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I have been advising around redundancies for over 30 years and here are 7 key messages I have discovered 

are helpful for people affected like you. 

 

1. Redundancy is not your fault 

Your situation is caught up in much bigger forces than yourself, and there is almost certainly nothing 

you could have done in the past that would have made any difference to what has happened to you. 

 

2. Treat your redundancy pay-out as a prepayment of salary or wages 

If you spend it all before you are in a new job, it doesn’t matter. You have to maintain your household 

financially in the short term. In the first instance a pay-out is not a windfall. The only bit that will be a 

windfall is the bit you have left over once you have a new job. 

 

3. At source tax on redundancy 

Your employer has no choice in how much income tax is deducted at source from your gross 

redundancy payment.  

The basic model is you take your last 4 weeks’ gross pay and multiply it by 13. [Shortcut is to just take 

your basic annual salary.]  

Add your gross redundancy. 

If the sum is greater than $70,000, the at source tax deduction will be a flat 33% 

If the sum is between $48,000 and $70,000, then the flat rate deduction will be 30%. 

For completeness if the sum is between $14,000 and $38,000, tax will be 17.5%, and if it is less than 

$14,000 the tax will be 10.5%. 

Now whether that turns out to be the right tax liability will depend on what other taxable income you 

earn in the income tax year your redundancy is paid out. 

 

4. Jobseeker support (new name for unemployment benefit via WINZ) 

It’s a truism that everyone during Covid-19 is eligible for a benefit. The issue is whether this will be 

paid as a positive number or is simply zero. 

Normally there is a stand-down period after someone is made redundant before a benefit can be paid. 

But this is now suspended.  

The only adjustment is that if you get paid out annual leave, your effective date for being eligible for a 

benefit is the date you finish + days added on for leave paid out. 



 

The benefit payment amount is subject to a household incomes test – so if you are a couple, both your 

and your partner’s income is counted.  

• If you are single without dependents, or have a partner (regardless of whether you have 

dependent children) you can earn $80 per week of household income before your benefit starts 

being reduced; for every $ of income you earn above $80 gross weekly income,   the gross 

benefit is reduced by 70 cents. 

• If you are single with dependent children, the threshold where the benefit is not reduced is the 

first $100 of other income. The benefit then abates 30 cents in the $ from $100 to $200, and a 

further 70 cents in the $ beyond that.  

 

5. Kiwisaver 

There are 3 contributors to your Kiwisaver account – you, your employer and the Government. 

If you have no pay-check, you make no payroll Kiwisaver contribution. Similarly, you have no 

employer, there is no employer’s contribution. 

The government’s contribution is made annually based on a June 30 year. They subsidise the first 

$1042.86 of your personal contribution from 1 July to next 30 June at the rate of 50c in the $ Your 

Kiwisaver provider arranges for this subsidy from Government and buys more units for your fund. 

My normal advice is to stop making contributions until you are back employed. Your existing fund just 

carries on. 

 

6. Loan repayment holidays 

If cashflow is tight then I think reducing accelerated repayments and asking your bank to suspend 

principal repayments makes sense. You pay the interest, so the loan balance is frozen. 

I am less keen on suspending interest payments – it’s not a free lunch as the interest payments you 

don’t make are capitalised (added to) your outstanding loan balance. 

 

7. Insurance premium suspensions 

I have seen a few instances of offers being made to insureds to suspend premiums. A BIG WARNING is 

that this suspends the cover. So, if you suspend your life insurance premium, and die while the 

premium is suspended, then the insurance company will not pay out if you die. 

If you really need the cover please DO NOT SUSPEND INSURANCE PREMIUM. 
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