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Date: 10 November 2017 Security Level:  

To: Hon Grant Robertson, Minister of Finance 

Hon Phil Twyford, Minister of Housing and Urban Development 

Hon Carmel Sepuloni, Minister for Social Development 

Hon David Clark, Minister of Health 

Hon Stuart Nash, Minister of Revenue 

Hon Tracey Martin, Minister for Children 

Joint Report: Families Package – Consequential Impacts 
and transitional arrangements 

Purpose of the report 

1 This report seeks agreement:  

• to establish a welfare programme to compensate those who will be financially 
disadvantaged by the Families Package; and 

• on the approach to address the consequential flow-on impacts to financial 
assistance as a result of the Families Package. 

Executive summary 

2 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 often 
appropriate, they can create unintended financial disadvantage among small groups 
of the population.  

3 While the Families Package (the Package) will improve incomes for many families, a 
small number of families are estimated to receive less financial assistance when 
aspects of the Package are implemented due to these flow-on impacts. Overall, an 
estimated 96 families will lose on average $9.28 per week due to these impacts on 1 
April. An additional 540 families will receive less Childcare Assistance on 1 April 2018. 
It is estimated that no families will be financially disadvantaged on 1 July 2018. 
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4 It is important to note that the analysis in this paper is comparing people’s 
entitlement without the Budget 2017 Package (i.e. current policy settings) with what 
they will receive with the Families Package. 

5 Note that because this report has been prepared quickly, officials have not yet had 
the opportunity to provide full quality assurance to the figures used in this paper.  

6 If Ministers wish to compensate those who are financially disadvantaged as a result 
of the Package, a Ministerial Welfare Programme under the Social Security Act 1964 
could provide for this. There are a number of other consequential flow-on impacts to 
assistance as a result of the Package which need to be considered and managed 
separately, as it may not be appropriate to use the compensation payment for these. 

7 Decisions are required by Ministers on: 
Element Key decision 
Compensation payment Establishment of Welfare Programme 
 Definition of financially disadvantaged 
 Eligible population 

 Length of payment 

 Income treatment 

Other flow-on impacts Treatment of Childcare Assistance recipients 
 Retaining eligibility for Community Services Card  
 Minimum Family Tax Credit calculation 
 Treatment of Best Start as income for benefit 

payments 
 CPI adjustment of Family Tax Credit 

8 Decisions made in this paper will be reflected in the Families Package Cabinet paper.  

Recommended actions 

It is recommended that you: 

Background 

1 Note that while the Package will improve incomes for many families, it is estimated 
that 96 families will receive less financial assistance on 1 April 2018 (by on average 
$9.28 per week) as a result of the Package due to complex interactions in the tax 
and transfer systems;  

2 Note the clients estimated to receive less financial assistance as a result of the 
Package are those who lose eligibility to the Temporary Additional Support disability 
allowance exception amount; 

Establishing a welfare programme to compensate those unintentionally financially 
disadvantaged 

3 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; 

4 agree the compensation payment for those unintentionally financially disadvantaged 
would be defined as: 
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As a result of the Families Package changes, those individuals or families whose 
estimated net income on 1 April 2018 (the implementation date of 
Accommodation Supplement and Accommodation Benefit changes) is lower 
than their estimated net income on 31 March 2018 (date before 
implementation of 1st part of Package); and 

As a result of the Families Package changes, those individuals or families whose 
estimated net income on 1 July 2018 (the implementation date of other aspects 
of the Package) is lower than their estimated net income on 30 June 2018 
(date before implementation of 2nd part of Package); 

EITHER 

5 agree to compensate anyone who is financially disadvantaged; 

OR 

6 agree to compensate anyone who is financially disadvantaged by more than $1 per 
week; 

EITHER 

7 agree that payments should be provided for a maximum 12 months or until the 
client experiences a positive change in circumstances that results in them receiving a 
higher rate of assistance; 

OR 

8 agree that payments should be provided for a maximum 24 months or until the 
client experiences a positive change in circumstances that results in them receiving a 
higher rate of assistance; 

9 agree that the compensation payments noted above be exempt as income for the 
purposes of Temporary Additional Support and Special Benefit; 

Other consequential flow-on impacts from the Package which need to be addressed 

10 note that there are a number of other consequential flow-on impacts to assistance as 
a result of the Package which need to be considered and managed separately; 

EITHER 

11 agree to also use the compensation payment to compensate 350 families who will 
receive less financial assistance overall on 1 April 2018 due to the interaction 
between Accommodation Supplement and other assistance, with Childcare 
Assistance; 

OR 

12 agree to also use the compensation payment to compensate those 540 families who 
will receive less Childcare Assistance, regardless of gains from other aspects of the 
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Package on 1 April 2018, due to the interaction between Accommodation Supplement 
and other assistance, with Childcare Assistance; 

13 agree to increase the Community Services Card income thresholds to ensure that no 
client loses eligibility to the Card due to the increase to Family Tax Credits;  

14 agree to increase the Minimum Family Tax Credit to $26,156 ($503 per week) after 
tax for the 2018/19 tax year, so that it continues to ensure that the level of 
assistance available in work remains higher than that available on an abated benefit 
(including the Winter Energy payment) throughout the entire year; 

15 note that if you agree to the proposed increase to the Minimum Family Tax Credit 
threshold above, an amendment to the Income Tax Act 2007 is required, as it will not 
be possible to make any adjustment to the threshold by Order in Council before the 
statutory deadline of 1 December 2017;   

16 agree that the Best Start payment should be treated as income for the purposes of 
Temporary Additional Support and Special Benefit, consistent with the treatment of 
other Working for Families Tax Credits; 

17 agree that the Best Start payment is not considered income for any other assistance 
under the Social Security Act 1964, consistent with the treatment of other Working 
for Families Tax Credits; 

18 agree to exclude the Best Start payment as income for the purposes of Income 
Related Rent, consistent with the current treatment of the Parental Tax Credit; 

19 note that Family Tax Credit rates are currently adjusted once the cumulative growth 
in the Consumers Price Index (CPI) reaches 5 percent since the last adjustment and, 
without policy change, the next adjustment is expected to occur on 1 April 2019; 

20 agree that the next adjustment of Family Tax Credit rates for inflation will occur 
following a 5 percent cumulative increase in the CPI from 1 July 2018 (i.e. effectively 
restart the calculation of the CPI adjustment from the planned increases); 

21 note that the Working for Families abatement parameters will remain unchanged 
when Family Tax Credit rates are adjusted as this will involve repealing current 
legislation; 

22 

  

[1]
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There are also additional intended flow-on impacts where no decisions are required 

23 note that there are other intended flow-on impacts to assistance, including to the 
Income-Related Rent Subsidy, due to changes in one type of assistance impacting 
the level of support for other assistance where no decisions by Ministers are 
required; 
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Introduction 

9 On 1 April 2018, the Families Package (the Package) will: 

• Repeal changes to income tax thresholds and reinstate the independent 
earner tax credit 

• Increase maximum rates of Accommodation Supplement and 
Accommodation Benefit  

• Update the locations of Accommodation Supplement Areas to reflect 
increases in housing costs. 

10 On 1 July 2018, the Package will: 

• Increase Working for Families (WFF) rates: 

• Increase the Family Tax Credit eldest child payment rate to $5,878 and 
the subsequent child payment rate to $4,745 

• Increase the abatement rate to 25% 

• Raise the abatement threshold from $36,350 to $42,700  

• Introduce a Best Start payment for families with children under 3 years of age 
who are born (or whose expected due date is) on or after 1 July 2018 

• Introduce a Winter Energy Payment for clients receiving a main benefit, 
superannuitants and veteran’s pensioners 

• Extend paid parental leave payments to 22 weeks. 

11 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. While these “flow-on” impacts are often 
appropriate, they can create unintended financial disadvantage among small groups 
of the population. That is, a small number of families are estimated to receive less 
financial assistance when aspects of the Package are implemented due to these flow-
on impacts1. 

12 In previous major reforms the Government included a small fiscal provision for a 
payment to families who were financially disadvantaged. Such a payment ensures 
that complexity in the system does not create unintended consequences for families 
receiving financial assistance. 

A welfare programme could be established to compensate those who are financially 
disadvantaged 

13 If Ministers wish to compensate those who are financially disadvantaged as a result 
of the Package, a Ministerial Welfare Programme2 under the Social Security Act 1964 
could provide for this. 

14 A compensation payment would ensure that no families would be unintentionally 
financially disadvantaged as a result of the Package. The payment would be available 
for a specified maximum period and be managed and administered by the Ministry of 
Social Development (MSD). 

 
1 Compared to if current policy settings remained on 1 April 2018 or 1 July 2018 
2 A Ministerial welfare programme is a legal mechanism that allows the Minister to instruct MSD to pay new forms 

of financial assistance (without the need to amend the Social Security Act 1964). They are suited to making 
one-off payments or ongoing payments that are going to be made for a relatively short period of time 
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15 Given the timeframes for implementation of the Package, it is not possible to 
progress changes to underlying policy settings to prevent families from becoming 
unintentionally financially disadvantaged. 

Overview of those likely to be financially disadvantaged from the 
Package 

16 It is estimated that 96 families are likely to be financially disadvantaged as a result of 
the Package on 1 April 2018. They are estimated to lose on average $9.28 per week. 
It is estimated that no families will receive less financial assistance on 1 July 2018. 

17 The analysis in this paper is comparing people’s entitlement without the Budget 2017 
Package (i.e. current policy settings) with what they will receive with the Families 
Package.  

18 These families are estimated to be financially disadvantaged by the Package once all 
of the changes have been considered. There may also be other families who face a 
small loss in one particular form of assistance, but the gains from other aspects of 
the package outweigh the loss. 

19 It is important to note that these are estimates only and will change over time as the 
base data used to estimate them is updated. For example, while we have estimated 
no families will be financially disadvantaged on 1 July 2018, there may be changes in 
family circumstances between now and 1 July 2018 which result in someone being 
financially disadvantaged.  

20 The identified group who are expected to be financially disadvantaged as a result of 
the Package on 1 April 2018 are those who receive a loss of the Temporary Additional 
Support (TAS) 3 disability allowance exception amount. These are clients who are 
expected to lose their TAS disability allowance exception as a result of increases to 
their assessable income. 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. 

21 It is theoretically possible for a group of Inland Revenue clients to be financially 
disadvantaged from the Working for Families changes. Those potentially affected are 
families who have 4 or more children all aged 16 to 18 and who have a family income 
of $123,000 or more. There are currently no families in this situation. If there are 
affected families in this situation on 1 July 2018, officials do not recommend that this 
group qualify for additional assistance as the increase in abatement rate is intended 
to reduce payments at higher income levels. 

22 If a decision is made to not grandparent those receiving the Parental Tax Credit, 
there may be a group of families unintentionally financially disadvantaged from losing 
eligibility to the tax credit on 1 July 2018. Similarly with some options to modify the 
Independent Earner Tax Credit. These decisions are being considered in the other 
report on Best Start and Independent Earner Tax Credit.  

 
3 TAS is a non-taxable supplementary that can be paid for a maximum of 13 weeks. It is paid as a last resort to 

help clients with their regular essential living costs that cannot be met from their income and other resources. 
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Key parameters of the compensation payment for those financially 
disadvantaged 

23 If Ministers wish to introduce a compensation payment to compensate those 
unintentionally financially disadvantaged, decisions are required on the key 
parameters of the payment. 

Who would be eligible for the payment? 

24 The compensation payment for those financially disadvantaged could be defined as: 

As a result of the Families Package changes, those individuals or families whose 
estimated net income on 1 April 2018 (the implementation date of 
Accommodation Supplement and Accommodation Benefit changes) is lower 
than their estimated net income on 31 March 2018 (date before 
implementation of 1st part of Package); and 

As a result of the Families Package changes, those individuals or families whose 
estimated net income on 1 July 2018 (the implementation date of other aspects 
of the Package) is lower than their estimated net income on 30 June 2018 
(date before implementation of 2nd part of Package); 

25 The reason for the lower estimated net income above is in whole or in part as a result 
of changes to the Social Security Act 1964 and delegated legislation, and/or changes 
to the Income Tax Act 2007. 

26 Under this definition, families receiving the compensation payment on 30 June 2018 
would continue to remain eligible for the payment on 1 July 2018 if their net income 
remains below that before the Package. For example, if someone was receiving a 
compensation payment of $5 per week on 30 June 2018, and they received an 
increase in the level of assistance by $3 per week on 1 July 2018, they would receive 
$2 per week in compensation payment from 1 July.  

27 The compensation payment would take into account the Annual General Adjustment 
(AGA) increases to social assistance payments and thresholds, which occur on 1 April 
each year to reflect increases in the Consumers Price Index.  

Which group of financially disadvantaged clients would be compensated?  

28 A decision could be made to only compensate those financially disadvantaged by 
more than a set amount, such as more than $1 per week.  

29 Officials recommend compensating anyone who is financially disadvantaged 
(excluding the potential Inland Revenue group noted earlier) to ensure that no low-
income family receives less assistance as a result of the Package. As TAS is paid as a 
last resort to help clients with their regular essential living costs, compensating 
anyone who is financially disadvantaged would ensure those in greater hardship are 
not unintentionally financially disadvantaged. 

How long will the compensation payment be available for? 

30 When deciding how long the compensation payment should be made available for, a 
trade-off is required between designing an administratively workable payment and an 
equitable payment. 

31 Payments could be provided for a maximum of 12, or 24 months or until the client 
experiences a change in circumstances that results in them receiving a higher rate of 
assistance. This change in circumstances does not need to result in a higher net 
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income than prior to changes as part of the Package (i.e. someone could lose access 
to a compensation payment of $5 per week if they receive $2 per week more in other 
assistance), unless it is as a result of changes by the Package on 1 July 2018.  

How would the payment be treated as income for other assistance? 

32 Without further action, payments made under the welfare programme would be 
considered as income for the purposes of TAS and Special Benefit4. The payments 
would not be income for any other assistance under the Social Security Act 1964 (the 
Act), such as Accommodation Supplement, as they are excluded from the definition 
of income in section 3(1) of the Act. 

33 Including payments made to clients who are financially disadvantaged as income for 
TAS and Special Benefit could introduce a circular flow, where payments made under 
the welfare programme may reduce the level of assistance received through TAS. 

34 Officials recommend exempting payments made under the compensation payment as 
income for the purposes for TAS and Special Benefit. This would ensure that these 
payments do not create any further unintended consequences. 

35 Amendments to the Social Security (Temporary Additional Support) Regulations 2005 
and the Direction in relation to Special Benefit would be required to exempt 
payments as income for the purposes of TAS and Special Benefit. 

Other consequential flow-on impacts from the Package which need 
to be addressed  

36 There will be a number of other consequential flow-on impacts to assistance as a 
result of the Package which need to be considered and managed. These issues should 
be addressed separately, as it may not be appropriate to use the compensation 
payment for these flow-on impacts. 

Childcare Assistance 

37 Childcare Assistance, consisting of Childcare Subsidy and Out of School Care and 
Recreation Subsidy, are non-taxable payments that aim to assist clients with 
dependent children to undertake and remain in employment, education or training. 
They can also be used for families where family members have severe ill health or 
disability. There are currently around 40,000 recipients of Childcare Assistance. 

38 The Accommodation Supplement, and other supplementary assistance, is considered 
income for determining eligibility for Childcare Assistance. Therefore, the proposed 
increases to the Accommodation Supplement on 1 April 2018 would, without further 
action, lead to some families currently receiving Childcare Assistance seeing a 
reduction in their Childcare Assistance payment.  

39 It is estimated that: 

• 540 families will receive less Childcare Assistance on 1 April 2018 due to this 
interaction. The average loss in Childcare Assistance is $23 per week.  

• of these 540 families expected to receive less Childcare Assistance, 350 are 
estimated to receive less financial assistance overall, due to increases to the 
Accommodation Supplement not offsetting this reduction. The average overall 
loss from the Package is $17 per week. 

 
4 Special Benefit is a discretionary non-taxable benefit. Its intent is to provide assistance to clients whose 

particular circumstances are causing them hardship. It is not available for new recipients as it was replaced by 
TAS in 2006 (i.e. Spcial Benefit clients are grandparented from 2006). 
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40 The table below provides further information on these two groups affected on 1 April 
2018. 

Group Estimated number  $ amount of estimated 
loss 

Group One – Families 
who will receive less 
Childcare Assistance 

540 Maximum amount: $137 per 
week 

Average amount: $23 per 
week 

Group Two – 
Families who will 
receive less financial 
assistance overall due 
to this interaction  

350 Maximum amount: $91 per 
week 

Average amount: $17 per 
week 

41 The compensation payment created under the welfare programme could be used to 
compensate those 350 families who will receive less financial assistance overall due 
to this interaction. This approach would be consistent with the treatment of other 
clients affected by flow-on impacts from the Package.  

42 Alternatively, it may be appropriate to use the compensation 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. There is no clear policy rationale for including the Accommodation 
Supplement as income for Childcare Assistance, as it is provided to assist with 
accommodation costs (and not costs related to childcare). It may be unfair to expect 
people to meet more of their childcare costs due to increases in assistance for 
accommodation costs. A full analysis of the two options is provided in the Appendix. 

43 Because of the reasons above, officials recommend using the compensation payment 
to compensate all families who receive less Childcare Assistance the full amount of 
Childcare Assistance lost (regardless of whether they are financially disadvantaged 
overall). It is estimated that this would cost around $0.6m per annum5. 

44 It is important to note that this payment would go directly to the client and not to the 
Childcare provider, unlike Childcare Assistance payments. Introducing a fully-
functioning grand-parenting option (which could make payments directly to 
providers) is not possible in the timeframes available. 

45 To remove Accommodation Supplement (and other supplementary assistance) as 
income for the purposes of Childcare Assistance would involve additional Childcare 
Assistance expenditure and require IT system changes. Given the timeframes for 
implementation of the Package a change to the definition of income for Childcare 
Assistance cannot be progressed ahead of implementation of the Package. 

Community Services Card 

46 The Community Services Card (CSC) helps almost a million low or middle income 
earners and their families’ access subsidised health services. There are also indirect 
benefits to having a card as many groups and organisations use the CSC as an 

 
5 Assuming there no changes in circumstances 

[1]
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income test for the products and services they provide, such as the home insulation 
subsidy for rental properties they are tenants in. 

47 The average subsidy is around $25 a year per family6, though some Cardholders will 
receive more or less than this on a family basis. 

48 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. 

49 It would not be appropriate to compensate those who lose eligibility to the CSC 
through the compensation payment. This is because the CSC does not provide money 
in the hand each week; rather it provides subsidies to the suppliers/providers of 
health services at the time the cardholder needs assistance. 

50 Officials recommend increases to the income thresholds to ensure no client loses 
eligibility to the CSC. Subject to Cabinet agreement, amendments to the Entitlement 
Cards Regulations 1993 would be required to increase the income thresholds.  

51 This option would cost $0.024m in FY18/19, $0.026m in FY19/20, $0.026m in 
FY20/21 and $0.026m in FY21/22 and out-years, assuming uptake of the CSC by low 
income families remains at current levels. As the Vote Health appropriation is a BoRE 
(Benefit or Related Expense), the impact on the 2017/18 financial year and future 
financial years will be reflected as increased forecast expenditure. 

52 A full comparison of the advantages and disadvantages of increasing the income 
thresholds with retaining the current thresholds is provided in the Appendix. 

53 Other Government proposals to extend Very Low Cost Access general practice visits 
to CSC holders and to extend eligibility to the CSC will impact on the CSC and its 
cost. Options to implement these changes, and their impact, will be considered as 
part of advice on the implementation of the Government's primary healthcare 
priorities. 

Minimum Family Tax Credit 

54 The Minimum Family Tax Credit (MFTC) provides a guaranteed minimum level of 
after-tax income to families in full-time7 work, by topping up the net income they 
receive from work to a set level (the MFTC threshold).   

55 The MFTC is designed to ensure that someone not receiving a main benefit and in 
full-time work is no worse off than if they worked and continued to qualify for an 
abated benefit. It supports the objective to encourage families into paid work by 
making work pay, alongside the In-Work Tax Credit.  

  

 
6 Estimate for FY2017/18. Due to data restrictions we are unable to provide information on the range of subsidy 

paid at the family level. 
7 Defined as 20 hours a week for a sole parent and 30 hours a week for a couple. 
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57 Setting the level of MFTC takes into account a range of factors affecting returns from 
work. In previous years, the MFTC threshold has been set by finding the annual 
amount where: 

after tax earnings from 
employment 
+  in-work tax credit  
+  family tax credit 
+  minimum family tax credit   

 
is $1 more than 

after tax earnings from 
employment  
+  net income from an abated 
benefit 
+  family tax credit 

58 The annual MFTC threshold from this calculation is then rounded up, so that the 
weekly value of the credit is a whole dollar amount. The threshold is usually adjusted 
each year to reflect expected changes in annual benefit levels. 

59 The introduction of the Winter Energy Payment (WEP) would impact the policy intent 
of the MFTC as the new payment will only apply to beneficiaries8 and is not available 
for those not on benefit and in work. This means that at current levels, or if adjusted 
only for expected benefit rate adjustments to reflect movements in the Consumers 
Price Index, the MFTC would not ensure all beneficiaries would be better off in paid 
work during the months when they are entitled to receive the WEP (May to 
September).  

60 A decision is required by Ministers on whether to increase the threshold for MFTC to 
ensure that the level of assistance available in work remains higher than that 
available on a main benefit throughout the entire year.  

61 With normal annual adjustments to MFTC the level would be set at $465pw before 
WEP is considered. If the higher rate of $700 for 5 months was added to the annual 
amount a person could receive on benefit this would increase the MFTC to $480pw. 
However, this effectively averages the WEP across a year, and could mean a person 
leaving benefit during winter is not guaranteed to receive as much income in work as 
on benefit.   

62 MFTC is an annual payment and not able to have differential rates for different parts 
of the year. Adjusting MFTC to ensure that people are as well off at any time in the 
year, (effectively assuming WEP is equivalent to $1,680 a year) would increase the 
MFTC threshold to $26,156 ($503pw). Assuming 4,000 families a year claim MFTC, 
the costs are outlined below: 

Options current MFTC new MFTC  Annual 
cost $m

Without WEP included (status quo) $23,816 $24,180 0.2

$700 WEP included (averaged) $23,816 $24,960 0.7

$1,680 WEP included (full increase) $23,816 $26,156 1.5

63 There is a statutory requirement for any adjustment to the MFTC to be approved by 
Order in Council by 1 December for application from the following 1 April; otherwise 
the existing MFTC threshold will continue unless overridden by a legislative change.  
Because of the link with the Families Package, specifically the WEP, officials 
recommend that the Ministers decide the annual MFTC threshold to apply for the 

 
8 As well as superannuitants and veterans pensioners. 
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2018/19 tax year concurrently with other decisions on the consequential impacts of 
the Families Package. 

64 Officials recommend an increase in the MFTC threshold to $26,156 ($503 per week) 
after tax for the 2018/19 tax year. This would ensure that people moving off benefit 
into full-time work are as well off in work at all times of the year. 

65 If you agree to the proposed increase to the MFTC threshold, an amendment to the 
Income Tax Act 2007 is required. Given the time constraints, it is not possible to 
make any adjustment to the MFTC by Order in Council before the statutory 
requirement on 1 December 2017. 

Treatment of income of Best Start Payment 

66 Without further action, Best Start would be treated as income for the purposes of 
TAS and Special Benefit.  All Working for Families Tax Credits are currently 
chargeable income for the assessment of TAS and Special Benefit. Alongside ensuring 
Working for Families Tax Credits are treated consistently, including Best Start as 
income would also be consistent with the policy intent of TAS and Special Benefit.     

67 Best Start would not be income for any other assistance under the Act as, without 
further action, it would be excluded from the definition of income in section 3(1). 

68 A decision by Ministers is also required on the assessable income treatment of Best 
Start payment for the purposes of Income Related Rent (IRR). Currently a portion of 
the Family Tax Credit and Minimum Family Tax Credit are included as income, while 
the Parental Tax Credit, Child Tax Credit, and In-Work Tax Credit are excluded as 
income for the purposes of IRR.  

69 Best Start is replacing the Parental Tax Credit and has largely the same policy intent, 
in the sense that it is a time limited payment for young children. Excluding it as 
income for the purposes of IRR would make it consistent with the treatment of the 
Parental Tax Credit. 

70 An Order in Council is required to amend the Housing Restructuring and Tenancy 
Matters Act 1992 to specify the income treatment of the Best Start payment for the 
purposes of IRR. 

Consumers Price Index adjustment of Family Tax Credit 

71 Working for Families is currently adjusted once the cumulative growth in the 
Consumers Price Index (CPI)9 reaches 5 percent since the last adjustment. The last 
adjustment was in 2012, and in the absence of both the Budget 2017 changes and 
the Families Package,  the next adjustment would be expected to occur on 1 April 
2019. 

72 The Families Package increases all the Family Tax Credit rates, except the 
subsequent child over 16 rate, by more than the expected 1 April 2019 adjustment.  
Officials recommend making the subsequent adjustment to Family Tax Credit rates 
once cumulative inflation in the September quarter, relative to June Quarter 2018, 
reaches 5 percent.  Further adjustments will be made every time cumulative 
September quarter CPI growth since the previous adjustment reaches 5 percent.  

73 

 
9 Consumers Price Index excluding tobacco products is the inflation measure used for Family Tax Credit rate 

adjustments at present 

[1]
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There are also additional intended flow-ons where no decisions 
are required  

Income-Related Rent Subsidy 

74 As Family Tax Credit affects the Income Related Rent payable, the amount of Income 
Related Rent Subsidy MSD pays for those social housing tenancies will decrease. A 
technical amendment to the appropriation is therefore required to reflect the reduced 
expenditure on the Income-Related Rent Subsidy. The effect of this would be phased 
over a 12 month period following the implementation of the Working for Families 
changes, when clients have their annual reassessment or have a change in 
circumstances (whichever occurs first). 

Other flow-ons impacts  

75 There are other intended situations where changes in one type of assistance impact 
the level of support for other assistance. Some examples of this are: 

• Consistent with the intent of TAS, any increase in Accommodation Supplement 
or other assistance may reduce the amount received for TAS. This is more 
likely to occur for those not receiving the upper limit of TAS.  

• The Accommodation Supplement entry threshold amount depends on the type 
of benefit, family status and housing tenure and increases when rates of Family 
Tax Credit increase. The entry threshold is the amount of money that a client is 
expected to contribute towards their housing costs before they receive an 
Accommodation Supplement. 

Financial implications 

76 Further advice on the fiscal impacts of the compensation payment and flow-on 
impacts will be provided in the final Package report provided on 17 November. The 
decisions made in this report are not expected to significantly impact the costings. 

Next steps 

77 Officials will meet with Ministers on Tuesday 14 November to discuss and confirm 
decisions in this paper. Decisions made will be reflected in the Cabinet paper being 
considered on 27 November.  
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Appendix One: Childcare Assistance Options Analysis 

# Description Advantages Disadvantages 

1 Compensate those who 
are financially 
disadvantaged as an 
overall result of the 
Package  

Consistent with 
treatment of other clients 
affected by flow on 
impacts as a result of the 
Package 

Not everyone who sees 
a reduction in their 
Childcare Assistance 
would be compensated 
 
Some  people would 
need to rely on their 
other income to meet 
their childcare costs 

2 Compensate any client 
that has a loss or 
reduction of Childcare 
Assistance, regardless 
of gains from 
Accommodation 
Supplement or other 
aspects of Package (i.e. 
not limited to those 
financially 
disadvantaged) 

It is unclear why AS is 
included as income for 
Childcare Assistance as 
Accommodation 
Supplement is provided 
to assist with 
accommodation costs 
(not related to childcare) 
 

Would involve more 
administration due to 
the larger group (540) 
covered 
 
Would increase fiscal 
cost slightly 
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Appendix Two: Community Services Card Options Analysis 

# Description Advantages Disadvantages 

1 Increase 
income 
thresholds 
by the 
maximum 
increase in 
family tax 
credits - 
preferred 

Maintains the positive impacts of 
the package as no-one loses 
eligibility 
 
Aligns with the proposed welfare 
programme to compensate people 
who are financially worse off due 
to the Package 

Numbers: An estimated 4,000 
families become newly eligible (in 
addition to the 15,000 whose 
eligibility will be retained)  
 
Cost: $0.024m FY18/19, 
$0.026m FY19/20, $0.026m 
FY20/21, and $0.026m FY21/22 
and out-years assuming uptake of 
the Card by low income families 
remains at the current 22%. At 
100% uptake the costs are 
estimated as $0.108m FY18/19, 
$0.116m FY19/20, $0.116m 
FY20/21 and $0.117m FY21/22 
and out-years 

2 Retain 
current 
income 
thresholds  

Cost: Estimated saving of 
$0.202m FY18/19, $0.437m 
FY19/20, $0.437m FY20/21 and 
$0.438m FY21/22 and out-years, 
as fewer people get subsidies 
No changes required as status 
quo  

Numbers: Estimated 15,000 
cardholders lose eligibility 
 
Reduces the positive impacts of 
the Package 
 
Does not align with the proposed 
welfare programme to 
compensate people who are 
financially worse off due to the 
Package. 

 

 

 


