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Acknowledgement
of Country

UTS acknowledges the Gadigal People of
the Eora Nation upon whose ancestral
lands the Broadway campus stands.

The Gadigal people have cared for their
community, land and waters for
thousands of generations, based on their
deep knowledge of their country.

We pay our respects to their Ancestors,
their Elders and acknowledge their
ongoing status as the First Peoples of this
land.
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Gayemagal Country

The suffix -gal means 'man of /-galyan means ‘'woman of

Gadigal = Man of Gadi, the place is Gadi (Sydney City)
Kamaygal = Man of Kamay, the place is Kamay (Bolany Bay)
Barramattagal = Man of Barramatta, the place is Barramatta (Parramatta)

Sydney City is located in Gadigal Country, this area is called Gadi.
Gadi makes up part of the Eora Nation, which is the Greater Sydney Area. i BIRRA BIRRA
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Agenda

1. Context and framing

2. What is the financial position of

UTS?

3. An alternative to OSI

4. Recommendations

5. Question and Answer



Context and framing

« UTS proposed significant staff reductions through OSI to address financial
concerns.

« Ongoing losses requiring a $100m year cost saving

* Need to repay $300m bond in 2027

* Need to buffer against further shocks and invest in priority areas
* The Vice Chancellor has invited discussion of alternative solutions.

« Senior academics from Accounting and Economics have developed a data-
driven alternative plan.

« The alternative plan challenges the financial crisis claim and provides direction
on viable solutions.

* The alternative plan aims to stimulate constructive dialogue and protect the
university’s reputation and core functions.
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UTS profitability or deficits since 2020

: : Net Profit
* OSI Change Proposal (_p_6) m_dlcates that Year (87000)
UTS had 5 years of deficits since 2020

« For UTS and (other universities) using 2015 31,015
net profit as a measure of financial 2016 69,592
performance is misleading due to 2017 78,036
depreciation 2018 74,702

_ _ 2019 27,599

* Put simply, under accounting rules, 2020 43,075
depreciation expenses the cost of an 2021 121,954
asset over its estimated life 2022 52,542

« Depreciation expense does not 2023 -107,025

iInvolve a cash outflow 2024 -80,825
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What is UTS financial performance adjusted for depreciation?

* After excluding depreciation UTS has
made a surplus EVERY year since 2015

Net Operating Result Net Operating

o _ . , Year before Depreciation Result

* Depreciation for UTS is also ‘inflated’ by ($°000) ($°000)
annual revaluations of assets to fair

value 2015 104,832 31,015

) 2016 146,330 69,592

* These increased values are then 2017 160,099 78,036

depreciated adding to UTS expenses 2018 165,670 74,702

and further reducing profit AU SRS 2L0

_ _ 2020 79,396 -43,075

» We estimate using these revalued 2021 246,397 121,954

figures adds about $22m to UTS 2lEe 73,000 S 2i0a2

2023 31,564 -107,025

expenses 2024 64,584 -80,825



What about alternative performance measures?

 As net profit is a misleading measure of Vear Cash from Comprehensive
university performance, alternative operations ($°000) income ($°000)
measures are. 2015 135,060 79,771
« Cash flow from operations 2016 | 152,845 199,519
2017 172,606 153,240
2018 | 18798 131,302
« Comprehensive income 2019 | 179458 50,778
2020 82,726 7,826
ot T g 1o
e e ore
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2024 86,941 36,461




Growth in employee costs

~ Academic .
_ Year Employee Professional Employee
* Employee costs have increased "  Expemses Lxpenses
faster than revenues with the
. . . 2017 288,524 265,532
increase driven by professional staff "
costs 2018 321423 296,474
| . R — R— e |
° The propor“on Of Contlnu|ng Staﬂ: that 2019 ..................................................... ................... 351’647 ................... ............................. 3 ......... ’60 ..................................
. . 0 2020 371,035 344,425
are professional is around 60% =~ TR S A
2021 326741 307,975
» Since 2022 total employee costs for 52 318286 325,115
professpnal staff exceeds that for 5023 s I
aCademICS 2024 ..................................................... ................... 393,111 .................... ............................. 411,114 ..............................
Total growth 2018- o | o |
004 S R
Total growth 2022- 2031% 33.49%
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Does UTS have too much debt?

Borrowing Total liab % of

« UTS intends to repay $300m bond in

2027 University % of assets assets

- $300m bond originated in 2017 asa  mvesityofNew 5y,
d . South Wales -~

replacement for $300m NAB revolving  University of e 370,
facility Technology Sydney ~ ~7 7'° e
_ _ Monagsh 10%  34%
« UTS debt is not excessive when University of 3y 3
. . e 0 0
compared with other universities Melbourne S — ]
RMIT 9% 29

University of o o

Queensland - K

gUmvers.lty of Westemé 50, 21%
Australia

QUT 5% 21%



Does UTS have sufficient cash reserves?

 Total cash has increased by approx
$270m to $427m since 2020 despite
losses

* As total cash should keep increasing
before bond is due, some cash should
be available to retire debt

(;?lsdh Financial Assets (Liquid
. Elements) (“hidden CCE”)
equiv
Total
Year  Liquid Total Total Managed Tern}
Funds Deposits
Assets
2019 163,799 146,288 17,511 17,511 0
2020 155,465 137,346 18,119 18,119 0
2021 252,260 232,113 20,147 20,147 0
2022 358,438 230,074 128,364 18,364 110,000
2023 373,986 243,484 130,502 20,502 110,000
2024 426,946 237,265 189,681 89,681 100,000
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Recommendation Design Principles

* Any strategy to address the University’s financial situation should deal with
the causes of the problem;

« Accommodate as many of the constraints that the Vice Chancellor has
created as possible;

 Academic redundancies must be a last resort because academics drive
the core functions of the University.
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Recommendations — Net Profit

« Academic Employee Expenses to increase at 3.5% p.a. from 2026;

« Constraining Non-Academic Employee Expenses to increase at

2.91% p.a. from 2027 involving about 84 redundancies in central
administration;

« Constraining Other Expenses to increase at only 2.6% p.a.;

« Reducing Essential Investment to $100m for two years in 2026 and
2027, rising to $130m in 2028 and 2029, and then to $190m in 2030,
pending a thorough review,;
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Recommendations — Cash Flow & Debt Repayment

« Utilising $110m term deposit in 2027 with $40m of cash from
accumulated annual cash flow to retire $150m of the $300m bond in

mid-2027;

« Refinancing $150m of the $300m bond in 2027 for two years and
replacing the $110m term deposit from accumulated cash at the end

of 2030;

« Allowing the University’s Overall Cash Position to temporarily fall
below the Desired Operations Buffer across the planning period.
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Forecasts of Net Profit and Cash Flow

UTS Actual and Projected Profit, 2022-2030
o A\ ctual Profit 21-24 o o1y 2024 Forecast
= Nov 2024 Forecast = == = Net Profit - Alternative Plan
» e s ee e Cash Flow - Alternative Plan == (Comprehensive Result - Alternative Plan
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Recommendations

« Advisory body for capital financing and asset management - Establish an internal advisory
group of experts to guide decisions on asset replacement and capital structure for
sustainabillity.

« Course and subject review - Conduct ‘root and branch’ collaborative reviews to reduce
genuine overlap and consolidate courses when there are genuine questions about viability.

Develop alternative measures of course viability to replace the fundamentally flawed ACV
model.

* Innovative revenue streams — Put in place a system to encourage development of additional
new income sources leveraging research expertise to diversify funding.

 Focus on philanthropy and endowment - Renew emphasis on philanthropy and endowment
finance inspired by successful international models for long-term support.



Conclusions

No financial crisis - UTS is not facing a financial crisis; proposed radical
measures are unnecessary and may cause harm.

Balanced alternative plan - Alternative proposal offers a data-driven
strategy preserving academic strengths and addressing finances.

Protecting reputation and core capabilities - Emphasizes safeguarding
UTS’s reputation and academic excellence built by staff over decades.

Inclusive evidence-based decision making - Calls for collaboration with
leadership to ensure informed, inclusive decisions aligned with mission.



Operational Sustainability at UTS: An Alternative Proposal

Stephen Taylor, David Brown,
Martin Bugeja, Sue Wright,
Peter Docherty* and Robert Czernkowski

* corresponding author

The authors have used all due care and skill to
ensure the material is accurate as of the date of
this report. UTS and the authors do not accept
responsibility for any loss that may arise by
anyone relying on its contents.
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Questions

Please keep questions to 30 seconds or less

Please keep answers to 1 minute or less
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