
Overview
To provide better rewards for hard 
work, help lower-income families 
with young children meet their 
living costs, and improve incomes 
for those with high housing costs.

Tax thresholds
Increases the $14,000 income tax threshold to $22,000, 
and the $48,000 threshold to $52,000. This provides a tax 
reduction of $11 a week to people earning $22,000 or more 
rising to $20 per week for anyone earning $52,000 or more.

Independent Earner Tax Credit
Independent Earner Tax Credit will be discontinued.  
Those claiming it are fully compensated by the tax  
threshold adjustments.

Family Tax Credit
Increases the maximum credit for the first child under 16 by $9 
a week, and for each subsequent child under 16 by between 
$18 and $27 a week. Also increases the abatement rate to 
25 per cent, and reduces the abatement threshold to $35,000.

Accommodation Supplement
Increases the maximum payment rates for a two person 
household by between $25 and $75 a week, and for larger 
households by between $40 and $80 a week. Changes to 
Accommodation Supplement areas will provide further gains 
for some families. 

Accommodation Benefit
Increases weekly payments by up to $20 for students to reflect 
increasing housing costs for students.

$2b 
PACKAGE

The Family Incomes Package will benefit 1,340,000 families in New Zealand by, on 
average, $26 per week from 1 April 2018. Around 750,000 superannuitants and 
around 41,000 students will also benefit from the Family Incomes Package.
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Working for Families
From 1 April 2018, around 310,000 low to middle income  
families with children aged under 16 years old will receive 
more from Working for Families.

What is changing?
1. Increases to the Family Tax Credit rates for children aged 0 to 15, 

so that they align with the rates for children aged 16 to 18 years.

2. Increase the abatement rate and decrease the abatement threshold.
The abatement rate for Working for Families will be increased from  
22.5 cents to 25 cents in the dollar, and the abatement threshold will  
decrease from $36,350 a year to $35,000 a year.
This brings forward changes that would have progressively occurred by 2025 
based on expected movements in the Consumers Price Index. Changing the 
abatement settings now targets the assistance toward lower income families 
with children.

ANNUAL RATE CURRENT 1 APRIL 2018

Eldest child, 16-18 $5,303
$5,303

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

Changes to Tax Thresholds and 
Independent Earner Tax Credit
From 1 April 2018, the $14,000 income tax threshold 
will increase to $22,000, and the $48,000 threshold to 
$52,000. The Independent Earner Tax Credit (IETC) will 
be discontinued.

Why are the tax thresholds changing?
As incomes rise, the marginal tax rates that individuals face also increase. 
Increasing the bottom two tax thresholds provides greater rewards for  
low and middle income earners, and is expected to support long-run 
economic performance.

Why is the Independent Earner Tax Credit 
being discontinued?
Individuals who receive the Independent Earner Tax Credit will be fully 
compensated by the increase in the $14,000 tax threshold. Since being 
introduced, the Independent Earner Tax Credit has had less uptake than 
expected. Only 32 per cent of eligible recipients claim it during the year they  
are eligible. Removing the tax credit will also help simplify the system,  
as individuals will not have to file a tax return at year-end or use a  
different tax code to claim it.

CURRENT BRACKET $ NEW BRACKET $ RATE

1 - 14,000 1 - 22,000 10.5%

14,001 - 48,000 22,001 - 52,000 17.5%

48,001 - 70,000 52,001 - 70,000 30%

70,001+ 70,001+ 33%



Accommodation Supplement
Why are the changes happening?
The Accommodation Supplement assists many beneficiaries,  
superannuitants and lower-income working families to meet their rental, 
board or mortgage payments. 
The Family Incomes Package increases the Accommodation Supplement 
maximum amounts and updates the make-up of the Accommodation 
Supplement areas for the first time since 2005.

Impact on families in housing stress
The Family Incomes Package lifts the incomes of many households, especially 
those with low incomes after housing costs. The Package is expected to move 
around 20,000 households over the threshold and out of ‘severe housing 
stress’ (defined as having less than $180 per week after housing costs, 
adjusted for inflation, and household size and type). This includes around 
15,000 households with children and around 35,000 children.

Who benefits from the increase?
Of the 136,000 households likely to benefit from the changes to the 
Accommodation Supplement:

receiving a benefit will see  
an average increase of

working people and families  
not receiving a main benefit  

will see an average increase of 

will see an average  
increase of

75,000 
HOUSEHOLDS

15,000 
SUPERANNUITANTS

46,000 
LOW INCOME

$48
A WEEK

$29
A WEEK

$30
A WEEK

Accommodation Supplement
From 1 April 2018, changes to the Accommodation 
Supplement will benefit around 136,000 households 
receiving the maximum rate by an average of  
$36 per week. 

What is changing? 
1. Accommodation Supplement maximum payments will increase to 

better reflect the cost of housing across New Zealand.
2. The make-up of the four Accommodation Supplement areas will be 

updated so people in areas where housing costs have increased the 
most will have access to higher payments. Maps of the new areas 
are available at www.msd.govt.nz/about-msd-and-our-work/
newsroom/2017/budget-2017.html

How much are the Accommodation Supplement 
increases?

AREA FAMILY SIZE
NEW MAXIMUM 

WEEKLY AMOUNT
NEW MAXIMUM 

WEEKLY INCREASE

Area 1
1 person
2 person

3+ person

$165
$235
$305

$20
$75
$80

Area 2
1 person
2 person

3+ person

$105
$155
$220

$5
$30
$55

Area 3
1 person
2 person

3+ person

$80
$105
$160

$15
$30
$40

Area 4
1 person
2 person

3+ person

$70
$80
$120

$25
$25
$45

Some people will benefit from both the area changes and the area maxima 
increases shown above.



Accommodation Benefit
From 1 April 2018, weekly  
payments will increase by up  
to $20 for students experiencing 
housing stress.

What is changing from 1 April 2018?
Accommodation Benefit rates for Student Allowance recipients  
will increase by up to $20 a week to better reflect the cost of  
housing for students. 

Who benefits from the increase?
About 41,000 students will benefit from the change, and in particular, around 
26,000 students who live in Auckland, Wellington or Christchurch will receive 
a $20 increase per week.

UP TO $20 
WEEKLY INCREASE

EXAMPLE REGIONS CURRENT RATES
FUTURE RATES 
(ESTIMATED)

Auckland $40 $60

Wellington $40 $60

Christchurch $40 $60

Dunedin $40 $51

Hamilton $40 $49.50

Palmerston North $40 $40.50

Superannuitants
How do the tax changes affect superannuitants 
from 1 April 2018?
Changes to personal income tax thresholds will increase the after-tax rate of 
New Zealand Superannuation. As a result, the weekly rates of New Zealand 
Superannuitants (for those on tax code “M”) are estimated to increase by:

These increases are in addition to the annual adjustment of New Zealand 
Superannuation rates which occurs on 1 April each year. 
Superannuitants receiving income from other sources, such as work,  
may also benefit from the income tax threshold increases with higher  
after-tax incomes.

How do the Accommodation Supplement increases 
affect superannuitants?
Around 15,000 superannuitants will benefit by an average of $29 per week 
from the increases to maximum Accommodation Supplement amounts.
To estimate how Accommodation Supplement payments may change  
from 1 April 2018, there is an updated Accommodation Supplement  
calculator on the Working for Families website. Go to -
www.workingforfamilies.govt.nz/calculators/

for a married/ 
civil union  

couple

$13.10
PER WEEK

for a single  
person sharing 

accommodation

$7.90
PER WEEK

for a single 
person living 

alone

$8.50
PER WEEK



Students
How do the changes affect students from 1 April 2018?
• Accommodation Benefit amounts will increase. The Accommodation 

Benefit is a supplement to Student Allowance payments recognising the 
accommodation costs of students who do not live at home. 

• Increases to the personal income tax thresholds will mean that working 
students may receive a higher after-tax income from work. 

• Students with dependent children aged under 16 receiving a 
Student Allowance will benefit from increases to the rates of the 
Family Tax Credit. 

• Sole parent students, and students who do not qualify for a 
Student Allowance for reasons other than income (such as studying a 
postgraduate course), may benefit from increases to the maximum rates 
of Accommodation Supplement.

How will these changes affect students’ incomes?
Around 41,000 students will receive more assistance for accommodation 
costs as a result of an increase in the Accommodation Benefit rate. Around 
26,000 students who live in Auckland, Wellington or Christchurch will receive 
a $20 per week increase. In areas with relatively lower accommodation  
costs, such as Hamilton and Palmerston North, the increase to the maximum 
rate will be lower. 

1Consequential impacts include, for example, increased GST revenue as people 
spend their additional after-tax income, a reduction in gross benefit expenditure 
(as the net payments to benefit recipients are unchanged), partially offset by 
increases in New Zealand Superannuation payments due to an increase in the 
after-tax average wage (to which it is linked).

Fiscal Impact
The full average annual cost of  
the Family Incomes Package is  
$2.0 billion, and the total cost is 
$6.5 billion over the next four years. 

$2b 
PACKAGE

($MILLIONS) 2017/18 2018/19 2019/20 2020/21 

Reduction in tax 
revenue including 
IETC

486 1,896 1,895 1,976

Working for 
Families 97 373 318 310

Accommodation 
Supplement 87.6 361.6 380.3 399.7

Accommodation 
Benefit 6.3 19.5 19.5 19.8

Transitional Fund 1.1 0.5 0.4 0.3

Consequential 
impacts1 -74.3 -575.2 -760.9 -693.7

Operating 
balance impact 603.6 2,075.3 1,852.3 2,012.0

Family Incomes Package cost by component
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Supporting a strong economy
The tax threshold changes are expected to support 
long-run economic performance, and the Family Incomes 
Package overall has a modest, positive long-run impact 
on GDP.

Growing the economy
Overall, the Family Incomes Package increases nominal GDP by $3.0 billion 
over the five years to June 2021.
In the short-run, the Family Incomes package is expected to increase GDP 
through greater household spending. Stronger demand in the economy 
increases demand in the labour market, leading to employment growth and a 
0.1 percentage point decrease in the unemployment rate. 
There are some offsets to economic growth from higher imports, as 
consumption of goods and services increases. Increased spending is also 
expected to result in a modest increase in inflation. This leads to upward 
pressure on interest rates, although this occurs in a low interest rate 
environment.

Improving rewards for work
Taxes and government assistance affect labour supply by influencing 
individuals’ decisions about whether to participate in the workforce, the 
number of hours they work and whether to migrate. 
The labour supply impact of the Family Incomes Package is expected to be 
broadly neutral. However, each individual’s labour supply responsiveness 
varies, and changes affect people differently. For example, the increases to 
income tax thresholds will improve the rewards for work, and encourage 
greater labour supply among low and middle income earners.

How will the Family Incomes 
Package affect you?

Use the Family Incomes Package calculator at:

www.budget.govt.nz/budget/2017/ 
family-incomes-calculator

budget.govt.nz
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FAMILY 
INCOMES 
PACKAGE

LOCATION
FAMILY 
TYPE

PRIMARY 
INCOME

SECONDARY 
INCOME

TAX REDUCTION 
(WEEKLY)

IETC LOSS 
(WEEKLY)

WFF CHANGE 
(WEEKLY)

TOTAL TAX AND WFF 
CHANGE (WEEKLY)

MAXIMUM AS 
CHANGE (WEEKLY)*

WAITAKERE $33,000 - $11 - $9 $20 $110 

SPS - - - $9 $9 $110 

AUCKLAND CENTRAL $55,000 - $20 - - $20 - 

$40,000 - $11 - $28 $39 $80

MANUKAU $33,000 - $11 ($10) - $1 $65 

$55,000 - $20 - - $20 -  

TAURANGA $55,000 $33,000 $31 ($10) - $21 - 

JSS - - - - $0 $65 

HAMILTON $33,000 - $11 ($10) - $1 $40 

HAWKE’S BAY $55,000 $33,000 $31 ($10) - $21 - 
PALMERSTON NORTH $40,000 $20,000 $19 - $9 $28 $30

$55,000 $0 $20 - $21 $41 $40

LOWER HUTT $90,000 - $20 - - $20 -  

$33,000 $33,000 $21 - $24 $45 $61 

NELSON $60,000 $30,000 $31 ($10) $1 $22 - 

BLENHEIM SPS - - - $9 $9 $80 

CHRISTCHURCH $55,000 $55,000 $41 - - $41 - 

$55,000 $0 $20 - $21 $41 $100 

QUEENSTOWN $33,000 - $11 - $9 $20 $110 

DUNEDIN $33,000 $33,000 $21 - $24 $45 $1 

These are illustrative scenarios  
that depend on certain assumptions 
about family circumstances. The 
impact on any family will depend on 
a range of criteria, including their 
accommodation costs. There may be 
small differences due to rounding.

adult couple single adult             child 16 - 18 yrs             child 13 - 15 yrs             child 0 - 12 yrsKEY:  IETC Independent Earner Tax Credit  WFF Working for Families  JSS  Jobseeker Support  SPS  Sole Parent Support  AS  Accommodation Supplement     - not applicable

*AS changes are the maximum increases people can receive. The actual amount will depend on accommodation costs and personal circumstances.  


