
 

Rt Hon Jacinda Ardern, Prime Minister 
Hon Kris Faafoi 
Hon Stuart Nash 
Hon Grant Robertson 
Hon Simon Bridges 
Hon Paul Goldsmith 
Hon Todd McClay 
Parliament Building 
Wellington, 6160 
 

16 April 2020 

 
Dear Prime Minister, Government Ministers and Opposition Members of Parliament 
 
COVID-19 effect on small business leases – call for urgent action to be taken to prevent 
business closures 

We refer to our previous letter to each of you dated 2 April 2020.  In our letter we wrote: 

a) calling for urgent action to be taken to prevent business closures; and  

b) we implored you to address the critical issue of rent relief to all tenants of 
commercial leases – as many leases do not provide any rent relief.  

We have had no response from government or the Ministry for Business, Innovation & 
Employment to our letter and our views do not appear to have been considered in the 
recent package that was announced yesterday to supposedly assist small to medium-sized 
businesses. We find this very disappointing.  As we said in our letter, we are the peak body 
representing franchising in NZ.  Turnover of the franchising sector represents circa 11% of 
New Zealand’s GDP.  As such franchising is a critical part of the New Zealand economy.  And 
most of the circa 37,000 franchisees in NZ are small businesses – the very people that the 
government has said need more government support.   

In our letter we explained to you why rent relief is critical and why we believe urgent action 
needs to be taken to put cash in the hands of small to medium-sized business owners. We 
are disappointed that these issues have not been addressed in your package – as we say 
below, we think there are issues with the loss carry back package and it will not provide cash 
to many SMEs.  

We understand that officials have met extensively with the Property Council and other big 
business groups such as banks. We believe that consultation with other key groups – such as 
us - who will be affected by your business package should have occurred and that failure to 
consult has resulted in a package that we think will not work for many small to medium-



 

sized businesses.  We think that many of those businesses are now doomed to fail – at 
considerable cost to their employees, owners and other stakeholders.   

Issues with the government support package 

The package government has announced will not work for many small to medium-sized 
businesses for the following reasons: 

a)  Loss carry back will not work for all: a loss carry back mechanism is only going to 
provide cash where the relevant business was generating reasonable profits in the 
previous financial year.  Many small to medium businesses, including franchises, do 
not operate with substantial profits from year to year. These are businesses that are 
often operated by family members and exist in order to provide jobs for family 
members including the proprietors. This is not to say that they are not thriving and 
viable business endeavours who provide an income for the owners’ family and their 
employees. The point is that there are not going to be substantial profits against 
which losses can be offset to provide actual cash in the hands of the business owner.  

 A loss carry back mechanism is not the same thing as immediate cash in the bank of 
a business owner.  

b)  Landlords given green light to demand payment:  Landlords and creditors are 
making it known to franchisees and franchisors, in particular where there is a 
commercial lease involved, that they want to be paid now. In the light of the 
government package yesterday, we believe landlords and creditors will now be 
moving full steam ahead to demand payment from SMEs – and their guarantors. The 
fact that they need to wait 30 days will not stop landlords, it will just defer them 
temporarily.   

And as we say above, many leases do not provide for any rent relief.  Relief in some 
form – such as the Australian government has introduced – is needed.  

c)  Breathing space for tenants inadequate:  the extra time for enforcement of leases is 
in reality completely inadequate, when having a small amount of extra time will not 
(particularly at this time) increase the business’s chances of being able to pay.  

 Many small businesses go from hand to mouth most months and loss of one or two 
months trading is going to permanently set many back. It is not, in our view, 
commercially realistic to think that businesses are going to increase their 
indebtedness in order to survive long-term. Faced with the current uncertainty 
around COVID-19, many will simply close. Jobs will be lost and residential homes 
that had been offered as security will be sold.  What is really needed here is more 
cash and immediate rent relief.  

d)  Further support needed now:  Minister Nash has said that in the absence of further 
support from the government, viable SMEs may be forced to close down 
permanently. That is, in our view, a complete understatement - many SMEs will 



 

close down permanently. In our view, in the light of the announcement, many will 
now make the decision to do so. The statement that the government will be 
providing tailored support services to help businesses weather the storm does not 
help address the pressures on SME businesses like franchisees and franchisors who 
need real tangible help now – i.e. rent relief and cash.   

We remain disappointed that no one from government or MBIE contacted us or sought to 
engage with us at all.  Our letter was not even acknowledged. This is incredibly disappointing 
given the size of the franchise sector and its contribution to the New Zealand economy. 

Given the extensive cash help that is being offered to employees, beneficiaries and students, 
we think much more needs to be done to help SMEs. 

We would like to urge the government to urgently review its decision.  In our view the 
following are required as a matter of urgency: 

1. a cash subsidy to all struggling SMEs in New Zealand who: 

 trade from leased premises; and/or 
 have other fixed costs that have not substantially reduced under the lockdown. 

 

2. the critical issue of rent relief for all tenants of commercial leases needs to be 
addressed.  Many leases do not have any provision for rent relief at all.  And many 
landlords are taking a very tough line on tenants and refusing to grant any rent relief 
or are trying to leverage enhanced terms (and in some cases personal guarantees) - 
which we think is abhorrent.  

We note the government has spoken today about what life under a new level 3 might look 
like but until such time as all businesses are able to fully open for trade there will be no 
respite for a number of our members and their franchisees, in particular across the retail 
and hospitality sector.  

Thank you in anticipation for your favourable consideration of this letter.  We remain open 
to speaking with you at a time of your convenience.  

Yours faithfully, 
 

 
 
Robyn Pickerill 
CEO 
 


