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Key to sections of the Official Information Act 1982 under which information has been withheld. 

Certain information in this document has been withheld under one or more of the following sections of the 
Official Information Act, as applicable: 

 

[1] to prevent prejudice to the security or defence of New Zealand or the 
international relations of the government 6(a) 

[4] to prevent prejudice to the maintenance of the law, including the prevention, 
investigation, and detection of offences, and the right to a fair trial 6(c) 

[11] 
to damage seriously the economy of New Zealand by disclosing prematurely 
decisions to change or continue government economic or financial policies 
relating to the entering into of overseas trade agreements. 

6(e)(vi) 

[23] to protect the privacy of natural persons, including deceased people 9(2)(a) 

[25] to protect  the commercial position of the person who supplied the information 
or who is the subject of the information 9(2)(b)(ii) 

[26] 
to prevent prejudice to the supply of similar information, or information from the 
same source, and it is in the public interest that such information should 
continue to be supplied 

9(2)(ba)(i) 

[27] 

to protect information which is subject to an obligation of confidence or which 
any person has been or could be compelled to provide under the authority of 
any enactment, where the making available of the information - would be likely 
otherwise to damage the public interest 

9(2)(ba)(ii) 

29] to avoid prejudice to the substantial economic interests of New Zealand 9(2)(d) 

[31] to maintain the current constitutional conventions protecting collective and 
individual ministerial responsibility 9(2)(f)(ii) 

[33] to maintain the current constitutional conventions protecting the confidentiality 
of advice tendered by ministers and officials 9(2)(f)(iv) 

[34] to maintain the effective conduct of public affairs through the free and frank 
expression of opinions 9(2)(g)(i) 

[36] to maintain legal professional privilege 9(2)(h) 

[37] to enable the Crown to carry out commercial activities without disadvantages or 
prejudice 9(2)(i) 

[38] to enable the Crown to negotiate without disadvantage or prejudice 9(2)(j) 

[39] to prevent the disclosure of official information for improper gain or improper 
advantage 9(2)(k) 

[s18(c)(i)] that the making available of the information requested would be contrary to the 
provisions of a specified enactment  

[40] Not in scope   
 

Where information has been withheld, a numbered reference to the applicable section of the Official 
Information Act has been made, as listed above. For example, a [23] appearing where information has 
been withheld in a release document refers to section 9(2)(a). 

In preparing this Information Release, the Treasury has considered the public interest considerations in 
section 9(1) and section 18 of the Official Information Act. 
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2016 Budget Package: Vote Tertiary Education 
 

Responsible Person:  Hayden Fenwick, Labour Market & Welfare, 04 917 6969 

Purpose 

1. This paper seeks Cabinet’s agreement to: Budget 2016 initiatives that are proposed to 
be funded through reprioritisation of baselines in Vote Tertiary Education; policy 
proposals that are not part of the Budget package; and technical changes following a 
review of the Vote’s appropriations. 

 
Comment 

2. There are a number of proposals in this paper. We have outlined these proposals 
below to clarify what Cabinet is being asked to agree to. 

 
Budget 2016 initiatives 

 
3. There are a number of Budget initiatives that are proposed to be funded through 

reprioritisation of baselines, including the use of 2015/16 underspends, reprioritisation 
within 2016/17 baselines and price/volume trade-offs. Appendix 1 outlines the funding 
sources for each of the initiatives. 

 
4. There are two other initiatives that form part of the Vote Tertiary Education Budget 

package that are proposed to be funded using alternative funding. Appendix 2 outlines 
the funding sources for each of the initiatives. 

 
5. Treasury supports these initiatives.  
 
Retaining 2015/16 underspends on the TECs balance sheet 
 
6. There is also a proposal that the Tertiary Education Commission (TEC) will retain 

$57.2m of 2015/16 underspends1 on its balance sheet as a ‘buffer’ or a ‘float’ to 
mitigate the risks of overspending due to two policy changes: 
 

a. Within a given year, some providers will receive greater than expected 
demand for tertiary places, while other will receive less demand., Cabinet 
agreed that TEC could allocate up to 102% of the approved funding 
allocations to tertiary education providers, to ensure that funding could be 
shifted to where the demand is within the tertiary education system [SOC-15-
MIN-0015 refers]. There is a risk that the number of tertiary providers requiring 
102% of approved funding is such that spending exceeds appropriations in a 
given year.  
 

b. There are two initiatives2 in the Business Growth Agenda Budget 2016 
package that will increase the tuition subsidy rates for some tertiary education 
provision. Increased prices (together with the 102% policy) will increase the 
likelihood of spending over appropriations. 

                                                
1 These include recovered and unallocated funding within the SAC level 3+ fund, the Industry Training 
fund, and the Community Education category of the Tertiary Tuition and Training MCA. 
2 The initiatives are: Targeted Tuition Subsidy Increases for Key Fields of Tertiary Education (9317) 
and Investing in the Quality and Sustainability of Sub-degree Tertiary Education (9316). 

[34]
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7. The approach for TEC to manage its balance sheet follows Treasury advice that since 

TEC is a Crown Entity, it is not obligated to fund within appropriations, so fluctuations in 
demand across years could be met from TECs balance sheet to manage risks and it is 
expected that this will be fiscally neutral over time. 

 
8. Cabinet has already agreed a buffer of $15 million for TEC to manage its balance sheet 

[SOC-15-MIN-0015 refers]. However, TEC has indicated that without further funding, it 
would not have a large enough buffer to manage these fluctuations and risks of over-
expenditure. 

 
9. There are benefits and costs associated with the above proposal: 

 
a. Benefits: It is likely that there will be less underspends in future years because 

funding will be allocated more efficiently to meet changes in demand3, and 
manage the risk of overspending; 

 
b. Costs: $57.2m will potentially remain unused on TECs balance sheet and 

$15m in the SAC appropriation, and there is a lack of transparency about 
where the 2015/16 underspends sit and how they will be spent (e.g. the 
funding will not be ‘drawn-down’ in 2015/16 and appropriated in future years. 
Therefore it will not be recorded in the Estimates documents). 

 
10. Cabinet is only being asked to note this proposal; however Treasury thinks that Cabinet 

agreement is required to retain the underspends for this purpose. If Cabinet agrees to 
the proposal, Treasury will engage with MoE and TEC to clarify the details of how the 
balance sheet mechanism will work in practice, to ensure that there is sufficient 
transparency, in the absence of being included in the Estimates.  

 
11. In 2017, the Ministry of Education will assess whether the $15m buffer in the SAC 

should go onto the TECs balance or be returned to the centre. 
 
Other policy change 

 
12. There is another policy change proposal in this paper that seeks agreement to ring-

fence $35m of SAC funding to use in a competitive allocation process for some delivery 
at levels 3 and 4 to improve value for money and outcomes for learners.  

 
13. Treasury supports this policy change. 

 
Vote Tertiary Education appropriations restructure 

 
14. Cabinet is also being asked to agree to a number of technical changes to 

appropriations to improve the transparency of appropriations following a review in 
2015. 

 
15. Treasury supports these changes to appropriations. 

 
 
Treasury Recommendation 

We recommend that you support the Budget policy initiatives, other policy changes and the 
technical changes to the Votes appropriations.  
                                                
3 The newly established Tertiary Tuition and Training MCA will further increase flexibility of funding to 
meet changes in demand by allowing funding to move across different funds and categories. [33]
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We recommend you discuss and confirm whether Cabinet is comfortable for TEC to use 
2015/16 underspends as a ‘buffer’ to manage the risks of the 102% policy. 
 
We also recommend that the Ministry of Education reports back to Cabinet in 2017 to clarify 
how the balance sheet mechanism is working and if the ‘buffer’ amount is appropriate to 
manage the risks.  
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Title Pg Recommend Fiscal Implications ($m GST excl.) Treasury Comment 

15/16 16/17 17/18 18/19 Out 
years 

2016 Budget 
Package: Vote 
Tertiary Education  

 Support and 
recommend Cabinet 
confirm whether they 
are comfortable for 
TEC to use 2015/16 
underspends as a 
‘buffer’ to manage the 
risks of the 102% 
policy and express an 
expectation that MoE 
report back to Cabinet 
about the 
effectiveness of the 
TEC balance sheet 
mechanism and the 
appropriate amount of 
the ‘buffer’. 

Operating  

- - - - - 

Capital 
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Appendix 1 
 
Initiative Description Cost and Funding source 

Fees-free 
foundation 
education 

Implements manifesto 
commitment of fees-free 
foundation education at Level 
1 and 2 for all learners. 

$14.56m from a combination of 
unallocated funding from 2015/16 
and a price/volume trade-off from 
2017 (funding around 200 fewer 
EFTS) 

Increased demand 
for workplace 
literary and 
numeracy 

Meets increased demand for 
workplace literary and 
numeracy provision. 

$2.0m reprioritised within the 
Community Education category of the 
Tertiary Tuition and Training MCA in 
2016/17; and a price/volume trade-off 
from 2017 ($3m per year by reducing 
the maximum funding rate) 

Refugee English 
Fund 

Maintains the size of the 
Refugee English Fund. 

$2.3m reprioritised within the 
Community Education category of 
the Tertiary Tuition and Training 
MCA from 2017  

Engineering 
Education to 
Employment (E2E) 

Implementation and evaluation 
of the E2E programme. 

$1.6m from 2015/16 underspends 
to fund 0.4m p.a. for four years 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

[33]
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Appendix 2 
 
Initiative Description Cost and Funding source 

Increasing Māori 
and Pasifika Trades 
Training 

Draws down funding set aside 
in contingency for future 
growth in Māori and Pasifika 
Trades Training 

$9.6m over four years drawn down 
from the Expand Māori and Pasifika 
Trades Training Contingency 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

[33]
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