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STATESGRANTS (GENERALPURPOSES)BILL 1994

GENERALOUTLINE

Thepurposeof this Bill is to give effectto thearrangementsagreedatthePremiers
ConferenceandLoan Councilmeetingon 25 March 1994to applyin 1994-95for the
provisionof generalpurposeassistanceto the StatesandTerritories. In largepart, the
arrangementsimplementedby theprovisionsof the Bill arethesameas thoseestablished
by theStatesGrants(GeneralPurposes)Act 1993. Thestructureof theBill differs from
that Act sincethoseparametersthat arelimited in their effectto the1994-95financial
yeararecontainedwithin ascheduleto the Bill.

GeneralRevenueGrants

Generalrevenuegrantsincludefinancialassistancegrants,arterial roadfunding and
specialrevenueassistance.

At the 1994Premiers’ConferenceandLoan Councilmeeting,theCommonwealth
undertookto maintain thelevel of financialassistancegrantsto theStatesand Territories
in realpercapitatermsfor thethreeyearsfrom 1994-95 to 1996-97.

Thebaselevel of financialassistancegrantsin 1994-95will bedistributedon thebasisof
therelativitiesrecommendedin theCommonwealthGrantsCommission’sReporton
GeneralRevenueGrantRelativities1994Update.

It wasagreedatthe 1994Premiers’Conferencethat specialrevenueassistanceof
$585 million will beprovidedto theStatesin 1994-95. (Ofthis amounttheACT will
receive$65.8million for transitionalallowancesand specialfiscalneedsin theAnnual
Appropriationratherthanin thisBill.)

The amountfinally payableto theStatesandTerritorieswill bedeterminedin accordance
with an indexfactoranda populationfactor. Theindexfactorwill be thesumof theCPI
for four quartersto March 1995 dividedby thesumof theCPI for four quartersto
March 1994. Thiscalculationwill bebasedon theCPI indexnumberspublishedin the
Marchquarter1995releaseby theAustralianBureauof Statistics.Thepopulationindex
factoris definedasthequotientof thepopulationof theStatesandTerritoriesasat 31
December1994andthepopulationasat 31 December1993.

FINANCIAL IMPACT STATEMENT

Thearrangementsto beestablishedby this Bill provide for thepaymentto the Statesand
Territoriesof around$15 biffion in 1994-95.
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ABBREVIATIONS

Thefollowing abbreviationsareusedin this ExplanatoryMemorandum:

Bill: StatesGrants(GeneralPurposes)Bill 1994

1993 Act: StatesGrants(GeneralPurposes)Act 1993

Commission: CommonwealthGrantsCommission

EducationMinister: Ministerfor Employment,EducationandTraining

HealthMinister: MinisterforHumanServicesandHealth

State(s): IncludesNorthernTerritory and AustralianCapitalTerritory

Conference: PremiersConferenceandLoanCouncil meetingheld on
25 March 1994
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NOTES ON CLAUSES

PART 1: PRELIMINARY

Clause1: Shorttitle

Selfexplanatory.

Clause2: Commencement

Selfexplanatory.

Clause3: Application of Act to 1994-95grantyear

Schedule1 to theAct setsouta rangeof matterswhich weredecidedby thePremiers
Conferencebutwill applyonly for the 1994-95financial year. Thesemattersarelikely to
bevariedon anannualbasis.They includethedefinitionof thebaseassistanceamount,
the relativitiesfactorusedasthebasisof interstatedistributionof baseassistancegrants,
amountsof arterialroadgrantsand thebaseamountfor specialrevenueassistance.Any
referencein theAct to theapplicableScheduleis, by virtue of this Clause,a referenceto
Schedule1.

Clause4: Interpretation

Sub-clause(1) definesthetermsusedin subsequentclauses.

The“index number”for thegrantyearis the sumof theCPI indexnumbersfor thefour
quartersto March 1995while the“index number”for thepreviousyearis thesumof the
CPI index numbersfor thefour quartersto March 1994. The datafor this calculationis
to bethe CPI indexpublishedin theMarchquarter1995releaseby theAustralian
Bureau of Statistics.

The“relativities factor” for eachStateis thatrecommendedin theCommission’sReport
on GeneralRevenueGrantRelativities1994 Update.

Sub-clause(2) providesthatrevisionstothe indexnumberswill bedisregardedafter
publicationof theCPI resultfor theMarch quarter1995 which is thelastof theeight
quartersusedin thecalculationof theindexfactor.

Clause5: Hospitalgrants

FinancialassistancegrantsaredistributedamongtheStatesin accordancewith
relativitiesrecommendedby theCommission.Theserelativitiesareappliedto apooiof
funds equalto financialassistancegrantsplusa componentof thespecificpurpose
paymentswhich theCommonwealthmakesto the StatesandTerritoriesunderagreed
arrangementsfor the fundingof hospitals.Certainpartsof thehospitalfunding
arrangementsareexcludedfrom this pool. Thosepartsof thesegrantswhich are
includedin thecalculationareknownasunquarantinedhospitalfundinggrants.
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Clause5 setsout thedetailsof hospitalfundingpaymentsto eachStatewhich are
determinedby theHealthMinister. Theamountsdeterminedby theHealthMinister
enterinto thecalculationof eachState’sshareof thepooiof financialassistancegrants
andhospitalgrantsin accordancewith the formulain Clause9.

Clause6: Index factor

Clause6 definestheindexfactoras thesumof the indexnumbersfor thefour quartersto
March 1995divided by the sumof theindexnumbersfor thefour quartersto March
1994. Thisfactor is to beappliedto thebaseamountof financialassistancegrantsand
specialrevenueassistancesothatin total theyaremaintainedin thesamerealtermsasin
1993-94.

Clause7: Populationfactor

Clause7 definesthepopulationfactorasthequotientof thetotalestimatedpopulationas
at 31 December1994andthetotalpopulationasat31 December1993. Thisfactoris
appliedto thebaseamountof fmancialassistancegrantsandspecialrevenueassistance
sothat theyaremaintainedin thesamepercapitatermsasin 1993-94.

Clause8: Determinationof populationof a State

This Clauseprovidesfor theAustralianStatisticianto makea determinationbefore
10 June1995 settingout theestimatedpopulationsof the Statesat 31 December1994
and31 December1993. Thedeterminationsmadeunderthis Clausewill servetwo
purposes.First, theywill beusedto determinethepopulationfactorandhencethetotal
of financialassistancegrants. Secondly,the31 December1994determinationwill be
used asa factorin thedistributionof thegrantsamongtheStates.

Sub-clause(3)requiresthe Statistician,whenmakinghisdetermination,to consultthe
official Statisticianof eachStateandto haveregardtothelatestavailablestatisticsin
relation to population.

PART 2: GRANTSTO THE STATES

DivisionI - Generalrevenuegrants

Clause9: Financialassistancegrants

Clause9 providesthateachStateis entitledto financialassistancewhich will be
determinedin accordancewith a formula.

Theformulasetout in Clause9 will beusedto calculatethetotalamountof financial
assistancegrantsandeachState’sshareof thetotal. Thetotalis setby referenceto the
baseassistanceamount,the indexfactorandthepopulationfactor. it is anticipatedthat
financialassistancegrantswill bearound$14,065million for 1994-95.

The baseassistanceamount’will be adjustedby the indexfactor (in line with the
changein CPIbetweentheyearto March1994andtheyearto March 1995)andthe
populationfactor(in line with anychangein thepopulationbetween31 December1993



5

and 31 December1994). Thepurposeof this adjustmentis to maintainpaymentsin real
percapitaterms.

EachStatesshareof total financialassistancegrantsis setby referenceto therelativities
calculatedby the Commission,theparticularState’spopulationandtheamountof
unquarantinedhospitalfundinggrantspaidto that State. Specifically,a State’sshareis
thedifferencebetweenits adjustedpopulationweightedshareof thecombinedpoolof
financialassistancegrantsandunquarantinedhospitalfunding grantsandits own shareof
theunquarantinedhospitalfundinggrantin 1994-95. Asnotedabove,in respectof
Clause5, estimatesof eachState’s“hospitalgrants” in 1994-95areto bedeterminedby
theHealthMinisterby 10 June1995.

A State’sshareof adjustedtotalpopulationdependsuponthe “relativitiesfactor”,
calculatedby theCommission.The‘relativities factor’ foreachStateis specifiedin
Clause2 of Schedule1.

Clause10:Arterial roadgrants

ThisclauseprovidesthateachStateis entitledto financialassistanceadditionalto its
financialassistancegrantsasspecifiedin Schedule1.

In 1994-95theCommonwealthwill provide$350million of arterialroadgr~tnts.These
fundswill bedistributedon theaverageof thearterialroadsallocationfor thethreeyears
to 1992(inclusive).In 1995-96and1996-97theaggregatelevel of fundswill beindexed
to themovementsin financialassistancegrants. In 1997-98thefundswill beabsorbed
into financialassistancegrants. Thesepaymentsreplacefundingprovidedthrough
specificpurposepaymentsundertheAustralianLandTransportDevelopmentAct 1988
until 31 December1993.

Clause11: Statesnot boundto applypaymentstowardsexpenditureon roads

Clause11 clarifies theCommonwealth’sintentionthat no conditionsareimposedon the
Statesin connectionwith arterial roadgrants.

Clause12:Specialrevenueassistancegrant

Specialrevenueassistancepaid in accordancewith thisBill will taketheform of either
transitionalassistanceorasMedicareguaranteepayments.Theamountsto bepaidto
particularStatesaredeterminedby thePremiers’Conferenceandfundedeitherasan
additionalcostto theCommonwealthor from thepooiof fundsthatwould otherwisebe
paidto theStatesas financialassistancegrantsin line with the relativitiesrecommended
by theCommission.

Thecurrentestimatesof totalspecialrevenueassistanceto bepaidto eachStatein
1994-95underthisBill areincludedin thetablebelow. (TransitionalAllowancesand
SpecialFiscalNeedsfor theACT ispaidto theACTfrom AppropriationBill No. 2.)
Theseestimates,like thosefor financialassistancegrants,will beadjustedforbothCPI
andpopulationgrowth,to maintainthevalueof assistancein realpercapitaterms
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SpecialRevenueAssistance1994-95($m) (a)

Once-offTransitional MedicareGuarantee Total
SpecialRevenue Payments

Assistance

Pool funded Non Pool Poolfunded Non Pool
Funded Funded

NSW .. 25.0 74.3 64.4 163.6
VIC .. 20.0 147.7 46.7 214.4
QLD 29.9 10.0 .. .. 39.9
WA 10.0 5.0 .. .. 15.0
SA .. 5.0 .. .. 5.0
TAS .. 8.0 .. .. 8.0
ACT 20.0 2i.3 .. .. 41.2
NT 20.0 9.0 .. .. 28.9
Total 79.9 i03.i 222.0 111.1 516.1

(a) Amountsshownareindexedfor CPIandpopulationgrowth.

Clause: 13: Reductionof generalrevenuegrantsto Statesto takeaccountof certnin

advancepayments

Thepurposeof this clauseis to ensurethat the total revenuegrantpaidto eachStatein
1994-95doesnot exceedtheamountto which it is entitled underClauses9, 10 and 12 in
theAct.

Division2 - Conditionsonwhichgrantsmade

Clause14: Statecontributionto costsof highereducationsupemnnmuticun

This Clausemakesthepaymentof financialassistanceto a StateundertheBill
conditionalon the Statemaking apaymentto theCommonwealthbefore31 May 1995of
anamount,determinedby theEducationMinisterno laterthan31 March 1995,equalto
theState’sestimatedshareof superannuationexpenditureundertakenby higher
educationinstitutionsin thatStateduring 1994-95.

Sub-clause(2) describesthebasisof thedeterminationby theEducationMinister. The
amountof thepaymentwhich eachStateis requiredto maketo theCommonwealthis
the sumof:

theState’sestimatedshareof the totalexpenditureon highereducation
superannuationattributableto serviceprior to 1974,beingin proportionto its
relativecontributionto therecurrentcostsof highereducationover therelevant
period; and

theestimatedamountby whichexpenditureattributableto serviceafter1981 is in
excessof theexpenditurewhich would otherwisehavebeennecessaryif the
employer’scontributionhadbeenlimited to 14 percentof highereducation
salaries,afteraccountistakenof theCommonwealth’sagreementto fund the3 per
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centsuperannuationproductivitybenefitundertermsconsistentwith theprovision
of thatbenefitin theareaof CommonwealthGovernmentemployment.

Sub-clause(3) providesthatif, by 31 May 1995,a Statehasfailed to makefull payment,
theTreasurerwill beableto recovertheamountoutstandingby offsettingthatamount
againstpaymentsdueto theStatesfrom theCommonwealthundertheBill.

Sub-clause(4) deemssuchan offsetto havebeenpaidby theStateto meettheobligation
underSub-clause(1).

Clause15:Highereducationfunding conilit-irun

Section25A andproposedSection25B of theHigher EducationFundingAct 1988
providefor grantsto bemadefor financialsupportfor studentorganisationsin
circumstanceswheretheEducationMinister is satisfiedthata State,by its actions,has
affectedthe ability of highereducationinstitutionsto providesuchsupportasthey see
fit.

Sub-clause(1) makesit a conditionof financialassistanceto aStateunderthisBill that it
reimbursethe Commonwealthfor anygrantsmadeundersection25A or proposed
Section25B of theHigher EducationFundingAct 1988. Sub-clause(2) providesthat,
if this conditionis not fulfilled, theTreasurermay reducetheamountof paymentsto the
Statesunderthis Bill by theamountnot reimbursed.Sub-clause(3) deemssuchanoffset
to havebeenpaid by theStateto meettheobligationunderSub-clause(1).

PART3: MISCELLANEOUS

Clause16: Advancepaymentsfor gr~intye~ur

ThisClauseprovidesfor theTreasurerto makeadvancepaymentsto aStateduring the
grantyearof amountsto which theStateis expectedto beentitled during theyear. This
allows regularinstalmentsof grantsto be paiduntil thetimewhenthe final amountsto
which a Stateis entitledin 1994-95canbecalculated.

Clause17: Advancepaymentsforsuceeedingy~nr

Clause17 providesfor theTreasurerto makeadvancepaymentsto anyStateduring the
six monthscommencingon 1 Julyof theyearfollowing thegrantyearof amountsof up
to 55 percentof theamountpayablein thegrantyear(with thetotal paidto all States
not to exceedonehalf of theamountpaid in that year). TheClauseallowsfor the
continuationof regularpaymentsof generalrevenuegrantsto theStatesin theyear
following thegrantyearpendingthepassageof legislationin theform of anamendment
to theAct to providefor grantsduring thatyear.

Clause18: Treasurermay fix amounts.andtimesof payme.nte.ruf~nn~cplassista~

Consistentwith thearrangementsincludedin previouslegislationgoverninggeneral
purposepaymentsto theStates,this clauseauthorisestheTreasurerto approvethe
amountsandtiming of payi~nentsmakingup a State’sentitlements.In general,grantsare
paid in equalweeklyinsta ents.
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Clause19: Approoriation

Self explanatory.

Clause20: Delegationby Treasurer

Sub-clause(I) empowerstheTreasurerto delegatehispowersunderClauses14, 16 17
and 18 to anofficer in theDepartmentof theTreasury. Sub-clause(2) providesfor the
nominateddelegateto besubjectto theTreasurer’sdirections. A similarprovisionwas
includedin the 1993 Act.

Clause21: Determinations

Self explanatory.

Clause22: Repeal

ThisClauseprovidesfor therepealof the1993 Act on 31 December1994.

SCHEDULE 1
Grantyear 1994-95

Clause1: Interoretations

Clause1 of theScheduledefinestermsusedin theSchedule.Mostof thetennsare
self-explanatory.

The “baseassistanceamount”is $13,634,329,736.Thisfigureis baseduponpayments
madein 1993-94which havebeenadjustedto takeaccountof thefull yeareffectof the
transferof responsibilityfornurseeducationandfor a minor.tdjustmentforanitempaid
to SouthAustraliain 1993-94asspecialrevenueassistance.Adjustmentshavealso been
madefor that partof specialrevenueassistancethatis fundedfromthepoolavailableto
pay financialassistancegrants.

Clause2: Relativitiesfactors

Clause2 lists therelativitiesfactorforeachStatefor 1994-95.Thesearetherelativities
recommendedby theCommissionandadoptedby theConference.

Clause3: Arterial roadgrants

Clause3 liststheamountseachStatewill receivein 1994-95for arterialroadgrants.
TheseamountswereagreedbetweentheCommonwealthandtheStatesat thetimeof
theagreementto untie thearterialroadcomponentsof theCommonwealth’sroad
fundingassistance.
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~lause4; Specialrevenueassis~ncegp~nrc~

Clause4 lists thebaseamountsfor thecalculationof specialrevenueassistancethat each
Statewill receivein 1994-95asspecialrevenueassistance.Thebaseamountis to be
indexedforchangesin theCPIandpopulationgrowth.

Clause5 Reductionof generalrevenuegran~cto Stritecz to tculre nccountof certain
advancepayments

ThisClausemodifiestheoperationof Clause13 of theBill sothat in 1994-95it operates
in respectto advancesmadein theearlypartof 1994-95underSection22 of the 1993
Act. Thissectionof the 1993Act empoweredtheTreasurerto makeadvancepayments
to anyStateduring thesix monthscommencing1 July 1994of amountsup to 55 per
centof theamountpaid in 1993-94to that State(with thetotal to all Statesnot to
exceedonehalfof thetotalpaid 1993-94). Thepurposeof this ClauseandClausel~of
theBill is to ensurethat thetotal revenuegrantpaidto eachStateis notgreaterthanthe
amountpayableto it asdeterminedby clauses9, 10,and 12 in theAct












