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Revised NZQA Consultation Document 
Changes to Student Fee Protection Rules to include Agents’ Fees 

Introduction  

The New Zealand Qualifications Authority (NZQA) is consulting with private training 
establishments (PTEs) a second time on proposed new rules for student fee protection.   

Feedback from NZQA’s first consultation on the proposed rules in August 2011 highlighted 
areas where further work was required.  Where appropriate, NZQA has revised the student 
fee protection rules to reflect this feedback.   

Comments made by submitters in the first round of consultation have been taken into 
account in redrafting some of the proposed rules.  NZQA welcomes further comment from 
these submitters on the proposed rules now being consulted on. 

Questions on the rules are on page three of this document.  Responses are due with 
NZQA on improvingperformance@nzqa.govt.nz  by Wednesday 12  October 2011 . 

A new NZQA function to make rules  

Changes under the Education Amendment Act 2011 (Amendment Act) gave NZQA the 
power to make rules.   

Over time, NZQA intends to gradually replace the current NZQA requirements, 
procedures, policies and criteria with rules made under the new section 253 of the 
Education Act 1989.  Information on NZQA’s wider rules work programme is available on 
NZQA’s website: http://www.nzqa.govt.nz/about-us/our-role/legislation/rules/work-
programme/.  NZQA will be updating its website regularly to publish rules as they are 
approved by the NZQA Board and the Minister for Tertiary Education. 

The proposed student fee protection rules (see page four) are one of the steps in this 
process. 

Student fee protection rules  

The proposed student fee protection rules will replace the current Student Fee Protection 
Policy (NZQA, 2005)1.  As previously advised, the proposed rules for student fee 
protection reflect the current policy and the main requirements for PTEs remain largely 
unchanged.   

                                                
1 The current NZQA Student Fee Protection Policy can be accessed from the NZQA website at 
http://www.nzqa.govt.nz/assets/Providers-and-partners/Registration-and-accreditation/Student-Fee-
Protection/student-fee-protection-policy.pdf 
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PTEs will still be required to deposit fees with an approved independent trustee for the 
initial period allowable for a refund if a student withdraws from their studies.  They will also 
still be required to deposit fees with an independent trustee or have security arrangements 
in place (i.e. guarantee, bank bond or student-based insurance) for the duration of the 
student’s enrolment at the PTE.  

The new section 234C of the Education Act 1989 clarifies that student fees include “any 
component of the fee payable by the student (for example, it includes any component of 
the fee […] in respect of accommodation costs or agent commissions.)”  

The Ministry of Education Gazette Notice2 allows PTEs to keep up to 25 per cent of the 
student fee if an international student should decide to withdraw from a course lasting 
three-months or longer.  This change has been provided for in the rules.  It is intended to 
discourage international students from changing providers without a good reason and to 
fairly recompense costs PTEs have incurred for students who choose to withdraw. 

Agents’ fees in trust 

The Amendment Act inserted a new requirement into the Education Act 1989 for agents 
who receive fees from students for the purposes of enrolling into programmes or training 
schemes at PTEs.  The requirement is in the new section 234E(2), and gives agents two 
options. 

The first option is for agents to deposit student fees into an independent trust account, as 
PTEs currently do.   

The second option is for alternative arrangements acceptable to NZQA.  An alternative 
arrangement set out in the rules is for agents to have a contract with the PTE to cover the 
enrolment and student fee protection issues, and stipulate the payment of student fees.  
This option is likely to be the most suitable for agents in terms of minimising cost.   

Under option two, the agent must deposit a student’s monies directly into the PTE’s trust 
account by close of the next business day following the student enrolling at the PTE and 
paying fees to the agent for that enrolment.   

The contract arrangement is predicated on the requirement under clause 10.3 of the Code 
of Practice for the Pastoral Care of International Students for PTEs to have a written 
contract with an agent before they can accept students from that agent.  As this 
contractual requirement is in place for international students, where a PTE chooses this 
option these rules will extend the need for the contract to cover domestic students also.   

The inclusion of agents in statutory requirements is intended to safeguard the interests of 
students from the time they pay their fees.  This is to help prevent students being left out of 
pocket in relation to agent commissions. 

Other changes of note 

Other wording changes within the student fee protection rules have been made to 
strengthen and clarify current requirements, but do not alter the intent of the original policy.  
However, the following four changes are also of note. 

                                                
2 See the Notice in the New Zealand Gazette No. 67, 19 May 2011. 
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Firstly, rule 4.1(c) requires that all fees be placed directly into a trust account, which 
means that PTE’s operating under a static trust or bank bond trust must also have a 
standard trust arrangement to cover the relevant withdrawal period.  Consequently, the 
maximum liability amount (MLA) calculation rules will be changed to exclude the relevant 
withdrawal period as these are covered under the standard trust calculation.   

Secondly, in rule 8.1(a)(iii), NZQA is proposing that all student monies must be paid 
directly by the student or agent into the PTE’s standard trust account and not via transfer 
from one of the PTE’s own bank accounts. 

Thirdly, the legislative changes do not make provisions for exemptions from student fee 
protection obligations to be granted to PTEs delivering short courses.  As a result, 
exemptions are not provided for in the rules.  

Finally, criteria for PTEs to collaborate on their student fee protection arrangements has 
been removed as these have not been applied since the student fee protection policy 
came into force in May 2004.   

Consultation Questions 

NZQA wishes to consult with registered PTEs to ensure that their on-the-ground 
knowledge of agents informs the development of the proposed student fee protection 
rules.   

NZQA is not seeking detailed feedback on the main part of the student fee protection rules 
because these simply re-format the existing student fee protection policy, although any 
such comments would be taken into account.  Questions one to three below focus on rules 
relating to agents, which is part of the extended student fee protection put in place by the 
Amendment Act.  Questions four to six invite comment on any other aspects of the student 
fee protection rules. 

1. Do the student fee protection rules relating to agents’ fees require additional 
clarification?  If so, what would you like clarified? 

2. Are there other points that should be included in the proposed student fee protection 
rules, in relation to agents’ fees? 

3. Is there anything that you, as a PTE, would require from NZQA to understand your 
obligations with regard to the agents’ fee parts of the student fee protection rules? 

4. Do the student fee protection rules relating to any other matters require additional 
clarification?  If so, what would you like clarified? 

5. Do you have any other suggested changes for the student fee protection rules? 

6. Are there any additional comments you would like to make?  

 

Please provide your feedback on the student fee protection rules to NZQA on 
improvingperformance@nzqa.govt.nz  by Wednesday 12  October 2011 .  



 4 

 Proposed Student Fee Protection Rules 2011 

 

1. Authority  

1.1 These Rules are made under section 253 of the Education Act 1989. 

2. Commencement  

2.1 These Rules commence on the day after the date of approval by the Minister. 

3. Interpretation  

3.1 In these Rules, unless the context otherwise requires: 

“Act” means the Education Act 1989: 

“Agent” means a person to whom section 234D(1) of the Act applies, regardless of 
whether or not that person has been appointed by the student, but does not 
include a provider: 

“Course” means programme or training scheme: 

“Course Closure Event” means: 
(a) the provider is no longer delivering or capable of delivering the course 

for which students are enrolled; or 
(b) the provider’s own refund policies fail or are not implemented; or 
(c) any regulatory closure of the provider; or 
(d) insolvency of provider; or 
(e) the provider ceases to operate; or 
(f) any cancellation by NZQA of the provider’s registration; or 
(g) any withdrawal by NZQA of the provider’s accreditation  to provide a 

programme; or 
(h) any withdrawal by NZQA of the provider’s training scheme approval: 

“Independent Trustee” means: 
(a) Public Trust; 
(b) A trustee company under the Trustee Companies Act 1967; 
(c) A chartered accountant in public practice; or 
(d) A lawyer whose practising certificate allows the holding of trust 

funds, 

that does not provide any services to the provider other than the operation 
of a Student Fee Protection Mechanism and is not related to the provider: 

“NZQA” means the New Zealand Qualifications Authority: 

“Pro rata refund” means a refund to a student of Student Fees according to the 
proportion of undelivered tuition as at the last day the course was delivered 
following: 

(a) a provider’s voluntary closure or course cessation; or 

(b) a Course Closure Event: 
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“Provider” means a registered private training establishment: 

“Refund Period” means, in relation to: 
(a) international students enrolled for a course of 3 months’ duration or 

more, the refund period referred to in s 235A(1)(a) and as set by 
Gazette notice under s 235B of the Act:  

(b) international students enrolled for a course of less than 3 months’ 
duration, the refund period specified by NZQA under s 235A(1)(c) of 
the Act: 

(c) domestic students, the refund period referred to in s 234C of the Act:  

“Related to the provider” means: 
(a) the provider itself; 
(b) a person who is a director, officer or employee of, or shareholder in, 

the provider; 
(c) a body corporate: 

(i) in which the provider holds shares; or 
(ii) that owns the provider or holds shares in the provider which 

is the body corporate, or that is a subsidiary of such a body 
corporate; or 

(d) an agent of the provider: 

“Student” means: 
(a) domestic students; and 
(b) international students; and 

includes students who have enrolled with a provider and paid Student Fees 
but not yet started: 

“Student Fees” means any and all tuition fees, course costs, commission fees, 
accommodation expenses, travel and health insurance, living expenses, 
and other financial commitments associated with a course that are paid by 
or on behalf of a student- 

(a)  to an agent or a person on behalf of an agent: 

(b)  to the provider or a person on behalf of the provider: 

(c)  to a supplier of an agent or the provider. 

“Student Fee Protection Mechanism” or “Mechanism” means an arrangement of a 
kind set out in Appendix B: 

 (a) between a provider and a Supplier; or 

 (b) between an agent and a Supplier: 

“Student Fee Protection Supplier” or “Supplier” means a provider of Student Fee 
Protection Mechanisms approved under Rule 11 and includes Independent 
Trustees: 
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4. Application   

4.1 These Rules: 

(a) Apply to any person who receives money from a student for the purpose of 
enrolling, or helping a student to enrol, in a course at a provider, including 
providers, agents and Student Fee Protection Suppliers; 

(b) Are in addition to the obligations of any provider, agent or Student Fee 
Protection Supplier under the student fee protection provisions in the Act; 

(c) Require payment of Student Fees directly to an Independent Trustee; and 

(d) Do not alter the entitlements of any provider or agent to payment under the 
student fee protection provisions in the Act during the relevant Refund 
Period. 

 

5. Withdrawal and refund policies   

5.1 Providers must have withdrawal and refund policies that cover: 

(a) student withdrawal during and after the relevant Refund Period; 

 (b) the provider voluntarily ceasing its course or courses; 

 (c) provider closure; and 

 (d) a Course Closure Event. 

 

5.2 These withdrawal and refund policies can be more beneficial to students, but must 
not be less beneficial, than the obligations specified in the Act. 

 

6. Course closure or course cessation  

6.1 Where a provider voluntarily closes, or ceases to offer a course in which students are 
enrolled, the provider is required to ensure at least a pro rata refund within 5 
working days from the date of the closure or cessation. 

7. Course Closure Event   

7.1 Where NZQA gives notice to the Supplier of a Course Closure Event of a provider: 

 (a) the provider’s Student Fee Protection Mechanism(s) will be triggered; and 

 (b) NZQA will provide a copy of that notice to the provider as soon as practicable. 
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8. Student Fee Protection Mechanism(s)  for Providers   

8.1 Providers must have or put in place, and keep in place, a Student Fee Protection 
Mechanism from the date of registration which: 

 (a) meets the following general criteria: 

(i) It must cover every student on every course (it is acceptable for a 
provider to have more than one Student Fee Protection Mechanism 
in order to cover all students); 

(ii)         It is operated by a Supplier;  

(iii) Student Fees received by or on behalf of a provider must be paid 
direct into a standard trust account of the provider’s Supplier, where 
the student pays the fees before the end of the relevant Refund 
Period.  If Student Fees are paid to the provider by or on behalf of 
the student (e.g., over the counter), those fees must be put directly 
into the trust account by close of business the following working day; 

(iv) Where the fees are paid by the student after the end of the relevant 
Refund Period they are to be protected through one of the Student 
Fee Protection Mechanisms.  If the mechanism chosen is a 
standard trust account and the Student Fees are paid to the provider 
by or on behalf of the student (e.g., over the counter), those fees 
must be put directly into the trust account by close of business the 
following working day; 

(v)         All voluntary closures and cessations and Course Closure Events 
must be covered; 

(vi) Any accommodation expenses paid to the provider may be paid by 
a supplier, via the provider, to an accommodation supplier up to a 
month in advance. Living expenses may be paid by the supplier, via 
the provider, to the student as arranged between the provider and 
Student; 

(vii) In relation to any student, providers are entitled to be paid by the 
Supplier: 

a. an amount permitted under the Act in respect of the 
relevant Refund Period; and 

b. an amount limited to 15 per cent of the tuition fees that 
may be paid by the Supplier under the Mechanism on the 
ninth day of the course; and 

c. the balance of tuition fees pro rata in arrears according to 
the proportion of delivered tuition; 

 

(viii) Students must have the ability to choose between alternative 
providers (where available) or receiving a pro rata refund in a 
Course Closure Event.  If a student chooses an alternative provider, 
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the monies held by the existing Supplier must be paid to the 
alternative provider’s Supplier.  If a student chooses a pro rata 
refund, the Mechanism must specify the following order of payment: 

a. the Ministry of Social Development in the case of student 
loans: 

b. directly to the student, or to any other party nominated by the 
student; 

(ix) The payment process must begin immediately upon a Course 
Closure Event. All practicable steps must be taken to ensure 
payment is made within 10 working days of the date of the 
notification of the course closure; 

(x)         Where students transfer to an alternative provider: 

a. the alternative provider’s Supplier may not provide a   
Mechanism that is less favourable to that which existing 
students enrolled at that alternative provider have; and 

b.   the transferring student must be treated, and have the same 
refund and withdrawal entitlements, as a student 
commencing a new course of the same length as that which 
the student has transferred from; and 

(xi) Accommodation and living expenses must be separately identified 
within the Mechanism; 

 (b) for the Refund Period the Mechanism is a standard trust (Appendix B at 1(a)); 
and 

 (c) after the Refund Period the Mechanism is one of the permitted Student Fee 
Protection Mechanisms contained in Appendix B and meets the specified 
criteria for that permitted Mechanism. 

 

9. Student Fee Protection Mechanism(s) for Agents   

9.1 Where an agent does not avail itself of the acceptable alternative arrangement in 
Rule 9.2, the agent must have a Student Fee Protection Mechanism (standard 
trust) that is managed by an independent trustee approved by NZQA and which: 

 (a) meets the following general criteria: 

(i) It must cover every student who has paid Student Fees to the agent 
for enrolment in a provider; 

(ii) It is operated by a Supplier; and 

(iii) It must require the agent’s Supplier to transfer the Student Fees 
held in relation to a student to the provider’s Supplier by close of 
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business the following working day after it is received by the agent’s 
Supplier; and 

 (b) meets the specified criteria in Appendix B for the standard trust Mechanism.   

9.2 For the purposes of section 234E(2) of the Act, an alternative arrangement that is 
acceptable to NZQA is for the agent to transfer the Student Fees to the trust 
account of the provider’s Supplier by the close of business the following working 
day after it is received by the agent.  

10. Public Notification of approved Student Fee Pro tection Mechanism   

10.1 Unless otherwise agreed by NZQA, a provider, agent or Supplier may only use the 
following words to describe the acceptability of its Student Fee Protection 
Mechanism: 

This arrangement has been accepted by the New Zealand Qualifications Authority 
as meeting the requirements of the Education Act 1989 and the Student Fee 
Protection Rules 2011. 

11. Suppliers’ Eligibility   

11.1 A Student Fee Protection Mechanism may only be operated by a Supplier. 

11.2 A Supplier may not operate a Student Fee Protection Mechanism without NZQA’s 
approval. 

11.3 The criterion for approval is that NZQA is satisfied that the Supplier can meet its 
obligations under these Rules. 

12. Obligations of Suppliers   

12.1 Suppliers must: 

(a) ensure that they meet all obligations under their Mechanisms and these 
Rules; 

(b) manage funds held on behalf of students prudently and in accordance with 
the law; and 

(c) provide NZQA the information described and pursuant to the timeframes in 
Appendix A, or as requested. 

12.2 Where there is - 

(a) a voluntary provider closure or course cessation; or 

(b) NZQA gives notice to the Supplier of a Course Closure Event - 
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 the Supplier must make pro rata refunds to eligible students. 

12.3 Where any payments out of a trust account leave a risk of a shortfall in the amount 
of a refund to a student, the Supplier must have appropriate arrangements in place 
with the provider or other person to cover that shortfall. 

13. Obligations of providers   

13.1 Providers are required to provide to a Supplier the information they hold, that is 
relevant to information which a Supplier must provide to NZQA under Appendix A, 
within 5 working days of the Supplier’s request to the provider. 

13.2 A provider must supply to NZQA and to its Supplier, within 90 working days of each 
financial year end of the provider, and at the provider’s expense: 

(a) an audit opinion from an independent chartered accountant confirming the 
provider’s compliance with these Rules and relevant Mechanisms; and 

(b) a further audit opinion from the independent chartered accountant (unless 
the Supplier is Public Trust) confirming the compliance of the provider’s 
Supplier with these Rules and relevant Mechanisms.  

13.3 Providers must request and retain from a student who has paid Student Fees to the 
provider via an agent a copy of the agent’s invoice to the student. 

13.4 Where there is - 

(a) a voluntary provider closure or course cessation; or 

(b) NZQA gives notice to the Supplier of a Course Closure Event - 

the provider must provide the Supplier and NZQA with the information described, 
and pursuant to the timeframes, in Appendix A and/or as requested within 5 
working days, and must ensure students are paid their refund entitlements.            

13.5 Providers must obtain NZQA approval for a change to their Student Fee Protection 
Mechanism(s) and Supplier(s) prior to any change. 

13.6 Providers must, prior to enrolment, in addition to their obligations under section 
234B of the Act, inform Students about: 

 (a) the applicable Mechanism(s); and 

 (b) when the Mechanism is triggered, at a minimum: 

(i) the process for the student’s entitlement to any payment for the 
relevant Refund Period or any pro rata refund; 

  (ii) who the Student should contact; 
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  (iii) a list of any documents Students will require; and 

(iv) instructions to attend any meetings arranged for Students.  

13.7 Where a provider becomes aware that it has drawn down fees of a higher 
amount than the amount of the tuition actually delivered, the provider must 
reimburse to the Supplier, by the close of the next business day, sufficient funds for 
the trust to cover the undelivered tuition.  

13.8 Providers must: 

(a)  ensure that the correct amount of Student Fees is deposited with an 
Independent Trustee when a student has taken up an offer to enrol in a 
course and made payment, irrespective of any agent’s obligations (whether 
that agent is based overseas or in New Zealand);   

(b)  when aware that the student has paid Student Fees to an agent but 
unaware of the actual amount paid, deposit funds that cover the provider’s 
normal advertised price of the course along with expected commission fees, 
accommodation expenses, travel and health insurance, living expenses, 
and other financial commitments associated with the course; and 

(c)  advise NZQA where a situation of the kind described in paragraph (b) of 
this Rule occurs. 

13.9 Before a provider enrols a domestic or international student, via an agent, in a course 
at the provider, there must be a written contract in place between the provider and the 
agent that properly covers the requirements of these Rules (noting that for international 
students a contract is required between providers and agents under clause 10.3 of the 
Code of Practice for the Pastoral Care of International Students). 

14. Obligations of agents  

14.1 Agents must ensure they have a written contract in place as described in Rule 13.9, 
before an agent receives money from a domestic or international student for the 
purpose of enrolling, or helping the student to enrol, in a course at a provider. 

14.2 Where there is - 

(a) a withdrawal by a student within the relevant Refund Period; or 

(b)  a voluntary provider closure or course cessation; or 

(c) NZQA gives notice to the Supplier of a Course Closure Event - 

and the agent holds any Student Fees (whether through a Supplier or in a trust 
account or otherwise), the agent must ensure students are paid their full refund 
entitlements. 

14.3 Agents must retain records demonstrating compliance with the Act and these Rules 
and provide them to NZQA on request under section 255A of the Act.  
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14.4 Where an agent has not availed itself of the alternative arrangements acceptable to 
NZQA as set out in rule 9.2 above, the agent must obtain NZQA approval for any 
change to their Student Fee Protection Mechanism and Supplier prior to that 
change occurring. 

15. Failure of provider or agent to comply with Rul es  

15.1 Should a provider or agent fail to implement or act under a Mechanism in a manner that 
complies with these Rules, NZQA may, without prejudice to its rights under the Act, 
direct the provider or agent to arrange an alternative or specific alternative Mechanism 
that meets these Rules. 

16. Withdrawal of Mechanism by Supplier   

16.1 Where a Supplier withdraws its product from the market, or ceases to provide the 
Mechanism to a provider, the provider or agent must immediately put in place an 
alternative Mechanism that complies with the Rules. 

17. Failure of Supplier to comply with Rules   

17.1 Should a Supplier fail to implement a Mechanism in a manner that complies with the 
Act or these Rules, NZQA may immediately withdraw approval of the Supplier and 
their Student Fee Protection Mechanism and appoint an alternative Supplier.  If this 
should occur, providers or agents using the affected Supplier will be required to take 
immediate steps to move to the alternative Supplier. 

18. Revocation of Student Fee Protection Policy  

18.1 The Student Fee Protection Policy is hereby revoked. 
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Appendix A Information the Supplier must provide to  NZQA 

 

1.1 Unless NZQA advises the Supplier in writing otherwise, following initial approval of a 
Student Fee Protection Mechanism, and quarterly thereafter (within 10 working days 
of the last day of February, May, August and November), an attestation from the 
Supplier `by provider and by student’ that the Supplier has, or is able to calculate, the 
information below: 

(a) Provider name 

(b) Student names 

(c) Course start date 

(d) Course end date 

(e) Total monies paid (showing tuition and non-tuition separately) 

(f) Percentage of tuition delivered against fees remaining 

(g) Non-active accounts, i.e. those who have signed up with this service but are 
not using it 

(h) Providers who have withdrawn or notified their intention to do so 

(i) In respect of static trusts and bank bonds, the maximum liability amount and 
supporting documentation; and any information required by NZQA from time to 
time. 
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Appendix B Student Fee Protection Mechanism Options  for providers and 
agents 

1. Trust accounts (standard and static) 

1. Must be held by an Independent Trustee. 

2. NZQA approved trust deeds must be used between a provider and a 
Supplier and between an agent and a Supplier. 

3. Standard trust must cover the period following receipt of the funds 
(including any Student Fees), up to and including the end of the relevant 
Refund Periods.  Standard trust or static trust or other arrangements in 
this Appendix must cover from the end of the relevant Refund Period, 
until the end of the course (inclusive of holidays).  

4. The Trustee is responsible for ensuring it holds sufficient information 
about individual students to enable it to carry out its role as Trustee. 

5. There are prudent investment rules in place that guide the 
investment of funds by the Trustee. 

6. Appropriate reporting arrangements in place that allow NZQA to 
assess, on short notice, that an appropriate level of funds is held in 
trust. 

7. In addition to the independence requirements in these Rules, the 
Trustee meets any statutory and professional independence 
requirements. 

 

1(a) Standard trust  

 (where the individual student fees are drawn down in arrears) 

1. NZQA approved trust deeds also include the following terms: 

(a) An amount permitted under the Act or a Gazette notice made under 
the Act, may be paid by the Trustee to the provider on day one of 
the relevant Refund Period; 

(b) An amount (other than the amount above) limited to 15% of the 
remaining Student Fees may be paid by the Trustee to the provider 
on the ninth day of the course.  Where there is a risk of a shortfall 
due to the 15% payment of  tuition, that is at the Supplier’s risk; 

(c) The balance of tuition fees are paid to the provider pro rata in 
arrears according to the proportion of delivered tuition; 

(d) The monies are held in trust for individual students rather than as a 
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group; 

(e) Where accommodation costs are collected from the student, the 
trustee may pay this cost to the provider, the student or a nominated 
accommodation provider on a pro-rata basis up to a month in 
advance; 

(f) Where living costs are collected from the student, then the trustee 
may pay this allowance to the student, via the provider, on a pro-rata 
basis in advance or otherwise agreed in writing with the student; and 

(g) There must be a payment schedule that indicates the dates and 
amounts of payments to be made, signed by both the provider and 
the student. 

1(b) Static trust 

(where an amount equal to the maximum liability is held in trust) 

1. The trust must hold an amount that covers the maximum liability the 
provider could experience should it close.  The maximum liability is 
defined as the highest amount of Student Fees that could be paid 
out at any one time, including in relation to students anticipated to 
pay within the next quarter. 

2. The maximum liability calculations must be externally reviewed by 
an independent chartered accountant as per Rule 13.2. 

3. A standard trust must be used for the Refund Period, and after the 
Refund Period a static trust may be used, including to provide 
protection for homestay or accommodation payments and living 
expenses, and as a supplementary trust if approved by NZQA. 

2. Company or parent body guarantees 

1. Guarantees will be considered on a case-by-case taking into 
account inter alia: 

(a) Clear evidence that the proposed guarantor entity is financially 
sound and is demonstrably in a position to provide protection to the 
provider for the maximum liability in a Course Closure Event; 

(b) Further support in relation to the financial viability of the proposed 
guarantor as indicated by a financial security rating to the standard 
required of insurance or bond companies; 

(c) The existence of a formal guarantee and its recognition in the 
financial statements of the respective parties; 

(d) There is adequacy of security for the amount of the guarantee; and 
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(e) Clear evidence that the proposed guarantor can provide financial 
support to the provider in a timely manner. 

2. Guarantees from companies registered outside of New Zealand and 
personal guarantees will not be acceptable as a Mechanism. 

3. A standard trust must be used for the Refund Period, and a standard 
or static trust to provide protection for homestay or accommodation 
payments and living expenses. 

3. Bank bonds 

1. Must be from a registered bank as defined in the Reserve Bank Act 
1989 and limited to New Zealand registered banks, whose Long 
Term Debt is rated by either S&P or Moodys as not less than A. 

2. Must be for an amount that covers the maximum liability.  The 
maximum liability is defined as the highest amount of tuition fees 
that could be paid out at any one time, including in relation to 
students anticipated to pay within the next quarter.   

3. Must be expressed to be in the favour of the Trustee, not the 
provider. 

4. There must not be a default clause for non-disclosure that allows the 
bank to decline cover due to non-disclosure by a provider. 

5. The maximum liability calculations must be externally reviewed by 
an independent chartered accountant as per Rule 13.2. 

6. Must be held by an Independent Trustee. 

7. A standard trust must be used for the Refund Period, and a standard 
or static trust must be used to provide protection for, homestay or 
accommodation payments and for living expenses 

A bank bond may be used as a supplementary trust if approved by 
NZQA. 

Under this option, a provider will need to discuss this with their bank and the 
present the proposed bond to NZQA for approval.  NZQA has a Bank Bond 
Deed that must be used. 
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4. Deferred payment 

Students pay in arrears of the tuition (eg weekly, fortnightly, monthly). 

Fee protection is not necessary in such cases, as the student has not 
advanced any money. 

5. Student-based insurance 

1. The policy must not contain any non-disclosure clause(s) relating to 
non-disclosure by the provider that could be used by the insurer to 
declare the policy void and to prevent payment of claims. 

2. The policy must cover the full amount (100%) of tuition fees. The 
maximum liability is defined as the highest amount of Tuition fees 
that could be paid out at any one time. 

3. Pro rata refunds are made to students or alternative providers in a 
Course Closure Event. 

4. A standard trust must be used for the Refund Period, and a standard 
or static trust must be used to provide protection for homestay or 
accommodation payments and for living expenses. 

5. The insurance Supplier and its reinsurer have a credit rating no 
lower than A from Standard and Poors, or B+ from AM Best. 

 

 

 

 


