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Entitlement components 

In-work tax credit 

Published 27/03/2026 

Information about the requirements and special conditions of the In-work tax credit component 
of Working for Families (WfF) 

On this page 

• Eligibility requirements

• Grace period

• Maximum entitlement

• Type of income effects on eligibility

• Common situations affecting eligibility

• Special situations

• Related reading

In-work tax credit (IWTC) is a component of Working for Families (WfF) that is payable to 
families who are in paid work.  

From 1 April 2021, customers receiving the in-work tax credit can keep receiving the payments 
for up to two weeks when taking an unpaid break from work (a grace period). This could be 
either as they transition between jobs, are unpaid for a period, or leave employment. 

Appendix A



 

  

From 1 July 2020, the 'hours of work' requirement was removed as part of the COVID-19 
Response (Taxation and Social Assistance Urgent Measures) Act 2020. Up to 30 June 2020, 
customers were required to work: 

• 20 hours or more per week for a single parent family, or 

• 30 hours or more per week for a two-parent family. 
  

On 1 April 2006, In-work tax credit (IWTC) replaced the child tax credit (CTC) for families who 
meet the eligibility requirements set out below. 

Eligibility requirements 

To be eligible for IWTC a principal caregiver and/or their spouse or partner must be an 
earner and derive an income in the week they are an earner (e.g. be in paid work in a week). 

Families cannot receive IWTC if either person is on a student allowance or a main benefit. For 
more information about benefits, refer to Main benefits 

Grace period 

Customers receiving IWTC can keep receiving the payments for up to two weeks when taking an 
unpaid break from work (a grace period). 

The grace period will apply from the time when the employment ends, not when IR is notified. 
This means that IWTC will continue to be paid if an employee has a two-week gap in 
employment, regardless of whether they are moving into new employment or finishing work 
altogether. 

Customers must have qualified for IWTC in the week before the employment stop date to be 
entitled to the two-week grace period. START will automatically calculate the grace period when 
you update a stop date in the IWTC dates section of the work details tab, provided the grace 
period drop-down box has been changed to yes.   

Customers who go on a benefit or student allowance: 

• Within the first week of the two-week grace period do not qualify for the grace period 

• During the second week of the two-week grace period only qualify for one week of the 
two-week grace period. 
 

Customers are entitled to multiple two-week grace periods during an entitlement period. An 
example of this is a teacher aide who may stop employment at each school break. 

Customers who have received a grace period will be notified on their notice of entitlement. To 
see if a customer has a grace period: 

1. From the FAM period springboard, select the breakdown tab, work details subtab 

2. Select the start date under the IWTC column  

3. If the Grace period applies box is checked, the customer has received a grace period.   

Maximum entitlement 



 

  

From 1 April 2026 IWTC has temporarily increased by $50 a week.  It will now be up to a 
maximum of $147 each week for the first 3 children and a further $15 for each additional child.  

The IWTC may reduce back to a maximum of $97 each week if the cost of petrol drops below $3 
a litre for 4 consecutive weeks. After 31 March 2027, the maximum entitlement will return to $97 
each week. 

For previous rates, refer to  Working for Families end of year entitlement and abatement rates 

IWTC may abate depending on the family's income, but it is not apportioned for shared care. 

Type of income effects on eligibility 

When determining eligibility, it is important to consider whether the principal caregiver and/or 
their partner would 'normally' meet the requirements through their employment. 

Click to expand the below for how specific types of income affect eligibility. 

 

Schedular payments 

 

Benefits, pensions, allowances, and Veteran's compensation 

 

Self employed (sole trader) 

 

Income derived outside NZ 

 

Income protection insurance payments 

 

Weekly accident compensation from ACC 

From 1 July 2020 

The hours requirement was removed, so if the parent was in paid work for any number of hours 
before receiving ACC then they remain eligible for IWTC. 

  

Up to 30 June 2020 

The family is eligible if the principal caregiver or their spouse/partner would normally have 
worked the required hours and are receiving weekly compensation for incapacity due to a 
personal injury by accident suffered 1 January 2006 or later. 

The family is not eligible unless the principal caregiver or their spouse/partner also worked the 
required hours, if they are receiving weekly compensation for incapacity due to personal injury 
by accident suffered 31 December 2005 or earlier. 



 

  

The date of incapacity (inability to physically work) can be later than the date of the 
injury/accident. 

 




