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Context for this work

TasRail, TasPorts and TT-Line are core economic assets which
provide critical gateways from Tasmania to Australia and the rest
of the world. They are drivers of economic growth, providing
access to both people and goods, and shaping patterns of
economic activity across Tasmania.

This report comes at a pertinent time amidst much turbulence
across Tasmania’s passenger and freight transport network,
following the announcement in November 2024 that the
Tasmanian Government will consider the proposed merger of
TasRail, TasPorts and TT-Line into a unified Government-owned
entity.

Key economic outcomes and rationale

The Tasmanian Government is committed to investigating the
better alignment of TasRail, TasPorts and TT-Line. The strategic
recommendations included within this report provide an
opportunity to enhance Tasmania’s transport and logistics
network, enhance efficiency and sustainability and drive net
economic benefits for the people and businesses of Tasmania for
generations to come.

We have undertaken this assessment based on the following key
objectives:

« Stronger economic growth through a coordinated approach;
* Improved customer service and Team Tasmania approach;

* Improved operational efficiency through reduced operational
and administrative duplication; and

» Long-term sustainability of Tasmania’s transport sector.
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Our experience

Deloitte is uniquely positioned to undertake this feasibility
assessment, having previously advised on the strategic
operations and economic contributions of critical national
infrastructure assets such as ports, airports and freight networks
across Australia. We have conducted thorough evaluations of the
financial aspects involved in merging various government entities
within Tasmania. This included assessing financial data and
reviewing financial risks and implications.

We also understand the crucial importance of tourism to the
Tasmanian economy, having worked in partnership with the
Tasmanian Government on developing the 2030 Visitor Strategy.
We have a trusted reputation for delivering independent,
evidence-based advice and have leveraged expertise across our
established network of industry partners and organisations.

Interaction with recent government announcements

Tasmania has historically avoided the trend of privatising public
assets unlike other Australian states and territories, however in
recent months, consideration of privatisation has been growing.

For the avoidance of doubt, this feasibility assessment was
commissioned prior to any such public announcements and the
Terms of Reference do not allow for detailed consideration of the
privatisation or divestment of entity assets. However, Section 4 of
this report sets out areas for further investigation.

Deloitte Touche Tohmatsu Ltd
ACN 149 633 116
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Sydney NSW 2000
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Exclusions and limitations
This review excluded consideration of:

« Implications for volumes of bulk cargo and passengers
transferred through ports under the revised structures; and

« The impact of different revised entity structures on port health
and safety or broader regulatory compliance, the impact on
emissions reduction, or any other social outcomes.

Additionally, this review was limited by time. Major transport
infrastructure, including ports, has been the subject of extensive
industry and academic research. While the review sought to
identify and consider relevant research, given available
resourcing and timeframes, not all relevant papers may have
been identified or assessed.

We established a cross-disciplinary team of highly experienced
industry professionals to undertake a robust preliminary
assessment of feasibility and meet the requirements of the
Government's Terms of Reference.

This report

This public report aims to provide a summary view of the
methodology of the overall assessment into the feasibility of the
proposed merger and outline recommended next steps. It
provides a summary of a more detailed deliverable and
supporting detailed analysis which has been shared with
Tasmania’s Department of Treasury and Finance in commercial
confidence.

Yours sincerely,
Pradeep Philip and Paul Mountney

Partners
Deloitte Touche Tohmatsu
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Acronyms

Acronym

Full name

the Department
Draft Plan

FTE

GBE

GSP

SOC

TasPorts

TasRail

TEU

TT-Line

Tasmania’s Department of Treasury and Finance
Government Business Governance Reform - Draft Plan
Full-Time Equivalent

Government Business Enterprise

Gross State Product

State-Owned Company

Tasmanian Ports Corporation Pty Ltd

Tasmanian Railway Pty Ltd

Twenty-Foot Equivalent Unit

TT-Line Company Pty Ltd
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Executive Summary

A merger of TasRail, TasPorts and TT-Line - whether between two or three parties - is unlikely to deliver a material benefit for
Tasmania. However, the assessment identified alternative opportunities to enhance the efficiency of these government businesses.

This report presents the findings of a high-level strategic
assessment into the feasibility of merging TasRail, TasPorts
and TT-Line.

Deloitte has been engaged by Tasmania’s Department of Treasury
and Finance (the Department) to undertake an independent
assessment of feasibility of a potential merger of TasRail, TasPorts ana
TT-Line. The feasibility assessment concentrates on identifying the
strategic opportunities, risks and issues associated with the proposed
merger of TasRail, TasPorts and TT-Line, while also outlining potential
alternative interventions.

This report provides a summary of a detailed deliverable which has
been shared with the Department in commercial confidence.

Ports and the supply chain

TasRail, TasPorts and TT-Line play pivotal roles in supporting and
enhancing the freight infrastructure critical to Tasmania's economy.
Each entity contributes uniquely to the seamless movement of goods,
ensuring that various sectors within the State remain competitive and
well-connected to broader markets. The efficient operation of
Tasmania’s freight sector relies on the collaboration of the three key
entities.

Key outcomes

The review found that a merger between two or three of the entities is
unlikely to deliver sufficient economic benefits when considered
alongside the associated costs and risks to the broader supply chain.
However, three governance recommendations were identified, which
offer the opportunity to enhance the entities' operations (Figure 0.7).

In addition, seven strategic opportunities were identified (Figure 0.2).
These strategic opportunities can achieve the Government's overall
objectives through improving efficiency across Tasmanian government
businesses, while also driving long-term operational improvements.
©2025 Deloitte SRT Pty Ltd

Key assessment findings for a TasRail,

TasPorts and TT-Line merger

Limited operational and financial

efficiencies

TasPorts' regulatory function
is a barrier to a merger

Competitive neutrality issues in
the supply chain

Misalignment of organisational
workforce and culture

Significant likelihood of

operational disruptions

Figure 0.1 Key findings and recommendations to improve outcomes and reduce operational and capital risk across TasRail, TasPorts and TT-Line

These findings informed the

; To achieve the following outcomes
recommendations for...

A Coordination Working Group with
representatives from TasRail,
@TasPorts and TT-Line with a focus on
major infrastructure, asset and

operational decisions.

Reduce the risk of critical projects and
improve collaboration between
government and businesses to ensure the
correct capability is considered for each
investment decision.

Consideration of an enhanced major
projects oversight body to

oversee all significant and high-risk
infrastructure projects through
strengthening the mandate of
Infrastructure Tasmania.

Improved transparency and accountability
of project outcomes and investments
through mandatory reporting. This will
ensure all capital projects benefit Tasmania
and enable funding to be used for better
and higher order uses.

An integrated plan and approach to

transport and freight across all
planning and development functions
of Government and key

industry stakeholders.

Integrated demand and supply
considerations to achieve strategic cohesion
and effective future planning of resource
allocation.

Figure 0.2 Other key strategic opportunities to improve efficiency across Tasmanian government businesses

Asset Opportunities

Shift responsibility IniESTEETE

for the Bass Island altematwe
) options for
Line to an
alternative entity Devonport
Airport

Governance and Regulation Opportunities

Consider options cIaLrJiFf;ijgtbe'eacrt]i?/es Spinoff TasPorts’ Embed a gateway Investigate
to improve the o regulatory review process for economic pricing
- and guidance for . )
debt position of each government function to all government regulation for
TT-Line 9 MAST* businesses port operations

business

*Government review currently in progress
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1.1 | Introduction

Deloitte has been engaged by the Department to undertake an independent assessment of the feasibility of a potential merger of

TasRail, TasPorts and TT-Line.

1.1.1 Our Scope

Deloitte has been engaged by the Department to undertake an
independent assessment of feasibility of a potential merger of
TasRail, TasPorts and TT-Line. The feasibility assessment
concentrates on identifying the strategic opportunities, risks and
issues associated with the proposed merger of TasRail, TasPorts
and TT-Line, while also outlining potential alternative
interventions.

The assessments will encompass the following components:

* A high-level assessment of risks and broader considerations
that the merger may pose to the Tasmanian Government and
the wider supply chain;

+ Consideration and high-level review of potential alternative
options, including a two-party merger; corporate restructuring
with an oversight body; formation of working groups; and
regulatory and governance adjustments;

+ Definition of strategic opportunities and benefits arising from
the merger, compared against the identified alternative
options;

+ Commentary on the potential benefits and disbenefits of each
option in relation to maximising the value of Tasmanian port,
rail and shipping assets; and

+ High-level implementation and policy framework
considerations for each option, highlighting key areas that
require further analysis and attention.

This report aims to provide an overall assessment into the
feasibility of the proposed merger and outline recommended next
steps.

©2025 Deloitte SRT Pty Ltd

1.1.2 Tasmanian Government reform context

In November 2024, the Tasmanian Government released its
Government Business Governance Reform - Draft Plan (Draft
Plan).! The Draft Plan included a suite of options to improve the
governance of government businesses with the aim of:

+ Ensuring that all government businesses place the interests of
Tasmania first and are held accountable;

» Improving governance 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; and

+ Introducing new mechanisms to address poor performance,
particularly in relation to major capital projects.

As part of these reforms, the
Tasmanian Government
announced it will be exploring
the feasibility of merging TasRail,
TasPorts and TT-Line into a

single, government-owned entity Sl e
to streamline the operations and Draft Plan
expenditure of transport
infrastructure.

N
wyg

1.1.3 Objectives of a merger

The fundamental objective of the proposed merger is to ensure a
more integrated approach to the management, oversight and
development of Tasmania’s strategic transport and freight
infrastructure. On 3 November 2024, the Premier highlighted that
a merger could ensure a more integrated, cost-effective, and
responsive system.? The Premier noted that an evaluation of the
proposed merger will determine if the merger would deliver:

 Stronger economic growth: A more coordinated approach to
freight, port operations, and passenger transport to support
Tasmania’s industries and create new opportunities for trade
and investment.

+ Better customer service: Improving the customer service
experience with a Team Tasmania approach to client service.

» Improved efficiency: Centralising administrative and
operational functions based in North-West Tasmania to
reduce duplication and allow for better allocation of resources.

+ Sustainability: A unified focus on optimising rail, ferry and port
services to ensure the long-term sustainability of Tasmania’s
transport sector.3

1.1.4 Limitations of our work

This engagement was commissioned in December 2024 prior to
more recent announcements on potential privatisation of entity
assets. Key areas that require further analysis including
considerations and strategic opportunities relating to privatisation
are set out in Section 4.
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1.2 | Summary of stakeholder views from submissions

In November 2024, public feedback was sought on the governance reforms outlined in the
Government Business Governance Reform — Draft Plan.

OVERVIEW OF STAKEHOLDER
SUBMISSIONS 2024

1.2.1 Overview of submissions

In November 2024, the Government sought public feedback on
the governance reforms, including the proposed merger, that
were outlined in the Draft Plan. A total of 48 responses were
received from an array of respondents.# Figure 1.1 shows some
extracts from submissions received.

Overall, the majority of stakeholders felt that there was a lack of
clear benefit to be derived from a merger and that there should
be more clarity on the individual strategic directions of each entity
and the long-term plan.

Analysis of submission evidence highlighted several significant
challenges that a merged entity may face due to industry
opposition. Key concerns include fears over reduced competition
and monopolistic behaviours impacting service quality and
pricing, as well as reduced transparency and governance.

Figure 1.1 Selected submission evidence
' Tasmanian Small

' Business Council

3 Uniting Small Business

There is an inherent
risk that the original
objectives [of the
entities] may
become obscured
amidst competing

priorities.

- Tasmanian Small Business Council

©2025 Deloitte SRT Pty Ltd

The arrangement may
increase the complexity
of governing and
managing operations
in three disparate
transport and logjistics
businesses.

- Tasmanian Public Finance Corporation

Figure 1.2 Summary of submissions received

[N
48 submissions received

0 21 unsupportive of merger

@ 4 supportive of merger

Note: There were 21 respondents that did not express a view on the
merger but provided responses to the other proposed governance
reforms. Two further submissions were confidential.

4

CIVIL CONTRACTORS
FEDERATION
TASMANIA

A merger could lead
to anti-competitive
practices and cross-
subsidisations between
the shipping and port
arms of any such
merged company.

- Civil Contractors Federation Tasmania

Department of Treasury and Fina

13 Government businesses

1 Independent member

6 Individual responses

22 Industry peak bodies

1 Local government organisation

3 Private sector experts

2 Confidential




2.1 | Methodology

Our methodology for assessing the operational, economic, regulatory and financial considerations for each of the alternative
interventions is informed by four key workstreams.

2.1.1 Summary of methodology and approach

In preparing the feasibility assessment we leveraged evidence across
four key workstreams (Figure 2.1). These include:

* A broad program of stakeholder engagement;

« Desktop review of publicly available data and literature;
* Analysis of entity owned and shared data; and

« Consultation with in-house experts.

We developed a robust framework for assessing each of the alternative
delivery options in terms of their operational, economic, regulatory and
financial impacts. We then developed a shortlist of alternative delivery
options which were tested and refined through a further stakeholder
engagement process. The key findings and refined short list of strategic
options are presented in Section 4.

2.1.2 Exclusions and limitations of the approach

Our assessment approach was limited to publicly available and entity
provided data. The findings and recommendations in this report do not
constitute formal legal advice. The scope of works on which this report
is based calls for a high-level qualitative assessment, drawing on
quantitative inputs where possible based on entity data. Therefore, we
have not formally costed impacts of each alternative restructure option.

This review was prepared on a best endeavours basis. Major transport
infrastructure, including ports, has been the subject of extensive
industry and academic research. While the review sought to identify
and consider relevant research, given available resourcing and
timeframes, not all relevant papers may have been identified or
assessed.

©2025 Deloitte SRT Pty Ltd

Figure 2.1 Workstreams informing the feasibility assessment

0.0
O

()
Stakeholder
Consultations

Consultation with 22
representatives from:

«  Government

+ TasRail, TasPorts, TT-Line
* Industry reference group
« Competitors

* Relevant peak bodies.

SN

Desktop Review

Analysis of publicly available

data including:

* Annual Reports

» Corporate Plans

+ Draft Plan submissions

+ Policy scan of
comparable jurisdictions.

i

Entity

Examination of performance

data shared by the three

entities including:

* Financial statements

* Operational performance
reports.

In-house Expertise

Our team is composed of
sector experts with extensive
knowledge in transport,
freight, supply chains and
options analysis.

To gather input, insights,
feedback, expertise and

perspectives from those

potentially impacted.

To develop an
understanding of public
sentiment, market
conditions, and the context
in which the entities operate.

To perform high-level
benchmarking assessment
of benefits generated under
the existing entity structures.

To enable comprehensive
consideration of potential
alternative structures and
economic considerations.

l

=

Assessment Report
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3.1 | Overview of entities

The Tasmanian Government has a diverse portfolio of businesses, with this report focusing

on three state-owned companies, TasRail, TasPorts and TT-Line.

3.1.1 Overview of entities

The Tasmanian Government owns a diverse portfolio of 14
businesses that play a significant role in the State’s economy,
providing significant employment, financial returns and essential
services and infrastructure. Their strategic investments support
private sector growth and play a fundamental role in the State's
economic development.

The Tasmanian Government owns these businesses for various
reasons including historic ownership, the need to ensure the
continued provision of important and/or essential services that
may not otherwise be provided by the private sector, and a
greater ability to regulate services through public ownership.
These government businesses are established under two primary
governance frameworks:

« Government Business Enterprises (GBEs) are created under a
Portfolio Act and operate within the framework of the
Government Business Enterprises Act 1995, which aims to
model private sector governance and public sector
accountability.

+ State-owned companies (SOCs), on the other hand, are also
established under a Portfolio Act but are incorporated under
the Commonwealth Corporations Act 2001.

Both GBEs and SOCs are overseen by Shareholding Ministers,
typically the Treasurer and the Portfolio Minister, who act as
representatives of the Tasmanian community. The governance
structure is designed to ensure that these businesses not only
meet commercial objectives but also prioritise the long-term
interests of Tasmania and its residents. This report focuses on
three SOCs:

©2025 Deloitte SRT Pty Ltd

3.1.2 TasRail

P TASBAIL

TasRail is a state-owned company that is responsible for the
operation of Tasmania’s vital rail network. Its core role is to
facilitate the transport of essential goods and support key export
industries within the State. TasRail has two distinct segments:

* The Below Rail segment relates to the management and
operation of the Tasmanian rail network and infrastructure; and

* The Above Rail segment relates to the provision of safe,
reliable and sustainable rail freight and logistics services.

A
3.1.3 TasPorts ‘@) TasPorts
\4

TasPorts is a state-owned company responsible for Tasmania’s
multi-port network and the Devonport Airport. It facilitates the
transport of essential goods and supports critical industries
through its comprehensive network of freight infrastructure across
Tasmania. TasPorts’ primary activities include owning and
operating port infrastructure at ten Tasmanian ports as well as
provision of towage and pilotage services, Devonport airport
facilities, transport and plant hire, fuel distribution, vessel slipping
services, shipping services, and bulk log storage and export.

T SPIRIT of
3.1.4 TT-Line TASMANIA

TT-Line, operating as Spirit of Tasmania, is a state-owned
company responsible for providing ferry services between
Devonport, Tasmania and Geelong, Victoria. Its key operational
functions include managing daily ferry operations, ensuring
efficient cargo transport, and overseeing terminal operations.
TT-Line facilitates the essential transport of passengers and goods
between Tasmania and mainland Australia, supporting the
tourism sector, agriculture and manufacturing.

Department of Treasury and Fina
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OVERVIEW OF THE ENTITIES

280 FTE employees
$64.76 million total revenue
$167.89 million total assets

243 FTE employees
$180.69 million total revenue
$598.67 million in total assets

$307.51 million total revenue
$1,482.28 million total assets




3.2 | The importance of TasRail to the Tasmanian economy

TasRail provides a crucial role in the supply chain as a reliable option for the movement of major import and export sectors. Efficient
freight services are vital for maintaining economic health and enabling growth across the State.

3.2.1 The importance of freight

TasRail, TasPorts and TT-Line play pivotal roles in supporting and
enhancing the freight infrastructure critical to Tasmania's
economy. Each entity contributes uniquely to the seamless
movement of goods, ensuring that various sectors within the

State remain competitive and well-connected to broader markets.

While there is limited interface between the three entities, the
efficient operation of Tasmania’s freight sector relies on the
collaboration of the three key entities. In 2023-24, freight (exports
and imports) accounted for 24 per cent of Tasmania’s Gross State
Product (see Figure 3.1)and is projected to grow by 65 per cent
between 2012 and 2035 (Figure 3.2).?

Figure 3.1 Tasmania Gross State Product Composition 2023-24

8.4%

(o)
15:5% = |mports

= Exports

m Other

76.1%

Source: State Accounts 2023-24
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3.2.2 Freight as a driver of Tasmanian industry and socio-
economic outcomes

Freight underpins the State's economic vitality by enabling the
seamless movement of goods, which is crucial for both local
businesses and international trade.

Freight supports the supply chain and logistics infrastructure
within Tasmania, ensuring that residents and businesses have
access to necessary goods and services. This includes everything
from food and beverages to construction materials and
healthcare supplies. Reliable freight services help maintain
consistent supply levels, avoiding shortages and supporting the
everyday needs of the population.

This is particularly important for Tasmania, as a diverse and
geographically spread community where freight connectivity
helps drive economic activity across the State, encouraging
investment and development in less accessible regions.

Additionally, Tasmania's primary industries, such as agriculture,
aquaculture, mining and manufacturing, rely heavily on efficient
freight services to transport products to mainland Australia and
global markets. This connectivity ensures that Tasmanian produce
reaches broader consumer bases, bolstering the State's economic
stability and growth.

Figure 3.2 Projected increases in Land Freight

39 million tonnes of Land
Freight projected by 2035

t 65% increase from 2012 to 2035

Source: Summary of Tasmanian Transport Association Key Priorities

3.2.3 TasRail's contribution to the Tasmanian freight task

TasRail provides crucial rail logistics across Tasmania. In 2023-24,
TasRail transported a record 516.4 million net tonne kilometres of
freight, marking a 6.3 per cent increase from 2022-23.3 This surge
was driven by substantial increases in the movement of mineral
concentrates and general intermodal goods, reflecting the
growing dependence of the mining and intermodal sectors on
TasRail. TasRail's net tonne kilometres have been increasing since
2015-16 (Figure 3.3).

TasRail's shiploading and storage facilities are vital for the mining
industry, while its integrated transport solutions enhance regional
connectivity and development. Offering cost-effective and timely
delivery, TasRail is crucial for industries reliant on just-in-time
supply chains, maintaining a 97 per cent on-time performance
rate.?

Figure 3.3 TasRail net tonne kilometres of freight, by financial year

540
520
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480
460
440
420 I
400
>

Net tonne kilometres

Source: TasRail Annual Reports
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3.3 | The importance of TasPorts to the Tasmanian economy 0 TasPorts

TasPorts is the primary interface between Tasmania and the mainland of Australia and is critical to supporting the freight task that
underpins the Tasmanian economy.

3.3.1 TasPorts’ contribution to the Tasmanian freight task Figure 3.4 Throughput (exports and imports) by port. million tonnes, 2023-24

Ports are the primary interface into Tasmania from mainland
Australia with over 99 per cent of goods leaving and arriving in
Tasmania moved by sea.* Port of Devonport

Port of Burnie

TasPorts ensures the efficient flow of goods through its Port of Bell Bay
comprehensive management of the State's ports. Tasmania's
primary industries rely heavily on TasPorts for efficient freight
services to transport products to mainland Australia and global King Island
markets. Figure 3.5 illustrates how important freight is to primary
industries, with TasPorts reporting 2.79 million tonnes of
woodchips being exported from Tasmania.” This connectivity Port of Stanley
ensures that Tasmanian produce reaches broader consumer
bases, bolstering the State's economic stability and growth.

Port of Hobart

Flinders Island

Source: TasPorts Annual Report 2023-24
Figure 3.5 Throughput (exports and imports) by commodity, million tonnes, 2023-24

In 2023-24, TasPorts managed 633,177 Twenty-Foot Equivalent
Unit (TEU), a 3.5 per cent increase from the previous year?®,

indicating robust growth in freight movement. Key ports like Bell
Bay, Devonport, and Burnie handle the majority (87 per cent of General Cargo
total tonnes)® of Tasmania's imports and exports (Figure 3.4). The

Woodchips 2.79

) . j o Cement
Port of Hobart also serves as a vital transit point for maritime
tourism and specific commodities such as fuels and sulphuric acid. Empty
Subject to the successful completion and development of the Zinc Concentrate
Green Hydrogen Hub Project, TasPorts will play a crucial role in Diesel
the facilitating of hydrogen exports at the Port of Bell Bay.
Logs

Foods - Other
Zinc

Alumina

Source: TasPorts Annual Report 2023-24

©2025 Deloitte SRT Pty Ltd Department of Treasury and Finance (Tasmania) | Assessment of feasibility of potential merger of TasRail, TasPorts and TT-Line 11



3.4 | The importance of TT-Line to the Tasmanian economy v

SPIRIT of
TASMANIA

TT-Line plays a crucial role in facilitating freight and tourist visitation to the State. Tourism is a significant driver of Tasmania's
economy contributing $3.47 billion to GSP and fostering community development through substantial visitor spending and

infrastructure investment.
3.4.1 TT-Line’s contribution to the Tasmanian freight task

TT-Line is instrumental in transporting Tasmania's fresh produce
and other goods to mainland Australia, supporting key industries
such as agriculture, manufacturing, and general commerce
sectors and essential supply chains.

TT-Line has a specialised roll on/roll off service that enables fresh
produce to reach the Asia Pacific region considerably faster than
other shippers. TT-Line is expected to experience continued
growth across all service offerings over the coming years.

TASMANIA'S TOURISM STATISTICS®
42,900 tourism filled jobs

6,649 businesses rely on tourism
4 11% since 2018

15.4% of Tasmanian businesses are tourism
businesses

OO

1,305,900 people visited Tasmania on scheduled air
and sea services

DA
-

$3.461 billion on accommodation, attractions, tours,
and transport

b
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3.4.2 Importance of tourism

Tourism is a major contributor to the State’s economy,
contributing 8.6 per cent to Tasmania’s GSP in 2022-23
(Figure 3.6).6

Figure 3.6 Tourism Gross State Product

$1.74b $1.73b
Indirectly $3.47b Directly
43% of total 43% of

Tasmania’s GSP Tasmania’s GSP

Source: Tasmanian Tourism Fast Facts 2024
Tourism is key to creating jobs, strengthening the State’s

economy, supporting infrastructure development and enhancing
local services and activities.

3.4.3 TT-Line's contribution to tourism

TT-Line plays a vital role in Tasmania's tourism and connection to
the mainland, carrying 419,349 passengers over 905 sailings in
2023-24.7 TT-Line's services represented 11 per cent of the State’s
mode of departure in year to September 2024.7 TT-Line
generated $186 million in revenue from the provision of passenger
services in 2023-24.7

TT-Line's capacity will be bolstered by the introduction of new
vessels in 2027, which are expected to enhance passenger and
freight capacity and attract more passengers.

TT-Line's passenger numbers are influenced by a range of
external factors including seasonal tourist trends, economic
conditions and competitive dynamics within the transport sector
(Figure 3.7). Seasonal peaks typically occur during holiday periods.

Figure 3.7 Number of passengers, by financial year
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N
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Source: TT-Line Annual Reports
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4.1 | Key findings
On balance a merger of TasRail, TasPorts and TT-Line (both a two- or three-party merger) is unlikely to deliver a material benefit for
Tasmania due to complexities such as misaligned objectives, minimal operational synergies and issues with competitive neutrality.

4.1.1 Summary of key findings
Our high-level risk assessment has indicated that a two-party or three-party merger of TasRail, TasPorts and TT-Line is unfeasible, due to a number of significant complexities and challenges.

On balance, the proposed merger of TasRail, TasPorts and TT-Line into a single and two-party government-owned entity is assessed as unfeasible due to substantial issues such as misaligned objectives, minimal
operational synergies and concerns with competitive neutrality.

Figure 4.1 Key assessment findings for a TasRail, TasPorts, and TT-Line merger

TasRail, TasPorts and TT-Line each have unique operational goals and regulatory needs, potentially causing conflicts in resource

Hiitse) efpsiiie el el e el s allocation and project prioritisation. Additionally, their differing financial models may create inconsistencies in financial reporting.

TasPorts holds significant regulatory responsibilities, including ensuring maritime safety, managing port infrastructure, and
TasPorts’ regulatory function is a barrier to a merger overseeing environmental compliance. Merging with TT-Line and TasRail could compromise these regulatory roles due to
potential conflicts of interest.

A merger of TasRail, TasPorts, and TT-Line enables the combined entity to dominate the freight sector, leaving private operators
Competitive neutrality issues in the supply chain at a disadvantage with regards to access to infrastructure, pricing, and service quality. This could lead to reduced private
investment, elevated costs for the end-users, and lower sector efficiency.

Due to the competing priorities of each entity and their workforce differences, a merger of TasRail, TasPorts, and TT-Line would
likely see challenges with decision making and potential for misalignment in corporate culture and management style.

Misalignment of organisational workforce and culture

A merger of TasRail, TasPorts and TT-Line would require integration and considerable legislative changes which would lead to
Significant likelihood of operational disruptions significant operational disruptions as the entities are distracted from their primary operations and will likely disrupt service
quality.
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4.2 | Alternative strategies recommended

Each recommendation requires thoughtful implementation regarding clear legislation and guidance as well as a targeted approach
with stakeholders to ensure the Tasmanian Government secures appropriate buy-in from key stakeholders.

4.2.1 Summary of alternative strategies recommended

While the merger of the three parties was determined to offer negligible benefits for the Tasmanian supply chain, several alternative strategies, outlined in Figure 4.2, have been identified and are recommended
due to their ability to potentially help achieve the Government's overarching objectives.

Figure 4.2 Key alternative strategies recommended to improve outcomes and reduce operational and capital risk across TasRail, TasPorts and TT-Line

DETAILS

PURPOSE

@ Coordination Working Group

through strengthening the mandate of
Infrastructure Tasmania

Introduction of a major projects oversight body

@ Integrated plan and approach to transport and
freight planning

A Coordination Working Group would comprise representatives
from TasRail, TasPorts and TT-Line and will focus on major
infrastructure and asset decisions along with operational where
greater cooperation is required.

The major projects oversight body will oversee all significant and
high-risk infrastructure projects in Tasmania, ensuring alignment
with broader governmental objectives at all levels. To prevent
duplication of efforts, it is recommended to enhance the
mandate of Infrastructure Tasmania.

An integrated plan and approach to transport and freight in
Tasmania will involve cooperation of all government departments
and government businesses but ultimately be the responsibility of
Infrastructure Tasmania.

Provide a regular forum between each entity to provide the
relevant people and shareholders with the information required
to make informed decisions. This will include regular sessions with
broader industry stakeholders and mandated reporting to
Government.

Reduce the risk of critical infrastructure projects and improve
collaboration between relevant businesses, and the government,
to ensure the correct capability and needs are considered for
each investment decision.

Enhance the coordination and planning of capital-intensive or
high-risk projects, ensuring gateway review processes are
consistently implemented, and ensuring alignment with the
proposed integrated plan for transport and freight in Tasmania.

Improve project outcomes of investments through mandatory
reporting of outcomes aligned with capital spending. This will
ensure all capital projects benefit the people of Tasmania and
enable funding to be used for better and higher order uses.

Establish a well-integrated approach across planning and
development functions of Government and stakeholders. Begin
by fostering collaboration between relevant departments and key
industry stakeholders to align objectives and strategies. It should
incorporate comprehensive demand and supply analyses,
considering both current and projected needs of Tasmania.

Benefits to Tasmania

Adopting a long-term perspective on infrastructure projects is
essential for ensuring strategic cohesion and effective future
planning. By integrating demand and supply considerations into
the planning process, Tasmania can better anticipate future
needs and align resources accordingly.

©2025 Deloitte SRT Pty Ltd
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4.3 | Strategic opportunities

Beyond the key recommendations, there is an opportunity to provide benefit to Tasmania in reviewing existing assets, functions and
processes by considering several strategic interventions for potential financial and economic optimisation and efficiencies.

4.3.1 Strategic opportunities identified

The assessment also considered other changes to the composition of the three entities which were deemed to be strategically beneficial or that may create opportunities for improvement in the way the businesses
operate.

There are a suite of alternative options and strategic opportunities to address findings and challenges that have been identified as part of the assessment. These strategic findings highlighted several key issues:
« Some assets are currently managed by entities that may lack the operational efficiency or specialised expertise needed for optimal performance of those assets.

» TasPorts' dual role as both operator and de facto regulator could lead to conflicts of interest, potentially impacting impartiality and efficiency.

*  The existing SOC and GBE guidance may not be well-suited to addressing the demands and dynamics of the current environment.

» Additionally, TT-Line has faced multiple challenges in recent years, which may affect its future operations.

The strategic interventions were identified through a process of scoping a long list of potential options to be refined and tested with relevant stakeholders and government departments.

The following strategic opportunities were developed in line with these considerations. The strategic opportunities were categorised into those pertaining to the government business assets and those concerning
the governance or regulation of government business operations.

Figure 4.3 Other key strategic opportunities to improve efficiency across Tasmanian Government businesses

Asset Opportunities Governance and Regulation Opportunities
Shift respon5|b_|||ty for the Invgstlgate alternative Consider options to improve . Update and C_Iarlfy Spinofft TasPorts’ requlatory: Embed a gateway review _In_vestlgate economic
Bass Island Line to an options for Devonport o ) objectives and guidance for : . process for all government  pricing regulation for port
. : : the debt position of TT-Line . function to MAST . i
alternative entity Airport each government business businesses operations

*Government review currently
in progress
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4.3 | Strategic opportunities: asset
Three strategic opportunities have been identified for specific entities" assets regarding their operational and financial structures, with
the aim of improving overall efficiency and strengthening Tasmania's current debt position.

4.3.2 Strategic asset opportunities

Three strategic opportunities have been identified in relation to the entities’ assets, detailed in Figure 4.4. Collectively these opportunities aim to improve operational efficiency, enhance service delivery and drive value
creation.

Figure 4.4 Overview of strategic asset opportunities

o000

—/

Shift responsibility of the Bass Island Line to an alternative
entity

Improvement of the alignment of TasPorts" operations includes
investigation into the ownership structure of the Bass Island
Line with consideration for public and private ownership by
shipping operations entities.

The priority remains on maintaining the critical service for King
Island and customer satisfaction through price, service quality,
and frequency to prevent negative impacts on consumers and

stakeholder confidence.

Next Steps

» Conduct a feasibility assessment to understand financial
ramifications and market dynamics.

» Develop a transition plan that maintains service continuity.

b

Investigate alternative options for Devonport Airport

To strengthen Tasmania'’s financial position, it is recommended
to explore an alternative ownership structure for Devonport
Airport. Private ownership has demonstrated benefit for
investment, innovation and service quality, as seen in the
privatisation of major national airports.

Key considerations include ensuring enhanced operational
outcomes and maintaining a leadership board with appropriate
skills and experience.

Next Steps
+ Financial valuation of airport, land and related assets.

» Development of a phased transition plan to ensure
continuity of operations.

e

Consider options to improve the debt position of TT-Line

TT-Line's debt position poses a significant challenge for
Tasmania for future infrastructure planning and investment.
Alternative operational and ownership models may mitigate the
debt's impact and improve the State's financial position.

Should public funding be considered TT-Line would be subject
to thorough reporting, including disclosure of finance and
public funding requirements.

Next Steps

» Options analysis to identify the optimal approach for
addressing TT-Line's current debt position, considering both
public and private sector solutions.

Thorough review of operational failings*.

* Noting, the Public Accounts Committee is currently undertaking an Inquiry into
TT-Line's Spirits Project.
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4.3 | Strategic opportunities: governance and regulation
Four strategic opportunities have been identified to enhance the governance and regulation of government businesses, aiming to

improve risk management, strengthen strategic alignment, and drive better operational outcomes.

4.3.3 Strategic governance and regulation opportunities

To enhance the effectiveness and accountability of government businesses in Tasmania, several key opportunities have been identified in relation to the governance and regulation. These opportunities aim to
optimise governance, risk management and operational efficiency.

Figure 4.5 Key strategic governance and regulation opportunities

Update and clarify objectives and guidance for

each government business

The specific frameworks for each government
business should be clarified and updated,
detailing their specific obligations and targeted
outcomes. This process must involve consultation
with key stakeholder groups and input from each
individual board.

Next Steps:

Review and update the frameworks for each
government business by consulting key
stakeholders, including each government
business’ board, to clarify objectives,
obligations, and targeted outcomes, ensuring
alignment with government priorities.

Draft, finalise, and implement the updated
frameworks, incorporating feedback from
consultations, with clear communication and
ongoing monitoring to ensure each
government business meets its responsibilities
and achieves its objectives.

©2025 Deloitte SRT Pty Ltd

Spinoff TasPorts' regulatory function to MAST

The current regulatory function presents

potential conflicts of interest inherent in TasPorts’
current dual role as both operator and de factor

regulator. Government should identify the
appropriate entity to take over its role and
conduct an evidentiary investigation into the
benefits of doing so.

Next Steps:

+ Review the outcomes of the Department of
State Growth's current review of TasPorts'
regulatory functions.

Embed a gateway review process for all

government businesses

The Government is implementing a gateway

review process for all major high-value and high-

risk projects. This will enable a more robust

consideration of key risks and outcomes of large-

scale projects and ensure capital is more
effectively applied across the State. This should

be considered for all government businesses and

applied consistently.

Next Steps:

* Integrate the gateway review process into
current strategic planning, budgeting, and
project oversight.

» Develop a consistent gateway review
framework for government businesses,
outlining stages, criteria, and roles for
effective project oversight.

» Provide targeted training to government
businesses.

Investigate economic pricing regulation for port
operations

Stronger pricing regulation for essential port
services will improve competitive neutrality and
impose requirements for greater transparency for
TasPorts. As TasPorts has a natural monopoly
this will reduce any actual or perceived risk of
competition issues and ensure the private sector
can compete in the freight sector.

Next Steps:

» Review of regulatory functions of TasPorts in
relation to pricing, including considering the
role of the Office of the Tasmanian Economic
Regulator.

» Perform a benchmarking exercise examining
of comparable ports nationally and overseas
(Port of Albany (WA), Port of Newcastle
(NSW) and Port of Gladstone (Qld)).

» Stronger pricing regulation on essential
services to protect the interests of customers
and prevent monopolisation and anti-
competitive behaviour.

Department of Treasury and Finance (Tasmania) | Assessment of feasibility of potential merger of TasRail, TasPorts and TT-Line 17



4.4 | Next steps for the Government

To progress the alternative strategies and the strategic opportunities, there are some key next steps that can be undertaken by
government, including establishing a process for assessing the options for government ownership of assets and further analysis of

the potential impacts of privatisation on competition and regulation.
4.4.1 Rationale

This section highlights key areas which have been identified through the feasibility assessment that require further analysis. Having determined through the preliminary feasibility assessment that a two-party or
three-party merger is unlikely to deliver sufficient benefits considering the key economic outcomes and the associated cost and risks, Deloitte sought to identify and evaluate alternative interventions available for
Government to pursue.

Each recommendation and strategic opportunity requires additional steps to ensure it is evaluated consistently and can be implemented and structured effectively to maximise the benefit to Tasmania (Figure 4.6).
These next steps are not in order of priority and should be further investigated by government, dependent on government priorities and available resources.

Figure 4.6 Potential next steps

Implementation of recommendations

A4

Develop Terms of Reference for the
Coordination Working Group in conjunction
with the government businesses.

Undertake options assessment and
business case for the increased mandate of
Infrastructure Tasmania.

Undertake a review of all existing freight and
transport planning to further the development
of an integrated strategy.

©2025 Deloitte SRT Pty Ltd

Scoping study phase Potential options for acquisition

Establish a strategic process for assessing
options for government ownership of assets

including Devonport Airport, ports and vessels.

Engagement with industry stakeholders
including peak bodies, private sector

competitors and key customer representatives.

Contract relevant consultants in key areas
of expertise including infrastructure, mergers
& acquisitions etc., to ensure robust and
objective oversight of the scoping process.

Identify which government-owned
businesses are to remain public to ensure
adequate provision of essential services.

Consider the potential ownership models
and market for the potential sale of the
Spirit of Tasmania vessels currently owned by
TT-Line.

Further consultation with TasPorts and
TT-Line regarding potential benefits of
divestment.

i

Review of competition and regulatory
functions

Review of regulatory functions of TasPorts in
relation to pricing, including considering the role
of the Office of the Tasmanian Economic
Regulator.

Perform a benchmarking exercise examining
comparable ports nationally and overseas (Port
of Albany (WA), Port of Newcastle (NSW) and
Port of Gladstone (Qld)).

Stronger pricing regulation on essential services
to protect the interests of customers and prevent
monopolisation and anti-competitive behaviour.
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