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Dear Sir/Madam,
Feedback on draft Government Business Governance Reforms Bill 2026

Thank you for the opportunity to provide feedback on the draft Government Business Governance Reforms
Bill 2026 and accompanying Consultation Paper.

Hydo Tasmania supports the Government’s objective of strengthening governance across Tasmania’s
Government Business Enterprises (GBEs) and State-owned Companies. We support reforms that promote
consistency, transparency, accountability and contemporary governance practices, and recognise the
opportunity to further strengthen governance arrangements across government businesses while
maintaining effective board governance, commercial decision-making and operational accountability.

Hydro Tasmania owns and operates nationally significant energy infrastructure and participates in the
National Electricity Market through a diverse corporate group, including subsidiaries operating in commercial
markets. In addition to delivering commercial outcomes, Hydro Tasmania contributes to Tasmania’s
renewable energy ambitions, energy security and broader public policy objectives. Against this backdrop,
governance reforms should recognise that Government businesses operate in different commercial
environments and should remain sufficiently flexible to accommodate those differences.

Our comments are intended to assist in ensuring the final legislative framework is practical, proportionate
and capable of supporting Government businesses operating in commercially competitive environments.

Key Messages

Hydro Tasmania supports the overall direction of the proposed reforms and considers they have potential to:

° improve governance consistency across Government businesses;

. strengthen transparency and accountability;

. improve consistency and clarity in planning and reporting arrangements;
. clarify shareholder expectations; and

. improve the Community Service Obligation (CSO) framework.

To maximise the effectiveness of the reforms, Hydro Tasmania recommends that the final framework:

. preserves the distinction between shareholder oversight, Board governance and operational
management;
. applies governance obligations proportionately, particularly for commercially operating subsidiaries;
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. provides greater clarity regarding Ministerial intervention powers and the assessment of poor
performance;

. aligns new reporting obligations with existing governance and assurance processes;

° maintains appropriate protections for commercially sensitive information and legal professional

privilege; and
° is supported by practical implementation guidance, Treasurer’s Instructions and appropriate
transitional arrangements.

Comments on the Draft Bill
Governance Framework

Hydro Tasmania supports the Government’s objective of establishing a more consistent governance
framework across Government businesses.

In implementing the reforms, Hydro Tasmania considers it important that the framework continue to
recognise and reinforce the established distinction between:

° Shareholding Ministers as owners;
. Boards as responsible for governing the enterprise, directing its affairs and setting strategy; and
. management as responsible for day-to-day operations.

Maintaining these governance roles is fundamental to effective corporate governance and supports the
effective discharge of directors' duties, Board accountability and operational performance.

Corporate Planning and Reporting

Hydro Tasmania supports the introduction of a consistent corporate planning framework and recognises the
benefit of aligning strategic planning across Government businesses.

We seek clarification regarding the interaction between the proposed Corporate Plan and the existing
Statement of Corporate Intent, including:

° their respective purposes;

. alignment of planning and approval timeframes;

. management of any inconsistencies between the documents and the Capital Guidelines; and

. the respective roles of Boards and Shareholding Ministers throughout the planning process,

particularly if Shareholding Ministers will no longer approve the Corporate Plan.

Early engagement with Shareholding Ministers would assist in reducing duplication and avoiding unnecessary
amendments late in the planning cycle. Hydro Tasmania seeks confirmation that approval of the Statement
of Corporate Intent will continue to provide approval for capital expenditure in the Strategic Asset
Management Plan and supported by the assumptions in the Corporate Plan.

Hydro Tasmania supports regular reporting to Shareholding Ministers and Treasury. To minimise the
unnecessary administrative burden, reporting requirements should leverage existing Board reporting
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wherever practicable, align with existing governance, enterprise risk and assurance frameworks, and adopt a
proportionate, risk-based approach.

Many of the practical outcomes of the reforms will ultimately depend upon Treasurer’s Instructions and
supporting guidance. Hydro Tasmania recommends that Government businesses be consulted during the
development of these supporting instruments and that standard reporting templates and implementation
guidelines be developed prior to commencement.

Community Service Obligations

Hydro Tasmania supports the proposed reforms to establish a clearer and more consistent framework for
CSOs.

Clearly distinguishing Government policy objectives from commercial activities will improve transparency,
accountability and confidence that non-commercial obligations are appropriately recognised and funded.

Hydro Tasmania recommends that the framework clearly addresses:

. the criteria for identifying CSOs;

. approval and review processes;

. funding methodology and cost recovery principles;

° reporting expectations; and

o periodic review to ensure CSOs remain appropriate over time.

In relation to the proposed changes to the GBE Act, Hydro Tasmania recommends consideration be given to:

. whether existing CSOs issued under section 65 of the Act would need to be re-issued under section
9A (noting there are no transitional provisions proposed); and

. amending proposed new section 9A(9) to expressly give the Portfolio Minister and Treasurer the
power to issue CSO directions in addition to requiring them to specify when any direction is a CSO%;

. amending the Act to:

- permit a board to request that written objections to directions, or parts of directions, not be
tabled in Parliament where the board is of the opinion that tabling may may cause adverse
consequences the type set out in section 9C(3); and

- allow the Portfolio Minister and Treasurer to table a statement instead where they are
satisfied this may be the case.

Currently, section 9B(3)(c) requires all objections to be tabled where the relevant direction is not amended
or revoked; whereas, the Act permits the Portfolio Minister and Treasurer to table a statement in place of a
direction where they are satisfied that tabling the direction may cause one of the adverse outcomes specified
in section 9C(3).

1 This power was is granted in s 65(1) of the current Act which is proposed to be revoked by the reforms and we think
it would be beneficial to retain a clearly stated power in the revised Act.
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We submit a consistent approach should be applied when it comes to tabling objections noting that where a
board writes to the Portfolio Minister and Treasurer to object to a direction:

. the substance of the direction may be able to be adduced from the objection;

. the objection may specify significant risks and / or commercial implications for the GBE and may
include confidential information; and

. disclosure of such information is therefore also likely to have the potential to cause the adverse

outcomes set out in section 9C(3).

We note that in the case of a direction proceeding despite objection there may be a heightened desire to
ensure transparency. We request consideration of whether ensuring a statement tabled in place of a
direction outlining the nature of the objections would address this while minimising the risk of the relevant

adverse outcome.

Subsidiaries and Commercial Operations

Hydro Tasmania supports strengthened governance arrangements for subsidiaries while recognising that
governance requirements should be proportionate to the nature and commercial context of individual
entities.

Hydro Tasmania’s corporate group includes subsidiaries operating in complex commercial and highly
competitive markets and providing services and products to external customers. Governance arrangements
that are appropriate for the parent entity may require flexibility when applied across the broader corporate
group.

Hydro Tasmania therefore recommends that supporting guidance clarify:

. the application of Treasurer’s Instructions and if these will apply to subsidiaries retrospectively,
noting that there may be current exceptions in place for some reporting and preparation of separate
corporate plans;

. if Treasurer’s Instructions will be issued to subsidiaries directly and to the parent company or to the
subsidiary only (with a preference that Treasurer’s Instructions are issued to the parent company
routinely);

. reporting obligations and the utility of a separate corporate plans for subsidiaries

. approval requirements and exceptions process;

. appropriate flexibility for subsidiaries to maintain confidentiality over reporting and forecasting

information that is commercially sensitive, market-sensitive other otherwise unsuitable for public
disclosure, including restrictions on access where appropriate;

. governance expectations for commercial subsidiaries; and

. the interaction between subsidiary Boards and the parent Board.

Hydro Tasmania also seeks clarification regarding the interaction between the proposed governance
framework and existing borrowing approval processes to ensure financing arrangements remain efficient and
commercially responsive.

Ministerial Intervention and Board Governance

Hydro Tasmania acknowledges the policy rationale for providing Shareholding Ministers with a graduated
range of governance responses where significant governance or performance concerns arise.
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Given the significance of these powers, Hydro Tasmania considers that the framework would benefit from
additional guidance regarding:

. objective assessment of poor performance, including safeguards to avoid any unintended
consequence that a GBE would be directed to act, or cease acting in a way that would be
uncommercial, inconsistent with its Ministerial Charter, or detrimental to its long-term strategy
unless supported with a CSO;

. proportional application of intervention powers;

. escalation pathways;

° materiality thresholds;

° procedural fairness;

. opportunities for Boards to respond before intervention occurs; and
o transparent governance criteria supporting decisions.

As highlighted above, Hydro Tasmania participates in competitive energy markets and regularly engages with
financiers, regulators, contractors and commercial counterparties. Predictable and transparent governance
arrangements are therefore important to maintaining confidence in the Board’s authority and the
organisation’s governance framework.

Board Observer

Hydro Tasmania supports appropriate review and assurance mechanisms where governance concerns arise;
however, it seeks further clarification regarding the proposed option for the Shareholder to appoint a Board
Observer.

Hydro Tasmania considers that the proposed mechanism could make Board operations unworkable and
inefficient, to the detriment of the GBE and the Shareholder. The presence of an Observer at Board meetings
for up to two years may inhibit frank discussion, affect the handling of confidential, commercially sensitive or
legally privileged matters, and hamper decision-making. It may also create a risk that directors are constrained
in discharging their fiduciary duties.

Although it is proposed that the functions of the Board Observer will be included in any notice to the GBE, it
is unclear whether the GBE would have an opportunity to challenge the notice, respond to the Board
Observer’s findings, or access any report prepared by the Board Observer.

As an alternative to a Board Observer, if an investigation is required into a Board’s performance, a more
workable approach may be to make provision for a Board investigator to attend a relevant Board meeting, or
part of a meeting, for the limited purpose of informing that investigation, subject to clear safeguards
regarding scope, confidentiality, legal privilege, conflicts of interest, access to papers, record keeping and the
commencement and cessation of any attendance. We request that this be considered in place of a Board
Observer mechanism.

If the Board mechanism is introduced, Hydro Tasmania suggests that supporting guidance clearly address
review triggers, scope, proportionality, confidentiality, legal privilege, cost allocation and interaction with
existing governance, internal audit and project assurance frameworks. This would help ensure reviews
complement, rather than duplicate, existing assurance activities.
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The framework should also clarify the relationship between the role of the Board Observer and Administrator
roles, including whether they could operate concurrently and how any overlap would be managed.

With respect to Board performance, while the proposed amendment to section 103A provides objective
grounds for assessing poor performance, including non-compliance with the GBE Act or the Ministerial
Charter, section 103A(2)(b) introduces an additional criterion based on whether a GBE is performing its
functions in a ‘satisfactory manner’. As this term is not defined, it may create uncertainty regarding the
standard against which performance will be assessed and increase the potential for disagreement between a
GBE and its Shareholding Ministers. Hydro Tasmania considers that the other intervention and oversight
mechanisms contained in the Bill provide sufficient safeguards and recommends that section 103A(b) not be
included.

Implementation

Hydro Tasmania recommends that Treasury publish supporting implementation guidance prior to
commencement of the legislation.

This guidance should include Treasurer’s Instructions, planning guidance, reporting templates, Board
Observer protocols, subsidiary governance guidance and guidance regarding the operation of the
intervention framework.

Given the breadth of the proposed reforms, Hydro Tasmania recommends an appropriate transition period
to allow Government businesses to update governance documentation, planning processes, reporting
systems and subsidiary arrangements before the new framework takes full effect.

Hydro Tasmania has not identified any immediate material financial implications arising from the proposed
reforms. However, the reforms may increase governance, reporting, assurance and compliance costs and
require additional resources. Hydro Tasmania recommends that implementation requirements remain
proportionate to the intended governance outcomes and that Government consider these costs when
finalising the supporting framework.

Conclusion

Hydro Tasmania supports the Government's objective of modernising governance arrangements for
Tasmania’s Government businesses.

The proposed reforms present an opportunity to strengthen governance consistency, improve transparency
and clarify shareholder expectations while supporting the effective stewardship of public assets.

Hydro Tasmania recommends that the final legislative framework:

. reinforce the distinction between shareholder oversight, Board governance and operational
management;

. provide greater clarity and procedural safeguards regarding Ministerial intervention and
performance assessment;

. adopt a proportionate approach to reporting, assurance and subsidiary governance;

. maintain appropriate protections for commercially sensitive information and legal professional
privilege; and

. support implementation through comprehensive guidance, Treasurer’s Instructions and appropriate

transitional arrangements.
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Hydro Tasmania appreciates the opportunity to provide feedback and would welcome further engagement
with Treasury as the reforms are progressed.

Yours sincerely,

Denita Gould
Corporation Secretary
Hydro Tasmania

- I
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