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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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Aide Memoire: Tax and transfer package - small numbers of 
families disadvantaged 

We have previously provided analysis for the three tax and transfer package options. 
The modelling for Packages 4, 5a and 6a (shown in Table 1) suggested there would be 
a small number of families disadvantaged by all three packages (T2017/595 refers). A 
similar result could be expected for variations of these packages. This note explains 
those results. 
 
Table 1: Tax and transfer packages 

 
Families disadvantaged by Packages 4, 5a and 6a 

Table 2 summarises the number of families that could be disadvantaged by Packages 
4, 5a and 6a (excluding the Accommodation Supplement (AS) component). The 
number of families that could be disadvantaged by the AS component is presented in 
Table 3. To date we have presented results for AS separate from the other 
components of the packages. Because of this separate presentation, some of the 
families disadvantaged in Table 2 may not be disadvantaged overall because of the AS 
changes. However, neither Treasury (Taxwell) nor MSD models can appropriately 
capture all of the interactions between the various components of the packages.  

                                                
1  Rounded to the nearest $50 million. 

 Package 4 Package 5a Package 6a

Tax thresholds Increase the $14,000 
threshold to $18,000, 
and the $48,000 to 

$52,000. 

Increase the $14,000 
threshold to $22,000, 
and the $48,000 to 

$55,000. 

Increase the $14,000 
threshold to $22,000, 
and the $48,000 to 

$52,000. 
Independent Earner 
Tax Credit (IETC) 

Maintain the existing 
IETC. 

Remove the IETC. 

Family Tax Credit 
(FTC) 

Align the FTC rates to the eldest child rates, increase abatement rate to 
23.75% and reduce the abatement threshold to $35,900. 

Accommodation 
Supplement 

Update the maxima to reflect 2016 median rents, while re-allocating areas to 
reflect rental costs. 

Fiscal cost1 
(including clawback) 

$2,000 m $2,800 m $2,350 m
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Table 2: Families disadvantaged by Packages 4, 5a and 6a (excluding the AS 
component) 

Package Number of families 
disadvantaged 

Average weekly loss 
for losing families 

4 4,000 $-1 
5a 3,000 $-1 
6a 3,000 $-1 
Source: Treasury Taxwell 
 
Table 3: Families disadvantaged by the AS component of Packages 4, 5a and 6a 

 Number of families 
disadvantaged 

Average weekly loss 
for losing families 

AS 700 $1.40 
Source: MSD 
 
The reasons for why families could be disadvantaged by the packages include: 

1. abatement changes to Working for Families (WFF) 
2. the relationship between the AS and FTC 
3. a Taxwell modelling assumption about tax square-ups for transfer income, and 
4. interactions between AS and Temporary Additional Support (TAS) and the 

Disability Allowance (DA). 

1) Working for Families abatement changes 

All three packages include a proposal to align the Family Tax Credit (FTC) rates to the 
eldest child rates, increase the Working for Families abatement rate to 23.75%, and 
reduce the abatement threshold to $35,900. The impact of alignment is shown in Table 
4. 

Table 4: FTC changes 
 Status 

Quo 
Aligned 

rates 
Family tax credit annual rates  
Eldest child, aged from 16 to 18 $5,303 $5,303
Eldest child, aged from 0 to 15 $4,822 $5,303
Subsequent child, aged from 16 to 18 $4,745 $4,745
Subsequent child, aged from 13 to 15 $3,822 $4,745
Subsequent child, aged from 0 to 12 $3,351 $4,475

Increasing the abatement rate and reducing the abatement threshold will target the 
allocation of FTC to lower-income families. However, families with only children 
between 16 and 18 years old will not receive a payment increase and may have less 
entitlement because of the abatement changes. 
 
2) Relationship between AS and FTC 

The AS is calculated as 70 percent of housing costs above an initial ‘entry threshold’ 
(which the recipient pays), up to a maximum amount. Entry thresholds can vary by 
benefit, family type and tenure (rent, board or mortgage). For families with children, the 
entry threshold also includes 25% of the first child rate (aged 0-15) of the Family Tax 
Credit (this is the same regardless of the number of children in the family).  

Increasing the 0-15 year-old first child FTC rate will increase the base rate used in the 
AS calculation, which reduces the AS payment.  Generally, the increase in FTC will be 
larger than the reduction in AS. However, families with only children over 15 (and not 
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impacted by the abatement changes) will continue receiving the same FTC entitlement 
but their AS payment will decrease. This also occurs during normal WFF indexation 
rounds for families in this situation.  

3) Taxwell assumption about income tax square-ups for transfer recipients 

Some transfers (ACC, student allowance, New Zealand Superannuation  
(NZ Super) and main benefits) are treated as taxable income and are subject to PAYE. 
Taxwell modelling assumes that all people in receipt of transfer income square-up their 
affairs at year-end by filing a tax return or requesting a personal tax summary.  

If a person receives a benefit for part of the year our modelling assumes that the 
person will square-up their affairs by filing a tax return or requesting a personal tax 
summary. Where the annual gross benefit would have been more than $14,000, the 
the person will receive a tax refund on square-up because the PAYE is calculated 
based on average tax rates. If the $14,000 threshold is increased, then these people 
will no longer be eligible for a tax refund on squaring up their affairs.  

A similar outcome could occur for NZ Super or student allowance recipients. Part year 
recipients of NZ Super are much less likely to occur, and our model does not capture 
the impact on student allowance. 

Administrative data from Inland Revenue would suggest that Taxwell is overestimating 
the number of families disadvantaged by no longer being eligible for a tax refund. In 
2015, there were 35,000 individuals with a debt (of more than $20) who had either 
transfer income only, or tax and transfer income but did not square up so no debt was 
due.  

An individual is not required to file a tax return if they (in additional to satisfying other 
criteria) have $200 or less of certain types of income which tax has not been withheld 
from correctly. Depending on an individual’s marginal tax rate, this $200 of income 
could equate up to $66 of tax. 

4) AS component 

The majority of families disadvantaged by the AS proposal happen when an increase in 
AS is offset by a decrease in TAS. If the TAS deficiency falls below $1, the recipient will 
lose entitlement to TAS, resulting in a $1 loss in income. Clients receiving the Disability 
Allowance (DA) may lose higher amounts if the AS causes their TAS deficiency to fall 
below the upper limit. This is because clients need to be at the upper limit to receive 
the DA exception amount. The DA exception amount covers 30% of their excess 
disability costs, above the DA. For a very small number of clients the AS increase can 
trigger the complete loss of the DA exception amount. 

Option for distributional neutrality 
The Child Material Hardship Package and the Budget 2010 Tax Package included a 
fund to allow payments to a small number of households who were financially 
disadvantaged as an unintended consequence of the package.  A similar fund could be 
set up for the tax and transfer package as part of Budget 2017. 
 
 
 

 Analyst, Tax Strategy, 
Eina Wong, Senior Analyst, Tax Strategy, 
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