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FINANCIAL COMMENTARY

Financial stewardship

The Gallery continues to maintain its financial soundness through
rigorous budgetary and expenditure control, stewardship of
assets, cash flow management, and revenue enhancement. Our
accounting and management reporting system enables us to
produce timely reports on a cost centre and business activity level,
so that management, the board of Trustees and the NSW
government can monitor financial aspects of the Gallery and direct
resources in a punctual and effective way.

Financial performance

The surplus for the year was $20.4 million (up 45%), reflecting:

• Improved revenues (up 7% to $29.5 million) on exhibition
admissions, merchandise, books and publications sales, other
commercial services, bequests and special funds. These earnings
are used for the purchase of artworks and underpin core business
activities.

• Increased recurrent funding from the NSW government primarily
reflecting higher insurance premiums and sustainable funding, and
to cover award salary increases.

• A special one capital grant of $3.6 million from the NSW
government for specific work to be undertaken on building related
items over the next three years.

About 51% of our revenue was derived from non-government
sources in 2006–07.

Donations & bequests/ taxation incentives

A substantial contribution each year comes from donors and
benefactors ($16.0 million revenue in 2006–07 compared to $11.3
million in 2005–06). A higher than usual contribution in 2006–07
was due to a major bequest of a real estate property from the
Yvonne Buchanan May Estate. The balance is largely in the form
of gifts of artworks or cash to purchase artworks. It includes
contributions from the Art Gallery of New South Wales Foundation
for the purchase of a Fauves painting by Maurice De Vlaminck 
Les voiles blanches a Chatou as well as other contributions 
from the Art Gallery Society of New South Wales and private
individuals. Other donations were also received to support various
initiatives such as scholarships, prizes or research. 

A substantial component of the donations is preserved as a capital
base for future income generation. At the end of June 2007, the
total amount of bequests and special funds amounted to $27.4
million, much of which was given to the Gallery for specific
purposes (primarily art acquisitions and other projects such as art
prizes and awards). These comprise over 90 bequests and special
funds.

The Taxation Incentives for the Arts (TIAS) has provided a major
incentive for artists and donors to provide gifts of artworks to the
Gallery. These contributions have provided a significant resource
for acquisitions of artworks and special projects, which would not
otherwise have been feasible.

Financial status

The Gallery has over $953.8 million worth of net assets, comprising
$781.7 million of artworks and library collection, $133.5 million in
land and building, $42.4 other minor assets offset by $3.8m of
liabilities. During the year the collection was valued by a registered
valuer resulting in an increase of $146.9 million which was
recorded in the asset revaluation reserve.

Investments

The Gallery policy is to invest its bequests and special funds in a
portfolio comprising term deposits and T.Corp’s Hour Glass
facilities – in particular the medium and long term growth facilities.
These investments are in accordance with NSW Treasury
requirements under the Public Authorities (Financial Arrangements)
Act 1987, which confines investments to term deposits with
approved banks and financial institutions and T.Corp, the
government investment facility. This year for the first time the
Gallery received a bequest of a real estate property in Rose Bay
(valued at $4.9 million) which will be put up for sale in the coming
year.  Under the terms of the bequest, if the property is sold the
Gallery is obliged to transfer the proceeds to the Art Gallery of
New South Wales Foundation, which is expected to occur later in
the 2007–08 year.

The investment returns during 2006–07 were 6.6% pa (weighted
average) on bank deposits (compared with benchmark of 6.4%),
8.5% on T.Corp’s Medium Term facility (compared with benchmark
of 8.8%) and 13.8% on T.Corp’s Long Term facility (compared with
benchmark of 14.8%). The benchmarks quoted are sourced from
T.Corp Hour Glass Facility Performance Summary for June 2007. 

The Gallery also manages investments on behalf of its related
entities, primarily the Art Gallery of New South Wales Foundation
($26.0 million) with smaller amounts for the Brett Whiteley
Foundation ($154 000) and the VisAsia entity ($1.1 million). The
returns on the Art Gallery of New South Wales Foundation funds
improved considerably this year with the upturn in equity markets.

Looking forward

The NSW government funding in the forthcoming year will be less
than last year primarily due to a lower insurance premium. This
premium is calculated on the value of artworks included in the
major temporary exhibitions held during the year. The normal
budget allocation escalations and the commitment made under
the Service Agreement are offset by allocation reductions for
savings targets. Exhibition and visitor services revenues are
expected to be higher as the program for 2007–08 includes a very
popular Australian icon Sidney Nolan retrospective. We anticipate
another good year for bequests and special funds, which are
restricted funds generally used for acquisition of artworks.

The Gallery continues to be committed to maintaining our high
level of performance and will work towards improving the delivery
of cultural service to the NSW community and beyond.

The budget summary is in accordance with NSW government
2007–08 budget. This differs slightly from the internal budgets
which have more stringent targets.
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FINANCIAL SUMMARY

Budget summary for 2007–08
$ m

REVENUE
NSW Government funding (note 1) 22.5
Other revenue 15.2

37.7

EXPENDITURE
Personnel 17.9
Insurance 0.5
Depreciation 2.3
Other operating 16.0

36.7

SURPLUS 1.0

Note:
1. Includes recurrent, capital and liabilities assumed by the NSW government
2. The figures quoted in the financial commentary have not been subject to audit. 

2002-03 2003-04 2004-05 2005-06 2006-07 Five year total Average p.a.

TTotal Visitors – Incl Touring/Studio million 1.13 1.51 1.35 1.69 1.30 6.98 1.40 

AArtworks purchased $ m $4.6 $5.2 $9.0 $7.7 $4.7 $31.3 $6.3
Donations of artworks $ m $3.2 $2.8 $2.2 $2.2 $2.7 $13.1 $2.6
Total works of art acquired $ m $7.8 $8.1 $11.2 $9.9 $7.4 $44.4 $8.9

Exhibition admission revenue $ m $2.6 $2.9 $1.6 $3.8 $1.9 $12.8 $2.6
Merchandise, books and publications sales $3.6 $4.0 $3.6 $5.2 $4.0 $20.3 $4.1
Other services/activities $ m $1.6 $3.3 $1.6 $2.7 $1.9 $11.1 $2.2
Bequests & special funds $6.8 $7.6 $12.4 $11.3 $16.0 $54.1 $10.8
Other grants & contributions/other misc $ m $3.1 $3.4 $3.2 $4.6 $5.7 $20.0 $4.0

Total revenue from exhibitions, 
visitor services and benefaction $ m $17.7 $21.2 $22.4 $27.5 29.5 $118.3 $23.7

Personnel expenses $15.0 $16.0 $16.8 $17.9 $17.3 $83.0 $16.6
Depreciation $2.1 $2.3 $2.3 $2.2 $2.1 $10.9 $2.2
Insurance $2.1 $2.3 $1.1 $1.7 $3.3 $10.4 $2.1
Other operating expenses $11.4 $12.7 $10.1 $12.5 $14.2 $60.9 $12.2

Total operating expenses $ m $30.5 $33.3 $30.2 $34.3 $36.9 $165.2 $33.0

Recurrent appropriation $ m $16.3 $16.9 $15.8 $18.3 $21.4 $88.6 $17.7
Liabilities assumed by government $ m $1.9 $1.9 $2.1 $0.8 $1.1 $7.7 $1.5
Capital appropriation/other $ m $14.2 $2.8 $2.8 $1.8 $5.4 $26.9 $5.4

Total Government grants $ m $32.3 $21.6 $20.7 $20.8 $27.9 $123.3 $24.7

Total revenue $ m $50.0 $42.8 $43.1 $48.4 $57.4 $241.6 48.3

Govt contribution as % of total revenue 65% 50% 48% 43% 49% 51% 51%

Net surplus $ m $19.5 $9.5 $12.8 $14.1 $20.5 $76.4 15.3

Employees – effective full time (EFTs) number 200 200 203 210 208

AAverage salary per head (EFT) $ 000 $75 $80 $83 $85 $83

Net cash flows $ m $0.2 $1.3 -$0.9 $5.5 $4.6

Net assets $ m $736.3 $748.9 $768.2 $786.4 $953.8

* Data in this table has not been subject to audit
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STATEMENT OF RECOGNISED INCOME AND EXPENSE
For the year ended 30 June 2007

The accompanying notes form part of these statements
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The accompanying notes form part of these statements
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The accompanying notes form part of these statements
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