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From: Parents As Partners, a lobby group for income splitting

Background

Parents As Partners was established in 1997 following the failure ofadtempt by a
couple to have their partnership recognised bynshlaevenue for tax purposes when
they shared responsibility for raising a familyn&a then it has attracted significant
support from across the social and political speotrand has approximately 300
couples on its email group list.

Major Points of this submission:

Parents As Partners strongly supports the proposal contained in theeispaper
for income splitting.

Parents As Partners maintains that family incomes should be split B0#S the
work of each partner in income generation or cavexg is of equal importance
for the support of a family.

Parents As Partners supports using the same definition of a “family’used by
Working for Families, for consistency and admirasitre simplicity.

Parents As Partners supports a limit on children’s age to be 18 yeagsin to

be consistent with Working for Families, althoughact a case could be made
for increasing the age to 25 if the dependent dkild full time tertiary study
and ineligible for a student allowance on the basarents’ income. This
change should also apply to Working for Families.

Parents As Partners supports the optional implementation of the income
splitting provision, (although it is difficult tanagine why a couple would opt
not invoke it).

Parents As Partners supports registration for income splitting onliheaugh
the same system used to provide Working for Famih& credits. In fact
income splitting would create a smoother curveupip®rt received by low



income to higher income families as families traosed from Working for
Families support to income splitting tax creditsgl ap to no support at all for
higher incomes.

» Paper forms for registration should be made avialabany person upon
request.

» Parents As Partners generally supports the rules proposed for elidibflor
income splitting, again creating consistency witbr¥hg for Families. The
principle is that if a couple elects to forgo a \ehor part of an income in order
to care for their children, then the income shal&b be shared. This principle
is already reflected in our social welfare lawhatta non-earning spouse or
partner is not eligible for a benefit in their owght as they are expected to be
supported by their earning partner.

* With regard to the suggestion that couples shoelceljuired to confirm their
eligibility for an income splitting tax credit thugh an annual declaration,
Parents As Partners believes the same criteria should apply as for \ivigrkor
Families or any other benefit. The onus shouldrbéhe couple to inform the
department of a change in their circumstances, patialties for failure to do
so. Otherwise it should be assumed that the arnaeiges of the previous year
continues, until the youngest child reaches thecdd®, information which
would be held by IRD anyway following the initiagistration.

» Changes to a couple’s eligibility for income spi¢t such as when a child
leaves home during the year, or the couple’s miahip ends, should allow for
partial application of the income splitting tax dits, in proportion to the
proportion of the year in which the criteria weretnhis is consistent with the
proportions allowed for shared parenting, or whehi&l turns 18, or becomes
economically independent.

» Couples with shared care of a child should be ldkgior income splitting in
proportion to the proportion of the time allocatectare, with a minimum of
one third of the time. Any less than this wouldwally not affect their
availability for employment or paid work.

General Comment

Parents As Partners believes that this proposal for income splittingrigically
important for the health and well-being of the fetof New Zealand society and
families. It is our investment in parenting the nganeration.

The Brits are also coming to recognise the sanheréaio “recognise marriage [or
relationships] in the tax system”, according t@eent article in the Guardian Weekly
(1 Jan 2010). “If you look at the way in which méest and benefit systems work, it
looks as if the group that gets the raw deal inddricompared to other advanced
western countries is one-earner couples...The semduit being invisible in the tax
credit system is very odd indeed.” The same coalddid for New Zealand.

Parents As Partners wishes tahank Inland Revenue for the opportunity to make th
submission and would welcome further consultatipfficials of Policy Advice



Division of Inland Revenue on any points contairethis submission of in the issues
paper, or on the issue generally.
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