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) House of Representatwes Standmg Comm}ttee on Economics, Finance and Pnblxc '
o '-_Admmnstratmn Inqmry into Local Govemment and Cost Sh}ftmg

1 refer to your letter of 18 Septemher 2002 seeking responses to questions following this
- Department’s appearasnce before the House of Representatives Standing Committee on

- Economics, Finance and Public Administration (the Committee) at its public hearing on
. 4 September 2{}02 regarding its mqmry into Local Government and Cost Shifting,

- _' Durmg the heanng, Tundertook to prowde further mfonnatlon to the Committee. The -
- Committee has now also sought answers to additional questions, which were not asked at the ..
- heanng Imtlally, you asked for responses to these questlons by 4 October 2002.

1 understand you agreed to an extension to thas deadlirie to 25 October 2002 on the
- _understandmg that interim answers would be pmvzded ds soon as available.”

. Enclosed for the Committee’s consuieratxon are answers to 17 of the 25 questions as follows: -

ﬁve in reiatmn 1o Questlons on Notxcc, and .
twelve in relation to the addltlonai questlons from the comm:ttee

_The remammg answers will be prowded as soon as the mformatlon becomes available.

1 do not have any editing corrections in relat:on to the proof transcnpt of my ewdence at the
- hearmg on4 September 2002. S _

' Yours smcercly

Mlke Mrdak

~ First Assistant Secretary R

- .+ Territories and LocaI Govemmcnt- RN
en OctcberZOOZ ' S
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QUESTION S TO THE DEPARTMENT OF TRAN SPORT
AN D REGIONAL SERVICES :

HOUSE OF REPRESENTATIVES STANDING COMMITTEE ON

- ECONOMICS, FINANCE AND PUBLIC ADMINISTRATION: -
IN QUIRY INTO LOCAL GOVERNMENT AND COST SHIFTING

: Ques’oon No: 1
o Mr Hawker/ Mr Nairn asked Mr Mlke Mrdak the Fxrst Ass1stant Secretary, Territories and LocaI
Govemment D1v1s1on upon notice, on 4 September 2002 _ _

- What effect has non—rateable Iand had on local govemment‘? Have any States provxded
compensation to Iocal govennnent for takmg away rateable land? (pages 46-47)

- Mr Mrciak The answer to the comn:nttee 8 questxon is as foilows

. We are unaware of any States prov*xdmg compensatlon to local govemment for taking | away ra‘coabie o .'

Iand

:In its mput to the Local Govemment Nattonal Report 2001 -2002 the Westem Australian Local -

: | _' jGovcmment Association (WALGA) noted financial and physical 1mped1ments to service dehvery
" on the part of local govermnments are often also compounded as a consequence of legislative
- arrangements according non-rateablé status to sizeable proportions of landholdings attribted to-

' indigenous communities. Such arrangements impact adversely upon efficiency and effectiveness by o "

o precludmg Iocal government access to important property-based revenues, notmthstandmg the -

8 gromng pressures for service delivery emanatmg from these commumtxes

.As noted in secoon 4 4. 5 of the Depamnental Submzssxon to the qumry in South Austraha loss of

* rateable income on land preserved as Conservation Parks has occurred, including zero valuation for o

- land subject to Native Vegetation Heritage Agreements. - An example is: The District Council of

- Elliston, which has assessed the annual additional cost and revenue impact in these areas to be SRR -'

o nearly $SO O(}O whzch is 6.5 per cent of the 1999X2000 rateabie income of the councit.

S However the Ievel of non~rateable Iand isa factor in the aliocatlon of Commonwealth fi nancwl
. assistance grants to Councﬂs in some States. In NSW the State Grants Commission has advised
-~ that non-rateablé properties are excluded from the Commlssmn s calenlations. This is because the _ .
- calculations deéal with relativities between councils, based in part on the theoretical revenue razsmg o

- capacity of éach rateable property. Acoordmgly, the impact on councils of non-rateable land i 1s
- taken mto aceount in some states when. a}Iocatmg Commonwealth ﬁnancxai assmtanco grants




- QUESTIONS TO THE DEPARTMENT OF TRANSPORT
AND REGIONAL SERVICES
HOUSE OF REPRESENTATIVES STANDING COMMITTEE ON

- ECONOMICS, FINANCE AND PUBLIC ADMINISTRATION‘ L
INQUIRY INTO LOCAL GOVERNNIEN'I' AND COST SHII*"TING o

- Qﬁesﬁon No.3 -
' Mr ng asked Mr M1ke Mrdak, the First Asszstant Secretary, Temtones and Local Govemment

S DlVlSl(}Il upon notice; on 4 September 2002

Are States whlch undertake dxsabihty support schemes requmng Iocal govemment to admimster o :
em'7 (page 56) _ o

: Mr Mr&ak The answer to the committee's questlon is as foliows

- 'Under the Commonwealth State Dlsabzhty Agreement (CSDA), the Commionwealth is responsxble

for prowdmg disability employment : services while the States and Tertitories have responsibility for

‘managing accommodation and related services. 'Although the Commonwealth provides States and

~ Territortes with funding for their area of respon51b1hty, once the Commonwealth has contributed its
‘share of funds under the CSDA it is the States' responsibility to allocate this money. Thereforewe

“are unable to advise whether or not local governments are reqmred to admlmster any of these o

B "dlsabﬂity support schemes in their State. -

: Wlth regard to dlsablhty employment semces local govemments have not been asked to _-
' _admmlster thent. ST




QUESTIONS TO THE DEPARTMENT OF TRANSPORT .
AN]) REGIONAL SERVZCES '

HOUSE OF REPRESENTATIVES STANDING COMMITTEE ON S

- ECONOMICS, FINANCE AND PUBLIC ADMINISTRATION:
| INQUIRY INTO LOCAL GOVERNMENT AND COST SHIETING -

Question N{) 4

. 'Mr Hawker asked Mr Mike Mrdak, the First Ass1st,ant Secretary Temtenes and Locai Govemment o
S Dzwswn upon notice, on 4 September 2002 N R

- '-'Can the department prowde an estimation of the increased costs to local govemment as a result of L -

- cost shlﬂmg from the States? (page 58)

_ Mr Mrdak The answer to the committee' ] questlon is as foliews

- ”We are unable to provxde an estimate. Such an exercise is extremely chﬁicuit as there is nio agreed .'
- definition of cost shifting and there is no agreed ailecahon of responmhlhtws of the dxfferent '

o spheres of Govemment in Australla R




QUESTIONS TO THE DEPARTMENT OF TRANSPORT
AN D REGIONAL SERVICES :

HOUSE OF REPRESENTATIVES STANDING COMMITTEE ON
- ECONOMICS, FINANCE AND PUBLIC ADMINISTRATION:
]NQUIRY INTO LOCAL GOVERNMEN T AND COST SHIFTIN G

: Questlon No 6

Mr Hawker asked Mr Mx}ce Mrdak, the Fxrst Asmstant Secrotary, Temtorws and Local Govemmenf -
waszon upon notice, on 4 September 2002 : _ o

) Whlch depaﬂ'ment would be most appropnate to do an audxt of the powers, functions and

' -_'responSbehhes of each State and Iocal govemments‘? (page’ 62)

' Mr Mrdak 'I'he answer to the comnnttee S questxon is as follows

: The Department does not see that an audit of the powers ﬁmctlons and responsxbzhties of each
. State and local governments is a task that any Federal department or agency would be able to
_ '_undertake by themselves. Also, it is Izkely that for any ﬁmctxon, there will be ovorlappmg
_ 'respons1bzhtles of the three spheres of Govennnent :

- In our view, the pnor:ty would be for the Commonwealth States and Tocal govemments o esta’bhsh: .j -

- agreed statements of respective rosponsxbﬂmes that could be regularly adjusted to reflect agreed
' -changes in respon91b111ty : , . o .




QUESTIONS 'I’O THE DEPARTMENT OF TRANSPORT
AND REGIONAL SERVICES

HOUSE OF REPRESENTATIVES STANDING COMMITTEE ON

- ECONOMICS, FINANCE AND PUBLIC ADM]NISTRATION
}NQUIRY INTO LOCAL GOVERNMENT AND COST SHIFT ING

: :Quest;fen No.7

‘Ms Burke asked Mr Mike Mrdak, the Fn‘st Ass1stant Secretary, Temtones and Local Govemment. S
- D1wsum upon notice, on 4 September 2002 - _ o

o How has the Natlonal Competztlon Poilcy 1mpaeted on ﬁmds to local governments‘7 Q:aage 64)

- Mr Mrdak The answer to the cemzmttee S quesnon 1s as follows

"T’he Cempetltlon Prmcxples A greement (CPA) prowdes that Iocal govemment altheugh not a.

. signatory to.the agreement is subject to its principles. - Further, States are responsxble for enszmng ' X
~ - - that these prmmples are apphed to local govemments S o -

o The pnncxpies embeched i the CPA such as legxslanen review and competztlve neutrahty, are’

o " required to be implemented only where the benefits of the course of action exceed the costs and itis
- cost effective to do so. Censequentiy, it is important to_ reeogmse that ‘fhere is no ebh gatzen on the
: 'smaller councﬂs unless there are net pubhc beneﬁts : e

N Under the Agreement to Impiement the Nat}onai Cempetlt:ton Pohcy and Related Reforms (the _
. Implementatlen Agreement), the Commonwealth Govémment makes NCP payments to each State

- and Temtory, subject to that State or Temtory makmg satzsfactory progress against their NCP and

= related reform obhgatxons This incorporates efforts by local governmient. These payments reflect a '; : .

sharing of the additional revenue raised by the Commonwealth, due to the li gher economic growth

o frem the 1mpiemem:atmn ef effectxve cempetmon reform

B Under these agreements NCP payments are generai purpose payments Therefore the use of these'- : -'

g ~funds, mcludmg the distribution of a share of these payments to local government, is a matter for- . _ _
. the States.” However, the Commonwealth’s response to the Senate Select Committee report on the U
- socio-economic consequences of the NCP encourages States and: ’I‘emtones to-share with local -

- governmtent, mdustry and commumty groups the beneﬁts of’ eompetxtzon pohcy through the

payments they receive.

S -A number ef State Govemments (Queensland chtona and Westem Austraiza) share NCP
_ payments thh local governments. For example; commencing in 1997-98 Queenstand has S
L dlstnbuted 4 Financial Jncentive Package of $150m to Local Government Authorities (LGAS) ever' S

a5 year period. Payients have been made in recognition of the progréss LGAs have madein = .~
- applying these reforms. The larger councils who responded more vigorously to NCP refozms have '
. dmrnnated fundmg aIIocatxons from the Queensland Fmanmal Ass:stance Package - '




QUESTIONS TO THE DEPARTMENT OF TRANSPORT
_ AND REGIONAL SERVICES '

HOUSE OF REPRESENT ATIVES STANDING COMMIT TEE ON
ECONOMICS, FINANCE AND PUBLIC ADMINISTRATION
INQUIRY INTO LOCAL GOVERNMENT AND COST SHIF’I‘ING

' : Questron Ne 10

E -'Addltmnal to that asked ef Mr M1ke Mrdak the FlTSt Assrstant Secretary, Temtones and Lecai AR o

o Gevemment Drvrswn, upon not:ree, on 4 September 2002

' f Namm! Resource Management S

: Do yeu thmk that in fumre ceneemmg 4 miatter of natrenal si gmficanee such as NRM orany

. -_programme Wthh involves the core business : activity of local government, that tri-partite .~ -~ ..
- arrangements would be more effeetwe rather than current briateral agreements'? If 50, how eeuld L

S this approach be promoted‘?
'Mr Mrdak “The a answer to the cmmmttee s questren is as fellows

: Z'I‘he Department supperts the posmve engagement of iocal govermnent wherever there are R

. : -Commenwealth programmes that affect the core ac’awtres of local govennnent There are many' R B
- ways in'which this can be achieved and it would be unwise to be toe prescnptive Fer majer I

o natrenal progrannnes there are three main eptrons fer dehvery

deahng dlrectly wrth Local Councxls _
hrlateral agreements with Statesx"Temtones and :
m~part1te agreements mvolwng Statesx“Temtenes and iocai govemments .

o 'It is possﬂ)}e that eaeh wﬂl be appropnate in d1ﬁ'erent mrenmstanees The best appreach is to :
- ensure that whenever a maj or Commonwealth programme is berng tieVeiopecE all possible deiwery

o -epnons are canvassed: - This may also involve working with and/ot through other regional based -
- associations/committees (eg Regronal Orgamsatrons of Ceunexls and Area Censuitatwe Cemmzttees R

i : E (ACCS) etc) where these exrst

_ - Whlchever approaeh is foIIewed rt is 1mportant that Iocal gevemment be eonsulted and wherever - '. o
s possrble actzvely mvelved in the process L . . . o

CIfs dehvery methiod has been determmed that involves a t’n—pamte approach itis considered that the_'- R
~ - best foram for Iaunehmg this would be at the COAG/Ministerial Councitlevel. Thzs weuld ensure R
BRI that all Ievels of govemment are eemmltted to the euteome from the start . R -

- T’he Departmental subrmsszen prewded some mfermatmn on the partnershrp agreement appreaeh

. hemg taken in some States between the State: Govemment and local government (eg Tasmama) It

s 'dlfferences between’ Stat

:_ s possrble this model ¢ould be useful ini loolgng athow the d1fferent levels of government mrght
- werk teget’ner Where State~w1de and Austraha—mde pre grammes are mvolved s

o -_In any Austraha—wmie programme tha’r rmpaets on Ioeai gevemment 1t is mrpertant tei'recegn1se the R




QUESTIONS TO THE DEPARTMENT OF TRANSPORT
AN D REGIONAL SERVICES

HOUSE OF REPRESENTATIVES STANDING COMMITTEE ON =
“ECONOMICS, FINANCE AND PUBLIC ADMINISTRATION
IN QUIRY INTO LOCAL GOVERNMENT AN D COST SHIFTIN G

) QU&Sthl’l No. 11

L Addltmnal to that asked of Mr Mike Mrdak the Fzrst Assmtant Secretary, Terntones and Local
- Govemment wasxon, upon notice, o1 4 September 2002 . :

Regmnal progmmmes

X On page 38 of your submission you make a strong case for Iocal govemment’s role in dehvermg the' __ -

o Commonwealth’s reglonal policy ObjeCthGS You note though that it must be resourced to do s0,

L ;3- : Should local govemmont be pald to partlc:pate in reglonal policy development which 1s' R

- outside its traditional responsibility to its cominunity, to ensure other core busmess is-
- not affected by additional demands 1mposed by other spheros of govemment‘?

o How could thls bedone?

: '.'Could local govemment be allocated a percentage of all reglonal programmes to ensure B -
Cits partzmpatlon'? g . '

. Mr Mrdak - -The- answer to the committee’s que‘st’ion is as’folIoWs: :

thie iooal govemment Wﬂl often have vaiuable oontnbutlons to make in pohcy
o development and is being invited to partxcxpate in policy development. processes, thisis

I usually considered an integral part of its role and responsibilitiés. Additional resourcing for .

0. -this’ purpose would therefore seem unnecessary. This does not rule out the prospect that the ._ -.
- Commonwealth government mlght congsider the provision of additional resourcing -~ .
FRE appropnate in particular czrcumstances to acidress broader local govemment needs; . -

e For the reasons outlined in relation to Quest:on 5, local govemment is an appreclated partner’ P
- in delivering local projects. Where a programme offers opportunities that could beneﬁt a oo

- -particular community, local govemment involvement is ‘welcomed. Subject to the - S
.. guidelines for specific programmes and the Commonwealth's view that the various ievels of .~
- Govetnment should find those activities for which they have primary responsxb:hty, thxs S

S jnvolvement could be as #n apphcant for ftmdmg orina suppomng role. c

' :..'n:-_.'. .No Resources associated Wlth diseretxonary grant pro grammes by their very niatire should |
. be directed to where there is an identified need. In many cases this will involve: alioeatzons o
. to local government, however a 'one sme fi ts aii' approach to ailooatmg such ﬁmds should

- g '_'be avoxded




QUESTIONS TO. THE DEPARTMENT OF TRANSPORT :
AND REGIONAL SERV{CES :

HOUSE OF REPRESENTATIVES STANI)ING COMMITTEE ON
- ECONOMICS, FINANCE AND PUBLIC ADMINISTRATION:
INQUIRY INTO LOCAL GOVERNMENT AND COST SHIFI‘ ING

' Qiiesfion No.12 |
' Addmonal to that asked of Mr M;ke Mrdak the First Asszstant ‘Secretary, Territories and Local :
Govemment Division, upon notice, on 4 September 2002; : -

.Regwfzal progmmmes _

You refer to South Australia and Western Austraha in developing regional local road planning
strateg:es Are other States movmg towards developmg regwnal strategies on roads? -

Mr Mrdak The answer to the comm;ttee ] questxon is as foilows

'We are aware of regional local road pIannmg strategies bemg developed in Queensland and tmder
consrderatlon in Victoria, _ .

- In August 2002 the Queensland Govemment and the Local Govemment Association smgned an

~ agreement to establish a ‘Main Roads and Local Government Road Management and Investment

~Alliance’:  Under the Alliance, ten to twelve regional road groups will be formed to determine
regional priorities and guide decision making for investment and road management of Local Roads

- of Regmnal Slgmﬁcance across Queensland

Vlctona is con31denng a regwnal roads pro grame. . V1cRoads and the Municipal Assamatmn of
 Victoria are. conducting a review of regional strategic transport planning arrangements for V:cfona o
- and officials of these organisations plus representatives of two cmmcz}s recently visited WA and SA

o examine theu' regmnal road planmng atrangements




QUESTIONS TO THE DEPARTN[ENT OF TRANSPORT
AND REGIONAL SERVICES

HOUSE OF REPRESENTATIVES STAN"DING COMIVHTTEE ON
- ECONOMICS, FINANCE AND- PUBLIC ADMINISTRATION: .
INQUIRY INTO LOCAL GOVERNMEN T AND COST SHIFTING

' Quesuon No 13

o Addmonal to that asked of Mr Mlke Mrdak the First Ass:stant Secretary, Temtones ami Local
. Govemment Dmsmn upon notice; on 4 September 2002: ' _

_ Regwnal pmgmmmes
o Whﬂe Iocal govemment has reSpon51b111ty for Iocal roads whio has respons1b111ty for roads that
interlink different councils? Are the roads between councils bemg addressed in the Roads to -

- | -Recovery Progrannne‘? ‘What is the State Governments position on this problem? Could this be'an '
' -:opportumty for a CommonweaitlﬂState/’LocaI Govezmnent pa.rtnersmp‘? o

. 'Mr Mrdak The answer to the comm1ttee s questlon 18 a8 follows

The more unportant roads linking dlfferent councﬂs are generally the respons1b1hty of State

s ‘Governments: However, inevitably many minor roads cross fom one counczl area into the next and s
i 'these are generally the responsibility of the local councils. e

- The Roads to Recovery Programme gmdehnes urge councﬂs ‘to cooperate to enable larger pro;ects S

t0 be implemented on key interregional road links. ‘Councils are also encouraged 6 Work ‘with the

States and Territories to ensure a coordmated approach to the development of reglonai roads and the': S

: scope for leveragmg each other’s pro;ects
- We are unaware of ’fhe views of the States on these issues.

o The possxbzhty of a Commonweal&#StatefLooal Govemnent partnersh1p is bemg addressed in the .
: context of AusLmk N _ . _ o




QUESTIONS TO THE DEPARTMENT OF TRANSPORT
- AND REGIONAL SERVICES =~ o

HOUSE OF REPRESENTATIVES STANDING COMMITTEE ON
"ECONOMICS, FINANCE AND. PUBLIC ADMINISTRATI(}N
INQIHRY INTO LOCAL GOVERNMENT AND COST SHIFTIN G

o Questlen No 17

o Whlch is addxtmnai to that asked of Mr Mlke Mrdak the First Assmtant Secretary, Temtones and .
: Locai Govemment Dmsmn, upon notice, on 4 September 2002 o

: _ Narmnal Pr’maples

o Also you note that the Other Grants Support Prmmpie is an essennal element of the equahsahon o

* principle but is not being consistently implemented by Local Government Grants Commissionsand =~ =~
- so has an impact on the equalisation outcomes. . Can you explain this firther and give examples R

| .-'where a Local Govermnent Grants Commxsszon has 1ot unplemented the pnnmpie‘?

-Mr Mrdak T’he answer to the committee s questlon is as folEows

N _ _'Under the Na’uonal Pmmple (iv):

o “OIher Gmnt Support Other relevanz grant support provzded to local govemmg bodzes 10 meet o _' o '_
L any of rke expendzz‘ure needs assessed should be taken mto account usmg an meluswn approach” Lo

' Conszstent w1th Natzonal Pnnmpies, When State Grants Commxssmns are ca]culatmg the general

e purpose grant for councils they should take into account all grants (Commonwealth' and State) ﬂl&t S

are'provided to fund local government services which are part of the equalisation process ’}”hey

L ’must also mclude the expend1ture that these grants generate m the equahsation precess

S _The result of the mcl‘uswn approach is that where councﬂs recewe a re}atwely }ngh amount of other - o
. grants, their FAGs' grant will reduce. Those with a relatwely Tow amount of other grants wzH have - -

 their FAGs grants increased. Accordmgly, 1f the mclusmn approach is net eerrect]y adepted then it 3_ _- o

: : ,wﬂl 1mpact on ‘rhe grant outcomes.

It should be noted that, for sothe grants it may be appropnate for Commissions to exciude beth the L
grants and the equivalent expenditure from the equahsahon process.. “This could be where Counczis B

- ~ have no-choice in how they spend the grant or the purpose to which the grants xs pat is not
' censxdered to be part of ioeal govemment _ _ .




QUESTIONS TO THE DEPARTMENT OF TRANSPORT -
AND REGIONAL SERVICES )

HOUSE OF REPRESENTATIVES STANDING COMMITTEE ON
ECONOMICS, FINANCE AND: PUBLIC ADMINISTRATION
INQUIRY INTO LOCAL GOVERNMENT AND COST SHIFTING

: Questmn No 18

'thh is additional to that asked of Mr Mlke Mdak the First Assistant Secretary, Territories and
- Local Govemment Division, upon notice, on 4- September 2002 _ :

Nanonaf Prmczp!es ; .
Concenung the Effort Neutrality Pﬁncxple, the deﬁmtmn meludes the term ‘standard level of -

services’. From the information we have received, it would appear that there is no standard ievei of .

- sérvice. In fact, the diversity of councils” business together with the difference in capacity and -

- '_resources between say,’ nzral and urban councils, leads us to think there could be no standard Ievei _
~of service. If that is the case, how can the adoptxon of such a principle be applied and evaldated?
Mr Mrdak The answer to the comxmttee s questxon is as foliews

.T‘he Eﬁ"ort Neutrahty principle reqmres- that_the Local Government Grants Commissions not take

" into account the practices and policies of individual councils, . For example, if a council chooses to
provide a greater range of services than the average, it will be assessed as if it spends at the average, -

 notat the expanded level it has chosen. The differenice ifi the tevenue capacity and expenditure
should only be attributed to circumstances beyond a eounml’s confrol. For example those ansmg
ﬁ'om 1soiatmn : L

The task of the Grants Commission i is to detenmne what is the standaui level of services w;thm the o
state. : : _

o In the methodology used by Grants Comm:ssmns, the standard Ievei of service is a financial
: standard There is no specification of what the standard service is apart from this ﬁnanmal ineasure.

N . For mstance 1f Councﬂs in a State spend $20 mxlhon on hbrary semces then this is assumed to be
- the level of need for library services in the State. The average standard of service would be

obtained by dividing the expenditure on libraties by the population across all councils: So if thiere -

: ~ were 2 mtlhon peoPIe in the State, then the average standard of service Wouid be $1 0

_ Usmg tlns example the task for the Grants Commxssmn is to detennme what it Wlil costeach

o Couneil in the State to provide that average standard of service. In this example, the Commzsswn S
may determine that it costs a metropolitan councils $8.50 per person to provide the average standard -

- of service and a remote rural council $1 5 for the same service. D1fferences in the costs would

o reﬂect factors such as:
e economies ini size;

| e 'd::fferences in the coet of provzdmg the service (addmonal transport costs, d1fferent emp]oyee :
~ .. 'wages and entitlements etc); and. :
- o differences in the. demand for a service (councﬂs W‘lth a iarger proportzon of the popuiatlon that

. are lxkeiy to use the hbrary, such as school aged h:ldren and the aged would have: higher e . __ |

Lo -ieosts)




. Pnor to determmmg standard levels of servxce, the LGGCs are ﬁrst required to make an assessment
—of the scope of “core local government business”, If a function is assessed as “core”, or standard
" thenan average cost of providing the service needs to be determmed followed by an assessment for

B mdmdual councﬂs (fol}omng the process outlmed above)




- QUESTIONS TO THE DEPARTMENT OF TRANSPORT
'AND REGIONAL SERVICES

“HOUSE OF REPRESENTATIVES STANDING COMMITTEE ON
ECONOMICS, FINANCE AND PUBLIC ADMINISTRATION:
| INQUIRY INTO LOCAL GOVERNMENT AND COST SHIFTING

'Questmn No. ! 9

W}uch is addltmnal to that asked of Mr Mike Mrdak, the First Assxstant Secretary, Territories and
'Local Government Division, upon notice, on 4 Se:ptember 2002 o

Cammonwealth Gmnfs Commission 'Revlew-—— zssues

_ | On page 59 of your submzssmn you. mentlon six issues razsed follomng the release of the CGC
'Rewew What is the Department’s pohcy posmon on each of these points?

' Mr Mrdak The answer to the comm1ttee s questmn is as follows

_ The Depa.rtment s reSpons1b111ty is to admmlster the finanmal assistarice grants accordmg 0 the .
- current legislation and to advise the governmernt on matters of policy. Inour subrmssmn we have

. prowded some discusston on these pomts -
However' in relatxon to some of these pomts We niote that:

demsmns to chan ge the mterstate dlstnbutlon of the general purpose and local mads pools have -

- in the past been made at high level meetings con51denng intergovernmental financial relations

" such as Premiers’ Conferences, We are not aware of the Cotnmonwealth acting umlateraily to |
L change the dxstnbutmn in the past ' - . . o

| e the proposal to use rcIatlve needs based on cquahsatmn prmczples should not by ltself Iead to a
different grant outcomes for counc:is, and -

e 'the proposal to spht the general purpose grant pooi into a relatlve nieeds pool and a per capxta S
- podl should not by itself have an impact on grants to councils, This is because each councxl
. cutrently receives a grant that is equal to or greater than the minimum grant given its -
. populatmn For councils on the' minimuam grant under the proposed arrangement, they would -
- receive an allocation from the per capxta pool based on their population and fio grant fromthe
- relative peeds pool. For councils not ont the minimum grant, they would receive an allocation -~
. from the per capita pool based on their p{)pulatzon as-well as a grant from the relative needs o
" pool: The CGC’s prOposai secks to xmprove the transparency of the aﬂocaﬁon of grants to

_ -_"councﬂs -




QUESTIONS TO THE DEPARTMEN T OF TRANSPORT
AN D REGIONAL SERVICES S

HOUSE OF REPRESENTATIVES STANDING COMMITTEE ON

ECONOMICS, FINANCE AND PUBLIC ADMINISTRATION
INQUIRY INTO LOCAL GOVERNMENT AND COST SHIF’I’ING -

' Queshon No 20

o Wh1ch is addmonal to that asked of Mr Mlke Mrdak the F irst Assxsta.nt Secretaxy, Temtones and ' S

o Local Govemment Division, upon notxce ond September 2002

' 'D:smbutwn of FA Gs _

_ Could you outlme the practmai dlfference between honzontai equahsation and the concept of
_relzmve need usmg equal;satlon pnnmples‘? . .

aE Mr Mrdak The answer to the comzmttee S questlon is as follows

P or honzontal equahsatlon to be quy achmved the m1mmum grant reqmrement would have to be’ _

- removed and some hi gher capacity councils would have to receive negative grants (that is, they
: would have to contnbute funds to the grants pooi rather than recemng them)

' Thls means that in all States because some- counc:1Is in each State are on minimum g:rants,

o 'prowded for in the Act, honzontal equahsataon cannot be achzeved

 Itis for that reason that the Commonwealth Grants Commlssxon proposed the concept of relative”

 needs using equahsatxon prmcxples to describe the objective (that councils with relatively greater T o

. need receive a relatively greater share of the funding) and the allocation process. However;in
.. practice, the same basic philosophy and methodology for aHocatmg the gra—.nts would be used for o
. aliocatmg grants from the relatwe needs pooi R o _ _ .




QUESTION s TO THE DEPARTMENT OF TRANSPORT
_ AND REGIONAL SERVICES

HOUSE OF REPRESENTATIVES S'I'ANDING COMMITTEE ON .
- ECONOMICS, F];NANCE AND PUBLIC ADMINISTRATION
INQUIRY INTO LOCAL GOVERNMEN T AN D COST SHIFTING

- Questlon No 21

- W}ueh 18 add1t10r1a1 to that asked of Mr Mlke Mrdak, the Frrst Assistant Secretary, Temtones and

o Locai Government Division, upon notice, on 4 September 2002

' '-Dlsmbutmn of FA G'S

- Does dxstnbutmg FAGS on an equal per caplta bams to the States mean there is less money goingto - -
' Eocai govemment in those States and Temtones suffmng the greatest d15advantage'? . o

Mr Mrdak The answert to the comxmttee § questmn is 4s fol!ows

: On]y the general purpose grants afe dlstnbuted on an equal per cap1ta basis between States _
: -Dzstnbutmg these grants on this basis does mean that there is less funding going to the States with _
. the greatest disadvantage. A difficulty in moving away ﬁ-om the equal per capita dlstnbut:on has
E -'been to detennme a ‘better dlstnbutton _ _ S _

: When the local roads grants are added to the general purpose grants, the resulting dxsmbutzon isnot L

- equal per capxta (see Table 6.1 in the Department’s submission).. The resuitmg dxsmbuuon may -
adtiress somie of the needs of some of the dxsadvantaged Statesfl" emtones S




QUESTIONS TO THE DEPARTMENT OF TRANSPORT
AND REGIONAL SERVICES o

: '- HOUSE OF REPRESENTATIVES STANDING COMMITTEE ON

“ECONOMICS, FINANCE AND PUBLIC ADMINISTRATION: .
INQUIRY INTO LOCAL GOVERNMENT AND COST SHIF‘TING

_ Quesnon No 22

: W}nch is addltmnal to that asked of Mr M1ke Mrdak, the First Ass1stant Secretary, Temtones and - = o

o Locai Govemment Division, upon notice; on 4 September 2002:

Dmsmbm‘wn of FA Gs _

_ "It was estlmated by the Local Govemment Assomatxon of South Australia (Submxssmn No. 223)
- that di stnbutmg General Purpose Grants based on populatlon rather than need is costing South
-'Austrahan councxls in the order of $20m to $3 Om per annum ‘Would you like to comment?

"Mr Mrdak T‘he answer to the comnuttee s questmn is as follows

- 'Dlstnbutmg the general purpose grants on an equal per cap1ta basxs between States means there is
- less fundmg going to the States where councﬂs may be more disadvantaged than coundils in other ~ -
- States. However there is no agreed methodology for determining “need” across States. Therefore, SR
. DOTARS is unable to comment on the amount est:zmated by the Local Governmeént Assoc:atwn of .

' South Austraha




QUESTIONS TO THE DEPARTMENT OF TRANSPORT
AND REGIONAL SERVICES

HOUSE OF REPRESENTATIVES STANDING COMMITTEE ON
ECONOMICS, FINANCE AND PUBLIC ADMINISTRATION:
INQUIRY INTO LOCAL GOVERNMENT AND COST SHIFTING

(Question No, 23
Which is additional to that asked of Mr Mike Mrdak, the First Assistant Secretary, Territories and

Local Government Division, upon notice, on 4 September 2002:

Distribution of FAGs

Roads to Recovery will provide South Australia with $34m more than it would have been allocated
under the Identified Local Roads Grants formula had it been applied. How can the difference
between the two funding models be explained?

Mr Mrdak - The answer to the committee’s question is as follows:

The Government decided the State allocations for the Roads to Recovery Programme taking into
account particular population and length of road under the control of local government. The state
distributions calculated by using these factors were compared with each other and with the
historical distribution that results from using the financial assistance grants Identified Local Roads
component, Consideration was also given to the concern of South Australia that they receive a
disproportionate level of funding under the financial assistance grants identified for roads. The
Government weighed up all these factors and decided on the distribution announced as providing

the most equitable distribution of funding.



- QUESTIONS TO THE DEPARTMEN'I‘ OF TRANSPDRT
AND REGIONAL SERVICES :

' '. HOUSE OF REPRESENTATIVES STANDING COMNIITTEE ON
- ECONOMICS, FINANCE AND PUBLIC ADMINISTRATION:.
INQUIRY INTO LOCAL GOVERNMENT AN D COST SHIFTING

' Questlon No. 25

: Whlch is addmonai to that asked of Mr Mlke Mrdak the First Assxstant Secretary, Temtones and :
Local Government Division, upon notice, on 4 September 2002; _ -

A!fematwes m FA Gs

' How reahstlc is the’ prospect ofa Jomt Commonwealth State parmershxp for payment of ﬁnanmal o
assmtance (pagc 68 of submxssmn)‘7 Has the Departmcnt expiored this option? T

' Mr Mrdak "The answer to the commitiee’s questmn is as foliows
- The Department has not explored thzs optmn in any detail. However we would pomt out that the .

clirrent atrangements for the distribution of firiancial assistance- grants already involves an .
* allocation mechanism ‘partnershlp” between the Commonwealth and the States. States havc .

o ‘enacted- lTegislation to establish. Local Government Grants Commissions. The Fedetal Ieglslatwn

‘requires the involvement of the State Minister in the approva} process for the distribution of the "

~ grant. States are consulted on the National Principles and any changes to them. Under the current : .:' o
arrangements the Commonwealth provides the $1.45 billion in ‘grants for local govemment and the L

' "States ﬁmd the 0perat10n of the Local Govemment Grants Comm1sswns




