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Shareholder Policy and Markets Branch

Department of Treasury and Finance

Via email: governmentbusinesses@treasury.tas.gov.au

Re: Government Business Governance Reform Bill 2026

TasNetworks supports the Government’'s commitment to strengthening the governance of
Tasmanian’s Government Businesses and appreciates the opportunity to provide feedback on
the second tranche of proposed legislative reforms.

The TasNetworks Board is focused on maintaining strong and constructive relationships with
Shareholding Ministers including to ensure confidence in organisational performance and
delivery capability. The focus on business performance against agreed performance measures
and the regular reporting on these is working well, as shown in our strong 2025-26 financial
year results where we met 8 of our 9 key performance targets.

The Board keeps Shareholding Ministers up to date on key matters and we appreciate the
collaboration on key matters between Shareholding Ministers, Government Departments and
Agencies, and TasNetworks. TasNetworks supports recent changes to improve transparency
on our performance to the Tasmanian community (such as half yearly reporting) and in
principle supports measures to continue to improve transparency.

TasNetworks supports strong and regular accountability for business performance and is
committed to operating in line with governance best practice. The TasNetworks Board
Charter is aligned with the ASX Corporate Governance Council Principles and
Recommendations, and the Board and Directors are assessed under the Directors Australia
framework. The legislative and regulatory framework must ensure the intent of independent
government businesses is retained so that value can continue to be delivered to the
Tasmanian community.

Any proposed changes to governance and accountability arrangements should be
proportionate, clear, and capable of being implemented and administered effectively. The
changes must recognise and not duplicate the complex electricity supply industry regulatory
environment TasNetworks operates in.

This submission outlines our response to the draft Bill in relation to proposed changes to the
Electricity Companies Act 1997 (Tas) (the Electricity Companies Act) and makes suggestions
to continue to promote a focus on business performance against objectives, collaboration
between TasNetworks and Shareholding Ministers and transparency to Tasmanians.

Consistency across GBEs and SOCs

A key focus of the Bill is on introducing consistent arrangements for Government Business
Enterprises (GBEs) and State-owned Companies (SOCs).
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Whilst TasNetworks in principle supports consistency, we also suggest there needs to be
greater consideration of the inherent unique features of SOCs operating under the
Corporations Act 2001 (Cth) (the Corporations Act), and the regulatory environment
TasNetworks operates in. For example, TasNetworks operates in the electricity supply industry
and in addition to being accountable to shareholders and corporate regulators we are also
accountable to State and Federal energy and economic regulators.

A uniform approach increases the risk of overlapping or conflicting obligations, duplicating
existing oversight and reducing clarity about where accountability lies. TasNetworks urges
sufficient flexibility to reflect the legal and regulatory circumstances of individual businesses.

Ministerial levers

TasNetworks has a strong and continued focus on business performance. We operate within
the complex energy regulatory environment which has in-built performance-based incentive
schemes that financially reward (or penalise) electricity networks based on reliability and
efficiency improvements (or declines).

The TasNetworks Board has strong and clear governance arrangements so it can oversee
TasNetworks performance and compliance within complex regulatory environments. A Board
Skills Matrix is maintained to ensure the Board has the depth and diversity of capability required
to discharge its duties as a State Owned Company in the electricity supply industry. Directors
must be appropriately qualified (for example, a member of the Australian Institute of Company
Directors’ or equivalent) and are expected to undertake continuing professional development.
Annual Board performance reviews ensure Board competence and identify opportunities for
improvement, including director professional development opportunities.

The proposed levers for managing poor performance are based on a very broad definition of
poor performance which lacks a clear threshold for intervention. Furthermore, it is unclear
how the levers would fit in with existing performance monitoring by Shareholding Ministers.
There is a risk the levers create an overly complex performance architecture which could lead
to confusion about performance expectations and accountabilities, drive less transparency,
and pose a barrier to attracting directors.

Poor performance could be a result of external factors outside of the Government business
board'’s control. The board can be and should be pivotal in helping the company prepare for
and manage the external threats. While TasNetworks understands the need for levers to
manage board / business malpractice, a very broad or unclear definition of poor performance
could result in some of the proposed measures causing more harm to the Tasmanian
community by not allowing the existing, experienced, informed board to help manage
external factors affecting an organisation. For example, TasNetworks' network reliability
performance measure can be severely impacted by weather and third-party impacts (for
example, a car hitting a power pole) that are both largely outside TasNetworks’ control. Over
a longer time period asset management practices also impact network reliability performance,
and this is something within TasNetworks’ control and something that the Board and the
business should be held accountable for.

The levers could pose a barrier to attracting directors as skilled experienced individuals may
be hesitant to hold a directorship where there is the threat of intervention, including
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termination, without a clear definition of poor performance. Exercising some of the proposed
performance levers will damage individual and collective director reputations. The potential
for this action to be taken without clear guidelines will be a factor potential directors must
consider prior to accepting any appointment. The range of levers proposed do not exist
elsewhere and it will be a barrier to attracting and retaining skilled and experienced directors
in a competitive marketplace for skills.

We recommend the definition of poor performance is refined, including:

e Outlining a threshold of materiality or significance, including providing specific
examples (or specify that this is in a Treasurer's Instruction/Guidelines).

e Failure to comply is described as material non-compliance.

e The use of 'wilful’ is defined (for example, whether this is intended to indicate a style
or pattern of behaviour).

e How the conclusion of not performing functions or exercising powers in a satisfactory
manner is reached.

e Removing reference to the corporate plan at section 19B(2)(a)(iii), unless it is clarified
that the non-compliance would relate to the objectives in the document. The
corporate plan is much broader and operational than the other governance
documents listed and there should be clarity on an appropriate threshold.

There are risks to providing a wide range of Ministerial levers and TasNetworks notes that there
are no other jurisdictions with the same levers as proposed in the draft Bill. A balance of levers
is recommended that coupled with the existing mechanisms including powers of direction,
planning and reporting requirements, and powers for independent audit and investigation
through the Auditor-General, enable and support good governance, transparency and a
positive performance culture.

TasNetworks supports the additional mechanisms to support performance such as an
investigation by an authorised person or review or assessment by the Board or an independent
party which is consistent with mechanisms in other Australian jurisdictions. It is suggested that
the proposed performance improvement plan lever is only triggered following and in
response to the independent investigation / review. These measures build on the
performance-based regulatory regime and checks and balances already in place including
Australian Energy Regulator's power to undertake a review if a major project spend exceeds
requlatory allowance.

TasNetworks does not support the other proposed levers for managing poor performance,
including Shareholder powers to require a board observer and appoint a sole director.

Regardless of the levers taken, appointment of independent parties needs to provide for
appropriate mechanisms to protect confidentiality including confidential information and
commercially sensitive information.

Further specific feedback points are detailed below for consideration.
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General investigations

It is recommended that guidelines or supporting materials are developed outlining grounds,
including examples, for requiring an independent investigation or review.

TasNetworks notes the intention that Shareholding Ministers may use the review and
assessment power to request, and be provided, copies of assurance reviews at specified
milestones throughout a major capital project. To support clear accountabilities and
efficiency, it will be important to align expectations with existing frameworks such as the
Infrastructure Tasmania project assurance framework, including thresholds for assurance
reviews.

Board observer

If to remain in the Bill, some aspects of the governance role of the proposed board observer
are unclear and TasNetworks recommends clearer parameters around their participation in
board meetings. This includes confidentiality requirements as noted above, and access to
information limited to the functions specified in the notice that they will perform, with specific
exclusions such as legal advice to avoid potential loss of legal professional privilege.

Sole Director

In addition to governing requirements under the Electricity Companies Act and the
Corporations Act, TasNetworks operates within a complex regulatory regime and is expected
to comply with extensive electricity regulations. This drives the need for the specialist and
essential nature of the skills held by the TasNetworks Board. The appointment of a sole
director without specified requisite skills could pose a significant risk to operating within the
electricity regulatory environment. For example, the Board must oversee the ‘revenue
determination process’ whereby the Australian Energy Regulator assesses and sets
TasNetworks’ expenditure and revenue allowances for a five year period. This process takes
years and directly impacts profitability, network reliability performance, safety and compliance
with critical aspects of our operations such as health, safety and security of our critical
infrastructure. This could not be overseen by a sole director and the appointment of a sole
director to do so could result in significantly poor outcomes for the Tasmanian Government
and Tasmanian community.

TasNetworks recommends an interim board instead of a sole director. For TasNetworks, we
would suggest:

o Appointment of a minimum three directors (Chair and two directors) for a time-limited
term.

e Prescription of the requisite skills and experience necessary to achieve the company's
objectives and discharge directors’ duties of a State Owned Company operating in the
electricity supply industry.

TasNetworks also recommends the inclusion of provision for the board to make submissions
to Shareholding Ministers in respect of the proposed appointment/s, and transparency
provided through the tabling of details in Parliament and consideration and clarification in the
Bill of the following points:
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e Defining 'Public interest’ or outlining a list of public interest matters which might be
considered, as the proposed grounds to appoint an interim board.

e TasNetworks Directors may also hold directorships in subsidiary companies.
Consideration of the impact of vacation of the offices of director in a parent company
should be outlined in the Bill.

Community Service Obligations

TasNetworks supports the new Community Service Obligations (CSO) in principle.

Where Shareholding Ministers intend on directing TasNetworks to undertake a non-
commercial activity, it is TasNetworks' preference that this direction be in the form of a CSO
(rather than Direction issued under the Constitution) to enact the defence against potential
breaches of directors’ duties (noting the Electricity Companies Act contains a displacement
provision to the Corporations Act).

TasNetworks supports the requirement to disclose information about CSOs in the annual
report, with the addition of including information about the funding mechanism. This will
provide full transparency on any TasNetworks financial impact or customer impact resulting
from a CSO. It is noted that there may be times when full disclosure is not appropriate and
there should be provision to redact any information that may be confidential or commercially
sensitive.

In the case of subsequent amendment or revocation of a declared CSO, the company should
be able to object to the amendment or revocation, rather than be consulted by the Treasurer
(as is currently case the in the Government Business Enterprise Act). This would be consistent
with a Direction given by Shareholding Ministers to perform a CSO, where TasNetworks may
object to a direction, or its amendment or revocation, on any ground.

Corporate planning and reporting

TasNetworks welcomes the inclusion of corporate planning and reporting expectations in the
Electricity Companies Act. We seek consideration and clarification on several points:

e There does not appear to be the ability to respond to Shareholding Minister feedback
on the corporate plan, and TasNetworks would like to suggest that a requirement to
consult on changes and a right of reply for Government businesses is included.

o TasNetworks seeks clarification on whether the proposed exception to acting in
accordance with the corporate plan in proposed Section 11G ‘Corporate Plan’ should
relate to the statement of expectations (as the overarching governing document) and
not the statement of corporate intent as currently drafted.

e TasNetworks notes the provision for the option of a shorter specified reporting cycle
in proposed Section 18AA '‘Quarterly reports’, subsection (2). There does not appear to
be a need for this provision with the suite of current reporting requirements and
monthly performance and management meetings. If included, we suggest this
subsection should only be included if the reporting period is by agreement between
Shareholding Ministers and the relevant board.
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Application to subsidiaries

Section 4 of the Bill notes that if any of a company’s functions are performed by a subsidiary,
the provisions of the Electricity Companies Act apply. This may create uncertainty in
application, as ‘functions’ does not appear to be a term used in current governing documents.
TasNetworks suggests this term be clarified.

Other comments
Appendix 1 outlines some potential administrative matters identified in the draft Bill.

TasNetworks appreciates the update on the reform implementation program of work and the
opportunity to provide feedback on each tranche.

We would welcome further clarity on the timing and scope of matters that may be considered
in further new or amended Treasurers’ Instructions and Guidelines, particularly in relation to
CSOs and Ministerial levers to support understanding of how the proposed mechanisms are
intended to operate.

Thank you for the opportunity to provide feedback. Please contact ||l Head of

Business Governance at || ElEGNGEGEE - B  \ou \vould like to
discuss or clarify any of the matters raised in this submission.

Yours sincerely

Roger Gill
TasNetworks Chair
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Appendix 1: Proposed administrative feedback

Topic

Related section

Feedback

Corporate plan

Proposed Section 11G
‘Corporate Plan’

The amendment specifies that the board must
prepare a corporate plan for the Company and its
subsidiaries. The Guideline provides that the business
can prepare a separate Corporate Plan for a
subsidiary. This may require clarification in the
proposed amendment.

Quarterly
reports

Proposed Section 18AA
‘Quarterly reports’

The recently amended Guidelines clarify that for a
business with subsidiaries or separate operational
segments the performance of these should be
reported separately, either in a separate report or as
part of a consolidated report, or as otherwise agreed.
This may require clarification in the proposed
amendment.

Annual reports

Proposed new Section 18AB
‘Annual reports’

Suggest there may be simplified wording for tabling
requirements under section 18AB subsections (5) and
(6) — within four months or the first sitting day
thereafter.

(Directions by Shareholding
Ministers) direction can be
given even if contrary to
company'’s constitution

CSOs Tabling of directions Query whether there has been consideration of ability
to redact vs not publish.
Section 11B amended Definition of 'failure to perform a contract’ could be
(Directions by members) better defined. E.g. breach of contract.
(3A)(b)
Section 19 substituted Clarification of whether it is intended s60 of the GBE
‘Community service Act applies to the application process where the
obligations’ board applies to the Portfolio Minister for a
declaration by the Treasurer.
Ministerial Section 19A(1)(b) and (c) — Seek clarification whether this power could be used in
performance review or assessment conjunction with directions.
levers Section 19B Actions that Section 19B subsection (6) refers to a ‘wholly-owned’
may be taken if poor subsidiary. Is it intentional here that ‘wholly-owned
performance by Company subsidiary’ is specified given all other references are
to 'subsidiary’.
Section 19C 'Appointment The relationship between sections specific to public
of sole director of interest actions and the general provisions relating to
Company’ sole directors e.g. Section 19C subsections (4) & (5) is
not necessarily clear. E.g. Whether the specific and
general tabling requirements apply.
Note (b)(i) refers to tabling ‘a copy of the notice given
to the Minister under paragraph (a)’ — is this meant to
refer notice given 'by’ the Minister? (or to the
Company)
Other Section 11B (3)(a)(i) amended | The constitution of the subsidiary may also need to

be referenced (i.e. can be contrary to the constitution
of the company or subsidiary).
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