REPORT SUMMARY q(
g

SWEDISH NATIONAL
AUDIT OFFICE

REPORT NUMBER: RIR 2018:15
DATE: 29 MAY 2018

P RiR 2018:15

Higher education
| institutions’ provision of
- premises

» —room forimprovement

Summary and recommendations

Audit background and purpose

In the early 1990s the Government decided to implement the “provision of premises
reform". This reform aimed to achieve more effective use of resources at central
government agencies and more effective management of real property and assets for the
State as a whole. The reform was to put the relationship between property owner and
tenant on a more arm’s length basis. The central government agencies were also to be
responsible for their own provision of premises and thus take comprehensive
responsibility for the costs of the organisation.

Higher education institutions’ (HEI) rental costs constitute a significant part of central
government rental expenses. In 2016 the HEIS’ costs of premises were SEK 8.5 billion, of
which SEK 7.1 billion were rental costs. These extensive financial commitments justify
the examination of whether the resources are used effectively.

The purpose of the audit is to assess whether the higher education institutions’ provision
of premises is effective and appropriate within the context of the guidelines for central
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government property management decided by the Riksdag. The audit covers all 31 state
higher education institutions and the Chalmers University of Technology and the
Jonkoping University foundations. The audit also covers the Government’s management
of more effective provision of premises and the state-owned company Akademiska Hus
AB, which is charged with providing premises for universities and other higher education
institutions. The company’s remit was specified in 2013, which is a starting point for the
audit. The audit was based on the following three audit questions:
1. Does the Government govern the HEIs to make provision of premises more effective,
in accordance with the Riksdag decision on limited reporting?
2. Do the HEIs conduct effective and appropriate work to provide premises?
3. Does Akademiska Hus AB provide premises for the HEIs in accordance with the
Riksdag decision on the company’s specified remit?

Audit findings

The HEIls are more effective and can improve follow-up

According to the Swedish NAO, in the years 2004-2016 provision of premises at HEIs
became more effective, which is shown by the fact that the number of square metres per
full year student and employee has decreased for HEIs as a whole. The share of the HEIs'
cost of premises in relation to total operating expenses has also fallen gradually during
the 2000s. At the same time the cost per student and employee has increased.

Overall, the audit shows that the HEIs have worked at reviewing and developing
provision of premises. This has been done by means of governance and organisation, and
efforts to professionalise through interaction. Over time the HEIs have increased
interaction on issues concerning provision of premises with other HEISs, landlords and
other stakeholders. The HEISs also work in a structured way with tenancy contracts to
enable forward planning. All in all, this creates conditions for an arm’s length
relationship with landlords.

In the opinion of the Swedish NAO, the HEIs in general work to improve effectiveness of
provision of premises and the use of premises. Increased use of an internal rental system
is an example of this, as well as the fact that more HEIs are working to follow up and
review this system. At the same time, the Swedish NAO notes that there is a risk of poor
economy and efficiency in provision of premises. Formulation of targets is a fundamental
part of being able to follow up, review and improve the efficiency of an activity, but few
HEIs have targets for costs of premises as a whole and for the use of the premises.
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The HEIs’ follow-up of the use of premises has been developed, but further improvement
is needed, in the view of the Swedish NAO. A large majority of the HEIs now measure the
extent to which bookable premises such as lecture halls and meeting rooms are used. On
the other hand, office spaces are monitored to a considerably lesser extent than other
spaces. The premise provision units at some HEIs also lack an overall picture of the
organisation’s monitoring of premises. Hence, all in all, there is a considerable proportion
of premises whose use is not surveyed.

The shortcomings in target formulation and follow-up mean that the HEIs do not have a
sufficient framework to act entirely at arm’s length in the rental market.

Several HEI boards are at risk of lacking the insight into the organisation that the Higher
Education Ordinance and the Higher Education Act stipulate, since they have not
approved a current plan for provision of premises. During the period, every second HEI
had no current plan for provision of premises, which should form the basis of budget
documentation as stipulated by a Government decision. In the cases where there is no
current plan for provision of premises, the budget documentation cannot be approved in
full accordance with the Government’s terms of reference.

The Government govern the HEIls in accordance with
Riksdag decisions

Allin all, the Swedish NAO assesses that the Government’s governance of the HEIs’
provision of premises is in accordance with the Riksdag's decisions. By formulating an
efficiency target for their agencies’ provision of premises the Government has provided
basic conditions for increased effectiveness. Reporting of the HEIS’ costs of premises is
also in accordance with the Riksdag’s decisions. The Government has also investigated
the appropriateness of the regulation of the HEIs' rental agreements.

With a view to preserving the agencies’ purchasing power in the rental market the
Government makes an annual price adjustment to the agencies' costs of premises. The
price adjustment for the HEIs is made in a way that may mean that efficiency drivers vary
between HEIs and that the purchasing power in the local rental market is strengthened
for some, while being weakened for others. If the link between adjustment of
appropriations and market price trends is broken, the purpose of the adjustment is not
fulfilled, which means a risk that the guidelines for central government property
management lose their legitimacy. In the long term the Government should therefore
consider investigating whether the overall price adjustment is appropriate and effective
for the State as a whole.
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Akademiska Hus can strengthen incentives to reduce costs

In the view of the Swedish NAO, Akademiska Hus in general works to meet the
requirements imposed by the 2013 Riksdag decision concerning the specified focus,
targets and responsibilities of the company. Any effects of that work have not been
subject to the audit.

In the view of the Swedish NAO, Akademiska Hus has worked to ensure that the rental
principles observe and make visible the varying risk of the property portfolio. The rental
model for new investments has been revised and a central part of the revision is that the
company has started to use a broken discount rate for major new investments, which
makes the residual value risk visible. This may give an impetus to reduce both risk and
costs. Akademiska Hus works regularly towards market consistency by means of
reconciliation of discount rate and yield requirements in the rental model for new
construction, extensions and conversions.

For increased transparency of rent setting for new construction, extensions and
conversions, Akademiska Hus has communicated the overall changes to the revised
rental model to its customers. A majority of the HEIs that are customers of the company
also state that it is clear what affects the rent when they carry out new construction,
extensions or conversions together with the company.

Akademiska Hus works to reduce costs for both the HEIs and for the company. This is
done mainly by means of sustainability work, but also through the company working to
become a more active party in cooperation with the HEIs. Akademiska Hus has recently
introduced an internal tool that can provide conditions for more cost-effective new
construction. The role as a more active party is not entirely accepted by the HEIs and the
Swedish NAO consequently considers that work remains to be done to achieve
incentives for reduced costs that are common to the company and the HEIs.

The Swedish NAO considers that the HEIs and Akademiska Hus often take joint overall
responsibility for long-term development of the higher education areas and in the period
audited the company worked actively for an improved customer relationship. Further
work on the customer relationship is necessary, because the additional distribution of
dividend approved by the general meeting of shareholders in 2015 gave rise to extensive
criticism from several representatives of the HEIs and made conditions worse for an
arm’s length relation to the HEISs.
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The HEISs need for special premises and development of integrated campuses limits
competitive opportunities. According to the Swedish NAO there is also a conflict in that
Akademiska Hus is to act in accordance with the Swedish Companies Act, at the same
time as the company is expected to take active responsibility for improving
competitiveness by selling land within its core stock.

The Swedish NAO’s recommendations

The Swedish NAO makes the following recommendations:

o At the HEIs that lack a current plan for provision of premises the board should
adopt such a plan. The board's adoption of a plan for provision of premises enables
transparency in provision of premises and enables it to take responsibility for
fulfilling its remit.

e The HEIs should ensure that there is continuous systematic follow-up of the use of
premises for all rented spaces. Improved follow-up makes it possible for the various
parts of the HEIs to support each other to continue improving efficiency of use of
premises. Systematic follow-up of use of resources is a condition for an arm’s length
relationship to the landlords and for being able to take full responsibility for
efficiency.

o Akademiska Hus AB should further strengthen its efforts to create common
incentives for reduced costs for the company and the HEIs.



	– room for improvement
	Summary and recommendations
	Audit background and purpose
	Audit findings
	The HEIs are more effective and can improve follow-up
	The Government govern the HEIs in accordance with Riksdag decisions
	Akademiska Hus can strengthen incentives to reduce costs

	The Swedish NAO’s recommendations



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



