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Output:  3.2 Services to Local Governments

Senator Mackay asked:  

1. Is the increase in FAGs money this year due to the same formula as has applied previously, reflecting CPI and population changes?

2. In the Minister’s press release dated 22 May, there is a state breakdown for FAGs grants.  Why do the percentages vary?  Is this entirely due to population fluctuations?  If not what other factors apply?

3. Do general grants and roads grants increase by the same proportion in each state?  If not, what were the percentage increases state by state for roads grants and general grants?

4. How much went to roads grants last year?  How much to general grants?

5. The Minister’s press release state that there has been an increase of $209 million in FAGs funding since the Howard Government came to office.  What would have been the increase if the increase in FAGs had not been frozen in 97-98?

6. Minister, the City of Greater Bendigo chief Executive has pointed out that the city’s allocation under FAGs would be slashed by $160,000 next year (Bendigo Advertiser 25th May 2001), which follows a $400,000 cut in Federal road funding in the next two years.  He claims new allocation criteria are to blame.  Can you explain this claim?  What are the new allocation criteria which he refers to?

7. On the Commonwealth Grants Commission review of FAGs, the Department said at previous Estimates (Hansard, p 241, 23rd February 2001) that it is preparing an initial response for the minister.  Is it completed?  Is it available?

8. What is the Minister’s response to the report’s draft finding that the current arrangements under the Act have achieved the Commonwealth’s purposes and goals only to a limited extent?

9. Senator Macdonald said a workshop on the CGC review (Hansard, p 241, 23rd February 2001), was to be held at the end of March.  What was the outcome of that?  Were any recommendations made?  Have they been carried out?

10. Minister, how soon after the final report is released will you be making a public response?

Answer:  

1. Yes.  As with last year, the CPI was adjusted to remove the estimated impact of the indirect tax reform measures in The New Tax System.

2. The percentages vary because of differences in the growth of the populations of the States.

3. No.  The increase in the local roads grants for each States is the same.  The increases in general purpose grants differ between States because of differences in population growth rates between States.

The growth in the components of the financial assistance grants in 2001–02 relative to 2000–01 [based on the same data as in the media release] are:

State
Increase in general purpose grants
Increase in local roads grants

NSW
3.02%
3.30%

Vic
3.47%
3.30%

Qld
3.94%
3.30%

WA
3.51%
3.30%

SA
2.60%
3.30%

TAS
2.37%
3.30%

NT
3.92%
3.30%

ACT
2.33%
3.30%

Total
3.30%
3.30%

4. The final grant entitlements for 2000–01 are $919.8 million for general purpose grants and $408.2 million for local roads grants.  Note that these differ slightly from the estimates shown in the Budget Papers.

5. $226 million.

6. The report in the Bendigo Advertiser does not appear to be correct.  At the time of the report, the Victoria Grants Commission advised that the total financial assistance grants to Greater Bendigo Council are set to decrease from 
$9,111, 697 in 2000-01 to an indicative estimate of $8,972,068 in 2001-02.  This represented a reduction of $139,629 or 1.53 per cent, mostly comprising changes to the local road funding.  For the local roads component, the grant in 2000-01 was $2,360,697 and this was to reduce in 2001-02 by $93,629 or 3.97 per cent to an indicative estimate of $2,267,068. 

In August 2001, the grants to Greater Bendigo Council for 2000-01 were finalised and estimates of the grants for 2001-02 were announced.  The total financial assistance grants for 2000-01 was set at $ 9,182,649, with $2,373,649 being for roads.  The estimate of total grants for 2001-02 was $8,976,424, with $2,268,424 being for roads.

The reduction in the roads grant is the result of revised relative need criteria for Greater Bendigo calculated by the Victoria Grants Commission following a review of their calculation method.  The revised calculation method will be phased in over 3 years and affects all Victorian Councils.

There has been no reduction in the Federal Government road funding to Victoria.

7. The Department has provided briefing to the Minister but this briefing is not available.

8. This is the preliminary view of the Commonwealth Grants Commission.  In the final report, the Commission says “in broad terms, the current arrangements have led to a distribution of funds in line with [the underlying] intentions [of the Act/Commonwealth]” (page ix).

9. This was a conference organised by the Commonwealth Grants Commission to obtain feedback on its draft report from key stakeholders to the Review.  At the conference, the Commonwealth Grants Commission took note of comments from participants but did not formally issue any recommendations.  The Commission said it would take these comments into account in the preparation of the final report.

10. The Federal Government will consult State and Territory Governments and Local Government Associations on the recommendations of the review.  There are a number of findings and recommendations that require detailed Government consideration and a response can be expected later in the year.


