
 1

Budget Sensitive 
 
POL Min (05) 8/4 
 
2005 Budget Savings Package Tertiary Education Savings Scheme 
 
On 6 April 2005, the Cabinet Policy Committee 
 
Savings initiatives 
 
1 agreed that encouraging savings be a priority in the 2005 Budget made up of 

three initiatives 
 

1.1 work based savings scheme (WBSS) for retirement (POL Min (05) 8/2), 
 
1.2 first home ownership assistance (POL Min (05) 8/3), 
 
1.3 tertiary education savings (POL Min (05) 8/4), 

 
Tertiary education savings scheme 
 
2 noted that the government has received a proposal, called FUNZ, for a dedicated 

savings scheme for individuals to provide for future tertiary education costs 
(tertiary education savings scheme); 

 
3 noted that the Minister of Finance and Minister of Education have directed 

officials to explore a contestable approach to identifying a preferred provider(s) of 
a tertiary education savings scheme(s); 

 
4 agreed: 
 

4.1 to seek formal expressions of interest from the market to offer a dedicated 
tertiary education savings scheme; 

 
4.2 that the promoters of FUNZ will be invited to resubmit their proposal as part 

of this process; 
 
Design parameters 
 
5 agreed that the following design parameters for a tertiary education savings 

scheme be included in the documentation seeking expressions of interest: 
 

5.1 voluntary enrolment; 
 
5.2 some type of government incentive to encourage participation in the 

scheme. This could include an upfront payment targeted to children aged 
less than six years to encourage early enrolment; 

 
5.3 savings balances could only be used to fund approved tertiary education 

programmes (possibly using the same or similar criteria as the student loan 
scheme); 

 
5.4 savings would need to be fully drawn down before a student could access a 
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student loan. Distribution of the savings would probably be through 
StudyLink; 

 
5.5 an individual’s savings balance would not affect their eligibility for a student 

allowance; 
 

5 6 if the individual did not participate in tertiary education the savings could be 
transferred into a work-based savings account. This could only occur once 
the individual had reached a certain age (for example, 25 or 30 years at 
which time individuals are less likely to need to access the student loan 
scheme), subject to advice from the Ministry of Justice on compliance with 
the Bill of Rights Act 1990; 

 
5.7 the savings would be able to be accessed under certain circumstances 

such as the death of the child or financial hardship grounds (the actual rules 
have yet to be determined); 

 
5.8 the government has not made a decision on whether there could be more 

than one provider of a dedicated tertiary education scheme; although it is 
likely that participation would be limited to a maximum of three or four 
providers; 

 
5.9 the government would not act as guarantor for the scheme; 

 
6 agreed that the design parameters documentation would seek feedback from 

providers on the following issues: 
 

6.1 whether some form of upfront government contribution is necessary to 
encourage participation in the scheme; 

 
6.2 likely levels of participation with and without any government upfront 

payment to individual accounts; 
 
6.3 providers’ views on how the scheme may best be promoted to establish 

client interest and take-up; 
 
6.4 likely administration costs for operating the scheme and, assuming different 

levels of participation, what this means for fees on individual accounts; 
 
6.5              

            
  

6.6 how providers’ responses would vary depending on whether the provider 
was the only provider of the scheme or was one of a small number of 
providers (for example 3 or 4); 

 
6.7 whether and how distribution of the savings balances through StudyLink 

might impact on how any scheme might be structured and delivered; 
 

6.8 the most appropriate investment structure (initial consultations suggest that 
a unit trust structure is the most likely investment vehicle), 

 
6 9 possible implementation timeframes, 
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7 authorised the Minister of Finance and Minister of Education to sign off on the 

final content of the request for expressions of interest, 
 
8 agreed that the request for expressions of interest be issued as soon as possible 

to enable the process to begin in advance of the 2005 Budget; 
 
9 invited the Minister of Finance and Minister of Education to report to the Cabinet 

Policy Committee by the end of June 2005 on the results of the request for 
expressions of interest, and recommended next steps, 

 
10 noted that the decision on whether to proceed with a dedicated tertiary education 

savings scheme will be informed by whether the results of the requests for 
expressions of interest indicate a reasonable level of market interest and that the 
scheme would be financially viable, 

 
11 noted that the costs associated with implementing a dedicated tertiary education 

savings scheme will depend on a number of policy decisions yet to be taken, 
including the number of providers, the design parameters, and the nature of the 
government’s ongoing involvement; 

 
12               

             
             
    

 
13               

  
14               

             
             
             

 
15 noted that the Minister of Finance indicates that consultation will be required with 

the government caucuses and with other parties represented in Parliament. 
 
 
 
Secretary 
Reference: POL (05) 80, POL Min (05) 8/2, POL Min 905) 8/3 


