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Disclaimer
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anyone relying on its contents.



Executive Summary

In November 2024, the UTS Executive released a Discussion Paper identifying an ongoing
problem with the University’s finances and outlining a set of parameters within which a
solution to that problem might be sought. That Discussion Paper invited feedback on its
analysis and recommendations. In April 2025, the Vice Chancellor held a Town Hall meeting
at which he announced that the solution to the problems identified in the Discussion Paper
would involve the redundancy of 150 academics and 250 professional colleagues. He also
reiterated the invitation to provide feedback or suggest alternative proposals to address the
issues of concern. On September 17, 2025 the full Academic Change Proposal was released
which reiterates the key points from the Discussion Paper!. This document offers such
feedback and an alternative proposal. It reviews the problems identified in the November 2024
Discussion Paper, it uses publicly available data from the University’s accounts to identify the
causes of the problem raised in the Discussion Paper, and it offers an alternative course of
action that delivers an improved financial performance for the University without academic or
faculty-based professional redundancies.

It should be noted that there has been relatively little (if any) connection between the alleged
“causes” of the current (and forecasted) financial position of the University and the proposed
measures to be implemented. The November 2024 Discussion Paper presents a series of “facts”
such as academic versus non-academic staffing levels but offers no explanation for Zow such
situations have occurred. We caution against assuming that these “facts” warrant treatment in
the absence of a clear understanding of how and why such “facts” arose. Such analysis requires
transparent accountability and reflection that is absent from documents available to us. Hence,
our focus is on careful financial analysis and forecasting based on available data to demonstrate
a plausible runway to a relatively sound financial outcome.

Two key concerns are raised in the November 2024 Discussion Paper. The first is to what
extent UTS is facing a financial “crisis” because of its deteriorating Net Profit position and to
what extent this requires a response. The second is whether UTS has sufficient Cash Flow to
manage its debt repayment obligations in mid-2027.

With respect to the first of these issues we suggest that it has two elements. The first is
driven by the effect on depreciation of recent asset acquisitions and upwards revaluation of

existing assets as well as the use of a “Fair Value” model (rather than a Cost model) for assets

I We have used the numbers from the November 2024, Discussion Paper. The numbers from the final proposal
are slightly different.



with no “offsetting” benefit recognized in the net accounting result. As a consequence, the net
income figure quoted as justification for the proposed changes outlined in the November 2024
Discussion Paper is downwardly biased. But this is a long run issue that raises questions about
asset management and replacement and these questions, while important, do not need to be
answered in the short run. Rather they require the development of a plan for asset replacement
that gives consideration to the more complex issue of the University’s capital structure (the mix
of debt and equity to be used in financing long term asset replacement). The second element
pertains to the growing expenses of Non-academic Salaries and Other Expenses that we
identify as driving part of the downward trend in Net Profit.

The second, broader problem identified in the November 2024 Discussion Paper as to
whether UTS has sufficient Cash Flow to manage its debt repayment obligations in mid-2027
is a serious matter and it is not clear that sufficient cash will be available without some
additional strategy. It is apparent, however, that sensible strategies are available without the
extreme measures identified in the November 2024 Discussion Paper of making 400 colleagues
redundant.

Our conclusion is that UTS is not currently facing a genuine financial crisis and that this is
not the time for a radical reorganisation or downsizing of the University. In fact, such an
approach would subject the University’s reputation to significant risk. Measures could,
however, be put in place to address the recent increases in costs, enhance the University’s
financial performance, ensure that sufficient cash is available for debt repayment obligations
in 2027, and address some of the sensible objectives outlined in the November 2024 Discussion
Paper. Our suggested measures include:

e Allowing Academic Employee Expense to increase at 3.5% per annum from 2026
for the 5-year planning period;

e Constraining Non-Academic Employee Expense to increase at 2.91% per annum
from 2027 involving approximately 84 staffredundancies in central administration;

e Constraining Other Expenses to increase at only 2.6% per annum across the planning
period;

e Reducing Essential Investment to $100m for two years in 2026 and 2027, then
raising it back to its desired level of $130m in 2028 and 2029, and then to $190m in
2030, pending a thorough review of the process by which this spending is formulated
and prioritised;

e Utilising $110m of a maturing term deposit in 2027 to supplement $40m of cash
from accumulated annual cash flow to retire $150m of the maturing $300m bond in
mid-2027;

e Refinancing $150m of the $300m bond in 2027 for two years;
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e Replacing the $110m term deposit from accumulated cash at the end of 2030;

e Allowing the University’s Overall Cash Position to temporarily fall below the
Desired Operations Buffer across the planning period.

We forecast that these measures would generate deficits of $62.5m in 2025 and $54.1m in
2026 and then surpluses rising from $6.2m in 2027 to $144.2m in 2030. The accumulated
surplus over the 2025-2030 period is expected to be $168.4m compared to about $205.0m
under the November 2024 Discussion Paper. There will also be sufficient cash flow to ensure
that the $300m debt is retired and fully paid off by the end of the five-year planning period. All
of this is possible with about 84 redundancies in central administration rather than 400 across
the university as recommended in the November 2024 Discussion Paper.

In addition, we recommend a number of measures that address other issues identified in the
November 2024 Discussion Paper. These include:

e Establishing an advisory body of experts from within the University to work with
University leadership and the Finance Committee of the University Council to examine
the issue of long-term asset replacement. This body should consider among other things
the appropriate capital structure (mix of debt and equity) that could optimally be used
to finance the physical and technological infrastructure of a public institution such as
UTS;

e A “root and branch” review of course and subject offerings to reduce genuine overlap
and to consolidate courses and subjects where there are genuine questions about
viability. But this needs to be done in close co-operation with and on the advice of local
academic leadership who are better able to assess academic overlap and to build
academic merit into assessments about viability. Alternative measures of course and
subject viability also need to be developed in place of the fundamentally flawed ACV
measures which are demonstrably unfit-for-purpose with respect to rigorous decision-
making processes;

e Putting in place a system of encouraging the development and evaluation of genuinely
innovative sources of additional revenue to complement the traditional sources of
revenue considered in the November 2024 Discussion Paper. This might include using
the University’s knowledge and research expertise to develop profitable consulting
services to relevant industries such as engineering and business. We know of at least

one such proposal that seems promising but has not been sufficiently considered;
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e Rethinking the University’s approach to philanthropy and endowment finance. This is
a significant source of funding at universities in the United States and while Australia’s
culture is somewhat different, this appears to be a significantly untapped resource to

which more serious and systematic thought needs to be given.

We acknowledge the Vice Chancellor, Professor Andrew Parfitt, for encouraging the
production of “alternative evidence” as input into discussion of the November 2024 Discussion
Paper and Proposals, and we thank Belinda Johnson, the University’s Chief Financial Officer
for her time and willingness to engage in discussion with us about the University’s financial
condition. We reiterate that our aim is simply to provide the UTS community with an accurate
assessment of the current financial position and its likely future performance, so as to identify

the extent to which simultaneous operational and structural changes are necessary.
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1. Introduction

In November 2024, the UTS Executive released a Discussion Paper identifying an ongoing
problem with the University’s finances and outlining a set of parameters within which a
solution to that problem might be sought.? That Discussion Paper invited members of the UTS
community to enter a dialogue about the problem, how it might be solved and, more
specifically, about the analysis contained within the paper itself. Subsequently, in April 2025,
the Vice Chancellor held a Town Hall meeting for all University staff at which he announced
that none of the feedback received on the OSI-DP to that point had offered additional insights
into the problem, and that the solution he saw emerging was likely to involve a reduction of
approximately 400 staff across the University, 150 academics and 250 professional colleagues.
On September 17, 2025 the full Academic Change Proposal was released which essentially
reiterates the key points from the OSI-DP with some relatively small variations.

The Vice Chancellor has continued, however, to invite discussion of the problem and the
identification of alternative solutions. It is in response to these invitations and the potentially
serious consequences for the University of the emerging solution, that a group of academic
staffin the Business School with relevant expertise in accounting, finance and economics have
undertaken an analysis of a number of the key issues raised in the OSI-DP and attempted to
identify alternative solutions. This document is the product of that analysis and is offered to
both the UTS Executive and the broader UTS community as a contribution to the discussion
and decision-making processes regarding the problem that the 2024 OSI-DP identified.

The document is set out as follows. Firstly, it reviews the key features of the problem
identified in the OSI-DP and the parameters within which that paper suggests a solution could
be sought. Secondly, ituses publicly available data on the University’s finances to examine the
OSI-DP’s characterisation of the problem and to identify the causes of that problem. Failure to
understand and articulate these causes is likely to lead to ineffective or unreasonable plans for
remedy, and we regard this as a crucial step in the process of analysing the situation faced by
the University. Thirdly, the document looks at some aspects of the University’s finances in
more detail. Finally, it recommends and explains a number of alternative measures that would
improve the University’s finances without substantial redundancies of academic or key support

staff. The document’s analysis suggests that there is a problem that needs to be addressed but

2 Parfitt, A. (2024), Operational Sustainability Initiative — Initial Consultation Discussion Paper, November,
University of Technology Sydney. Henceforth referred to as the OSI-DP.

3 Parfitt, A. (2025), Academic Change Proposal - Operational Sustainability Initiative, September, University of
Technology Sydney. We have used the numbers from the November 2024, Discussion Paper. The numbers in the
formal change proposal are slightly different.



the proposed solution of significant staff reductions is not the best way to address this problem
and is in fact likely to cause long term damage to the University’s operations, outcomes and

reputation.

2. The Problem Identified in the Operational Sustainability Initiative Discussion Paper
The central problem that the OSI-DP identifies is that UTS faces a financial deficit over the
organisation’s formal planning period (approximately 5 years) with a concern that such deficits
may persist even beyond that period (p.11). This assessment revises a previous one that UTS
would return to a modest surplus of 3-5% of revenue by 2026 after the planned deficits
associated with the COVID-19 period (p.5).

The main reason identified in the OSI-DP for this change in financial outlook is a reduction
in the prospect for revenue growth from international students (pp. 3, 9). The Federal
Government’s plans to limit the intake of international students by various measures and
questions about its ability to realise these plans has significantly increased uncertainty about
future intakes of international students. This has compounded the negative effects on revenue
from domestic students associated with the previous Government’s Job Ready Graduates
Program, the current Government’s failure to unwind that program, and delays in the current
Government’s plans to expand access to university education to a wider cross section of young
Australians. The OSI-DP also identifies cost increases (pp.3, 5) associated with higher inflation
experienced in Australia between the March quarter 2022 and the June quarter 2024 as a driver
of the deterioration in the University’s financial performance.

The prospect of financial deficits across the immediate five-year planning period, and
possibly beyond, raises three particular problems for the University according to the OSI-DP
(pp.10-11). The firstis that such a financial position is not “viable” or consistently sustainable.
The second is that this will impede the University’s ability to fully retire a $300m bond issue
that matures in mid-2027. The third is that the University’s ability to “investin priority areas”
or to build up a buffer against “further sector shocks” will be undermined. The specific
conclusion reached by the OSI-DP is that annual University expenditure must be reduced by
$100m from 2026 in order to return the University to a small surplus and address these three
problems (pp.2, 5, 10, 15).

The OSI-DP also provides some specific assessment of conditions within the University that
supports the Vice Chancellor’s more recent suggestion that staff numbers should be reduced.
For example, it observes that there is a relatively high percentage of UTS staff who are not

engaged in teaching and research with 5% of Level E staff who have a research workload



allocation not having published, won external grant funding or supervised an HDR student in
the last 3 years. Furthermore, growth in the professional workforce has exceeded ATN
benchmarks (p.18). It also argues that there are subjects and programs that no longer meet
student demand or have become unviable due to market change, requiring refinement of the
UTS subject portfolio. This assessment appears to be based on calculations of a financial
margin (the so-called Academic Course Viability or ACV measure) that allocates all costs in
the university including fixed costs (e.g. buildings, equipment and senior management salaries)
and the costs of delivering research outcomes, to each subject that is taught. How such viability
can be considered by allocating fixed costs is beyond our understanding, and indeed beyond

what conventional economic theory and analysis (as taught in universities) would suggest.

3. An Assessment of the Operational Sustainability Problem

The underlying problem identified in the OSI-DP, therefore, is the University’s current
operating loss and the fact that such losses are forecast to continue across the five-year planning
period. This problem needs, however, to be placed within an accurate understanding of the kind
of business that the University represents and the relevant principles that govern the financial
management of that kind of business. For a private company which must answer to its
shareholders or for a commercially oriented but publicly-owned company that must pay some
form of regular dividend to the government, running a series of net operating losses is a serious
matter that requires an immediate response. For a public university that does not have
shareholders and does not pay a financial dividend to the government, running a series of net
operating losses certainly requires attention but, depending on the reasons for the losses, the
nature of this attention and the timeframe over which the issue must be addressed are quite
different. It is not true that a public institution such as UTS cannot operate for a short period
of time with operating losses (depending on what is causing those losses).

As discussed below, an important factor that is driving the operating losses that UTS is
currently experiencing is the depreciation charge against its extensive portfolio of assets. Since
depreciation is an accrual item (or a book entry) without an associated cash flow, it does not
have any bearing at all on the short-run performance of the organisation. Rather, an operating
loss generated by the impact of a significant depreciation charge raises questions about long
run plans for asset management including issues of disposal and replacement. In fact,
depreciation associated with the recent purchase of assets or an upwards revaluation of existing
assets has a natural downwards bias on operating profit. Asset purchases increase the total

value of assets so that depreciation, which is calculated as a proportion of total asset value,



increases following such purchases. The value of assets also tends to grow over time, so that
institutions which regularly revalue their assets will increase the depreciation charge which is
determined as a proportion of that rising value. To counter this downwards bias on profit,
accounting standards require the recording of an additional book entry in the accounts to that
effect. UTS itself follows such a procedure. The additional income is not, however, recognised
in the Income Statement (Profit and Loss Statement) but in something called the Statement of
Comprehensive Income which complements the /ncome Statement. For an institution such as
UTS, Comprehensive Income which is calculated in this statement is a better measure of short-
term performance than the Net Operating Result precisely because it balances the effect of
depreciation with the beneficial effects of asset revaluations and allows questions of asset
management to be addressed in the long run. A second such alternative measure is Cash Flow
since this indicates whether an organisation has the ability to meet its immediate expenses and
is thus able to continue functioning in the short run.

We therefore examine the University’s recent Comprehensive Income and Cash Flow
measures as well as its Net Operating Result and we distinguish between the short run and long
run implications which arise from these measures. We begin by considering patterns in the Net
Operating Result in recent times. If a response to developments in this measure is required, it
will be important to address any trends that may have characterised its recent performance. All
of the primary reasons offered for the current financial position in the OSI-DP are characterised
as external to the university and unrelated to its management or governance. There is no attempt
to explain why certain factors identified as symptomatic have arisen. One such example is the
relatively high ratio of non-academic to academic staff. It is not clear how this is a reflection
of the external factors summarised above versus aspects of management decision making and
governance. A more considered approach to change requires that we understand sow allegedly
problematic settings within the University have arisen. Simply identifying a “fact” consistent
with lower than required financial performance, without any explanation of how or why it has
arisen, is consistent with treating a symptom without knowing how the actual sickness is
caused. We thus attempt to fill this gap in the OSI-DP’s analysis.

Table 1 provides data on the Net Operating Result of the University for the most recent ten-
year period along with its main components. While the Net Operating Result is somewhat
volatile, it was consistently positive prior to the onset of COVID-19 in 2020, with an average
value of about $55m over the 2015-2019 period. Over the same period, average annual revenue

growth was 9.98% while average annual growth in total expenses was higher at 10.39%. The



Table 1: The University’s Net Operation Results, Revenue and Expenses — 2015-2024

Net Net
Total Employee Dep’n Other Total Operating Operating
Year Revenue  gypense ($°000) Expenses*  Expenses Result Result before
(3°000) (3°000) (3°000) ($°000) ($°000) Depreciation
($°000)

2015 751,841 | 418369 | 73,817 228,640 720,826 31,015 104,832
2016 859,852 | 463,478 | 76,738 250,044 790,260 69,592 146,330
2017 953,561 | 505,546 | 82,063 287,916 875,525 78,036 160,099
2018 1,049,719 | 566,268 90,968 317,781 975,017 74,702 165,670
2019 1,097,766 | 623,100 111,046 336,021 | 1,070,167 27,599 138,645
2020 1,058,767 | 670,876 | 122,471 308,495 | 1,101,842 43,075 79,396
2021 1,142,177 | 599,079 | 124,443 296,701 1,020,223 121,954 246,397
2022 1,023,981 609,230 | 125,542 341,751 | 1,076,523 52,542 73,000
2023 1,146,489 | 689,638 138,589 425287 | 1253514 @ -107,025 31,564
2024 1,314,035 764,403 | 145,409 485,048 | 1,394,860 -80,825 64,584

Average

Annual

Growth 6.72 % 718% | 7.99 % 9.14% 7.81 %

2015-24

Average

Annual

Growth 9.98% | 10.48%  10.95% 10.16 % 10.39 %

2015-19

Average

Annual

Growth 4.11 % 454% | 5.62% 8.33 % 576 %

2020-24

Source: UTS Annual Reports, Parent Entity (University) data, various. Results for the same analysis using Economic Entity
(Consolidated) data are very similar. * Note: Other expenses are inferred by deducting employee expenses and depreciation.

fastest growth in expenses was Depreciation which grew at nearly 11.00% p.a.* followed by
Employee Expenses at about 10.50% p.a. Adjusting for the proportion that each expense item
represents in total expenses, the largest contribution to growth in expenses came from Other
Expenses (at 2.66%) followed by Employee Expenses (at 2.48%) and Depreciation (at 0.62%).
In the period since the onset of COVID-19 the Net Operating Result fell to an average of
—$32m with revenue growing at an annual average of only 4.11% and total expenses growing
by a significantly higher annual average of 5.76%. The contribution of Employee Expenses to
total expense growth thus seems significant but if we decompose this contribution, we find that
Academic Employee Expenses contributed only 0.82% to average annual expense growth while

Non-Academic Employee Expenses contributed about twice this at 1.65%.

4 This depreciation growth is at least partly a result of UTS’s approach of revaluing assets every year following
the Fair Value model of accounting standard AASB116.
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Over this post-COVID period then (2019 to 2024), Revenues rose by a cumulative total of
19.70% and Expenses rose by a cumulative total of 30.34%, leading to a substantial
deterioration in the University’s Net Operating Result. Of this cumulative increase in Expenses,
Academic Employee Expenses contributed 4.11% over the period, Non-Academic Employee
Expenses contributed 8.26%, Depreciation contributed 3.11% and Other Expenses contributed
13.33%. The largest increases in expenses were, therefore, Other Expenses and Non-Academic
Employee Expenses which together accounted for over 20% or just over $183m ($37m per
year) of the cumulative increase in expenses and the deterioration in the Net Operating Result
to generate a deficit of $80m in 2024. The bulk of expense growth did not, therefore, come
from academic salaries in this period but from Non-Academic Staff Expenses and Other
Expenses.

This analysis suggests that these two components of expenditure (Non-Academic Employee
Expenses and Other Expenses) need to be carefully reviewed. Part of the increase in Other
Expenses over this period will have been the inflation spike that occurred in the middle of this
period, but inflation has now returned to be well within the Reserve Bank of Australia’s target
band and is currently 2.1% p.a. But careful monitoring of this expense category into the future
is warranted.

Table 1 also indicates that there was a substantial jump in the University’s depreciation
expense in the 2018-2020 period. This appears to be related to the completion of Building 2
and some revaluation effects. It is important to note that roughly one seventh of depreciation
arises from the University’s use of the Fair Value model rather than the Cost model for assets,
even though either is consistent with Australian accounting standard AASB116. While this
does not directly affect cash flow, the rationale for depreciation as an accounting expense does
“preserve” cash since operating cash flow exceeds accrued earnings by the amount of
depreciation (all other things equal). This cash could be used to replace or refurbish depreciable
assets but there are also considerations of debt versus equity financing that need to be
considered as part of the planning process for asset replacement. Many commercial firms
would use debt to finance asset replacement and then treat the subsequent interest and
repayment costs as an expense over the life of the asset. These complex issues can and should
be part of the long-term asset management considerations of the University but do not need to
be finalised over the course of the current planning period, and we make some
recommendations regarding this process later in the paper.

As argued above, short run attention should be focused on Cash Flow and Comprehensive

Income. The final column of Table 1 provides an estimate of cash flow by deducting
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Table 2: Net Surplus and Cash from Operations ($'000s)

Year Net Surplus after Tax : Cash from Operations CFO/Profit
2015 36,991 135,060 365.1%
2016 72,149 152,845 211.8%
2017 72,870 172,606 236.9%
2018 67,257 187,986 279.5%
2019 15,644 179,458 1147.1%
2020 -50,579 82,726 -163.6%
2021 109,199 189.456 173.5%
2022 -71,504 92,567 -129.5%
2023 119,964 96,567 -80.5%
2024 -77,985 86,941 -111.5%

Source: UTS Annual Reports, Economic Entity (Consolidated), various.

University's Actual Income and Cash Flow Measures,2015-2024

Comprehensive Income == == NetCash Flow

= == == Net Profit

300,000

250,000

200,000

150,000

$000

100,000

50,000

0

-50,000

-100,000

-150,000
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Figure 1 — Net Profit, Comprehensive Income and Cash Flow

depreciation from the Net Profit result. While the mean of this variable is lower in the period
since 2020 ($99m compared to $143m) it remains strongly positive. Table 2 compares the
recent net financial results (i.e., accrual profit/loss) to its Operating Cash Flow (OCF) for the
consolidated organisation. This highlights the fact that UTS continues to enjoy a strong
operating cash flow albeit not at the level historically enjoyed. A key question which arises
from this observation is how that cash has been invested and what proportion of cash
investments have been made in “non-core” activities. But it is apparent from Table 2 that while
the ability of UTS to generate cash from profits has deteriorated, the institution is still in a

position where it has strongly positive cash flows from operations.
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Figure 1 further compares the University’s Net Profit, Comprehensive Income and Cash
Flow measures for the 2015-2024 period. The deterioration in Net Profit from about 2019 is
again evident from the red dashed line in this figure. Comprehensive Income shows a gentle
downward trend but is clearly higher than Net Profit in all periods and positive in all but one
year. Cash Flow is generally higher than both Net Profit and Comprehensive Income and
fluctuates in a narrow range around a mean of about $130m. Figure 1 thus indicates that there
is a long run issue to be addressed with declining Net Profit but the short run measures of
Comprehensive Income and Cash Flow suggest that UTS is not experiencing a financial crisis
and is in a reasonably healthy on-going position. Our analysis also suggests that the source of
deteriorating Net Profit is partly the long run issue of depreciation and partly the significant

growth in non-academic salaries and other expenses, and is not driven by academic salaries.

4. Other Expenses - Closer Examination

One of the most puzzling aspects of the University’s financial performance relates to software
related expenses. Table 3 below highlights a rapidly increasing amount of “software
maintenance expense”. Given the stated need to invest in new and improved systems, one
would expect to observe the opposite, as significant software acquisition, development, testing
and set up costs are capitalised and subsequently amortised, rather than being treated as one-
off cash expenses. A significant question then relates to the underlying logic for these choices
and are there other ways that the expensing of IT investment can be better ‘matched’to activity
and revenue generation?

The Vice Chancellor has made it clear that UTS has a substantial technological debt, and
that investment is necessary to bring our IT systems up to scratch. Total spending on software
can be classified either as an asset, if it is intended to have future economic benefits, or as an
expense, if it is for example in the nature of maintenance and is not intended to increase the
service ability of that asset.” We have estimated total software spending by aggregating the
amount which has been treated as an expense and the amount which has been treated as asset.

Table 3 shows that total spending on software has increased from about $36 millionin FY19
to almost $67 million in FY24. However, the proportion which has been treated as an asset has
fallen from 50% to 41%. This implies that a substantial proportion of software spending is

being treated as an expense which will have no future benefits. This does not seem consistent

> Any move toward cloud-based software mightbetter be treated as a yearlylease cost rather than as an investment
in major software platforms which is capitalised.



Table 3: Software Maintenance Expense ($'000s)

Total Software
. Software Percent
Year Software Maintenance o 1 e 1e
. Capitalised Capitalised

Spending Expense
2019 35,765 17,878 17,887 50.0%
2020 42 418 21,078 21,340 50.3%
2021 40,416 24,236 16,180 40.0%
2022 47,078 28,142 18,936 40.2%
2023 60,702 32,939 27,763 45.7%
2024 66,746 39,276 27,470 41.2%

with the claims that UTS has been investing in software platforms which are intended to

provide benefits into the future.

5. Non-Academic Employee Expenses — Closer Examination

As noted earlier, the OSI-DP observes that non-academic staffing costs have risen at a higher
rate than revenues but also well above that at comparable institutions. Tables 4 and 5 provide
data on employee numbers at UTS and employee expenses by type of employee. It is clear
from Table 4 that in FY23 (the last year for which this data was available) support staff
constituted 60% of continuing positions at UTS. For an institution whose chief purpose is
research and teaching, this balance seems lopsided. In its review of operations over the years,
UTS has reported staff numbers broken down into continuing and casual and also into academic
and support (professional) staff. Interestingly, in FY24, UTS changed its reporting to remove
some of the granularity in these categories. In particular, we can no longer identify what part
of support staff are continuing versus casual. Table 4 also suggests that the non-academic head

count should be examined with a view to being reduced.

6. Depreciation of Fixed Assets

As noted above, the difference between the University’s Net Operating Result (based on accrual
accounting measures) and its Operating Cash Flow is depreciation of the intensive capital
investment in physical plant/buildings that has occurred at UTS over the last 15 years. It is
accepted practice in the university sector to carry property plant and equipment under the Fair
Value model rather than under the Cost model. Consistent with this, UTS has been revaluing

its buildings and its land as well as infrastructure and other assets. From the end of FY'15 to



Table 4: Headcount Growth (Continuing Positions, Full-time Equivalent)

Academic Professional Total Proportion
Year (continuing) (continuing) (continuing) Professional
2010 * * * n/a
2011 * * * n/a
2012 * * * n/a
2013 * * * n/a
2014 * * * n/a
2015 1050 1555 2605 59.7%
2016 1112 1636 2748 59.5%
2017 1230 1636 2866 57.1%
2018 1350 1826 3176 57.5%
2019 1463 1985 3448 57.6%
2020 1365 1824 3189 57.2%
2021 1345 1826 3171 57.6%
2022 1316 1919 3235 59.3%
2023 1374 2063 3437 60.0%
2024 * * * n/d
Note: * = not disclosed in UTS Review of Operations (vol. 1 of Annual Report)

Table 5: Employee Expense Growth — Academic & Professional ($'000s)

% Academic Employee | Professional Employee

car Expenses Expenses

2017 288,524 265,532

2018 321,423 296,474

2019 351,647 322,602

2020 371,035 344,425

2021 326,741 307,975

2022 318,286 325,115

2023 349,828 378,185

2024 393,111 411,114
Total growth 2018-2024* 36.25% 54.83%
Annualised growth 2018-2024* 4.52% 6.44%
Total growth 2022-2024** 20.31% 33.49%
Annualised growth 2022-2024** 2.68% 4.21%

Notes: Each cell for each category includes: Salaries, Superannuation, Payroll Tax, Workers’ Compensation, Long
Service Leave and Annual Leave. * Denotes growth over 2018-2024 uses the numbers at the end of 2017 as a base.

** Denotes growth over 2022-2024 uses the numbers at the end of 2021 as a base.
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Table 6: The Effect of Revaluations on Depreciation ($'000s)

Y Total ARR - ?RfR - LARI;_I d ARR Total Depreciation
€ar . Assets  Buildings nira- caseno ota Reported
structure Improvements
2015 : 2,609,534 34,172 182,119 630,362 77,884
2016 : 2,772,199 78,472 193,870 753,769 81,692
2017 : 2,049,536 109,979 207,778 825,573 87,921
2018 : 3,221,146 119,305 214,189 1,963 868,215 96,695
2019 . 3,527,414 133,848 221,219 3,161 904,849 127,279
2020 : 3,502,077 165,555 233,841 4,511 953,148 140,133
2021 : 3,544,526 189,837 255,913 6,794 996,753 142,176
2022 : 3,484,344 272,236 286,826 11,572 1,102,940 140,498
2023 : 3,485,265 313,896 311,851 15,389 1,183,407 145,167
2024 : 3,489,217 303,962 305,394 15,389 1,256,700 153,029
Source: UTS Annual Reports, Economic Entity (Consolidated), various.
Table 7: Impact of Revaluation on Depreciation of Property, Plant
and Equipment (PPE)
Leased
Plant and : Leasehold P&E, ROU
Buildings Infrastructure i Equip’t Improv’ts Library assets TOTAL
2024 estimated
ending balance 764,347 193,673 185,852 125,873 29,202 2,784,383
Component due to
2014-2024
revaluations 206,220 237,394 30,913 13,509 4,799 0 492,835
Total revaluations as % of ending balance 17.7%
Total PPE depreciation 124.27m
Calculate 17.7% of this 22.00m
Total UTS FY24 depreciation 153m
Deduct amount due to revaluation (above) -22m
Depreciation if Assets accounted for under cost model 131m

Source:

UTS Annual Report, Economic Entity (Consolidated) 2014-2024.

Basis: Starting with opening balances from the FY14 report, we worked forward adding the cost of additions and the
amount of revaluations, and deducting depreciation charged, to estimate the final balance sheet totals in 2024. The
opening balances in 2014 were assumed to be at cost, even though over 90% of these were reported as fair value. This
was necessary as the 2014 opening balances described as Fair Value would have included the original cost component
as well as the amount of revaluations undertaken before the start of 2014. As we have no information allowing us to
separate these components, our 2014-2024 revaluation total will understate the total revaluation component of the
closing balance, and so understate the amount of depreciation due to revaluations.

the end of FY24 the total assets have increased from $2.6 billion to almost $3.5 billion.°

Over this time, annual depreciation expense reported in the accounts has increased from just

under $78m to just over $153m. The financial accounts disclose that the University’s physical

assets are depreciated over periods from 3 to 49 years. Without more detail, a conservative

6 Note we here use the commonly accepted short scale “American” billion (10°).
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assumption of 49 years would be reasonable. We note that the asset revaluation reserve on
buildings, infrastructure and leasehold improvements has increased from an amount of
$34m+$182m+$0=%$216m to an amount of $304m+$306m+$15m=%$624 over a period from the
end of FY15 to the end of FY24. This increase of $408m, if depreciated over a conservative
life of 49 years yields $8m depreciation. At a lower average life of 23 years, this yields $18m
depreciation. While we do not have sufficient information to carefully assess the
appropriateness of these numbers, it should be noted that depreciation is ultimately a question
of judgement. If we do not attempt to unpack the components of the asset revaluationreserve
and simply look at the relationship between reported depreciation and total assets, we note that
total assets increased by 33% over the nine years, while depreciation increased by 96%. It is
clear that depreciation, a noncash item, has a major impact on the net surplus after tax but can
be explained only partly by revaluations and investment in new assets (Table 6). In Table 7, we
report our estimate of the impact of revaluation on depreciation under certain conservative
assumptions, meaning that we possibly understate this impact. We find that approximately
17.70% of the depreciation of Property Plant and Equipment (which can be stated as 14.37%
of total depreciation) is solely due to the decision to choose the Fair Value model, which leads
to asset revaluations and depreciation being based on those revalued amounts, not on actual

cost.

7. The University’s Debt Levels and Cash Reserves

A critical assumption underlying the OSI-DP is the need for UTS to repay the $300 million
bond which falls due in 2027. This position is exacerbated by the implicit assumption that
absent significant intervention, UTS does not have sufficient cash to do this. Each of these
points warrants explicit consideration.

Withrespect to the University’s $300 million debt, comparison with other university balance
sheets in Table 8 suggests while the level of debt currently carried by UTS is toward the top
end of the spectrum of Australian Universities, it is not the highest and is not excessive given
the substantial investments it has financed. In 2024, the ratio of Borrowing to Total Assets was
about 12%, with the University of Melbourne having a higher ratio of 13%. The gearing ratio
(Total Liabilities to Total Assets) was 37%, with the University of New South Wales having a
higher ratio of 41%. There is, therefore, a case for reducing these ratios over time but the
average ratio for borrowing across the university sector (excluding UTS) is 7% and for the
broader gearing ratio (again excluding UTS) is 30.2%, so that the case for immediate

repayment of the full debt as suggested in the OSI-DP is not strong. Repayment of half of the
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Table 8: Borrowing Burden and Total Leverage

Total Assets 'To.ta.ll. Borrowings Borrowin Leverage
University Year (A$'000) IZK‘;‘:)‘(:::’)S ( A$v000;; % ® (TL/T/E)
University of New South Wales 2024 6,783,165 | 2,785,378 327,541 5% 41%
University of Technology Sydney ' 2024 3,498,217 1,303,506 409,175 12% 37%
Monash 2024 9,104,994 : 3,089,737 870,962 10% 349%,
University of Melbourne 2024 : 12,268,176 : 3,702,663 i 1,640,273 13% 30%
RMIT 2024 4,627200 © 1,346,878 428919 9% 29%
University of Queensland 2024 6,124,178 © 1,432,542 360,279 6% 23%
University of Western Australia 2024 = 3236,647 . 683,265 168,732 5% 21%
QUT 2024 2,478,066 516,470 118,572 5% 21%
Swinburne University 2024 1,881,219 351,873 - 0% 19%
University of New South Wales 2023 6,358,955 . 2.810,007 327,541 5% 44%,
Monash 2023 7,375,618 1 2059685 848,686 12% 40%
University of Technology Sydney : 2023 3,485,263 1 1,327,015 412,936 12% 38%
ANU 2023 5.462,607 @ 1,807,277 259,644 5% 339%
University of Melbourne 2023 ¢ 11,996,598 | 3,822,146 1 1,596,436 13% 32%
University of Sydney 2023 © 10,094,746 = 3,183,145 488,952 5% 32%
RMIT 2023 4,524,564 1 1,268,513 378,165 8% 28%
University of Queensland 2023 5417,791 © 1,339,624 356,854 7% 25%
Swinburne University 2023 1,641,308 401,605 2,000 0% 24%
University of Adelaide 2023 2,816,278 621,369 51,163 2% 22%
QUT 2023 2,390,043 524,700 125,367 5% 22%
University of Western Australia 2023 2,998,324 642,949 170,306 6% 21%

Source: 2024 or 2023 Annual Reports, Economic Entity (Consolidated), various.

Table 9 — The University’s Liquid Asset Position

Cash and Cash Equivalents (CCE)

Financial Assets (Liquid
Elements) (“hidden CCE”)

Total

Ve Liqud  Towl  Casho oSG U Teal CREE et
ssets
2019 163,799 146,288 10,088 52,200 84,000 17,511 17,511 0
2020 155,465 137,346 8,432 110,414 18,500 18,119 18,119 0
2021 252,260 232,113 7,550 157,563 67,000 20,147 20,147 0
2022 358,438 230,074 6,096 73,147 150,831 128,364 18,364 110,000
2023 373,986 243,484 7,875 130,588 105,021 130,502 20,502 110,000
2024 426,946 237,265 52,619 184,646 0 189,681 89,681 100,000

Source: 2024 or 2023 Annual Reports, Economic Entity (Consolidated), various.
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Figure 2 — The University’s Liquid Asset Position

outstanding $300m bond in 2027 and rolling over the balance of $150m would reduce the
borrowing ratio to 9.36% and the gearing ratio to 33.2% which are significantly closer to the
sector averages and perfectly reasonable for an institution that has engaged in such heavy recent
investment spending.

With respect to the cash situation, it is important to understand that the item described on
the Balance Sheet as Cash and Cash Equivalents is not the totality of liquid assets available to
the University. It is always inefficient to have excess holdings of cash on hand, and so a
common business practice is to invest such cash in short term liquid assets. To fully understand
the University’s liquidity position, these other financial assets need to be included. Table 9 and
Figure 2 summarise the reported cash and cash equivalents together with those components of
financial assets which are unambiguously liquid (i.e., managed funds and term deposits but not
amounts described as “other financial assets” as the makeup of these is unknown). Observing
trends in Figure 2, the University’s liquid asset position is good. Despite this, there is of course
the possibility that some of this cash improvement has come from liquidating investments.

The NSW Audit Office recommends a minimum cash holding of 3 months operations for
universities as a buffer against unforeseen reductions in revenue. Using the total expense
figures in Table 1, this would suggest a current holding of $364m. Table 9 and Figure 2 indicate
that UTS currently holds approximately $427m taking all liquid assets into account. This
indicates that liquid funds approaching the suggested $150m retirement of debt in 2027 are
likely to be available while still meeting the minimum liquidity holding recommended by the

NSW Audit Office.
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8. An Alternative Proposal

Our analysis to this point suggests that while UTS has been experiencing a decline in Net Profit
that requires attention, an important part of that decline has been driven by the long run factor
of depreciation that does not require an immediate response. Rather it requires a consideration
of issues associated with asset management, and development of a plan for long term asset
replacement that pays careful attention to the University’s capital structure (the mix of debt and
equity used to finance the University’s portfolio of assets). A second part of the decline in Net
Profit has been driven by an upward trend in Non-Academic Salaries and Other Expenses, and
this does warrant attention in the short run. In addition, there is the problem of ensuring that
sufficient cash is available to meet the University’s debt repayment obligations in 2027. This
is a serious matter and it is not clear that sufficient cash will be available without some
additional strategy although repayment of $150m looks more reasonable.

In this section we outline a number of measures that address each of these problems. In
doing so, it is apparent that these problems can be addressed without substantial academic or
faculty-based professional staff redundancies. There will, unfortunately, need to be a reduction
in the number of staff in central administration but this is largely because this part of the
University has been allowed to grow unchecked at a rapid rate in recent years.

Our approach to designing a set of strategies to address the above issues has been based on
two important principles. The first is a recognition of the nature of the University’s core
business and what resources are crucial to the delivery of that business. The OSI-DP (p.4)
observes that “UTS has achieved remarkable success over the last two decades” and
“established a strong position as a research and teaching university with an enviable local and
global reputation”. This is the University’s core business and it is the result of the work
performed over this period by its academic and professional staff. UTS staff is by far the most
important strategic asset that the University possesses, and in particular the cognition of
academic staft which is the key resource the university mobilises for teaching, research and
engagement.

However, the connection between the work performed by the University’s staff and the
University’s reputation is a complex one involving the development and application of teaching
and research expertise by having staff engage in dozens of different kinds of tasks and activities
across the full range of disciplines. This work cannot be reduced to a simple list of two or three
tasks (such as publishing papers, supervising research students or obtaining external grants)

and itis executed in a highly interconnected and collegial way rather than by a group of isolated
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individuals.” Many of these interconnections are informal and unobservable to those not in
direct contact with the relevant staff. In fact, this was once described by a DVCR as ‘hidden
productivity’. All of this work can be understood as investment in very specific knowledge and
skill sets that enable academic staff to deliver specific teaching and research outcomes that are
reflected in the University’s enhanced reputation.

Significant disruption to the size and composition of the University’s academic workforce
would involve the loss of staff who possess the specific knowledge and skills required to
maintain the reputation that the University has acquired over such a long period. These specific
skills could not easily be re-acquired if it was subsequently discovered that they were needed
or the decision to contract the University were to be reversed. In addition, removing a
significant cohort of such staff would have negative network effects on the capacity and
productivity of retained staff due to the interconnected nature of academic work outlined above.
The direct impact of significant staff reductions on UTS teaching and research capacity plus
the secondary effects on research and teaching productivity via network effects thus carry
significant risks for the core activities of the institution and should only ever be considered as
an absolute last resort when all other available measures have been exhausted.

There are two compelling reasons, therefore, from a business perspective that framing an
appropriate strategy to deal with the University’s financial position should nof¢ involve
substantial redundancies of academic staff or professional staff that support and enable these
activities. The first is that the costs associated with these members of staff are not the source

of the University’s current financial position as the above analysis has demonstrated. Focusing

7 Alevel D or E academic could, for example, have spent the last three years: teaching a large first year class with
more than 2,000 student enrolments per annum and a staff of around 20 colleagues to manage in addition to the
associated curriculum and assessment development that must be undertaken in such a subject; contributing to the
work of one or two committees responsible for research or educational policy formulation and implementation at
the department, faculty or university level; editing a discipline-based academic journal; regularly refereeing
research paperssubmitted to academic journals; contributing to the management of their department by overseeing
the allocation of teaching assignments and the hiring and performance of casual academic staff; making regular
and sustained contributions to the research of others by commenting on draft papers, research ideas or grant
proposals informally or by regular contributions at research seminars; organising research conferences or
workshops; giving discipline-based talks to high school students that serve the community and promote the UTS
brand; examining PhD theses; and supervising fourth year undergraduate honours theses. None of this productive
work is captured by the metrics of article publications, PhD supervision or the winning of external grants and yet
it represents a strong contribution to the University’s core objectives either directly or indirectly. This member of
staff may well have had a research workload allocation and may have also been working on material for journal
papers or scholarly books either not completed or yetto be published. They may also have indirectly contributed
to the publications, supervisions and grantsuccesses of other colleagues via significant comment and on -going
discussion. This highlights the multi-faceted and complex nature of academic work and its interconnectedness.
Removal of a such a person would have considerably negative direct and network effects on the teaching and
research performance of the University, and highlights the danger of simple-minded metrics, however important
the activities represented in those metrics might be for the University as a whole.
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on these staff as a source of savings would fail to address the real cause of the University’s
financial problems. Secondly, such an approach carries the significant risk of damaging the
University’s achievements over the past two decades and its ability to maintain these outcomes
into the future since these are the direct result of work performed by that staff. Forecasts of the
future profitability of any set of measures that reduce academic staff need to allow for the
impact this will have on revenue which the existing plan does not appear to do. Suggesting
substantial changes to the size and composition of the University’s core workforce without a
careful analysis of this complexity and interconnectedness thus carries significant risk to the
productivity and reputation of the University.

The second principle we have used in formulating a strategy to address the issues facing the
University is the important analytical distinction made earlier in the paper between the short
term and the long term. One of the concerns expressed in the OSI-DP is the need to properly
reflect the cost of asset depreciation (especially buildings) and also the need to plan for asset
replacement. This concern is a sensible one and should be given careful consideration. But
assets depreciate over long periods of time and their replacement is thus a long-term decision.

A similar approach should be taken to investment in efficiency-enhancing systems that the
OSI-DP suggests at a number of points is also a desirable objective. Such investment is best
and most usefully made when the organisation is experiencing strong growth. Availability of
finance is easier in such periods and the impact of such investment will be most useful in
buoyant conditions when the additional productive capacity is not in excess of requirements. It
does not make business sense to cut into essential resources to make such investments when
revenues are weaker. Such cuts are likely to impede rather than enhance the organisation’s
ability to deliver it core activities and the additional capacity is not particularly useful at such
times.

These observations and the analysis offered in this document suggest that this is not the time
for a radical reorganisation or downsizing of the University. In fact, such an approach would
constitute a very high-risk business strategy. But some measures could be put in place to
enhance the University’s financial performance and address some of the sensible objectives

outlined in the OSI-DP. These include:

e Assuming that Total Revenue will grow at 6.2% per annum across the planning period;
e Allowing Academic Employee Expense to increase at 3.5% per annum from 2026;

e Constraining Non-Academic Employee Expense to increase at 2.91% per annum from
2027 involving approximately 84 staff redundancies in central administration;

17



e Constraining Other Expenses to increase at only 2.6% per annum across the planning
period;

e Reducing Essential Investment to $100m for two years in 2026 and 2027, then raising
it back to its desired level of $130m in 2028 and 2029, and then to $190m in 2030,
pending a thorough review of the process by which this spending is formulated and
prioritised;

e Utilising $110m of a maturing term deposit in 2027 to supplement $40m of cash from
accumulated annual cash flow to retire $150m of the maturing $300m bond in mid-
2027,

e Refinancing $150m of the $300m bond in 2027 for two years;
e Replacing the $110m term deposit from accumulated cash at the end of 2030;

e Allowing the University’s Overall Cash Position to temporarily fall below the Desired
Operations Buffer across the planning period.

The assumption of 6.2% p.a. growth in Total Revenue is the revised growth rate in the
University’s less optimistic outlook. This seems a reasonable foundation for forecasting
performance over the planning period. We consider the impact of a further negative shock to
revenue in the Appendix that also provides more detail on the forecasting methodology used to
trace the impact of the above measures on profit and cash flow. This analysis shows that a
severe negative shock to revenue could be managed effectively with minimal changes to the
recommendations specified above.

It also seems reasonable to allow for academic salaries to rise at approximately 3.5% per
annum from 2026 although the precise figure here will depend on the outcome of the enterprise
bargaining process which is just commencing. This would assume no growth in the number of
academic staff over the planning period.

We are also recommending that Non-Academic Employee Expense be constrained to
increase at only 2.91% per annum from 2027. Unfortunately, we anticipate that this would
involve approximately 84 staff redundancies in central administration. As discussed above,
Academic Employee Expenses grew by 3.22% on average across 2020-24, contributing 1.56%
to the growth in Employee Expenses and 0.82% to the growth in Total Expenses. Over the same
period, however, Non-Academic Employee Expenses grew by 5.96%, contributing 2.98% to
growth in Employee Expenses and 1.65% to the growth in Total Expenses. Academic Employee
Expenses thus made the smallest contribution to the growth of Total Expenses of any expense
category except depreciation while the contribution of Non-Academic Employee Expenses was
about twice that of Academic Employee Expenses. Our analysis suggests, therefore, that some
discipline needs to be exerted over Non-Academic Employee Salaries although this should be

prioritised to staff who do not provide direct support to academics within the faculties.
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We recommend that limiting this expenditure item to a growth rate of 2.91% down from
5.96% in the 2020-24 period. This essentially limits this item to the same expense contribution
that academic salaries made in the 2020-2014 period. The full effect of this change is only felt
in 2027 since we propose allowing a full year in 2026 to implement the change.

In the period 2020-24, Other Expenses grew at 8.33% p.a. which contributed 2.66% to
growth in Total Expenses (Total Expenses grew by 5.76% p.a. compared to growth in Total
Revenue of 4.11% p.a.). The contribution of Academic Employee Expenses to growth in Total
Expenses in this period was only 0.82%. We thus recommend that Other Expenses be reviewed
and constrained over the planning period so that it makes the same contribution to growth in
Total Expenses that Academic Employee Expenses made in the 2020-24 period. This would
suggest a growth rate in the expense itself of 2.6%.® This rate is slightly above the current
headline rate of inflation of 2.1% for the June quarter 2025 and allows this category of spending
to grow at a low rate of 0.5% in real terms. This seems to be a very achievable strategy for this
problematic spending category.

The time path of Net Profit for the University under our proposed Alternative Plan as well
as the “Optimistic” forecast from early 2024 and the “Do Nothing” option after revenues had
been revised downwards in the light of changes to government policy on international students
are shown in Figure 3. These measures are forecast to generate deficits of $62.5m in 2025 and
$54.1m in 2026 and then surpluses rising from $6.2m in 2027 to $144.2m in 2030. The
accumulated surplus over the 2025-2030 period is expected to be $168.4m compared to about
$205.0m under the 2024 OSI. The time path of Net Profit is clearly superior to that of the
“Optimistic” forecast of early 2024. In addition, the short run indicators of performance that
we stressed earlier in the paper are improved by the measures outlined above and indicate that
the University is forecast to be in an increasingly strong financial position from 2025. Figure
3 indicates that Comprehensive Income is forecast to be positive and steadily increasing from
$75.5m in 2025 to $387.7m in 2030. Cash Flow is forecast to increase from $87.7m in 2025 to
$328.9 in 2030. All of this is possible with about 84 redundancies in central administration
rather than 400 across the university as recommended in the OSI-DP.

Apart from addressing the issue of profitability, the challenge of ensuring that the University
effectively manages the retirement of a $300m bond in mid-2027 must be considered. While

an appropriate cash reserve should have been initiated to facilitate this repayment, it seems that

8 This percentage is calculatedas 0.0082/0.3151=0.0260=2.6% where 0.3 151 is the proportionof Total Expenses
represented by Other Expenses in 2024.
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UTS Actual and Projected Profit, 2022-2030
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Figure 3 — University’s Actual and Projected Profit under Various
Scenarios including Our Alternative Plan

this has not been done. The University seems to have been relying on continued and indeed
continuous growth in revenues from international students in recent years to accumulate this
reserve but revenue growth has been lower than expected due in part to the COVID-19
pandemic and then the Federal Government’s policy on international students. Whatever the
reason, cash flows between now and mid-2027 will be important for managing the bond’s
maturity. Despite the failure to accumulate an appropriate reserve, there also appears to be a
strong preference to repay as much of the maturing bond as possible, to limit the extent of
refinancing, and then to refinance only at the shortest possible maturity. This seems an
unnecessarily extreme approach given that the bond has provided finance for substantial
building investment, generating assets with lives of 50 years or more. There would easily be a
case for refinancing a significant portion of the maturing bond with a maturity of up to a further
10 years given this capital investment and the negative shock to revenue experienced over the
last 5 years. Nonetheless we accept, in the first instance, the parameters of maximum debt
repayment and a short maturity on any refinancing to see whether these parameters can be
accommodated.

University management also seems committed to additional ongoing annual investment of
the order of $130m to upgrade various internal systems. It is somewhat unclear how the
investment schedule underpinning this commitment has been determined and whether it has
been subjected to a rigorous process of review and prioritisation given the situation in which

the University finds itself. But given the circumstances it seems reasonable to trim this for two

20



years to $100m, then to raise it back to the desired level of $130m for two years, and then to
raise it to the catch-up figure of $190m in 2030 for one year. This would deliver the same
amount of investment over the planning period but alters the timing of this spending to allow
room for repayment of the bond in 2027 and the associated refinancing and cash flow measures
recommended below.

The University’s cash flow or Net Cash Flow is equal to Revenue Net of Discounts less
Employee Expense less Other Expenses less any Net Financing Cost Change from the measures
we recommend. The New Cash Position in each period is then given as Net Cash Flow plus the
cash position from the previous period (Previous Cash Position). Ongoing investment should
then be deducted to determine the Available Cash after Essential Investment that can be used
for debt repayment or new investment initiatives. Additional cash flow items associated with
debt repayment arrangements and other sources of cash should also to be taken into account.
Available Cash after Essential Investment can be augmented by the liquidation of investments
and new lending or refinancing, and cash will of course be used when debt is repaid. Taking
these cash flows into account determines the Overall Cash Position of the University for the
year. This position may then be broken down into two components. The first is what might be
called a Desired Operational Buffer, liquidity held in case of sudden negative shocks to cash
flow that allows the University to continue operating in the short run. The State NSW Audit
Office recommends a minimum of 3 months operating expenses as the basis for this buffer. The
difference between Overall Cash Position and this Desired Operations Buffer is thus cash that
can be used at the discretion of the University for strategic projects. A negative value for
Discretionary Cash means that the Overall Cash Position is below the Desired Buffer and that
there is no cash available for discretionary use. Such a situation can be sustained for a short
period if the University finds itselfin financial stress (in fact the whole point of the bufferis to
allow the University to keep operating in such circumstances) but it is not desirable for
prolonged periods.

We propose that the University make use of a $110m term deposit which matures in mid-
2027 to supplement $40m from accumulated cash and retire $150m of the maturing $300m
bond. The remaining $150m should be refinanced for 2 years to generate sufficient additional
cash flow to meet the commitment of the maturing bond. The outstanding amount of $150m
would then be paid in mid-2029 and the $110m term deposit would be replaced at the end of
2030. The components of cash flow generated by this strategy are shown in Figure 4. These
measures would ensure that the University’s Overall Cash Position did not fall much lower

than $200m, despite being slightly below the Desired Cash Position in a number of years. But
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UTS Cash Flow Projections - Alternative Plan, 2025-2030
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Figure 4 — Components of Cash Flow with Liquidity Management
Measures in Place

it should be noted that these recommendations and our cash flow calculations assume a narrow
definition of cash and do not impinge on what we defined as “Hidden Cash and Cash
Equivalents (CCE)” in Table 9 except for the use of the $110m term deposit which is employed
for a short period and then replaced. The Overall Cash Position is never below the Desired
Cash Position by more than $101m, and Hidden Cash exceeds this figure by more than $50m.
The University thus continues to possess additional liquidity which could be called upon in a
genuine crisis. It should also be noted that the constraints of refinancing only half of the bond
and a short refinancing maturity could be and should be reviewed, and that relaxation of either
of these constraints would enhance the University’s ability to manage its debt obligations
without recourse to significant redundancies.

In addition to these measures which directly address the issue of the University’s financial
performance, a number of other measures could be planned to address other issues identified
in the OSI-DP. These include:

e Establishing an advisory body of experts from within the University to work with
University leadership and the Finance Committee of the University Council to examine
the issue of long-term asset replacement. This body should consider among other things
the appropriate capital structure (mix of debt and equity) that could optimally be used
to finance the physical and technological infrastructure of a public institution such as

UTS;
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e A “root and branch” review of course and subject offerings to reduce genuine overlap
and to consolidate courses and subjects where there are genuine questions about
viability. But this needs to be done in close co-operation with and on the advice of local
academic leadership who are better able to assess academic overlap and to build
academic merit into assessments about viability. Alternative measures of course and
subject viability also need to be developed in place of the fundamentally flawed ACV
measure which are demonstrably unfit-for-purpose with respect to rigorous decision-
making processes;

e Putting in place a system of encouraging the development and evaluation of genuinely
innovative sources of additional revenue to complement the traditional sources of
revenue considered in the OSI-DP. This might include using the University’s knowledge
and research expertise to develop profitable consulting services to relevant industries
such as engineering and business. We know of at least one such proposal that seems
promising but has not been sufficiently considered;

e Rethinking the University’s approach to philanthropy and endowment finance. This is
a significant source of funding at universities in the United States and while Australia’s
culture is somewhat different, this appears to be a significantly untapped resource to

which more serious and systematic thought needs to be given.

9. Conclusion

A systematic review of both the OSI-DP released in November 2024 and publicly available
data on the University’s finances suggests that while UTS is currently facing a period of
financial pressure, it is not facing a financial crisis that warrants a radical reorganisation or
downsizing of the institution. In fact, such an approach would pose significant risks to the
University’s ability to deliver high quality teaching and research services to the community
into the future and would fail to address the real sources of the current financial pressures. This
document offers an alternative analysis of the University’s financial position and suggests a
broad alternative strategy to deal with these sources of pressure and allow other sensible issues
raised in the OSI-DP to be addressed. We strongly recommend that the UTS Executive adopt
the suggested alternative or work with us and other members of the University community with
relevant expertise to develop a modified proposal where information to which we have not had

access would improve upon the suggestions made in this document.
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Appendix
Forecasting Methodology

Introduction

This appendix explains the methodology used to obtain the Net Profit forecasts for UTS over
the planning period presented in Figure 3 in the paper which is reproduced below for
convenience. This figure is intended to parallel Figure 3 on p.11 of the OSI-DP and is designed
with the same axes parameters to facilitate easy comparison between the University’s various

forecast scenarios and those associated with our alternative recommendations.

UTS Actual and Projected Profit, 2022-2030
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Figure 3 — University’s Actual and Projected Profit under Various
Scenarios including Our Alternative Plan
Actual Profit

The solid red line in Figure 3 shows the Net Result for UTS from 2021 to 2024. This is actual
data taken from the UTS public accounts and is the same as those figures reported in the OSI-
DP. From the end of the red solid line, three forecasts diverge. The solid black line represents
the forecast obtained for the University’s Net Result in early 2024. This is discussed on p.10 of
the OSI-DP and is characterised there as a relatively “optimistic” forecast of University revenue
that allowed growth in international student numbers and involved a return to a breakeven point
by 2028. A corresponding forecast line appears in Figure 3 on p.11 of the OSI-DP. The

methodology for reproducing this forecast is explained below.
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The second forecast in Figure 3 is the so-called “do nothing” forecast that the University
generated after the cap on international students was announced. This is represented by the
long-dashed red line parallels the red solid forecast line in Figure 3 of the OSI-DP. The OSI-
DP indicates on p.10 that this forecast follows from changes to the revenue assumption
associated with international students. We explain below how we approximated this forecast.

The third forecast in Figure 3 is the blue short-dashed line. This is generated from our
alternative plan and should be compared with the blue line in the OSI-DP which involves
substantial staff redundancies. The procedure for obtaining this forecast is also explained in

detail below.

Forecast 1 — Early 2024

The starting point for our analysis was to replicate the two forecasts on p.11 of the OSI-DP.
The first of these was that referred to as the “optimistic” forecast of early 2024 (the solid black
line in Figure 3). We began by forecasting revenue, and our starting point was to assume that
revenue would grow at its long run average of 6.72% over the 2015-2024 period, as indicated
in Table 1. But we became aware through consultation with the CFO that it was more
appropriate to work with what we shall call Revenue Net of Discounts rather than Total Revenue
as directly reported in the UTS accounts since two large items listed as expenditure in the
accounts represent discounts principally for international students. These discounts are
governed by competitive conditions in the international student market and cannot be
independently reduced without consequences for the associated revenue stream. In 2024 these
two expenditure items (7uition Fees and Scholarships, Grants and Prizes) represented 12.88%
of Total Revenue. We decided to treat this ratio as a constant for the purposes of forecasting
and to define Revenue Net of Discounts as (1 — 0.1288) X Total Revenue. We then applied
the initial growth rate of 6.72% to Total Revenue from which was deducted 12.88% to
determine Revenue Net of Discounts. This effectively meant that the measure recommended
below for disciplining spending did not apply to the discount term. The initial growth rate of
6.72% later needed to be adjusted upwards as explained below.

Next, we proposed a series of assumptions for growth in expenses beginning with Total
Employee Expenses. Table 3 indicates that this expense had grown at 7.18% over the 2015-
2024 period but at only 4.54% between 2020 and 2024. A reasonable assumption was that this
expense might be contained at this lower rate over the remainder of the planning period and so
we took this as our starting point. With respect to Depreciation, it seemed reasonable to assume

that building plans and asset revaluations are now likely to be considerably less than prior to

25



2020 given the strong investment that had been occurring before 2020. We thus assumed that
the growth rate for this expense category might be set to half'its longer rate growth rate of about
8.00% at 4.00%. Determining the growth rate for Other Expenses was more complicated given
that this grew much faster than any other expense category over the longer period of 2015-24
at 9.14%. We assumed some attempt would be made to reduce these expenses, and so we
assumed that the growth rate in the post-COVID, 2020-24 period of 8.33% might be a
reasonable benchmark for such an attempt.

These parameters generated a Net Profit profile that was well below the black line on p.11
of the OSI-DP. The OSI-DP describes the original forecast as being relatively “optimistic” on
revenue growth that needed to be modified in light of the announcement of the caps on
international student enrolments. We thus increased the growth rate of 7otal Revenue until we
obtained a forecast path for Net Profit that approximated the black line in the OSI-DP. The
black line in Figure 3 is the result of this process and was generated with a final growth rate

for Total Revenue of 7.2%. It matches the black line on p.11 of the OSI-DP reasonably well.

Forecast 2 — November 2024: Baseline

The OSI-DP describes a re-evaluation of revenue growth in the light of the proposed cap on
international students. This is reflected in the “do nothing” forecast time path for Net Profit on
p.11 of the OSI-DP. We thus reduced the 7Total Revenue growth rate until we obtained
something that resembled the red line on p.11 of the OSI-DP. This was achieved with a growth
rate of 6.2% p.a. and is represented by the long-dashed red line in Figure 3 above. This shows
an improving deficit but one that is still about $50m in 2029 and hence the conclusion that UTS

is facing a financial “crisis”.

Forecast 3 — Alternative Plan

(a) Total Revenue

Our Alternative Plan assumes the same 7otal Revenue profile as that in the OSI-DP’s “do
nothing case”. Total Revenue is thus assumed to grow by 6.2% p.a. over the planning period.
We then employed observations from our analysis of the causes of the deterioration in the

University’s finances to devise measures that directly addressed those causes.

(b) Employee Expenses

As discussed above, in the period 2020-24, Employee Expenses grew at 4.54% p.a. which
contributed 2.48% to growth in Total Expenses in this period (Total Expenses grew by 5.76%
p.a. compared to growth in 7otal Revenue of 4.11% p.a.). Academic Employee Expenses grew
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by 3.22% on average over this period, contributing 1.56% to the growth in Employee Expenses
and 0.82% to the growth in 7Total Expenses. Over the same period, Non-Academic Employee
Expenses grew by 5.96%, contributing 2.98% to growth in Employee Expenses and 1.65% to
the growth in Total Expenses. The Academic Employee Expenses category thus made the
smallest contribution to the growth of Total Expenses of any expense category except
depreciation while the contribution of Non-Academic Employee Expenses was more than twice
that of Academic Employee Expenses. Our analysis suggests, therefore, that some discipline
needs to be exerted over Non-Academic Employee Salaries although this should be prioritised
to staff who do not provide direct support to academics within the faculties. We estimate that
this will involve termination of about 84 staft in central administration, considerably less than
the 250 professional staff terminations announced by the Vice Chancellor in April 2025. The
forecasts for Employee Expenses was decomposed into the two separate categories of Academic

Employee Expenses and Non-Academic Employee Expenses to allow for separate treatment.

(i) Academic Employee Expenses
For 2025, we simply allow this expense to grow at its 2020-24 average of 3.22%. Thereafter,
we allow for the possibility that an Enterprise Agreement over the planning period could

specify salary increases of up to 3.5% p.a. and that is the assumed growth rate over this period.

(ii) Non-Academic Employee Expenses

We impose considerable discipline on this spending category, limiting its contribution to
growth in Total Expenses to the 2020-24 contribution of Academic Employee Expenses, which
was 0.82% p.a.. Given the average share of this expense category in 7otal Expenses in the
2020-24 period of 0.2818, this translates into a growth rate of 2.91% in the expense category
itself down from 5.96% in the 2020-24 period. But the full effect of this change will only be
felt in 2027 according to our recommendations. We propose allowing the full year of 2026 to
implement this change. In 2025 this means we allow for the same growth rate of 5.96% in this
expense and the same in 2026. This suggests the following expenses for this category in these

two years:
2025: $386,327 (2024 figure) x 1.0596 = $409,352.
2026: $409,352 x 1.0596 = $433, 749.

In addition to this 2026 expense, there will be a full year’s salary for that component of the
work force terminated by the discipline measure plus 20% allowance for accumulated benefits.

The basicreduction in expense associated with these terminations is determined by subtracting
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from the 2026 cost shown above, the cost associated with the reduced growth rate of 2.91% in

this expense. This notional cost reduction is therefore:
Cost Reduction = $433,749 — ($409,352 x 1.0291)
=$433,749 — ($421,264) = $12, 485.

Scaling thisup by the 20% additional allowance gives an additional cost of $14,982 in 2026 to
bring this cast category to a total of $433,749 + $14,982 = $448,731 in 2026. This is likely to
be an overestimation given that some staff are likely to leave part way through 2026 which will
reduce the base expense in this category for that year and some will receive less that a full
year’s salary as a termination payment. But this seems to represent a reasonable average.

The cost for 2027 will then be based on the revised growth rate of 2.91% in this category
but the base on which this growth operates must be recalibrated given the staff departures at
the end of 2026. The base should be given by applying the new growth rate of 2.91% to the
2025 figure, and the 2027 figure is obtained by applying the same growth rate of 2.91% to that
base. The 2027 figure is thus given as follows:

2027: $409,352 x (1.0291)* = $483,523

From 2028, the figure for this category simply grows at the rate of 2.91% p.a. This will require
on-going discipline in this expense category and the use of natural attrition with some staff
leaving by choice after 2027 not being replaced.

Assuming an average salary of $120,000 for the staff whose positions are terminated in this
category, and allowing 25% for associated on-costs, we estimate that this will involve
terminating the employment of $12,485,000/($120,000 x 1.25) = 83.23 or 84 staff. Of course,
adjustments to any of these estimates would change the precise number of staff affected. This
is considerably less than the 250 professional staff reductions in the Vice Chancellor’s April
announcement and we stress that all of these staff should come from central administration so
that direct support for academic staff in the faculties and the delivery of teaching and research

outcomes 1s not affected.

(c) Other Expenses

In the period 2020-24, Other Expenses grew at 8.33% p.a. which contributed 2.66% to growth
in Total Expenses in this period (7otal Expenses grew by 5.76% p.a. compared to growth in
Total Revenue of 4.11% p.a.). The contribution of Academic Employee Expenses to growth in
Total Expenses in this period was only 0.82%. We thus recommend that Other Expenses be

reviewed and constrained over the planning period so that it makes the same contribution to
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growth in Total Expenses that Academic Employee Expenses made in the 2020-24 period. This
would suggest a growth rate in the expense itself of 0.0082/0.3151 = 0.0260 = 2.6% where
0.3151 is the proportion of Total Expenses represented by Other Expenses in 2024. This rate is
slightly above the current headline rate of inflation 0of 2.1% for the June quarter 2025 and allows
this category of spending to grow at a low rate of 0.5% in real terms. This seems to be a very
achievable strategy for this problematic spending category.

These measures are forecast to generate deficits of $62.5m in 2025 and $54.1m in 2026 and
then surpluses rising from $6.2m in 2027 to $144.2m in 2030. The accumulated surplus over
the 2025-2030 period is expected to be $168.4m compared to about $205.0m under the 2024
OSI. The time path of Net Profitis clearly superior to that of the “optimistic” forecast of early
2024. In addition, the short run indicators of performance that we stressed earlier in the paper
are improved by the measures outlined above and indicate that the University is forecast to be
in an increasingly strong financial position from 2025. Comprehensive Income is forecast to be
positive and steadily increasing from $75.5m in 2025 to $387.7m in 2030. Cash Flow is
forecast to increase from $87.7m in 2025 to $328.9 in 2030. All of this is possible with about
84 redundancies in central administration rather than 400 across the university as recommended

in the OSI-DP.

Cash Flow and Cash Position Measures

A real challenge that the University currently faces is ensuring that it effectively manages the
retirement of a $300m bond in mid-2027. While an appropriate cash reserve should have been
accumulated to facilitate this repayment, it seems that this has not been done. The University
seems to have been relying on expected growth in revenues from international students in
recent years to accumulate this reserve but this growth was lower than expected due in part to
the COVID-19 pandemic and then the Federal Government’s policy on international students.
Whatever the reason, cash flows between now and mid-2027 will be important for managing
the bond’s maturity. Despite the failure to accumulate an appropriatereserve, there also appears
to be a strong preference to repay as much of the maturing bond as possible, to limit the extent
of refinancing, and then to refinance only at the shortest possible maturity. This seems an
unnecessarily extreme approach given that the bond has provided finance for substantial
building investment, generating assets with lives of 50 years or more. There would easily be a
case for refinancing a significant portion of the maturing bond with a maturity of up to a further
10 years given this capital investment and the negative shock to revenue experienced over the

last 5 years. Nonetheless we accept, in the first instance, the parameters of maximum debt
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repayment and a short maturity on any refinancing to see whether these parameters can be
accommodated.

University management also seems committed to additional ongoing annual investment of
the order of $130m to upgrade various internal systems. It is somewhat unclear how the
investment schedule underpinning this commitment has been determined and whether it has
been subjected to a rigorous process of review and prioritisation given the situation in which
the University finds itself. But we also accept this commitment in the first instance to see
whether it can also be accommodated.

We model cash flows by calculating Net Cash Flow as Revenue Net of Discounts less
Employee Expense less Other Expenses less any Net Financing Cost Change from the measures
we recommend (which are zero initially). The University’s New Cash Position in each period
is then calculated as Net Cash Flow plus the cash position from the previous period (Previous
Cash Position). We then deduct essential ongoing investment to determine the Available Cash
after Essential Investment that can be used for debt repayment or new investment initiatives.
The CFO indicated in consultation that the desirable amount of annual Essential Investment is
$130m but given the circumstances it seems reasonable to trim this for two years in 2026 and
2027 to $100m, raise it back to $130m in 2028 and 2029, and then to the catch-up figure of
$190m in 2030. This would deliver the same amount of investment over the planning period
but alters the timing of this spending to allow room for repayment of the bond in 2027.

Additional cash flow items associated with debt repayment arrangements and other sources
of cash should also to be taken into account. Available Cash after Essential Investment can be
augmented by the liquidation of investments and new lending or refinancing, and cash will of
course be used when debt is repaid. Taking these cash flows into account determines the
Overall Cash Position of the University for the year. This position may be broken down into
two components. The firstis what might be called a Desired Operational Buffer,liquidity held
in case of sudden negative shocks to cash flow that allows the university to continue operating
in the short run. The State NSW Audit Office recommends a minimum of 3 months operating
expenses as the basis for this buffer. The difference between Overall Cash Position and this
Desired Operations Buffer is thus cash that can be used at the discretion of the University for
strategic projects. A negative value for Discretionary Cash means that the Overall Cash
Position is below the Desired Buffer and that there is no cash available for discretionary use.
Such a situation can be sustained for a short period if the University finds itself in financial
stress (in fact the whole point of the buffer is to allow the University to keep operating in such

circumstances) but it is not desirable for prolonged periods.
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Table A1: Net Cash Flow and Overall Cash Position for Alternative Forecast without

Additional Liquidity Management Measures

2024 2025 2026 2027 2028 2029 2030
Net Cash Flow 64,584 87,730 101,529 173,891 222,669 275,604 332,990
Previous Cash Position 237,265 194,995 196,524 -29,585 63,083 208,688
New Cash Position 237,265 324,995 296,524 370,415 193,083 338,688 541,678
Less Essential Investment 130,000 130,000 100,000 100,000 130,000 130,000 190,000
Available Cash after Essential Investment -162,786 194,995 196,524 270,415 63,083 208,688 351,678
Additional Cash from Liquidated Investments 0 0 0 0 0 0 0
Additional Cash from Refinancing 0 0 0 0 0 0 0
Use of Cash for Debt Repayment/Asset Purchase 0 0 0 300,000 0 0 0
OVERALL CASH POSITION 237,265 194,995 196,524 -29,585 63,083 208,688 351,678
Desired Operations Buffer 270,051 282,009 297,403 299,325 308,384 317,722 327,346
Discretionary Cash -32,786 -87,014 -100,879 -328,911 -245,301 -109,034 24,332

Table A2: Net Cash Flow and Overall Cash Position with Liquidity Management

Strategy in Place

2024 2025 2026 2027 2028 2029 2030
Net Cash Flow 64,584 87,730 101,529 167,879 211,324 267,897 328,920
Previous Cash Position 237,265 194,995 196,524 224,403 305,727 293,624
New Cash Position 237,265 324,995 296,524 364,403 435,727 573,624 622,543
Less Essential Investment 130,000 130,000 100,000 100,000 130,000 130,000 190,000
Available Cash after Essential Investment -162,786 194,995 196,524 264,403 305,727 443,624 432,543
Additional Cash from Liquidated Investments 0 0 0 110,000 0 0 0
Additional Cash from Refinancing 0 0 0 150,000 0 0 0
Use of Cash for Debt Repayment/Asset Purchase 0 0 0 300,000 0 150,000 110,000
OVERALL CASH POSITION 237,265 194,995 196,524 224,403 305,727 293,624 322,543
Desired Operations Buffer 270,051 282,009 297,403 299,325 308,384 317,722 327,346
Discretionary Cash -32,786 -87,014 -100,879 -74,922 -2,658 -24,098 -4,802
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Table Al shows our forecasts for the University’s Cash Flow and Overall Cash Position for
the measures recommended in the paper. Without any bond refinancing, Table Al indicates
that there would not be enough cash to repay the full $300m bond in mid-2027 since UTS
would be left with a negative cash balance of $29.6m at the end of 2027 should we attempt to
do this. Figure A1 shows the Overall Cash Position (in blue) with its Discretionary (in green)
and Buffer (inred) components. It is clear from Figure A1 that simply repaying the bond in full
in 2027 would leave the University with negative cash in 2027 but also with cash well below

the recommended buffer in 2028 and 2029, and thus exposed to significant liquidity risk should
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even a mild disruption to cash flow occur across these three years. Such a course of action

Figure A2 — Components of Cash Flow with Liquidity Management
Measures in Place

should not be taken.

An alternative approach is illustrated in Table A2. Under this approach, the University could
make use of a $110m term deposit which matures in mid-2027 and refinance half the bond for
2 years to generate sufficient additional cash flow to meet the commitment of the maturing
$300m bond. The outstanding $150m would be paid in mid-2029 and the $110m term deposit
would be replaced at the end of 2030. The components of cash flow generated by this strategy

are shown in Figure A2. These measures would ensure that the University’s Overall Cash

32




UTS Actual and Projected Profit, 2021-2030
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Figure A3 — University’s Actual and Projected Profit for
Alternative Plan with Growth Rate of 4%

Position did not fall much below $200m, despite being slightly below the Desired Cash
Position in anumber of years. But it should be noted that these recommendations and our cash
flow calculations assume a narrow definition of cash and do not impinge on what we defined
as “Hidden Cash and Cash Equivalents (CCE)” in Table 9 except for the use of the $110m
term deposit which is used for a short period and then replaced. The Overall Cash Position is
never below the Desired Cash Position by more than about $100m, and Hidden Cash exceeds
this figure by more than $50m. The University thus continues to possess additional liquidity
which could be called upon in a genuine crisis. It should also be noted that the constraints of a
small refinanced proportion of the bond and a short refinancing maturity could be and should
be reviewed, and that relaxation of either of these constraints would enhance the University’s

ability to manage its debt obligations without recourse to significant redundancies.

Sensitivity Analysis — Lower Revenue Growth of 4%

It is of course possible that Revenue will not grow at 6.2% per annum but at a lower rate over
the planning period and some thought should be given to this risk. We thus model growth at
the significantly lower rate of 4% per annum for the period 2026-2030, which is slightly below
the growth rate experienced during the COVID and post-COVID periods from 2020 to 2024,
and then a return to growth of 6.0% beyond the planning period. Maintaining all of the other
assumptions and measures listed in the paper but revising the growth of Revenue downwards
to this level generates the purple dashed line for Net Profit in Figure A3. Under this scenario

the University does not experience a profit at all within the planning period although there are
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UTS Cash Flow Projections - Alternative Plan, 2025-2030
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Investment and Non-Repayment of the TD

steady deficit reductions. However, both Comprehensive Income and Cash Flow remain
strongly positive and increasing across the planning period. Such a fall in revenue growth
would create a significant cash flow problem if the same arrangements for repaying the debt as
specified in the paper were left in place. This is shown in Figure A4. It is clear from this figure
that the cash position of the University deteriorates significantly due to the reduced revenue
assumed in this case and this makes repaying the debt in 2027 impossible. In this case, the

preferences for a short maturity on the refinanced portion of the bond and for the maintenance
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of $130m spending on system upgrades per year need to be revised. We model relaxation of
the latter and assume that the reduction of ongoing investment to $50,000 in 2026 is maintained
for the remainder of the planning period. We also model a decision not to replace the $110,000
term deposit. In this case, cash flows are shown in Figure AS. Across the planning period, cash
is consistently below the Desired Buffer falling to as low as $120m in 2029. But in the three
years beyond the planning period, the Overall Cash Balance consistently recovers, the Buffer
is met in 2032 and 2033, and discretionary cash becomes available in those two years. There
is, therefore, a strategy for managing what would be a significantly negative shock that is

consistent with the measures recommended above.
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