COVID-19 EMPLOYER CONSIDERATIONS
Is an employer entitled to receive the wage
subsidy?
Is the business registered and operating in New Zealand,
with employees who are legally working in NZ?

What other factors need to be considered for an
employer receiving the wage subsidy?

No
Y

e

Can an employer afford the other costs associated with
the wage subsidy?

No
Y

e

Annual leave balances

KiwiSaver is paid
to employees on
top of the wage
subsidy amount

Annual leave continues
to accrue throughout
the wage subsidy
period

There are likely to be
other continuing
business costs such as
rent and overheads

s

Yes

What are the risks associated with the ‘best efforts’
requirement?

Employers can try to
reach agreement with
employees to take annual
leave (or unpaid leave)

If agreement cannot be reached,
employers can direct employees to
take entitled annual leave with 14
days’ notice. Any unpaid leave must
only be taken by agreement.

Has the employer taken steps to mitigate the effects of
COVID-19? (for example, drawing from cash reserves,
making an insurance claim, engaging with its bank)
No
Y

e

s

Yes
Have employees consented to their details being
disclosed to the Ministry of Social Development in the
wage subsidy application?

May be subject to
government audit in the
future that considers
whether ‘best efforts’
were taken by that
employer

A subjective
assessment based
on the particular
business –
employers must ‘try
their hardest’

If ‘best efforts’ were not
taken, this could lead to
potential wage arrears
claims for the full 100% of
wages and any contractual
allowances/benefits

Can an employer consider redundancies?
Yes
Y

e

s

The employer is likely to be in a
position to apply for the wage
subsidy (although it is not
mandatory to apply)

No
Y

e

Reduced hours/pay

s

Yes
Has the business experienced a minimum 30% decline in
actual or predicted revenue over the period of a month,
when compared with the same month last year, and that
decline is related to COVID-19?

What other options are available to
employers to reduce costs/liability?

Employers can
explore options for
reduced pay and/or
hours. Any change to
an employee’s terms
and conditions of
employment requires
an employee’s
agreement in writing
(the terms of the
wage subsidy do not
override this
requirement).

Useful resources for employers
 Work and Income
https://workandincome.govt.nz/
 Employment NZ
https://www.employment.govt.nz/
 Ministry of Business, Innovation
and Employment
https://www.mbie.govt.nz/

s

The employer is unlikely to be in a
position to apply for the wage
subsidy

The employer needs to make ‘best efforts’ to pay employees at least 80% of
their usual income for the wage subsidy period (and needs to pay
employees at least the rate of the subsidy that applies to that employee, or
their usual rate if it is lower than the rate of the wage subsidy)

Employees named in the
wage subsidy
application cannot have
their employment
terminated for
redundancy during the
subsidy period (if the
employer received the
wage subsidy after 4pm
on 27 March 2020)

Where there is a genuine commercial reason, an employer may
need to consider redundancies (to take effect after the wage
subsidy period). Situations that may trigger a redundancy are:


The employer can no longer provide work to
employees



The employer’s revenue has decreased



The primary customer/client pool is significantly
reduced



The job can no longer be fulfilled due to restrictions or
serious health and safety concerns eg overseas travel

Employers needs to be mindful of good
faith obligations and the need to follow a
consultation process over any proposed
redundancies. This includes presenting a
proposal for employee feedback before
making a decision.
Employers should consider employee notice
periods and costs associated with the notice
period. Although an employee’s employment
cannot be terminated during the subsidy
period, their notice could be provided (and
start to run) during that period.

