Te Pukenga

3 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.


https://www.beehive.govt.nz/release/vocational-education-and-training-decisions-support-return-regions
https://www.beehive.govt.nz/release/vocational-education-and-training-decisions-support-return-regions
https://www.beehive.govt.nz/release/regional-governance-will-return-ten-polytechnics
https://www.beehive.govt.nz/release/regional-governance-will-return-ten-polytechnics

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.
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Executive Summary

2025 will see Otago Polytechnic (OP) implement substantial changes, as outlined in this Financi
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QO

ement Plan, and make

significant progress towards achieving, and maintaining, financial viability. Based on the indica financial modelling completed to

date, OP will be financially viable by 1 January 2026 as a standalone entity, on the basis the

successfully implemented and the targets achieved.

Introduction and purpose

® In December 2023, the New Zealand Institute of Skills and Technology (Te Pikenga)
Council received a letter of expectation from the Minister of Tertiary Education and .
Skills which confirmed the intention to disestablish Te Pikenga and re-establish
regional institutes of technology and polytechnics (ITP).

e In May 2024, the Minister indicated the expectation that Te Pukenga “takes whatever
action necessary to improve the financial performance of the network as a whole,
through ensuring each of the individual business divisions become financially viable”.

e Deloitte has been engaged to provide ‘specialist help’ focussing on what is required to
support a pathway to financial viability for OP. This report sets out the Financi
Improvement Plan for OP, which has been developed with OP managem(@
L

on earlier phases of work completed.

e Ata high-level the scope of the Financial Improvement Plan covers: \
e The current state of OP’s performance, highlighting the prim ivers for the
recent performance outcomes.

e The initiatives that support OP’s return to financial viabil
L ]

ting the Financial

e Indicative financial forecasts and KPI’s, based on im
e equivalent full-time

Improvement Plan initiatives and achieving t
student (EFTS) growth.

e (Consideration of alternative scenarios i
mitigating actions to be implement

i growth is not achieved, and
-growth scenario.

e  The governance and financial t activities that will support effective

implementation of the improvemen

e OP’sreturn to viability is primarily basedon moderate EFTS growth, coupled with
reductions in personnel costs. Downside modelling of flat EFTS growth and more
modest international growth indicates that OP would need to further right-size its

Ives set out in this plan are

academic portfalio of programmes and support functions to remain viable for 1
January 2
Whil ncidl Improvement Plan sets out a range of initiatives, it is important to

re hat'the proposed initiatives within this document relating to changes to
pro mes, people, or property are subject to consultation and requirements under
OP’s employment obligations and require approval by OP and /or Te Pakenga as per

elegations of authority.

Current State

Up until 2021, OP was one of the stronger performing polytechnics, with profitability
above target benchmarks, and staff student ratio (SSR) ~15:1.

In the years since, performance has deteriorated, primarily impacted by a reduction in
EFTS (both domestic and international) and increases in personnel costs (full time
equivalent staff (FTE) and pay rate impacts). OP is forecasting a net operating deficit of
$10.8m for FY24.

Improvement plan

In order to address its financial performance issues, and achieve financial viability, OP
has identified nine key initiatives as part of its Financial Improvement Plan, including
increasing domestic and international students, exiting non-performing programmes,
right sizing the workforce model, and rationalising the campus footprint in Central
Otago.

The target timeframe for the implementation of the improvement plan is the next two
to three years but the next 12 months is a critical period over which OP must maintain
a resolute focus to achieve viability by 1 January 2026 and be able to operate as a
standalone entity. The initiatives that form OP’s Financial Improvement Plan are
summarised on the following page and a detailed plan for each initiative has been
developed as part of this improvement plan.
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No. Initiative Description Targets Timing Ease of
Implementation

1. Grow Domestic EFTS Grow Domestic EFTS from ~3,954 in FY24 to 4,685+ by FY29 (10% growth to FY25, EEES,incfeasefrom FY25-FY29
then 2% annually) through increasing the capacity and capability of the local 4to ‘
marketing team. 4,685+4n FY29
2. Grow International EFTS Grow OP International EFTS from ~164 in FY24 to 301+ by FY27 (~22% averdge increase from FY25-FY29
annual growth) through Increasing the capacity and capability of the intefnatiénal )~164 in FY24 to 301+ .
recruitment team. in FY29
3. Programme Review and Cease delivery of programmes that are not contributing an accgptabl nor Improved Academic FY25-FY29
Rationalisation take action to rectify, such as increasing revenue / decreasin . Identify contribution from
opportunities for future growth. ~30% to >40% .
Academic SSR from
13:1to 16.5:1
4. Resourcing of Support, Ensure the programme support, back-office an ing functions are resourced  Annual cost savings Staggered
Administration and Trading appropriately to support EFTS and delive ~$1.7m over 2025 .
Functions
5. Reset the ‘CapableNZ’ offering Review the structure of the Colleg sed Learning, consolidate Annual Cost savings Mid FY25
programmes within other colleges and o ise the programmes delivered ~$1.5m .
through improvement of staffito t ratios.
6. Shape of the Academic Workforce  Review the structure h function; review the Professoriate; and Annual cost savings up FY25-FY29
address the propo of senior/principal academics within the academic to ~50.7m ‘
workforce.
7. Divest surplus property Divest prope t are surplus to requirements by June 2026 with expected g2pems - sale proceeds  FY25-FY26
. Annual cost savings .
~$0.2m
8. Monitor Auckland International Not quantified FY24-FY25
Campus (OPAIC) performance .
9. Ongoing property rationalisation Monitor the property portfolio and ongoing space requirements — seeking Not quantified FY25 ‘
opportunities to consolidate / rationalise.

Key - Ease of Implementation (refer to Appendix A): . Simple . Moderate . Complex 2
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Indicative Forecast Financial Performance

FY25 will see OP make substantial changes that will enable significant progress towards
achieving, and maintaining, financial viability.

Implementing the initiatives set out in this plan and achieving the target EFTS growth
will underpin OP’s establishment as a standalone entity.

There are three key factors supporting the forecast:

®  Right sizing and right shaping staffing and reducing FTE by ~63 across academic
and support functions in FY25 and rebalancing the shape of the academic
workforce in the outer years.

e Making the proposed changes to the delivery of programmes by the end of FY24
and continuing with rigorous reviews of programme profitability during FY25,
addressing non-performing programmes as required.

Achieving growth in EFTS, particularly domestic EFTS in the near term. OP is projecting
an increase in domestic EFTS of ~7.5% from the FY24 forecast and OP international
EFTS of ~40%, while OPAIC international EFTS are forecast to remain flat.

Base case - Summary Financial Performance
$'000 2024 2025 2026 2027 2028 2029

Total Revenue 96,814 108,789 114,861 120,326 124,428
Total Direct Expenditure 97,646 98664 98687 101777 104,476

EBITDA (832) 10,125 16,174 18550 19,952

EBITDA Margin -1% 9% 14% 15%

EBIT (10,843) 739 6,730 9312 11
Surplus/(Deficit) before Abnormal (10,796) 602 6,882 9,995

Net Operating Surplus Margin -11% 1% 6% 11%
Trust and Abnormal ltems* (753)  (2,293) (590) ) (128 -
Surplus/(Deficit) (11,549)  (1,691) 6,292 2 08 14,526
Summary EFTS

Domestic EFTS 4,025 4,330 50. 4,594 4,685

Intemational EFTS (AIC) 604 604 604 604
Intemational EFTS (OP) 114 160 4 301 301 301
Total EFTS 4,742 5,09, 26 5,408 5,498 5,590

et, with an EBITDA margin of
eving these results is contingent on
and strict cost control.

To support its establishment as a st ne entity, OP is likely to need additional
funding of up ~5$12m of funding based‘@n Te Pikenga’s recapitalisation calculation. The
amount and the timing of required funding will be dependent on the realisation of
assets (timing and value) and achieving planned initiatives.
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Risks and Contingency Planning

Achieving the FY25 forecast will create a soli
the anticipated moderate EFTS growth i
from the current state and there are

ation for OP’s profitability given
s. It is, however, a significant shift
to the forecast:

®  The forecast uplift in domesti % from the FY24 forecast (9.5% from
YTD) appears optimistic relativ inistry of Education’s projections. It is too
early to establish the degree of confidence in the level of enrolments that might
materialise based on c vels of applications, although activity to date is

jon e been identified that will support both international and domestic
or FY25, we have considered scenarios in which EFTS growth does not
eventuate as forecast. The downside scenario assumes flat domestic EFTS growth and
modest international EFTS growth, while OPAIC EFTS remain flat.

has identified additional initiatives that will be implemented in such a scenario to
maintain its financial performance, which have been incorporated into the modelling
and result in a forecast as below.

Under this downside scenario, EBITDA is reduced by ~$29m over the forecast period.
However, OP would still meet target profitability metrics in FY26, with EBITA and Net
Surplus margins on target.

Downside Scenario - Summary Financial Performance

($'000) 2024 2025 2026

Total Revenue 96,814 102,636 105658 108,809 111,906 114,811
Total Direct Expenditure 97,646 96731 94335 96419 98468 100,643
EBITDA (832) 5905 11323 12390 13438 14,169
EBITDA Margin (1%) 6% 11% 11% 12% 12%
EBIT (10,843) (3481) 1891 3272 4729 6265

Surplus/(Deficit) before Abnormal ~ (10,796) (3,564) 2014 3611 5243 6991
Net Operating Surplus Margin (11%) (3%) 2% 3% 5% 6%
Trust and Abnormal ftems* (753)  (3,651)  (590) (5495)  (128) .
Surplus/(Deficit) (11,549) (7.215) 1424 (1,884) 5115 6,991
Domestic EFTS 4025 3955 3955 3955 3955 3955
International EFTS 718 763 804 844 879 904
Total EFTS 4742 4718 4,759 4799 4,833 4,858
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e The actions that would be taken to achieve viability in the event of domestic EFTS .

growth not meeting required levels include:

e Continual monitoring of programme performance, through which OP will be able
to take prompt action to remediate any non-performing programmes, including
ceasing delivery where necessary. Reviews will start in December 2024 with a
focus on programmes that look likely to not have sufficient enrolments to operate
profitably.

®  Programme reviews will continue during the year to scrutinise margins on
programmes that are underway, looking for opportunities to improve efficiency.

e Further rightsizing of support FTE, depending on the level of EFTS.
® s 9(2)(b)(ii), s 9(2)(ba)(ii), s 9(2)(j)

e Under the downside scenario recapitalisation funds of ~527m are likely to be required.

Governance and Financial Management of the Plan

e  The magnitude of change envisioned in this Financial Improvement Plan cannot be
overstated.

e  OP will need to establish appropriate governance across all aspects of the project to

e OP will establish a ‘Pathway to Viability’ steering group to oversee the implemen
of the plan. This group, comprising TKM (Te Kahui Manukura — Executive Lead
Team) and other senior leaders, will oversee the implementation of the improvem
plan, ensuring its alignment with strategic objectives, and provide guida
tasked with implementation.

ensure that the initiatives progress as planned, and the benefits are realised. .
|0N

e  The Executive Director will have overall responsibility for delivering the plan. .
Appointing a programme lead, who will report to the Executi ector,will be
required.
L
e The key performance indicators associated with the im itiatives and

progress of actions against the plan will be reported to t eering group regularly.

controls, both generally and
achieving viability as a

standalone entity by 2026.

®  OP has already taken action to tight
including reviewing financial deleg
hiring and travel decisions, and worki
monitoring spend.

of its financial management processes,
equiring Executive Director approval on
losely with cost centre managers on
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As part of the focus on expenditure and performance, OP will implement further

changes to strengthen its financial manageme cluding:
% ce reviews.

monthly financial reporting and
from the Colleges for their financial

e Monthly departmental / programm

e Implementation of robust and i
commentary, and a focus on
outcomes.

e Reinstatement of stratégic ass
focus on space proyisio

nagement and planning, with a particular
portunities for consolidation.

e Benchmarking key

The management tea 0 committed to improving the provision and quality of
data to ena Wn decisions across marketing, student life cycle, asset
d

manage nt

ormance indicators against other institutions.

ncial management.

the plan will result in a set of changes to the current operating model at
OP. Spegifically, changes in the educational services and products delivered, the
rganisational structure and headcount as well as the campus footprint.

note that further work is required to confirm the scale of the change at OP and it
will be important that formal consultation processes are worked through as the
initiatives commence and transition planning gets underway.

Next steps

OP’s FY24 review of non-performing programmes is well progressed and consultation
with affected stakeholders is underway.

The process to divest the Cromwell Central campus is in progress, supported by the Te
PUkenga property team.
For the remaining initiatives, a detailed implementation plan needs to be developed,

confirming project resourcing, including external support, and timing.

Developing the organisation design, particularly the structure of supporting functions
needs to progress with urgency in order to achieve the cost savings that underpin the
improvement plan within the required time frame.
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Current State Analysis

Overview of Otago Polytechnic
e OP provides vocational education across four locations at Dunedin (main campus),

Wanaka, Cromwell and Bannockburn, and at the Auckland International Campus
(OPAIC).

Auckland Internation mpus

nockburn campus
unedin campus

®  OP has been well placed to capitalise on the ‘Otago experience’ and has been
considered a destination city for nursing and its health hub.

e  OP’s core delivery is centred in Health, Engineering, Constructi nd Livipg Sciences,
and Te Maru Pumanawa. These departments generate ¢.80% of the total contribution
margin and are over 65% of total EFTS.

e OP delivered 151 programmes across seven department
intramural and 20% extramural.

. 80% of delivery was

74 and international EFTS
64 international. OP is

e forecast period in a declining
all share of the ITP market.

s 9(2)(b)(ii), s 9(2)()
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s 9(2)(b)(ii), s 9(2)() %
eli\/%rom the College of Work Based Learning

bu declined significantly since 2021 from =26
rating model is not sustainable and needs to be reset.

OP’s CapableNZ program
return a positive margi

well, driven by growth in programmes funded by the
renticeship Fund (TTAF). However, changes to the funding

ning and A
had a sign Ve impact on profitability which decreased from##® ' in 2021
to=#E® Ningdhe 2024 budget.

Thedutilisati the Cromwell campus has declined. OP has initiated the process to
tral Cromwell campus, and programmes will be delivered from

burn. s 9(2)(b)(ii), s 9(2)(ba)(ii), s 9(2)(j)

The growth of OP’s personnel costs has outstripped that of revenue, with both a higher
proportion of senior academic staff and higher average pay rates than the ITP network.
Between 2019 and the 2024 forecast, personnel costs have increased by $10m, while
revenue and EFTS have declined. OP has identified several actions as part of the
Financial Improvement Plan to address personnel costs.

The following pages set out additional analysis of OP’s current state.



Approved

Regional ITP Viability Programme | Current State Analysis | Financial Performance Strictly Private and Confidential

Current State Analysis | Financial Performance

OP’s financial performance has declined since 2019, due primarily to increases in personnel costs; a as declining EFTS, changes
to the funding model, increased infrastructure costs and depreciation.

Operating Surplus Bridge FY19A - FY24F

6,000 - 2,229 (3,394)
b ]
2,194 (931) 1,094 (22)
2,000 - [ 2
N T T T T T T T T T
g (2,000) -
“ (4,000) -

(180)

(6,000) -
- N/ |
(10,000) -
(12,000) -
FY19A Government Research Domestic  International mashin Trading Other Income  Personnel Teaching  Infrastructure Administration Depreciation Net Interest FY24F

Funding income Student Fees Student Fee; Income Expenses Delivery and Income

Amortisation
Source: Management Information, Deloitte Analysis

®  The chart above illustrates the movement in OP’s operating surplus @ver the period functions) and increased average pay, with a higher proportion of senior academic
2019 to the 2024 forecast. staff.
e  The headline increase in domestic revenue was offset by international EFTSas ®  The detailed statement of financial performance over the same period is set out on the

a result of COVID-19. In 2019 OP had 1,160 inter,
just 346. The 2024 Budget assumed an increase in

TS —in 2022 there were next page.
ational EFTS to 604.

d

e OP has incurred significant increases in pg
combination of increased FTE (despite

el costs since 2019, driven by a
and the centralisation of some
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Declining EFTS, coupled with reductions in funding and increases in personnel costs have turned©P’s surpluses into deficits.

e

Profit and Loss Statement 2019 2020 2021 2022 2023 2024 2024 Sep-24
('$000) Budget  F'cast YTD
Revenue
Government Funding 42,994 48,667 52,192 48,854 38,667 42,804 42,063 32,217
Research income 132 121 1,574 1,369 1,504 1,226 1,226 1,074
Domestic Student Fees 20,566 23,273 25,428 23,109 20,504 24,156 22,794 16,571
International Student Fees 20,410 14,096 9,753 6,693 12,284 17,016 17,016 12,810
Other Teaching Income 2,306 2,322 2,667 2,428 2,364 2,540 2,540 2,227
Trading Income 6,463 5,804 5,938 6388 6316 6438 6438 4344
Other Income 5,212 5,284 1,941 2,810 8508 5617 4,737 3,707
Total Revenue 98,081 99,567 99,494 91,653 90,147 99,797 96,814 72,951
Operating Expenses
Personnel Expenses 49,516 53,197 54,887 58,231 57,533 59,496 60,267 45,052
Teaching Delivery 24,224 19,770 16,659 13,605 18411 23,189 23,565 15,649
Infrastructure 5,228 4,704 5,069 5592 6293 6461 6836 5064
Administration 9,046 8,262 7,010 7264 8811 7,313 6,978 4,832
Total Operating Expenses 88,013 85,933 83,626 84,692 91,049 96,459 97,64* 70,597 4
EBITDA 10,069 13,634 15,868 6,961 (902) 3,338%3)L 2,354

Depreciation and Amortisation (7,741)  (7,126) (7,246) (8354) (8,395) (8,983) 011) (7,269)
Net Interest Income (133) (203) (75) 218 (882) ) 207

Operating Surplus Before Unusua 2,194 6,306 8,547 (1,175) (10,178)» (5,553‘.0,796) (4,708)
M 2 ) | -

Shovel Ready Funding 7,050 2,950 )

Restructuring (304)  (1,073) (313) (1,313) “W497)  (250)  (753) (59)
Net Surplus/(Deficit) 1,891 5,232 15,284 461 (10,675) (5,903) (11,549) (4,767)
A ' 2 5 15 P 2 2 7
Domestic EFTS 4,211 4,608 5131 4,612 4,174 4,388 4,024 3,896
International EFTS 1,160 774 527 346 601 604 718 757
TOTAL EFTS 5,371 5,382 5,659 4,957 4,775 4,992 4,742 4,653
Academic FTE 317 329 339 365 324 334 323
Non-academic FTE 294 287 Zg 325 285 289 269
FTE 611 616 621 690 609 623 592

OP continued to return strong surplusés in the immediate post-COVID period of 2020
and 2021, with EFTS peaking at'5,659 in 2021. Since 2022, OP’s profitability has
declined, as a resuh:ja

e Reduced domesﬁc{ and revenue, in line with a general reduction in the ITP
sector EFTS,since 2021, from ~55k to ~44k in 2023. In addition, OP’s share of the
ITP se€tor hasidetlined since 2020. While OP had budgeted an increase in
domesti€ EFTS this year to 4,388, the forecast and YTD estimates are below
budget. ges to funding (such as TTAF) also had a detrimental impact to

%v:nue.

e Reduced international EFTS and revenue with EFTS slow to recover following the

4 decline caused primarily by COVID-19, and other factors such as changes to visa
requirements.

Significant increases in personnel costs driven by increased FTE, despite reducing
EFTS. This can be seen in the decreasing EFTS:FTE ratio, which went from 13.7 in
2019 to 12.9in 2023. Concurrently, average pay rates increased, as the
proportion of senior academic staff grew (see page 14 for further detail).

e Infrastructure costs increased from $5.2m in 2019 to $6.5m in the 2024 budget. A
key driver is increased energy costs as a result of the Te Pikenga new national
contract.

e Depreciation and amortisation costs have risen due to both investment in PP&E,
primarily the new Trades Training Centre, and the impact of revaluations.

e Other factors including the decline in net research contribution, and the negative
results of trading divisions (childcare and catering).
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Current State Analysis | Domestic EFTS

Approximately 90% of OP’s total EFTS are domestic. OP is anticipating steady growth in domesti %er the forecast period in a
declining market. This will require OP to increase its overall share of the ITP market.

e Domestic EFTS were ~4,200 in 2019, rising to a peak of ~5,130 in 2021, and have OP Domestic ET
declined since then to ~3,954 (latest FY24 forecast).

5,000

e Almost half of the increase in Domestic EFTS from 2019 to 2021 can be attributed
to agriculture subjects, particularly apiculture, which benefited from TTAF
funding. This funding has since ceased, and the EFTS in these subjects have

returned to levels similar to 2019.
e Subjects that have experienced a decline in EFTS since 2019 are primarily

o
This decline has been partially offset by growth in Health (~100 EFTS) and
e OP’s 2024 forecast represents a decline in market share against Ministry of V
Education (MoE) forecast of ITP L3+ EFTS, which was expected to increase from '—*—*—+—'—+—*—*—'—*—'—*2018 P T P P S SIS S S

Management and Commerce (~200 EFTS), and Society and Culture (~150 EFTS).
Engineering (~80 EFTS).

2023. Mok is forecasting the sector to increase slightly in 2025, before a peri

decline. source: MOE, 09 E op ~—— 0P L3+ Dom EFTS @ MOE Forecast Growth Rate
® The latest forecast of FY24 EFTS (as at September) is 3,954, 70 less th e OP Market Share and ITP L3+EFTS
previous forecast of 4,025 and 433 (10%) less than budget.
60,000 10%
e InSeptember 2024, ITP domestic EFTS were reported as 52,878;2.6% higher than 9%
the same time last year, whereas OP’s EFTS were 3,889, -5.6% lowerthan the 55,000 8%

same time in FY23, which indicates OP is losing market share.
50,000
e Qur analysis of MoE historical EFTS data for SAC L3+ E hart to lower

right) indicates that while total ITP EFTS were decli rom 2018-2020, OP grew 45,000
its market share. Q
e While OP is forecasting moderate growth i e TS through to 2029 40,000
against the backdrop of a declining mark h represents a recovery of 35,000
market share to levels achieved in F .
Q 30,000 '720187.7 oLV e S

ITP EFTS

Market Share

6%
5%
4%
3%
2%
1%
mfof ————y - . W (9

2019 2020 2021 2022 2 2024F 2025F 2026F 2027F 2028F

I SAC L3+ EFTS - ITP Sector = OP Market Share
Source: MOE, OP data
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Current State Analysis | International EFTS

OP has a high reliance on its partnership with the Future Skills Academy (FSA) for its delivery tqsnte nal EFTS at OPAIC and
recruitment of international EFTS for the wider OP region.

e International EFTS at OP and OPAIC enjoyed a steady rise since 2014, peaking in OP and AIC Internggion
2018 at over 1,400. There was a significant decline post-COVID-19, but a recovery 1,600

from 2022. In terms of market share, in 2023 OP and OPAIC achieved ~6%, similar 1,400

to 2018 (see charts to the right). L V I
e OPAIC, a joint venture with the Future Skills Academy, delivers ~80% of OP’s @ I

international EFTS. S SYB)I:SBI

e  The decline in international EFTS post-COVID-19 (73% or 622 EFTS 2019 — 2022)

saw OP’s financial return from OPAIC
. The subsequent increase in EFTS has not, however, been

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024F
matched by
= AIC International EFTS = OP International EFTS

International EFTS and Market Share

30,000 7%
25,000 6%

e  Given changes in the visa conditions (implemented prior to 2 and the’ current 20,000 5% @
global economic and geo-political considerations, it is likely t@ be difficult to 4% g
return to similar level of international EFTS in the futur I optimistically E 15,000 5 g
budgeted for 843 EFTS in FY24 but year to date has ~60 10000 % g

e OP-delivered international EFTS have similarly de d ~303in 2019 to &
~164 (2024 YTD). A key initiative in the Financial In ent Plan is to grow 5,000 1%

OP’s internal capability to recruit internati 6 Dunedin ##@@m =@

e OPAIC also has agreements in plac
for OP to deliver

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

N TP International EFTS «w OP Market Share

rectuitment of international students
Source: EdCounts data
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Current State Analysis | Divisional Makeup

$000

Source: Management Information, Deloitte Analysis. Wellbeing  Living
Note - Divisional Surplus Excludes User Pays internal recharges..

OPAIC

Central Otago

Net Surplus Divisional Makeup - 2024B
30,000 -
25,000 -
20,000 -
15,000
10,000

5,000

(slwo) 7

(10,000) -

(15,000) -

AIC Central Otago  College of Community Dev Engineering,
Campus Health & Personal Construction

=

With 145 budgeted EFTS in FY24 (YTD 114 tr.
negative contribution of (50.3m) (YTD $1
Central Otago campuses is not suffici
Cromwell and Bannockburn locatio
the Cromwell site.

0 is expected to make a
el of EFTS studying at the
port continued delivery at both the
d OP has initiated the process to divest

Work based Total Academic  Functions Polykids Te PaTauira- Total Support FY24 YTD (Sept)
learning Delivery

Catering Childcare Accom.

Central Otago includes delivery at Cromwell Central, Bannockburn and Wanaka.
Programmes are predominately horticulture related, with Wanaka delivery
centred around outdoor / snow programmes.

Historically, losses at the Central Otago campus are a result of low EFTS, changes
to funding, and the relatively high costs of operating the small campus.

In 2023 there was a steep drop in Central Otago EFTS. This was related to OP’s
decision to exit provision of programmes that had been eligible for the TTAF fund,
that ended in 2022. These programmes included Certificates in Apiculture, that
accounted for ¢.285 EFTS in 2021 and 2022, and 115 in 2023; and an L3 Certificate
in Horticulture, that accounted for 146 EFTS in 2021 and 131 in 2022. The
majority of this delivery was extramural / out of region.

10
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College of Health

¢ The College of Health contributess9@y®y@
./ 7
]

Work Based Learning

e Work Based Learning / CapableNZ is a branded offering that provides learners
with the opportunity to gain qualifications with recognition of prior work
experience and assignments tailored to their current work.

Over 2019-2021, this department S B2B

e While revenue per EFTS has remained relatively consistent, the expenses have
increased, due primarily to Personnel costs and the reducing EFTS:FTE ratio,
which has been worsening since 2019.

N

v

Trading

Approved
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Margins were maintained at/above an EFTS:FTE ratio of 13:1 over 2019-2021, but
the ratio of 10:1 in subsequent years has Ited in a lower margin. In the year to
date, the ratio is 12:1 against a bud

ing section are being addressed this
d changes to internal catering policies.

Expected losses in the fun
year with the closure of a

While the childcare ¢ small margin, OP has identified an opportunity
to increase margimby etifig the centre more broadly to increase revenue,
and reduce FTE{while maintaining appropriate child:carer ratios).

® Te P3Tauira, OP nt accommodation, is budgeted to make =% this year
(before al recharges).

Support

. ontribution from the Colleges and trading divisions are more than offset by

rt costs of @ (including support personnel, administration costs
and depreciation), resulting in a budgeted FY24 loss of $5.6m (net operating
surplus, before unusual items).

11
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Current State Analysis | Programmes

OP’s learners are primarily on-campus, and approximately half of EFTS are in degree and abovespro

es, and health subjects

attract the largest number of EFTS. OP’s overall completion rates are above the network avera

Overview

e OP delivers programmes from L1-3 up to PHD’s. Approximately half of OP delivery is in .
Degree and higher programmes, while only ~14% of EFTS in 2023 were in Level 1-3
programmes. This gives OP a relatively strong pipeline of returning students.

e The bulk of OP’s delivery is intramural, with~84% EFTS in 2023 delivered on-campus
and the remainder extramurally.

e Many of the extramural qualifications are less than 1 EFTS, so there are minimal
pipeline impacts and demand can fluctuate.

Programme/Subject demand
®  OP has a strong focus on health subjects, as shown in the chart to the right.

The qualifications in this area include Bachelor of Nursing, Midwifery and Occup
therapy.

Health subjects are primarily delivered to domestic EFTS, intramurally, with ~2
EFTS in 2023 studying extramurally. x‘
E

o
e Management and commerce subjects are the next highest in ter “Jhese
subjects have the highest proportion of international EFTS acro % of domestic
EFTS in these subjects studied extramurally.

e Engineering, Architecture and Building, Creative Arts and Soci
each account for ~11% of total EFTS. (Note, the subject .v.
determined by the NZSCED code, which is applie C
programme level.)

rse level rather than the

Course completion rates

e Course Completion rates at OP have been
over 2019-2023. This is favourable e

d at ~85% for intramural delivery
rk average of ~79% (2023).

e OP also has a course completion rate for Maori and Pacifica learners that is ~5% better

than the network average of ~73% (202

N

There is a lower cou tion rate for extramural delivery, which declined further
in 2023, from %78% to - largely driven by the drop-in completion rates for the
Bachelor of Applied Management. This programme accounted for ~20% of EFTS but

had a comipletion rate of ~51%, down from ~78% in 2022.

23 EFTS by subject area

riculture, Environmental and Related Studies j—
Architecture and Building s s
Creative Arts |
Education |
Engineering and Related Technologies |1 ssmms
Food, Hospitality and Personal Services e
Health =
Information Technology o e
Management and Commerce | — —
Mixed Field Programmes |sss
Natural and Physical Sciences "
Society and Culture o —

- 200 400 600 800 1,000 1,200 1,400 1,600

® International = Domestic Extramural

12
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Programmes

e OfOP’s 151 programmes,S9@2)B)i) e Central Otago’s 14 programmes
I

OP’s top 10 contributing programm

Of the programmes with a nega ibution, the
® Interms of departments, the59(2)(B)(ii)  made the most significant margin 0 ThelOm op rogrammes account for 38% of EFTS, while the
contribution in FY24 to June, with an average contribution margin of *®®returning bottom 10 have less than o ach.

e See Appendix B for @dditiénal information relating to the performance of programmes.

v/

_— . . 4YgD Contribution Margin Groups by margin and number of
2024YTD Contribution Margin by department, by average margin and programmes

number of programmes

60%
50% 60%
40%
40%
30% £
E g
g 20% S 20%
= S
s 5
g 10% 2 0%
2 s
B §
5 o
S 1
-20%
-10%
-20% -40%
-30%

Number of Programmes

-40%

Source: SIT Management Information, Dek

Number of Progral

joitte analys!
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Current State Analysis | People Q

The growth of OP’s personnel costs has outstripped that of revenue. It has both a higher prop '%nior academic staff and

higher average pay rates than the ITP network.

e OP’s personnel costs in the FY24 budget represent ~60% of revenue, an increase since
2019 when they were ~50% (of a similar level of total revenue).

This is driven by an increase in FTE of ~2% since 2019, compared to a decline in EFTS
(excluding OPAIC and subcontracted) of ~1%, as well an increase in personnel costs per
FTE of ~3.3% p.a. Although revenue per EFTS increased by a similar percentage, the
volume difference has resulted in a widening gap.

e  OP’s average salary for teaching delivery, at ~$96k, is notably higher than the Te
Pakenga network average of ~$90k.

OP’s average is higher as a result of both higher salary levels across most bands as well
as the ‘shape’ of OP’s workforce being markedly ‘top-heavy’ with a higher proportion

of staff in the senior and above categories than the network (see charts opposite). — —

e There is an opportunity to right size both the size and shape of OP’s workforce.
. L . . st Non-Academic FTE

Assuming OP aligns itself with the sector benchmark of ~16:1 EFTS:Academic RTE, EFTS(ex AIC’::ub-oonuacted):A;ademicFl'E

reduction of academic FTE is indicated.
e While benchmarking indicates that OP may also have more non-acad

might be expected in some areas, it did lose some local capability rt ofthe Te OP Teaching Delivery FTE Distribution- 2023

Pakenga centralisation. Head of School I

Deputy HOS  rog gr
Source: ETIO Benchmarking

20
15
=
10 &
£
w
5
20224 2023A 2024F
s Academic FTE
e Total EFTS:FTE
Te Pukenga Network Teaching Delivery FTE Distribution- 2023

Head of School I
6

Deputy HOS / Prog Mngr

Principal Academic

Senior Academic

feademe _

CasualfAgency

Other

Source: ETIO Benchmarking
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Current State Analysis | Property

The condition of the majority of OP’s building stock has been assessed as ‘good and above’ by ' hile there are limited
opportunities to easily consolidate the Dunedin campus footprint, there are broader dives

Overview e  Anupgrade to the Nufsing fa
e OP currently owns property in the following areas: estimated spend of §
situation.
e Dunedin (the main campus). V
e Central Otago (two sites, one in the township and one to the south of the .
township).

®  The total portfolio is worth ¢.5209m, according to Colliers’ most recent valuation
report in December 2023.

N
Property GFA m? Landvalue Bldg & Imp  Total value TIO Benchmarking indicates that, in 2023, OP was in the middle of the range of m?
$000  value $000 $ per $100k of core activity, with 87.7m? (range is 57m?- 262m? ).
Main Campus- Dunedin 45,953 s 9(2)(b)(m) N Due to the compact nature of the main campus, there are limited opportunities for
consolidation.
Cromwell Central 2,974 . y .
Potential Divestment Opportunities
Cromwell Bannockburn 3,186

e Divestment of the Cromwell campus has been considered in detail over the last 12

Total 52,113 39,240 y&n\zos,ssg months, with a business case being developed by Te Pikenga in August 2023.
SIS ’

Estimated realisable value iss 9(2)(b)(ii), s 9(2)()
Source: Te Pikenga Management Information, Colliers Property Valuation, Deloitte

e 153 St David St (The Kowhai Centre/Block K), a residential property currently used as
offices for counsellor training. Estimated realisable value is {528 .

e  The building condition, as assessed by Colliers, is predo t d as ‘good and ) ) ]
above’ (55%). e 121 Forth St (Ralph Hotere cottage). Estimated realisable value is g% .

e Management is of the view that the future of the s 9(2)(b)(ii), s 9(2)(ba)(ii), s 9(2)()

®  OP has recently made a significant investment (#*
facility, He Toki Kai Te Rika, which was opened.in‘2
interest free Crown loan of $18m. OP’s s
new build, completed in 2018 F*=&m

it$new Trades Training
is was partially funded by an
illage, Te Pa Tauira, is also a relatively

Seismic Risks

Seismic assessments are underway for Blocks E, F, | and K to determine extent of
future seismic-related work required (if any).

Future Investment in existing p rty

®  OP has forecast ~$4.3m of planned pro CAPEX over the period 2025 — 2029. This
is BAU capital spend on various projects required to avoid a deferred maintenance
position. Projects include roof replacement, ventilation, and building control systems.

15
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Leased property

®  OP leases several properties, mainly in Dunedin (see table below)

e Asthese come up for renewal or end of term, the ongoing requirement will be Q
assessed with a view to exiting where possible.
o  The Wanaka lease has been renewed until October 2025, and a decision will be made

regarding ongoing provision of Wanaka-based programmes next year.

Leased Property Annual Lease Expiry Location

($'000)
Dunedin V
L Block Land Lease 3(2) : gg;g;)(“)' 100 Anzac Ave
Sargood Centre gb) 40 Logan Park Drive < }
Carparking ™ 130 Anzac Ave
Student Centre Land lease 51 Harbour Terrace
Heavy Automotive Workshop 10 Donald Street
S Block Land Lease 41 Harbour Terrace
Storage and workshop 79 Harrow St. Exit 20
Plumbing & Electrical Trades 182 Union Street
Yard — Carpentry house build 20 Parry Stree
Kokiri 51 Ma
Subleased 3
Carparking Logan Rark Drive
Central Otago
Wanaka Campus 17 Cliff Wilson Dr, Wanaka
Licence to occupy Cromwell Substation
Auckland
Office for OP staff use OPAIC - Room 204
Total
Source: OP
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Financial Improvement Initiatives

A pathway to financially viability has been developed with OP’s management team that focuses o
levels, improving academic margins and reducing costs. The initiatives supporting this pathwa
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r FTS back to sustainable
bility, based on the plan agreed

with OP, are largely in place by the end of 2026 and support financial performance above ben ark targets from FY26 onwards.
No. Initiative Description Targets Timing Ease of
Implementation
1. Grow Domestic EFTS Grow Domestic EFTS from ~3,954 in FY24 to 4,685+ by FY29 (10% growth to FY. nually) through  EFTS increase from ~3,954 FY25-FY29 .
increasing the capacity and capability of the local marketing team. in FY24 to 4,685+ in FY29
2. Grow International EFTS Grow OP International EFTS from ~164 in FY24 to 301+ by FY27 (~22% al growth) through EFTS increase from ~164  FY25-FY29 .
Increasing the capacity and capability of the international recruitment tea in FY24 to 301+ in FY29
3. Programme Review and Cease delivery of programmes that are not contributing an acc margin or take action to rectify, such as Improved Academic FY25-FY29
Rationalisation increasing revenue / decreasing costs. Identify opportunities for future,growth. contribution from ~30% to
>40% .
Academic SSR from 13:1
to 16.5:1
4. Resourcing of Support, Ensure the programme support, back-offic trading functions are resourced appropriately to support Annual cost saving ~“$1.7m Staggered
Administration and Trading EFTS and delivery. over 2025 .
Functions
5. Reset the ‘CapableNZ’ Review the structure of the Collggesof Work Based Learning, consolidate programmes within other colleges Annual Cost saving Mid FY25
offering and optimise the programmes/delivered through improvement of staff to student ratios. ~$1.5m .
6. Shape of the Academic Review the structure of t earch function; Review the Professoriate; and address the proportion of Annual cost savingupto  FY25-FY29
Workforce senior/principal aca i hin the academic workforce. ~$0.7m .
7. Divest surplus property Divest propertie surplus to requirements by June 2026 with expected proceeds of {ZE@e. apm=] sale proceeds FY25-FY26
Annual cost saving ~$0.2m .
8. Monitor OPAIC performance Moni he arrangements across the JV; Capable Marketing and OP International Recruitment functions, to ~ Not quantified FY24-FY25
e <@ at maximum value is being extracted from these contracts. .
9. Ongoing property Moniter the property portfolio and ongoing space requirements — seeking opportunities to consolidate / Not quantified FY25
rationalisation rationalise. ‘

Key - Ease of Implementation (refer to Appendix A): . Simple

‘ Moderate . Complex

[
~N
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Ease of Implementation: . Moderate

Initiative 1. Domestic Student Growth

Overview

e  OP’s pathway to viability is predicated on an increase in domestic EFTS over the next
few years, with forecast growth of ~10% from the FY24 forecast, then~2% p.a for FY26- ey Dependencies
FY29. As noted earlier, this is in contrast to MoE’s forecast of a declining market (L3+ e  Effective marketing strategy dev.

e Growth in domestic EFTS is assumed to be pfo ionate across remaining
programmes, relative to the FY25 budget,EF

ecuted and the capacity in the

EFTS). marketing team sufficient to ex

e  OP’s Domestic EFTS as at September 2024 were 3,954, 70 below the FY24 forecastand o Autonomy to make key de ding development of marketing materials, and

219 below FY23. course fees.
®  YTD FY24 (9 August) ITP domestic EFTS are 52,009, ~3% higher than the same time last o Syfficient resourcin ppropriate roles/responsibilities to enable follow up on
year, whereas OP’s FY24 YTD EFTS are ~5% lower than the same time last year, student applications a Version to ehrolments.
indicating OP’s market share is declining.
e  TEC funding/decisiens
e The outlook for FY25 is positive however, with application activity above this time last . .
year erngcurriculum, for students, future employers, and industry.
e ped
Initiative Y
® Increase Domestic EFTS to meet targets below. isks and Mitigations

e | External factors impacting students’ choices to study, including but not limited to
onomic conditions; perception of Otago and the link to the University — Mitigate by
developing targeted marketing strategies and working with local stakeholders (e.g.
DCC, Business South, University) to grow Dunedin as a destination city marketing OP.

Resources Required
® 5 9(2)(b)(ii), s 9(2)(ba)(ii)

Initiative Owner e EFTS growth forecast is not achieved — Mitigate by implementing actions identified

® Deputy Executive Director - Operations under the downside scenario. The main pillar is undertaking regular Programme
reviews to identify programmes that are not profitable in a reduced EFTS scenario and
taking prompt action to address these. OP will also look to right-size support FTE
Measure FY25 FY26 FY27 28 FY29 particularly in volume-related functions, and may also consider campus consolidation,
depending on the outcomes of the Programme reviews.

Improvement Targets and Financial Impacts

Domestic EFTS 4,330 4,415 4,5 4,594 4,685
e  EFTS growth is not funded by TEC — Mitigate by continued focus on programme

Revenue - Domestic Fees $75m $78m m $84m $88m performance and effective, targeted investment in student achievement and support.
and Government Funding

e Low retention in multi-year programmes - Mitigate by ensuring a strong student

KPls support function and effective investment in improving the overall student experience
e Domestic EFTS compared to target and academic quality.

e Maintain / improve course retention rate

plicasions, and enrolments and campaign
e Appendix C for additional details

e Marketing KPlIs in relation to enquit
analytics (views, click-throughs etc.).

Key Assumptions

e All domestic EFTS are funded, with a 2% increase in funding per annum.
18
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RASCI
Responsible Accountable Supportive Consulted Informed
DED — Operations Head of Finance Registry Heads of TKM
Marketing Colleges
Key Actions
A w—
# Activities / Responsible Timing
1.1 Marketing ,/ DED — Operations Q4 FY24
e Conduct market research to better understand the market and understand their needs to develop / enhance targeted marketing.
(Underway)
1.2 e Develop a comprehensive marketing strategy and three-year plan, setting out priorities and actiVities. EWre internal alignment. DED — Operations Q4 FY24
(Underway)
1.3 e Develop marketing collateral including brand manifesto. (Underway) \ DED — Operations Q4 FY24
1.4 e Review marketing ‘ways of working’ and ensure processes are fit for purpose, welld , aligned with strategy and understood DED — Operations Q1 FY25
across the organisation.
1.5 e Establish relevant SLAs, systems, and data-gathering to enable monitoring®f markeM processes / activities. DED — Operations Q1 FY25
1.6 e Ensure that the roles and responsibilities of the team are clearly defined and adequately resourced. DED — Operations Q1 FY25
1.7 e Track marketing, application, and enrolment activity. Establish fewops to enhance understanding of campaign and DED — Operations Q1 FY25
channel effectiveness.
1.8 e Define /document the student application journey and en@st each key aspect of the process has an internal owner,and ~ DED — Operations Q2 FY25
clear hand-over points. Develop monitoring and reporting on eachvaspect to better understand/improve the student journey.
\
1.9 e Investigate further data / system requirements and cosider #nhancement of the CRM system (%% has been assumed for this DED — Operations Q3 FY25
across FY25 & FY26).
1.10 Monitoring and reporting
®  Weekly monitoring and reporting of applications/and enrolments. DED — Operations Weekly
1.11 e Monthly monitoring and review of{progress against initiative activities and targets. DED — Operations Monthly
1.12 e Quarterly reporting of improyeément initiative KPI’s, risks, and dependencies to the OP Pathway to Viability Steering Group. DED — Operations Quarterly
1.13 e Annual review of domestic recruitment and pricing strategies and associated marketing plans (or more frequently in response to DED — Operations Annually

market conditions).
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Initiative 2. International Student Growth

Overview
®  Prior to COVID-19 and the formation of Te Pikenga, OP typically had ~300 international e
students (in addition to the international students in the OPAIC joint venture).

® Impacted by the pandemic, centralisation of recruitment and broader external factors
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Ease of Implementation: . Moderate

Key Dependencies

ing key decisions, including
at expos, international travel,

Autonomy of OP from Te Pukenga in relatio
development of marketing materials an
scholarships and fees.

such as changes to visa regulations and global economic and geo-political influences, e Effective marketing and compe ing strategy.

international EFTS numbers are currently ~164. e Sufficient resources within the,int onal team SI92)(B)(HIS9(2)G)
Initiative
e OP has identified an opportunity tos 9(2)(b)(i), s 9(2)() Key Risks and Mitigatio

® Increased capacity to recruit and market Otago as a study destination will increase
brand awareness and international enrolments.

Resources Required
® 5 9(2)(b)ii), s 9(2)(ba)(ii)

Initiative Owner
e Deputy Executive Director — Academic A

Improvement Targets and Financial Impacts

Measure FY25 FY26 FY27 FY28 29 N

International EFTS (OP) s 9R)b)w), s 9(2)4)

International Revenue (OP) \

KPls & °

e International EFTS (OP): Full Fee EFTS per SDR compared to tafget (excluding OPAIC)
Maintain and improve international EFTS retention rates year-on-year (improve)

L]
e Offers of place to enrolment conversion rates (improve
e Agent performance — EFTS vs target, conversion rates, q

1 §-
1]
S
(=)

External factors — includi anges to visa regulations, country of origin economic /
political fa We by ensuring diversification of source countries, strengthening

OFP’. e tion, making it easier for students to navigate the application
proce.
Hig ompetition from other institutions in New Zealand and overseas trying to

ing agents appropriately (balancing with ensuring margins are maintained),
nd ensuring programmes are competitively priced.

s H2)(b)(ii), s 9(2)(j)

Providing competitive agent commission is restricted by the current cap placed on all
Te Pukenga divisions - Mitigate by liaising with agents that have a good reputation and
history of working with OP / Te Pakenga / OPAIC.

s 9(2)(b)(ii), s 9(2)(@)(i), s 9(2)()

RASCI
Key Assumptions
®  Pricing for international EFTS is based on the f@- Responsible Accountable  Supportive Consulted Informed
®  Growth in international EFTS is assumed 4@; oportionate across programmes,
relative to the FY25 budget EFTS. Deputy Executive International Finance, ISS, Heads of TKM
e The commissions payable to agents -@ beenassumed on the basis of current Director —Academic  Director OPAIC Colleges

arrangements s 9(2)(b)(ii)
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Key Activities
# Activity Responsible Timing
2.1  People Integnational Director Q1 FY25
®  59(2)(b)(ii), s 9(2)(ba)(ii)
2.2 OPAIC Intérnational Director Q1 FY25
® s 9(2)(b)ii), s 9(2)()
2.3 e Review agent processes, including performance review and incentivisation. International Director Q1 FY25
® s 9(2)(b)i), s 9(2)()
24 e Strengthen alignment between OPAIC and OP Dunedin marketing team to ensure unified messaging and recr{ t practices.  International Director Q1 FY25-
(underway). Ongoing
2.5 e Assign specific EFTS target for OPAIC's recruitment for Dunedin campus and OPAIC campus (underw‘_ay). International Director Q1 FY25
2.6 e Establish performance management framework including appropriate measures. Conduct quar‘ter@ews of OPAIC's International Director Q2 FY25
contributions to OP’s EFTS targets. Y.
2.7 International Director
o S 9(2)(b)ii), s 9(2)(i) Y - Q2 FY25
. Q3 FY25
28 o International Director Q1 FY25
2\
2.9 Institutional partnerships v DED — Academic Q3 FY25
® Review institutional MOU’s to ensure they add value to the organisation and provide tangible outcomes. MOU’s must have
financial, reputational, or reciprocal benefits for learners.
2.10 e Develop a framework to guide MOU/partnership creation with |ntmm institutions focusing on financial, reputational, and International Director Q2 FY25
reciprocal benefits. Six-monthly activity reports to be deveN on student activity (exchange / study abroad / articulation),
research, financial contribution, and reputational advantages.
2.11 Pricing Strategy Finance Manager and Q4 FY25
e Review international pricing strategy (to be applied once stan}alone). International Director
2.12 Brand / Marketing Head of Marketing / Q2 FY25
e Refresh OP collateral, develop brand stratWifferentiate OP from other ITPs.59(2)(b)(ii); s 9(2)(ba)(ii) International Director
2.13 Monitoring and reporting ’ International Director Monthly
®  Monthly monitoring and review byfinternational team of progress against activities and targets
2.14 e Quarterly reporting of improvefentinitiative KPIs, risks, and dependencies to the OP Pathway to Viability Steering Group International Director Quarterly
2.15 e Annual review of international reéruitment and pricing strategies and associated marketing plans (or more frequent in response International Director Annually

to market conditions)

21



Regional ITP Viability Programme | Financial Improvement Initiatives

Initiative 3. Programme Review and Rationalisation

Overview ®

e The contribution from programmes / colleges has declined over recent years, from an
average of 40% over FY20-FY22, to ~30% in FY23-FY24F, driven by reduction in EFTS,

changes in funding and increases in personnel costs. .

Initiative
®  OP has, in FY24, reinstated its Programme Viability Review process. Prior to the

formation of Te Pukenga this process was part of OP’s business as usual operations but

has not been undertaken recently.

Going forward, this process will be run at least annually. The key objectives of the ¢

review are to:

e |dentify programmes with low educational outcomes.

e |dentify over / under resourced areas of delivery.

e |dentify programmes making a negative or neutral financial contribution.

e Inform the following year Mix of Provision.

®  Ensure academic FTE is right sized for the Mix of Provision.

OP is targeting a minimum organisational EFTS:FTE ratio of 15:1 to be able to remai
financially viable and to ensure the workloads of Kaimahi are sustainable.
Initiative owner

e Deputy Executive Director - Academic

L ]
Resources Required
®  BAU resources.

Improvement Targets and Financial Impacts

Measure FY25 FY26 FY28 FY29
EFTS:FTE (excl. OPAIC) 15:1 16.2: 16:1 16.5:1
Academic Margin % 40% 44% 44% 44%

Academic Margin $ s 9(2)(b)(ii)

KPls

®  Programme Contribution Margins

EFTS:FTE ratio
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Ease of Implementation: . Moderate

Student success / engagement - completio
rates, underserved learners

Key Assumptions

de sed on those programmes identified by
ancial performance and other measures.
close may be greater or fewer than modelled,

nts planned to be undertaken before the 2025

Closure of programmes has bee
management as ‘likely’ to close
The actual number of programmes
depending on the review o
academic year begi

EFTS associated with céased/programmes are made up across remaining programmes

gNired the programme will close at the conclusion of the final

omprehensive information and insight to support programme decision making is
provided by the Finance team timely.

The Finance team will provide support and training to heads of programmes and
colleges to help them interpret the data provided and improve the quality of
information (e.g., accurate coding of programme costs).

In FY25, EFTS enrolments programmes will be monitored closely from the start of the
year as critical decisions, 5 9(2)(b)(ii), s 9(2)(ba)(ii), s 9(2)() , will depend on
enrolments and programme performance. OP will need to take decisive action at the
start of the year if enrolments are not sufficient to support programme viability.

The decision to not run a programme or first year of a degree needs to be made no
less than two weeks prior to the start of the programme.

A Benchmarking Focus Group will be established to ensure consistency of approach.

Key Risks and Mitigations

Reduction in EFTS that is not able to be recovered across remaining programmes -
Mitigate by providing displaced learners with alternative programmes.

Removal of programmes that the wider community perceives as valuable - Mitigate by
undertaking stakeholder consultation and focusing on best business practice rather
than financial / political rationale.
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e  Stress and disruption caused by staff changes - Mitigate by establishing appropriate RASCI
support structures with People & Culture. Ensure a robust consultation approach with R bl A bl S ] G ited inf 4
sufficient time for feedback to be considered. esponsible ccountable upportive onsufte ntorme
®  Loss of key staff due to resignations from poor morale / Litigation - Mitigate by using TKM DED —Academic Finance Heads of Staff
clear and open design principles to ensure all stakeholders understand the rationale People'& Cdlture Programmes
behind changes and can contribute meaningfully. Heads of College TEU
Key Actions
# Actions g / Responsible Timing
3.1 Programmes and People i DED — Academic Q3 FY24
e Communicate Programme Viability Review requirements to Academic staff (FY24 complete).
3.2 e Provide financial analysis and insights relating to programme performance (FY24 complete). > Finance / Registry Q3 FY24
3.3 e Review and verify data (FY24 complete). / Heads of Colleges Q3 FY24
3.4 e Undertake benchmarking of programmes (FY24 complete). \ Benchmarking Group Q3 FY24
3.5 e Make decisions on programme viability / continuance (FY24 underway). v ‘ TKM Q4 FY24
3.6 e Consult with affected staff (FY24 underway). DED — Academic Q4 FY24
3.7 e Finalise changes. Communicate outcomes to affected staff. / DED — Academic, P&C Q4 FY24
3.8 e Website / Collateral updated and communicate with external stakeholders'if regdired. Marketing Lead Q4 FY24
3.9 e Review enrolments prior to commencement of FY25 delivery and %cisions about programmes with insufficient EFTS. DED — Academic Q1 FY25
3.10 Monitoring and Reporting Finance Manager Q1 FY25
e Implement controls over hiring, require approval by a TKM'member for all new hires (including current/vacant roles), after
assessment of the impact of viability. Finance to configm any engagement of consultants and contractors are within existing
budget limits. (Underway )
3.11 e Develop enhanced reporting in relation to programme,performance to support programme decision making. Monthly monitoring Finance Manager Q1 FY25
and review of programmes by Heads of Co , supported by information and insight developed by the Finance team.
3.12 e Support Heads of Programmes in relation to monitoring programme performance and identifying actions to be taken. Finance Manager Q1 FY25
3.13 e Quarterly reporting of Programmegperfarmance to TKM including highlighting programmes that are at risk of poor performance Finance Manager Q1 FY25
and the mitigating actions that are being implemented.
3.14 e Annual programme review process adhered to. FY25 process to include early monitoring based on enrolmentss 9(2)(b)(ii) DED - Academic Q3 FY25
s 9(2)(ba)(ii), s 9(2)(j)
3.15 e Quarterly reporting of improvement initiative KPI’s, risks, and dependencies to the OP Pathway to Viability Steering Group. DED - Academic Quarterly
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Initiative 4. Resourcing of Support, Administration and Trading Functions Ease of Implementation: @) Moderate

Overview
® Personnel costs are the most significant cost for OP and are forecast to be ~560m in * Additional FTE are required in some support ns to enable standalone operation.
FY24 (62% of revenue). A review of non-academic resourcing is required, to ensure e  CapableNZ admin / support FTE chan e not reflected above.
that the support, administration and trading functions are right-sized for the expected (B cnder bt
level of EFTS over the next year. . .
®  Programme review largely pleted so that the support requirements are better

Initiative

e This initiative requires a review of all support functions, both central and within
Colleges, with a view to addressing excess capacity and gaining efficiencies. It is
assumed that a net reduction in ~18 FTE is achieved across the various support
functions.

Initiative Owner
e  Deputy Executive Director - Operations

Resources Required

e |egal / HR support (potentially Te Pikenga, allowance has been made for external

support if required), Change Management support

Improvement Targets and Financial Impacts

Measure FY25 FY26 FY28

FY27
0.9:1 0.9:1

understood.

e Capacity of People &Culture team to support the process.
Key Risks and Mitigations
. i i tions, loss of key staff due to resignations from poor morale,

c Mitigate by using clear and open design principles to ensure all
stand the rationale behind changes and can contribute
sure a robust consultation approach with sufficient time for feedback

e | Negative impact on OP brand — Mitigate by focusing on best business practice rather
an financial / political rationale.

e  Existing support and trading FTE cannot support forecast increases in EFTS / activity,
increasing staff costs beyond the indicative forecast — Mitigate by considering new

ways of working to increase efficiency of existing staff and streamline processes. Hiring
of additional resources to be reviewed by Finance to ensure targets achieved.

Allied:Academic Staff Ratio 0.9:1 0.9:1
Annual cost savings $0.9m $1.9m

Monitoring impacts of changes on remaining staff and workloads.

$1.9m S
KPls
e  Support FTE

e  FTE ratios — Allied:Academic; Academic Support:EFTS (target
functions within Colleges), Total EFTS:FTE

Key Assumptions E
®  The forecast model assumes savings of $8.6m o @ recast period through a

reduction in support FTE.

50 for support

e The reductions are assumed to take effec 25, with the full benefits not

realised until FY26.
e Support staff represent a largely fixe st structure relative to revenue.

Cost inflation does not exceed revenue inflation (modelled at 2% p.a.).

RASCI

Responsible Accountable Supportive Consulted Informed

DED — Operations Department People & TKM Staff
Heads Culture

Finance / Payroll
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Key Actions
# Actions Responsible Timing
4.1  People DED% Operations / Dept  Q1-Q2 FY25
® Review in detail the support, administration and trading areas and right-size FTE and costs to support a pathway to viability Heads
(phased approach).
4.2 e Assessthe impact of changes on existing roles, engage early with unions on any proposed change, develop consultation packs,# DED — Operations / Dept ~ Q1-Q2 FY25
letters to employees, frequently asked questions and scripts for discussions. Heads
43 e Staff consultation and engagement period on the outcomes of the support and trading review. ,/ DED — Operations / Dept  Q1-Q2 FY25
/ Heads
44 e Review staff feedback, prepare outcome packs, communications for announcement of the final decision: DED — Operations / Dept  Q1-Q2 FY25
Heads
45  Marketing Head of Marketing Q1 FY25

®  Review the marketing strategy for the Polykids childcare centre and promote availability of facilitytesbroader market, to correct
the perception that clients need to be associated with OP as staff/students.

4.6  Contingency Plan DED — Operations Q2 FY25
e |f FY25 EFTS growth is not achieved, take further action to right-size support FIE, in line with the downside scenario contingency
plan. 4
4.7  Monitoring and Reporting TKM Bu the end of
® Implement controls over hiring, require approval by a TKM member forall newshires (including current/vacant roles), after Fy24
assessment of the impact of viability. Finance to confirm any enga ntof consultants and contractors are within existing
budget limits. (Underway)
4.8 e Monitor and review the impact of FTE rationalisation on s@i}&needs and workload to ensure appropriate resourcing. People & Culture Ongoing
4.9 e Quarterly reporting of improvement initiative KPI’s, rigks, an*:lependencies to the OP Pathway to Viability Steering Group. DED — Operations Quarterly

A
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Initiative 5. Reset CapableNZ Ease of Implementation: - @) Moderate
Overview e OPAIC will continue to undertake marketin orth Island in the short term.

e The delivery of CapableNZ programmes requires a reset in order to return an

acceptable margin. @ FTE to achieve target EFTS:FTE

easurable benefit due to the
towards the target ratio will be

e The base case modelling assumed ar.
ratios of 35:1. This has not been speci

Initiative programme review process, instéad
e Review the structure of the College of Work Based Learning, and consider its measured.

disestablishment, redistribution of the programmes to the relevant Colleges / Research

department and centralisation of the administration functions. Key Dependencies

e  Capacity of People am to undertake change process for affected staff.

e Review the delivery of programmes and ensure appropriate resourcing model to
achieve the target facilitator / staff metrics. Key Risks and Mitigations

e Potential loss, ofigualified staff / resistance to change leading to disruption to delivery /
itigate by using clear and open design principles to ensure all
tand the rationale behind changes and can contribute

Resources Required ~Efisure a robust consultation approach with sufficient time for feedback

Initiative Owner
e  Deputy Executive Director - Academic

e  BAU resources

Damage to the ‘Capable NZ’ brand and the perception of learners and
ommunity - Mitigate by retaining the brand and support the current community of

Measure FY25 FY26 FY27 FY28 FY2 ctice.
Facilitator EFTS ) 35.1 35:1 35.1 . ® ¢ Internal capacity to market CapableNZ programmes - Mitigate by resourcing

appropriatelys 92)(b)(ii), s 9(2)(ba)(i)

Improvement Targets and Financial Impacts

SSR (total staff) 17:1 23:1 23:1 23:1

Programme Margins j s 9(2)(b)(ii) . Po.tentlal risk of Ioss.; of research actnvnty.a‘nd associated reyenue if it became dllutef:I by
being embedded within the college - Mitigate by supporting the research work ethic

Annual cost savings $S0.8m $1.5m $1.5m m $1.6m demonstrated by the CapableNZ team and encouraging research activity within the
colleges.

Financial impact

RASCI

®  Annual cost savings of ~$1.5m Q SC

KPls Responsible Accountable Supportive Consulted Informed

* lS)SRfass?matlepd “;t.h CapableNZ programmes, Re Prior Learning (RPL) and Deputy Executive Heads of Finance Heads of TKM

rofessionatrractice Director —Academic  Colleges People & Culture Programmes
Key Assumptions OPAIC
e That the review process will be unde n'in FY25 and changes will be in place from
mid-FY25.

e  The CapableNZ branding will be maintained and marketed.
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Key Actions
D — —

# Actions Responsible Timing
5.1  Structure and people DED — Academic Q1 FY25

Review of OP College Structure
5.2 Develop proposal based on outcome of review ) DED — Academic Q1 FY25
5.3  Consult on proposed changes s V. DED — Academic Q2 FY25
5.4  Decision made on proposed changes 7 DED — Academic Q2 FY25
5.5 Implement changes ! DED — Academic Q2 FY25
5.6 Manage transition N / DED — Academic Q3 FY25

‘_L

5.7  Monitoring and Reporting y DED — Academic Monthly

Monthly monitoring and review of progress against activities and targets. \

N
5.8  Enhanced reporting of college / programme margins. ‘ Finance Manager Monthly
—

5.9 Quarterly reporting of improvement initiative KPI’s, risks, and dependencies to the OP Pathwayto Viability Steering Group. DED — Academic Quarterly
5.10 ‘Post implementation’ review of changes implemented and documentation of léssonsileamied. DED — Academic FY26

N
A\

A~
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Initiative 6. Shape of the Academic Workforce

Overview
e  OP’s workforce is relatively ‘top-heavy’ with a higher proportion of staff in the senior
and above categories than the rest of the network.

e 5 9(2)(b)ii)

Initiative Owner

®  Executive Director

Initiative

e Review and address the shape of the academic workforce, research aspects of the
academic workforce, and the professoriate.

Resources Required
e External resource will be engaged to conduct the review, for independence.

Improvement Targets and Financial Impacts

Measure FY25 FY26 FY27

Proportion of Academic 35-45% 40-45% 45-50% 47-52% 0-
workforce at ‘Academic’ and

below \

Annual cost savings $0.1m $0.4m $0.5m & $0.7m

KPls
e  Average academic salary

e Academic Workforce proportions (OP total, College

e Based
Barch B

e Research — External revenue / grants, Performa search Fund (PBRF), costs,

outcomes, meeting research activity target gree Completions (RDC)
Key Assumptions
® The savings above assume a degree nge,to the academic workforce will be

achieved as a result of the reviews
affecting staff will require due process,
other stakeholders.

rm the basis of the initiative. Any changes
cluding consultation with staff, unions and

Approved
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Ease of Implementation: . Complex

W
o

changes to roles / responsibilities are not

s 9(2)(b)(ii), s 9(2)(ba)(ii)

®  Any restructuring costs ass

included in the benefi
Key Dependencies
e  Review findings that in changes required.
e Endorsem g()fwindings and actions by TKM.

e Assessme cademic workforce will occur after the current processes have

th
emepited.

Key, Risks and Mitigations
Reputation risk — OP as a good employer, attraction and retention of good staff,
ulture changes — Mitigate by taking a staggered approach to implementing any

changes. Ensure a principled, transparent approach.
FY28 2 \0/ Disruption to operations; Personal Grievances — Mitigate by using clear and open

design principles to ensure all stakeholders understand the rationale behind changes
and can contribute meaningfully. Ensure a robust consultation approach with sufficient
time for feedback to be considered.

e Risk to research revenue (Next PBRF cycle is in 2026. Beyond that, changes to the
rankings of staff that produces research outputs could reduce PBRF funding) - Mitigate
by seeking opportunities to augment PBRF with external revenue / grants.

RASCI

Responsible Accountable Supportive Consulted Informed
Deputy Executive Heads of People & Heads of Staff
Director —Academic  College Culture College

Finance
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Key Actions

# Actions Timing
6.1 — People and Processes and Partnership Q1 FY25
DED Tiriti and Partnership Q2 FY25
6.3  Professoriate — People and Processes DED Tiriti and Partnership Q1 FY25
®  Professoriate Review - Draft TOR for the review; obtain TKM approval.
6.4 e Undertake review of Professoriate per TOR (external review) (Start in Feb 2025). DED Tiriti and Partnership Q2 FY25
6.5 e Implement Professoriate Review recommendations (if any). These may include changes to r: ibilities / organisation  DED Tiriti and Partnership Q4 FY25
structure / policies / guidelines / budgets. Timing allows sufficient time for consultation p
— People and Processes DED Tiriti and Partnership Q1 FY25
DED Tiriti and Partnership Q1 FY25
DED Tiriti and Partnership Q2 FY25
DED Tiriti and Partnership Q3 FY25
DED Tiriti and Partnership Q4 FY25
DED Tiriti and Partnership FY26+
Monitoring and Reporting DED Tiriti and Partnership Monthly
®  Monthly monitoring and review of progres st 'activities and targets.
s, risks, and dependencies to the OP Pathway to Viability Steering Group. DED Tiriti and Partnership Quarterly

6.13 e Quarterly reporting of improveme a¥initia
W
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Initiative 7. Property Divestment

Overview
e Several properties have been identified as surplus to requirements:

e The Cromwell Town Campus.

e The Kowhai Centre (153 St David St, Dunedin).

e The Ralph Hotere House (121 Forth St, Dunedin).
Initiative
e Divest the three surplus properties by the end of 2026.

Initiative Owner
e Deputy Executive Director — Operations

Resources Required
e BAU resources, plus support from Te Pikenga property team over FY25.

Improvement Targets and Financial Impacts

Measure FY25 FY26 FY27 FY28 FY29

s 9(2)(b)(ii), s 9(2)()

Proceeds - Sale of Assets

$S0.2m $0.2m $0.2m

,g\

Annual cost savings

KPls
e Actual vs target realisation of indicative benefits

e  Progress of initiatives activities and transition plan milestones

Key Assumptions .
*  Estimated proceeds of the sale of land and buildings £ gy for the Eromwell Town
Campus and /2% for the Dunedin properties —based o ic the Te Pikenga

property team and net of all associated costs.
Cromwell Town Campus:
e  Campus will operate during FY25.
®  Programmes will transfer to Bannockbur%\ FY26.
e Sale will transact by mid-FY26.
e Sale proceeds modelled on the basis elling as a single lot.

® No capital expenditure required prior to the sale of assets.

Approved
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Ease of Implementation: . Moderate

Dunedin Properties:

e  Properties will be listed for sale followi

e Sales will transact during FY25.
o S 9(2)(b)i), s 9(2)()

s 9(2)(b)(ii), s 9(2)(ba)(ii), s )

® 4 Decisiop
ubdivide (potential to increase return, but delay in realisation).
Key and Mitigations

V Delays to process reduce forecast benefits - Mitigate by assigning responsibility
0

appropriately and regularly reporting on the project, risks and timelines to identify
potential delays / roadblocks so action can be taken where possible.

e There may be reputational and political risks associated with the decision - Mitigate by
undertaking community consultation.

e Relocation of staff may be delayed, impacting morale - Mitigate by ensuring staff are
consulted on requirement for change and suitable space is made available to relocate
any continuing activities.

RASCI

Responsible Accountable Supportive Consulted Informed
Deputy Executive Te Pukenga Finance Heads of Staff
Director — Operations  property team College
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Key Actions
# Actions Responsible Timing
7.1  Property (in line with the Te Pikenga property disposal process in Appendix D) Te Pukenga Property Team Q4 FY24
e Seek approval for sale from Te Pikenga (complete for Cromwell, underway for Dunedin properties).
7.2 e Commission market valuation (complete for Cromwell). Té Pukenga Property Team Q2 FY25
(Dunedin)
7.3 e Submission to Te Pikenga Council for the assets to be designated as a surplus asset (complete for Cromwell). Te Pakenga Property Team Q2 FY25
/ (Dunedin)
74 e s92)b)ii), s 92)G) v v TKM Q2 FY25

/

7.5 e Advise TEC of intention to sell (on the basis that approval is not required for disposal of properties owhed'by TePikenga with an Te Pukenga Property Team Q2 FY25

asset value of up to=@™" ). (Cromwell)
Q3 FY25
7 4 (Dunedin)
7.6 e Prepare the property for sale, including engaging with LINZ agent to support the disposal prcﬁg%, and identifying any rights of ~ Te Pukenga Property Team Start Q1 FY25
first refusal (ROFR), offers back, Crown agency transfer etc. (Cromwell)
4 Start Q2 FY25
(Dunedin)
7.7 e Seek final approval for sale from appropriate governing body. / DED - Operations FY26
7.8 e |Initiate sale process. DED - Operations FY26
7.9 e Sale Transacted. DED - Operations FY26
7.10 e s9(2)(b)ii), s 9(2)(ba)(ii), s 9(2)(j) \ DED - Operations Q3 FY25
7.11 Monitoring and Reporting ,\ DED - Operations Monthly
®  Monthly monitoring and review of progress against activitiesind targets.
7.12 e Quarterly reporting of improvement initiative KP\s, risks, and dependencies to the OP Pathway to Viability Steering Group. DED - Operations Quarterly

oS
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Initiative 8. Monitor OPAIC Performance Ease of Implementation: @) Moderate

Overview Key Risks and Mitigations
®  OP has several contracts with OPAIC, the primary contract for delivery of International

EFTS under the OPAIC banner (a JV), SS(Z)BI)S SE210) 0

Initiative
®  Enhance monitoring of OPAIC's performance under the current contracts.

Initiative Owner Accountable Supportive Consulted  Informed

®  Finance Manager

Finance OP Board OPAIC TKM

Resources Required: representatives

e  BAU resources

Improvement Targets and Financial Impacts

Measure FY26

s9@0)m I N e

KPls

e  OPAICEFTS

e OPAICEO@)(B)im

*  OPAICEBEYBI

®  OPAIC Learner experience metrics including Cou ion / Learner Performance

and Exclusions

Key Assumptions
® |tis assumed that the contracts with ntinue in their current form over the
forecast period.

Key Dependencies
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Key Actions
# Actions Re le Timing
8.1  Relationship and Contract Management
e  Establish a regular fortnightly meeting between OP and OPAIC finance, to discuss EFTS tracking and financial performance of = Manager Q4 FY24
and any matters related to the marketing contracts.
® s 9(2)(b)i), s 9(2)()
8.2 e Utilise OP appointed board memberss 9(2)(b)(ii), s 9(2){) OP appointed Board Ongoing
e  Establish feedback loop for Board members to share findings with Finance and vice versa. representatives / Finance
Manager
8.3  Performance Management Finance Manager Q4 FY24
e Develop enhanced monthly reporting and analysis of OPAIC performance, to be provided to TKM an pointed board
members.
84 e 0Ongoing QA of OPAIC delivery and academic quality outcomes, and monthly reporting on OPAIE: (0] Academic Excellence Q4 FY24
8.5 e Add OPAIC performance summary to the monthly reporting financials for TKM review < includeEinancials and QA/Ops Finance Manager By Q4 FY24
performance provided by the OP staff at OPAIC. OPAIC to be added to TKM agend (ongoing)
8.6 e Academic Registry team to monitor enrolments from FSA students on OP’s engolment system (Moodle). Report monthly to OP  Finance Manager Ongoing
Finance on all new FSA enrolments on OP systems.
8.7  Monitoring and Reporting Finance Manager Monthly
®  Monthly monitoring and review of progress against activities and rge\
8.8 e Quarterly reporting of improvement initiative KPI's, risks, and %s to the OP Pathway to Viability Steering Group Finance Manager Quarterly

o
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Initiative 9. Property Rationalisation

Overview
e  OP has approximately 40,000m? of freehold land a further ~15,500 m? of leasehold
land in its Dunedin campuses, with a built floor area of approximately 47,600m?.

®  Ahigh-level, indicative review of space requirements against forecast EFTS and using
industry benchmarks suggests that, over time, OP could reduce its land area by up to
60 percent and built area by approximately half.

Initiative
®  Proactively examine opportunities to optimise space and / or rationalise the size of the

campus footprint to align with forecast EFTS (opportunity to exit the Harrow Street
lease in FY25 has been identified).

e  (apitalise opportunities to divest or lease out surplus campus capacity.
e Look for opportunities to reduce our energy footprint and lower operating costs.
e (Centralise timetabling function.

e Develop a Strategic Asset Management Plan for the OP Campus.

Initiative Owner
®  Deputy Executive Director - Operations

Resources Required
e No additional resource required

Improvement Targets

FY25

Measure FY26

Classroom utilisation 32% 35% 40% +40%

® Note financial impacts have not been quantified.
KPls

e  GFA/EFTS

e  Classroom utilisation (FY24 ~30%)

Key Assumptions

e No assumptions have been made wi
the optimisation or rationalisation of th

he pathway to viability modelling on either
mpus footprint.
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Ease of Implementation: . Moderate

Key Dependencies

e Availability of accurate data to monitor and forecast space requirements.

il
e The cost of reconfiguring existing spa€es to consolidate the footprint and free up land
and buildings for divestment.

Key Risks and Mitigations
e |f space becomes crowded, tively impact the student experience or limit
future capacity and pr offerings. Mitigate by considering both the current and
us'ip de

forecast needs of t termining appropriate actions.

Responsible Supportive Consulted Informed

Impacted TKM

Stakeholders

Campus Services Facilities
Finance

Heads of College
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Key Actions

# Actions p le Timing

9.1  Property - Operations ongoing
e Explore opportunities for subleasing surplus campus accommodation / sharing facilities s 9(2)(b)(ii), s 9(2)()

9.2 e Aspartof a broader Campus Master Planning exercise, review the existing campus footprint and consider how the s d DED - Operations Q4 FY25

be reconfigured to optimise space and divest surplus property assets.

9.3 e Complete timetabling review and recommendations. DED - Operations Q4 FY24

94 e s9(2)(b)ii), s 9(2)() DED - Operations Q2 FY25

9.5 e [mplement timetabling changes. DED - Operations Q2 FY25

9.6 e Develop OP Strategic Asset Management Plan. DED - Operations Q4 FY25

9.7  Monitoring and Reporting DED - Operations Monthly
Monthly monitoring and review of progress against activities and targets.

9.8  Quarterly reporting of improvement initiative KPI’s, risks, and dependencies to the OP Pathway to Viability Steering Group DED - Operations Quarterly
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Initiative Implementation Timelines Q

Summarised below are the key activities and timelines associated with each initiative.
2024 2025 % 2026

Initiative 1: Domestic EFTS Growth

Complete market research, develop strategy and update marketing collateral

Review processes to ensure fit for purpose and roles and responsibilities defined

Establish SLAs to support marketing processes and monitoring of other key recruitment processes
Review the student journey and identify and implement process and systems improvements

Initiative 2: International EFTS Growth

s 9(2)(b)ii), s 9(2)(ba)(ii), s 92)(i)
Review recruitment systems and processes and align

5 i), s 9(2
Regvgv)v(%l]’s an%( irr)\g?ement process and systems improvements

Review and update the pricing strategy to be implemented once standalone
Refresh marketing material and develop brand strategy

Initiative 3: Programme Review and Rationalisation

Implement a hiring freeze

Consult with impacted staff on underperforming programmes

Decisions made and communicated to staff regarding any programmes to be ceased
Changes implemented

Further review of programme viability based on FY25 enrolments

Consultation on any changes implemented from FY25 review and changes implemented
Monitor teaching hours to ensure efficient allocation of staffing and maintain strict cost con

Initiative 4: Resourcing of Support, Administration and Trading Functions

Implement a hiring freeze
Review each support area to right size FTE and assess the impact of change
Consult with impacted staff

Decisions made based on consultation and feedback

Changes implemented

Implement marketing strategy for Polykids and monitor impact
Maintain strict cost control

Initiative 5: Reset CapableNZ

Review OP College structure
« Develop proposal and consult on the proposed cha
= Decision made on proposed changes

Implement changes and manage transition

On-going monitoring and reporting on progress with each initiative

Q4 Q1 Q2 Q1 Q2 Q3 Q4
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2024 2025 026

Initiative 6: Shape of the Academic Workforce

= Undertake review of thew professoriate andq policies, staffing and guidelines ——
Develop a plan to implement changes based on the outcome of the review, including policy review changes ————————

= Agree the target ‘shape’ of academics by college
= Start to implement changes and manage transition (noting ‘reshaping’ of the academics goes beyond FY26) y y y y

L

Initiative 7: Property Divestment

= Seek appropriate approvals for the sale of three surplus properties
= Complete the required processes to prepare property for sale

= Initiate sales process

= Sales of property complete

Initiative 8: Monitor AIC Performance

= Determine additional monitoring processes and systems improvements to be implemented
= Design and implement monitoring and reporting processes and system improvements

= Refine and embed improvements

Initiative 9: Property Rationalisation
= Review and implement robust timetabling and teaching space utilisation reporting.
= Develop strategic asset management plan

= Review broader campus use to identify opportunities for property consolidation overtime (e.g. University of - . . - . . . 2>
Otago)
On-going monitoring and reporting on progress with each initiative v ' y y v y - - >
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Base Case Indicative Forecast | Financial Performan

Assuming implementation of the financial improvement initiatives outlined above and achieveme
surplus in FY25. Itis in FY26 that the effects of the significant changes OP will make are eviden

comfortably above target.

Summary EFTS plrz 2025 2026 2027 2028 2029
Domestic EFTS 4,025 4,330 4415 4,503 4,594 4,685
Intemational EFTS (AIC) 604 604 604 604 604 604
Intemational EFTS (OP) 114 160 241 301 301 301
Total EFTS 4,742 5,093 5,260 5,408 5,498 5,590

Profit and Loss Statement

($°000) 2024 2025 2026 2027 2028 2029

Revenue
Government Funding 42,063 48,570 50,550 52,583 54,708 56,908
Other Govemment Funding - 1,490 1,802 1,851 1,897 1,944
Tuition Fees - Domestic Students 22,794 26,090 27,169 28,276 29,433 30,631
Tuition Fees - Intemational Students 17,016 18,288 20,695 22,650 23,103 23,565
Other Teaching Income 2,540 2,563 2,628 2,689 2,751 2,815
Research Revenue 1,226 1,246 1,271 1,296 1,322 1,348
Trading Income 6,438 6,828 6,935 7,074 7,215 7,360
Other Income 4737 3,714 3,811 3,908 3,999 4,092 .
Total Revenue 96,814 108,789 114,861 120,326 124,428 128,663
Operating Expenses
Personnel Costs 60,267 60,181 59,366 61,474 63,213 1
Teaching Delivery 23,565 23,401 24,147 24,835 25,47/
Infrastructure 6,836 6,740 6,694 6,811
Administration 6,978 8,342 8,480 8,658

Total Operating Expenses

97,646 98,664 98,687 101,777

EBITDA

(832) 10,125 16,174

21,243

EBITDA Margin -0.9% 9.3% 14.1% 0% 16.5%
Depreciation and Amortisation 10,011 9,386 8,934 8,128
EBIT (10,843) 739 11,019 13,116
Net Interest Income a7 1,017 1,410
Net Surplus Before Unusual Items (10,796) 12,036 14,526
Net Operating Surplus Margin -11.2% 9.7% 11.3%
Unusual Items
Gain / Loss on disposal of Assets - - -
Redundancy Costs (753) (84) (128) -
Transformation Support - 4) (391) N - -
Total Unusual Items (753) (2,293) (590) (84) (128) -
Net Surplus/(Deficit) (11,549) (1,691) 6,292 9,912 11,908 14,526

S growth, OP returns to
ITDA and net surplus results

Key assumptions made i se case scenario include:

e  The FY25 budget assu
moderate gr, refle

s underpin the indicative financial forecast, with
d in EFTS in FY26 and beyond.

een overlaid with the financial impacts of the improvement

initiati this plan, and some additional adjustments.
e Do for FY25 are assumed to grow by ~9.5% from the latest FY24 forecast of
3,95 at September, which is not reflected in the financial forecast in the table

ile ambitious, this growth is underpinned by OP’s renewed focus on local

V marketing, enhancement of processes that support student enquiry and enrolment,

and the forecast economic conditions with higher levels of unemployment.

Beyond FY25, growth is assumed at 2% p.a., which, by FY29, returns OP to a market
share similar to that achieved in FY20-21 (against MoE's forecast of declining EFTS).

® InFY25, OP international EFTS are forecast at 160 (while above the FY24 forecast
shown opposite this is similar to the current YTD of 164). Beyond FY25, an uplift in EFTS
to ~300 is forecast (similar to levels achieved pre-COVID and supported by the
s 9(2)(b)(ii), s 9(2)(ba)(ii), s 9(2)(j)
International EFTS delivered by OPAIC (and the s 9(2)(b)(ii)
forecast conservatively, on the same basis as the FY24 budget.

) have been

e Government Funding in FY25 funding is primarily based on funding rates as advised by
TEC. The anticipated FY26 changes to SAC funding have not been explicitly modelled as
they are expected to be immaterial to OP. The return of 20% of the learner/equity
component funding (~$0.25m) is assumed in FY26.

e The modelling assumes closure of programmes indicated by OP as ‘likely’ to close as a
result of the review currently underway. Some of these programmes cease in FY25
(EBITDA impact ~$0.9m improvement), while others require a teach out and cease
from FY26. The forecast assumption is that the loss of these EFTS (~131 in FY25 plus a

38



Approved

Regional ITP Viability Programme | Base Case Indicative Forecast | Financial Performance Strictly Private and Confidential
further ~57 in FY26) will be made up across other programmes, maintaining domestic resizing, while in the outer years an allowance has been made for changes relating
EFTS at the original budget level of 4,330 in FY25. to rebalancing the academic workforce.

e Collectively these assumptions result in an increase in revenue from $97m FY24 e Transformation support costs relate to anagement, commercial, legal
forecast to $129m in FY29. and HR support.

e  Variable EFTS drivers have been applied to revenues and costs based on their nature o 5 9(2)(b)ii), s 9(2)()

(i.e. academic delivery, support services (IT, Finance, etc.) or trading activities). These
have been agreed with OP. For example, student fees, Government funding and
teaching income are typically 100% variable with EFTS.

® In relation to Personnel costs of academic functions, the fixed/variable assumption has
been flexed over the forecast period in order to meet target SSR. For support and
trading functions, personnel costs have been forecast as 100% fixed (with initiatives

overlaid). V
e Personnel Costs in FY25 and FY26 reflect the right-sizing of the workforce, driven by
the programme review and an organisation-wide review of staffing levels. By FY27, FTE < E

are expected to reduce by ~63 from the FY25 budget, with ~22 FTE in programmes

likely to close, 2. FTE across Academic functions (s 9(2)(b)(ii), s 9(2)(ba)(ii)

o ),& FTE across trading, and . FTE

support functions (partially offset by an additional;;,‘ FTE in certain support areas).

Allowances have been made for academic FTE increases in line with future EFTS

growth. Over the forecast period savings of ™ related to the longer-term V

reshaping of OP’s academic workforce, have been modelled with additional

redundancy costs of F=®m

e Collectively these assumptions result in an improvement in OP’s EBITD om
(0.9)% forecast in FY24 to 16.5% in FY29.

e Depreciation is modelled on the run out of depreciation on existing assets, OP’s five-
year capital investment plan, and the divestment of the Cromwell campus and two
small properties in Dunedin.

® Interest: The intercompany loan of $8.1m is assumed to
(note however the model calculates interest on the.aver

months of interest payments are modelled in FY @

modelled as interest-free.
e |Inflation is assumed at 2% p.a. across th riod.

iven on 1 January 2026
balance, therefore 6
wn loan has been

e  Unusual ltems:

e Redundancy payments of $2.7m héve been modelled from FY24 through to FY28.
The FY24 and FY25 redundancies relate to the programme changes and workforce
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Base Case Indicative Forecast | Performance Metri

With steady EFTS growth and a focus on personnel costs, the Financial Improvement Plan sees

profitability targets by 2026.

Key Metrics - Base Case
Personnel to Revenue ratio
EBITDA Margin

Net Operating Surplus Margin
Academic SSR

Academic SSR excluding AIC
Allied to Academic Staff Ratio
Domestic EFTS

OP International EFTS

AIC Intemational EFTS
Intemational EFTS

Total EFTS

Staff — Academic Total

Staff — Non Academic Total
Staff — Total FTE

Total Programmes delivered
Programmes discontinued
Investment in PPE/Depreciation

Target

<60%
1%+
2+%
19:1

2024
62%
0.9%
-11.2%
15:1
13.0:1
0.8:1
4,025
114
604
718
4,742
318
270

156

23%

2025
55%
9.3%
0.6%
17:1
15.3:1
0.9:1
4,330
160
604
763
5,093
294
276
570
124
17
49%

2026 2027 2028 2029
52% 51% 51% 51%
14.1% 15.4% 16.0% 16.5%
6.0% 8.3% 9.7% 11.3%
18:1 18:1 191 19:1
16.2:1 16.4:1 16.511 16.5:11
0.9:1 0.9:1 0.9:1 0.9:1
4,415 4,503 4,594 4,685
241 301 301 301
604 604 604 604
845 905 905 905
5,260 5,408 5,498 5,590
287 293 297 301

267 268 269

554 561 566
120 120 120 0

21 21

52% 42% % 48%

N\

ormance reaching the

OP’s key performancegmetricsfunder the base case forecast are summarised in the

table to the left.

With significant.change nned in FY25 as part of the improvement plan, OP achieves
the target My FY26.

ase,assumed to be largely fixed, profitability in the outer years is

d of the target metrics, indicating that, should the assumptions not
ho osts are more variable with EFTS growth, or cost inflation is higher than
modelled, there is sufficient head room to maintain target profitability.

efer to the sensitivity analysis and downside scenario sections below for how this may
under differing assumptions.

An additional Academic SSR metric has been included, which excludes the OPAIC EFTS
from the calculation because, while it records the EFTS, OP does not record the FTE
associated with delivery, which are under the JV. The revised metric shows
improvement over the forecast period and is in line with the generally accepted sector
benchmark of 16:1. It is also not dissimilar to the ratios OP achieved previously.

With a high proportion of programmes that can be delivered to relatively larger classes
(such as health, management, and engineering), OP is well placed to improve its SSR
over time.

The investment in PPE/Depreciation metric has been included, as an indicator of
sufficient capital spend. Over the forecast period there is no significant investment,
and the PPE/Depreciation metric is steady at ~50%. However, in recent years, OP has
invested in several new facilities including Bannockburn, student accommodation and
the Trades Training Centre.
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Base Case Indicative Forecast | Balance Sheet

Beyond 2026 OP is forecast to accumulate significant cash reserves, underpinned by EFTS growihy, ds from property sales and
savings in personnel costs.

Balance Sheet 2024 2025 2026 2027 2028 2029 Key assumptions
($'000) 31-Dec 31-Dec 31-Dec 31-Dec 31-Dec  31-Dec e The balance sheet is fargely stable, with the exception of Property, Plant and
Assets Equipment, Cash and C quivalents and Trade and Other Receivables which vary on
Current Assets the basis o input aSsumptions.
Cash and Cash Equivalents 3914 5063 18457 30,540 43,996 61,630

rves accumulate under the base scenario, underpinned by forecast

Trade & Other Receivables 3292 3709 3916 4103 4231 4,387 . -
- §9(2)b)().
Other Financial Assets 122 122 122 122 122 128 EFT, -ceeds from Rrop(?rty sales in FY25-F26 of §% (based on valuations
Other Current Assets 1752 1752 1752 1752 1752 1,752 pre olliers), and savings in personnel costs.
Total Current Assets 9,079 10,646 24,247 36,517 50,100 67,891 e | Trade and Other Receivables assume 20 days in receivables.
Non-Current Assets . . . .
Property. Plant and Equpment 317756 211456 201109 195091 1930Re6 560 operty PIanF andmli:::‘lpmentbred:cels over tge fo:jecast Fienold v»]/clth tbeﬁnvestment of
Total Non-Current Assets 217,756 211,498 201,189 195831 191,156 186,960 three propertu.es cm FY24‘ ook value), an mo era‘te evels o caplta‘ investment
(below depreciation). The capital spend forecast is business-as-usual capital
Total Assets 226,835 222,144 225436 232,348 241,256 254 . ) . ) )
— expenditure, with no major projects forecast over the period. The forecast does not
Liabilities incorporate any assumptions relating to future asset revaluations and their impact on
Current Liabilities debreciation
Trade & Other Payables 5734 5734 573 5734 5 P :
Employee Entitlements 4,404 4404 4,404 4404 A 4, e OP’s liability related to historical non-compliance with the Holidays Act 2003 remains
Revenues in Advance 17,819 17,819 17,819 17.819 819 ")17.819 unquantified and consequently is not reflected in the indicative balance sheet. We
Toial Ciament Liahities T\ 7958 21,968 27, 2i0g8 27,958 understand that OP is expecting an update by December 2024 from the consultants
Non-Current Liabilities currently undertaking the analysis on this potential liability.

Crown Debt 12,931 9,931 6,931 31 931 (0)
Intercompany Debt 8,124 8,124 -
Total Non-Current Liabilities 21,054 18,054

e The Crown debt is repaid as scheduled until FY28. Note that the fair value adjustments
31 931 ) to the loan have not been modelled and consequently the repayment due in FY29
(52m) and the FY29 balance (~$2m) is not accurately reflected in the model, however
there is sufficient cash available to make this repayment.

Total Liabilities 49,012 46,01 31,888 28,888 27,958

Net Assets 177,823 200,460 212,368 226,894

e The intercompany debt is assumed to be forgiven on 1 January 2026.

Equity
General Funds 177,823 82,424 192336 204,244 218,770
Total Equity 177,823 | 176,482 190,548 200,460 212,368 226,894
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Base Case Indicative Forecast | Cash Flow

Under the base case, significant cash reserves are built up over the forecast period. However, is to need between $12m -
$27m additional funding to support its establishment as a standalone entity on 1 January 2026:

Cash Flow Statement Key assumptions
($'000) 2025 2026 2027 2028 2029 * Significant cash resefves@ccumulate under the base scenario, underpinned by
Operating Cash Flows forecasted EFTS gro eeds from sale of property in FY25-F26 of 2g""¢ (based
Operating Inflows 108,372 114,654 120,140 124,300 128,507 on valuation W CORERy" /g in FTE costs.
Operating Outflows (98,664)  (98,687) (101,777) (104,476) (107,420) e (Cash flowfin F¥25 and FY26 are aided by realisation of the funds from asset sales.
Unusel & oo recuming Rems (2,198) (596) (84) (128) 4 . & h n modelled assuming repayment of the Crown debt as scheduled
Net Interest Income (137) 152 s 1.017 1418 hFY28mNote that the fair value adjustments to the loan have not been modelled
Net Operating Cash Flow (CFO) 7,313 15,523 18,963 20,713 248 equently the repayment due in FY29 ($2m) and the FY29 balance (~$2m) is
Investment Cash Flows not accurately reflected in the model, however there is sufficient cash available to
Purchase of Assets (4,559) (4,949) (3,880)  (4,258)  (3,932) ake this repayment.
s 9(2)bX, s 92)G) R ) _
Sale of Surplus Assets ® The intercompany debt is assumed to be forgiven on 1 January 2026
Other Investment Cash Flows - - - -
Net Investment Cash Flow (CFI) s 9(2)(b)(ii) (3,880) (4,258) > While there is positive cash flow over the period, the estimated recapitalisation

required, according to the formula provided by Te Pukenga, indicates that ~512m of

Fnancieg Cash Flows funding is needed (see Appendix E).

Crown Debt (3,000) (3,000) (3,000) (3,0 1)
Commercial Debt _ (8,124) ) _ e  The amount and the timing of required funding will be dependent on the asset sales
Other Financing Cash Flows i} 8124 ) ) (timing and value) and the achievement of the revenue and cost initiatives. Under the
Net Financing Cash Flow (CFF) (3,000) (3,000) (3,00 (931) downside scenario (refer to page 45), funds of ~$27m are likely to be required.

Net Increase in Cash Held s 9(2)(b)(ii)

Opening Cash Balance
Closing Cash Balance O
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Base Case Indicative Forecast | Financial Monitoringkramework

OP’s financial risk, as measured under TEC’s Financial Monitoring Framework, is forecast to re igh profitability risk and
liquidity risk in FY24 to low risk by FY26 as OP’s net surplus and core earnings profitability ratio ove.
Profitability . U'nder'the TEC's Finangial M orin-g FramevYor.l( measures, implementation of the

Financial Improvement Rlan results in OP achieving low risk status across all measures

5.00
by 2026.

e 2025isacri W OP, and the organisation will need to maintain a laser-like

aon RLOEE focus on enting the planned initiatives and improving its profitability. If the plan
cann ieyéd, OP’s financial sustainability will remain at risk.

3.00

Moderate Risk /
2.00
100  High Risk V
) 2024 2025 2026 2027 2028 2029
Debt Affordability \ Liquidity

5.00 5.00

4.00 Low Risk 4.00 LownRisk

3.00 3.00

Moderate Risk Moderate Risk /
2.00 2.00
1.00  High Risk 1.00 nghsk/

2024 2025 2026 2027 2028 2029 2024 2025 2026 2027 2028 2029
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Base Case Indicative Forecast | Sensitivity Analysis

A range of sensitivities have been considered, in addition to the downside scenario, to illustratesthe tivity of the modelling to
changes in key assumptions.

Sensitivity was tested ac lowing EFTS and personnel cost assumption
FY25-FY29 EBITDA changes, all other ass ain the same:
Personnel Costs 100% variable 1— Personnel SW iable with EFTS.
. |
with total EFTS . as@f@ssumes that personnel costs, with the exception of direct
Wage inflation 3% L osts, are 100% fixed. Fully variable personnel costs would
a detrimental impact to EBITDA of ~525m over the period.
Dom EFTS vt:)l::eiecgsrce)wth half the P S P
2 ~ Wag@yinflation at 3%
Dom EFTS growth at MOE
forecast rate e  The base case assumes personnel costs increase at 2% p.a. in line with
Int EFTS vokime grosith helf the - general inflation. Given that personnel costs make up ~55% of total costs,
downside when these increase at a rate 1 percentage point higher than general
(45) (35 (25) (15) (5) 5 inflation there is a negative impact on EBITDA of ~$6.3m over FY25-FY29.
$m EBITDA - Base Case $86m 3 — Domestic EFTS increases are half that of the base case
Net Operating Surplus Margin - Sensitivities ®  The base case assumes moderate domestic growth, however the impact of
reduced growth is ~5$18m over the five-year forecast period.

e The Mok forecast for the ITP sector was moderate growth from 2024 to
2025, followed by slight negative growth. If these rates are applied to the
latest FY24 forecast domestic EFTS of 3,954, there is a ~$41m detrimental
impact to OP’s profitability over the period to FY29.

20%
&\ 4 — Domestic EFTS grow at the MoE forecast rate for the ITP sector

10%

0% = 5 — International EFTS increases are half the downside assumption

® Inthis scenario, international EFTS growth is slower than the downside
scenarios, with ~20 additional international EFTS each year. Under this
-10% scenario we have assumed growth continues, with international EFTS
2025 2026 Y 2028 2029 reaching 230 by FY29 (the base case assumes 301 by FY27, then steady).
Base Case Personnel Costs 100% variable with total EFTS This scenario does not have a material impact on profitability, with EBITDA
Wage inflation 3% Dom EFTS volume growth half the base case over the five-year period down ~$6.5m.

Dom EFTS growth at MOE forecast rate Int EFTS volume growth half the downside
e Target
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Downside Indicative Scenario | Summary Financials

In a scenario with no domestic EFTS growth and moderate international EFTS growth, OP has identifieddctions it would take to
achieve EBITDA and Net Surplus margins at near-target levels, which supports confidence in its¥path to viability.

Downside Scenario - Summary Financial Performance

($'000)

2024

2025

2026 2027 2028 2029

Total Revenue 96,814 102,636 105658 108809 111,906 114,811
Total Direct Expenditure 97646 96,731 94335 96419 98468 100,643
EBITDA (832) 5905 11,323 12390 13438 14,169
EBITDA Margin (1%) 6% 11% 11% 12% 12%
EBIT (10,843) (3,481) 1,891 3272 4729 6,265
Surplus/(Deficit) before Abnormal (10,796)  (3,564) 2,014 3,611 5,243 6,991
Net Operating Surplus Margin (11%) (3%) 2% 3% 5% 6%
Trust and Abnormal ltems* (753) _ (3.651) (590)  (5.495) (128)
Surplus/(Deficit) (11,549) (7,215) 1,424 (1,884) 5,115 6,991

\
Cashflow from Operations 2,059 10,746 12,538 13,729 44785
Less Capital Expenditure (4,555) (4,569) (3,718) (4,085)( (3767) &
Plus proceeds from Asset Sales 1,332 5,820 887 - 4 A
Free Cashflow (1,165) 11,997 9,707 m\\g,ow
Repayment of Crown Loan (3,000) (3,000) (3,000) «”(3,000) (931)
Net Cashflow (4,165) 8,997 6,702 6, 10,087

~
Domestic EFTS 4,025 3,955 3,955 3,955 3,955 3,955 .
International EFTS 718 763 804 844/ 879 904
Total EFTS 4,742 4,718 4,7@_\;235 4,833 4,858

Key assumptions

ﬁ

e  The downside scenario presented above as§umes thaIJP will achieve no domestic
EFTS growth over the period FY24-26 (notingdiowever the impact of ceasing delivery in
some programmes is covered by incr€ases inlether areas).

International EFTS (O
while OPAIC EFTS reémai

are farecast to grow but at a slower rate than the base case,
at,

Under this scenario, fu programmes have been modelled to close. These
programmes‘have,beenselected based on the programmes OP identified as part of its
me réview and rated as ‘possible’ closures. It is assumed that these
programm ot delivered in FY25, and the impacted FTE are exited at the
corniclusion,of the first quarter of FY25. These programmes are budgeted to make a
contribution of $0.4m in FY25. There are two additional programmes that would
‘require teach out and cease in FY26 (budgeted contribution in FY25 of $0.2m).

- Q(Z)(b)(ii), s 9(2)(ba)(ii), s 9(2)()

In a scenario with limited EFTS growth, OP has estimated an additional &' FTE could be
removed from the support operations, with savings of ~50.8m p.a. ($0.4m in FY25),
and redundancy costs of ~50.3m in FY25.

While this scenario results in a net loss in FY25, there is positive cashflow from FY26.
We note that the FY25-FY27 cashflows include the proceeds from the sale of property
assets (~$8m). Recapitalisation of up to $27m is likely to be required.

All other assumptions are consistent with the base case.
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Governance and Financial Management of the Plan

The Financial Improvement Plan will require robust governance, regular monitoring, and reporti ure the targeted financial
improvements of each initiative are realised as planned.

Overview
e To ensure a successful outcome and to achieve financial viability by 1 January 2026,
the following will be key:

e wider institution on the progress being made against the
Regular reporting to the OP ‘Pathway to Viability’ Steering Group and other key ts being realised.
stakeholders on progress, including Te Pikenga governance and other key

stakeholders (as required).

Ensuring the programme of work is appropriately resourced from a capacity and
capability perspective and seeking the appropriate level of external support where
necessary.

e | Regular review of the programme of work and engaging with stakeholders will be
ssential to sustaining the necessary level of progress in implementing the
Setting clear expectations for those who are responsible for delivering specific improvements.

improvement initiatives. V Outlined below are the key areas that will be considered during the planning phase of

Conducting regular reviews against the improvement plan and incorporati the project and the artefacts that will be developed for each.
revisions as and when needed.

Key Consideration Description

Key Actions and Focus Areas

Programme / Implementation Planning e  Setting realistic i e Defining clear phases for the rollout of the improvement plan.
each improv initi . ® Allocating necessary internal resources and identifying what external support is
®  Regularly reviewi justi required.
needed, i
timelin

Governance Requirements

g oversight, compliance, and e  Establishing a steering group.
aligfiment with key objectives and timelines. o Establishing reporting structures and requirements.

e Defining accountability and approval processes.

Benefits Management e |dentifying and tracking the financial benefits

Setting measurable financial goals (e.g., cost savings, revenue increase).

expected from the improvement plan. ®  Monitoring key financial metrics and ROI - through regular reviews and reporting.
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Key Consideration Description

Key Actions and Focus Areas

Risk Management e |dentifying and mitigating risks that could
impact financial stability and improvement

efforts.

® Developing and maintaining a risk regi

@ pport the improvement initiatives.
® Implementing risk mitigation pla eveloping a contingency plan to manage
the key risks (to support the dow

Change Management e  Facilitating effective communication, training,
and support to engage stakeholders on the

Financial Improvement Plan.

e  Creating a comprehensive ¢ u

ation plan to inform impacted stakeholders
(both internal and ext

Oversight and Governance
e Asteering group will be established to oversee the implementation of the Financial

Improvement Plan. It is expected the composition and role of the steering group will
be as follows:

e Composition: Senior leadership members including the Executive Director, Finance
Manager, Deputy Executive Directors (DED) - Academic, Deputy Executive Director  ®
- Operations, Deputy Executive Director Tiriti and Partnership, People and Culture
Manager, and relevant department / College heads.

e Role: Oversee the implementation of the Financial Improvement Plan, ensur
alignment with strategic objectives, and provide guidance to those tasked with

implementation. N

e |t has not yet been confirmed the extent of oversight and reporting tha

required by Te Pukenga, advisory boards and other key stakeholdersgincluding t
Tertiary Education Commission. However, it is assumed regular r ing against the
Financial Improvement Plan will be a requirement over the 20 2026\period when

Area Activity

helimprovement initiatives are being implemented. This reporting will

need to ¢ iculate the progress being made against each initiative and highlight
any ed to be addressed to ensure the programme of work remains on
tra

During implementation planning phase, it will be determined what resources are

equired to implement the Financial Improvement Plan, and what external support will
required, including the from Te Pikenga change management, HR and property
teams, to support the various Financial Improvement Plan workstreams.

inancial Management Practices and Controls

A structured approach to financial management will be key over the next period as OP
implement this plan and return to financial viability.

The following table summarises the key financial management practices and controls
that will be enhanced / implemented to support the pathway to financial viability and
to ensure the improvement initiatives deliver the intended benefits.

1. Cost monitoring and
control

Review, and update
management

Imple
unnecess

Frequency Responsibility
cessary, delegated financial authorities to ensure stringent cost Annually Finance Manager
place.
hanced cost management practices and exception reporting to identify and reduce Ongoing Finance Manager

spending across the colleges, support functions, and other trading activities.
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Area Activity Frequen Responsibility
2. Recruitment of academic Continue with the current hiring freeze policies, with all requests for new hires to be approved by the  Ongoi CE, People & Culture
and support FTE CE (supported by a strong justification for the request). Department
Monitor and review the impact of hiring freezes on staffing needs and workload. nthly CE, People & Culture
Department
3. EFTS growth and Regular review of the application and enrolment processes to determine areas for on- Ongoing DED - Operations
retention improvement and refinement. Continued refinement of key systems and processes to en
processes are efficient, including the use of data analytics to monitor application,t
bottlenecks in the process.
4. Capital Asset Review the most recent capital asset management (CAM) improveme Update DED - Operations, Finance
Management Planning part of TEC's CAM requirements) and update it to reflect the curr annually with ~ Manager
and report progress against the improvement plan on a quarterly quarterly
reporting
Review and streamline capital asset management processes (inclu
ensure they support future capital investments efficientl
Incorporate capital requests, prioritisation works Annually Finance Manager
future capital investment needs are appropriately
Regularly review lease commltments commitment is justified and opportunities to Ongoing Finance Manager
consolidate lease holdings upon e 5|dered timely.
5. Implementation of Prepare detailed monthly fi s to assess financial performance and variance reports to Monthly Finance Manager, Finance
robust and insightful identify variances from the Team
monthly financial
Y Financial reports are xpe be supported by a detailed commentary and a summary dashboard
reporting and
in a format that understood by management and other key users of the information.
commentary.
6. Benchmarking Revie rforgnance metrics against targets (including programme contribution margins, direct Quarterly DEDs - Academic , DED -
expendi per EFTS, SSR and ‘personnel to revenue’ ratios) and compare with appropriate Operations, and Finance

Manager
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Area Activity Frequen Responsibility
benchmarks (sourced from comparable ITP’s and the Tribal/ETIO Benchmark tool), to identify areas for
on-going improvement / streamlining.

7. Accountability from the Finance Manager

Colleges for their
financial outcomes

Elevate financial and commercial literacy throughout the organisation, particularly the Colleges. %a rly

financial management and reporting.

Finance to work closely with colleges and programme heads to ensure a sound understandingv

Hold monthly meetings with the Heads of Colleges to monitor financial performance and identify areas Monthly Finance Team, Finance
for future improvement. Manager
8. Internal controls and Reinvigorate internal audit activities and develop an annual program @ internal audit On-going Finance Manager
auditing reviews focussed on ensuring compliance with key policies and proceduré&s and identifying areas for
process improvement and efficiency.
9. On-going system and Implement a continuous improvement programme focuséd on identifying how key systems, including  On-going System owners
process improvements  the finance, student management and CRM systems, ¢an b ced to drive process efficiencies
and support the delivery of better data, analysis, ts to inform decision-making.
10. Reporting of progress Hold fortnightly meetings with key stakeholder cuss progress, challenges, and adjustments Fortnightly Project Manager / Change
against the Financial required to the Financial Improvement Rlan. Manager
Improvement Plan
Track and report progress against the Financial Improvement Plan. Monthly Project Manager / Change

Manager

oF
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Key Assumptions, Risks and Issues

Set out below are the key overarching assumptions, risks and issues relating to the Financial |

Key Assumptions

Implementation of the Proposed Initiatives

e While the Financial Improvement Plan sets out a range of initiatives, it is important to
recognise that the proposed initiatives within this document relating to changes to
programmes, people, or property are subject to consultation and requirements under
OP’s employment obligations and require approval by OP and/or Te Pakenga as per
delegations of authority.

Programme review

®  The closure of programmes identified and modelled in this Financial Improvement
Plan are subject to consultation and, as such, the final decisions on programme
closures will be addressed through a future implementation plan that supports the
viability plan.

The programmes identified for review are those that have historically returned@v

negative contribution margin and supplemented with programmes with a
low/negative contribution margin and / or declining EFTS.

e Where programmes have previously made a negative contribution b ed to
be retained this is due to these programmes providing a pathway fér further study
s 9(2)(b)(ii) a requirement to teach out existing students and anticipated

future EFTS growth.

Where teach-out is required the programme will close at th ion of the final

cohort.

nc

No allowance has been made for part-time stude
over multiple years. Any teach-out or student tra
consideration as part of the implementati

ng a one-year programme
ill'require further
ecisions on the plan.

Property divestment
e  Property proceeds for the two Du
Cromwell realised by the end of FY.

ies are realised by the end of FY25 and
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r nt Plan.

s 9(2)(b)(ii), s 9(2)(ba)(ii),

That op divestment will require engagement with Iwi reflecting right of

Wo ce
In addition to the activity to re-size the workforce, over time OP is also undertaking
to right-size the ‘shape’ of its academic staffs 9(2)(b)(ii), s 9(2)(ba)(ii)
s 9(2)(b)(ii) over time. s 9(2)(b)(i), s 9(2)(ba)(ii)

OPAIC and international EFTS

e  That the OPAIC joint venture will continue to operate on the same basis for the
forecast period.

Commencing in FY25, OP will increase its operational oversight and day to day
involvement in the JV, to monitor delivery and performance of OPAIC in relation to
s 9(2)(b)(ii), s 9(2)()

Key Risks and Issues
Delivery timeframes
e OP’sviability plan is predicated on programme and campus closures, and

reductions in FTE across academic delivery, support and back-office functions.

Ensuring the change programme and consultation process is appropriately
resourced and carefully sequenced will be critical, otherwise there is a risk of
delays to the overall programme and the ability to realise the benefits by FY26.
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This risk will be managed through timely and transparent engagement with impact
stakeholders.

Campus closures

e Property divestment timeframes need to reflect providing Iwi with the right of first
refusal, regional and staff consultation. OP will have limited ability to drive the
timeframes for some of this consultation putting at risk the ability to realise the
proceeds of property sales by the end of FY26.

Ensuring there is on-going support from the Te PGkenga property team will be critical

to ensure the process for divesting the property is completed as efficiently as possible.

Capability and capacity to deliver the viability plan

e There is not currently the capacity to drive the organisation-wide cultural change
needed to re-set OP’s operating style and deliver on financial sustainability initiatives,
while continuing to deliver business as usual.

It will be critical that the leadership team is augmented with the appropriate level of
programme and change management support, human resource capability and access
to legal advisors to mitigate the risk the current leadership team will not have the
bandwidth or expertise to deliver the Financial Improvement Plan over FY25-FY26 and
maintain the required focus on BAU performance.

e Anallowance has been made in the financial forecasts to allow for change
management, financial, legal and HR support during the period of transition.

)
C)

Programme closure
e S 9(2)(b)ii), s 9(2)(ba)(ii)

v

Holiday Act 2003 Compliance

e OP has an unquantified liability in relation to rem ionof payroll non-compliance
with the Holidays Act 2003. It is assumed this will remain with OP on the
disestablishment of Te Pukenga. An update is expected by December 2024.

Disruption to Learning for Students
e  Given the extent of change required#ith several of the initiatives this may cause

disruptions to the day-to-day operations, impacting the learning experience for
students.
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During the planning phase a detailed change management plan will be developed and
implemented to manage the impact of changeswen students to reduce the risk of
academic quality being negatively impacte@d duringperiods of change or disruption.

Resistance to Change

e  Resistance from staff, students, or other'stakéholders to changes implemented as part
of the Financial Improvement Plan is.akeyfisk that will need to be carefully managed.

This risk will be mitigated by ensuring nanagement engage in open and transparent
communication with those'stakéhglders who are impacted and where appropriate
involving stakeholdess'in the feedback and decision-making process.

Reputational Risk

e  There is a riskthat the changes being implemented will reflect negatively on OP’s
reputati(ﬁn key, stakeholders are not correctly informed as to the rationale / need
for the chagt be implemented. Two examples include:
. (DM(Z)(DG)(H)

1
v/

This risk will be managed through timely and transparent engagement with impacted
stakeholders.

Te Pukenga’s Transition and Change team will be kept regularly informed of planned
engagement activities with impacted stakeholders and communities to ensure the
appropriate level of support is provided.

During the implementation planning phase, a detailed programme risk register will be
developed that will incorporate the above risks (and other key risks associated with specific
initiatives) and the agreed mitigations. This risk register will be regularly updated to reflect
the status of each risk.
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Operating Model| Q

we describe the key shifts that will impact the operating model, the academic delivery model, dicative FTE.

There is a range of operating model impacts that will result from the Financial Improvement P% ives. Over the following pages
i

*  Anoperating model describes how the different dimensions or layers of OP come
together to deliver vocational education and provides the bridge between its purpose/
strategic direction and its operational activities.

*  Typically, consideration would be given to the nine layers set out opposite, however,
for the purpose of this Financial Improvement Plan we focus only on the changes to
the operating model because of the initiatives that have been developed to return OP
to financial viability by 2026. As such, we limit our focus to the following components
of the operating model:

Learners
Channels/ modes

Education
Services/Products
o  Education services and products, and modes (programmes)

o  Organisation (structure and location)

o  People and culture (FTE impacts) V Organisation
o  Processes (new processes and controls required) People and culture

*  The operating model is underpinned by an emphasis on maintaining quality delive Partnerships
re-focusing programme delivery to better reflect learner demands, est i lean
workforce that can set OP up for success as a stand-alone entity an ing COst.
Taken together these form our design principles for the operatin del changes that
result from the plan.
Processes
*  The following pages set out the key shifts required to achieve viability, the change in .
. - . i X Information
programmes and modes of delivery, an overview of funetion ilities required,
impact on the organisational structure, campus footpri adcount. Technology

anisation we also set out
46-49). The changes at OP
ng reflects the need to upgrade
inistration services as well as the
otion under the national Te Pukenga

the current CRM system to support the
planned implementation of TechO
model.

Learner

Organisation

Enabler
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Key Shifts
The Financial Improvement Plan articulates the key initiatives required to achieve viability by FY26. In aggregate the initi epresent six key shifts for the

organisation.

* A portfolio of programmes that deliver a positive contribjuti r

Rationalisation of programmes »  Addressing the delivery of selected programmes that retush an insufficient contribution margin through a
review of current programmes delivered by O

* A campus profiles 9(2)(b)(ii), s 9(2)(
. Divestment of the Cromwelltown
*  Subject to enrolments for20255 a decision will be made to renew the Wanaka lease.

Rationalisation of locations with remaining programmes shifting to Bannockburn.

*  Divestment of Dunedi p perties at St David Street and the Ralph Hotere Cottage.

Right—sizing in the academic * An academic workferce thatyreflects the portfolio of programmes and anticipated EFTS growth
workforce o 59(2)(b)ii), s 9@)(ba)ii)

. Re-We shape of the academic workforce.
¢ Con n ofithe College of Work Based Learning, by re-distributing programmes into the relevant school

ACADEMIC SERVICES

Changes to the organisational

an tti e delivery.

structure 9Ab)([i)Ys 9(2)(ba)i)
Q ) o o . iewing staffing levels and structures to ensure efficiency, and alignment with future capability requirements:
@) Right-sizing existing baCk'Ofﬂt& + Increases in FTE in international recruitment, marketing, academic excellence and strategy.
E support *  Proposed reductions in back-office and trading areas FTE.
E ‘ * Establishment of new or enhanced capabilities/ functions to support Otago to operate as a stand-alone entity:
g_) . v . Rt_e—establishment of governance, audit & risk, strategy, IT functions that had been centralised under Te
o - Pikenga.
a . Additions to bac@ . Enhanced processes and policies to support financial management and visibility of performance within the

functions organisation.
C s 9(2)(b)(ii), s 9(2)(j)
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Academic Service Delivery Model
The following diagram sets out the key changes for the academic delivery model from the current to future state asare the financial improvement

initiatives.

CURRENT LEARNERS

*  90% of OP’s total EFTS are domestic. FY23 domestic EFTS across all modes
of delivery were 4,174 and international EFTS were 601.
* OP’s overall completion rates are above the network average

PROGRAMMES

* Delivers ~151 programmes across seven Schools in 2023 80% of delivery
intramural and 20% extramural.

* FY24 (toJune), 5§ of OP’s programmes are returning a positive
contribution.

WORKFORCE

* Higher proportion of senior academic staff and higher average pay rates
than the ITP network.

» Otago delivers an average academic SSR of 15:1 (2024, including AIC)

* In total the positive contribution from academic delivery is more than
offset by support costs.

* A compact Dunedin campus

* Regional presence in Cromwell and Wanaka and in Auckland
OPAIC.

« Aproperty portfolio valued at $209m (in 2023). The g
of OP’s buildings has been assessed as ‘good an

[}

LEARNERS FUTURE

completion rates and reputation of Otago.
market share of domestic and international students.

* Programme offering that contributes a positive contribution margin and is
reviewed annually against performance metrics.

WORKFORCE

* Workforce composition that supports sustainable staff to student ratios.

* Academic and support staff workforce costs in-line with relevant sector
benchmarks.

* Abalanced professorial staff profile across colleges.

INFRASTRUCTURE

* Reduced campus presence in the regions where student demand has
declined, and delivery is no longer financially viable.
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Base functional view (capability map)

The functional view highlights that the key changes are a result of OP taking on functions previously performed centrall
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Pakenga or enhancing current

functions as part of a shift to a stand-alone entity. We note this is a view of the functions, not an organisational structur

g Student services Learning and teaching Key Assumptions
GE) Enhanced capabilities to support
Student Student : business intelligence and reporting
- - ) Learning and Student
g marketing & administration Sat::?etllt:)ee?rl:: Learner Support teaching design enrolment and through to TKM.
S :
L) recrutment Planning and assessment management Re-establisment of Governance
o and some leadership functions as
% Domestic ) - develop into stand-alone entity.
" Timetabling Career and Indust
§ : 'I' t o 't_' ot 'I' - academic | ryt Deliver learning Student . . Strategic asset management and
< Bamnonrnrnaat support mF;zcae:niZnt programmes assessment sed capacity to support financial property management functions
3 management 8 nagement fur'lctlons with the return return post disestablishment of Te
of the CFO function to OP. Pikenga.
Strategy, Governance &  Ancillary services Property management Relationship ma nd enquiries Information & systems management
performance sesssssszasnns
H : Contact Centre
e eseeeeaseneasennan Food and retail outlet . Asset - Facilities Tiriti and . H
Strategy and business management management : | management Partnerships Complaints ICT strategy and: | Data analytics Channel
. planning . - . planning E and forecasting strategy
Susssssssssssassssusnny . B - . management
:lII-llllI---IIIIIII-I: childcare ) : . EanIrles :...-.........:
. Governance and : Campus Booking and : Regional
H Leadership s security : relationship . seserererivaney,
_ Sesssssssssssssssnnnnnl | Accommodation | management anagement : management Info requests Data Enterprise :  Business I
g * Riskand compliance sessssnsssnnad management content : intelligence and =
s . management : management | @  reporting *
8 Sesssssansasssassnssaas  People and human resources Financial management e
: ality management  : Learnin
-QU a |tymn 8 men. . Financial Student deli é Business
Workforce Recruitment Employee planning and Payments and systems elivery systems
i i i systems
Legal planning and retention Relations budgeting accounts management management management
Continuous improvement . o |-]R R . :' o .F'ir.l;r:;e' O Access privacy and security
- L . - Funding and . -
Capability and Organisation : performance = financin Investment |- performance Information Identity and b -
. learning Desi . : reportingand - ) g management |; reportingand = security | | access ‘ | yoer security
Annual reporting wellbeing . . analysis H .
£ Management : £, management :

H : Changes to the current fun

fthe OP Business Division
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Current State Indicative Proposed Impacts (Service areas)

Reduction FTE

New FTE

Net Difference

Reduction FTE Net Difference

New FTE

Reduction FTE
Net Difference

New FTE
KEY

Reduction FTE Net Difference

Reduction FTE Reduction FTE
New FTE New FTE
Net Difference Net Difference

w
a
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Current State Indicative Proposed Impacts (Academic Delivery)

Net Difference

Reduction FTE

New FTE

KEY

Reduction FTE
Net Difference

New FTE

Net Difference

Reduction

Net Differe
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Process for Next Steps

Currently the structure considerations are built on financial and programme considerations. There is an opportunity to ali e future state closely to the
strategy and direction of OP and adjust the structure to support the adjusted future state. We recommend the belowger r activating and delivering
the change safely and effectively.

Agree on capabilities grouping in the Op Model
Early Union Engagement

Draft high level Organisation Design

Complete detailed Organisation Design

Design decision rights, governance and interaction model

Prepare for Consulta

Complete Consultation and F@

Q We the viability analyses and Polytech’s objectives

erstand how value will be generated

Conduct current state assessment
Confirm design principles
Leverage the Operating Model to support decisions

Agree on approach and pace

N\

6

7

Understand conditions for success and non-negotiables

4
Prepare for and make final decision

Establish governance for implementation
Drive organisation readiness

HR to complete any selection and recruitment
Build on-going capability

Transition leaders and team

Implement any required changes to ways of working
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Appendix A | Ease of Implementation Rating Scale Q

An estimation of the effort required to implement the key initiatives has been based on the description outlined below. @

Ease of Description
Implementation
Rating

e Easy to implement with minimal resources.
e Extent of engagement and / or consultation with stakeholders is minimal. V

e Fits seamlessly into existing systems or processes.

Simple O

¢ Unlikely to need external support.

¢ Wil likely require a focused effort to implement.

¢ Will likely involve engagement and / or consultation with multiple stakehglders.

Moderate @ o . )
¢ Wil likely require adjustments to current systems or processes.
¢ Will likely need external support.
¢ Wil require significant resources and time, over a sustai i f time.
¢ Involves engagement and / or consultation with multiple stakeholders.
Complex @

e Will likely require new systems or processes. \
¢ Will require external support. &
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Appendix B | Additional Programme Details

2024 YTD Top 10 programmes by total contribution
2024 YTD Bottom 10 program contribution

Contribution $'000 Contribution $'000

v

2024 YTD Top 10 programmes by EFTS
2024 YTD Bottom 10 programmes by EFTS

Bachelor of Nursing
Bachelor of Occupational Therapy NZ Apprentiship in Electrical Trade (Level 4)
New Zealand Certificate in Brewing (Level 4)
AIC Master of Applied Management COP - Correcti racts
- Corrections contra
Bachelor of Midwifery

TA Hairdressing
Midwifery — Other Contract Courses
Certificate in Rural Animal Technology

AIC - Bachelor of Applied Management
WBL- Bachelor of Applied Management

Bachelor of Design (Communication) NZD in Horticulture Production (L5)
Bachelor of Information Technology CLC - Mosgiel - All Programmes
Bachelor of Architectural Studies WBL - Graduate Diploma in Tertiary Education
NZC in Carpentry (Level 4) AIC - NZ Diploma in Business
0 50 100 150 200 Master of Midwifery

EFTS 0.0 0.2 0.4 06 0.8 1.0

EFTS
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Appendix C | Marketing Plan

OP’s marketing team is developing a detailed marketing strategy to support a renewed
focus on local and international marketing. The key objectives and measures that will be
incorporated into this plan are outlined below.

Marketing campaign objectives:
® Increase engagement with school leavers/career choosers

e  Profile key programmes that can absorb growth
e Drive traffic to dedicated landing pages to refine post campaign analysis and ROI.

e  Position Otago Polytechnic as the number one choice for vocational education,
showcasing its reputable programmes, high employment outcomes, relevant skills
training, and career-focused connections into the industry.

e Implement a year-round performance marketing program to profile key programmes
with growth and revenue potential, to reverse the decline in domestic enrolments.

the international agent lead referral process.

® Increase international enrolments by 10% by strengthening the appeal of Otago
Polytechnic, including strong support for global student communities and optirr%

® Improve awareness of funding options available for both domestic and internationa

students
e Make the digital channel easier for students to find relevant infor n, explore
career paths, and apply online.

e Evolve programme offerings to meet emerging market needs, ensuring Otago

Polytechnic remains competitive against other ITP’s andspriva ining providers,
making it the top choice for students.

Measures
e  EFTS gained during campaign time, measure - basis through the EFTS trend

report

e  Go to Market (GTM) attribution mod
by the end of March 2025

e 75% of user visits are consistently new users by the end of 2025

e 20% increase in new users to the website by the end of 2025

nitoring and optimising ROl is established
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10% increase in total domestic appli s e end of 2025
10% increase in applications fro rity international markets by the end of 2025
20% increase in He Toki ap ions'By the end of 2025

10% increase in inquiri tudents for payment plans by the end of 2025

New programme init

for the top five@

e been identified and prioritised for viability assessment
s by the end of March 2025.
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Appendix D | Te PUkenga Property Disposal Flowch

Te Pukenga
1. Property - land, 12. Transact sale with
building(s), have been spproved suppher
determined as being surplus Retain peoperty No Approval recerved?
to requirements for
educational delivery
No
"o 11, Seek final approval to
Yes
somplete sale from FINCAP/
Council
1 Approval paper and
covering note -
L.Engage UNZ accredited
2. Commence process to agent to support in disposal
Approval received? Approval required? process from approved
dispose of surplus property supplier 10. identity encuymbrances and
determine impact on timing of
sale/transfer
1 '
2. LINZ will undertake
a n
3. Property valuation to be 4. Seck approval from FINCAP 8. Determine opportunities to
Commiioncd snd he e ik o e cneii o cor e
approved supplier (unless 7| to declare property 'surplus to to another Crown Agency/TA p;F . buiw(:rown
already available) requirements’ [Section 50 of PWA 1989) &g RF¥, offer back,
agency transfer (Section 50)
etc
Valuation Approval paper md‘
document
Please note
. be d'sposed of as Guchly as POSIdie — rETOMING G SUrPIUS DroperTy el ey (5 COAIEry 10 the CONGMNONs wNder whh Sporoval was gronted The dens:on olso €annot be reversed
. ST PIOCET 1O eNSure Proper process i fo - with fepes) Thes wall inchude examples where offer dack and/or nghe of first refusol sTeps must de token and for when 0ptoOns 20
Cromm Agencies [ Terrtorial Authortes ore sutable
. eQuity vafue of well over S250M, @ may dispase of property assets up 1o the value of S15M (per tromsaction) without Sof approval. However, TEC showid be odvised Dotk a3 o courtesy dut also to aflow
#3001/ Nefols we Mgt mot Rove connidered cr Deer odvesed on
Ted 0gents and 55'es PEnts SOV be engoged from the opproved kst of suppiers onfy
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Appendix E | Potential Recapitalisation Requirements

Otago Polytechnic Base Case Downside Confidence Commentary | Working Assumption
(S000) ($000) Level
Critical Property needs 2,691 2,384 M Property capex budget FY25-27 - Per OP management, thisis'the investment required to avoid a deferred mtce position.
Critical IT Investment 4,380 4,283 M IT capex budget FY25-27 as provided by Tﬁohe 4 Digital Lead - required to avoid deferred mtce position
(L;j:s:iezroperty/ Buy Out / Make Good / Campus 20 20 M s 9(2)(b)ii), s 9(2)) VI/
Crown Loans 16,000 16,000 H Current face value balance
Estimated Redundancy Costs 2482 3,840 M \E:ct,irr:fzt:::rovided by OP I-ibfd‘on modelled scenarios regarding potential programme closures, resizing and rebalancing
Est. Teach out costs - - y. y 4
Change Management / Support 1,065 1,065 Estimated change Mer, financial oversight, legal fees and HR costs
3 months OPEX - 2026 24,672 23,584 ‘ N
Total Funding Needs 51,310 51,136 TR
Funded by: 4
Ringfenced Reserves — 31 Dec 2024 - = V
2025 free cash flow funding 2,817 (2,496) L Exéluding asset sales (see below). Low confidence level reflects the current uncertainty regarding forecasted enrolments
2026 free cash flow funding 10,574 6,177 X Excluding asset sales (see below). Low confidence level reflects the current uncertainty regarding forecasted enrolments
2027 free cash flow funding 15,083 8, L Low confidence level reflects the current uncertainty regarding forecasted enrolments
Asset Divestment - 2025 1332 1,;32 \ M Two DAunedin prgpe_rties. Estimate basefd on TP property te_am advice and Colliers valuations. Net of associated costs (e.g.
-~ valuation, commission and other associated fees per TP guidance).
) Cromwell Central Campus. Estimate based on TP property team advice and Colliers valuations. Net of associated costs (e.g.
Asset Divestment - 2026 5,820 5,820 M valuation, commission and other associated fees per TP guidance). 5 9(2)(b)(ii), s 9(2)(j)
Asset Divestment - 2027+ «_ 887 M s 9(2)(b)(ii), s 9(2)(ba)(ii), s 9(2)(j)
Committed Funding Streams - ) -
Total self-funding 35,697 20,539
Total net capital required 15,684 30,597
Cash balance (ex-ringfenced reserves) — 31 Dec 2024 3,914 3,914
Potential net capital requirements 11,770 26,683
Intercompany Loans Forgiven Total 8,124 8,124
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Appendix F | Limitations and Restrictions

Introduction

e This Report is provided in accordance with our consultancy service order (CSO) dated
17 July 2024 and the variations dated 10 September 2024 and 31 October 2024 for Te
Pakenga - New Zealand Institute of Skills and Technology (Te Piakenga) in relation to
the ITP Financial Viability programme. The scope of our work is set out in our CSO, as
modified here.

®  Our work, which is summarised in this Report, has been limited to matters which we
have identified that would appear to us to be of significance within the context of that
scope.

e This report is intended to provide an overview of the key observations arising from our
review.

e  QOur fieldwork was completed on 15 November 2024.

Use Of and Reliance on the Report
e  The Report may only be used and relied on by Te Plkenga for the purpose of
considering the future financial viability of the Otago Polytechnic (OP). The Repo

confidential. Te Pikenga must not:

e Disclose the Report, our name, or refer to us or the Report in any Q
product disclosure statement or other document; or

e Make the Report available or communicate the Report to othenparty, without

our prior written consent.

e Refer to or use our name or the Report for any other purpose;

e No one other than Te Pakenga is entitled to rely on the o
We accept no duty of care or liability to anyone else wh
or uses or relies on, the Report.

other purpose.
n or gains access to,

e We acknowledge that you may include the outpt
information from this review to the Tertia ca

following terms:
e The outputs are provided for th @ yoses,of the supporting the ITP Financial
Viability programme on a commegéial in confidence basis; and

r other supporting
ommission (TEC) on the

Restrictions and Limitation:
L J
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Q

®  QOur duty of care for the performanée of these services is to Te Pikenga. We
accept no duty of care or ligbili or any other party in connection with
their use of, access to or reliance on our work / Report.

f

This Report is not i eneral circulation or publication, nor is it to be
reproduced or used rpose other than that outlined above without our prior

written permission in each specific instance. We do not assume any responsibility or
liability fordésses accasioned to Te Pukenga, its Council or shareholders or to any other

parties asa result of the circulation, publication, reproduction or use of this Report or

any from contrary to the provisions of this paragraph.
We e right to review all calculations included or referred to in this Report
and, i consider it necessary, to revise our work in the light of any information

xisting at the current date which becomes known to us after the date of this Report.

Relianee on Information

N/

In preparing this Report we have relied upon and assumed, without independent
verification, the accuracy and completeness of all information that is available from
public sources and all information that was furnished to us by Te Pikenga and OP.

We have evaluated that information through analysis, enquiry and examination for the
purposes of preparing this Report. However, we have not verified the accuracy or
completeness of any such information. We have not carried out any form of due
diligence or audit on the accounting or other records of OP in the context of this
Report. We do not warrant that our enquiries have identified or revealed any matter
which an audit, due diligence review or extensive examination might disclose.

A review of the arithmetic accuracy, logic and key assumptions that support the Te
Pakenga Financial Viability model is outside the scope of our engagement. The
accuracy and integrity of the Te Pikenga Financial Viability model is reliant on the
expertise of Te Pikenga.

While we have reviewed the key underlying assumptions of OP’s FY25 draft budget, we
have not completed a detailed line-by-line review of each budget line item, nor have
we completed a detailed review of the FY24 forecast. At the time of drafting this report
the FY25 budget had not been finalised and we understand on-going refinements were
being made.
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e We have reviewed and challenged the proposed investment in capital expenditure for
the period to 2029. We have not conducted any detailed asset condition assessments
nor assessed in detail the quantum of planned investment across the various assets to
assess whether the forecasted level of capital expenditure is appropriate. We have
relied on the expertise of the relevant asset owners to make an informed assessment
of future capital expenditure needs.
e We have reviewed and challenged key input assumptions, including the staff-to- %
student ratio, FTE and EFTS growth factors, with management. The input assumptions
reflect a position that OP Management is comfortable with. We note that several of

these input assumptions are very sensitive to change and can therefore impact the
financial outcome significantly.

Indemnity V

e We assume no responsibility arising in any way whatsoever for errors and omissions @

(including responsibility to any person for negligence) for the preparation of this
Report, to the extent that such errors or omissions result from the reasonable reliance Q

on information provided by others or assumptions disclosed in this report or
assumptions reasonably taken as implicit.

Disclaimer
e  This Report has been prepared with care and diligence and the statements and V

conclusions in this Report are given in good faith and in the belief, on reasonable
grounds, that such statements and conclusions are not false or misleading. H
no way do we guarantee or otherwise warrant that any forecasts of future profits,
flows or financial position of Te Pikenga or OP will be achieved.

e  Forecasts are inherently uncertain. They are predictions of future evénts that cannot
be assured. They are based upon assumptions, many of which arefbeyend the control
of Te Pikenga and OP and their respective management teams”Actual results will vary
from the forecasts and these variations may be significantly more orfless favourable.

o
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