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STATESGRANTS (GENERALPURPOSES)BILL 1993

GENERALOUTLINE

Thepurposeof this Bill isto give effectto the arrangementsagreedat thePremiers
ConferenceandLoan Councilmeetingof 5 July 1993to apply in 1993-94for the
provisionof generalpurposeassistanceto the Statesand Territories. In largepart, the
provisionsof theBill parallelthoseof theStatesGrants(GeneralPurposes)Act 1992.

GeneralRevenueGrants

Generalrevenuegrantsincludefinancialassistancegrants,arterialroadfunding and
specialrevenueassistance.

At the 1993Premiers’ConferenceandLoan CouncilMeeting,theCommonwealth
reaffirmedtheundertakingmadeat the 19% Premiers’Conferenceto maintainthe level
of generalrevenueassistanceto the Statesand NorthernTerritory in realtermsfor the
threeyears1991-92to 1993-94.

Thebaselevel of financialassistancegrantswill be distributedon thebasisof the
CommonwealthGrantsCommission’sMedicareadjustedrelativitiesincludingan
alternativetreatmentforcorporatereconstructionsfromtheReporton GeneralRevenue
GrantsRelativities1993. Thereferenceto this relativity is Alternativecalculation
No25, CommonwealthGrantsCommissionWorking Papers,1987-88to 1991-92,
Vol4.

It wasagreedthatspecialrevenueassistanceof $30 million will beprovidedto the
NorthemTerritory in 1993-94and$20million providedto theACT in 1993-94. (The
ACT will receivean additional$20million specialrevenuegrantsfundedby the
Commonwealth,togetherwith $64 million for transitionalallowancesandspecialfiscal
needs.Theselatteramountsareincludedin theAnnual Appropriationratherthan this
Bill.)

As in previousyears,theamountfinally payableto theStatesandTerritorieswill be
adjustedto accountfor the differencebetweentheactualoutcomein theConsumerPrice
Index(CPI) in theyearto theMarchquarter1994 andthe forecastat thetimeof the
1993Premiers’Conference.

GeneralPurposeCapitalGrants

It wasagreedatthe 1993 LoanCouncilmeetingthatgeneralpurposecapitalgrants
undertheStateGovernments’Loan Councilprogramswould becontinuedat thesame
level asin 1992-93,with $253million providedfor the Statesandcomparablegeneral
purposecapitalassistancegrantsof $43.8million totheNorthernTerritory and
$33.5million to theACT.



2

FINANCIAL IMPACT STATEMENT

Thearrangementsputforwardin this Bill providefor thepaymentto theStatesof
$14.7billion.

ABBREVIATIONS

Thefollowing abbreviationsareusedin this ExplanatoryMemorandum:

Bill: StatesGrants(GeneralPurposes)Bill 1993

1992 Act: StatesGrants(GeneralPurposes)Act 1992

Commission: CommonwealthGrantsCommission

EducationMinister: Ministerfor Employment,EducationandTraining

HealthMinister: Ministerfor Health, Housingand CommunityServices

State(s): IncludesNorthernTerritoryandAustralianCapitalTerritory

Conference: PremierstConferenceandLoanCouncilmeetingheld on 5 July
1993
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NOTESON CLAUSES

PART 1: PRELIMINARY

Clause1: Shorttitle

Selfexplanatory.

Clause2: Commencement

Sub-clause(2) providesfor therepealof the1992Act to occuron 31 December1993,
allowingfor weeklypaymentsbeingadvancedin 1993-94underSection17 of the
1992 Act to becontinueduntil all necessaryapprovalsunderthisBill havebeenobtained.

Clause3: Interpretation

Sub-clause(1)definesmanyof the termsusedin subsequentclauses.With thefollowing
exceptions,mostof thesetermsareselfexplanatoryor theft meaningis evidentin the
contextof theclauseto whichtheyapply:

The “baseassistanceamount”is $13,926,118,043.Thisfigurehasbeencalculated,

accountingfor, interalia,theamountof generalrevenueassistancepaid in
1992-93,plusthe State-likefunding componentof the 1992-93generalrevenue
grantpaidto theACT, anda realtermadjustmentbasedon theforecastincreasein
theCPIat the timeof the Conference.

Thefigureof 443.8referredto in thedefinitionof the “index estimate”is thesum
of the indexnumbersasprojectedat thetimeof theConferencefor the four
quartersendingMarch 1994.

The “populationfactor”for eachStaterepresentsMedicareadjustedrelativities

from theCommission’sReportonGeneralRevenueGrantRelativities1993,
AlternativeCalculationNo. 25,CommonwealthGrantsCommissionWorking
Papers,1987-88to 1991-92,Vol4.

In a changefrom the 1992 Act andearlierActs, Statehasbeendefinedto include
theAustralianCapitalTerritory.

Sub-clause(2)providesthat revisionstothe indexnumberswill bedisregardedafter
publicationof the indexnumberfor theMarchquarter1994. Sub-clause(3) providesfor
adoptionof a newreferencebasefor the indexnumbersif oneis introduced.

Clause4: Hospital2rant

FinancialassistancegrantsaredistributedamongtheStatesaccordingto relativities
determinedby theCommission.Theserelativitiesareappliednotonly to financial
assistancegrantsbut toa poolof fundsequaltofinancialassistancegrantsplusthelarger
partof thespecificpurposepaymentunderthehospitalfundingarrangements.Certain
partsof thehospitalfundingarrangementsareexcludedfrom therelativities
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arrangements.This Clausesetsoutthedetailsof hospitalfundingpaymentsto each
Statewhich theHealthMinister is requiredto determine.The amountsdeterminedby
theHealthMinisterareusedto calculateeachState’sshareof boththe joint poolandits
shareof financialassistancegrantsin accordancewith the formulainClause6.

Clause5: Determinationof populationof a State

ThisClauseprovidesfor theAustralianStatisticianto makea determinationbefore
10 June1994 settingout theestimatedpopulationsof the Statesat 31 December1993.
Sub-clause(2) requirestheStatistician,whenmaking hisdetermination,to consultthe
official Statisticianof eachStateandto haveregardto thelatestavailablestatisticsin
relationto population.

PART2: GRANTS TO THE STATES

Clause6: Financialassistancegrants

ThisClauseprovidesthat eachStateis entitledto financialassistanceof amountsfixed
by formulawhich includesthe baseassistanceamount,anychangein theCP1outcome
fromthat forecastedby Treasuryin July 1993,thepopulationof the State,therelaiivities
calculatedby the GrantsCommissionand theamountof HospitalFundingGrants.

Sub-clause6 (1) determinesthatpartof financialassistancegrantsincludedin the
Commonwealth’soffer at the 1993Premiers’Conferencein fulfilment of the
commitmentsmadein 1990toprovidethesamereallevel of financialassistancegrants
for threeyears. It providesfor a paymentof around$13.9billion.

Theformula indicatesthata State’sshareof fmancialassistancegrantsis derivedas the
differencebetweenits adjustedpopulationweightedshareof thecombinedpool of
financialassistancegrantsand basehospitalgrantsandits own shareof thebasehospital
funding grantin 1993-94.UnderClause4, estimatesof eachState’s“hospital grants”in
1993-94areto bedeterminedby theHealthMinisterby 10 June1994.

Thepoolof financialassistancegrantsin 1993-94is adjustedup or down(by the“index
factor”) in line with anyvariationbetweenthe Conferencetimeforecastandthe actual
increasein theCPI in theyearendingtheMarch quarter1993. Thisadjustmenthas the
effectof maintainingtherealvalueof thepoolof grantsat the level estimatedat the time
of theConference.

A State’sshareof adjustedtotalpopulationdependsupon the“populationfactors”, that
is theMedicareadjustedrelativities,specifiedunderSub-clause3(1).

Sub-clause6(2): Transferof nurseeducationfunding from the States.

Subclause6(2)providesthat eachState’sshareof financialassistancegrantsasprovided
for undersub-clause6(1)bereducedby anamountdeterminedby theEducation
Ministerasa resultof thetransferof funding fornursingeducationfrom the Statesto the
Commonwealth.
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Full responsibilityfor thefundingof basicnurseeducationwill betransferredfrom the
Statesfrom 1 January1994. Underthetermsof theNurseTransferAgreementthe
Statespay approximately75 percentof recurrentcostsandall capitalcostsassociated
with basicnurseeducationfor anagreednumberof placesfor thedurationof thetransfer
periodbetween1985and1993. The Commonwealthcontributesapproximately25 per
centof thecostof placesundertheStatesGrants(NurseEducationTransferAssistance)
Act 1985.

Whenthetransferiscomplete,thefull costof basicnurseeducationwill befunded
throughtheHigherEducationFundingAct(FlEEAct) on thesamebasisasotherhigher
educationplaces,the necessaryamendmentsto theHEFAct will beintroducedlaterin
this session.Thisclauseallowsfor thenecessaryoffsettoCommonwealth/Statefinancial
arrangements,with theamountto bedeterminedby theEducationMinisterbeing
dependenton theadditionalamountspaidundertheREFAct in theperiod from
1 January1994to 30 June1994.

Clause7: Identified arterialroadgrants

ThisclauseprovidesthateachStateisentitled to financialassistance,in theform of
untied grantsfor arterialroadsgrants.Theseamountsarenot to beindexed.

From 1 January1994theCommonwealthwill untie $350million of Commonwealthroad
funding.Thesewill replacefundingpreviouslypaidasa specificpurposepaymentsunder
theAustralianLandTransportDevelopmentAct1988. In 1993-94and 1994-95
paymentswill be$175 million and$350million respectively,distributedon theaverage
of the arterialroadsallocationfor thethreeyearsto 1992(inclusive). In 1995-96and
1996-97theaggregateleveloffundswill beindexedtothemovementsin financial
assistancegrants. In 1997-98thefunds will beabsorbedinto financialassistancegrants.

rhui~S~Srare’znnt bnnnd to apply paymentstowardsexpenditureon roads

Thepurposeof this Clauseisto clarify the Commonwealth’sintentionthat no conditions
areimposedon the Stateswith respectto theexpenditureof thefunds,includingthat
theyarenotnecessarilyrequiredto beappliedto expenditureon roads.

C!~,ice9~Specialrevenueassistancegrant- AustralianCapitalTepitory

This Clauseprovidesthat the AustralianCapitalTerritory is entitledtospecialrevenue
assistanceof $20million. TheClausealsoprovidesthatthis amountis to beadjusted(by
the“index factor”) in line with anyvariationsbetweentheConferencetimeforecastand
theactualincreasein theC?!in theyearendingtheMarchquarter1994. This
adjustmenthasthe effectof maintainingtherealvalueof that assistanceatthe level
estimatedat the timeof theConference.
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Clause10: Specialrevenueassistancegrant- NorthernTerritory

ThisClauseprovidesthattheNorthernTerritory isentitledto specialrevenueassistance
of $30million. The Clausealsoprovidesthat this amountis to beadjusted(by the
“index factor”) in line with anyvariationsbetweentheConferencetimeforecastandthe
actualincreasein theCPI in theyearendingthe Marchquarter1994. Thisadjustment
has theeffectof maintainingtherealvalueof thatassistanceat the levelestimatedat the
time of theConference.

ClauseII: Specialrevenueassistancegrantrelating to additional Medicare agrn.rn~nt
guarantees- New SouthWales

ThisClauseprovidesfor thepaymentof $135,762,074to NewSouthWalesaspayment
for the Medicareguaranteepaymentsagreedto at theConference.Thefinal amountwill
beadjustedto reflectthe differencebetweentheactualchangein theCPIandthe
estimateassumedatthetimeof the Conference.

As partof therecentlyrenegotiatedMedicareagreementswith NewSouthWales,the
Commonwealthprovidedguaranteesasto thebenefitNewSouthWaleswould obtain
from the useof Medicareadjustedrelativities todistributefinancialassistancegrants
amongtheStates.TheMedicareguaranteepaymentssatisfytheobligationsarisingfrom
theguarantees.

Clause12:Specialrevenueassistancegrantrelating toadditionalMçAicare agrerrnent

guarantees- Victoria

ThisClauseprovidesfor thepaymentof $190,297,095to Victoria aspaymentfor the
Medicareguaranteepaymentsagreedto at theConference.Thefinal amountwill be
adjustedto reflectthedifferencebetweentheactualchangein theCPIandtheestimate
assumedatthetimeof theConference.

As partof therecentlyrenegotiatedMedicareagreementswith Victoria , the
Commonwealthprovidedguaranteesasto thebenefitVictoria would obtain fromtheuse
of Medicareadjustedrelativitiestodistributefinancialassistancegrantsamongthe
States.TheMedicareguaranteepaymentssatisfytheobligationsarisingfrom the
guarantees.

Clause13: Reductionof aeneralrevenuerantsto States(otherthan theAn~tralian

CapitalTerritory)to takeaccountof certainadvancepayments

ThisClauseprovidesfor thepaymentsto theStatesfor 1993-94underClauses6, 7, 10,
11 and 12 areto bereducedto theextentthatadvancepaymentsweremadeunder
Section 17 of the 1992 Act. ThisSectionof the 1992 Act empoweredtheTreasurerto
makeadvancepaymentstoanyStateduringthesix monthscommencing1 July1993of
anamountup to 55 percentof theamountpaid in 1992-93to thatState(andthe total to
all Statestonotexceedonehalfof the totalpaid in 1992-93). Thepurposeof this
provisionis toensurethat thetotal revenuegrantpaid to eachStatein 1993-94is not
greaterthan theamountpayableto it asdeterminedby Clauses6,7, 10, 11 and 12.
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Clause1k Reductionof generalrevenuegrantsto theAustralianCapitalTerritory to
takeaccountof certainadvancepayments

ThisClauseprovidesfor thepaymentsto theACT for 1993-94underClause6, to be
reducedto theextentthat theACT receivespaymentsfor thesamepurposefrom either
theSupplyAct (Nol) 1993-94 or theAppropriationAct (No.2)1993-94. Thepurpose
of thisprovisionis to ensurethat thetotal revenuegrantpaidto theACT in 1993-94is
notgreaterthan theamountpayableto it as determinedby Clause6. Inclusion of
paymentsto theACT in theSupplyAct was necessaryto ensurea continuationof
paymentsto theACT from 1 Julyuntil thepassageof this Bill throughParliamentis
completed.

Claiiqe lS~Grantsto Stasesin respectof capitalexpenditure

ThisClauseprovidesfor thepaymenttoeachStateduring 1993-94of its shareof the
totalcapitalgrantsof $330,307,000payablein thatyear. Thegrantsareexpressedas
being“in connectionwith expenditureof a capitalnature” butthereareno conditions
imposedon themannerin whichStatesmayapply them.

Claiice I fr Statesnot houndto applypaymentstowardscapitalexpenditure

ThisClauseclarifies the intentionof theBill thatno conditionsareimposedon theStates
with respectof theexpenditureof capitalgrants,includingthat theyarenotnecessarily
requiredto beappliedto capitalexpenditures.

Clause 7: ReAiirHonof capital expendituregrantsto States(otherthan theAustralian
CapitalTerritory) to takeaccountof certainadvancepayments

This Clauseprovidesfor thepaymentsto theStatesfor 1993-94underClause15 to be
reducedto theextentthat advancepaymentsweremadeunderSection17 of the 1992
Act. This Sectionof the 1992Act empoweredtheTreasurerto makeadvancepayments
to anyStateduring the six monthscommencingon 1 July1993 of anamountup to 55
percentof theamountpaid in 1992-93to thatState(andthe totalto all Statesto not
exceedonehalf of the totalpaid in 1992-93). Thepurposeof this provisionis to ensure
that thetotalcapital grantpaidto eachStatein 1993-94is notgreaterthantheamount
payableto it as setout in Clause15.

Clause I ~. ReAiirtinn of capitalexpendituregrantsto the AustralianCapitalTerritory to
takeaccountof certainadvancepayments

ThisClauseprovidesfor thepaymentsto theACT for 1993-94underClause15, to be
reducedto theextentthat theACT receivespaymentsfor thesamepurposefromeither
theSupplyAct(Nol)1993-94ortheAppropriationAct(Wo.2)/993-94.Thepurpose
of this provisionis to ensurethatthetotalcapitalgrantpaidto theAD’ in 1993-94is
notgreaterthantheamountpayableto it asdeterminedby Clause15. inclusionof
paymentsto theACT in theSupplyAct wasnecessaryto ensurea continuationof
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paymentsto theACT from 1 Julyuntil thepassageof this Bill throughParliamentis
completed.

Clause19: Statecontributionto costsof highereducation siiperann,ntinn

ThisClausemakesthepaymentof financialassistanceto a StateundertheBill
conditionalon theStatemakinga paymentto theCommonwealthbefore31 May 1994of
anamount,determinedby theEducationMinisterno laterthan 31 March 1994,equalto
theState’sestimatedshareof superannuationexpenditureundertakenby higher
educationinstitutionsin thatStateduring 1993-94.

Sub-clause(2) providesthat if, by 31 May 1994,a Statehasfailed to makefull payment,
theTreasurerwill be ableto recovertheamountoutstandingby offsettingthatamount
againstpaymentsdueto theStatesfrom theCommonwealthundertheBill. Sub-clause
(4) deemssuchan offsetto havebeenpaid by theStatetomeettheobligationunder
Sub-clause(1).

Sub-clause(3) detailsthe basisupon which theEducationMinister isto makehis
determination.Theamountof thepaymentwhich eachStateis requiredto maketo the
Commonwealthisthesumof:

• the State’sestimatedshareof thetotalexpenditureon highereducation
superannuationattributableto serviceprior to 1974,beingin proportionto its
relativecontributionto therecurrentcostsof highereducationovertherelevant
period; and

• theestimatedamountby which expenditureattributableto serviceafter 1981 is in
excessof theexpenditurewhich would otherwisehavebeennecessaryif the
employer’scontributionhadbeenlimited to 14 percentof highereducation
salaries,afteraccountis takenof the Commonwealth’sagreementto fund the3 per
centsuperaimuationproductivitybenefitundertermsconsistentwith theprovision
of thatbenefitin theareaof CommonwealthGovernmentemployment

Clause20: Highereducationfundingconditinn

Section25A of theHigherEducationFundingAct 1988 providesfor grantsto bemade
to highereducationinstitutionsfor financial supportfor studentorganisationsin
circumstanceswheretheEducationMinister is satisfiedthat a State,by its actions,has
affectedtheability of institutionsto providesuchsupportasthey seefit.

Sub-clause(1) makesit a conditionof financialassistancetoa Stateunderthis Act that it
reimbursetheCommonwealthfor anygrantsto theState’shighereducationinstitutions
madeundersection25A of theHigherEducationFundingAct 1988. Sub-clause(2)
providesthat if this conditionis not fulfilled theTreasurermayreducethe amountof
paymentsto theStatesunderthis Act by theamountnotreimbursed.Sub-clause(3)
deemssuchan offsetto havebeenpaidby the Stateto meetthe obligationunder
Sub-clause(1).
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PART 3: MISCELLANEOUS

Clau.’~e21~Advancepaymentsfor grantyear

ThisClauseprovidesfor theTreasurerto makeadvancepaymentsto a Stateduring
1993-94of amountsto which the Stateis expectedto beentitledduring theyear. This
allows regularinstalmentsof grantsto bepaiduntil the timewhenthefinal amountsto
which a Stateis entitledin 1993-94canbecalculated.

Claii~22: Advancepaymentsfor succeedingyear

ThisClauseprovidesfor theTreasurerto makeadvancepaymentsto anyStateduring
the six monthscommencingon 1 July 1994 of amountsup to 55 percentof theamount
payablein 1993-94(with thetotalpaid to all Statesnot to exceedonehalf of theamount
paid in 1993-94). TheClauseallows for thecontinuationof regularpaymentsof general
revenueor capitalexpendituregrantsto theStatesin 1994-95pendingthepassageof
newlegislationtoprovide forgrantsduring thatyear.Similar provisionswereincludedin
Section 17 of the 1992 Act.

CIauw “3: Tre2cIIrer rnny fix 2ropunts,andthriesof payments,of financialassistance

ThisClause,consistentwith pastarrangementsfor generalpurposepaymentsto the
States,authorisestheTreasurerto approvetheamountsandtiming of paymentsmaking
up a State’sentitlementsfor 1993-94. in general,grantsarepaid in equalweekly
instalments.

Clause24: Aunropriation

Selfexplanatory.

Clause25: Delegationby Treasurer

Sub-clause(1) empowerstheTreasurertodelegatehispowersunderClauses
17,18,19,21,22and23 to an officer in the Departmentof the Treasury,andSub-clause
(2)providesfor thenominateddelegateto besubjectto theTreasurer’sdirections.
Similarpowerwasgrantedunderthe 1992Act.

Clause26: Determinations

Selfexplanatory.

Clause27: Reveal

ThisClauseprovidesfor therepealof the 1992Act on 31 December1993.












