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Guidance Paper — Reporting by Tasmanian
Public Sector Entities

Introduction

Within Tasmania there are many different types of public and private sector entities
carrying out services to the community. Public sector entities are created in many varied
ways, but in the main, usually by way of some form of legislation, be it general, sector
specific, or entity specific. While these forms can be viewed loosely as “Government”
created entities, there are also situations where private sector entities, perhaps originally
established as companies or incorporated bodies, become public sector entities whereby
their operations become subordinate to governance by another public sector entity.

All public sector entities, irrespective of their origin, bear a governance responsibility to
report. For most, it requires the annual reporting and tabling of their outcomes of
operations in Parliament by way of an annual report or financial statements. For others, it
will be to controlling bodies or those charged with governance oversight (e.g. a Minister).
For many entities, reporting functions are incorporated in the written law under which they
operate.

Over several years there have been numerous amendments to many acts of Parliament
removing financial reporting references. This is not to say that an entity no longer needs to
report, but rather it is an administrative approach. It relies on an awareness of where
applicable reporting requirements are instead located. For financial reporting in Tasmania,
this is the Audit Act 2008 (Audit Act). The effect of centralising reporting obligations in the
Audit Act has been to remove inconsistencies and shortfalls in some acts and ensure a
consistent framework across all Tasmanian public sector entities. The approach also holds
administrative benefits in that a change in one act, need not result in the requirement to
make amendments to all the other acts that would be affected.

The requirement to report

Each State entity, or Audited subsidiary of a State entity, is required to have an “accountable
authority” (section 14). The accountable authority is the person or body (however
described) overseeing the governance of an entity, that is, having the general direction and
control of, and all responsibility for, the operations of the entity (section 14(3) and 14(4)).

Under the Audit Act, an accountable authority is required to prepare and forward to the
Auditor-General, as soon as possible and within 45 days after the end of the financial year, a
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copy of their financial statements which are complete in all material respects (section
17(1)). Unless otherwise specified, the financial statements are to be prepared in
accordance with accounting standards and other requirements issued by the Australian
Accounting Standards Board (section 17(4)).

Following the submission of financial statements, they are assessed by the Auditor-General
to determine whether an audit is required. Where an audit is carried out, the Auditor-
General is required to prepare and sign an opinion on an audit in accordance with
requirements determined by the Australian Auditing and Assurance Standards (section
19(1)). The Independent Auditors Report is required to be finalised within 45 days of
receiving financial statements from the accountable authority (section 19(3)). Where
financial statements of the entity are to be included in an Annual Report to be tabled in
Parliament, a copy of the opinion is also provided to the relevant Minister (section 19(4)).
Where there are audit findings, these are communicated to the accountable authority and
the appropriate Minister (section 19(2)).

What is a state entity?

What constitutes a State entity can be confusing. The Audit Act is written so as to capture all
known entity types created by government, royal prerogative or governed by those
appointed by government. Under the Audit Act a State entity is defined as the follow
categories:

State entity includes:

a) anagency; and

b) a council; and

¢) a Government Business Enterprise; and

d) a State-owned company; and

e) a State authority that is not a Government Business Enterprise; and

f) the council, board, trust or trustees, or other governing body (however designated) of,
or for, a corporation, body of persons or institution, that is or are appointed by the
Governor or a Minister of the Crown; and

g) abody or authority referred to in section 21, established under section 29 or 30, or
continued under section 326, of the Local Government Act 1993; and

h) the Corporation incorporated under section 5 of the Water and Sewerage Corporation
Act 2012; and

i) abody or authority in respect of which the Treasurer has made a determination under
section 32A.

Dealing with these categories in turn provides a clear understanding of the entity types
these categories are designed to include.
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(a) anAgency

An agency includes all the Government departments as noted in the Financial Management
Act 2016, as specified in Column 1 of Schedule 1. While this would appear straight forward,
it also includes a few other entities as noted in Schedule 1, including the Integrity
Commission, Tourism Tasmania and the Tasmanian Audit Office.

(b) a Council

A council means a local government council within the meaning of the Local Government
Act 1993. For example, Hobart City Council.

(c) a Government Business Enterprise

A GBE means a statutory authority specified in Schedule 1 to the Government Business
Enterprises Act 1995. For example, Hydro Tasmania.

(d) a State-owned company

In Australia, companies are incorporated under the Commonwealth’s Corporations Act 2001
(Corporations Act). A State-owned company is any company that is controlled by the
Tasmanian government (or Crown), a State authority or another company which is itself
controlled by the Crown or a State authority. For example, Aurora Energy Pty Ltd.

(e) a State authority that is not a Government Business Enterprise

What constitutes a State authority is quite broad. Any entity that is not captured by one of
the other more specific categories, will most likely be a State authority.

Under the Audit Act a:

“State authority means a body or authority, whether incorporated or not, that is
established or constituted under a written law or under the royal prerogative, being
a body or authority which, or of which the governing authority, wholly or partly
comprises a person or persons appointed by the Governor, a Minister or another
State authority, but does not include an agency.” (section 4)

This definition is quite all-encompassing, not only capturing many larger specifically created
public sector entities, but also the many smaller trusts, boards or management authorities.

Companies, that are not a State-owned company, are also created under a written law being
the Corporations Act and therefore also State Authorities if the directors are appointed by
the Governor, a Minister or another State authority. This would apply to any subsidiary
company of a parent State entity. This is further discussed below in the section on ‘What is a
subsidiary of a State entity?’ Although a GBE would also be a State Authority, it is specifically
excluded from this category by paragraph (e) in the definition of a State entity.
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(f)  the council, board, trust or trustees, or other governing body (however
designated) of, or for, a corporation, body of persons or institution,
that is or are appointed by the Governor or a Minister of the Crown

This category applies to an entity that is not a State authority, where those in a governance
role are appointed by the Governor or a Minister. An example would be the Ministerial
appointment of the Director of Inland Fisheries for the Inland Fisheries Service.

(g) abody or authority referred to in section 21, established under
section 29 or 30, or continued under section 326, of the Local
Government Act 1993

This category provides for the inclusion of any single authority, joint authority or controlling
authority within the meaning of the Local Government Act 1993. Effectively it provides for
the inclusion of any entities created by councils via the Local Government Act 1993. For
example, the Local Government Association of Tasmania.

(h) the Corporation incorporated under section 5 of the Water and
Sewerage Corporation Act 2012

In Tasmanian we currently have just one Water and Sewerage Corporation, being
Tasmanian Water and Sewerage Corporation Pty Ltd. When initially established, ownership
was held by Tasmania’s 29 local councils. This, however, did not meet the requirements of
the previous categories. Even though water and sewerage companies are created under a
written law, an entity that is controlled by councils, does not meet the requirements of a
State authority or that of a State-owned Company. This category was specifically added with
the creation of the Water and Sewerage Corporation Act 2012 to include entities created
under that act.

(i) a body or authority in respect of which the Treasurer has made a
determination under section 32A

In the situation that a body or authority does not meet one of the previously listed
categories, the Treasurer, in consultation with the Auditor-General, may make a
determination that it is a State Entity. This last category provides a safety net to capture any
unforeseen situations.

What is a subsidiary of a state entity?

As part of their operations, many State entities create subsidiaries to undertake some form
of business on their behalf. This is not unusual and not confined to one particular sector. In
Tasmania there are numerous subsidiaries and these are primarily created by State-owned
Companies, GBEs, Departments, Councils and Local Government Authorities.
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Under the Audit Act, a subsidiary of a State entity, means:

(a) a company or body formed or incorporated under the Corporations Act or formed or
incorporated under equivalent laws of a place other than a State or Territory —

(i) in respect of which the State entity has the capacity to control decision making,
directly or indirectly, in relation to the financial and operating policies of the
company or body; and

(ii) that is not itself a State entity; or

(b) a body, trust or other entity formed under written law or under equivalent laws of the
Commonwealth or a State or Territory of the Commonwealth —

(i) in respect of which the State entity has the capacity to control decision making,
directly or indirectly, in relation to the financial and operating policies of the body,
trust or other entity; and

(ii) that is not itself a State entity; or

(c) a body that is declared under an Act to be a subsidiary of a State entity and is not itself a
State entity; or

(d) a body that is determined by the Treasurer, by written notice given to the State entity, to
be a subsidiary of the State entity.

The effect of paragraphs (a)(ii), (b)(ii) and the latter part of (c) means that if the entity
happens to be a State entity in its own right, it will not be a subsidiary of a State entity for
the purposes of reporting under the Audit Act, regardless of the relationship it has with the
parent State entity. The same applies to a body, trust or other entity formed under written
law or under equivalent laws of the Commonwealth or a State or Territory of the
Commonwealth.

The only exceptions provided in the Audit Act are where the body is declared under an Act
to be a subsidiary of a State entity and is not itself a State entity, or it is determined by the
Treasurer, by written notice given to the State entity, to be a subsidiary of the State entity
(section 4). These exceptions are considered rare and it is our understanding that they have
yet to be applied.

As a consequence, the vast majority of entities that would be generally be termed by the
nature of their arrangement as subsidiaries to their parent entity, are not defined as
subsidiaries under the Audit Act, but rather State entities in their own right and, therefore,
must submit financial statements to the Auditor-General annually.

Audits of subsidiaries of state entities

Under the Audit Act (section 21(1)), the accountable authority of each State entity is to
advise the Auditor-General, in writing, before the end of the relevant financial year of all the
subsidiaries of that State entity. This is to enable the Auditor-General to assess, determine
and co-ordinate auditing requirements.

Guidance Paper — Reporting by Tasmanian Public Sector Entities



If the entity is a “subsidiary” as determined under section 4 of the Audit Act, as previously
discussed, the Audit Act provides that the Auditor-General is the auditor unless the Auditor-
General determines otherwise (section 21(2)).

Where the Auditor-General has not made a determination that he is not the auditor, then
the subsidiary is deemed to be an “audited subsidiary of a State entity” (section 4) and the
accountable authority for the entity must prepare and forward to the Auditor-General, as
soon as possible and within 45 days after the end of the financial year, a copy of their
financial statements which are complete in all material respects. The Auditor-General must
then conduct an audit on those financial statements in accordance with the requirements in
section 19 of the Audit Act.

Audits of related entities

In a similar manner to subsidiary entities, accountable authorities are required to notify the
Auditor-General in writing, if its State entity performs any of its functions in one or more of
the following ways:

(a) in partnership or jointly with another person or body; or
(b) through the instrumentality of another person or body; or
(c) by means of a trust (section 22).

Once identified, an assessment is made to determine if the related entity is a State entity.

Dispensing of Audits

The Auditor-General has the discretion under section 18(2) of the Audit Act to dispense with
certain audits if considered appropriate in the circumstances.

The dispensation is subject to meeting one of the following conditions, as determined by the
Auditor-General:

1. The entity is controlled by another State entity and is included in the group audit of the
controlling entity. The entity also is not considered to have material trading activities,
nor considered to be a high risk. The financial statements of the consolidating parent
entity are required to disclose information about all subsidiaries within the group, in
accordance with Australian Accounting Standards.

2. The entity has not operated, and the accountable authority has provided evidence to
support this assertion.

3. Subject to any other condition that the Auditor-General may determine under
section 18(2) of the Audit Act.

The granting of a dispensation is purely at the Auditor-General’s discretion and cannot be
granted in advance of an entity submitting signed financial statements. Where the entity is
of significant size or by its nature of particular public interest, it is unlikely audit
dispensation will be granted.
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It is important to note that dispensation of the audit does not limit any of the Auditor-
General’s functions or powers given under the Audit Act. The Audit Act also requires the
Auditor-General to consult with the Treasurer before exercising the power to dispense with
audits.

The state entity reporting process

The reporting process for an Accountable Authority is illustrated as follows:

Accountable Authority
required to submit financial
statement within 45 days
after the end of each
financial year

Does the Auditor-General
consider that the entry is of
significant size or public
interest?

Yes

Is the entity controlled by

No another State entity and its
financial transactions and

balances subject to audit as

part of the controlling entity?

Yes
st demc:;;r :atl_aen:::taigii:;ndal
by Auditor-General within P S

45 days of receiving .
financial statements arrangements are
appropriate?

Yes

Audit Opinion Issued Audit Dispensed

Financial statement submission requirements

Section 17(1) of the Audit Act 2008 requires an accountable authority, as soon as possible
and within 45 days after the end of each financial year, to prepare and forward to the
Auditor-General a copy of their financial statements for that year, which are complete in all
material respects.

To streamline the submission process, we provide an option for financial statements to be
submitted with management certification.

Under the management certification option, entities submit financial statements, complete
in all material respects, accompanied by management certification signed by a suitably
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senior finance officer responsible for financial reporting, such as the Chief Financial Officer
or equivalent. Wording for the management certification to be submitted with the financial
statements is available from the Resources/Client Reference Information tab on our
website.

For financial statements to be consider as complete, the financial statements either need to
be signed by the accountable authority, or the financial statements are accompanied by a
signed management certification.

A completed Financial Statements Preparation and Submission Checklist, available from the
Resources/Client Reference Information tab on our website, should accompany all
submitted financial statements.

Following the completion of our audit and before our Independent Auditors Report is
issued, the financial statements and management representation letter both need to be
signed and dated by the accountable authority.

Where the accountable authority has signed the financial statements and management
representation letter, they will be required to re-sign the financial statements if:

e 7 days have elapsed since the date the Accountable Authority signed and the date
of the audit report*

e Changes made to the primary statements
e Significant changes to the notes to the financial statements
e Any other change deemed reasonable by the Office.

* The Corporations Act 2001 requires that Independent Auditors Report are issued within

7 days of the signing of the Directors Declaration. This requirement reduces the risks that
events could occur between the signing of the financial report and the subsequent signing
of the Independent Auditors Report that should have otherwise been disclosed in the
financial report. Although the Corporations Act 2001 does not apply to all State entities, we
have adopted this requirement for all financial statement audits. Accordingly, all State
entities will be required to sign their financial report declaration (and management
representation letter) no more than 7 days prior to the issue of the audit opinion. In practice
this will most likely occur after the issue of the Report to Those Charged with Governance.

Should you have any concerns, please discuss your submission process with your audit
team.
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