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The information in this guide is for full-time students starting a higher education course in 2012
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Introduction

No Rannel, youOre guinea pigs
for a new and dilerent system

of paying for university. Worse
still, these changes are massively
misunderstood, not just by young
people but by many parents,
teachers and right across society.

WeOve seen protests in the street
and spit Bying between politicians
P so you couldnOt be blamed for
being put o! by the whole thing.
Yet while itOs not all Bowers and
chocolates, few have discussed
the actual practical everyday
impact on your pocket, and that

isnOt nearly as harsh as many fear.

The loudest shouts have yelled that some 2012
starters will leave University with a monstrous
£50,000 of debts to their name. | wish | could

say that wasnOt true, but if you take the maximum
loans over three years it is. However, that bgure
is mostly meaningless, since student loans are
one of the very few areas where the price tag
bears little resemblance to the real cost.

This is because your repayments depend solely

on how much you earn once you graduate.
Regardless of what you borrow, if you choose

a career that isnOt highly paid, you wonOt need

to repay much at all B some wonOt pay a penny.
Whereas earn big bucks and youOll pay back more
than you borrowed, but obviously will have more
cash to pay it with. Some call it Ono win, no feeO.

So forget the headlines. The aim of this booklet is
to give you enough information to understand how

much YOU will repay. After all, if you donOt know how
much it costs B how can you work out if itOs worth it?




Before you go to University

Whether to go to university or not will be one of the biggest
decisions of your life. And like all big decisions, it can seem pretty
scary. You need to think about where to go, what to study b and
if you can alord it. While we canOt help you decide about the brst
two questions, we can give you a quick answer to the thirdE

If you want to go to
x university, then you
" CAN afford to go.

pretty huge D like up to £9,000 to pay upfront when you earn enough
in tuition fees per year, before
you even begin to think about

OK, some of the costs seem No-one has 2 You only repay

AE The government will provide Once you leave university you
[y e quever, BelolE loans for your time at university only repay the loan if you earn.
you §tart vv_orrymg about where so itOs not like you or your If not, you donOt repay. And
youOre going to bnd the money,  yarents have to save up all if you never earn enough
remember two big facts: the money beforehand. (although we hope for you that

you do) you never repay a thing.



Before you go to University

WhHEIRENRS
are avallable?

o Tuition Fee Loans e Maintenance Loans

Applications for loans and grants need to be done separately
to your UCAS application. You can normally apply in the
January before you go to university and you donOt have to

wait until youOve got a conbrmed place to apply. Applications
are made to the Student Loans Company through the Student
Finance England website www.direct.gov.uk/studentbnance




Before you go to University

What do tuition
fees pay for?

Universities and colleges need to be paid for.
They have to pay sta! to teach and assess you,
keep buildings in good condition and provide
facilities such as libraries and laboratories.
Over recent years itOs been decided that rather
than the taxpayer paying, students should

pay if they earn enough after graduating.

A £9.000 course wonOt
always cost more
than a £6,000 one

It sounds odd, but itOs true. If youOre planning

to go for a course just because itOs cheap, itOs
important you understand this brst. Once you add
in maintenance loans many students who ARENOT
higher earners after university wonOt repay in full
even on £6,000 courses, which means thereOs

no additional cost in going for a £9,000 course.

Try www.studentbPnancecalc.com which allows
you to see whether itOs likely youOll be someone
who repays or not and see theHow do | repay
the loans? section for more explanation.




Part-time students repay tuition fees in the same way

You don®t have to take a loan

26000 £9.000
A



While youOre at University

Of course paying for the fees isnOt everything. As
well as Pnding innovative ways to cook baked beans
b and whatever youQOre there to study B managing
your money is one of the most important things
youOll learn at university, especially if you donOt
want to eat those beans EVERY night of the week.

So the big question is -
where does the money for
day to day life come from %

Like everyone else, students should not spend more
than they earn, and knowing how much income
youOll have is essential. Once you get the information
back from Student Finance England you should

know exactly how much youQll be getting each

year, making it easier to plan your spending. Most

of your income will come from one of bve places:



While youOre at University

o Maintenance loans

are to help you pay for food,
rent and other living costs.
They are paid into your
student bank account in three
instalments D one at the start
of each term and are repaid
just like tuition fee loans.

The maximum amounts are:
£5,500 for students living away
from home outside of London
£7,675 for students living

away from home in London
£4,735 for students living at home

Any full-time student can
apply for up to 65% of the
maximum amount. How much
of the remainder you get
depends on means testing .

e Maintenance grants

do not need to be repaid. £3,250
is available to students with a
household income of £25,000
per year or less, and students with
a household income between
£25,000 and £42,600 will be
able to get some grant, although
the higher your household
income the less you get. You can
only get a maintenance grant

if you make a means-tested
application for funding. If you
gualify for a maintenance grant,
the amount of loan you receive
will be reduced (the amount of
loan that is taken away makes
up part of your grant, meaning
youOve less to repay overall).

" Gecton o

why and
to cho0s®

e Bursaries and scholarships

are extra cash provided by
universities and colleges, or other
organisations like charities and
businesses, which you donOt have
to pay back. Not everybody can
get a bursary or scholarship, and
they are awarded to dilerent
students for dilerent reasons

b like your household income
and how well youOve done in
your exams. Ask your choice of
university what extra funding they
provide and how you can apply.

Some universities might o'er
you a reduction on your fees
b or a fee waiver b instead.

If you are given a choice, with
everything else being equal, it is
usually better to go for a bursary.



While youOre at University

4 Part-time job

S Contributions from parents

Many students supplement their
cash when studying by getting
a part-time job or working in
the summer holidays. This can
make a big di'erence to the
lifestyle you can alord B and
many also provide valuable
skills that are helpful for getting
a job later. Do think realistically
about how much time you will
have for work though, so that

it wonOt damage your studies.

Your parents may also decide to
give you money if they can alord
it. However itOs also worth noting
that the amount of maintenance
loan you get depends for most
people on their parentsO income;
those who come from wealthier
homes get a smaller loan. This is
done because your parents are
expected to contribute. So if you
donOt get the full loan, while there
is no way to force them, and they
are not legally required to give
you money, it is certainly worth
having the conversation with them .
in advance about whether theyOll

contribute. Feel free to show

them this paragraph if it helps. ()




While youOre at University

Q

What doesn®t count Not all debt is the same

as your income? . o
ItOs easy to think, OlOve got to

get a student loan, why not
borrow a little more?O but you
have to understand how special
@ student loans are. No other
loan only needs you to repay

if youOre earning enough.

With others, itOll never go away,
theyOll chase you even if you
canOt alord it P the interest is
higher and will multiply at speed.
Be very careful about taking

any other form of borrowing.

Doing a budget is crucial

This is where you match up what money is coming in with
what is going out. ItOs incredibly important or you may end
up having a great brst week splashing the cash b then

spending the rest of term struggling to survive.

Of course, itOs tough right now to work out exactly what youOll
spend on things like books, transport, course equipment and
partying. Plus, there are other costs people often forget, like
TV licence or toilet roll (none of which are much fun to buy, but
are even less fun if youOre caught without them at the wrong
time). Once you know what your situation is why not try

/ o www.studentcalculator.org.uk , a free interactive tool to help you.




After University

How do | repay the loans?

This a long time away, but itOs worth understanding now. Once
youOve graduated (or even if you dropped out) you may worry
that youOve got an enormous debt hanging over you.

But donOt panic! You donOt have to repay a penny until
you get a job and are earning more than £21,000 a year.

Once youOre past that point youOll pay back 9% of everything
you earn above £21,000. So if you earn £22,000, as itOs one
grand over the threshold, youOll pay £90 of it a year.

What youOll pay back

Monthly repayment  Yearly repayment \

£20,000 £0 £0 E
£25,000 £30 £360 3
£30,000 £67.50 £810 '?
£35,000 £105 £1,260 :

A STTTITT T AN R Ry \‘\\

1tOs worth thinking about this for a second. It means the amount you
repay each month ONLY depends on what you earn, not on how
much you borrowed in the Pbrst place (though borrow more and

it may mean you repay more in total and over a longer time).



After University

Actually you wonOt even see this cash.

where you have
to hand over the cash, with student loans,
if youOve got a job your employer takes the
amount you owe from your salary each
month (itOs called a Opayroll deductionO) in
the same way they do with any tax you need
to pay (see the Q&A section at the end for
what happens if youOre self employed).



After University

You will pay interest on your student loan as soon
as you take it out, at the rate of in3ation plus

an extra 3% a year. How much interest you pay
after studying depends on how much you earn.
Afterwards, interest starts at the inf3ation rate
(when you earn less than £21,000) and goes up to
inRation plus 3% (when you earn over £41,000).

Interest is added to what you owe: itOs not ﬂ . . .
an upfront fee and it wonOt alect how much Wh at IS |nﬂat|0n’?
you pay each month. However, it might mean

: - InRation is a measure of the rate at which
paying for longer and paying more overall.

prices change over time. Usually, though not
always, they are increasing. So if inf3ation
is 4%, then a basket of shopping costing
..!!lpr £100 this year will cost £104 next year.
4
Therefore, if the interest on a loan is set at the
rate of inRation itOs like saying you were lent
a Obasket of shoppingOs worth® of money this
year, but when it comes to repaying youOd only
have to give the cash thatOd buy that same
--:’]IV' basket back. This means your actual spending

power hasnOt been diminished by taking out
@ the loan so it hasnOt cost you anything.



After University

Vg Cad

The loan iIs wiped thirty
years after you graduate

Whatever you borrow, regardless of what youOve repaid, in
the April thirty years after you graduate the loan is wiped.

You wonOt owe another penny. So even if you havenOt repaid
everything you borrowed, the rest of the debt is gone.

What happens if | donOt get a job,
lose my job or take a career break
(V)
If your income ever falls below £21,000 a year, or if you donOt

get a job, lose your job or decide to take a career break,
your repayments will simply stop, no questions asked.



Q&AS

Q. How does means testing work?

A. Means testing is used to
decide how much Pnancial help
you are entitled to. For most
students itOs based on the joint
income of your parent(s) before
tax (they are allowed to take

o! their pension contributions
and some allowances for each
of your younger siblings, if you
have any). If you have a lot of
savings in your own name this
will also be taken into account.

There are a few situations that
mean the testing is based on
your own income (and your
husband, wife or civil partner if
you have one) including if you
are over 25, or have bnancially
supported yourself for more
than three years, have no living
parents or are caring for a child.
See the Direct.gov link at the
end for more information.

Q. If my parents are divorced/
separated whose income is
means tested?

A. If this is the case in your family
the income of the parent you
live with most of the time will be

used (if thatOs not clear, this is
normally the parent who claimed
child benebpt for you before
university). If the parent you
mainly live with remarries or has
a cohabiting partner, their joint
income will then be looked at.

Q. Will the student loan go on
my credit file?

A. Whenever you apply for a
Pnancial product which involves
lending you money, be it a bank
account, contract mobile phone
or monthly paid car insurance,
the company youOre applying to
will check your credit bPle to help
decide if they want to lend to you.
Your Ple is a record of things like
how much debt you already have
and whether you have missed
payments on credit cards or utility
bills. Having a lot of outstanding
debt on your ble can make it
hard to get a loan or credit card.

Unlike other loans, student loans
wonOt appear on your credit Ple,
so lenders wonOt know about it
unless they ask B and they often
wonOt. Even if they do, though,
in the bigger scheme of things

due to how itOs repaid itOs only
likely to have a limited impact
on your ability to borrow.

Q. Will it be more difficult to get a
mortgage later?

A. Once youOre earning enough to
repay the student loan youOll have
less income than if you didnOt have
it, so this will have a minor impact
on your ability to get a mortgage.
However, itOs worth noting that
this has always been the case.
One of the few advantages

of the new 2012 system is,
because you repay at £21,000,
compared to current graduates
who have to start repaying

when they earn £15,000, youQll
actually have more money in

your pocket. Therefore, in the
early years, compared to now, itOs
actually a minor improvement.

Q. If weOve got the money should we
simply pay and not take the loan?

A. If you or your parents decide

to pay your tuition fees without
taking a loan thereOs a few things
to bear in mind. 1tOs debnitely a
bad idea if you or your parents are



Q&As

borrowing the money elsewhere
to do it b as student loans are
a very cheap long-term form of
borrowing, and you only have to
repay them if you earn enough.

Even if you used savings, itOs
worth remembering that if,

as an extreme example, you
never earned over £21,000
youOd have electively paid that
cash for no reason b as youOd
never have needed to repay
the loan. This is a complex
subject though, so if youOre
serious about doing it, for more
information on the pros and cons
see www.moneysavingexpert.
com/students2012

Q. Why does a bursary beat a
fee waiver?

borrowing. So as one is a certain
gain, and the other a Oyou may
benebt in the future but might
notO, the choice is a no brainer.

Q. How do you pay back the debt
if self employed?

A. If you set up your own
business or work for yourself
your repayments will be collected
via HMRCOs Self Assessment
scheme. This means you will
need to make payment at the
appropriate deadline to fulPl
your legal obligations. If you

do not pay, HMRC will pursue
you for any amount overdue.

Q. If IOve got savings or other
earnings after | graduate do
they count?

Q. Do | still have to repay if |
move abroad?

A. Yes is the simple answer. YouOre
still obliged to repay the student
loan based on 9% of all earnings
above the equivalent of £21,000
in the country you are in and

can face a Pne if you donOt. By
taking out the loan you have a
contractual relationship to repay
it. You may have heard that some
people donOt repay loans when
they move abroad. If that happens
itOs because there are practical
di"culties in the government
pursuing them for the money B
but that doesnOt stop them being
responsible for paying it back.

Q. What happens if | drop out
of university?

A. Unless you earn a higher
salary on graduation, a fee
waiver is unlikely to reduce

the amount you repay at all. So
while it may feel like your fee
and debt is lower, there may well
be no material impact on your
pocket. Yet a bursary will provide
cash now, which could reduce
the need for any commercial

A. If you have additional income
of £2,000 or more from savings
interest, pensions or shares
and dividends, this will also be
treated as part of your income
for repayment purposes and
youOll need to repay 9% of that,
again via self assessment.

A. If you donOt complete your
course, any tuition or maintenance
loan you have taken up to that
point will still need repaying.

The repayments and interest
work in the same way as if

you had done the course D in
other words you repay 9% of
everything earned above £21,000
from the April following the

three years after you started.



Q&AS

Q. What happens to the loan if | die?

A. While it sounds morbid, itOs
worth knowing that if you die, or
are permanently injured, the rest
of your loan is wiped, meaning
your kids or parents will never
have to pay it on your behalf.

Q. Can | pay back the loan
more quickly?

A. The government has said that
you will be able to repay the
loan early. Yet it is considering
adding penalty charges if you

do so (still undecided at the

time of publication) which could
make it much more expensive.

Q. Is the £21,000 threshold fixed?

A. The threshold will start to rise
with average earnings from 2017.
In other words, as the amount
people earn increases (and
prices go up due to infRation)

the £21,000 salary level rises in
proportion so youOre electively
paying the same each year.



Further reading

Bright Knowledge
www.brightknowledge.org

- the essential guide to careers,
education and student life

MoneySavingExpert
www.moneysavingexpert.com/students2012

- key facts and bgures about student
Pnance and tuition fees

DirectGov

www.yourfuture.direct.gov.uk/

- information about applying to

university and student Pnance

OR www.direct.gov.uk/studentbnance for
details on applying for grants and loans

NASMA
www.NASMA.org.uk

- the National Association of Student Money
Advisers who work in universities, student
unions and further education colleges

NUS

WWWw.Nus.org.uk

- National Union of Students, a voluntary
membership organisation which
represents the interests of students

UCAS

www.ucas.com

- the organisation responsible for managing
applications to higher education courses in the UK

See our other guides for specific details






