Te Pukenga

8 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
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

CSO excerpt

On 5 December 2023 Te PUkenga Council (the Council) received a letter of This report is our Phase 2 repogmandireflgCts 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 needs) /
TEC has also directed Te PUkenga obtain Specialist Help under section 332 of the 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 Puk . . . .
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 1July 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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Future state

The FIP detailed in this report (or alternatively, NorthTec's own operating plan) shows that thfer
viability for NorthTec as a standalone institution. We consider there is a strong case for a
established ITP will be able to instil the required management discipline and accountabih

is o clear pathway to financial
r articularly as a more
that has been lacking at NorthTec.

NorthTec - future state
e NorthTec has been on a continual path of decline since its peak in 2018 / 2019.
Since that time:
- EFTS have decreased ~40%;
- It has lost significant market share; and
- Support costs have not been ‘right-sized’ to match the decline.
e Thereis limited awareness of the financial underperformance and the drivers of

that performance, and a clear lack of accountability, discipline and capability
throughout the organisation.

e We have serious concerns about NorthTec's ability to: V
- Execute its FY25 operating plan, particularly if declining trends continuejfan
- Implement the change programme.
ve

o NorthTec's viability is dependent on it acting now to mitigate risks
performance. \

intaining face-to-
faces a structural
lone organisation
imated

e Itisapparent from our engagement with stakeholders that
face delivery in the region is of critical importance. NorthT;
issue in terms of its support costs. Specifically, to be a stan
there is a base level of support structures required w h
contribution from programmes is insufficient to fund.

e Accordingly, we have considered alternative of @
delivery continuing in the region in a financiall
consider there is a strong case for a mer.
will be able to instill discipline and ac

ructures which could see
manner (refer opposite). We
rticularly as a more established ITP
within NorthTec.

Federation. However, we do not have
ntry into the Federation. 8 9(2)®)(i), s 9(2)(@)()

e NorthTec may also be a candidate
information on the criteria required f

r / Takeover
orthTec to merge with a more established ITP.

NorthTec would benefit from:
- Economies of scale regarding support services;
- Merge partner instilling the management and operating

processes, disciplines and accountability that is currently
lacking at NorthTec; and

- Expertise in resetting and developing a sound
international strategy.

e A merged institution could also be more competitive in the
region, assisting in NorthTec gaining back some of its lost
market share.

Shared services

02 &

e Goal would be for all participants to benefit fromm economies
of scale by sharing support services that do not need to be
located on-campus.

NorthTec to partner with one (or more) ITP's which are in a
similar financial position.

Regardless of NorthTec's future state, the improvement
initiatives set out in this report should be pursued immediately in
order to ensure NorthTec is in a better financial position than it is
currently.
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Future state

Merger / takeover

We consider leadership, discipline and accountability are the critical benefits that would flo Tec from a proposed
merger (in addition to the likely financial benefits). Our preliminary analysis shows that a (ba)(ii), s 9(2)()
could provide the support services NorthTec would need within the estimat ble funding of $2.5 million,

avoiding losses. We consider that would also be the position if NorthTec were to merge, *2M. s 9)(ba)i, s 9(2)()

We have undertaken high-level analysis to assess the

G /O ti Merge Partner . . . .
enersla/nazeerra 1ons Acadgemic L-oad rplus contribution that may be available in a merger
’—‘ scenario if NorthTec itself is only to provide teaching and
e 10FTE o 10FTE e Academic Quality core on-site services
! t
i L]

e Training Develop
This would see NorthTec continuing to provide the following
«  Regional A services and incur the associated costs

M3ori Partnership Academic Departments « Digital Learni - Face to face delivery continues in the region per the FIP.
o 10FTE o 66FTEs . i i

e Registry

ic Regjistrar - Property / facility related costs continue to be incurred

* Architectural, Civil and Accounts specific to a rationalised property footprint.

Electrical Engineering

o Commercial Transport - Senior Leadership —1x FTE as the regional lead,

D e Operations . : = A
T . Computing and / N N supported by a strat.eglc.partnershl.ps and Maori success
Administration ernational viarketing lead. We consider this critical to facilitate engagement
© 20FTEs * 64FIEs « Engineering Maori Success Equity within the region given NorthTec’s declining market

«  Environmental ¢ Chief Executive position and its wider objectives.

! e Business Development . . . . . . .
o Fencing \ e Puma O M_p - IT operating costs are maintained, with rationalisation of
. e Hairdressing a ut . e Puna e Matauranga . . i .
Org. Wellness 9 Yy personnel. There may be further savings in this area in the

o Hospitality future.

e 25FTEs * 10FTE o Nursing

- Student Support and Library.
e Social Services
. Sp ecreation ~ ° I I I o After allowing for the above, our analysis shows residual
ogy
e

ec

EBITDA of circa $2 million to $2.5 million would be available
Est. EBITDA for

T : to a merge partner.
o aingarahu . . s 9(2)(b)(ii), s 9(2)(ba)(ii), s 9(2)(j)
Q Te Reo servicing .
OPNZz
Tourism

104 teaching FTEs

e Initial analysis indicates the additional workload taken on by
a merge partner could be funded with the residual available
funding. Further work is required to firm up assumptions to
determine achievability.
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Future state

Shared services

Approved

Under a shared services arrangement the costs associated with maintaining a governance uré and ELT would mean there

would be limited contribution available to fund the outsourced functions. In addition, NopthT

organisational disciplines which would result from a merger.

10 FTE

Governance structure

Executive Leadership Team

6.6 FTEs

|

e 20FTEs

Student Support

e 64FTEs

|

e 25FTEs

Org. Wellness

e 10FTE

|_Maori Partnership | Academic Departments

e Architectural, Civil and
Electrical Engineering

o Commercial Transport

¢ Computing and
Administration

e Engineering

e Environmental

e Fencing

e Hairdressing and Beauty
e Hospitality

e Nursing

104 teaching FTEs

Functions outsourced

Academic Quality

Training Development
Registry

Regional Administrato
Digital Learning
Academic Regjistr:

Corporate Acc

Te Puna O Te Matauranga

ould not benefit from the

e Consistent with the merger analysis, we consider the
same set of functions could be ‘outsourced’ from
NorthTec into a shared services model.

e We do not consider that a shared services model
would provide the same benefits that a proposed
merger could deliver. Specifically:

- Financial benefits: A full ELT would be required to
stay in place at significant cost. In addition, once Te
Pukenga is ultimately disestablished, NorthTec
would be required to implement a governance
structure. Again, this would come at a cost

- Organisational discipline: NorthTec would not
benefit from the leadership and disciplines which
would be instilled by a merger partner. This will
make a turnaround more difficult and likely
lengthen the timeframe to capture financial
benefits.
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Current state analysis

FY24 key metrics

NorthTec is forecasting a net deficit of $7.9 million in FY24.

<&

LG Teachln

&
&\
1597 Y 13

Domestic International

EFTS O EFTS
+21 (1.3%) vs 2%@ 19 (-12.7%) vs 2023

$7.9m 1@3/&

112

Non-teaching FTEs

-2 (-12%) vs 2023

$4dim

Fixed assets

Im (-2.1%) vs 2023
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Current state analysis

Financial overview — balance sheet

NorthTec has a high fixed asset base, primarily comprised of the Raumanga campus. Liabilitieg’primarily comprise the Te
Pukenga debt. It has no prospect of repaying that debt from trading.

Dec 2023 June 2024
$000 Actual Actual Movement
Cash and cash equivalents 6,125 6,447 321 Wad by NorthTec
Debtors and other receivables 3,888 2,814 (1,075)
Other current assets 133 294 160 . . . .
Fixed assets reflects the main campus in Whangarei and other
Tangible fixed assets 45,239 44,271 (968) regional campuses (Kerikeri, Dargaville and Kaitaia) owned by
Total assets 55,386 53,825 (1,561) NorthTec.
Value as of 31 December

Creditors and other payables 9,869 10,516 4 Campus Location 2023 ($000s)
Deferred revenue 4,035 4,489 4 Raumanga Valley Road & Kendon s9(2)

Raumanga Street (b)), s
Employee entitlements 1,243 2,07 835 o2 ~

Dargaville Cnr Parore and Gordon Street 0)
Borrowings 12,173 ;131 (43)

Kerikeri Kerikeri Road
Total Liabilities 27,321 29, 1,893

Kaitaia Oxford Street
Net assets 28,064 ,611 (3,454)

Future Trades Campus Dyer Street (Horticulture)

E Borrowings represent intercompany loan from Te Pukenga.

We understand this largely operates like a revolving facility with
funds drawn and repaid to manage net interest costs and when
cashflow permits. We do not believe NorthTec has any prospect of
repayment of this debt in the foreseeable future.
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Current state analysis

Programme overview

)
AV,

Total net contribution increased from $5.5 million in 2023 to $7.2 million in 2024.

L €

Currently NorthTec’'s non-teaching support costs are- higher than the contribution margin nerates.

A\

\/

Net contribution (after teaching support costs) by department 2024 & Were several net contribution increases in FY24:

&
C
9
)
=)
0
=
)
C
o
O
)
[}
zZ

There were several departments whose net contribution declined
in FY24:

0% . EFTS

‘ Positive contribution . egative contribution
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Financial |mprovement INnitiatives

Delivery site consolidation and programme discontinuation

Analysis shows the indicative changes to the MOP could increase net contribution from $7 ign in FY24 to $10.0 million in

Estimated net contribution (after teaching support costs) by department 2025

100%

80%

60%

40%

20%

Net Contribution (%)

0%

-20%

-40%
200.0 250.0 300.0 350.0 400.0

0.0 50.0 100.0

‘ Positive contribution egative contribution
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Financial improvement initiatives

International reset

NorthTec'’s international student numbers declined in FY24 vs FY23 (against the trend experi y ITPs nationwide). An
international strategy reset is required. This will deliver $1 million (net) in indicative cost r ioNs. Costs will then need to
increase again on the back of revenue generation, once a clear strategy is developed an réed.
International strategy Strategy rese
s Since Covid, the number of international students attending NorthTec has o 5 9(2)(b)(ii), s W

declined. This has continued during FY24, despite the growth experienced across

the ITP sector. . . .
o S9( 9(2tba)(ii) will remove cost in the short term and enable
ec t6 engage an experienced professional to drive a reset and development

international strategy.

e There are currently two departments within NorthTec responsible for its
international strategy: o

- International Marketing: Marketing, enrolment and pastoral care for
international students; and

- Direct Delivery: NorthTec provides teaching staff internationally (mostly in V’
ei

The strategy needs to focus on building a pipeline of students coming to
Northland to attend NorthTec (as opposed to Auckland).

We estimate the immediate indicative savings to NorthTec from § @O, s 9)ba)i)

China) who deliver courses with the aim of encouraging students to finish . ) .
at $1 million (net of direct delivery revenue).

studies at NorthTec.

e We have included a provision in our analysis to s 9(2)(b)(ii), s 9(2)(ba)(ii)

During our Phase 2 review, we engaged deeper within the organisation a ) . .
‘ 9 gagd P 9 . . Costs in this area would be expected to increase once a

became apparent that there is no coherent international strategy. T. rly strateqy is develobed and bursued

impacting NorthTec's international offering. This appears to be drive oy P P '

- Management expertise: Staff responsible do not appear to the appropriate
skills and experience to deliver a strategy;

- Auckland Centric: The services appear to be primarily naged out of -------------------
Auckland. As a result, international students attending t kland campus do E Indicative cost savings ) ) ) )
not go on to study in Northland; Cost centre lnterna:g?za)l(tl)\;larketmg Dlrzc;(%tzg;/ery 5

- Lack of academic alignment: There is no alig tween courses delivered E Current FTE (i), s 9(2) (i), s 5
internationally and those provided by North estically, which does not Indicative FTE reduction (ba)(ii) 9(2)(ba) :
result in a pathway for students to conti at NorthTec; : 9% FTE reduction (i :

- Lack of impact: Both departmentsin icant cost (and were seeking : Indicative savings ($) f
increased budget) — however int nalstudent numbers continue to : ;

: Support cost savings ($)

decline. 5 Total indicative savings 565,295 599,202 ;
' s 9(2)(b)(ii), s 9(2)(ba)(ii) 150,000 _ 5

: Revised indicative savings 415,295 599,202
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Property rationalisation

Raumanga campus (Blocks A-H)

e'proposed changes to the MOP

Ga estimates FSEBMSSRUII

NorthTec’'s main campus has been underutilised for several years as a result of declining EF
provides an opportunity to rationalise the campus and free up surplus land for disposal.

Raumanga campus (Block A - H)

Financial implications

Department Current Location

ICT Services/Caretaker Block B o We summarise below the potential financial impacts of proceeding with this

Tourism Block H course of action.

Arts Block H o These amounts are based on initial view from NorthTec staff and will require

Hairdressing & Beauty Block H further investigation and scoping to confirm the position.

Gym BlockH . S 4 i L .. e i
Y Indicative financial outcomes

Te Whare Wananga o Block G /000 Already included in FY25

Awanuiarangi (leased from NorthTec) Category Budget

Several small tenants Block B

____________________________________________________________________________________________________________
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Property rationalisation

Ngawha / Kerikeri

NorthTec currently operates from two campuses across the Kerikeri/Kaikohe region that are léc ithin 20km of each other.
Both are underutilised.

Current positio

Kerikeri e This campus is operated under a management e Asaresul eclinifig EFTS, both campuses are underutilised. Apart from the new
arrangement with local iwi (Te RGnanga o Ngati i ramme, we are unaware of any strategy to increase numbers at
campus Rehia).
Kerikeri Ngawha Campus
(owned) e Under the management agreement, € P
programme offerings are decided by the local 93 88
iwi (covering primary production, construction, 51
Te Reo and horticulture). Reduction 43 37
V % decrease 46% 42%
[ ]
Recommendation
_ _ e Opened in 2023, as part of a witer property e Werecommend:
NgaWha consolidation exercise in K b -
campus e The campus houses auto i
(leased) workshops among ot j '
understand a Maoki.Nu g programme has -
also been earm moved to this
campus.
e There are @ ements in place with local Kura to
- A | _
°
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Financial forecasts

Profit and loss 2025 - 2029

A net deficit (post-restructuring) of $5.4 million is forecast for NorthTec assuming the targ nigiatives are implemented and
the estimated benefits are captured.

Profit and loss FY25-FY29 ($000s) Performance i
Revenue 2025 2026 2027 2028 2029
Government Funding 14,786 15,112 15,444 15,784 16,132 NorthTec Target FY 25 FY 26 Fy 27 Fy 28 FY29
Fees (Domestic & international) 6,882 7,052 7,226 7,404 7,588 <60% 69.8% 70.5% 70.5% 70.4% 70.3%
Other Income 2,160 1,893 1,935 1,978 2,021 1%+ -10.2% 10.2% 101% 10.0% 0.9%
Total Income 23,828 24,056 24,605 25,166 25,741
ing Surplus Margin 2%+  -22.7% -19.9% -18.8% -17.8% -17.7%
Expenses 19:1 16.00 16.01 16.01 16.02 16.03
Personnel Expenses 16,631 16,964 17,337 17,719 18,108 llied Acad ) ff -
Teaching Delivery 1,239 1,267 1,295 1,323 13 led to Academic Staff Ratio n/a n/a n/a n/a n/a
Administration 8,517 8,271 8,456 8,644 estic Students 1,620 1,620 1,620 1,620 1,620
Depreciation & Amortisation 2,859 2,353 2,138 International Students 38 38 39 40 a1
Total Expenses 29,247 28,855 29,225
Total Students 1,658 1,659 1,659 1,660 1,661
Net Surplus (post-restructuring) (5,419) (4,798) (4,620) (4,478) Staff — Academic Total 104 104 104 104 104
) Staff — Non Academic Total 88 88 88 88 88
Legacy & Restructuring Costs
Rental income (legacy) 122 122 - - Staff — Total FTE 191 191 191 191 191
Teach out (577) ) ) "| Total Programmes delivered 107 75 75 75 75
Non-recurring expenses (4,002) - - - - - -
Redundancy and restructuring cost (4,000) - - - -|  Programmes discontinued 32 B - B B
Ngawha legacy costs (816) - - -
Raumanga legacy costs (673) - - -
Net Surplus / (Deficit) (15,365) (4,620) (4,478) (4,546)
Depreciation 2,859 2,138 1,958 1,988
Capex (2, (2,300) (2,300) (2,300)
Free cashflow pre-asset sales (14,801 (5,296) (4,783) (4,820) (4,858)
Illustrative downside scenarios assume from 2026:
rree cosh fowscenario A 114,506) 5781) 578 (6275) (681 e e e a% lower D and Internationsl 5% one-oft.
Free cash flow - Scenario B (14,806) (6,259) (6,666) (7,618) (8,566) ° pa ° :
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Financial forecasts

Balance sheet 2024-2029

Approved

The balance sheet extrapolates the forecast 2025 year-end position, adjusted for a $5 milli
base decreases due to asset disposals, free cash flow deficits and depreciation outweighi

apitalisation. NorthTec's asset

Balance sheet FY25-FY29 ($000s)

Recapitalisdati

$000s Comments

Assets 2025 2026 2027 2028 2029
Cash - capitalisation and trading 7,634 2,280 (2,563) (7,437) (12,365)
Cash - asset sales s 9(2)(b)(ii), s 9(2)()

Trade & Other Receivables 2,578 2,636 2,696 2,750 2,821
Other Current Assets 223 223 223 223 223
Fixed Assets 56,472 s 9(2)(b)(ii), s 9(2)())

Total assets 66,907

Liabilities

Trade & Other Payables 7,591 7,591 7,591

Employee Entitlements 830 830 830

Deferred revenue 7,215 7,215 7,215

Loans and borrowings - - -

Total liabilities 15,636 15,636 15,636

Equity 51,271 s 9(2)(b)(i). s S(

e The 2025 balance sheet adjusts for a $5 million recapitalisa

e Cash is forecast to decrease through the forecast peri s a'result of negative free
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cash flow. Asset sales contribute s 9(2)(b)(ii)

Fixed assets decrease by s 9(2)(0)(ii) in 2Q
are forecast to steadily increase as ca

arily as a result of the asset sales then
weighs depreciation.

Loans and borrowings are forecast nil as we have assumed the debt owed to Te

Plkenga is written off.

Capital re(w ents N
Forecasgt cashl J ry 2025

D d

(4,433) Reflects the forecast cash balance
pex -

This reflects the difference between 2025
230 capex and the average capex calculated

between 2026 -2029
NB: Reference to Wintec below should read NorthTec
This reflects Wintec's budgeted redundancy

4,000 cost and provision for additional support

Defepred capex

Redundancy/change mgmt.

Capital buffer is calculated as 10% on the

10% capital buffer 423 S
preceding items

Working capital funding is calculated using
3,500 the 2024 intra-month requirement. This
approximates 1 month of forecast expenses

Working capital est.

Total capital requirement 3,720 Estimated $5m

e« We estimate approximately $5 million will be required to recapitalise
NorthTec. We have modelled the recapitalisation to occur in December 2024.

e The free cash outflow in 2025 is assumed to be funded by Te PUkenga
through the loan account which is then written off at 31 December 2025.

e The recapitalisation would provide working capital funding and a capital
buffer. However, it would be depleted by 2027 due to successive free cash
outflows.










. Approved
NorthTec operating plan

The NorthTec operating plan, if achieved, would deliver an estimated $3.0 million in additionél profitability. This would decrease
the forecast FY25 loss to $2.3 million (prior to non-recurring expenses). This does not me uirements for NorthTec to be
deemed a financially viable standalone organisation.

FIP FY25 Forecast PnL vs NorthTec FY25 Forecast PnL

$S000s FIP FY25 Forecast NorthTec FY25 Variance , ) )
Forecast NorthTec's Government funding, other government funding
Revenue and Domestic fees are predicated on delivering programmes

Government funding 13,116 15,669 2,553 t0 1,973 glomestic EFTS. The FIP forecast PnL assumes 1,620
Other government funding 1671 1881 211 domestic EFTS, resulting in lower revenue.
Domestic fees 5,999 6,425 42
International fees 883 883
Other income 2,160 2,160 -
Total revenue 23,828 27,018
Exenditure NorthTec's PnL reflects 5 additional academic FTE due to the
Personnel expenses 16,631 17,253 (622) higher number of programmes delivered.
Teaching delivery 1,239 1 (17)
Administration 8,017 8,0 (12)
Risk allowance 500 - 500 ) )
Depreciation 2859 2859 1 The Fll? |nc!udes a r|sk.allowance of $500,000 tg reflect the
- execution risk of certain elements of the FIP. This has not
Total expenditure 29,247 9,396 (149) . . ,
been included in NorthTec's plan.
Net Surplus / (Deficit) (post-restructuring) (5,419 (2,378) 3,041
Domestic EFTS @ 1,973 353
International EFTS 38 38 5
Total EFTS 1,658 2,010 353
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Financial monitoring framework

Financial management practices

Given NorthTec's position, determining its future state will ultimately guide the framework requi o improve its financial

viability. Regardless, NorthTec should establish a financial monitoring framework immedi
tailored to the final plans for implementation of the programme profitability, support co
initiatives identified in this report.

develop KPIs which are
s and property realisation

Capability and
capacity

Establish a
financial

monitoring
framework

Financial
viability KPI's

We consider a progress review undertaken following Q1-2025 weuld provide an early indication of whether NorthTec is on track to achieve
the financial improvement initiatives outlined in this rep@rt. By this date, we would expect to see progress being made in support cost
savings and programme profitability changes.

A financial monitoring framework should be Wby NorthTec as early as possible in 2025. It is important that the financial
monitoring framework addresses the pro e fitability strategy, support cost savings and property realisation addressed in this
report.

The financial improvement initiatives s Iso be integrated into NorthTec's planning and reporting cycle. This would ensure ELT

remain informed on programmeger ance and can make timely decisions.

Timing of programme profitability amd reporting is important to enable decisions around continuation of programmes. Delays to
programme profitability an@lysis can result in enrolments being taken for an already unprofitable programme and therefore incurring
avoidable cost.

We consider it i ant that NorthTec develops detailed KPIs as part of the financial monitoring framework. This will help ensure

organisati fi S redirected towards capturing financial benefits. We have commented on KPIs at page 39.

Analysis costs is required to establish a connection with programme delivery (teaching and learning direct costs). Currently
ther ackyof understanding regarding the relationship between programme profitability and support costs across NorthTec.

Histo [ly, this lack of understanding has resulted in decisions being taken (or not taken) that have ultimately impacted NorthTec's

financialViability.
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. . . . Approved
Financial monitoring framework

Financial management practices

The management of support cost functions and programme delivery (teaching and learning'ditect costs) has not been integrated
historically. There has been no focus on controlling support costs as EFTS has declined.

Developing NorthTec's management, planning and
reporting processes to support ongoing active
management of programme profitability and support costs
together will help NorthTec 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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Financial monitoring framework

Financial management practices

Integrating support costs with programme profitability analysis would assist decision maki %}help NorthTec remain

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.

2 ng O

NorthTec will th e able to
establish programm

performan cs (e.g.
contributi dle, etc.)
agains%c programmes can

be XQJ d

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

ositively to NorthTec'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.

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 NorthTec'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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Financial monitoring framework

Key risks of financial improvement plan

Approved

Implementing and achieving the financial improvement initiatives poses several risks at a jéctdevel to the financial viability of
NorthTec.
Key risks Risk description Risk ratin 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 cost
savings

There is a risk that programmes become

and delays to reviewing these result i
incurred before the programme is di

Resourcing constraints t %t change

proposals and achieve t savings.

g the financial improvement
this report

@

0-24-month period (but is essential to return

@ Teeto profitability)

ELT to ensure that drafted change proposals are completed,
robust and subject to peer review.

As part of these proposals NorthTec will confirm specific FTE
reductions that can be achieved and reporting framework to
measure what is achieved.

Property strategy has yet to be confirmed at ELT level.
This remains a high risk until formally agreed.

NorthTec is yet to establish a financial monitoring
framework.

We recommmend that this is designed to ensure programme
profitability is integrated into the planning cycle. This
remains a high risk until in place.

Historically NorthTec has lacked the skills and experience to
deliver/implement change proposals.

We note the three new directors commenced on 18
November 2024 such that the ELT can now be established.

New directors are now in role.

NorthTec should look to confirm ELT roles and
responsibilities in delivery of the financial improvement
initiatives.

Kaimahi engagement and commmunications strategy should
be developed.
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Appendix - Restrictions

Approved

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
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 the actual results

achieved may vary significantly from those in any forecasts. V
4

In addition to the above, this report is submitted pursuant to a CSO that is da
September 2024 and the terms and conditions that are outlined therein.

N
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Pathway Managers

Current structure

Approved

Director - Akonga
Success

Pathway Manager -
Social Serivces
(Acting)

Pathway Manager -
Architecture, Civil
and Electrical
Engineering

Pathway Manager -
Services Industries

Pathway Manager -
Primary Industries/
Environmental
(Acting)

Curriculum Lead-
Construction and
Plumbing (Acting)

International Campug
Lead- Auckland
(Acting)
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Pathway Manager-
Nursing

Pathway Manager -
Engineering and
Commerical Road
Transport

Pathway Manager -
Toitl Te Reo

Pathway Manager -
Creative (Acting)

Curriculum Lead -
Construction and
Painting (Acting)

Yternarional Campud
L =ad- Whangarei
(Acting)

_Significant Impact
_Impact - Realigned/ Change in Scope
-Excluded from 2024 Consultation






















Appendix 4

Key modelling assumptions

Approved

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 for
those items outside of

programme contribution.

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

2initiatives,
variable,assumptions have
beengdentified:

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 < ’

,g\

e EFTs numbers

e Domestic, international
and govt. funding per EFT

e |nterest rate

e Dom. EFTs flat, Intl EFTs 2%

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

Expenditure

e Change E
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
NorthTec's forecast capex
spend
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