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Statement of Service Performance

of the Tertiary Education Commission
For the year ended 30 June 2007

This Statement of Service Performance has
two parts:

+ Commentary on work contributing to the
TEC's intermediate outcomes and strategic
priorities as stated in the 2006/07 Statement
of Intent (Part A).

»  Output expense performance, incorporating
fund and programme performance (Part B).

The TEC's intermediate outcomes

The TEC links its work through to this wider
outcome framework through our intermediate
outcomes which are:

» Access and Achievement - all learners have
the opportunity to achieve their potential.

» Relevance - learning and research that meets
the goals of our country, our communities
and industries.

+ Excellence - effective and innovative
teaching, learning and research.

+ Capability — developing the capability of
the tertiary education system to deliver the
tertiary education strategy.

Tertiary Education Commission Annual Report 2007

These intermediate outcomes contain additional
detail on important aspects of the end state that
the TEC's work impacts on. They also represent
outcomes the TEC can directly influence

through effective output delivery which will
significantly contribute to the achievement of the
government's wider goals. These intermediate
outcomes are also consistent with the existing
TES/STEP.

To make significant progress against these
outcomes and to improve the effectiveness and
efficiency of our outputs, the TEC has identified a
number of strategic objectives.

In order to achieve our intermediate outcomes,
we deliver a range of outputs grouped under the
following output expenses:

» Provision of information and advice.
»  Management of grants and contracts.

» Developing strategic coherence across the
tertiary sector.

» Services delivered on behalf of the Ministry
of Social Development - the Training
Opportunities programme.

» Services delivered on behalf of Immigration
New Zealand - the English for Migrants
programme.



Part A: Achieving progress in relation to the TEC's

strategic objectives

The strategic objectives describe what the TEC needs to do to enhance the achievement of our

outcomes and develop an effective organisation. The objectives cover:

« key priorities for output delivery in the planning period

- effective service delivery

- effective capabilities.

Strategic objective: Delivering on the tertiary work plan, in particular, Distinctive Contributions,

Future Funding Framework, Investing in a Plan and Quality Assessment and Monitoring.

Key work programmes progressed
to the satisfaction of key
stakeholders.

Deliver on the tertiary work plan
as agreed with the Minister in
forthcoming policy work.

Achieved

The majority of the tertiary
reforms programme has been
transferred to directorates to
operate. The Investment Guidance
support documentation has been
released. Investment Managers
have initiated development of
Investment Plans with TEOs.

Strategic objective: Making progress on the network of provision including the Quality Reinvestment

Programme.

Successful operation of the Quality
Reinvestment Programme.

Proposals assessed within agreed
timeframe.

Achieved

Seventeen stage 2 proposals

and 13 stage 3 proposals received
and assessed within agreed
timeframes.

Contracts negotiated to
incorporate performance measures
that reflect the purposes of the
programme.

Achieved

All contracts negotiated
incorporate performance measures
that reflect the purposes of the
programme.

Action taken to address
performance not in line with
contract.

Achieved

No instances of performance not
in line with contracts.
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Strategic objective: Developing the TEC's contribution to an evidence base that supports key decisions
by TEOs, external stakeholders, learners, and the TEC.

Enhanced integration of
information that is accurate,
utilisation focussed, timely and
shared amongst stakeholders.
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TEOs and other stakeholders
report increasing satisfaction with
the information available from the
TEC (measured in the stakeholder
survey).

Achieved

A phased and developmental
approach has been adopted for
the design and implementation of
the monitoring system introduced
as part of the tertiary reforms.
The first phase was successfully
completed. It included a data
quality exercise that contributed
to the enhancement of data
accuracy. It also achieved a shared
understanding of performance
indicator definitions and
associated information sources.
This culminated in the delivery of
baseline monitoring reports to all
TEOs involved in the Investing in
a Plan process.

[Stakeholder survey report
produced separately in October
2007.]



Strategic objective: Working across government, to contribute to the delivery of the Upskilling

the Workforce agenda.

The TEC has contributed to the
inter-agency work programme
aimed at building a strong
research, policy and governance
framework for Upskilling the
Workforce initiatives.

The TEC has put in place an
internal governance structure
for the foundation learning work
and resources to contribute to
this work.

Achieved

The TEC has a governance
structure in place and has provided
resources to the inter-agency work
programme. Further resources

will be required to give full effect
to the upskilling work.

The TEC has actively participated
in inter-agency steering and
working groups.

Achieved

The TEC actively participates in
the Upskilling Steering Group and
the Upskilling Working Group.

The TEC has worked with
stakeholders to identify and set up
a major initiative that contributes
to Upskilling the Workforce.

The initiative is agreed as a major
focus by Upskilling the Workforce
Inter-agency Steering Group.

Achieved

Upskilling Steering Group agreed
criteria for selecting partnerships
and set up project office to
implement the partnerships
initiative. Through relationships
the TEC had with providers,
industry and employers, a number
of initial partnership opportunities
were developed and funded.

Progress is made in setting up
the agreed initiative.

Achieved

The upskilling partnerships
programme is established.

The TEC has met with a range of
stakeholders, and worked with
them to design a major initiative
that contributes to the Upskilling
the Workforce initiative.

Achieved

The TEC is an active participant
in designing and contributing
to the upskilling partnerships.
Engagement with stakeholders
has been managed through the
inter-agency project office.
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Strategic objective: Developing the funding system to be responsive to regional and national needs
including contributing to the development of the role of Auckland as a globally competitive city.

Key Performance Indicators m Achievement 2006/07

To be developed.

To be developed.

Strategic objective: Delivering excellent service for the Minister.

Key Performance Indicators

Key service dimensions of quality
and timeliness achieved.
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Indicators

Number of Parliamentary
Questions, Ministerial
correspondence on time and
accepted by Minister.

Not achieved

This objective was superseded by
the tertiary reforms. The overall
design of the new funding system
was decided on by Cabinet
throughout 2006 and early

2007 and those decisions were
announced as part of Budget 2007.

Achievement 2006/07

Achieved

389 Parliamentary Questions.
80 Official Information Requests.
259 Briefings on issues.

334 Ministerial correspondences
for draft reply.

All on time and accepted by the
Minister.

Positive assessments of the TEC's
performance.

Achieved

The Minister is satisfied with

the quality and timeliness of the

ministerial servicing delivered
by the TEC.



Strategic objective: Increasing the quality and reach of industry skills training.

More ITOs and employers are
actively engaged in Workplace
Literacy programmes (WPL).

Experience from the pilot to
embed literacy with ITOs has been
gathered and used to inform future
development.

Achieved

ITO pilots of embedded literacy
programmes are being further
rolled out, with an increasing
number of ITOs wanting to be
involved. Active evaluation of
these pilots is being undertaken
to inform wider upskilling work.

Increasing number of WPL
programmes are supported by
TEC funding.

Achieved

51 WPL projects were allocated
funding, an increase on the figure
of 41in 2005/06.

More people, including under-
represented people, have high
quality, work-based education
qualifications for a broad range of
industries.

Increasing percentage of
employees and employers engaged
in training.

Achieved

Employees engaged in industry
training at 30 June 2007 up
5.27 percent from previous year.

Employers engaged in industry
training at 30 December 2006 up
10 percent from previous year.

Increasing number of Modern
Apprenticeships completions and
increasing average trainee credit
achievement.

Achieved

Modern Apprenticeships
completions have increased by
1,264 from 2,285 at 30 June 2006
to 3,549 at 30 June 2007.

The average Industry Training
credit achievement has increased
from 19 to 22 with 3,838,936
credits being achieved by 176,064
trainees at 30 June 2007.

Number of Industry Trainees and
Modern Apprentices increasing in
line with programme expectations.

Partially achieved

Actual number of Industry
Trainees at 129,695 is 305 trainees
(0.2 percent) below the targeted
figure of 130,000 trainees in
training by June 2007.

Actual number of Modern
Apprentices at June 2007 of
10,289 is tracking towards the
target of 11,000 in training by
December 2007.
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Strategic objective: Supporting research and knowledge creation.

Increase the average quality

of research in order to support
quality degree and post-degree
teaching.

The proportion of Performance-
Based Research Fund (PBRF)
eligible staff whose Evidence
Portfolios are assigned a funded
category increases in 2006 from
the 2003 baseline.

Achieved

Proportion of staff whose Evidence
Portfolios were assigned a funded
Quality Category increased from
59.1 percent to 66.5 percent.

Underpin and develop the sector
capacity and strengths in tertiary
education research.
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Funding allocations reflect
distribution of research quality and
recognise excellence as measured
through the PBRF.

Achieved

Funding allocated to TEOs on the
basis of performance in the 2006
Quality Evaluation and updated
research degree completions and
external research income data.

Centres of Research Excellence
(CoRE) allocation round conducted
and decisions taken.

Achieved

CoRE allocation round was
conducted and decisions were
taken.

Building Research Capability

in Strategically Relevant Areas
(BRCSRA) initiative implemented
and first allocations made.

Partially achieved

An extension was granted for
revised proposals for the BRCSRA
initiative, with final decisions to be
made after June 2007.



Strategic objective: Enhancing learning pathways between compulsory education and tertiary

education and creating equal opportunity for all learners to reach their full potential.

Clear pathways exist for school
leavers to enter appropriate
tertiary learning opportunities.

Eligibility criteria and recruitment
processes for suite of youth
transitions programmes (including
Youth Training, Gateway, Modern
Apprenticeships and other
foundation level programmes)
ensure clearer pathways for
learners.

Achieved

The eligibility criteria for Youth
Training has been reviewed and
adjusted from 40 credits up to
80 credits to enable students
with foundation level needs to
participate in the programmes.

Clearer pathways for Gateway
students has been a focus in the
development and advice to support
improved recruitment of Gateway
students and build links to Modern
Apprenticeships.

The TEC has contributed to inter-
agency youth transitions work
programme to ensure clearer
pathways exist between learning
opportunities.

Achieved

Contribution to ongoing inter-
agency discussion to support the
government's goals for realising
youth potential have continued
throughout the year.

Foundation level learning
opportunities have high
participation rates, including

high representation for Maori and
Pacific peoples and there is an
increase in the credit achievement
for learners.

Increasing average credit
achievement of learners in
foundation level programmes.

Achieved

The current average credit
achievement is 20 credits for
Youth Training. This is the target
for the programmes and shows
a positive increase.

Gateway average credit
achievement increased from
12 credits in 2005 to 15 credits
for the 2006 year.

Foundation level programmes show
high participation levels for Maori
(at least 14 percent) and Pacific
peoples (at least 6 percent).

Achieved

Participation rates for Maori and
Pacific peoples in Youth Training
are as follows:

— Maori 46 percent
— Pacific peoples 11 percent

Participation rates in Gateway
are as follows:

— Maori 31 percent
— Pacific peoples 10 percent.
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Strategic objective: Ensuring that all key operational and strategic risks to the Crown and to learners

are identified and mitigated.

Risks are managed to the
satisfaction of the Minister.

Tertiary Education Commission Annual Report 2007

Deliver the inter-agency risk
management framework.

Achieved

This project has been completed.
The project aimed to enhance

the participating agencies’
approach to identifying, evaluating
and managing strategic and
operational risks by making it
more integrated and systemic;

and to develop a framework for
monitoring strategic risks across
the tertiary education sector.

Proportion of positive media
reports increases.

Achieved

Announcements have been
planned to ensure the media is
better informed about tertiary
education and more likely to write
positive articles.



Strategic objective: Ensuring that the current Charters and Profiles are effective and supporting the

transition to Investing in a Plan.

Timely and effective development
of Charters and Profiles aligned to
the TES/STEP.

Charters and Profiles developed
in accordance with TES/STEP
priorities (expected volumes
320-350 Profiles, 100-120
Charters for 2007).

Achieved

In 2006 Profile decisions were
made for 302 TEOs and Charters
were approved for 147 TEOs.

The Profile content and criteria
were redesigned to enable

preparation for Investing in a Plan.

The TES/STEP priorities remain
a strong driver for the Investing in
a Plan work.

Evidence that the underlying
business processes are progressing
to a Plan and improved timeliness
of Profile decisions to non-
exempted TEOs.

Achieved

Investment Guidance and the
Investment Guidance Supplement
on Key Funding Decisions were
published.

The new investment teams will be
fully operational from the start
of July 2007. All non-exempted
TEOs will have a TEC Investment
Manager allocated to them to
engage on the development of
their Plan.
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Effective integration of outcomes
of new policy work.

Tertiary Education Commission Annual Report 2007

Charter content and criteria are
amended to reflect the implications
of the tertiary work plan.

Achieved

The government indicated in
December 2006 that it proposed
to merge Charters and Profiles
into one planning document.

The Profile/Plan content and
criteria were designed to support
this intention while complying
with the existing legislative
framework — therefore a content
item requiring statements about
the organisation’'s role within

the tertiary education system
(its special character) was included
in the Profile (Plan) content.

Content and criteria developed
for Profiles 2008-10 that reflect
the new TES/STEP and Investing
in a Plan.

Achieved

Content and criteria for Profiles
(Investment Plans) were gazetted
on 31 March 2007, and appear in
full in the Investment Guidance.
The content and criteria were
specifically designed to support
the Investing in a Plan system
and support alignment with the
TES/STEP.



Effective delivery — external

Strategic objective: Effective relationships with key stakeholder groups.

Build effective relationships with
wider stakeholders (Iwi Maori,
learners, TEO staff, business
community, local authorities).

The nature of wananga developed
and agreed with stakeholders.

Achieved

The focus of wananga was
prevalent in 2006/07. A large
project was undertaken to clarify
the Distinctive Contribution of
wananga with Maori stakeholders.
That work was successfully
completed with the publication

of the role of wananga within the
tertiary education strategy.

The TEC also worked with a

wide variety of other iwi and
Maori stakeholders and education
providers in 2006/07, particularly
in relation to capturing views

and information on the tertiary
education reforms.

Others to be developed.

No further indicators were
necessary.

Maintain effective working
relationships with key government
agencies.

Evidence of effective business
support — engagement plans for
key groups developed and evidence
of plan being progressed.

Positive assessments of the TEC's
performance.

Achieved

The TEC worked constructively
in the Sector Leadership Group
and with other government
agencies during the design and
implementation of a new tertiary
investment system.

This work included establishing
and progressing strategies for
key stakeholder groups across
agencies, including the Action
Plan for New Zealand Women,
the Pacific Economic Action
Plan and Pacific Women's
Economic Development Plan,
the Resettlement Strategy and
Settlement National Action Plan.
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Sustain good working relationships
with providers, ITOs and peak
bodies.
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Evidence of effective business
support — engagement plans for
key groups developed and evidence
of Plan being progressed.

Achieved

The TEC has held Investment
Guidance workshops and meetings
were held throughout the sector to
assist providers in understanding
the new funding mechanism.
Investment Managers commenced
engaging with TEOs regarding the
development of Investment Plans.

Work continued on developing
operational policy and business
processes to ensure transition to
the new system is seamless for
both TEC staff and the sector.

The TEC has met regularly with
peak bodies for consultation
and discussion on the reforms
and other relevant policy and
operational work.

Improvements in stakeholder
assessments of the TEC's
performance (stakeholder survey).

Stakeholder survey report
produced separately in October
2007.



Strategic objective: Effectiveness of delivery with key stakeholder groups.

Improve the effectiveness of the
TEC's work with Maori.

The TEC's operational work better
connected with the Maori Strategy
— Reference Group established

and operating — regular meetings,
agenda of work established and
being progressed and evidence of
reference group output influencing
the wider work programme of the
TEC.

Achieved

The Maori Reference Group

is established and has been
considering information on the
reforms, and has prepared a report
on their effectiveness. A review

of the TEC's Strategy (Rautaki
Maori) has been completed.

Improvement in the number of
Maori participating and achieving
in major funds.

Partially achieved

Industry Training numbers
increased from 21,507 to 22,810
(+1,303).

Gateway participation increased

from 29 percent to 31 percent.

Youth Training participation
decreased from 49 percent (5,228)
to 46 percent (4,461).
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Improve the effectiveness of the
TEC's work with Pacific peoples.

Tertiary Education Commission Annual Report 2007

TEC's operational work better
connected with the Pacific

Peoples Strategy — Reference
Group established and operating
—regular meetings, agenda of work
established and being progressed
and evidence of reference group
output influencing the wider work
programme of the TEC.

Partially achieved

During the year the Senior Advisors
Pacific continued working through
inter-agency partnerships with

the Ministry of Pacific Island
Affairs, MoE and others to support
initiatives aimed at progressing
Pacific communities through
education and training.

The TEC External Pacific Reference
Group met four times during the
year. The group conducted a close
evaluation of its purpose and
discussed more effective ways to
inform and support the work of
the TEC.

In May 2007 the Stakeholder
Engagement Manager Pacific

was appointed. The role has
concentrated on developing

an engagement strategy to
connect more closely with Pacific
stakeholders and those with
interests in the tertiary education
needs of Pacific people across the
country and the different sectors.

Improvement in the number of
Pacific peoples participating and
achieving in major funds.

Achieved

Industry Training numbers
increased from 7,482 to 8,354
(+872).

Gateway participation increased
from 9.8 percent to 10 percent.

Youth Training participation
increased from 10 percent to
11 percent.



Effective capabilities — internal

Strategic objective: Developing the way we operate and work.

Develop new roles and ways of
working.

Integrate end-to-end project
methodology into TEC operations.

Achieved

The new organisational structure
provides for the proposed new
way of working. It also includes a
number of areas that are designed
to improve the operations of

the TEC and embed best/good
practice. These include:

+ aformal project office to
establish a strong culture of
project discipline across the TEC,
supported by expertise, quality
assurance and methodology

+ an expanded training function

+ dedicated business process
design specialists.

Linking risk management with the
project office and planning and
reporting.

Deliver the management
development programme.

All tier three managers and

above participating in the 360
degree performance development
programme.

Achieved

32 managers completed 360
degree feedback assessment
and were matched with external
coaches.

Performance development plans in
place for all staff.

Achieved

Performance development plans
are in place.

Manage the integration of the work
transferring from the Ministry of
Education.

Functions successfully transferred
to the TEC and key capabilities
provided for.

Achieved

The Tertiary Advisory Monitoring
Unit (TAMU) from the MoE
successfully transferred to the TEC
on1September 2006.

The Learning for Living cluster
projects will transfer to the TEC
on1July 2007. Management of
this transition commenced late
in 2006, and transfer will be
seamless for TEOs.
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Strategic objective: Effective support of current operations.

Ensure effective communications
internally and externally.

Media report analysis — Media
reports show positive trends
(Media report analysis conducted
quarterly).

Achieved

Quarterly media reports indicate
improvement to the way tertiary
education issues are reported.

Stakeholder perceptions of our
communications rated good
(part of stakeholder survey).

Partially achieved

Considerable effort has been made
this year to improve the usability
of our online resources and
improve the quality of our
publications. [Stakeholder survey
report produced separately in
October 2007.]

Communication plans prepared

for each significant issue. Plans
assessed as appropriate in terms of
meeting stakeholder concerns and
understandings.

Achieved

Communications around all major
issues were well planned, with the
needs of different audiences in
mind.

Ensure effective information
services support our operations.
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Information Services Strategic
Plan (ISSP) developed and agreed
across the organisation.

Partially achieved

An interim two-year Information
Technology plan was approved
by the Board of Commissioners in
September 2006. This plan notes
that an ISSP will be developed at
a future date.

Plan implemented.

Partially achieved

In light of the changes being
introduced by the tertiary reforms,
areview is being undertaken to
recommend when might be an
appropriate time for the business
to develop an ISSP.

Key system performance indicators
updated.

This is not applicable, as the ISSP
has not yet been developed.



Part B: Output expense performance, incorporating fund
and programme performance

Non-departmental output expense: Provision of information and advisory services

This output expense provides for information on the government'’s educational policy and programmes
and general advisory services to the public, community groups, industry, the education community,
Crown entities and other government departments. The TEC provides information and advisory services

to stakeholders on government education policy matters.

Cost
Forecast for the year ending  Actual for the year ending
30 June 2007 30 June 2007
$000 $000
Revenue
Operations (GST exclusive) 4,681 4,681

Distributions (GST inclusive) = =

Total revenue 4,681 4,681
Expenses =
Operations (GST exclusive) 4,681 4,526

Distributions (GST inclusive) = -

Total expenses 4,681 4,526

Surplus/(Deficit) - 155

Performance measures

Effective and timely provision of information to the Minister and to Parliament and its committees.

Quantity

The TEC completed 1,323 items of advice and correspondence (Ministerial items) in 2006/07.

This number of items represented an increase of approximately 20 percent over the number of items
completed in 2005/06.

Categories of Ministerial items Actual volumes Actual volumes  Planned volumes

2005/06 2006/07 2006/07
Draft responses to oral and written Parliamentary Questions 215 389 100-130
Responses to Official Information Act requests* 91 80 100
Briefings 207 259 180-210
Submissions 72 127 N/A

Replies to Ministerial letters

(letters for signature by the Minister and direct replies from the TEC) 364 334 N/A
Speech notes drafted 52 29 50
Other items** 104 105 N/A
Total 1,105 1,323 N/A

* Includes responses to requests addressed to the TEC, draft responses for requests addressed to the Minister for Tertiary Education
and contributions to responses finalised by other agencies.
** Includes draft Cabinet papers, draft press releases, Ombudsmen requests, Privacy Act requests and draft press statements.
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Quality

The Ministerial items completed during 2006/07 were prepared in accordance with the TEC's guidelines
on policy advice and in an accurate and timely manner. There was a low number of Ministerial items (17)
returned for amendment or correction and less than one percent of Ministerial items were provided
after the required deadline.

Draft replies returned for amendment 10 17 <1percent 1.3 percent

Late ministerial items 1 2 <1percent <1percent

The Minister for Tertiary Education’s office has informed the TEC that the Minister was satisfied with
the overall quality and timeliness of the Ministerial items provided.

Effective strategic dialogue and exchange of information with tertiary education organisations
supporting the development of Profiles 2007-09

During 2006 additional senior staff were engaged with TEIs to focus on Profiles for 2007-09. Planning
for the tertiary reforms commenced and therefore much of the dialogue and exchange of information was
focused on the shifts that would be required over future years as the tertiary reforms are implemented.

Continue to operate the Learning and Assessment Centre arrangements

The TEC has continued to operate the Tertiary Education Learning and Assessment Centres,
with a view that the funding will move into the Adult and Community Education (ACE) pool,
and as such, their performance measures were developed to reflect ACE performance measures.

Provide for adult ESOL expertise in Migrant Resource Centres

Each of the five ESOL resource centres has employed expert staff who provided at least four progress
reports to the TEC during the year. Information was also provided to the TEC underlining strategic
refugee and migrant issues in the geographic location covered by each centre.

All centres undertook an appropriate number of refugee and migrant initial assessments — all assessed
refugees and migrants were referred to progressive learning options where appropriate. All centres
reported on the outcome of all referrals, including the reasons for unsuccessful referral. At least

60 percent of individuals assessed were surveyed and, of these, at least 80 percent were satisfied
with the service they had received.

Also, the TEC provided additional professional development workshops for the staff from the
five centres.
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This output expense covers the determination and delivery of tertiary tuition funding to TEOs, contract
negotiation and management services for the delivery of education and training programmes, including
the administration of scholarships, and the disbursement of funds according to policy. A significant
component of this output expense is the management of funds appropriated through Vote Education
(non-departmental other expenses) for provision of tertiary education and training. These funds are
primarily distributed to TEOs through Student Component funding.

Cost

Revenue

Operations (GST exclusive) 12,607 13,395
Distributions (GST inclusive) 2,474,271* 2,427,124
Total revenue 2,486,878 2,440,519
Expenses

Operations (GST exclusive) 12,607 13,899
Distributions (GST inclusive) 2,474,271 2,426,693
Total expenses 2,486,878 2,440,592
Surplus/(Deficit) - (73)

* Includes the non-departmental output expenses “Training for Designated Groups" and “Education Research Initiatives” as well as benefits
and unrequited expenses and other expenses - tertiary education and training (part) in Vote Education.

Successful management and administration of the following funds in accordance with fund
determinations.

Student Component Funding, Base Grants and Special Supplementary Grants

Payments based on the Equivalent Full-time Student (EFTS) consumption as at 30 June 2007
(pre-wash-up and adjustment) amounted to $1,839.0 million as compared with $1,814.7 million in
June 2006. This increase of 1.3 percent reflects lower EFTS consumption (5,032 fewer EFTS or

2.2 percent volume reduction for the financial year) offset by increases that can be attributed to the
Funding Category Review and funding increases for the university sector as a result of the tripartite
agreement. Unanticipated growth within the university sub-sector led to an increase in actual
funding distributed compared to budget.
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Performance dimension Performance measures Actual

Quality The funds are managed in accordance with Programme administered in accordance with
Ministerial determinations. determinations

Timeliness Grants are approved in accordance with specified Grants approved in accordance with criteria
criteria. Grants are paid on a timely basis. established in determinations and paid on basis

of established timetables

Cost Funding disbursed through Student Component $1,842.788 million itemised below
Funding, Base Grants, and Special Supplementary
grants: Budget: $1,827.624 million (incl GST).

Tertiary education and training (PART): actual expenditure and budget at year-end

Actual Variance Variance

$000 $000 %

Base Grants 8,000 8,000 (o] 0%
Student Component (excl. EFTS Driven Research Top-ups) 1,817,882 1,771,083 (46,799) -2.6%
Grants/Other funding 6,159 6,690 531 7.9%
Tertiary students with disabilities 5,800 6,530 730 1.2
Equity incentives 4,947 7,088 2,141 30.2%
Total 1,842,788 1,799,391 (43,397) -2.4%

Student Component Funding

(Note that this analysis includes EFTS-Driven Research Top-ups)

Number of TEOs to which payments are made by provider type, number of EFTS consumed
by provider type and total funding by provider type at year-end.

Provider type Target Provider EFTS YTD $ Based on EFTS cash Wash-ups YTD
count EFTSYTD payments and other expenditure

$000 YTD adjustments $000
$000 $000

Universities 8 8 106,781 961,094 977,935 1,152) 976,783

Institutes of technology

and polytechnics 20 20 67,288 540,155 601,246 (70,847) 530,399
* Colleges of Education 2 2 1,769 14,458 14,790 276 15,066
Wananga 3 B8 28819/ 146,095 147,829 (10,903) 136,926

# Private training
establishments 230-260 199 22,995 154,346 136,267 (1,188) 135,079

Other tertiary education
providers 10 9 3,028 22,854 20,919 2,71 23,629

Total 241 225,058 1,839,002 1,898,985 (81,103) 1,817,882

Funding of ACE in tertiary education institutions (5.1s) was moved from Student Component Funding to the ACE Funding Pool on 1 January

2006 and is excluded from this analysis.

* The last two Colleges of Education (Dunedin and Christchurch) merged with their respective universities with effect from 1 January 2007.
Therefore, the reported statistics relate to delivery from July to December 2006.

# The Strategic Priorities Fund ceased with effect from 1 January 2006. This table now reports on all consumed PTE EFTS and dollars.
If comparing with prior years, until 31 December 2005; “EFTS YTD" and "“$ based on EFTS YTD" did not include data relating to the
Strategic Priorities Fund (SPF).

Any funding limits adjustments are included in the “Wash-ups and other adjustments” column and the EFTS are not restated for funding caps.
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Industry Training

The number of trainees participating in Industry Training has grown from 123,203 to 129,695
(anincrease of 5.27 percent) for the full-year with the fund supporting 6,492 more trainees than
as at 30 June 2006.

Quantity 130,000 - 135,000 trainees in training by June 2007. 129,695

Industry Standard Training Measures (STM) purchased: 56,000-60,000. 56,856 delivered
48,911 contracted

Quality 20 NQF credits (on average) achieved by trainees. 22!
Cost Average cost of STM: $2,950-$3,200. $3,2002
Funding disbursed through the Industry Training programme: $158.645 million

Budget $159.462 million (incl GST).

1 Based on credits achieved as reported for the quarter ending 31 December of the relevant year.
2 Standardised STM rate from 1 January 2007.

Participation in Industry Training for women, Maori and Pacific peoples continues to grow faster than
total programme growth. The changes for the year are:

Total trainees 129,695 6,493 5.27% 100.0%
Women 36,561 3,409 10.28% 28.2%
Maori 22,810 1,303 6.05% 17.6%
Pacific peoples 8,354 872 11.65% 6.4%

ITO Re-recognition, mergers and amalgamations

As at 30 June 2007, there were 40 industry training organisations (ITOs) recognised under the
Industry Training Act 1992. Two of these ITOs do not currently receive funds from the Industry Training
Fund. During this financial year, recommendations of full re-recognition were approved for three ITOs:

+  New Zealand Hairdressing Industry Training Organisation

+ Retail Industry Training Organisation

+  New Zealand Commercial Road Transport Industry Training Organisation.

The New Zealand Journalists Training Organisation received provisional recognition.

There was one merger between the Forest Industry Training and Education Council of New Zealand
Incorporated and the New Zealand Furniture Industry Training Organisation Incorporated, effective
from 1 January 2007. The REINZ Industry Training Organisation, previously the Real Estate Industry
Training Organisation, has been approved to receive funds from the Industry Training Fund with funding
to commence in the September to December 2007 quarter.
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Industry Training sub-funds

During the 2006/07 financial year the TEC funded several activities, under the $800,000 Industry
Training ring-fenced sub-funds, for projects that strengthen the effectiveness of the Industry Training
sector, within the Industry Training Fund. The TEC's administration of the Industry Training Fund is
authorised by the Determination of Design of Funding Mechanism under s159ZA of the Education Act
1989. Funded activities included:

a merger between the Forest Industry Training and Education Council of New Zealand Incorporated
and the New Zealand Furniture Industry Training Organisation Incorporated, effective from
1January 2007

a contracted annual payment of $100,000 for Youth Skills New Zealand (now World Skills
New Zealand) for SkillEX competitions which raise the profile of workplace training.

Progress on implementing the single STM rate
The transition to the single STM rate of $3,200 is complete with all ITOs on the single rate from
1January 2007.

Modern Apprenticeships

The number of trainees participating in Modern Apprenticeships has grown by 5.2 percent for the
year with 537 more participants than as at 30 June 2006. As the number of completions rises, growth
in participation is offset by the filling of existing places that have been vacated. The snapshot of
10,289 Modern Apprenticeships as at 30 June 2007 is 93.5 percent of the 11,000 target proposed for
December 2007.

Quantity 11,000 trainees in training by Dec 2007. 10,289 (June 2007)

Quality Participants successfully completing training by June 2007 - 3,549 (June 2007)
to be reported.

Cost Funding distributed through the Modern Apprenticeships programme: $37.668 million
Budget $42.590 million (incl GST).

1,264 apprentices successfully completed their training in 2006/07, compared with 1,101in 2005/06.

Youth Training

The Youth Training programme has performed well against targets for the year. An average of
4,920 learners participated in Youth Training programmes, 20 learners above the target of 4,900.
The percentage of learners moving into employment or on to further tertiary education outside

of Youth Training is 72 percent, 12 percent above the target of 60 percent. This is an increase in the
percentage of learners achieving positive outcomes compared to 2005/06, when the figure was
70.4 percent.

Learners are leaving the programme with an average of 20 credits, which is the credit achievement
target. Attendance of Maori and Pacific learners on Youth Training programmes remains high with
46 percent of all learners listing their ethnicity as Maori and 11 percent as Pacific peoples.
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Post-placement support and training are now available on a national level for graduates of the Youth
Training programme. This service is designed to increase the sustainable positive outcomes for Youth
Training learners by providing support and training within employment, and further education upon
completion of full-time learning within the programme. This continued support and training also
contributes to continued credit achievement for learners who have exited the training programme.

Quantity At least 4,900 trainees in place throughout the year. 4,920
Quality At least 95 percent delivered by NZQA registered providers. 100
At least 60 percent of trainees moving on to further education or 72%

employment within 2 months of leaving training.

Cost Funding distributed through the Youth Training programme: $63.985 million
Budget $69.998 million (incl GST).

Skill Enhancement

The average number of trainees in the programme in 2007 is lower than the targeted amount,
due partly to a 2005 review of ethnically targeted policies and programmes in which Skill Enhancement
was refocused to include only high-quality programmes delivered to groups.

Destinational results for 2006 show very good labour market outcomes with 83 percent of trainees
moving to further education or training. However, the programme did not meet performance targets
for credit achievement — 45 National Qualification Framework (NQF) credits achieved while the target
was 60 NQF credits. High destinational outcomes indicate that in the current climate of high labour
market demand, many Skill Enhancement trainees are exiting into full-time employment outcomes.

Quantity Between 650-750 participants in the programme throughout the year. 341
Quality All programmes delivered by NZQA registered training providers. 100%
60 NQF credits (on average) or equivalent achieved by trainees. 45
At least 60 percent of trainees moving on to further education or 83

employment within two months of leaving training.

Cost Funding disbursed through the Skill Enhancement programme: $4.476 million
Budget $8.222 million (incl GST).
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The Gateway programme continued to expand with strong uptake from (newly eligible) decile 7-10
schools. In the 2007 calendar year, Gateway is being delivered from approximately 75 percent of all
eligible schools (deciles 1-10). The average credit achievement per student for 2006 (of 15 credits)
increased significantly over the previous year (12.7 credits).

Quantity Calendar year 2006: At least 7,500 placements. 6,747
Calendar year 2006: At least 190 schools. 204
Calendar year 2007: At least 10,000 placements. 2,747*
Calendar year 2007: At least 280 schools. 294
Quality Average of 10 NQF credits achieved per participant. 15 credits in 2006
Cost Funding disbursed through the Gateway programme: $11.868 million

Budget $13.721 million (incl GST).

* This figure only covers the period 1 January 2007 — 30 June 2007, and a larger proportion of the placements typically come in the
second half of the calendar year (July — December).

Nga Kaiarataki Pathfinders

The programme continued to develop in Bay of Plenty and Northland, but was not rolled out to further
areas. The refocusing of the programme towards vocational outcomes led to very high destinational
outcomes (93 percent) for the year to June, with 26 percent of all learners gaining a Modern
Apprenticeship on exiting the programme.

Quantity 220 participants during calendar year 2006. 162

Cost Funding disbursed through Nga Kaiarataki Pathfinders: $0.666 million
Budget $1.362 million (incl GST).

Performance-Based Research Fund

2006 Quality Evaluation

The TEC delivered the 2006 Quality Evaluation. This involved the receipt of more than 4,500 individual
Evidence Portfolios from 31 participating TEOs, their assessment by more than 200 panel members and
specialist advisors and the distribution of almost 6,000 Research Outputs for review by those panel
members. The TEC also delivered information technology (IT) tools to support the preparation of these
portfolios and the assessment phase. Extensive audits were undertaken regarding the application of
the PBRF Guidelines by participating TEOs. All processes were undertaken in accordance with the PBRF
2006 Guidelines.

Funding

Allocation of the performance-based element to providers was carried out in accordance with s159ZA
(Education Act 1989) determinations dated 9 December 2003 and 31 May 2005. Revised indicative
funding allocations for the 2007 calendar year, taking into account the results of the 2006 Quality
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Evaluation and updated research degree completions and external research income data were made,
as was the wash-up funding for the 2005 and 2006 calendar years. Payments are shown by TEO type in
the table below. The report of the 2006 Quality Evaluation was also released.

Number of providers and total amount funded by provider type

Colleges of Education* 2 299
Polytechnics 10 2,763
Private training establishments 9 257
Universities 10 184,752
Wananga 3 173
Total 34 188,244

* Auckland and Wellington Colleges of Education are now included with Auckland and Victoria Universities.

Quality Allocation of the performance-based element ($172.125 million in Fund has been allocated
2006/07). The balance of PBRF funding to be distributed via the research
top-ups ($37.507 million).

Cost Funding disbursed through PBRF: Budget $213.444 million (incl GST). $188.244 million

Centres of Research Excellence

The Centres of Research Excellence (CoRE) Fund was established in 2001 to promote high quality,
collaborative, tertiary education-based research that is strategically focused, and which creates
significant knowledge transfer activities. Seven CoREs were established through the first two selection
rounds in 2002 and 2003.

Together, these CoREs received annual operating funding of $21.4 million (excluding GST) in 2006/07.
The CoREs also received $31.4 million (GST not applicable) in capital funding for the purchase of
strategic research assets when they were established.

The Royal Society of New Zealand conducted the 2006/07 CoREs selection round under contract
to the TEC and provided the TEC with the CoRE Funding Committee's funding recommendations on
11 April 2007.

On 23 April 2007 the TEC, in accordance with the recommendations of the CoRE Funding Committee,
agreed to allocate six years of operational funding to seven CoREs' proposals.

These successful proposals included six existing CoREs and one new CoRE. The TEC's funding
decisions also resulted in the disestablishment of one existing CoRE (The University of Auckland's
"The New Zealand Institute of Mathematics and its Applications”) for which three years’ disinvestment
operational funding was agreed.
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Quality The funds are managed in accordance with Ministerial determinations Programme administered

— Continued funding and support for the 7 CoREs in accordance with the in accordance with
individual contract with each CoRE. determinations
Cost Funding disbursed through CoREs: Budget $24.087 million (incl GST). $24.087 million

Building Research Capability in Social Sciences

The Building Research Capability in the Social Sciences (BRCSS) project is now well established through
the consortium led by Massey University. An annual report for this project is due in August 2007. Many
activities have been undertaken through the programme including:

+ reqular research grants and Masters and Doctoral research awards

+  New Settlers postgraduate student conference in February

+ Pacific peoples research seminar series using the access grid technology to link campuses
+  BRCSS research seminar series using the access grid, and

+ Research Colloquium in April for postgraduate researchers to present findings from their theses.

Quality The funds are managed in accordance with Ministerial determinations. Programme administered
in accordance with
determinations

Cost Funding disbursed through BRCSS: Budget $1.500 million (incl GST). $1.500 million

Scholarships

The Bright Future Scholarships scheme supports students to conduct research. Bright Future
Scholarships includes two scholarships: Top Achiever Doctoral Scholarships (TADS) and Enterprise
Scholarships (ENTS).

Since the Bright Future Scholarship scheme's inception in 1999, TADS has been a popular and fully
utilised scheme; however ENTS has been consistently under-utilised.

Some administrative changes were made in 2006 to improve the uptake of ENTS such as increasing
the number of funding rounds from twice yearly to monthly and increasing the flexibility of applications
(ie. less detail required of project plans). A brochure was also distributed to universities to raise
awareness.

Although there has been some initial positive feedback from the sector welcoming the above changes,
the changes do not appear to have had an impact on the uptake of Enterprise Scholarships.
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Scholarship Actual expenditure Appropriation

$000 $000
Enterprise Scholarships 1,046 1,300
Top Achiever Doctoral Scholarships 8,364 10,000
European Union Exchange Scholarships 107 200
Learning for Living 857 1,120
Trainee Medical Intern Grants 7,733 8,807
Support for certain 16—17 year olds 25 80
Total 18,132 21,507
Performance dimension Performance measures Actual
Quality The funds are managed in accordance with The funds are managed in accordance with

Ministerial determinations. specified criteria

Cost Funding disbursed through Scholarships: $18.132 million

Budget $24.607 million (incl GST).

Adult Literacy/ESOL

The TEC has worked with the Ministry of Education to transfer responsibility for the professional
development clusters to the TEC from 1 July 2007.

This will enable a more strategic approach to be taken to capability building across the tertiary sector
and better alignment with the tertiary reforms.

Number of projects achieving literacy assistance

Foundation Learning Pool 240
Maori/whanau literacy focused projects 32
Pacific people focused projects 18
Refugee/migrant people focused projects 15
Literacy in the workplace 51projects were allocated funding
Total 356

The TEC's involvement in the inter-agency Learning for Living Officials Group and Upskilling the
Workforce has continued. The TEC has also contributed to the Foundation Learning Quality Assurance
Working Group.

Performance dimension Performance measures Actual

Quality Funding managed in accordance with Ministerial Programme administered in accordance with
determinations. determinations

Cost Funding disbursed through Adult Literacy/ESOL: $21.347 million

Budget $24.638 million (incl GST).
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ACE grants

The Community Learning Aotearoa New Zealand fund was allocated $198,047 of its $200,000
appropriation. The ACE Innovation and Development fund was allocated $1.348 million of its

$1.6 million appropriation. The ACE Professional Development Strategy and Action Plan 2006-2010
is being implemented through the ACE Professional Development Working Group convened by the TEC.
All outcomes/targets agreed in the Working Group's Terms of Reference and Work Plan for 2006/07
have been achieved, including the completion of three projects which identified the professional
development priorities for Maori, for Pacific peoples and for the TEC ACE networks.

Quality Funding managed in accordance with Ministerial Programme administered in accordance with
determinations. determinations
Cost Funding disbursed through ACE grants: Budget $5.856 million

$6.666 million (incl GST).

ACE funding pool

The ACE funding pool had a total appropriation of $55.350 million for the 2006/07 financial year.

A total of $46.431 million was allocated in 2006/07, in accordance with the fund guidelines and in line
with the determination in s159ZA of the Education Act 1989. An underspend of $5 million was released
for reprioritisation in Budget 2007. Funded programmes meet the national goals as articulated in the
tertiary education strategy and five national ACE priorities.

Quality Funding managed in accordance with Ministerial Programme administered in accordance with
determinations. determinations
Cost Funding disbursed through ACE funding pool: $46.431 million

Budget $55.350 million (incl GST).

National Centre of Wood Processing

Work on the National Centre of Excellence in Wood Processing continues to be slower than agreed
through the signed fund agreement. Initial architectural floor plans have been produced but, after
consultation with academic staff, are being revised due to the floor plans presenting a traditional
classroom based model rather than a more contemporary e-learning blended environment.
Building is now intended to be completed in late January 2008.

Payment of $1.000 million (incl GST) was made as per the fund agreement in January 2007 even
though progress has been slower than anticipated.

Quality Tranche agreed to. Achieved

Cost Funding disbursed through National Centre of $1.000 million
Wood Processing: Budget $1.000 million (incl GST).
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This output expense provides for the development, evaluation and implementation of a range of
steering and support mechanisms to give effect to the government's strategic direction for tertiary
education as prescribed in the TES/STEP.

Cost

Revenue

Operations (GST exclusive) 24,549 28,129
Distributions (GST inclusive) 108,190 102,432
Total revenue 132,739 130,561
Expenses

Operations (GST exclusive) 24,549 27,056
Distributions (GST inclusive) 108,190 102,428
Total expenses 132,739 129,485
Surplus/(Deficit) - 1,076

Performance measures

Policy development and advice to fully align the funding, quality and monitoring regimes,
in particular, Distinctive Contributions, Investing in a Plan, Future Funding Framework,
and Monitoring and Assessment arrangements

The majority of the tertiary reforms programme work has now been handed onto the appropriate
directorates to be put into operation.

The Investment Guidance and the first supplement focused on funding information and were released
in March and April 2007 respectively. The focus has since been increasing TEOs' understanding and
awareness of the reforms and what they mean in practice through workshops and meetings throughout
the country.

Investment Managers commenced high level engagement with individual TEOs in April. Engagement
continues, with the focus now being the development of the TEOs' Investment Plans.

Work continues on developing operational policy and business process to ensure transition to the new
system is seamless for both TEC staff and the sector.

Completion of the PBRF 2006 Quality Evaluation

The TEC delivered the 2006 Quality Evaluation. This involved the receipt of more than 4,500 individual
Evidence Portfolios from the 31 participating TEOs, their assessment by more than 200 panel members
and specialist advisors and the distribution of almost 6,000 research outputs for review by those
panel members. The TEC also delivered IT tools to support the preparation of these portfolios and the
assessment phase. Extensive audits were undertaken relating to the application of the PBRF Guidelines
by participating TEOs. All processes were undertaken in accordance with the PBRF 2006 Guidelines.
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The implementation of the quality assurance programme for ACE providers through provision
of training and resources

The TEC continues to support providers in the implementation of the ACE quality assurance (ACE

QA) arrangements primarily through ACE networks. Providers receiving ACE QA Implementation
Supplementary funding were required to submit progress reports to the TEC by 31 March 2007. The
final funding payments for the implementation phase of the ACE QA arrangements were made in April
2007. The ACE QA funding reduces from $3.005 million in 2006/07 to $1.624 million for 2007/08.

In June 2007, the TEC provided four regional ACE QA training workshops for ACE providers and
practitioners, and two ACE QA workshops were run at ACE sector conferences.

Completion of the strategic review of the tertiary education workforce

The review comprised two phases. The first phase of the review is complete and outputs have been
produced. Work on the second phase has been suspended and the TEC is seeking agreement from the
Minister to not proceed any further with the review. Suspension of activity is a result of the significant
resource pressures on the TEC and sector brought about by the tertiary reforms programme.

National Centre for Tertiary Teaching Excellence established

In February 2006, the TEC issued an invitation to submit a proposal to host the National Centre for
Tertiary Teaching Excellence. A selection panel considered applications from two universities and their
associated partners.

On the recommendations of the panel, the TEC has selected Massey University to host the National
Centre. The detail of the contract is under negotiation.
Charters will be reviewed for 100-140 TEOs and recommendations made to the Minister

In 2006, 147 TEO Charters were reviewed and recommendations made to the Minister.

Reviews of Education and Training provision completed in the following areas:

Assessment of Strategic Relevance or programmes run by PTEs — completion of year 2 assessments
and commencement of year 3 assessments.

Commence second phase of the review of diving provision.
Review of ITPs' subcontracting arrangements.

Assessment of Strategic Relevance or programmes run by PTEs — completion of year 2
assessments.

2007 is the last year of a three-year process to ensure all current student component funded
provision offered by PTEs is strategically relevant. In addition to this review of current
qualifications, a process has been implemented to ensure new qualifications are assessed for
strategic relevance. The TEC has completed the assessments for the PTE Assessment of Strategic
Relevance Review (ASR) for 2007. The assessments and any associated funding implications

will be finalised and approved through the Profile and funding approval process.
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Commence second phase of the review of diving provision.

Phase one of the Dive Review is complete. The TEC is currently considering how the planned second
phase of the Dive Review will fit into the future investment framework for tertiary education.

Review of ITPs’ subcontracting arrangements.

The review of ITP subcontracting completed the first phase of the project in June 2006. This
involved looking over ITP subcontracted provision to see whether it delivered in terms of: quality,
relevance and value for money, its contribution to the developing network of provision and regional
focus role of ITPs, and whether the approval and monitoring arrangements of the involved agencies
—ie.the TEC, NZQA and its delegate ITP Quality — were appropriate.

The review was concluded in late 2006 and identified that a significant portion of subcontracting
arrangements in selected ITPs were providing education outside of their region. Subcontracting
practices were identified as a means by which institutions could rapidly and relatively inexpensively
develop provision, although where it was outside of their region, it was often in competition with
other regional polytechnics. Subcontracting in itself was not necessarily an issue, as long as
institutions met quality assurance requirements and took responsibility for the students under the
care of the subcontractor. These things are much more easily attended to within an institution’s
local region.

Outcomes of reviews of education and training provision integrated into Profiles 2007-09

The outcomes of the reviews of education and training were integrated into Profiles 2007-09 by way
of assessment criteria which required that, where a review of education and training provision applies
to programmes, the funding sought is consistent with this. If this was the case it was then reflected

in the Profile approval letter of the TEO concerned.

Evaluation of the effectiveness of funding and steering instruments, in particular for 2006/07,
the e-Learning Capability Development Funding, Growth and Innovation Pilots, and Foundation
Learning in the Workplace

Evaluative activity undertaken during the period that contributes to the evidence required to assess
the effectiveness of initiatives and guide continuous improvement activities included the successful
completion of the e-Learning Capability Development Fund evaluation and the publication of the final
evaluation report. In addition, the design and implementation of the first stages of planned multi-
year evaluation activities for the phase two Performance-Based Research Fund evaluation and the
evaluation of embedded learning in the workforce were completed. Milestones were met for these
multi-year evaluations which are due for completion in 2008.

Successful operation (with other education agencies) of the dynamic inter-agency risk
management framework

Since the completion of this project the focus of the officials group has been implementing the
recommendations noted in the project report. Significant progress has been made on these
implementations, with the appointment of a new Chairperson (Pauline Barnes, Director Strategic
Services, TEC), plus new personnel from within each agency complementing the existing officials
group members. This has enabled a wider risk focus from within each agency, both strategically and
operationally across the education sector.
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Development of policy for funds and programmes as they relate to achieving the TES/STEP,
as well as meeting the government's priorities

Throughout the 2006/07 year the TEC worked with other agencies to progress the design and
implementation of the new Investing in a Plan system, and continued to provide the lead policy role
for government in this area.

A number of Cabinet papers underpinned the development of the Investing in a Plan system,
with the main suites of papers being considered in July and November 2006, and in March 2007.

The TEC considered the purpose and outcomes of funds right across the tertiary system in relation
to the TES/STEP and the changes required to support the new Investing in a Plan system. As a result
of this work a number of funds were rationalised to establish the tertiary education organisation
and student achievement components of the new funding system, which will be the main elements
of tertiary investment for government moving forward.

Quantity Submissions on policy options. 127

Expected workload 85-100 submissions provided.

Cabinet papers drafted by the TEC and input into Cabinet papers produced 69*
by other Ministries and departments.

Expected workload 50-75 papers prepared or commented on.

Quality Submissions prepared in accordance with the TEC's guidelines on policy Achieved
advice and in accordance with agreed timelines with the Minister.

Papers or comments prepared in accordance with the TEC's guidelines on Achieved
policy advice and in accordance with agreed timelines.

* 69 = 22 submitted by the TEC and 47 which the TEC contributed to or was consulted on.

Management of capability development funding to third-parties (TEOs) as outlined below:

Building Research Capability in Strategically Relevant Areas (BRCSRA)

The TEC agreed an extension to allow for revised proposals for the BRCSRA initiative. Collaborative
proposals involving researchers from each relevant university have been developed in each of the three
subject areas. Funding decisions will be made in August 2007, to fund one project in each subject area:

+ nursing and associated disciplines of primary health care, rehabilitation and health maintenance
» veterinary and large animal science, and

+ information and communications technology (ICT).

Quality The funds are managed in accordance with A s159ZA determination for this project was
Ministerial determinations. obtained in December 2006. Programme
administered in accordance with determinations

Cost Funding disbursed through BRCSRA: Budget $0.000 million
$2.634 million (incl GST).

84 Tertiary Education Commission Annual Report 2007



e-learning Collaborative Development Fund/Innovation and Development Fund

The final funding round for the e-Learning Collaborative Development Fund (eCDF) was held in 2006,
with funding allocated for 15 projects in 2006/07. Final reports for most of these projects are due in the
second half of 2007.

Over four years, a total of $28 million was allocated through the eCDF. An evaluation was completed in
2007 to evaluate the impact of the eCDF and inform future investment decisions on e-learning in the
tertiary education sector. The evaluation report is available on the TEC website.

Eleven projects were selected for Innovation and Development Fund (IDF) funding in 2007/08, fully
allocating the $10 million available. Funding agreements have been signed for all projects, which
started in July 2007. In 2006/07, 11 IDF projects were supported, with final reports for most of these
projects due in the second half of 2007.

Quality Provision of funding and support managed in accordance with Ministerial Programme administered
determinations. in accordance with
determinations

Cost Funding disbursed through eCDF/IDF: Budget $10.000 million (incl GST) $7.454 million
— funding.
Funding disbursed through eCDF/IDF: Budget $7.000 million (GST not $7.000 million

applicable) — capital.

Institutes of Technology and Polytechnic Business Links (ITPBL) fund

The third allocation round for this fund was completed, including the successful alignment of the
monitoring and approval process with Profile approval. The appropriation has been allocated across all
20 ITPs. In December 2006, the TEC approved 19 applications, and kept aside funding for one ITP to
submit a revised application, which received approval for 2007 funding in June 2007. New standard
performance indicators have been built into funding agreements to enable performance to be measured
against the ITP Business Links policy objectives.

Quality Funding managed in accordance with Ministerial determinations. Programme administered
in accordance with
determinations

Cost Funding disbursed through ITPBL: Budget $6.900 million (incl GST). $ 6.899 million

Growth and Innovation Pilots

Twenty-six Growth Pilots projects were active during 2006/07. In 2006/07, the TEC evaluated the
first two (of four) rounds of the Growth Pilots funding. This evaluation was reported to the Minister
for Tertiary Education in October 2006, and to the Ministers of Economic Development and Research,
Science and Technology in January 2007. The evaluation shows that the Growth Pilots are achieving
their purpose and objectives.

From 1 January 2008, the Growth Pilots will form part of the TEO Component of the tertiary education
funding mechanism. The purposes and objectives of the fund have been maintained within the purposes
of the TEO Component.
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Quality Funding managed in accordance with Ministerial determinations. Programme administered
in accordance with
determination of
9 December 2003

Cost Funding disbursed through Growth and Innovation Pilots: $6.010 million
Budget $8.800 million (incl GST).

Partnerships for Excellence

Funding agreements were signed for six partnerships that had received Cabinet approval in principle
for funding in July 2005. Funding was brought forward into 2006/07 for one project (via Cabinet
paper). All six new partnerships drew down funding in the year on the basis of achievement of agreed
milestones. One project received a variation to agreement, and another has a variation pending. Both
these projects have construction milestones and have experienced delays of up to six months at the
design stage. Two previously-agreed partnerships also drew down funding on the basis of securing
matching partner funding. The final report has been received for the "Auckland School of Business"
project. A report on this project will be provided to Cabinet in November.

Quality Continued funding and support for existing Partnerships for Excellence Achieved
initiatives spanning financial years in accordance with individual contracts.

Cost Funding disbursed through Partnerships for Excellence: SOl Budget $2.530 $1.350 million
million (incl GST) - funding.

Funding disbursed through Partnerships for Excellence: Budget $30.326 $37.476 million
million (GST not applicable) — capital.

Quality Reinvestment Programme

Stage 2 of the Quality Reinvestment Programme (QRP) was completed in 2006/07. In 2005/06

five ITPs received approval for Stage 2 Quality Reinvestment Fund (QRF) grants — the remaining 17
institutions (14 ITPs and 3 wananga) received approval for Stage 2 QRF grants totalling $12,950,000
(incl GST) in 2006/07.

Stage 3 of the QRP was implemented during 2006/07 - 20 institutions (17 ITPs and 3 wananga)
submitted 25 applications for Stage 3 QRF grants. Of the 25 applications made, 14 applications
had been approved for funding totalling $86,149,012 (incl GST) as at 30 June 2007. The remaining
11 applications are currently under assessment or are awaiting TEC Board of Commissioner’s
consideration and approval.

Over the two years that the QRP has been operating, funding totalling $108,354,012 (incl GST) has
been approved, of this $99,099,012 (incl GST) was approved in 2006/07.

Quality Successfully establish and manage contracts with providers in accordance Achieved
with purposes of the programme.

Cost Funding disbursed through Quality Reinvestment Programme: Budget $36.240 million
$40.000 million (incl GST).

Stage 2 (all ITP and wananga except Otago, Telford, TOPNZ, Waiariki, Wintec and Whitireia assessed in 2005/06).
Stage 3 (note first Otago in 2005/06, Weltec, Waiariki, UCOL, Tairawhiti, Otago, NMIT, NorthTec, TOPNZ, CPIT, Wintec x2, Whitireia x2).
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Cost

Revenue

Operations (GST exclusive) 7,660 7,660
Distributions (GST inclusive) 96,902 96,902
Total revenue 104,562 104,562
Expenses

Operations (GST exclusive) 7,660 7,513
Distributions (GST inclusive) 96,902 93,489
Total expenses 104,562 101,002
Surplus/(Deficit) = 3,560

Training Opportunities

Training Opportunities continues to provide positive outcomes for participants with an overall
placement of 71 percent of learners into employment (53 percent or 6,301 learners) or further
education (18 percent or 2,108 learners). The percentage of learners in work-based training is currently
13 percent, above the target of 12 percent.

In the last quarter of the year the average number of learners fell to 7,419, just short of the targeted
figure of 7,600. This is attributable to the buoyant labour market, with all-time low numbers on the
unemployment register.

On average, learners left the programme with 19 credits - against a target of 20 credits - as a result of
leaving the programme early for successful job placements.

Post-placement support and training are now available on a national level for graduates of the Training
Opportunities programme. This service is designed to increase the sustainable positive outcomes for
Training Opportunities learners by providing support and training, within employment and further
education, upon completion of full-time learning within the programme. This continued support and
training also contributes to continued credit achievement for learners who have exited the training
programme.

Co-funding programmes between the TEC and the Ministry of Social Development through the Training
Opportunities funding continued to be a priority with a number of programmes in place throughout
New Zealand. These are reported on as part of the overall outcomes.
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Performance dimension Performance measures
Quantity Average of 7,600 trainees in place in Training Opportunities.
Quality 100 percent of programmes delivered by NZQA registered and accredited

training providers.
At least 12 percent of learners received work-based training.

Deliver post-training/in work support in at least 6 regions.

Cost Funding disbursed through Training Opportunities: Budget $96.902
million (incl GST).

Services delivered for Vote Immigration
Cost

Forecast for the year

ending 30 June 2007

Actual
7,419

100%

13%

Available on a national
level

$93.489 million

Actual for the year
ending 30 June 2007

$000 $000
Revenue
Operations (GST exclusive) 500 1,012
Distributions (GST inclusive) 6,500 4,134
Total revenue 7,000 5,146
Expenses
Operations (GST exclusive) 500 678
Distributions (GST inclusive) 6,500 4,134
Total expenses 7,000 4,812
Surplus/(Deficit) - 334

English for Migrants programme

As at 30 June 2007, 16,307 migrants have pre-purchased training since the inception of the
programme. As at 30 June 2007, a total of 12,789 migrants have fully participated in programmes

compared with 10,376 as at 30 June 2006.
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Status of migrants in the English for Migrants programme

Category Number of migrants Number of migrants

as at 30 June 2006 as at 30 June 2007
Active placements as at 30 June 790 509
Completed: Have participated and used up their entitlement or have less 10,376 12,789

than $50 entitlement left

Currently inactive: have participated in training and have a balance 1,213 861
of entitlement greater than $50

Currently inactive: Have never participated 3,000 2,148
Total 15,379 16,307
Proportion of migrants who have completed training 67.5% 78%
Proportion of migrants who have never participated 19.5% 13%
Performance dimension Performance measures Actual
Quality Effective management of contracts with training providers to deliver ESOL Achieved

training for migrants who have pre-purchased their tuition through NZIS. EFM providers undergo

an annual assessment
and audit to ensure the
quality and effectiveness
of the provision

Cost Funding disbursed through English for Migrants: Budget $6.500 million $4.134 million
(incl GST).
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Tertiary Education Commission:

Directory and Office Locations

Directory

National Office

Tertiary Education Commission
Level 10

44 The Terrace

PO Box 27048

Wellington

Tel: 04 462 5200

Fax: 04 462 5400

TEC Freephone
0800 TEC INFO
0800 832 463

Internet and email
Website:
General email: info®@tec.govt.nz

www.tec.govt.nz

Auditors

Audit New Zealand
Private Box 3928
Wellington

On behalf of the Controller and Auditor-General

Bankers

Westpac Banking Corporation
PO Box 691

Wellington

Solicitors

Minter Ellison Rudd Watts
PO Box 2793

Wellington

Insurers

State Insurance
PO Box 3233
Wellington
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Office Locations

National Office

Tertiary Education Commission
Level 10, 44 The Terrace

PO Box 27048

Wellington

Auckland Regional Centre
Level 4, Shell House

9 Hargreaves Street
College Hill

PO Box 5338

Auckland

Service Centre
1 Ash Road, Wiri
Private Bag 76-928
Manukau 2240

Rotorua Regional Centre
Level 1, 1161 Pukuatua Street
PO Box 541

Rotorua

Christchurch Regional Centre
Level 1 Te Waipounamu House
158 Hereford Street

PO Box 22345

Christchurch



Glossary of Terms and Abbreviations

ACE
ASR
BRCSRA

Commission

CoRE
DolL
eCDF
EFTS
ESOL
IDF
IFCoM

ITO

ITPs
KPI
Minister
MSD
NQF
NZQA
OTEP

Pacific peoples

PBRF
PTE
QRP
SAC
SDR

Adult and Community Education.
Assessment of Strategic Relevance.
Building Research Capabilities in Strategically Relevant Areas.

The Tertiary Education Commission members appointed by the government
acting collectively as the governance board of the TEC.

Centre of Research Excellence.

Department of Labour.

e-Learning Collaborative Development Fund.
Equivalent full-time student.

English for Speakers of Other Languages.
Innovation and Development Fund.
Integrated fund and contract management.

Industry training organisation — a body corporate recognised under section 5
or section 8(1) of the Industry Training Act 1992.

Institutes of technology and polytechnics.
Key Performance Indicator.

The Minister for Tertiary Education.
Ministry of Social Development.

National Qualifications Framework.

New Zealand Qualifications Authority.
Other Tertiary Education Provider.

Does not refer to a single ethnicity, nationality, gender or culture. The term is used
to encompass a diverse range of peoples from the Pacific region or people within
New Zealand who have strong family and cultural connections to Pacific Island
countries.

Performance-Based Research Fund.
Private training establishment.
Quality Reinvestment Programme.
Student Achievement Component.

Single Data Return.
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SSG Special Supplementary Grant appropriated under Vote Education.

STM Standard Training Measure.

TAMU Tertiary Advisory Monitoring Unit.

TEC Tertiary Education Commission.

TEI Tertiary education institute (universities, polytechnics, colleges of education

and wananga).
TEO Tertiary education organisation (a TEI, ITO, PTE, or OTEP).
TEO Component Tertiary education organisation Component.

TES/STEP Tertiary Education Strategy 2007-12 incorporating Statement of Tertiary Education
Priorities 2008-10.
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