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Background

1. Under the Industry Training Act, The Tertiary Education Commission (TEC) can enter funding agreements with Industry Training Organisations (ITOs) for training programme which meet certain criteria.  Before entering funding agreements, the TEC must consult with the New Zealand Qualifications Authority (NZQA). 

2. Cabinet has agreed: 
that in order to receive funding for the costs of any trainee, ITOs will need to provide [the TEC] with evidence that the trainee has a training agreement with his or her employer which is intended to lead to the achievement of a National Certificate or equivalent qualification. [refer Cabinet minute ETE (95) 37 - 16 May 1995] 
3. Prior to June 2000, ITOs were required to produce a variety of material to support their applications for funding approval such as training and assessment resources.  NZQA was also consulted on each application.  
4. In June 2000, the operational policy was amended to eliminate duplication of the quality standards and process which ITOs must meet to register their qualifications with the NZQA.  ITOs must now complete, and fulfil the requirements of, a Training Programme Approval template (previously called Section 10 Application template), including verification of the Notification of Registration from NZQA. 
Industry Coverage

5. An ITO’s industry coverage is set out in the Gazetted Coverage statement which recognises the ITO, under Section 5 of the Industry Training Act.  Effectively, this is a ‘license to trade’ within this industry coverage – to set skill standards and to manage the delivery of industry training leading to those standards. 
6. Under the Industry Training Act, the TEC cannot fund ITOs for the setting of standards or for the management of training for employers or employees who fall outside this recognised industry coverage.  However, within its coverage, an ITO can be funded by the TEC to manage and assess the delivery of any training which meets TEC criteria provided: 
· it has the appropriate accreditation from NZQA; or 

· where it intends to purchase training entirely from a provider accredited by NZQA to assess that training. 

7. In most cases, an employer’s prime activity determines which ITO has coverage of that employer.  In these circumstances, employers and employees must use the ITO recognised for that industry for this prime activity.  
8. In some cases, the employer’s activity may cover more than one industry.  Therefore, more than one ITO may have coverage of this employer.  In these circumstances, the employer may register trainees with a number of ITOs.  
9. An ITO which covers the employer’s prime activity may also be able to receive funds from the TEC to manage that employer’s industry training which falls within another ITO’s coverage (or the coverage of a NSB).  To do so, the ITO must have the appropriate accreditation as set out above, and the employer must agree.
10. The ITO can however only be funded to use this accreditation within its industry coverage.  The TEC will not fund ITOs for activity outside their coverage. 
11. The TEC encourages ITOs with overlapping coverage to co-operate with each other as much as possible, particularly to reduce compliance costs for employers and employees.  The TEC would support the development of protocols among ITOs about appropriate policy and behaviour when ITOs manage training for qualifications which have been set by another ITO.

Minimum Training Agreement Credit Value
12. Prior to 2001, all Training Agreements were required to be for a minimum of 12 months and be for at least 20 credits on the NQF. These requirements were intended to ensure that employers and trainees were committing to training of some substance.

13. The 12 month minimum requirement constrained seasonal workers from accessing the Industry Training Fund.  In practice, various exceptions were been permitted so that some seasonal industries could arrange systematic training leading to National Qualifications.  It also meant that some trainees were completing their 20 credits in less than 12 months but had to remain registered with the ITO to meet the 12 month requirement. 

14. From 1 January 2001, the requirement for a minimum term of 12 months for a training agreement no longer applied. However, to protect the substance of the training, the requirement that training agreements should be for a minimum commitment of 20 credits to be completed within 12 months remains.

Training Agreement Requirements
15. The Training Agreement defines a structured training process between an employer and an employer. The requirements of a Valid Training Agreement is defined in the Industry Training Funding Schedule: 

Valid Training Agreement means a written training agreement that: 

(a)
in the case of an Eligible Trainee who is:

(i)
employed, is part of or linked to an employment contract entered into by the trainee and his/her employer pursuant to the Employment Relations Act 2000;

(ii)
a member of the New Zealand Defence Force, is between the member and the New Zealand Defence Force;

(iii)
a volunteer, is between the volunteer and the host organisation of the volunteer; 

(iv)
a self-employed contractor, is between the self-employed contractor and the organisation he/she has the principal contract for services with; and


(b)
is intended to lead or relate to the achievement per annum of at least  20 National Qualification Framework credits; and


(c)
provides for:

(i) industry training that has been approved by us; or

(ii) an equivalent programme of industry training that has been recognised by us under section 18(a) of the Industry Training Act; and


(d)
is registered with you;

16. The TEC does not have a Training Agreement template that must or should be followed.  A training agreement must however contain the following details for auditing purposes:

(a) The training programme (i.e. details of the National Certificate etc)

(b) Parties (trainee, employer or organisation with outlined contractual obligations).  

(c) All training agreements require the signatures of the parties, i.e. trainee and employer, self-employed trainees and principle contractors.  For the New Zealand Defence Force the Commanding Officer is authorised to sign.  These signatures may be electronic provided they meet the requirements of the Electronic Documents Operational Policy. 

(d) Performance Measurement System (PMS) requirements – (see Industry Training File Specifications document). 
National Certificates

17. National Certificates recognise skills and knowledge that meet nationally endorsed unit standards.   National Certificates may be used across all levels up to and including level 7, but are typically used for industry training qualifications at Levels 1 to 4.  A National Certificate must comprise a minimum of 40 credits at Levels 1-7. 
18. The TEC will approve for funding purposes National Certificates which meet the following criteria.

· The National Certificate may cover any skill, but must be for the use of employees (and where appropriate, volunteers and self employed contractors,) within the ITO’s current gazetted industry coverage.

· The ITO has accreditation from NZQA to register workplace assessors for the qualification and/or will be using providers accredited to assess the unit standards.

· The National Certificate must be unit standard based and registered on the National Qualifications Framework. 

19. The process for gaining the TEC’s approval to fund national certificates which meet these criteria is as follows. 

· ITOs need to apply to the TEC using the TEC’s Training Programme Approval template (previously called Section 10 Application template stating the National Certificate for which funding approval is sought and its level and credit value.  
· The application should confirm the ITO’s intention to use the qualification within its industry coverage and state the status of the ITO concerning accreditation to register workplace assessors for the relevant scope of that qualification and or its intention to use an accredited provider.

· With the application, ITOs must supply proof that the qualification has been registered on the NQF including confirmation of the level and credit value and, where appropriate, the accreditation of the ITO to register work place assessors.  This could, for example, be a copy of the approval letter from NZQA stating that the national certificate is current and has been registered on the NQF.

National Diplomas

20. National Diplomas recognise skills and knowledge that meet nationally endorsed unit standards.  A National Diploma must be registered at Level 5, 6 or 7, and have at least 120 credits of all credits contributing to the qualification at Level 4 or above. 
21. Prior to 2002, there was a restriction of the funding of industry training qualifications above Level 4 of the National Qualifications Framework (NQF).  In August 2001, the Minister announced that the restriction would be lifted on a trail basis with effect from 1 January 2002.  The funding of qualifications above Level 4 was made permanent in 2004 [Cabinet minute SDC Min (04) 7/2 refers].
22. From 1 January 2002, with the lifting of the exemption of qualifications above Level 4, ITOs were able to apply for programme funding approval for National Diplomas. 

23. The TEC will approve for funding purposes National Diplomas which meet the same criteria and application process as National Certificates (as outlined above).  ITOs need to apply to the TEC using the Training Programme Approval template (previously called Section 10 Application template.

Limited Credit Programmes (LCPs)
24. In addition to granting approval for national certificates, the TEC has agreed to fund Limited Credit Programmes (LCPs).  LCPs are packages of unit standards that form part of an existing National Certificate, and are intended to introduce employers and employees to industry training. The intended outcome is that trainees will eventually be signed into national certificates
25. The rationale for LCPs, as presented by ITOs, was that many employers are initially reluctant to commit to a longer term training arrangement, particularly where they had not previously been involved with structured training.  By providing a ‘taster’, employers would recognise the benefits of structured industry training and progress to full national certificate programmes.  

26. The criteria for LCPs were established and implemented in June 2000.   The criteria are designed to:
· ensure that LCPs are  consistent with the Government requirement that all  training programmes funded by the TEC must lead towards the achievement of a national certificate or equivalent qualification [refer Cabinet minute ETE (95) 37 - 16 May 1995];

· ensure that LCPs do in fact mean that trainees are well placed ultimately to attain the national certificate;

· encourage employers to commit to the full national certificate. 

· provide ITOs with a degree of flexibility in the way they develop their LCPs to meet industry needs.

27. The criteria are as follows.

· The LCP must be for use within the ITO’s current gazetted coverage.

· The LCP must form part of an existing and registered national certificate, for which the ITO has TEC approval, at levels 1 to 4 of the NQF.  In addition, at least 70 percent of the credits for the LCP must:

· be at levels 1 to 4 of the NQF (i.e. up to 30 percent of the credits could be at level 5 and above); and

· be attached to unit standards which form part of the compulsory component of the qualification (ie up to 30 percent of the credits may be drawn from elective unit standards);

· The LCP must be for a minimum of 20 credits and a maximum of 70 credits and in all cases must be less than 50% of the credit value of the national certificate to which the LCP leads.  

· ITOs will need to provide information regarding the make-up of the LCP, such as a list of the unit standards proposed as part of the training programme.

· The TEC reserves the right to decline to approve LCPs which, while meeting the above criteria, do not comply with the spirit of the concept of LCPs which are intended to encourage employers and employees to achieve national certificates relevant to their industries.
28. The TEC will approve for funding purposes LCPs which meet the criteria  outlined above.  ITOs need to apply to the TEC using the Training Programme Approval template (previously called Section 10 Application template)
Supplementary Credit Programmes (SCPs)
29. In addition to granting approval for National Certificates, the TEC has agreed to fund Supplementary Credit Programmes (SCPs). An SCP allows trainees who have already completed a national qualification to undertake additional unit standards to upgrade or widen their existing qualifications. 
30. ,There is often a need for trainees who have completed a national certificate or diploma  to complete an additional set of unit standards to keep pace with changes in the workplace. These changes are often as a result of technological upgrades, improved efficiencies and widening skill requirements.  SCPs allow ITOs to develop small packages of credits for people who had already achieved a qualification but need to supplement it to take into account these changes.
31. Prior to the introduction of SCPs in 2003, trainees were either excluded from completing additional requirements or the ITO was forced to sign trainees into a full qualification without the intention of fully completing it.  This led to unnecessary administration and had the potential to distort trainee achievement outcomes.
32. SCPs are designed to: 

· enable a trainee to undertake additional unit standards to upgrade or widen their existing qualifications without having to re-sign into a full qualification

· provide ITOs with a degree of flexibility in the way they develop their SCPs to meet changing industry needs.

33. The approval criteria for SCPs are as follows:- 

· The SCP must be for use within the ITO’s current gazetted coverage.

· The SCP must form part of an existing and registered national certificate or diploma, for which the ITO has Section 10 approval.  

· The SCP must be for a minimum of 20 credits and a maximum of 70 credits.  

· ITOs will need to demonstrate how the SCP is required to keep pace with changes in the workplace:

· changes in industry requirements, e.g. technology changes

· changes in the structure of the qualifications, e.g. strands added to the qualification

· changes to an individuals circumstances, e.g. additional unit standards required in relation to the qualification they have been awarded

· ITOs will need to provide a list of the unit standards proposed to make-up the SCP.

· Trainees must have completed either the qualification to which the SCP is attached or an equivalent Trade Certificate to be eligible to undertake the SCP
34. Currency or renewable qualifications such as first aid do not fall within the parameters for SCPs. 

35. As with all other training programmes approved by the TEC, applications must be in writing to the TEC using the training programme approval form.  

Above Level 4 Qualifications
36. As noted above, prior to 2002, there was a restriction of the funding of Industry Training qualifications above Level 4 of the NQF.  In August 2001 the Minister announced that the restriction on the funding of ITOs for qualifications above level 4 on the NQF would be lifted on a trial basis, with effect from 1 January 2002.  The funding of qualifications above Level 4 was made permanent in 2004 [Cabinet minute SDC Min (04) 7/2 refers]. 

37. The lifting of the restriction came with some provisos:

· The total volume of training to be funded from the Industry Training Fund for qualifications above level 4 is not to exceed 10% of the total volume of training funded by the Industry Training Fund.

· The volume of training for any one ITO is not to exceed 10% of its total volume of training funded by the Industry Training Fund.

· The TEC can approve a volume of training in excess of 10% for qualifications above level 4 for any one ITO, on an exception basis, provided that the 10% limit for the Industry Training Fund as a whole is not breached.

38. Cabinet has directed the TEC to ensure that the total volume of training to be funded from the Industry Training Fund for qualifications above level 4 does not exceed 10% of the total volume of training funded by the Industry Training Fund. 
39. To assist with managing this, in March 2002 Skill New Zealand developed and distributed the criteria against which ITOs must apply for an exemption to increase the volume of training above level 4 beyond 10% of total volume. The criteria are consistent with Government objectives to increase participation of under represented groups in industry training and expand industry training into industries or industry sub-groups where structured NQF based training is relatively new or is expanding into new areas.  
40. The total volume of training to be funded from the Industry Training Fund for qualifications above level 4 has not exceeded 10% since the introduction of the policy in 2002.  As a result, ITOs have not been required to formally apply for an exemption.
41. As the total volume of training above level 4 has steadily increased over recent years
, in order to manage the total 10% limit ITO must apply for an exemption against at least one of the criteria in their Profile, beginning with the 2007-09 profile. 
Criterion 1: Under-represented Groups

42. In evaluating an application for exemption, the TEC will factor in the impact of the purchase of additional volume above level 4 on the participation of under represented groups in industry training.

43. ITOs need to outline if and how any proposed increase in volume above level 4 will result in an increase in the representation of under-represented groups in structured NQF based training. Relevant evidence for this criterion must include:

· the demographic characteristics of the trainees likely to utilise the additional volume above level 4, and

· the impact the additional volume above level 4 will have on the representation of under-represented groups for the trainees registered with the ITO 

Criterion 2: New or Expanding Areas

44. In evaluating an application for exemption, the TEC will factor in the impact the purchase of additional volume above level 4 will have on industries or industry sub-groups where structured NQF based training is relatively new or is expanding into new areas.  Relevant evidence for this criterion must include:

· details of current participation rates within industries or industry sub-groups where structured NQF based training is relatively new or expanding into new areas who are likely to utilise the additional volume above level 4, and

· the impact the additional volume above level 4 will have on participation within these industries or industry sub-groups.

Other information - impact on existing programmes

45. The Minister has charged the TEC with the task of monitoring the impact that lifting the level 4 restriction may have on existing programmes currently being offered by providers.

46. ITOs will need to outline in their application the possible impact on existing programmes currently being offered by providers that an exemption to increase the volume of training above level 4 beyond 10% of total volume may have. Relevant information should include:

· details of existing programmes currently being offered by providers (if any), comparable to the programmes the ITO proposes to offer,

· if the group(s) targeted in the application are currently accessing existing programmes, and if so, why the ITO is now offering alternative programme(s),

· what discussions have been held with the provider(s) regarding these programmes, 

· what impact, in terms of student numbers, an exemption to increase the volume of training above level 4 beyond 10% of total volume may have on existing programmes currently being offered by providers.

47. The TEC will evaluate the application against Criterion 1 and/or 2. In addition, the TEC may wish to discuss with applicants any possible negative impact on existing programmes currently being offered by providers an exemption to increase the volume of training above level 4 beyond 10% of total volume may have. Once finalised, the outcome of the evaluation process will be advised to ITOs in writing.
48. The TEC reserves the right to decline an application for exemption if, in approving such an application, the total volume is likely to exceed 10% of the total volume of training funded by the Industry Training Fund. Should this occur, approval may be granted for a lesser volume to ensure that the 10% maximum is not exceeded. 
49. Note that any approval will not increase the overall contracted volume of STMs. All applications are made in the knowledge that an increase in volume above Level 4 must be found within existing allocations. 
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	Mechanism
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� See also : Employer Choice Policy, and Dispute Resolution Procedure (in Draft form only Dec 05)





� Total volume of training above Level 4 funded by the Industry Training Fund was 3% in 2002, 4% in 2003, 5% in 2004, and is 6% in 2005, and 7% in 2006.
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