


  

            
 

 

  

 
 

 
 

 

 

 

  

B U D G E T : S E N S I T I V E 
CAB-21-MIN-0457 

Proposal to increase the Family Tax Credit combined with an increase in the 
abatement rate 

7 a reed to the following changes to take effect from 1 April 2022: 

7.1 increase the Family Tax Credit rates by $5 per child per week; 

7.2 increase the Family Tax Credit and In Work Tax Credit abatement rate to 27 percent; 

7.3 pass on the $5 increase to the Family Tax Credit to increase the base rates of the 
Orphan's Benefit, Unsupported Child's Benefit, and Foster Care Allowance by 
$5 per week per child; 

8 a reed to increase the abatement rate, as outlined in paragraph 7.2 via an amendment to the 
Income Tax Act 2007; 

9 noted that making these changes together ensures support is targeted to those on the lowest 
incomes at a reduced fiscal cost, while ensuring that no families will be worse off compared 
to what they currently receive; 

10 noted that the changes to Working for Families are forecast to reduce child poverty by 5,000 
(+/- 4,000) children on the before-housing-costs, moving line measure, and 6,000 (+/- 5,000) 
children on the after-housing-costs, fixed line measure; 

11 approved the following changes to appropriations to give effect to the policy decision in 
paragraph 7 above, with a reduction in the operating balance and increase in net core Crown 
debt: 
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12 a reed that the proposed changes to appropriations above be included in the 2021/22 
Supplementary Estimates and that, in the interim, the increase be met from Imprest Supply; 

13 a reed that the expenses incurred under paragraph 11 above be charges as a pre-
commitment against the Budget 2022 operating allowance; 

Changes to the measure used to index the Family Tax Credit and Best Start Tax 
Credit 

14 noted that a technical amendment is needed to change the CPI measure used for this 
calculation from the New Zealand Consumers Price Index all groups excluding cigarettes 
and other tobacco products (CPIX) to New Zealand Consumers Price Index all groups, 
consistent with previous Cabinet decisions [CAB-16-MIN-0189]; 

15 noted that forecast cost associated with indexation have been calculated in line with the 
policy decision noted in paragraph 14, and to continue using CPIX going forward would 
have a fiscal cost of $18 million over the forecast period, as CPIX is higher than CPI all 
groups; 

16 a reed to update the CPI measure used to calculate the indexation of the Family Tax Credit 
and Best Start Tax Credit to the New Zealand Consumers Price Index all groups from the 
March 2021 quarter, and this be used for the Family Tax Credit and Best Start Tax Credit 
indexation increases required from 1 April 2022; 

17 a reed to give effect to the change in CPI measure via an amendment to the Income Tax Act 
2007; 

Giving effect to rates of Family Tax Credit and Best Start Tax Credit from 1 April 2022 

18 noted that as a result of the 5% CPI threshold being reached, and based on the decision in 
paragraph 16, the Family Tax Credit and Best Start Tax Credit must be increased by 8.57% 
from 1 April 2022; 

19 noted that the combined impact of policy changes to the FTC agreed in paragraph 7 and the 
CPI indexation referred to in paragraph 18 result in the following Family Tax Credit and 
Best Start Tax Credit rates from 1 April 2022: 

20 a reed to give effect to the new Family Tax Credit and Best Start Tax Credit rates noted in 
paragraph 19 via amendments to the Income Tax Act 2007 rather than by Order in Council 
as would otherwise be required; 

Increasing the Minimum Family Tax Credit via primary legislation 

21 noted that Cabinet previously agreed to implement the adjustment to the 1 April 2022 
Minimum Family Tax Credit threshold (then forecast to be to $32,760) to align with the 
increase to main benefit via an Order in Council [CAB-21-MIN-0116.33]; 
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