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An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
report, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation of the financial report that gives a true and
fair view in order to design audit procedures that are appropriate in the circumstances. An
audit also includes evaluating the appropriateness of the accounting policies used and the
reasonableness of accounting estimates made by the members of the Council, as well as the
overall presentation of the financial report.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my qualified audit opinion.

Basis for Qualified Opinion

The University has recognised $35.5 million of unspent funding as a liability for the year
ended 31 December 2013. This amount has been accounted for as income received in advance
and included in ‘Other Liabilities - Commonwealth and State Government Grants’, ‘Other
Liabilities - Income in advance on incomplete projects’ and ‘Other Liabilities — Other’ in note
25 to the financial report. The University has disclosed its accounting treatment of these funds
in note 1{(d) to the financial report.

In my opinion, the funds represent contributions and meet the recognition criteria of income
in accordance with Accounting Standard AASB 1004 Contributions and the Department of
Treasury and Finance Accounting Policy Framework V Income Framework. The University
controls these funds upon receipt and it is highly probable that any unspent funds will be
spent in accordance with stipulated conditions. It is highly unlikely that unspent funds will
need to be repaid to the granting bodies and as such funds received, including any unspent
portion, should be recognised as income at the time of receipt.

As aresult, the following has been misstated in the 2013 financial report:

. the revenue recognised as Australian Government grants is overstated by $4.9 million
($5.8 million overstated in 2012)

. the revenue recognised as State and Local Government financial assistance is
overstated by $60 000 ($600 000 overstated in 2012)

. the revenue recognised as Consultancy and contract research is overstated by
$2.5 million ($4.5 million understated in 2012)

. operating result attributable to members of University of South Australia is overstated
by $7.5 million ($1.9 million overstated in 2012)

. other liabilities is overstated by $35.5 million ($43 million overstated in 2012)

. retained earnings is understated by $43 million ($44.9 million understated in 2012).



Qualified Opinion

In my opinion, except for the effect of the matter described in the Basis for Qualified Opinion
paragraphs, the financial report gives a true and fair view of the financial position of the
University of South Australia and its controlled entities (the Consolidated Entity) as at
31 December 2013, their financial performance and their cash flows for the year then ended in
accordance with the Treasurer’s Instructions promulgated under the provisions of the Public
Finance and Audit Act 1987, the Higher Education Support Act 2003 and Australian
Accounting Standards.
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