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Overview
In total the college of education sector is the size of one medium sized TEI.  This needs to be borne in mind using this type of trend analysis.  Thus we recommend that it be read in the context of other similar analyses of polytechnics, universities and the overall sector. 

Overall the college of education sector has been performing satisfactorily in financial terms over the 1996-2001 review period, but volume growth has been reducing.  The specialist nature of the sector presents a number of issues for the four TEIs comprising this sector group. 

Key performance results from 1996 to 2001:

· a reduction in EFTS of 3% occurred between 2001 and 2000, although growth from 1996-2001 was 26%.  2001 was the first time in the six year review period in which a decrease in total EFTS occurred, although growth had been slowing in the years prior to that year.

· a 4% net operating surplus, down from 6% in 2000, although an improvement on the average break-even result in 1996;

· the sector returned an operating surplus in all of the six years of the 1996-2001 review period;

· three of the four colleges recorded an operating surplus, while Wellington College of Education recorded a 1% deficit
;

· a 31% increase in income over the 1996-2001 period translating into a 6% increase in total income per EFTS;

· cash cover of 25% in 2001, 3 times the recommended TAMU threshold;

· strong cash-flow  from operations  -111% cash in/out;

· capital expenditure of $1,182 per EFTS, which is a 38% reduction on 2000, but still 1.4 times the level of depreciation; and

· asset productivity (Operating Revenue/Fixed Assets) of 75%.

Key changes between 2000 and 2001 are summarised in the following table:  

Item
2000
2001
change

EFTS
      8,462 
      8,185 
-3%

Income ($000)
$112,973
$115,368
2%

Surplus/Deficit ($000)
$6,577
$4,160
-37%

Surplus/Income
5.8%
3.6%
-38%

Liquidity/cash out
19%
25%
33%

Quick Ratio
1.50
1.79
19%

Working Capital
173%
159%
-8%

Income per EFTS
$13,351
$14,095
6%

Costs
 per EFTS
$12,546
$13,680
9%

Personnel Costs per EFTS
$7,107
$7,694
8%

Cap Ex per EFTS
$1,907
$1,182
-38%

Fixed assets per EFTS
$17,579
$18,686
6%

College of Education Sector EFTS

The college of education sector grew significantly from 1996 until 1999, but growth stopped after that point and total EFTS declined in 2001. In recent years, colleges have been offering a broader range of courses.  As yet this is not resulting in increased total EFTS in the sector.  Unlike universities and polytechnics, overseas EFTS are only a small part of the business, representing only 1% of the total.

Figure 1: EFTS Trends
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College of Education Sector Operating Income and Surplus

As the colleges are delivering a relatively homogenous course programme, income directly relating to students (EFTS Grants + Student Fees) has changed closely in line with EFTS over the 1996 to 2001 period.  Total income, however, has increased each year over this period (34% growth from 1996 to 2001).  Total income increased from 2000 to 2001, despite the decrease in EFTS, largely due to an increase of 49% in other government grants.  Other government grants are not related to specific students and include funding of activities such as teacher development programmes and school support services.

Operating surplus for the sector, at 3.6%, is above the 3% recommended TAMU guideline.   The sector group has maintained a surplus at or above the 3% guideline since 1998.  

Costs per EFTS increased significantly by 9% between 2000 and 2001.  This measure was consistent at around $12,500 for the 3 years from 1998 to 2000.  Income per EFTS has increased steadily for the last 2 years.  Given there has been no significant change in the average EFTS rates or fees, this is due to income not related to specific students becoming a more significant component of the overall income mix.

 Figure 2: Income and Surplus Trends

Figure 3 : Income and Expenditure Per EFTS 

Income Sources
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In general, the colleges have a high reliance on government income.  With low levels of international EFTS compared to other sector groups, the proportion of fees income is low.  Also the sector group has a high proportion of non-EFTS government funding (18% of total income).
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Figure 4 : Income Sources
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Dependence on government income varies across the sector group.  Dunedin College of Education has the highest dependence on government income with 73% of total income from this source. Christchurch College of Education has the lowest dependence with 55%.   All colleges have a similar proportion of their income from student fees at around 18%.  Christchurch College of Education has a significant proportion of its income from trading (22%), and Wellington College of Education has a significant proportion from research grants (16%).

Figure 5 : Income Sources - History
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From 1996 until 2000, the proportion of income from government sources was decreasing steadily.  The 2001 result, however, was a significant increase on 2000 (59% in 2000, 63% in 2001)

College of Education Sector Staffing and Operating Expenditure
Figure 6 : Operating Costs and EFTS per Total Staff FTE 
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Costs per EFTS are less comparable between institutions since some institutions have a higher proportion of activities that don’t directly relate to students.  The student staff ratios vary from 7.5 EFTS per FTE at Christchurch College of Education, to 5.2 at Auckland College of Education, which impacts on personnel costs per EFTS.

Liquidity and Capital Expenditure
The college of education sector group has maintained strong liquidity throughout the review period.  Capital expenditure has exceeded the operating cash surplus in some years, although liquidity increased significantly in 2001, perhaps because of relatively low capital expenditure in that year.

Figure 7 : Liquidity and Capital Expenditure
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Figure 8: Fixed Assets and Capital Expenditure per EFTS - History
Fixed assets per EFTS are high in comparison to the polytechnic sector (colleges $18,686 and polytechnics $11,641). The relatively high capitalisation at the colleges may be a reflection that in general the institutions have been established for many years, and built a strong asset base over this time.  The highest level of capitalisation is Dunedin College of Education at $23,590 per EFTS, and the lowest is Christchurch College of Education at $16,606.  

Strategic Financial Position
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The position of the sector can be summarised by comparing actual results against a minimum threshold diamond covering the following key areas.

Item
Meaning
Threshold

Operating surplus
Operating surplus after abnormals
3%

Cash cover
Liquid funds as a percentage of annual cash operating outgoings
8%          (=1 month)

Asset productivity
Income over net assets
40%

Return on assets
Operating surplus as a percentage of assets.
1%

For the purposes of the following chart the threshold targets are converted to a value of 3 using sector data. Unless there is convincing strategy to the contrary, the threshold is seen as the minimum required for prudential operation. Liquidity, Return on Assets and Asset Productivity are very strong results, with the Surplus result being marginal.  In 2000, the sector had a strong result in all 4 areas.

Sector
Ratio (%)
Divisor
Result
Threshold

Liquid assets
24.83
2.667
6.00
3.00

Surplus
3.61
1.00
3.61
3.00

Asset productivity
69.82
13.00
5.37
3.00

ROA (net)
2.21
0.30
6.00
3.00

Figure 9 : College of Education Sector Strategic Financial Position 2001
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Figure 10 : College of Education Sector Strategic Financial Position 2000
� Excludes abnormal revenue and expenditure


� Excludes abnormal items
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