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Summary 

• This briefing provides you with your draft Cabinet paper Initial decisions to support
making tertiary education and training affordable for all, due to be lodged by 10am on
Tuesday 14 November for Cabinet Business Committee on Thursday 16 November.
Also attached is a Regulatory Impact Statement.

• The Cabinet paper and Regulatory Impact Analysis reflect Ministers’ decisions of 8
November, including changes to the $50 increase to apply a per-adult increase for
couple rates.

• We have circulated the draft Cabinet paper to population agencies and reflected early
feedback in the attached. Further feedback may be provided by midday Monday and
we will update to reflect this feedback.

• The costings set out in the attached Cabinet paper reflect Ministers’ decisions on how
to deliver an extra $50 for student allowances and living cost loans by 1 January 2018.
Final financial implications, including appropriation changes sought, will be provided
as part of further advice on delivering one year of fees-free education for all new
students in 2018.

Claire Douglas 
Deputy Secretary 
Graduate Achievement, Vocations and Careers 

__/__/____ 
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Background  

1. This briefing provides you with your draft Cabinet paper Initial decisions to support 
making tertiary education and training affordable for all, due to be lodged by 10am on 
Tuesday 14 November for Cabinet Business Committee on Thursday 16 November. 

2. The Cabinet paper has been updated to reflect Ministers’ decisions of 8 November. 
This includes updates to reflect the decision to apply the $50 net per-week increase 
on a per-adult basis. This means that the increase applied to coupled rates of student 
allowance would be $100 per week net. 

3. Also attached is a completed Regulatory Impact Statement template that assesses the 
$50 increase in student allowance rates. This analysis is required to be provided to 
Cabinet as the proposal will require regulatory change. The analysis has been 
developed in line with Treasury guidance about the assessment required in relation to 
100 day manifesto commitments. 

Agency consultation 
 

4. These materials have been developed in consultation with our interagency working 
and steering groups to support your 100 day manifesto commitments. Agencies 
include the Ministry for Social Development, the Tertiary Education Commission, 
Inland Revenue, the Treasury, the State Services Commission, and the New Zealand 
Qualifications Authority. 

5. We have circulated the draft Cabinet paper and Regulatory Impact Statement to Te 
Puni Kōkiri, the Ministry for Pacific Peoples, the Ministry for Women, and the Ministry 
for Vulnerable Children, Oranga Tamariki and early feedback is reflected in the 
attached materials. Further feedback may be provided by midday Monday. We will 
update your office about any feedback provided and can provide an updated Cabinet 
paper on Monday to reflect this, if required. 

Updated costings and financial information 
 
6. We have updated core costings of the $50 increase initiative in three ways: 

a. to reflect Ministers’ decisions on 8 November, including to apply the $50 increase 
on a per-adult basis for couples. This has made a minor change to costs, in line 
with the $5 milllion we indicated on 8 November.  

b. to meet Treasury expectations for an interim financial authority to support policy 
decisions, by defining an indicative “upper bound” for spending on the initiative, to 
be refined once decisions on fees-free are confirmed. This increases costs 
compared to our previous costings based on current patterns of use (see 
paragraphs 7-11).  

c. to reflect costs in gross terms so that the impact on net debt is visible and for 
consistency with the Fiscal Plan. This also increases costs (see paragraph 12).  

7. The impact is that the “upper bound” is $160 million (over four years) higher than the 
Fiscal Plan’s $1.236 billion allowance for student support changes. We are not aware 
of whether the Fiscal Plan allowance is intended to cover wider student support 
manifesto initiatives as well as the 100 days commitments (we are working from the 
published Fiscal Plan). 

8. The Treasury requires the Cabinet decision to include interim financial authority for the 
change in the period before decisions on fees-free, and finalisation of costings for both 
initiatives. Final costings for the two initiatives are closely related, as both include 
impacts on the cost of student loan borrowing (due to increased living cost payments 
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and reduced fee loans). Behavioural change assumptions for the two initiatives are 
also closely related. 

9. The Treasury has required us, in order to get interim financial authority, to define an 
“upper bound” for the cost of the initiative, and to state our confidence in this upper 
bound. We see this “upper bound” as a buffer against the risk of cost increases, rather 
than necessarily an upper limit. It guides Treasury’s working understanding of the cost 
of Fiscal Plan initiatives.  

10. The method we have used is to make an assumption about increased uptake of loans 
and allowances as a result of the $50 increase (based on 5% increased uptake), and 
add the impacts to our core costing. We have also shown the core and higher costings 
in the Cabinet paper.  

11. We have a low level of confidence in the “upper bound” as a genuine upper limit on 
costing: there is no precedent for such a significant increase in rates of living support, 
and the change related to fees-free is also unprecedented and may change uptake. It 
is possible that operating impacts will exceed or be lower than the upper bound.  

12. The Treasury has also required us to state costings in terms of gross costs, so that the 
impacts on net debt are explicit for Ministers. This approach differs from the approach 
we have used for these costings in previous advice to you and the Ministerial group: 
we have previously stated costs in terms of operating impact. The key difference 
between the two methods is that the operating impact includes the initial fair value 
write-down on student loans (approximately 40 cents in each dollar lent), while the 
gross costs include the total cash lent, which is a capital expense.  

13. We have discussed the methods we have used with the Treasury, aiming to align with 
their expectations. Treasury has not yet had an opportunity to fully review the methods.  

Next steps 

14. On Monday, we will provide your office with any further updates to the attached Cabinet 
paper following agency feedback. We will also supply you with an aide memoire to 
support you at Cabinet Business Committee.  

Attachments  

 
Your draft Cabinet paper Initial decisions on making tertiary education and training affordable 
for all, and accompanying Regulatory Impact Statement, is attached. 
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