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1. Response from NSW Treasury 
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2. Response from Transport for NSW 
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3. Audit Office clarification on matters in the Transport Asset 
Holding Entity response 

 

In accordance with section 38 EB of the Government Sector Audit Act 1983, the audited 
agencies’ formal responses to the Final Report are published in this Appendix.  

TAHE’s formal response to the audit has misrepresented some of the findings and analysis 
provided in this Final Report, as well as some aspects of the audit process. 

The Final Report remains accurate and complete as relevant to the audit scope. Clarification 
on matters raised in TAHE’s formal response is provided below. 

1. TAHE’s formal response argues that the conclusion of this report is incorrect because 
TAHE’s operating model is not ‘unnecessarily complex (especially when compared with 
other contractual arrangements in the infrastructure sector which involve multiple parties for 
construction operations and maintenance services, such as PPP arrangements).’ The 
response also states that TAHE’s arrangements do not ‘impose on the current or future 
Governments any additional obligations to fund capital investment in the State’s rail network 
to those that already existed prior to the establishment of TAHE.’ The response also states 
that the audit ‘did not undertake a review of the property projects that TAHE is undertaking’ 
to support the audit conclusion that TAHE’s ability to generate returns on government 
investment is ‘uncertain’. 

 

Audit Office clarification: 
In response to the above commentary, we draw attention to the following points made in the 
report: 
• more than 80% of TAHE’s current revenue comes from access and licence fees paid 

by the state owned rail operators, Sydney Trains and NSW Trains (see pages 3, 6 and 
25 of the report) 

• farebox recovery accounts for around 20% to 30% of the cost of services (see pages 
20 and 24 of the report) 

• TAHE’s own modelling shows that it remains primarily reliant on access and licence 
fees paid by the state owned rail operators up to 2046 (see pages 3, 6, 7, 25 and 31 of 
the report) 

• the state owned rail operators remain reliant on grants from the General Government 
Sector Budget in order to be able to afford the annually increasing fees (see pages 3, 
6, and 26 of the report). 

 

This report does not contend that there is now a new obligation for additional capital 
investment in the rail network – as TAHE’s response suggests. However, the report does 
note – based on TAHE’s 35-year long range model provided to NSW Treasury – that the 
NSW Government may need to provide a total of $66.5 billion to the rail operators, up to 
2046, to ensure the government continues to demonstrate its expected return on investment 
of 2.5% (see pages 7 and 31 of the report). TAHE requires continued government funding to 
preserve the short-term improvement to the Budget position that is derived from an 
accounting treatment whereby contributions to TAHE are treated as an equity investment, 
rather than a Budget expense (see pages 3, 7 and 31 of the report). Maintaining this 
accounting treatment creates the unnecessary complexity referred to in the conclusion of this 
report.  
In relation to TAHE’s commentary on the sufficiency of analysis of its property projects, we 
draw attention to page 25 of this report, which notes that ‘at the current time, TAHE's 
sources of revenue include the government and third-party rail operators, and land and 
property leasing, asset management and recycling. Other commercialisation opportunities 
may become available in the future. At the time of writing this report, it is too early to confirm 
the likely financial impact of the opportunities the TAHE Board is considering.’  



 

54 

NSW Auditor-General's Report to Parliament | Design and implementation of the Transport Asset Holding Entity | Appendix one – Responses from audited agencies, and Audit Office 
clarification of matters raised in the TAHE formal response 

 

Our ‘Transport and Infrastructure 2022’ report similarly notes that ‘at this point in time, 
nothing beyond the access and licence fees has been approved or finalised as the main 
source of revenue’ (see page 35). 
This scenario was anticipated at the commencement of this audit, and was the reason that 
TAHE’s current activities and performance are out of scope for this audit. TAHE’s formal 
response to this report itself acknowledges that ‘the primary focus of the Final Report is the 
genesis of TAHE rather than its current and future performance.’ 
Had these property projects been within the scope of this audit, it would still not have been 
possible for the audit team to review them because, at the time of writing, these projects 
have not been developed sufficiently for TAHE to demonstrate how the financial implications 
of these projects might affect the conclusions outlined in detail above. TAHE’s own long-term 
financial model, appropriately, does not incorporate the property projects because they are 
not at a sufficient stage of maturity to include. 

 

2. TAHE’s formal response states that any ‘suggestion that the payment of access and licence 
fees by Sydney Trains and NSW Trains to TAHE….is anything other than a proper and 
transparent contribution to the value of a service provided is inaccurate and is rejected’. 

 

Audit Office clarification: 
The report does not make any suggestion that the payment of access and licence fees is in 
any way improper.  
However, the report does note that access and licence fees were increased in 2021 so that 
TAHE could generate a sufficient return to justify the government’s accounting treatment 
whereby funds contributed to TAHE are an equity investment and not an expense in the 
Budget (see pages 3, 6, 25 and 26).  

 

3. TAHE’s formal response challenges the conclusions of in the report because the Audit Office 
did not ‘conduct any face to face meetings with key stakeholders within TAHE’. 

 

Audit Office clarification: 
During the conduct of this audit, the Audit Office analysed in excess of 48,000 documents 
and conducted multiple interviews with all auditees. This included seven formal meetings 
with TAHE staff, as well as ongoing communication between our offices throughout the 
conduct of the audit. For clarity, the dates and subject matter of formal meetings held with 
TAHE staff are set out in the table below.  
That these meetings occurred in a virtual environment does not detract from their importance 
in the audit process. It is unclear from TAHE’s formal response what additional evidence 
would have been conveyed through additional face to face discussions that could not have 
been conveyed via the multiple other communication channels available to TAHE throughout 
the conduct of this audit. 
At no time during the conduct of the audit did TAHE request face to face meetings with the 
audit team. The TAHE CEO requested a face to face meeting with the Auditor-General at the 
conclusion of the audit, and this meeting occurred and included the TAHE Board Chair with 
the TAHE CEO. 
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Meetings between TAHE and members of the audit team took place as follows: 

Date Purpose of meeting TAHE attendees 

27 September 2021 Pre-scoping discussion • Executive General Manager Finance & Business 
Performance 

• General Counsel 
• Chief Audit Executive 

5 October 2021 Financial and 
performance audit team 
meeting with TAHE 

• Executive General Manager Finance & Business 
Performance 

• Executive General Manager Asset, Safety and 
Environment 

22 March 2022 Document request • CEO 
• Executive General Manager Finance & Business 

Performance 
• General Counsel 
• Chief Audit Executive 

23 August 2022 Meeting about 2014 
governance groups 

• Executive General Manager Finance & Business 
Performance 

• General Counsel 

15 September 2022 Preliminary Findings 
discussion 

• CEO 
• Executive General Manager Finance & Business 

Performance 
• General Counsel 
• Chief Audit Executive 

31 October 2022 Draft Report discussion • CEO 
• Executive General Manager Finance & Business 

Performance 
• General Counsel 
• Chief Audit Executive 
• Executive General Manager, Strategy & 

Innovation 

13 December 2022 Final Report discussion 
with Auditor-General 
(face to face) 

• CEO 
• Chair of the Board of Directors 
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4. Response from the Transport Asset Holding Entity 
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