave or (2) the leave was taken in advance.

a. If the employee took 1 weeks leave that the employee was
already entitled to, i.e. it was leave the employee was entitled
to as at 1%t October 2006, then taking that leave would make
no difference to what occurs on 1t April 2007.

On 15t April 2007 the employee’s holiday pay accrual would
change from 6% to 8% for the period from 1t October 2006.

b. However, if the employee had no entitlement to leave and took
1 weeks leave in advance then on 15t April 2007 that employee’s
holiday pay accrual would change from 6% to 8% for the
period from 15t October 2006 less the amount paid for the one
week taken in advance.

10.Does an employer need to make any preparations for the
8% or 4 weeks on 15t April 2007?

An employer is not required to make any preparations but it is
prudent for employers to make some provision for the sudden
retrospective effect of annual leave accruals becoming 8% on

15t April 2007. Employers will need to consider carefully how they
make this provision.

Some employers have simply made provision within their budgets
and will make an adjustment to payroll for 15t April 2007. Some
payroll systems are able to record the accrual now without
allocating that to employees prematurely, i.e. if an employee
leaves prior to 315t March 2007 that employee gets paid out at 6%
only not 8%. How employers prepare will need to be considered
in relation to their own business and capabilities of their payroll
systems.

Employers who make preparations do need to be careful to ensure
that leave is not personally allocated to individuals prior to

15t April 2007, otherwise an employer may end up paying out
leave that an employee is not entitled to if the employee leaves
prior to that date.

11.1f | want to make preparations and ensure | have
budgeted or accrued for 15t April 2007 when do | start
calculating from?

You only start calculating from each employees anniversary date.
So for the employee in question 8 calculations would only start
from 15t October 2006. However, for the employee in question
6 those calculations would not start until 16" March 2007.

These FAQs were prepared by the Auckland Chamber of Commerce & the
employment law team of Hesketh Henry. For more information please contact

Jim Roberts or Andrew Flexman at Hesketh Henry on (09) 375 8723 or
(09) 375 8717.

Disclaimer: These FAQs are intended as a first point of reference and should not
be relied on as a substitute for professional advice.Special legal advice should
always be sought in relation to any particular circumstances and no liability will
be accepted for any losses incurred by those relying solely on this publication.

HESKETH HENRY

Lawyers

Auckland Chamber of Commerce PO Box 47, Auckland p. 09 309 6100 f. 09 309 0081 e. akl@chamber.co.nz w. www.b-vital.com



A UCKLANTD

CHAMIJER OF COMMERCE

Business Vitality

Celebrating 150 Years of
Supporting Auckland Business

FREQUENTLY ASKED QUESTIONS: HOLIDAYS ACT, ANNUAL LEAVE CHANGES 2007

Employee with an
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