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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 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. 8 of 2020-21: 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 2019 and 30 June 2020. This second volume contains the findings from all 
audits completed for the years ended 31 December 2019 and 30 June 2020 together with 
commentary on the local government sector.  

This report has been prepared as at 3 March 2021.  Due to some client specific matters still 
being addressed, two audits had yet to be completed.  

The information provided in this report summarises the financial audits undertaken under 
sections 16 and 18 of the 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 2019 and 
30 June 2020.  

This report includes summaries relating to: 

• the timeliness of financial reporting  

• audit opinions on financial statements  

• audit findings  

• prior period errors  

• the local government sector. 

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. 

 

                                                      

1 Give a true and fair view in the case of entities reporting under the Corporations Act 2001. 
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Results of financial statement audits 
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 an audit is to enhance the degree of confidence in the financial statements by 
expressing an opinion on whether they present fairly, in all material respects, the financial 
performance and position of the entity and were prepared in accordance with the relevant 
financial reporting framework. 

This chapter summarises the financial audits undertaken under sections 16 and 18 of the 
Audit Act. Audits undertaken by arrangement under section 28 of the Audit Act are not 
included. 

Submission of financial statements  
State entities and audited subsidiaries of State entities are required to submit financial 
statements to the Auditor-General within 45 days after the end of each financial year. For 
31 December 2019 and 30 June 2020 financial reporting, the deadlines fell on 
14 February 2020 and 14 August 2020, respectively. Before accepting the financial 
statements as submitted, the Auditor-General determines whether the financial statements 
are complete in all material respects. 

The Treasurer’s Annual Financial Report (TAFR), comprising the statements reporting on the 
transactions within the Public Account during the financial year and the balances in the 
Public Account at the end of the financial year and those statements required to be 
prepared in accordance with the requirements of any written law, are to be submitted to 
the Auditor-General before 30 September each year.  

State entities and subsidiaries of State entities 31 December 2019 and 30 June 2020 

158 86% 
Financial statements submitted Financial statements submitted on time 

TAFR comprising General Government Sector (GGS) financial statements and Public 
Account statements 

Financial statements received 29 September 2020 

For the years ended 31 December 2019 and 30 June 2020, 22 State entities failed to meet 
their submission deadline, compared to 20 State entities2 that failed to meet the submission 

                                                      

2 The Report of the Auditor-General No. 6 of 2019-20, Auditor-General’s Report on the Financial Statements of 
State entities Volume 2 - Audit of State entities and audited subsidiaries of State entities 2018-19 reported 14 
entities failed to meet their submission deadline. This number was for the 30 June 2019 balance date only and 
did not include entities where the audits had been dispensed.  
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Timeliness of audit completion 
The Auditor-General must audit the financial statements and issue an audit report outlining 
compliance with relevant legislation and accounting standards within 45 days of the date of 
submission. For financial statements submitted on 14 February 2020 and 14 August 2020, 
our deadlines fell on 30 March 2020 and 28 September 2020, respectively. 

The audit of the financial statements in TAFR are required to be completed in sufficient time 
to enable the Treasurer to table the report in Parliament by 31 October each year.  

State entities and audited subsidiaries of State entities 31 December 2019  
and 30 June 2020 

563 
Audits reports issued within deadline 

TAFR comprising GGS financial statements and Public Account statements 

Audit reports issued within deadline on 30 October 2020 

Fifty three audits for the years ended 31 December 2019 and 30 June 2020 were not 
completed within required deadlines, compared to 39 for 31 December 2018 and 30 June 
2019. The impacts of COVID-19, including working remotely, greater reliance on technology 
and delayed client responsiveness, combined with staff shortages in the Office, significantly 
affected our ability to complete audits within the statutory timeframes. 

Audit opinions on financial statements 
Types of audit opinions on the financial statements  

The Auditor-General is required to issue an opinion on each financial statement audit 
conducted under the Audit Act. Australian Auditing Standards prescribe the auditor’s 
reporting responsibilities, including the responsibility to form an opinion on whether the 
financial statements present fairly, in all material respects, the financial performance and 
position of State entities and were prepared in accordance with the relevant financial 
reporting framework.  

An opinion may be either: 

• unmodified, when the auditor concludes that the financial statements were 
prepared, in all material respects, in accordance with the applicable financial 
reporting framework 

• modified, (i.e., qualified opinion, adverse opinion or disclaimer of opinion) if the 
auditor concludes that the financial statements as a whole were not free from 
material misstatement or was unable to obtain sufficient appropriate audit 
evidence. 

The types of audit opinions that may be issued in an independent auditor’s report are 
depicted in Figure 2. 

                                                      

3 Based on completed audits, excluding dispensed with audits. 
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Qualified audit opinions  

A qualified audit opinion is issued when a specific part of the financial statements contains a 
material misstatement or adequate evidence to support a material area cannot be obtained, 
but the remainder of the financial statements is fairly presented, in accordance with the 
relevant financial reporting framework. 

King Island Council Council undertook an independent revaluation of road 
infrastructure as at 30 June 2020 and recognised the 
valuation in the financial statements for the year ended 
30 June 2020.  

Notwithstanding the revaluation on 30 June 2020, the audit 
opinion on the financial statements remained modified due 
to the possible effect on comparability of the 30 June 2019 
road infrastructure and associated asset revaluation 
reserve balances. 

National Trust of Australia 
(Tasmania) 

As at 30 June 2019, the Trust held certain heritage 
collections but not all of these assets were not recognised 
in the financial statements. The Trust recognised the 
remaining heritage collection assets during 2019-20.  

Notwithstanding recognition of the remaining items, the 
audit opinion on the 30 June 2020 financial statements 
remained modified due to the possible effect on 
comparability of the 30 June 2019 heritage collection 
assets balances. 

Audit opinions issued with an emphasis of matter paragraph 

Two unmodified audit opinions were issued with an emphasis of matter paragraph, which 
was used to highlight matters that, although appropriately presented or disclosed in the 
financial statements, were fundamentally important to bring to the financial statement 
users’ attention so as to assist with their understanding of the financial statements. 
Including an emphasis of matter paragraph does not modify the audit opinion. 

An emphasis of matter paragraph was included in the auditor’s report for the following 
entities: 

Tasmanian Public Finance 
Corporation (TASCORP) 

The emphasis of matter paragraph drew 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). 
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Tasmanian Affordable 
Housing 

The emphasis of matter paragraph drew 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 
non-current. Note 15 stated the directors resolved to adopt 
a non-going concern basis due to the activities of 
Tasmanian Affordable Housing having ceased.  

Audit opinions issued with a material uncertainty related to going concern paragraph 

Two unmodified audit opinions were 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 report. 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 the following entities: 

Abt Railway Ministerial 
Corporation 

The emphasis of matter paragraph drew attention to note 
1.3 in the financial statements which disclosed Abt Railway 
Ministerial Corporation, as a consequence of the impact of 
the COVID 19 pandemic, incurred a loss of $0.25m for the 
year ended 30 June 2020.  

Abt Railway Ministerial Corporation had projected a loss of 
$5.00m before depreciation and Government 
appropriation revenue for the year ending 30 June 2021. 
There was uncertainty as to the amount of appropriation 
revenue Abt Railway Ministerial Corporation would receive 
for the year ending 30 June 2021 and whether it had 
sufficient financial resources to cover the projected loss.  

Note 1.3 stated these events or conditions, along with 
other matters, indicated a material uncertainty existed that 
may cast significant doubt on Abt Railway Ministerial 
Corporation’s ability to continue as a going concern. 

National Trust of Australia 
(Tasmania) (the Trust) 

The emphasis of matter paragraph drew attention to 
Note 1(u) in the financial report, which indicated that the 
Trust had a negative working capital of $0.24m at 30 June 
2020, a decline of $0.62m from the prior year. In addition, 
after excluding income arising from the initial recognition 
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of heritage collection assets, the Trust incurred a loss of 
$0.32m for the year ended 30 June 2020.  

There is uncertainty as to whether the Trust has sufficient 
financial resources to cover a similar decline in the year 
ending 30 June 2021. As stated in Note 1(u), these events 
or conditions, along with other matters as set forth in 
Note 1(u), indicated that a material uncertainty existed that 
may cast significant doubt on the Trust’s ability to continue 
as a going concern.  

Findings from 31 December 2019 and 30 June 2020 
audits 

31 December 2019 
30 June 2020 

31 December 2018 
30 June 2019 

146 140 186* 138* 

Audit matters raised Audit matters raised 
in prior periods 

assessed as 
unresolved 

Audit matters raised Audit matters raised 
in prior periods 

assessed as 
unresolved 

* Figures have been amended from the 2019 Report, with findings for all December 2018 and June 2019 
completed audits being included. 

Deficiencies in internal controls, accounting issues, governance matters and unresolved 
issues identified during an audit are reported to management, those charged with 
governance of State entities and relevant Ministers. These are communicated by way of 
management letters, which include finding observations, related implications, 
recommendations and risk ratings. Management responses to findings are also reported 
together with the expected dates matters are to be resolved by. 

Each finding is categorised as high, moderate or low risk, depending on its potential impact. 
The definition of these risk categories is contained in the Guide to using reports on the audit of 
financial statements of State entities, which is available on the Office's website: 
www.audit.tas.gov.au  

The following tables summarise findings for 31 December 2019 and 30 June 2020 by both 
area and sector. 
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• Northern Tasmania Regional Development Corporation Ltd – recognition of council 
contributions. 

• Tasman Council – year end reconciliation processes. 

Management responses acknowledging and providing proposed responses to these matters 
have been received from the respective entities. 

Moderate risk findings  
Moderate risk findings covered a broad range of matters. Moderate risk findings for Assets 
related to less pervasive findings associated with asset revaluation processes and 
reconciliation of asset registers.  

Account security and software access controls dominated the moderate findings in the IT 
Systems and Security category. Issues also included methods of calculating leave balances, 
controls surrounding bank reconciliation processes and breakdowns in the design and 
implementation of key internal controls in payroll, payments and receipting systems. The 
Other classification findings include a number of accounting and financial reporting matters. 

Low risk findings  
Low risk findings were found across all areas but were generally considered to be isolated, 
non-systemic or procedural in nature. In some cases they represented opportunities to 
improve existing processes or further strengthen existing controls, particularly in Assets, IT 
systems and security and payroll. 

Prior year findings 

45% 
Issues previously reported remained unresolved 

Unresolved prior years findings are followed up each year to confirm whether they have 
been resolved or satisfactory addressed by management. The status of previously reported 
findings is summarised in Figure 4. 
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Kingborough Council  

(Local Government)  

During 2019-20, Kingborough Council identified errors in 
the calculation of values of non-cash vested (contributed) 
assets that were capitalised at incorrect values in previous 
financial years.  

Infrastructure assets were overstated by $1.98m, together 
with accumulated funds (contributions revenue, net of 
depreciation), at 1 July 2018. 

Sorell Council 
(Local Government) 

During the revaluation of transport infrastructure and land, 
and through a review of buildings, stormwater and land 
improvement assets, Sorell Council identified: 

• assets not previously recorded 

• assets not owned by Sorell Council 

• assets that could not be found or should not have 
been valued. 

The impact on the 2018-19 financial statements was net 
assets and accumulated surplus were both overstated by 
$0.30m. In addition, the depreciation expense was 
overstated by $35 000. 

A prior period error was recognised as at 1 July 2018 
adjusting opening accumulated surplus, property plant and 
equipment and the depreciation expense. 

TasRacing Pty Ltd 

(Government Business) 

During 2019-20, it was discovered that a parcel of land 
previously owned by TOTE Tasmania Pty Ltd had not been 
recognised in the financial records of Tasracing at its 
inception.  

The net impact on the financial statements was net assets 
and equity were both understated by $0.19m. 

A prior period error was recognised as at 1 July 2018 
increasing land assets and issued capital. 

Department of Primary 
Industries, Parks, Water 
and Environment (DPIPWE) 

(GGS) 

During 2019-20, a reconciliation was performed of land 
assets within DPIPWE’s asset register with external land 
databases. The process identified eight Parks and Wildlife 
Service assets recorded on the asset register, but no longer 
controlled by DPIPWE. In addition, one asset not recorded.  

A prior period error was recognised as at 1 July 2018 
decreasing both national parks, reserves and crown land 
and accumulated funds by $19.25m. 
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DPIPWE 

(GGS) 

In 2019-20, a reconciliation was performed of all 
infrastructure and plant and equipment assets, in DPIPWE’s 
asset register, with the Parks and Wildlife Service asset 
management system. The reconciliation identified 62 
assets as incorrectly recorded on DPIPWE’s asset register. 

A prior period error was recognised as at 1 July 2018 
decreasing infrastructure assets and the asset revaluation 
reserve by $11.19m and $12.53m, respectively. 
Accumulated funds increased by $1.34m. 

National Trust of Australia 
(Tasmania)  

(Other) 

During 2019-20, it was found that valuations undertaken in 
prior years on the heritage assets had not been recorded in 
the collection database at 30 June 2019. In 2018-19, the 
Trust incorrectly assumed the collection database 
represented all of the valued collection assets at balance 
date. Based on this assumption, the value of assets 
recognised in the Statement of Comprehensive Income of 
$1.10m and the balance of heritage collection assets at 
30 June 2019 recorded in the Statement of Financial 
Position of $3.50m were both incorrect. 

A prior period error was recognised as at 1 July 2019 
decreasing infrastructure assets and the asset revaluation 
Revenue and Property, Plant and Equipment by $0.53m. 

2 
Work in Progress 

Launceston City Council 
(Launceston City) 

(Local Government) 

A review of work in progress identified costs that should 
have been expensed rather than capitalised. These costs 
related to the purchase and construction of assets not 
controlled by Launceston City. The costs were incurred 
before 1 July 2018. 

A prior period error was recognised as at 1 July 2020 
reducing both opening revenue reserves and property, 
infrastructure and plant and equipment by $14.29m. 

Department of Health 
(DoH) 
(GGS) 

During 2019-20, DoH identified capitalised work in progress 
in relation to the Royal Hobart Hospital redevelopment was 
incorrectly recorded in the 2017-18 financial statements. 
Work in progress included $62.92m which related to 
sections of work which had been completed and was in use 
by the Tasmanian Health Service (THS) prior to 30 June 
2018. Work in progress also included $15.90m of project 
related expenditure that did not qualify for capitalisation. 



 

 Results of financial statement audits 17 

 

A prior period error was recognised as at 1 July 2018 
reducing the value of buildings by $78.82m and increasing 
grants and subsidies, and supplies and consumables 
expenses by $62.92m and 15.90m, respectively. The 
increase in expenses resulted in accumulated funds 
(deficits) increasing by $78.82m. 

7 
Other 

Glenorchy City  

(Local Government) 

In 2019-20, Glenorchy City found equipment and furniture 
assets that were not being depreciated.  

The depreciation expense was adjusted in 2018-19 by 
$0.24m, with an adjustment to the depreciation expense in 
2017-18 processed as at 1 July 2018, $0.26m. 

Glenorchy City  

(Local Government) 

Glenorchy City identified both an asset purchase and sale 
incorrectly recorded in the 2018-19 financial statements. 

The net impact on the 2018-19 financial statements was 
equipment furniture and fittings and the net result for the 
year were both understated by $26 000. 

Huon Valley Council 

(Local Government) 

During 2019-20, it was discovered an invoice was issued in 
error. The net impact of the error resulted in other income, 
trade and other receivables and accumulated surplus all 
being overstated by $0.17m in 2018-19. 

Huon Valley Council 

(Local Government) 

During the year Huon Valley Council identified depreciation 
for property, plant and equipment was incorrectly 
calculated in the 2018-19 financial year. This error result in 
depreciation being understated and property, 
infrastructure, plant and equipment being overstated, each 
by $78 000. 

Housing Tasmania 
(GGS) 

During 2019-20, the Department of Communities Tasmania 
identified a project code created during the 2018-19 
financial year was not allocated to the Housing Tasmania 
reporting entity. This resulted in the transactions and year 
end balances associated with this cost centre not being 
included in Housing Tasmania’s 2018-19 financial 
statements. 

The net impact on the 2018-19 financial statements was 
the net result for the year and net asset position were both 
understated by $8.86m. 
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 A prior period error was recognised as at 1 July 2018 
adjusting opening retained earnings, appropriation capital, 
employee benefits expense, supplies and consumables, 
grants and subsidies expense, receivables, property plant 
and equipment and equipment, payables, employee 
benefit liabilities and other liabilities. 

Tasmanian Health Service 

(GGS) 

During 2019-20, it was identified assets transferred from 
DoH to THS in relation to the Royal Hobart Hospital 
redevelopment had not been recorded correctly in the 
2017-18 financial statements.  

Completed works transferred from the DoH to THS for no 
consideration should have been recorded as grants in the 
Statement of Comprehensive Income. As the works related 
to sections of the Royal Hobart Hospital site which had 
been valued by the Office of the Valuer-General as at 
30 June 2018, the carrying value of the transferred assets 
was correctly recorded as at that date but the asset 
revaluation reserve was overstated. 

A prior period error was recognised as at 1 July 2018 
increasing grants revenue and reducing the asset 
revaluation reserve by $62.92m. 

Macquarie Point 
Development Corporation 

(Government Business) 

During 2019-20, the Macquarie Point Development 
Corporation identified contributions relating to the transfer 
of ownership of the Macquarie Point site land and buildings 
to the Corporation were incorrectly recorded in the 2018-
19 statements. 

The amount of the contributions had not been reduced for 
existing assets relating to building improvements. 

A prior period error was recognised to reduce the 2018-19 
contributions received by $3.47m with offsetting 
corrections to land and buildings balances of $2.75m and 
$0.72m, respectively. 
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Local government 
Introduction 
This chapter contains our financial analysis of Tasmanian local government entities subject 
to audit, comprising the 29 councils, 4 subsidiaries and 6 other entities.  

At the date of this report, the audits of all financial statements for the year ended 30 June 
2020 have been completed. Due to delays in submission of financial statements by two 
councils in 2019, a report was not produced for 2018-19. However, comparative information 
in this report has been updated to reflect the finalisation of all 2018-19 audits. 

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

COVID-19 
Councils were all impacted by the COVID-19 pandemic to varying degrees. Common impacts 
included: 

• providing relief and assistance to the community to assist in alleviating financial 
burdens faced by them. Such measures included: 

- rate waivers  

- waiving of penalty interest on outstanding rates 

- no fees for community groups for hiring of council facilities 

- suspension of increases in rates, user charges and fees 

- extending financial hardship policies  

- assistance for economic recovery through fast-tracked capital works 

- periods of free parking 

- development of promotions and event programs to support community 
recovery 

• councils encountering additional costs to ensure adequate physical distancing, 
hygiene and cleaning measures were implemented in both the workplace and the 
community  

• decreased employee leave resulting in higher leave liability balances at 30 June 
2020   

• employees transitioning to working from home arrangements 

• changes to internal control environments and processes as a result of working from 
home. 
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Tasmanian Water and Sewerage Corporation Pty Ltd  
In accordance with a Share Subscription and Implementation Agreement (the Agreement), 
the Tasmanian Government subscribed to a further one per cent ownership interest in the 
Tasmanian Water and Sewerage Corporation Pty Ltd (TasWater) in 2019-20, resulting in a 
two per cent ownership interest at 30 June 2020. Following issue of additional shares to the 
Tasmanian Government, the percentage ownership interest held by the 29 council 
shareholders was adjusted. Similar changes will occur each financial year up to 30 June 2028 
subject to the Tasmanian Government meeting its obligations to subscribe to shares in 
accordance with the Agreement. 

Distributions to owner councils decreased from a total of $20.00m in 2018-19 to $10.00m in 
2019-20. TasWater made a decision to not pay additional interim or final dividends for 
2019-20 given the uncertainty of the impact COVID-19 would have on its financial results.  

TasWater’s equity decreased from $1.86bn at 30 June 2019 to $1.44bn at 30 June 2020. The 
decrease was primarily due to a revaluation decrement of $442.40m associated with 
TasWater’s water and sewerage assets. This resulted in councils recognising significant 
decreases in their investment in TasWater in 2019-20, which totalled $427.07m. 

Model financial statements 
Amendments to the Local Government Act 1993 (the Act), as contained in the Local 
Government Amendment (Targeted Review) Act 2017, will require use of the Local 
Government Model Financial Statements (the model) by Councils. The model will be 
provided by the Auditor-General but issued, and published by, the Director of Local 
Government. 

The aim of these changes is to provide greater consistency in financial reporting leading to 
improved comparability of council financial performance and position. 

While the commencement date has yet to be proclaimed, it is anticipated the model will 
apply from financial years ending on or after 30 June 2022.  

Individual council key developments 
The following section summarises some significant developments during 2018-19 and 
2019-20 affecting the operations of individual councils identified during the course of our 
audits.  

Glenorchy City  
Glenorchy City entered into negotiations to sell the Derwent Entertainment Centre and land 
at Wilkinsons Point to the Tasmanian Government. These negotiations formed part of the 
Tasmanian Government’s broader negotiations to develop these assets into a waterfront 
sports, retail and entertainment precinct and to facilitate the establishment of a team in the 
Tasmanian National Basketball League. Glenorchy City retained the foreshore at Wilkinsons 
Point, securing the future of existing infrastructure and ensuring public access. 

Negotiations were finalised after 30 June 2020 with the sale completed on 4 November 
2020 for the sum of $8.00m. 
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Hobart City  
Hobart City continued working with the Australian and Tasmanian Governments and 
Clarence City, Glenorchy City, and Kingborough Council to progress the Hobart City Deal. 
The Hobart City Deal (City Deal) Implementation Plan was released in October 2019. The 
City Deal is a shared vision encouraging the development of Greater Hobart over the next 10 
years.  The City Deal included a range of commitments and projects including improved 
public transport, housing and urban renewal.   

In its first year of implementation, key achievements included: 

• $20.80m commitment to new park and ride and bus services in Kingston, expected 
to reduce congestion in Hobart  

• progressing a number of initiatives for investment in affordable housing in the 
Greater Hobart area.  

Launceston City  
Launceston City further progressed the City Heart Project with the completion of the Civic 
Square redevelopment at a total cost of $7.12m.  

Additional projects completed during 2018-19 and 2019-20 included: 

• North Bank redevelopment (now known as Riverbend Park), including the 
pedestrian bridge, $14.00m  

• CH Smith carpark, $10.08m. 

Launceston City announced plans for the redevelopment of the former Birchalls building 
and Paterson Street Central carpark for the construction of a bus interchange and 
undercover arcade. Council partnered with the Tasmanian Government to develop the bus 
interchange, which will allow the relocation of bus stops currently located in St John Street, 
and allow for future redevelopment of the street as part of the City Heart Project.  Council's 
purchase of the vacant Birchalls building will facilitate the private development of a ground-
level arcade, linking through to the Brisbane Street Mall. 

Council expected aspects of the redevelopment to commence in 2020-21, however recent 
delays will defer the commencement of work until 2021-22. 

Devonport City Council  
Further progress was made with the Living City strategy, with site works commencing on the 
$15.00m Waterfront Park redevelopment.  

Additionally, on 29 June 2020 Council sold the parcel of land on which the privately funded 
$40.00m Waterfront Hotel was to be constructed.  

Aggregated financial statements 
This section focuses on the aggregated financial information for all 29 councils, including 
subsidiaries but excluding other local government entities. Transactions between councils 
have not been identified or eliminated in our aggregation of the financial statements.  
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As Financial Assistance Grants are untied and have no performance obligations, AASB 1058 
Income of Not-For-Profit Entities requires councils recognise the advance payments as 
revenue when  received. The advance payments have been adjusted for in the calculation of 
the 2019-20 underlying result, with the 2018-19 advance payment for 2019-20 included in the 
calculation and the 2019-20 advance payment for 2020-21 excluded. The Net surplus balance 
reflects the funding actually received and is not adjusted for the advance payments. 

Underlying result 

$(19.27)m 
2019-20 

 (282%) 

$10.60m 
2018-19 

 (52%) 

$22.01m 
2017-18 

39% 

$15.86m 
2016-17 

27% 
  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 day-
to-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 included 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, 
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The underlying surplus ratio for urban councils decreased from a positive 3.7% in 2017-18 to 
a negative 2.8% in 2019-20. As noted previously, the main drivers were increased employee 
costs and depreciation expense, which were not supported by similar increases in revenue.  

The underlying surplus ratio for rural councils decreased from a positive 1.8% in 2018-19 to 
negative 1.3% in 2019-20. The decline for rural councils was not as dramatic, due to the 
impact of the improvement in Flinders’ underlying result, as noted previously. 

The 4-year average underlying surplus ratio by individual council is shown in Figure 9. 
Fourteen councils recorded an average ratio for the four-year period less than break-even.  

Figure 9: Four-year average underlying surplus ratio 
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Notable items from the average underlying surplus ratios included: 

• King Island Council recorded underlying deficits in all four years, with ratios ranging 
from negative 18.1% in 2018-19 to negative 5.9% in 2017-18 

• Brighton, Burnie City, Flinders and Kingborough Councils recorded underlying 
deficits in three of the past four years 

• Flinders achieved an underlying surplus in 2019-20 following three years of 
underlying deficits 

• the four-year average changed from positive to negative after the 2019-20 results 
for Circular Head , Devonport City, Glenorchy City, Hobart City and Launceston City 
Councils. 

Revenue 

$824.49m 
Operating revenue 

0.9% 

$727.82m 
Own-source revenue 

0.8% 

$535.65m 
Total rate revenue 

4.3% 

 $96.68m 
    Operating grants 

1.8% 
  improvement from prior year    deterioration from prior year   no material change from prior year 

Councils recorded Operating revenue of $824.49m in 2019-20, an increase of $7.47m from 
2018-19.  

Councils’ own source revenues represented operating revenue other than recurrent grants. 
In general terms, urban councils with larger populations had the ability to generate higher 
levels of own source revenue. Smaller rural councils, with lower population levels, relied 
more heavily on grant funding.  

Urban grant funding in 2019-20 was 7.4% of total revenue (2018-19, 7.3%) compared with 
21.0% (21.0%) for rural councils. This is further illustrated in Figure 10. 
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Cash and borrowings 

$436.11m 
Cash 

$335.69m 
Working capital 

$215.88m 
Interest-bearing 

liabilities 

At 30 June 2020, councils held cash and financial assets of $436.11m, (2018-19, $443.46m) 
and $215.88m in interest-bearing liabilities (2018-19, $176.43m).  

Figure 17: Cash and financial assets held 30 June 2020 

 
The advance payment of $38.88m of Australian Government Financial Assistance Grants for 
2020-21 was included in cash held at the end of the financial year. Excluding these payments, 
overall cash held would have been $296.81m ($404.07m). 
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Interest bearing liabilities of $215.88m at 30 June 2020 increased by $39.45m from the prior 
year, partly due to the drawdown of loans under the Local Government Loans Program 
provided by the Tasmanian Government, which commenced on 1 April 2020. Loan funding 
of a maximum of $200m 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 
$335.69m (2018-19, $356.88m).  

The 10 urban councils held $237.63m, 54.5%, of cash and financial assets at 30 June 2020 
and $159.66m, 74.0%, of total 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 capital expenditure requirements. 

The following benchmarks were adopted by the Office to assess the adequacy of cash 
balances held: 

• less than three months – level of cash considered less than adequate 

• three to six months – level of cash considered adequate 

• six to 12 months – level of cash considered more than adequate 

• greater than 12 months – level of cash considered much more than adequate.  
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Other local government entities 
Entities included in this section are: 

• single, joint or controlling authorities controlled by councils established under the 
Local Government Act 1993 (LG Act): 

- Copping Refuse Disposal Site Joint Authority, trading as Southern Waste 
Solutions (SWS), including its wholly owned subsidiary, C-Cell Pty Ltd as 
trustee of the C Cell Unit Trust 

- Cradle Coast Authority 

- Dulverton Regional  Waste Management Authority (DRWMA) 

- Launceston Flood Authority (LFA) 

- Microwise Australia Pty Ltd 

- Southern Tasmanian Councils Authority (STCA) 

• LGAT  

• Northern Tasmania Development Corporation Ltd  

• Tasmanian Communication Unit Trust. 

All entities were subject to audit. The reporting framework for these entities was prescribed 
by enabling legislation or rules. In our analysis of financial performance we have, where 
necessary, re-allocated certain revenue or expenditure items to better assist readers to 
interpret financial performance. For C-Cell Pty Ltd, LGAT and LFA, we accepted preparation 
of special purpose financial statements. All other entities prepared general purpose financial 
statements.  

Collectively, Other local government entities controlled Net assets valued at $53.03m at 
30 June 2020 (2019, $40.75m). 

They reported a combined Underlying surplus of $13.63m for 2019-20 (2018-19, $7.33m). 

Equity accounting  
Both SWS and DRWMA were equity accounted by councils that had respective equity 
interests in these entities. This means that, following initial recognition, the carrying amount 
of the investment in the entity increased or decreased to recognise each participating 
council’s share of the joint authority’s operating result, with a corresponding amount 
recognised in each council’s income statement. Distributions received from the joint 
authority reduced the carrying amount of the investment.  
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Notes 

1 Financial results and information for these subsidiaries have been included within the consolidated financial 
results for their parent entity. 2 Financial results and information for these equity investments have been 
included within the consolidated financial results of various councils. 

3 Financial results and information for these other local government entities are not included in the 
consolidated results of councils. 

4 LGAT includes the consolidated general account and assist account.  
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Acronyms and abbreviations 
AASB 1004 AASB 1004 Contributions 

Audit Act Audit Act 2008 

Clarence City Clarence City Council 

COVID-19 Novel Coronavirus disease pandemic 

CCI Council Cost Index 

DoH Department of Health 

DPIPWE Department of Primary Industries, Parks, Water and Environment 

DRWMA Dulverton Regional Waste Management Authority 

Flinders Flinders Council 

GGS General Government Sector 

Glenorchy City Glenorchy City Council 

Hobart City Hobart City Council 

Launceston City Launceston City Council 

LFA Launceston Flood Authority 

LG Act Local Government Act 1993 

LGAT Local Government Association of Tasmania 

NDRRA Natural Disaster Relief and Recovery Arrangements 

Northern Midlands Northern Midlands Council 

RTR Roads to Recovery 

STCA Southern Tasmanian Councils Authority 

TAFR Treasurer’s Annual Financial Report 

TASCORP Tasmanian Public Finance Corporation 

TasWater Tasmanian Water and Sewerage Corporation Pty Ltd 

THS Tasmanian Health Service 

 

  





























 

 

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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