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Sources of income by % – pre 1992 institutions

Measure 1:

Introduction
As part of the audit service KPMG provides to our Higher Education Institution (HEI) clients, we undertake an annual financial statements benchmarking exercise across our UK 
HE client base. 96 institutions with revenues ranging from approximately £3 million up to £2.2 billion have been included in our analysis. 

This report is structured as follows:

— Introduction – this introduction outlines the approach we have adopted in preparing the analysis;
— Trends – for certain key financial measures illustrating some general movements in resources across the sector; and
— Institutional financial measures – measures analysing the financial position of individual HEIs, split between post-1992 institutions and pre-1992 institutions.
Basis of report preparation
The attached charts are based wholly on data taken from the audited financial statements for the year ended 31 July 2018 of our UK HEI clients. 

Where there are gaps in the data this is due to either the measure being zero or, in some cases, the information being presented in a slightly different manner which prevents 
fair and objective comparison. 

A number of institutions have expressed a preference to remain anonymous and have been identified as such on the charts (for example, Institution A).

This report is provided solely for the benefit of the management and governors of the institution concerned. KPMG will not accept responsibility to any other party to whom this 
report may be shown or who may acquire a copy of this report.
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Measure 1:

Financial measures
Trends: Trend analysis for certain key financial measures illustrating general movements in resources across the sector :

1. Operating surplus as % of total income - we have taken operating surplus to be surplus before other gains and losses (ie before surplus/deficit on disposal of 
fixed assets, gains/losses on investments, tax and share of surplus/deficit of joint ventures and associates)

2. Tuition fees and education contracts as a % of total income
3. External borrowings as % of total income
4. Operating cash inflow as a % of total income

Institutional financial measures: The following measures have been calculated for each participating HEI:

Income Measures
Measure 1: Sources of income by % – pre 1992 Institutions
Measure 2: Sources of income by % – post 1992 Institutions
Measure 3: Total comprehensive income as % of total income
Measure 4: Operating surplus/(deficit) as a % of total income (definition of operating surplus as above) 
Measure 5: Movement in operating surplus as a % of total income (definition of operating surplus as above)
Measure 6: Total of Non-EU tuition fees
Measure 7: Non-EU tuition fees as a % of tuition fees & education contract income
Measure 8: Movement in Non-EU tuition fees year on year
Staff costs measures
Measure 9: Staff costs as a % of total income – excludes restructuring costs.
Measure 10: Pay Mutiples
Balance Sheet and Cash Flow Measures 
Measure 11: Cash flow from operating activities as a % of income
Measure 12: Current ratio
Measure 13: Cash and current asset investments (£m)
Measure 14: External borrowing as a % of income – including bank loans, other loans and overdrafts, but excluding finance leases
Measure 15: Capital expenditure (£m) – cash expended to acquire tangible fixed assets as per the notes to the cash flow statement.
Measure 16: Fixed asset capitalisation threshold (£’000)
Pension Measures
Measure 17: LGPS/Own pension scheme contribution rate (%)
Measure 18: LGPS/Own pension scheme deficit (£’000)
Measure 19: USS pension scheme liability (£’000) 
Measure 20: Total pension deficit (£’000) – including liability relating to USS deficit recovery plan
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Trends (1)
Tuition fees and education contracts as a % of total incomeOperating surplus as % of total income*

Average operating surplus as a % of total income increased slightly in 2017/18 from 3.6% to 
4.2% for pre-1992 institutions. However for post-1992 institutions, average operating surplus 
as a % of total income has decreased from 2.4% in 2016/17 to 1.5% in 2017/18.

Several factors may be responsible for this change, linked to the effect of accounting 
transactions as well as the overall level of profitability of the sector. The more significant impact 
in the post-1992 sector may reflect increased pension charges relating to participation in Local 
Government Pension Schemes.

23 institutions in our sample recorded an operating deficit, compared with 19 in 2016/17. Of 
these, 16 were in post-1992 institutions.

*Note that operating surplus prior to 2014/15 has been prepared under old UK GAAP and may 
not be directly comparable

The proportion of total income made up by tuition fees has remained consistent 
year on year in pre-1992 institutions, with fees and education contract income 
falling slightly to 42% of total income in 2017/18 compared to 43% in 2016/17. 

There was a small increase for post-1992 institutions, which generally receive 
lower levels of teaching and research grants from the funding bodies. 

Overseas (non-EU) fees made up some 27% of fee income for the sector as a 
whole (14% of total income), being some 36% of fee income for pre-1992 
institutions and 14% of fee income for post-1992 institutions (slightly higher than 
the 12% recorded in 2016/17). The overall proportion of total fee income from 
overseas students across our client base has remained fairly constant over the 
past 3 years
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Trends (2)
Operating cash inflow as a % of total incomeExternal borrowings as % of total income

Borrowings as a percentage of total income have remained fairly stable for the post-
1992 institutions in our sample, increasing from 26% to 27%. For the pre-1992 
institutions, there was an increase in the overall level of external borrowings as a 
percentage of total income – which increased from 31% to 38%. With the exception of 
2016/17, which saw a modest decrease, the increase in borrowings is in line with the 
trend over the past 5 years.

Of the institutions in this benchmarking exercise, 4 had no loan finance in 2017/18, 
compared to 5 in 2016/17.

Overall the level of net operating cash remained fairly consistent year on year. 

Operating cash inflow as a proportion of income saw a modest reduction in 
2017/18 compared to 2016/17 for pre-1992 institutions and a modest increase 
for post-1992 institutions. 
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Sources of income by % – pre 1992 institutions

Measure 1:

Sources of income by % – post 1992 institutions

*Capital grants included within funding council grants, research income or other operating income have been treated as a separate source of income
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Total Comprehensive Income as % of total income
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Operating surplus/deficit as % of total income

Operating surplus is taken as surplus before other gains and losses (ie before surplus/deficit on disposal of fixed assets, gains/losses on investments, tax and share of surplus/deficit of joint ventures and associates)
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Movement in operating surplus as a % of total income

Operating surplus is taken as surplus before other gains and losses (ie before surplus/deficit on disposal of fixed assets, gains/losses on investments, tax and share of surplus/deficit of joint ventures and associates)

-25%

-20%

-15%

-10%

-5%

0%

5%

10%

15%

20%

Ro
ya

l C
ol

le
ge

 o
f A

rt
Cr

an
fie

ld
 U

ni
ve

rs
ity

U
ni

ve
rs

ity
 o

f A
be

rd
ee

n
In

st
itu

tio
n 

Q
Lo

nd
on

 B
us

in
es

s S
ch

oo
l

U
ni

ve
rs

ity
 o

f E
ss

ex
Bi

rk
be

ck
, U

ni
ve

rs
ity

 o
f L

on
do

n
Lo

ug
hb

or
ou

gh
 U

ni
ve

rs
ity

Ab
er

ys
tw

yt
h 

U
ni

ve
rs

ity
U

ni
ve

rs
ity

 o
f S

us
se

x
SO

AS
 U

ni
ve

rs
ity

 o
f L

on
do

n
In

st
itu

tio
n 

N
U

ni
ve

rs
ity

 o
f E

di
nb

ur
gh

As
to

n 
U

ni
ve

rs
ity

U
ni

ve
rs

ity
 o

f S
ou

th
am

pt
on

U
ni

ve
rs

ity
 o

f H
ul

l
U

ni
ve

rs
ity

 o
f E

xe
te

r
Lo

nd
on

 S
ch

oo
l o

f E
co

no
m

ic
s a

nd
 P

ol
itc

al
 S

ci
en

ce
In

st
itu

tio
n 

H
Q

ue
en

 M
ar

y 
U

ni
ve

rs
ity

 o
f L

on
do

n
In

st
itu

tio
n 

J
U

ni
ve

rs
ity

 o
f L

ei
ce

st
er

In
st

itu
tio

n 
R

U
ni

ve
rs

ity
 o

f Y
or

k
In

st
itu

tio
n 

E
Ki

ng
's 

Co
lle

ge
 L

on
do

n
In

st
itu

tio
n 

O
U

ni
ve

rs
ity

 o
f S

al
fo

rd
Im

pe
ria

l C
ol

le
ge

 L
on

do
n

Th
e 

Ro
ya

l V
et

er
in

ar
y 

Co
lle

ge
In

st
itu

tio
n 

C
In

st
itu

tio
n 

S
Q

ue
en

's 
U

ni
ve

rs
ity

 B
el

fa
st

Ke
el

e 
U

ni
ve

rs
ity

U
ni

ve
rs

ity
 o

f O
xf

or
d

U
ni

ve
rs

ity
 o

f W
ar

w
ic

k
Ci

ty
 U

ni
ve

rs
ity

 o
f L

on
do

n
La

nc
as

te
r U

ni
ve

rs
ity

U
ni

ve
rs

ity
 C

ol
le

ge
 L

on
do

n
He

rio
t-

W
at

t U
ni

ve
rs

ity
U

ni
ve

rs
ity

 o
f S

he
ffi

el
d

Th
e 

Co
ur

ta
ul

d 
In

st
itu

te
 o

f A
rt

U
ni

ve
rs

ity
 o

f E
as

t A
ng

lia
Ba

ng
or

 U
ni

ve
rs

ity
St

af
fo

rd
sh

ire
 U

ni
ve

rs
ity

In
st

itu
tio

n 
G

O
xf

or
d 

Br
oo

ke
s U

ni
ve

rs
ity

N
or

w
ic

h 
U

ni
ve

rs
ity

 o
f t

he
 A

rt
s

Th
e 

Ro
ya

l C
en

tr
al

 S
ch

oo
l o

f S
pe

ec
h 

an
d 

Dr
am

a
In

st
itu

tio
n 

M
In

st
itu

tio
n 

F
Ed

ge
 H

ill
 U

ni
ve

rs
ity

U
ni

ve
rs

ity
 o

f C
en

tr
al

 L
an

ca
sh

ire
Ro

ya
l N

or
th

er
n 

Co
lle

ge
 o

f M
us

ic
In

st
itu

tio
n 

B
N

or
th

er
n 

Sc
ho

ol
 o

f C
on

te
m

po
ra

ry
 D

an
ce

In
st

itu
tio

n 
V

G
la

sg
ow

 C
al

ed
on

ia
n 

U
ni

ve
rs

ity
Ro

be
rt

 G
or

do
n 

U
ni

ve
rs

ity
Sh

ef
fie

ld
 H

al
la

m
 U

ni
ve

rs
ity

Le
ed

s C
ol

le
ge

 o
f M

us
ic

Ed
in

bu
rg

h 
N

ap
ie

r U
ni

ve
rs

ity
N

ot
tin

gh
am

 T
re

nt
 U

ni
ve

rs
ity

Ha
rp

er
 A

da
m

s U
ni

ve
rs

ity
U

ni
ve

rs
ity

 fo
r t

he
 C

re
at

iv
e 

Ar
ts

In
st

itu
tio

n 
U

De
 M

on
tf

or
t U

ni
ve

rs
ity

U
ni

ve
rs

ity
 o

f G
lo

uc
es

te
rs

hi
re

Li
ve

rp
oo

l H
op

e 
U

ni
ve

rs
ity

In
st

itu
tio

n 
A

U
ni

ve
rs

ity
 o

f W
es

t L
on

do
n

M
an

ch
es

te
r M

et
ro

po
lit

an
 U

ni
ve

rs
ity

W
re

xh
am

 G
ly

nd
w

r U
ni

ve
rs

ity
Sc

ot
la

nd
's 

Ru
ra

l C
ol

le
ge

 (S
RU

C)
U

ni
ve

rs
ity

 o
f D

er
by

Lo
nd

on
 S

ou
th

 B
an

k 
U

ni
ve

rs
ity

In
st

itu
tio

n 
K

In
st

itu
tio

n 
P

Li
ve

rp
oo

l J
oh

n 
M

oo
re

s U
ni

ve
rs

ity
N

or
th

um
br

ia
 U

ni
ve

rs
ity

U
ni

ve
rs

ity
 o

f W
ol

ve
rh

am
pt

on
In

st
itu

tio
n 

L
Le

ed
s B

ec
ke

tt
 U

ni
ve

rs
ity

In
st

itu
tio

n 
D

In
st

itu
tio

n 
T

U
ni

ve
rs

ity
 o

f C
he

st
er

U
ni

ve
rs

ity
 o

f S
uf

fo
lk

Re
ge

nt
's 

U
ni

ve
rs

ity
 L

on
do

n
Bi

rm
in

gh
am

 C
ity

 U
ni

ve
rs

ity
Yo

rk
 S

t J
oh

n 
U

ni
ve

rs
ity

Te
es

si
de

 U
ni

ve
rs

ity
In

st
itu

tio
n 

I
U

ni
ve

rs
ity

 o
f W

es
tm

in
st

er
U

ni
ve

rs
ity

 o
f S

un
de

rla
nd

Le
ed

s A
rt

s U
ni

ve
rs

ity
U

ni
ve

rs
ity

 o
f C

um
br

ia
Ro

ya
l A

gr
ic

ul
tu

ra
l U

ni
ve

rs
ity

Pre-1992 Post-1992 Pre-1992 Average Post-1992 Average

P
age 11



10

Document Classification: KPMG Confidential

© 2019 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a 
Swiss entity. All rights reserved.

Total of non-UK/EU tuition fees (£m)
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Non-UK/EU tuition fees as a % of tuition fees and education contract income
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Movement in non-UK/EU tuition fees year on year
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Staff costs as a % of total income
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Operating cash flow as % of total income
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External borrowing as a % of total income
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Capital expenditure (£m)
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Fixed asset capitalisation threshold (£’000)
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LGPS/Own pension scheme contribution rate (%)
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LGPS/own pension scheme deficit (£’000)
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Total balance sheet pension scheme deficit (£’000)
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