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Statement of Responsibility 

This Statement of Performance Expectations 2017/18 is produced in accordance with the 
requirements of sections 149B to 149M of the Crown Entities Act 2004. 

This Statement of Performance Expectations 2017/18 has been prepared as required under the 
Crown Entities Act 2004. We take responsibility for the statement’s content, including the 
assumptions used in preparing the forecast financial statements and the other required 
disclosures. We will not update these prospective financial statements following their 
publication. 

We use and maintain internal controls to ensure the integrity and reliability of our 
performance and financial reporting. 

We certify that the information contained in this Report is consistent with the appropriations 
contained in the Estimates of Appropriations for the year ending 30 June 2018. These were laid 
before the House of Representatives under section 9 of the Public Finance Act 1989. 

Signed on behalf of the Board of the Tertiary Education Commission: 

John Spencer  Nigel Gould 
Chair  Chair 
Tertiary Education Commission  Audit and Risk Committee 

Tertiary Education Commission 

7 June 2017  7 June 2017 
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Forecast Statement of Comprehensive Revenue and Expense  
For the years ended 30 June 

2017 
Forecast 
$000 

REVENUE  

Operating revenue:  

2018 
Budget 
$000 

Vote Education/Tertiary Education – Ministry of Education (MoE) 46,809 62,186 

Contract revenue – Pre-purchased English Language Tuition 299 250 

Other revenue 2,057 3,026 

Total operating revenue 49,165 65,462 

Grants revenue: 

Vote Education/Tertiary Education – MoE 2,871,893 2,935,766  

Prior year recoveries 4,000  

Total grants revenue 2,875,893 

Finance revenue: 

2,000 

2,937,766 

Interest income on bank deposits – operating 1,268 1,096  

Interest income on bank deposits – grants 300  

Total finance revenue 1,568  

Total revenue 2,926,626  

EXPENSE  

Operating expense:  

1,396 

3,004,624 

Personnel costs 31,144 40,601  

Other expenses 16,491 21,764  

Capital charge 1,838 1,684  

Depreciation 938 1,072  

Amortisation 3,439  

Total operating expense 53,850 

Grants expense: 

4,939 

70,060 

Grants expenses – MoE 2,872,493 2,936,066  

Bad and doubtful debts –  

Total grants expense 2,872,493  

Total expense 2,926,343  

SURPLUS/(DEFICIT) 

– 

2,936,066 

3,006,126 

Operating surplus/(deficit) (3,417) (3,502) 

Grants surplus/(deficit) 3,700 

Total comprehensive revenue and expense 

2,000 

(1,502) 

300 

283 
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Forecast Statement of Financial Position 
As at 30 June 

2017 
Forecast 
$000 

CURRENT ASSETS 

2018 
Budget 
$000 

Cash and cash equivalents 58,495 53,214 

Prepayments 700 863 

Debtors and other receivables 566,426 566,472 

Total current assets 625,621 620,549 

NON-CURRENT ASSETS 

Property, plant and equipment 5,486 5,272 

Intangible assets 6,786 11,121 

Work in progress 3,733 3,733 

Total non-current assets 16,005 20,126 

Total assets 641,626 640,675 

CURRENT LIABILITIES 

Creditors and other payables 536,158 536,338 

GST payable 351 443 

Employee entitlements 1,690 2,171 

Pre-purchased English Language Tuition – fees in advance 2,347 4,410 

Provisions for lease 112 112 

Repayment of grants surplus 6,259 

Total current liabilities 546,917 

NON-CURRENT LIABILITIES 

2,191 

545,665 

Pre-purchased English Language Tuition – fees in advance 25,029 24,096 

Employee entitlements 593 602 

Provisions for lease 1,113 1,013 

Total non-current liabilities 26,735 25,711 

Total liabilities 573,652 571,376 

Net assets 67,974 69,299 

EQUITY 

General funds 67,974 69,299 

Total equity 67,974 69,299 
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Movement of Forecast Property, Plant and Equipment  

Leasehold Computer Office Furniture Motor 
Improvements Equipment Equipment and Fittings Vehicles 
$000 $000 $000 $000 $000 

Cost 

Total 
$000 

Balance at 1 July 2016 3,395 5,968 137 603 – 10,103 

Additions 1,140 425 20 20 – 1,605 

Disposals/written off (6) – – – – 

Balance at 30 June 2017 4,529 6,393 157 623 – 

Balance at 1 July 2017 4,529 6,393 157 623 – 

Additions 360 110 20 20 – 510 

Careers New Zealand assets introduced 25 232 27 – 64 

(6) 

11,702 

11,702 

Balance at 30 June 2018 4,914 6,735 204 643 64 

Accumulated Depreciation 

348 

12,560 

Balance at 1 July 2016 89 4,832 31 326 – 5,278 

Depreciation expenses 311 561 24 42 – 

Balance at 30 June 2017 400 5,393 55 368 – 

Balance at 1 July 2017 400 5,393 55 368 – 

Depreciation expenses 434 560 29 36 13 

Balance at 30 June 2018 834 5,953 84 404 13 

Carrying amounts 

938 

6,216 

6,216 

1,072 

7,288 

At 1 July 2016 3,306 1,136 106 277 – 4,825 

At 30 June and 1 July 2017 4,129 1,000 102 255 – 5,486 

At 30 June and 1 July 2018 4,080 782 120 239 51 5,272 
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Movement of Forecast Intangible Assets  

Software 
$000 

Cost 

Balance at 1 July 2016 

Additions 

Balance at 30 June 2017 

Balance at 1 July 2017 

Additions 

Careers New Zealand assets introduced 

Balance at 30 June 2018 

Accumulated Depreciation 

Balance at 1 July 2016 

Amortisation 

Balance at 30 June 2017 

Balance at 1 July 2017 

Amortisation 

Balance at 30 June 2018 

Carrying amounts 

At 1 July 2016 

At 30 June and 1 July 2017 

At 30 June and 1 July 2018 

35,905 

7,069 

29,275 

6,630 

6,786 

3,595 

39,500 

39,500 

2,205 

48,774 

3,439 

32,714 

32,714 

4,939 

37,653 

11,121 
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Forecast Grants Revenue from the Crown and Planned  
Grants Expenses  
For the year ended 30 June 2018 

Expenses 
$000 

Vote Tertiary Education: 

Non-Departmental Output Expenses 

Multi Category Appropriation (MCA) – Community Education 

MCA – Tertiary Education: Student Achievement Component 

MCA – Training for Designated Groups 

Centres of Research Excellence 

Access to Tertiary Education 

Tertiary Education Research and Research-Based Training 

University-led Innovation 

Tertiary Sector/Industry Collaboration Projects 28,372 

2,906,423 Total Non-Departmental Output Expenses 

Benefits and Other Unrequited Expenses 

Tertiary Scholarships and Awards 

Support to Apprentices 

Total Benefits and Other Unrequited Expenses 

Vote Education:  

Non-Departmental Output Expenses  

Secondary-Tertiary Interface 

Non-Departmental Output Expenses Total 

Total revenue/expenses 

Administered by Ministry of Education 

Quality Teaching Agenda 

Scholarships and Awards 

Administered by Tertiary Education Commission 

Total revenue/expenses 

Prior year items 

Administered by Tertiary Education Commission 

Total grants revenue/expenses 

Revenue 
$000 

77,286 

2,084,592 

320,091 

49,800 

26,449 

309,000 

10,833 

28,372 

2,906,423 

1,036 

15,768 

18,225 

18,225 

2,940,416 

14,732 

1,036 

15,768 

18,225 

18,225 

2,940,416 

3,570 

1,080 

2,935,766 

2,940,416 

2,000 

2,935,766 

2,937,766 

2,935,766 

2,940,416 

300 

2,935,766 

2,936,066 

77,286 

2,084,592 

320,091 

49,800 

26,449 

309,000 

10,833 

14,732 

3,570 

1,080 
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Contract revenue – Pre-purchased English Language Tuition 
As a part of their residency requirements, some migrants are required to pay English language tuition fees. This fee 
is paid to the Ministry of Business, Innovation and Employment (MBIE) as an agent for the TEC. The fees are then 
passed to the TEC to administer. The TEC retains an administration fee of 10%. A migrant can then enrol in an English 
language course at an approved course provider. The TEC pays the student fees direct to that organisation. If not 
used within five years the balance is returned to MBIE. 

Interest income on bank deposits – operating 
Interest income is recognised using the effective interest method. Interest income on an impaired financial asset is 
recognised using the original effective interest rate. The interest earned is used in the TEC’s operations. 

Interest income on bank deposits – grants 
Interest income is recognised using the effective interest method. Interest income on an impaired financial asset is 
recognised using the original effective interest rate. The interest earned on grants funds is paid to the Crown. 

Capital charge 
The capital charge is recognised as an expense in the financial year to which the charge relates. 

Grants expenditure 
Grants expenditure relates to payments to tertiary education organisations for post-secondary school education 
and training, including foundation education, adult and community education, and research. When there are no 
conditions attached, grants expenditure is recognised as an expense in surplus or deficit when an unconditional 
obligation to provide funding arises. When there are conditions attached, the expense is recognised at the earlier of 
the condition being met or payment being made. 

Leases 

Operating leases 
An operating lease is a lease that does not transfer substantially all the risks and rewards incidental to ownership of 
an asset to the lessee. 

Lease payments under an operating lease are recognised as an expense on a straight-line basis over the lease term. 

Cash and cash equivalents 
Cash and cash equivalents includes cash on hand, deposits held on call with banks and other short-term highly liquid 
investments with original maturities of three months or less. 

Debtors and other receivables 
Short-term receivables are recorded at their face value, less any provision for impairment. A receivable is considered 
impaired when there is evidence that the TEC will not be able to collect the amount due according to the original 
terms of the receivable. Significant financial difficulties of the debtor, probability that the debtor will enter into 
bankruptcy, receivership or liquidation and default in payments are considered indicators that the debt is impaired. 
The amount of the impairment is the difference between the carrying amount of the receivable and the present 
value of the amounts expected to be collected. The carrying amount of the assets is reduced through the use of a 
provision account and the amount of loss is recognised in the surplus or deficit. When the debt is uncollectable, it is 
written off against the provision account for receivables. Overdue receivables that have been renegotiated are 
classified as current (that is not past due). 

Bank deposits 
Investments in bank term deposits are initially measured at the amount invested. 

After initial recognition these investments in bank deposits are measured at amortised cost using the effective 
interest method, less any provision for impairment. 
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Property, plant and equipment 
Property, plant and equipment consist of the following asset classes: leasehold improvements, computer 
equipment, office equipment, furniture and fittings and motor vehicles. 

All asset classes are measured at cost, less accumulated depreciation and impairment losses. 

Additions 
The cost of an item of property, plant and equipment is recognised as an asset only when it is probable that future 
economic benefits or service potential associated with the item will flow to the TEC and the cost of the item can be 
measured reliably. 

Work in progress is recognised at cost less impairment and is not depreciated. In most instances an item of 
property, plant and equipment is initially recognised at its cost. Where an asset is acquired through a non-exchange 
transaction, it is recognised at its fair value as at the date of acquisition. 

Disposals 
Gains and losses on disposals are determined by comparing the proceeds with the carrying amount of the asset. 
Gains and losses on disposals are reported net in the surplus or deficit. 

Subsequent costs 
Costs incurred subsequent to initial acquisition are capitalised only when it is probable that future economic benefits 
or service potential associated with the item will flow to the TEC and the cost of the item can be measured reliably. 

The costs of day-to-day servicing of property, plant and equipment are recognised in the surplus or deficit as they 
are incurred. 

Depreciation 
Depreciation is provided on a straight-line basis on all property, plant and equipment. The useful lives and 
associated depreciation rates of major classes of property, plant and equipment have been estimated as follows: 

Computer equipment 4 years 25% straight line 

Office equipment 4-5 years 20-25% straight line 

Furniture and fittings 10 years 10% straight line 

Leasehold improvements Life of lease Maximum 17% straight line 

Motor vehicles 4-5 years 20-25% straight line 

Leasehold improvements are depreciated over the unexpired period of the lease or the estimated remaining useful 
lives of the improvements, whichever is the shorter. 

The residual value and useful life of an asset is reviewed, and adjusted if applicable, at each financial year end. 

Intangible assets 

Software acquisition and development 
Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring to use 
the specific software. 

Costs that are directly associated with the development of software for internal use by the TEC are recognised as an 
intangible asset. 

Direct costs include software development and employee costs directly related to enabling the item of software and 
an appropriate portion of relevant overheads. 

Staff training costs are recognised as an expense when incurred. Costs associated with maintaining computer 
software are recognised as an expense when incurred. Costs associated with development and maintenance of the 
TEC’s website are recognised as an expense when incurred. 
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Amortisation 
The carrying value of an intangible asset with a finite life is amortised on a straight-line basis over its useful life. 
Amortisation begins when the asset is available for use and ceases at the date that the asset is derecognised. The 
amortisation charge for each financial year is recognised in the surplus or deficit. 

The useful lives and associated amortisation rates of the major class of intangible assets have been estimated as follows: 

Computer software 3-4 years 25-33% straight line 

Videos 3 years 33% straight line 

Impairment of property, plant and equipment and intangible assets 
The TEC does not hold any cash-generating assets. Assets are considered cash generating where their primary 
objective is to generate a commercial return. 

Non-cash-generating assets 
Property, plant and equipment and intangible assets held at cost that have a finite useful life are reviewed for 
impairment whenever events or changes in circumstances indicate that the carrying amount may not be 
recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its 
recoverable service amount. The recoverable service amount is the higher of an asset’s fair value less costs to sell 
and value in use. 

Value in use is determined using an approach based on either a depreciated replacement cost approach, restoration 
cost approach or a service units approach. The most appropriate approach used to measure value in use depends 
on the nature of the impairment and availability of information. 

If an asset’s carrying amount exceeds its recoverable service amount, the asset is regarded as impaired and the 
carrying amount is written down to the recoverable amount. The total impairment loss is recognised in the surplus 
or deficit. 

The reversal of an impairment loss is recognised in the surplus or deficit. 

Creditors and other payables 
Short-term creditors and other payables are recorded at their face value. 

Employee entitlements 

Short-term employee entitlements 
Employee benefits that are due to be settled within 12 months after the end of the period in which the employee 
renders the related service, are measured based on accrued entitlements at current rates of pay. These include salaries 
and wages accrued up to balance date, annual leave earned to, but not yet taken at, balance date and sick leave. 

A liability for sick leave is recognised to the extent that absences in the coming year are expected to be greater than 
the sick leave entitlements earned in the coming year. The amount is calculated based on the unused sick leave 
entitlement that can be carried forward at balance date, to the extent that it will be used by staff to cover those 
future absences. 

A liability and an expense are recognised for bonuses where there is a contractual obligation or where there is a 
past practice that has created a constructive obligation and a reliable estimate of the obligation can be made. 

Long-term employee entitlements 
Employee benefits that are due to be settled beyond 12 months after the end of the period in which the employee 
renders the related service, such as long service leave and retirement gratuities, have been calculated on an 
actuarial basis. The calculations are based on: 

› likely future entitlements accruing to staff, based on years of service, years to entitlement, the likelihood that 
staff will reach the point of entitlement and contractual entitlement information 

› the present value of the estimated future cash flows. 
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Presentation of employee entitlements 
Sick leave, annual leave and vested long service leave are classified as a current liability. Non-vested long service 
leave and retirement gratuities expected to be settled within 12 months of balance date are classified as a current 
liability. All other employee entitlements are classified as a non-current liability. 

Superannuation schemes 

Defined contribution schemes 
Obligations for contributions to KiwiSaver, the Government Superannuation Fund and the State Sector Retirement 
Savings Scheme are accounted for as defined contribution superannuation schemes and are recognised as an 
expense in the surplus or deficit as incurred. 

Provisions 
A provision is recognised for future expenditure of uncertain amount or timing when there is a present obligation 
(either legal or constructive) as a result of a past event, it is probable that an outflow of future economic benefits 
will be required to settle the obligation and a reliable estimate can be made of the amount of the obligation. 

Provisions are measured at the present value of the expenditure expected to be required to settle the obligation 
using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks 
specific to the obligation. The increase in the provision owing to the passage of time is recognised as an interest 
expense and is included in finance costs. 

Onerous contracts 
A provision for onerous contracts is recognised when the expected benefits or service potential to be derived from 
a contract are lower than the unavoidable cost of meeting the obligations under the contract. 

The provision is measured at the present value of the lower of the expected cost of terminating the contract and the 
expected net cost of continuing with the contract. 

Lease incentives 
Lease incentives are recognised as a reduction of rental expense over the lease term, on a straight-line basis. 

Goods and services tax (GST) 
All items in the financial statements are presented exclusive of GST, with the exception of receivables and payables, 
which are presented on a GST-inclusive basis. Where GST is not recoverable as input tax, it is recognised as part of 
the related asset or expense. 

The net amount of GST recoverable from, or payable to, the Inland Revenue Department (IRD) is included as part of 
receivables or payables in the statement of financial position. 

The net GST paid to, or received from, the IRD, including the GST relating to investing and financing activities, is 
classified as a net operating cash flow in the statement of cash flows. 

Commitments and contingencies are disclosed exclusive of GST. 

Income tax 
The TEC is a public authority and consequently is exempt from payment of income tax. Accordingly, no provision has 
been made for income tax. 

Cost allocation 
The TEC has determined the cost of outputs using the cost allocation system outlined below. 

Direct costs are those costs directly attributed to an output. Indirect costs are those costs that cannot be identified 
in an economically feasible manner with a specific output. 

Direct costs are charged directly to outputs. Indirect costs are allocated to significant activities based on full-time 
equivalents and direct labour hours. 
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The cost of internal services not directly charged to activities is allocated as overheads, using appropriate cost 
drivers, such as full-time equivalent and direct labour hours. 

There have been no changes to the cost allocation methodology since the date of the last audited financial 
statements. 

Critical accounting estimates and assumptions 
In preparing these forecast financial statements the TEC has made estimates and assumptions concerning the 
future. 

These estimates and assumptions may differ from the subsequent actual results. Estimates and assumptions are 
continually evaluated and are based on historical experience and other factors. This includes expectations of future 
events that are believed to be reasonable under the circumstances. The estimates and assumptions that have a 
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next 
financial year are discussed below. 

Estimating useful lives and residual values of property, plant and equipment 
At each balance date the useful lives and residual values of property, plant and equipment are reviewed. Assessing 
the appropriateness of useful life and residual value estimates of property, plant and equipment requires a number 
of factors to be considered. These include the physical condition of the asset, expected period of use of the asset by 
the TEC and expected disposal proceeds from the future sale of the asset. 

An incorrect estimate of the useful life or residual value will affect the depreciation expense recognised in the 
surplus or deficit and carrying amount of the asset in the statement of financial position. The TEC minimises the risk 
of this estimation uncertainty by: 

› physical inspection of assets 

› asset replacement programmes 

› review of second-hand market prices for similar assets 

› analysis of prior asset sales. 

The TEC has not made significant changes to past assumptions concerning useful lives and residual values. 

Critical judgements in applying accounting policies 
Management has exercised the following critical judgements in applying accounting policies: 

Leases classification 
Determining whether a lease agreement is a finance lease or an operating lease requires judgement as to whether 
the agreement transfers substantially all the risks and rewards of ownership to the TEC. 

Judgement is required on various aspects that include, but are not limited to, the fair value of the leased asset, the 
economic life of the leased asset, whether or not to include renewal options in the lease term and determining an 
appropriate discount rate to calculate the present value of the minimum lease payments. 

Classification as a finance lease means the asset is recognised in the statement of financial position as property, 
plant and equipment, whereas for an operating lease no such asset is recognised. 

The TEC has exercised its judgement on the appropriate classification of equipment leases and has determined none 
of its lease arrangements are finance leases. 




