APPENDIX ONE: INDEPENDENT FINANCIAL ADVISER’S (IFA) KEY FINDINGS

1. Unitec forecasts a net deficit in 2018 of $21.2m (20.7% of total revenue). This will result
in a cash deficit of $19.1m by the end of 2018, with additional funding required from
September 2018. The forecast prepared for 2019 also indicates the cash deficit situation
will continue and up to $27m additional funding will be needed if no reductions are made
to Unitec's cost base. This forecast is based on Unitec achieving only 6,938 EFTS in
2018, with a continuing decline to 6,000 EFTS in 2019. The IFA has assisted Unitec in
developing these forecasts.
2. The core operations of Unitec are not viable or sustainable in their current form. A
fundamental structural change is required to right-size the organisation across both the
support and teaching functions. This requires a decrease in the cost base by around 25%
($29m) to result in a sustainable Unitec if a steady state of 6,000 EFTS is assumed for
2019. A reduction in headcount across both teaching networks and support functions will
be required.
3. Given the significant change required, it is essential both management and governance
(council) are highly effective, with the right mix in place to lead the organisation through
this change. The IFA has not observed the level of unity and robust decision making from
council required to develop and oversee an effective turnaround programme. The ability
of the current executive leadership team (ELT) to implement a turnaround plan of this
scale is also untested although they appear competent and engaged.
4. Unitec has been operating under an Interim Chief Executive (ICE) since January 2018.
The ICE was previously a council member. His interim position terminated on 13 June
2018 and a new ICE has been appointed from the management team to take his place
through to 31 December 2018. The IFA has observed that the departing ICE has instilled
a transparent and collaborative way of working that has been embraced by the ELT and
appreciated by wider staff and is a good foundation for executing change. The current
ICE is continuing with this approach and is well supported by staff.
5. Unitec still retains significant land assets and is looking at various options to realise value
from this land to fund its cash outflows while it right-sizes the business. A process is
being developed to dispose of selected land assets, but it is unlikely to generate any
cash in the 2018 calendar year, and also will not be enough to address the 2018 cash
deficit situation.
6. Unitec is in current discussions with its bankers for access to borrowing. However, Unitec
is not confident bankers will provide lending facilities while its core operations are
unviable. Nevertheless, it cannot entirely be discounted as a source of financing
sometime in the future.
7. Unitec has identified $6.3m savings in core operations that are being realised, and a
further $6.5m savings due to the disestablishment of its property subsidiary the Wairaka
Land Company. Management is working on further cost savings initiatives, which would
result in large savings, but also result in sizeable redundancy payments.
8. In addition to cost savings, Unitec’s ELT is aware of the need to focus on ensuring Unitec
attracts and secures more EFTS. Some work on this aspect is currently underway.

