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Regular closedown periods 

 

 

Annual closedown periods can be one way to manage the quiet autumn period. A business can 

implement a closedown across the entire workplace or a part of the business.  

One advantage of a closedown period is that you can move an employee’s entitlement date for 

annual leave. This can make it easier to keep track of leave entitlements as everybody’s annual leave 

becomes due at the same time each year.   

……………………………………………………………………………………………………………………… 

Implementing a closedown period: 

An employer may implement a formal closedown period once a year and require employees to take 

annual holidays during this period. Under the law you are required to provide at least 14 days’ notice 

of the closedown - however a longer notice period is highly recommended.  

……………………………………………………………………………………………………………………… 

Payment for the closedown period: 

For employees in their first year of employment, you have two options for payment: 

 You pay the employee 8% of gross earnings to date as a lump-sum and adjust their annual 

leave entitlement date. 

 You agree that the employee can take annual leave in advance of entitlement. They continue 

to receive their four weeks annual leave entitlement on their anniversary date. 

Employees with more than one year’s service are expected to use their annual leave over the 

closedown period. 

Holiday or annual leave pay may not fully reimburse the employee for the time off – especially if they 

are new or the closedown period is for a significant period of time. This could present some financial 

challenges for the employee. Good planning and communication are both key here. It’s helpful to 

provide as much notice of the closedown period as possible. For instance, you may wish to let new 

employees know about the closedown period as part of their induction – then they know right from the 

start that they will receive a reduced pay over the closedown period and can plan accordingly. 

This factsheet will help you to: 

 Communicate a closedown period to employees 

 Calculate the correct payment for annual leave during a closedown period 

 Adjust an employees’ annual leave entitlement date to align with the closedown 
period 
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Changing the date of annual leave entitlement: 

If the business has a closedown period, the employer can nominate a date on which new employees 

become entitled to annual holidays each year. This date must be close to the start of the closedown 

period.  In these cases, the employee is paid out 8% of gross wages to date (their accrued annual 

leave), their annual leave anniversary date is adjusted and the clock starts again. They will receive 

their four weeks annual leave entitlement one year later. 

This doesn’t apply to existing employees who already had an entitlement to annual leave before the 

closedown period was introduced – they should continue to receive their entitlement on their 

anniversary date. 

……………………………………………………………………………………………………………………… 

Public holidays and closedown periods: 

If a business has a closedown period that includes public holidays then the employee is entitled to be 

paid for that public holiday if they would normally have worked on that day (if not for the closedown). 

In other words, if the public holiday is an “otherwise working day” for the employee, they should be 

paid. 

Use the example below to help you on farm. 

Example 

Derek and Sally own and run a small dairy farm operation. They have two permanent employees and 

generally take on a few casual staff during the calving season. Over the autumn months it’s very quiet 

and there is simply not enough work for the two permanent staff.  At the moment, there’s an informal 

arrangement that the two employees take their annual leave over this time. Derek and Sally want to 

formalise this. They introduce a four-week closedown period over the month of May and provide their 

employees with three months’ notice. 

The following year, Derek and Sally take on another staff member in October.  They advise him of the 

closedown period during the induction. On 27 April, they pay out 8% of his gross wages to date and 

change his annual leave entitlement date to the 27 April. This means that he will receive his four 

weeks annual leave entitlement on 27 April next year.  

Over time, the two original permanent employees move on, and Derek and Sally hire two new staff. 

They continue the arrangement of paying out 8% of gross wages on the 27 April and changing the 

annual leave entitlement to this date. 

This means that all three employees receive their annual leave entitlement on 27 April. Derek and 

Sally find this works well for them – it’s a quiet time of year and they have the time to sit down and 

work out the number of annual leave days due to each employee based on their working pattern over 

the last year. They also have time to discuss the calculation and process with the individuals 

concerned. 


