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This briefing provides you with a copy of the final Student Loan Scheme Annual Report 
2017/18 for tabling in the House, together with: 

• A summary of key findings in the annual report, and 

• reactive questions and answers which will help in addressing follow-up queries on the 
findings in this year's annual report. 

Background 

1. The annual report has been prepared by the Ministry of Education, together with the 
Ministry of Social Development and Inland Revenue. 

2. On 15 October 2018, a near-to-final draft version of the report was provided to your 
office, along with a proposed timeline for tabling the annual report. 

3. The Secretary for Education signed-out the annual report and the Independent Auditors 
Report was issued on 5 November 2018. 

4. As per Cabinet convention, the annual report is expected to be tabled within 15 working 
days of the Independent Auditor's Report being issued. The annual report should be 
tabled by 23 November 2018. 
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Key communications issues 

5. The findings in the annual report most likely to be raised in the media following its public 
release are as follows: 

Trend Issues that could Suggested response 
be raised 

Fewer students used the The affordability of Decrease in tertiary enrolments reflect 
loan scheme in 2017, tertiary education. an improving labour market which 
reflecting the decrease in 

The burden of makes employment more available and 
tertiary education 

student debt. attractive. 
enrolments since 2010. 

Increased borrowing reflect increased 

Students borrowed more course fees (with increases limited to 

on average, and the total two percent in 2017 and 2018 by fee 
regulation), adjustments to living costs amount owed by those 
to reflect Consumers' Prices Index, and who finished their study 
a shift of students to more full-time and increased. 
higher courses. 

The amount of student In January 2018 the first year of the 
loan debt increased and Fees-Free Tertiary Education and 
the average student loan Training policy took effect, reducing the 
has grown. overall amount some students need to 

borrow. 

At the same time weekly student loans 
living costs limits increased by $50 
assisting students to meet rising living 
costs. 

For the full 2018 calendar year, we 
estimate that: 

- 50,200 people will benefit from 
fees-free support and 

- 130,000 students will be $50 a 
week better off because of the 
increases to student support. 

These changes will improve the 
affordability of tertiary education and 
training and are expected to halt, and 
potentially over time reverse, the 
current trend of fewer people going into 
tertiary education and training. 
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Trend Issues that could Suggested response 

be raised 

The forecast repayment The burden of As above. 
times for students at student debt. Comparisons by the level of study show higher levels of study 

that borrowers leaving with bachelor or continued to show an 
higher qualifications do not take upward trend. 
significantly longer to repay their loans 
when compared to borrowers with 
certificates and diplomas. 
Postgraduates mostly have a shorter 
forecast repayment time than the other 
levels of study. 

Although borrowers with higher 
qualification levels are likely to have 
studied longer and have larger student 
loans on average, their forecast shorter 
repayment time reflects the benefit of 
the higher incomes they receive post 
study. 

We expect the Fees-free policy will 
continue to reduce the overall amount 
students need to borrow to pay for 
course fees, reducing repayment times 
in future years. 

The total amount The effectiveness The number of overseas-based 
overdue debt increased, of overseas-based borrowers making repayments 
and overseas-based borrower increased again in 2017 /18; there was 
borrowers owed 91 compliance a 3. 7 percent reduction in the number 
percent of the amount initiatives. of overseas-based borrowers in default 
overdue. at 30 June 2018. 

Recent initiatives, such as the 
information sharing arrangement with 
the Australian Taxation Office, and the 
preventative assistance team is 
enabling Inland Revenue to follow up 
with increasing numbers of borrowers 
about their repayment obligations. 

47.2 percent of overseas-based are 
taking positive actions towards their 
student loan. This is 1.8 percent more 
than last year. 

6. A set of reactive questions and answers is attached at Annex 1, which provide further 
information to address queries on the findings in the annual report. 



Proa
cti

ve
ly 

Rele
as

ed
Proactive Release 

7. It is intended that this Briefing is proactively released as per your expectation that 
information be released as soon as possible. Any information which may need to be 
withheld will be done so in line with the provisions of the Official Information Act 1982. 

@ Disagree 

Next Steps 

8. The annual report will be tabled in Parliament. The Bills office will be provided with 
sufficient copies for tabling. 

9. The annual report will be published on the Ministry of Education's, Education Counts 
website after it has been tabled. Links will also be available from the Inland Revenue, 
Ministry of Social Development and Studylink websites. 

Annexes 

Annex 1: Questions and answers 

--r 
Claire Douglas v 
Deputy Secretary, 
Student Loan Scheme Lead Official 
Graduate Achievement, Vocations and Careers 
14/11/2018 
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Annex 1 : Questions and Answers 

This is a set of reactive questions and answers to support the public release of the Student 
Loan Scheme Annual Report 2017/18. 

Have the Fees-Free policy and $50 increases to student support been a success? 

The Government is committed to making tertiary education more affordable and accessible 
for all New Zealanders. That is why the Government introduced the Fees-Free Tertiary 
Education and Training policy, and increased student allowances and loans for living costs 
by $50 per week. 

Next year we will have enough data to report more fully on the impact of the Fees-Free 
policy and the $50 increase to student loan living costs . 
Our data for the first six months of 2018 shows that borrowing overall is less: 

• students are borrowing less for tertiary fees, with $168.4 million (19.2%) less being 
borrowed for tertiary fees compared with the first six months of 2017. 

• the number of students borrowing for their fees was 28,302 lower than for the same 
period last year 

• borrowing for living costs has increased by $39.8 million (20.7%) when compared to 
the same period last year. 

The $50 increases to student support are the most significant changes to student support 
entitlements in the past decade. The collaboration and implementation of the Fees-Free 
policy by the key agencies in a short period, is a success and as such was recognised with 
the Prime Ministers overall lPANZ award for Public Sector Excellence in 2018. 

Changes to tertiary education 2019 

The Fees-Free Tertiary Education and Training (fees-free) policy will continue to impact the 
student loan scheme and borrowing in 2019. With more students becoming eligible for fees
free in 2019, we expect students to continue borrowing less for fees. 

Has the Government made any changes to Fees-Free policy for next year? 

The Ministry of Education and the Tertiary Education Commission have been working with 
tertiary education organisations and learners to improve how Fees-Free is delivered for 
2019. This led the Government to make some minor changes to the Fees-Free policy: 

• From 1 January 2019, industry training programmes worth less than 120 credits and 
reported to TEC after 2018 will be excluded from measures of prior study when 
determining people's eligibility for Fees Free support. This change ensures fees free
eligible learners will not lose their fee-free entitlement if they enrol in short industry 
training programmes 

• Learners who are enrolled in a high school can now get fees-free support for any 
tertiary study or training they do as long as it is not undertaken as part of a schooling 
programme. This will "fast-track" the confirmation of eligibility for an estimated 6,000 
learners. 

Other minor operational changes were also made to give the Tertiary Education Commission 
the discretion to reinstate consumed fees-free entitlements due to exceptional cases of 
personal circumstances, and to ensure consistency across the eligibility settings for industry 
training and provider-based study. 

How much will these changes cost? 
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Only the change to exclude short industry training programme credits from the measure of 
prior study will have a measurable impact on the cost of the policy. 

We estimate that this change will increase the number of people eligible for fees-free support 
by 200 people in 2019, rising to 600 people from 2022.The changes will not require any 
additional government funding - the total extra cost is expected to be around $1.25 million in 
2019 and will be met from within baselines. 

Will Fees-Free be expanded to a second and third year? How and when? 

The Government will decide how and when to expand the Fees-Free policy, and who will be 
eligible for any additional fees-free support, as part of future budgets and its ongoing 
Education Work Programme. The Ministry of Education is leading longer-term design and 
implementation planning on this. For now, people should plan their future studies on the 
basis of the current policy. 

The Student Loan Scheme in the tertiary education system 

Why do we have a Student Loan Scheme? 

The Student Loan Scheme provides students with access to finance for tuition fees, living 
costs and other education-related costs to reduce cost barriers to tertiary education. 

Tertiary education provides New Zealanders with skills and knowledge, leading to better 
employment opportunities, higher earnings and enhanced wellbeing. This benefits families, 
communities, businesses and New Zealand as a whole . The costs of tertiary education are 
shared between students and the government. 

In 2018, the government provided financial assistance to students undertaking tertiary 
education through four main channels: tuition subsidies, student allowances, student loans 
and from 1 January, fees-free tertiary education for first-year tertiary learners as government 
meets the costs of fees for the first year of study and/or training. 

How was the cost of study shared between the Government and students? 

In 2017, the government's share of the cost of tertiary education provision was nominally 70 
percent based on the average proportion of tuition costs met by tuition subsidies. In practice, 
the percentage was larger because much of the student share was met by 'discounted' 
interest-free borrowing through the Student Loan Scheme to pay compulsory fees, living 
costs and course-related costs, creating an implicit government subsidy. 

Each dollar loaned through the Student Loan Scheme cost the Government an average of 
44.43 cents in the 2017/18 financial year. The government's share of the cost of tertiary 
education was around 81 percent after taking the implicit subsidy of the Student Loan 
Scheme into account. 

Why have we seen a year-on-year decrease in the number of tertiary enrolments? 

The number of students reached a peak in 2005 and the number of equivalent full-time 
students (EFTS) in 2010. 

The labour market has a significant influence on decisions about whether or not to study. 
The stronger labour market since 2010 has contributed to decreasing participation rates in 
tertiary education. 
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The decrease over ten years is much more apparent at lower levels of study (i.e. Level 1-4 
certificates). The participation rate in bachelor or higher levels of study has decreased 
slightly over this period. 

How does the government ensure the Student Loan Scheme remains affordable for 
borrowers? 

There are two main features of the Student Loan Scheme that keep it affordable: 

• New Zealand-based borrowers do not pay interest on their student loans (i.e. their 
interest is written off every year) . 

• Repayment obligations for borrowers living in New Zealand are income-contingent, 
with repayments required once borrowers earn over an income threshold. The pay 
period repayment threshold if a person is paid weekly is $374, which is based on the 
annual repayment threshold of $19,448 (from 1 April 2018). The repayment rate is 12 
cents for every dollar earned over the repayment threshold. 

The Student Loan Scheme has hardship provisions to help borrowers who are struggling to 
make repayments. Those who qualify for hardship relief may have their annual obligations 
substituted for an agreement to pay in the future . 

The Government also controls increases to course fees which affects the amount of money 
that students borrow through the loan scheme. The Annual Maximum Fee Movement 
(AMFM) was 2 percent for 2017 and 2 percent for 2018. 

In addition, fees-free tertiary education from 1 January 2018 reduces the amount of money 
students borrow to pay for course fees and compulsory course costs. This will be offset by 
increases in living cost borrowing due to the $50 increase in student loan living costs, also 
from 1 January 2018. 
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Borrowing in 2017 

How many students took out a student loan in 2017? 

In the 2017 academic year, 170,037 students took out a loan. The number of active 
borrowers decreased by 3.9 percent from 2016 (6,901 fewer borrowers). 

The number of new active borrowers - those using the loan scheme for the first time - was 
42,136. This was a decrease of 5.5 percent from 2016 (2,430 fewer first time borrowers). 

The average student loan uptake rate across all eligible borrowers decreased from 69. 7 
percent in 2016 to 68.9 percent in 2017. 

Why did the number of students taking out a loan decrease? 

The drop in numbers of students taking out a loan is consistent with a decrease in tertiary 
education enrolments. This decrease has been seen since 2011 and is largely a response to 
the strengthening economy and labour market following the global financial crisis. It may 
also reflect increasing costs of living, which are being addressed by the government's 
increases to student loans and allowances, and fees-free tertiary education from 1 January 
2018. 

How much did students borrow in 2017? 

The median amount borrowed was $8,267, an increase of 2.2 percent ($181) on 2016. Half 
of all students borrowed less than this amount. 

The average amount borrowed was $9,220, an increase of 1.8 percent ($167) on 2016. This 
reflects that some students borrow significantly more than the median amount due to taking 
courses with higher fees. 

Why did the average/median amounts borrowed increase? 

The increase in the average/median amounts borrowed in 2017 was mainly due to: 

• increases in course fees 
• a shift to higher levels of study with higher course fees. 
• the increase in living costs loans 

How much of the amount borrowed did students use to pay for course fees? 

In 2017, 67 percent of the total amount borrowed was used to pay for course fees, 26 
percent for living costs and 7 percent for course-related costs. These percentages were the 
same in 2016. 

What was the median balance students owed at the time they finished studying? 

For borrowers who finished studying in 2016, the median loan balance at the time they 
finished was $18,650- up from $17,780 in 2015. 

The median balance for females was $18,950, and for males it was $18,120. The level of 
loan balance at the time of leaving depends on many factors, such as the field of study, the 
tertiary education provider, and the individual's pass rate. 
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Repayments in 2017/18 

How much was repaid in 2017/18? 

In the year to 30 June 2018, total repayments were around $1.35 billion, an increase of 5.9 
percent from the previous year. 

Repayments through PAYE totalled $960.7 million. This was 7.3 percent higher than the 
previous year, mainly due to more borrowers in employment and an increase in borrower 
income. 

Repayments made directly by borrowers totalled $387.4 million. This was 2.6 percent higher 
than the previous year. Of this amount, New Zealand-based borrowers repaid $166.1 million, 
and overseas-based borrowers repaid $221.3 million. 

Did overseas-based borrowers repay more than last year? 

When broken down by the location of borrowers making direct repayments, repayments 
made by overseas-based borrowers increased by 3.0 percent to $221.3 million 
(approximately $6.5 million more than in the previous year). 

More overseas-based borrowers are making repayments and some the increase can be 
attributed to the successful information-matching agreement with Australian Taxation Office 
that has allowed Inland Revenue to identify and make contact with more borrowers living in 
Australia. Inland Revenue have confirmed approximately 70% of the overseas borrower 
base is in Australia. Increased awareness of obligations through marketing and targeted 
campaigns have also had a significant impact. 

How many student loans were repaid in full? 

In the year to June 2017, 42,465 borrowers repaid their loans in full. 

How many borrowers have paid off their loans since the scheme began? 

Since the loans scheme was introduced in 1992, about 1.30 million people have taken out a 
student loan. More than 570,000 borrowers have repaid their loans in full, and Inland 
Revenue has collected $14.1 billion in repayments. 

How much was written-off due to death or bankruptcy? 

In the year to 30 June 2018, $32.2 million (19.9 million in 2017) was written off due to 
bankruptcy and $31.1 million (12.6 million in 2017) due to the death of the borrower. 

This significant increase in bankruptcy and death is a result of Inland Revenue undertaking a 
data matching exercise with the Department of Internal Affairs that identified a large number 
of accounts that needed to be closed/written-off due to deaths as well as a backlog of write
offs due to bankruptcy. 

Overdue repayments 

What is the total amount of overdue loan repayments? 

The overdue amount totalled $1.32 billion at 30 June 2018. The overdue amount increased 
by 9.5 percent over the year. 



Proa
cti

ve
ly 

Rele
as

ed
The rate of increase in previous years was 12.4 percent (2017) and 15.3 percent (2016). 

How many borrowers have overdue repayments? 

The number of borrowers with overdue repayments decreased. At 30 June 2018, 101,396 
borrowers had overdue repayments - a decrease of 1.6 percent over the year. 

Which borrowers are in default? 

A high proportion of defaulters are overseas-based borrowers. Overseas-based borrowers 
represented 14 percent of all borrowers, but 74 percent of all borrowers with overdue 
repayments. They owed 91 percent of the amount overdue. 

In the past year the number of overseas-based borrowers with overdue repayments 
decreased by 3.7 percent to 75,375 borrowers. 

However, the numbers of borrowers in New Zealand with overdue repayments increased by 
5.3 percent to 26,021 borrowers. In part this can be attributed to overseas-based borrowers 
with debt returning to New Zealand. Their debt becomes New Zealand-based borrower debt 
after borrowers have been back in New Zealand for 183 days (approximately six months). 

What is being done to encourage overseas-based borrowers to make repayments? 

A number of measures to improve compliance have been introduced since 2010 including 
making direct repayments easier, improving the contact information held for borrowers and 
to proactively contacting borrowers to remind them of their payment obligations. 

Inland Revenue has an information sharing arrangement with the Australian Taxation Office 
receiving contact information for borrowers living in Australia and an agreement with the 
Department of Internal Affairs for details about borrowers re-applying for New Zealand 
passports from overseas. Both of these initiatives are used to make contact with borrowers 
to remind them of their repayment obligations. 

Inland Revenue has introduced a preventative assistance team to its Student Loan 
Collections stream. Their main focus is to make contact with borrowers who have been 
overseas for 4-5 months to educate them on what it means to be an overseas-based 
borrower once they have been outside of New Zealand for more than six months. 

How effective have these compliance measures been? 

Of the 1,500 borrowers contacted through the preventative assistance team, those 
borrowers who met their obligations more than doubled compared with new overseas-based 
borrowers in the previous year. 

Why are borrowers allowed to go overseas and not repay their loans? 

We do not want to stop graduates going overseas, as graduates living in other countries gain 
valuable skills and knowledge as well as greater insight into other societies. We have 
instead taken measures aiming to ensure borrowers meet their student loan repayment 
obligations while they are overseas. 

In taking out a student loan, borrowers undertake to fulfil the terms and conditions of the loan 
including making repayments when overseas for 183 days or more. When borrowers go 
overseas they are required to ensure that Inland Revenue has up-to-date contact details. 
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When overseas-based borrowers do not keep their contact details up-to-date or fail to make 
loan repayments they are breaking the terms of the loan and Inland Revenue will take steps 
including applying late payment interest. 

Why does the repayment obligation for overseas-based borrowers take no account of 
the borrower's income? 

Repayment obligations for overseas-based borrowers differ in several ways from those for 
New Zealand-based borrowers. 

Overseas-based borrowers incur interest on their loans and have a fixed annual repayment 
obligation which is based on their loan balance. This ensures that almost all borrowers who 
meet their obligations will make progress on repaying their loans after interest charges. 
Overseas-based borrowers make payments direct to Inland Revenue twice a year, rather 
than through their employers. They can get the benefit of a one-off one-year repayment 
holiday in their first year overseas on application, recognising the benefits graduates gain 
from time spent overseas. 

Loan Balances 

Do many borrowers have large loan balances? 

Only a very small proportion of borrowers have a loan balance of $100,000 or higher (1.06 
percent or 7,695 borrowers). Most loans are much smaller- about 35 percent of borrowers 
having a balance under $10,000 and about 58 percent have a balance under $20,000. 

Borrowers with larger balances are likely to have studied for qualifications such as medicine 
or aviation, which have a higher fee structure or require longer periods of study. 
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Why do some borrowers make no progress toward repaying their loan? 

Borrowers who are based in New Zealand are not required to make repayments if they earn 
below the repayment threshold . 

Overseas-based borrowers have to make direct repayments to Inland Revenue -
repayments are not collected through the tax system. The amount due depends on the size 
of their loan. 

Why do some account balances increase after borrowers have finished studying? 

Overseas-based borrowers pay interest on their student loans. While borrowers can apply 
for a one-year "holiday" from their repayment obligations, their loan is still subject to interest 
over this period. 

Interest charged on loans coupled with late payment interest charged to the loan balance for 
not complying with repayment obligations, results in a rising account balance. 

Forecast repayment times 

How long do we expect it to take for borrowers to repay their loans? 

For borrowers who left study in 2016 and remain in New Zealand, the forecast median 
repayment time is 6.8 years. It is significantly longer for those who leave New Zealand, at 
15.2 years. 

Overall, for all borrowers who left study in 2016, including those who go overseas, the 
median repayment time is forecast to be 8.2 years. 

The median forecast repayment time is the time it will take for half of the borrowers who left 
study in 2016 to have fully repaid their loans. The 25th percentile is the time it will take for 
one quarter of borrowers to have fully repaid and the 75th percentile is the time it will take for 
three quarters of borrowers to have fully repaid . 

Are the forecast repayment times getting longer or shorter overall? 

The forecast repayment times decreased slightly for the 2016 leaving cohort overall. When 
compared to the 2015 leaving borrower cohort: 

• the 2016 median forecast repayment time is slightly shorter - 8.2 years compared to 
8.3 years 

• the 25th percentile forecast repayment time is slightly longer - 4.3 years compared to 
4.2 years 

• the 75th percentile forecast repayment time is also shorter - 14.5 years compared to 
15.2 years. 
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Are there differences by gender? 

Females make up a greater proportion of borrowers than males and take slightly longer to 
fully repay - the median forecast repayment time for females is 8.8 years and for males is 
7.4 years. 

Females have higher balances on leaving study. In 2016, the median loan leaving balance 
for females was $18,950 and males at $18,120. 

Are there differences by ethnicity? 

Differences between repayment times by ethnicity are not large, except at the 75th 
percentile (European 12.7 years, Maori 21.3 years, Pacific 19.0 years, Asian 13.1 years). 

Do borrowers with postgraduate qualifications take the longest to repay their loans? 

No, median forecast repayment times of borrowers leaving with post-graduate qualifications 
are less than for borrowers with diplomas or bachelors qualifications, although they will likely 
have studied for longer and leave with larger loans. This reflects the higher incomes 
achieved by those with higher-level qualifications. 

What factors make the biggest difference to forecast repayment times? 

One of the best indicators of the time taken to fully repay is, unsurprisingly, the size of the 
loan. 

Of the leavers with a student loan of between $15,000 and $20,000 (i.e. the band that 
includes the median leaving balance in 2016), half are forecast to have fully repaid their loan 
after 7.9 years . 

Of the leavers with a student loan of more than $70,000, half are forecast to have fully repaid 
their loan after 18.2 years. 

When broken down by level of study, the median forecast repayment times are 
trending upwards for all borrowers except those with Level 1-4 qualifications. Why is 
that? 

This may be attributed to fee increases every year at tertiary providers that offer higher-level 
qualifications, while graduates' incomes have been increasingly more modest. 
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Value of the Student Loan Scheme 

What is the value of the Student Loan Scheme? 

There are two main ways of measuring the value of the loan scheme: 

• The total amount owed by borrowers as at 30 June 2018 was $15.869 billion-this is 
called the nominal value and includes loan principal, loan interest, fees and late 
payment interest. This amount would be collected if all borrowers paid their entire 
obligations on one day. The nominal value was $15.735 billion as at 30 June 2017. 

• The carrying (accounting) value of those loans as at 30 June 2018 was $9.302 
billion. The carrying value is the value of the asset which is maintained in the 
Scheme's accounts and reflects the discount applied to the expected future-year loan 
repayments. The carrying value was $9.197 billion as a 30 June 2017. 

What does it cost the Government to lend to students under the loan scheme? 

The average cost of lending for the 2017/18 financial year was 44.43 cents for every dollar 
lent. 

How is the cost calculated? 

When the Government lends through the Student Loan Scheme, part of the lending is 
treated as an expense and part as an investment. The amount of the expense is called the 
initial fair value write-down. 

We make this write-down because the value of the repayments the Government will receive 
from the lending is less than the amount of the lending, as lending is interest-free and 
repayment is income-contingent. This value difference arises in large part because of the 
time value of money - a dollar today is worth more than a dollar in twenty years' time. 

The initial fair value write-down represents the long term cost of lending at the time the 
lending is made. It is the main expenditure item in the Loan Scheme's accounts. 

As time moves on future repayments become nearer. This means the value of these future 
repayments increases. This increase in value is called the interest unwind. This too is 
recognised in the accounts - but as a revenue item. 

What are the other factors that affect the cost of lending? 

As well as the time value of money, other elements of the cost of lending are: 

• insufficient life-time earnings to repay the loan at 12 cents in the dollar earned over 
the repayment threshold 

• non-compliance (mostly among those overseas) 
• write-offs due to death or bankruptcy. 

Does the Government have confidence that the cost of lending is accurately 
represented? 

The student loan asset is valued in accordance with accounting standard PBE IPSAS 29 
Financial Instruments: Recognition and Measurement the New Zealand. This valuation is 
undertaken by an independent actuarial firm (PwC) and audited by another actuarial firm on 
behalf of Audit New Zealand . 
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Administration fees and costs 

What are the establishment and the administration fees? 

The student loan establishment fee is a $60 fee charged by the Ministry of Social 
Development for every new loan account that is established. 

Inland Revenue charges borrowers who have a loan balance an annual administration fee of 
$40. If a borrower is charged the establishment fee, they are not charged an administration 
fee in the same tax year. 

What are the agency costs and how are they estimated? 

Agencies use costing models to estimate their contribution to the running of the loan 
scheme. The costs cover day-to-day operating costs, the cost of implementing new policies 
and system changes. 

In 2017/18, the costs were $56.9 million-around 68 percent was incurred by Inland 
Revenue to manage the repayment processes and the Ministry of Social Development 
accounted for around 29 percent of the costs for managing the lending process. The 
remaining 3 percent is for policy and information work done by the Ministry of Education and 
Statistics New Zealand. 




