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Financial overview 2015

The University Group earned an historical high in total revenue of $244.3 million in 2015, up $14.0 million or 6.1 percent on 2014’s 
revenue of $230.3 million. However the surplus of $9.5 million fell 19.6 percent on 2014’s surplus of $11.8 million. This decline 
in the surplus is largely due to costs incurred in 2015 associated with the University’s restructuring activities and the reduction 
in the University’s subsidiary, WaikatoLink Limited’s surplus in 2015 as compared to 2014. The University Group’s 2015 surplus 
represents a 3.9 percent return on revenue, down on the previous year’s 5.1 percent return, but well inside the University’s 
guidelines of 3.0 – 5.0 percent promulgated by the Tertiary Education Commission. The financial performance of the University’s 
core activities (ie teaching and research) is largely in line with the previous year.

WaikatoLink Limited recorded a surplus of $1.3 million in 2015 compared to $2.30 million in the previous year, though the 
2014 result was largely inflated due to a change in consolidation treatment of an associate company (previously treated as a 
subsidiary) resulting in a $1.2 million lift in value. In 2015, WaikatoLink Limited also sold the net assets of a subsidiary and sold 
an investment recording a gain of $2.6 million. Partially offsetting this gain was an impairment in the carrying value of capitalised 
development costs. The other significant result in the University Group was recorded by the University of Waikato Foundation 
Trust with a surplus of $1.6 million, though down $0.7 million on 2014’s surplus of $2.3 million, as a result of lower donations 
revenue received. Offsetting these surpluses, the University of Waikato Research Trust recorded a deficit of $1.0 million as it 
invested in research projects across the University. The University-only surplus of $8.2 million is $1.4 million less than budget 
and $1.2 million less than the previous year. This represents a return of 3.4 percent on total revenue (2014 – 4.1 percent).

2015 continued to be challenging for the University, with constraints around revenue growth and greater pressures of 
competition and external influences outside of its control. However for 2015, the University had budgeted an increase in 
revenue (of approximately $10 million) particularly around tuition fees and external research income. The University also 
budgeted to maintain its surplus at 4 percent of revenue – consistent with previous years and necessary in order for the 
University to fund its on-going capital requirements. As the year progressed, the greatest challenge the University faced was 
meeting its domestic student enrolment targets and considerable additional resources were employed during the year to 
ensure that the targets were achieved.

The consolidated revenue growth of $14.0 million for 2015 for the University Group was due to the University recording a 
revenue increase of $13.8 million to $239.4 million (2014: $225.5 million) – primarily in external research income and tuition 
fees, which were budgeted for. The increase in research revenue of $4.8 million (or 17.4 percent increase) was largely a result 
of major research contracts won in the end of 2014 by the Faculty of Science & Engineering and the Faculty of Education. The 
resulting $32.8 million (2014: 28.0 million) of research income is the highest ever recorded by the University. This growth arrests 
the three previous years of falling research revenue. However the continued shift in funding agencies, requiring a higher level of 
collaboration between institutions in order to win research contracts, has resulted in more shared income and sub-contracting 
activity. So while research revenue has grown, payments to sub-contractors has also increased by $1.9 million in 2015.

Tuition fees increased by $4.7 million during 2015 to $76.9 million, though they were $0.5 million down on budget. The University 
enrolled all of its government-funded target and had budgeted to enrol an additional 449 non-ministry funded EFTS (ie tuition 
fee funding only). However the University only enrolled 171 of these, leaving a tuition fee budget shortfall of $1.2 million. This 
shortfall was largely offset by an increase of 4.3 percent on budget in Full Cost International (FCI) EFTS resulting in an overall 
increase of revenue on budget of $0.7 million. Overall the University recorded a 9.5 percent increase in FCI EFTS in 2015 from 
2014, which together with tuition fee rate increases, lifted revenue by $2.9 million to $30.2 million. This growth was well above 
the 4.9 percent growth budgeted for 2015 and augurs well for growth in 2016 after 10 years of decline. FCI EFTS now make up 
15.3 percent of the total student population. Ministry funded EFTS were down slightly (0.3 percent) in 2015 from 2014 but tuition 
fee rate increases lifted tuition fee revenue by $1.8 million to $46.6 million. The University enrolled a total of 8,451 Ministry 
Funded EFTS (2014: 8,473), or 99.8 percent of its investment plan SAC dollars target.
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The	University	Group	recorded	an	 increase	 in	costs	of	$15.8	million.	While	 revenue	grew	 in	 research	and	commercial	contracts,	
there	was	a	corresponding	increase	in	expenditure	as	the	University	increased	its	activities	to	meet	its	contractual	commitments.	
The	 University	 was	 largely	 able	 to	 maintain	 costs	 in	 its	 teaching	 activities	 and	 support	 services	 in	 line	 with	 revenue,	 however	
the	University	did	undertake	a	 reorganisation	of	 its	structure	and	together	with	the	 implementation	of	an	enhanced	retirement	
programme	incurred	an	additional	$2.0	million	of	unbudgeted	costs.	As	a	result,	while	total	revenue	increased	by	$14.0	million	or	
6.0	percent,	personnel	and	other	costs	increased	by	$14.8	million	or	7.5	percent.

The	University	Group	again	generated	strong	operating	cash	flows,	recording	net	cash	flows	from	operations	of	$36.5	million.	These	
cash	flows	were	reinvested	back	into	the	University's	campus	and	resources,	with	the	University	spending	$36.8	million	on	capital	
expenditure.	The	most	significant	capital	project	during	2015	was	the	construction	of	the	new	facilities	($30	million	project)	for	the	
Faculty	of	Law	and	Faculty	of	Management	with	construction	due	to	be	completed	by	March	2016.	

The	strong	operating	cash	flows	and	the	offsetting	capital	projects	has	meant	that	the	University’s	cash	balances	and	other	financial	
assets	have	remained	relatively	static	at	$33.9	million,	compared	with	$34.0	million	in	2014.

The	University	 revalued	 its	 land,	 buildings	 and	 infrastructure	 assets	 as	 at	31	December	2014	 resulting	 in	 a	$20.9	million	or	7.1	
percent	increase	in	value.	This	revaluation	is	recorded	in	the	2014	Statement	of	Comprehensive	Revenue	and	Expense	and	gave	rise	
to	the	total	comprehensive	revenue	and	expense	for	2014	of	$30.3	million.	No	revaluation	was	completed	in	2015.

Overall	the	University	achieved	a	very	sound	financial	result	in	what	were	very	difficult	operating	conditions.	The	University	is	well-
placed	to	face	the	financial	challenges	ahead.	However	its	ability	to	generate	sufficient	cash	in	the	years	to	come,	while	maintaining	
high	quality	services	to	students	and	other	stakeholders,	in	order	to	make	the	necessary	planned	changes	and	improvements	to	the	
University’s	infrastructure	and	services	remains	its	biggest	challenge.
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