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TAX AT A GLANCE

The Government is delivering on its tax relief
commitment

e Changes to the tax system will see hard-working
New Zealanders keep more of what they earn.

e Over 3.5 million New Zealanders will get help to ease
the cost of living.

What is changing?

We are increasing income tax thresholds which will allow hard-
working New Zealanders to keep more of what they earn, ensure
there is a greater financial return from work, and address rising
wages which pull more people into higher tax brackets. Our
FamilyBoost payment was also announced in March to help
households with the rising costs of early childhood education.

We are extending the Independent Earner Tax Credit to
compensate for wage growth and help more people with the cost
of living. The upper limit of eligibility will be extended to help an
estimated 420,000 additional Kiwis.

It is important that low-to-middle-income working families get the
extra support they need, so families receiving the In-Work Tax
Credit will get up to an extra $50 per fortnight, supporting an
estimated 160,000 families.

Who will benefit?

e 1.9 million Kiwi households, on average by $60 per fortnight.
e An average New Zealander, by $32 per fortnight.

e An average household with children, by $78 per fortnight.

e All superannuitants.

e Everyone receiving a student allowance.



WHAT TAXES ARE CHANGING?

What it is What it does and What’s the change
who’s impacted
Personal Income Increases to Income tax

Tax (PIT)

personal income tax
thresholds to reduce
the tax for
individuals earning
income over
$14,000 per annum

thresholds will
increase to $15,600,
$53,500 and $78,100
per annum

Independent Earner
Tax Credit (IETC)

Tax credit for
individuals in paid
work who don’t
receive Working for
Families, main
benefit or
superannuation

Eligibility extended
to those earning up
to $70,000 per
annum

In-Work Tax Credit
(IWTC)

Tax credit for
families normally in
paid work who have
children

Tax credit increases
by $50 per fortnight
per family

Minimum Family
Tax Credit (MFTC)

Tax credit for low-
income working
families with
dependent children

Threshold increases
by $4 (after-tax) per
fortnight

FamilyBoost

Families earning
under $180,000 per
annum with children
in early childhood
education (ECE)
can claim refund on
fees

25 percent of ECE
fees refunded per
household earning
under $140,000 per
annum, up to a
maximum of $150
per fortnight. Smaller
refunds available for
households earning
$140,000-$180,000
per annum




CHANGES TO PERSONAL
INCOME TAX (PIT) THRESHOLDS

$2.4 billion average operating per annum

From 31 July 2024, income tax thresholds will increase
to $15,600, $53,500 and $78,100.

Personal income tax is paid on income you earn. Income tax rates are
the percentages of tax that you must pay. These rates are based on
your total income for the tax year, and they increase as your income

increases.

Current bracket $ New bracket $ Rate
0- 14,000 0- 15,600 10.5%
14,001 — 48,000 15,601 — 53,500 17.5%
48,001 — 70,000 53,501 — 78,100 30%
70,001 — 180,000 78,101 — 180,000 33%
180,001+ No change 39%

EXTENDING THE INDEPENDENT
EARNER TAX CREDIT (IETC)

$194 million average operating per annum

From 31 July 2024, the IETC will be available to eligible
individuals earning between $24,000 and $70,000.

The IETC is a tax credit that is currently available to those earning
between $24,000 and $48,000 per annum. A special tax code means
earners pay less tax each payday.

To compensate for the impact of wage growth, we are ensuring more
New Zealanders are eligible for the Independent Earner Tax Credit.
The upper limit of eligibility is being extended from $48,000 to $70,000
per annum, with those earning $24,000 to $66,000 per annum
receiving the full credit, and the amount entitled to gradually reducing
from $66,000-$70,000.



INCREASING THE IN-WORK
TAX CREDIT (IWTC)

$155 million average operating per annum

From 31 July 2024, the IWTC will increase by
$50 per fortnight.

The In-Work Tax Credit is for families normally in paid work who
have children. This increase will further support low-to-middle-income
New Zealanders with children.

The Minimum Family Tax Credit (MFTC) tops up the after-tax income of
eligible low-income working families to a guaranteed minimum amount.
The MFTC threshold will also be increased by $4 (after-tax) per
fortnight. This will mean that the 2,900 families that receive both the
IWTC and MFTC will be better off by $54 per fortnight.

INTRODUCING FAMILYBOOST
$182 million average operating per annum

FamilyBoost is a new childcare payment that will be
available to low-to-middle-income households with
children aged 5 and under, to help with the rising
costs of early childhood education (ECE).

e ECE fees from 1 July 2024 onwards are eligible for FamilyBoost.
The first FamilyBoost payments will be available in October 2024.

e Households can be reimbursed by up to 25 percent of their ECE
fees incurred after any ECE subsidy has been taken into account.
This is up to a maximum amount of $150 per fortnight.

e Payments to households will be made quarterly. For a household
entitled to the maximum fortnightly payment of $150, the maximum
three-monthly amount they would receive would be $975.

e The maximum payment slowly reduces for household incomes
over $140,000 per annum with households with incomes over
$180,000 per annum not receiving a payment.



WHAT COULD THIS MEAN FOR ME?

Couple with four children, two in ECE Better off
Couple with four children, two in ECE, with one by around
$271 per

parent earning $80,000 per annum and the other

earning $60,000 per annum, for an annual fortnight
household income of $140,000, spending $600 per

fortnight on childcare.

Annual gain - PIT: $1,842 | IWTC: $1,300 |

FamilyBoost: $3,900

Average income couple with two children Better off
Couple with two school-aged children earning $62,500 by around
each per annum for an annual average household $101 per

income of $125,000. They will not be eligible for INTC fortnight
due to their family income being too high.

Annual gain — PIT: $1,600 |

IETC: $1,040

Couple with a child in ECE Better off
Couple with a three-year old earning $75,000 each per by around
annum for an annual household income of $150,000 $173 per
and spending $400 per fortnight on childcare. fortnight

Annual gain - PIT: $1,900 | FamilyBoost: $2,600

Sole parent with two children, one in ECE Better off
Sole parent with two children aged 3 and 6 earning by around
$85,000 per annum and spending $500 per fortnight $215 per
on childcare. fortnight

Annual gain - PIT: $1,043 | IWTC: $1,300 |
FamilyBoost: $3,250



Single adult
Single adult earning $55,000 per annum.
Annual gain - PIT: $800 | IETC: $520

Minimum wage earner

Single adult earner working 40 hours on minimum
wage earning $48,152 per annum.

Annual gain - PIT: $131 | IETC: $520

Student

Single student receiving Student Allowance and
working 10 hours a week on minimum wage.

Annual gain - PIT: $112

Retired couple

Retired couple receiving New Zealand
Superannuation.

Annual gain - PIT: $224
AThis couple will initially be better off by around $9 per

fortnight, rising to around $18 per fortnight from 1 April 2025.

Better off
by around
$51 per
fortnight

Better off
by around
$25 per
fortnight

Better off
by around
$4 per
fortnight

Better off
by around
$9 per

fortnight?
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Notes: Distributional impacts presented are based on tax year 2027.
Impacts on example families are from the first year after implementation
— 1 Aug 2024-31 July 2025. The payment received by superannuitants
will increase from 1 April 2025.
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