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FAMILIES PACKAGE

Proposal

1. The Government’s plan for its first 100 days includes a commitment to legislate to
pass the Families Package. I seek the agreement of Cabinet to a Families 
Package that will:

 repeal the tax cuts and changes to Working for Families (WFF) tax credits 
announced in Budget 2017;

 boost  the incomes of  low and middle income families by increasing the
Family Tax Credit and raising the abatement threshold;

 reinstate the Independent Earner Tax Credit;
 introduce a Best Start payment to help families with costs in a child’s early

years;
 introduce a  Winter  Energy  Payment  to  help  older  New Zealanders  and

many of our poorest families heat their homes over winter; and
 implement the Accommodation Supplement and Accommodation Benefit 

changes as currently planned.

2. I also propose that the reinstatement of the Independent Earner Tax Credit, and 
changes to Accommodation Supplement and Accommodation Benefit will be 
effective from 1 April 2018.  The remaining Package components will be 
implemented on 1 July 2018.

Executive Summary

3. The Families Package is designed to provide targeted social assistance to 
improve incomes for low and middle income families with children, and to reduce 
child poverty.  It is part of the Government’s focus on ensuring children get the 
best start in life, and that our welfare system doesn’t leave families without 
support.
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4. The Families Package increases the amounts of several existing forms of social 
assistance and introduces two new payments: the Best Start tax credit and 
Winter Energy Payment.  As a whole, the proposed changes positively impact 
many families with children – especially those on less than 67,000 per annum –  
ensuring that these families are receiving support at a critical time for children’s 
early development.  

5. The Package also provides income support for individuals, families and 
superannuitants through the reinstatement of the Independent Earner Tax Credit 
and the introduction of the Winter Energy Payment.  Families with and without 
children will also benefit from increases to housing subsidies.

6. Compared to the Budget 2017 changes, around 335,000 families with children 
will be better off by an average of approximately $34 more per week. 

7. The analysis shows that in its first year (1 July 2018 to 31 March 2019), the 
Package is expected to reduce the number of children living in households 
earning below 50% of median household income by around 12,000, relative to 
the previous Government’s changes as part of Budget 2017.  This number is 
expected to increase by around 17,000 children by 2021 when the Best Start 
payment is fully implemented for all children under 3 years old.

8. By reversing the previous Government’s income tax cuts, the Families Package 
is estimated to raise revenue by $8.364 billion over the forecast period, which is 
used to fund the costs of the Package, estimated at $5.527 billion over the 
forecast period. Implementation costs are approximately $27.2 million over the 
same period. 

9. This means that over the five year forecast period, the Families Package has an 
estimated positive impact on the operating balance of approximately $2.837 
billion (excluding implementation costs). These net savings free up funding to 
support our investment in other areas of government spending, including 
housing, health, education, and other priorities.

10. The table below summaries the expense impact of the Families Package, before 
and after a clawback is applied. 

$m – increase/(decrease)

2017/18 2018/19 2019/20 2020/21 2021/22 &
outyears

Total Expense impact of 
the Families Package 
(before clawback)

(80) 1,157 1,309 1,525 1,616

10% clawback (8) 116 131 153 162
Final expect expense 
impact of the Families 
Package

(72) 1,041 1,178 1,372 1,454
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11. The Package will benefit many families in New Zealand, and is part of a broader 
set of policies to improve the lives of all New Zealanders.  However, the existing 
tax and transfer system is still complex, and at times creates high effective 
marginal tax rates.  The Government will undertake a wider review to investigate 
options for improving the overall welfare system taking into consideration broader
objectives of equity, effectiveness, simplification, fiscal costs and work incentives.

Background

New Zealand’s social deficit

12. Too many New Zealand children are growing up in poverty. In 2016, 140,000 
children were in households earning less than 50 percent of median household 
income. Child poverty imposes considerable social and economic costs. There is 
robust evidence that growing up in poverty can harm children in multiple, 
predictable, substantial and often sustained ways.

13. Poverty is being compounded by poor housing. 1,600 New Zealanders die every 
winter from causes linked to living in cold houses. A further 40,000 children are 
admitted to hospital every year with illnesses related to living in unhealthy homes.

14. For many families, work does not adequately pay to lift them out of poverty. 40% 
of children living in income poverty are in working households.

A Families Package to reduce child poverty and improve income adequacy

15. The Families Package, and the resulting changes to the tax and transfer system, 
is a central part of the Government’s wider focus on reducing child poverty and 
improving income adequacy.  The Package offers targeted forms of social 
assistance to support low and middle income families.

16. The introduction of the Best Start scheme, and our increase in Working for 
Families payments, allows us to target money at children and young people, 
and at low and middle income families. We believe that every Kiwi child deserves
the best start in life regardless of their background. 

17. The reinstatement of the Independent Earner Tax Credit will ensure more 
adequate incomes for many low income working New Zealanders.

18. The introduction of the Winter Energy Payment is aimed at helping older New 
Zealanders and many of our poorest families heat their homes over winter. This 
is in recognition of the high costs of heating and the importance of warm, dry, 
healthy homes over winter.  

19. We will also implement the changes to the Accommodation Supplement and 
Accommodation Benefit announced as part of Budget 2017.  The 
Accommodation Supplement maxima have not been updated since 2005, and 

3

83aqnp6cj4 2018-01-18 11:30:30



the proposed maxima and Area updates will particularly support families in the 
private housing market who are in severe housing stress and are more likely to 
be experiencing financial hardship.

20. As part of its 100 day plan, this Government is legislating to increase Paid 
Parental Leave from 18 weeks to 22 weeks effective 1 July 2018, and to further 
increase this to 26 weeks in 2020.  This change provides increased support for 
working families with very young children, reducing financial stress and 
contributing to child and social outcomes in the short and long term.

21. The Families Package is part of broader and coordinated commitment of this 
Government to supporting New Zealand families. We have announced our 
commitment to legislate to drive action to reduce child poverty through a child 
poverty bill by requiring Governments to set and publish targets, and to report 
against those targets. 

22.

The Proposed Families Package

23. This section provides an overview of each of the proposed changes under the 
Families Package. 

24. Due to the complex interdependencies generated by the Families Package, I – 
together with the Ministers of Housing and Urban Development, Social 
Development, Revenue, and Children – have already taken a series of detailed 
design decisions on the Families Package;

25. I have focused on the key design and equity considerations in this section. For 
further details, see the background Annexes.

Repealing the Budget 2017 tax cuts and reinstatement of IETC

What is proposed?

26. In Budget 2017, the previous Government increased the bottom two tax 
thresholds (and associated thresholds for other withholding taxes) and repealed 
the Independent Earner Tax Credit (IETC), with effect from 1 April 2018. 

27. I seek agreement to repeal these decisions, effective 1 April 2018, which will 
keep the tax thresholds where they are at $14,000 and $48,000 respectively, and
to reinstate the IETC at $520 a year for people earning between $24,000 and 
$48,0001.  The money saved from these changes will enable the Government to 
fund the Families Package and free up funding for other Government priorities.

1 From $44,000 the payment is abated at 13% until it is fully abated at $48,000.
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28. Around 500,000 individuals received the IETC in the 2016/17 tax year.  I seek 
agreement to amend the reinstated IETC so that a person cannot claim this tax 
credit if they or their partner are eligible to receive the Best Start payment 
(discussed below). This is in line with the treatment of other forms of government 
financial assistance, such as the Family Tax Credit.  The change would apply for 
the 2018/19 tax year and later tax years although it will not have a real impact 
until Best Start becomes available from 1 July 2018.

Boosting Working for Families tax credits

What is proposed?

29. The previous Government made changes to Working for Families tax credits 
(WFF) alongside the tax changes. I seek agreement to repeal those changes and
instead that the rates and abatement settings of WFF be changed effective 1 July
2018 to higher amounts, which are summarised in the following table:

Table 1: Working for Families tax credit changes

Annual rate of family tax credit 1 April 2018 1 July 2018

Eldest child, 16-18 $5,303

$5,878

Eldest child, 0-15 $4,822

Subsequent child, 16-18 $4,745

$4,745Subsequent child, 13-15 $3,822

Subsequent child, 0-12 $3,351

WFF abatement rate 22.5% 25%

WFF abatement threshold $36,350 $42,700

Interactions with other welfare payments

30. Caregivers that receive Orphan’s Benefit, Unsupported Child’s Benefit or Foster 
Care Allowance for a child in their care are not able to apply for the Family Tax 
Credit.  As such, these caregivers will not gain from the increase in Family Tax 
Credit rates and would be relatively worse off in comparison.  I seek agreement 
to increase the rates of Orphan’s Benefit, Unsupported Child’s Benefit and Foster
Care Allowance by $20.31 per week, which reflects the increase in eldest child 
Family Tax Credit rate for children aged 0-15.
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31. The Minimum Family Tax Credit (MFTC) has the policy objective of ensuring that 
all beneficiaries are better off in work by topping up after-tax income to a set 
threshold.  I seek agreement to increase MFTC threshold for the 2018/19 tax 
year, starting 1 April 2018, from $23,816 to $26,156 (moving from $458 to $503 a
week).  Around 4,000 families will gain from this increase in 2018/19.

Best Start

What is proposed?

32. Best Start is a payment of $3,120 per year (or $60 per week) per child to help 
families with the costs in a child’s early years.  It is intended to give all families 
extra support in the first year of a child’s life and, for low and middle income 
families (earning under $79,000 per year) support until the child turns three. The 
focus is on the first three years given how important those years are for a child’s 
development, but also because this is the time many families struggle to manage 
care and often work responsibilities. We want families to have more choice when 
it comes to the first three years of their child’s life.

33. For families receiving Paid Parental Leave, Best Start payments would begin 
after Paid Parental Leave ends.  Best Start replaces the Parental Tax Credit. 
Around 65,000 newborns annually will qualify. The Best Start payment will be 
made available for children born, or due to be born, on or after 1 July 2018. 

Design considerations

34. Best Start will be available to caregivers receiving Orphans’ Benefit (OB), 
Unsupported Child’s Benefit (UCB) and Foster Care Allowance (FCA) caring for 
children under three.

35. While the Best Start payment will be universal in the child’s first year, payments 
will not begin until any Paid Parental Leave entitlement ends.  However, Paid 
Parental Leave is not always taken immediately, with parents and caregivers able
to apply retrospectively.  This could mean that some families claim Best Start 
from the child’s birth and then later claim Paid Parental Leave for the same 
period of time.  To avoid the potential double payment, I propose that Best Start 
and Paid Parental Leave cannot be paid for the same child for the same period of
time. In general we would expect most families will claim Paid Parental Leave 
over Best Start payments.

36. A key decision is who is eligible for the Best Start payment, especially in 2018.  
Making this new payment available from 1 July 2018 to all children who are born 
on or after that date is an objective definition that can be evidenced by the child’s 
birth certificate.  However, this may seem unfair to those families who were 
expecting to qualify but their child was born early or prematurely.  Therefore, I 
propose that Best Start would also be available to those families with an 
expected due date on or after 1 July 2018 where the child was born before that 
date.
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37. To ensure the real value of the payment rate remains constant over time and to 
align with the indexation provisions for WFF, I propose that Best Start payments 
are indexed when cumulative inflation excluding tobacco exceeds 5%.  In the 
absence of any future changes the rates are forecast to increase on 1 April 2022.

Risks and broader impacts

38. Implementing the new Best Start payment ready for 1 July 2018 is a challenge.  
To make this successful, and to reduce the level of compliance on families with 
young children, the Best Start payment would be legislatively treated as part of 
the Working for Families tax credits, with its own abatement regime.  This will 
enable some existing rules, process and customer information to be used to 
determine and administer Best Start. 

39. The proposed design of the Best Start payment and the abatement threshold at 
$79,000 creates an effective marginal tax rate of over 100% for some families. I 
note that this is a risk that comes with introducing targeted forms of social 
assistance.

40. I seek agreement that the Best Start payment be implemented according to the 
further details presented in the Annexes of this paper.

Winter Energy Payment

What is proposed?

41. The Winter Energy Payment (WEP) will support those in receipt of a main benefit,
New Zealand Superannuation or a Veteran’s Pension to heat their homes in 
winter by increasing the amount of money available over the winter months.  

42. The WEP is a payment of $450 a year for single people, and $700 for couples or 
those with dependent children. I propose that this will be implemented on 1 July 
2018.

43. Table 2 shows that approximately 1 million people will be eligible for the WEP.  
This means that WEP will be the supplementary assistance with the largest 
eligible population in the benefit system2 and therefore should be designed to fit 
within the existing systems and processes to ensure WEP is implemented 
consistently. 

Table 2: Forecast recipients of the WEP

 Jun-183 Jun-19 Jun-20 Jun-21

NZS/VP 712,000 736,000 760,000 785,000 

2 To 31 October 2017, approximately: 285,000 clients receive the Accommodation Supplement
233,000 clients receive the Disability Allowance; 66,000 clients receive TAS

3 Note: June 2018 is the default forecast period, payments will not commence until 1 July 2018
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Main Benefits 275,000 266,000 259,000 258,000 

Total 987,000 1,002,000 1,019,000 1,044,000 

Design considerations

44. In finalising the detailed design I have sought to ensure the WEP is treated 
consistently with other forms of assistance available under the Social Security Act
1964 (e.g. Accommodation Supplement), provided that taking such an approach 
is consistent with the purpose of the WEP.

45. I consider that eligibility for the WEP should be limited to those who are in New 
Zealand over the WEP period of entitlement. This is consistent with the policy 
intent and would ensure we treat the eligibility of WEP consistently with both 
Accommodation Supplement and the Disability Allowance.  This means that if a 
person is absent from New Zealand for more than a 4 week period at any one 
time during the eligibility period, their WEP will stop. However, if they return to 
New Zealand within the WEP eligibility period their WEP will resume.  

46. I seek your agreement that the WEP period of entitlement be defined as being 22
weeks from 1 May (and 13 weeks from 1 July in 2018) to ensure the eligibility 
period works effectively with existing payment systems.  Furthermore, I seek your
agreement that instalments are then calculated and paid automatically on a:

 weekly basis (for main beneficiaries); and 
 fortnightly basis (for superannuitants and veterans).

47. I recommend that each year we give clients the option to “opt out” of receiving 
the WEP if they do not consider they need to receive this payment in order to 
meet their winter heating costs. Note that this opt-out option is currently only valid
for the year in which they apply to opt out. The following year, the WEP will be 
automatically granted again.

48. However, I will do further work with Joint Ministers to explore whether we can 
introduce an option where people can choose to opt-out of the WEP 
permanently. 

Risks and broader impacts  

49. The proposed design of the WEP creates a situation where some beneficiaries 
become worse off when they earn additional income in a particular income range,
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creating disincentives to moving into work or increasing hours of work. The 
impact of this issue is expected to be relatively small.

50.

Accommodation Supplement and Accommodation Benefit changes

What is proposed?

Accommodation Supplement changes

51. I propose that the Accommodation Supplement (AS) maxima increases already 
legislated for as part of Budget 2017 be implemented from 1 April 2018 as part of
the Families Package. The AS maxima changes increase the maximum 
payments available, based on the 40th percentile of 2016 rents.

52. I also propose that locations in New Zealand be reallocated among the four AS 
Areas to better reflect current housing costs as currently legislated for. The 
boundaries for the locations will also be updated to be based on 2017 Statistics 
New Zealand boundaries.

53. I am seeking agreement that the definitions of AS Areas be moved from primary 
legislation into regulations, and that this be progressed through the Families 
Package Omnibus Bill. I am also seeking agreement to remove the requirement 
that AS Area boundaries be updated when Statistics New Zealand updates 
boundaries.

Accommodation Benefit changes

54. I propose that the up to $20 a week increase in the maximum payment of the 
Accommodation Benefit (AB) already legislated for as part of Budget 2017 be 
implemented from 1 April 2018 as part of the Families Package.4

55. Regulations to increase the maximum rate of AB available (from $40 per week to 
$60 per week) are legislated to come into force on 1 April 2018. I recommend 
retaining the proposed increase to AB to reflect the increasing housing costs for 
students.

Addressing consequential impacts

What is proposed?

56. The tax and transfer system is complex and the components are often 
interdependent. As a result, changes in one type of assistance can often impact 
the level of support for other assistance. Although these flow-on impacts are 

4  The AB is a supplement available to students receiving the Student Allowance to contribute to their 
accommodation costs if they are not living at home.
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often appropriate, they can create negative financial consequences for small 
groups of the population. 

57. I recommend the Minister for Social Development establishes a Ministerial 
Welfare Programme under the Social Security Act 1964 to compensate those 
who are unintentionally financially disadvantaged as a result of the Package. I 
propose that this occurs through the establishment of a transitional assistance 
fund. 

58. Establishing a payment to compensate those financially disadvantaged for a 
transitional period is consistent with previous major reforms and ensures that 
complexity in the system does not create unintended consequences for families 
receiving financial assistance. 

59. In this section, reference to those financially disadvantaged refers to the actual 
changes in incomes for families before and after the implementation of the 
Families Package.  

Design considerations

Cohorts that will be financially disadvantaged

60. While the Families Package will improve incomes for many families overall, 
officials expect that a small number of families will receive less financial 
assistance under the Package once it is fully implemented relative to Budget 
2017 settings.  Officials estimate that on 1 April 2018: 

a) 103 families will lose, on average, $9 per week due to increases to the 
Accommodation Supplement, resulting in these families losing eligibility to 
the Temporary Additional Support (TAS) disability allowance exception 
amount 5; and

b) 540 families will lose on average $23 per week in Childcare Assistance, 
due to increases to the Accommodation Supplement resulting in reductions 
in their Childcare Assistance. Some of these families will have their 
reductions in Childcare Assistance offset by gains from the Accommodation
Supplement. 

61. Officials estimate that no additional families will be financially disadvantaged on 1
July 2018 when other aspects of the Package are implemented. 

Targeting the transitional assistance fund

62. The payment will be made available for anyone who is unintentionally financially 
disadvantaged as a result of the Package for a maximum 12 months from the 

5 The disability allowance exception provides for additional support with disability costs through TAS for 
those receiving the upper limit rate of TAS. Clients may receive less assistance overall if they receive more
in Accommodation Supplement and other forms of assistance, resulting in them moving off the TAS upper 
limit and becoming ineligible for the disability allowance exception.
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date of grant, or until the client experiences a change in circumstances that 
results in them receiving higher net income (whichever is sooner).

63. I recommend using this payment to compensate all 540 families who receive a 
reduced amount of Childcare Assistance (or lose eligibility), regardless of gains 
from Accommodation Supplement or other aspects of the Package. 

64. This is because it would be unfair to expect people with high housing costs to 
meet more of their childcare costs due to increases in assistance for 
accommodation costs. In addition, as Childcare Assistance is paid directly to 
providers, the loss in Childcare Assistance would be more visible to clients than 
other interactions from the Package.

Risks and broader impacts on the tax and transfer system 

Community Services Card

65. The Community Services Card (CSC) helps almost a million low or middle 
income earners and their families to access subsidised health services. There are
also indirect benefits to having a card as many groups and organisations use the 
CSC as an income test for the products and services they provide, such as the 
home insulation subsidy for rental properties they are tenants in.

66. The Family Tax Credit is considered income when determining eligibility for the 
CSC. This means the proposed increases in the Family Tax Credit would, without
further action, lead to around 15,000 current recipients of the CSC losing 
eligibility as their assessable income would be above the current threshold. 
These are working families with children; those without children are not impacted 
as they do not receive Family Tax Credits.

67. I seek agreement to increase the Community Services Card income thresholds 
on 1 July 2018 to ensure that no client loses eligibility to the Card due to the 
increase to Family Tax Credits.

Further consequential impacts

68. There is a risk that further consequential impacts are identified as implementation
progresses. I am advised that the associated fiscal costs are likely to be very 
minor. If further consequential impacts are identified, the relevant Minister will 
report back to Cabinet.

Distributional impacts

69. The information presented in this section, and the following section on child 
poverty, is based on a comparison with the changes introduced in Budget 2017. 
These estimates are based on modelling assumptions and the Half Year 
Economic and Fiscal Update forecasts. The estimates will therefore be subject to 
revision and should be interpreted as indicative only.

11

83aqnp6cj4 2018-01-18 11:30:30



70. The distributional analysis presented in this paper is relative to the previous 
Government’s Family Incomes Package. This is because in the required 
timeframe, modelling constraints prevented the Treasury comparing the 
distributional impacts of the Families Package to current settings (i.e. settings up 
until 31 March 2018). 

Impacts relative to previous Government’s settings

71. Relative to the previous Government’s settings, the Families Package delivers 
more money to families with children and reduces child poverty by implementing 
the Families Package, approximately 335,000 families with dependent children 
will gain an estimated average of $34 per week more than in the previous 
Government’s Package – see Table 3.  This peaks at an average of $42 per 
week more for families in decile 4, who earn a family income between $47,000 
and $67,000.

72. There are also families with children who earn higher family incomes who lose an
estimated average of $28 per week compared to the previous Government’s 
Package I note that these families are not actually financially disadvantaged 
compared to their current financial position. 

73. As such, these families would not be eligible for the transitional assistance fund 
as their net income would not have reduced when comparing before and after the
implementation of the Families Package. As noted earlier, the qualifying criteria 
for transitional assistance for someone who is financially disadvantaged relates to
the difference between what families were receiving before and after the 
implementation of the Families Package, and is not relative to what they would 
have received in the previous Government’s Package.
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Table 3: Distributional impacts for families with children for Tax Year 
2020/21 compared to Budget 17 package

Family 
taxable 
income 
decile

Total 
number 
of 
Families

Number of 
families 
gaining

Average 
weekly gain
for gaining 
families

Number of 
families 
disadvant-
aged 

Average 
weekly loss 
for losing 
families

Minimum 
income in 
decile

1 59,000 59,000 $     36 * * *

2 59,000 57,000 $     31 * * $ 20,000

3 59,000 55,000 $     28 Δ $    (2) $ 28,000

4 59,000 59,000 $     42 * * $ 47,000

5 59,000 50,000 $     39 9,000 $   (11) $ 67,000

6 59,000 32,000 $     24 26,000 $   (19) $ 83,000

7 59,000 10,000 $     18 49,000 $   (23) $100,000

8 59,000 8,000 $     35 51,000 $   (30) $121,000

9 59,000 * * 56,000 $   (34) $150,000

10 58,000 * * 56,000 $   (35) $204,000

All 586,000 335,000 $     34 251,000 $   (28)

Notes for Table 3:

 All measures of change are relative to the currently legislated Budget 2017 changes).

 Only families with dependent children have been included.  Families without dependent children are

not shown in this table – they will be primarily affected by the reversal of the tax cuts and 

reinstatement of the Independent Earner Tax Credit.

 This analysis was carried out using Treasury’s micro-simulation model of the tax and welfare 

system – TAWA. All calculations should be considered as estimations.

 Deciles and decile boundaries are determined by family taxable incomes in the status quo.

 Families are counted as gaining (losing) if their annual disposable income increases (decreases) by

0.1c or more.

 Elements with stars “*” are suppressed for confidentiality as values must have more than 3000 

counts (weighted) and 10 or more sample units.

Δ Potential for low income families to be disadvantaged relative to Budget 2017 package  

 There is a small group of households in decile three who may be negatively affected at the third 

income decile relative to the previous Government’s Budget 2017 Family Incomes Package. 

 Approximations in the modelling assumptions and data make it difficult to be precise about the 

number and circumstances of those who may be affected.  However, any families affected in this 

way are likely to be:
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I. Earning between $30,000 and $35,500 of taxable income, with one income earner over 

$20,000

II. Below the AS maxima after the 1 April 2018 changes

III. Not receiving the Winter Energy Payment or the Minimum Family Tax Credit 

IV.  Not in receipt of main benefit or superannuation

 Officials will do more work to determine how many people may be impacted and Cabinet will be 

updated. Those in the affected group would all be at least $7 per week better off compared to the 

settings in the absence of Budget 2017 changes.
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Impact on child poverty

74. Defining or measuring poverty requires a full consideration of a range of 
measures for low incomes and material hardship.  Two common relative low-
income thresholds used internationally to measure poverty are 50% and 60% of 
median household income, with the incomes equivalised to adjust for household 
size and composition. 

75. Table 4 below shows the additional impact of the Families Package on reducing 
child poverty in 2018/19. In 2018/19, around 61,000 children will be lifted out of 
poverty (under the 50% median household income measure). As the Package 
rolls out in future years, a greater number of children will be impacted positively 
from the Package, compared to Budget 17 settings

 Table 4: Reduction in numbers of children in low-income households  

 Low-income Measure 

(Before Housing Costs)

Reduction in number of children in low-income 
households in 2018/19 

Budget 2017 changes
Families Package additional
to the Budget 2017 changes

50% of median household 
income

49,000
12,000

60% of median household 
income

36,000
13,000

Consultation

76. Inland Revenue, the Ministry of Social Development, Oranga Tamariki, and the 
Treasury were consulted in the preparation of this paper.  The Department of 
Prime Minister and Cabinet (PAG) has been informed.

77. Due to the need to repeal changes made to tax thresholds and the IETC in 
Budget 2017 for the 2018/19 tax year and to pass legislation in the first 100 days,
the ability to consult in the usual manner has been constrained.

Financial Implications

Fiscal costs 

78. This section outlines the fiscal impact of introducing the Families Package and 
reversing the previous Government’s tax cuts. Note that the figures used in this 
section are best estimates as at 21 November, and these will be included in the 
final fiscal forecasts for the Half Year Economic and Fiscal Update (HYEFU). All 
figures are gross of clawback.  

79. The table below represents the overall positive revenue impact of the Package 
(increase in revenue shown in brackets): 
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$m – increase/(decrease)

2017/18 2018/19 2019/20 2020/21 2021/22
&

outyears
Reversing income tax 
thresholds and reintroducing 
the Independent Earner Tax 
Credit

(486) (1,896) (1,896) (1,976) (2,059)

Tax impacts from Families 
Package

- (8) (8) (17) (18)

Total Revenue impact 
(before clawback)

(486) (1,904) (1,904) (1,993) (2,077)

80. The table below represents the total expense impact of introducing the Families
Package (excluding implementation costs), and highlights some of the major 
expense components:

$m – increase/(decrease)

2017/18 2018/19 2019/20 2020/21 2021/22 &
outyears

Working for Families (97) 540 530 520 510

Best Start - 80 231 373 451

Winter Energy Payment - 443 448 455 465

Other expense components 17 94 100 177 190
Total Expense impact 
(before clawback)

(80) 1,157 1,309 1,525 1,616

81. Note that these estimates also include the costs associated with recent changes 
to Paid Parental Leave. These were agreed separately by Cabinet [CAB-17-Min-
0497 refers] but are included in this estimate of the cost of the Package.   

82. The table below shows the net impact of introducing the Families Package. This 
shows that the total impact of the Package, before clawback, has a positive 
impact on the operating balance:

$m – increase/(decrease)

Families Package:
Net impact

2017/18 2018/19 2019/20 2020/21 2021/22 
& 
outyears

Increased revenue impact (before 
clawback)

(486) (1,904) (1,904) (1,993) (2,077)

Increased expense impact (before 
clawback)

(80) 1,157 1,309 1,525 1,616

Net impact on the Operating 
Balance (before clawback)

(566) (747) (595) (468) (461)
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83. Over a five year period, the Families Package is estimated to raise revenue by 
$8.364 billion and to raise expenses by $5.527 billion. The total estimated impact 
of the Families Package over a five year period is an increase in the operating 
balance of $2.837 billion. This updated estimate is $23 million lower than the 
amount used to determine future Budget allowances agreed by Cabinet [CAB-17-
MIN-0506].  

84. This $23 million variance will directly flow through to net core Crown debt rather 
than be managed against the Budget 2018 operating allowance.

85. In addition to the fiscal impact outlined above, funding will be required for the 
implementation and publicity costs for the Families Package.  Two contingencies 
were established as part of Budget 2017 to fund implementation of the previous 
Government’s Family Incomes Package and I propose that the remaining 
balances of these be used to offset the estimated cost of implementation. 

86. I propose that the additional cost be managed from the between-Budget 
contingency and the reprioritisation of $2.090 million capital funding from existing 
capital reserves in Vote Revenue, be set aside for the Business Transformation 
project.

87. The following tables summarise the operating funding required for the 
implementation and publicity costs for the Families Packages in Votes Social 
Development and Revenue:

Vote Social Development $ million – increase/(decrease)

2017/18 2018/19 2019/20 2020/21
2021/22 &

outyears

Existing contingency

Between-Budget Contingency

4.000

7.039

-

2.931

-

2.653

-

2.675

-

2.675

Total implementation costs 11.039 2.931 2.653 2.675 2.675

Vote Revenue $ million – increase/(decrease)

2017/18 2018/19 2019/20 2020/21
2021/22 &

outyears

Existing contingency

Between-Budget Contingency

1.100

-

-

1.544

-

1.478

-

1.154

-

1.154

Families Package Implementation – 

Inland Revenue contingency 1.100 1.544 1.478 1.154 1.154

Human Rights

88. The Families Package, as is the case with the current tax and transfer system, 
makes distinctions between groups of taxpayers. These distinctions arguably 

17

83aqnp6cj4 2018-01-18 11:30:30



amount to limitations on rights guaranteed under the New Zealand Bill of Rights 
Act 1990 (e.g., limiting the right to freedom from discrimination under section 19 
of that Act).

89. There are particular issues arising from the WEP. The Human Rights Act 1993 
defines employment status as including being in receipt of a benefit under the 
Social Security Act.  Because the WEP is targeted at those on benefits, but not 
available to low income earners who do not receive a main benefit, there is an 
argument that this will discriminate on the grounds of employment status.  

90. There is a potential justification that this targeting of assistance serves as 
affirmative action to vulnerable sections of society (e.g. seniors are more 
susceptible to winter ills and beneficiaries are on low incomes and have a higher 
likelihood of being impacted by poor housing stock). Officials have raised this 
potential inconsistency with the Ministry of Justice as part of the New Zealand Bill
of Rights Act 1990 vetting process for the Bill prior to introduction.

91. The proposals on changes to tax thresholds, WFF and Best Start payments do 
not appear to be inconsistent with the New Zealand Bill of Rights Act 1990 and 
the Human Rights Act 1993.  The Ministry of Justice will complete a Bill of Rights 
Act (BORA) vetting prior to the Bill’s introduction.

Legislative Implications

92. I propose that changes arising from the repeal of the changes to tax income 
thresholds and the Independent Earner Tax Credit (currently legislated through 
the Taxation [Budget Measures: Family Incomes Package] Act 2017) – be 
included in an Omnibus Bill to be introduced and enacted under urgency before 
the end of 2017.

93. The proposed Bill should therefore be added to the 2017 Legislative Programme 
with a category 2 priority.

94. This will require a significant number of legislative amendments, which will be set 
out in a later paper, alongside the draft legislation. 

95. A number of Inland Revenue Acts currently bind the Crown.  The above noted 
amending Bill would not alter the status quo in this respect – the amendment 
would follow the positions of the relevant principal acts involved.

96. Inland Revenue’s tax law drafting unit and the Parliamentary Counsel Office have
been consulted on the proposed changes.

Regulatory Impact Analysis

97.  Treasury comments are based on revised expectations for Regulatory Impact 
Assessments covering 100-day Plan priorities.
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98. The Regulatory Impact Statement shows how the proposed package of reforms 
shifts the balance of measures included in the Budget 2017 Family Incomes 
Package, to be more in line with the Government’s objectives.   It also sets out 
the likely impacts on households and in fiscal terms.   In addition, as noted in in 
Section 1 of the Regulatory Impact Statement “Key Limitations or Constraints on 
Analysis” only the proposed package has been assessed.  Consequently, it is not
possible to be confident that the Government’s objectives are being met in the 
best way and with the least unintended consequences.

99. The proposed review of the welfare system may provide an opportunity for fuller 
consideration of the impact of the measures in practice and of other ways in 
which the same objectives might also be met.  

Gender Implications

100. WFF and Best Start payments are made to the principal caregiver of a dependent
child rather than split equally among couples.  

Disability Perspective

101. There are no specific disability implications.

Publicity

102. If Cabinet agrees, the Government will release a press statement in advance of 
legislation being introduced.  The statement will discuss at a high-level the 
components of the Package.  

103. More detailed information will be developed and released in the new year, prior to
the implementation dates on 1 April 2018 (for Accommodation Supplement and 
Accommodation Benefit changes), and 1 July 2018 (for the remainder of the 
Package).  The costs for developing minimal communications material will be 
covered in the contingencies for Inland Revenue and MSD discussed in this 
paper.  Any costs beyond these for a larger communications programme will be 
sought through Cabinet agreement in the New Year.
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Recommendations

The Minister of Finance recommends that Cabinet:

1. note that the Government’s 100 Day Plan includes a commitment to legislate to 
pass the Families Package to provide targeted social assistance to improve 
incomes for low and middle income families with children, and to reduce child 
poverty;

2. note that due to the complex interdependencies generated by the Families 
Package, the Minister of Finance – together with the Ministers of Housing and 
Urban Development, Social Development, Revenue, and Children – have already
taken a series of detailed design decisions on the Families Package;

3. note that the recommendations in this section are the most substantive; technical 
recommendations addressing the more detailed design decisions (as agreed by 
the Ministers referred to above) are outlined in Annex 1;

4. confirm all of the recommendations in Annex 1;

Taxation, WFF tax credit and IETC decisions

5. note that the Taxation (Budget Measures: Family Incomes Package) Act 2017 
implemented the previous Government’s Budget 2017 decisions, with effect from 
1 April 2018, to:

5.1 raise the $14,000 and $48,000 tax thresholds, 

5.2 repeal the Independent Earner Tax Credit, and 

5.3 change the Working for Families tax credit rates and abatement settings

6. agree to repeal the Taxation (Budget Measures: Family Incomes Package) Act 
2017;

7. agree to amend eligibility for the reinstated Independent Earner Tax Credit so 
that a person cannot claim this tax credit if they, or their partner, are eligible to 
receive the Best Start payment, applying for the 2018/19 tax year and later tax 
years;

8. approve the following changes to appropriations to give effect to the policy 
decision in recommendations 6 and 7 above, with a corresponding impact on the 
operating balance and net debt:
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$ million – increase/(decrease)

2017/18 2018/19 2019/20 2020/21
2021/22 &

outyears

Vote Social Development 

Minister for Social Development 

Benefits or Related Expenses:

New Zealand Superannuation (0.788) 0.319 16.801 40.135 40.135 

Jobseeker Support and Emergency 

Benefit
0.824 3.340 3.397 3.397 3.397 

Supported Living Payment 3.531 14.537 16.163 16.163 16.163 

Sole Parent Support 6.421 25.908 27.335 27.335 27.335 

Student Allowances (6.261) (19.540) (19.453) (19.788) (19.788)

Hardship Assistance 24.245 102.451 108.352 115.061 115.061 

Veteran's Pension 0.079 0.338 0.420 0.515 0.515 

Youth Payment and Young Parent 

Payment
0.101 0.417 0.440 0.440 0.440 

Transitional Assistance (1.063) (0.500) (0.400) (0.250) (0.250)

Vote Social Housing

Minister for Housing and Urban 

Development

Benefits or Related Expense:

Accommodation Assistance (87.559) (361.583) (380.296) (399.723) (399.723)

Multi-Category Expenses and 

Capital Expenditure

Social Housing Purchasing MCA

Non-departmental Output Expense

Part Payment of Rent to Social 

Housing Providers

1.649 6.183 4.940 4.940 4.940 

Vote Revenue

Minister of Revenue

Tax Revenue (486.000) (1896.000) (1896.000) (1976.000) (2059.000)
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Total Operating (544.821) (2124.130) (2118.300) (2187.780) (2270.780)

9. agree to repeal legislation reducing the Working for Families tax credit abatement
threshold down to $35,000 and the abatement rate up to 25%, and to increase 
the abatement rate for Working for Families tax credits from 22.5% to 25% and 
the abatement threshold from $36,350 to $42,700, with effect from 1 July 2018;

10. agree to remove the age bands for Family Tax Credit so that there is only an 
eldest child rate and a subsequent child rate, and to increase these rates, with 
effect from 1 July 2018, to;

 eldest child: $5,878 a year

 subsequent child(ren): $4,745 a year;

11. note the following changes to appropriations in accordance with section 185 of 
the Tax Administration Act 1994, reflecting the change described in 
recommendations 9 and 10 above, with a corresponding impact on the operating 
balance and net debt:

$ million – increase/(decrease)

Vote Revenue

Minister of Revenue
2017/18 2018/19 2019/20 2020/21

2021/22&

outyears

Benefit or Related Expense:

Family Tax Credit PLA (97.000

)
540.000 530.000 520.000 510.000

12. note that the Minimum Family Tax Credit (MFTC) has the policy objective of 
ensuring that all beneficiaries are better off in work, and that this objective would 
not be achieved for some families during winter months after the introduction of 
the Winter Energy Payment;

13. agree that the Minimum Family Tax Credit be increased from $23,816 to $26,156 
(from $458 to $503 per week) for the 2018/19 tax year and later tax years;

14. note the following changes to appropriations in accordance with section 185 of 
the Tax Administration Act 1994, reflecting the change described in 
recommendation 13 above, with a corresponding impact on the operating 
balance and net debt:
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$ million – increase/(decrease)

Vote Revenue

Minister of Revenue
2017/18 2018/19 2019/20 2020/21

2021/22 &

outyears

Benefit or Related Expense:

Minimum Family Tax Credit PLA - 1.300 1.300 1.300 1.300

15. agree that indexation of Working for Families Family Tax Credit rates will 
continue to occur when the cumulative inflation excluding tobacco exceeds 5%, 
with the measure to begin counting from 1 July 2018; 

16. note that some caregivers of children receive Orphan’s Benefit, Unsupported 
Child’s Benefit or Foster Care Allowance and they are unable to claim a Family 
Tax Credit, and so will not gain from the increase in Family Tax Credit rates;

17. agree to increase the rate of Orphan’s Benefit, Unsupported Child’s Benefit and 
Foster Care Allowance by $20.31 per week, which reflects the increase in eldest 
child Family Tax Credit rate for children aged 0-15, with effect from 1 July 2018;

18. approve the following changes to appropriations to give effect to the policy 
decision in recommendations 17 above, with a corresponding impact on the 
operating balance and net debt:

$ million – increase/(decrease)

2017/18 2018/19 2019/20 2020/21
2021/22&

outyears

Vote Vulnerable Children,  Oranga

Tamariki

Minister for Children 

Multi-Category Expenses and Capital

Expenditure:

Investing in Children and Young 

People

Departmental Output Expense:

Statutory Intervention and    

Transition

(funded by revenue Crown)

- 5.673 6.081 6.518 6.987

Vote Social Development

Minister for Social Development 

Benefit or Related Expense:

Orphan's/Unsupported  Child's

Benefit
- 17.763 19.081 20.346 21.737 

Total operating - 23.436 25.162 26.864 28.724
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Best Start

19. agree that a new tax credit be created, called the Best Start tax credit, from 1 July
2018, which will provide extra support to all families with a dependent child in the 
first year of the child’s life, with payments to continue for low and middle income 
families until the dependent child turns three years old; 

20. agree that families will be eligible where a child is;

a) born on or after 1 July 2018; or 

b) is born before 1 July 2018 and had an expected due date of 1 July 2018 or 
later;

21. agree that the Best Start tax credit is to be paid at $3,120 per year per child 
(equivalent of $60 per week)

22. agree that there is no abatement of Best Start payments when the child is under 
1 year old, and that the payment is abated at 21% beginning from a family 
income of $79,000 a year on and after the day the child turns one; 

23. agree that families cannot receive Best Start and Paid Parental Leave for the 
same child for the same period of time;

24. agree that the definitions and processes to apply for the Best Start Tax Credit be 
the same as those applied to the Family Tax Credit component of Working for 
Families tax credits where relevant, unless otherwise specified in this paper or 
where agreed by delegated Ministers;

25. agree that Best Start will also be available to caregivers receiving Orphans’ 
Benefit (OB), Unsupported Child’s Benefit (UCB) and Foster Care Allowance 
(FCA) who care for children under three;

26. agree to establish the following new appropriation:

Vote Appropriatio

n Minister

Title Type Scope

Revenu

e

Minister of 

Revenue

Best Start Tax 

Credit PLA

Benefit or 

Related 

Expense

This appropriation is limited 

to Best Start Tax Credit 

made to eligible recipients 

in accordance with section 

185 of the Tax 

Administration Act 1994.

27. note the following changes to appropriations in accordance with section 185 of 
the Tax Administration Act 1994, reflecting the change described in 
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recommendations 19 - 26 above, with a corresponding impact on the operating 
balance and net debt:

$ million – increase/(decrease)

Vote Revenue

Minister of Revenue
2017/18 2018/19 2019/20 2020/21

2021/22&

outyears

Benefit or Related Expense:

Best Start Tax Credit PLA - 80.000 231.000 373.000 451.000

28. agree to an exemption from the end-of-year performance requirements for the 
Best Start Tax Credit appropriation, under s.15D(2)(b)(ii) of the Public Finance 
Act 1989;

29. agree that the Parental Tax Credit, which is replaced by Best Start payments, be 
amended to;

a) only apply to children born before 1 July 2018;

b) not apply where a principal caregiver receives a Best Start payment for a 
dependent child, so that a principal caregiver cannot receive both Parental 
Tax Credit and Best Start for the same child;

30. note the following changes to appropriations in accordance with section 185 of 
the Tax Administration Act 1994, reflecting the changes described in 
recommendations 29 above, with a corresponding impact on the operating 
balance and net debt:

$ million – increase/(decrease)

Vote Revenue

Minister of Revenue
2017/18 2018/19 2019/20 2020/21

2021/22&

outyears

Benefit or Related Expense:

Parental Tax Credit PLA
-

(28.000

)

(27.000

)

(26.000

)
(25.000)

Winter Energy Payment

31. note the Winter Energy Payment (WEP) is intended to support those in receipt of 
a main benefit, New Zealand Superannuation or a Veteran’s Pension to heat their
homes in winter by increasing the amount of money available over the winter 
months;

32. note that approximately 1 million people will be eligible for the WEP, which will 
mean it will be the supplementary assistance with the largest eligible population 
in the benefit system;
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33. confirm that the annual rates of payments under the WEP (to be paid in 
instalments over the period of entitlement) are;

a) $450 for single people with no dependent children; and

b) $700 for couples or single people with dependent children  

34. confirm that eligibility for the WEP is limited to those in receipt of;

a) a main benefit under this Act (as defined under section 3(1) of the Social 
Security Act 1964); or 

b) New Zealand Superannuation; or

c) Veteran’s Pension;

35. agree the period of entitlement be defined as 22 weeks from 1 May (noting the 
eligibility period will be 13 weeks in 2018 because the WEP will commence from 
1 July in 2018);

36. agree the WEP will be paid at the same time as payments of New Zealand 
Superannuation, Veteran’s Pension (both fortnightly) and main benefits (weekly); 

37. agree eligibility be limited to those who are in New Zealand over the WEP period 
of entitlement (22 weeks from 1 May) and the WEP will stop after a person has 
been absent for more than 4 weeks at one time but will be entitled to receive 
WEP again if they return to New Zealand during the WEP eligibility period;

38. agree that each year clients be given the option to opt-out of receiving the WEP if
they do not wish to receive it, and authorise Joint Ministers (Finance, Housing & 
Urban Development, Social Development, Revenue, Children) to do further work 
on an option to permanently opt-out of the WEP;

39. agree to the principle that the WEP is treated consistently with other forms of 
assistance available under the Act, such as Temporary Additional Support (TAS) 
and Accommodation Supplement (AS), provided that such an approach will 
support the policy objectives of WEP to be met;

40. agree to establish the following new appropriation:

Vote Appropriatio

n Minister

Title Type Scope

Social 

Developmen

t

Minister for 

Social 

Development

Winter Energy

Payment

Benefit or 

Related 

Expense

This appropriation is 

limited to the Winter 

Energy Payment, paid to 

eligible people in 

accordance with the 

criteria set out in the 

Social Security Act 1964 
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and delegated legislation 

made under that Act.

41. approve the following changes to appropriations to give effect to the policy 
decision in recommendations 33 – 40 above, with a corresponding impact on the 
operating balance and net debt:

$ million – increase/(decrease)

Vote Social Development

Minister for Social Development
2017/18 2018/19 2019/20 2020/21

2021/22 &

outyears

Benefit or Related Expense:

Winter Energy Payment - 443.003 447.845 454.956 464.923 

42. agree to an exemption from the end-of-year performance requirements for the 
Winter Energy Payment appropriation, under s.15D(2)(b)(ii) of the Public Finance
Act 1989;

Accommodation Supplement

43. note that the Accommodation Supplement is a targeted subsidy which is paid to 
low and middle income earners to assist with housing costs in the private market;

44. confirm the new rates (increases) of the Accommodation Supplement maxima, 
effective from 1 April 2018, as follows:

Table 5: Accommodation Supplement maxima changes

$ per week Area 1 Area 2 Area 3 Area 4

1 person $165 (+$20) $105 (+$5) $80 (+$15) $70 (+$25)

2 people $235 (+$75) $155 (+$30) $105 (+$30) $80 (+$25)

3+ people $305 (+$80) $220 (+$55) $160 (+$40) $120 (+$45)

45. agree, that in order to maintain the definitions of Area 1, Area 2, and Area 3 in 
the Social Security Act 1964 for the purpose of the Accommodation Supplement 
to boundaries fixed in 2017, to amend those definitions to clarify that they are “as 
defined by the Government Statistician as at 26 June 2017” instead of “as from 
time to time defined by the Government Statistician”

46. agree to consequentially amend section 61I of the Social Security Act 1964 and 
the Social Security (Budget 2017-- Rates of, and Areas for, Accommodation 
Supplement) Order 2017 similarly;

47. agree to move the definitions of the Accommodation Supplement areas into 
regulations;
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note that regulations will not immediately be needed to define Accommodation 
Supplement areas;
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Accommodation Benefit 

48. confirm that the maximum rate of the Accommodation Benefit increase to $60 per
week, effective from 1 April 2018, as already legislated for under the Student 
Allowances (Budget 2017—Accommodation Benefit) Amendment Regulations 
2017;

$ million – increase/(decrease)

2017/18 2018/19 2019/20 2020/21
2021/22 &

outyears

Vote Social Development

Minister for Social Development 

Benefit or Related Expenses:

Student Allowances 

Hardship Assistance

Childcare Assistance

6.300

(23.831)

 (0.169)

19.500

(111.019)

 (0.636)

19.500

(121.848)

(0.636)

19.800

(134.935)

 (0.636)

19.800

(147.652)

 (0.636)

Vote Social Housing

Minister  for  Housing  and  Urban

Development 

Benefit or Related Expense:

Accommodation Assistance 92.507 360.209 371.583 384.521 402.727 

Multi-Category Expenses and 

Capital Expenditure

Social Housing Purchasing MCA

Non-departmental Output Expense

Part  Payment  of  Rent  to  Social

Housing Providers - (2.905) (7.552) (7.605) (7.605)

Total Operating 74.807 265.149 261.047 261.145 266.634

49. approve the following changes to appropriations to give effect to the policy 
decision in recommendation 44 – 48 above, with a corresponding impact on the 
operating balance and net debt:
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Consequential impacts

50. note that due to complex interactions in the tax and transfer systems, a small 
number of families will be unintentionally financially disadvantaged as a result of 
the Package;

51. agree to establish a Ministerial Welfare Programme (under the Social Security 
Act 1964) to compensate those who are unintentionally financially disadvantaged 
as a result of the Package through the establishment of a transitional fund;

52. agree the transitional fund for those unintentionally financially disadvantaged 
would be defined as those individuals or families affected by the Families 
Package;

 whose net income on 1 April 2018 is lower than their net income on 31 
March 2018; and

 whose net income on 1 July 2018 is lower than their net income on 30 June
2018;

53. agree that payments under the transitional fund should be provided for a 
maximum of 12 months from the date of grant or until the client experiences a 
change in circumstances that results in them receiving higher net income;

54. invite the Minister for Social Development to establish a Ministerial Welfare 
Programme to give effect to the decisions referred to in recommendations 52 and
53 above, and the relevant technical recommendations in Annex 1;

55. approve the following changes to appropriations to give effect to the decision in 
recommendations 52 and 53 above, with a corresponding impact on the 
operating balance:

$ million – increase/(decrease)

Vote Social Development

Minister for Social Development
2017/18 2018/19 2019/20 2020/21

2021/22 &

outyears

Benefit or Related Expenses:

Transitional Assistance 1.063 1.063 0.500 0.400 0.250 

56. agree to increase the Community Services Card income thresholds on 1 July 
2018 to ensure that no client loses eligibility to the Card due to the increase to 
Family Tax Credits;

57. note that the following fiscal impact of the decision in recommendation 57 above 
will be managed within Vote Health baselines:
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$ million - increase/(decrease)
2017/18 2018/19 2019/20 2020/21

2021/22
&

outyears

Vote Health - 0.024 0.026 0.026 0.026 

58. agree that the Best Start payment is considered chargeable income for the 
purposes of Temporary Additional Support and Special Benefit, and not 
considered income for any other assistance under the Social Security Act 1964 or
Income Related Rent, consistent with the treatment of other Working for Families 
tax credits;

Distributional impacts

59. note that indicative modelling identified a group of low-income working families 
who appear to be disadvantaged relative to what they would have received under
the previous Government’s Budget 2017 package as a result of the interaction 
between the Accommodation Supplement and the Family Tax Credits.

60. note that officials will undertake further work to determine how many people 
might be captured in the above situation.

61. agree to delegate authority to Joint Ministers (Finance, Revenue, Social 
Development, Children and Housing and Urban Development) to make decisions 
about whether and how to compensate this group.

Implementation costs

62. note that two contingencies were established as part of Budget 2017 to fund 
implementation of the Family Incomes Package, one in Vote Social Development 
($4.0 million in total across the forecast period) and another in Vote Revenue 
($3.5 million in total across the forecast period);

63. note that the above Vote Social Development contingency remains in place with 
a value of $4.0 million;

64. note that the remaining balance of Vote Revenue contingency is $1.1 million;

65. note that the estimated cost of implementing the Families Package for Vote 
Social Development is $21.973 million with the following profile across the 
forecast period:

Vote Social Development $ million – increase/(decrease)

2017/18 2018/19 2019/20 2020/21
2021/22 &

outyears
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Total implementation costs 11.039 2.931 2.653 2.675 2.675

66. agree to transfer $17.973 million from the Between-budget Contingency to the 
existing contingency in Vote Social Development, to be known as the “Families 
Package Implementation – Social Development contingency” with a total balance 
of $21.973 million, to expire on 30 June 2018, and with the following profile:

Vote Social Development $ million – increase/(decrease)

2017/18 2018/19 2019/20 2020/21
2021/22 &

outyears

Existing contingency

Between-Budget Contingency

4.000

7.039

-

2.931

-

2.653

-

2.675

-

2.675

Total implementation costs 11.039 2.931 2.653 2.675 2.675

67. authorise the Ministers of Finance and Social Development to jointly approve 
requests to draw down funding from the above contingency, once a business 
case is available;

68. note that the estimated cost of implementing the Families Package for Vote 
Revenue is $8.330 million operating (with the following profile) and $2.090 million
capital:

Vote Revenue $ million – increase/(decrease)

2017/18 2018/19 2019/20 2020/21
2021/22 &

outyears

Total operating implementation costs 3.000 1.544 1.478 1.154 1.154

69. agree to reprioritise $2.090 million capital funding from existing capital reserves 
set aside for the Business Transformation project;

70. agree that the remaining $1.900 million appropriated in 2017/18 to implement the
Budget 2017 Family Incomes Package can be reprioritised to fund 
implementation of the Families Package in 2017/18, without changes to 
appropriations, after which the following shortfall remains:

Vote Revenue $ million – increase/(decrease)

2017/18 2018/19 2019/20 2020/21
2021/22 &

outyears

Implementation costs – shortfall 1.100 1.544 1.478 1.154 1.154
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71. agree to transfer $5.330 million from the Between-budget Contingency to the 
existing contingency in Vote Revenue, to be known as the “Families Package 
Implementation – Inland Revenue contingency”, to expire on 30 June 2018, 
with the following profile:

Vote Revenue $ million – increase/(decrease)

2017/18 2018/19 2019/20 2020/21
2021/22 &

outyears

Existing contingency

Between-Budget Contingency

1.100

-

-

1.544

-

1.478

-

1.154

-

1.154

Families Package Implementation – 

Inland Revenue contingency 1.100 1.544 1.478 1.154 1.154

72. authorise the Ministers of Finance and Revenue to jointly approve requests to 
draw down funding from the above contingency, once a business case containing
options is available;

73. note that the Treasury will work with the Ministry for Social Development and 
Inland Revenue to minimise the final cost of implementing the Families Package;

Other financial matters

74. note that the figures used in this Cabinet paper are best estimates as at 21 
November 2017, and they will form part of the final fiscal forecasts for the Half 
Year Economic and Fiscal Update; all figures are gross of clawback;

75. note the table below represents the overall revenue impact of the Package 
(increase in revenue is shown in brackets); 

$m – increase/(decrease)

2017/18 2018/19 2019/20 2020/21 2021/22
&

outyears
Reversing income tax 
thresholds and reintroducing 
the Independent Earner Tax 
Credit

(486) (1,896) (1,896) (1,976) (2,059)

Tax impacts from Families 
Package

- (8) (8) (17) (18)

Total Revenue impact 
(before clawback)

(486) (1,904) (1,904) (1,993) (2,077)

76. note the table below represents the overall expense impact of introducing the 
Families Package (excluding implementation costs),  with a corresponding impact
on the operating balance and net debt:

$m – increase/(decrease)
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2017/18 2018/19 2019/20 2020/21 2021/22 &
outyears

Working for Families (97) 540 530 520 510

Best Start - 80 231 373 451

Winter Energy Payment - 443 448 455 465

Other expense components 17 94 100 177 190
Total Expense impact 
(before clawback)

(80) 1,157 1,309 1,525 1,616

77. note that these estimates also include the costs associated with recent changes 
to Paid Parental Leave. These were agreed separately by Cabinet [CAB-17-Min-
0497 refers] but are included in this estimate of the cost of the Package;

78. note the overall net impact of introducing the Families Package (excluding 
implementation costs), has the following corresponding positive impact on the 
operating balance: 

$m – increase/(decrease)

Families Package:
Net impact

2017/18 2018/19 2019/20 2020/21 2021/22 
& 
outyears

Increased revenue impact (before 
clawback)

(486) (1,904) (1,904) (1,993) (2,077)

Increased expense impact (before 
clawback)

(80) 1,157 1,309 1,525 1,616

Net impact on the Operating 
Balance (before clawback)

(566) (747) (595) (468) (461)

79. note that, based on this estimate, the impact the Families Package has on the
Government’s operating balance is $23 million lower than the amount used to 
determine the future Budget allowances agreed by Cabinet [CAB-17-MIN-0506];

80. agree that the $23 million variance will have a corresponding negative impact 
on the operating balance and net core Crown debt;

81. note that consistent with its Budget Responsibility Rules, the Government will 
ensure that it is delivering a sustainable operating surplus across an 
economic cycle and reducing the level of net core Crown debt to 20% of GDP 
within the next five years;

82. agree that the expenses incurred under recommendations 8, 11, 14, 18, 27, 
30, 41, 50 and 56 above be managed against the operating and capital 
spending that will be reflected in the Half-Year Economic and Fiscal Update;

83. agree that the proposed change to appropriations for 2017/18 in 
recommendations 8, 50 and 56 above be included in the 2017/18 
Supplementary Estimates and that, in the interim, the increases be met from 
Imprest Supply;
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84. agree that Joint Ministers have delegated authority to finalise the overall 
impact of the Families Package (including for any late changes that still need 
to be costed);

Legislative recommendations

85. agree that changes arising from the repeal of the changes to tax income 
thresholds and the Independent Earner Tax Credit (currently legislated through 
the Taxation [Budget Measures: Family Incomes Package] Act 2017) – together 
with the introduction of the Families Package – be included in an Omnibus Bill to 
be introduced and enacted under urgency before the end of 2017;

86. agree that the proposed Bill should be added to the 2017 Legislative Programme 
with a category 2 priority;

87. note that this will require a significant number of legislative amendments to be 
made, which will be set out in a later paper to Cabinet; 

88. invite Inland Revenue and the Ministry of Social Development to issue drafting 
instructions to Inland Revenue’s tax law drafting unit and the Parliamentary 
Counsel Office, in order to draft relevant sections of an Omnibus Bill to give effect
to the decisions agreed in this paper;

89. agree to delegate authority to the Ministers of Finance, Housing and Urban 
Development, Social Development, Revenue and Children to approve any 
necessary policy changes to any components of the Families Package, prior to 
the Bill’s introduction;

Wider review

90. note that the Government will undertake a wider review to investigate options for 
improving the overall welfare system, taking into consideration broader objectives
of equity, effectiveness, simplification, fiscal costs and work incentives;

Resolving minor policy and administration issues

91. authorise that the Minister of Finance and the relevant portfolio Ministers may 
resolve any minor policy, fiscal or administrative issues consistent with the aims 
of the Package; 

Publicity

104. agree that the Government will release a press statement in advance of 
legislation being introduced that discusses, at a high-level, the components of the
Package; 

105. agree that more detailed communications material will be developed and 
released in the new year, prior to the implementation dates of 1 April 2018 and 1 
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July 2018, and that any additional costs associated with this will be sought 
through Cabinet agreement in the new year.   

Authorised for lodgement

Hon Grant Robertson

Minister of Finance
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Annex 1

Technical recommendations

Taxation, WFF tax credit and IETC decisions

92. note that because the payment rates and thresholds are changing during the 
2018/19 tax year, the annual amounts for the full 2018/19 tax year will be lower;

93. agree that the measure of inflation continue to be the Consumers Price Index All 
Groups excluding cigarettes and tobacco and that legislation makes this clear;

Best Start

94. agree that the Best Start tax credit will be defined in legislation as a Working for 
Families tax credit, which will allow Inland Revenue and the Ministry of Social 
Development to exchange information on Best Start using the current Approved 
Information Sharing Agreement;

95. agree that Inland Revenue is the primary administrating agency for Best Start 
and the Ministry of Social Development can administer Best Start for recipients of
a main benefit;

96. agree that departments have discretion in deciding what supporting information is
required with an application for Best Start, especially concerning the expected 
due date;

97. agree that the Best Start tax credit can be paid separately from other Working for 
Families tax credit payments and that the amount of interim payments made 
during the year can be determined separately

98. agree to include a ring-fencing provision for Best Start, similar to the ring-fencing 
provision for the family tax credit, to ensure that families who are eligible for Best 
Start receive the full amount in a month they are also in receipt of a main benefit;

99. agree that Best Start payments can continue for 4 weeks after the death of a 
dependent child under three;

Winter Energy Payment

100. Agree that children in respect of whom an Orphan’s Benefit, Unsupported Child’s 
Benefit or Foster Carer’s Allowance is being paid, be treated as dependent 
children for the purposes of calculating a client’s WEP rate of entitlement

101. Agree that in year one, due to the shorter eligibility period after 1 July 2018, the 
entitlement for single people with no dependents will be $265.90 and in all other 
cases $413.64.

102.
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103. Agree that:

a) for recipients of New Zealand Superannuation or the Veteran’s Pension, 
each instalment of the WEP is calculated by dividing the annual rate by 11; 
and

b) for recipients of a main benefit, each instalment of the WEP is calculated by
dividing the annual rate by 22; and

c) in year one, given the shorter entitlement period, there will be six fortnightly 
instalments for recipients on NZS/VP, and 13 instalments for recipients of a
main benefit;

104. agree to align the commencement date for the WEP to be the later of:

a) the commencement date of a main benefit, and

b) 1 May (or 1 July in 2018);

105. agree that those who are in receipt of the following payments will be excluded 
from receiving the WEP because the state is already meeting the costs of their 
care

a) Residential Care Subsidy; and

b) Residential Support Subsidy

106. agree the WEP will be paid to clients who are in Emergency Housing to reflect 
the temporary nature of Emergency Housing

107. note that, in line with MSD’s legal obligations, the WEP will be paid automatically 
to all clients that MSD considers to be eligible (based on the information they hold
on the individual)

108. agree that, because the WEP aims to increase money available for heating 
homes in winter, the WEP will not be included in the definition of income for 
purposes of calculating eligibility for:

a) Temporary additional Support,

b) Special Benefit,

c) Hardship assistance, and

d) Childcare Assistance;

109. agree that the detailed design of the WEP is consistent with the treatment of 
Accommodation Supplement and Temporary Additional Support in relation to:

a) Tax: the WEP will not be taxable;
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b) Indexation: the WEP will not be indexed;

c) Treatment of couples: the current definition of spouse or partner will be 
used for determining the higher rate of the WEP and the current rules for 
apportioning payments of the WEP will apply;

d) Income Related Rents: the WEP will be excluded as income for the 
purposes of Income Related Rent;

e) Overpayments and debt: overpayments of the WEP can be established as 
a debt;

f) Reviews and appeals: decisions in relation to the WEP will be reviewable 
under the Social Security Act 1964;

g) Sanctions: the WEP will be included in the current sanction regime;

h) Money management: the WEP will be redirected to meet the young 
person’s electricity costs and any residual money will be loaded onto the 
payment card;

i) Terminal Benefit: the WEP is included in the calculation of the Terminal 
Benefit;

j) Hospitalisation: if a client has been hospitalised for 13 weeks, MSD staff 
will review the WEP to assess whether it is appropriate to continue 
payment; and

k) Overseas pension: the WEP will be included in the benefits that can be 
deducted by an overseas pension;

Transitional assistance

110. agree that a potential group of financially disadvantaged Inland Revenue clients 
who have a family income of $123,000 or more, and have four or more children 
all aged 16-18 do not qualify for a payment under the Transitional Fund as the 
increase in abatement rate is intended to reduce payments at higher income 
levels;

111. agree to use the Transitional Fund to compensate families who receive a reduced
rate of Childcare Assistance on 1 April 2018, for the full amount of Childcare 
Assistance lost, regardless of gains from other aspects of the Package on 1 April 
2018. Note that the effect of this is that this group will be exempt from the 
definition of ‘financially disadvantaged’ specified in the body of the paper; 

112. agree that changes in hours of attendance for Childcare Assistance are not 
considered a change in circumstances for the purposes of determining ongoing 
eligibility for the compensation payment;
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Accommodation Supplement

113. agree that the requirement to update Accommodation Supplement Area 
boundaries when Statistics New Zealand do so be removed;

114. confirm that any additional policy decisions around the Accommodation 
Supplement be made jointly by the Minister of Finance, the Minister of Housing 
and Urban Development and the Minister for Social Development.
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Annex 2

Working for Families tax credit changes – additional details

Timing and indexation

115. As is usual practice, I seek agreement that the indexation of family tax credit 
rates be ‘reset’ from 1 July 2018 to reflect the increase in rates.  Family tax credit 
rates are automatically indexed to the Consumers Price Index All Groups 
excluding cigarettes and tobacco and automatically increase when cumulative 
inflation exceeds 5%. I seek confirmation that this continues and that legislation 
be clarified to this effect.  In the absence of any future changes, the family tax 
credit rates would next increase on 1 April 2022.
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Annex 3

Best Start changes – additional details

Information required

102. By allowing parents to apply where the due date is on or after 1 July, there is a 
question around whether parents need to supply verification of the due date with 
their Best Start application.  In some cases Inland Revenue will already hold 
confirmation of the expected due date through an application for paid parental 
leave.  Rather than requiring the parent to resubmit the information, I consider 
departments should have some discretion in deciding what information is 
required to support an application.

Administration

103. Inland Revenue is in the best position to deliver Best Start payment to most 
families, given its administration of paid parental leave, parental tax credit and 
access to income information.  However, the Ministry of Social Development has 
a close relationship with beneficiaries and will make payments for families in 
receipt of a main benefit on behalf of Inland Revenue.

104. Defining Best Start as a WFF tax credit will allow departments to use existing 
information sharing arrangements for Working for Families to assist in joint 
delivery.  This would utilise the current Approved Information Sharing Agreement 
between Inland Revenue and the Ministry of Social Development.  

Tax exempt

105. The Best Start tax credit would be a fully refundable tax credit, so it is not capped
or limited by the amount of tax paid in a year, and that it is tax exempt.  This will 
mean that it is not subject to tax and is not counted as taxable income for a range
of payments administered by Inland Revenue such as student loan repayments 
and child support.  

Shared care

106. Following the family tax credit rules will mean where there is shared care of a 
child, the Best Start payment would be split in proportion to the sharing of care of 
the child. 

Overpayments

107. If there is an overpayment of Best Start, then Inland Revenue would be able to 
recover that overpayment from any future payment of Best Start.  

Interaction with parental tax credit
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108. In the first year as part of the transition to Best Start, there will be a small group 
of children who would potentially be eligible to Best Start and parental tax credit. 
It is not the intention that parents can receive both payments and I seek 
agreement that the parental tax credit be amended to state that children are not 
eligible if Best Start is being paid for the same child.

Ring-fencing

109. An example of where the rules will need to change slightly from the family tax 
credit is in determining protected entitlement periods.  Family tax credit has a 
ring-fencing provision that create protected entitlement periods of family tax 
credit.  This means that families are not subject to the abatement calculation for 
any months of the year in which they receive a main benefit payment.  This 
ensures that they always receive and keep the full entitlement for periods they 
are receiving a main benefit, regardless of how much they earn in other parts of 
the year.  The Best Start payment will have a similar provision, but the rules for it 
will need to be drafted slightly differently in legislation to reflect that Best Start 
has different rules for abatement compared to family tax credit.

Death of a child

110. One area where Best Start will differ significantly from the family tax credit is 
when payments and eligibility will cease in the situation that the child dies before 
they turn three.  Around 250 children died each year before they reach four years
old, most before they turn one.  Currently, payments of family tax credit generally 
cease from the day of the child’s death, which generally results in an 
overpayment by the time the agency is notified of the death.  Alternatively, 
payments of parental tax credit are allowed to continue on for the remainder of 
the 10 week payment period and in the welfare system payments are able to 
continue for 4 weeks after the death of a client.  Similarly, Best Start eligibility and
payment can also continue for 4 weeks from the day the child dies.

Orphan’s Benefit, Unsupported Child’s Benefit, and Foster Care Allowance

111. I propose that caregivers who receive Orphan’s Benefit, Unsupported Child’s 
Benefit or a Foster Care Allowance can apply for Best Start payment alongside 
other families for children under 3 years.  They would be subject to the same 
abatement rules and ring-fencing rules as other families.  MSD would continue to 
make Best Start payments where these caregivers are also in receipt of a main 
benefit.

Indexation

112. Earlier in the paper I discussed the indexation provisions for family tax credit.  
The legislation will allow us to similarly increase the amounts (rate and threshold)
relating to Best Start payments.  This can be done through extending the Order in
Council making provisions to encompass Best Start.  The Best Start rate of 
payment (currently $3,120 a year) would be increased in the same way as family 
tax credit, when inflation excluding tobacco exceeds a cumulative 5%. As with 
WFF abatement threshold, I do not recommend that the Best Start threshold be 
automatically increased for inflation at this stage.  
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Annex 4

Winter Energy Payment – additional details

How will the WEP be implemented

113. I recommend pursuing amendment to the Social Security Act 1964 in order to 
give authority to the WEP; this legislative amendment will also be supported by 
regulations and schedules.  Giving the WEP authority through legislation provides
certainty to New Zealanders about the WEP’s status as an ongoing form of 
financial support because it cannot be overturned except through an Act of 
Parliament.

114. The Social Security Act 1964 is complex, and therefore, in designing the WEP I 
have considered a significant number of interactions.  In finalising the detailed 
design I have sought to ensure the WEP is treated consistently with other forms 
of assistance available under the Social Security Act 1964, provided that taking 
such an approach would is consistent with the purpose of the WEP.  Taking this 
approach provides certainty for clients, frontline staff and provides for 
administrative gains while continuing to ensure the objectives of the WEP can be 
met.

Restriction of eligibility of WEP to those in New Zealand over winter months

115. I consider that eligibility to the WEP should be limited to those who are in New 
Zealand over the WEP eligibility period. This would ensure we were treating the 
WEP consistently with both Accommodation Supplement and Temporary 
Additional Support.  This means that if a person is absent from New Zealand for 
more than a 4 week period at any one time during the eligibility period the WEP 
will stop. However, if they return to New Zealand in the eligibility period, their 
WEP will resume. 

116. This requirement would primarily affect superannuitants and veterans because 
those in receipt of a main benefit already have significant limitations on what 
financial support they can receive if they leave the New Zealand. 

117. I recommend that we exclude those in receipt of Residential Care Subsidy and 
Residential Support Subsidy from eligibility for the WEP as the State is already 
meeting the costs of their care (including heating costs).

Treatment as income

118. I consider that the WEP should not be treated as income for calculating 
entitlement to Temporary Additional Support, Special Benefit and Childcare 
Assistance. I note that this approach is different to the way Accommodation 
Supplement is treated for calculating entitlements to Temporary Additional 
Support, Special Benefit and Childcare Assistance.  However, I consider it is the 
best approach because the WEP is being provided to encourage clients to spend
more on heating their homes over winter and Temporary Additional Support, 
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Special Benefit and Childcare Assistance are provided to meet real day to day 
costs which will not stop over the WEP eligibility period. 

119. MSD provides hardship assistance for people currently experiencing hardship 
through Special Needs Grants and Advance Payments of Benefit and these 
payments are subject to an income test. The definition of income excludes benefit
payments and, therefore, the WEP will not be included in the definition of income 
for hardship assistance. 

Interaction with other benefits

120. Clients in Emergency Housing generally do not contribute to their 
accommodation or utility costs. However, Emergency Housing is a temporary 
arrangement for those with an immediate unmet housing need and is only 
intended to be provided until a more permanent housing solution can be found. I 
propose that the Winter Energy Payment will be paid to clients who are in 
Emergency Housing to reflect the temporary nature of Emergency Housing.

121. I also seek agreement to ensure children, in respect of whom an Orphan’s 
Benefit, Unsupported Child’s Benefit or Foster Carer’s Allowance is being paid, 
will be treated as dependent children for the purposes of calculating a client’s 
WEP rate of entitlement. I note that standard definitions of spouse or partner will 
be used for determining rates of entitlement.

122. As the Orphans’ Benefit (OB) and the Unsupported Child’s Benefit (UCB) are 
paid by MSD, it can automatically identify these children as being in the care of 
an adult. However, as the Foster Care Allowance (FCA) is paid by Oranga 
Tamariki, MSD does not have accurate information on who has the care of such 
children, and will rely on clients self-identifying to access the higher rate. 
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Annex 5

Accommodation Supplement - additional details

Background

123. The Accommodation Supplement (AS) is a targeted subsidy which is paid to low 
and middle income earners to assist with housing costs in the private market. The
maximum amount of AS (the maxima) is set depending on the AS Area in which 
the household is living. 

124. Communities throughout New Zealand are allocated across four AS Areas that 
reflect local housing costs, with those with higher accommodation costs in Area 1
through to the lowest accommodation costs in Area 4. 

125. I am seeking confirmation that the AS changes already legislated for as part of 
Budget 2017 be implemented from 1 April 2018 as part of the Families Package.

126. Prior to these planned changes, AS maxima and AS Area allocations and 
boundaries have not been updated since 2005, based on 2003 median rents. 
These changes will help to ensure that the amount of AS available better reflects 
housing costs across New Zealand. As a result of the changes approximately: 

a. 130,000 households will receive more AS each week, with an average 
weekly gain of approximately $33 per week

b. 8,300 people will no longer be accessing TAS and 37,700 people will see a 
decrease in their TAS.  This will result in a 12 percentage reduction in the 
number of TAS recipients and a saving of $104 million from reduced TAS 
spend over 2018/19.  

127. These changes will help to alleviate the risk that AS recipients experience 
financial hardship as a result of rising housing costs and declining residual 
incomes. 

Accommodation Supplement boundary changes

128. AS Area boundaries are currently required to align with the boundaries of parts of
New Zealand as defined by the Government Statistician. I am also seeking 
confirmation that the definitions of AS Areas be moved from primary legislation 
into regulations, to be progressed through the Families Package Bill.

129. Work will also be progressed to remove the requirement that AS Area boundaries
be updated when Statistics New Zealand updates boundaries. 

130. These changes will mean that AS Area boundaries are able to be defined and 
updated using methods that account for the detail, variance and trends in 
housing data, including changes in housing costs, rather than needing to be 
updated based on statistical boundary updates. 
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131.
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