Te Pukenga

5 September 2025
Te Piukenga - Proactive release of Regional ITP Viability reports

Purpose

This document provides background to the following proactively released Regional ITP?! Viability
report conducted for each Te PUkenga ITP business division in 2024. It also provides context for the
reader to understand the report and the environment in which it was developed and how it has
informed subsequent work by each Te Pukenga ITP business division.

Background

The Government via the Minister for Vocational Education announced on 7 December 2023 that
the Government had begun its process to disestablish Te Pukenga. Disestablishment of Te Pikenga
begins | Beehive.govt.nz

In a letter dated 20 May 2024 - Progressing financial sustainability initiatives — sent to Te Plkenga
Council Acting Chair, Minister Simmonds set out her expectations that Te Plikenga take action to
improve the financial performance and viability of our whole network. The letter is available
publicly: www.teplikenga.ac.nz/assets/Publications/Letter-of-expectations-Dec-2023/Letter-to-Te-
Pukenga-clarifying-aspects-of-Letter-of-Expections.pdf.

In June 2024, Te Pukenga was directed by the Tertiary Education Commission (TEC) to obtain
specialist support to review and improve the financial viability of our 16 ITP business divisions to
support their ability to become standalone entities in future. Calibre Partners, Volte,
PricewaterhouseCoopers, and Deloitte (the Consultants) undertook this work as part of the
Regional ITP Viability (RIV) programme. The TEC letters are available here:

e 2024.06.14-Notice-requiring-Te-Pukenga-to-obtain-specialist-help.pdf

e 2024.07.09-Letter-to-Sue-McCormack-Te-Pukenga-re-specialist-help.pdf

In July 2024, the Consultants were engaged and began working with their allocated ITP business
divisions to confirm the financial position of each ITP business division, including, understand the
profitability of programmes and delivery sites, and assess the utilisation of assets.

Following this work, the Consultants were requested to develop reports with options and possible
initiatives and activities that could improve the financial viability and financial positions of each
business division. The Consultants submitted draft reports to Te Plkenga in October 2024 on how
each ITP division could become a viable, stand-alone entity, or how it might minimise financial
losses and operate as part of a federation or merger.

! Institute of Technology and Polytechnic (ITP)
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On 20 December 2024, the Government announced the high-level design of the vocational
education and training sector, although these decisions did not outline which ITP business divisions
would be established, federated or merged: Vocational education and training decisions support
return to regions | Beehive.govt.nz

In January 2025, after waiting for the Government’s announcement, Te Pukenga Council considered
and approved the draft consultant reports for ITP Business Divisions to inform the development of
divisional operational implementation plans.

While some business divisions began activities in 2024, this work continued and accelerated in 2025.

On 14 July 2025, the Government announced that ten ITP business divisions would be stood up as
standalone entities, two of which would be federated with Open Polytechnic as the anchor ITP, and
that four would remain within Te PGkenga from 1 January 2026: Regional governance will return to
ten polytechnics | Beehive.govt.nz

Important points to note when reading these reports

Assumptions

A significant number of assumptions had to be made by Te Pikenga and the Consultants, informed
by TEC, given the context in which this work was undertaken. Many of the assumptions made are
included in the reports and relate to a range of matters. The context for the assumptions included:

e The Government was consulting with the public on proposals for the future structure of the
vocational education and training system at the same time as the Consultants were
undertaking this work;

e No decisions had been made by the Government on the business divisions that would
standalone, and for which merger, federation or another collaborative model could be an
option;

e Uncertainty of the funding model and levels of funding in 2026;

e A fiscally constrained environment with relation to government funding in the tertiary
sector.

In most cases, the Consultants undertook scenario modelling of a “base case” and a “downside
scenario” and the related assumptions are outlined in the reports.

Financial information and data

The financial, staffing and enrolment data and information (current and forecast) contained in these
reports were provided to the Consultants at a point in time (during July-September 2024) for the
purposes of their analysis. Therefore, this data and information may not align with other data and
information within end of year regular reporting and forecasting processes at a business division
and Te Pikenga network level and is not a reflection of where divisions might be at the present
time.
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Financial viability metrics

While no specific criteria for viability was provided by the Government or agencies, Te Pukenga
instructed the Consultants to consider the Tertiary Education Commission’s Financial Monitoring
Framework (FMF) as a guide when assessing financial viability of each ITP business division. The FMF
can be found here: Financial monitoring of tertiary education institutions | Tertiary Education
Commission. We provided the Consultants guiding metrics to use in their assessment to support this
work.

Kaimahi (people/staffing)

Information related to kaimahi and forecasted financial modelling in the reports helped inform
possible areas that could be reviewed at each business division. The information within the reports
was a point in time and provided options and suggestions for the business divisions to consider as
they looked at ways to improve their financial position. The reports where not definitive in their
options, final decisions around what would be consulted on followed a sign off process and a set of
principles.

In deciding on change, business divisions carefully considered a range of matters such as
enrolments, akonga to kaiako (teacher) ratios, programme and course viability, profitability, support
functions and personnel costs among other variables to support improving their financial position.
These matters then informed the rationale within the change proposals.

Formal change proposals were developed by each business division, which subsequently led to
formal consultation processes with affected kaimahi. During consultation kaimahi are encouraged
to provide feedback. This is then reviewed before any final decisions are made by business divisions.


https://www.tec.govt.nz/sector-governance-and-performance/sector-governance-and-performance/monitoring-and-auditing-performance/financial-monitoring-of-tertiary-education-institutions
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Scope Approved TOI-OHOMAI

CSO excerpt Institute of Technology

On 5 December 2023 Te PUkenga Council (the Council) received a letter of This report covers Phase 2 an leets the following scope:
expectations (LoE) from the Minister for Tertiary Education and Skills (the Minister)
which confirmed the intention to disestablish Te PUkenga and re-establish regional
Institutes of Technology and Polytechnics (ITPs).

e Design and propose a pre erating model, including academic and non-
academic staffing req

s would be required to deliver the chosen operating
oposed delivery. This should consider the divestment
plus assets or identified additional working capital.

e |dentify what capi
model and sup
opportunities of a

On 20 May 2024, the Minister sent a follow up letter to the Council stating that “it is
important that Te PUkenga takes whatever actions it considers necessary to improve
the financial performance of the network as a whole, through ensuring each of the

individual business divisions can become financially sustainable.” Phase 2 to gove llowing requirements:
Over May and June 2024, Te Pukenga has been undertaking financial forecasting e Provid alysis and assessment of ITP viability, the scale and scope of change
and modelling with the Tertiary Education Commission (TEC) to inform advice to the r d chieve this, and identified key risks.

Minister about re-establishing existing Regional Business Divisions (the former ITP

business divisions) as possible standalone viable and sustainable entities by 2026. © D n and propose a preferred Operating Model (including academic and non-

aca ic staffing requirements to meet regional vocational training
TEC has also directed Te PUkenga obtain Specialist Help under section 332 of the needs)/Financial Improvement Plan / Merger Plan, including a Profit and Loss and
Education and Training Act 2020. This Specialist Help will focus on considering what alance sheet to 2030 FY, and initiatives that underpin this

operating model and support the proposed delivery. This should consider the

divestment opportunities of any surplus assets or identified additional working

is required to support a pathway to viability working in partnership with Te Pk . . . .
staff (requirements are further outlined later in this document). e |dentify what property and capital assets would be required to deliver the chosen
Cabinet considered proposals on the future of regional business divisions (ITPs

work-based learning divisions of Te PUkenga presented by the Ministeren 1 July capital.
2024 These prop.os.als are subject to a six-week consultation proces ch e Consider the key risks and provide financial analyses to support the proposed
proposed to begin in early August 2024. . L . .
approach to making the entity viable, if possible.
Four phases of work are envisaged: Phase 2 also originally included undertaking engagement with key regional
Phase1 Discovery and Information Gathering - Initial Findings Report stakeholders to determine the impact of any proposed plans at a high level for
Confirm Phase 2 requirements regional vocational education and training. However, this section of the scope was
) ) ) withdrawn.
Phase 2 Operating Model and Financial Improve n

This report should be read in conjunction with the terms and conditions of the CSO

Decision / Government engagemen
dated 10 September 2024 and our Phase 1 report dated 4 September 2024.

Phase 3 Implementation Plan Developme
Phase 4 Implementation
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Executive summary PRIOYE TOI-OHOMAI

Financial improvement plan Institute of Technology

If successfully executed, the strategies outlined in this FIP would see Toi Ohomai become pr

ith a relatively modest net
re targets or strategies, not
(but we consider a turnaround

cannot be completed by 1January 2026).

surplus of $2 million in the first year. The execution risk is currently high because some initiati
fully developed plans. Planning work over Q1-2025 will firm up the FIP, the risk prof'e@

Profit and loss FY23-FY29 ($000s) @

10,000
Future state

4,077
3,083
2,040

FY25

L
&

it post legacy and

Current state

5,402

5,000 -

FY23 FY24 FY29

(5,000)

Net surplus / (deficit)

(10,000)
(9,842)

(15,000)

on res cturing costs
(20,000) :
(22,072) Q

(25,000) -
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: A d
Current state analysis PRIOYE TOI-OHOMAI

FY24 key metrics Institute of Technology

Toi Ohomai is forecasting a net deficit of $10 million in FY24 on the back of a 10% increase | %;Toi Ohomai’'s international
programme remains critical to its success accounting for 12% of EFTS and 15% of revenu€(i

$1 Om 3 04%@&

Loss Teachin

307

Non-teaching FTEs

FY24 vs $22m loss FY23 -31 (@%) vs 2023 +25 (9%) vs 2023

RS

,g\
5,955 (,° 519 $221m

DelIESE International Fixed assets
S O EFTS
-om (3% 2023
+229 (6%) vs 2023 Q~ +174 (51%) vs 2023 m (3%) vs

%
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: A d
Current state analysis PRIOYE TOI-OHOMAI

Financial overview - trading waterfall Institute of Technology

The FY24 reforecast (incorporating September YTD actual results) projects a $9.8 million ne ciQ, 12.2 million lower than the
FY23 net deficit. This was driven by higher revenue (increased domestic and internation d other expense savings, offset

by an increase to personnel expenses.

K
&
N/

2023: 345
2024:

- 4,474 EFTS

2023: 3,726 EFT.
2024: 3,955 EFT:

&
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: A d
Current state analysis PRIOYE TOI-OHOMAI

Financial overview - trading Institute of Technology

Toi Ohomai is achieving improved operating and financial metrics in FY24 but is still deliveri . The objective of the
Regional ITP Viability (‘RIV’) project is to formulate a strategy to bring Toi-Ohomai to a fina y viable state as a standalone ITP.
Doing so requires a material improvement in Toi-Ohomai’s performance (approximately &1 iMion), which is a significant
undertaking.

Profit and Loss FY23 and FY24 reforecast ($000s)

Revenue FY23 Actual Re_forz::; Variance Gover t ding, domestic and international student fees are up
Government Funding 32,565 35,356 2,791 due toin ed student numbers and higher funding and fee rates
Domestic Student Fees 13,792 16,000 2,208 V

International Student Fees 6,780 11,500 4,720

Research Funding 1,114 1,274 160 er teaching income is forecast to reduce due to the closure of the
Other Teaching Income 3,483 2,687 (796) aipa sawmill

Interest Income

Trading Income 6,595 6,835 240

Other Income 417 742 325

Total Revenue 64,746 74,394 9,648 V

Expenses Personnel expenses are higher due to increased remuneration rates
Personnel Expenses 53,776 56,132 (23 (+4%), pay parity for nurses and the repatriation of some Te PUkenga
Teaching Delivery 7,113 7,737 4) costs

Infrastructure 7,569 7,111 8

Administration 7,547 591 1,636

Restructuring Costs
Unusual and Non-Recurring Items
Total Expenses

Infrastructure and administration costs are lower due to active
management of expenses and reduction in discretionary spend

EBTIDA

Net interest
Depreciation and amortisation

Depreciation and amortisation is lower as some assets have reached the
end of their useful life

Net Surplus/Deficit 2,072) (9,842) 8,764

Domestic EFTS 3,726 3,955 229 International and domestic EFTS are forecast to be 51% and 6% above
International EFTS 345 519 174 FY23 levels respectively

Total EFTS 4,071 4,474 403
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Financial improvement initiatives PRIOYE TOIFOHOMAI

Support cost redesign Institute of Technology

The ELT have identified $6.4 million in support cost savings to be delivered from a restructu st¥dent support services and
reductions in other cost centres. Strategies have been developed to deliver these cost sa ich provides greater confidence
about the executability of these initiatives.

Support cost and operating model redesign

e Further detail on the specific cost savings is in Appendix 2. We have factored in a risk allowance for rg W benefits that we consider have execution risk.

Operating model Description Financial Execution

implication risk

Scalable cost e The reduced mix of provision will result in decreased variable pr@gram related costs. $0.8 mill
: . . . . . . . . .8 million
Savings e A detailed review has been undertaken to identify scalable herefore we consider this a low execution risk.
Research e Narrowing the scope of research to focus only on fund search activity. This would result in the cost centre i
restructure being breakeven. $0.6 million
V'S
Other cost savings e Reduction in transport services, depreciation, sup reduction and other savings. $19 mill
. . . . . . . .9 million
e Targeted other cost savings have been rewew\ tail so we consider these to have low execution risk.
P
Student support e Staff have identified overlapping of st ctions and inefficiencies where cost savings can be achieved.
restructure (refer e Actions have specified in detail to a ve savings for two of the cost centres (health and library). As such, we $2.3 million
page 18) consider there to be medium exedution r,sk.
Facilities e The facilities budget has had ificant increase in property maintenance over the past 2 years. Staff consider
restructure that the budgeted spend is ex ive and cost savings can be achieved. $0.8 million
¢ We consider thisa me tion risk as cost savings are achievable but remain unidentified.
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Financial improvement initiatives PRIOYE TOIFOHOMAI

Support cost redesign Institute of Technology

The cost centres delivering student services in Toi Ohomai currently operate in silos. This hag'r d in a number of areas where
functions and services overlap. The ELT have developed a strategy to restructure these f t into three student support
divisions, which is forecast to deliver $2.2 million in cost savings.

Student support restructure and health centre ($2.3 million savings) Execution risk:

e ELT at Toi Ohomai have identified cost centres operating as silos with inefficiencies where staff functiofis overlap or are surplus to requirement. There are currently 22 sub-
divisions that employ 97 FTE. Staff have indicated this could be reduced by 31 to 66 FTE and consolidat three key student support divisions.

e Theillustration below shows how the sub-divisions are planned to be consolidated into the three stiddent support divisions.

e During Phase 2, staff have specified in detail where FTEs could be reduced in the library andihealthescost centres. Collectively these cost centres employ 24 FTE. This has
provided confidence that approximately 25% of the $2.2 million savings are achievable. The balance remains subject to further review but the strategy is viable..

Current structure

29 FTE

Programme compliance Accessibility Quality assurance Facility library

Student service RDL

Referencing Learner functions Info/library Student data Academic development TEEL

Health Heads of department Pathways/Step up Heads of department KSA Heads of department

EF C&E Academic services Development

Revised structure

Kaiako success, academic
development and quality, digital
23 FTE (9 roles discontinued)

Information resourcing, data,
partnerships and pathways
25 FTE (12 roles discontinued)

Health, wellbeing and learner support
19 FTE (9 roles discontinued)
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Financial improvement initiatives PRIOYE TOIFOHOMAI

Operating model review Institute of Technology
Actions to capture savings targeted in the Operating model review are presently unidentifi d répresent a large scale of
change. We consider the strategy is viable and the targeted savings are reasonable but e carry a high execution risk. It
will be possible to assess the achievability of these targets following the design work to ertaken in Q1-2025.

Operating model review ($2.7 million savings) Execution risk: ‘

o A strategy has been developed to deliver $2.7 million in cost savings through a fundamental redesign w ating model for support functions.
e The savings are targeted to be achieved in marketing, international, Maori success, MPTT, financ C\, fagilit
would be achieved equally through personnel and other costs.

e The indicative FTE reductions would result in a 177% FTE reduction across the cost centres th%}tured in the review. Maori success and MPTT have high percentage FTE

ies, digital and other cost centres. Staff expect the savings

reductions relative to the other cost centres. These are areas where significant overlap within ctions exist.

lion would reflect an 8% reduction to these cost centres. We also note that facilities,
s forecast separately. Therefore further savings from these cost centres may

e The total other costs incurred in these cost centres is $16.1 million. A reduction of $1.
international, M3ori success, digital and MPTT have approx. $1.2 million cost saving reduc
prove challenging.

. Indicative personnel cost savings i i Indicative other cost savings i
Current FTE Indicative I.:TE % ] Inc.iicative : Cost centre Current other costs ($) :
. Cost centre reduction uction savings ($) ! ) ;
! : so@@ @ | Marketing 923,575 :
1 Marketing 15 2 % o ) !
' _ . P International 2,617,010
: International 11 18% © Maori Success 138,650
| Maori Success 4 25% L OMPTT 166,000 ‘
MPTT 2 50% Finance 545,313
! Finance 13 1 8% b pCw 389,653 5
| PCW 1 1 7% L Facilities 7,887,548
i Facilities 2 16% ' i Digital 3,462,215 '
Digital 7 3 18% E Total other cost 16,129,964 :
! Other cost centres N 2 N/A | Indicative cost saving 1,350,000
! Total savings 87 15 17% 1,350,000 | 9% saving assumed 8%













d
Financial forecasts Approve TO|-OHOMA|

FY25 key metrics post FIP implementation Institute of Technology

Post restructuring initiatives, Toi Ohomai is forecasting a net surplus of $2.0 million. This a esgthe baseline objective of
returning Toi Ohomai to profitability but with a relatively low tolerance for variances in pér nce over time.

$2.0 M 249%Q/\g/

Surplus Teachin

268

Non-teaching FTEs

FY25 vs $10m loss FY24 55 (48%) vs 2023 -38 (13%) vs 2024

RS

\
3,390 Q& £93 195

Domestic ?\ ISrEr e eRE| Instances of
EFTS O EETS programmes

(565) (14%) vs 2024 -112 (36%) vs 2024
° Q +74 (14%) vs 2024
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Financial forecasts PRTOYE TO|-OHOMA|

Profit and loss 2025 - 2029 Institute of Technology

Toi Ohomai is now projected to generate a net surplus of $2.0 million post restructuring andgesprofitable from 2026. As noted, a
progress review following Q1-2025 would provide an early indication as to whether Toi Ohémaiis’on track to achieve the financial
improvement targets. At that level, profitability remains low but key financial metrics trend pg@sitively over time.

Profit and loss FY25-FY29 ($000s) Performance metrigs
Revenue 2025 2026 2027 2028 2029 | Toi Ohomai Target FY 24 FY 25 FY 26 FY 27 FY 28 FY 29
Government Funding 39,471 40,345 41,237 42,150 43,083 Personnel to Revenue.fatio 60% 75.5% 61.8% 61.6% 61.3% 61.1% 60.8%
Fees (Domestic & international) 32,292 33,328 34,402 35513 36,664 : <5U% 22 22 22 =2 =2 22
Other Income 6,036 6,173 6,313 6,457 6,605 EBITDA Margin 11%+ -3.4% 11.4% 11.8% 12.2% 12.6% 13.0%
Total Income 77,799 79,846 81,953 84,121 86,352 Net OperatingsSurplus Margin 2%+ -13.1% 2.6% 3.9% 5.0% 5.7% 6.3%
Academic SSR 19:1 12.86 16.01 16.06 16.11 16.16 16.21
Expenses - - -
Personnel Expenses 48,115 49,173 50255 51,361 52,490 | Allied to Academie Staff Ratio n/a n/a n/a n/a n/a n/a
Other Expenses 20,788 21,245 21,713 22,190 22,679 Domestic Students 3,669 3,390 3,390 3,390 3,390 3,390
Depreciation & Amortisation 6,856 6,344 5,908 5,780 5,780 International Students 519 593 605 617 629 642
Total Expenses 75,759 76,763 77,876 79,331 80,950
TotalsStudents 4,187 3,983 3,995 4,007 4,019 4,032
Net Surplus (post-restructuring) 2,040 3,083 4,077 4,789 5,402 Staff — Academic Total 326 249 249 249 249 249
Staff — Non Academic Total 285 268 268 268 268 268
Legacy & Restructuring Costs Staff — Total FTE 611 517 517 517 517 517
Non-continuing Expenses (9,353) (150) - - - -
Programme Teach-out (586) (293) ; ; : Total Programmes delivered 307 307 195 195 195 195
Redundancy (provision) (3,604) - - h - Programmes discontinued - 112 - - - -
Consultancy & other (1,000) - - - -
Net Surplus / (Deficit) (12,504) 2,640 2077 4,789 5,402
Depreciation 6,856 6,344 5,908 5,780 5,780
Capex (4,302)  (3,826) 1(3,584) (2,984)  (3,226)
Free cashflow pre-asset sales (9,949) 5;159 6,401 7,586 7,956
Free cash flow - Scenario A (9,949) 3,158 2,683 2,100 655
Free cash flow - Scenario B (9,949) 1,325 (447)  (2,284)  (4,943)
Illustrative downside scenarios assumed from 2026:
(a) Domestic EFTS are 2.5% lower p.a. and International 2% one-off; and
(b) Domestic EFTS are 5% lower p.a. and International 5% one-off.
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Financial forecasts PRTOYE TO|-OHOMA|

Balance sheet 2025 - 2029 Institute of Technology

The balance sheet extrapolates the forecast 2025 year-end position, adjusted for a $20 milliohgecapitalisation. Toi Ohomai's asset
base steadily increases due to free cash flow surpluses and cash from asset sales retained.

Balance sheet FY25-FY29 ($000s) Recapitalisation 2025
Assets 2025 2026 2027 2028 2029 Capital requikements $000s Comments
Cash - capitalisation and trading 22,080 26,985 33,328 40,861 48,750 Forecast gash IJanuary 5,127 Reflects the August reforecast cash balance
Cash - asset sales 10,217 25,597 31,997 31,997 31,997 2025
Trade & Other Receivables 1,934 2,188 2,245 2,298 2,366 y .

W Digital deferred capex 1,343 The difference between 2025 capex & 2026-29 avg. capex
Prepayments 758 758 758 758 758
Inventory Redundancy (est.) 3,604 Reflects Toi- ‘b %
Other Current Assets 94 94 94 94 94
Long Term Assets 202,923 185,025 176,300 173,504 170,950 Change project 1,000 Given the scale of change required, we have adopted a S1
Total assets 238,006 240,646 244,722 249,512 254,914 management / support ’ million provision for additional support
Liabilities
Trade & Other Payables 3,401 3,401 3,401 3,401 3,401 2025 cash required 6,200 Cash outflow excluding items accounted for separately
Revenues in Advance 17,998 17,998 17,998 17,998 17,998
Other Current Liabilities 2,079 2,079 2,079 2,079 2,079 25% capital buffer 3,037 Capital buffer is calculated as 25% on the preceding items
Other Non-Current Liabilities 628 628 628 628 628 Working capital funding is calculated using the 2024 intra-
Total liabilities 24,106 24,106 24,406 24,106 24,106 Working capital est. 10,000 month requirement. This approximates 1 month of

forecast expenses
Equity 213,900 216,540 4 220,617 © 225,406 230,808  Fotential capital 20,057 Estimated $15 - $20m
requirement

e The 2025 balance sheet adjusts for a $20 million recapitalisationf
e Cash is forecast to increase through the forecast period gs afesult of positive free cash e We estimate approximately $20 million will be required to recapitalise Toi-

flow from 2026 onwards and asset disposals. Ohomai.

e Fixed assets decrease substantially throughstheiforegast period as surplus assets are
disposed. Capex requires further investigation as it is currently forecast at 58% of
depreciation.
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Financial monitoring framework PRIOYE TOI-OHOMAI

Financial management practices

Institute of Technology

Toi Ohomai is planning to establish a financial monitoring framework in 2025 to help achievegustainpable financial viability. It is
important that KPIs are tailored to the programme profitability, support cost savings and propérty realisation initiatives identified
in this report and then reviewed post Q1-2025. Further work is also required to understand tive rélationship between support cost
savings and programme profitability.

Establish a
financial

monitoring
framework

Ongoing
financial
viability

Capability and
capacity

Toi Ohomai is planning to establish a financial monitoring framework in 202 is ithportant that the financial monitoring framework
addresses the programme profitability strategy, support cost savings av realisation addressed in this report.
i a

The financial improvement initiatives should also be integrated in i's planning and reporting cycle. This would ensure ELT

remain informed on programme performance and can make ti

Timing of programme profitability and reporting is importa
programme profitability analysis can result in enrolmenti being taken for an already-unprofitable programme and therefore incurring

avoidable cost.

To ensure ongoing financial viability, we conrlsid Mrtant that Toi Ohomai develops detailed KPlIs as part of the financial monitoring
framework. We have commented on KPIs‘en 0. It isimportant these KPIs are also incorporated into governance and reporting.

Analysis of support costs is required to ish a connection with programme delivery (teaching and learning direct costs). The
relationship between programmesprofitability and support costs is not clearly defined. We have commmented on this at detail on pages 28-

29.

Wg the financial improvement initiatives. From our work in Phase 2, all ELT members have shown a
tifying restructuring benefits to provide long-term financial improvement.

o)

ELT is integral to im
commitment tg

Toi Ohomai gar under resourced relative to the scale of change required under the FIP. Further capacity may be required to
execute e financial improvement initiatives in 2025.

We er@a progress review undertaken following Q1-2025 would provide an early indication of whether Toi Ohomai is on track to

achi he financial improvement initiatives outlined in this report. By this date, we would expect to see progress being made in support

cost savimgs and programme profitability changes.
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Financial management practices Institute of Technology

The management of support cost functions and programme delivery (teaching and learning'difect costs) has not been integrated
historically.

Developing Toi Ohomai's management, planning and
reporting processes to support ongoing active
management of programme profitability and support costs
together will help Toi Ohomai remain a financially viable
standalone ITP.

The operating environment and organisational culture has
not drawn together the mix of provision and the other costs

associated with programme delivery (i.e. support costs).
Each has been managed separately.

e The relationship between programme profitability and support costs is not @ Financial systems and practices that draw this relationship together need to
clearly defined or well understood. be established to enable an ongoing review of programme profitability at a

. - . ] fully-costed net profit and loss level.
e There is minimal allocation of support costs to programmes/departments sogit

is not possible to establish a fully costed net profit/loss position within e Programme profitability analysis should be integrated into the annual
programmes. financial planning process. We suggest this occurs at the start of the process
to establish the contribution that will be available to fund support costs. The
planning process will then involve changes to both reach a balanced position
and to optimise profitability.

e This division has led to an operating environment and organisational culture
where the link has not been recognised in financial managefment plahning

and practices.
e This has been a focus of the FIP work e.g. identifying where support costs are

variable to the mix of provision, akonga and kaimahi numbers

e Efficiencies have been targeted by managing the combined impacts of the
mix of provision and programme profitability to enable support costs to be
funded and (where necessary) restructured.
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Integrating support costs with programme profitability analysis would assist decisio
financially viable as a standalone institution.

As a first step, deeper analysis
and financial modelling needs
to be undertaken to identify the
nexus between programmes
and support costs

e We have not been able to undertake this
analysis within the scope of this review.

e We expect such a project would establish
principles that could be applied across the

ITP sector, although each ITP would need to
tailor the allocation methodology to its

business model.

%
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v
2 &

Toi Ohomai will be able to
establish programm

performan cs (e.g.
contributi dle, etc.)
againsm@c programmes can

be &J d

o sess pre-establishment, giving
confidence that programmes will contribute

ositively to Toi Ohomai's financial position;

and

e Assessing on an ongoing basis (while
programmes are being offered), as a leading
indicator to highlight where intervention

might be necessary to maintain the financial
health of a programme.

.

n maé;; help Toi Ohomai remain

Aligning programme profitability
and support costs in this way will
also instill accountability across
the organisation and help

identify inefficiencies at a support
cost level

e Toi Ohomai's ELT will need to be
accountable for its overall financial
performance and position.

e Programme leads can be held accountable
for ongoing programme performance. This
should be a continuous process, not one that
only occurs in the planning process.

e Cost centre leads will be able to actively
manage their departments throughout the
year to maintain an efficient cost structure.
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Key risks of financial improvement plan
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evel to the financial viability of

Implementing and achieving the financial improvement initiatives poses several risks at a jéc
Toi Ohomai. However, post restructuring the risks will shift to maintaining an ongoing@é viable state.

Key risks

Risk description

Risk rating

gation

Programme profitability
change implementation

Property realisation

Lag impact of
programme review

Management capacity

ELT

Scale of change

Programme profitability change implementation
doesn’t generate the required savings

Property realisation doesn't achieve required c
savings

There is a risk that programmes beco Mle

and delays to reviewing these result in |08ses deing
incurred before the programme js dis€ontittued

Future inaccuracies in progra,—x itability data.
Resourcing constraints to‘implement change

proposals and achiev t savings.

g the financial improvement
this report

ELT isintegral to
initiatives o d

@ hange will be disruptive for kaimahi over
iNnth period (but is essential to return Toi
o profitability)

.
@

2

ELT are currently undertaking change proposals. As part of
these proposals Toi Ohomai will confirm specific FTE
reductions that can be achieved.

Detailed optimisation review has taken place and therefore
we consider the change implementation should achieve the
required savings.

s 9(2)(b)(ii), s 9(2)(ba)(ii) We
are confident that the cost savings from this initiative will be
executed and therefore consider this a low execution risk.

Toi Ohomai is yet to establish a financial monitoring
framework but we anticipate that this will be designed to
ensure programme profitability is integrated into the
planning cycle

ELT have broad sector experience and therefore capability to
effect change is low risk. However, ELT appear under
resourced and further capacity could be required to execute
the strategies.

Toi Ohomai should look to confirm ELT positions, especially
the Chief Executive position, as early as possible.

Kaimahi engagement and communications strategy should
be developed.
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Support cost redesign
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Scalable cost savings ($0.8 million savings)

e As a result of the reduced mix of provision, a number of costs that are
variable to the programme offering will reduce.

e Staff have undertaken a detailed review of some of the scalable costs and
identified where current services can be discontinued.

e As noted on page 19, the operating model review reflects further savings in
international, Maori success, digital and MPTT. Therefore, the percentage of
savings assumed may be challenging.

% savings
Scalable costs Total cost S000s assumed
IT (digital) 3,462 200 6%
Student and learning support 1,604 120 7%
Library 910 111 12%
Maori Success and MPTT 305 90 30%
Café 301 68 23
International 2,617 38
Other 1,077 158 9

Total 10,275 784 & 8%
Execution risk: ' C)

v

e The facilities cost centre has a f $7.9 million. Staff have indicated
that approximately 10% of can be saved through a reduction in
property maintenance aff have not identified specifically where
the cost savings will

e Asnotedon pagel9,s
Operating Mogelgevie
be challenging.

Executi is

Facilities ($0.8 million sa:%@
e

1

o r
ieved.

e savings have been identified as part of the
herefore, additional savings from this budget may

Research ($0.6 million savings)

e research centre is forecast to receive $0.6 million in funding but has $1.2
million in personnel and other costs forecast in 2025.

o After review of this cost centre, staff have identified areas where research is
being undertaken on an unfunded basis. ELT intend to narrow the scope of
the research cost centre to areas that are funded in 2025.

e This will result in the cost centre being breakeven and saving $0.6 million.

Execution risk: ‘
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Other cost savings ($1.9 million increased cost)

e Staff have also undertaken a review o

Execution risk: ‘

Page 37

Staff have identified $0.3 million cost savings in transport. The budget
originally reflected 2 separate providers being utilised for both terms. Three
specific bus routes will be continued under only one provider for semester 1
2025. This reduced service delivers $0.3 million cost savings.

Staff have identified Zif(z)(b) reduction that could be achieved in either the
PCW or finance cost centre. This will generatezi?(z)(b)million savings.

Toi Ohomai is currently obligated to pay s 9(2)(@) to Worksafe under an
enforceable undertaking. For the purposes of the financial forecast, we have
reflected this as a non-recurring cost that would not be incurred in a target
year.

Depreciation savings of $0.8 million have been estimated by staff. The 2025

budget factored in a reduction in useful life over some assets. The finance

team have reviewed the useful life of these assets and determined they will

remain as-is, therefore resulting in a lower depreciation expense. V

Following submission of the early childhood education (ECE) budget, an
additional $0.2 million of revenue was identified that could be achieved.

The revenue improvements are detailed as follows:

2025 budget Revised evem./e
ECE revenue ($000s) revenle uplift
MOE increased funding 1,000 1,100 100
Childcare fee rate uplift 200 80
WINZ increased subsidy 90 120 30
Total 1,290 ,500 210

59(2)
E staff costs and identified @

FTEs that could be reduced, providi ilion savings.

?\
N
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Organisational Structure (post restructuring) Institute of Technology

Implementing the financial improvement initiatives will result in a significantly restructur omai. The organisational
structure following these changes is expected to reflect the chart below.

Executive Leadership Team

Academic staff
304 FTEs pre-restructure v
249 post FTEs restructure

Support cost centres Faculty (other)
234 pre v 207 post FTE 65 pre v 53 post FTE

Te Kura
Maori
EFTS

17 FTEs

Legal Study Education 3eauty Learning People & Childcare

338 EFTS 222 EFTS 195 EFTS 152 EFTS Support Culture IS centre 53 FTEs

17 FTEs 14 FTEs 16 FTEs i4 FTEs 19 FTEs 13 FTEs 1S FTES 17 FTEs

. . Construction . Other Other
Business Tourism Engineering

- Trade Jepartments Finance Facilities support

E
13527 FETFETSS 1;5 ,:ETFETSS 70 EFTS ?9) C‘WFTS 1,915 EFTS 13 FTEs 13 FTEs centres
27 FTEs y 50 FTEs 125 FTEs

e In 2024 Toi Ohomai employed 304 FTE

63 programmes. e $2.5 million in support cost centre savings have
been identified. This is achieved by a 26 FTE
reduction

21 Academic Leads

e Post restructuring, 249 FTEs would
FTE reduction (18%))

ired to deliver 127 programmes (55

13 Faculty Administrators

e Learning Support, Childcare centre and Marketing ekl
employ the largest number of FTEs with 19,17 and 15

FTEs respectively

10 Other
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By applying the financial improvement initiatives to the budget and overlaying variable as tions, we have produced a
financial forecast for FY25-FY29.

2025 budget
(input)

The 2025 budget was
used as the base input to
the financial forecast.

The 2025 budget was
reviewed and approved by
Toi Ohomai ELT in June
2024.

Financial
iImprovement
initiatives

The financial improvement
initiatives (‘initiatives’) have
been overlaid into the 2025
budget.

These initiatives reflect
structural changes that will
impact revenue and costs.

Variable
assumptions

Following thesinitiatives,
variable,assumptions have
beengjdentifiea:

V,
di

agsumptions are
ers of revenue or

ct

4 Growth factors

We have incorporated
growth factors for forecasting
the 2026-2029 PnL and
balance sheet.

The growth factor for most
components is consistent
with forecast inflation.

Financial
forecasts
(output)

The layers of change in steps
1-5 result in a financial
forecast from 2025-2029.

Revenue

e Change to MOP
e Revenue retention

,g\

e EFTs numbers

e Domestic, international
and govt. funding per EFT

e Interest rate

e Dom. EFTs flat, Intl EFTs 2%

e All other revenue
components forecast to
grow at 2.2% (inflation)

Expenditure

e Change
e Prog e optimisation

cost

° ﬁ 777777 t cost centre savings

e FTE numbers
e Salary per FTE

o All expenditure
components forecast to
grow at 2.2% (inflation)

Balance sheet

o et disposals and site
consolidations
e Recapitalisation

e Capex is aligned with Toi
Ohomai's forecast IT and
property capex spend
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Restrictions Institute of Technology

This report is not intended for general circulation, nor is it to be reproduced or used

for any purpose other than that outlined above without our written permission in

each specific instance. We do not assume any responsibility or liability for any losses

occasioned to any party as a result of the circulation, publication, reproduction or use

of this report contrary to the provisions of this paragraph.

In preparing this report we have relied on information provided to us by others. We

have not independently audited or verified that information and express no opinion

on its accuracy, completeness or reliability. We reserve the right (but will be under no V
obligation) to review this report and if we consider it necessary to revise the report in

light of any information existing at the date of this report that becomes known to us
after that date.

The information provided to us may include forecasts of future revenues and
expenditures, profits and cashflows. Forecasts by their very nature are uncertain, and
some assumptions inevitably will not materialise. Therefore actual results achieved

may vary significantly from those in any forecasts. the
In addition to the above, this report is submitted pursuant to a CSO that is da 1V

September 2024 and the terms and conditions that are outlined therein.

N
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