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Note the initial estimate of the fiscal 
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(Hon Phil Twyford) 
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Note the contents of this report Tuesday, 14 November 2017 

Minister of Revenue 
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Joint Report: Families Package: Fiscal Implications 

Executive Summary 

The purpose of this report is to present Ministers with the Treasury’s initial estimate of the 
fiscal implications of the proposed tax cut reversals and Families Package.  This estimate 
reflects information we had as at 13 November 2017.  We will continue to update Ministers 
on the fiscal impact of the Package as more decisions are taken.  
Based on decisions Ministers have already taken: 

• The average annual cost of the Families Package after clawback1 across the four 
years from 2018/19 to 2021/22 is $1.195 billion 
 

• The approximate outyear cost (i.e. once fully implemented) of the Families Package 
is around $1.4 billion per annum after clawback 

The initial Treasury estimate of the overall fiscal impact of the Families Package and tax cut 
reversals is a gain in revenue of approximately $3.670 billion over the forecast period.  
However, compared with the preliminary economic and fiscal forecasts, as a result of 
decisions taken on the Families Package, the estimated cost of the Package is $329 million 
greater over 5 years than incorporated into preliminary forecasts. This higher cost will impact 
on net debt unless it is offset through decisions that lower the cost of the Families Package 
or allowance reductions.  

Estimates for the Families Package will be aggregated with other 100 Day Plan policy 
commitments to calculate the spending available for future budgets. This approach will be 
agreed by Cabinet on 20 November. Any variance to the aggregated estimate of the 100 Day 
Plan (as set out in that Cabinet paper) will be managed as a pre-commitment against the 
Budget 2018 allowance.  
 
Caveats around the figures used in this paper 
The figures in this paper are not yet stable and the estimates will continue to shift as 
Ministers finalise decisions on the detailed design of the Families Package, and as the 
Treasury finalises the economic and fiscal forecasts. 
To ensure Ministers have the latest information available on the fiscal impacts of the 
package, officials will:  
• Update the fiscal impacts table at key points between now and when Cabinet considers 

the Families Package on 27 November 2017.  
 
• Update Ministers separately on implementation costs associated with the Families 

Package.   
  

                                                
1  Clawback refers to additional revenue received through GST and excises as a result of changes in disposable income. 

We calculate clawback at 10 per cent.  
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Opportunities to manage costs in the near and medium term 

Ministers have opportunities to manage costs associated with the Families Package in both 
the near term and the medium term. In the near term, Ministers are scheduled to discuss 
impending design decisions (with cost implications) with officials at 5pm on Tuesday 14 
November.  
In the medium term, the proposed review of the Working for Families tax credits and your 
commitments to improve the welfare system more broadly provide opportunities to do further 
analysis on the costs and functioning of the welfare system.  
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Recommended Action 

We recommend that you: 
a note the initial estimate of the fiscal impact of the Families Package 
b note that the initial estimate of the Package is higher than accounted for in the 

preliminary fiscal forecasts, and as a result, it will impact on net debt unless it is offset 
through decisions that lower the cost of the Families Package or by allowance 
reductions.  

c note that the overall fiscal impact of the Families Package may change as Ministers 
finalise decisions on detailed design of the Families Package between now and when 
Cabinet considers the Package (27 November).  

d note that officials will provide you with regular updates on the overall fiscal impact of 
the Families Package between now and 27 November. 

e note that we will provide an update on implementation costs in the final report for the 
Families Package (21 November 2017).  

f note that estimates for the Families Package will appear in the Budget and Fiscal 
Strategy 2018 Cabinet paper (20 November) 

g confirm officials’ understanding that the Labour Fiscal Plan includes a clawback of 
15% on all costs associated with the Families Package 
confirm/not confirm 

h note that Ministers have opportunities to manage costs in both the near term and the 
medium term without compromising the Government’s objectives of increasing income 
adequacy for families with children and to reduce child poverty.  

i note that officials will provide advice on options to improve the effectiveness and 
efficiency of tax and transfers in achieving the Government’s objectives as part of the 
broader review of the overall welfare system.  

 
Agree/disagree 

 
 
 
 
 
 
 
 
Mark Vink    Simon MacPherson  Sandra Watson 
Manager, Tax Strategy  DCE Policy   Manager, Forecasting 
The Treasury    Ministry of Social   Inland Revenue 
     Development 
 
 
 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance  
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Joint Report: Families Package: Fiscal Implications 

Purpose 

1. The purpose of this report is to provide Ministers with an initial estimate of the fiscal 
implications of the Families Package.  

Background 

2. This paper is part of a series of papers that Ministers are considering as part of the 
Families Package.  

3. The numbers presented in this paper are indicative only. The estimates will continue to 
shift as Ministers take further design decisions, and as forecasting methods are refined.  

4. We will update Ministers on the changing fiscal impacts of the package at key points 
between now and 27 November, when Cabinet considers the package as a whole.  

Overview – what is factored into the current estimates 

5. At the 6 November meeting, Ministers made a number of design decisions that have 
been incorporated in the preliminary estimate of the fiscal impact of the Families 
Package presented in this report. These include: 
a Timing – the Accommodation Supplement and Accommodation Benefit changes 

agreed in Budget 17 will come into force on 1 April 2018. The Families Package’s 
changes to Working for Families and the introduction of Best Start and the Winter 
Energy Payment (WEP) will begin on 1 July 2018.   

b WEP’s eligible population – recipients of New Zealand Superannuation, the 
Veterans Pension and everyone receiving a main benefit will be entitled to the 
WEP.   

c Best Start’s eligible population – all children born on or after 1 July 2018 are 
eligible for the Best Start payment, with an abatement rate of 21 per cent (instead 
of 20.8%).  

6. Although Ministers took decisions on 6 November about the Orphan’s 
Benefit/Unsupported Child’s Benefit (OB/UCB) and Foster Care Allowance, these 
figures have not yet been incorporated into our estimates. Ministers agreed to increase 
OB/UCB and Foster Care Allowance rates by $20.31 per week from 1 July 2018 
(similar to Family Tax Credit increases, as these families receive these payments 
instead of the Family Tax Credit). We will include these impacts when we provide 
Ministers with updated information about the overall impacts of the Package.  

7. Ministers are still in the process of making additional detailed design decisions that will 
impact the overall form and fiscal impact of the Families Package. As these decisions 
are still pending, they have not been factored into the forecast. These include: 
a Whether WEP is treated as income for the purposes of other social 

assistance payments and indexation arrangements – including the impact on 
Hardship Assistance and whether this payment in indexed. 

b Further changes to Best Start’s eligible population – including whether 
babies due on or after 1 July are entitled to this benefit.  

c Consequential impacts – this includes flow-on impacts on other social 
assistance payments, and any compensation for transitional impacts. 

d Implementation costs for agencies administering the Families Package (Inland 
Revenue and the Ministry of Social Development), and for publicity materials.  
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Assumptions behind the current estimates 

8. There are a number of assumptions sitting behind the estimates. These include: 

Assumption 

Winter Energy Payment 

• Assumes 100% take-up for New Zealand Superannuation recipients and offsets from 
Temporary Additional Support2. 

Best Start 

• Applies to children born from 1July 2018. 
• 58% of the families with 1-2 year old children are below the Best Start abatement threshold, and 

a further 7% will receive abated entitlements. 

Paid Parental Leave 

• 10% of receiving parents return to work earlier than 22 weeks and 15% return to work earlier 
than 26 weeks. 

Accommodation Benefit and Accommodation Supplement  

• The increases to the Accommodation Benefit are included. 
• An increase in the number of non-beneficiary Accommodation Supplement recipients as a result 

of increasing the maxima. 

Estimates of the fiscal impacts  

9. The tables below are calculated off BEFU 2017 figures and show the current estimate 
of the fiscal impact of the Families Package.  

10. Table 1 shows the initial figures for the total impact of the Families Package and tax cut 
reversals (costs, savings and net impact after a 10 % clawback).  

11. Table 2 shows only the initial costs of the Families Package. Neither table represents 
the final fiscal impacts of the Families Package, which will not be known until the Half 
Year Economic and Fiscal Update (HYEFU) is finalised. The figures for the 2021/22 
year are a mix of current forecasts and estimates.  

12. At a high level, costs have shifted in four main areas since Ministers met with officials 
on Monday 6 November. Costs have gone down for the Best Start and WEP 
components after Ministers made decisions about eligibility. The costs for Working for 
Families increased after updates to the modelling.  Paid Parental Leave figures 
dropped after officials updated the behavioural assumptions.  

Table 1: Assessment of the fiscal impacts of the Families Package, based on BEFU 2017 

13. The first two lines in the table below represent the savings gained by reversing the 
Budget 2017 tax cuts. Savings are presented in red. The costs of reinstating the 
Independent Earner Tax Credit (IETC) have been subtracted from the savings from the 
reversal of the tax threshold changes. They do not include the clawback.  

14. The rest of the table shows the costs (in black) and savings of elements of the Families 
Package. These are itemised according to broad categories, some of which are 
explained below in the footnotes. Please note that the caveats explained in Table 1 
also hold for Table 2.  

                                                
2  Note that a decisions is sought on whether to offset from Temporary Additional Support in the Winter Energy paper.  
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15. These figures will change as Ministers make further design decisions, and as the 
Crown’s fiscal forecasts are updated in HYEFU.   

Based on BEFU 2017 
Fiscal 
Year       $million

  2017/18 2018/19 2019/20 2020/21 2021/22
Combined Tax/IETC3 ($486) ($1,896) ($1,896) ($1,976) ($2,059)
New Zealand 
Superannuation ($56) ($228) ($233) ($234) ($234)
Student Allowances4 $0 $0 $0 $0 $0
Hardship Assistance ($0) ($10) ($16) ($21) ($32)
Veteran's Pension ($1) ($3) ($3) ($3) ($3)
Transitional 
Assistance $0 $1 $0 $0 $0
Accommodation 
Assistance5 $4 ($1) ($9) ($15) $3
Working for Families6 ($97) $540 $530 $520 $510
Other7 $2 $3 ($3) ($3) ($3)
Winter Energy Payment $0 $471 $484 $502 $523
Paid Parental Leave $0 $51 $54 $108 $112
Parental Tax Credit $0 ($28) ($27) ($26) ($25)
Best Start $0 $80 $231 $373 $446
            
Cost before clawback ($634) ($1,021) ($887) ($775) ($761)
10% clawback $63 $102 $89 $77 $76
Cost after clawback ($571) ($919) ($798) ($697) ($685)

Table 2: Assessment of the total cost of the Families Package, based on BEFU 17 

16. Ignoring the offsetting gains from the Budget 2017 tax and IETC reversals, the initial 
figure we have for the total cost of the Families Package to 2021/22 is $4.699 billion. 

17. However, these figures will change as Ministers make further design decisions, and as 
the Crown’s fiscal forecasts are updated in HYEFU.   

  

                                                
3  Estimates for IETC in the 2021/2022 ignore a potential increase in cost due to increased uptake following IRD’s Business Transformation project. 
4   Accommodation Benefit changes are wrapped into the Student Allowances line.  
5   Accommodation Supplement changes are wrapped into the Accommodation Assistance line.  
6  Estimates for Working for Families in the 2021/2022 year ignore a potential indexation event that may be triggered by CPI growth at the start of that year. 

 
7   Other consists of part payment of rent to Social Housing Providers 
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Based on BEFU 2017 Fiscal Year       $million
  2017/18 2018/19 2019/20 2020/21 2021/22
Student Allowances $0 $0 $0 $0 $0
Hardship Assistance ($0) ($10) ($16) ($21) ($32)
Veteran's Pension ($1) ($3) ($3) ($3) ($3)
Transitional Assistance $0 $1 $0 $0 $0
Accommodation Assistance $4 ($1) ($9) ($15) $3
Working for Families ($97) $540 $530 $520 $510
Other $2 $3 ($3) ($3) ($3)
Winter Energy Payment $0 $471 $484 $502 $523
Paid Parental Leave $0 $51 $54 $108 $112
Parental Tax Credit $0 ($28) ($27) ($26) ($25)
Best Start $0 $80 $231 $373 $446
            
Cost before clawback ($92) $1,104 $1,242 $1,436 $1,532
10% clawback $9 ($110) ($124) ($144) ($153)
Cost after clawback ($83) $993 $1,118 $1,292 $1,379

Caveats about the numbers used in this analysis  

18. The numbers presented in this paper are only preliminary. The estimates are not yet 
stable for the following reasons:  

• To determine the net impact of the Package, we have used the forecasts 
released at BEFU17 as our common base across three agencies. This is 
because the latest set of forecasts is still being generated and will not be finalised 
until after Cabinet takes decisions on the Package on 27 November 2017.  

• The 2021/22 year in particular is subject to further revisions.  
• The overall impacts will change as the Crown’s macroeconomic and fiscal 

forecasts are updated ahead of the Half Year Economic and Fiscal Update 
(HYEFU). HYEFU will include updates to the short term economic outlook and 
more updates based on recent policy decisions.   

• The final impacts of the package will be reported in HYEFU. Any variance 
between the BEFU based analysis and the final HYEFU based analysis will be 
charged against the Budget 18 contingency.  

• For the purposes of this paper, a clawback of 10% has been assumed. However, 
the final clawback rate may be higher than this and will not be known until the 
final package is decided and the Treasury has run it through the macroeconomic 
forecasting process. 

• Costs will move as Ministers continue to take detailed design decisions on 
different elements of the Families Package (e.g. Best Start and the Winter 
Energy Payment).   

Comparison with the Fiscal Plan and the preliminary economic and fiscal 
forecast estimates 

19. The table below shows the difference between the estimates used in the preliminary 
fiscal forecasts and the current estimates on the net gains from the tax reversals and 
the Families Package.  
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20. This initial comparison suggests that the reversal of the tax cuts generates an 
additional $85 million of revenue than incorporated in the Preliminary Fiscal Forecasts. 
The initial estimates of the costs of the Families Package is higher than incorporated in 
the preliminary fiscal forecasts by approximately $451 million. 

21. The net impact compared to the preliminary fiscal forecasts is an increase in costs of 
$329 million over five years. This means that in the absence of any other changes, the 
current package exceeds the preliminary HYEFU position by $329 million over five 
years. This higher cost will impact on net debt unless it is offset through decisions that 
lower the cost of the Families Package or allowance reductions. 

22. These numbers will change as Ministers continue to take decisions about the Package 
and as broader economic conditions are updated.  

Table 3: Comparing the net impact of the Families Package  

$ millions   2017/18  2018/19  2019/20  2020/21  2021/22       Total 
 1. Revenue estimates used in the Preliminary Fiscal 
Forecasts (based on Labour's Fiscal Plan)  (486) (1896) (1895) (1976) (1976) (8229)

2. Treasury’s estimate of the net gains from tax cut 
reversals and IETC reversals  (excluding clawback) (486) (1896) (1895) (1976) (2059) (8313)

3. Gain relative to preliminary fiscal forecasts - - - - (85) (85) 
4. Cost estimates of the Families Package used in the 
Preliminary Fiscal Forecasts (based on Labour's Fiscal 
Plan)  

 1155 1156 1204 1255 4770 

 5. Cost estimates of the Families Package from the 
Treasury (excluding clawback) (92) 1104 1242 1436 1532 5221 

 6. (=5-4). Cost increase relative to the preliminary 
fiscal forecasts  (92) (51) 86 232 277 451 

 7. (=3+6). Overall impact on the fiscal position, 
relative to the preliminary forecasts  (92) (51) 86 232 192 366 

8. Overall impact on the fiscal position, net of 
clawback at 10% (83) (46) 77 209 173 329 

Options for cost savings 

23. Ministers still have opportunities to manage the total cost of the Families Package.  
24. In the near term, Ministers have some impending choices about the final design of the 

Package that will impact the final cost.  
25. A number of these decisions are highlighted in the set of papers going up on 10 or 13 

November. These include: 
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Table 4: Summary of impending choices with initial estimates of cost implications 

Issue Comment 
Independent Earner Tax Credit (IETC) [joint report T2017/2434 refers]  
• How to reintroduce the IETC • Reintroduction will cost $220 million p.a., 

rising to $255 million p.a. from 2020 
• Choices about how the IETC is introduced 

could deliver some (as yet uncosted) 
savings 

Winter Energy Payment (WEP) [joint report T2017/2495 refers] 
• Bringing forward the implementation date • $185.8 million cost in 2017/18. 
• Introduce measures  that reduce work 

disincentives: 
o Maintain WEP until end of winter 
o Abatement of WEP after main benefit 

fully abates 

 
 
• Both options are currently uncosted 

• Cost of indexation  • Costs rise from $2.8 million in 2018/19 up to 
$31 million by 2021/22 

• Extension of Orphan’s Benefit (OB) or 
Unsupported Child’s Benefit (UCB) and 
Foster Care Allowance 

• Currently uncosted 

Accommodation Supplement (AS) [REP/17/11/1081 refers] 
• Changes to boundaries • Ongoing costs range from $1.0 million 

saving to $15.9 million additional cost over 
four years.  

Consequential impacts [joint report T2017/2496 refers] 
• Adjustments to the Minimum Family Tax 

Credit (MFTC) 
• Costs ranging from $0.2 million - $1.5 million 

p.a. 
• Introduction of a Compensation Fund • Cost of compensating an undetermined 

number of families by an undetermined 
amount. The fund set up in Budget 17 cost 
$1 million in first year, trailing down to $0.25 
million 

• Increasing Community Services Card 
income thresholds 

• $0.03 - $0.12 million p.a. depending on 
uptake 

Best Start [joint report T2017/2481 refers] 
• Whether to extend payments to OB/UCB • Deciding not to extend to this group could 

offer potential saving of approx. $5 million 
p.a. 

26. Implementation costs are not included in this table. They will be reported separately.  
27. In the medium-term, the proposed review of the Working for Families tax credits and 

your commitments to improve the welfare system more broadly provide opportunities to 
do further analysis on the costs and functioning of the welfare system.  
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Next steps 

28. Joint Ministers are meeting with officials on Tuesday 14 November to discuss the latest 
set of detailed reports.  

Table 5: Updated reporting timetable 
 

Report #1 Covering report for Families Package  31 Oct 

 Meet with Ministers 1 Nov 

Report #2 Tax and Transfer framework 3 Nov 

Report #3 Families package – key design issues  3 Nov 

 Meet with Ministers Week of 6 Nov 

Report #4 Detailed report: Best Start payment 10 Nov 

Report #5 Detailed report: Winter Energy payment 10 Nov 

Report #6 Detailed report: AS boundaries 10 Nov 

Report #7 Detailed report: consequential impacts  10 Nov 

Report #8 Detailed report: Independent Earner tax credit 13 Nov 

Upcoming papers 

Report #9 Report on Fiscal Implications (this paper) 14 Nov 

 Meet with Ministers 14 Nov 

Report #10 Final package summary 17 Nov 

Report #11 Draft Cabinet paper and RIS 21 Nov 

 Lodge Cabinet paper and RIS 23 Nov 

 
Cabinet meeting – agree to recommendation for 
implementing Families Package, and give direction to draft 
legislation 

27 Nov 

Report #12 Draft Cabinet paper to introduce legislation 5 Dec 

 Lodge Cabinet paper with draft Bill(s) 7 Dec 

 Cabinet meeting – agree to introduce Bill(s) 11 Dec 

 House considers legislation under urgency TBC 

 HYEFU figures published  14 Dec 

 


