
Wage Subsidy COVID-19 

The wage subsidy scheme (WSS) ensured employers could keep paying their employees, who could stay 
connected to their employers, even if unable to work their normal hours. It was in place if there was an 
escalation to Alert Levels 3 or 4 anywhere in New Zealand, for 7 days or more.  
 

▪ The original scheme closed in June 2020 

▪ An 8-week extension was available nationally after that, applications closing in September 2020 

▪ A 2-week Resurgence Wage Subsidy was available for those affected by COVID-19 resurgence, closing 
in September 2020 

▪ With the move to COVID-19 Alert Level 3 on 28 February 2021, applications re-opened for the March 
scheme, closing 21 March 2021. 

 
Eligible employers and self-employed anywhere in the country could apply for the WSS if they expected a 
loss of 40% of revenue because of the alert level increase announced on 17 August. The COVID-19 Wage 
Subsidy August 2021 was available from 18 August 2021 to 9 December 2021. 
 

Wage subsidy and tax 

The wage subsidy is considered excluded income to businesses and is GST exempt. When passed on as 
wages, businesses don’t get a deduction for income tax purposes.  
 
The employer funded wages paid over the amount of the wage subsidy are deductible as normal.  
 
If you received the subsidy but did not pass on the full amount to your employee(s), the amount not passed 
on to employees must be paid back to MSD. If it is not, Inland Revenue may consider this to be taxable 
income which you must include in your income tax return and pay tax on it in the year it was received. 
 
If you claimed a subsidy and subsequently repaid it to MSD, you may be entitled to a deduction for the 
salary/wage expense which was previously non-deductible in the year the salary/wages were originally 
incurred. To claim this, you can amend your net profit in myIR and must provide supporting information. Ask 
us if you need help with this. 
 
Keep comprehensive records of wage subsidies received and passed on to employees, as well as any 
subsidies your business subsequently repaid, to be prepared for any adjustments required in your tax return. 
 
Inland Revenue have noted where 2021 IR3/IR3NR Income tax returns have not reported WSS payments 
received in the ‘Government Subsidies’ field of the return. They have flagged they will follow these up. Keep 
all relevant information together for accurate reporting for the 2022 year. 
 

Your declaration and obligations 

If you applied for support through the wage subsidy, keep in mind that the subsidy came with specific 
conditions.  
 
When you applied for the subsidy you made a declaration about your business and how you will use the 
subsidy, including that: 
 

▪ you operate a business and any employees named in your application are legally employed (in New 
Zealand) 

▪ you discussed the wage subsidy application with employees and obtained their consent (preferably in 
writing): 

 to provide information to MSD 
 to information sharing between MSD and other agencies (including non-government agencies) 
 to advise MSD of any employees ending their employment during the subsidy period 

 

https://www.workandincome.govt.nz/covid-19/wage-subsidy/index.html
https://www.workandincome.govt.nz/about-work-and-income/news/2020/covid-19-financial-support-for-businesses.html
https://www.employment.govt.nz/leave-and-holidays/other-types-of-leave/coronavirus-workplace/
https://www.workandincome.govt.nz/covid-19/wage-subsidy/index.html
https://www.workandincome.govt.nz/online-services/covid-19/declaration-wage-subsidy.html


You also consented to the MSD publishing information about your business and the level and duration of any 
subsidy provided to you on a publicly available register. 
 
The subsidy committed you to retaining and paying your employees. You could only vary employment 
agreements with employees with their agreement. You agreed to repay the subsidy or part of subsidy if you: 
 

▪ failed to meet any obligations 

▪ provided false or misleading information 

▪ received insurance such as business interruption insurance for any costs covered by the subsidy 

 
You may be subject to civil proceedings to recover any amount received that you are not entitled to and/or to 
prosecution for offences under the Crimes Act 1961.  
 
It is also important to note the Ministry of Social Development provides a search function to enable anyone to 
search employers who received wages subsidies. 
 

Main requirements for Wage Subsidy eligibility 

You were entitled to the subsidy arising from the alert level increase announced on 17 August 2021 if: 
 

▪ your business experienced a 40% decline in actual or predicted revenue because of COVID-19 and you 
took active steps to mitigate the impact. This includes talking to your bank, drawing on cash reserves, 
making an insurance claim. You need to be able to provide evidence of the impact on your business and 
the steps you took. You cannot take the effects of Alert Level 2 into account when calculating your 
revenue decline. However, if the area your business is in changed alert level during the revenue test 
period either from Alert Level 2 upwards, or down to Alert Level 2 then you can attribute your revenue 
decline to the impact of COVID-19. 

▪ as an employer, you: 

 did your best to pay your employees 80% of their pre COVID-19 income for the period of the 
subsidy. If this was not possible then you passed the entire wage subsidy on to employees. This 
applies to all employees, and they all must at least have received the full value of the subsidy. 
Where the ordinary wages or salary of an employee was lawfully below the amount of the subsidy 
before the impact of COVID-19, you could pay the employee that amount.  

 must have retained employees for the period of the subsidy 
 should not have compelled employees to take their leave to receive the subsidy. Leave requirements 

for employees remained unchanged  
 
You couldn’t receive more than one COVID-19 payment for the same employee at the same time. This 
includes the: 
 

▪ Wage Subsidy 

▪ Leave Support Scheme  

▪ Short-Term Absence Payment  

https://www.msd.govt.nz/about-msd-and-our-work/newsroom/2020/covid-19/covid-19-wage-subsidy-employer-search.html
https://www.workandincome.govt.nz/online-services/covid-19/declaration-wage-subsidy.html

