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DOCUMENT 3.2
UNIVERSITY OF TECHNOLOGY SYDNEY
FINANCE COMMITTEE
** CONFIDENTIAL **
AGENDA ITEM 3.2 MEETING 25/5
MR GLEN BABINGTON 11 NOVEMBER 2025
CHIEF OPERATING OFFICER

UTS PRELIMINARY FINANCIAL PLAN AND 2026 BUDGET

Risk Taxonomy Cross-Reference:

A: Liquidity — Inability to meet financial liabilities obligations.
B: Revenue and margin — Inability to generate adequate revenue and maintain the
profit margins.

Purpose

To provide the Finance Committee with the Preliminary Financial Plan and 2026
Budget for discussion.

Recommendation

The Finance Committee to receive and note the report, as detailed in Document 3.2
— UTS Preliminary Financial Plan and 2026 Budget and Attachment 1.

Executive Summary
The Preliminary Financial Plan and 2026 Budget is at Attachment 1.

The University’s Preliminary Financial Plan is designed to maintain flexibility amid
ongoing policy and funding uncertainty, with a focus on measured growth, disciplined
cost management, and strategic reinvestment. The Preliminary Financial Plan 2026—
2030 demonstrates a disciplined approach to restoring financial health, and balancing
growth ambitions with prudent risk management.

The Plan’s success is contingent on external policy stability, international student
demand, and the effective execution of the Operational Sustainability Initiative (OSI).
Management will monitor these key drivers closely as the University progresses
through this period of transformation and provide a Final Financial Plan at the Feb
2026 Finance Committee for consideration.
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The Plan assumes continued solid performance in international markets, stable
domestic revenue under the MGF, and successful delivery of OSI benefits.

With OSI implemented, the University will be well-positioned to meet its bond
obligations, rebuild cash reserves, and support future strategic initiatives, provided key
assumptions hold.

Environment

The University is navigating a challenging external environment, marked by
government policy constraints on revenue, inflationary pressures, and evolving
regulatory scrutiny. Since COVID-19, international student enrolments and domestic
funding reforms have introduced significant uncertainty. In response, the University
has adopted a prudent financial management strategy focused on resetting its
structural deficit, rebuilding financial resilience, diversifying revenue streams, and
unlocking reinvestment capacity.

Financial Performance and Outlook

The Preliminary Financial Plan (FP) projects a return to surplus in FY27 (previously
FY26) and achieving a net margin within the 3-5% target range from FY27. By FY29—
30, the net surplus is forecast to average $90 million (5% net margin), compared to a
pre-COVID average of 7% (2016—-2019). The Plan forecasts an accumulated net
surplus of over the period, underpinned by the correction of the structural
deficit through the OSI.

(ONY!

The OSI is central to restoring financial sustainability, targeting structural cost
reductions and operational simplification. The revised annualised benefit is $85 million
(down from an initial $100 million target), with $65 million in workforce savings and
$20 million in non-workforce savings.

Full and timely implementation of OSI remains uncertain with change proposal
consultation not final. Uncertainty remains in the implications for workforce costs,
savings delivery, and ultimately long-term forecasts. The plan includes $42 million in
redundancy costs (FY25) and $15 million in program implementation costs (FY26).

Without OSI, the University will not return to a long term financially sustainable

position. Without OSI, the University would have to face the following:

e deficit positions through until FY29 with a marginal break-even;

e net margin achievement of 1% in FY29 below safety target margin range,;

e closing cash position 2030 $114 million only marginally above current day
minimum liquidity levels (which would be anticipated to be higher in 2030);

e closing cash position 2030 would contribute to a current ratio estimated at less than
0.7 times current liabilities; and

e closing cash position ongoing provides no financial resilience in the event of
unforeseen financial risks.
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Revenue and Student Load

Total net revenue is projected to grow from $1.13 billion in FY24 to in
FY30, a compound annual growth rate (CAGR) of approximately 6%.

Growth is primarily driven by student load income (88% of total revenue), with
international student numbers increasing due to higher national planning levels and
favourable visa outcomes. Domestic revenue remains stable, constrained by the
Managed Growth Funding (MGF) scheme and capped places from 2027.

External research income is expected to grow from $127 million to SN
maintaining roughly 12% of total revenue.

Costs and Investments

s 14, cl4(c)(d)

Costs of acquisition (COA) are forecast to rise from $184 million to §
reflecting increased fee waivers and discounts necessary to maintain student load |n
a competitive market. COA as a percentage of revenue is expected to remain stable
at 18-19%.

Employee benefits remain the largest cost category, increasing from $692 million to
%, including OSI impacts and wage inflation.

Capital investment is constrained to $75 million in 2026 and $107 million in 2027,

before stabilising at a sustainable reinvestment average of $135 million per annum.
Short term constraint is necessary ahead of the 2027 $300 million bond repayment.

Cash, Liquidity, and Debt

The Plan eliminates the need for new debt ($40 million) previously required for bond
repayment, following tight financial management and capital constraint decisions
through 2025 and planned into 2026 and 2027.

Closing cash is projected to rebuild to $371 million by 2030 (excluding NFNC) following
Bond repayment in 2027. This level supports a current asset ratio of 1.1-1.2,
satisfactory level for liquidity and resilience.

Debt facilities remain stable, with the $300 million bond scheduled for repayment in
2027 and $200 million revolving credit facilities refinanced to 2030.

Risks and Opportunities

The Plan identifies a net profit risk of approximately $12 million per annum, with the
most material sensitivities being international student load and OSI benefit realisation.
Downside risks include failure to achieve international EFTSL targets and higher-than-
expected non-salary costs. Upside opportunities include higher investment income
and improved cost management.
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Attachment

1. Preliminary Financial Plan 2026- 2030 (includes 2026 Budget)
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Introduction

The University’s Preliminary Financial Plan is designed to maintain flexibility amid
ongoing policy and funding uncertainty, with a focus on measured growth, disciplined
cost management, and strategic reinvestment. The Preliminary Financial Plan 2026—
2030 demonstrates a disciplined approach to restoring financial health, and balancing
growth ambitions with prudent risk management.

The Plan’s success is contingent on external policy stability, international student
demand, and the effective execution of the Operational Sustainability Initiative (OSI).
Management will monitor these key drivers closely as the University progresses through
this period of transformation and provide a Final Financial Plan at the Feb 2026 Finance
Committee for consideration.

External environment

The external operating environment remains challenging as government policy continues
to constrain revenue growth, coupled with cost pressures from low economic and
productivity growth, inflation above national target, and cost of living pressure. The
University has operated in a challenging external environment since COVID and
anticipates these conditions to remain over the short to medium term.

As such, the University continues with its prudent financial management strategy to

ensure long-term sustainability. This includes resetting a structural deficit, rebuilding

financial resilience, diversifying revenue and unlocking reinvestment capacity.

Key aspects of the external environment include:

e Policy uncertainty constraining top line international revenue growth and margin,
through diversification requirements (margin) and visa control measures (volume);

¢ Global economic conditions as well as competition for market share;

o Domestic funding redesign continues to evolve and is not yet fully specified, with
capped domestic places anticipated from 2027;

e Universities Accord research funding reforms have not yet been implemented,;

e Intensified regulatory scrutiny on student welfare, quality, and financial sustainability
with several universities announcing change; and

e Continued high cost of technology and infrastructure programs.

Financial highlights

The Preliminary FP reflects a return to surplus in FY27 (FY24 FP: surplus FY26) and
within the 3-5% target range. Net surplus matures at an average $90million over 2029
and 2030 (5% net margin; pre-COVID 7% average 2016 — 2019).

Capital investment is constrained to $75million in 2026 and $107million in 2027, before
achieving a longer-term sustainable reinvestment average ofm per annum.
The constraint over 2026 and 2027 provides necessary prudence ahead of the Bond
repayment and reflects the required focus on OSI program delivery.

In the prior plan, new debt of $40 million was required to support the ability to repay the
Bond in 2027. In this Preliminary FP, debt drawdown is no longer required as a result of
improved 2025 performance through tight financial management and improved revenue,
coupled with proposed additional constraint in capital over 2026 and 2027 (reduced by







































































