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Key to sections of the Official Information Act 1982 under which information has been withheld. 

Certain information in this document has been withheld under one or more of the following sections of the Official 
Information Act, as applicable: 

 

[1] to prevent prejudice to the security or defence of New Zealand or the international relations of the 
government 

6(a) 

[4] to prevent prejudice to the maintenance of the law, including the prevention, investigation, and 
detection of offences, and the right to a fair trial 

6(c) 

[11] to damage seriously the economy of New Zealand by disclosing prematurely decisions to change 
or continue government economic or financial policies relating to the entering into of overseas trade 
agreements. 

6(e)(vi) 

[23] to protect the privacy of natural persons, including deceased people 9(2)(a) 

[25] to protect  the commercial position of the person who supplied the information or who is the subject 
of the information 

9(2)(b)(ii) 

[26] to prevent prejudice to the supply of similar information, or information from the same source, and 
it is in the public interest that such information should continue to be supplied 

9(2)(ba)(i) 

[27] to protect information which is subject to an obligation of confidence or which any person has been 
or could be compelled to provide under the authority of any enactment, where the making available 
of the information - would be likely otherwise to damage the public interest 

9(2)(ba)(ii) 

[29] to avoid prejudice to the substantial economic interests of New Zealand 9(2)(d) 

[31] to maintain the current constitutional conventions protecting collective and individual ministerial 
responsibility 

9(2)(f)(ii) 

[33] to maintain the current constitutional conventions protecting the confidentiality of advice tendered 
by ministers and officials 

9(2)(f)(iv) 

[34] to maintain the effective conduct of public affairs through the free and frank expression of opinions 9(2)(g)(i) 

[36] to maintain legal professional privilege 9(2)(h) 

[37] to enable the Crown to carry out commercial activities without disadvantages or prejudice 9(2)(i) 

[38] to enable the Crown to negotiate without disadvantage or prejudice 9(2)(j) 

[39] to prevent the disclosure of official information for improper gain or improper advantage 9(2)(k) 

[40] Not in scope   

 

In preparing this Information Release, the Treasury has considered the public interest considerations in section 9(1) and 
section 18 of the Official Information Act. 
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Reference: T2016/2551 SH-13-5-2-3 
 
 
Date: 10 January 2017 
 
 
To: Minister of Finance (Hon Steven Joyce) 
 
 
Deadline: None 
 
 
Aide Memoire: Effect of Accommodation Supplement on 
effective marginal tax rates 

Cut out point for Accommodation Supplement (AS) 
The highest possible family income from wages/salaries, while receiving AS is 
approximately $77,000.  How much AS someone can receive (and subsequently the 
maximum they can earn while receiving it) depends on their family status, address, and 
accommodation costs.  To receive the maximum payment, a person would need to be 
a sole parent, with multiple children, living in ‘area 11’, with rent over $430. Anyone 
earning this amount, or close to it, would however be eligible for very little AS and are 
unlikely to claim this payment.  
 
Interactions between AS and other transfer payments 
While this is the cut out point for AS, the interaction between this and other parts of the 
tax and transfer system have implications for people’s incentive to work. How much a 
family receives from the tax and transfer system and the effective marginal tax rate 
(EMTR) this imposes depends on a number of factors including income, number and 
age of their children, address, and the number of hours they work. This can be 
illustrated by considering the following two hypothetical households. 
 
A sole parent with two children under thirteen, who works 15 hours per week at 
minimum wage ($12,000 per annum). 
In this example, the parent is working approximately 15 hours per week and the 
family’s after tax and transfer income will be approximately $41,000, made up of sole 
parent support ($13,000), wages ($11,000), family tax credit ($8,000), and AS ($9,000).  
If the parent in this example was to take on an additional 5 hours work per week 
($4,000/annum), their after tax and transfer income would increase by approximately 
$3,000. However the source of income would change considerably as the family would 
no longer receive sole parent support, but would receive an additional $3,500 from 
wages, close to $4,000 from the in work tax credit (IWTC), and $9,000 from the 
minimum family tax credit (MFTC) – with no change to family tax credit or AS. 

                                                
1  The maximum AS payment is differentiated into four areas, area 1 (with the highest rate) includes North and 

Central Auckland. 
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If the parent then took on an additional 10 hours work, they would receive no change in 
their after tax and transfer income.  This is because every dollar earned in wages 
would be reduced from their minimum family tax credit.  The graph below shows how 
this sole parent’s EMTR for working an additional 5 hours/week changes depending on 
the number of hours they are working.  
 

 
 
Couple with two children under thirteen, both earning $25/hour. 
This example illustrates the interaction of AS and working for families tax credits for a 
couple earning around the median wage. As the graph below2 shows, the abatement of 
these two support payments results in EMTRs around 50-60% for this family.  
 

 
 
 

                                                
2  In this example one spouse works twice as many hours as the other. 
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Other considerations - AS 
It is believed that the take up of AS is low for non-beneficiaries.  For beneficiaries the 
take up is much higher as they are enrolled in the support system by Work and Income. 
68% of AS recipients are beneficiaries, and subsequently will not face abatement of the 
support (as their income is below the abatement threshold).  The AS will therefore have 
little impact on the choice of beneficiaries to take up or increase work.  However, 
people on low-middle incomes, including former beneficiaries, are likely to be impacted 
by the 25% abatement of AS.  Former beneficiaries may also be more likely to receive 
AS, as they have more exposure to the system and are likely to have previously 
received AS from Work and Income.   
 
An additional 12% of AS recipients are super-annuitants. These would be people who 
have low (or possibly middle) income, and high accommodation costs i.e. do not have 
low/no mortgage properties. 
 
Other considerations – Childcare and student loans 
An additional consideration is the impact of childcare costs. Childcare costs can vary 
considerably, with average weekly costs around $320. Some of this cost is covered by 
the 20 hours early childhood education subsidy, and costs may be further reduced by 
the childcare subsidy, which can reduce costs by $1.50-$5.00 per hour of childcare. 
When the remaining childcare cost is combined with the EMTRs described above, work 
incentives may be impacted substantially.  
 
Student loan repayments would increase the EMTR by an additional 12% for anyone 
with student loan repayment obligations. While this is a repayment of debt, it is still 
likely to influence work incentives – especially for those already facing high EMTRs. 
 
 
 
 
 
 
 
 
 

 Analyst, Labour Market & Welfare, 
Suzy Morrissey, Acting Manager, Tax Strategy, 
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