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History & where are we now?

What has happened
* Budget 2021
* Consultation document — February 2022

* Minister of Finance comments — September
2022

What may happen
* Legislation before Christmas?
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What are we talking about?

From Budget 2021

“We have also learned lessons from COVID-19. One of those is that, just as occurred after the Canterbury Earthquakes
and GFC, the Government found itself having to put in place ad-hoc measures to protect the incomes of New Zealanders
who had lost their jobs. We did this with the COVID-19 Income Relief Payment. At the urging of Business NZ and the
Council of Trade Unions we have committed to the development of a Social Unemployment Insurance scheme. Many
countries around the world have such a scheme. We are investigating an ACC-style scheme that would provide 80
percent of income for a fixed period of time, with minimum and maximum caps, linked to training opportunities. This
proposal is being developed by a tripartite working group with Business NZ and the CTU, and public consultation will
occur later in the year.”

From the Discussion Document:

“Our proposed scheme — which we would like your feedback on — will see workers receive 80 percent of their usual
salary for up to seven months. It will cover them if they are made redundant, laid off, or when a health condition or
disability means they have to significantly reduce their work hours or stop working entirely. This will give them the time
and financial security to find a good job or take part in training or rehabilitation. The scheme will require people to look
for work or take part in training and rehabilitation. It will be funded by levies on wages and salaries, with both workers
and employers paying an estimated 1.39 percent each. ACC will manage the scheme.”
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Key points to be aware of (as originally proposed)

* Employees and employers will each contribute 1.39%,
for a total levy of 2.77% (I know... it doesn’t add up)

* It will be compulsory and apply to most/all of the
workforce — employees, contractors, self-employed,
work visas

* It will be required to be paid even if the worker will be
ineligible to claim under the scheme

* There are two elements of the insurance (again, doesn’t
add up to 2.77%):

— Displacement levy is 1.42%
— Health conditions and disability is 1.36%
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Key points to be aware of (as originally proposed)

* Levy will have a maximum cap of $130,911 (this was the
2021/22 ACC earner levy threshold), so the maximum
annual levy per worker is $1,819 each / $3,639 total

* Claimants will be paid 80% of personal exertion earnings,
with a cap of $130,911 (i.e. maximum payout rate is
equivalent to earning $104,729pa) P

* Employer must give 4 weeks notice of redundancy and %
must then pay an additional 4 weeks pay (@80%) once AT Y Y T I L A% A
the employee stops work (this is called a “bridging | £ A
payment”)

* Claimants expected to show effort to search for suitable / \
employment and accept suitable offers of employment | y; r
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Why are we doing this?
From the Discussion Docu

uGovernments '
prov'\de income
they can enst
coverage,

“We want working people to be

ynamic but
sectors.”

“It is estimated that
115,000 people are

displaced, on average,
each year.”

“In New Zealand... around

20,000 people stop work each
year due to a health condition,

injury or disability.”

“...while the costs are proposed to
e split evenly between workers
nd employers, employers could
over time pass on such costs to
workers, for instance; by =
supressing wage increases.”




Who can get it?

When can you get
it?

Minimum term?

Who pays what?

How long does it
apply for?
What does the

claimant need to
do?

Can you earn any
income?

Full and part time workers, some casual, fixed term & seasonal workers, self-employed people
who “most resemble employees”. Must be able to prove fixed pattern of work.
Only available to New Zealand citizens and residents... but everyone pays levies.

Disestablishment of role (not for poor performance, misconduct or resignation). Need to fully lose
job, not just a reduction in hours (can still apply if lose 1 part-time job & retain other jobs). Non-
standard employment: look at “loss of reasonably anticipated income” based on “established
pattern of work” or if fixed term role finished earlier than planned end.

Assets and partner earnings do not impact on entitlements.

Must have contributed for 6 months+ over the 18 months preceding the claim.
Can only claim it once every 18 months.

Employer must pay 4 week bridging payment of 80% of normal pay, then insurance scheme will
pay 80% of earnings (subject to cap) — this is subject to income tax & is factored into other
entitlements & student loan repayments.

Up to six months with the potential to extend this to 12 months if in approved training.
Fixed term workers: the payments would be until planned end of employment agreement.

The claimant will be assigned a case manager who will help plan a return to work and connect
them with available services — participation in “Active Labour Market Programmes”.

Can’t leave NZ for more than 28 days.

Claimants would be expected to accept suitable offers of employment.

Up to 20% of pre-loss income, then it abates at 100%.



Health conditions and disabilities

Who can get it?

When can you
get it?

Minimum term?

What does the
employer need
to do?

Who pays what?

How long does it
apply for?

What does the
claimant do?

Can you earn
any income?

NZ citizens and residents with a health condition or disability that leads to a significant reduction in
work capacity. Coverage for all working arrangements (including self-employed).

At least 50% reduction in work capacity that is expected to last for at least 4 weeks.
All sick leave must have been used before accessing the scheme.

Same as for displacement insurance.

Health provider and employer must certify the effect of the health condition or disability on work
capacity. Health provider would assess progress for returning to work.

Employer should take reasonable steps to support the employee continuing to work.

Employer should make efforts to protect the job if there is a reasonable prognosis of a return to
work in 6 months.

Employer must give 4 weeks notice and pay a 4 week bridging payment if they decide to dismiss
the employee because of their health condition or disability. If employment relationship remains or
it is an agreed “medical retirement”, no payment is required.

Same as for displacement insurance.

Obliged to participate in work capacity assessments and return to work services if required.
Job search obligations can be deferred based on guidance from health professional.

Same as for displacement insurance.



Practical issues to consider

Employee levies will be collected through payroll, like existing ACC levies?

Will this need to be reported separately, or will the existing ACC employee levy payment be increased?
Impact on KiwiSaver contributions — will these be reduced by employees?

Application to ‘non standard workers’ and casual workers.

Determining ‘reasonably anticipated income’ when making bridging payments.

Are bridging payments an ‘extra pay’?

Collection and reporting of data on fixed contact / seasonal contract intended end dates.

Need to retain staff on medical leave on payrolls and impact on leave balances and entitlements.
Overpayment of levies by employers when an employee works multiple jobs which exceed the $130,911 cap.
Stability of levy amounts — how frequently will these change?

Will levies be withheld from Schedular Payment recipients?

How will employers establish when an employee has had a 50% reduction in ability to work for medical reasons?
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Deloitte

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL"), its global network of member firms, and their related entities (collectively, the “Deloitte organisation”).
DTTL (also referred to as “Deloitte Global”) and each of its member firms and related entities are legally separate and independent entities, which cannot obligate or bind each other in
respect of third parties. DTTL and each DTTL member firm and related entity is liable only for its own acts and omissions, and not those of each other. DTTL does not provide services to
clients. Please see www.deloitte.com/about to learn more.

Deloitte Asia Pacific Limited is a company limited by guarantee and a member firm of DTTL. Members of Deloitte Asia Pacific Limited and their related entities, each of which are
separate and independent legal entities, provide services from more than 100 cities across the region, including Auckland, Bangkok, Beijing, Hanoi, Hong Kong, Jakarta, Kuala Lumpur,
Manila, Melbourne, Osaka, Seoul, Shanghai, Singapore, Sydney, Taipei and Tokyo.

Deloitte provides industry-leading audit and assurance, tax and legal, consulting, financial advisory, and risk advisory services to nearly 90% of the Fortune Global 500® and thousands
of private companies. Our professionals deliver measurable and lasting results that help reinforce public trust in capital markets, enable clients to transform and thrive, and lead the
way toward a stronger economy, a more equitable society and a sustainable world. Building on its 175-plus year history, Deloitte spans more than 150 countries and territories. Learn
how Deloitte’s more than 345,000 people worldwide make an impact that matters at www.deloitte.com.

Deloitte New Zealand brings together more than 1600 specialist professionals providing audit, tax, technology and systems, strategy and performance improvement, risk management,
corporate finance, business recovery, forensic and accounting services. Our people are based in Auckland, Hamilton, Rotorua, Wellington, Christchurch, Queenstown and Dunedin,
serving clients that range from New Zealand’s largest companies and public sector organisations to smaller businesses with ambition to grow. For more information about Deloitte in
New Zealand, look to our website www.deloitte.co.nz.

This communication and any attachment to it is for internal distribution among personnel of Deloitte Touche Tohmatsu Limited (“DTTL”), its global network of member firms and their
related entities (collectively, the “Deloitte organisation”). It may contain confidential information and is intended solely for the use of the individual or entity to whom it is addressed.

If you are not the intended recipient, please notify us immediately, do not use this communication in any way and then delete it and all copies of it on your system.

None of DTTL, its member firms, related entities, employees or agents shall be responsible for any loss or damage whatsoever arising directly or indirectly in connection with any
person relying on this communication. DTTL and each of its member firms, and their related entities, are legally separate and independent entities.

© 2022. For information, contact Deloitte Global.
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