18 0CT 2016

On 31 May 2016 the Ministry received a transfer of your request from the Ministry of
Education requesting, under the Official Information Act 1982, the following
information:

e Copies of all information, documents, material including interviews and media
comments concerning the investigation into the Practical Education Training
Centre (PFTC) between 2000 and 2002.

Firstly T would like to apologise for the delay in responding to your request and thank
you for your patience.

The investigation into PETC involved multiple agencies and the Ministry’s role was the
investigation of individual students’ possible misuse of the Student Loan Scheme.
The Ministry had initially identified in excess of 150 documents, however, additional
time was required to separate the documents pertaining to individual students from
the documents pertaining to the investigation into PETC, as you had requested.

I understand you have received a response from the Ministry of Education and the
New Zealand Qualifications Authority for the same information.

1 have enclosed the following nine documents held by the Ministry that were
additional to those already provided by the Ministry of Education or NZQA, regarding
the investigation into PETC. You will note that information pertaining to other

education providers and specific students is withheld as it is out of scope of your
request:

1. 'Quality Audit Report on Practical Education Training Centre Ltd’, dated 20
July 2001, '

2. ‘New Zealand Qualification Authority Practical Education Training Centre Ltd
(PETC)’, dated 16 August 2001.

3. 'Update on Practical Education Training Centre’, dated 2 August 2002.

4, 'Ministry of Social Development Report: Practical Education Training Centre’,
dated 6 November 2001.

5. ‘Practical Education Training Centre — Progress with Investigation’, dated 29
November 2001,

6. ‘Student Loan Compliance Report: Practical Education and Training final
report’, dated 31 January 2002,
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7. ‘Student Loan Scheme Compliance - Supplementary Report on PETC and
XXXX — Student Follow up options’, dated 1 March 2002.

8. 'Implementation Plan — Practical Education Training Centre (PETC)’, dated 11
March 2002,

9. ‘Review on Student Activity - Practical Education Training Centre (PETC) and
XXXX’, dated 18 August 2002.

Information concerning legal advice is withheld under section 9(2)(h) to maintain the
legal privilege. The greater public interest is in ensuring that government agencies
can continue to obtain confidential legal advice.

The principles and purposes of the Official Information Act 1982 under which you
made your request are;

e to create greater openness and transparency about the plans, work and
activities of the Government,

¢« to increase the ability of the public to participate in the making and
administration of our laws and policies and

e to lead to greater accountability in the conduct of public affairs.

This Ministry fully supports those principles and purposes. The Ministry therefore
intends to make the information contained in this letter and attached documents
available to the wider public after ten working days. The Ministry will do this by
publishing this letter and attachments on the Ministry of Social Development’s
website. Your personal details will be deleted and the Ministry will not publish any
information that would identify you as the person who requested the information.

If you wish to discuss this response with us, please feel free to contact
OiA Reguests@msd.govi.nz.

You have the right to seek an investigation and review by the Ombudsman of this
decision. Information about how to make a complaint is available at
www.ombudsman.parliament.niz or 0800 802 602,

Yours sincerely

Ruth Bound
Deputy Chief Executive, Service Delivery
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Audit Date:  27/28 June 2001
Report Date: 20 July 2001

This report has been checked by Practical Education Training Centre Litd for fachunl necuracy. These findings will be used by
NZQA Quality Assurance Services (Case Manngement) as input irtio their decision as #o the registration and accrediiation
staluts of Practical Education Training Centre Lid and in the determination of required corrective actions, as they deem
appropriate.



Part 1 — Overview
1 Objectives

Our audit aimed to obtain reasonable assurance that Practical Bducation
Training Centre Lid (PETC) has effective quality managerment systems and is
substantially achieving its goals and objectives as required by Ouahty
Assurance Services - Standard One (QAS Standard One).

The auditis to be used by QAS Case Management to aeter*mnexthe regzsmaﬁéﬁ P
and accreditation status of Practical Educa’c% on Training Ceni‘r 3 Lfd R

2 Sﬁ@pe

This was a special purpose audit and fo cusecitm the a@phca’a@n and”
Eec*n eness of the Ouahty ’\/Eanagemem Sy_skem mrelatlon 5 the distance
ljcguise Iﬂ acidltmn, the audit

An audit is a snapshot of thgﬁ; aamsaﬁon 5 \eri@ rfance at a given point of
‘mme As such it is nota, g&aramtee of orxg@mg ‘compliance and effectiveness, An
ng ai fmstmces of non~comphance may remain

wements Qf QAS 8€éhdard One, by ensurmg the cuahty of its management
the s duevoment of its goals and objectives.

4" ‘Background

Practical Education Training Centre Ltd was first registered in 1990 and has a
wide range of sub-field and domain accreditations, mostly up to Level 3 and
Level 4 on the National Qualifications Framework. The orgamsaﬁon has
advised NZQA of its intention to deliver the National Certificates in Travel
(Level 3 and level 4) by both contact and distance delivery methods.

This report has been checked by Practical Education Training Centre Lid for factual accuracy. These Fndmga will be used by 2
NZQA Quality Assurance Szroices (Case Managerﬂem} o5 input into Helr decision as to the vegisivation and accreditation

sigius cf Practical Education Trafning Centre Ltd and in the determination of required corrective actions, as they deemt

appropriaie,



MOﬂth enrolments onto the Flgure 1. Travel course enrolmenis
Level 3 distance travel course
have increased significantly,
rising from one o1 two per
month in February 2000 to 640
in June 2001, At the date of the
audit, enrolments on the
programme were in excess of
2800 (Figure 1).

Practical Training Bducation
Centre 1td is now one of the
largest providers of travel
courses in the country, The
Ministry of Education is seeking
confirmation that the capacity
of the orgam‘sa‘rion to deliver a
quahty ass ureu course has not

computor “package” to assrsL 5 ;&dents m’r 'e cpmp ‘mg components of the
programme. There have beQ -ted\nu wber of ms’cances (eight 1den’af1ed by
‘ _éo‘btam

scheme as pam of th@» )
and sold the compﬁ%ez’s to second‘hand dealers. The Department of Work and
Income New?ealeﬁnd is co*mem@d about the posszbln abuse of the s’mdent loans

T’ne gud de‘nﬁﬁeci that, in relation to the delivery of the distance travel
cpmfseg Practlcal Education %rammg Centre Ltd has not met six of the

LT b of the non-compliances present significant risks to students. The first
relates to the entry requirements for the course and the need to ensure that
students enrolling on the course have a reasonable likelihood of success. The
second concerns the nature of the course maierial used and its suitability for
distance learners.

This report has been checked by Practical Edvieation Training Centre b Ltd for factual accuracy. These findings will be used by 3
NZQA Qur: ihy Assurance Seruu:o {Case Management) as inpif tnlo Heir decision as o the reg#ﬁmﬁm and acerediintion

status of Prackcal Educstion Training Cenire Lid and in the determination af required corrective actions, as fhey deern
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The organisation has self-identified the latter of these significant norn-
comphances and is implementing strategies to correct the situation. These
strategies include:

o provision of regional workshops to support learners

o major investment in staff and resources to develop learning materials
specifically designed for distance delivery

The organisation is also considering making the provision of the a«or iputer
package dependent on successful completion of an introc ucL@rV moﬂ e (unit ¢
stanclard 9808). ,

However, despite the extremely poor success rate of smdents on the vae
cowrse, the orgem_batlon does not believe it needs 10 mOmfy e the it pohcy ot /
procedm*es for entry. S

Other non-complances relate to inadequ, /e\p. J o1 gwm;mcr‘ mput on the
operation of the course from various clier ‘gmups The organisation could not
demonstrate thet it had sought the advise ofzn mdusi 7 ~adv1801 y group in the
development of the cusrent distatice programume i has not conducted any

student evaluations other ihm fo 15 retmonal V?f&rkshops

are not-adequate in tefms o h'en £ h studen’cs are formally withdrawn from
the programme.

The policies and procedudres far fdealmm@ m\s’fuden’cs who abandon the course /’

response i 16 he flﬂdlliffs of Lhe scﬁ:\eduled audit conducted on 1 December 2000.
There vmea qua;hty m\anagemem gystem still contained sections that did not

A8 Standard One. These non-compliances related
m@s, ,}7 to m‘mlear g@als and objectives and the lack of measurable performance
i dicators ibuoﬁo’h v»luch to gauge achieverment.

m&;*y"\fPfﬁ'Cﬁcal Education and Training Centre Licl is in a growth phase,
sta fkare enthusiastic about the expansion. The organisation appears to
have‘b een a little surprised by the speed with which ihe enrolment on to its
h’a‘v el courses has increased. It has expanded its resources to meet the

( i mcLeased dernand, and has initiated major projects designed to increase student

~getention and achievernent, but it is not reviewing its student entry proceduves.

The next six to eight months will be crucial for the organisation fo demonstrate
that it can meet the challenges of its own successful marketing.

The resulis of our audit are recorded in Part 2 - Findings.

This report has been checked by Practical Education Training Centre Lt for fachual accuracy. 'I"zeseﬁndmgq will be used by 4
\TZQA Quality Assurance Services (Case Managentent) as input inlo their decision o fo the regisiraiion and accreditation

status of Practical Education Training Cenire Lid and i fhe determination of required corrective actions, as they deer

approvriate,



Part 2 — Findings
Section Ons
1.1 Goals and Objectives

QAS Standard One requires that the organisation has measurable gdals and
objectives for its clients and stakeholders,

One reguirement was not meb

rits raige of

The revised section of the quality managem,em syst;am ‘(OMS} doeg not 1d entify
performance indicators by which to measure the \aiﬂheyement @f‘ the goals and
objectives of the organisation, o :

Section Two

1.2

reqﬁzrement Lhaf ﬁ:\e Qrgamsg‘ﬂf

“has a coherent quah’fy management system
that faczh’ta‘rgs the ac]:u evement of

the organisation’s goals and objectives.

Thereis arca et ualuy Management system in place fncluding: Policles
;ﬁracﬂdﬂ es u}mt are tmplemented; Ofgpmsa Hon structuies;
Respon biriﬁzes, Resources; Evaluation & veview processes.

Thie OMS does not adequately cover many areas of operation. Throughout the
_,,,.»desmf ent, there is a mlsmterpretahon of “performance indicators” with

' evidence of implementation given under this heading instead of identifying

" how the level of performance will be assessed. In addition, in meny sections
there is confusion between policies and procedures.

This report has been checked by Practical Education Training Centre Lid for fachual gccumcy These findings will be used by 5
NZEIA Quality Assuranice Services (Case Management) as input into their decision as to #he registraHon and rcoreditation

stafus of Practiond Educetion Training Centre Lid and in the determination of required corrective aetions, as they deem
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Specific pazts of the OMS that do not meet the requivements are:

24 Quality Assurance considerations
There ére no goals and objectives defined and no indication ©f
~how acluevemem of the goals will be measured (i.e. performance
indicators).

5.9  Stoff training and devel oprient
Responsibilities for staff & ammg and dev el(}pmen afemor,
identified and the register of staff training is nota “pr cedur e

6.9  Distance Learning < ‘
The policies described in this section cleﬂot mdude' \\
o specifications for tutors competen“t@ dehver
programmes
5 any mmcaﬂon of tutor work: k}ad,

s any involvement of insiu r:homi demgm nputmLo the learning
packaves /

This pohéjf is nadeqaa‘te At
’thﬂ toms ‘ a\s havmo withdrawn only when 50 weeks /

823 T

MOSL of the procedures listed in this section are not procedures

it are. PQhCl&S. Tn addition, the section coniains factual errors
i e;ta the activities of the building landlor

; u%emi standards and maintenance
The policy stated in this section does not indicate that the
—ofganisation will maintain resources, merely thet it will
~ endeavour o, The way in which the various groups listed aze
responsible for implementation of this policy is not defined.

s 12.3  Course content and development

Unit standards are not the “content” of a course but are used to
determine the cornpetencies/standards required to be achieved,
The procedures described for registering students on the
framework and for recording the1r achlevemew’c results are not
relevant to this section. /

This reparf has been checked by Practical Education Training Centre Ltd for factual accuracy. These findings wiil be ised by &

NZQA Quality Assurance Services (Case Mmmgenzenf) as fnput into Hieir decision as fo the registration and accreditation
status of Practica] Eduration Training Centre Lid mid in the determination of required correckive actions, as ihey desns

appropriate, B



12.3.1 Changing course content
The section uses the phrase “change of unit standards” when it
should state “change of course content”.

12,4 Moderation of assessments
The internal moderation procedures as stated do not ensure that
all assessmnent is valid, fair and consistent. In addition, it is not
clear whether the internal moderation procedures relate only fo
the assessment of the Adult Bducation and Training courses.

12.5.2 Progranme Development B
Collections of unit standards do not constitite a programme of -
study. The procedures also indicate thatprogrammes may be, L
designed around the abilities of the feaching staff rather than the ///
needs of the clients. T oy ////

12.5.3 Programme evaluation <
The frequency of student eveluations isnat clearly specified and
fhere is no indication of how-the organisatiorwill consider any
feedback obtained. ~. 00 RS

14.2 )
' saragraph entitled ‘Borolled in a

A1 " This paragraph describes a procedure whichis
totally against the prificiples of RPL by applying a financial
penalty 10 students ¥

Oi‘ate,sié,.p

‘ iridard One réquires that the organisation has adequate and appropriate
overriance and mahagement to achieve its goals and objectives,

'QAS Standard One reguires that the organisation has adequate and appropriate
input frem clients and stakeholders to achieve its goals and objectives.

One requirement was not met: /

o Ewvaluation provides for effective input from: clients and stakeholders, /

This report lias been checked by Practical Education Training Centre LHd for Sactual accuracy. These findings will beused by 7
NZQA Quality Assurance Services (Cage Management) os inpui it their decision as to ihe registration and accredifation
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No end-of-course student evaluations of the distance delivery courses have /
been conducted. In the future, the organisation intends to implemnent stuclent /
evaluations at the mid-point and at the end of all distance courses. /

Recommimendation to improve effectiveness:

o Revise the forins used for the evaluation of courses and workshops to improve
clarity, consistency and relevance of guestions.

This will allow more useful feedback to be collected from student
reviews of programme delivery. SANY

QAS Standard One requives that the crganisatio
nereq garu
personnel to achieve its goals and objective

o Details of smffseZection,__r@pgj\f'r‘ﬁséfl/\hfvz;id :

responsibilities, evaluation and revien

QAS Standard Orle requires that the organisation has adequate and appropriate
resoLECe its goals and objectives.

g not examined as part of this special purpose audit.

fQAS\Stéﬁdafd One requires that the organisation has adequate and appropriate
client relations and support to achieve its goals and objectives,

Two requirements were not met:

o There are in place policies, procedusies, vesponsibilities, evaluation and
review processes for establishing and clearly publicising learner entry
requirements that include nio unreasonable barriers.

This report has been checked by Practical Education Training Centre Ltd for faciual acouracy. These findings will bz used by S
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The National Certificate in Travel (Level 3) does not have any academic entry.

requirements and the organisation has no procedures to ensure the students it
AccEpTS orito tHe Cotirss have a reasonable likelihood of success {teaching staff
Have 16 inpuf into the enrolment processes). Of 145 students enrolled between

January and June 2000, only two have achieved the fourteen unit standards

required To gain the qualification. Approximately half the students enrolled

dﬁﬁfg”ﬂ’ﬂ_‘sﬂpﬁgﬁéﬂ*did not achieve any tmit standards:

o Copies of documents supplied to learners adequately cover the follo
areas: Rules & vegulations; Disciplinary proceduyes; Welfare &
support services; Fees information for learners; Withdrawal
Complaints procedures.

S

There are no policies or procedures covering the possible payment for'the

external supervision of assessments.

QAS Standard One requires that themrgaﬂmah }’fﬁaﬁfgﬁéqﬁa’ce and appropriate
delivery of education and fraining to actiieve ftsgo Als and objectives.

o Policies, procedues, yesponsibilities; vesonrces, evaluation and review
processes for thel

levelopmeiit, delivery and evaluation of learning
programies

There is r{éj\é"\z/id tce of any é&vlssry group involvement in the development of
the National Cetlificate i Travel (Level 3 and Level 4).

Ivianiy of the workbooks used for the distance learning course are not
ppropriaté for distance delivery. They have been designed for contact
caching to be used in conjunction with tutor guides, class activities and

,/:'Tl‘;e_: Qrgélﬁisation has recognised the shortcomings of its current course material
[ and has invested significantly in highly qualified and experienced personnel to
" develop learning packages specifically for distance delivery courses.

The revised policies and procedures for the management of “inactive” students
are not adequate. Under the new procedures, reminder letters are sent every
two months to stirdents who do not submit any assignments. However they are
not considered to have withdrawn from the course until 50 weeks have elapsed.

o

This repart has beent checked by Practical Education Training Centre Lid for factual accuracy. These indings will be vsed by
NZQA Quality Assurance Services (Case Management) as input info their decision as to the registration and accrediation
statys of Prachical Education Training Centre Ltd and iz the determination of required coyrecitve aettons, ns they deem
appropriate,



1.2.7 Assassment and modaration

QAS Standard One requires that the organisation has adequate and appropriate
moderation and assessment to achieve its goals and objectives.

One reqmremem: was nof met:

a  Policies, pmmﬁmes, responsibilities, resources, evaliation and review
processes for assessment and moderalion,

There is no evidence of internal moderation of assessments, Extémal
moderation complies with the relevant AMAPs.

1.2.5 Research

QAS Standard One requires that the orgaméaﬂon ha ad,equate and appropriate
research (if appropriate) to achieve its g@als‘ d Db]ectwesx S

This element of the Standard does m}gapp"i‘y to P achcal Education Traiming
Centre Lid as it is not deltvenngdegrees‘ g

s e

1.2.2 Quality a@sw‘ame of q{m!m@aﬁmn@ anc c@wses

sat/o“ﬁ ims qf

o The l'a,?’i £y assurarnce sysiems in place for courses and
: :qﬂ»cilz'ﬁéati ¢4 'i’s deiwermg, or standards for which it is responsible, that

iﬂr* w&e, ije‘ wes with mdmam:«s of quality & guantity; Internal audits of

snd Teviews conducted

This report has been checked by Practical Education Training Centre Lid for factual accoracy, These findings will beused by 10
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1.2.10 Qualiiy assurancs of education and iraining organisalions

QAS Standard One requires that the orgenisation has adequate and appropriate
quality assurance of education and iraining organisations off-site (where
appropriate) to achieve its goals and objectives.

This element was not examined as part of this special purpose audit.

1.2.11 Notification and reperiing

QAS Standard One requires that the organisation has adequ*a%e nd 2appro]
notification and reporting to achieve its goals and objﬂcﬁves‘.-~., Y

This element was nof examined as part of this spetial Pﬁ}‘pase gudit

Section Thres

1.2 Achlevemeant of goals and gaféj“g}' \e;%”"

/

QAS Standard One reqm:res that i‘he orgamsaﬁaﬂ_ s _ubstan‘iallv achieving its
goals and objectives and can pmvzdeassurame tha‘t"fs will continue to do so.

Q‘blechves and 1he1r meastrement, The 1denmﬁcahon of sxoemflc goais and
objecﬁves eTated to the aclmevemcnt of leamers is critical in L view of ahe Very'

This report has been checked by Practical Edueation Traind £ Centbre L4 for foctual accuracy. These findings will beused by 13
NZQRA ’m.frhry Assuranicz Servives (Case f\’Iﬂi"f‘gerlcNtf as input ino their decision as fo the registration and accreditation
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NEW ZEALAND QUALIFICATIONS AUTHORITY
Practical Education Training Centre Ltd (PETC)
Interim report to Associate Winister of Education (Tevtiary Education}.

16 AUGUST 2001

This interim report was prepared following discussions with stafl’ fmm Othﬁk agem:ies az&d[f,
the Minister’s office in view of possible media inquiries regazdmg thu status of student.
toans and PETC’s acereditation status. This report contamsihe level-ofi information hat

NZQA would normally make available to the media in ca df-p}\ossibl i}ithdf‘ewai of
accreditation. T

/Q’ihe auazt 1epor{ 1equnemems This was a
Gccumentatlon Check, not sif'Howevcr, given the documentation and the ten
year hlst\my of satlsfacgery performance by this provider, NZQA was confident
that poltcws and pro edires had been improved.

satisfied mﬁ&PE‘iC’s rﬁépm ;\

] ij ay and Iune i\ QA had reports of increased enrolments in the distance

} kprooramme {f\om MOE) and issues to do with student use of loan funds (via the
medla;xPﬂTC was contacted, initially by telephane, a special purpose audit was
mpeseé by NZQA and agreed to by PETC.

sp&ma_ purpose audit was conducted on 27-28 June. The audit report was
Jinalised (after communications between NZQA and PETC) on July 20. PETC
./ accepted the accuracy of the repott.

) On 27 July NZQA wrote to PETC seeking responses to the audit report
requirements.
7 On 3 August NZQA received FETC’s responses fo the audit report requirements,



On 14 August NZQA wrote to PETC advising that the responses to the audit
report requirements were not satisfactory. PETC had until 31 August to satisfy
NZQA’s requirements. Otherwise, accreditation for the travel and towrism
programme would be withdrawn.

In general, in cases where accreditation is withdrawn
(a) PTEs are required to have fee protection measures in place,
{by NZQA acceptq aH existing NQF 1esu1ts aqd eﬂdeavouls e} anange for




6 November 2001

Ministry of Social Development Report: Practical Education Training
Centre

Executive Summary

1.

If the New Zealand Qualifications Authority (NZQA) is required to 901’1&1;11 acer edrta_ on

of distance learning travel courses at PETC, then in the Ministry’s &pu"op We woﬂd ﬁQf":t
have legal grounds to continue to defer approval of outstanding Stu ent ‘Loan o1 Tl ammg'
Incentive Allowance applications, . S

To date a total of 1,505 students have returned completed-loan contr acts'to. the Ministry but
have had their Student Loan fee payments to PETC defe d&,, If all @f ihese students were

Initial considerations by the Mnnstry m icate if ¢
against those students who have- undeﬁ;aken PETC Uy
course work, : ‘ -




Ministry of Social Development Report: Practical Education Training
Centre

Recommended Action

We recommiend that you:

a. note that since August, in response to the NZQA’s review of accreditatiol
distance leammg travel courses at PETC, the Ministry has confinued to Wiﬂlhold\;
all payments in relation fo applications for TIA and Student Loa;rs in ,Lespect of
PETC travel courses. / e

b. mnote that the level of enquires from students hasbeen steady, hQWBVCl as the issue
is taking longer to resolve than first antlc'pateda__some tldeﬁts are becoming
increasingly frustrated. C

c. note that to date a total of 1,022 stude;lts hav 1-etumed ctamplefed loan contracts to
the Ministry, but have had their Student Loan appmval deferred. A further 483
students have been approved a: 10&11;But the loan was’ suspended prior to payment
being issued to PETC. If alf (hese 1,505 studefits were now to be approved,
potentially around $8,420 &O@ 1n des we{’lcl eleased to PETC,

d. note that if the NZQA conﬁnns accl‘ drtatm;l of PETC travel courses, the Ministry
would then be Ieg%} \y,:ieqlllxed fo-t cpmmence processing of the 1,505 deferred
Student Loans: af}p} ations refel ed, to “above, and where appropriate release fee

p’lyments tg PETC

“ mmnds d“insﬂhtttons \Vho have not met the NZQA and MOE 1equuements as
10v1ded by ghe ducatlon Act 1989,

‘note ¢hat the Mlmstly continues to work closely with the MOE and NZQA in
Kela‘uon to PETC issues.

Pemth

ny Gavin

Ggneral Manager

Specialist Services
i



Minister’s Signature

TS O

Stevé‘l\'ﬁh\areyg‘
Minister of Sacial Services and Employment

Date




Ministry of Social Development Report: Practical Education Training
Centre

Purpose of Report

1. I am aware that your office has received regular updates from Ministry of Education (MOE)
officials in relation to the current issues swrrounding the Practical Education Training Centre
(PETC). This report provides an update on the specific actions taken by the Ministry of Socml
Development (the Ministry) to date, and h_ghhghts some potential risks f01 the Ministry. -

Background

2. On 14 August 2001 the NZQA wrote to PETC advising that they had untli 31 August 2001 to
show cause why accreditation for their travel and ioans;n plogtamn fjsi\lould not be
withdrawn, This letter was issued as the result of pr bile ms" 1d61ﬁ1ﬁe£f du, gaﬁ NZQA audit
of PETC, o h

3. In light of the NZQA’s action, and their ob\flr&us concelns about/jthe quality of PETC’s
distance learning travel courses, it was reconm}endedto you zm\d you agxeed that the Ministry
(then {he Depaiement of Work and Enceme) shnuid suspead th% pzocessmg of Student Loan

apploval untif the outcome of ihﬁNZQA remm' W asrknoﬁl

4. Both the Ministry and MOE agreed That thﬁ lecai;bams for the decision to suspend processing
of applications could be, effﬁcmfe?}’ def(@nd@d oir'the grounds that the decision was both fawful
and reasonable. It was aiso n@ted ha 1e< 'levei of risk associated with the decision was in the
low to medium 1ang

Minisﬁryﬁmm&,

5. Sim Augﬁst tle -Mmtstry bas continued to withhold all payments in relation to applications
IA/and StudentzLo,ans in respect of PETC distance learning travel courses. The Ministry
has" wntte;z 1o thf}student s involved, advising them of the actions the Ministry has taken and
why Scﬂgtmg is ‘also in place for telephone staff receiving enquiries from affected students.
The le elpf enquires from students has been steady, however as the issue is taking longer to
re,so "‘e éhan first anticipated, students are becoming increasingly frusirated.

6. The Mlmstly has continued to liase closely with the MOE and the NZQA on developments
since Angust.

7. The Ministry has also discussed with PETC what actions will be required to manage
outstanding Student Loan applications once a decision on accreditation is made by the NZQA.



Current Situation

Loans approved since I January 2001

8. Since 1 January 2001, 3,009 students have had fees paid to PETC in respect of distance
learning travel courses. This equates to a dollar value of $16,343,000.

9, 2,749 of these students are currently in receipt of a benefit, and of this number, 377 have been
approved a TIA. Because these courses are part-time, students do not quahfy for the Living
costs portion the Student Loan, unless they are also undertaking another coutse conomrenﬂy\

Loans waiting to be approved ] <

10. To date a total of 1,022 students have returned completed iorﬁr'contzacts to the Mmtsﬁy, but
have had their Student Loan approval deferred. A further 483 students have been approved a
loan, but the loan was suspended prior to payment being tssltgd to PETC. Ifallof these 1,505
students were now to be approved, pofentially around $8,420,000 i in fess’ ‘ ould be released to
PETC. Prior to the release of any fees, we have agre ,;:?ETC that hiel enrolment status of
these students would need to be Ie-conﬁtmci ag it As llhely maﬁy students will have
discontinued study or may no 1onger wish to commenze Sm&y at PETC. Therefore the number
of students for whaom payment is ieleased wdui& zkeﬁy be le‘s\thaﬂ 1,505.

Comment

11, The decision to defer approve 0{ ,.Studgnt oans ‘was based on the NZQA’s investigations
regarding on-going 8CCfﬁd_ 015 Withir the next week, PETC is due fo present information to
the MOE and NZQA i relation tg the it financial accounts. Should this information satisfy
NZQA’s zequnemeﬁls\they mayh \‘abed in a position whereby they have no opuon but to
confirm accreditation for distance Is arning travel courses at PETC (this is assuming MOE do

not find othér ga‘cﬁnds to Wlthch aw ] PETC’s Notice of Entitlement in the interim).

12, Shouldf Z\QA ; onf‘mn‘acq i _d]tation the Ministry would be left with no option but to re-
conimeme pmcessmgpf.ﬁle 1,505 deferred Student Loan applications referred to above, and

\ \fojj;ji-»“’ 261. Only accredited institutions or establishments to
provide approved courses - An institution or private training
establishment does not have power to provide an approved course
of study or training unless the institution or establishment is
accredited to provide that course.



14. Accreditation is not given unless the following requirements have been met:

(1) The private training establishment (PTE) must be registered by the NZQA
under section 233 of the Education Act 1989,

(2) The PTE must be granted a Notice of Entitlement to Government Assistance for
Tertiary Education from the MOE under section 238A of the Education Act,

(3) Under section 258 of the Education Act each individual course
provided by the PTE must be approved.

The PTE must apply for accreditation under section 259 of the Eduzatmn Act and- anly
accredited institutions or establishments under section 261 may pmvxde appmvcd cmﬂses v

15. Once the above quunements are met in relation to PETC the T\/In*lstry Wlﬂ/be Iegally‘bbﬁged
to re-commence processing of the deferred Student Loan apphcatlens as thele WI}I be 1o iegal
basis to either continue to suspend or cancel the process.

16, If the MOE withdraw PETC’s Notice of Entﬂlem t," or the NZQA \Wxtildla\v course
accreditation or registration, the Ministry would- \not be legal}y Qbhged to release the
oufstanding loan payments. The Notice of Ent"tlement cieafly’ 5 a(es ‘that the PTE must be
registered and accredited by the NZQA. S

17. If accreditation is withheld by the NZQA‘andJm PETC‘ «Othu of Entitlement is withdrawn
by the MOE, then the Ministry will wo;k thh Vthes’ a’l' agencies to protect the financial

and educational interests of Students Who are Wo"k’l 1g t@Waids qualifications.

Risks

payments\to P 3 C” "as a 1esu1t Of fhe NZQA confirming acereditation, However if the MOE
were tﬁﬁ subsequently xmthdiaw PETC s No‘uce of Entitlement as a 1esu§t of their own

pergééfe ‘that the Mmlstly is continuing to provide significant Government fundmg to a
mvxder (and Contmumo to place students in debt) with the knowledge that serious concerns

,/the cunently deferred foan applications, the*e is substantial 1ega1 risk for the Ministry. There
‘x.,would be no legal basis for deferring action on these loans and PETC would likely make a
claim for consequential loss arising from the Ministry’s actions.

e [f deferral of the loan process is not lifted, and there is a perception from PETC that the NZQA
or MOE are delaying unnecessarily in making final decisions on the issue, PETC may take
legal action claiming for consequential loss. The Ministry’s position would likely be more
robust than that of the NZQA and MOE as the Ministry is justified in not processing loans for
an institution which may have its accreditation and/or a Notice of Entitlement withdrawn.

e There is risk in the fact that PETC still holds accreditation. PETC could stafe, as could
students, that while the investigation is under way and they still hold accreditation, loan
monies should be paid. The Ministry’s pesition as outlined above, and which PETC have
accepted to date, is that it would be imprudent for the Minisiry to release Crown money when



an investigation is ongoing, and in the knowledge thet accreditation may be withdrawn,
Furthermore our advice to students has been that it would be imprudent for the Ministry to
approve a loan allowing them to commence studies, when the future of the course is at risk, A
Jjoint communication strategy has been agreed between the Ministry, the MOE and the NZQA.

This strategy emphasises the actions of the agencies in trying to protect the interests of
legitimate sfudents,

19. The Ministry, the MOE and NZQA have discussed these risks and the agencies are working
co-operatively to mitigate their impact.

Student Fraud
‘Out of scope




29 November 2001

Ministry of Social Development Report:
Practical Education Training Centre — Progress with Investigation

Recommended Aetion

a) Note the contents of this report.

b) I

“\\ "

statement or deliberate omission by a student, or the pwwdel

¢) Note that MSD has identified 105 students whose access to}hs Studcnt{ ¢
of travel courses at PETC will be targeted for mvesuga{lon by the MSD Benef £ Control area.

d) WNote that ongoing analysis of patterns of emoimnntwﬂhm PETC andt[ietween PETC and other
providers may mean that the breadth of the llWGS’Elg&hOn ettsnds beyond these 105 cases.

e) Note that it is cstzmated the nweshgatlonﬁi*{hese 105;0’186‘ W“I | require a ded:cated resource

follow.

f) Note that whilst this mv\astlgatwn W]T} be cgnducted utilising existing MSD investigation
resources, its scale wity glace mg‘mﬁcﬁ/ T addmogal pressure on these resources.

g) Note that the Mjmstry ofS/OCIai D:.\ _slopment will report to you on progress with fhese
investi gatxons and any other Ielated\lssues by 31 January 2002.

h) Note timt the MLIISUY of Socxal Development witl continue to proactively monitor and
111V@S’n gate lﬁ consultatwn‘wﬁh the Ministry of Education and the New Zealand Qualifications
i 1{y in respect to possible misuse of the Student Loan scheme in relation to

Tony Gavm
General Mana ger
Specialist' Services

Minister’s Signature

Steve Maharey Date
Minister of Social Services and Employment




Ministry of Social Development Report:
Practical Education Training Centre — Progress with Investigation

Purpose of Report

1. This report provides an update on the Ministry of Social Development’s (MSD) investigation
of possible misuse of the Student Loan Scheme by students at the Practical Education Training
Centre (PETC).

Background

s 8(2)(h) OIA Legal professional privilet




s 9(2)(h) OlA Legal professional privilegcﬂ

Crown Law

7. Correspondence from the Crown Law Office to MoE dated 12 November 2001 confirms:

i, The view that the Ministry of Educaiion has evidence of PETC’s suspected and
understated misuse of the Student Loan scheme by their smdents,

i,

Education Act 1989

8. Section 307 of the Education Act 1989 gives MSD. autl ty 1o uwesngaje ad prosecute
students (and in some cases education providers) Wile\e faise of.mis eadmg information is
provided, : y \

9. Section 307AA of the Education Act 198_ alsm\requneé ’fh“ i‘p”{ent of an allowance or loan
to advise MSD or their provider of any change 1t 011‘ u rices that would materially affect
their entitlement to a loan or aliowaﬁce , \

1, ”"Sfudents with no uvnits of study completed.
i, Multiple (close or overlapping) enrolments {at PETC or at PETC and another education
provider) on courses that offer common inducements (e.g. computers).
i, Students at the same or adjacent addresses who are enrolled on these particular courses.
iv. Students on these courses on-selling computers.
v. Students whose actions indicate they have not complied with Section 307AA of the
Education Act 1989.



Section 9(2){a) Privacy of Natural Persons

14. The overall low completion rate for these courses appears to be 2 xeasonabie m«:izcatox of
possible fraud or abuse of the Student Loan Scheme when @thel indigatoss. are also present.
Further investigation will determine whether or not thc students tabled-abos e “have completed
any units of study. Ongoing analysis of patterns of emoh enﬁvlthm PETC and between PETC
and other providers may mean that the breadth.of- ﬁi\ m}est;ga" fo1 “’@Xf@llds beyond these 105
cases. ¢ ‘

€ > t/:igaiion of these 105 cases will require a dedicated resource of 23
Beﬁe T4 011“{10§ s:taf or the equivalent of at least ane week, at a cost of around $20,500. This
c t esﬁma‘fe dores 11@t in¢lude the time or cost of prosecutions, should they follow.

18. Whilst thxs,m\fesugatlon will be conducted utilising existing MSD investigation resousces, its
soaie will iace significant additional pressure on these resources.

Conclusion

19. Further investigations into 105 PETC students have commenced. These nvestigations will
establish whether in these individual cases, there is sufficient evidence to prove intent to
defraud, conspiracy to defraud or the making of false applications for a Student Loan.

"It is possible within the design of the current loan schemg, for a student o access more than the $6500 PTE fee cap
within a 52 week period. This can occur if the student enrols in multiple cowrses and the end date of the 2 course is
mors than 52 weeks after the start date of the first course. The current loan scheme was designed primarily around the
traditional enrolment practices of public institutions, With the growth of the PTE sector and the increasing flexibility
of course delivery options it would appear that some students have taken advantage of this element of the loan scheme
to access more than the fee cap within a 52 weeks period. MSD is reviewing this issue within the context of its
increased menitoring of student and provider activity.



20. MSD will provide you with a progress report in relation to these investigations and any other
related issues, by 31 January 2002.

21. The Ministry of Social Development wili continue to proactively monitor and investigate, in
consultation with the Ministry of Education and the New Zealand Quatifications Authority,
student activity in respect to possible misuse of the Student Loan scheme relating to other
providers,
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Recommended Action

Vife recommend that you:

Out of scope

Naote that the scope of this report includes reference fo

2
o

«suppor* a pmsecahon

b) Note the contents of this report, including the lack of proven evidence:
o“} programmes wiith

against any of the 35 students investigated in respect of dxstance edum
Practical Education and Training Centre and ©ut of scope] ‘

AGREE / DISAGREE

c) Agres that no further legat action be taken against an ' 'hfe:i)‘f&sta!,q_eﬁiéiﬁz??éétigatecL

AGREE / DISAGREE '
d) Mote that thls investigation has identified ﬁefb ‘porrunlﬁf f@r 1\1 <SP to* exercise stricter control
arourgd access io the Student Loan scheme., Student Semce@* systems, processes, and

procedures will be reviewed to better mémge\iﬁe gate keepmg and compliance aspects of
administering the scheme. - ,

AGREE / DISAGREE -

g} Note that the investigation eam expressg—za“a ncermn around the use/misuse of the course
related cost component-of-the. Sfudent Laan séheme and that this needs to be addressed n
the review of qudent\aew ces gatekee«mﬂg ard compltances practices.

f) Agree that’ -:MSD Bpn;mue with -.be;;ofné initiative between Student Services and Benegilt
Caontrol.as deseﬂbed m Opilo Two on page six of this report.

g)\ij' N . ency risk management framework currently under development between
‘\JISD MQE‘\&RG\MZ@A is the appropriate vehicle to address the wider issuas around the links
th .dgcatlon courses and provider approvals, course incentives and the gate keeping

ﬁxGREE { DISAGREE
Stuar% Macdona!d

Acting General Manager
Specialist Services

Minister’s Signature

Steve Maharsy Dats
Minisier of Social Services and Employment
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Purpose of Report

s

This paper advises the Minister of the outcome of the Ministry of Social Development's (MSD)
investigation in to the misuse of the Student Loan Scheme by students enrolied on distance

education programmes offered by two PTE's; Practical Education and Training Centre (PETC)
andout of scope ‘ R P

ARND

2. Seeks the Minister's agreement to the recommended acﬁo/nsf

Background

-~

MSD last reported on the actions taken lnresp\ecﬁ

w

PETCOn 2 }‘ﬁg}ember 2001.

4. Since that date furtherdevelopments,;hé\\‘/a‘@cc{ﬂrr‘egW‘ :
of the investigation into the activities of students
with PETC. ST T

el

Deiails emerged concerphﬁé gt}é:sﬁafe risse \”Qf\‘,the oan scheme by students enrolied in
distance education programmes With-another PTE provider, Qutof scopd | These
students were also receving computers as part of thelr course fee cost.

6. Further in\fesiégaﬁdh: Té‘éi’éd«itg y of the students enrolied in the distance education

caurses af PETG were alsc enrolled in distance education courses atQutofscopg

Orlgmalymﬁs\tude earo}léd at PETC were fo be invesiigated, Given that & report was

7.
qus to you on 31 Jantary 2002 MSD decided o focus on a smaller high-risk group of
_studants enrolted both with PETC and Qut of scopel | As 60% of this target
" group_résided in the Hamiiton area the investigation concentrated on these students. The
investigation identified students with common names/address [inks. Of these, 47 were
identified of which 35 were located and interviewed.
ives of the investigation remained the same, i.e. fo identify

Ny s if individual students andfor groups of students had conspired to defraud/abuse
e the Student i.can Scheme.
AND
o if there were any Student Services entitlement, gate keeping or compliance
isslies that required attention.



Analysis

g, Given the fiming of the Investigation (December and January) contaciing studsnts for
interviews was difficult,

10, Interviews were conducted with the 35 studants who were located.

11. These 35 students had 81 student loan accounis. On 59 occasions they chose {o have a
computer debited ic thelr loan account as part of their course fees.

12. Inquiries established that 43 of those computers had been disposed @ 34 fo; fmancxal ga
and 9 gifted (o athers. P S

13, Of the 59 enrolmenis, in only 26 cases did the students ir : “fhiey woutd
complete the course of study. Two students had completed their course of study.” ,}%131 cases
the students advisad investigators that they had no mtemlfm fo compieie thelr siud‘k

14. In 45 cases {on the 81 Joan accounts) the student di/

“E\,Sga\eﬂé' %hg{gﬁga,f;ma of course related
costs on the items for which they ariginally oia!med “-/ SRR

Other Relevant Information

15. The findings of this investigation were. the reéul% Q‘f zace\ mf‘race interviews with the students
enrolted in the distance education pmgrammes Wi—th it bND PTE providers. Experienced Benefif
Conirol Unit staff conducted these mferwews ‘

relaied aos,_ /payments Bd;ér the personai computers hey discovered tbe opporun ty via
’e] * Tf” ’¢ né/or discussion with family/friends at social gatherings/events.

20. Tne majerfiv o{ the stude‘;ts invalved were receiving a benefit under the Soclal Security Act
1 9@%‘8}1‘1{3 they ad\nsed the mveshg ors that they had not discussed undertaking distance

2’3"\...}\!1&&;/.,0% the students were studying part time at both of these education providers, Course start
and finish dates overlapped enabling access to more than one course related cost component
of $1,000 and more than one personal computer (approximate value $2,600 to $3,100).

22. Legal opinions from Crown Law Office and Serious Fraud Office were sought to ascerfain
whether, or not, there was a case for prosecttion of individual students.

o



Findings

23. On the information provided by the students, who were primarily beneficiaries, the course

24,

25,

ho
5]

27,

31.

f criminal charges were to be iald and cases proces te‘ina

related cost component of the student loan appears the primary incentive for students to
enrol in these distance education programimes. The computer being offered was seen as a
secondary source of obi:aining funds by some students.

It is evident from our investigation that on the "balance of probabilities” there would appear ©
be significant abuse of the Student Loan scheme by way of course related costs misuse and
accessing course related incentives by students enrolled on part time glstance eduoaﬂon

programmes.

To warrant legal action being taken against a siudent an ntené fé def;aud” needs %o be
sstablished. h burden of proof for legal action is "beyond rea”sonabse doubt” I doubt ‘could
be raised concerning any piece of criticat evidence then this” weuid 1eopardls -sticcessful

prosecution.

N is ow ap%qmr* hat a defended
hearing could easily prove sufficient doubt around & at,udentc Intamz 1o deﬂ“aud Doubt could be
raised concerning a student’s infent o defraud”zhe St(;dentq Ga se‘;eme at the time they
applied for their loan.

It would be difffcult to prove a mudent’s fatent "not to“g 2] Jete the course at fhe time of
applscaﬂon for a Loan. Even If a ful and frank confessicn were obtained from a student
concer nmg their intent not to smdy corréboraﬁmgr ewd@ﬁc would still be required.

. We veere not able to oblain aiuﬂ and frank confesston from any sludent. We were also unable

{0 obtain any corroboratmg ewc?enoe that wctﬂd meet the criteria to support a charge of fraud to
the level of proof requirmd ~ ;zh b

. Current MSD {Sterent Semces)bperatmg procedures and gate keeping issues associaled with
the Stdden’[ Loa /schema did F}OL facilitate ihe establishment of whether, or not, an infenf to

[y \Siudem Se*v ces) will conduct a review of their sysiems, procedurses and processes 1o

-:iif’lc:anffy -»’oppo.rtqnltyes 4o better manage the ¢ale keeping and compliance aspects of

@%mm’

admm stermg the- Sfudert Loan scheme,

39

Optrows for future action could include:

Option One:

Extend the current investigation to a larger sample group to determine the ievel of fraud outside
of the parameiers covered by this investigation. This would require additional funding and
would severely impaci on current resources and outcomes In other areas of the Department (eg
other benefii control initiatives). 1t is the opinion of the investigating team that a larger sample
group would not reveal a significantly different leval of fraud.



Option Two:

a) Coniinue the joint initialive between Student Services and Benefit Control. The focus of this
compliance group would shift to identify gate keeping measures that can be implemented
before the next Student Services peak season. i is helieved addressing the gate keeping
issues could minimise the amount of fraud/abuse which would confinug to occur should
remedial action not be {aken,
it should be noted that any fraud/misuse within the current database is capped (given that a
new Student Loan application is required svery 52 weeks)

b} Investigate the ooporﬁunity of mitigating the risks of excassive or inappropriate use of course
related costs. The investigation will facus on the following likely risk areas:
> Providers using course refated costs as a marketing tool. -
o Enrolment practices that allow students fo esiablish mul ;pJe

relatively short time frames. \

an, accounts - over

Conelusion:

g
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Options

Executive Summary

s 9{2){h) OlA Legal professional privilege\

a)

debt, md COMTNEnce Iecovey
1s required to recover the dékt, ar

Letters are SEHt to‘ \
Depending on theit, e\zpiana‘aons MQD could in i;ate actions to limit ﬁmner access to the Loan

Sche*ne aﬂd wbuid prosectte for fraud (as in option 1).

Také no further action to investigate the individual students. Rely on the interagency risk
framework to limit any further incidents of this kind.

¢} Given resource constraints, our preference is for option 3. This option can be accommodated
within existing resources and baseline funding, and can be actioned in a timely manner (within

1 year).

d) Both options | and 2 would involve significant additional resources, could be time consuming,
and would divert experienced staff away from other important work.

N

ey {
‘&;‘ Work and Income

T2 Hiranga Tangata



Ministry of Social Development: Student Loan Scheme
Compliance — Supplementary Report on PETC 2 r=eerd
Student Follow —Up Options

Recommended Action

We recommend that you:

a) note the contents of this report;

Smaﬁ‘
Actmcr Genez at Manaae
Speczahst Safv

V{m}s er’s Szgnature

Steve Maharey Date
Minister of Social Services and Employment




Ministry of Social Development: Student Loan Scheme
Compliance Report — Supplementary Report on PETC uiefseord
Student Follow —Up Options

Purpose of Report

1. This paper advises you of possible options for action reiating to investigations of the
misuse of the Student Loan Scheme by students enrolled on distance educatzon
programmes offered by Practical Education and Training Centre r@ETC) Out of scapel . | ofscnﬁe-

Background

/

2.

3. Currently 688 of these students, hzwm& fzomp eted ﬂa@zr PETC course prior fo 31
December 200;, are mow due to zave thvsn* 1oans tifa fef;éd to In}and Revenuc (ERD)

Legal Comment ox Possﬂ)IeA ¢ tions

(h QIA Leg\al professmnal pnvnlegg




s 9(2}(h} OIA Legal professionat privilege]

Debt Establishment and Repayment

s 9{Zj(h) OlA Legal professional privilege\

7.

h \C@z}szde f'pm ecution assoczated with an apphcatlon to the court for reparation to recover
the débs However, initial work (ses earfier report number 02/2/31 dated 4 February 2002)
indicates that it could be difficult fo substantiate fraudulent intent in these cases. Bach
cas would be assessed on its individual merits.

R?Sﬁfrficting access to the loan Scheme

12. A further possibility open to the Ministry is to restrict future access {o the loan scheme for
borrowers who have breached their-contract terms and conditions. Effectively the
Ministry would apply additional scrutiny in the form of interviews and additional
verification, to future locan applications from these individuals, In assessing these
applications the Ministry would need to be safisfied that the applicant has a real intention
to undertake study and complete course work, and that the loan funds are being utilised



for appropriate educational purposes. [f the Ministry coufd not be satisfied on these
points, a loan contract would not be entered into with the applicant.

13. The Minisfry is aware that prior to 2000 when the Ministry of Education (IMoE) was

responsible for administration of the loan scheme, MoE did refuse loans for students with
a history of abuse or misuse of their ioans. -

Consultation with Inland Revenue

14. Consultation with Inland Revenue over any investigations and sub ’eq ent legal acrnon}_\
will be reqmred as the uansfel of valid 1oan to them | is coverea by P Of the Sﬁxuen

which loans, or parts of loans, are abie to be transferred to-th
action.

Options

resources, apd the need to se,’ad cif;ar Ynessage\tb students and providers about the
serionsness of the issues, the"foﬂowmg Opiléﬂ& h&ve heen developed.

stedents

hts Tequesting them to confirm their study intentions.
1,_‘,MSD could initiate actions to retain the loan draw
. and Con:mence recovery. MSD would prosecute where fraud is
' {‘},reqmred to recover the debt, and any associated costs.

Letters are s;am _
Dependmgf ]
Gewns as™

Depénq nf? on their e‘(plananons MSD could initiate actions to lmit ﬁmher access fo the
Loan-Scheme, and would prosecute for fraud (as in option 1),

. Option Three — Investigate o sample of students and establish debis (incl. prosecution
“where required)

The same approach as option 1, but limit any action taken to a sample of 410 students
(10%). This option would meet resource constraints but does raise the risk that we do not
fairly investigate all potential cases. Therefore we recommend ancther review once these
cases have been actioned.

Option Four — No Further investigation/tighten gatekeeping using interagency risk
Jramework



17.

Take no further action to investigate the individual students. Rely on the interagency risk
framework to limit any further incidence of this kind.

The preferred option is option 3, as it is manageable within current resources, and it
ensures that legal action will be taken where the evidence justifies If.

18

Qut of scape

Comment on options

19.

20.

You have asked the Ministry to carefully consider what actzons tould be- taken i respect
of DETCWsmdents many of whom have c}emiyﬁenroﬂed 3! c:mlrses to access
cash, and with little or no intention of studying. The Mz Sty doesjfm'e: the authority to
investigate and tske action against students founf ) havp abtised, i;he foan scheme.
However, the value of being able to take tangibile ‘&‘@‘ ’@n»éga;nS\{‘the pcﬁtent;aliv significant
numbers of students involved must be wmgfied against the. szgruﬁcant Ministry resources
required to do so. This action will mmwe‘ cbmactmg and in many cases possxbly
interviewing students and others, Venwnﬂ X Oﬂfé:e details and estabhshmg and recovering
debts via possibly protracted legal actm W g

The Interagency Risk Mana gen“enb Fra*ne* %) / I minimise the recceurrence of this
situation in the future. /



Hold the transfer of loans to IJRD- far’iPETCOUt_“‘ sco

students where it 1s suspected these students Hav

misused the student loan scheme and are’ m breachof+ v

clauses 2 and/or 10 of their loan con*r&el *thfrn and

conditions. y

Contact all students in writing to determine:

intentions in relation to undertaking course w \k; and,

and 2. whether course related costs were used f‘m/ﬂm

purpose stated 1n their claim,

Give these students the opportunity to provide an

explanation of their situation. If they do not respond,

or if their explanation is inadequate, the Ministry

would :

s Retain the loan as a debt’, and

e Commence recovery of this debt, and

e Apply additional scrutiny to any future applications
for student loans,

4. Where there is evidence the student has deliberately

provided false or misleading information in relation to

their loan application, the Ministry will consider

prosecution.

Future access to loans by these students would be

limited as per option 2.

b

Pro’s

Con’s

The Ministry is seen to 1.
investigate and take direct acticn
against students shown to have
misused the scheme.
Mlmstry s actions provide

¢ ”\e\nf to loan scheme abuse

]

Would require significant additional
resourcing by the Ministry over the
next 8 months i terms of interfacing
with the students and establishing and
recovering debts,

It is estimated that additional funding
of around $800,000 would be spent on
the investigation of individual cases”.
The legal costs havea not been
estimated.

U Jf debts were established in respect of the 688 students who have completed thelr eorolment and the 3,415 who will complete this cozolment in 2002, the Yol

This amouns assumes debis wouid be established lor the full amount of cach loan,

% This assumes an averape of § cases cleared per week per investigator. 4000 eases would tuke 10 investigators 1 year to complete. This does not take into account e pessibl

dettystablished would by uround 527 million.

lelays as civil proceedings are ken,




‘ali students, li

imit future access to loans, prosecute Jor fraud only

Pro’s

Con’s

¢

Same as option 1, however d¢tion against’ stuaents -
found to be in breach of their loan Contant wouid not

involve the establishment of a debt. Whare. studs s
were shown to have deliberately prcvzéed faxsa or
misleading information in relation to th@i’f Io“" SN
application, the Ministry will consider prosécution.

The Ministry would take action to apply addmemal

scrutiny to any future applications for student Joans
from these students. <

T

1. Recourcing implications not as
significant for the Ministry as for
option 1.

Ministry’s actions to scrutinise

\k

fe.scheme are seen to be

nd possibly restrict future access |

P2

Innot taking direct action against the
students e.g. establishing debts, the
Ministry is seen to be “soft” on misuse
of the loan scheme.

The 1mpact of this oplicn as a deterrent
to possible future abuse is less than for
option L.

Resourcing implications for the
Ministry, though less than for option 1,
are still significant over the next 8-12
months.

Process

Con’s

[0

Investigate a sample of 10% (410) from the pool of

students.

Undertake process as per option [ including debt

establishment and prosecution.

Review action following completion of the sample

cases and either;

e Extend the investigation — if high levels of abuse
are found, or

¢ Conclude this work and maintain the normal
compliance work of the Ministry,

See also option 1.

Not all cases will be investigated, this
f’ai‘é@s equity of treatment iscues




Option Four: No ﬁg?irtké},

'myes(iga'z‘ &ﬁiglxten gatekeeping

using interagency risk framework

|

/ Pro’s Con’s |
1. Take no further action in respect Q{Ehese PETC and-. | 1. Minimal additional resourges 1. Possible public criticism for the failure
PE@& ’Aﬂow their Ioang 1o transfer IQ\H‘{D-, required from the Ministry. of the Ministry to take any action in
2. Utilise the development and Impiementadﬂn of the respect of these PETCM{
V 2. No deterrent to abuse 1s signalled for

gatekeeping processes to ensure sufrﬂar ',x,tlvmes ar
minimised. v

other students.




11 March 2002

Ministry of Social Development Report: Implemertation Plan - Practical
Educ ﬁ@]m Training Centre (PETT)

Cf.l

Recommended Action

We recommend that you:

a.  Note the contents of this report.

b.  Mote that a group of students (688} who compieted iheir enrol me"lt in'the dlStaﬁCB
learning travel programmes prior fo 31 Decemi‘jsr 2@;@1 wilk mmaﬂy bé investigated, and
that depending on the outcome, the mvesugéx@n may be P){*‘enéed fo around 3,500
(approx) students who are due to compim&fhezr emolm nt dulmg 2002,

Note that our report at the end\of the mvesﬁgatmn penocl {31 October 2002) will include
analysis and adv1ce lelamt&“ ta th@ extent '\t\usv and whether investigation of around
te éist/mce learm‘rfg programmmes in 2002 needs to be

undertaken

e, Note thatif tmmve&%»gatlaﬁ 1§ bf{}adéned to encompass a farther 3,500 (approx) students
then adgiiﬁén Iundmg may. bexiequlred to undertake this work.

w2

e

Steve Maharey Date

Minister of Social Services and Employment
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Ministry of Soeiz] Development Report: Implementation Plan - Practical
Education :

Earnl

Training Centre (PETC)

Purpose of Repori:

i Vour office has requested MSD report fo you on processes for managing the
investigation of students undertaking distance learning travel programmes at Practical
Education Training Centre (PETC). 4 ‘

Background:

2. We recently reported to you (REP 02/3/91}, on options.for mifééiigaﬁiﬁjgjhé isuse of
the Student Loan Scheme by students enrolled on distance dearning travel
programmes at PETC. In that report we recommended that further inhvestigations be

undertaken in relation to a 10% random sample ot students Who have completed or
are undertaking distance learning fravel programimes (410 stadents). Officials from
vour office have instead recommended to you that all students who completed their
enrolments prior to 31 December 2001 be investigated {688 students). Depending on
fhe results with these initial students, consideration will be given to extending this
Wh@: \qzé‘“"\’to complete their enrolments

investigation fo the remaining students,

during 2002 (3,500 apprq;(»_jgjc}adeﬁfg);ﬂf“

Implementation Plan
Tle Process

3. T

¢ adents who completed their envolments prior to 31 December 2001.
s will fuiclude investigating the 105 cases that have previously been identified as
prglﬂa)__@ét%qi Dépeiiding on the results with these initial studenis, consideration will
- be given te; extending this process to the 3,500 (approx) remaining students who
ompleie/ their snrolments this year,

- Transfer to IRD — where investigations reveal that a student’s intent to study is
legitimate the loans will be manually transferred to Tnland Revenus with no further
action taken.

o Debt establishment — where investigations determine that misuse of the student
loan scheme has taken place, but short of provable intent to defraud, these loans

! Note this process will also capture a aumber of students with muitiple enrolments at TAFE.
2 These students were discussed in repori 02/2/31 and identified as being a high-risk group. Note soms of these
students will form part of the 688 cases.



(total loan balance)} will be established as a MSD debt and will not be transferred (o

Inland Revenue ;
o Jmprove gatekeeping controls — where debis have been established, future access

to the student loan scheme by these students will be subject to additional

gatekeeping processes.
o Prosecution — where a prima facie case of provable fraud exists, prosecution action

against the student may be undertaken. Recovery of loan monies will be by way of

reparation order through the court system.

Resourcing

5. Investigations of the iniiial group of students will be manqged by utudené Sewzces -
within 2001/2002 baseline savings. However, should the’ mv&stqg tlonba m‘oadened
to the other 3,500 (approx) students, add,monal “esourmng and mnd;m Wouid Be
required in the next fiscal vear.

7.

‘x‘he adaltzonaf 3 51)6‘5*5 ,n%s/we meld expect te rommiete thas mvesugaﬁon hy
Ovéober 7002, howeves ﬁn’s time ﬁ*amfa may be extended dependant on the actual

h" mommmded rocess has been discussed with the Ministry of Education (MGE),
Z Quahﬁeai gms Authorzty (NZ'QA\ and T‘%epa‘rtment of In_an i Revenue { )

N f“mﬁxmaizon of unit completion in respect of the specific students being investigated
“will be sought from NZQA. Students who have undertaken some work on the course
{even if they did not complete the course) wiil have their loans fransferred to IRD on

the basis that they have demonstrated a clear intent fo participate in the course.




Confirm with NZQA whether or not the

— {ctiept has 2t days io respond)

s{udent complaled any unit standards

I
Mo

=7

Letter fssued® requasting confirmation of Intend fo sfudy

Infarmation recelvad Mo—p

issue ramindar letter
{further 14 day provision}

£

58 fac8ived.within
Himetrame,

Yas

N

2,

nai!én unsatisfactery

Quicame pending - request for

further informatlon

Y

A

N i bli btand ¢ nce
couitts IRD | Establish debt and commenc L
! recovery
s %
1
M P
e Consider presacution & Efv‘mnf%orfumre access to [oan
reparation schems

¢ All carrespondente during the process will be sent by Trackpac and will requdre a signalure on recslpl,



File No: FP75/43/00/5
Submission No: S

COMMERCIAL: IN CONFIDENCE

2 August 2002

Associate Minister of Education (Tertiary Education) ’

Minfster of Education

Update on Practical Education Training Cen

Proposal
1 This briefing note‘

i, updates ?Quﬂn.;its ussaons ‘between officials of the Ministries of Social
DeveiOpmerft and Edication “and Practical Education Training Centre [PETC],
re gardmg wconczhatlon ofequivalent fulltime-tuition subsidies for 2001 and 2002,
~and a@cess ‘to thie Student Loan Scheme for students enrolled in the National
‘,Celt'ﬁzate in Thaml [Levei 3 and 4] - by distance; and

S eksyom agreement without prejudice to your final decision following receipt of
'PETC 's response, {o the joint Ministry of Education/New Zealand Qualifications
Auféhniityteport to approve new, infranwral qualifications at PETC, and to pay
FTS based tuition subsidies and student loans to between 450 and 600 genuine
«distance education students; and

. seeks your agreement for the cost of computer ownership to be included in the
~—/  compulsory fee component of the Student Loan Scheme for those 450 to 600 only

Or

for officials to enter into fresh negotiations with PETC around access to a computer
through a leasing or bailment option.
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Introduction

2 Your letter to the Chief Executive Officer of PETC, Mr Tony Zieltjes, of 30 May 2002
asking him to consider the joint New Zealand Qualifications Authority
[NZQA}/Ministry of Education report on PETC. The letter also instructed officials to
work with PETC on the:

i. Reconciliation of EFTS-based funding and those student loan applications ﬁozen
by the Ministry of Social Development [MSD] m August 2001 “and :

il. Any special conditions to be included in future Notices of g: : and Condltions
should you agree for the Ministry of Education to entcr mfo a naw fundm\ —
agreement with PETC, A, N

3 Your letter agreed that a useful starting point’ fo; dlscussmﬂ& was the original
submission by PETC on 31 January 2002 to t }e/Mmzs%ry L that ‘submlsswn PETC
identified in general terms, and without pre;uﬁme dlscussmn pomts which they
believed could have a major impact on their futur’e airaﬂgemsn’ts Swith the Ministry of
Education. ¢ L

4 These discussion points were:

,/ 2

[

i f cantpmgx :
=0wns expﬁmﬁ ‘and also future profection of Crown's financial and educational

All pames have agreed that more than a brief or minor engagement in study is
réquired from PETC’s students to be considered as ‘genuine students’ by meeting the
O test of valid domestic student enrolment.  For the putposes of what is a ‘genuine
student’, PETC offered, and the Ministry agreed, that the definition should be:

67 .

“any student who has successfully completed 10% of the total credit value of
the qualification — the credit value of the qualification being 77 credits.”

7 PETC has accepted that the 10% engagement fest will apply to achieved credits only,
and the estimated number of students withdrawn from their December Single Data
Return [and funding reduced] will be recalculated. Non-performing students will
therefore be withdrawn from PETC's records ab initio and not included in any
Statement of Service Performance or course completion calculations.
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8 PETC has asked that ‘an exemption will be granted to any students with an established
record of learning af any institution at least equal to the Genuine Student Test’
Although a previous established record of learning gives an indicator of an intention of
study, both Ministries have proposed that the 10% successfully completed test should
apply across the board.

9 There has been considerable discussion between all parties regarding a process for
1econczl1ng access fo student loans for those students who have been caut,ht up m

10

11

i2

z:’:cm;mz{fsm v course}%é z‘b be ;ecogmsed by the Mzmstry of Soczal Development
'(MSD) However, a good number of students have stopped submitting work,
- ,,w;ntmg Tora Ui}!pltfé?

\'Baﬂment oocurs When goods are owned by one person, but are in the possession of

» emothel \f01 a Spetnf ic purpose eg a car in the mechanic’s premises for a warrant of

> ﬁtnes > Here; the mechanic has to take reasonable care of the car while it is on the
o ennses and only deal with it for the purpose of a warrant of fitness.

N ’Ehls ""'baﬂment approach would result in only a $200.00 fee reduction for PETC
“stadents. In effect, access to a computer for the duration of the course, would cost the
_ /student only slightly less than outright ownership. The Ministries do not consider this

* a fair or publicly defensible option for this group of students. More importantly, the
bailment option presents a risk of successful legal challenge to the PTE, as genuine
students would have a right to expect that, all other things being equal, the contractual
rules will not be unilaterally changed.

! Currently, there are quite significant discrepancies in the numbers of students who PETC advise meet the
“genuine student” definition, and the mambers with the appropriate levels of credits recorded on NZQA’s records
of learning, MSD is actively working with both parties to reconcile individual students” achisvements.
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s 9(2)(h) OlA Legal prafessional privi]ege|

15

16 Were the cost of a computer be included in the appmved loan fm the t45£}«to@‘600
genuine PETC students, this could result in furthei Iean fee paymeats to PETC of up
to $3.4 million?. S

17

computer should be con31dered for meiusmn ;n, ahy app1 oved lOarls for these students
only. This is on an assessment of- the Iecal risk regardmo existing contractual
arrangements and that access to a @ mputer is Leqmr ed .

18 This arrangement would be on. tbe' basrs that_no computers would be sent to
households or students Who have already Lecewed a computer through PETC, If you
do not consider Ownaf,s/blp of g/ con:xpu{ei «appropﬂate then the Ministries would enter
into new negonatmri Hh PETC wgardmg Alternative leasing arrangements.

19 MSD have 1cmmded TC that &ﬂowmg approval of a student loan, students have a
seven day pengd thmng( which they can cancel the loan. MSD has further advised
PETC Ihat any'apgiroval urrently held applications would therefore be subject to
student’ agieement before a-loan could proceed. This would be an opportunity for
students 1o’ .réconsﬁel whether they wished to continue with the application, including

'aptron of campu%el awnership,

1d1tmns | ‘»2092 and 2003

Silo d you agree to enter into a new funding agreement with PETC, critical to the

1Scussion around any special conditions that would be attached to a 2002 Notice of
ernts.and Conditions for this provider, would be the future inclusion of the computer
\rn the PTE’s compulsory tuition fee.

..«’PETC has agreed to recognise as genuine students, only those who competently
completed [i.e. successful academic completion] 10% of the course credits within
three months of starting the programme. Refunded students will be withdrawn from
PETC’s records ab initio and will not be included in any Statement of Performance
statistics or Retention calculations.

22 It is the preference of both Ministries that, should you agree to enter into a 2002
Notice of Terms and Conditions with PETC, you de not agree the cost of ownership of
a computer in the compulsory tuition fee component of the Student Loan Scheme for

2 This does not include the amount of any course refated costs or Training Incentive Allowance these students

may be entitled to.
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enroiments in the National Certificate in Travel [Level 3 & 4} — distance option. This
position would need reviewing during the remainder of the year, to ensure that PETC
was not being freated differently fo any other provider offering distance learning
through electronic means, It is still possible that an appropriate computer leasing
arrangement may be agreed between the Ministries and PETC,

23 Once you have come to a final view then, should you agree, it is proposed these
conditions be built into a new, specialised 2002 and 2003 Notice of Terms and
Conditions. - .S

New Qualification Approvals

24 In July 2001 you agreed that the Ministry of Educaiwn w1thhold zecogmtloaz for
accessing government assistance for eight new, NZQA agprove@f quahﬁcatlons 1
[801/0087 vefers]. This agreement was on the basis éha:t\such rec@gmtmn could not be
given until you had an opportunity to review the Qn&bmed repor f%‘he Department
of Work and Income [now MSD], the New Zeal;md Qua 1ﬁcat10ns jAuthority and the
Ministry of Education. ., .

25 These gualifications included natlonal ch‘tlficates m hasp;fahty, adult education and
training, travel and tourism, computmg ‘aﬂd busme’ss admlmstratzon and computing.

26

rev1s1ons we;rs\z egzsteleé,,. 1€. d&y of the morafonum

27 You ag‘fsed to exciude these qualifications because you were concerned that PTEs
were able to” proV1c¥e the-trafning that the travel industry had signalled as required.
PE C meets all the. réqurremems of existing qualification provision to be approved for

" accessmg govemm.e}}t ‘assistance.

/urremiy, stt dents emrolled in intra-mural programmes of study are being EFTs-
fund}ed at-PETC, and are able to access both the Student Loan Scheme and student

allswan%s Without prejudicing your final decision regarding the joint Ministry of
/Educa{ion/I\ZQA report, the Ministry of Education supports the approval [for
mfz ‘amural delivery only] of those qualifications. This is particularly the case for the
{ ] inframural travel qualifications where students will be enrolling in September 2002 for
.~ /the old National Certificate in Travel,

Legal and wider risks

29 s 9(2)(h) OIA Legal professional priviEege\

30 In summary, the Ministry believes that significant ‘savings’ in paying PETC on the
basis of the 10% compstently achieved credits could be achieved. Further, that the
genuine student test is defensible in the present circumstances. The sum of savings are
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likely to be in excess of $8m [including non-paid EFTS-based tuition subsidies and
student loans] calculated on the original numbers enrolled. The Ministry believes that
the risk of legal challenge to you from either PETC |based on the above agreed test],
or a disenfranchised genuine student, against PETC and joining you as second
defendant, will be minimised by the following:

e If this recommended solution is acceptable to you, making prompt p'iyment to
PETC on the agreed genuine student test; and -

e Secking an indemnity from PETC that any proceedings ﬁom Bmdents Wiﬂ nst“g..
involve the Crow, Ly

30. The savings that are likely to be made through this recommended seIumon WHI 3ust1fy the
long and exhaustive investigations of the Minisfries ancLVZQA ‘Prompt paymsnt of the
agreed amount [together with negotlated conditions accept&ble to you for-the 2002 Nofice
of Terms and Conditions], will minimise risk from/PETC itself, and-a demmty, if it can
be obtained, will reduce all liability as a resuit \of 3 p/aﬁy challenge [should it occur].
Based on the recommended solution bemg "accepfabie T “you and consequently
implemented, the Ministry has assessed he. egal nsk of suqcessful challenge and the
wider risks fo be low. | J

Other ontstanding issues

31 The Ministry is in h procés)s of cgnciudmg the payment of EFTS-based tuition
subsides for mtta-muial studenss for 2001 and 2002. PETC and the Ministry of
Education have agmeti to %he m}eas&of $248 587.91 [GST inclusive] for intra-mural
student emohnents PET Chss. also requested that payment for 2002 intra-mural
students contame(iﬂri the Ap;:ﬁ ‘{}\«.smgle Data Return. It was agreed by the Ministry
that the' conditlons under which payment of intramural efts for 2001 were being paid
would: aiée“apply in 2002. “This was because access to student loans and allowances
wére ’oem_ ,pald by‘-MSD 1o these students as genuine domestic student enrolments.

! her mattet iazseﬁ’was the release of information, under the Official Tnformation
fét 1982, héld m, the joint Ministry of Education/NZQA report, and MSD’s report into
: FET c, to the New Plymouth-based newspaper, Daily News. Simon O’Rouke from the

: Dally’ ,TEWS Had placed an Official Information Request to the Minister for copies of
the reporfs from NZQA, the Ministry and MSD.

32

33- ipe of the reasons for the confidential nature of the report at this time was that PETC

(" had not had an opportunity to challenge either statements of fact or opinion, nor

. ~~/consider whether some of the financial aspects of the report would compromise its
commercial activities. The government agencies wished to allow PETC to have time
to consider the report before releasing any material.

34 Your office has yet to receive a reply to your 30 May 2002 letter to PETC, The
Ministry of Education has proposed to you that you not send a copy of the joint
NZQA/Ministry of Bducation report to the Daily News until you receive a formal
response from PETC.

35 One issue raised by PETC, which remains un-concluded, was the possible implications
of the 2002 Budget announcement by the government that, during 2003, funding to

private training establishments would be no greater, in terms of EFTS and total
Page 6



doltars, on these arrangements. It was agreed that there would need to be further
discussion between the Ministry of Education and PETC regarding this matter.

36 Finally, all parties agree that successful communication to students was critical to the
success of any agreement and that, should your final view be that the govermment
would permit PETC access to efts-based tuition subsidies, and its students access to
the Student Loan Scheme and student allowances during 2002, both PETC and the
government agencies would undertake a joint commumcatxons plan to affected
students, outlining both the agreement, timeframes and actions.

Consultation

37  The Ministry of Social Pevelopment has been consuited;;’/f'\th@ drafiing ofih;s ; _\ja'di/”c.
Recommendations ' -
It is recommended that you:

(i) Note officials from the Ministries of Somai Deveigpment'an&E uca‘uon have met and
have been in discussions with the Management of Pi&ﬁtlcal Education Training Cenire
[PETC] regarding the reconciliation of efis- }aased fundmgand the frozen student loan
applications for distance students at PETC ' s

(i)  Note that PETC has agreed that orﬂy studsntsa 0 have completed snccessfully 10%
of the quahﬁcanon shall. be\COI}SIdGI‘GéﬂS vahd domestic student enrolments for the
purposes of accessing gox e@ment asmst’mce PETC has proposed that for future
Notices, students-would ‘@Ve to s&ccs’ssﬁ;‘fly complete 10% within the first three
months of enzolm:én? <

(iit)  Note that theuMmstxy of Socla} Eevelopment estimates that between 450 and 600 of
~ the 1200 appmx ) students whose applications for student loans with MSD have been
1 sitlee Auguat 20(}1 will meet the 10% valid domestic student test;

Nﬂte that itis the).fiewv of both the Ministries of Social Development and Education
that ownershi ‘_\Q_f & computer should be allowed to be included in any approved loans
‘°14SO; 0'600 students;

Kdtﬁf,ﬁhat;were the cost of a compufer to be included in the approved loan for the 450
600 genuine students identified, this would result in further loan fee payments to
EETC’ totalling of up to $3.4 million, not including the amount of any Course Related
Costs or Training Incentive Allowance these students may be entitled to.

N

{viy” Nate that it is the preference of both Ministries that, should you agree to enter into a
2002 Notice of Terms and Conditions with PETC, given the risk associated around the
National Certificate in Travel [Level 3 & 4] — distance option, you should not agree
that the cost of ownership of a computer be included in the compulsory tuition fee
component of the Student Loan Scheme;

{(vil) Note that the legal risk of successful chailenge and the wider risks are considered fo
be low if the above genume students test is acceptable to you; PETC is paid promptly
once your final decision is made, and an indemnity from possﬂnle 3" party claims,
such as genuine students against PETC [if it can be obtained ], is obtained;
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(viif)

(ix)

()

(xi)

(xi)

Note that a further report will be forwarded to you in relation to PETC’s 2001 and
2002 Notices of Terms and Condifions once you have received a reply to your 30 May
tetter from PETC,

Until your final decision is known, agree to the approval of all outstanding new
qualification approvals for PETC cusrently pending with the Ministry of Education,
but only for intramural study;

Agree to the release of efts-based tuition subsidies by the Ministry. of Education for "‘ \
students who meet the test of genuine valid domestic student enr 0}1 ‘n't,spiendirgg \?0}; Oy
final decision on the PETC report; and Vg

Agree to cither release student loan monies frozen by ti}eAMmishy of Somai :
Development, including in the compulsory fee compensm the ¢ost of c&m;auter
ownership, for those 450 to 600 students only ¢ .

Or

recommendations.
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18 August 2002

Ministry of Social uevelopmem Report; Review on Student Activity -
Practical Education Training Centre (FETUM |

|

Recommended Aciion

We recommend that you:

g, Mote the contents of this report.

T

3, Nate that 107 students studying distance learning cowsses at PETLO’F’"O{SCUP? Lwere
identified as sharing certain characteristics mélca{mgpo\mble gbuss-ox. fraud of
the student loan Schems ) Sy

¢.  WMote that the Ministry’s Benefit bontrei/dmt al j’;;nted,xt g Eacfé'ﬁd interview ail
107 stadents and also to gather ﬁ*é’m‘maﬁ 1 | from- o‘*hq pames to support the
imvestigation.

¢, - Note thatf the current status of ﬁie.iﬁ‘vc%ilg’ationﬂi tiese 107 cases is as follows;

- /

Cases which will proceed 10 p*osecutmn . 9
Cases where current evréenca does qot/augpaupzosecuhon but subject fo 56
further evidence, may restlt i Toans béing vonverted to Ministry debts,

Cases unlikely tor be‘fmahsed as st‘u{ianis not focatable 26
Cases whew mvesﬁaa on'is stﬂi i cmg

1ahs% Services

iii’IW imister’s Signature

Steve Maharey Date
Minister of Social Services and Bmployment




T Social Develep *ment 151@ qort: Stundent Iavastigation -
I I

i
g Centre ( {TC\BOLLDTSCDPE ]

Minlsiry of
Practic IEdusmm’[ra

)._: -
|-t»
OIQ

Purpose

1. In our report to you dated 14 June (REP/02/6/287) we advised that we would
report back fo you by mid August on the cutcome of the mvesijicv_at fons being
conducted by the Ministry’s Benefit Control Unii in ’614*103 0. 10/7 Placzfmai
Education Training Centre (PETC) Ptelscors « ||
studexts suspected of abusing or defrauding the Student Lo Fm Smheme

2. This paper advises of progress to date with this i estig

Background

3, Tnour 14 June report we referred tod ¢
courses at PETCCut of scope, ywho ey mmaﬂy ldu{ltlﬁ€df i Novemhe* 2001 as
sharing certain characteristics mmcatmg ‘possible .2busg or frand of the student
loan Scheme. Thirty five lntew;ews were eond\mtcd{nom this group of 105 and a
level of abuse was 1dem'{ﬁed I’“ Wwas agreea that the \@mstry would go on to

recent investigatiot
convertmg ihese

the ! Ié&une 1ep‘01t we'al
dif muE?' ijo pmve itﬂe ‘\dlmsfr’y W oulu not m?e out proseoxls‘o«n action shomd an

Mzmshy Benefit Control Unit dedicated three staff to these investigations.
The. investigators sought to establish the mater izl facts relating to the courses and
:’fhe students’ participation in them, They also sought to establish the status of the
| compufers issued to the students.

6. The invesiigators attempted to contact and interview ail 107 students. They alsc
sought information from PETC Jl relation to computer serial aumbers,
student enrolment and course participation. Where appropriate other parties e.g.
second hand dealers, were contacted.



7. The current status of the 107 cases is as follows:

Cases which will proceed fo prosecution
Cases unlikely to be prosecuted, but subject to further evidence,
may result in Loans being converted to Ministry debis,
Cases unlikely (o be finalised as students not locatable
Cases where investigation is still ongoing

8. Benefit Control have sought legal advice from CLowrr Law and as a wsule Wili ae
preparing 9 cases for prosecution, % o~

GCEOb“I




