
 

Dream Childcare, Level 4, 81 Grafton Road, Grafton, Auckland 1010           09 969 5451           contact@dream.co.nz           www.dream.co.nz 

Good morning, 

A large number of the questions I received over the last week related to the Government wage 
subsidy scheme. Employers wanting to know what their obligations were and the process to follow if 
paying less than the 80% level and if providing the opportunity for employees to use some of the 
accrued annual leave. This is a complex area. The official website of the New Zealand Government 
states: 

“Businesses accessing the scheme must still undertake best endeavours to pay employees 80% of their 
pre-COVID income. Where that is not possible – in particular where a business has no activity 
whatsoever due to the shutdown and workers are not working any hours – they must pass on at least 
the whole value of the wage subsidy to each affected worker.” 
 
The Government Work and Income Website states the following in relation to the wage subsidy 
scheme: 
 
“If you are receiving the COVID-19 Wage Subsidy, you must try your hardest to pay the employee 
named in your application, at least 80% of their usual wages. If that isn’t possible, you need to pay at 
least the subsidy rate (ie, full-time or part-time).” 
 
The Ministry of Business Innovation and Employment (MBIE) have stated that “Best Endeavours” 
means that the: 
 
“Employer and employee can negotiate an alternative approach. (For instance, the employee may 
accept a 60% wage if that means more of their workforce colleagues can also be paid income). Such 
best endeavours would need to be documented by the employer.” 
 
The Government Work and Income Web site requires Employers to make declarations when applying 
for the wage subsidy scheme, including: 

• Your business has experienced a minimum 30% decline in actual or predicted revenue over the 
period of a month when compared to the same month last year, or a reasonably equivalent 
month for a business operating less than a year, and that revenue loss is attributable to the 
COVID-19 outbreak; and 

• Before making your application for the subsidy, you have taken active steps to mitigate the 
impact of COVID-19 on your business activities (including but not limited to) engaging with 
your bank, drawing on your cash reserves as appropriate, making an insurance claim 

Your obligations to use the subsidy to retain and pay your employees 

• You acknowledge that the granting of your application and your receipt of the subsidy does 
not override your existing obligations under the Employment Relations Act 2000; 

• You will not make any changes to your obligations under any employment agreement, 
including to rates of pay, hours of work and leave entitlement, without the written agreement 
of the relevant employee 
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Paying less than 80% or only the wage subsidy during the lockdown period is a lawful response and 
one envisioned by the Government. However you are expected to put this as a proposal to your 
employees, seek their consent and document this. Additionally you need to be able to confirm that 
you have a genuine restriction on your ability to pay as highlighted in red above. The recently 
announced Government Business Finance Guarantee Scheme is another source of funding that should 
also be considered.  

If you are not able to pay employees at 80% you do need to have agreement of employees to pay less 
or at the Government subsidy level. I am able to assist you if needed, by drafting a letter to detail this 
which will meet both your legal and contractual obligations, thus managing you risk from an MSD 
auditing perspective and the possibility of a Personal Grievance claims from employees. Just email me 
if you need help with this. 

In terms of restructuring it is important that you remember all your current contractual and legal 
obligations remain (as detailed above). The expectation is that businesses will use the wage subsidy 
scheme in order to retain and provide some level of remuneration for employees during the 
lockdown period. The subsidy lasts for twelve weeks, so if you do decide to restructure following the 
lock down period remember: 

• You must follow the process documented in your employment agreements and set out in the 
Employment Relations Act - again I can assist you if you need help with this 

• You must account for the un-allocated component of the wage subsidy for any employees 
made redundant. The Government will be auditing the use of these funding in due course so 
if a position declared redundant, the unallocated funding for the person in the role should be 
accounted for and returned to MSD. 

I hope these comments help answer your questions regarding the wage subsidy. If you need further 
assistance or have questions in any of the areas outlined, feel free to contact me. 

 


