Student loans in Pakistan
A feasibility study and a proposal
for a IFC / NBP Student Loans Product
Results of the fact finding mission in November 2006

for the International Finance Corporation, Washington, DC, USA

Henk Dennert
Henk den Boer
Hans Vossensteyn
February 2007

Center for Higher Education Policy Studies (CHEPS)
University of Twente
P.O. Box 217
7500 AE Enschede
The Netherlands
T. +31 - 53 - 489 3809 / 489 3263
F. +31 - 53 - 434 0392
E. j.j.vossensteyn@utwente.nl
W. www.utwente.nl/cheps
C7HV041

Contents

1. Executive summary

5

2. Objective of the study

7

3. The November 2006 Mission to Pakistan:
Work schedule, itinerary and Contacts

9

4. The Pakistani banking sector
4.1. The Pakistani unsecured (private) loan sector
4.2. Products presently offered in the consumer loan market in
Pakistan
4.3. Exploring the willingness of Pakistan Banks to co-operate in a
new to establish loan scheme for Pakistan students

11
11
13

5. The Pakistani HE sector
5.1. General overview of Pakistan educational system
5.2. Recapitulation of the position of Pakistan Universities: student
numbers and educational costs
5.3. Exploring the opinions of HEIs in Pakistan on a new to establish
loan scheme for Pakistan students
5.4. The position of the HEC: Higher Education Commission

18
20

6. Parameters in a new to establish Students Loan Product
6.1. Introduction
6.2. The parameters

25
25

7. Possible scenarios for a SLP based on the 15 parameters
7.1. Scenarios investigated
7.2. Our proposal for an IFC related SLP

35
40

8. Annexes

45

17
17

1. Executive Summary
1. The fact finding mission was carried out from November 16 till November
26, 2006. Program officers were Drs H. den Boer and Dr H.G.Dennert.
Pakistani consultants were Sidat Hyder Morshed Associates Ltd in Karachi,
senior consultant was Mr Asad Hassan.
2. During the mission the cities of Islamabad, Karachi, Lahore and Rawalpindi
were visited. Consultations took place with 7 universities (5 private, 2 public),
4 banks and the Higher Education Commission.
3. Sidat Hyder Morshed Associates Ltd (SHMA) in Karachi in November and
December 2006 carried out a separate study on the consumer loans market in
Pakistan and the financial situation of students in Higher Education in
Pakistan. Some findings of this report are included in our report.
3. At the universities the need for a soft Student Loans Scheme was heavily
stressed. The Higher Education Institutions (HEIs) were definitely willing to
support any scheme by offering administrative services and willing to
participate in distribution and control. The willingness to share the risk related
to default of loans was minimal. The best some HEIs offered was a shared
risk scheme where at maximum 10% of the risk was covered by the HEIs.
Probably not incidentally this 10% matches the present obligation of HEIs to
spent 10% of their fee revenues in a student support scheme.
4. The banks, other than the NBP, were rather reluctant to take the lead in any
“soft” student loans scheme. Their business opportunities, also in the
unsecured loans market in Pakistan, are so lucrative, that participating in a
student loan scheme would only take place under severe pressure of the
State Bank of Pakistan. Two banks we spoke to were willing to participate in a
consortium of banks offering student loans, and were willing to dedicate part
of their unsecured loan portfolio volume to this scheme (some spoke of 1 or
2%, resulting in about PRs 1 - 2 billion per bank). But only under the condition
that they will be allowed to make a profit one way or the other and that the
government or an international agency covers the risks of the loan scheme.
6. Based on our findings and the answers on a questionnaire we distributed
among our Pakistani counterparts, we define 15 parameters relevant for the
loan scheme and we explored a number of possible loan schemes scenarios
based on the most likely values of these parameters. Looking at the available
amount of money and other relevant parameters given by the IFC, we
propose the, in our opinion most likely to be successful, option for a Student
Loans Product (SLP).
The main features of this SLP are: focus on undergraduate students in either
private or public HEIs following the bachelors program in engineering, ICT,
medicine, economics, marketing and management. A total loan scheme of 10
years of which 4 years tuition fees up to USD 1500 per year are lent,
disbursed directly to the HEIs. Repayment in two blocks: one block the first 5
years of the scheme with a yearly repayment covering the mark-up and a

small amount of the principal, a second block the last 5 years of the scheme
with a repayment (interest and principal) roughly three times as high as the
first 5 years. Parents are collateral during the whole period, but it is assumed
that the last 5 years the repayments are done by the graduated student. The
HEIs will refund 10% of the tuition fee of the participating students to the
scheme, thus lowering the burden for all parties. The mark-up on the loan
(here proposed at 17.5%) will be considerably lower than the present market
rates for private loans in the consumer loans market in Pakistan.
7. Details of the collaboration between IFC and the disbursing bank have to
be negotiated by the IFC in the next phase of the process of shaping the SLP.
To complete the study, IFC has to work out some more details with Pakistani
authorities (State Bank and HEC) and the Pakistani counterpart bank(s). So
we propose that the visit of the program director Tim Ryan to Pakistan will be
used to investigate where the State Bank stands with regard to their role in the
possible scenarios. Furthermore the role of the HEC (Higher Education
Commission), the role of IFC itself and the role of the present partner bank
NBP must be further defined.
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2. Objective of the study
Terms of reference (derived from the IFC document)
“KEY OBJECTIVES:
This project seeks to help the National Bank of Pakistan (NBP) to establish a
new asset class in the form of a student financing facility for private and
selected public universities in Pakistan. We expect the financing facility will
initially cater to support admissions at 5 carefully selected higher education
institutions, who will work in partnership with NBP to establish the appropriate
support systems and processes.
To establish such a facility it will be necessary to carry out a market survey
that will:
o Analyze the Current Status of Student Financing and unsecured
lending in Pakistan
o Analyze the Demand for Student Financing in Pakistan
o Survey educational institutions, assessing their potential interest in the
program and their willingness to provide financial support (e.g. tuition
discounts) and defining their role
o Define a workflow for origination, administration, servicing and
collection of loans identifying the role of all parties including NBP, the
university, the borrower, the student, and IFC
o Survey the consumer lending market in Pakistan, particularly
unsecured consumer lending. Identify products, features, volumes,
lending criteria, etc.
This Terms of Reference is for the appointment on an International Consultant
to work with the National Bank of Pakistan and the IFC to carry out such a
Market Study. To assist the consultant, the National Bank of Pakistan will
also appoint a local consultant or consultants at its own expense, to work with
the International Consultant appointed under this contract and provide local
assistance throughout the duration of the assignment. The NBP will also
make office support available to the International Consultant throughout
contract. ”

3. The November 2006 Mission to Pakistan: Work schedule, Itinerary
and Contacts
In the mission in the period November 16 - November 26, 2006 participated
Drs H.den Boer and Dr H.G.Dennert as consultants of the Center for Higher
Education Policy Studies (CHEPS) of the University Twente, the Netherlands.
The mission objectives included both an analysis of the current student
financing situation in Pakistan as well as an exploratory study towards the
feasibility of “soft” student loans in Pakistan. In other words, what financial
facilities are already available to higher education students in Pakistan and
would they, or their families, be prepared to take up (unsecured) loans to pay
for part of the costs of study.
During our visit we consulted with 7 universities (both private and public), with
4 banks and with the Higher Education Commission (see annex 1, Institutions
consulted with). The visits were throughout the country in Islamabad,
Rawalpindi, Karachi and Lahore. It was possible to speak with parents and
students during 2 visits at universities.
Due to the rather late decision to run the November 2006 mission,
appointments with the State Bank of Pakistan, with the Ministry of Education
and with some of the banks and universities we initially planned to visit were
either not possible or cancelled in a late stage. Also visits to Colleges and
Degree Awarding Institutions have not taken place at all.
In December 2006 the Pakistani consultants of Sidat Hyder Morshed
Associates Ltd. (SHMA) presented a report on the Pakistan educational
environment and on the unsecured loan sector in Pakistan. Although the
report is hampered by some inconsistencies and inaccuracies, this report
gives, together with the Higher Education Policy Note (HEPN) report of the
Pakistan Higher Education Commission (HEC), a rather solid quantitative
basis on our figures and calculations.
In section 7 we will present our views on a probably successful scheme for a
Student Loans Product in Pakistan. Hereafter we will report on:
A. The Pakistani banking sector
- Portfolio volume of consumer lending (4.1)
- Products presently offered in the consumer loan market in Pakistan (4.2)
- Exploring the willingness of Pakistan Banks to co-operate in a new to
establish loan scheme for Pakistan students (4.3).
B. The Pakistani HE sector
- General overview of Pakistan educational system (5.1/5.2)
- Recapitulation of the position of Pakistan Universities (5.3)
- The position of the HEC: Higher Education Commission (5.4)

C. Possible Parameters in a new to establish Students Loan
Product (6)
D. Our proposal for an IFC related Student Loans Product (7.2)
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4. The Pakistani banking sector
4.1. Portfolio volume of consumer lending
The consumer loan market in Pakistan has recently grown strongly due to
increasing wealth of the population, especially the upper middle class and the
higher classes. In general terms the personal loans are limited to PRs
500.000 (± USD 8000) except when the banks recognise either a good
guarantor as collateral or the loan is secured by real estate or material goods.
Personal loans can then mount up to PRs 2,500,000. Next to securities and
other collateral a number of rules apply for the Pakistan consumer loan
market, briefly summarized in the SHMA report.
SHMA give the following summary of the portfolios of the most important
banks with regard to the consumer lending market. Note that Standard
Chartered is omitted by SHMA, although number 3 in the unsecured loan
market in Pakistan, probably because they lack a nationwide system of local
branches. In table 1 the accumulated amount of consumer loans for the four
banks listed is about 11.5 billion USD. The total amount might be around 20
billion USD. We assume that the loan types described in 4.2.2. and 4.2.5. are
partially used to cover study costs, which brings us to the estimate that about
1 billion USD (=5% of the total volume) of the consumer loans in Pakistan
might be associated with covering study costs.
Table 1
Bank

Portfolio Volume x
PRs in ‘000

Portfolio Volume x
USD in ‘000

HBL
MCB
NBP *
UBL

50,556,118
180,322,753
235,376,558 *
204,810,470

842,602
3,005,379
3,922,943
3,413,508

* in the NBP Annual Report 2005 the number of Advances was stated as PRs 262,467,150 (*1000)

4.2. Products presently offered in the consumer loan market in Pakistan
Products which are offered as secured and unsecured retail products are:
4.2.1. Auto Finance
Features of this product are:
• Tenures ranging from 36 to 60 months.
• Financing of amounts up to PRs. 1.5 million.
• Insurance premium rates as low as 3%.
• Worldwide personal accidental insurance coverage for the entire family of
the lessee of up to PRs. 200,000
• Car choices of up to 1600cc (New cars only).

4.2.2. Flexi Loans
Features of this product are:
• Low mark-ups leading to affordable monthly instalments
• Mark-up slabs vary for various categories of salaried individuals.
• Financing from PRs. 10,000 to PRs. 500,000
• Tenures ranging from 12 to 60 months.
• Low processing charges.
• Full credit life insurance.
These loans are often (our estimate up to 30%) used for financing the study of
children.
4.2.3. House Finance
Features of this product are:
• The loan can be paid back in financing tenures ranging from 3 to 20 years.
• The repayment of the loan is in equal monthly instalments and is through
direct debit authority or post-dated cheques.
• Per party limit for all options, other than home improvement are at a
maximum of PRs. 7.5 million. Home improvement limits range from PRs.
500,000 to PRs. 3 million.
4.2.4. Credit card and cash line
Features of these products are:
Credit cards:
• Service fee/mark-up on cash transactions.
• 2.83% per month translated into APR (Annual Percentage Rate) of up to
34% calculated on daily unpaid balance from date of transaction.
• Service fee/Mark-up retail (Fixed APR).
Cash line:
• 2.83% for service fee/mark-up per month translated into an APR of up to
34%.
• Service fee/Mark-up retail (Variable APR).
• Up to 35% to 30% APR based on continuous revolving of per retail
transaction for six months or above.
Our information is that students from well off families sometimes use this
facility to cover immediate needs for financing a semester fee.
4.2.5. Advance Salary
Features of this product are:
• No collateral
• Insurance or processing fee requirements.
• Advance Salary provides disbursement in a short turnaround time.
• Very high mark-ups (up to 30%)
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This facility is sometimes used by parents to cover the tuition fee at the
beginning of a semester. In the monthly instalments they settle the balance
within 6 months.
4.2.6. Summary
Most of the consumer loans not associated with house finance and car
finance have a short term character and offer a solution for a liquidity problem.
The mark-up for these loans is considerable, ranging from over 20% to even
36%. Any product offering the same or better terms with a lower mark-up is
potentially a very successful proposition in the Pakistan consumer loans
market.
4.3. Exploring the willingness of Pakistan Banks to co-operate in a new
to establish loan scheme for Pakistan students.
During our visit we talked with 4 banks, NBP, MCB, Habib Bank and Standard
Chartered (recently merged with Union Bank).
Of these 4, NBP holds a separate and distinct position, being 75% State
owned and being negotiation partner for IFC from the start of the present
feasibility study. Also the local consultants involved, Sidat Hyder Morshed
Associates Ltd are closely related to NBP in the sense that they are the
“house” consultants of NBP and for them participating in this feasibility study
is just part of their overall involvement with NBP affairs.
NBP presently had two tracks where they facilitate students in Pakistan higher
education.
First, derived from former activities, they administer a fund of approximately
PRs 500 million of which the yearly revenues, some PRs 60 million are used
to provide interest free loans for Pakistan students in higher education based
on need and merit both. In this scheme some 1000 students receive support
on a yearly basis.
Secondly, in recent years they investigated the possibility to establish a
scheme of interest bearing student loans, they did some pilots together with
HEIs, but due to insufficient results in the reimbursement period, they
abandoned these experiments. Now, however, the NBP is eager to re-enter
the student loans market.
NBP has a nationwide network of branches (1244 in 2006) and is close to
both the lower and upper middle class families (the prime target group for the
loan scheme) on the one side, and the State bank of Pakistan and the
government on the other side.
NBP is big in the consumer market in Pakistan, with 1.1 million mortgages
(USD 1.2 billion), and a fair share in consumer loans and credit card facilities,
and recently also micro credits. Although the State is majority shareholder, the
bank strives for maximizing ROE and profit (in 2005 PRs 30 billion). Therefore
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a student loan scheme should, in the eyes of the bank, be profitable and with
covered risk.
Some of the parameters with regard to the student loan scheme the bank
holds dear are:
• The scheme must be geared towards successful students in the “hardcore”
studies as medicine, engineering, ICT and management
• The loans must cover at the maximum 100% of the tuition fees, in general
only 50% of the tuition fees. The money of loans will be transferred directly
to the HEIs (without passing the bank account of the students)
• The graduates (MA, MSc) in the faculties mentioned above will easily get a
job after graduation, making an initially monthly salary of PRs 20.000 to
PRs 50.000. This will enable them to repay at least PRs 6000 per month
after graduation.
• Immediate start of repayment (of at least the mark up) by student or his/her
parents in the second semester after the start of the loan scheme.
• The bank considers a total loan scheme period of 10 years reasonable, 4 to
5 years of loans, a short grace period of half a year and a repayment period
of 5 years.
• Risk coverage not by the bank, but either by an external agency like IFC or
by the State bank one way or the other.
• The bank thinks that a majority of the 1.2 million HE students in Pakistan
will be interested; they aim at 200.000 to 300.000 students actually taking
part in the scheme.
Starting a nationwide student loan scheme without the NBP seems to be not a
likely route. Also the other banks we spoke indicate that the NBP should be
part of the group of banks offering the student loans.
MCB and Habib Bank are the two other nationwide operating banks in
Pakistan; MCB with 1000 branches of which 800 very small, Habib Bank also
with over 1000 branches in Pakistan and a strong presence in HEI campuses.
Both banks have a fair stake in the consumer loans market in Pakistan,
although they did not gave exact figures, they indicated a market share in
consumer loans of about 15-20% each.
Both banks feel the pressure of the State Bank of Pakistan to do something
about facilitating student loans. But as they do not see a profitable market in
these, they are rather reluctant to commit themselves up front to a scheme of
soft student loans. They both express the willingness to participate in a
consortium of banks to facilitate the student loans, however in their view first
the State Bank or another agency should take care of the risk factor involved.
Also they specifically stressed the point that they are commercial banks and
need to make money out of every venture they go, a student loan scheme not
excluded. Facilitating the student loan scheme means in their view that the
government should give either tax credits or other tax incentives to the
participating banks. In return the banks can set aside 1 % of their reserves or
1 % of the total of their consumer loan portfolio to finance the student loan
scheme. The student loan scheme should have a revolving character (see
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Vossensteyn 2006), which means that after a number of years the annual
donation of the banks towards this scheme can gradually decrease.
We also spoke with a fourth bank, Standard Chartered + Union Bank. This
bank has only significant presence in the bigger cities of Pakistan with only
116 branches. The reason we talked to this bank is that they are market
leader in consumer loans in Pakistan, holding a market share of about 40% in
the unsecured loan market (personal loans and credit card loans).
They have seriously investigated the possibilities for launching a student loan
product, but decided not to do so. This because of their limited presence and
the fact that there are so many profitable opportunities in Pakistan for a
commercial bank nowadays, that a student loan facility in their opinion has a
limited priority.
Other remarks of the banks are, in addition to the points raised by NBP:
• When calculating the parameters for the student loan scheme, don’t
underestimate the gender effect (parents are more willing to be a collateral
for boys then for girls)
• The mark up should consist of the inter-bank rate, plus a compensation for
cost, risk and profit. Only if the risk and profit are compensated in another
way the mark up can be inter-bank rate plus 1.0 or 1.5 % (one bank says
3% is the minimum).
• The willingness of employers to take the burden of the instalments when a
graduate joins their company should be investigated.
• At this point in time the State Bank forbids unsecured loans exceeding PRs
500.000 person. Regulations like this should be reviewed at the same time
as the loan scheme starts.
• Although the loan scheme must not have too many degrees of freedom (to
make it cost efficient and easy to understand for students and parents), a
limited palette of choices for the student could be considered.
• One should seriously consider the establishment of a new entity, a
Foundation, to deal with the loan scheme or to act as the funding entity for
the banks who distribute the loans.
• The State Bank must also take a stand with regard to laying the burden of
the student loan scheme only on the participating banks or making all
banks in Pakistan at least financially co-responsible for the scheme.
• The role of the HEC must be further clarified (funding, supervising,
distributing?).
• To create a level playing field passing a nationwide entrance test should be
part of the qualification process for a student to get a loan.
Summarizing the position of the banks gives the following picture
A student loan scheme must be:
 Supported by the government / State Bank via money donations and/or
tax incentives
 Interesting for the banks (they need to make (be it a small) profit
 Risk spread over State Bank (biggest part), Banks and HEIs
 Available for all students in the so called “hard core” studies
 Covering not too long a period of time (11, 12 years max.)
15

 Distributed via the HEIs and banks together, with the bigger part of
registration/administrative burden at the HEIs
 HEC has a screening and supervisory role
 Students must qualify via screening on need and merit (sufficient entrance
level and academic progress during the study)
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5. The Pakistani HE sector
5.1. General overview of the Pakistani Educational system
Sidat Hyder Morshed Associates Ltd. (SHMA) presented late December 2006
to CHEPS a draft report on the situation in Higher Education (HE) in Pakistan.
For the numbers used in this paragraph we lean heavily on this report and on
the HEPN report presented to the Higher Education Commission.
Basically the Pakistani educational system provides for elementary and
secondary education from age 5/6 till 17/18, 12 successive years of
education. The vast majority of the children visit state subsidised schools, in
secondary education a considerable number of students visit private
institutions (up to 60%). In secondary education one finds twice a bifurcation;
after middle school (8 years of formal education) students may enter
Vocational Institutes or go on to high school and intermediate school. After
completing high school the second bifurcation appears, students may go to
Colleges in order to obtain either a vocational degree or to enter university at
a later stage. The other part of the students goes to intermediate school and
may enter universities or other bachelor degree offering institutions directly.
Normally the bachelor degree is obtained after 3 years of higher education
(e.g. B.Ed), 4 years (the majority of B.A. or B.Sc.) or 5 years (Medicine and
some honours programs). The master’s degree is provided by graduate
schools of various signatures like engineering, humanities, business &
economy, medicine, law etc. and it takes usually 2 years of study. After the
masters degree one can opt for various doctorates and for the M.phil. degree;
either in Pakistan or via study abroad.
The educational system is summarized in the graph in annex 2.
5.2. Recapitulation of the position of Pakistan Universities: student
numbers and educational costs.
Based on 2004 figures from Sidat Hyder Morshad, the number of students in
higher education (intermediate colleges included!) is about 1.7 million, of
which about 1.158 million in the Intermediate and Degree Colleges, about
195,000 in general Universities and 360,000 in Technical universities or
Colleges. All together the students are enrolled in about 3,200 institutions.
The Higher Education Policy Note (HEPN) of 2005 adds up to about 260,000
students in General and Science Universities, 70,000 in other HEI as
medicine, agriculture etc. in about 110 Universities. Further some 210,000
students in Degree Awarding and Affiliated Colleges. Our own estimates for
2006/2007 are about 400,000 students in 115 private and public Universities
and 250,000 students in Degree awarding and Affiliated Colleges plus
900,000 in all lower forms of post secondary education.
In our view the target market for a Students Loan Product (SLP) will be the
400,000 students in Universities (2006 estimate).

Looking at the SHMA numbers, when added up all General en Vocational
University students, they come at ±370,000 for 2005, a number in the same
magnitude as our ±400,000 for 2006.
The numbers in the SHMA report are not consistent as they report in their
table 1E a total of 423,000 students in Universities in 2004. Just recently we
got from the Higher Education Commission new data on the participation in
Higher Education. These data differ from earlier obtained data. Also because
in this list some relevant institutions like NUTS are omitted, in our analysis we
stick to the data from the HEPN report, the SHMA report and our own
investigations.
Generally speaking at this point in time less than 20% of the students in HE
are enrolled in private institutions. As the private institutions show a higher
growth rate than the public universities, in the coming years their share will
increase considerably. For 2010 we estimate that at least 35% of the students
in General and Vocational Universities will visit a private institution. So the
number of students in private institutions will be over 250,000 students in
2010.
Looking at the near future, the HEPN report of the Higher Education
Commission of Pakistan estimates nearly a 100% growth in student numbers
between 2005 and 2010 and a further doubling between 2010 and 2016.
Which means that, when we look at a SLP, the number of students in the
target group will grow from 400,000 now to 800,000 in 2010 and further to
±1.5 million in 2016?
Based on our own investigations, on the HEPN report and on the SHMA
report, with regard to the average costs for students participating in Pakistan
HE, we come to the following estimations (in USD) of the annual cost of study.
For the whole undergraduate study, to obtain a bachelors degree, one has to
multiply these numbers by 4.
Table 2
(All amounts in USD)
Undergraduate
Annual tuition
Study material
Housing and living
Total cost range
Graduate & Post Graduate
Annual tuition

Private

Public

1500 – 7500
100
400 - 1500
2000 - 9000

300 - 1500
100
400 - 1500
800 - 3000

2000 - 7500

500 - 1500

5.3. Exploring the opinions of HEIs in Pakistan on a new to establish
loan scheme for Pakistan students.
During our visit we talked with 7 HEIs, 2 public and 5 private Institutions.
All active in providing so called “hard core” programs (e.g. Medicine,
Engineering, ICT and Management) on an undergraduate and graduate level.
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One of the public institutes visited (National University of Sciences and
Technology, NUST) originates from military schools and only in the nineties
grew towards a more civil university. The other public university (COMSATS)
is rather young, established in 2000 and is specialised in Information
Technology courses. They are just recently awarded the university status. The
five private universities constitute a wide spectrum of specialisations, ranging
from Medicine (Aga Khan University), Arts and Languages (Beaconhouse
National University) to a variety of business schools, some old and very
prestigious like Lahore University of Management Sciences (LUMS), others
younger, established less then 10 years ago (Institute of Business
Management in Karachi and Lahore School of Economics). At some of the
universities we had the opportunity to speak also with parents and students.
Although the universities visited all catered for the academic better student
from the middle class or higher, even in this environment in all schools
payment of the fees is an issue for the students and their parents. The tuition
fee ranged from USD 1200 - 1500 per year in the cheapest (like COMSATS,
NUST) via approximately USD 2000 – 2500 per year (Beacon House, IBM,
LSE) to USD 5000 and more at LUMS and Aga Khan (Medical College). Next
to the tuition fee are additional costs like registration fee, examination fees,
study materials and housing and cost of living. These additional costs may
range from USD 1500 in the cheapest institutions till about USD 3000 in the
most expensive ones.
Middle class students come from families with a family income of PRs 30.000
to PRs 100.000 per month, making an annual income USD 6,000 to USD
21,000. The tuition costs for one child at the university therefore is a heavy
burden for a middle class family. If one takes into account that pre-university
education often is even more expensive, a middle class family with two
children in education may spend up to 50% of the family income on education.
All universities have need based support programs, some also merit based
programs. As all universities, by law, have the obligation to use at least 10%
of their fee income in supporting not well off students, most need based
support boils down to a waiver of the tuition fee for a certain percentage (25
up to 100%). In addition some universities offer grants also for housing and/or
other support. Some schools have merit based grants, where bright students
get a gift, often in order to follow a Masters or PhD Program or a study
abroad.
Next to the support programs initiated by the HEIs themselves, a number of
national support and grant schemes exist. The NBP offers support via interest
free loans to 1000 students per year (Qarz Hasna scheme). The HEC, via the
programs of US Aid (1000 scholarships), JACA (1500 scholarships) and HEC
self (300 scholarships) now supports 2800 students. This number might grow
towards 5000 in the next few years. So altogether in 2006 in Pakistan on a
yearly basis nearly 4000 students get support from one of the national
programs.
Two universities (LUMS and LSE) have experimented with a soft loan system,
but both schemes are terminated because of problems with the debt collection
19

after graduation. Although the institution has the right to mark bad debts on
the diploma, they are very reluctant to do so in order to protect the name and
fame of the institution. That is also why all institutions, without one exception,
stressed the fact that they are willing to do a lot of work with regard to
distribution and registration of loans in a soft loan scheme, but that debt
collection cannot be their business.
LUMS tried in 2005 to establish a student loan scheme together with one or
more banks in Pakistan. This proposal was discussed in 2005 with 8 banks
and the IFC. The outline of the LUMS scheme as proposed to the HEC and
IFC is given in annex 5. The Vice Chancellor of LUMS mentioned to us that
none of the banks was willing to co-operate in a loan scheme, probably due to
their reluctance to cover the default costs without compensation from other
agencies (State Bank, IFC?).
As an indication for the need of loans, the universities mentioned that at the
present time up to 15% of the students in the “hard core” faculties receive
support one way or the other. The need for soft loans will be far bigger, when
the intention of the Pakistani government is to open the possibility to study to
the lower middle class children and if they want to make study for more than
one child bearable for the higher middle class families. Also the need for soft
loans in the second phase of tertiary education and the PhD/Mphil is huge, for
here the support systems already existing fail entirely to meet the (potential)
demand for support.
5.4. The position of the HEC: Higher Education Commission
The most important lines of influence of the Pakistan Government on Higher
Education run via the Higher Education Commission (HEC), via the State
Bank & the Ministry of Finance and via the legislative and control lines.
In public Pakistan Universities the Chancellor of the University is either the
President of the Republic (Federal chartered institutions) or the Governor of
the Province (Provincial chartered institutions). The President of the Republic
also chairs the Chancellors committee, a body responsible for legislation on
higher education. This committee also appoints the Vice Chancellors
(=Rectors) of the different public universities.
In private Pakistan Universities usually a foundation is the highest authority of
the institution. The governors of the foundation usually count a fair member of
public officials; often at least 50% of the governors hold prestigious positions
in local, provincial or federal government.
With regard to funding all public universities lean heavily on support by the
Ministry of Finance. Usually the tuition fees are very low (from 75 USD up to
300 USD per year) and the fees contribute only for a small percentage to the
total budget of the university. Funding of the institutions comes from the
Ministry of Finance, but through interference of the HEC.
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The HEC (established only in 2002!) plays a major role in the educational
environment in Pakistan. It embodies functions with regard to funding of the
public HEIs, and in regulations and quality control it plays an essential role.
The HEC not only is the watch dog with regard to implementing federal laws
and regulations, it also is the supervisor of the specialised subject and quality
control councils as e.g. Pakistan Engineering Council. Next to distributing
funds to the HEIs, the HEC is also in charge of implementing the grant
systems of US Aid, Jaca and its own student support system and it influences
the Qarz Hasna student support scheme.
So the HEC has a position as the central axis in Pakistan Higher Education, it
plays a role in nearly every facet of regulation, funding, appointing senior
officials, quality control and student support.
Recently (June 2006) the World Bank together with the HEC published the
Pakistan Higher Education Policy Note (An assessment of the Medium-Term
Development Framework of the HEC). This document (HEPN) contains a
substantial analysis, both on the quantitative as well as the qualitative level of
the higher education situation in Pakistan. Looking at this very recent report, it
seems not justified to do over again all the work done by the World Bank, so
in our quantitative analysis of the present situation we will lean heavily on this
report.
The assessment starts with a fairly critical statement on the higher education
situation in Pakistan:
“Decades of neglect have drawn universities in Pakistan – and more generally the
higher education sub sector (HESS) – to levels which are incompatible with the
ambitions of the country to develop as a modern society and a competitive economy.
As it stands now, the sub sector does not compare well with its counterparts in the
region, and unless profoundly reformed, it may become an obstacle to the
continuation of the current rapid economic growth, instead of becoming its main
engine” ( HEPN-Report June 28, 2006)

Some facts and figures out of the report related to finance:
• The HEC has started a large number of systematic reforms after its birth,
aiming at the worst and most threatening issues in higher education,
reforms with regard to
- quality assurance,
- scholarship programs,
- standardisation of curricula,
- research and teaching grants for the HEIs operating in the fields of
Engineering, Science, Technology and Management, and
- resource allocation (funding formulas)
The reforms mainly benefited the universities. The affiliated colleges,
providing a fair number of students entering university at the second phase
of the undergraduate programs are not under direct purview of the HEC
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and hence have been somewhat neglected in the recent wave of reforms.
One has to bear in mind, however, that these affiliated colleges enrol at
least one out of three students in higher education in Pakistan. So a huge
part of Pakistan higher education (including Degree awarding Institutions,
DAIs, and Affiliated Colleges), still has to catch up with the progress
initiated with the launching of the HEC and its stimulating programs.
• The financial impact of the HEC has been enormous in Pakistan
universities. But, the growth of HEC expenditures has not largely succeed
the growth of the student population, and university costs being only 0.5%
of GDP, still a lot of progress has to be made. In 2006 Pakistan
government spends about USD 770 per annum per university student in
the public HEIs on average.
HEC spends an overwhelming majority (93%) of the recurrent budget on
University grants supporting the public HEIs. The allocation of funds is
done mostly via the recently proposed Funding Formula (addressing
enrolment, academic performance and some other variables). All parties
involved judge the outcome of the formula for the time being as just and
efficient. Overall HEIs depend for about 11% on fees. In the private HE
sector the percentage of fees in all revenues is at least 60% and may
mount up to about 90 %.
• An interesting point in the HEPN-report is the remark on creating a level
playing field between private and public HEIs. This could be done by
applying the same rules and regulations to both sectors, but also “by
expanding the need-based scholarship programs for students attending
private HEIs so as to boost access, a longer-term objective would be to
treat (financially speaking) public and private HEIs in a neutral manner”.
This could mean the introduction of a so called voucher system, where the
student, who academically qualifies for high quality tertiary education, is
given “in his or her backpack” a certain amount of the money the
government is willing to spend on tertiary education per student in order to
spend it either in a public or a private HEI. Thus, funding of tertiary studies
is not solely linked to the institutions, but partially linked to the individual
student who can spend the money allocated to him or her in the HEI of
his/her choice, regardless whether this HEI is public or private.
• The HEPN-report makes it perfectly clear that striving for the mid term
objectives means an increase of student enrolment from 1.2 million
students in 2006 to 2.3 million students in 2015 (Colleges included). The
total costs will rise from the present level of 0.5% of GDP to 1.4 % of GDP
in 2015. In the conservative assumption that the amount of money spend
by the government on higher education will remain more or less on the
same relative level, a huge gap rises between the projected costs and the
available government funding. Although the foreseen shift in enrolment
percentages (enrolment in private HEIs increases far more rapidly than
enrolment in public HEIs) shifts the burden of financing higher education
significantly, to fill this gap in public HEIs other sources of income have to
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be generated, as well as considerably cost saving actions to be taken. Also
a more sophisticated system of cost sharing by the students must play a
role. This brings us to the point of introducing a system of student loans as
a means both to enlarge the enrolment and to guarantee equity of access.
A student loan scheme will introduce a reliable student cost sharing tool.
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6. Parameters in the student loan system
6.1. Introduction
To make a potential private loans system viable in the perspective of multiple
actors involved one has to take into consideration a wide range of variables
that may drive such a system.
Possible parameters in the student loan system on which decisions have to be
made are:
1
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.

Public HEIs versus private HEIs
Study area as a discriminating factor in a loan scheme
Student level
The role of the Higher Education Commission (HEC)
Funding
Mark-up (interest rate)
Guarantee
Distribution
A merit or a need based system of offered loans
Secured or non secured loans
Loan period
Repayment period
Incorporation of present student support schemes
Voucher system
Penalty or reward for early repayment of the loan

In a questionnaire (see annex 2) we asked our Pakistani counterparts to
comment on the parameters listed above. Their views are incorporated in the
proposals we present in paragraph 7.
Some parameters offer the Pakistani government the possibility to regulate
the loan scheme. Other parameters can be used to obtain certain goals. For
example it is a political decision whether everyone should be able to enrol in
every field of study of one’s choice. Due to for example the needs of the
country, some fields of study can be prioritized.
We will indicate briefly the effects of every parameter on a possible loan
scheme.
6.2. The parameters
6.2.1. Public HEIs versus private HEIs
According to HEC in 2003/2004 there were 55 public and 51 private sector
recognized universities and Degree Awarding Institutions. The 2006 number
we found mounts up to 115.

The total enrolment in HEIs in 2006 is roughly 1.2 million students. Of these
we count approximately 400,000 university students. Enrolment in higher
education as mentioned in the HEPN report is summarized in annex 4.
In 2006 about 80% of the students are enrolled in public universities and 20%
in private universities. This constitutes a large shift between public and private
HEIs, the percentage being only in 2003 90% public versus 10% private. In
our study we do not differentiate between public HEIs chartered by the
Federal government and HEIs chartered by the Provincial government.
The tuition fees in private universities are generally speaking much higher
than in public universities, but costs of books and housing will not differ much.
The management of institutes which we have visited has given their estimate
about the yearly costs of the study at their institute (undergraduate level):
Table 3
HEI

private
Aga Khan
Beaconhouse
IBM
LSE
LUMS
public
NUST
COMSATS

Tuition
fee(USD)

Housing
#(USD)

Other
(USD)

Total per
year(USD)

Total in 4
years
USD)

7500
2000
2000
2500
5000

1000
1000
1000
1000
1000

1000
1000
1000
1000
1000

9500
4000
4000
4500
7000

38000
16000
16000
18000
28000

1200
1100

1000
1500

800
400

3000
3000

12000
12000

# When students stay at home or in subsidized hostels while studying the costs will be much lower.

When we look at the proposed student loan scenarios, we can make a choice
for either the private sector institutions or the public sector institutions; or for
all HEIs or for a selected group of institutions in which the selection is made
based on the study areas offered and not on the public/private criterion.
Both private and public institutions indicate the need for student loans. Our
counterparts in the discussions estimate that up to 50 % of all students might
be interested in the possibility to obtain a loan.
In order to reduce the risk to both lender and borrower, we suggest that the
maximum amount of the loan never exceeds 50% of the total costs of a study.
Normally the loan will cover at the utmost 100% of the tuition fee.
6.2.2. Study area/discipline as a discriminating factor in a loan scheme
Next to the question whether public or private HEIs or both denominations
should participate initially in the loan scheme, for Pakistan an important issue
is the study area for which a loan scheme should apply. Related to this topic is
of course the chance of a graduate to get a well paid job after graduation and
thus have the means to repay the loan in a relatively short period of time.
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Generally speaking one can group together study areas as Medicine,
Engineering, ICT and Management as studies most likely to produce
graduates with a high initial earning capacity (see also 6.2.12). Humanities,
vocational studies and teaching are study areas less likely to offer well paid
jobs after graduation. For this report we label the first group of study areas as
“hard core” studies to distinguish them from all other study areas.
In proposing a scenario for the loan scheme we have to decide whether or not
take all study areas into account, or focus initially on the “hard core” study
areas.
It is possible for the Government of Pakistan to influence the enthusiasm for
certain studies by directing the system of student loans in a certain way. For
example it is a political decision to make all studies equally accessible or by
giving priority to certain studies dependent on the established or perceived
need of the country.
When it seems to be to difficult to start the system of student loans in all
sectors of higher education, a practical solution might be to start the loan
scheme with certain study areas as a starting point.
6.2.3. Student level
A decision should be made about the type of student, who can apply for a
loan, i.e.:
- undergraduates
- undergraduates + MA/MSc
- only MA/MSc
- only MA/MSc/PhD
- Students abroad (mostly MSc/MBA/PhD)
The significance in this choice lies with the amount of money involved.
Financing only undergraduates opens the door for many students. Financing
undergraduates and graduates as well also stimulates equity, but is a costly
affair. Focussing only on graduates or post graduates limits the numbers and
will make financing easier, but might only improve inequity.
With regard to the last category (students abroad) it is important to decide
about the objectives of the system and the action taken to achieve those
objectives. When an objective is to get highly qualified staff in Pakistan, it is
important to think about the actions to take, in order to convince students who
went abroad for study to come back to Pakistan after their graduation. Or
even to force them to come back to Pakistan.
6.2.4. The role of the Higher Education Commission (HEC)
In section 3.4 we elaborated on the position of the HEC in the Pakistan
educational arena.
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If we focus on student loans, the role of the HEC might be one in:
• Rules and Regulations
HEC makes the rules and regulations with regard to the system of student
loans.
That results in decisions as:
- which study areas qualify for loans
- at which HEIs students may get a loan.
These rules and regulations enable the Pakistan Government to stimulate
some studies based on the country’s needs or on the country’s ability to
finance the loans.
• Funding
The question to answer is whether HEC as such will play a role in the
funding of the system of student loans. HEC can act as an organisation that
governs the money that flows from the government into the system of
student loans. Or not, and the money flow goes for instance via the banks
or a new to establish foundation.
• Accreditation
In order to have a system of higher education that is competing with the
international standards it is necessary that there will be an accreditation
body which will be recognized in Pakistan as the standard setting body.
HEC can play that role. It is also possible that an independent organisation,
apart from HEC, plays that role.
• Control and auditing
HEC can play a role in the control/auditing of the system of student loans.
6.2.5. Funding
The funding of the system of student loans can either be done by a new to
establish Foundation or done via yearly contributions.
In both cases the origin of the funding may come from parties listed below, in
any combination possible from one or more of the different parties:
- State Bank of Pakistan
- Ministry of Finance of Pakistan
- One or more of the commercial banks (inclusive NBP)
- The buffer existing at HEC
- A contribution from each participating HEI (comparable with the obligation
to replow to the students 10% of the tuition fees)
- Endowments
- International Finance Corporation or other International Agencies
The nature of the activities of IFC is such that no long term yearly contribution
can be expected.
The Pakistan commercial banks have given their reactions during meetings
with the consultants in which they seemed more or less reluctant to participate
because the market of soft student loans will not be a very profitable one,
while they can have very profitable market opportunities at the moment.
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6.2.6. Mark-up (interest rate)
A commercial mark up rate consists of the following factors:
- a basic interest derived from the KIBOR (inter bank rate)
- a margin for costs of say ± 1,5 to 2 %
- a margin for risk coverage
- a profit
The margin for costs depends on the activities a bank has to perform to get a
good accounting system in place with regard to the student loans, the number
of branches available to run the system smoothly, the amount of work done by
the HEIs etc.
The market for student loans is considered by the banks as a market with a
high risk, because the loans will be mostly unsecured, which will result in a
high margin for risk coverage.
The requested profit depends on the profit that can be made with investments
in other sectors naturally related to the risk factor in those sectors.
The banks visited by the consultants react differently on the question of a
possible participation in the system of student loans. NBP, MCB and Habib
Bank Ltd are positive, Standard Chartered is not interested.
When we look at the possible scenarios for student loans, risk coverage and
obtaining a normal profit seems to be most important issues.
6.2.7. Guarantee
In order to reduce the risks of the scheme for commercial parties involved
(banks), the risk can be reduced by a guarantee or another form of
compensation.
Possibilities are:
- The State Bank guarantees 100% of the risk
- The State Bank guarantees 50 or 60% of the risk
- A tax incentive by the Ministry of Finance (e.g. a tax waiver for the turn over
involved)
- An Insurance Fund created and funded by the government
- The Pay back of the loan guaranteed by future employer(s)
- A Guarantee by the HEC
or a combination of the above mentioned possibilities.
Commercial parties will be more interested in participating in the scheme of
student loans when risk is reduced to an acceptable level. The acceptable
level also depends on other business opportunities in the marketplace in
combination with the risk involved by these opportunities.
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6.2.8. Distribution
The distribution of the student loans can be done by:
-

The HEIs
Private banks, each operating separately
Private banks operating in a consortium
A new to establish foundation

When the distribution is done by banks, it is necessary to choose banks with a
nationwide branch-coverage in order to reach students in all areas of the
country. NBP, Habib bank and MCB all three have a nation-wide presence
and often even a branch on a university campus.
6.2.9. A merit or a need based system of offered loans
The philosophy of the Government of Pakistan will give direction with regard
to the question whether the student loan system should be merit or need
based.
When everyone should be able to attain higher education regardless of the
personal circumstances, a need based system should be a logical choice.
With a need based system as starting point there are still variables to decide
on:
- Assessment and screening of the needs.
What will be the parameters to decide on the level of loan needed by the
student and his/her parents. Several HEIs when now deciding on grants for
students, take the energy bill as a good measure for the needs of a family.
But tax return, other registered loans etc. can also play their part.
These criteria can be seen as a separate decision point in the set up of a
system of student loans.
- What percentage of the tuition fee will be needed as a loan? One has to
decide on 25%, 50%, 75% or 100% of the tuition fee. Nobody advocates a
loan scheme which surpasses the amount of the actual tuition fee for any
particular student.
- Is it desirable to build in a minimum entrance level requirement? As the
secondary education in Pakistan varies considerably in level and quality, an
equal level entrance qualification is necessary to exclude students with
bleak prospects of finishing the chosen education.
- Should a performance measurement be part of the assessment of
students? For all present grant schemes students only qualify if their
academic performances are good. There seems to be no point in not
applying this procedure in the student loan scheme.
With a merit based system as starting point, parameters should be developed
with regard to the necessary academic performance of the students and the
possible relationship with the needs of the students.
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6.2.10. Secured or non secured loans
Our starting point focuses on unsecured loans (with only the signature of the
students as borrower and the parents as collateral). In the past, secured loans
always have been possible, but at rather high costs for the family.
One should think about the possibility to incorporate secured student loans in
the scheme. By using the same distribution channels as the unsecured loans,
perhaps a system can be created where the secured loans are offered for a
lower mark up rate than the unsecured ones.
Loans can be secured by real estate, a piece of land, a house etc., or by
tangible assets. Loans can be guaranteed by parents or employers but in a lot
of situations this has to be considered as unsecured loans dependent on the
specific situation of the parents or the employers.
To lower the risks, and as a result lower the interest rate, banks prefer
collateral in the form of a mortgage on the house or on a piece of land.
6.2.11. Loan period
It is necessary to decide about the period during which a loan is provided to
the student. Is it during the whole period of the study or is it during a part of
the period? The loan period relates to the student level (6.2.3.), and so the
question is relevant if one offers a loan during a period of 2 years (e.g. only
Masters phase) or of 4 years (only undergraduate) or even of 6 years
(undergraduate plus graduate) ?
The area of study (6.2.2.) can also be decisive for the maximum number of
years during which a student loan is provided.
6.2.12. Repayment period
The success of a system of student loans is certainly dependent on the
chance to recover the money in a foreseeable period of time. That means that
there is a conflict between the position of the student, who will prefer a
repayment period of 10 or more years in order to diminish the influence of the
instalments on the family expenses, and the interest of the banks who want to
recover their money with as little risk as possible in a time as short as
possible. One can choose for a loan scheme with fixed repayment periods
depending on the number of years the student got the loan, or for flexibility in
the payback period.
The possibility to pay back the student loan depends highly on the salary of
the job after graduation. Different study areas have a different perspective
with regard to the entrance on the labour market.
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Earning ranges (monthly salaries) for graduates are estimated as:
Bachelors in education, nursing, humanities etc.
Bachelors in engineering, accounting etc.
Masters
MBAs

PRs 10,000  20,000
PRs 15,000  30.000
PRs 15,000  45.000
PRs 20,000  60.000

The level of earnings ultimately influences the repayment capacity, in order to
cover monthly instalments of PRs 4,000; one has to earn at least PRs 20,000
Parents we consulted had a careful reaction which leaded to the remarks:
- build in a grace period of 1 or even 2 years before payback starts
- start with the repayment of the mark up on the loan already during the
period of study
- the principle amount of the student loan should be paid back in at least 5
but preferably 6 years or more.
6.2.13. Incorporation of present student support schemes
Several higher education institutions and some banks have already schemes
in place to make higher education available for students and families who
cannot afford it. In section 4 & 5 we commented already on this fact.
For example National Bank of Pakistan (NBP) has a dormant fund of PRs 500
million, which enables them to give interest free loans to up to 1000 students
per year. Furthermore via the HEC some 2800 students receive grants and
via the HEIs up to 10% of the students get financial support one way or the
other.
A relevant question is whether all these support schemes should be
incorporated in a nationwide new system of loans, or whether they remain in
existence in addition to this new system of student loans.
6.2.14. Voucher system
In the review of the position of the HEC, the possibility of a voucher system
was mentioned. A voucher system enables students to change from one HEI
to another without loosing the academic results reached in the previous HEI
and also –looking at the student loan scheme- loosing the possibility to obtain
further loans in the student loan system. Although the voucher system is a
rather sophisticated addition to a student loan system, it is wise to consider
this possibility as an option on the forehand. We will not elaborate on this topic
any further in this document.
6.2.15. Penalty or reward for early repayment of the loan
People in Pakistan who want to do an early repayment on loans are in general
confronted with high penalties. This is related to the present high interest rates
on personal loans. Parties we spoke indicate that it is part of the nature of the
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Pakistan people to work hard to enable their children to get an education on a
level as high as possible with as little as possible debts. When a student loan
system will be created, some people will try to diminish the debts as soon as
possible. Part of the system should be a possibility to repay the loan with no
penalty or even a reward. Especially when the choice is made for a revolving
fund for financing the student loans, early repayment should be rewarded,
more than being punished.

33

7. Possible scenarios for a SLP based on the 15 parameters
7.1. Scenarios investigated
We will investigate 4 scenarios and in each scenario 2 options. The basic
parameter to create the 4 scenarios is the distinction between the types of
HEI: either
A. public, or
B. private, or
C. a selected group based on study area and academic level, or
D. all HEIs
In the options we have considered the option of all HEIs and all study areas.
We think that this will definitely be a scheme impossible to finance and
probably will also not serve the immediate need of Pakistan.
If we follow this line of thought, the possible options might be listed in the
tables hereafter. In these scenarios we have worked toward a presumed total
investment fund of approximately 5052.5 million USD.

Table 4
Scenario 1: Only Private HEIs
Parameter

Option 1

Option 2

Estimated number of
students
2. Study area
3. Student level

70,000

80,000

“hard core” study areas
Undergraduate

4. Role HEC

supervisor

“hard core” study areas
Undergraduate +
graduate
supervisor

5. Funding

To be discussed

To be discussed

6. Mark up

Kibor + 2%+?

Kibor + 2%+?

7. Guarantee
8. Distribution

Collateral student +
parents
Consortium of banks

Collateral student +
parents
Consortium of banks

9. Need / Merit based

Need based

Need based

10. Secured /not secured

Not secured

Not secured

11. Loan period

4 years

6 years

11a. Grace period

1 year

1 year

12. Repayment period

6 years

8 years

13. Incorporation present
schemes
14. Voucher system

yes

yes

To be discussed

To be discussed

No penalty

No penalty

35,000

40,000

4000 (11.4%)

3000 (7.5%)

2,500 USD

2,500 USD

10 mio USD

7.5 mio USD

5*10= 50 mio USD

7*7.5= 52.5 mio USD

15. Penalty / reward at
early payback
Number of interested
students 50%
Number of participants
In the SLP
Maximum amount of the
principle p/student p/year
Maximum amount of
money involved p/yr
Total amount of the
Facility (n years*amount)
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Scenario 2: Only Public HEIs
Parameter

Option 1

Option 2

Estimated number of
students
2. Study area
3. Student level

50.000

320.000

“hard core” study areas
Undergraduate

All study areas
Undergraduate

4. Role HEC

supervisor

supervisor

5. Funding

To be discussed

To be discussed

6. Mark up

Kibor + 2%+?

Kibor + 2%+?

7. Guarantee
8. Distribution

Collateral student +
parents
Consortium of banks

Collateral student +
parents
Consortium of banks

9. Need / Merit based

Need based

Need based

10. Secured /not secured

Not secured

Not secured

11. Loan period

4 years

4 years

11a. Grace period

1 year

1 year

12. Repayment period

6 years

6 years

13. Incorporation present
schemes
14. Voucher system

yes

yes

To be discussed

To be discussed

No penalty

No penalty

25,000

160,000

7000 (28%)

7000 (4.3%)

1,500 USD

1,500 USD

10.5 mio USD

7.5 mio USD

5*10.5= 52.5 mio USD

5*10.5= 52.5 mio USD

15. Penalty / reward at
early payback
Number of interested
students 50%
Number of participants
In the SLP
Maximum amount of the
principle p/student p/year
Maximum amount of
money involved p/yr
Total amount of the
Facility (n years*amount)

37

Scenario 3: A selected group of both private and public HEIs
Parameter

Option 1

Option 2

Estimated number of
students
2. Study area
3. Student level

70,000

80,000

“hard core” study areas
Undergraduate

4. Role HEC

supervisor

“hard core” study areas
Undergraduate +
graduate
supervisor

5. Funding

To be discussed

To be discussed

6. Mark up

Kibor + 2%+?

Kibor + 2%+?

7. Guarantee
8. Distribution

Collateral student +
parents
Consortium of banks

Collateral student +
parents
Consortium of banks

9. Need / Merit based

Need based

Need based

10. Secured /not secured

Not secured

Not secured

11. Loan period

4 years

6 years

11a. Grace period

1 year

1 year

12. Repayment period

6 years

8 years

13. Incorporation present
schemes
14. Voucher system

yes

yes

To be discussed

To be discussed

No penalty

No penalty

35,000

40,000

5000 (11.4%)

4000 (7.5%)

2,000 USD

2,000 USD

10 mio USD

8 mio USD

5*10= 50 mio USD

7*8= 56 mio USD

15. Penalty / reward at
early payback
Number of interested
students 50%
Number of participants
In the SLP
Maximum amount of the
principle p/student p/year
Maximum amount of
money involved p/yr
Total amount of the
Facility (n years*amount)
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Scenario 4: All HEIs
Parameter

Option 1

Option 2

Estimated number of
students
2. Study area
3. Student level

400,000

120,000

All study areas
Undergraduate

4. Role HEC

supervisor

“hard core” study areas
Undergraduate +
graduate
supervisor

5. Funding

To be discussed

To be discussed

6. Mark up

Kibor + 2%+?

Kibor + 2%+?

7. Guarantee
8. Distribution

Collateral student +
parents
Consortium of banks

Collateral student +
parents
Consortium of banks

9. Need / Merit based

Need based

Need based

10. Secured /not secured

Not secured

Not secured

11. Loan period

4 years

6 years

11a. Grace period

1 year

1 year

12. Repayment period

6 years

8 years

13. Incorporation present
schemes
14. Voucher system

yes

yes

To be discussed

To be discussed

No penalty

No penalty

200,000

60,000

7000 (3.5%)

5000 (8.3%)

1,500 USD

1,500 USD

10.5 mio USD

7.5 mio USD

5*10= 50 mio USD

7*7.5= 52.5 USD

15. Penalty / reward at
early payback
Number of interested
students 50%
Number of participants
In the SLP
Maximum amount of the
principle p/student p/year
Maximum amount of
money involved p/yr
Total amount of the
Facility (n years*amount)
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Based on the assumption that the interest is paid yearly by the debtors, we
assume that the total fund necessary for the student loans is solely dependent
on the total principal amounts requested, which will be after a period of 5
years when the payback starts.
In the table below we summarize the main figures of the 4 scenarios with each
2 options. Note that the outcome of the calculations is geared towards the
probable available amount of 50 mio USD of the Facility. If the facility is
enlarged, one way or the other, the initial number of participants may increase
in the same percentage as the Facility grows.
Table 5
Scenario 1

Scenario 2

Scenario 3

Scenario 4

N students
* 1000
Interested
students 50%

70

80

50

320

70

80

400

120

35

40

25

160

35

40

200

60

N participants
* 1000
% participants
of target group

4

3

7

7

5

4

7

5

5.7

3.7

14.0

2.1

7.1

5.0

5.8

1.7

2.500

2.500

1.500

1.500

2.000

2.000

1.500

1.500

10.000

15.000

6.000

6.000

8.000

12.000

6.000

9.000

10.0

7.5

10.5

10.5

10

8

10.5

7.5

5

7

5

5

5

7

5

7

50

52.5

52.5

52.5

50

56

52.5

52.5

Loan amount
per year USD
Total of the
principal p/st
Needed p/yr in
mio USD
N years to
finance
Amount of the
facility mio USD

The most important fact derived from the table is that with only USD 50 million
available, one can serve only a small percentage of the target group of
students. In our proposal as the most likely scenario to succeed in Pakistan,
scenario 3 option 1 or option 2 (see section 7.3), only 5 to 7% of the target
group is served. To serve say 25% of the target group, one needs at least 4
times the amount of money for the total Facility.
Based upon the scenarios mentioned above and the table presented here,
one can easily calculate other scenarios with other outcomes if one of the
parameters used (e.g. the amount of the principal) is varied.
7.2. Our proposal for an IFC related Student Loans Product (SLP)
Based on the parameters and scenarios discussed in the previous paragraphs
we will give our suggestions for the SLP. Largely the proposed scenario
resembles scenario 3 from the previous paragraph. Note that this proposal is
formulated after extensive discussions with Tim Ryan of the IFC and meets
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the requirements set by the IFC to embark on a profitable en successful
Loans Program in Pakistan. Not every parameter is as relevant as the other
to get an overall picture of a possible system. Therefore we only discuss the
most relevant parameters to illustrate the system.
 Type of institution and type of study.
We think that both public and private institutions can participate on the
loan scheme and that the type of study and the employment opportunities
are more important in the initial phase of the scheme. We suggest that the
Student Loans Product (SLP) will concentrate on those institutions and
studies offering the best career perspectives, e.g. engineering, medicine,
economics/business studies and ICT studies.
 To make things not too complicated we suggest that initially the scheme
will concentrate on undergraduate students in the above mentioned
studies as target group.
 The role of the HEC will be secondary, facilitating the introduction of the
scheme and offering legislative support.
 With regard to the funding we see three partners: the IFC, the
participating bank(s) and the HEIs. The HEIs will be asked to allocate
10% of the tuition fees of the students participating in the loan scheme to
the scheme itself.
 Basically, when offering a commercial product, the question of need
based or merit based is irrelevant. Anyone with proper academic
achievements and willing and able to meet the requirements with regard
to collateral/guarantee and repayment may cater to the SLP.
 Kibor as of December 5, 2006 for a period of 3 years is about 11,5 %, the
interest rate based on Kibor + a spread covering administrative costs, risk
protection and profit will result in an interest rate of 22 % or higher. In our
opinion a SLP with a total mark-up of about 17.5% will be an attractive
proposition in the Pakistani consumer loans market.
 Administration of the SLP will be in the hands of the participating bank(s).
They may ask the HEIs to assist in some registration and monitoring
tasks.
 Loan and repayment period. As the SLP will be focussed on
undergraduate students, the loan period will be 4 years as a maximum.
After a grace period of 1 year the repayment will be completed in 5
successive years; making the total length of the SLP 10 year maximum.
As expressed also by students and parents, we propose that during the
study period and the grace period instalments already take place, be it
that the level of the instalments is considerably lower than after the grace
period and basically covering the mark-up costs. In our view early
repayment should be possible without any penalty.
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 In the SLP we propose, the level of instalments after graduation are such
that the graduates can afford the repayments (instalments being 25 – 35%
of their salary).
Based on the assumption that at least the mark-up is paid yearly by the
debtors, we assume that the total fund necessary for the student loans is
solely dependent on the total principal amounts requested, which will be after
a period of 5 years when the payback starts.
In the table in annex 7 we summarize the main figures of the scenario
concentrating on the target group of the cohort of students (private and public
institutions) which coincide with the choices made in the parameters
described above.
Based upon the parameters mentioned above and the table presented here,
one can easily calculate other scenarios with other outcomes if one of the
parameters used (e.g. the amount of the principal) are varied.
In the December 2006 presentation of Tim Ryan and Nathalie Louat of IFC
some key features of a SLP facilitated by the IFC are listed. These are:
• The SLP must fit into the Pakistani banking and consumer loans market
• The SLP must be geared towards tuition with direct imbursement to the
HEIs (only Universities)
• The SLP must be launched together with one or more Pakistan banks who
will be responsible for handling the loans together with the HEIs
• The SLP will be granted to students based on needs and means (but of
course only to students who are accepted on merit base by the HEIs)
• Candidates for the SLP must have parents with a sufficient regular monthly
income and must have the outlook of obtaining a job after graduation which
will make the monthly repayments possible
• Risk on the loans must be shared between the HEI, the local bank and the
IFC. It is a preferable option to create either a State sponsored Foundation
or to involve the State Bank of Pakistan directly in the risk sharing
• The structure of the participation of the IFC will be in the form of a
securitization with two portions: first loss and senior risk
The facility will have (seen from the perspective of the IFC) an initial target
size of 50 million USD. In short the scheme was presented as below:
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Based also on the IFC points of view, we propose a SLP with the following
features.
Features of a SLP geared towards the Undergraduates programs in selected
private en public universities.
• Only Medicine, Engineering, ICT, Economics and Management to start with
• Distribution by consortium of Banks: NBP, Habib, MCB
• Disbursement direct to universities (per student a percentage of the tuition
fee up to 100%)
• Only students approved by the HEI involved, granted on request but only
for students with an appropriate academic level
• Parents are collateral during the whole period of the SLP (10 years)
• Attractive loan conditions, mark-up 17.5% based on the present Kibor.
• Repayment starts from year one: year 1 to 5 only mark-up, year 6 to 10
mark-up and the principal in equal instalments.
• Facility provided by IFC (and participating Bank(s).
• Facility of 50 million USD  4 year scheme + grace 1 year  10 million
USD p/yr available  only loans for 8333 students initially (1500 USD per
student/yr)
• Solid structured Debt Collecting Institution in place from the start of the
scheme.
A presentation of the money flows in this proposal is given in annex 6.
Annex 7 calculates disbursements and repayments, as well as costs and
profits of the SLP.
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Advantages for the three Pakistan parties involved are:
1. Students and parents
• Enhancing their possibilities to enrol in high quality and more expensive
HEIs
• Spread of (part of) the tuition costs over 10 years instead of 4 years.
• A loan product offering a considerable lower mark-up percentage than
the available short term loan products. This makes it an interesting
proposition also for the higher middle class and higher class families.
• Due to the structure of the repayments (low during the study, high after
the grace period after graduation) the monthly burden for the family and
the graduate is surely bearable.
2. HEIs
• Due to a student loans product the HEIs involved may have an
increased enrolment, also from categories of students which were
formerly not yet in the position to afford the study on the Institution.
• Even if the HEI contribution of 10% of the student’s fee is taken into
account, the increased enrolment will positively influence the market
position (competitive edge) of the HEIs toward interested students.
• The included academic screening will possibly attract more academically
qualified students.
• The own efforts of the HEI to support students can be geared more
towards other students on a need based basis.
• The involvement of the loan disbursing bank will lower the administrative
burden for the HEI with regard to the students involved.
3. Participating bank(s)
• An interesting new feature is introduced to the portfolio of the bank
• A potential very interesting group of new customers (after graduation
minimal upper middle class or higher class persons) is added to the
customer base of the bank.
• The co-operation with the HEIs may facilitate other involvements of the
bank in financing the HEIs (mortgages, real estate joint ventures etc.)
• The risk of the portfolio is partially limited.
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8. Annexes
Annex 1. List of visited institutions and banks

Higher Education visits
HEC (Islamabad)

Aga Khan University
(Karachi)
Beaconhouse National
University (Lahore)
COMSATS Institute of
Information Technology
(Islamabad)
Institute of Business
Management (Karachi)

Lahore School of
Economics (Lahore)

Contacts
Prof Dr Sohail H.Naqvi (Exec. Director)
M.Jalil Ahmed (Director General)
M.Ahmed Yahya Khan (Manager Statistics)
Al-Karim Haji (Sen
ior Director & CFO),
Mrs Shagufta Hassan
Mrs Laila Akbarali (Manager Student Affairs)
Sartaj Aziz (Vice Chancellor)
Mrs Dr Navid Shahzad (Dean)
Dr Arshad S.Malik, Registrar
Dr Ataullah Kalim, Provost
Talib S.Karim (Director academics & Business
Support Center),
M.W.Jahangar (senior manager Internal Audit &
Co-operate Affairs)
Dr Shahid Amjad Chaudhry (Vice Chancellor &
Rector)
Mrs Romana Noor Mphil (Senior Deputy
Registrar)
Prof.Dr Syed Zahoor Hassan (Vice Chancellor)
Asim Butt (Head Finance & Accounts)

Lahore University of
Management Sciences
(Lahore)
NUST National University Rear Admiral M.Mushtaq (Pro-Rector & Director
of Sciences &
General)
Technology (Rawalpindi) Tahir Saeed (Director General Finance)
Mrs Farukh Hassan MBA (Finance)
Habib Bank (Islamabad)
Saeed Akhtar (Senior Vice President Credit)
Khakan Ilyas (Commercial Credit)
MCB (Karachi)
Shahid Sattar (Senior Executive Vice President
Syed Taha Afzal (Senior Vice President & Credit
director)
Khanzada Yousaf H.Khan (Executive Vice
President & Business Head
NBP (Islamabad)
Abbas T.Bokharee (Vice President & Regional
Retail Head)

Annex 1 cont.

Higher Education visits
NBP (Karachi)

Standard Chartered
+ Union Bank
(Islamabad)
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Contacts
Kamran Rabbani (Product manager SME- Retail
Banking group)
Riaz Hussain MBA (Senior Vice President Credit
Head Retail)
Shamim Iqbal, Vice President (responsible for
student loan program)
Sameer Chishty (Head Consumer Banking
Pakistan)
Shehzad Hameed (Chief Executive Loans)
Shahid H.Qazi (Senior Vice President
International Business)

Annex 2, Pakistan educational system

Bachelor level, typically
after 16 years of formal
education
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Annex 3. Questionnaire on the Student Loan Scheme
Questionnaire concerning the feasibility study to create a system of student
loans in Pakistan. Survey by the IFC, consultants Dr. Henk Dennert & Henk
den Boer MBA, RA (CHEPS: Center for Higher Education Policy Studies,
University of Twente, The Netherlands, supervisor Dr. Hans Vossensteyn)
Please tick after each possibility the box yes or the box no as your opinion
and return the questionnaire to Henk Dennert (henk@dennert.nl) or Henk den
Boer (hdbfa@kabelfoon.nl).
Your help and assistance will be very much appreciated and taken into
account in our report to IFC beginning December 2006!
Paragraph 1: Participants
Indicate the institutions on which the loan scheme
should target
HEI’s: private
HEI’s: public  federal
 provincial
Medicine, Engineering,
ICT, Management/Econ.
All studies
Choose one of the options below as the target
group for the loan scheme:
Undergraduate
Undergraduate + MA/MSc
Only MA/MSc
Only MA/MSc and study abroad
Only MA/MSc/Mphil/PhD
Role of HEC:
Regulation and rules
Funding
Control / Auditing
Accreditation of studies / HEI’s
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Tick
yes no

Comments

Questionnaire concerning the feasibility study to create a system of student
loans in Pakistan. Survey by the IFC, consultants Dr. Henk Dennert & Henk
den Boer MBA, RA (CHEPS: Center for Higher Education Policy Studies,
University of Twente, The Netherlands, supervisor Dr. Hans Vossensteyn)
Please tick after each possibility the box yes or the box no as your opinion
Paragraph 2: The loans (properties, funding, Tick
distribution)
yes no
Funding via a new to form foundation;
Contribution to this foundation by:
State bank / Ministry of Finance
All Commercial banks
Participating Commercial banks
Existing HEC buffer
HEI’s (e.g. 10% of their fee income)
IFC
Other income sources as (see comments)

Comments

No foundation, but yearly funding by contributions
of:
State bank / Ministry of Finance
All Commercial banks
Participating Commercial banks
Existing HEC buffer
HEI’s (e.g. 10% of their fee income)
IFC
Other income sources as (see comments)
Compensation = mark up on the loans
Commercial rate (interbank+cost+profit+risk)
Non commercial rate (interbank + 1 or 1.5%?)
Risk covering structure:
State bank covers risk 100% in “cash”
State bank / Min. of Fin. 100% via tax incentives
State bank 66 %, banks + HEI’s 34% in “cash”
State bank 66 % tax incentives, banks/HEI’s 34%
Insurance company paid out of foundation
Participating banks + HEI’s 100%
Other possibility (please in comments)
Distribution via:
HEI’s
Participating Banks separately
Participating banks as a consortium
A new to form foundation
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Questionnaire concerning the feasibility study to create a system of student
loans in Pakistan. Survey by the IFC, consultants Dr. Henk Dennert & Henk
den Boer MBA, RA (CHEPS: Center for Higher Education Policy Studies,
University of Twente, The Netherlands, supervisor Dr. Hans Vossensteyn)
Please tick after each possibility the box yes or the box no as your opinion
Paragraph 3: Parameters concerning loan
scheme

Tick
yes

Loans availability on need or merit base
Need based but solid screening of need level
Only merit based (academic status/performance)
Available for everyone
Secured or not secured:
Unsecured (signature of students + collateral)
Secured (real estate, tangible assets)
Loan period max
2 years (only M)
4 years (=undergraduate)
6 years (= undergraduate + M)
Pay back period:
Mark up payment during study
Mark up + % principal repayment during study
Grace period 1 y after graduation B level
Grace period 1 y after finishing M level
Grace period 2 y after graduation B level
Grace period 2 y after finishing M level
Principal repay in 5 y > entering labour market
Principal repay in 6 y > entering labour market
Principal repay in 10 y > entering labour market
Penalty for early repayment principal:
Incorporation present programs:
Obligation to replow 10% of fee’s by HEI
Us Aid, Jaca, HEC schemes
Individual schemes of HEI’s
Voucher system:
Transfer of rights by student within public sector
Transfer of rights by student from publicprivate
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Comments
no

Annex 4: Table: Projection of University Enrolment by Area of Study,
2005-2015 (Source: HEPN-report, Table 18)

General
Science
General and science
universities
Agriculture
universities
Engineering
universities
Medical universities
Total
DAI & COE
Dist Education
Total, with Dist. Ed.

2004
2005
118,652 154,609
79,102 103,073

2010
347,647
231,765

2015
699,254
466,169

Growth
Rate
16.3
16.3

197,754 257,681

579,412

1165,423

16.3

22,033

26,806

4.7

64,688
90,735
38,422 43,094
8,222
8,907
11,987
15,303
260,141 326,579
678,120 1,298,267
25,407 31,903
66,244
126,825
159,257 175,183
282,133
454,379
444,805 533,665 1,026,498 1,879,471

7.7
5.6
14.8
14.8
5.0
12.4

15,743

16,897

Different sources with regard to the higher education sector give different
figures on the enrolment of students in higher education. A report of the
Ministry of Education about Tertiary Education in Pakistan in 2003/2004 gives
a total number of students enrolled of 803.480, divided in private sector
61.886 and public sector 744.594, while the Higher Education Commission in
their Higher Education Policy Note of 2006 gives the above mentioned
numbers.
Our spokespersons in November 2006 all mentioned a total number of
students in higher education in Pakistan (distant learning included) of about
1.2 million in 2006.
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Annex 5 LUMS student loan proposal
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Annex 6
Money Flow in a SLP:

Pak Foundation
Loan properties:
Kibor + costs
Grace period 1 year

HEC
Incorporation of present loan
schemes
risk protection
Reduction
tuition fee

Student
Parent / collateral

IFC
Senior-risk
protection

of

HEI
Fee

Disbursement

Repayment:
mark up during
study,
principal after
graduation in 6 yrs

10% risk protection

Bank or Bank consortium

Disbursement and repayment flows:
Cr risk unit

Bank

Cr Assesment
Disbursement

Loan
service
center
repayment

HEI
Student
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Annex 7. IFC / NBP SLP proposal: details and calculations
NBP Student Loan Program - Sample Scenario
Note: This Analysis follows only one cohort of student loans with a face value of US$50 million
(US$ 000s)
Loan Cohort Size
Disbursement schedule
Amortization schedule
Commitment Schedule
Average loan amount
# of Loans Disbursed
First Loss %
Default Rate

$6
8.333
10,0%
5,0%

Tuition Discounts from Schools

10,0%

Year 2

Year 3

Year 4

Year 5

Year 6

Year 7

Year 8

Year 9

Year 10

25,0%
0,0%
$12.500

25,0%
0,0%
$12.500

25,0%
0,0%
$12.500

25,0%
0,0%
$12.500

0,0%
0,0%
$0

0,0%
20,0%
$0

0,0%
20,0%
$0

0,0%
20,0%
$0

0,0%
20,0%
$0

0,0%
20,0%
$0

$50.000

Income
Interest Rate (including all fees &
amounts payble by the student)

17,5%

Expenses
Funding (KIBOR)
Administrative
Senior Risk (on senior portion only)
Front-end Fee (on successive tranches)

11,5%
2,0%
5,0%
1,0%

Commitment Fee (on undisbursed
tranche-amounts)

0,5%
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Year 1

Loan Balance and Data
(US$ 000s)

Year 1

Year 2

Year 3

Year 4

Year 5

"Per-Student" Loan Data (in actual dollars)
"Face-Value" Disbursements
as % of annual tuition cost ($2,500)

$1.500
60,0%

$1.500
60,0%

$1.500
60,0%

$1.500
60,0%

$0

Payments (P+I)
as % of annual salary after-graduation
Annual Salary ($5,000 growing p.a. at 10.0%)
Portfolio Principal Balance
"Face-Value" Disbursements
Defaulted Amount
Repayments
Principal Amount Outstanding - Net
Actual Disbursements (After Tuition Discounts)

$482
10,0%

$0

$567
--

$567
--

$567
--

Year 7

$0
--

$567
--

Year 6

--

Year 8

$0
--

Year 9

$0
--

Year 10

$0
--

$0
--

--

$1.699
34,0%
$5.000

$1.699
30,9%
$5.500

$1.699
28,1%
$6.050

$1.699
25,5%
$6.655

$1.699
23,2%
$7.321

$12.500
(625)
(3.265)
$8.610

$12.500
(625)
(2.388)
$18.097

$12.500
(625)
(569)
$29.404

$12.500
(625)
1.600
$42.878

$0
0
3.045
$45.924

$0
0
(6.386)
$39.538

$0
0
(7.552)
$31.986

$0
0
(8.931)
$23.055

$0
0
(10.563)
$12.492

$0
0
(12.492)
($0)

$11.250

$11.250

$11.250

$11.250

$0

$0

$0

$0

$0

$0
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Portfolio Operating Account
Payments
Annual Payments (P+I)
Interest
Principal

Year 1
$4.018
$753
$3.265

Year 2
$4.725
$2.337
$2.388

Year 3
$4.725
$4.156
$569

Year 4
$4.725
$6.325
($1.600)

Year 5
$4.725
$7.770
($3.045)

Year 6
$14.155
$7.769
$6.386

Year 7
$14.155
$6.603
$7.552

Year 8
$14.155
$5.223
$8.931

Year 9
$14.155
$3.592
$10.563

Year 10
$14.155
$1.662
$12.492

Income
Interest Income (beginning balance)
Total Income

$753
$753

$2.337
$2.337

$4.156
$4.156

$6.325
$6.325

$7.770
$7.770

$7.769
$7.769

$6.603
$6.603

$5.223
$5.223

$3.592
$3.592

$1.662
$1.662

Expenses
Funding Expense
Administrative Expense
Senior Risk Sharing Fee
Front End & Commitment Fees
Total Expenses

(495)
(86)
(200)
(125)
($906)

(1.536)
(267)
(621)
(125)
($2.549)

(2.731)
(475)
(1.109)
(125)
($4.441)

(4.156)
(723)
(1.698)
(125)
($6.702)

(5.106)
(888)
(2.095)
0
($8.089)

(5.105)
(888)
(2.095)
0
($8.088)

(4.339)
(755)
(773)
0
($5.866)

(3.432)
(597)
(1.367)
0
($5.397)

(2.360)
(410)
(901)
0
($3.672)

(1.092)
(190)
(350)
0
($1.632)

Annual (Deficit) / Surplus

($152)

($212)

($284)

($377)

($319)

($319)

$736

($173)

($80)

$30

Cumulative (Deficit) / Surplus

($152)

($364)

($648)

($1.026)

($1.345)

($1.663)

($927)

($1.101)

($1.181)

($1.151)

$0
$1.250
($625)
0
$625

$625
$1.250
($625)
0
$1.250

$1.250
$1.250
($625)
0
$1.875

$1.875
$1.250
($625)
0
$2.500

$2.500
$0
$0
0
$2.500

$2.500
$0
$0
0
$2.500

$2.500
$0
$0
0
$2.500

$2.500
$0
$0
0
$2.500

$2.500
$0
$0
0
$2.500

$2.500
$0
$0
0
$2.500

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

First Loss Reserve Account
Beginning Balance
Tuition Discounts
Less: Provisions
Senior Risk Call
Ending Balance
Cumulative Senior Risk Called
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$0

Year 1

Year 2

Year 3

Year 4

Year 5

Year 6

Year 7

Year 8

Year 9

Year 10

($152)
($625)
$1.250

($212)
($625)
$1.250

($284)
($625)
$1.250

($377)
($625)
$1.250

($319)
$0
$0

($319)
$0
$0

$736
$0
$0

($173)
$0
$0

($80)
$0
$0

$30
$0
$0

Total Deficit Funding Needed

$473

$413

$341

$248

($319)

($319)

$736

($173)

($80)

$30

Cumulative Surplus / (Defecit)

$473

$886

$1.227

$1.474

$1.155

$837

$1.573

$1.399

$1.319

$1.349

Portfolio Summary
Operating Account
(-) Defaults
(+) Tuition Discount Savings
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