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Dear Members of Government Businesses Governance Reform Committee,

RE: TMEC submission on Government Business Governance Reforms Bill 2025

The Tasmanian Minerals, Manufacturing and Energy Council (TMEC) welcomes the invitation to provide
comments to Treasury regarding the Government Business Governance Reforms Bill 2025, noting this is
the first of two tranches of legislative reforms proposed to the governance framework for Tasmanian
Government Business Enterprises (GBEs) and State-owned Companies (SOCSs).

TMEC has provided endorsement for the changes and made two recommendations which will enhance the
outcomes from this legislative change.

About TMEC

TMEC’s membership base represents an important wealth creating sector within the Tasmanian economy.
The combined minerals and manufacturing sector employs 18,484 people and contributed $2.795B in
exports in the 22/23 FY (Note the 2023-24 financial year Treasury Report has not yet been published).
Most of our members are based in regional areas of Tasmania and therefore provide critical employment
opportunities away from public funded employers.

For this submission, TMEC’s comments will be restricted to the entities which have the biggest influence on
the performance of the sector, which is predominantly the energy and freight businesses, therefore the
following entities are of the most importance when it comes to performance and reforms.

Hydro-Electric Corporation

Aurora Energy Pty Ltd

Tasmanian Networks Pty Ltd
Tasmanian Ports Corporation Pty Ltd
Tasmanian Railway Pty Ltd

TT-Line Company Pty Ltd

Background

Tasmania’s economic, social, and physical ecosystems are distinct, presenting both opportunities and
challenges. While it is important to focus on what is best for Tasmania, it must be acknowledged that
Tasmania is fundamentally a trading state. Its economic prosperity depends on fostering a competitive
environment that attracts on-island investment and supports the export of goods to national and
international markets. Long-term economic sustainability requires Tasmania to reduce reliance on



diminishing Commonwealth funding, such as GST receipts, and instead generate wealth by creating a
more competitive investment environment. This approach would grant the state greater control over its
economic future.

Nationally, there has been a trend toward the privatisation of previously public-owned utilities and
enterprises. Tasmania, however, has resisted this trend and retained ownership of its Government
Business Enterprises (GBEs) and State-Owned Companies (SOCs). While this strategy positions
Tasmania to utilise these entities for the state’s overall benefit, their potential has not been fully realised
due to suboptimal performance across key stakeholders.

Tasmania’s relatively small market size and dispersed population further limit the capacity of private
operators to deliver superior outcomes for customers. As such, the Tasmanian Minerals, Manufacturing,
and Energy Council (TMEC) supports the continued government ownership of GBEs and SOCs. However,
TMEC strongly advocates for reform in the governance and performance frameworks that link these entities
to the government.

TMEC welcomes the current governance review and reiterates its long-standing call for enhanced
performance accountability between the government and its GBEs and SOCs. Additionally, TMEC
emphasises the need to strategically leverage these entities to deliver tangible advantages for Tasmanians.

Given that sixty five percent of Tasmania’s export wealth is derived from the minerals, manufacturing, and
energy-intensive sectors, the performance of entities responsible for managing electricity and freight
logistics is critical. Tasmania has historically benefited from the hydro-industrialisation era, and all
indications suggest that the next wave of global economic growth will continue to prioritise minerals and
manufacturing. Ensuring that Tasmania is well-positioned to capitalise on these opportunities is essential
for the state’s economic future.

Stated Reform Principles

The Draft Plan published in November 2024 outlines the following principles under the proposed reforms.

“Ensuring that all Government businesses place the interests of Tasmania first and are accountable for
doing so.

Improving governance for Government businesses to ensure it is effective, contemporary, fit for purpose,
transparent and provides for appropriate oversight.

Expanding the range of performance monitoring options available to Shareholding Ministers.

Incorporating appropriate levers in the governance framework to manage or rectify poor performance of
Government businesses, if required, including in relation to major capital projects.”

1. Ensuring that all Government businesses place the interests of Tasmania first and are
accountable for doing so.

The Government must ensure all Government Business Enterprises (GBESs), and State-Owned Companies
(SOCs) operate with Tasmania’s broader interests as a priority and remain accountable for doing so.
However, the current framework relies heavily on good faith or Ministerial directives, which inherently
incentivise GBEs and SOCs to act primarily in their own interest.

Return on investment targets are established, strategies are developed, and resources are deployed to
achieve outcomes that prioritise the entities’ goals. It would be revealing if either the Government or these
entities could provide evidence of decisions that deliberately optimised outcomes for Tasmania over their
own results, absent explicit instructions to do so.
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Acknowledging the legislative translation of “Tasmania First” is expected to be defined in the next tranche
of changes, the authorities bestowed on the shareholder minister and Government of the day to provide
lawful directions will contribute significantly to the priorities and objectives requested of the board.

The concerns TMEC raised in the first submission were the potential for popular priorities to be set versus
those which may be more significant and have some risk of being less popular and ministers exercising a
level of authority more akin to a director.

While tabling the directions in Parliament and increasing the transparency does assist, both of these occur
after the direction has been provided. The legislative change would be enhanced if the process required a
draft direction to be made public, feedback sought and then the shareholder minister decides what edits
and changes are carried through into the final version. The shareholder minister would not be expected to
adopt all recommendations, nor accountable to achieve consensus, but more a decision is taken which
shows clearly what advice was adopted and what was discounted.

This consultative step would enable a broader range of perspectives to be considered and therefore would
demonstrate a more balanced Tasmania-wide perspective.

No. Endorsement / Recommendation

1 Include the requirement to issue a draft Ministerial Directions statement, calling for
submissions from stakeholders to be considered before issuing the final version of the
Ministerial Direction.

2. Improving governance for Government businesses to ensure it is effective,
contemporary, fit for purpose, transparent and provides for appropriate oversight.

Governance Challenges and Strategic Imperatives

The existing governance framework for GBEs and SOCs is increasingly misaligned with the contemporary
demands of managing entities in a dynamic and complex operating environment. Key factors such as
population growth, heightened competition, global connectivity, and disruptive technological advancements
underscore the need for a governance model that is effective, transparent, fit for purpose, and capable of
providing robust oversight.

Effective governance ensures that an entity manages its purpose, people, assets, finances, and risks
optimally while demonstrating adaptability to changing circumstances. This requires transparency that
aligns management’s actions, outcomes, and stakeholder perceptions.

Aligning Shareholder Minister Priorities

One critical challenge to efficient governance lies in the tension between long-term strategic planning and
the short-term political cycles driving Ministerial priorities. Boards typically operate with strategic horizons
spanning 3—10 years, and for some asset classes, a 20-year planning horizon is prudent. To balance
strategic direction with operational focus, it is essential to evaluate which performance indicators should be
legislatively mandated versus those which are subject to political discretion.

The proposed changes which provide transparency to the objectives and priorities a Minister, or Ministers
place on the Board will enable review by both Parliament and the public which should reduce the
politisation of incumbent governments ensuring their popularity takes precedence over sound long term
decisions which are best for Tasmania.
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TMEC supports appointing two Shareholder Ministers per entity and emphasises the importance of their
deep understanding of the respective GBE or SOC.

As per TMEC's initial submission, there is likely to be a strong correlation between the Ministers’ knowledge
and the basis for the relationship between the board and the Minister. Hence, providing a more
comprehensive “on-boarding” process for Ministers to have the background knowledge — or ready access
to trusted sources will help lift expectations and ultimately the performance of the entity. TMEC notes the
legislative draft does not provide any direction on this matter. While the detail may be more suited to sit
outside of legislation, the legislation should set a requirement for the Shareholder Minister to demonstrate
the process undertaken to become the Minister when asked to.

Strengthening Board Composition and Local Context

TMEC supports the limitations to the maximum number of terms a director can serve and the mechanism
for authorising exceptions. TMEC notes the reforms at this stage is silent about the residency of a director.

No. Endorsement / Recommendation

2 The Legislation should include the requirement for Ministers to demonstrate the
process they used to ensure they are adequately informed about the entity which would
be considered essential to being an effective shareholder minister.

3 TMEC supports defining a limit to the number of terms a director can have as well as
having a clear mechanism for authorising exemptions.

3. Expanding the range of performance monitoring options available to Shareholding
Ministers.

TMEC notes the inclusion of continuous disclosure together with a requirement to publish a report each six
months should enable earlier detection of an issue and then subsequent rectification may be more
straightforward.

No. Endorsement / Recommendation

4 TMEC supports the measures intended to provide earlier detection of substandard
performance such as continuous disclosure and providing Six Monthly reports.

4. Incorporating appropriate levers in the governance framework to manage or rectify poor
performance of Government businesses, if required, including in relation to major capital
projects.

TMEC notes the next tranche of legislative changes may contain more specific legislative requirements, but
the proposed changes of continuous disclosure and six-monthly reporting outlined in the draft legislation,
alongside the recommendations outlined by TMEC in recommendations 1 and 2, then the likelihood of poor
performance being permitted to continue will be more remote than has been demonstrated in recent times.
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TMEC welcomes the opportunity to provide our views on this pivotal opportunity to reset Tasmania’s
trajectory for decades to come.

Please do not hesitate to contact me should you require further clarification.

Yours sincerely,

Ray Mostogl|
Chief Executive Officer
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