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WA LOCAL GOVERNMENT GRANTS COMMISSION - ALLOCATIONS
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SUMMARY

At @ recent Briefing Session Cr Carles requested 4 report on the process and methodology used
by the WA Local Government Grants Commission for grant determination purposes,

This paper explains the background 1o the process used by the WA Local Government Grants
Commission for allocation of financial assistance grants 1o the various local governments.

BACKGROUND
The WA Local Government Grants Comanission is s statutory body eslablished under the Local

Government Grants Act 1978, The Commission comprises the Chairperson, nominated by the
Minister for Local Government sad the Deputy Chairperson, who is an officer of the

Department of Local Government. The remaining three members are nominated by each of the
three Associations of Local Government. They are appointed by the Minister for Local

Government and are to have regard 1o the general interests of local government in the State,
The current members of the Commission are:-

Mr Humphery Park, OAM Chairperson

Mr John Lynch Exceutive Director, Department of Local Government
Cr Linton Revnolds representing Local Government Association

Cr Rosanne Pimm representing Country Urban Couneils Association

Cr Christine Hardwick representing Country Shire Councils Association

The puspesc of the Grants Commission is to make recommendations 1o the Stats Minister for
Local Government on the distribution of financial assistance grants to local governments. Once
accepied by the State Minister, the recommendations are referred 1o the Federal Minister for
Local Government for approval. Local governments are advised of their grant allocations in
July cach yemr, and the funds are paid in four quarterly payment since August, November,
February and Mav,

The Local Governmenr {Financial Assistance) Act 1995 provides for the detetmination of the
total national grant figure, the allocation of the funds 1o cach State and the conditions governing
the payment of money to the States for distribution 10 local governments,
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Western Australia receives approximately 11.49% of the national grant allocation. This amount
i divided into an equalisetion compongnt and a locel roads component. The equalisation

vomponent is distributed to States #ccording to population. Road funding is distributed on an
historica! basis,

The allecution of grants are required by the Commonweaith legislation |to be made in
secordance with the following National Principles:

i Horizontal Equalisation
General purpose grants will be allocated to Ioeal governmaents, as far as practicable, on a
ull horizontal equalisation basis as defined by the Act.

2 Effort Neutrality
An effort or policy-neutral approsch will be used in assussing expenditure requirements
and revesne capacity of each local Bovernment,  This means a5 far as practicable,
policies of local governments will not affect the grant determination,

3 Minimum Grant
The mintmum grant for 3 local govemnment will be not less than the amount to which, it
would be entitled if 30% of the total amount of the cqualisation component of general
purpose grants were allocated on & per capita basis,

Other Grant Support _ '
Other relevant grant support 1o local govermnment o mcet any of the expenditure needs
should be taken into account using an inclusion approach,

5 Aboriginal Peoples and Torres Steait Islanders _
Financial assistance shall be altocated 1o local govermments in a way, which recognises
the needs of Aboriginal peoples snd Torres Strait Istanders within their boundaries.

6 tdentified Road Component
The identified road component of the financial assistance grants should be allocated to
local governments, as far as practicable, on the basis of the relative need of each local
govemment for roads expenditure and 10 preserve its road assets,

The general purpose funding is comprised of two pools - an equalisation component and the
local road component (although the latter is untied and not reguired 0 be used on roads).
While local governments therefore have complete discretion us to where the funds are spent the
Tormer City of Wanneroo, resolved that funds received by way of road grants should be spent on
roads in recognition of asset preservation. This principle has been retained and applied at the
City of Joondalap.

Due to implementation of the principle of equalisation in Commission formulas, the trend in
fecent years has been for larger, more urban councils to experience declining grants and smaller
rural local goversments to experience increasing prants.

Equalisation funding is allocated on 3 HORIZONTAL-EQUALISATION, EFFORT-NEUTRAL
busis.
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Horizontal Equalisation, 25 per the National Principles, means the Commission seaks
W equalise the capacity of every local goverament in the State (o provide an average
range of services ata standard level, In effect, this means that the capacity of the Shire
of Ashburion or the Shire of West Anthur 1o provide services s equalised with the
capacity of the Chiy of Joendalup,

Effort-Neotrality, s per the National Principles, me
expendituse policy decisions made by 2 local gove
assessment made by the Commission. For example,
which increases or decrenses irs fevel of rating w
Cirants Conmission; the setual muting policy of |
affect the grant outcome,

ans that the revenuye raising and
rmment will not affect the grant
it is not true that a local sovernment
ill receive an increased grant from the
a local government will not materially

The Balanced Budget Method is used by the Commission to establish the amount of funding
(known a5 the equalisation requirement) required for each local govemment. This involves
assessing the sevenue raising capacity and expenditure needs of each local goveriment, with the

final equation being:-

Equalisation Requivements = Assessed Expenditure - Assessed Revenue

Hach local government is currently assessed against five revenue categories and eight
expenditure categories, The figures for the City of Joondalup for 2000/01 are as follows:-

Revenue Ruising Capacity  Sm _ Expenditure Needs _Bm
Residential/Commercial 33351 | General Admin 1975
Indusirial Rutes F

| Agricultural Rates nil  Law, Order & Public Safery 2100
Pastoral Rates nil | Education, Health and Welfare 2215
Mining Rates ___nil | Community Amenities 2.945
Extraordinary Revenue nil | Recreation & Culture 16.488

Recreation & Culture 3.706 | Building Control iy b 1.035
Building Contral ) 0.765 | Capital Works - 1437

: : Transport _ i 3.355

| Total $39.822 | Fen $37.550

This means that using the Grants Commission Balanced Budget Methodology, the City of
Joondalup is not in need of financial assistance as the Revenue Raising Capacity exceeds the
Expenditure Needs by S2272m (ie $39.822m assessed revenue minus $37.550m assessed
expenditure). By comparison a small country local government with the following profile:-

Revenue Raising Capacity §439,692
Expenditure Needs $2,741,187

has an Equalisation Requirement of §2.281,495.
This indicates that the small country Ioeal government_should receive equalisation tunding of

32.281m. However that local government only received slightly more than §1.452m. The
reasons for the variance are as follows-
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1 Minimum Grant Provision
For most loeal govermnments, the assessed expenditure needs exceed the assessed feventie

capacity. In some 24 cases £, City of Joondalup), revenue capacity is greater than
expenditure needs. However these local governments still receive ¢ grant.  Federal
legislation requires that Jocal governmenis do aot get less than 30% of what they would
have been allotted had the funding been distributed solely on the basis of ‘population. In
the 199972000 assessment, there were 24 locsl govemnments with little or no equalisation
need and received prants based on ihis minimum grant provision ($14.06 per capita).
Together these local governments accounted for $15.8m of the $85/9m equalisation
funding pool (und 6190 of the St population),

2 Four Year Average Equalisation Requirement

The Commission uses a four vear average of equalisation requirement to provide a
measuie of stability to the gramt allocations. The four year average of cqualisation
requirernent for the small local povermnment in the example above was $2.294,243,

3 Factoring Back

This is the difference between the amount required and the amount available means that
the grant for cuch local government must be factored back to equal the smount allocated
by the Commonwealth,

On a State-wide basis, the equalisation requirement for 199972000 was $110.4m, but
only $70.3m was available to allocate against that peed. This means the grants had 1o be
Tactored back’ to around 64%. That is, the Commission had only 46% of the funds
required to achieve equalisation and local governments only received sbout half of their
requirement, '

Revenues and Expenditures assessed by the Commission are determined using 'standards’ across
e Staze.

Seme standards wre based on simple averages (such as $30.11 per person for education, health
and welfare), or ase the results of statistical analyses based on a regression approach. Details of
the caleulations are provided 1o local governments each year in the document "Balanced Budge:
Detailed Calculations”. Councillors have previously been given a copy of this documentation.

Disability factors (sound economic or physical characteristics) which affect a loesl governments
ability to provide services or to raise revenue are also used. These are recognised by the Grants
Commission in the sssessment of grants, and include issues such a location, terrain, tourism,
socio-sconomic disadvaniage and climate. These tend to be the main issues which Jocal
govemnments raise with the Commission. Typically a local government submils that the
Commissien has not given sufficient recognition o the cost impacts of a factor stch as location.

The Commission receives aboul 50 submissions from local governments each year and
cansiders the issues maised. At the end of the process the Commission provides the local
governments with a detailed response.
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Identified Local Road Funding

This funding component is allocated using the ASSET PRESERVATION MODEL. This model
recognises the existing road sssets of sxch local government and regional differgnces in the cost
of maintenance, '

The Asset Preservation Model assesse
maintaining its road network, The mode!
and the different levels of developme,

5 the average annual cost to local government of
recognises the different needs of urbad and rural roads
nit of these roads. It takes account of--

® anaual and reourrent maintenatce sty ang

® reconstruction al the end of the road’s use ful life,

The Assel Preservation Model has been heckpled by the Associations of Local Goverament #sa
rational and equitable method of allocuting funds for road preservation, Not only is it used for
allocating Federal road funds, but alse for assussing the Commission's transport standard within
the equalisation component. Tt is also used by Main Roads WA in allocating the Direet Grant
wormponent of Stale road funds.

The ssset preservation needs across the State in 1999/2000 were assessed at $317.8m. However,
a5 the Federal road funds available for distribution were only $55.5m, the assessed needs of each
iocal government were factored back 1o the available funds,

Asset presesvation needs are updated each year 1o reflect growth in the road network and also
the increased costs associated with high waffic volumes on gravel roads,

Special Projects receive 7% of the identified Tocal road funding (spproximaiely $4.2m in
19992000). Some 2/3 of this segment is allocated to bridges and 1/3 1o roads which serve
remole Aboriginal communiiies.

INFORMATION SOURCES

Information from authoritative data Sources, such as the Australian Burean of Statistics and the
Valver General, are used in the grant assessments,

HEARING AND SUBMISSIONS

The Grants Commission conducts public hearings and inspections with local governments all
aver the State on 2 four 1o five year cycle. Local governments can | ﬁﬁg@ﬁiﬁizxm&smm f‘:‘_f
amended disability factors. These sre considered by the Commission oriok o 1. s
determination process each year. gent

COMMENT/FUNDING

The City's grant from the WA Local Government Grants ﬁmmmiﬁ&k}n is based upon & m.immﬁmz
grant alocation as its assessed fevenue Capacity is greater than ifs assessed expenditure needs,
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This City, togsther with 23 other metsopolitan local povernments, are ‘minimum grant Councils’,

Under the present gramt determination methadology the ability 1o change this is considerad
impossible, '

As Councillors will be aware the City of Joondalup did submit 4 submission to the recent review
of the Local Government (Financial Assistance) Act. This review was mooted 1o be considering
deleting the Minimum Grant provision, While this review is not vet finulised it is understood
that the minimum grant provisions will remain., N

The WA Local Government Grants Commission visited the City on Monday 19 March 2001 for
4 public hearing. At that hearing the Mayor und Councillors and Officers presented the City's
submsission and discussed the deternination process within the Commission.

The City's 10tal 2000001 allocation is 33,468 836 dissected as follows:«

iﬁz;u;;ﬁmim Girant S 269216
Roads Grant $1.196.620

Both elements will inerease marginally in 200102,

Whilst the City 18 gratwful for the assistance given by the Grants Commission fo ratepayers of
the City of Joondalup it has concerns with the inequities of grant allocations across the nation, as
the following depicts:-

Council State Population | Geveral | General
(1997 Purpose - Purpose Grant
Grant Per Capita
| $ B
Liverpool City NSW 130,823 3990520 | 30,57
Yarra Ranpes vIC ' 138,118 63058097 4567
Onkaparinga | §A 145429 5,463,371 37.55
Campbelltown City NSW 148,815 7,183,892 48.27
Joondalup . WA 151,124 | 2095856 13.87*
Casey VIC 153,619 3103090 | 33.22
Boroondara ; VIC 155573 2149876 13.82*
Brimbank VIC | 156610 | 7354638 | | 4696
Monash N VIC | 160,913 2233632 1 | 1387*
Logan | QLD 164,758 | 2531182 15.36
Bankstown City NSW T 168.270 2940796 LA ]
Stirling WA 174419 ?ﬁﬁ%ﬁ;ﬁi}? | 1387
Fairfield City NSW 190,132 6193872 | 32.58
Sutherland Shire NSW 206,483 2854748 | | 1383*
Blackiown City NSW 244,176 8,667361 _.35:.5{3.
Note - These comparisons wre several years out of date as carrent date ks 1ot beern songht’ '

Repeated representations by this City and the former City of Wanneroo to both the State and
Federal Grants Commissions over many yvears has been 10 no avail.
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RECOMMENDATION

That the report be noted,

port Completion Date: T
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