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We refer to your letter of 24 June 2015 with which you submittekT7-Line's Corporate Plan for 
the period 2015-16 to 2018-19, and your response to our correspondence dated 12 March 2015 
setting out the Government's expectations for TT-Line- in. relation to the current vessel 
refurbishment project. 

It is pleasing to note that TT-Line continues to project operating profits over the planning period. 
We also appreciate the effort that TT-Line has made in progressing the refurbishment of the 
Spirit of Tasmania vessels in a timely manner. The Government has a clear position that it 
expects TT-Line to focus on its role as a provider of a passenger and vehicle ferry link between 
Tasmania and mainland Australia. Consistent with this position, we would appreciate an update 
from the Board on the status of the newly developed memorandum of understanding between 
TT-Line and Tourism Tasmania. 

We recognise that carriage of,freight is a natural and financially important adjunct to TT-Line's 
passenger ferry business and we reiterate our expectation that the focus on increasing passenger 
numbers should not .comeAt the expense of freight capacity. 

We note that, in linesivith the Government's strategy to increase visitor numbers to the State, a 
further 33 voyages have been scheduled in 2015-16, with a total of 72 additional sailings being 
scheduled over the period from the time the strategy was announced until the end of the 
planning period. We note that with the increased sailings, freight capacity has also increased, 
which may open up further market opportunities for TT-Line. We would appreciate written 
advice as to whether there are any other adjustments that could be made to TT-Line's existing 
business model to take advantage of this increased capacity. 

In relation to the matter of how TT-Line will secure funding required when the two existing ferry 
vessels need to be replaced, the Government has agreed that TT-Line is no longer solely 
responsible for accumulating funds to meet the replacement cost of the existing vessels. This has 
been acknowledged previously, in our letter dated 12 March 2015. 

We have noted in the Corporate Plan that you have indicated that the Vessel Replacement and 
Procurement Committee will be reconvened in late 2015 to advise on expected future vessel 
requirements. A Cabinet Sub-Committee has been established to provide guidance to the Board 
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as to Shareholder expectations in relation to vessel replacement options. This committee will 
include us as Shareholder Ministers, as well as the Premier and will be chaired by the Minister for 
Infrastructure, assisted by Infrastructure Tasmania. 

As you are aware, we are currently 
considering this issue, together with options for the current cash reserves held by the company. 
Further discussions will be undertaken with the company on this matter as part of the 
development of the 2016-17 budget. 

The Corporate Plan as submitted will need to be updated to reflect our views as set out in this 
letter. We ask that you also incorporate the relevant changes into the final Statement of 
Corporate Intent before it is provided to us. 

In relation to the Statement of Corporate Intent, we note that the draft SCI: 

• should acknowledge the Government's expectations that IT-Line will focus its business on 
passenger growth and supporting tourism, while retaining current freight capacity; and 

• lacks financial measures linked to the performance of TT-Line such as return on assets and 
return on equity, which would provide a ready comparator for the relative performance of 
the business compared with other businesses. 

We expect these points to be addressed when the SCI Is fipaltsed. 

The Government also has an expectation of all Government businesses that they will pursue all 
reasonable savings measures in order to provide services at the lowest sustainable cost We 
therefore also expect that the SCI should incorporate financial targets that constitute justifiable 
stretch targets, including reference to appropriate strategic savings and efficiency targets, as 
requested in our letter to you dated 19 February 2015. 

In general, we expect that the SCI should-Include an expanded covering statement that addresses 
TT-Line's approach to achieving the Government's policy objectives to support tourism and 
prioritise passenger growth, while retaining current freight capacity. In addition, the following 
benchmark targets, or appropriate alternatives, could be included in the SCI: 

• value for money,— average passenger fare cost; 

• passenger satisfactiOn percentages for day and night sailings; 

• sailing — percentage of on-time arrivals achieved; 

• safety performance — lost time injuries recorded; 

• return on assets and equity; and 

• value of strategic cost saving initiatives realised. 

It appears to us that the future financial sustainability of TT-Line will rely on development of a 
more efficient operating model and that TT-Line will need to develop a strategy for delivering 
more efficiencies in its operations. 

We therefore expect that, in developing the next Corporate Plan, TT-Line will again review its 
business model and report the outcomes to Government, to ensure that it can continue to 
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deliver a profitable passenger and vehicle focussed ferry business, while retaining current freight 
capacity. 

We look forward to receiving a revised Statement of Corporate Intent in the near future. 

Hon Peter Gutwein MP 
Treasurer 

Hon Rene Hidding MP 
Minister for Infrastructure 


