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GUIDE TO USING THIS VOLUME
This volume summarises the results of a number of our financial audits.

We have attempted to adopt a ‘plain English’ style of writing. This is not always easy when
describing technical issues, but we recognise the diversity of our readership and their needs.

This Volume has three sections. Section One incorporates The Legislature.

Section Two is divided into ministerial portfolios, each containing one or more government
agencies. Each agency’s comment begins with a summary of our Audit Opinion. This is a key result
of each audit. An ‘unqualified audit opinion’ means we are satisfied that the agency has prepared
its financial report in accordance with Australian Accounting Standards (and other mandatory
requirements). It also means we believe the report has no material errors and the scope of our
audit has not been limited. If any of these aspects are not met we issue a ‘qualified audit opinion’
and explain why we did this.

The next section outlines any Key Issues we identified during the audit. These are matters such as:

significant findings or outcomes of the audit

any major developments impacting on the agency’s role or activities
key repeat findings

recommendations to Parliament.

> > > >

The Audit Opinion and the Key Issues sections represent the more important findings. By targeting
these sections, readers can quickly understand the major issues facing a particular agency, or
glance through a number of reports to assess the financial health of a portfolio.

Performance Information cover key financial and operational statistics we have identified that
help understand how well the agency is performing. Wherever possible we include comparisons with
similar agencies interstate.

The next two sections contain analysis of issues we identified during our audit. While many of these
will include suggestions for improvement, these are not as significant as the issues outlined in the
first two sections of the agency comment.

Other Information summarises any other matters noted during the audit of the agency that warrant
inclusion in this Report.

Financial Information summarises the essential information from each agency’s financial report.
While this is sufficient for a broad understanding of the agency’s financial position, readers can
access more detailed financial statements in the agency's annual report or website.

Agency Activities summarise the agency’s purpose, services, structure, relevant legislation, and its
web address.

While some ‘agency comments’ in this volume will have all of the headings outlined here, this will
vary depending on the size of the organisation and the findings of our audit.

The Agency Response appears where the head of an agency does not believe that the commentary
in our Report adequately reflects the agency's position or actions taken. As we discuss our proposed
comments with agency staff during the drafting process, few agencies ask for a formal response to
be included.

Section Three refers to Performance Audits tabled or in progress at the time of this report.
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Significant Items

Special Review - Former Department of Natural Resources

Water management invoices for 2005-06 and 2006-07 totalling approximately
$15.0 million each year are being issued in stages during 2008. These invoices are
issued to water users (largely primary producers) covering regulated, unregulated
and groundwater water sources.

University Overview

Six of the State’s ten universities meet the four Australian benchmarks for university
financial performance.

The State’s universities now control 124 separate entities increasing the universities
compliance costs and governance risks.

Six universities have been using pre-retirement employment contracts. The
universities need to liaise with the Australian Government’s Department of
Education, Employment and Workplace Relations on the extent of use of these
contracts.

Charles Sturt University

The expansion of the overseas campus activities has significantly increased the
University’s compliance requirements.

Macquarie University

A private hospital and a clinical services building is to be constructed on the
University's campus at a cost of $112 million.

The University of Sydney
The University's Nicholson and Maclaey Museum assets needs to be revalued.

Annual Leave balances for 1,671 academic and general staff exceed the maximum
allowed threshold.

University of New South Wales

The closure of the University’s Singapore campus resulted in the University assuming
$47.6 million of UNSW Asia’s liabilities and closure costs in 2007.

A number of employment related issues were identified by management requiring
‘Notices of Voluntary Disclosures Pending’ being sent to authorities advising of
possible underpayment of taxes and superannuation obligations.

The University’s investigation into matters relating to Co-operative Research Centre
for Eye Research and Technology started five years ago and is still incomplete.

University of Technology, Sydney

To increase the University’s oversight of its main subsidiary, Insearch Limited’s Board
was reconstituted in 2007 to enhance corporate governance.

The University submitted to the Minister of Planning its concept plan to re-zone the
Ku-ring-gai campus site to permit a wider range of uses, including residential.
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Significant Items

Page
Game Council of New South Wales

The Council continues to experience challenges in ensuring its ongoing financial 79
viability.



Special Review

Former Department of Natural Resources






Former Department of Natural Resources

On 4 October 2007, the Treasurer requested | undertake an investigation of the delay in issuing
water management bills by the former Department of Natural Resources. My report is below:

On 4 October 2007, you requested | investigate the causes why the former Department of Natural
Resources (DNR) and subsequently the Department of Water and Energy (DWE) did not issue water
management invoices for the financial year 2005-06 and 2006-07. These invoices would normally have
been issued in August/September 2006 and August/September 2007.

| have completed my investigation and my findings are below. | provided my draft findings to the
individuals who assisted me in my investigation. A chronology of events is included as an Appendix to

this letter.

Findings

A Former DNR in October/November 2006 was preparing proposal as via draft Cabinet minutes to
waive management charges.

A Senior Executives of the former DNR were aware, at least from November 2006, that water
management invoices had not been issued. Some of these Senior Executives transferred to the
DWE in April 2007.

Confusion over who made decision to defer invoices.

A In February 2007 the former DNR advised State Water Corporation that invoicing should
commence, although there is no evidence of approval from Senior Management.

A No common understanding amongst former DNR Senior Executives as to who was responsible to
issue invoices.

A Unable to review documents recording decision at senior levels within the former DNR as
records no longer exist or may not have existed.

A Evidence that the then Director-General was of the view that the former DNR maybe
experiencing cash flow issues in January 2007. There is no evidence of the outcome of
follow-up by the then Director-General.

A No clear evidence of former DNR’s decision to invoice separately from State Water.

No clear evidence of former DNR’s senior management taking action to resolve outstanding
issues and complete invoicing process.

A Former DNR did not assign to one person the task of project managing the production of
separate invoices.

A Process to establish Biller code and Bpay facility commenced in August 2006 by former DNR
and completed by Department of Commerce in late May 2007.

A There was no formal Service Level Agreement (SLA) between the former DNR and State Water
for the 2005-06 billing period.

A The SLA signed between State Water and DWE in July 2007 trying to cover 2005-06 and 2006-07
billing years contained a number of flaws.

A State Water experienced computer related difficulties in June 2007 to late July 2007. During
this and subsequent periods DWE requested State Water defer invoicing. Last email from DWE
19 September 2007, invoices on hold until further advice from DWE.

A DWE took initial steps to gain Ministerial approval to issue outstanding invoices prior to your
request that this matter be investigated.

A DWE has created a Chief Financial Officer position as a senior member of the Executive team

and created a strengthened Audit and Risk Committee to oversight financial management and
reporting within DWE.
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Recommendations

A Project sponsors ought to be assigned to projects involving system and/or processing changes.
Project sponsors need to be at a senior organisational level.

A Project plans and reporting protocols should be prepared for all projects involving system
and/or processing changes

A All papers submitted to Boards of Management ought to be retained, either in electronic form
or hardcopy

A When departments are dissolved, all key documents ought to be archived. This will help
ensure compliance with the State Records Act, 1998

A DWE ensures that new governance arrangements are implemented effectively and monitored.

Background

The former DNR was established in August 2005, following the break-up of the Department of
Infrastructure, Planning and Natural Resources which had been created in 2003. | have been advised
that the former DNR inherited an operating deficit of around $36.0 million per annum, and strategies
were immediately put in place to reduce the operating deficit, including a voluntary redundancy
program which resulted in the loss of about 120 staff. The former DIPNR had previously shed
approximately 350 staff to the newly created Catchment Management Authorities, and a further 500
staff in an earlier voluntary redundancy program.

In 2006-07 the former DNR was restructured.

The DWE was established on 27 April 2007. From that date, this Department is responsible for the
issue of water management invoices.

State Water issued the water management invoices on behalf of the former DNR. This practice goes
back to when State Water was a component of the former Department of Land and Water
Conservation (DLWC).

In 2004-05, State Water collected the monies and determined the portion to be paid to the former
DNR. I understand that for a number of years, the flow of funds to the former DNR was slow and
difficult to reconcile with the expectations of the former DNR.

In 2006, the Independent Pricing and Regulatory Tribunal determined separate charges for State
Water and the former DNR. This provided the opportunity to issue invoices separate from those issued
by State Water.

In broad terms, State Water charges water users to recover its costs in the capturing and storage of
water, flood management and other functions specified in the State Water Corporation Act 2004. The
former DNR charged water users to recover its costs in constructing, maintaining and operating water
management works and other functions specified in the Water Management Act 2000. Each entity’s
charges contain both fixed and variable components.

| understand that the water management invoices outstanding are for the 2005-06 and 2006-07 water
years covering:

A Regulated Rivers;
A Unregulated Rivers; and
A Ground Water sources.

Was Senior Management aware that the Water Management Invoices were not issued?

From November 2006, Senior Executives of the former DNR were aware that State Water had not
issued water management invoices on behalf of the former DNR. The Director-General of the former
DNR as well as the Executive Director, Water Management and the Executive Director, Corporate
Services were aware the invoices were not issued on time.

Employees, including Senior Executives, of the Water Management Branch of the former DNR largely
transitioned to the DWE.



There is confusion if a Senior Executive of the Water Management Branch made the decision to defer
issue of the water management invoices in respect of surveyed water users on unregulated rivers.
This occurred in early February 2007 when invoicing was deferred until April 2007. This Senior
Executive advises us invoicing was not to be deferred, only letters to Council/users surveying water
use were not to be sent. In any event, the message to State Water was to defer the issue of these
invoices until April 2007.

In late February 2007, staff from the former DNR advised State Water that invoicing of all water
charges should commence on or immediately after 2 April 2007. The same staff sought approval for
this course of action from a Senior Executive of the Water Management Branch prior to
communicating with State Water. We found no record of any response from that Senior Executive.

The DWE has been working towards issuing the 2005-06 water management invoices. Because issues
surrounding the 2005-06 water management invoices were not resolved before August 2007, the
2006-07 water management invoices have not yet been issued. | understand DWE have approval to
start issuing invoices in December 2007.

Departmental Governance Arrangements

The former DNR’s Senior Executives, most interested in the issuing of water management invoices,
have no common understanding on who was responsible for issuing the water management invoices.

The Executive Director, Water Management is of the view that billing was the responsibility of the
former DNR’s Finance Branch. | have evidence of staff within the Water Management Branch
communicating with State Water on the invoicing process and the steps involved in invoicing. | also
have evidence of Water Management Branch staff communicating with the Finance Branch on
establishing Bpay facilities.

The former Executive Director, Corporate Services in DNR believes the former DNR’s Finance Branch
had no role to play in issuing the water management invoices.

My staff were unable to review documents recording the decisions made at senior levels. Where
agenda, minutes and papers may have existed, members of the former DNR’s Board of Management
informed us that they no longer have copies. My staff spoke to three former DNR Board of
Management members and they have no common memory on the existence of meeting papers. The
former DNR had a Board of Management which met every two to four weeks.

The former DNR’s Board of Management comprised: the Director-General; Executive Director, Water
Management; Executive Director, Landscapes and CMA Support; Executive Director; Compliance and
Licensing; Executive Director, Science and Information; Executive Director, Corporate Services.

Financial Information

| have been provided with a former DNR finance report for the nine months ended 31 March 2007. |
have been informed the data in this report is indicative of financial reports submitted to the former
DNR’s Board of Management. The report is accrual based and made no reference to invoicing
difficulties. The report states that income is ‘“marginally under budget’.

There is evidence which suggests that the then Director-General was aware that the former DNR was
experiencing cash flow issues in January 2007. The then Director-General followed up on this issue in
January 2007. | have no evidence as to the outcome of that enquiry. The then Director-General
informs us that the then Chief Financial Officer’s advice indicated that the former DNR’s revenue was
tracking satisfactorily.

Senior staff within the former DNR finance team changed in December 2006 and again in April 2007.
The loss of senior finance staff did not hinder the resolution of issues surrounding the water
management invoices. To some degree, this was compensated by employment stability within the
Water Management Branch.

The Decision to have Separate Invoices

I have no clear evidence of the former DNR’s decision to issue invoices separate from State Water.



Former DNR staff suggested to my staff that the Independent Pricing and Regulatory Tribunal (IPART)
determination for Bulk Water Prices for State Water Corporation and the Water Administration
Ministerial Corporation from 1 October 2006 to 30 June 2010 prompted the desire to have separate
invoices. IPART issued this report in September 2006.

| have copies of emails dated from June 2006 which suggests separate invoices would be a solution to
the slow receipt of funds from State Water. State Water and the former DNR discussed issuing
separate invoices. These discussions appear to have commenced in June/July 2006.

| have no evidence of the former DNR’s senior management taking action to resolve outstanding
issues and complete the invoicing process.

The former DNR did not assign to one person the task of project managing the production of separate
invoices. It took the former DNR some months to establish the appropriate Biller code and Bpay
facility. The process to obtain Biller code and Bpay facility appears to have commenced in August
2006. The Department of Commerce (the successor of the former DNR’s Corporate Shared Services)
completed the process in late May 2007. Delays in obtaining Biller code and Bpay facility were
reported to relevant members of the former DNR’s Board of Management in January 2007.

The former DNR’s finance function was split between a service provider and the Department. The
service provider, Corporate Shared Services was part of the former DNR. Corporate Shared Services
established the Biller code and Bpay facility. The former DNR Finance Manager negotiated the
establishment of the facility with middle level staff within the Corporate Shared Services.

Other difficulties encountered by the former DNR with separate billings were invoice design, the
information flyers and letters to landholders explaining the separate invoices. These documents
appear to have been completed at the same time as finalising the Biller code and Bpay facility.

The SLA between the former DNR and State Water

There was no formal SLA between the former DNR and State Water Corporation for the 2005-06 billing
period. A SLA was signed in July 2007 between DWE and State Water Corporation. It tries to cover the
2005-06 and 2006-07 billing years.

This SLA has a number of flaws in it. It makes reference to the former DNR and it assigns task
responsibilities to a person who did not transition to the newly created DWE in May 2007, some three
months before the SLA was signed.

The SLA nominated persons to complete various roles. The staff members nominated to complete
tasks on behalf of DWE are middle management. DWE advised me that the newly created position of
Chief Financial Officer will be accountable for billing in the future.

Proposed Waiving of Water Charges

Email traffic | have seen suggests that, from August 2006, the former DNR was negotiating with State
Water for the water management invoices to be issued. This included October/November 2006 when
the former DNR was preparing proposals via draft Cabinet Minutes to waive water management
charges for consideration by the government. The proposals to waive water management charges
appear to have occupied a number of weeks and staff of the former DNR considered a range of
options.

Water management invoices were traditionally sent out by State Water in August and September.
Some Senior Executives my staff spoke to suggest that the draft proposals to waive water
management charges were linked to the invoices not being issued on time.

State Water’s Role

State Water experienced computer related difficulties in June 2007 until late July 2007. During the
period and subsequent periods, DWE requested State Water to defer invoicing. The last email | have
from DWE requesting State Water to place the invoicing on hold was 19 September 2007. At that
time, the invoicing was on hold until further advice from DWE.



What Action Has Been Taken in Relation to This Matter?

The DWE had taken initial steps to gain Ministerial approval for the issuing of outstanding invoices
prior to your request that this matter be investigated. In addition the Director-General of DWE has
established a small team of senior Departmental officers to resolve the issue of billing of outstanding
water charges and budget issues generally.

Responsibilities for future financial arrangements have been clarified in DWE by the establishment of
a Chief Financial Officer position as a senior member of the Executive team (recruitment action is
currently underway) and the creation of a strengthened Audit and Risk Committee to oversight
financial management and reporting within DWE.

Approval to issue the outstanding invoices has been received, and a fortnightly update on progress in
issuing the bills is emailed to the Director-General, Deputy Director-General Water Management and
other relevant staff.

The lack of clarity in responsibilities regarding invoicing that | have identified in the former DNR have
been recognised by the Director-General of DWE, and a series of steps have been put in place to
address this previous deficiency.

Sources of information
Discussions with:

Mr Mark Duffy, Director-General, Department of Water and Energy

Mr David Harriss, Deputy Director-General, Department of Water and Energy; former DNR
Executive Director, Water Management

A Dr Richard Sheldrake, Deputy Director-General, Department of Environment and Climate
Change; former DNR Director-General

A Mr Kim Alvarez, Director, Department of Water and Energy; former DNR Director, Water
Planning and Interstate Programs

A Mr Glenn Smith, Director, Corporate Services and Review, Department of Commerce; former
DNR Executive Director, Corporate Services

Documents
A Various emails from June 2006 to September 2007.
A Service Level Agreement dated July 2007

Should you have any queries in relation to the above, please do not hesitate to contact me on
9275 7100.
Yours sincerely

Peter Achterstraat
Auditor-General

20 December 2007
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APPENDIX

Date Event
September/October 2005 State Water issued the 2004-05 water management invoices
June 2006 Discussions between the former DNR and State Water to
issue separate invoices commenced
August 2006 The former DNR commenced process to establish Biller code

and Bpay facility
Former DNR staff in discussion with State Water to issue the
water management invoices

September 2006 IPART issue price determination for separate State Water
and Water Administration Ministerial Corporation charges

October/November 2006 The former DNR was preparing draft Cabinet minutes to
waiver water management invoices

November 2006 Director-General of the former DNR knew water
management invoices did not issue

January 2007 Director-General of the former DNR identified cash flow
issues

Delays in obtaining Biller code and Bpay facility reported to
the former DNR Board of Management

Early February 2007 The issue of the water management invoices in respect of
surveyed water users on unregulated was deferred

Late February 2007 Staff from the former DNR advised State Water to issue the
water management invoices from 2 April 2007

March 2007 Director-General and Executive Director, Corporate Services

of the former DNR advised by the Chief Financial Officer
that the former DNR’s revenue was tracking satisfactorily.

April 2007 DWE created

May 2007 Biller code and Bpay facilities established

June 2007 State Water experienced computer difficulties

July 2007 SLA signed to cover the years 2005-06 and 2006-07

August 2007 DWE resolving issues surrounding the late issue of the
2005-06 water management invoices

August 2007 DWE receive approval to issue 2006-07 water management

invoices and established a timetable to issue 2005-06 water
management invoices

19 September 2007 DWE advised State Water to hold off on issuing the 2005-06
water management invoices
December 2007 DWE have approval to start issuing invoices

xii



Section One

The Legislature

Audit of Members’ Additional Entitlements






Audit of Members’ Additional Entitlements

AUDIT OPINION

Members substantially complied with the requirements of the Parliamentary Remuneration
Tribunal’s (PRT) Determination for the year ended 30 June 2007.

KEY ISSUES

Taxi Vouchers

We recommend that a declaration stating taxi vouchers will only be used for Parliamentary
purposes, should be signed by Members, and an adequate description of the journey always
recorded.

Members are currently not required to sign a declaration that taxi vouchers are to be used for
Parliamentary purposes only. Descriptions on the taxi vouchers issued by the Legislative Assembly
were at times not sufficient to establish the purpose of the journey.

Sydney Allowance

We recommend that the procedures for processing claims should be enhanced to ensure
Members who claim the Sydney Allowance submit their refund on a timely basis.

The Sydney Allowance is provided to Members who reside in non-metropolitan electorates to
compensate for the additional costs associated with staying in Sydney to attend to Parliamentary
business. A Member can choose to receive the Sydney Allowance as either an annual fixed
allowance or a daily rate. The election is made at the start of each financial year by each member.

More Members receiving this entitlement annually submitted their reconciliations on time in
2006-07 compared to the previous year. However, 22 per cent were still late and further
improvement is needed.

The status of annual reconciliations is as follows:

Year ended 30 June Legislative Assembly Legislative Council

2007 2006 2007 2006

Members receiving entitlement on

an annual basis 25 21 7 7
Members’ reconciliations submitted
on time 21 14 4 1

Source: The Legislature

Auditor-General’s Report to Parliament 2008 Volume Two 3




Audit of Members’ Additional Entitlements

OTHER INFORMATION
Electorate Mailout Account (EMA)

Members of the Legislative Assembly are provided with an annual amount to fund the cost of
preparing and distributing newsletters to their electorate.

Voter awareness of a Parliamentary Candidate prior to an election can influence the electoral
result. The graph below indicates Members of the Legislative Assembly spent their EMA allowance
and communicated with their constituents more in the month immediately preceding the election
(held in March 2007) than at any other time during 2006-07. Also, because unexpended funds
cannot be carried over to the following financial year, it appears that members spent an increased
amount of EMA allowance in June of the year preceding the election year.

Electoral Mailout Account
2,000 -
1,500 -
1,000 -

502:. EE@DJETEEE EE’_E

$'000

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun

0 2005-06 m 2006-07

The PRT determined that Members of the Legislative Assembly are to be provided with an annual
amount to fund the preparation and distribution of letters/newsletters to each constituent in their
electorate on two occasions each year. Members cannot carry forward unspent entitlements from
one financial year to another.

Members spent $4.5 million of the total available allocation of $5.7 million for 2006-07.

The Role of the PRT

The PRT’s principal function is to determine ‘additional’ entitlements available to Members of
Parliament.

These additional entitlements fall into two categories:

A allowances:
6 Electorate Allowance
G Sydney Allowance
6 Committee Allowance
A fixed allocations:
6 Electorate to Sydney travel
G Logistic Support Allocation
G Electorate Mailout Account for Members of the Legislative Assembly
G Electorate Charter Transport for Members of the Legislative Assembly
G Travelling allowance for Recognised Office Holders
6 Equipment services and facilities
A the Legislature pays the additional entitlements where Members incur the actual costs. It can
either reimburse the Member or pay third parties (e.g. travel providers) for services to the
Member.

4 Auditor-General’s Report to Parliament 2008 Volume Two




Audit of Members’ Additional Entitlements

The additional entitlements determined by the PRT are separate to:

A Members’ annual basic salaries, set by the Parliamentary Remuneration Act 1989 (the Act)

A additional salaries paid to Ministers and certain other office holders, set out in Schedule 1 of
the Act as varying percentages of their basic salaries

A expense allowances paid to Ministers and certain other office holders, set out in Schedule 1
of the Act as varying percentages of their basic salaries.

Audit of Entitlements

Each year we audit a sample of Members’ Additional Entitlements and their Sydney Allowances, in
accordance with Australian Auditing Standards, to obtain reasonable assurance that payments to
Members comply with the provisions of the PRT Determination. Our procedures include examination
of evidence supporting individual Member’s claims.

Auditor-General’s Report to Parliament 2008 Volume Two 5







Section Two

Commentary on Government Agencies






Minister for Climate Change,
Environment and Water

Jenolan Caves Reserve Trust






Jenolan Caves Reserve Trust

AUDIT OPINION

The audit of the Trust’s consolidated financial report for the year ended 30 June 2006 resulted in
an unqualified Independent Auditor’s Report.

The audit of the Trust’s controlled entity, the Jenolan Caves Reserve Trust Division, is not yet
complete.

The delay in finalisation of the audit resulted from the acquisition of Jenolan Caves House by the
Trust, the transfer of various Reserves to another agency and the necessity to obtain independent
valuations of certain assets.

OTHER ISSUES

In January 2004, the Minister appointed an Administrator to the Trust to implement the structural
changes recommended by the Council on the Cost and Quality of the Government’s review.
Included was the facilitation of the transfer of the administration of the Wombeyan, Abercrombie,
Borenore and Jenolan Caves to the then Department of Environment and Conservation.

Effective July 2006, certain assets, rights and liabilities of the Trust were transferred to the
Director-General, Department of Environment and Climate Change.

This included the Wombeyan, Borenore and Abercrombie Karst Conservation Reserves and the

non-commercial area of the Jenolan Karst Conservation Reserve. The Trust retains responsibility for
the visitor use and service zone pending the adoption of a new plan of management.

FINANCIAL INFORMATION

Year ended 30 June 2006 2005

$’000 $’000
Revenue 6,432 5,995
Expenses 11,929 6,392
Deficit 5,498 397
Net assets (at 30 June) 20,845 26,342

The main factor in the increase in revenue was higher interest earnings, up $571,000 to $857,000
and an increase in funding from Government which rose by $420,000. This was offset by a fall of
$460,000 in grants received.

Net assets fell by $5.5 million to $20.8 million. Total assets at $25.7 million were $2.8 million lower
than the previous year whilst total liabilities rose by $2.7 million to $4.8 million.

Due to the then lessee of Jenolan Caves House, Jenolan Caves Resort Pty Ltd (the Company),
encountering difficulties with its funding provider, the mortgagee exercised its rights to possession.
Following negotiations an agreement was reached between the Administrator of the Company, the
Trust Administrator and St George Bank involving the transfer back to the Trust of the lease and the
plant and equipment of Jenolan Caves House. This led to a $6.5 million write-down of the lease
receivable.

Auditor-General’s Report to Parliament 2008 Volume Two 11




Jenolan Caves Reserve Trust

TRUST ACTIVITIES

The Trust was constituted under the National Parks and Wildlife Act 1974. The principal activities
of the Trust were environmental conservation, cave interpretation, and provision of tourism and
accommodation facilities at Jenolan, Borenore, Wombeyan and Abercrombie Caves.

Its objectives were to conserve the natural and cultural resources of the Jenolan, Abercrombie,
Wombeyan, and Borenore Karst Conservation Reserves; and to promote them as leading visitor
destinations in a manner that is environmentally, culturally, and commercially sustainable.

For further information on the Trust, refer to www.jenolancaves.org.au.

CONTROLLED ENTITY
Jenolan Caves Reserve Trust Division
The Jenolan Caves Reserve Trust Division provides personnel services to the Trust. It assumed

responsibility for all employee related expenses and liabilities which are then funded by the Trust
as they are required to be paid. The Division will always record a nil result.

12 Auditor-General’s Report to Parliament 2008 Volume Two




Minister for Education and Training

Universities Overview
Universities:

Charles Sturt University
Macquarie University
Southern Cross University

The University of Sydney
University of New England
University of New South Wales
University of Newcastle
University of Technology, Sydney
University of Western Sydney

University of Wollongong

Refer to Appendix 1 for:

CHEC English Language Centre
Technical Education Trust Funds

Unilinc Limited
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Universities Overview

There are ten universities established under State legislation providing higher education in New
South Wales:

A Charles Sturt University (CSU) A University of New South Wales (UNSW)
A Macquarie University (MU) A University of Newcastle (UN)

A Southern Cross University (SCU) A University of Technology, Sydney (UTS)
A The University of Sydney (TUS) A University of Western Sydney (UWS)

A University of New England (UNE) A University of Wollongong (UW).

AUDIT OPINION

The audits of all ten universities’ 2007 financial reports resulted in unqualified Independent
Auditor’s Reports.

PERFORMANCE INFORMATION
Financial Performance

Six of the State’s ten universities meet the four Australian benchmarks for university financial
performance.

The liquidity of three universities is marginally below the benchmark range. The University of New
South Wales recorded the only operating loss and the University of New England is the most reliant
on Australian Government funding.

The Australian Government’s Department of Education, Employment and Workplace Relations
(DEEWR) has identified a number of benchmark indicators for the financial performance of
universities. These measures include liquidity, diversity of revenue, employee benefits and
on-costs, and operating result. The following table summarises each university’s performance at
31 December 2007 against these benchmarks.

University DEEWR Benchmark Achieved
Liquidity - current Australian Employee benefits Positive operating
ratio between 1.5 Government grants & on-costs result as
and 3.0 not more than 50% between 50% - 70% percentage of total
of total operating of total operating operating revenue
revenue revenue
Charles Sturt Yes Yes Yes Yes
Macquarie Yes Yes Yes Yes
Southern Cross No Yes Yes Yes
Sydney Yes Yes Yes Yes
New England No No Yes Yes
New South Wales No Yes Yes No
Newcastle No Yes Yes Yes
Technology, Sydney Yes Yes Yes Yes
Western Sydney Yes Yes Yes Yes
Wollongong Yes Yes Yes Yes
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A “No’ result indicates the university did not meet the DEEWR benchmark and is performing outside
its general better practice guideline. These are discussed in further detail below.

The criteria and calculation of these benchmarks are presented in the aggregated tables on pages
21 to 23 of this overview.

Liquidity

For 2007, three universities did not meet the DEEWR benchmark. DEEWR considers a liquidity ratio
of less than 1.5 as being below its general better practice guidelines. Southern Cross University
marginally exceeded DEEWR’s upper benchmark of three. Southern Cross University advised us that
it has a significant capital works program which will result in the ratio returning to within the
better practice range.

DEEWR’s benchmark current ratio is based on the traditional formula of current assets divided by
current liabilities. Because the definition of current liabilities has changed significantly under
Australian Accounting Standards, we have adjusted the balance reported in each university’s
financial report to present a more useful measure of their liquidity. The adjustment also allows us
to present a ratio that is more consistent with DEEWR’s benchmark liquidity measure.

Australian Accounting Standards require an entity to report all unconditional liabilities as current
irrespective of when it expects to settle these liabilities. We have excluded long service leave
except for what is expected to be settled in the next 12 months.

The graph below depicts the trend in all New South Wales universities’ liquidity ratios over the past
two years.

Liquidity Ratio at 31 December

0 T T T T T T T T 1
CSU MU SCU TuUS UNE UNSW UN UTS UuUwsS uUw

—— 2006
2007
- - - - DEEWR better practice liquidity range
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However, another DEEWR guideline, the Annual Institutional Assessment Framework, suggests a
current ratio of more than one is low risk, between 0.75 and one is medium risk, and less than or
equal to 0.75 is high risk. Using this benchmark, none of the universities would be considered high

risk.

Diversity of Revenue

One way universities can reduce their financial risks is by diversifying their revenue sources. Each
university has a different capacity to generate revenue. Their ability to do so depends on factors

such as location, size, perceived standing and student profiles.

The breakdown of total university revenue is shown below:

Sources of Revenue - at 31 December
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Year

2006

2007

Australian Government grants and HECS have remained fairly constant over the last five years. The
declining trend in fees and charges has been offset by increases in other income. A further
dissection of revenue is shown below.

Australian Government grants

HECS

Fees and charges

- Student fees - Domestic
- Student fees - Overseas
- Consultancy and contracts
Total fees and charges
Other income

- Investment income

- Other

Total other income

Total operating revenue
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2003

1,

3,

$m

466
591

170
612
191
973

110
630
740
770

2004
$m

1,421
604

163
661
215
1,039

143
715
858
3,922

2005
$m

1,669
615

172
715
230
1,117

159
728
887
4,288

2006

$m

1,823
679

177
728
260
1,165

230
805
1,035
4,702

2007

$m

1,957
738

187
794
267
1,248

283
849
1,132
5,075
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Total operating revenue increased by 35 per cent over the last five years. The major source of
revenue is Australian Government grants which increased by 33 per cent since 2003. DEEWR expects
Australian Government grants to be not much more than 50 per cent of operating revenue. All
universities except the University of New England continued to achieve this expectation.

In 2007, the Australian government announced its major policy initiatives that included the phasing
out of domestic undergraduate full fee paying places from 1 July 2009. Revenue from full fee
paying domestic students rose ten per cent over the last five years. For 2007, these fees were
four per cent of total operating revenue.

Fees and charges increased by 28 per cent over the last five years. Revenue from fee-paying
overseas students has increased by 30 per cent over the last five years. For individual universities,
revenue from fee-paying overseas students as a percentage of total operating revenue ranged from
five per cent to 27 per cent for 2007.

Since 2003 there has been a 40 per cent increase in consultancy and contracts revenue. In the same
period other income increased by 53 per cent with investment income rising by 157 per cent.

Employee Benefits and On-Costs

DEEWR monitors the ability of universities to meet essential needs by measuring employee benefits
and on-costs as a percentage of total revenue. All ten universities had employee benefits and
on-costs within DEEWR’s good practice benchmark of 50 per cent to 70 per cent. Universities
ranged between 51 per cent for the University of Sydney to 60 per cent for the University of
Western Sydney.

Operating Result

Although universities are not-for-profit organisations, DEEWR considers the operating result a useful
measure of financial performance.

Universities had a combined surplus of $386 million in 2007 ($370 million in 2006). More information
on their performance is included in individual university comments within this Volume.
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The graph below illustrates the trend in operating result as a percentage of total operating
revenues over the past five years. Nine universities reported a surplus for 2007 (all reported
surpluses in 2006). Half the universities improved their results with the biggest improvement in
percentage terms being Macquarie University at 246 per cent. This was primarily due to assets
being transferred from preceding student organisations. The University of New South Wales was the
only University to record a loss, of $6.5 million. This was primarily attributable to the closure of its
educational services controlled entity in Singapore (UNSW Asia) and provisioning for other possible
employment related taxes and superannuation obligations.

Operating Result as % of Total Operating Revenue at 31 December
9% -
8% -
7% -
6% -
5% -
4% -
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1% A
0%

2003 2004 2005 2006 2007

Year

As a proportion of operating revenues, the 2007 surpluses ranged from two per cent (University of
New England) to 14.3 per cent (The University of Sydney). The increase in overseas student fees
and favourable investment performance are the primary factors contributing to the improvement in
the universities’ operating results over the past five years.

Operational Performance

New South Wales universities’ student to academic ratio of 26.7 is the third highest of any
jurisdiction. New South Wales university ratios ranged from 20.3 for the University of New South
Wales to 35.5 for Southern Cross University. Some universities have expressed concern that this
ratio is misleading as it includes students enrolled with partner organisations but not teaching staff
of those organisations. Accordingly, the information included within this report should be
considered within this context.

The ratio of equivalent full-time (EFT) students to full-time equivalent (FTE) academics (excluding
staff not involved in teaching) is one indicator of education quality. From a student academic
perspective, the lower the ratio the better. However, from a financial viewpoint, a lower ratio may
translate into higher total salaries and related costs. This may adversely impact financial
performance benchmarks.

At the date of preparing this Report, DEEWR statistics for 2007 were not available. Statistics for
2006 show the ratio for more than half of Australia’s university jurisdictions increased. New South
Wales universities in aggregate recorded the third highest ratio of all jurisdictions (also third
highest in 2005 and 2004).
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Jurisdiction Number of EFT FTE Student : Academic
Universities Students Academics Ratio

2006 2006 2006 2005 2004
New South Wales 10 201,563 7,532 26.7 25.7 26.0
Victoria 8 182,106 6,788 26.8 26.2 26.5
Queensland 7 131,289 4,762 27.6 28.0 29.1
South Australia 3 48,756 1,970 24.7 24.5 25.4
Western Australia 5 71,006 2,731 26.0 25.5 25.3
Tasmania 1 13,267 537 24.7 24.3 25.6
Northern Territory 1 3,081 173 17.8 18.6 16.8
Australian Capital Territory 2 18,210 898 20.3 22.1 22.3

Source: Australian Government Department of Education, Employment and Workplace Relations.
Aggregated Results of Operations, Financial Position and Performance Indicators

As in previous years we have eliminated deferred income and deferred expenses for superannuation
from the tables.

As mentioned previously in this Report, the Australian Accounting Standards require an entity to
report all unconditional liabilities as current irrespective of when it expects to settle the liability.
We have excluded long service leave except for what is expected to be settled in the next
12 months.

The tables on the following pages aggregate the results of operations, financial positions and
performance indicators for the universities and their controlled entities.
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PERFORMANCE INFORMATION

Charles Sturt Macquarie Southern Cross Sydney
2007 2006 2007 2006 2007 2006 2007 2006
$m $m $m $m $m $m $m $m

Abridged Income Statements (year ended 31 December)

Total revenue 297.7 257.3 463.0 415.7 141.3 119.6 1,304.7 1,211.0
Total expenses 265.8 240.8 408.4 399.9 125.2 114.3 1,117.5 1,020.5
Outside equity

interest/other -- -- -- -- -- -- -- 0.1
Operating result 31.9 16.5 54.6 15.8 16.1 5.3 187.2 190.6

Abridged Balance Sheets (at 31 December)

Total assets 669.1 642.5 1,386.9 1,229.5 221.1 209.7 3,846.7 3,778.9
Total liabilities 125.8 138.4 254.7 281.3 38.5 43.3 616.5 654.4
Net assets 543.3 504.1 1,132.2 948.2 182.6 166.4 3,230.2 3,124.5

Performance Indicators (at 31 December)

Current ratio (a) 1.9 1.2 2.1 1.6 3.1 2.0 1.6 1.3

Australian
Government
grants as a % of
total revenue (b) 46.0 41.2 26.2 28.3 46.3 45.5 37.2 38.2

HECS as a % of total
revenue (b) 20.0 22.7 12.1 12.3 21.2 22.2 9.8 10.2

Fees and charges as
a % of total
revenue (b) 16.1 17.5 43.0 45.3 14.5 15.5 19.5 18.4

Employee Benefits
and on-costs as a
% of total
revenue (c) 57.2 58.3 51.7 57.0 53.1 57.3 51.3 49.0

Operating result as a
% of total
revenue (d) 10.7 6.4 11.8 3.8 11.4 4.4 14.3 15.7

Student numbers -
EFT * nya 19,159 nya 20,788 nya 8,870 nya 35,582

Students per
academic* nya 33.9 nya 28.9 nya 35.5 nya 22.6

Key: All data except ‘Student numbers’ and ‘Students per academic’ are based on the universities’ financial reports.

They reflect the key indicators set out in the February 2000 Department of Education, Employment and Workplace
Relations publication ‘Benchmarking: A Manual for Australian Universities’. That publication considers:

(a) Current Ratio - an indicator of liquidity. Good practice is a ratio of more than 1.5 to less than three.

(b) Diversity of Revenue - Universities should reduce financial risks from reduction or failure of an income source by
having three or four major income sources with none below five per cent for any one source and preferably all above
15 per cent. Reliance on Australian Government funding should be decreasing, preferably to not much more than
50 per cent.

(c) Employee Benefits and on-costs as a percentage of Total Operating Revenue - Good practice is between 50 per cent
and 70 per cent.

(d) Operating Result as a percentage of Total Operating Revenue - The essence of good practice is to have a reasonable
safety margin that should be positive other than in exceptional years, the rationale for which should be reported in
the university’s annual report.

*  Source: Australian Government Department of Education, Employment and Workplace Relations: Publications -
Higher Education Statistics Collection. The academic numbers represent ‘Teaching Only’ and ‘Teaching and
Research’.

nya Not yet available.
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New England New South Wales Newcastle Technology, Sydney
2007 2006 2007 2006 2007 2006 2007 2006
$m $m $m $m $m $m $m $m

Abridged Income Statements (year ended 31 December)

Total revenue 205.9 192.9 1,010.5 948.3 415.0 383.7 464.0 426.1
Total expenses 201.8 189.7 1,016.8 932.5 392.8 348.2 426.8 408.4
Outside equity

interest/other - - (0.2) - -- 0.4 0.6 1.3
Operating result 4.1 3.2 (6.5) 15.8 22.2 35.9 37.8 19.0

Abridged Balance Sheets (at 31 December)

Total assets 368.8 379.4 2,136.0 1,952.5 975.0 970.0 1,239.6 1,143.4
Total liabilities 135.9 155.2 736.0 721.2 218.3 240.3 280.8 337.9
Net assets 232.9 224.2 1,400.0 1,231.3 756.7 729.7 958.8 805.5

Performance Indicators (at 31 December)

Current ratio (a) 1.4 1.5 0.9 0.6 1.2 1.6 1.9 1.4

Australian

Government

grants as a % of

total revenue (b) 51.1 47.4 38.3 39.0 42.7 42.8 32.3 31.7
HECS as a % of total

revenue (b) 19.0 19.5 10.1 9.6 17.5 16.3 17.7 17.6
Fees and charges as

a % of total

revenue (b) 20.4 23.4 30.7 30.1 18.1 19.5 33.9 36.7

Employee Benefits
and on-costs as a
% of total
revenue (c) 55.9 58.7 55.1 58.5 53.3 51.7 55.1 57.5

Operating result as %
of total revenue

(d) 2.0 1.7 (0.6) 1.7 5.3 9.4 8.2 4.5
Student numbers EFT

* nya 9,174 nya 27,289 nya 17,804 nya 23,090
Students per

academic* nya 22.4 nya 20.3 nya 28.9 nya 30.7

Key: All data except ‘Student numbers’ and ‘Students per academic’ are based on the universities’ financial reports.

They reflect the key indicators set out in the February 2000 Department of Education, Employment and Workplace
Relations publication ‘Benchmarking: A Manual for Australian Universities’. That publication considers:

(a) Current Ratio - an indicator of liquidity. Good practice is a ratio of more than 1.5 to less than three.

(b) Diversity of Revenue - Universities should reduce financial risks from reduction or failure of an income source by
having three or four major income sources with none below five per cent for any one source and preferably all above
15 per cent. Reliance on Australian Government funding should be decreasing, preferably to not much more than
50 per cent.

(c) Employee Benefits and on-costs as a percentage of Total Operating Revenue - Good practice is between 50 per cent
and 70 per cent.

(d) Operating Result as a percentage of Total Operating Revenue - The essence of good practice is to have a reasonable
safety margin that should be positive other than in exceptional years, the rationale for which should be reported in
the university’s annual report.

*  Source: Australian Government Department of Education, Employment and Workplace Relations: Publications -
Higher Education Statistics Collection. The academic numbers represent ‘Teaching Only’ and ‘Teaching and
Research’.

nya Not yet available.

Auditor-General’s Report to Parliament 2008 Volume Two




Universities Overview

Western Sydney Wollongong Total
2007 2006 2007 2006 2007 2006
$m $m $m $m $m $m

Abridged Income Statements (year ended 31 December)

Total revenue 422.5 405.9 350.1 341.2 5,074.7 4,701.7
Total expenses 392.8 363.1 341.1 316.7 4,689.1 4,334.0
Outside equity

interest/other -- - 0.1 0.5 0.6 2.2
Operating result 29.7 42.8 9.1 25.0 386.2 369.9

Abridged Balance Sheets (at 31 December)

Total assets 1,010.5 879.4 687.0 681.8 12,540.7 11,867.1
Total liabilities 143.7 150.1 156.9 168.0 2,707.1 2,890.1
Net assets 866.8 729.3 530.1 513.8 9,833.6 8,977.0

Performance Indicators (at 31 December)

Current ratio (a) 2.0 1.7 2.3 2.6 1.6 1.4
Australian

Government

grants as a % of

total revenue (b) 45.2 44.3 38.9 41.4 38.6 38.8
HECS as a % of total

revenue (b) 27.4 26.3 15.1 13.8 14.5 14.4
Fees and charges as

a % of total

revenue (b) 14.9 17.3 32.7 32.7 25.3 25.9
Employee Benefits

and on-costs as a

% of total

revenue (c) 60.0 55.1 56.5 52.0 54.3 54.4
Operating result as %

of total revenue

(d) 7.0 10.6 2.6 7.3 7.7 7.9
Student numbers EFT

* nya 23,948 nya 15,859 nya 201,563
Students per

academic* nya 33.35 nya 27.2 nya 26.7

Key:All data except ‘Student numbers’ and ‘Students per academic’ are based on the universities’ financial reports.

They reflect the key indicators set out in the February 2000 Department of Education, Employment and Workplace
Relations publication ‘Benchmarking: A Manual for Australian Universities’. That publication considers:

(a) Current Ratio - an indicator of liquidity. Good practice is a ratio of more than 1.5 to less than three.

(b) Diversity of Revenue - Universities should reduce financial risks from reduction or failure of an income source by
having three or four major income sources with none below five per cent for any one source and preferably all above
15 per cent. Reliance on Australian Government funding should be decreasing, preferably to not much more than
50 per cent.

(c) Employee Benefits and on-costs as a percentage of Total Operating Revenue - Good practice is between 50 per cent
and 70 per cent.

(d) Operating Result as a percentage of Total Operating Revenue - The essence of good practice is to have a reasonable
safety margin that should be positive other than in exceptional years, the rationale for which should be reported in
the university’s annual report.

* Source: Australian Government Department of Education, Employment and Workplace Relations: Publications -
Higher Education Statistics Collection. The academic numbers represent ‘Teaching Only’ and ‘Teaching and
Research’.

nya Not yet available.
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OTHER INFORMATION

Our audits highlighted opportunities for universities to improve internal controls. These
opportunities have been identified in letters we have issued or will be issuing to university
management. We refer to more significant items in individual university comments within this
Volume.

Controlled Entities
We recommend that universities review the need for separate entities to conduct their

business with a view to reducing the number required. Compliance costs and governance risks
are increasing and university resources would benefit from eliminating unnecessary entities.

At 31 December 2007, the universities controlled 124 separate entities as shown in the following
table.

University Incorporated in Australia Incorporated Overseas Total
Operational Dormant* Total Operational Dormant* Total
Charles Sturt 8 -- 8 -- - - 8
Macquarie 25 1 26 - - - 26
Southern Cross 3 - 3 - - - 3
Sydney 4 4 8 -- - - 8
New England 7 - 7 -- - - 7
New South Wales 15 8 23 8 1 9 32
Newcastle 7 1 8 1 -- 1 9
Technology, Sydney 3 1 4 4 - 4 8
Western Sydney 11 1 12 -- -- -- 12
Wollongong 8 -- 8 3 -- 3 11
Total 91 16 107 16 1 17 124

* Dormant entities are defined as those with no activity during this financial year.
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For financial reporting purposes these entities are consolidated into the financial reports of
universities. Each entity is required under legislation to prepare a financial report each year and
have it audited. Costs involved in complying with legislative requirements are increasing and can be
significant. The requirements are not reduced for entities with few or no operations. A dormant
company is still required: to prepare a financial report that complies with all appropriate
accounting standards; have it audited in compliance with auditing and accounting standards; and
ensure other legislative requirements are met. Universities need to consider the need for separate
entities due to the compliance costs involved.

Universities are exposed to risks from the operations of controlled entities. It is therefore essential
that universities have in operation an effective corporate governance framework. This framework
would include regular reporting by controlled entities to university finance and audit committees
on operations, financial performance, risk and fraud management and compliance with legislation.
We assist the universities in their governance role by providing them with the results of our audit
for each controlled entity. In recent years we have noted an overall improvement in the level of
governance operated by universities over their controlled entities. It is an area that universities
need to continually monitor and improve in order to reduce risks created from controlled entities,
especially those incorporated overseas. Last year we reported that generally universities complied
with the Australian Government’s National Governance Protocols for higher public education
institutions for overseeing commercial activities.

Pre-Retirement Employment Contracts

We recommend management liaise with the Commonwealth Department of Education,
Employment and Workplace Relations on the extent of utilising pre-retirement employment
contracts with the University’s employees.

Six universities have utilised pre-retirement employment contracts from time to time to allow the
university and the employee to agree that the employee will give up their status as a continuing
employee and enter into a fixed-term contract prior to the employee’s retirement. The employee’s
employment with the universities will end on the expiration of the contract. In return for agreeing
to enter into this contract the employee receives a salary loading.

Fixing the employee’s retirement date assists universities with succession planning. Employees are
encouraged to seek superannuation advice when contemplating entering into a pre-retirement
contract.

It is common for the employees on pre-retirement contracts to be members of New South Wales
Public Sector defined benefit superannuation funds. When the universities pay a salary loading
under these pre-retirement contracts, it results in higher superannuation benefits to the
employees. Funding of these defined benefit superannuation funds is the responsibility of the
Australian Government.
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Non-Current Physical Assets and Capital Works

There is inconsistency in reporting property, plant and equipment asset values by universities.
Details at 31 December 2007 were:

University Measurement Basis Land Gross Buildings Gross Capital
Value Value Expenditure
Commitments
$m $m $m
Charles Sturt Fair Value 45.8 366.2 29.9
Macquarie Fair Value 364.3 427.4 164.4
Southern Cross Cost 11.8 125.1 0.2
Sydney Non Commercial - Cost 170.5 977.4 120.6
Commercial - Fair Value 53.6 77.3 13.8
New England Fair Value 18.6 365.4 10.0
New South Wales Fair Value 234.2 1,688.9 126.5
Newcastle Fair Value 35.2 617.7 5.1
Technology, Sydney Fair Value 350.1 1,017.8 9.9
Western Sydney Fair Value 353.5 343.4 15.8
Wollongong Cost 61.1 322.6 43.0
Total 1,698.7 6,329.2 539.2

Three universities continue to measure their major non current physical assets using the cost basis.
Whilst there is no prohibition against using the cost method, an inconsistent measurement basis
across the universities is not desirable as it diminishes comparability.

Capital expenditure commitments reported in 2007 are $539 million. A majority of the universities
have significant capital programs over the next few years. The capital expenditure programs are
designed to primarily meet the following:

/{\ improve infrastructure and address backlog maintenance
A provide suitable accommodation for students and staff
A replace outdated facilities with modern teaching and research facilities.

The source of funding for these capital programs includes:

cash flows from operating activities
Australian Government grants
Non-government grants

sale of excess university property
negotiated public private partnerships
financing arrangements.

> > I I I
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Impact of Voluntary Student Unionism (VSU) on Universities

Voluntary Student Unionism (VSU) came into effect in July 2006 and is governed by the Higher
Education Support Act 2003. Under the Act, higher education providers cannot require a student to
be a member of a student association, union or guild; and/or a person to pay a compulsory fee for
facilities, amenities or services that are not of an academic nature.

This financial year marked the first full year without compulsory union fees. Some universities
received grants from the VSU transition fund however these funds provided only short term relief to
the student unions. In addition to these grants, the universities used other methods of funding
student union activities, including:

donations

taking over operations of student union associations

writing off student union association loans

provision of rent free accommodation for student union occupied buildings.

> > I I
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AUDIT OPINION

The audits of the University and its continuing controlled entities’ financial reports for the year
ended 31 December 2007 resulted in unqualified Independent Auditor’s Reports.

Three controlled entities were voluntarily wound up at 31 December 2007 and have been or are
being deregistered. They comprised Campus Pre-School Incorporated, Olive Street Services Limited
and Rural Australia Foundation Limited. Audit opinions on the financial reports for these entities
have not yet been issued. The Crown Solicitor has advised New South Wales Treasury that former
directors (or equivalent) of a former statutory body can prepare and submit the financial report but
they cannot sign the financial report. As a result, the Auditor-General cannot issue an audit
opinion. New South Wales Treasury is investigating ways to overcome this problem.

Unless otherwise stated, the following commentary relates to the consolidated entity.

KEY ISSUES

Investment Risk Management

We recommend that the University re-evaluate its risk management strategy for its
investment portfolio.

At 31 December 2007, the University held investments that it acquired at a cost of $114 million.
The continuing stress in the credit market and the resulting impact on the valuation of financial
instruments resulted in the value of these investments falling to $106 million at 31 December 2007.
The value has fallen a further $5.6 million in the two months to 29 February 2008. The University’s
investments included collateralised debt obligations of $35.6 million.

Management regards the University’s exposure to collateralised debt obligations as minimal and it
intends holding the long term investments to maturity.

Overseas Operations

We recommend that the University reassess its corporate governance arrangements for its
overseas operations. The University should develop policies and procedures to specifically
identify and address the taxation, accounting and other obligations of relevant
jurisdictions.

The overseas campus (established in 2005) continues to grow. It recorded revenue of $5.4 million
and a profit of $2.9 million for the year ($2.7 million and $60,000 in 2006). While we have not
identified any instances of non compliance, the expansion of activities has significantly increased
the University’s compliance requirements.
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The University has engaged a firm of accountants to assist it in meeting taxation and accounting
obligations.

PERFORMANCE INFORMATION

(Comparative performance data on all universities appears in the “Universities Overview’ section
earlier in this Volume. The information shown below is based on consolidated financial
statements.)

The University’s current ratio (a measure of its financial liquidity) was 1.9 at 31 December 2007, up
from the previous year’s 1.2. At this level it is above the State’s average and the minimum level
identified by the Australian Government’s Department of Education, Employment and Workplace
Relations (DEEWR) ‘good practice’ parameters.

Australian Government grants as a percentage of operating revenue increased, from 41.2 per cent
in 2006 to 46 per cent in 2007. This is above the State’s average of 38.6 per cent but continues to
be within the DEEWR “‘good practice’ parameters.

Employee benefits and on-costs as a percentage of operating revenue decreased from 58.3 per cent
in 2006 to 57.2 per cent in 2007. This is higher than the State’s average of 54.3 per cent but within
the DEEWR “good practice’ parameters.

OTHER INFORMATION

We identified opportunities for the University to improve existing procedures. We will further
discuss them with University staff and where appropriate report them to management. The
significant areas include measurement of employee benefits, inventory accounting, inter-entity
transactions, capital commitments disclosures and accounting for assets acquisition.

Voluntary Student Unionism

The University assumed responsibility for providing a number of services previously undertaken by
the student union. It has contracted to acquire the assets owned by the union relating to student
services at an estimated cost of $7.0 million.

System Generated Transactions

We recommend the University investigate alternate procedures for efficient reconciliations
and clearing of certain ledger accounts.

The University’s financial system does not provide sufficient details for certain control accounts
resulting in onerous manual review to ensure appropriate reporting. Transactions in these accounts
are system generated and have accumulated over a number of years.

Management anticipates that the accounting system upgrade planned in 2008 will help resolve
these issues.

Auditor-General’s Report to Parliament 2008 Volume Two 29




Charles Sturt University

FINANCIAL INFORMATION

The consolidated financial information includes the financial reports of the University and its
controlled entities.

Abridged Income Statement

Year ended 31 December Consolidated Parent

2007 2006 2007 2006

$'000 $'000 $'000 $'000
Australian Government grants 137,083 106,111 137,083 106,111
Higher Education Contribution

Scheme 59,577 58,387 59,577 58,387

Fees and charges 47,789 44,994 47,789 44,994
Other 53,241 47,798 50,326 45,212
Deferred income - superannuation (17,618) (21,472) (17,618) (21,472)
TOTAL REVENUE 280,072 235,818 277,157 233,232
Employee benefits and on-costs 170,273 150,014 169,164 149,127
Depreciation 20,377 18,612 20,377 18,612
Other 75,183 72,219 74,181 71,294
Deferred expense - superannuation (17,618) (21,472) (17,618) (21,472)
TOTAL EXPENSES 248,215 219,373 246,104 217,561
OPERATING RESULT 31,857 16,445 31,053 15,671

Australian Government grants rose principally due to receipt of $18.0 million for setting up a dental
faculty. Higher number of students and rate per student contributed to a $7.3 million increase in
these grants. There were also one-off grants for Voluntary Student Union Transition ($2.1 million)
and Learning and Teaching Performance ($1.5 million).

Employee benefits and on-costs rose because of an increase in staff numbers mainly from the
Orange Campus transfer in July 2006 and a four per cent rise in award rates.

Deferred income and deferred expense reflect movements in the actuarially assessed employee
superannuation liability for employees who are members of the State Government’s defined benefit
superannuation plans. Because the Australian Government funds these movements, they do not
impact the operating result.
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Abridged Balance Sheet

At 31 December

Current assets
Non-current assets
TOTAL ASSETS

Current liabilities
Non-current liabilities

TOTAL LIABILITIES

NET ASSETS

Consolidated

2007
$'000

66,221
602,869
669,090

51,310
74,438
125,748

543,342

2006
$'000

37,482
605,043
642,525

46,368
92,005
138,373

504,152

2007
$'000

64,319
596,308
660,627

51,307
74,247
125,554

535,073

Parent

2006
$'000

35,870
599,338
635,208

46,360
91,848
138,208

497,000

Charles Sturt University

Current assets increased due to increased cash and investments from the improved operating

result.

Non-current liabilities decreased largely due to a reduction in the deferred Government

superannuation liability by $18.0 million.

UNIVERSITY ACTIVITIES

The University is constituted under the Charles Sturt University Act 1989. It mainly:

provides educational and research facilities of university standard

disseminates and increases knowledge and promotes scholarship

confers degrees of Bachelor, Master and Doctor and awards diplomas and other certificates

A
A
A provides distance education for students within New South Wales and elsewhere
A
A

develops governance, admission policies, financial arrangements and quality assurance

processes that are significant to ensure the integrity of the University’s academic programs

A exercises commercial functions for the University’s benefit.

For further information on the University, refer to www.csu.edu.au.
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Charles Sturt University

CONTROLLED ENTITIES

The following controlled entities have not been reported on separately as they are not considered
material by their size or the nature of their operations to the consolidated entity.

Entity Name Website

Campus Pre-School Incorporated *

Charles Sturt Services Limited *

Charles Sturt Foundation Limited (and Trust) www.csu.edu.au/special/foundation
Mitchell Services Limited *

Olive Street Services Limited *

Rivservices Limited *

Rural Australia Foundation Limited *

Western Research Institute WWW.Wri.org.au

*  These entities do not have websites
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Macquarie University

AUDIT OPINION

The audits of the University and its controlled entities’ financial reports for the year ended
31 December 2007 resulted in unqualified Independent Auditor’s Reports for the University and the
following controlled entities:

Access Macquarie Limited

Australian Proteome Analysis Facility Limited

CMBF Limited

LAMS Foundation Limited

LAMS International Pty Limited

Macquarie Graduate School of Management Pty Limited
U@MQ Limited.

> > I I I I

Unless otherwise stated, the following commentary relates to the consolidated entity.

KEY ISSUES

The University has, in conjunction with Dalcross Holdings Pty Limited, commenced constructing a
208 bed Private Hospital and Clinical Services block on its campus.

The Australian School of Advanced Medicine at Macquarie University is the first medical school in
Australia to be linked to a private teaching hospital on a university campus. It will offer advanced
sub-specialty training for doctors, particularly in surgery, and is currently accepting enrolments for
Masters and PhD programs.

The estimated construction cost of these facilities is $112 million.

PERFORMANCE INFORMATION

(Comparative performance data on all universities appears in the ‘Universities Overview’ section
earlier in this Volume. The information shown below is based on consolidated financial statements.)

The University’s current ratio (a measure of its financial liquidity) was 2.1 at 31 December 2007. At
this level it is higher than the State average of 1.6 and within the Australian Government’s
Department of Education, Employment and Workplace Relations (DEEWR) ‘good practice’
parameters.

Australian Government grants as a percentage of operating revenue for the year decreased slightly
to 26.2 (28.3 in 2006). This is significantly lower than the State’s average of 38.6 per cent and
represents the lowest level of reliance on Australian Government grants of all universities.
Employee benefits and on-costs as a percentage of operating revenue fell from 57 per cent in 2006
to 51.7 per cent. This is lower than the State’s average of 54.3 per cent but within the DEEWR
‘good practice’ parameters.

OTHER INFORMATION

We identified opportunities for improvement to accounting and internal control procedures and will
report them to management.
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Macquarie University

Investments

Due to the financial markets recent movements, the University’s investment portfolio valued at
mark to market decreased $6.3 million (5.3 per cent) from $98.7 million in the two months since
31 December 2007. Investments were 12.6 per cent of the total assets held by the consolidated
entity as at 31 December 2007.

FINANCIAL INFORMATION

The consolidated financial information includes the financial reports of the University and its
controlled entities.

Abridged Income Statements

Year ended 31 December Consolidated Parent

2007 2006 2007 2006

$’000 $’000 $’000 $’000
Australian Government grants 121,439 117,432 121,439 117,432
Higher Education Contribution Scheme 56,186 51,180 56,186 51,180
Fees and charges 199,050 188,462 188,010 172,968
Other 86,341 58,577 57,942 55,655
Deferred income - superannuation (23,566) (38,490) (23,566) (38,490)
TOTAL REVENUE 439,450 377,161 400,011 358,745
Employee benefits and on-costs 239,355 236,720 213,361 212,992
Depreciation 27,125 26,245 26,477 25,666
Other 141,886 136,962 145,788 143,381
Deferred expense - superannuation (23,566) (38,490) (23,566) (38,490)
TOTAL EXPENSES 384,800 361,437 362,060 343,549
OPERATING RESULT 54,650 15,724 37,951 15,196

Other income includes $15.5 million transferred from preceding student organisations. U@MQ
Limited, the controlled entity responsible for student services, recognised this income in the
current year. The University did not control the preceding student organisations.

Deferred income and deferred expense reflect movements in the actuarially assessed liability for
employees who are members of the State Government’s defined benefit superannuation plans.
Because the Australian Government funds these movements, they do not impact the operating
result.
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Macquarie University

Abridged Balance Sheets

At 31 December Consolidated Parent

2007 2006 2007 2006

$’000 $’000 $’000 $’000
Current assets 243,021 179,676 212,771 174,998
Non-current assets 1,143,920 1,049,870 1,143,326 1,047,670
TOTAL ASSETS 1,386,941 1,229,546 1,356,097 1,222,668
Current liabilities 132,993 135,162 121,689 134,827
Non-current liabilities 121,700 146,156 134,939 145,524
TOTAL LIABILITIES 254,693 281,318 256,628 280,351
NET ASSETS 1,132,248 948,228 1,099,469 942,317

Non-current liabilities decreased largely due to a reduction in the deferred State Government’s
defined superannuation liability of $22.3 million.

Current assets increased largely due to the University holding more cash at year end than the prior
year. The cash has been generated from operating activities.

UNIVERSITY ACTIVITIES
The University is constituted under the Macquarie University Act 1989. It mainly:

A provides educational facilities at university standard

A establishes facilities to provide courses of study, gives instruction to and examines external
students and provides courses of study or instruction at such levels of attainment as the
University’s Council considers appropriate to meet the special requirements of industry,
commerce, or any other section of the community

A disseminates knowledge and promotes scholarship

A confers degrees of Bachelor, Master and Doctor and awards diplomas and other certificates.

For further information on the University, refer to www.mg.edu.au.

CONTROLLED ENTITIES

Macquarie Graduate School of Management Pty Limited (MGSM)

Year ended 31 December 2007 2006

$'000 $'000
Revenue 27,291 27,478
Expenses 25,536 27,468
Profit 1,755 10
Net assets (at 31 December) 4,138 2,383

The company promotes management education and conducts educational programs and research in
management. For further information on the School, refer to www.mgsm.edu.au.
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Macquarie University

The following controlled entities have not been reported on separately as they are not considered
material by their size or the nature of their operations to the consolidated entity.

*

Entity Name

Audits Completed

Access Macquarie Limited

Australian Proteome Analysis Facility
Limited

CMBF Limited

LAMS Foundation Limited

LAMS International Pty Limited

U@MQ Limited

Audits Incomplete
Macquarie University Private Hospital Trust

Macquarie University Property Investment
Company No. 2 Pty Limited

Macquarie University Property Investment
Company Pty Limited

Macquarie University Property Investment
Trust

MU Private Hospital Pty Limited

MU Sub-Trust No. 1

MU Sub-Trust No. 2

MU Sub-Trust No. 3

MU Sub-Trust No. 4

MUPH Clinic Pty Limited

MUPH Clinic Sub-Trust

MUPH Hospital Pty Limited

MUPH Hospital Sub-Trust

MUPI Holding Trust No.

MUPI Holding Trust No.

MUPI Holding Trust No.

MUPI Holding Trust No.

MUPI Holding Trust No.

MUPI Holding Trust No.

OO WN B

These entities do not have websites

Website

WWW.access.mq.edu.au

*

www.uatmg.com.au

OTHER BODIES ASSOCIATED WITH THE UNIVERSITY

The following bodies associated with the University have not been reported on separately as they
are not considered material by their size or the nature of their operations.
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Entity Name

Macquarie University Professorial Superannuation Scheme

Sydney Educational Broadcasting Limited
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Southern Cross University

AUDIT OPINION

The audits of the University and its controlled entities’ financial reports for the year ended
31 December 2007 resulted in unqualified Independent Auditor’s Reports.

Unless otherwise stated, the following commentary relates to the consolidated entity.

PERFORMANCE INFORMATION

(Comparative performance data on all universities appears in the ‘Universities Overview’ section
earlier in this Volume. The information shown below is based on consolidated financial statements.)

The University’s current ratio (a measure of its financial liquidity) was 3.1 at 31 December 2007; an
increase from the previous year’s two. At this level it is well above the State average of 1.6 and
just outside the Australian Government’s Department of Education, Employment and Workplace
Relations (DEEWR) “‘good practice’ parameters.

Australian Government grants as a percentage of operating revenue increased, from 45.5 per cent
in 2006 to 46.3 per cent in 2007. The University has the second highest level of reliance on
Australian Government grants of all universities and is significantly higher than the State’s average
of 38.6 per cent. Nevertheless it is within the DEEWR ‘good practice’ parameters.

Employee benefits and on-costs as a percentage of operating revenue decreased from 57.3 per cent
in 2006 to 53.1 per cent in 2007. This is lower than the State’s average of 54.3 per cent but within
the DEEWR “good practice’ parameters.

OTHER INFORMATION

We identified opportunities for the University to improve existing procedures. We will further
discuss them with University staff and where appropriate report them to management. The more
significant areas related to the classification of leases, accounting for research income, preparation
and posting of journals, and some matters impacting the University’s general computer control
environment.

Southern Cross University has recently concluded negotiation with the Gold Coast Airport and is
now entering the construction phase of a campus at that site. Students applying to study in
Semester One 2009 will be admitted to the current Tweed Heads campus and will be moving into
the new Gold Coast campus when the foundation building is completed.
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Southern Cross University

FINANCIAL INFORMATION

The consolidated financial information includes the financial reports of the University and its
controlled entities.

Abridged Income Statements

Year ended 31 December Consolidated Parent

2007 2006 2007 2006

$’000 $’000 $’000 $’000
Australian Government grants 65,432 54,386 65,432 54,386
Higher Education Contribution Scheme 29,984 26,596 29,984 26,596
Fees and charges 20,501 18,527 20,385 18,527
Other 25,421 20,082 24,603 20,012
Deferred income - superannuation (5,025) (7,463) (5,025) (7,463)
TOTAL REVENUE 136,313 112,128 135,379 112,058
Employee benefits and on-costs 75,056 68,572 74,207 68,173
Depreciation 5,687 6,054 5,677 6,048
Other 44,469 39,659 43,872 39,491
Deferred expense - superannuation (5,025) (7,463) (5,025) (7,463)
TOTAL EXPENSES 120,187 106,822 118,731 106,249
OPERATING RESULT 16,126 5,306 16,648 5,809

Australian Government grants reflect additional funding received in 2007. In addition to funding for
increased student numbers these grants also include non-recurrent amounts totalling $8.8 million
for capital development, workplace reform and Voluntary Student Unionism. Following the
introduction of Voluntary Student Unionism, Norsearch Limited (a University controlled entity)
acquired the former Southern Cross University Union Ltd’s bar, function and catering facilities and

gym.

Increased student numbers also contributed to the rise in amounts received under the Higher
Education Contribution Scheme.

Higher international student numbers and amounts received from English language study programs
were largely responsible for the rise in fees and charges.

Other revenue increased mainly because of higher receipts from Higher Education Loan Programs,
State and local government grants, investment income and consultancy and contracts services.

Employee benefits and on-costs rose because of increases in award rates and staff numbers and
higher employee leave entitlements. Other expenses increased over a number of areas largely
relating to minor equipment purchases, property and facilities, software licensing and travel
expenditure.

Deferred income and deferred expense reflect movements in the actuarially assessed liability for
employees who are members of the State Government’s defined benefit superannuation plans.
Because the Australian Government funds these movements, they do not impact the operating
result.
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Abridged Balance Sheets

At 31 December

Current assets
Non-current assets
TOTAL ASSETS

Current liabilities
Non-current liabilities

TOTAL LIABILITIES

NET ASSETS

Consolidated

2007
$°000

57,664
163,426
221,090

25,789
12,758
38,547

182,543

2006
$°000

37,723
171,965
209,688

25,311
17,960
43,271

166,417

Parent

2007
$°000

56,733
157,052
213,785

25,685
12,758
38,443

175,342

2006
$°000

36,232
165,522
201,754

25,106
17,954
43,060

158,694

Southern Cross University

Consistent with the operating result, net cash inflows from operating activities were largely

responsible for the increase in net assets.

UNIVERSITY ACTIVITIES

The University is constituted under the Southern Cross University Act 1993. It mainly:

A provides educational facilities of university standard having particular regard to the needs of

the north coast region of the State

A preserves, extends and disseminates knowledge through scholarship, research, creative works

consultancy and internal and external teaching.

For further information on the University, refer to www.scu.edu.au.

CONTROLLED ENTITIES

The following controlled entities have not been reported on separately as they are not considered
material by their size or the nature of their operations to the consolidated entity.

Entity Name
Australian Plant DNA Bank Limited
Biobank Pty Limited

Norsearch Limited

*  This entity does not have a website
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The University of Sydney

AUDIT OPINION

The audits of the University and its continuing controlled entities’ financial reports for the year
ended 31 December 2007 resulted in an unqualified Independent Auditor’s Report.

Four companies controlled by the University were deregistered during the year due to no activity in
recent years. They comprised Ucom Six Pty Limited (deregistered on the 15 July 2007), Ucom Seven
Pty Limited (deregistered on 13 April 2007), Ucom Eleven Pty Limited (deregistered on
12 February 2007) and Ucom Fourteen Pty Limited (deregistered on 14 January 2007).

Audit opinions on the financial reports for these four University controlled deregistered entities
have not yet been issued. The Crown Solicitor has advised New South Wales Treasury that former
directors (or equivalent) of a former statutory body can prepare and submit the financial report,
but they cannot sign the financial report. As a result, the Auditor-General cannot issue an audit
opinion. New South Wales Treasury is investigating ways to overcome this problem.

Unless otherwise stated, the following commentary relates to the consolidated entity.

KEY ISSUES

Valuation of Museum Assets (Repeat Issue)

We recommend that the University ensure its Nicholson and Macleay Museum assets are
appropriately valued at least every five years.

We are concerned that the Nicholson and Macleay Museum assets have not been subject to recent
comprehensive valuations.

A comprehensive valuation of the Nicholson Museum was completed in 1997 and the Macleay
Museum in 1998. Valuations have subsequently been updated on the basis of global percentage
increases to present these assets at fair value. The accounting standards require comprehensive
valuations of non-current assets at least every five years. The University has a plan to revalue these
collections progressively over the next four years.

Excessive Annual Leave Balances (Repeat Issue)

We recommend that management develop a leave plan with employees to reduce leave
balances within an acceptable timeframe.

We are concerned that a significant number of academic and general staff (1,671 staff) held leave
balances in excess of the maximum allowed thresholds under the University’s leave policy.

Annual leave balances in excess of maximum allowed thresholds continued to increase by 210 staff
in 2007. In May 2006, the University changed the provisions in its academic and general staff awards
to ensure that adequate notice of excess annual leave is given to staff to allow them to take the
leave. The provisions also include forfeiture of annual leave if it is not taken within notified
timeframes. At this stage the revised staff awards and other management actions have not
significantly reduced excessive annual leave balances.

40 Auditor-General’s Report to Parliament 2008 Volume Two




The University of Sydney

University Superannuation

We recommend the University quantify and resolve employer superannuation
underpayments as quickly as possible.

In 2006, the University identified a past superannuation employer contribution underpayment in
respect of some current and past employees. The University continues its efforts to determine the
full financial impact of the underpayment and identify the individuals affected. An estimate of the
underpayment of $7.5 million has been provided for in the 2007 financial report.

PERFORMANCE INFORMATION

(Comparative performance data on universities appears in the ‘Universities Overview’ section
earlier in this Volume. The information shown below is based on consolidated financial statements.)

The University’s current ratio (a measure of its financial liquidity) was 1.6 at 31 December 2007, an
increase on the previous year’s 1.3. At this level it is above the minimum level identified by the
Australian Government’s Department of Education, Employment and Workplace Relations (DEEWR)
‘good practice’ parameters and same as the State average of 1.6.

Australian Government grants as a percentage of operating revenue decreased from 38.2 per cent
in 2006 to 37.2 per cent in 2007. It is lower than the State’s average of 38.6 per cent and within
the DEEWR “good practice’ parameters.

Employee Benefits and on-costs as a percentage of operating revenue increased from 49 per cent in
2006 to 51.3 per cent in 2007. This is better than the State’s average of 54.3 per cent and within
DEEWR “good practice’ parameters.

OTHER INFORMATION

We identified other opportunities for improvement to accounting and internal control procedures
and have reported them to management. They included recommendations to improve systems
controls and financial report preparation.

Fall in Value of Financial Investments

The University held financial asset investments of $1.1 billion at 31 December 2007 ($1.1 billion at
31 December 2006). A revaluation decrement of $114 million ($15.2 million increment) was
recognised in equity due to the unrealised decrease in value of international and Australian equity
markets in late 2007. At 31 January 2008, investment values decreased by a further $52.0 million.
Capital Expenditure Program

Capital expenditure in 2007 increased $40.8 million to $169 million.

The University is addressing the challenges of:

improving its infrastructure and addressing backlog maintenance

providing suitable accommodation for students and staff

replacing outdated facilities with modern teaching and research facilities; and
developing a proactive asset development program.

> > > >

The University’s capital budget for 2008 to 2010 totals $882 million. It comprises: ‘Campus 2010’
program, $88.0 million; ‘Campus 2020' program, $311 million; Campus Expansion, $73.0 million;
"Teaching Hospital Development’ program, $35.0 million; property acquisitions, $151 million; and
other capital works, $224 million.
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The University of Sydney

Support of Student Organisations

The University estimated its support of Student Organisations to be in excess of $8.0 million largely
by in-kind support through the provision of scholarships, grounds, buildings, repairs and
maintenance, and infrastructure cost reimbursements. In December 2007, the University signed a
formal agreement with the University of Sydney Union formalising their relationship, their desire to
protect the student experience and guaranteeing tenure to university buildings.

FINANCIAL INFORMATION

The consolidated financial information includes the financial reports of the University and its
controlled entities.

Abridged Income Statements

Year ended 31 December Consolidated Parent

2007 2006 2007 2006

$°000 $°000 $°000 $°000
Australian Government grants 485,937 462,595 485,937 462,595
Higher Education Contribution Scheme 127,530 123,366 127,530 123,366
Fees and charges 254,566 223,146 254,566 223,146
Other 436,710 401,945 432,708 401,380
Deferred income - superannuation (68,725) (129,419) (68,725) (129,419)
TOTAL REVENUE 1,236,018 1,081,633 1,232,016 1,081,068
Employee benefits and on-costs 668,878 593,253 668,878 591,704
Depreciation 51,006 49,887 51,006 49,029
Other 397,646 377,314 397,609 376,351
Deferred expense - superannuation (68,725) (129,419) (68,725) (129,419)
TOTAL EXPENSES 1,048,805 891,035 1,048,768 887,665
OPERATING RESULT 187,199 190,598 183,248 193,403

Fees and charges mainly comprised fee-paying overseas students $172 million ($148 million
in 2006), fee-paying local students $33.1 million ($30.4 million), continuing education $11.4 million
($11.2 million), summer school fees $9.7 million ($8.8 million) and course fees $9.7 million
($7.2 million).

Other income included investment income $153 million ($116 million), consulting and contract
research income $98.5 million ($105 million), gain on disposal of assets $29.4 million
($57.2 million), contributions from organisations $24.9 million ($31.5 million) and donations and
bequests $29.2 million ($26.5 million). Investment income increased mainly due to higher returns
from managed funds in 2007.

Employee benefits and on-cost expenses increased in 2007 by 12.7 per cent. Contributing to this
increase was a combination of salary increases of four per cent, increased staff numbers of
5.4 per cent and increases in employee related provisions.

Other expenses mainly comprised teaching and research grants $82.7 million ($84.7 million),
scholarships, grants and prizes $62.0 million ($55.7 million), repairs and maintenance $44.4 million
($35.5 million), travel and related staff development and training $34.8 million ($31.7 million) and
consultants and contractors $33.8 million ($26.4 million).
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The University of Sydney

Deferred income and deferred expense reflect movements in the actuarially assessed liability for
employees who are members of the State Government’s defined benefit superannuation plans.
Because the Australian Government funds these movements, they do not impact on the operating
result.

Abridged Balance Sheets

At 31 December Consolidated Parent

2007 2006 2007 2006

$’000 $’000 $’000 $’000
Current assets 280,007 177,677 279,948 179,644
Non-current assets 3,566,667 3,601,200 3,553,665 3,589,526
TOTAL ASSETS 3,846,674 3,778,877 3,833,613 3,769,170
Current liabilities 239,118 204,961 238,783 204,029
Non-current liabilities 377,340 449,380 377,340 449,380
TOTAL LIABILITIES 616,458 654,341 616,123 653,409
NET ASSETS 3,230,216 3,124,536 3,217,490 3,115,761

Current assets increased by $102 million, mainly due to increases in cash and other financial assets.

Non-current assets decreased by $34.5 million, mainly due to a decrease in financial assets of
$94.6 million, offset by an increase in capital works balances of $68.6 million. Non-current assets
include property, plant and equipment of $1.4 billion, financial asset investments of $939 million,
and library and heritage assets of $656 million.

Non-current liabilities decreased by $72.0 million, mainly due to the decrease in defined benefit
superannuation liability of $72.3 million.

Net assets comprise statutory funds that have conditions attached to their use (for example trusts,
bequests and certain grants) of $632 million, asset revaluation reserves of $195 million and retained
surpluses of $2.4 billion.
UNIVERSITY ACTIVITIES
The University of Sydney is established by the University of Sydney Act 1989. The University
creates, preserves, transmits and applies knowledge through teaching, research, creative work and

other forms of scholarship.

For further information on the University, refer to www.usyd.edu.au.
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The University of Sydney

CONTROLLED ENTITIES

The following controlled entities have not been reported on separately as they are not considered
material by their size or the nature of their operations to the consolidated entity.

Entity Name

Centre for United States Studies Pty Limited (formerly Ucom Twelve Pty Limited)
Elastagen Pty Limited

Institute for Magnetic Resonance Research

The Bosch Institute

The Sydney Institutes of Health and Medical Research
Ucom Eleven Pty Limited

Ucom Fifteen Pty Limited

Ucom Fourteen Pty Limited

Ucom Seven Pty Limited

Ucom Six Pty Limited

Ucom Sixteen Pty Limited

Wentworth Annexe Limited

OTHER BODIES ASSOCIATED WITH THE UNIVERSITY

The following bodies associated with the University have not been reported on separately as they
are not considered material by their size or the nature of their operations.

For further financial and other information on these entities we have listed the entities’ websites.

Entity Name Website
United States Studies Centre Limited www.sydney.edu.au/us-studies/index.shtml
University of Sydney Professorial *

Superannuation System

*  This entity does not have a website
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University of New England

AUDIT OPINIONS

The audits of the University and the following controlled entities’ financial reports for the year
ended 31 December 2007 resulted in unqualified Independent Auditor’s Reports.

Agricultural Business Research Institute

Remarkspdf Pty Ltd (formerly UNE Rural Properties Pty Ltd)
UNE Partnerships Pty Limited

UNE Vision Pty Ltd

> I >

Similarly the audit of International Livestock Resources and Information Centre Ltd for the year
ended 30 June 2007 resulted in an unqualified Independent Auditor’s Report.

The audits of the following controlled entities are not yet complete:

A Services UNE Limited
A University of New England Sports Association.

Unless otherwise stated, the following commentary relates to the consolidated entity.

PERFORMANCE INFORMATION

(Comparative performance data on universities appears in the ‘Universities Overview’ section
earlier in this Volume. The information shown below is based on consolidated financial statements.)

The University’s current ratio (a measure of its financial liquidity) was 1.4 at 31 December 2007, a
decrease from 1.5 at 31 December 2006. At this level it is lower than the State average and slightly
lower than the minimum level identified by the Australian Government’s Department of Education,
Employment and Workplace Relations (DEEWR) ‘good practice’ parameters.

The University’s current ratio and operating result were impacted by the timing of the receipt of
grants to fund the Rural Medical School. The University’s funds were used, as an additional
$3.5 million grant from DEEWR will not be received until 2009.

Australian Government grants as a percentage of operating revenue increased from 47.4 per cent in
2006 to 51.1 per cent in 2007. The University continues to have the highest level of reliance on
Australian Government grants of all universities. The University has exceeded the DEEWR ‘good
practice’ parameters in this respect and is significantly higher than the State’s average of
38.6 per cent.

Employee benefits and on-costs as a percentage of operating revenue decreased from 58.7 per cent
in 2006 to 55.9 per cent in 2007. This is above the State’s average of 54.3 and is within the DEEWR
‘good practice’ parameters.

OTHER INFORMATION

We identified opportunities for improvement in internal controls and reported them to
management.
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Voluntary Student Unionism

Voluntary Student Unionism (VSU) resulted in the University, through its controlled entities,
assuming responsibility for providing a number of services previously undertaken by student
organisations.

Grants paid to these entities during 2007 totalled $963,000.

FINANCIAL INFORMATION

The consolidated financial information includes the financial reports of the University and its
controlled entities.

Abridged Income Statements

Year ended 31 December Consolidated Parent

2007 2006 2007 2006

$’000 $’000 $’000 $’000
Australian Government grants 105,236 91,418 105,236 91,418
Higher Education Contribution Scheme 39,108 37,597 39,108 37,597
Fees and charges 41,934 45,209 31,132 34,689
Other 19,629 18,659 14,644 13,006
Deferred income - superannuation (21,700) (27,123) (21,700) (27,123)
TOTAL REVENUE 184,207 165,760 168,420 149,587
Employee benefits and on-costs 115,120 113,313 106,412 104,923
Depreciation and amortisation 12,295 11,810 11,453 11,044
Other 74,417 64,547 68,288 58,365
Deferred expense - superannuation (21,700) (27,123) (21,700) (27,123)
TOTAL EXPENSES 180,132 162,547 164,453 147,209
OPERATING RESULT 4,075 3,213 3,967 2,378

The University received a capital development grant from the Australian Government of $3.5 million to
establish a new rural medical school (the first intake of 60 students commenced in 2008). The joint
medical program is the result of partnership between Hunter New England Health, the University of
Newcastle and the University of New England.

Deferred income and deferred expense reflect movements in the actuarially assessed liability for
employees who are members of the State Government’s defined benefit superannuation plans.
Because the Australian Government funds these movements they do not impact the operating
result.
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Abridged Balance Sheets

At 31 December

Current assets
Non-current assets
TOTAL ASSETS

Current liabilities
Non-current liabilities

TOTAL LIABILITIES

NET ASSETS

UNIVERSITY ACTIVITIES

Consolidated

2007
$°000

55,682
313,039
368,721

52,968
82,911
135,879

232,842

2006
$°000

51,327
328,108
379,435

48,155
107,044
155,199

224,236

2007
$°000

46,064
297,209
343,273

49,396
81,902
131,298

211,975

The University is constituted under the University of New England Act 1993. It:

A
A

p—N

> > > >

For further information on the University, refer to www.une.edu.au.
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provides facilities for educational and research at university standard

disseminates and increases knowledge

Parent

2006
$°000

41,065
317,632
358,697

44,807
106,234
151,041

207,656

University of New England

provides courses of study across a range of fields, and carries out research to meet community

needs

participates in public discourse

confers degrees of Bachelor, Master and Doctor and awards diplomas and other certificates

provides teaching and learning that engage with advanced knowledge and inquiry, and

develops and provides cultural, sporting, professional, technical and vocational services to the

community.
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CONTROLLED ENTITIES

The following controlled entities have not been reported on separately as they are not considered
material by their size or the nature of their operations to the consolidated entity.

Entity Name Website
Agricultural Business Research Institute www.abri.com.au
UNE Partnerships Pty Limited www.unepartnerships.edu.au
International Livestock Resources and www.ilric.com
Information Centre Ltd
UNE Vision Pty Ltd *
Remarkspdf Pty Ltd (formerly UNE Rural *
Properties Pty Ltd)
University of New England Sports Association www.une.edu.au/sportune
Services UNE Limited Www.servicesune.com.au

*  These entities do not have websites

OTHER BODIES ASSOCIATED WITH THE UNIVERSITY

The following bodies associated with the University have not been reported on separately as they
are not considered material by their size or the nature of their operations.

Entity Name Website
National Marine Science Centre Pty Ltd www.nmsc.edu.au
University of New England Professorial *

Superannuation Fund

*  This entity does not have a website
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AUDIT OPINIONS

The audits of the University and its controlled entities’ financial reports for the year ended
31 December 2007 resulted in unqualified Independent Auditor’s Reports for 18 (including the
parent) entities and qualified Independent Auditor’s Reports for three entities.

We issued qualified Independent Auditor’s Reports on the following controlled entities:

University of New South Wales Foundation and UNSW Hong Kong Foundation Limited

As is common for organisations of this type, it is impractical for these entities to maintain an
effective system of internal control over donation revenues they receive until their initial entry in
the financial records. The Independent Auditor’s Reports for the year ended 31 December 2006
were similarly qualified.

UNSW Asia School Limited

We qualified the 1 January 2006 opening balances and the results of UNSW Asia School Limited’s
operations and its cash flows for the year ended 31 December 2006, as we had not audited
operations prior to 2006. We were unable to obtain sufficient appropriate audit evidence to form
an opinion on the balances as at 31 December 2005. As these balances effect the determination of
the results of operations and cash flows for the year ended 31 December 2006, we were unable to
form an opinion on these results and cash flows.

We issued unqualified Independent Auditor’s Reports for the following controlled entities:

Australian Education Consultancy Ltd

John Lewis and Pamela Lightfoot Trust

NewSouth Eight Pty Ltd

NewSouth Five Pty Ltd

NewSouth Global India Pvt Limited

NewSouth Global (Thailand) Limited

NewSouth One Pty Ltd

NewSouth Seven Pty Ltd

NewSouth Six Pty Ltd

NSW Minerals Industry/University of New South Wales Education Trust
University of New South Wales Foundation Limited
University of New South Wales International House Limited
University of New South Wales Press Limited

UNSW (Thailand) Limited

UNSW Global (Singapore) Pte Limited

UNSW Global Pty Limited

UNSW Hong Kong Limited.

I I B B B D I D B B B B

The financial reports for A.C.N. 125 694 546 Pty Ltd and UNSW & Study Abroad - Friends and U.S.
Alumni, Inc have not been submitted for audit at the date of this report.

Dosimetry & Imaging Pty Ltd and UNSW Asia Foundation Limited both obtained exemptions from
New South Wales Treasury not to prepare 2007 financial reports, therefore no audit was performed.

UNSW Asia was voluntarily placed into liquidation on 24 December 2007. The audit opinion on the
financial report has not been issued. The Crown Solicitor has advised New South Wales Treasury
that former directors (or equivalent) of a statutory body can prepare and submit the financial
report but they cannot sign the financial report. As a result, the Auditor-General cannot issue an
audit opinion. New South Wales Treasury is investigating ways to overcome this problem.
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Our audits for eight of the University’s controlled entities have not been completed, refer to
Appendix 3 in this Volume for details.

Unless otherwise stated, the following commentary relates to the consolidated entity.

KEY ISSUES
Singapore Campus - UNSW Asia

In 2006, we reported the University was reviewing the scope and operation, financing and other
arrangements of the UNSW Asia Campus in Singapore. This review was undertaken following below
plan enrolments in the first semester of 2007 and similar results forecasted for subsequent
semesters. In May 2007 UNSW Asia announced the closure of its Singapore campus and cessation of
its principal business. The Singapore campus was officially closed on 28 June 2007 and the company
was placed into voluntary liquidation in December 2007. At the date of this report the liquidation
process is still ongoing.

Following the closure of UNSW Asia, the University signed a settlement agreement in
December 2007 with the Singapore Economic Development Board (EDB), the Government of the
Republic of Singapore, the JTC Corporation and UNSW Asia. This resulted in the University assuming
$47.6 million of UNSW Asia’s liabilities and closure costs in 2007, including a $16.9 million ANZ Bank
loan, a $11.9 million EDB loan and repayment of a $13.8 million grant to the EDB.

The closure costs included $3.5 million for staff termination payments. The amount of taxation
liable on these payments is being confirmed with Singapore authorities.

In December 2007, the University also signed an agreement with the EDB, in which the EDB and
others will provide PhD scholarship support to the University for an amount up to SGD 2.0 million
over five years commencing 1 January 2008. The EDB will also provide an aggregate of research
collaboration grants for an amount up to SGD 4.0 million or 40 per cent of the total research cost,
whichever is the lower, over five years. Both funding arrangements are subject to the University
meeting appropriate conditions.

Conflict of Interest

We recommend that identified possible conflicts of interest be closely monitored by the
University to enable formal resolution of conflicts that do eventuate.

The President of UNSW Asia was also a board member of the EDB. This created a possible conflict of
interest with the EDB being a major financier of UNSW Asia. Management advised us that the
President completed the necessary conflict of interest declarations, although those documents
could not be located. We were concerned how the University could satisfactorily conduct a review
of its operations in Singapore while the President remained an EDB board member. After discussions
with management and our sighting available documents we were satisfied that the University
managed this matter satisfactorily.

Outstanding Employment Issues

We recommend the University establish a formal project to resolve outstanding
employment issues in 2008. The project director should formally report on progress and
issues monthly to the University executive.
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During 2007, the University identified a number of employment issues that required significant
attention by management at a time when significant resources were also needed for the closure of
the Singapore campus. As a result management was unable to complete the employment issues.

Three significant employment related issues were identified by management requiring ‘Notices of
Voluntary Disclosures Pending’ being sent to authorities. These letters advised of possible
underpayment of taxes and superannuation obligations. Management sought assistance from
taxation advisers and advise they will complete an extensive review in 2008 to ascertain the extent
of necessary actions and payments to resolve these matters. Based on work to-date the University
recorded $11.8 million of liabilities as at 31 December 2007.

Pre-Retirement Employment Contracts

We recommend management liaise with the Commonwealth Department of Education,
Employment and Workplace Relations on the extent of utilising pre-retirement employment
contracts with the University’s employees.

The University has for many years utilised pre-retirement employment contracts, as permitted by
the Higher Education Contract of Employment Award 1998 (the Award). The Award states:

Where a full-time or part-time employee declares that it is his or her intention to
retire, a fixed term contract expiring on or around the relevant date may be adopted
as the appropriate type of employment for a period of up to five years.

The pre-retirement contract allows the University and the employee to agree that the employee
will give up their status as a continuing employee and enter into a fixed-term contract of up to five
years duration prior to the employee’s retirement. The employee’s employment with the University
will end on the expiration of the contract. In return for agreeing to enter into this contract the
employee receives a salary loading of up to 25 per cent for the short term contract.

Fixing employees’ retirement dates assists the University with succession planning. Employees are
encouraged to seek superannuation advice when contemplating entering into a pre-retirement
contract.

It is common for the employees on pre-retirement contracts to be members of New South Wales
Public Sector defined benefit superannuation funds. When the University pays a salary loading
under these pre-retirement contracts, it results in higher superannuation benefits to the
employees. Funding of these defined benefit superannuation funds is the responsibility of the
Australian Government.

Management has advised us that they are currently reviewing the University’s use of pre-retirement
contracts, including the communication of their use to appropriate stakeholders.
Controlled Entities (Repeat Item)

The complexity of the University group structure continues to pose significant challenges for the
University to address and manage. These include:

A timely identification, communication, reporting and resolution of issues
A ensuring appropriate governance and controls are in place across the group and operate
effectively throughout the year.

We understand management is continuing to review the appropriateness of the group structure with a
view to addressing these issues.
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Australian Defence Force Academy (ADFA) Superannuation (Repeat Item)

In 2006, we reported the University planned to transfer investments it was holding to fund
superannuation liabilities of ADFA staff to the State Superannuation Scheme (SSS Fund). This was
not achieved. However, the University has received advice from its actuary on how to proceed on
this matter.

In 2004, the University reached agreement with the Australian Government for funding
superannuation liabilities of ADFA staff transferred to the University when ADFA became a
University College. In December 2004 the Australian Government paid the University $25.5 million
for those liabilities. Since then it has been the University’s obligation to fund current and future
liabilities. The investment has grown by $12.6 million to $38.1 million at 31 December 2007. These
funds are externally managed as part of the University’s pool of general investments.

Student Debtors and other Reconciliations (Repeat Item)

Last year, we reported management had identified the need to complete a review of credit balances in
student debtors’ accounts during 2007. These balances date back several years and comprise thousands
of small accounts. Management advised us that this review will be completed in 2008.

Co-operative Research Centre for Eye Research and Technology (CRCERT) (Repeat item)

For four years, we reported that the University was conducting an investigation into matters
relating to CRCERT. This investigation is being conducted in accordance with clause 14.2 of the
UNSW (Academic Staff) Enterprise Agreement 2003 ‘Initial Procedures for Dealing with Allegations
of Misconduct or Serious Misconduct’. We have been advised that the University received the
complete report in 2007 from the independent investigator appointed under the Enterprise
Agreement and that the matter is being dealt with. Resolution is expected in 2008.

PERFORMANCE INFORMATION

(Comparative performance data on all universities appears in the ‘Universities Overview’ section
earlier in this Volume.)

The University’s current ratio (a measure of its financial liquidity) was 0.9 at 31 December 2007, an
increase on the previous year’s 0.6. At this level it is below the State’s average of 1.6 and below
the minimum level identified by the Australian Government’s Department of Education,
Employment and Workplace Relations (DEEWR) ‘good practice’ parameters. However, another
DEEWR guideline, the Annual Institutional Assessment Framework, suggests a current ratio of more
than one is low risk, between 0.75 and one is medium risk, and less than or equal to 0.75 is high
risk. Using this benchmark, the University’s current ratio would be considered medium risk. The
University has $290 million available for sale financial assets that are readily convertible to cash to
fund any short-term funding requirements as and when required.

Australian Government grants as a percentage of operating revenue decreased from 39.1 per cent
in 2006 to 38.3 per cent in 2007. It is slightly lower than the State’s average of 38.6 per cent, but
within the DEEWR ‘good practice’ parameters.

Employee benefits and on-costs as a percentage of operating revenue decreased from 58.5 per cent
in 2006 to 55.1 per cent in 2007. This is higher than the State’s average of 54.3 per cent, but within
the DEEWR ‘good practice’ parameters.

The University reported a deficit of $6.5 million. This was primarily attributable to the closure of
UNSW Asia (costing the University in excess of $47.0 million) and $11.8 million of provisioning for
possible employment related taxes and superannuation obligations, mentioned above under
Outstanding Employment Issues.
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OTHER INFORMATION
Fall in Value of Financial Investments

The University held financial asset investments of $360 million at 31 December 2007 ($347 million
at 31 December 2006). A revaluation decrement of $36.3 million ($5.7 million increment in 2006)
was recognised due to the decrease in value of investments as a result of global credit market
uncertainties. At 29 February 2008, the investment values decreased by a further
$24.0 million (6.7 per cent) due to ongoing uncertainties in the global credit market.

Capital Expenditure Program

Capital expenditure in 2007 was $95.9 million, a decrease of $59.2 million on 2006. However, the
University has a significant capital program over the next few years, including building
accommodation at High Street and Anzac Parade and the cancer research building near gate nine
on the main campus. The University’s capital commitments at 31 December 2007 totalled
$126 million.

The capital expenditure program is designed to meet the following major challenges for the
University:

A improve its infrastructure and address backlog maintenance (which was approximately
$238 million at 31 December 2007)

A provide suitable accommodation for students and staff, and

A replace outdated facilities with modern teaching and research facilities.

In order to fund the significant capital program the University did the following:

A negotiated public private partnerships for the two accommodation sites whereby the
majority of the funding is met by the private sector

A arranged a $41.0 million financing arrangement over some of the University’s property on
Anzac Parade

A negotiated a $35.0 million contribution from the Children’s Cancer Institute Australia for
Medical Research

A received a significant grant from the Lowy Family towards the cost of the cancer research
building.

Asset Valuation
In 2007, management improved the ways it values properties by:
A providing detailed instructions to its valuers and received the valuation results

A performing a detailed review and reconciliation of the North Mall Development Zone project.
This process identified the need to reverse $5.7 million of over-capitalised costs

A changing its policy to now depreciate student accommodation buildings over their expected
useful lives. This required recognising $4.5 million of depreciation for prior periods.
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Additionally, management committed to undertake further investigations into disclosing investments
at ‘cost less impairment’ rather than ‘net of impairment’ in its 2008 financial report:

A continuing its review of governance, controls and processes that support University decisions
to enter into and manage significant asset transactions.

NewSouth Innovations Pty Limited (NS Innovations)
In 2006 we reported that:

A formal agreements were not in place to confirm the terms and conditions of convertible note
instruments between NS Innovations and related companies. Management has since entered
into formal agreements

A the structure of the Boards of NS Innovations and related companies may give rise to
potential conflicts of interest. Management has now reviewed the structure and appointed
directors that reduce the conflict

A that funding arrangements for NS Innovations will need to be reviewed during 2007 as
arrangements are not clear as to the quantity, timing and certainty of future funding. This
review is ongoing.

FINANCIAL INFORMATION

The consolidated financial information includes the financial reports of the University and its
controlled entities.

Abridged Income Statements

Year ended 31 December Consolidated Parent
2007 2006 2007 2006
$’000 $’000 $’000 $’000
Australian Government grants 387,298 370,216 387,298 370,216
Higher Education Contribution Scheme 102,526 90,659 102,526 90,659
Fees and charges 309,810 285,076 238,745 209,255
Other 210,884 201,378 192,858 160,647
Deferred (expense)/ income -
superannuation (50,669) (90,369) (50,669) (90,369)
TOTAL REVENUE 959,849 856,960 870,758 740,408
Employee benefits and on-costs 556,380 554,553 515,668 500,408
Depreciation and amortisation 45,215 46,081 43,439 43,082
Other 368,197 330,938 325,945 276,576
Operating loss from discontinued
operation 47,036 -- 47,598 --
Deferred expense/ (income) -
superannuation (50,669) (90,369) (50,669) (90,369)
TOTAL EXPENSES 966,159 841,203 881,981 729,697

Outside equity interest and income
(expenses)/ tax benefit (172) 39 -- -

OPERATING RESULT (6,482) 15,796 (11,223) 10,711
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The majority of the increase in Australian Government grants of $17.1 million was due to five new
grants (Capital Development Pool, HEFA Learning and Teaching Performance Fund, HEFA Operating
CTS, Australian Scheme for Higher Education and Implementation Assistance Program) amounting to
$8.0 million. In addition, UNSW qualified for a 2.5 per cent increase in Australian Grant Scheme by
complying with the Higher Education Workplace Relations Requirements and National Governance
Protocols.

The increase of $25.0 million fees and charges was mainly due to a seven per cent increase in
international student numbers, a 16 per cent increase in domestic postgraduate students and a
19 per cent increase in domestic undergraduate students.

The deferred income and expense superannuation amounts reflect movements in the actuarially
assessed liability for employees who are members of the State Government’s defined benefit
superannuation plans. These have no impact on the operating result because the Australian
Government funds the majority of this liability.

Increase in other expenses of $37.3 million was mainly due to increases in contract services of
$13.9 million and non-capitalised equipment of $8.3 million.

The $47.0 million operating loss from discontinued operations relates to the closure of UNSW Asia.

FINANCIAL INFORMATION

Abridged Balance Sheets

At 31 December Consolidated Parent

2007 2006 2007 2006

$’000 $’000 $’000 $’000
Current assets 195,139 127,478 164,164 82,100
Non-current assets 1,940,836 1,825,022 1,861,856 1,738,897
TOTAL ASSETS 2,135,975 1,952,500 2,026,020 1,820,997
Current liabilities 286,951 265,690 276,553 242,824
Non-current liabilities 449,032 455,503 447,486 446,124
TOTAL LIABILITIES 735,983 721,193 724,039 688,948
NET ASSETS 1,399,992 1,231,307 1,301,981 1,132,049

The increase in the University’s total assets is predominantly due to property, plant and equipment
revaluation increments of $152 million and an increase in major capital expenditure incurred for
buildings during 2007.
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UNIVERSITY ACTIVITIES
The University is constituted under the University of New South Wales Act 1989. It mainly:

A provides education and research facilities of university standard

A aids, by research and other suitable means, the advancement, development and practical
application of science to industry and commerce

A provides instruction and carries out research in humane studies and medicine and other
disciplines as the Council may determine.

For further information on the University, refer to www.unsw.edu.au.

CONTROLLED ENTITIES
UNSW Global Pty Limited (Global)

Global operates controlled entities in Singapore, Hong Kong, India and Thailand. The companies
provide undergraduate preparation courses and various language programs and services, conduct
educational testing, manage study abroad programs and facilitate technical assistance and training
activities.

Year ended 31 December Consolidated Parent
2007 2006 2007 2006
$’000 $’000 $'000 $'000
Revenue 77,376 69,131 73,802 66,630
Expenses 70,703 66,249 68,195 64,725
Profit 6,673 2,882 5,607 1,905
Net assets (at 31 December) 19,370 15,130 18,025 14,718

Revenue rose mainly due to an increase in fees and charges. The increase in expenses was mainly
due to a rise in commissions paid to agents and administrative costs.

Net assets increased by $4.2 million primarily due to an increase in cash and cash equivalents and a
decrease in trade and other payables.

For further information on Global, refer to www.nsg.unsw.edu.au.

University of New South Wales Foundation

The Foundation is the main fundraising arm of the University.

Year ended 31 December 2007 2006
$'000 $'000
Revenue 19,550 11,054
Expenses 7 7
Gain/(loss) on sale of financial assets 99 (468)
Surplus 19,642 10,579
Net assets (at 31 December) 59,615 53,493
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Revenue rose due to receipt of a significant grant from the Lowy Family and an increase in
investment income.

The following controlled entities have not been reported on separately as they are not considered
material by their size or the nature of their operations to the consolidated entity.

Entity Name Website
A.C.N 125 694 546 Pty Ltd *
Acyte Biotech Pty Ltd http://www.acyte.com
AGSM Limited http://www.agsm.edu.au
Audio Nomad Pty Ltd *
Australian Education Consultancy Limited http://www.aecl.com.hk
Cystemix Pty Limited *
Dosimetry & Imaging Pty Limited *
HepatoCell Therapeutics Pty Limited *
John Lewis and Pamela Lightfoot Trust *
NewSouth Eight Pty Ltd *
NewSouth Five Pty Ltd *
NewSouth Four Pty Ltd *
NewSouth Global (Thailand) Limited *
NewSouth Global India Private Limited http://www.unswindiaoffice.com
NewSouth Innovations Pty Limited http://www.nsinnovations.com.au
NewSouth One Pty Ltd *
NewSouth Seven Pty Ltd *
NewSouth Six Pty Ltd *
NSW Minerals Industry/University of New *
South Wales Education Trust
Qucor Pty Limited http://www.qucor.com.au
University of New South Wales Foundation *
Limited
University of New South Wales International http://www.ihunsw.edu.au
House Limited
University of New South Wales Press Limited http://www.unswpress.com.au
UNSW & Study Abroad - Friends and U.S. *
Alumni, Inc
UNSW (Thailand) Limited http://www.unswthailandoffice.com
UNSW Asia Foundation Limited *
UNSW Asia School Limited *
UNSW Global (Singapore) Pte Limited http://www.singapore.unsw.edu.au
UNSW Hong Kong Foundation Limited *
UNSW Hong Kong Limited http://www.hongkong.unsw.edu.au

*  These entities do not have websites
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AUDIT OPINION

The audits of the University and its controlled entities’ financial reports for the year ended
31 December 2007 resulted in unqualified Independent Auditor’s Reports.

Unless otherwise stated, the following commentary relates to the consolidated entity.

PERFORMANCE INFORMATION

(Comparative performance data on all universities appears in the ‘Universities Overview’ section
earlier in this Volume. The information shown below is based on consolidated financial
statements.)

The University’s current ratio (its ability to meet short term financial obligations) was 1.2 at
31 December 2007, a decrease from the previous year’s 1.6. This ratio is lower than the State
average of 1.6 and below the Australian Government’s Department of Education, Employment and
Workplace Relations (DEEWR) “‘good practice’ parameters.

Australian Government grants as a percentage of operating revenue slightly decreased from
42.8 per cent in 2006 to 42.7 per cent in 2007 and are within DEEWR ‘good practice’ parameters.
The State’s average was 38.6 per cent.

Employee benefits and on-costs as a percentage of operating revenue increased to 53.3 per cent in
2007 (51.7 per cent in 2006) and is within DEEWR ‘good practice’ parameters. The State’s average
was 54.3 per cent.

OTHER INFORMATION

We identified a number of opportunities to improve accounting and internal control procedures at
the University and its controlled entities and have reported them to management. A number of
these issues have been raised previously, however the University has advised that they require a
longer timeframe to resolve. The University has instituted processes to monitor and report on
progress in resolving issues raised.

Voluntary Student Unionism

Voluntary Student Unionism (VSU) resulted in the University, through a subsidiary company,
assuming responsibility for providing a number of services previously undertaken by student
organisations.

An independent company, the University of Newcastle Union Limited (UNUL), was responsible for
many student services at the Newcastle campus. In the absence of income from student union fees
this company was unable to continue operating. On 1 April 2007, all operations, assets, and
liabilities of UNUL (net assets of $2.1 million) were transferred to the University’s subsidiary
company UoN Services Limited for nil consideration.

In order to assist in capital works and to replace income previously obtained from student
membership fees the University gave a subsidy to UoN Services Limited of $1.9 million. In 2006,
UNUL received membership fees of $1.5 million. In 2007, UoN Services Limited received
membership fees of $59,000, which is a decrease of $1.4 million.

In total during 2007, the University spent $2.7 million on payments to student associations.
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Credit Cards

In our 2006 Report to Parliament Volume Two, it was noted that there were problems with the
University’s employees extensive use, and large number, of credit cards. The University is
continuing to improve controls and, from March 2008, cards will be automatically cancelled by the
University where there is non-compliance with the internal policy regarding their use.

Commercial Activities (Repeat Item)

Universities enter into commercial activities for various reasons including to commercialise
research. To help ensure all activities are adequately identified, monitored and risks and benefits
reported, procedures and records are required.

We previously reported to the University that a commercial activities register was required to
record details for all activities. It is also a requirement of the University’s enabling legislation. The
original target implementation date for the creation of a commercial activities register was
30 June 2007. However, this has been extended to 30 June 2008.

Investments

Due to the recent movements in financial markets the University’s investment portfolio has
decreased $7.4 million (8.4 per cent) in the three months since 31 December 2007. Investments
were nine per cent of the total assets held by the consolidated entity as at 31 December 2007.

FINANCIAL INFORMATION

The consolidated financial information includes the financial reports of the University and its
controlled entities.

Year ended 30 June Consolidated Parent
2007 2006 2007 2006
$'000 $'000 $'000 $'000

Australian Government financial

assistance 256,121 234,464 256,121 234,464
Fees and charges 75,060 74,807 55,051 56,616
Other 82,913 74,467 81,983 73,810
Deferred income - superannuation (18,966) (33,889) (18,966) (33,889)
TOTAL REVENUE 395,128 349,849 374,189 331,001
Employee benefits and on-costs 221,373 198,371 212,184 190,409
Depreciation and amortisation 33,164 29,443 32,554 29,038
Other 138,173 120,348 130,132 111,962
Deferred expense - superannuation (18,966) (33,889) (18,966) (33,889)
TOTAL EXPENSES 373,744 314,273 355,904 297,520
OPERATING RESULT 21,384 35,576 18,285 33,481

Deferred income and deferred expense reflect movements in the actuarially assessed liability for
employees who are members of the State Government’s defined benefit superannuation plans.
Because the Australian Government funds these movements, they do not impact on the operating
result.
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At 31 December Consolidated Parent

2007 2006 2007 2006

$'000 $'000 $'000 $'000
Current assets 56,621 78,704 73,516 93,139
Non-current assets 898,686 873,812 901,504 876,538
TOTAL ASSETS 955,307 952,516 975,020 969,685
Current liabilities 77,149 72,082 87,608 82,363
Non-current liabilities 130,915 157,848 131,235 157,948
TOTAL LIABILITIES 208,064 229,930 218,843 240,311
NET ASSETS 747,243 722,586 756,177 729,374

Net assets for the consolidated entity have increased by $26.8 million principally due to the
operating result and asset revaluations performed during the year.

UNIVERSITY ACTIVITIES

The University is constituted under the University of Newcastle Act 1989. It mainly:

A provides educational and research facilities, having particular regard to the needs of the
Hunter Region, the Central Coast and surrounding areas

A encourages the dissemination, advancement, development and application of knowledge

A provides courses of study and carries out research to meet the needs of the community

A confers degrees, including Bachelor, Master and Doctor, and awards diplomas and

certificates.

For further information on the University, refer to www.newcastle.edu.au.

CONTROLLED ENTITIES

The following controlled entities have not been reported on separately as they are not considered
material by their size or the nature of their operations to the consolidated entity. The audits
resulted in unqualified Independent Auditor’s reports and did not identify any significant issues or
risks, except as noted below.

GraduateSchool.com Pty Limited

During the year the company took action to rectify deficiencies it identified in the control
environment. The audit also identified specific control weaknesses including; failure to monitor and
follow up debtors, lack of control of physical assets, lack of supporting documentation for some
payments and journal entries, no formal approval of student fee charges, and incorrect costing for
inventory and inadequate control over stock-take procedures. The Finance section of the University
is now providing financial services to the company and is addressing the weaknesses identified.
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UON, Singapore Pte Ltd

UON, Singapore Pte Ltd offers a number of the University’s undergraduate and post graduate
degree courses at campuses in Singapore. The University has an agreement with a Singaporean
education provider to teach University degrees from their campuses. This means that the University
did not have to purchase infrastructure in Singapore and benefits from its partner’s local
knowledge.

The company was incorporated on 8 March 2006 and is still in the start up phase of its operations.
It was planned that the company would incur losses for the first two years before turning
profitable. To date, losses of $467,000 have been incurred. UON, Singapore Pte Ltd has liabilities
that are greater than its assets by $386,000. The largest creditor of the company is the University
which is owed $1.9 million at 31 December 2007. The University has provided a letter of support to
the company and anticipates that UON, Singapore Pte Ltd will make a profit in 2008 and start to
repay the monies owing to the University.

UoN Services Limited

UoN Services Limited acquired the assets and liabilities of the University of Newcastle Union
Limited on 1 April 2007. The University of Newcastle Union Limited existed to provide facilities,
services and amenities for its Members. However, due to the introduction of voluntary student
unionism, the business was transferred to UoN Services Limited.

The University obtained control of Degrees in Catering Pty Ltd on 1 April 2007 from the University
of Newcastle Union Limited. Degrees in Catering Pty Ltd exists to provide catering at functions,
occasions, or events held in locations outside of designated licensed areas. It is consolidated with
UoN Services and the University.

TheraPPy Pty Limited was wound up during 2007 and the remaining company proceeds distributed
to shareholders.

Entity Name Website
GraduateSchool.com Pty Limited www.gradschool.com.au
Hunter Uni-Clinics Pty Limited *
- Cessnock Uni-Clinic Trust *
The University of Newcastle Research www.newcastle.edu.au/tunra
Associates Limited
- Probiotic Health Pty Limited *
UoN Foundation Ltd www.newcastle.edu.au/foundation
UoN Services Limited *
- Degrees in Catering Pty Ltd *
UON, Singapore Pte Ltd www.newcastle.edu.au/campus/singapore

*  These entities do not have websites

Auditor-General’s Report to Parliament 2008 Volume Two 61




University of Technology, Sydney

AUDIT OPINION

The audits of the University and its controlled entities’ financial reports for the year ended
31 December 2007 resulted in unqualified Independent Auditor’s Reports.

KEY ISSUES
Corporate Governance and Risk Management Framework

Last year we recommended alignment of the risk management framework of the University and
Insearch Limited to further enhance governance. During the year, Insearch Limited’s Board was
reconstituted to increase the University’s representatives and the term of any director restricted to
eight years. This initiative allowed Insearch Limited to improve its corporate governance through
the addition of directors’ skills.

Ku-ring-gai Campus Rezoning

The University endorsed a strategy in July 2003 to review its options for the long term use of the
Ku-ring-gai Campus.

With the consent of the University Council, the preferred concept plan for the Ku-ring-gai Campus
was submitted to the New South Wales Department of Planning under Part 3A of the Environmental
Protection Act 1997 (EPA Act). The submission seeks the introduction of a new site-specific land use
zone to permit a wider range of uses including residential.

The University is now waiting for the Minister's decision. Indications are that a formal decision will
be made in early May 2008.

PERFORMANCE INFORMATION

(Comparative performance data on all universities appears in the ‘Universities Overview’ section
earlier in this Volume. The information shown below is based on consolidated financial statements.)

The University’s current ratio (a measure of its financial liquidity) was 1.9 at 31 December 2007.
This is an increase from the previous year’s ratio of 1.4 and higher than the minimum level
identified by the Australian Government’s Department of Education, Employment and Workplace
Relations (DEEWR) ‘good practice’ parameters.

Australian Government grants as a percentage of operating revenue increased, from 31.7 per cent
in 2006 to 32.3 per cent. However, it remains lower than the State’s average of 38.6 per cent, and
well within the DEEWR “good practice’ parameters.

Employee benefits and on-costs as a percentage of operating revenue decreased from 57.5 per cent

in 2006 to 55.1 per cent in 2007. The University’s percentage is higher than the State’s average of
54.3 per cent, but within DEEWR ‘good practice’ parameters.
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