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The Role of the Auditor-General
The Auditor-General’s roles and responsibilities are set out in the Audit Act 2008 (Audit Act).
The Tasmanian Audit Office is the agency that provides support and services to the AuditorGeneral.
The primary responsibility of the Auditor-General and Tasmanian Audit Office is to conduct
financial or ‘attest’ audits of the annual financial reports of State entities, audited
subsidiaries of State entities and the Treasurer’s Annual Financial Report reporting on
financial transactions in the Public Account, the General Government Sector and the Total
State Sector. The aim of a financial audit is to enhance the degree of confidence in the
financial statements by expressing an opinion on whether they present fairly, or give a true
and fair view in the case of entities reporting under the Corporations Act 2001, in all
material respects, the financial performance and position of State entities and were
prepared in accordance with the relevant financial reporting framework. The outcomes of
the audits of State entities and audited subsidiaries of State entities are reported to
Parliament each year.
The Auditor-General and Tasmanian Audit Office also conduct examinations and
investigations, which include performance and compliance audits. Performance audits
examine whether a State entity is carrying out its activities effectively and doing so
economically and efficiently. Audits may cover all or part of a State entity’s operations, or
consider particular issues across a number of State entities. Compliance audits are aimed at
ensuring compliance by State entities with directives, regulations and appropriate internal
control procedures.
Where relevant, the Treasurer, a Minister or Ministers, other interested parties and
accountable authorities are provided with opportunity to comment on any matters
reported. Where they choose to do so, their responses, or summaries thereof, are included
within the reports.

The Auditor-General’s Relationship with the Parliament and State Entities
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Introduction
The Auditor-General has the mandate to carry out the audit of the financial statements of
the Treasurer and all Tasmanian State entities and audited subsidiaries of State entities. The
aim of a financial audit is to enhance the degree of confidence in the financial statements by
expressing an opinion on whether they present fairly1, in all material respects, the financial
performance and position of State entities and audited subsidiaries of State entities and
were prepared in accordance with the relevant financial reporting framework.
This report updates and completes the information provided in Report of the
Auditor-General No. 4 of 2021-22: Auditor-General’s Report on the Financial Statements of
State entities, Volume 1 - Audit of State entities and audited subsidiaries of State entities
31 December 2020 and 30 June 2021. This second volume contains the findings from all
audits completed for the years ended 31 December 2020 and 30 June 2021 together with
commentary on the local government sector.
The information provided in this report summarises the financial audits undertaken under
sections 16 and 18 of the Audit Act 2008 (Audit Act). Audits undertaken by arrangement
under section 28 of the Audit Act are not included in this report.

Overview of this report
This report summarises the outcomes of audits of financial statements of State entities and
audited subsidiaries of State entities for the years ended 31 December 2020 and
30 June 2021. This report provides commentary on:

1

•

the timeliness of financial reporting by State entities and audited subsidiaries of
State entities

•

the completion of audits of financial statements and audit opinions issued

•

audits dispensed with

•

audit findings

•

prior period errors

•

audit fees for financial statement audits

•

financial analysis of the local government sector

•

the audit of all firearms or ammunition disposed of under the Firearms Act 1996
(Firearms Act).

Give a true and fair view in the case of entities reporting under the Corporations Act 2001.

Introduction
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Guide to using this report
Guidance relating to the use and interpretation of financial information included in this
report can be found at the Tasmanian Audit Office (Office) website: www.audit.tas.gov.au
The guidance includes information on the calculation and explanation of financial ratios and
performance indicators and the definition of audit finding risk ratings.
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An emphasis of matter paragraph was included in the independent auditor’s report for the
following entities:
•

Tasmanian Public Finance Corporation (TASCORP) - to draw attention to a note in
the financial statements which described TASCORP’s application of Treasurer’s
Instruction GBE-08-52-09P Accounting Treatment of the Mersey Community
Hospital Fund by the Tasmanian Public Finance Corporation in respect of the Mersey
Community Hospital Fund (MCH Fund).

•

Tasmanian Affordable Housing Limited – to draw attention to Notes 2 and 15 in the
financial statements. Note 2 stated assets and liabilities were presented in
decreasing order of liquidity and were not distinguished between current and noncurrent. Note 15 stated the directors resolved to adopt a non-going concern basis
due to the activities of Tasmanian Affordable Housing Limited having ceased.

•

Microwise Australia Pty Ltd – to draw attention to Note 1 in the financial
statements. Note 1.1 stated the company is expected to be wound up in the
2021-22 financial year. Note 1.2 stated assets and liabilities were presented in
decreasing order of liquidity.

Audit opinions issued with a material uncertainty related to going concern paragraph
One unmodified audit opinion was issued with a material uncertainty related to going
concern paragraph, which was used to highlight disclosures made in the financial
statements about the existence of material uncertainty related to events or conditions that
may cast significant doubt on the entity’s ability to continue as a going concern.
The identification of a material uncertainty is a matter that is important to users’
understanding of the financial statements. The use of a separate section with a heading that
includes reference to the fact that a material uncertainty related to going concern exists,
alerts users to this circumstance. Including a material uncertainty related to going concern
paragraph does not modify the audit opinion.
A material uncertainty related to going concern paragraph was included in the auditor’s
report for National Trust of Australia (Tasmania) (the Trust). The material uncertainty
related to going concern paragraph drew attention to Note 2(u) in the financial report,
which indicated that:
•

the Trust had a negative working capital of $0.31 million at 30 June 2021, a decline
of $0.67 million from the prior year

•

the Trust incurred a loss of $0.15 million for the year ended 30 June 2021

•

there was uncertainty as to whether the Trust has sufficient financial resources to
cover a similar decline in the year ending 30 June 2022.

These events or conditions, along with other matters as set forth in Note 2(u), indicated a
material uncertainty existed that may cast significant doubt on the Trust’s ability to continue
as a going concern.

Audits of financial statements
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The increase in 31 December 2020 and 30 June 2021 audit findings arose from our focus on
certain responsibilities of accountable authorities (those charged with governance) and
management relating to financial reporting obligations. These areas included:
•

the consideration of the risks relevant to financial reporting objectives

•

the extent to which the design and implementation of appropriate controls and
processes were adequately documented

•

reliance on information produced by experts.

Identifying and assessing business risks relevant to financial reporting objectives
Under Australian Auditing Standards, auditors are required to consider if an entity has a
process for identifying business risks relevant to financial reporting objectives. If the entity
has not established such a process or has an ad hoc undocumented process, auditors are
required to:
•

discuss with those charged with governance and management whether business
risks relevant to financial reporting objectives have been identified and how they
have been addressed

•

evaluate whether the absence of a documented risk assessment process is
appropriate in the circumstances and whether it represents a significant deficiency
in internal control.

By not undertaking a specific assessment of business risks relevant to financial reporting
objectives, there may be vulnerabilities in an entity’s processes and systems that may lead
to a material misstatement in the financial statements.
We acknowledge many entities undertake assessments to identify and assess risks that may
impact on the achievement of the entity’s strategic goals or objectives, and in many cases,
these assessments also canvass risks to key operating functions or activities. However, the
majority of these assessments do not specifically address business risks relevant to financial
reporting objectives.
This year, 38 findings highlighted the need for entities to enhance their financial
management control framework by undertaking a risk assessment to specifically assess
business risks relevant to financial reporting objectives. To respond to this finding, we have
recommended entities consider the following elements of the financial reporting function:
•

•
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the overall control environment, for example:
–

governance structure, commitment to integrity and ethical values

–

assignment of authority and responsibility

–

resourcing and capability of the finance function

information systems and communication, for example:
–

risks related to IT applications, infrastructure and processes that impact the
processing of financial transactions

–

initiation, recording, processing and correcting of transactions

Audits of financial statements

–

capture, processing and disclosure of other events and conditions (other
than transactions) in the financial report

–

maintenance of accounting records

•

control activities, such as authorisations and approvals, review of reconciliations,
manual verifications, physical controls, safeguarding of assets, segregation of duties,
IT application controls

•

monitoring activities

•

financial reporting considerations, such as, key judgement areas and estimates, use
of experts, likelihood of fraud and error.

In addition to identifying business risks impacting on financial reporting objectives, the
assessment should identify key controls in place to mitigate the risks so as to provide a view
of residual risk exposures.
Documentation of key controls with financial processes
Entities are expected to maintain written financial records that correctly record and explain
the entity’s transactions and its financial position and performance, which enable true and
fair financial statements to be prepared and audited.
This obligation for those charged with governance and management, extends to ensuring
the entity’s records are complete and accurate, by adopting appropriate accounting policies
and designing and implementing appropriate controls and processes. This obligation exists
regardless of whether books and records are maintained in-house or outsourced to a third
party, or whether they are electronic or in hard copy.
Whilst many entities have documented procedures that provide guidance for staff who have
financial management responsibilities and which outline process steps for financial
transactions from initiation through to completion, we found 35 instances where the
documentation:
•

was not maintained or up to date

•

did not identify or document the key controls relied upon to mitigate financial
reporting or fraud related risks.

We have recommended entities enhance their financial management procedures by
specifically identifying key internal controls within financial processes, for example,
delegations, authorisations, reconciliations, IT application controls, segregation of duties and
monitoring controls. In this context, financial management procedures include; financial and
administrative procedures, financial management information system manuals, checklists
and templates. To be effective, these procedures need to be kept up-to-date and readily
accessible by staff.
Reliance on information produced by experts
Although those charged with governance are entitled to delegate the preparation of
financial statements to management, they are expected to take a diligent and intelligent

Audits of financial statements
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Basis for setting audit fees
Section 27 of the Audit Act provides that:
“(1) The Auditor-General is to determine whether a fee is to be charged for an audit
carried out by the Auditor-General under this Division and, if so a) the amount of that fee; and
b) the accountable authority liable to pay that fee.”
In relation to the tabling of Auditor-General’s reports on audits of the financial statements
of State entities and audited subsidiaries of State entities, the Audit Act also requires the
following at section 29(3):
“(3) A report under subsection (1) is to describe the basis on which audit fees are
calculated.”
To comply with section 29(3), the basis for setting audit fees for conducting audits of the
financial statements of State entities is detailed in this chapter. Audit fees are not charged
for performance audits, compliance audits or investigations. These audits and investigations
are funded from Appropriation.
This section explains the fee setting process for individual State entities, including:
•

the specific factors taken into account in proposing the fee (particularly the risk
assessment)

•

the assumptions upon which the fee is based in terms of, for example, the standard
of the entity’s control environment, coverage of internal audit, quality of working
papers and so on

•

what is included in the fee and what is not included

•

processes for agreeing additional fees if circumstances change or the assumptions
upon which the fee is based are not met.

Principle for audit fee determination
Fees are set for each State entity commensurate with the size, complexity and risks of the
engagement. These factors affect the mix of staff assigned to each audit and therefore the
overall fee. Staff are assigned hourly charge rates for use in determining the allocation of
work on the audit and in computing the fee. There is an expectation that audits of similar
complexity and risks will have a similar mix of staff.
Direct travel costs attributable to each audit are billed separately.
Principle for determining charge rates
Charge rates are based on the principle of the Office being able to recover its costs of
operation. Charge rates comprise 2 parts; direct salary cost and overhead recovery.
Application of audit fee matrix
A matrix (audit fee scale) has been developed to provide a guide for determining the
expected time to be taken on an audit. The scales are based on the following key variables:

Audits of financial statements
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In certain circumstances, for example, where a State entity faces a particular challenge to
manage high risks or there are particular local circumstances, a fee may fall outside the
noted bands. In these cases, the audit fee will be determined by the audit team in
consultation with entity management, reflecting the assessment of risk and the extent and
complexity of the audit work required.
Key assumptions
Fees are calculated on the basis that:
•

current accounting systems will be operating throughout the year with a
satisfactory appraisal of internal control

•

no errors or issues requiring significant additional audit work will be encountered
during the course of the audit

•

the standard period-end general ledger reconciliations will be available at the
commencement of the final audit visit

•

requests for additional information throughout the audit will be attended to in a
reasonably timely manner

•

agreed timetables will be met, within reason

•

financial statements, complete in all material respects, are submitted to audit in
accordance with statutory time limits

•

the nature of the entity’s business and scale of operations will be similar to that of
the previous financial year.

Use of specialist skills impact on fees
In certain circumstances, audit experts may be engaged to assist with an audit. Where this is
the case, it can result in higher costs being incurred. In these circumstances, the fee to be
charged will be determined by the audit team in consultation with entity management and
will reflect the size, complexity or any other particular difficulties in respect of the audit
work required. Where possible, such costs are absorbed within the base audit fee.
Additional audit fees
If the circumstances outlined under the section headed “Key assumptions” change in a year,
additional audit fees may be charged. Fees may be adjusted in the following circumstances:
•

changes to the size and nature of the entity and its operations

•

changes to the risks associated with a particular engagement

•

changes to accounting and auditing standards requiring greater audit effort

•

ad-hoc matters that impact upon significant balances within the financial
statements, such as a significant asset revaluation

•

unavoidable increases in costs of maintaining the Office.

There may also be circumstances where, based on the assessment of size, complexity and
risks of the engagement, audit fees may be reduced.
Audits of financial statements
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Additional work (including work arising from the adoption of new accounting standards or
issues associated with key risks and other matters arising) will be billed separately if it
cannot be absorbed into the existing fee.
Any future impact of agreed additional fees would be assessed in terms of the on-going
audit fee.
Communication of audit fees
In all cases, fees are communicated to each accountable authority prior to audit
commencement or during the planning phase of the audit.
Audits by arrangement
Audit fees to be charged for audits by arrangement will be determined by the audit team in
consultation with entity management and will reflect the size, complexity or any other
particular difficulties in respect of these types of audits. Fees will have regard to the time
taken, the audit staff assigned and their respective charge rates.
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Local government
Introduction
This chapter contains our financial analysis of Tasmanian local government entities subject
to audit, comprising 29 councils, 4 council controlled entities and 6 other local government
entities.

Local government sector developments
This section summarises significant developments that affected the operations of councils
identified during the course of the audits.

COVID-19
Throughout 2020-21, COVID-19 continued to have an impact on councils to varying degrees.
Material impacts are discussed under individual council key developments further below.

Local Roads and Community Infrastructure program
In May 2020 the Commonwealth Government announced the implementation of the Local
Roads and Community Infrastructure (LRCI) program, with the funding allocation for
Tasmania being $16.27 million. The program was developed to support councils to deliver
priority local road and community infrastructure projects across Australia. The aim of the
program was to support jobs and the resilience of local economies, whilst stimulating
growth and creating jobs in local communities in response to the impacts of COVID-19. The
LRCI program ran from 1 July 2020 to 31 December 2021, with projects physically required
to be completed by 30 June 2022.

Valuer-General valuations
In late 2020, the Valuer-General advised statutory valuations for properties in Tasmania,
due to be undertaken in 2020-21 in accordance with the Valuation of Land Act 2001, would
be delayed by 12 months due to Government4 restrictions imposed in response to
COVID-19. In early 2021 new contracts were awarded for the delayed valuations, the
outcomes of which will be gazetted as at 1 July 2022.
The valuations for the municipal areas not subject to valuation in 2020-21 will also be
delayed by 12 months and return to a two yearly program of fresh valuations.

Tasmanian Water and Sewerage Corporation Pty Ltd
In accordance with a Share Subscription and Implementation Agreement (the Agreement)
and a constitution amendment on 24 June 2021, the Government subscribed to a further
1,000,000 shares in the Tasmanian Water and Sewerage Corporation Pty Ltd (TasWater),
resulting in a 3.2 percent ownership interest at 30 June 2021. Following the issue of the

4

In this report, Government is a reference to the Tasmanian Government unless otherwise stated.
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additional shares to the Government, the percentage ownership interest held by the
29 council shareholders was adjusted.
The constitution amendment will allow the Government a further 7,000,000 shares by
30 June 2024 subject to the Government meeting its obligations to subscribe to shares in
accordance with the Agreement.
Distributions to owner councils totalled $10.00 million in both 2019-20 and 2020-21. The
Government is not entitled to any distributions in accordance with the Constitution.
TasWater’s equity increased from $1.44 billion at 30 June 2020 to $1.57 billion at
30 June 2021. This resulted in councils recognising increases in their investment in TasWater
in 2020-21, which totalled $113.72 million.

Individual council key developments
The following section summarises significant developments during 2020-21 affecting the
operations of individual councils.

Brighton Council
In 2020-21, Brighton Council agreed to sell specified assets and specified liabilities of
Microwise Australia Pty Ltd to Dornier Digital Pty Ltd at 30 June 2021. The sale excluded the
councilWise, PropertyWise and VacciWise software assets of Microwise Australia Pty Ltd,
which were transferred to the council. The software assets were subsequently licensed by
the council to Dornier Digital Pty Ltd for a 10 year period from 1 July 2021. Under the licence
agreement, the council has an irrevocable licence to continue to use the software.

Burnie City Council
Following a review of the organisational structure and governance arrangements for Tas
Communication Unit Trust and it’s corporate trustee, Burnie City Council acquired the net
assets and business operations of the Trust on 1 July 2021, leading to the winding up of the
Trust and it’s corporate trustee.

Clarence City Council
Legal action regarding rates equivalent dispute
Clarence City Council is involved in ongoing legal action relating to a rates equivalent
dispute. In September 2019, a judgement was handed down by the Federal Court of
Australia in favour of the Hobart International Airport. This decision was appealed by council
and on 6 August 2020, the Full Court of the Federal Court of Australia handed down a
decision to allow the appeal with the matter referred back to the Federal Court of Australia,
however the defendant has appealed the Full Court decision to the High Court of Australia.
The appeal was due to be heard in August 2021, however has been delayed due to COVID19. Clarence City Council assessed the recoverability of the outstanding rates equivalents
total as $4.02 million at 30 June 2021.
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Kangaroo Bay Development Precinct
In December 2020, Clarence City Council approved an unconditional extension of time for
substantial commencement of the Kangaroo Bay Development Precinct project. Under the
current sale and development agreement, the developer has until October 2022 to
commence substantial work on the site, and if not commenced, the buy-back clause will
come into effect.
Blundstone Arena
In June 2021, the Premier of Tasmania announced the planned establishment of a new State
entity, Stadiums Tasmania, to own, manage and develop Tasmanian stadium assets into the
future. As at 30 June 2021, discussions had commenced with Clarence City Council for the
transfer of Blundstone Arena to Stadiums Tasmania.

Devonport City Council
Devonport City Council continued progressing the Living City Masterplan, with Stage 1 now
complete, representing a $71.10 million investment for the City. Stage 2 commenced in
2019-20 with the commencement of both the new Waterfront Park precinct and the
privately funded hotel development. These developments have a combined construction
value of $57.00 million. It is expected the construction will be completed by mid-2022, with
an anticipated opening in late 2022.

Glenorchy City Council
In March 2019, Glenorchy City Council received confirmation of a $12.80 million grant to
fund the upgrade of the North Chigwell junior football hub and the King George V Football
Park redevelopment. An additional $0.50 million funding was confirmed from the
Government in January 2020, for the replacement of the change rooms at King George V
Football Park through the Levelling the Playing Field program. A further $1.00 million to
contribute to construction of new club rooms at King George V Football Park was allocated
to the Knights Football Club.
In total, Glenorchy City Council will receive $14.30 million in grant funding for these 2
projects. At the date of this report, the grant funding and the final funding agreement have
not yet been received.

Hobart City Council
The consequences of COVID-19 continued to impact Hobart City Council’s operations.
Specifically, parking fees and charges, parking fines, other fees and charges, distributions
from Council’s ownership interest in TasWater and rents on Council owned properties all
remained low or declined.
In addition to ensuring essential services, Council adopted a community support package
that included:
•

no rate increases in general and service rates for 2020-21

•

no increases in all other fees and charges

Local government
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•

financial hardship assistance of $0.61 million to ratepayers experiencing genuine
financial hardship

•

rent relief for tenants of Council owned properties experiencing financial hardship

•

community, creative and business grants program of $1.17 million.

Overall there was a negative impact on the reported result disclosed in the financial report
of $1.74 million.

Kingborough Council
Kingborough Council is expected to receive Commonwealth Grant Funding of $7.90 million
to undertake the Transform Kingston Project. As at 30 June 2021, Kingborough Council
received $2.00m, with the balance of the funding to be received between November 2021
and May 2023. The aim of the Transform Kingston Project is to improve traffic flow,
including cycling and pedestrian traffic in the area.

Launceston City Council
Birchalls building arcade
Launceston City Council purchased the former Birchalls building in 2019-20 with plans for
the building to be privately developed into a ground level arcade. Expressions of interest
have been submitted for the development and these will be further considered in 2021-22.
UTAS Stadium Future Direction Plan
In February 2021, Launceston City Council endorsed the UTAS Stadium Future Direction Plan
which aims to create a sustainable model for a fit-for-purpose sporting stadium in
Launceston. In June 2021, the Premier of Tasmania announced the planned establishment
of a new State entity, Stadiums Tasmania, to own, manage and develop Tasmanian stadium
assets into the future. As at 30 June 2021, discussions had commenced with Launceston City
Council for the transfer of UTAS Stadium to Stadiums Tasmania.
Queen Victoria Museum and Art Gallery
As at 30 June 2021, Launceston City Council was in discussions with the Government to
review the future funding and governance model for the Queen Victoria Museum and Art
Gallery.

George Town Council
George Town Mountain Bike Trail Development
Throughout 2020-21, George Town Council progressed the construction of the Mountain
Bike Trail development, with $0.99 million recognised as capital work in progress and
$2.48 million disclosed as a capital expenditure commitment at 30 June 2021. A grant
funding agreement is in place to fund $4.40 million of the construction cost of the bike
trails.
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Underlying result

$(9.10)m $(21.81)m6 $10.60m $22.01m
2020-21

2019-20

2018-19

2017-18

 58%

 (306%)

52%

39%

 improvement from prior year  deterioration from prior year  no material change from prior year

For the purpose of calculating a council’s underlying surplus or deficit (underlying result), we
have applied the definition of underlying surplus or deficit in the Local Government
(Management Indicators) Order 2014, as follows:
‘underlying surplus or deficit is the amount that is the recurrent income (not
including income received specifically for new or upgraded assets, physical
resources received free of charge or other income of a capital nature) of a
council for a financial year less the recurrent expenses of the council for the
financial year.’
The intent of the underlying result is to show the outcome of a council’s normal or usual dayto-day operations. It is intended to remove extraneous factors that could create volatility
and therefore make it difficult for users to understand the outcome of a council’s normal
operations.
The term ‘recurrent’ is a commonly used term by government entities to refer to
transactions for all purposes except those of a capital nature. While the meaning of the
word ‘recurrent’ may be interpreted as referring to items regularly occurring or repeating,
for the purposes of determining underlying result, it includes operational transactions that
may occur once or infrequently such as changes to existing decommissioning, rehabilitation,
restoration or similar provisions or financial support, subsidies, grants and programs to
organisations, businesses or industry. Recurrent transactions included gains or losses on
disposal of assets, unless there was an unusual reason for the disposal, such as a natural
disaster.
Income of a capital nature included amounts received that did not form part of operating
activities and were in connection with non-financial assets. Examples included capital Roads
to Recovery (RTR) funding, reimbursements of costs under the Natural Disaster Relief and
Recovery Arrangements (NDRRA), gains or losses from one-off disposal of surplus assets or
discontinued operations.
Other items, although not capital in nature, that would usually be excluded from underlying
result include Australian Government Financial Assistance Grants received in advance,
clearly identifiable clean-up costs after a natural disaster which were claimable under
insurance or NDRRA and payments or provisions in relation to a redundancy program.
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Balance amended from the 2019-20 Report due to the impact of prior period errors
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Flinders Council and King Island Council had significantly below average total rate revenue at
33.4 percent (2019-20, 32.4 percent) and 35.1 percent (2019-20, 37.4 percent) of total
operating revenue, respectively. For Flinders Council, the below average rate revenue was
offset by a higher proportion of grant revenue, 42.9 percent (2019-20, 44.0 percent)
compared with the rural average of 20.7 percent. For King Island Council, the below average
rate revenue was offset by a higher proportion of other revenue, 26.8 percent, compared
with the rural average of 5.9 percent. The majority of King Island Council’s other revenue
related to private works.
Urban councils generated a further 19.5 percent (2019-20, 18.3 percent) of revenue from
fees and charges, compared to the 11.8 percent (2019-20, 10.5 percent) generated by rural
councils. The increase in the percentages reflects the impact of COVID-19 on councils’ ownsource revenue in 2019-20.
The Local Government Association of Tasmania publishes a Council Cost Index (CCI) for each
year, which may be useful to councils in assessing increases associated with service delivery
when setting rates. The CCI is a composition of wage price index, road and bridge
construction index and consumer price index for Hobart and provided an aggregated picture
of service delivery cost movements at the State level.
The 2021 CCI indicated an average rate increase across the State of at least 0.95 percent was
likely necessary in 2020-21 to maintain current levels of service and assumed other revenue
sources also increased in line with costs. The mix of construction and non-construction
activity varied from council to council. Similarly, there were parts of Tasmania where
construction costs increased faster than the State average. Such factors were all of relevance
at the local level when councils determined the level of rate increase necessary to provide
services and meet council’s spending profile.
Over the 4 year period from 2017-18 to 2020-21, total rate revenue increased by
13.9 percent for urban councils and 14.6 percent for rural councils. This represented an
average annual increase of 3.5 percent and 3.7 percent, respectively. Total rate revenue
increases were impacted by changes in annual rate charges set by councils, as well as
movements in the number of rateable properties and rateable valuations.
Figure 16 shows the cumulative increase in council total rate revenue compared with the
cumulative CCI index. The increase in rates revenue includes general rate increases and
movements in the number of rateable properties.
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Cash and borrowings

$547.96m

$392.70m

Cash and financial
assets

Working capital

$277.77m
Interest-bearing
liabilities

At 30 June 2021, councils held cash and financial assets of $547.96 million,
(2019-20, $436.11 million) and $277.77 million in interest-bearing liabilities
(2019-20, $215.88 million).
Cash and financial assets held at 30 June 2021 by each council is shown in Figure 22.
Figure 22: Cash and financial assets held at 30 June 2021
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The advance payment of $40.79 million (2019-20, $40.54 million) of Australian Government
Financial Assistance Grants for 2021-22 was included in cash and financial assets at the end
of the financial year. Excluding these payments, overall cash and financial assets would have
been $507.16 million (2019-20, $395.57 million).
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Interest bearing liabilities of $277.77 million at 30 June 2021 increased by $61.89 million
from the prior year, partly due to the drawdown of loans under the Local Government Loans
Program provided by the Government, which commenced on 1 April 2020. Loan funding of a
maximum of $200.00 million was available through the program on a first come, first served
basis. For eligible projects, the Program provided assistance to councils through the
provision of loan interest rebates.
The low level of debt in comparison to cash held resulted in a strong working capital of
$392.70 million (2019-20, $335.69 million).
The 10 urban councils held $327.43 million, 59.8 percent, of cash and financial assets at
30 June 2021 and $205.09 million, 73.8 percent, of total borrowings. The 19 rural councils
held $220.53 million of cash and financial assets at 30 June 2021, with $72.68 million of
borrowings.

Cash expense cover ratio
The cash expense cover ratio is used to assess whether the level of unrestricted cash held by
each council was appropriate. In determining the level of cash held, we excluded cash
subject to external restrictions, unexpended specific purpose grants and grant funds
received in advance to arrive at an unrestricted cash balance.
The cash expense cover ratio compared the unrestricted cash balance against the total
payments for operating and financing activities from the cash flow statement, as the cash
flow statement is more reflective of the actual movements in cash. The ratio represented
the number of months a council can continue operating based on current monthly
expenditure. The ratio does not take into count capital expenditure requirements.
The following benchmarks were used to assess the adequacy of cash balances held:
•

less than 3 months – level of cash considered less than adequate

•

3 to 6 months – level of cash considered adequate

•

6 to 12 months – level of cash considered more than adequate

•

greater than 12 months – level of cash considered much more than adequate.

Figure 23 shows 1 urban and 10 rural councils with a cash expense cover ratio in excess of
12 months, with a further 5 urban council and 5 rural councils in the 6 to 12 month range.
Derwent Valley Council and Glamorgan Spring Bay Council had cash expense cover ratios that
were considered to be less than adequate, although Derwent Valley Council was only
marginally less than the three month benchmark at 2.8 months, compared to Glamorgan
Spring Bay Council of 0.89 months.
This ratio should not be considered in isolation but also take into account other ratios
around financial sustainability.
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Disposal of firearms and ammunition
Background
The Department of Police, Fire and Emergency Management (DPFEM) is charged with the
responsibility for the disposal of firearms and ammunition surrendered or seized under the
Firearms Act 1996 (Firearms Act).
Under section 149(5) of the Firearms Act, the Auditor-General is to, once every year,
arrange for an independent audit of all firearms and ammunition disposed of under the Act
and to report on the audit to Parliament. The commentary below relates to the audits
undertaken for the years ended 30 June 2020 and 30 June 2021.

Audit requirement under section 149(5)
The scope of the Firearms Act limits our audit requirement to firearms or ammunition
disposed of by the Crown, pursuant to the authority of the Firearms Act, in the following
circumstances:
•

by order of a magistrate under section 149(2)

•

as determined by the Commissioner of Police under section 149(3A) associated with
firearms or ammunition forfeited to the Crown after a conviction for inappropriate
storage

•

as determined by the Minister under section 104(4) associated with firearms or
ammunition forfeited to the Crown after a conviction for inappropriate conveyance.

The Firearms Act does not define what ‘disposed of’ means, but the interpretation of
‘disposed of’ is not limited to the destruction of firearms or ammunition and can include
disposal by other means, for example, a sale. For a disposal to occur, firearms or
ammunition must leave the Crown’s possession. Transfers of firearms or ammunition within
the Crown do not constitute a disposal.

DPFEM recording and disposal practices
DPFEM utilises the Firearms and Weapons Data (FAWD) system to record the details of all
seized and surrendered firearms and ammunition. DPFEM stores held firearms and
ammunition securely until there is a sufficient quantity to warrant physical destruction.
The following recommendations brought forward from previous audits were satisfactorily
addressed during 2020-21:
•

strengthen controls over the recording and disposal of ammunition

•

review the appropriateness of transfers of ammunition to other Crown entities

•

implement annual audits of property books in accordance with the Tasmanian Police
Manual.
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One recommendation relating to the recording of information in the FAWD system to
document whether disposals occurred under sections 149(2)(c), 149(3A) or 104(4) of the
Firearms Act remains unresolved.

Inability to form an opinion on disposals
Despite attempts by DPFEM over the last 12 months to improve information captured in the
FAWD system, the inability of the FAWD system to document whether disposals occurred
under sections 149(2)(c), 149(3A) or 104(4) of the Firearms Act prevents us from being able
to conduct an audit in accordance with section 149(5) of the Firearms Act. Consequently,
the independent auditor’s report for the years ended 30 June 2020 and 30 June 2021
contain a disclaimer of opinion in respect of DPFEM’s compliance with the requirements of
the Firearms Act with respect to disposals made:
•

by order of a Magistrate (section 149(2)(c))

•

upon determination of the Commissioner of Police (section 149(3A))

•

upon determination of the Minister (section 104(4)).

Legislative reform
Given the inability of the FAWD system to document whether disposals occurred under
sections 149(2)(c), 149(3A) or 104(4) of the Firearms Act, we consider a broader audit
examining all disposals under the Firearms Act would be more effective than the existing
audit requirement to focus solely on disposals under these sections. We have raised this
with the Minister administering the Firearms Act, to determine whether legislative changes
are necessary to deal with the current inability to conduct an audit in accordance with
section 149(5) of the Firearms Act.
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Acronyms and abbreviations
Audit Act

Audit Act 2008

COVID-19

Novel Coronavirus disease pandemic

CCI

Council Cost Index

DPFEM

Department of Police, Fire and Emergency Management

FAWD

Firearms and Weapons Data

Firearms Act

Firearms Act 1996

GGS

General Government Sector

LRCI program

Local Roads and Community Infrastructure program

LG Act

Local Government Act 1993

MCH Fund

Mersey Community Hospital Fund

NDRRA

Natural Disaster Relief and Recovery Arrangements

RTR

Roads to Recovery

TAFR

Treasurer’s Annual Financial Report

TASCORP

Tasmanian Public Finance Corporation

TasWater

Tasmanian Water and Sewerage Corporation Pty Ltd

The Trust

National Trust of Australia (Tasmania)

UTAS

University of Tasmania

Acronyms and abbreviations
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Audit Mandate and Standards Applied
Mandate
Section 17(1) of the Audit Act 2008 states that:
‘An accountable authority other than the Auditor-General, as soon as possible and
within 45 days after the end of each financial year, is to prepare and forward to the
Auditor-General a copy of the financial statements for that financial year which are
complete in all material respects.’
Under the provisions of section 18, the Auditor-General:
‘(1)

is to audit the financial statements and any other information submitted by a
State entity or an audited subsidiary of a State entity under section 17(1).’

Under the provisions of section 19, the Auditor-General:
‘(1)

is to prepare and sign an opinion on an audit carried out under section 18(1)
in accordance with requirements determined by the Australian Auditing and
Assurance Standards

(2)

is to provide the opinion prepared and signed under subsection (1), and any
formal communication of audit findings that is required to be prepared in
accordance with the Australian Auditing and Assurance Standards, to the
State entity’s appropriate Minister and provide a copy to the relevant
accountable authority.’

Standards Applied
Section 31 specifies that:
‘The Auditor-General is to perform the audits required by this or any other Act in
such a manner as the Auditor-General thinks fit having regard to (a)

the character and effectiveness of the internal control and internal audit of
the relevant State entity or audited subsidiary of a State entity; and

(b)

the Australian Auditing and Assurance Standards.’

The auditing standards referred to are Australian Auditing Standards as issued by the
Australian Auditing and Assurance Standards Board.
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