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result, the credibility and effectiveness of the power is reduced, undermining its policy 
objective of incentivising OBBs to engage with Inland Revenue. 

Summary of options considered for addressing the problem 
In November 2025, the Cabinet Economic Policy Committee invited the Minister for Universities 
and the Minister of Revenue to report back on options to improve OBB compliance [ECO-25-
MIN-0202 refers]. 

The short-term option identified as most likely to improve compliance was to address the 
current limitation in the arrest-at-border provision, so that it operates as a more credible 
incentive for borrowers to engage with Inland Revenue and resolve their default. 

The options considered are: 

• Option one – Status quo.

• Option two – Allow Inland Revenue to rely on prior engagement if the borrower does
not engage with the notification (preferred option).

• Option three – Remove the knowledge requirement (creating a strict liability offence).
Is the Minister’s preferred option in the Cabinet paper the same as the preferred option in 
the RAS? 
Yes 
Summary of the main benefits of the Minister’s preferred option 
Revenue information:  

it would strengthen the credibility of the arrest-at-border power 
and reinforce the incentive for borrowers to engage with Inland Revenue and meet their 
repayment obligations. 

If more borrowers engage earlier and resolve their default, Inland Revenue may spend less time 
on repeated unsuccessful contact attempts and enforcement preparation. 

Any increase in repayments or reduction in administrative costs has not been quantified 
because it will depend on borrower behaviour. 
Summary of the main costs of the Minister’s preferred option 
For those OBBs that refuse to engage with Inland Revenue to resolve their default, they may be 
reluctant to return to New Zealand if they are concerned that they may be arrested at the 
border when they leave. 

To the extent the number of arrests increases as a result of this amendment, there are 
resourcing costs for Inland Revenue, Police and the courts. However, given this power is used in 
a targeted way and as a last resort measure,  

 therefore, these costs are expected to be minimal.  
 

 
Does the RAS indicate that the benefits of the Minister’s preferred option are likely to 
outweigh the costs? 
Yes. The RAS indicates that the benefits of the Minister’s preferred option are likely to outweigh 
the costs. 
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8. The arrest-at-border power is a last-resort tool and is exercised on a case-by-case basis. 
This targeted measure is applied to the worst cases of default, while also acting as a 
deterrent to the wider group of borrowers. The credible threat of arrest is intended to 
encourage persistent defaulters to engage with Inland Revenue and resolve their default.  

9. To obtain a warrant to arrest, Inland Revenue must prove to the court that the borrower 
has committed an offence (under section 162A of the Student Loan Scheme Act 2011) and 
is about to leave or attempt to leave New Zealand. The key parts of the offence are that the 
borrower:  

o is in default of their overseas-based repayment obligations, and 

o has been notified (section 211) of this default, and 

o has knowingly failed or refused to make reasonable e orts to pay or arrange to pay 
by the date specified in the notification. 

10. Proving this offence is difficult if borrowers avoid engagement with the notification,  
 

3 This limits the effectiveness of the power  
 

11. Discussions with Inland Revenue operational staff indicate there can be difficulties 
delivering the notification, and demonstrating that the borrower has viewed and 
understood it. While Inland Revenue does not record cases where a warrant was not 
sought, in these cases operational staff have indicated that this is a reoccurring issue.  

12. The difficulty with engaging the OBB with the notification has contributed to a wider 
reluctance to use the power in certain cases, particularly because of the cost involved in 
pursuing borrowers who are deliberately attempting to avoid the notification.  

 
 

What objectives are sought in relation to the policy problem? 
13. The objective of this proposal is to restore the original policy purpose of the arrest-at-

border provision, that is to prompt borrowers to engage with their repayment obligations 
by creating a credible risk of enforcement when they return to New Zealand. 

14.  
 

 
 The main purpose of the amendment is to strengthen the 

credibility of the power and increase the incentive for borrowers in default to contact 
Inland Revenue and resolve their debt. Borrowers can enter into instalment arrangements 
to repay overdue amounts and, in some circumstances, may be able to negotiate relief 
from late payment interest and core interest. 

What external consultation has been undertaken? 
15. The Ministry of Justice, New Zealand Police, and the Treasury were consulted on this 

proposal. The Treasury had no comment.  

16. New Zealand Police noted that, if the number of arrests remained at a similar level, the 
impact on New Zealand Police would be minimal. However, if the amendment results in 
an increase in arrests at the border, it could increase operational pressure at airports to 
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the borrower was aware of the debt and knowingly failed to engage. This helps manage 
potential Bill of Rights concerns and makes the preferred option more proportionate than 
a strict liability approach, and more effective than the status quo. 
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Total one-off benefits None identified No material one-off benefits identified One-off Policy analysis. 

Additional costs of preferred option compared with taking no action 

Increased financial 
pressure on some 
OBBs in persistent 
default to resolve their 
debt. 

Not quantified. 

Low to moderate. The impact is limited to 
non-compliant borrowers who remain in 
default despite Inland Revenue’s earlier 
efforts to contact them and get them back to 
compliance. 

Ongoing 
Policy analysis; borrower research; 
Inland Revenue operational 
experience. 

Possible reluctance 
for some borrowers in 
default to return to 
New Zealand. 

Not quantified. 

Low.  
 

 some borrowers may be concerned 
about enforcement when attempting to leave 
New Zealand. 

Ongoing 
Policy analysis; assessment of 
borrower impacts. 

Potential human 
rights impacts for 
borrowers in 
persistent default. 

Not quantified. 

Low to moderate. The proposal may raise 
issues relating to the right to be free from 
arbitrary arrest and detention, the right to 
natural justice, and, to a lesser extent, the 
right to freedom of movement because it 
strengthens an existing arrest-at-border 
power. This is mitigated by the targeted 
nature of the proposal, the last-resort nature 
of the power, and the retention of the 
requirement to demonstrate borrower 
knowledge and knowing non-engagement. 

Ong 

oing 

Policy analysis; Ministry of Justice 
stressed the importance of Inland 
Revenue demonstrating that the 
borrower had sufficient knowledge 
of their student loan obligations and 
knowingly chose not to comply 
before the power can be exercised. 

Possible operational 
impacts for Police and 
the courts if arrests 
increase. 

Not quantified. 

Low. New Zealand Police noted potential 
operational pressure if arrests increase. 

 
so any additional 

Ongoing 

New Zealand Police consultation 
feedback; Inland Revenue 
expectation that the power will 
remain used in a targeted way. 
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pressure is expected to be limited and 
manageable. 

Implementation 
costs. 

Not quantified. Expected to be 
met within existing baselines. 

Low. Implementation would involve updating 
operational guidance and processes for 
assessing prior engagement and reasonable 
efforts to engage through the notification 
process. 

One-off 
Inland Revenue implementation 
assessment. 

Total annual costs Not quantified. 
Low, unquantified ongoing costs expected, 
partly offset by potential reductions in Inland 
Revenue administrative effort. 
 

Ongoing 
Policy judgement based on the 
evidence above. 

Total one-off costs 
Not quantified; expected to be 
met within existing baselines. 

Low One-off 
Inland Revenue implementation 
assessment. 

Net impacts compared with taking no action 

Total annual benefits 
minus costs 

Not quantified. 

Expected to be positive overall. Ongoing 
benefits are expected to outweigh the low 
ongoing costs, particularly if earlier borrower 
engagement reduces Inland Revenue’s 
administrative effort. 
 

Ongoing Overall cost-benefit assessment. 

Total one-off benefits 
minus costs 

Not quantified. 
Expected to be slightly negative. One-off 
implementation costs are expected to be low 
and met within existing baselines. 

One-off Overall cost-benefit assessment. 












