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From the boardroom

Dear Director,
We have two aims for TAS focus:
• To provide Directors who live or work within Tasmania with some valuable
insights that will assist you in your role, provide a snapshot of the market,
and give you some highlights from Deloitte Tasmania.
• Recognising the competing demands on your time, to provide it in a format
that takes 20 minutes or less to read.
We also send TAS focus to selected CEO’s who have either requested a copy
or whom we believe may find its Director targeted content useful.
We hope you enjoy this edition.
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Foundations for prosperity

Embracing disruption

Carl Harris
Managing Partner

In 2012 Deloitte, in conjunction
with our digital arm Deloitte Digital,
published Building the Lucky Country #2
(BTLC#2). Titled ‘Digital disruption, Short
fuse, big bang?’ it suggested that one
third of the Australian economy faced
imminent and major digital disruption.
Four years on I thought it timely
to consider how embracing digital
disruption can improve the prosperity
of Tasmania.
Major disruption within three years was
considered a short fuse, and four to ten
years was considered a long fuse. The
size of the bang was the impact of the
disruption. So ‘short fuse, big bang’,
was not the place to be! Unfortunately
this group included professional services
and this has caused Deloitte to embrace
disruption because in our industry there
is simply no stopping it. Legislation and
regulation can’t stop disruption, and
ignorance or hoping it will go away are
not factors that will set your business up
to survive or thrive.
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One of my key takeaways from
re-visiting BTLC#2 was that you
will have new competitors who are
unencumbered by your history. All the
start-up costs, investments, challenges

and adversity that have gone before
has no relevance to the new age
competitor. It’s a humbling and
scary prospect.

Before we look at what you can do and
how you can turn digital disruption into
an advantage we should consider where
your industry fell in our 2012 analysis.

Foundations for prosperity (cont.)

If you work in an industry in the top
left quadrant you are probably currently
immersed in disruption. In the top right
you are experiencing some disruption
but the big bang is still coming. For
example in the utilities sector, we have
the future use of battery technology
that will most likely fundamentally
change how power is stored. Will this
take more people off the grid and how
will the infrastructure pay for itself?
Interestingly if you consider some of
Tasmanians boom sectors (such as
agribusiness) or areas where we need
to improve state outcomes (such as
education) you can see the big bangs
are still coming. Also utilities, a major
employer and contributor to the state,
is in the long fuse, big bang quadrant.
This represents an opportunity for us to
act before the big bang.
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So what is driving digital disruption?
Clearly one of the key drivers of digital
disruption is the exponential rise in the
use of connected devices. According
to GSMA Intelligence research in 2014
the number of devices passed the
number of people. In less than three
decades from zero to over 7.2 billion is
nothing short of phenomenal and not
only are there more they are growing
at five times the rate of the population.
Embracing the transformational impact
of devices is one of the most important
aspects of being digitally prepared.
A recent Deloitte Access Economics
report identified that workers with
mobile phones work an extra 0.6
hours per week – across the country
that equates to $8.9 billion dollars of
economic output.

A Deloitte Access Economics Study
‘Connected Small Business’ showed the
correlation between the level of digital
sophistication of a small business and
the growth in employment and
revenue per employee. Similar links have
been evidenced in large organisations
with businesses.
(https://www.deloitteaccesseconomics.
com.au/uploads/File/Connected%20
Small%20Business.pdf)

So what else can we do? You can
prepare for digital disruption and
should be able to improve your business
outcomes if you:
• Recalibrate cost structures (People,
supply chain, overheads – use digital
to reduce costs)
• Replenish revenue streams (Build new
sources of revenue across segments,
geographies and business models)
• Reshape corporate strategy
(Reconsider assets, risks and corporate
agility to position the organisation for
the digital world)
• Get closer to your customers (Use
quantitative and qualitative insights)
• Create a digital strategy
• Improve your market sensing (What
is happening and changing in the
market, How are customer habits
changing, is service delivery being
impacted by technology? Take
an industry wide view, monitor it
regularly and report it internally).

Foundations for prosperity (cont.)

Embracing digital disruption by creating
a digital strategy which underpins your
organisation’s strategic plan is a key step
of being digitally prepared. Findings
from a 2015 Digital Business Global
Executive Study and Research Project
involving Deloitte Digital showed:
• Maturing digital businesses are
focused on integrating digital
technologies, such as social,
mobile, analytics and cloud, in the
service of transforming how their
businesses work
• Digital strategy drives digital maturity
• The power of a digital transformation
strategy lies in its scope and objectives
rather than individual technologies
• Maturing digital organisations build
skills to realise the strategy
• Employees want to work for
digital leaders
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• Taking risks becomes a cultural norm
in digitally maturing organisations
• The digital agenda is led from
the top.
Change is now a constant and agility
is critical to sustaining or improving
performance. What once held firm may
now need to be challenged – customers
buying decisions, interactions, and
feedback are different (and via devices
and social media are instantaneous and
wide reaching), our teams are different
and the leadership of an entity needs
to understand this and drive agility
throughout the organisation.
The rapid pace of change means our
people have to be digitally literate
to cope with an expected national
economic growth of digital technologies
by $60 billion by 2020 (source: Deloitte
Access Economics).

To assist the above Boards should
be asking at least the questions
shown below:
1. What innovations has our
organisation developed over the
past two years?
What innovations have our major
competitors developed in the
same period?
Are we leading, keeping pace with,
or falling behind our competitors?
2. What are the most disruptive
innovations in our industry?
How can we better test or harness
these emerging business models?
3. Globally, what can we learn from
other industries that have been
materially disrupted?

4. Who are considered the
brightest and most influential
entrepreneurs in our industry?
How do we forge stronger
relationships with these people?
5. On an ongoing basis, how do we
better sense and shape the trends
in our industry?
What sensing and sharing tools
have we developed?
6. What is our organisation’s
innovation culture?
Are we willing to take innovationrelated risks or is our organisation
too tentative and, therefore,
in danger of remaining stuck in the
ways that it has operated in
the past?
Do we encourage orthodoxies to
be challenged?

Foundations for prosperity (cont.)

7. Are we sufficiently curious about
our customers?
Do we collect enough data often
enough, from our customers?
Do we make good use of it?
Do we listen to them?
8. How agile are our organisation’s
IT systems given these are an
increasingly important element
of a company’s capacity to be
innovative?
9. Has our organisation created any
innovative partnerships?
Are there others we should
be forging?
In what ways are we adding value
into a broader ecosystem that
enable us to more quickly learn and
better compete?
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10. What worked? What didn’t?
Learnings from hindsight?
Can you see more change on
your horizon?
The end result is, hopefully, improved
outcomes for your business and
importantly enhanced prosperity for
the state. Understanding and being
prepared for the big bang via new
technologies such as 3D printing,
drones, robotics, wearables and
driverless vehicles will mean you should
be better placed after the changes.

Coincidently in the weeks leading up
to the publishing of TAS focus many
of us have been disrupted by failures
in technology – specifically network
outages by a major carrier and the
reduction in network performance of
others. The impact and publicity this
has generated reinforces our reliance on
digital connectivity and that this level of
connectivity is the new norm.

Busting tax myths

Tim Maddock
Tax Partner

Australia’s tax reform debate is in
desperate need of a circuit breaker, and
this report aims to achieve exactly that.
It slices through the myths that clog
clear thinking on super, negative gearing
and capital gains, and recommends
reforms that return simplicity, fairness
and sustainability to the way Australia
taxes superannuation contributions and
capital gains.
This is the second of Deloitte’s
Shedding light on the debate:
Mythbusting tax reform reports. The
first focussed on issues that are central
to Australian prosperity – bracket creep,
GST and company tax. This report
covers matters at the heart of Australian
fairness – super, negative gearing and
capital gains.
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So what are the second round of
myths we need to bust?
Myth 6: Superannuation
concessions cost more than the age
pension
Super concessions do cost a lot – but
nothing like the pension does. The
Treasury estimate of the dollars ‘lost’ to
super tax concessions uses a particularly
tough benchmark: the biggest possible
tax bill that could be levied if supers
were treated as wage income. It also
doesn’t allow for offsetting benefits via
future pension savings, or any offsetting
behavioural changes. Better measures
of super concession costs are still huge,
but rather less than the pension.

Myth 7: We can’t change super
rules now, because the system
needs stability to win back trust
So super concessions don’t cost more
than the pension. Yet the costs are still
pretty big. And that’s what puts the
lie to this second myth. If our super
concessions cost lots but achieve
relatively little, then Australians are
spending a fortune on ‘stability and
trust’ in super settings while actually
achieving neither. Governments can
only truly promise stability if the cost to
taxpayers of our superannuation system
is sustainable.

Myth 8: Negative gearing is an evil
tax loophole that should
be closed
The blackest hat in Australia’s tax reform
debate is worn by negative gearing. Yet
negative gearing isn’t evil, and it isn’t
a loophole in the tax system. It simply
allows taxpayers to claim a cost of
earning their income. That’s a feature of
most tax systems around the world, and
a longstanding element of ours too.
Yes, negative gearing is over-used,
but that’s due to (1) record low interest
rates and easy access to credit, (2)
heated property markets and (3)
problems in taxing Australia’s capital
gains. Sure, the rich use negative
gearing a lot, but that’s because they
own lots of assets, and gearing is a cost
related to owning assets: no smoking
gun there.

Busting tax myths (cont.)

Myth 9: Negative gearing drives
property prices up, but ditching it
would send rents soaring
And those who argue the toss on
negative gearing raise conflicting
arguments on its impact on housing.
Let’s start with a key perspective:
interest rates have a far larger impact
on house prices than taxes. The main
reason why housing prices are through
the roof is because mortgage rates
have never been lower. And, among tax
factors, it is the favourable treatment of
capital gains that is the key culprit –
not negative gearing.
Equally, while negative gearing
isn’t evil, nor would ditching it have
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a big impact on rents. By lowering
the effective cost of buying, negative
gearing long since raised the demand
for buying homes that are then rented
out. Yet the impact on housing prices
of negative gearing isn’t large, meaning
that the impact of it (or its removal) on
rents similarly wouldn’t be large unless
it significantly influences the supply and
demand for homes.

Myth 10: The discount on
capital gains is an appropriate
reward to savers
The basic idea of a discount on the
taxation of capital gains is very much
right. There should be more generous
treatment of capital gains than of
ordinary income, because that helps
to encourage savings (and hence the
prosperity of Australia and Australians),
and because the greater time elapsed
between earning income and earning
a capital gain means it is important to
allow for inflation in the meantime.
But some taxpayers such as high
income earners may have been

benefiting from this too much, versus
little incentive for others
(such as companies). And the discounts
adopted back in 1999 assumed that
inflation would be higher than it has
been – meaning they’ve been too
generous.
So the capital gains discount is no
longer meeting its policy objectives.
That not only comes at a cost to
taxpayers, but to the economy as well.
One possible option would be to reduce
the current 50% discount for individuals
to 33.33%.

Building the Lucky Country

Reconsidering place: For people, for productivity, for prosperity... and for Tasmania’s future
In the fifth instalment of our Building
the Lucky Country series we reconsider
place as Australia transitions to a
knowledge-based service economy,
and looks to deliver a prosperous
future for its people, unlocking the
potential of the nation’s places needs
to be reconsidered. Prosperous places
will deliver productivity benefits in a
knowledge economy and business
needs to help drive collaboration to
unlock the potential of place.
In this edition of TAS focus we drill
down into the 10 dimensions and see
how our two major cities of Hobart and
Launceston measure up.
In devising a set of measures to capture
prosperity of place we came up with
10 key dimensions. The first three of
Human resources, Natural resources and
Physical capital are inputs. They are the
building blocks of prosperity in place.
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The next three – Social capital,
Innovation and entrepreneurship, and
leadership and contribution influence
the effectiveness with which these
inputs are applied to creating prosperity
in place. We have called these
dimensions ‘boosters’.
The final four – Material standards,
health and safety, natural amenity and
local amenities are outputs. At the end
of the day, these are the things people
care about, the things that make for
flourishing places and prosperous lives.
Flourishing places act as magnets for
people, investment and industry, while
languishing places give many people a
reason to go elsewhere.
So let’s map our two major cities of
Hobart and Launceston.

Building the Lucky Country (cont.)

Hobart

Launceston

What do the above tell us about what we need to do to flourish? Essentially we need to improve the dimensions where we are weak. In Hobart we receive poor outcomes
for human resources, physical capital, health and safety and material standards. Similarly in Launceston human resources and physical capital are weak but unlike Hobart
leadership and contribution is also below average.
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Building the Lucky Country (cont.)

Now let’s examine these dimensions in more detail.
Dimension

Type

How measured

Human
resources

Input

Working age population, level of education,
participation rate.

Physical capital

Input

Mobile coverage, proximity to highway, rail, aviation,
port and broadband quality.

Leadership and
contribution

Voter turnout at Federal level, informal voting, council
Booster election voting turnout and managers/professionals as
a percentage of the working population.

Health and
safety

Output

Over 18s with at least one of the following health
risks – smoking, obesity, physical inactivity or harmful
use of alcohol, avoidable mortality and crime rate as a
percentage of population.

Material
standards

Output

Average household income, unemployment level,
mortgage stress and rent stress.

I think most of us are well versed
in our education and population
challenges. However it appears that
the majority of the other dimensions
can be impacted by better education
outcomes and enhancement of our
working population pool (size, growth
and participation). We have to tackle
unemployment (especially regional
and youth), year 12 completion and
our population growth rates. As we
note in our report ‘Flourishing begins
with people. A flourishing place attracts
a steady stream of newcomers who
settle and build their lives because of
the material and non-material rewards
on offer’.
For Tasmania to flourish it is not just
about attracting newcomers (although
this is vitally important), it is also about
improving outcomes for our existing
population as well.
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From the boardroom

Edition five of the Deloitte Directors
Cut has been released. We interviewed
50 Chairs and CEO’s of ASX 200
companies on the issues, challenges
and opportunities faced by boards and
executives. Over the next few editions
of TAS focus we will share some of
the insights of Directors from around
the country.
In this edition we drill down into some
of the key findings on digital technology
and risks.
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Digitisation has significantly
impacted the way the
organisation does business.

We understand the elevated
cyber risk that comes from our
enhanced use of technology.

As a board we understand
how well we are managing
cyber risk as an organisation.

Strongly
agree

Strongly
agree

Strongly
agree

30%
35%

Agree
24%

Neutral
9%

Disagree
Strongly
disagree

2%

The impact of digital technology has
been profound and widespread, and
most companies now have a digital
strategy. The majority of respondents
agreed the latest technology had a
significant impact on their businesses,
although 11% either disagreed, or
strongly disagreed and 24% remained
neutral on the issue.

26%
47%

Agree
23%

Neutral
Disagree
Strongly
disagree

40%

Agree

37%

Neutral

2%

Disagree

2%

Strongly
disagree

Information security was one of the
most pressing issues and cyber-attacks
were increasing. On the issue of cyber
security and the dangers lurking in the
ether, 73% of respondents said they
were either aware or very aware of
the risks associated with doing more
business digitally.

14%

9%
0%

When financial losses, intellectual
property theft, reputational damage,
fraud and legal exposure are all at risk,
it was necessary for information security
to get the full attention of company
executives. So it was surprising that
37% were neutral on the question
of how well cyber risks were being
managed. But for the most part,
54% were confident they understood
the risks.

Financial reporting

Listed company reporting
The 31 December 2015 half year net
profit after tax results for 30 June 2016
year ends are summarised below:
• Bellamy’s Australia Limited reported
an increase of 325% up from
$3.2m in 2014 to $13.6m at
31 December 2015
• Huon Aquaculture Group Limited
revealed a loss of $1.3m compared to
a prior period profit of $25.9m
• MyState Limited reported an increase
of 1.52% up from
$14.9m in 2014 to $15.1m at
31 December 2015
• Tassal Group Limited showed
a reduction of 16.5% from
$30.3m in 2014 to $25.3m at
31 December 2015.
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Preliminary final reporting for December
year ends by Grange Resources Limited
showed a reduced loss of $110.2m
(prior year $277.8m) and Tasmania
Mines Limited revealed a decrease of
10% with profit down to $6.2m
(from $6.9m).
Ruralco Holdings Limited has a
September year end and has no
reporting obligations at December.
Webster Limited has relocated and
is now a NSW registered ASX entity.
As such it has been removed from
the financial reporting and Deloitte
index sections of this document. BCD
resources reporting obligations remain
waived by the ASX.

Government department reporting
The Tasmanian Audit Office Treasurer’s
Annual Report and general government
sector report was tabled in parliament
on 9 December 2015. A summary of
major department performance and
other key items of interest is below.

Employee levels reduced by 4.5% across
the major departments while the net
results were varied.
The Tasmanian Health Organisations
produced a combined deficit of
$46.244m (30 June 2014 combined
surplus of $88.272m) and employed
7,783 employees (30 June 2014 7,870).

The state unfunded superannuation
liability was reported at 30 June 2015
as $4.453 billion (30 June 2014
$4.369 billion).
In addition to the above, TasWater
produced a net profit after tax of
$33.154m for 30 June 2015
(30 June 2014 $27.236m).

Education

Health
and
human
services

Justice

Police and
emergency
man

State growth
(DIER+DEDTA)

DPIPWE

T&F

DPAC

Net surplus/
(Deficit)
($,000)
30 June 2015

(42,652)

(102,820)

6,471

(5,972)

1,956

52,301

(1,436)

(4,867)

Net surplus/
(Deficit)
($,000)
30 June 2014

(22,730)

(451,915)

9,196

(3,534)

15,294

50,974

412

(2,551)

Employees
2015

7,540

1,651

1,026

1,501

762

1,163

255

465

Employees
2014

7,692

1,318

1,039

1,511

906

1,270

284

464

Deloitte Tasmania index*

The Deloitte Tasmania Index (DTI) to 31 December 2015 continued to outperform
the broader ASX results.

Contribution to index 31 March 2016
Bellamy’s
Australia
Limited 43%

Key matters potentially impacting the index this quarter were:
• Relocation of Webster Limited to NSW and removal from the DTI during the
December 2015 period
• Change of Ruralco Holdings Limited geographic location to NSW and removal
from the DTI during the March 2016 period
• Half year end and year end reporting
• Global concerns over the economies in China and the US.

*Entities within the Deloitte Tasmanian index are:
• Bellamy’s Australia Limited
• Grange Resources Limited
• Huon Aquaculture Group Limited
• MyState Limited
• Tasmania Mines Limited
• Tassal Group Limited.
BCD Resources NL is currently suspended on the ASX and has been
temporarily removed from the Tasmania Index analysis.
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Tassal Group
Limited 24%

Tasmania Mines
Limited 1%
Huon Aquaculture
Group Limited 12%

Grange
Resources
Limited 4%

MyState
Limited 16%

Deloitte Tasmania index (cont.)

Deloitte Tasmania Index to 31 March 2016
2.20
2.00
1.80
1.60
1.40
1.20
1.00
0.80
30/6/2013 30/9/2013 31/12/2013 31/3/2014 30/6/2014 30/9/2014 31/12/2014 31/3/2015 30/6/2015 30/9/2015 31/12/2015 31/03/2016

All ordinaries

16 TAS Focus – April 2016

ASX small ordinaries index

DTT Tasmanian index

Deloitte Access Economics – The Tassie report

David Rumbens
Partner
Deloitte Access Economics

The Tasmanian economy was lagging
on several key economic indicators
through the last few months of 2015,
reflected in real Gross State Product
(GSP) showing growth of 1.3% for
calendar 2015, well below the
2.3% seen nationally. Other key
economic indicators reflect the recent
weakening growth:
• The State’s unemployment rate
worsened from September through
the end of 2015 rising to 6.8%,
but fell back to 6.5% in January
(compared to 6.0% nationally)
• The increased unemployment figures
reflect a loss of over 4,000 jobs
since August 2015.
Despite the lack of growth in many
sectors, the State’s tourism industry
remained strong in 2015.
Benefiting from the low $A, Tasmania
saw more than double the growth
in international tourist arrivals than
occurred nationally (15.8% for
Tasmania, 7% Australia-wide).
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Other areas that showed some
positive signs were the housing and
consumer sectors:
• Private housing investment grew by
12.2% for calendar 2015, ahead of
the 8.7% national growth rate and
double the previous year’s figure
• House price growth picked up some
steam in February 2016 with a
monthly growth of 2.9%, the highest
of all the states
• Tasmanian retail sales grew by 3.8%
over the year to January 2016,
stronger than the national growth
of 3.3%
• New car sales declined through the
end of 2015, but for the year as a
whole increased by 1% on 2014 sales,
despite a more than 3% decrease
seen nationally.
An issue of mounting concern in
Tasmania is the current uncertainty
around energy security, threatened
by the failure of the Basslink cable

last December. This follows the
decommission of the State’s gas
generation in 2013 and recent falls
in Hydro Tasmania’s water storages,
leading to large electricity consumers
being forced to reduce consumption
and face potential blackouts. The heavily
constrained supply has resulted in

$/MWh

skyrocketing electricity wholesale prices
(Figure 1.1), threatening future business
investment in Tasmania. With the
undersea Basslink fault not yet located,
and no end in sight to falling Hydro
storages, the energy supply situation in
Tasmania poses a major threat to the
State’s economic growth.

Figure 1.1 Electricity prices – (Tasmania vs. Victoria)
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Source: Deloitte Access Economics
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Deloitte Tasmania – Partner movements

Many of you would have seen the media release announcing that
Rod Whitehead would be the next Auditor-General of Tasmania.
The Government’s media release can be found here at
http://www.premier.tas.gov.au/releases/new_auditor-general_appointed
Rod has been a Deloitte Partner for 17 years and
commenced with antecedent firms in 1985. He was
formerly the Tasmanian Managing Partner, and
Office Managing Partner of Launceston, and has
worked across both the Hobart and Launceston audit
client base. Rod has true state-wide experience and
32 years of audit experience.
We congratulate Rod on this appointment which he officially commenced on 30 March 2016.
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Final word

We hope that you have enjoyed this edition of TAS focus.
We thank you for your time and continued support.
Regards, The Tasmanian Partners
Damien, Carl, Lizzie, Tim, Angela, Shelley, Simon and James
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For copies of any reports referred to in this
document, feedback or if you require any further
information please contact our Tasmanian
Managing Partner at carharris@deloitte.com.au
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Contacts
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Business Advisory Services
Tel: +61 3 6237 7097
dbones@deloitte.com.au

Carl Harris
Assurance & Advisory
Tel: +61 3 6237 7630
carharris@deloitte.com.au

Angela Paynter
Assurance & Advisory
Tel: +61 3 6237 7072
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Shelley Brooks
Deloitte Recovery Services
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Elizabeth Lovett
Risk Services
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Simon Tarte
Consulting
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James Down
Business Advisory Services
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