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Report snapshot

About this
report

Audit outcomes

TAFE sector
outcomes

Victorian public
university sector
outcomes

Internal control
and financial
reporting issues

This report presents the results of our financial and related audits of TAFEs and universities, and
their controlled entities. We also share our independent insights on each sectors' financial
outcomes, highlight common issues in internal control and financial reporting and offer
recommendations for improvement.

Users can rely on the 2025 financial reports and performance statements of TAFEs and the
financial reports of universities. We issued clear audit opinions across both sectors, and entities
met their legislated reporting timelines.

The TAFE sector reported a net surplus of $94.5 million in 2025, the largest in the last 5 years.
However, this outcome relied on $113 million in funding received in advance for 2026 operations
and $55.0 million in capital grants. Without this funding, the sector would have reported an
adjusted net deficit of $73.5 million, the second-largest adjusted deficit since 2021.

Financial performance deteriorated across most TAFEs compared to 2024. In 2025, more than half
of TAFEs relied on increased government funding, driven by growth in Free TAFE and other
government-funded enrolments.

Employee expenses continued to rise, reflecting higher wage rates and back pay entitlements.
While staff numbers grew by 1.9 per cent, total employee expenses increased by 9.0 per cent.
Future salary increases expected under enterprise bargaining agreements for both teaching and
non-teaching staff will place further pressure on operating costs, particularly if productivity gains
or additional funding is limited. This presents an ongoing financial sustainability risk for TAFEs.

The Victorian public university sector’s results improved in 2025, with revenue growth, driven by an
increase in domestic and international students and investment income, continuing to outpace
expenses. International student revenue exceeded domestic student revenue and remained a key
driver of the post-COVID recovery for most universities.

However, the sector's improved results were uneven. Monash University made up most of the
improvement in 2025, while other universities reported mixed outcomes, including ongoing
deficits or weaker revenue growth.

Reported net results were materially affected by investment fair value movements, which can make
it harder to assess underlying financial operating performance. In 2025, fair value gains made a
significant contribution to the sector’s net results. Excluding these gains, the sector's net surplus
would have been $365 million, below the reported net surplus of $827 million.

Balance sheets remain strong, and investments continue to be an important component of
universities' overall financial management. Since early 2026, equity markets have been more
volatile, with periods of decline followed by partial recovery. If this continues, it may affect
investment income and universities' ability to rely on it to support operating or strategic initiatives.

TAFEs and universities have controls in place to support reliable reporting, but improvements are
needed. While some long-outstanding control issues were resolved, our unresolved findings
increased overall, highlighting the need for timelier remediation by management.

Weaknesses in IT controls continue to require attention in both sectors. Issues with their
management and monitoring of system access increase the risk of error or fraud occurring and
remaining undetected.
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Our recommendations

We consulted with the audited agencies and considered their views when reaching our
conclusions. We made 2 recommendations to address our findings, noting several
recommendations from prior reports remain relevant and unresolved.

The agencies' full responses are in Appendix A.

This year's recommendations

Recommendations Agency response(s)

Department of 1 The Department of Treasury and Finance work with government to Accepted in principle
Treasury and clearly reflect tabling requirements for non-30 June reporters in the
Finance Financial Management Act 1994 (see Section 2).
Department of The Department of Jobs, Skills, Industry and Regions review the current Accepted
Jobs, Skills, Industry TAFE key performance indicators to ensure they remain relevant and
and Regions aligned with the government’s current priorities for the TAFE sector. This
should be done in consultation with key stakeholders, including TAFEs
and VAGO (see Section 2).
Follow-up on prior-year recommendations
Report year
Recommendations first raised Status
TAFEs
All TAFEs As part of transitioning to the Tier 2 financial Results of In progress
reporting framework, we recommend that TAFEs 2024 Audits: All TAFEs reported under
implement the actions and guidance outlined in TAFEs and the Tier 2 framework for
our Tech alert: Significant accounting Universities the first time in 2025 and
developments (issued on 18 December 2024), we did not identify any
including that: disclosure errors related
e TAFEs establish a process to annually to this change.
document an assessment of their status as a We will confirm if the
significant entity, and therefore if they can annual processes have
ly Tier 2 .
apply Tier been implemented
e TAFEs document an assessment of the needs successfully in 2026.
of the users of their financial reports ) )
. . See Section 2 for details.
e if they can apply the Tier 2 framework, TAFEs
prepare a shell financial report and arrange
for their audit committee to review it by the
time of their last committee meeting for
2025.
In advance of the initial application of the Results of In progress
changes to the authoritative implementation 2024 Audits: TAFEs continue to
guidance in AASB 13 Fair Value Measurement, we  TAFEs and prepare for the changes
recommend that TAFEs implement the actions Universities to occur for their next

and guidance outlined in our Tech alert:
Significant accounting developments (issued on
18 December 2024), including:
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Report year

Recommendations first raised Status
e engaging with valuers in planning for the
changes
e reviewing valuation reports from previous
years and considering what impact the
authoritative implementation guidance would
have had on the report
e revisiting past position papers and updating
any in preparation for these changes
e identifying key judgements and reviewing
whether they would need to revise these
judgements considering the changes
e assessing if any change in valuation policy or
procedures would be required because of the
amendments.
3 We recommend that all TAFEs review and Results of In progress
critically assess their current budgeting processes 2023 Audits: Budget accuracy
to determine why there have been such Technical and improved in 2025, but
significant variances in budgets when compared Further revenue budgeting
with actual results, and determine whether the Education continues to see
approach to developing these assumptions Institutes variances.
requires enhancement. . )
See Section 2 for details.
4a  We recommend that TAFEs continue to work with ~ Results of In progress
the Department of Jobs, Skills, Industry and 2023 Audits:  1ArEC continue to work
Regions to achieve balanced budgets into the Technical and on achieving a
Furth .
future. urtner sustainable surplus, but
Education furth )
Institutes urther progress is
required.
See Section 2 for details.
4b  We recommend that as TAFEs continue to work ~ Results of Implemented
with the Department of Jobs, Skills, Industry and 2023 Audits: All TAFEs had provided
Regions, they commence the budgeting process  Technicaland . ;. Board-approved
earlier and ensure budgets are in place before Further 2026 budget to the
the year they are to apply. Education Department of Jobs
Institutes Skills, Industry and
Regions prior to the start
of 2026.
See Section 2 for details.
5  We recommend that all TAFEs: Results of In progress
e prioritise and promptly address the internal 2023 A”dlts" The number of long
control and financial reporting issues we raise Technical and outstanding issues has
with them and that their audit committees Further. reduced since 2024, but
monitor this Education some items remain.
Institutes
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e review the actions and timelines established
to resolve internal control weaknesses, with a
focus on older and higher-risk issues.

See Section 4 for details.



Report year

Recommendations first raised Status
Universities
All universities 1 We recommend universities with later controlled  Results of In progress
entity financial reporting tlmellnes assess their 202.3 Aqq’zts: There was some
processes, resource a!loc§t|on an<.j mﬂestones to  Universities improvement in
ensure they meet legislative requirements going controlled entities
forward. meeting their reporting
timeframes and finalising
their audits compared to
2024. But many still did
not meet this target.
Refer to Section 3 for
details.
Universities with 2 We recommend that universities with unresolved  Results of Implemented
out.stan.dlng prior information technology control weaknesses: 202.3 ALfCJ.'ltS.‘ Universities have
period issues Universities

e review the actions and timelines established
to resolve these weaknesses, with a focus on
risk if left unaddressed and the ageing of the
finding

e for longer-term action plans — such as system
replacements — ensure adequate
compensating safeguards are in place until
the actions can be finalised.
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successfully ensured no
issues remained long
outstanding over the
past 2 years.

See Section 4 for details.



1.

Why we do this report and what we look at

This report presents the results of our financial audits of TAFEs and Victoria's public
universities for the year ended 31 December 2025. Our audits provide Parliament and the
community with confidence that financial reports and performance statements are reliable
for informed decision-making.

This report also shares our independent insights on the sectors' financial outcomes and
highlights common internal control and financial reporting issues, where we make
recommendations for improvement.

While both universities and TAFEs provide education, they have different funding models,
risks and ways of operating. As such, we mostly address them separately in this report.

Results of audits
Reporting The Financial Management Act 1994 (FMA) requires both TAFEs and Victorian public universities to
requirements prepare a financial report.

The Act requires they give us their draft financial reports within 8 weeks after the end of the year.

TAFEs must also report against 4 mandatory key performance indicators (KPIs) in a performance
statement. We describe the 4 KPIs and the formulas used to calculate in Appendix E. In their
performance statements, TAFEs must:

e include their target for each KPI
e report actual results for the current year and prior year

e provide commentary on significant variances between the target and actual results.

The Minister for Skills and TAFE, through the Department of Jobs, Skills, Industry and Regions'
(DJSIR) Office of TAFE Coordination and Delivery, releases a statement of priorities each year which
should align with these KPIs. Both the minister and each TAFE sign this statement.

The current year's version of the statement of priorities is called the TAFE Network Statement of
Priorities for 2025.

Our audits of The Audit Act 1994 gives us the authority and responsibility to audit the financial reports of TAFEs
TAFEs and and universities in Victoria. We must form an opinion on these financial reports and provide an
universities auditor's report that includes our audit opinion to the entity.

We also form an audit opinion and provide an audit report on each TAFE's performance statement.
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About Victoria's TAFE sector

Sector background

TAFEs in Victoria TAFEs run vocational education and training courses to give students practical skills for a variety of
careers. They also provide pathways to university courses.

Victoria's TAFE sector comprises 12 TAFEs and the 8 entities they control at 31 December 2025.
The TAFEs that control these other entities prepare a consolidated financial report. We audit both
the consolidated financial report of each TAFE (which will include the financial results of entities
they control) and separately the standalone financial report of each controlled entity.

Private sector In Victoria, private registered training organisations also run vocational education and training courses.
ZZi:;giland They are not in this report because we are not required to audit them either under the Education
training and Training Reform Act 2006 (which governs the Victorian TAFE sector) or the Audit Act 1994.

These entities have financial reporting and audit requirements under other legislation, such as the
Corporations Act 2001 or the Australian Charities and Not-for-profits Commission Act 2012.

The sector’s financial model

TAFEs' A TAFE's comprehensive operating statement mostly consists of its:
comprehensive -
. e training revenue
operating
statements e funding from Australian and Victorian governments

e employee benefit expenses.

TAFEs can also earn revenue from other sources, such as from sales of goods, donations and
selling assets.

They spend most on their employees, and on materials and services, which cover most
non-employee-related costs of delivering courses. TAFE expenditure also includes depreciation
and amortisation of their physical and intangible assets.

Training revenue
Training revenue is revenue or income that TAFEs get for delivering training services. It includes:

e Government-funded revenue, which is paid by the Victorian Government and/or Australian Government
for education services delivered for core qualifications, apprenticeships and Free TAFE.

e Fee for service revenue, which is paid by the Victorian Government and/or Australian Government,
employers, industry bodies or students. This is revenue from commercial training and education services
provided to students that are not eligible for government funding.

e Student fees and charges, which are paid by the student for their co-payment of course fees, materials or
administration costs not otherwise funded by the government.

Depreciation and amortisation

Depreciation and amortisation is how entities spread the operational cost of a long-term asset, such as a
building or software, over the years they use it. This represents how those assets lose value as they age, wear
out or become outdated.

TAFEs' balance  Property, plant and equipment make up most of a TAFE's assets on their balance sheets. They also
sheets hold cash to fund their operations. Their main liabilities are entitlements owed to employees and
fee payments received before delivering training.

Figure 1 shows the total value of the sector's key revenue and expense streams and its assets and
liabilities for 2025.
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Figure 1: Key numbers for TAFEs 2025

Revenue $1.79bn total Assets $4.32bn total
$599m Student fees and fee for service $3.46bn Property, plant and equipment
$573m Government funded training revenue $524m Cash
$528m Operating and other grants $213m Other assets
$91.5m Other revenue and income $122m Receivables
B Liabilities $422m total
$1.09bn Staff $184m Employee entitlements
$343m Materials and services $86.8m Payables
$139m Other expenses and other economic flows $85.1m Unearned revenue
$127m Depreciation and amortisation $66.4m Other liabilities

I Net surplus $94.5m ENVSERIAS $3.89bn

Note: Figures have been rounded. Other economic flows include those that are recognised in net result, but not those that are recognised in other
comprehensive income.
Source: VAGO.

About Victoria's public university sector

Sector background

Public Victoria's public university sector comprises 8 universities and the 50 entities they control. They
universities in  deliver higher education and undertake research at a range of campuses across the state. In this
Victoria report, we use the financial, staff, and student figures for each university's consolidated results.

Victoria's 2 largest universities — Monash University and the University of Melbourne — are members
of the Group of Eight, which is an association of Australia's most research-intensive universities.

Universities and  This report excludes any controlled entities of the universities that are based outside Australia. We

controlled do not audit overseas incorporated entities because they follow the financial reporting and audit

entitieswe do  requirements of the country where they were set up. But we do gain an understanding of the nature

not audit of the balances and transactions of these controlled entities and, where material, seek evidence to
support them because they form part of the universities’ consolidated financial reports.

This report also excludes private universities (such as Australian Catholic University) and
universities controlled by the Australian Government or other states. These entities report under
separate legislation, such as financial reporting laws in other states.

Other In Victoria, each public university is set up under its own legislation. The State of Victoria does not
university-related control these universities. As a result, the Annual Financial Report of the State of Victoria does not
legislation include universities' financial results.
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The Australian Government sets financial reporting requirements for all universities in Australia,
including Victorian public universities. As such, several financial reporting requirements of the
Victorian Government (such as many of the financial reporting directions) explicitly do not apply to
universities to avoid conflicts between state and federal requirements.

The sector’s financial model

Universities'
comprehensive
income
statements

Universities'
balance sheets

A public university's comprehensive income statement mostly consists of its teaching revenue,
investment income and employee benefit expenses.

Universities also earn revenue from research they undertake and spend money on students.

Their expenses also include depreciation and amortisation of their physical and intangible assets.

Teaching revenue

Universities earn teaching revenue from running courses. Most of this revenue is:

e fees and charges from domestic or international students

e Australian Government student grants for Commonwealth supported places and related funding.

A Commonwealth supported place is when the Australian Government pays for part of a student's course fees.

Most of a university's balance sheet consists of its property, plant and equipment. In particular, the
value of the land and buildings it owns. A university's balance sheet also includes its cash and
investments. Borrowed money and lease liabilities make up most of the sector's liabilities, along
with revenue that universities have received but not earned.

Figure 2 shows the total value of the sector's key revenue and expense streams and its assets and
liabilities for 2025.

Figure 2: Key numbers for universities 2025

Revenue $14.5bntotal  Assets $37.6bn total
$6.32bn Government funding $18.7bn Land and buildings
$5.81bn Fees and charges $11.7bn Cash and investments
$1.50bn Commercial and other revenue $5.13bn Other fixed assets
$856m Investment income $2.01bn Receivables and other assets
B Liabilities st total
$7.68bn Staff $4.08bn Leases and borrowings
$4.11bn All other expenses $2.85bn Unearned revenue
$979m Contracted and professional services $2.44bn Payables and other liabilities
$895m Depreciation and amortisation $1.71bn Employee entitlements

$827m

l Net surplus

Note: Figures have been rounded.
Source: VAGO.
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2.

The Victorian TAFE sector

Snapshot

TAFE financial reports and
performance statements

are reliable

The sector reported a — Financial performance _
surplus, supported by ’ weakened across /__/
advance funding and most TAFEs ol
capital grants from g
government

Rising employee expenses pose an
Current TAFE ongoing financial sustainability

performance indicators risk for TAFEs
may not adequately
reflect today’s

operating environment

g5 {81
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Conclusion

Report users can rely on TAFE financial reports and performance statements. We provided
clear audit opinions on 2025 reports, and all TAFEs met legislative reporting timeframes.

In 2025, TAFEs adopted the Tier 2 simplified reporting framework for the first time. This
positive step makes their financial reports more concise and focuses content on material
disclosures. We encourage TAFEs to continue to look for further streamlining opportunities
in their financial reports.

The TAFE sector reported a net surplus of $94.5 million, the largest in the last 5 years.
However, this relied on $113 million of funding received in advance for their 2026
operations and $55.0 million in capital grants. Without these, the sector would have
reported an adjusted net deficit of $73.5 million, the second-largest adjusted deficit since
2021.

Financial performance deteriorated across most TAFEs compared to 2024. In 2025, more
than half of TAFEs relied on increased government funding, driven by growth in Free TAFE
and other government-funded enrolments.

Their employee expenses continued to rise, reflecting higher wage rates and back pay
entitlements. While staff numbers grew by 1.9 per cent, total employee expenses increased
by 9.0 per cent. Future salary increases expected under enterprise bargaining agreements
for both teaching and non-teaching staff will place further pressure on operating costs,
particularly if productivity gains or additional funding are limited. This presents an ongoing
financial sustainability risk for TAFEs.

Current performance indicators reported through TAFE performance statements may no
longer adequately measure performance in today's TAFE operating environment. Changes
since the introduction of Free TAFE and shifts in government priorities suggest a need for
review.
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TAFE financial reports and performance statements are reliable

Clear audit opinions on all TAFE financial reports and performance statements in 2025

Audit opinions  We issued clear audit opinions on the 12 TAFEs' financial reports and their 8 controlled entities'
issued financial reports, and on the 12 TAFEs' performance statements, as Figure 3 shows.

This means Parliament and the community can confidently use these reports.

Figure 3: Clear audit opinions issued for the TAFE sector in 2025

32

clear opinions
delivered

= TAFEs

. 12 financial report opinions

. 12 performance statements
opinions

. Controlled entities
. . 8 financial report opinions

Source: VAGO.

TAFEs met their reporting timeframes in 2025

Timeliness All TAFEs submitted their draft financial reports to us within the 8-week statutory deadline, as
Figure 4 shows.

Meeting this deadline helps TAFEs comply with the law, facilitates a timely audit process and
maintains financial transparency and accountability.
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Figure 4: Timeliness of TAFEs' draft financial reports for 2025

Bendigo Kangan Institute _
Box Hill Institute _
Sunraysia Institute of TAFE _
TAFE Gippsiand.
South West Institute of TAFE _
William Angliss Institute of TAFE _
Melbourne Polytechnic _
Gordon Institute of TAFE _
Wodonga Institute of TAFE _
Goulburn Ovens Institute of TAFE _
Holmesglen Institute |
Chisholm nstircte I

0 1 2 3 4 5 6 7 8 9 10
Weeks after balance date

Statutory deadline

Source: VAGO.

Unintended On 19 August 2025, the Victorian Parliament passed amendments to the FMA, including changes
consequences  to annual report tabling timelines. These amendments clarify the timing requirements and
from ministerial responsibilities for tabling annual reports.

amendments to ) ) ) )
the Financial The amendments set out new requirements for public bodies with a 30 June balance date to

Management transmit their financial reports to Parliament on or after 15 October following the end of the
Act 1994 financial year. However, they do not specify tabling requirements for entities that do not report on
a 30 June year end, such as TAFEs and Victorian public universities.

To address this gap, TAFEs and universities were guided by the Department of Treasury and
Finance to follow timelines that applied before the amendments to the FMA.

We recommend that the Department of Treasury and Finance work with government to clearly
reflect tabling requirements for non-30 June reporters in the FMA. Updating the legislation is
important because it provides clear, consistent and enduring requirements, reducing the reliance
on annual guidance and the risk of delayed tabling.
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Reporting quality improved, but there were more material errors in financial reports than last year

Fewer errors
overall, but
more material
errors

Performance
statements had
no errors but
commentary
needs
improvement

We identified 13 financial report audit errors in 2025, down from 24 in 2024.

This reduction indicates an overall improvement in financial reporting quality. However, 4 errors
we identified in 2025 were material, compared with none in the prior year.

The errors were not pervasive and related mainly to management calculation omissions and a

change in capital funding recognition in 2025. The material errors involved the following:

e not reclassifying an asset from investment property to property, plant and equipment when it
was used to deliver services

e leaving out accumulated depreciation when recording a revaluation gain of property, plant
and equipment into the accounting system

e using internal management reports instead of final financial report balances for calculating the
cash flow statement

e recording a capital grant as an equity contribution when it did not meet the criteria.

The relevant TAFEs corrected all material errors before certifying their financial reports.

Errors

During an audit we sometimes find an item that an entity has not prepared in line with relevant reporting
requirements, known as an error. The nature, number and size of errors in financial reports provided for
audit show the quality and effectiveness of the systems and processes used to compile them.

We classify these errors as either material or immaterial. We assess errors individually and in combination
with other errors found during the audit.

Performance statements include 4 pre-determined performance indicators agreed between each
TAFE and the Minister for Skills and TAFE. TAFEs report actual results against these indicators and
explanations of any significant variances between the actual results and performance targets.

We did not identify any material calculation errors in TAFEs' performance statements in 2025,
consistent with 2024.

High-quality performance statements clearly explain why actual results differ from planned targets.
Where variance analysis did not provide this clarity, we required management to strengthen the
commentary so users could understand the underlying drivers of performance. Effective
explanations clearly identify factors such as changes in operating conditions, one-off events,
revised assumptions and accounting and measurement approaches.

TAFEs adopted simplified financial reporting

First-time
application in
2025

In June 2024, the Assistant Treasurer approved Financial Reporting Direction 101 Application of
Tiers of Australian Accounting Standards (FRD 101). FRD 101 applied from 2025 reporting and sets
2 tiers for general purpose financial reporting in the Victorian public sector. Under:

e Tier 1, entities apply all disclosure requirements in the Australian Accounting Standards

e Tier 2, entities apply simplified disclosure requirements.
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Tier 2 simplified reporting framework

Under Tier 2, TAFEs prepare general purpose financial statements using the same accounting rules as Tier 1,
but with fewer disclosures. This approach reduces the reporting burden while still producing reliable and
comparable financial information. TAFEs calculate the financial results in the same way as Tier 1 but include
less detail in the financial statements where it would not add significant value for users.

All TAFEs reported under the Tier 2 framework for the first time in 2025.

Applying simplified disclosure reduced the average length of financial reports from 55 pages in
2024 to 42 pages in 2025. Removing immaterial information has helped key financial messages
stand out more clearly.

We encourage TAFEs to continue their journey towards financial reports that focus on users’ needs
and material information. Over time, this should extend beyond Tier 2 requirements to adopting
broader streamlining principles and identifying further opportunities to improve readability.

TAFE sector financial outcomes

The TAFE sector achieved a net surplus driven by advanced operating grants and capital funding

Financial
performance
snapshot

Adjusted net
result for the
sector

A TAFE reports a net surplus when its total revenue and income exceed its total expenses, and a
net deficit when total revenue and income are less than total expenses.

This surplus or deficit is reported as the net result in a TAFE's financial report.

In 2025, the sector reported ... whichisa... from ...

$1.79 billion of total revenue and income 11.2 per cent increase  $1.61 billion in 2024.
$1.70 billion of total expenses 6.3 per cent increase  $1.60 billion in 2024.
$94.5 million of net surplus 6.9 times increase $12.0 million in 2024.

The financial outcome appears positive, with the sector recording a $94.5 million surplus in 2025,
the largest in the past 5 years. But this result largely reflects operating grants received in advance
for 2026 TAFE operations, and funding provided for capital asset projects.

In 2025, the sector received ... while in 2024 ...

$113 million of operating TAFE services $3.0 million was received in advance.
funding in advance

$55.0 million of capital grants $65.0 million was received.

Without these items the sector would have reported an adjusted net deficit of $73.5 million, which
is the second-largest adjusted deficit since 2021, as Figure 5 shows.
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Operating
grants received
in advance

Capital grants
continue to
distort the net
result but trend
is declining

Figure 5: Sector's net result and adjusted net result from 2021 to 2025 ($ million)

150

100 Net result

50

-50
Adjusted net result
-100

-150
2021 2022 2023 2024 2025

Note: We have excluded the impact of capital grants between 2021 and 2025, and advance TAFE services funding in 2024 and 2025.
Source: VAGO.

The adjusted net result reflects the sector’s underlying operating position after removing the
effects of grant timing and capital funding, and is a better indicator of pressure on the sector’s
operating sustainability.

Adjusted net result

The adjusted net result measures a TAFE's ability to generate a surplus from its ordinary course of business
(excluding capital grants and advance funding).

In 2025, the sector recognised a total of $113 million of 2026 operating TAFE services funding
received in advance.

Although the operating grant paid in December 2025 was intended to support TAFEs' operations
in 2026, accounting standards require TAFEs to recognise income in the year the funds are
received. In prior years, the government usually paid the operating services funding in instalments
in January and July of the relevant year. As the January 2026 instalment was paid in December
2025, operating grant income for 2025 was higher than normal. If we remove the advance funding
in 2025 from the net result, it smooths the underlying net result in 2025, aiding year on year
comparisons.

TAFEs receive capital funding from the Victorian Government to support major capital projects and
the renewal, replacement and construction of assets.

As this funding is not intended to support day-to-day operations, we excluded capital grants from
our analysis in Figure 5 to better understand the sector’s underlying financial operating
performance.

As Figure 6 shows, capital grants fluctuate from year to year. Capital grants have declined over the
past 3 years, decreasing from $107 million in 2023 to $55.0 million in 2025.

15 | Results of 2025 Audits: TAFEs and Universities | Victorian Auditor-General’s Report 2025-26



Figure 6: Sector's capital grants from 2021 to 2025 ($ million)
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Source: VAGO.

The level of capital funding varies depending on the sector’s needs. But the decline in 2025 also
reflects a change in how the government treated the funding provided to TAFEs.

In line with the Financial Reporting Direction 119 Transfers through contributed capital, TAFEs
recognise capital funding depending on how the government designates it.

If the government provides the
capital funding to the TAFEs as ...  the recipient TAFEs should record the funding as ...

capital grants grant revenue, which increases the TAFE's total revenue.
equity transfers additions to contributed capital, which increases the TAFE's

net worth without impacting its net result.

Net worth

Net worth measures the net value of what a TAFE owns (assets) minus what it owes (liabilities). Net worth can
be found on a TAFE's balance sheet. A positive number means a TAFE owns more than it owes.

In 2025, the sector not only received the $55.0 million in funding recognised as capital grant
revenue, but a further $41.8 million as equity contributions.

Consistent with prior years, capital funding was not distributed evenly across all TAFEs, as Figure 7
shows. The level of funding received by each TAFE reflects the timing and scale of major capital
projects underway, which in 2025 included:

e Wodonga Institute of TAFE's Heavy Vehicle Technology Program
e The Gordon Institute of TAFE's Centre of Excellence in Disability Inclusion
e  Chisholm Institute's Frankston Redevelopment Project

e Bendigo Kangan Institute’'s Sunbury Campus, Melton Campus and new learning hub in
Castlemaine.
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Figure 7: Funding for capital projects in 2025, including capital grants and equity transfers, by TAFE

($ million)
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result paid in advance. As Figure 8 shows, on this basis only Wodonga Institute of TAFE recorded an
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most TAFEs

Figure 8: TAFEs' adjusted net results in 2024 and 2025 ($ million)
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Note: Adjusted net result for Wodonga Institute of TAFE was the same for 2024 and 2025.

Source: VAGO.
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Comparing individual TAFEs' adjusted financial performance between 2024 and 2025 shows mixed
results across the sector:

e Wodonga Institute of TAFE reported consistent outcomes and was the only TAFE to record an
adjusted net surplus in 2024 and 2025.

e  Box Hill Institute, Chisholm Institute and William Angliss Institute of TAFE recorded adjusted
net deficits in both years, but their financial results improved in 2025 compared to 2024.

e Gordon Institute of TAFE, Goulburn Ovens Institute of TAFE, Holmesglen Institute and TAFE
Gippsland reported adjusted net deficits in 2025, a decline from their adjusted net surpluses in
2024.

e Bendigo Kangan Institute, Melbourne Polytechnic, South West Institute of TAFE and Sunraysia
Institute of TAFE all recorded adjusted deficits in 2025, which further deteriorated from their
deficits in 2024.

As not-for-profit entities, TAFEs do not aim to generate surpluses. However, generating net
surpluses is important to support their service delivery objectives, including funding education
projects, investing in campus facilities and meeting ongoing operating costs.

If TAFEs do not cover their operating costs from the revenue they generate and the operating
funding they receive, this places pressure on their financial sustainability, highlighting the
importance of effective financial management and cost control.

Training revenue diversity varies significantly across TAFEs

Nature of TAFEs fund their operations mostly through training revenue, made up of 3 key sources.
traini .
raining TAFEs recorded ...  in... for ...
revenue
$573 million government providing training services to eligible domestic

funding subsidies  students.

$503 million fee for service delivering training programs to government entities,
revenue private organisations and international students.

$96.0 million student fees and  student tuition fees and course materials paid by
charges domestic students.

TAFEs rely on different mixes of this training revenue, which results in significant variation across
the sector. A TAFE's training revenue mix largely reflects its location and course offerings. TAFEs
located near major organisations are generally better positioned to generate more fee for service
revenue.

As Figure 9 shows, Wodonga Institute of TAFE, located within the Albury Wodonga Military Area,
generates most of its revenue and income from fee for service contracts with the Australian
Defence Force. In contrast, South West Institute of TAFE relies heavily on revenue from
government-funded courses to meet the skills demand in the fast-growing Barwon region.
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Figure 9: Average training revenue mix for individual TAFEs between 2023 and 2025
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Sunraysia Institute of TAFE shifted significantly towards government-funded revenue in 2025,
increasing its reliance from just under 50 per cent in 2023 and 2024 to 66.2 per cent in 2025. This
shift was driven by a 19.3 per cent increase in government-funded enrolments, including a

56.3 per cent increase in students undertaking Free TAFE courses in regional areas.

Bendigo Kangan Institute experienced a similar change in revenue and income mix. Fee for service
revenue accounted for almost 60 per cent of its total revenue in 2023 but decreased to around

50 per cent by 2025, as enrolments in government-funded courses grew faster than fee for service
enrolments.

Overall, more than half of TAFEs increased their reliance on government funding in 2025. This shift
in revenue and income mix is driven by more students enrolling in government-funded courses in
2025, representing an 8.68 per cent growth between 2024 and 2025.

Government-funded course enrolments and subsidy rates have increased but still do not cover
delivery costs

More students  There are 2 types of government-funded courses (also known as government subsidised places),
enrolled in which are:

government-
funded courses
compared to fee e  non-Free TAFE courses.
for service

Free TAFE courses
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Free TAFE

In 2019 the Victorian Government introduced Free TAFE, which removes tuition fees for selected vocational
education and training courses for eligible Victorians. Since its introduction, the program has expanded to
cover over 80 courses in 2025, reflecting areas of national skills priority.

TAFE course costs consist of tuition fees, student fees and course materials. Under Free TAFE, tuition fees are
waived for eligible students and instead paid by the government. Therefore, the government funds the full
tuition component for Free TAFE enrolments, whereas comparable government-subsidised training typically
requires students to contribute through tuition fees. This means Free TAFE costs the government more per
enrolment than other subsidised training arrangements.

As Figure 10 shows, both Free TAFE and non-Free TAFE enrolments increased from 101,234 in
2023 to 114,822 enrolments in 2025.

Figure 10: Sector's total government-funded course enrolments between 2021 and 2025
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Source: VAGO, based on DJSIR.

Student enrolment

Student enrolments are the total of new commencements in the year plus students from previous years
continuing their education in the new year.

In contrast, fee for service enrolment peaked in 2023 at 109,165 and declined to 101,368 in 2025,
as Figure 11 shows. This decrease was offset by growth in government-funded course enrolments,
the majority of which was for Free TAFE. Overall, the sector enrolments have continued to recover
since COVID-19.
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changes in
subsidy rates
over time

Cost of service
delivery
increased at a
higher rate

Figure 11: Sector's total enrolments between 2021 and 2025
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Note: The enrolment numbers used in this figure were provided by the respective TAFEs and are unaudited.
Source: VAGO.

The Victorian Government provides subsidised places for eligible residents into many TAFE
courses. Each course is subsidised through Skills First on a per-hour basis. Rates vary by
qualification and learner characteristics. For example, students from Aboriginal and Torres Strait
Islander backgrounds are eligible for additional subsidy loadings. The level of government subsidy
also varies depending on whether a course aligns with identified skills shortage priorities.

Non-Free TAFE subsidy rates were indexed at the start of 2024 but remained unchanged in 2025.

Free TAFE subsidy rates are indexed every year. TAFEs received higher subsidies per course per
eligible student for Free TAFE courses. This is because students' tuition fees are fully waived and
are instead paid by the government.

Skills First

Skills First is a government-funded scheme in Victoria that helps provide vocational education and training to
eligible individuals. It aims to help them gain skills and knowledge for employment or further education.

Subsidy settings have remained broadly stable, with incremental increases over time. But they have
not consistently kept pace with rising delivery costs, including higher staff costs and the additional
costs of providing student support services.

Our Free TAFE report (tabled on 13 May 2026) identified that increases in teachers’ salaries and
wages can be reliably estimated. But it found that many support services outside the classroom are
more difficult to measure and may not be fully reflected in the original subsidy rate settings.

This is particularly evident for Free TAFE cohorts, who often face greater barriers to education and
therefore require higher levels of counselling, disability support and interpreting services.

Together, these factors have contributed to ongoing financial pressure across the TAFE sector, with
rapidly growing employee expenses emerging as a risk to TAFEs' future financial sustainability.
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TAFEs balance sheets remain strong
TAFEs hold large As at 31 December 2025, the sector reported $4.32 billion in assets and $422 million in liabilities.

Ian.d ?nd TAFEs' assets were approximately 10 times greater than liabilities. Land and buildings made up the
building assets

and have low  largest asset balances, and the sector held over $500 million in cash and cash equivalents as at
debts 31 December 2025.

compared with
In 2025, the sector reported ... 2024 of ... mainly for ...

$4.32 billion of total assets $4.10 billion $3.17 billion of land and buildings.

$422 million of total liabilities $432 million $189 million of employment benefit and
other provisions.

$3.89 billion of net assets $3.66 billion $2.11 billion in asset revaluation reserves.

TAFE sector emerging risks

Escalating employee costs place pressure on financial sustainability

Majority of There is no established benchmark for labour cost as a percentage of total revenue. However,
revenue goes to  |abour-intensive industries typically operate with higher labour cost ratios. As a benchmark, the
labour costs average labour cost ratio for TAFEs in New South Wales and Queensland was 70 per cent of their

revenue for the last 2 years.
In 2025, 8 of the 12 TAFEs' labour costs exceeded this benchmark, as shown in Figure 12.

Of the 4 TAFEs with labour costs below the 70 per cent benchmark, only Wodonga Institute of
TAFE recorded a net surplus. The other 3 reported net deficits in 2025 but remained close to
break-even. In contrast, Melbourne Polytechnic and Sunraysia Institute of TAFE allocated nearly
80 per cent of their adjusted revenue to labour costs and had their worst adjusted net deficits
since 2022.

Figure 12: Employment costs (including third-party training providers costs) as a percentage of adjusted
revenue excluding capital grants and advance funding

p—————
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Wodonga Institute of TAFE _ : labour costs
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Note: We have included third-party training provider costs in total employee cost as some TAFE training revenue is delivered by
third-party training providers if the TAFE has capacity constraints.
Source: VAGO. Benchmark based on TAFE NSW and TAFE Queensland.
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Employee
expenses grew
at a faster rate
than staff
numbers

Rising employee
costs

If a TAFE cannot effectively manage the growth in its employee expenses through productivity
improvements or by generating more funding or growing self-generated revenue sources, the gap
between revenue and expenditure will continue to widen. This will increase the TAFE's financial
sustainability risk.

The TAFE sector is labour-intensive. Most TAFE staff are employed under an enterprise bargaining
agreement, with new agreements finalised in 2025 and 2026.

While the total number of TAFE full-time equivalent employees remained relatively stable,
increasing by only 1.9 per cent, total employee expenses grew much faster, rising by 9.0 per cent in
2025.

In 2025, the TAFE sector had ... compared to 2024 of ... whichisa...
8,300 full-time equivalent (FTE) employees 8,149 1.9 per cent increase.
$1.09 billion total employee expenses $1.00 billion 9.0 per cent increase.

The growth in employee expenses was driven mainly by wage rate increases and back pay
entitlement, rather than higher staff numbers. The 9.0 per cent increase in employee cost was
notably higher than the education and training wage price index of 3.7 per cent in 2025, as per the
Australian Bureau of Statistics.

RIE

An FTE staff member represents the workload of one full-time employee. It is calculated based on the total
hours worked by part-time employees or those with varied work schedules to equate to the hours of one
full-time employee.

Wage price index
The wage price index measures changes in the price of labour, unaffected by compositional shifts in the

labour force, hours worked or employee characteristics. It is published quarterly by the Australian Bureau of
Statistics.

TAFEs' revenue and income are mainly delivered by 2 types of employees:
e teaching staff

e non-teaching staff.

As shown in Figure 13, there is a relatively even split between teaching and non-teaching staff.
Across the 12 TAFEs in 2025, there were 4,097 FTE teaching staff and 4,203 FTE non-teaching staff.
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Figure 13: Sector's total FTE for teaching and non-teaching staff between 2021 and 2025
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Source: VAGO.

Teaching staff generally refers to teachers that deliver TAFE courses. A new enterprise bargaining
agreement, the Victorian TAFE Teaching Staff Agreement 2024, was approved by the Fair Work
Commission on 27 June 2025. The agreement includes a minimum 21 per cent salary increase over
4 years for TAFE teachers employed under this agreement through to November 2027. The
agreement also included clauses around workload reductions and improved professional
development.

Non-teaching staff are typically support staff for TAFEs to operate, including professional,
administrative, clerical, computing and technical (PACCT) staff.

Some non-accredited courses do not require delivery by staff holding a teaching qualification.
These courses can be delivered by PACCT staff. Non-teaching staff are mainly employed under the
Victorian TAFE PACCT Staff Agreement 2025, which was approved by the Fair Work Commission on
18 March 2026. It also included backpay from July 2025. Prior to this agreement, each TAFE had its
own agreement for PACCT staff.

The 2025 agreement brings together all TAFE PACCT employees under a single agreement, which
includes a 3.79 per cent average pay rise each year through to January 2029. This represents a
16.1 per cent cumulative increase by its expiry date.

Based on high-level assumptions, including a stable number of FTE staff and all other factors
remaining unchanged, these 2 agreements are expected to increase total TAFE sector employee
expenses to $1.21 billion by 2029, as Figure 14 shows.
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Figure 14: Actual and projected total employee expenses for the TAFE sector to 2029 ($ billion)
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Note: Assumes consistent staff numbers employed by TAFEs in 2025 through to 2029.
Source: VAGO, based on Australian Education Union data.

Budget processes continue to improve, while key performance indicators require review to reflect
current operating conditions

Update on Sound budgeting practices continue to be an important consideration for TAFEs' financial

timely budget  management. In past reports we have included recommendations for TAFEs to improve budgeting
recommendation processes:

from previous

reports e Inour Results of 2023 Audits: Technical and Further Education Institutes report we

recommended that TAFEs continue working with DJSIR to achieve balanced budgets into the
future and they begin their budgeting process earlier so that budgets are in place before the
year to which they apply.

e In our Results of 2024 Audits: TAFEs and Universities report we noted that while progress was
made for preparing 2025 budgets, significant changes in fee-setting assumptions occurred
after TAFEs were due to submit their budgets to DJSIR. These changes required all TAFEs to
resubmit their budgets using revised assumptions. Most TAFEs were unable to resubmit their
revised budgets until the start of the 2025 year. We acknowledged that all TAFEs submitted
their board-approved draft budgets to DJSIR by the end of October 2025 prior to this revision.

In 2025, all TAFEs successfully submitted their board-approved budgets for 2026 to DJSIR by the
end of 2025.

Budget accuracy As part of the budget submission process, TAFEs provide their forward estimates, including

continues to revenue, expenses, cash flow projections and FTE assumptions. These assumptions, together with

improve other non-financial assumptions, inform the calculation of the 4 performance statement KPI
targets: training revenue diversity, employment costs as a proportion of training revenue, training
revenue per teaching FTE and operating margin percentage.

In our Results of 2024 Audits: TAFEs and Universities report, we found that almost a quarter of KPIs
actual results (22.9 per cent) varied from their target by more than 10 per cent. This year, we
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compared the budgeted revenue and expenses with actual results. Where relevant, we excluded
items not included in the original budgets, such as capital grants and advance funding.

As Figure 15 shows, actual revenue across the sector has been higher than budgeted over the past
3 years, although the gap narrowed in 2025. Budgeted revenue improved from 8.4 per cent below
actual in 2023 to 3.6 per cent below actual results in 2025. Budgeted and actual expenses were
relatively consistent over this period, indicating established cost assumptions.

Figure 15: Adjusted budget and actual result comparison (in $ million)
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Source: VAGO.

Our analysis shows that operating grants received by TAFEs are consistently higher than budgeted.
TAFEs also continue to budget limited interest income, forecasting only $4.37 million between
2023 and 2025, despite earning $52.0 million over the same period.

Budgets that understate revenue and income can reduce their reliability as a financial
management tool. This limits their usefulness for boards, management and DJSIR when making
decisions about funding, investment, workforce planning and service delivery priorities.
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Existing
performance
indicators may
no longer
adequately
measure TAFE
performance

Each year, the Minister for Skills and TAFE sets the strategic directions for TAFEs through the
Victorian TAFE Network Statement of Priorities. The statement of priorities is co-signed by all TAFE
board chairs and representatives of the 4 Victorian public universities that deliver TAFE services.
Figure 16 summarises the TAFE network'’s focus areas.

Figure 16: Focus areas of the TAFE network in 2025
The TAFE Network is focused on four areas.
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Each TAFE is required to submit a formal response, known as the Statement of Priorities: TAFE
Response. This is an agreement between the Minister and each TAFE that sets out the actions and
strategies to be delivered in response to the priorities.

The TAFE response also includes a Statement of Corporate Intent, which sets out the targets for
4 KPIs. These KPIs are the indicators reported in each TAFE's annual performance statement.

The current KPIs have remained unchanged since their introduction in 2018 by the former
Department of Education and Training. Since that time, the operating environment for TAFEs has
evolved, particularly following the introduction of Free TAFE in 2019, and subsequent changes to
government priorities for the sector.

One of the existing KPIs measures the diversity of a TAFE's training and revenue sources. However,
this indicator does not consider the volume of students to which the training services are
delivered. As discussed earlier, revenue diversity alone may not be a reliable indicator of TAFE
performance. This may limit how useful the KPI is for comparing outcomes across TAFEs.

Similarly, the KPI on 'training revenue per teaching FTE' is intended to measure teaching
productivity and resource use. But it does not account for training revenue generated through
non-teaching staff, reducing its effectiveness as a measure of how efficiently a TAFE delivers its
training services.

Free TAFE has remained a key area of government focus since its introduction. However, there is
currently no KPI that measures how effectively each TAFE has facilitated this initiative.

We recommend that DJSIR review the current TAFE KPIs to ensure they remain relevant and
aligned with the government'’s current priorities for the sector. This review should be done in
consultation with key stakeholders, including TAFEs and VAGO.
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Recommendations
Department of ~ We recommend that the Department of Treasury and Finance work with government to clearly

Treasury and reflect tabling requirements for non-30 June reporters in the Financial Management Act 1994.
Finance

Department of ~ We recommend that the Department of Jobs, Skills, Industry and Regions review the current TAFE

Jobs, Skills, key performance indicators to ensure they remain relevant and aligned with the government's
'"d‘fStry and current priorities for the sector. This should be done in consultation with key stakeholders,
Regions including TAFEs and VAGO.
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The Victorian public university sector

Snapshot
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or weaker revenue and income
growth
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Conclusion

All 8 Victorian public universities received clear audit opinions for their 2025 financial
reports. The reports were submitted to audit on time and were of good quality, with only
one material error identified and corrected.

The sector’s net result improved in 2025, as revenue growth outpaced expenses, driven by
stronger teaching revenue and investment income. International student revenue
exceeded domestic student revenue and continued to drive the post-COVID recovery for
most universities.

The improvement in net results was uneven across the sector. Monash University made up
most of the improvement in 2025, while other universities reported mixed outcomes,
including ongoing deficits or weaker revenue and income growth.

Investment fair value movements materially affect reported net results and can make it
harder to assess underlying operating performance. In 2025, fair value gains on
investments made a significant contribution to the sector’s net results. Excluding these
gains, the sector's net surplus would have been $365 million, lower than the $827 million
reported.

Balance sheets remain strong and investments continue to be an important component of
universities' overall financial management. Since early 2026, equity markets have
experienced increased volatility, with periods of decline followed by partial recovery. If this
continues, it may affect investment income and universities’ ability to rely on it to support
operating or strategic initiatives.
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University financial reports are reliable

Clear audit opinions on all university financial reports in 2025

Audit opinions
issued

Audits still in
progress

We issued clear audit opinions on the 8 universities' financial reports and 22 of their 39 Australian
controlled entities' financial reports for 2025, as Figure 17 shows. This means Parliament and the
community can confidently use these reports.

Figure 17: Clear audit opinions issued and outstanding audits for the Victorian public university sector in
2025
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clear opinions delivered

Universities Controlled entities
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Note: Controlled entities refers to Australian controlled entities.
Source: VAGO.

As at 4 May 2026, audits of 17 controlled entities' financial reports are still in progress for 2025.
There were 21 audits of 2024 financial reports in progress last year as at 15 May 2025.

The incomplete audits do not affect our ability to issue audit opinions on the universities'
consolidated financial reports. This is because the operations of these controlled entities are not
significant, either individually or collectively, to each university's operations.

See Appendix C for more information about these audits.

Universities met their reporting timeframes, but their controlled entities continue to see delays

Timeliness

In 2025, all universities submitted their draft financial reports to us within the 8-week statutory
deadline, as Figure 18 shows.

Meeting this deadline helps universities comply with the law, facilitates a timely audit process and
maintains financial transparency and accountability.
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Figure 18: Timeliness of universities' financial reports for 2025
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Of the 39 Australian controlled entities we audit, 32 submitted their draft financial reports to us
within the 3-month deadline set under each university's own legislation. This was an improvement
from 2024, when 26 met the deadline.

Some controlled entities missed the deadline because universities prioritised preparing their own
financial reports and those of significant controlled entities on time, over the smaller controlled
entities. While it is important to prioritise universities and their significant controlled entities, it is
also important to meet the legislated timelines for all controlled entities.

Of 17 controlled entity audits still in progress:
e 2 controlled entities have not yet prepared their draft financial reports

e audits of the remaining 15 financial reports are ongoing.

Universities should work closely with their auditors to finalise their audits as soon as possible after
year end. For example, Monash University improved the timeliness of audits for its significant
controlled entities, reducing completion from an average of 73 days after year end for 2024 to

47 days after year end for 2025. Monash University achieved this improvement by working closely
with the auditors to bring audit testing forward to before the year end wherever possible.

Universities prepared quality financial reports with only one material error identified and corrected

Errors compared The nature, number and size of errors in financial reports provided for audit shows the

to 2024

effectiveness of the systems and processes used to compile reliable reports.

In our 2025 audits, we identified one material error in relation to the valuation of property, plant
and equipment for Federation University Australia, and 8 immaterial errors in universities' financial
reports. In 2024, we found no material errors and 17 immaterial errors. This indicates that the draft
reports are generally accurate and have improved for 2025.
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For Federation University Australia the initial valuation outcomes were outside our expectations,
prompting further examination, which identified that some assumptions required refinement and
that management'’s review of the valuer's work could have been strengthened.

While entities commonly engage external experts for valuation purposes, management remains
responsible for the accuracy of asset valuations outcomes and related disclosures in the financial
report. This highlights the importance of strong quality control processes by management over
valuation processes. This includes applying appropriate checks to review and assess valuation
assumptions and outcomes, particularly where valuations involve significant judgement and
material balances.

University sector financial outcomes

The sector's results improved, but the gains were uneven across universities

The sector's net
result

Adjusted net
results for the
sector

For 2025, the sector's net result improved, recording a net surplus of $827 million compared to
$597 million for 2024.

This result was largely driven by teaching revenue from both domestic and international students
exceeding expenses on staff and operations. Investment performance was also strong in 2025.

The sector reported ... whichis a ... from ...
$14.5 billion in revenue and income 7.4 per cent increase $13.5 billion in 2024.
$13.7 billion in expenses 6.2 per cent increase $12.9 billion in 2024.

Universities hold large investment portfolios for long-term purposes. They use these investments
to generate income to support operations and fund strategic initiatives, and they form an
important component of universities’ overall financial management.

The amounts they earn on these investments are included in their comprehensive income
statement each year. These earnings include the:

e income streams they receive from investments (such as interest and dividends)

e movements in the value of investments, known as fair value gains or losses on investments,
where a gain increases the net result, and a loss decreases the net result.

Fair value gains or losses on investments

Universities can choose to record changes in the fair value for some of their investments in their net result
when they happen or when they sell the asset. Most universities record these changes in fair value within
their net result for the year, even if they have not sold the investment. This means their net result is subject to
changes in fair value each year.

When an investment's fair value goes up, it is called a fair value gain. When an investment's fair value goes
down, it is called a fair value loss.

Market conditions have a strong influence on investment returns and changes in the fair values of
investments. Movements in fair value can significantly affect reported net results from year to year,
making it more difficult to clearly understand underlying operating financial outcomes.

For 2025, fair value gains on investments continued to make a substantial contribution to the
sector's net result. Excluding these movements provides a clearer view of the sector's underlying
financial performance, as shown in Figure 19. Without these investment gains, the sector's net
surplus would have been $365 million, which is $462 million lower than the $827 million reported.
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Monash
University made
up most of the
sector's
improvement in
2025

Other
universities
recorded mixed
financial results
for 2025

Figure 19: The Victorian public university sector's net result before and after fair value gains or losses on
investments from 2021 to 2025
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Source: VAGO.

Since early 2026, Australian and overseas financial markets, including equity markets, have
experienced increased volatility, with periods of decline followed by partial recovery. This volatility
may affect investment values and income in 2026.

As investment returns contribute significantly to universities’ financial results, changes in market
conditions may influence reported outcomes and universities’ ability to rely on investment income
to support planned operating or strategic initiatives.

The sector's improved results in 2025 were concentrated to Monash University. Of the sector's
increase in revenue and net result, Monash University was responsible for:

e $517 million or 53.4 per cent of the increase in revenue and income

e $272 million or 118 per cent of the increase in net result.

Monash University's surplus of $580 million was over 70 per cent of the sector's overall
$827 million net surplus.

If fair value gains or losses on investments are excluded, Monash University's adjusted net surplus
of $473 million was greater than the sector's total adjusted net surplus of $365 million.

Monash's financial performance in 2025 was due to:
e higher student enrolments
e increased international tuition fees

e ongoing cost management relative to its growth in operations.
These improvements were in both its Australian and international operations.
The financial results of the sector's other Victorian public universities were mixed. Most universities

controlled the growth in their expenses relative to their revenue and income growth. But for
others, expenses increased more than revenue and income.
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Figure 20 shows the adjusted net result margin by university before accounting for fair value gains
or losses on investments. The adjusted net result margin measures how efficiently entities earn
and spend their revenue and income, and helps compare universities of different sizes more fairly
by putting them on the same scale. A positive adjusted net result margin means the entity
recorded a surplus, and a negative adjusted net result margin means the entity recorded a deficit.

Figure 20: Universities adjusted net result margins before fair value gains or losses on investments for
2024 and 2025

Federation University ®
University of Melbourne ®
La Trobe University ®
Deakin University °
Swinburne University ®
RMIT University ®
Monash University °
Victoria University ®

-10% -5% 0% 5% 10% 15% 20%
2024 2025

Note: Federation University refers to Federation University Australia. Swinburne University refers to Swinburne University of
Technology.
Source: VAGO.

For 2025, excluding fair value gains or losses on investments:

e Deakin University, Monash University, RMIT University and Victoria University improved their
adjusted net result margins and reported an adjusted net surplus

e Swinburne University of Technology reported an adjusted net surplus, but its adjusted net
result margin was lower than the previous year

e La Trobe University improved its adjusted net result margin but continued to record an
adjusted net deficit

e Federation University and the University of Melbourne reported an adjusted net deficit and a
lower adjusted net result margin than the previous year.

Adjusted net result margin

An entity's adjusted net result is its revenue and income minus its expenses. The margin is the net result
divided by total revenue and income. A positive result shows a surplus and a negative result shows a deficit.
The larger the percentage, the stronger the result. This margin is calculated before accounting for fair value
gains or losses on investments.

In 2019, before the impacts of the COVID-19 pandemic, all universities recorded a surplus before
fair value gains or losses on investments.

But from 2020 to 2025, all universities have reported one or more years of deficits, with Federation
University and La Trobe University recording persistent deficits before fair value gains or losses on
investments during this period.
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Between 2020 and 2025, before fair value

gains or losses on investments ... recorded ...
Federation University 6 deficits.
La Trobe University 4 deficits and one break-even.

Deakin University, RMIT University, Swinburne 3 deficits.
University of Technology, the University of
Melbourne, Victoria University

Monash University one deficit.

Student revenue growth outpaced expenses for most universities led by international students

The sector's
total revenue
growth
outpaced
expense growth

Most revenue universities earn is teaching revenue, which is made up of:
e funding received from governments for teaching domestic students

e fees received from domestic and international students.

Teaching revenue accounted for more than 66 per cent of the sector's total revenue in 2025 and
was the primary driver for revenue growth.

Across the sector, total revenue grew faster than expenses. This revenue growth was driven by
increased revenue from teaching both domestic and international students.

Teaching revenue from international students increased faster than teaching revenue from
domestic students. Growth in teaching revenue largely reflects increases in student numbers, and
as Figure 21 shows, all universities increased the number of students they taught in 2025.

Figure 21: Universities' student numbers by equivalent full-time student load (EFTSL) for 2024 and 2025
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Source: VAGO.
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Growth in
international or
domestic
student revenue
varied across the
sector

Signs of
structural
pressures exist
within the sector

As Figure 22 shows, universities recorded uneven growth in teaching revenue across domestic and
international student markets:
La Trobe University and Victoria University reported increases in domestic student teaching
revenue of 10 per cent or more, compared to the sector-wide average of 8.4 per cent.

e Deakin University, Monash University and Victoria University reported increases in
international student revenue of 15 per cent or more, exceeding the sector-wide average of
13.5 per cent.

e Swinburne University of Technology reported a decrease in international student teaching
revenue.

Figure 22: Universities' revenue from teaching domestic students and international students in 2025
and percentage change in each category from 2024

2025 domestic Percentage 2025 international ~ Percentage

student revenue  change from student revenue change

University ($ million) 2024 ($ million) from 2024
Deakin University 696 7.2% 391 15.3%
Federation University 160 8.9% 58 0.9%
La Trobe University 544 10.0% 181 14.4%
Monash University 987 9.3% 1,751 28.6%
RMIT University 735 6.7% 805 7.8%
Swinburne University 454 6.2% 248 -14.5%
University of Melbourne 856 7.8% 1,242 5.6%
Victoria University 324 14.0% 203 18.9%
Sector average 595 8.4% 610 13.5%

Source: VAGO.

Each course a student enrols in attracts different government funding and course fees, so the
course mix also affects how much revenue and income a university earns from teaching.

Federation University, Swinburne University and the University of Melbourne taught fewer
international students in 2025 than in 2024. They also reported that their expenses grew faster
than their revenue in 2025.

Victoria University, despite only teaching 5.9 per cent more domestic students, reported a
14.0 per cent increase in domestic student teaching revenue.

Deakin University reported similar results for international student revenue, teaching 6.9 per cent
more international students but recording a 15.3 per cent increase in international student
teaching revenue.

Offshore campuses also contributed to the improvements in revenue for Monash University and
RMIT University. From their operations in Asia, Monash University reported a $55.9 million increase
in revenue and RMIT University reported a $5.3 million increase in revenue.

While most universities reported revenue and income growth greater than expense growth in
2025 (before fair value gains or losses on investments), this was not true for all universities.
Federation University, Swinburne University and the University of Melbourne each reported
expenses growth that outpaced revenue growth during 2025.

37 | Results of 2025 Audits: TAFEs and Universities | Victorian Auditor-General’s Report 2025-26



While expenses may grow faster than revenue in some years, if this occurs over several years, it can
indicate structural pressures around an entity's ability to earn revenue to cover the full cost of
operations.

Since the end of COVID-19 in 2023, (excluding
fair value gains or losses on investments)

expenses grew faster than revenue in ... for ...

no years Victoria University.

one year Deakin University, Monash University, RMIT
University and Swinburne University of
Technology.

2 years Federation University and La Trobe University.

all 3 years the University of Melbourne.

Growth in cost  As teaching organisations, universities spend most of their money on their staff. In 2025,

per staff slowing  staff-related expenses accounted for 56.2 per cent of total expenses, up from 55.6 per cent in
2024. Changes in staff numbers and staff costs have a significant impact on a university's net
result.

In 2025, the sector increased staff numbers by 2.5 per cent to 42,568 FTE, up from 41,538 in 2024,
as Figure 23 shows. This growth is slightly higher than the 1.9 per cent increase in FTE staff for
2024, but still in line with the average increase since the end of the COVID-19 pandemic in 2023 of
3.1 per cent per year.

Figure 23: Universities' staff numbers by FTE for 2024 and 2025
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B Academic staff B Non-academic staff

Note: Number of employees includes full-time, part-time and casual academic and non-academic staff. The FTE numbers used in this figure were provided by
each university and are unaudited.
Source: VAGO.

In 2025, growth in cost per staff member slowed. Staff-related expenses increased by 7.0 per cent
to $7.68 billion from $7.18 billion in 2024. This means the cost per FTE increased by 4.3 per cent.
This is less than the 6.5 per cent increase in 2024.
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Post-COVID-19
recovery from
international
student revenue
for most

In 2024, some universities incurred one-off restructuring costs, which did not reoccur in 2025. The
cost savings associated with these restructures were realised in 2025. The increase of 4.3 per cent
is broadly in line with the Australian Bureau of Statistics' 2025 wage price index for the ‘education
and training' industry of 3.7 per cent.

Since the end of COVID-19 pandemic, from 2023 to 2025 international student teaching revenue
has driven the sector's overall recovery. Staff costs (the sector's largest expense) increased by
$1.78 billion and international student teaching revenue increased by $1.82 billion.

All universities experienced an increase in international student teaching revenue in 2023 as
international students returned to study at Victorian universities. This trend has mostly continued
since then. Seven of the 8 universities have reported an annualised improvement in international
student teaching revenue of between 13.9 per cent and 54.7 per cent between 2023 and 2025.

Federation University did not follow this trend. International student teaching revenue has
decreased by 2.9 per cent from 2023 to 2025. It has however reported strong growth in domestic
student revenue, which has increased by 22.3 per cent over the same period.

For the sector in total, revenue earned in 2025 from teaching international students exceeded the
revenue from teaching domestic students for the first time in recent years. The largest

3 universities by revenue — Monash University, RMIT University and the University of Melbourne —
earned more revenue from teaching international students than from teaching domestic students.
Monash University and RMIT University's revenue is also supported by their offshore campuses.

Universities have strong balance sheets, but returns from their investments support sustainability

Most
universities have
significant cash
and financial
investments

At the end of 2025, universities have strong balance sheets with cash, investments and property,
plant and equipment held.

Most of the value of the assets universities hold is in their property, plant and equipment, as
Figure 24 shows. These assets totalled $23.4 billion as at 31 December 2025.

Universities also hold cash and have large investment portfolios. As at 31 December 2025, these
totalled $11.3 billion. This is the second-largest group of assets after property, plant and
equipment.

These cash and investment balances have built up over time from a combination of investment
returns and the accumulation of surplus funds, including:

e cash balances not immediately required for operations or near-term capital expenditure

e free cash flows generated from operations, that is cash available after meeting day-to-day
operating costs

e unspent donations and bequests received for a specific purpose and held over time
e cash proceeds from the sale of property, plant and equipment

e income earned on investments that has been reinvested.

Universities can use these funds to buy property, plant and equipment and to make other strategic
investments or pay down debt. RMIT University has paid down debt by $315 million over the past
5 years.

Alternatively, cash raised through long-term debt can be invested if the cash is not immediately
required for the purpose it was obtained. The University of Melbourne has raised $622 million over
the last 5 years (net of repayments made) through this method.
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Figure 24: Assets by type per university for 2025 ($ billion)
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Source: VAGO.

At the end of At the end of 2025, universities held sufficient cash and liquid assets (which are assets universities

2025, balance  can quickly turn into cash) to meet their short-term liabilities.
sheets remain

strong As Figure 25 shows, 7 of the 8 universities have an adjusted liquidity ratio above one. This means

their cash and liquid assets exceed their current liabilities. A ratio below one indicates the
opposite. In this ratio, we also count some long-term investments as liquid assets, because even
though universities usually keep them for the long term, they could sell them quickly if needed.

La Trobe University had an adjusted liquidity ratio below one. But much of its current liabilities
relate to 2026 student fees received in advance of providing teaching, and its staff's leave
entitlements. Of its $75.0 million in current employee leave liabilities, La Trobe University only
expects to need to settle $18.0 million of this in 2026.

Figure 25: Universities' adjusted liquidity ratios for 2024 and 2025
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Note: A ratio of one indicates that liquid assets are equal to current liabilities.
Source: VAGO.
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University sector emerging risks

Preparing for change requires continued focus to remain financially resilient

Policy changes
may affect
universities

Changes to government policy, such as enrolment settings or funding arrangements, could affect
universities' future financial outcomes.

Most universities still rely heavily on revenue from domestic or international full-fee students,
which makes them sensitive to shifts in these areas. This reliance varied from 60.9 per cent for the
University of Melbourne to 79.2 per cent for RMIT University, as Figure 26 shows.

Figure 26: Revenue and income, before fair value gains or losses on investments, by source as a
percentage of all revenue and income per university for 2025

RMIT University 38% 41%

Victoria University 30%

Swinburne University 49% 27%

La Trobe University 54% 18%
Deakin University 46% 26%

Federation University 49% 18%

Monash University 24% 42%

University of Melbourne 25% 36%

B Domestic student teaching revenue M International student teaching revenue B Other income

Note: Figures have been rounded.
Source: VAGO.

Similar to 2025, Australian Government policy on international students remains a significant
source of uncertainty for universities in 2026. Since 2025, the Australian Government has set a
target for new international student commencements, which has been managed through visa
processing priorities set using Ministerial Directions 111 and 115. This is done by giving each
higher education (for example, university) and vocational education and training (for example,
TAFE) provider an ‘indicative allocation' and prioritising visa applications based on how close they
are to that allocation. While these directions do not impose a cap, they operate in a way that can
slow student arrivals, which may constrain enrolment growth.

This creates uncertainty and has a greater impact on universities as future enrolment and revenue
growth will be affected by not just student demand but also international student allocations.
Universities will again have to manage their growth in new international student enrolments in
2026 in line with their provided allocations. Other international education policy changes,
including increases to visa fees, creates uncertainty around future enrolment and revenue growth
and impacts universities' ability to adequately plan.

As well as potential changes to international education policy, changes to domestic student
policies (for example, how Commonwealth supported places are allocated and funded) may also
affect how universities generate revenue from domestic student places. For the universities where
domestic student teaching revenue is the primary source of revenue, this could have an equal or
even greater financial impact than capping international student places.
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Adoption of The rapid evolution and adoption of artificial intelligence (Al), including generative Al tools, is an
artificial emerging risk for universities.
intelligence may

. While Al may provide benefits to universities such as increased productivity, it also has the
impact course

delivery and potential to disrupt how universities’ deliver their courses, future demand of courses and
student ultimately how they earn their revenue.
preferences Potential disruptions
include ... because ... for example ...
academic integrity Al reduces the effectiveness of Al use in traditional assessments
traditional integrity controls for may require changes to how
assessments, with Al-generated student competency is assessed.

content difficult to reliably detect

course delivery Al is changing the skills profile course content may also need to
across many occupations, with evolve to teach appropriate
increased employer demand for professional use of Al.
students to be able to use Al
effectively

course demand developments in Al may reduce potential students may prefer
future demand for knowledge professions perceived to be less
workers in the economy exposed to Al-related automation.

Ongoing change in this area will require universities to regularly reassess their teaching and
service delivery models, and consider how risk management, workforce planning and investment
decisions evolve in response.
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Internal controls and financial reporting issues

Snapshot

TAFEs and universities have
adequate controls to support (] B E

reliable reporting

71Tk -

RIEY!

Most issues relate to IT access Unresolved issues increased
controls, increasing the risk despite closing long-standing
of error or fraud items

TAFEs and universities internal controls for preparing reliable financial reports and
performance statements are adequate. But there is scope to improve them, particularly
controls relating to IT systems, which are critical to the effective operation of modern
organisations.

TAFEs had fewer new issues in 2025 while the universities had more. TAFEs and universities
made progress in closing long-outstanding issues, but the total number of unresolved
issues grew in both sectors.

Most of the issues we identified across both sectors relate to weaknesses in their IT
controls, specifically how entities manage access to their systems. Where these weaknesses
involve user accounts with a high level of privileged access, risks increase. This creates
opportunities for errors or fraud to occur and not be prevented or detected.
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TAFEs' and universities' internal controls are adequate for reliable reporting, but
there are areas for improvement

We found fewer new issues at TAFEs in 2025 but more new issues at universities

Internal control
snapshot

Communicating
internal control
and financial

reporting issues

Importance of IT
controls

TAFE control
weaknesses
have decreased

TAFEs and universities must have an effective internal control environment to maintain proper
accounts and records.

We assessed if TAFEs' and universities' internal controls, which include people, systems and
processes, allow them to prepare reliable financial reports and performance statements (for
TAFEs).

Overall, their internal controls are adequate for reliable reporting. But there remain areas for
improvement, particularly relating to their IT controls and financial reporting.

TAFEs and universities can continue to strengthen their internal controls and financial reporting
processes by promptly addressing the issues we raise, with a focus on prioritising higher-risk
matters.

Where we find internal control and financial reporting issues, we bring these to the attention of
management and those charged with governance, in line with the requirements of the Australian
Auditing Standards. This includes:

e raising new issues

e providing updates on unresolved issues we raised in a prior period.

We perform this as part of the financial audit and do not form an opinion on these controls.

In modern organisations, controls exist within the IT systems to record, process and report reliable
financial information. TAFEs and universities need to design and implement appropriate IT controls
and ensure they are operating effectively across key IT systems, such as:

e general ledger
e student and revenue management
e payroll

e fixed assets.

Weaknesses in IT controls can pose significant risks, especially in the context of financial reporting,
data security and overall operational integrity. However, the presence of internal controls does not
mean an entity is protected from cyber attacks or other data breaches.

Our audits focus on key financial systems, including the controls and processes implemented by
management for reliable financial reporting. While cyber security is a risk, it is beyond the scope of
our audits.

In 2025, we found 6 new internal control and financial reporting issues for TAFEs, which is better
than the 15 we found in 2024, as Figure 27 shows.

Of the new issues we identified in 2025, 5 of 6 related to IT. The most common IT-related issue
was weaknesses in how TAFEs manage access to IT systems. Specifically, their controls were not
effectively preventing users, whether through error or intent, from gaining inappropriate access or
making unauthorised changes to systems or sensitive data.
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More new issues
for universities

In 2025, new non-IT issues significantly decreased from 10 in 2024 to one. This was related to asset
management.

Figure 27: New issues found for the TAFE sector in 2024 and 2025
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Property, plant and equipment ®
IT - Audit logging and monitoring ®

Other financial reporting ®
Revenue recognition @
Governance @

IT - Managing changes @
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Note: We excluded low-risk issues because we consider these minor issues or opportunities to improve. Some issues may be both
raised and resolved within the same year.

Number of 'IT - Audit logging and monitoring' findings were consistent for 2024 and 2025.

Source: VAGO.

In 2025, we found 7 new internal control and financial reporting issues in 4 universities. This is up
from 3 issues across 2 universities in 2024. Of the new issues we identified in 2025, we rated one as
high-risk, compared to no high-risk issues in 2024. This related to the revaluation of property,
plant and equipment at Federation University and the related material error, which required
adjustment. We have discussed this in further detail in Section 3.

As Figure 28 shows, 6 of the 7 issues we identified in 2025 related to IT. Of these, most were due
to the implementation of new systems or upgrades to existing systems.

When implementing new systems or upgrading existing ones, it is essential that entities:

e maintain existing IT controls, either in the system being upgraded or the legacy system prior
to transfer

e identify and manage risks arising from the migration to the new system

e ensure the new or upgraded system has strong IT controls in place before first-time use.
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Long-
outstanding
issues have
decreased

Figure 28: New issues found for the Victorian public university sector in 2024 and 2025
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Note: We excluded low-risk issues because we consider these minor issues or opportunities to improve. Some issues may be both
raised and resolved within the same year.
Source: VAGO.

Last year in our report Results of 2024 Audits: TAFEs and Universities, we recommended TAFEs and
universities focus on resolving long-outstanding issues.

For 2025, while the total number of outstanding issues raised in a prior year has increased, the
number of issues more than one year old has decreased.

For the TAFE sector, there were 10 open prior period issues in 2024, 7 of which were raised over a
year earlier. At the end of our 2025 audits, only 4 issues more than a year old remain unresolved,
with 2 of these being partially resolved. This follows 3 consecutive years where 7 items were over a
year old at the end of each audit, as Figure 29 shows.

Figure 29: The TAFE sector's unresolved prior period issues from 2021 to 2025
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M Prior year issues more than one year old B Prior year issues less than one year old

Note: We excluded low-risk issues because we consider these minor issues or opportunities to improve.
Source: VAGO.
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For universities, no long-outstanding issues remained, consistent with our findings in 2024. A total
of 2 prior year issues aged less than one year were reported in 2025, as Figure 30 shows.

Figure 30: The Victorian public university sector's unresolved prior period issues from 2021 to 2025
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M Prior year issues more than one year old M Prior year issues less than one year old

Note: We excluded low-risk issues because we consider these minor issues or opportunities to improve.
Source: VAGO.

We commend both sectors for their progress on closing long-outstanding issues. But as both
TAFEs and universities had an increase in prior period outstanding issues in 2025, we encourage
the sectors to continue their focus on closing open findings. Until TAFEs and universities address
these issues, they remain exposed to financial and operational risks.

TAFEs and universities need to focus on strengthening IT controls

Types of IT
control issues
we find

As noted, we continue to find weaknesses in IT system controls for TAFEs and universities. Of the
total 28 new and outstanding prior period issues across both sectors, 19 relate to IT systems.

With the rapid change in technology and IT systems, it is critical for management to remain
vigilant and ensure IT controls are operating effectively, with any deficiencies resolved promptly.
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Common IT control issues identified within TAFEs and universities relate to the following:

IT control deficiencies
include ...

managing access

managing changes

audit logging and
monitoring

policies and procedures

New issues we
found were
related to
managing
access to
systems

operational data.

which means ...

inadequate user access reviews, failure
to implement role-based access
control, inconsistent or delayed
termination of system access and
granting of access without proper
request or approval were identified.

ineffective change tracking, lack of
proper change approval processes,
inadequate testing before deployment
and inadequate segregation of duties
were identified.

system-generated audit logs were not
always enabled to track critical and
sensitive activities, including but not
limited to changes to system user
access, configurations, reports and
master data. Where audit logging is
enabled, we observed numerous
instances where there is no active
monitoring of these logs.

there are weaknesses or gaps with
policies and procedures put in place to
effectively manage and guide
day-to-day operations.

This may result in ...

poor management of user
accounts, which can give
individuals more access than
needed, increasing the risk of
accidental or intentional misuse
of systems and data.

unauthorised or improper
changes made to critical
systems or data, which may
result in system outages, data
corruption and errors in
financial reports.

unauthorised or suspicious
activities going unnoticed or
undetected that may impact
the integrity of financial
reports.

key internal controls not
operating as intended or
effectively in preventing or
detecting errors or fraud in a
timely manner, and policies
and procedures being absent
or not updated regularly for
operational guidance.

In 2025, 7 of the 13 new issues we found across both sectors related to managing access to the
systems we audit. These controls are important for the integrity and confidentiality of financial and

Effective access management means that individuals have access aligned to their role. When
access management controls are not implemented or operating effectively, other controls that are

there to prevent or detect fraud or error may not function, as these are often tied to a user's

account.

Where the access controls relate to 'privileged' accounts, the risk is higher. These accounts are
granted a wide level of access to make changes to a system, both in how it functions and the data
within it. This level of access is necessary to enable upgrades and fixes to systems and data.

Because of the level of access given to privileged accounts, excessive or inappropriate access may
enable unauthorised transactions, override of controls and manipulation of data to occur without
detection. They require a higher level of control and scrutiny than other accounts to compensate

for this risk.
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IT controls can ~ User access controls form the first line of defence by helping ensure other controls operate
help prevent or  effectively. These controls should also be supported by monitoring user access and changes made

detect fraud and ,y pyoth privileged and non-privileged accounts, commonly through audit logging and monitoring.

error
Regular monitoring of audit logs provides visibility over how access is granted and the changes

users make. Independent review of audit logs is a critical control to confirm that changes made by
privileged accounts are accurate, authorised and appropriate.

Effective user access controls and monitoring reduces the opportunity to commit fraud. This is
particularly important for privileged accounts. Insufficient restrictions, or a lack of independent
monitoring, increase the risk that individuals with privileged access could commit fraud without
detection.
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Appendix A:
Submissions and comments

We have consulted with the Department of Jobs, Skills, Industry and Regions, the
Department of Treasury and Finance, the 12 TAFE institutes and the 8 public universities in
Victoria, and we considered their views when reaching our audit conclusions. As required
by the Audit Act 1994, we gave a draft copy of this report, or relevant extracts, to those
agencies and asked for their submissions and comments.

Responsibility for the accuracy, fairness and balance of those comments rests solely with
the relevant agency head.

Responses received

Agency Page
Department of Jobs, Skills, Industry and Regions A-2
Department of Treasury and Finance A-4
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Response provided by the Secretary, Department of Jobs, Skills, Industry and Regions

[OFFICIAL

Department of Jobs, Skills, Industry and Regions

GPO Box 4509
Melbourne, Victoria 3001 Australia
Telephone: +61 3 9651 9999

Ref: CSEC-2-26-28572

Mr Andrew Greaves
Auditor-General

Victorian Auditor-General Office
Level 31, 35 Collins Street
Melbourne VIC 3000

Dear Mr Greaves

VAGO RESULTS OF 2025 AUDITS: TAFES AND UNIVERSITIES PROPOSED
REPORT

Thank you for your correspondence of 14 May 2026 inviting the Department of Jobs,
Skills, Industry and Regions (the department) to provide submissions or comments on the
proposed report, Results of 2025 Audits: TAFEs and Universities (the report).

The department has reviewed the report, which presents the results of financial and
related audits of Victoria’s 12 TAFEs and 8 public universities and their controlled entities.

The department accepts the recommendation made to review TAFE key performance
indicators to ensure they remain relevant and aligned with the government’s current
priorities for the TAFE sector.

\We look forward to engaging with the Victorian Auditor-General’'s Office (VAGO) as we
progress this important work.

| also acknowledge VAGO’s recommendation for the Department of Treasury and Finance
to work across government to rectify tabling requirements for non-30 June reporting
entities.

More broadly, the Office of TAFE Coordination and Delivery (OTCD) continues to work
with TAFE institutes to improve the sector's underlying financial performance.

The department also welcomes the report’s findings regarding Victoria’s public
universities. | note your conclusion that the financial reports of the universities and their
controlled entities are reliable. | note no new substantive recommendations were made in
relation to universities this year.

| would like to take this opportunity to recognise the work of VAGO, Victorian TAFEs,
public universities and their respective controlled entities, which has led to clear audit

opinions for both sectors for the reporting year.
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Response provided by the Secretary, Department of Jobs, Skills, Industry and Regions, continued

If your team would like to discuss this further, please contact David Miller, Chief
Executive Officer, Office of the TAFE Coordination and Delivery, of the Department of

Jobs, Skills, Industry and Regions on [N

Yours sincerely

7

Matt Carrick
Secretary

Date: 26/05/ 2026

Ce:
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Response provided by the Secretary, Department of Treasury and Finance

Department of Treasury and Finance

1Treasury Place

Melbourne Victoria 3002 Australia
Telephone: +61 3 9651 5111
dtf.vic.gov.au

CSEC-260500220

Mr Andrew Greaves
Auditor-General

Victorian Auditor-General’s Office
Level 31, 35 Collins Street
MELBOURNE VIC 3000

Dear AMneral

PROPOSED REPORT: RESULTS OF 2025 AUDITS: TAFES AND UNIVERSITIES

Thank you for your letter dated 14 May 2026 inviting the Department of Treasury and
Finance (DTF) to review and comment on the proposed report Results of 2025 Audits:
TAFEs and Universities.

DTF will continue to support all public entities in the interpretation of the Financial
Management Act 1994. DTF notes that, as outlined in the proposed report, it has provided
guidance for entities with financial years that do not end on 30 June and will continue to look
for ways to improve the clarity of requirements.

Yours sincerely

Chris Barrett
Secretary

20/5/2026

co- I

OFFICIAL: Sensitive
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Appendix B:
Audit context

Our method We conduct our financial audits of the Victorian TAFE and public university sectors in accordance
with the Audit Act 1994 and the Australian Auditing Standards. As part of an audit, we:

e identify and assess the risks of material misstatement of a financial report (whether due to
fraud or error), design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for an opinion

e obtain an understanding of internal controls relevant to the audit to design audit procedures
that are appropriate in the circumstances

e evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures

e conclude on the appropriateness of using the going concern basis of accounting

e evaluate the overall presentation, structure and content of the financial report, including the
disclosures, and whether the financial report represents the underlying transactions and
events in a manner that achieves fair presentation.

Our The Auditor-General is:

independence an independent officer of the Parliament of Victoria

e appointed under legislation to examine, on behalf of Parliament and taxpayers, the
management of resources within the public sector

e not subject to the control or direction of either Parliament or the government.

The Auditor-General and VAGO staff are required to meet the ethical requirements of the:
e  Australian Auditing Standards

e Accounting Professional and Ethical Standards Board's APES 110 Code of Ethics for Professional
Accountants (including Independence Standards)

e  Code of conduct for Victorian public sector employees of special bodies

e Public Administration Act 2004.

Our costs The cost of this report and the supporting data dashboard was $275,000, which is funded by
parliamentary appropriation.

Use of artificial ~ We used approved artificial intelligence (Al) tools to help prepare this report and the supporting

intelligence and  data dashboard (for example, data capture, supporting analysis, research and drafting). These tools

safeguards were used in a manner consistent with the Victorian Auditor-General's Office Al Policy and its
principles for safe, ethical and responsible Al use. Al outputs were not used without human review,
and were checked against source documents or other reliable, authoritative sources.

Al did not replace audit evidence, professional judgement or human oversight over quality
assurance. The analysis, conclusions and recommendations in this report were made by VAGO in
accordance with established review processes.
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We do not enter personal information into non-approved generative Al tools. Where any publicly
available tool was used, it was limited to information that was already publicly known or approved
for public release.

Specific safeguards applied included:

e human review of data captured back to source documentation (that is, audited financial
statements and performance statements)

e confirmation of accuracy was sought from all audited agencies regarding their financial and
non-financial data that has been used in this report

e re-computation of ratios and key trends identified by Al.
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Appendix C:
Audit opinions

Victoria’s TAFE sector

Figure C1 lists the TAFEs and controlled entities we included in this report. It details the type of audit opinions for
their 2025 financial reports and performance statements if applicable, and the date we issued them as at 4 May 2026.

Figure C1: Audit opinions issued for the TAFE sector for the year ended 31 December 2025

Financial report Performance statement
Clear audit Clear audit
opinion Audit opinion opinion Audit opinion
Entity issued signed date issued signed date
Bendigo Kangan Institute Yes 6 March 2026 Yes 6 March 2026
Box Hill Institute Yes 10 March 2026 Yes 10 March 2026
Chisholm Institute Yes 4 March 2026 Yes 4 March 2026
Caroline Chisholm Education Foundation Yes 4 March 2026 N/A N/A
Gordon Institute of TAFE Yes 24 March 2026 Yes 24 March 2026
Gotec Limited Yes 23 March 2026 N/A N/A
Goulburn Ovens Institute of TAFE Yes 26 March 2026 Yes 26 March 2026
Holmesglen Institute Yes 26 March 2026 Yes 26 March 2026
Glenuc Pty Ltd Yes 31 March 2026 N/A N/A
Holmesglen Foundation Yes 31 March 2026 N/A N/A
Holmesglen International Training Services Yes 2 April 2026 N/A N/A
Pty Ltd
Melbourne Polytechnic Yes 31 March 2026 Yes 31 March 2026
South West Institute of TAFE Yes 24 March 2026 Yes 24 March 2026
Sunraysia Institute of TAFE Yes 31 March 2026 Yes 31 March 2026
TAFE Kids Inc. Yes 2 April 2026 N/A N/A
TAFE Gippsland Yes 13 March 2026 Yes 13 March 2026
William Angliss Institute of TAFE Yes 27 February 2026  Yes 27 February 2026
Angliss Consulting Pty Ltd Yes 27 February 2026  N/A N/A
William Angliss Institute Foundation Yes 27 February 2026 N/A N/A
Wodonga Institute of TAFE Yes 26 March 2026 Yes 26 March 2026

Note: N/A = TAFE controlled entities are not required to prepare performance statements.
Source: VAGO.
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Victoria's public university sector

Figure C2 lists the public universities and Australian controlled entities that we issue an opinion on in this report. It
details the type of audit opinions for their 2025 financial reports and the date we issued it to them as at 4 May 2026.

Figure C2: Audit opinions issued for the Victorian public university sector for the year ended 31 December 2025

Entity

Financial report

Clear audit
opinion issued

Audit opinion
signed date

Deakin University
Deakin Residential Services Pty Ltd
The Institute for Regional Security Ltd
Unilink Pty Ltd
Universal Motion Simulator Pty Ltd
Federation University Australia
Brisbane Education Services Pty Ltd
Federation Education Services Pty Ltd
The School of Mines and Industries Ballarat Limited
La Trobe University
La Trobe Ltd
Monash University
Gilzrx Pty Ltd
Monash College Pty Ltd
Monash Commercial Pty Ltd
Monash Investment Holdings Pty Ltd
Monash Investment Trust
Monash University Foundation
Monash University Foundation Pty Ltd
Monash University Indonesia Limited
Myostellar Pty Ltd
World Mosquito Program Ltd
xCystence Bio Pty Ltd
RMIT University
RMIT Holdings Pty Ltd
RMIT Online Pty Ltd
RMIT Training Pty Ltd
Swinburne University of Technology

Swinburne College Pty Ltd
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Yes
Yes
Yes
Yes
Yes
Yes
Yes
In progress
Yes
Yes
Yes
Yes
In progress
Yes
Yes
Yes
Yes
Yes
Yes
Yes
In progress
Yes
In progress
Yes
Yes
Yes
Yes
Yes

In progress

27 March 2026

2 April 2026

24 March 2026
24 March 2026

2 April 2026

25 March 2026

1 May 2026

N/A

1 May 2026

25 March 2026
20 March 2026
27 March 2026
N/A

24 February 2026
13 February 2026
27 February 2026
27 February 2026
6 February 2026
6 February 2026
16 February 2026
N/A

12 February 2026
N/A

12 March 2026
25 February 2026
25 February 2026
25 February 2026
2 April 2026

N/A



Financial report

Clear audit Audit opinion
Entity opinion issued  signed date
Swinburne Intellectual Property Trust In progress N/A
Swinburne International (Holdings) Pty Ltd In progress N/A
Swinburne Student Amenities Association Ltd In progress N/A
Swinburne Ventures Ltd In progress N/A
The University of Melbourne Yes 25 March 2026
Australian Music Examinations Board (Victoria) Limited Yes 17 April 2026
Goulburn Valley Equine Hospital Pty Ltd* In progress N/A
Melbourne Business School Limited Yes 9 April 2026
Melbourne Teaching Health Clinics Ltd In progress N/A
Melbourne University Publishing Limited In progress N/A
Nossal Institute Limited In progress N/A
UM Commercialisation Pty Ltd In progress N/A
UM Commercialisation Trust In progress N/A
UOM Commercial Ltd In progress N/A
UOM International Holdings Limited In progress N/A
Victoria University Yes 26 March 2026
Victoria University Enterprises Pty Ltd Yes 2 April 2026
VU Online Pty Ltd Yes 27 March 2026

Note: N/A = These are audits are still in progress. Refer to Part 3 for details.
*Entity has a 30 June year end, so its financial year is still in progress at the date of this report.
Source: VAGO.
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Appendix D:
Financial and non-financial indicators

Figure D1 lists and describes the financial and non-financial indicators that we use to assess

TAFEs' and universities’ financial sustainability risks. These indicators should be considered

collectively and are more useful when assessed over time as part of a trend analysis.

Our analysis of financial sustainability risk in this report reflects on the consolidated
position of each TAFE and university (that is, each TAFE and university together with its
controlled entities).

Refer to the data dashboard on our website for individual TAFEs" and universities’ financial
sustainability data and analysis:

www.audit.vic.gov.au/report/results-2025-audits-tafes-and-universities

Figure D1: Financial sustainability indicators, formulas and descriptions

Indicator

Formula

Description

Net result margin (%)

Liquidity (ratio)

Net result margin
before fair value
gains or losses on
investments (%)*

Adjusted liquidity

(ratio)*

EFTSL to employee
FTE (ratio)*

Net result / total revenue
and income

Current assets / current
liabilities

Net result before fair value
gains or losses on
investments / total revenue
and income before fair
value gains or losses on
investments

Current assets +
non-current financial assets
/ current liabilities

Total EFTSL / total FTE
employees

Note: *Measure applies to universities only.

Source: VAGO.

A positive result indicates a surplus. The larger the percentage, the
stronger the result.

A negative result indicates a deficit. Operating deficits or losses
cannot be sustained in the long term.

The net result and total revenue are obtained from the comprehensive
income statement.

This measures the ability to pay existing liabilities in the next 12 months.

A ratio of one or more means there are more cash and liquid assets
than short-term liabilities.

A positive result indicates a surplus. The larger the percentage, the
stronger the result.

A negative result indicates a deficit.

Unlike the net result margin, this excludes fair value gains or losses on
investments, which can be outside management’s control.

Liquidity ratio adjusted to include non-current financial assets.

Non-current financial assets are typically liquid, meaning universities
can convert most of these into cash at short notice and use them to
meet any liabilities if needed.

A ratio of one or more indicates universities have sufficient liquid
assets to meet short-term liabilities.
This measures the adequacy of available resources per student load.

It shows how many FTE staff, both academic and otherwise, a
university employs for each EFTSL student it teaches.
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Appendix E:

Mandatory TAFE key performance indicators

TAFEs must report on mandatory KPIs in their performance statements.

In line with the reporting requirements outlined by the Minister for Skills and TAFE in the
TAFEs' statements of priorities. These statements outline KPI targets for each TAFE. The
KPIs are derived from the budgeted figures approved by the Minister for Skills and TAFE.

At the end of the financial year, TAFEs publish their actual KPIs against their target KPIs in
their performance statements. Figure E1 shows the KPIs and their descriptions and

methodology.

Figure E1: TAFE KPIs and their descriptions and methodology

Indicator

Description and methodology

Training revenue diversity

Employment costs as a proportion
of training revenue

Training revenue per teaching FTE

Operating margin percentage

Source: VAGO.

Breakdown of training revenue by:
e government-funded revenue
o fee for service revenue

e student fees and charges

Employment costs plus third-party training delivery costs as a proportion of training
revenue

Training revenue (excluding revenue delivered by third parties) per teaching FTE

Earnings before interest and taxes (excluding capital contributions) / total revenue
(excluding capital contributions)
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Appendix F:
Abbreviations, acronyms and glossary

Acronyms We use the following acronyms in this report:
Acronym Full spelling
AASB Australian Accounting Standards Board
Al artificial intelligence
DJSIR Department of Jobs, Skills, Industry and Regions
EFTSL equivalent full-time student load
FMA Financial Management Act 1994
FTE full-time equivalent
KPI key performance indicator
PACCT professional, administrative, clerical, computing and technical
VAGO Victorian Auditor-General’s Office
Glossary The following terms are included in or relevant to this report:
Term Explanation
Reasonable We achieve reasonable assurance by obtaining and verifying direct evidence from a
assurance variety of internal and external sources about an agency's performance. This enables us

to draw a conclusion against an objective with a high level of assurance. We call these
performance audits.

See our assurance services fact sheet for more information.

Limited We obtain less assurance when we rely primarily on an agency's representations and

assurance other evidence generated by that agency. However, we aim to have enough confidence
in our conclusion for it to be meaningful. We call these types of engagements
assurance reviews and typically express our opinions in negative terms. For example,
‘nothing has come to our attention to indicate there is a problem.’

See our assurance services fact sheet for more information.

Adjusted A liquidity ratio measures if an entity can likely pay its liabilities in the immediate future
liquidity ratio using cash and short-term assets. An entity’s adjusted liquidity ratio also includes its
non-current investments.

The ratio should ideally be above one, indicating that there are sufficient liquid assets
to meet short-term liabilities.

Adjusted net The adjusted net result measures a TAFE's ability to generate a surplus from its

result ordinary course of business (excluding capital grants and advance funding).

Adjusted net An entity's adjusted net result is its revenue and income minus its expenses. The
result margin margin is the net result divided by total revenue and income. A positive result shows a

surplus and a negative result shows a deficit. The larger the percentage, the stronger
the result. This margin is calculated before accounting for fair value gains or losses on
investments.
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Term

Explanation

Clear audit
opinion

Consolidated
financial report

Controlled
entity

Depreciation
and
amortisation

EFTSL

Enterprise
bargaining
agreement

Fair value gains
or losses on
investments

Fair value or fair
value
accounting

FTE

Going concern

Group of Eight

Lease liabilities

A clear or unmodified audit opinion means we have reviewed an entity's financial
report and believe it is reliable and complies with relevant reporting requirements.

The financial report of a group in which the assets, liabilities, equity, income, expenses
and cash flows of the parent and its subsidiaries are presented as those of a single
economic entity.

A controlled entity is an entity that another party has the power to govern and make
financial and operating decisions about.

Depreciation and amortisation is how entities spread the operational cost of a long-
term asset, such as software or a building, over the years they use it. This represents
how those assets lose value as they age, wear out, or become outdated.

EFTSL is a measure that represents the workload of a student enrolled in a course on a
full-time basis for an academic year. One EFTSL equals one full-time study load for one
year.

Universities calculate EFTSL as per the Higher Education Support (Administration)
Guidelines 2022.

An enterprise bargaining agreement is a negotiated agreement between an employer
and its employees (usually through a union) that sets out wages, working conditions
and other employment terms specific to that workplace. The outcome of enterprise
bargaining is an enterprise bargaining agreement.

Universities can choose to record changes in the fair value for some of their
investments in their net result when they happen or when they sell the asset. Most
universities record these changes in fair value within their net result for the year. They
do this even if they have not sold the investment. This means their net result is
susceptible to changes in fair value each year.

When an investment's fair value goes up, it is called a fair value gain. When an
investment's fair value goes down, it is called a fair value loss.

Fair value accounting is when an entity values an asset based on its current price in the
market. The entity also needs to consider how future events and conditions could
affect the asset’s value.

An FTE staff member represents the workload of one full-time employee. It is
calculated based on the total hours worked by part-time employees or those with
varied work schedules to equate to the hours of one full-time employee.

Going concern means that an entity is expected to be able to pay its debts when they
fall due and continue to operate without any intention or need to liquidate or
otherwise wind-up its operations for a period of at least 12 months from the date of
the financial reports.

According to its website, the Group of Eight ‘comprises Australia’s leading research-
intensive universities — the University of Melbourne, the Australian National University,
the University of Sydney, the University of Queensland, the University of Western
Australia, the University of Adelaide, Monash University and UNSW Sydney'.

It further states the Group of Eight is ‘focussed on, and is a leader in, influencing the
development and delivery of long-term sustainable national higher education and
research policy, and in developing elite international alliances and research
partnerships’.

Leases are contractual arrangements granting the right to use an asset in exchange for
payments over an agreed period. The value of payments owed under these
arrangements are lease liabilities.
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Term

Explanation

Liquid assets

Material

Misstatement

Net result
margin

Revenue and
income

Significant
entity

Teaching
revenue

Training
revenue

A liquid asset is an asset that an entity can easily change to cash. It includes cash
equivalents such as term deposits, current assets and non-current investments such as
listed shares and managed funds redeemable at call.

We consider an error material if misstating it or not including it could influence a user's
decision or understanding.

Misstatement means a difference between the amount, classification, presentation or
disclosure of a reported financial report item and the amount, classification,
presentation or disclosure that is required for the item to be in accordance with the
applicable financial reporting framework.

An entity's net result is its revenue and income minus its expenses. The net result
margin is the net result divided by total revenue and income.

A positive result shows a surplus and a negative result shows a deficit. The larger the
percentage, the stronger the result.

This measures how efficiently entities earn and spend their revenue and income and
helps compare entities of different sizes more fairly by putting them on the same scale.

Revenue is money or a benefit that an entity gets through a contract with another
party. The entity records revenue when it fulfils its commitments in the contract. For
example, when a university has delivered tuition to a student.

Income is money or a benefit that an entity gets from any other source. In most cases,
the entity records income immediately when it receives it. For example, when a
university gets a cash donation or when one of its investments goes up in value.

FRD 101 Application of Tiers of Australian Accounting Standards defines an entity as a

‘significant entity’ if any of the following criteria is met:

e the entity is a government department or public financial corporation

e the entity is deemed to be a significant entity by the Department of Treasury and
Finance's Deputy Secretary, Budget and Finance based on qualitative
considerations

e the entity’'s total expenses are greater than $1 billion for each of the 2 preceding
financial years, or

e the entity's total assets are greater than $4 billion for each of the 2 preceding
financial years.

Universities earn teaching revenue from running courses. Most of this revenue is:
e fees and charges from domestic or international students

e Australian Government student grants for Commonwealth supported places and
related funding.

A Commonwealth supported place is when the Australian Government pays for part of
a student's course fees.

Training revenue is revenue or income that TAFEs get for delivering training services. It
includes:

e Government-funded revenue, which is paid by the Victorian Government and/or
Australian Government for education services delivered for core qualifications,
apprenticeships and Free TAFE.

e Fee for service revenue, which is paid by the Victorian Government and/or
Australian Government, employers, industry bodies or students. This is revenue
from commercial training and education services provided to students that are not
eligible for government funding.

e Student fees and charges, which are paid by the student for their co-payment of
course fees, materials or administration costs not otherwise funded by the
government.
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Appendix G:
Internal control and financial reporting issues
risk ratings

Figure G1 shows the risk ratings we apply to internal control and financial reporting issues.

We raise these issues with entities in management letters. The figure also explains what
these ratings represent and the timeframe we expect entities to resolve issues within.

Figure G1: Risk definitions we apply to issues we raise in audit management letters

Rating Definition Management action required
High The issue represents: Requires executive management to

e a material misstatement in the financial report that has correct the misstatement in the
occurred, or an issue that could potentially result in a modified ~ financial report, or address the issue, as
audit opinion if not addressed as a matter of urgency by the a matter of urgency to avoid a modified
entity, or audit opinion.

e a control weakness that could cause or is causing a major Requires immediate management
disruption of the process or the entity’s ability to achieve intervention with a detailed action plan
process objectives in relation to financial reporting and comply  to be implemented within one month.
with relevant legislation.

Moderate The issue represents: Requires management intervention with

e amisstatement in the financial report that is not material and a detailed action plan implemented
has occurred, or that may occur, the impact of which has the within 3 to 6 months.
possibility to be material, or

e a control weakness that could have or is having a moderate
adverse effect on the ability to achieve process objectives and
comply with relevant legislation.

Low The issue represents: Requires management intervention with

Source: VAGO.

a misstatement in the financial report that is likely to occur but
is not expected to be material, or

a minor control weakness with minimal but reportable impact
on the ability to achieve process objectives and comply with
relevant legislation, or

an opportunity to improve an existing process or internal
control.

a detailed action plan implemented
within 6 to 12 months.

Appendix G-1 | Results of 2025 Audits: TAFEs and Universities | Victorian Auditor-General’s Report 2025-26



Auditor-General's reports tabled in 2025-26

Report title

Delivering Savings Under the COVID Debt Repayment Plan (2025-26: 1)
Planned Surgery in Victoria (2025-26: 2)

Financial Management of Local Councils (2025-26: 3)

Responses to Performance Engagement Recommendations: Annual Status Update 2025
(2025-26: 4)

Relief and Recovery Funding for the 2022 Floods (2025-26: 5)
Cybersecurity of IT Servers (2025-26: 6)
Accessibility of Tram Services: Follow-up (2025-26: 7)

Auditor-General's Report on the Annual Financial Report of the State of Victoria: 2024-25
(2025-26: 8)

Service Delivery Performance 2025 (2025-26: 9)

Managing the Transition to Renewable Energy (2025-26: 10)

Ravenhall Correctional Centre: Rehabilitating and Reintegrating Prisoners — Part 2 (2025-26: 11)
Major Projects Performance Reporting 2025 (2025-26: 12)

Modernising myki (2025-26: 13)

Timely Payments Performance (2025-26: 14)

Results of 2024-25 Audits: Local Government (2025-26: 15)

Supporting the Transition from Native Timber Harvesting (2025-26: 16)
Enhanced Maternal and Child Health Program Performance (2025-26: 17)
Free TAFE (2025-26: 18)

Responses to Performance Engagement Recommendations 2026 (2025-26: 19)
Sustainability Reporting by Water Corporations (2025-26: 20)

Out-of-Home Care Services (2025-26: 21)

Results of 2025 Audits: TAFEs and Universities (2025-26: 22)

Tabled

July 2025
August 2025
August 2025

September 2025

October 2025
October 2025
November 2025

November 2025

December 2025
December 2025
February 2026
March 2026
March 2026
March 2026
March 2026
April 2026

April 2026

May 2026

May 2026

May 2026

June 2026

June 2026

All reports are available for download in PDF and HTML format on our website at www.audit.vic.gov.au
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Our role and contact details

The Auditor- For information about the Auditor-General's role and VAGO's work, please see our online fact
General'srole  sheet About VAGO.

Our assurance  Our online fact sheet Our assurance services details the nature and levels of assurance that we
services provide to Parliament and public sector agencies through our work program.

Contact details  Victorian Auditor-General's Office
Level 31, 35 Collins Street
Melbourne Vic 3000
AUSTRALIA

Phone +613 8601 7000
Email enquiries@audit.vic.gov.au
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