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STATES GRANTS (GENERAL PURPOSES)AMENDMENT BILL 1995

GENERAL OUTLINE

The purposeof this Bill is to giveeffect to the arrangementsagreedatthe
Premiers’Conferenceon 11 April 1995 for theprovisionof generalrevenueassistanceto
the StatesandTerritoriesin 1995-96. Thenew arrangementsarelargelyimplementedby
the addition of anew scheduleto the StatesGrants(GeneralPurposes)Act 1994.
Amendmentsto the Act alsoreflect thedecisionof thePremiers’Conferencethatthe
methodof distributingarterialroadgrantswill changein 1995-96,andthattheir level
will beincreasedin line with theConsumerPriceIndex (CPI) andpopulationgrowthin
thesamemannerasfinancialassistancegrants.

GeneralRevenueGrants

Generalrevenuegrantsincludefinancialassistancegrants,arterialroadfunding and
specialrevenueassistance.

At the 1994 Premiers’Conferencemeeting,theCommonwealthundertookto maintain
thelevel of financial assistancegrants(FAGs) to the StatesandTerritoriesin real per
capitatermsfor the threeyearsfrom 1994-95to 1996-97. The 1995Premiers’
ConferenceconfirmedthatFAGsin 1995-96will increasein realpercapitatermsand
thatthey will bedistributedin 1995-96on the basisof therelativitiesrecommendedin
theCommonwealthGrantsCommission’sReporton GeneralRevenueGrantRelativities
1995 Update.

It wasagreedatthe 1995Premiers’Conferencethatspecialrevenueassistancetotalling
$486 million will beprovidedto selectedStatesin 1995-96. (Of this amount,theACT
will receive$49.1million for transitionalallowancesandspecialfiscalneedsin the
AnnualAppropriationBill No 2 ratherthanin thisBill.) It was alsoagreedthatarterial
roadgrantsare to be indexedfrom 1 July 1995 in line with CPI andpopulationgrowth,
andthat in 1995-96,onethird of arterialroadgrantswill bedistributedon the basisof
therelativitiesunderlyingFAGs,with theremainingtwo thirdsdistributedin the same
sharesas in 1994-95.

The amountfinally payableto theStatesandTerritorieswill be determinedin accordance
with an indexfactorandapopulationfactor. Theindex factorwill be thesumof the CPI
for thefour quartersto March 1996dividedby the sumof the CPI for thefour quarters
to March 1995. This calculationwill be basedon theindex numberspublishedin the
March quarter1996 CPIreleaseby theAustralianBureauof Statistics. Thepopulation
index factoris definedasthequotientof thepopulationof the StatesandTerritoriesas at
31 December1995 andthepopulationas at31 December1994.

FINANCIAL IMPACT STATEMENT

The arrangementsto beestablishedby this Bill providefor theestimatedpaymentto the
StatesandTerritoriesof about$15.7 billion in 1995-96.
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ABBREVIATIONS

Thefollowing abbreviationsareusedin this ExplanatoryMemorandum:

Bifi: StatesGrants(GeneralPurposes)AmendmentBill 1995

the Act: StatesGrants(GeneralPurposes)Act 1994

State(s):

IncludestheNorthernTerritory and theAustralianCapital
Territory

FAGs: FinancialAssistanceGrants
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NOTESON CLAUSESOF THE BILL

Clause1: Shorttitle

Self explanatory,

Clause2: Commencement

Selfexplanatory.

Clause3: Schedule

Clause3 amendsthe Act in accordancewith thesevenclausescontainedin the schedule
to theBill. Thefirst six clausescontainedin thescheduleareassociatedwith amending
theAct so that the relevantschedulefor both the 1994-95and 1995-96yearsare
appropriatelyapplied. Clause7 insertsa new Schedule2 whichprovidesall the
entitlementdetailsfor eachStateas agreedatthe 1995 Premiers’Conferencefor
1995-96.

I
S
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SCHEDULE

AMENDMENTS OFTHE STATESGRANTS (GENERALPURPOSES)ACT 1994

NOTES ON CLAUSES

Clause1: Section3 of theAct—Application of theAct to a grantyear

‘ Section3 of the Act providesfor theapplicationin 1994-95of therangeof matters
specifiedin Schedule1 whichweredecidedby the 1994Premiers’Conferencefor the
1994-95financialyear. Theamendmentsto this sectionprovidefor theapplicationof a
newSchedule2 which relatesto themattersapplicableto the 1995-96financialyear.

Clause2: Section10 of the Act—Arterial roadgrants

Section10 of the Act providesthateachStateis entitledto additionalfunding by wayof
arterialroadsgrantsasspecifiedin the schedule. In 1994-95thesewerefixed amounts
for eachState. As from 1 July1995,theseamountareto beindexedin line with the

growthin FAGs.

Theamendmentsto Section10 specifythatwhile eachStatein 1994-95is entitledto the
fixed amountasspecifiedin Schedule1, the 1995-96entitlementwill be fixed by the
formula specifiedin Schedule2.

Clause3: Section12 of the Act—Specialrevenueassistance

Section12 asamendedprovidesfor thepaymentof additionalfinancialassistancein the
form of specialrevenueassistanceaccordingto theformulathatwaspreviously
incorporatedin Schedule1 of theAct. Thatformulaincreasesin realpercapitaterms
thebaseamountssetoutin the schedulesthatapply to therelevantfinancialyears. This
providesfor thelevelsof specialrevenueassistancefinancedfromthe FAGspool to
movein line with adjustmentsto maintainFAGsinrealpercapitaterms.

As theformulafor maintainingpaymentsin realpercapitatermsappliestopaymentsin
bothschedulesto theAct, it is proposedthat theformulabe incorporatedin theAct
ratherthanrepeatedin eachof the schedules.

Clause4: Transitional

Theinclusionof the specialrevenueassistancepaymentsformulain Section12 of the
Act ratherthanSchedule1 requiresthat amountspaidundertheAct prior to its
amendmentby this Bill be deemedashaving beenpaidaccordingto theamendedsection.

Clause5: Schedule1 of the Act (Heading~

The headingof Schedule1 is being changedfrom “Grant year1994-95” to “Grant year
commencing1 July 1994”.
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Clause6: Clause4 of Schedule1 of the Act—Specinirevenuenssist~nce

Clause6 amendsClause4 of Schedule1 to theAct to deletetheformulaadjustingthe
baseamountsof specialrevenueassistancein realper capitatermswhichis now
incorporatedin theamendedSection12 of the Act. The baseamountsfor special
revenueassistancesetout in amendedClause4 arethe sameasthosesetoutin the
previousClause4 of Schedule1. The level of specialrevenueassistancein 1994-95is
thereforeunaffectedby theseamendments.

Clause7

Clause7 insertsSchedule2 attheendof theAct. Thenewschedulerelatesto the

mattersdecidedatthe 1995 Premiers’Conference.

SCHEDULE 2

Grant year commencing1 July 1995

Introduction

Thequantumof the FAGspoolin 1995-96and thedistribution of thepooiamongthe
Statesare to bedeterminedin accordancewith the formulasetout in Section9 of the
Act, the “baseassistanceamount”providedin Clause1 of Schedule2 andtherelativities
factorsprovidedin Clause2 of Schedule2. In brief:

Thebaseassistanceamountisincreasedby two factorsto determinethe total
amountof FAGs in 1995-96:

— thequotientof thesum of quarterlyconsumerpriceindexnumbersfor the
yearto theMarch quarter1996 andthe sumof thequarterlyconsumerprice
index numbersfor theyearto the Marchquarter1995;and

— apopulationfactorderivedby dividing the estimatedtotalpopulationof the
six States,the AustralianCapitalTerritory andthe NorthernTerritoryas at
31 December1995 by theestimatedtotalpopulationof the six States,the
AustralianCapitalTerritory andtheNorthernTerritory as at31 December
1994;

the “relativities factors”are appliedto eachState’spopulationas at
31 December1995 to arriveataweightedpopulationshare;and

eachStateisthenentitledto its weightedpopulationshareof the combinedpool of
FAGs andhospitalfundinggrants.

S
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NOTESON CLAUSES

Clause1: Interpretations

Clause1 of Schedule2 definesthetermsusedin the schedule.

The“baseassistanceamount”of $14,076,153,668is the amountof FAGsplus the
amountof specialrevenueassistancein 1994-95fundedfrom theFAGspool. This

amount
is thenreducedby theamountof 1995-96specialrevenueassistancethatis to be

fundedfrom the 1995-96FAGspool (seethe noteon Clause4 below).

Clause2: Relativitiesfactors

Clause2 lists therelativitiesfactorsfor eachStatefor 1995-96. Theserelativitiesfactors
wererecommendedby theCommonwealthGrantsCommissionandadoptedby the 1995
Premiers’Conference.

Clause3: Arterial roadgrants

Clause3 providesthe formulawhich is to determinethetotal amountof arterialroad

grantsin 1995-96andeachState’sshareof thattotal.

Thetotalamountof arterialroadsgrantswill beequalto $350million (the amountpaid
in 1994-95)increasedby therise in the consumerpriceindexfactorandthepopulation
factor. Both factorsarethe sameasthe factorsusedto calculatetheincreasein FAGs
for 1995-96.

In accordancewith the decisionof thePremiers’Conference,onethird of arterialroad
grantswill bedistributedaccordingto thedistributionunderlyingFAGsin 1995-96—

thatis, therelativitiesfactorsweightedby populationshares.Thebalancewill be
distributedon thesamebasisasthatusedin 1994-95.

Clause4: Specialrevenueassistancegrants

Clause4lists the baseamountsfor thecalculationof specialrevenueassistancethat
Stateswill receivein 1995-96. Thebaseamountsareto beincreasedin line with
changesin theCPI andpopulationgrowthin the samemannerasFAGs areto be
increased.

Specialrevenueassistanceto bepaidin 1995-96will takethe form of eithertransitional
assistanceor Medicareguaranteepayments.Thecurrentestimatesof total special
revenueassistanceto bepaidin 1995-96underthisBill areincludedin thetablebelow.
TheMedicareguaranteepaymentsof $58.9million shownas “Non PoolFunded”arenot
fundedfrom the poolof FAGs andrepresentan additionalcostto the Commonwealth.‘ (Transitionalallowancesandspecialfiscalneedsfor theAustralianCapitalTerritoryare
metfrom AppropriationBill No. 2.)
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SpecialRevenueAssistance1995-96($m) (a)

Once-offTransitional MedicareGuarantee Total
SpecialRevenue Payments 4

Assistance

Pool funded Non Pool Poolfunded NonPool
Funded Funded

NSW .. .. 147.1 34.1 181.2
VIC .. .. 206.2 24.7 230.9
ACT 15.0 .. 15.0
NT 10.0 .. .. .. 10.0
Total 25.0 ., 353.3 58.9 437.2

(a) Theestimatedamountsshownare indexedfor CPIandpopulationgrowth.
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