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State Grants Commission 2022-23 Annual Report

Hon Michael Ferguson MP
DEPUTY PREMIER
TREASURER

Dear Treasurer

In accordance with Section 9(3) of the State Grants Commission Act 1976, | have pleasure in
presenting the State Grants Commission’s 2022-23 Annual Report, which reports on the
Commission’s activities during 2022-23 and its recommendations for the distribution of Australian
Government Financial Assistance Grants to Tasmania’s councils for the 2023-24 financial year.

The Commission also publishes data tables which provide further information on the grant
recommendations for 2023-24. The 2023-24 Data Tables and the Commission’s Distribution
Methodology paper are available from the State Grants Commission website at:
https://www.treasury.tas.gov.au/state-grants-commission.

C Lock
Chair
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| —=-INTRODUCTION

The State Grants Commission Annual Report for 2022-23 describes the Commission’s activities
during the financial year and includes the Commission’s recommendations for the distribution of
Australian Government Financial Assistance Grants funding for Tasmania for 2023-24.

2 - THE COMMISSION - OVERVIEW

Financial Assistance Grants - Background

The Australian Government supports local government through the Financial Assistance Grants
(FA Grants) program in accordance with the Local Government (Financial Assistance) Act 1995
(Cwth)(the Australian Government legislation).

The objectives of the program are to improve the capacity of local governments to provide their
communities with an equitable level of services and increase local government’s efficiency and
effectiveness.

The annual grant to each council comprises two components: a general-purpose component (or
base grant) and an identified local road component (or road grant).

The Australian Government determines each state and territory’s share of the base grant pool
based on population share. The road grant pool is allocated between states and territories based
on proportions historically agreed to by all jurisdictions. Both components of the grant are untied,
allowing each council to spend its grant according to local priorities.

The quantum of the grant pool changes annually in line with changes in population and the
Consumer Price Index. However, the Australian Treasurer has the discretion to alter this annual
indexation.

Section 5 of the Australian Government legislation requires each state and the Northern
Territory to establish a local government grants commission, the membership of which must
include two persons associated with local government, and for the grants to be distributed within
jurisdictions in accordance with seven National Principles reproduced as Appendix | of this
Report.

Role and Legislation

The Commission is responsible for making recommendations to the Treasurer on the distribution
of FA Grants to local government. The Commission is an independent statutory body, established
under the State Grants Commission Act 1976 (the State legislation).

The Commission must apply the Australian Government legislation, which requires compliance
with the National Principles, when making its recommendations to the Treasurer. There are six
National Principles that apply to the distribution of the base grant fund and one to the road grant.
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The overarching National Principle is full horizontal fiscal equalisation to ensure that, as far as
practicable, each local council is able to function, by reasonable effort, at a standard not lower
than the average standard of other local councils in Tasmania.

The National Principles also require that, as far as practicable, the policies and decisions of
individual local councils in terms of expenditure and revenue effort will not affect the grant
determination.

Membership

The Commission consists of three members, two of whom are LGAT-nominated members (who
cannot be current elected members or employees of councils) and the third member (Chair)
who is nominated by the Secretary of the Department of Treasury and Finance and approved by
the Treasurer. All members are appointed by the Governor of Tasmania.

The members of the Commission during 2022-23, and the expiry dates of their appointments,
are detailed in Table I.

Table I: Membership of the Commission
Name Position Appointment Expiry

Nominee of the Secretary of the Department of

Mr C Lock Treasury and Finance (Chair) 30 June 2027
Mr G Preece Representative of local government 31 Dec 2023
Ms K Schaefer Representative of local government 10 Feb 2024

The Commission members and their respective backgrounds are as follows:
Chris Lock

Mr Lock is an economist who has held senior positions in Tasmanian Government agencies
since 1995, principally in economic policy and in economic regulation.

Mr Lock has extensive experience in economic and financial modelling, and also in economic
impact and cost-benefit analysis. He was the Director of the Economic Policy Branch in the
Department of Treasury and Finance for almost 20 years and later the Director of the Office of
the Tasmanian Economic Regulator before retiring from the Tasmanian public service in
December 2022. He was appointed as Chair of the State Grants Commission on | July 2022.

He has served on several committees and boards and was an independent director of Bell Bay
Power Pty Ltd, a subsidiary of Hydro Tasmania, and a director of BlueLine Laundry
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Greg Preece

Mr Preece has been a member of the State Grants Commission since | January 2018. Mr Preece
is also the Chair of the Launceston Flood Authority and Deputy Chair of the Tamar Estuary
Management Taskforce.

Mr Preece is a civil engineer and has over 30 years working in local government in Tasmania, with
the last |17 years as the general manager at Dorset and Meander Valley Councils, before his
retirement in 2016. Prior to these roles he was the Divisional Manager of the outside workforce
at the City of Launceston Council.

Mr Preece is a life member of the Tasmanian Association of Municipal Supervisors and the past
chair of many local government committees and associations.

Kathy Schaefer PSM

Kathy Schaefer has been a member of the State Grants Commission since || February 2021.
Ms Schaefer is a former senior government executive having worked across the portfolio areas
of regional economic and industry development, infrastructure and major projects delivery,
education, training and employment, land use planning and local government. She was General
Manager of Central Coast Council from 2003-2008.

Ms Schaefer is currently a non-executive Director of Sustainable Timber Tasmania, TasNetworks
and the Tasmanian Football Club AFL, Ltd. Ms Schaefer is a member of the Australian Institute
of Company Directors Tasmanian Divisional Council and Chair of the Department of Treasury
and Finance’s Audit and Risk Committee. In 2016, Ms Schaefer was awarded the Public Service
Medal (PSM) through the Australian Honours System.

Commission governance processes and performance

The Commission conducts regular meetings and operates an annual hearings and meetings
program. Attendance of Commission members at these events is presented in Table 2.

Table 2: Commiission activities conducted during period | July 2022 - 30 June 2023

Total number Number of Meetings Attended
Type of activity conducted C Lock G Preece K Schaefer
Commission meetings 5 5 5 5
Council hearings 14 14 14 14
Council meetings 9 9 9 9

The Commission seeks to operate using best practice governance strategies, including such
matters as governance, planning, policy, performance, stakeholder management and resource
usage.
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The Commission regularly conducts member performance evaluation, both individually and as a
group. It also periodically undertakes an external stakeholder assessment of its performance by
way of a survey of councils.

Funding arrangements

All FA Grants funds allocated to Tasmania are distributed among Tasmanian local councils in
accordance with Sections || and 14 of the Australian Government legislation. The operating
costs of the Commission are fully met by the Tasmanian State Government, through the
Treasury. The operating budget for the Commission for 2022-23, excluding salaries and on-costs
but including member expense claims, was $21 720. The Commission’s remuneration for 2022-23
is detailed in Table 3.

Table 3: State Grants Commission remuneration — 2022-23

Salary & Allowances Superannuation Total
2022-23 $'000 $'000 $'000
C Lock (Chair)' 21.2 22 234
David Hudson (former Chair)? 0.9 0.1 1.0
G Preece 24.5 25 27.0
K Schaefer 24.0 2.5 26.6
Total 70.6 7.3 78.0

IChair Chris Lock commenced his term on the Commission on | July 2022 but did not receive remuneration for this appointment
until 16 December 2022 following his retirement from the Tasmanian State Service.

2Former Chair David Hudson completed his term on the Commission on 30 June 2022 and received his final salary payment in
2022-23.

Executive support resources equivalent to one FTE are provided to the Commission by Treasury.
During 2022-23, Treasury provided one further FTE to review the Commission’s approach to
determining recommendations for the distribution of road grant funding.

Commission methodology

The Commission’s methodology applies the National Principles in preparing recommendations
for the distribution of FA Grants funding. More detail, including on the Commission’s models, is
available on the Commission’s website http://www.treasury.tas.gov.au/state-grants-
commission/publications.

Attachment 2 of the Financial Assistance Grant Distribution Methodology also sets out the
Commission’s State Principles, which the Commission developed to provide additional detail on
the rationale for the framework and methodology it uses to make its recommendations.

The Commission’s models are primarily data driven, which means that changes in data will
influence the Commission’s recommendations. Incorrect data can result in inappropriate
allocation of funding if not identified and rectified. The Commission places a very high priority on
the accuracy and consistency of data and actively seeks to increase the integrity of the data used
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for the assessments. The Commission continues to remind councils of their obligations in relation
to providing accurate data, largely through the Consolidated Data Collection (CDC) returns.

The Commission appreciates each council’s efforts in ensuring its CDC data are accurate and the
responsiveness of councils when the Commission raises any queries regarding the data. While
third party review of CDC data is undertaken prior to being forwarded to the Commission, there
continues to be a large number of data anomalies identified by the Commission which require
follow up with councils. The Commission will continue to work with councils, LGD, LGAT and
other data providers to identify opportunities to improve the quality of data in CDC returns.

The Commission has recently updated its publication, Guideline to assist councils completing the
State Grants Commission sections of the Consolidated Data Collection (CDC) Return 2022-23 to assist
council officers and staff in the completion of the CDC returns relevant for the Commission. The
Guideline is available on the Commission’s website and the Commission encourages all councils
to refer to the latest version of the Guideline when preparing their annual CDC returns. The
Commission also welcomes council feedback on the Guideline and suggestions for its continuous
improvement.

National Conference of Local Government Grants Commissions

Every two years, a national conference for all local government grants commissions is held. These
conferences provide an opportunity for commissions to discuss the various issues and challenges
facing local government across Australia and how these may impact on the methodologies used
for recommending the distribution of FA Grants.

Tasmania will be hosting the National Conference in November 2023.
Performance Target Reporting

The Commission has in place a Strategic and Operational Planning Framework which guides its work
program and stakeholder engagement.

The Framework also details performance targets for the Commission. Collectively, the
achievement against these performance targets will ensure the Commission meets desired
outcomes across all its strategic areas and overall mission of being “highly respected by local
government and other stakeholders”.

In achieving its overall goal of allocating funds to councils in an appropriate HFE and
understandable manner, the Commission’s performance targets under the following strategic
areas in 2022-23 were as follows:

A.  Strong relationships with stakeholders — the Commission provides opportunities for
communications with councils, through distribution of papers during the year and discussion
as part of the annual hearings and visits. As data quality continues to be a focus of the
Commission, there is ongoing discussion with councils, LGD and LGAT to identify ways to
improve data accuracy.

10
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Improved understanding of the Commission’s responsibilities — the Commission continues to
review and improve the format of its documents to councils, which aims to provide greater
understanding around the basis for the Commission’s recommendations and reasons for
any changes in the Commission’s approach. The Commission also gives presentations to
elected officials and senior council employees to explain the work of the Commission.

Effective governance and administration — the Commission undertakes an ongoing assessment
of its activities having regard for the objectives of the Australian Government’s required
national principles for determination of FA Grants allocations, and also against the
Commission’s own State Principles. It continually reviews its work plan and the projects
being undertaken, and ensures that councils are kept abreast of its activities and intentions.

Improved and ongoing relationship with Treasury — the Commission Chair meets periodically
with the Secretary of Treasury. The Commission appreciates the support and advice
provided by Treasury, both as the provider of resources and as the Commission’s conduit
for communications with the State Government and other government agencies.

11
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3 - COMMISSION DELIBERATIONS AND DECISIONS
3.1 - HEARINGS, MEETINGS AND COUNCIL SUBMISSIONS

2023 Hearings and Meetings

Under Section | | of the Australian Government legislation, a jurisdiction is not entitled to receive
its grants unless its local government grants commission has held public hearings in connection
with the recommendations and permitted or required local governing bodies in the state, or
associations of those bodies, to make submissions to it in connection with the recommendations.

In accordance with these requirements, the Commission annually conducts a series of regional
hearings with councils which are open to the public. All councils are invited to participate in the
consultation process and attend regional hearings.

In 2021 and 2022, the Commission conducted the regional hearings virtually in response to the
COVID-19 pandemic. The Commission found that this format worked well for both Commission
Members and councils. Members of the public were also invited to participate. Some councils
prefer virtual hearings as it not necessary to travel to meet with the Commission. For this reason,
the Commission decided to continue to hold the regional hearings virtually.

In addition, the Commission aims to meet directly with approximately one third of councils each
year. This provides councils with an opportunity to meet with the Commission on their premises
as part of a more in-depth discussion of their particular issues and concerns. The Commission
considers that these meetings are highly beneficial to gain a better understanding of council
priorities, demographics and the demand for council services.

As is usual practice, all councils were invited to discuss and comment upon the methodological
and other issues listed for discussion. Participation by councils in the 2023 hearings and meetings,

which were conducted from 7 March to 24 March 2023, are detailed in Tables 4-6.

Table 4: Participation by councils in Commission’s 2022-23 processes

. No. of written No. of councils No. of council
Total No. of councils . . . . . .
submissions received attending hearings meetings
23 5 14 9

Table 5: Participation by councils in Commission’s 2022-23 regional hearings

Region Location Councils attending

Central Highlands Council, Glenorchy City Council, Huon

South Virtual Valley Council, Tasman Council

: Burnie City Council, Circular Head Council, Devonport
DT IALSS Mt Council, Waratah-Wynyard Council, West Coast Council
North Virtual Flinders Council, Georgetown Council, Launceston City

Council, Northern Midlands Council, West Tamar Council

12
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Table 6: Participation by councils in Commission’s 2022-23 meetings

Councils attending

Break O’Day Council, Clarence City Council, Dorset Council, Glamorgan-Spring Bay Council, Hobart City
Council, Kentish Council, Latrobe Council, King Island Council, Meander Valley Council

The Commission is pleased with the consistent level of engagement and interest shown by most
councils in the Commission’s processes and methodologies. The Commission strives to be
transparent and is continuously reviewing and improving the documentation available to councils
on its website.

Major issues discussed during 2023 hearings and meetings

To ensure that the Commission’s methodology remains appropriate, the Commission publishes
documents related to aspects of its methodology it is reviewing or seeking to discuss with
councils at the annual hearings and meetings. The Commission issued two papers that were
discussed at the 2023 hearings and meetings and on which councils were invited to provide
written submissions.

A summary of the discussion and feedback received on each topic is provided below:

e Conversation Starter CS23-01 - Allocation of a share of the Base Grant on a per capita basis.

One of the seven National Principles, the Minimum Grant principle, states that the grant
allocation for a council in a year will not be less than 30 per cent of the total amount of base
grants if it were allocated on a per capita basis.

While this principle sets the minimum grant amount that a council is entitled to receive in a year,
it does not entitle all councils to a per capita share of 30 per cent of the base grant if those
councils also receive some of the remaining 70 per cent of the base grant.

The current approach of the State Grant Commission is to determine its recommendations by
allocating 30 per cent of the base grant to all councils on a per capita basis and allocate the
remaining 70 per cent on an assessed ‘relative need’ basis. This has the effect of setting the funds
available for high need councils at a lower level than they could be. It also results in relatively high
grant allocations to those councils with large populations and a relatively low level of need.

Other commissions adopt a different approach in preparing their recommendations. Several
commence by allocating the entire base grant on a relative need basis. For those councils that are
classed as minimum grant councils, their grant is increased or decreased, such that the minimum
grant National Principle is applied. This approach s referred to as the direct assessment approach.

Councils with small populations and a high level assessed relative need would benefit from the
direct assessment approach as more of the base grant is allocated according to assessed relative
need.

13
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The Commission sought feedback on whether the current approach of allocating 30 per cent of
the base grant on a per capita basis to all councils remains appropriate. The Commission also
sought feedback from councils on how any grant funds not allocated on a per capita basis should
be distributed between councils.

The Commission received a limited number of written responses to the Conversation Starter.
One council considered that the proposal to allocate more funding on a relative need basis has
merit because it considered that the costs of providing services to a relatively small population
dispersed across a large municipal area are significantly higher than for the councils with larger
populations and greater population density.

The verbal feedback received during the 2023 hearings and visits was mixed. Some larger councils
consider that they have their own cost pressures, such as those arising from greater socio-
economic disadvantages or from being a regional centre. Several councils stated that they would
not be opposed to the changes if it resulted in a fairer distribution of funding.

The Commission will be preparing a more detailed discussion paper on this topic, which it intends
on provide to councils for comment in late 2023.

e Conversation Starter CS23-02 - Adjusting councils assessed expenditure requirements to allow for the
service population being greater than the resident population.

The current approach of the Commission bases its estimates of councils’ per capita expenditure
requirement on the number of residents in each municipality as estimated by the Australian
Bureau of Statistics (ABS). This figure, however, does not include residents which may only reside
in a2 municipality part of the year but still require council services. This includes owners of holiday
homes, which may live in these properties for less than half of the year - and therefore not be
classed as residents - and they may make the property available to family and friends, or on a
commercial basis such as for short stay accommodation.

It was found that municipalities with a high number of dwelling relative to their population, which
are usually popular tourist destinations, are particularly impacted by the additional cost burden
of servicing this segment of the population.

Given this, Commission sought feedback on whether the Commission’s current approach to
assessing councils’ expenditure requirements includes sufficient allowance for the costs councils
incur in providing services to owners and occupiers of dwellings who may not be classed as
residents with respect to that property or within the municipality, according to the ABS.

The Commission received a limited number of written responses to the Conversation Starter.
One council considers that several of its cost categories are more closely correlated to the
number of rateable properties than the resident population (e.g. waste contracts and rates
collections). It also considers that its infrastructure must meet the demands at peak periods,
which includes demand from residents and visitors, and that this also impacts on their
maintenance costs. Another council raised concerns over the cost pressures associated with high
numbers of itinerate workers.

14
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The verbal feedback received during the 2023 hearings and visits was that council expenditure is
likely to be more closely linked to the number of rateable properties than the resident population.
There was support for further investigation of the use of a service-based population to estimate
expenditure requirements.

The Commission will be preparing a more detailed discussion paper on this topic, which it intends
on provide to councils for comment in late 2023.

Other issues raised by councils

In addition to conversation starters and any other topics prepared by the Commission, councils
are invited to raise any other relevant issues with the Commission as part of the annual hearings
and meetings program.

A few councils raised matters that relate directly to the Commission’s assessments. One of these
is whether the Commission, in assessing councils’ revenue raising capacity, fully allows for the
fact that councils cannot apply general rates to some classes of property. This includes properties
on Australian Government-owned land that contain airports and properties owned by charities,
including retirement villages and properties that provide social housing.

Under the Commission’s assessment methodology, properties identified as ‘fully exempt’ in the
CDC return are excluded from the revenue calculation. This includes properties which are
excluded from general rates by statute and for which no general rates are levied and may include
land that contains airports, retirement villages and social housing.

Many other common themes, and challenges faced by councils, emerged from the hearings and
visits including:

e Many councils commented on the recent increase in inflation and the impact on ratepayers
of rate increases if household real income has been falling.

e There was widespread concern at the shortage of available housing, with some councils
reporting zero vacancies for rental properties.

e Due to the buoyant economic conditions, almost all councils are struggling to attract and
retain qualified staff.

e Several large infrastructure projects being undertaken across the State have made it
difficult to obtain tenders for local projects.

e The impact of drive-in drive-out workers who, according to some councils, require
council services but do not contribute to revenue.

e Some councils expect to face large costs for airport upgrades to make them compliant
with Civil Aviation Safety Authority (CASA) standards.

e The poor quality of telecommunication services in regional areas, which impacts on the
ability of businesses to undertake transactions.

15
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The Commission values its interactions with councils as they help the Commission better
understand the current issues and operating environments of councils. This helps the
Commission plan, prioritise and target its activities so councils can have confidence in the
workings of, and decisions made by, the Commission.

Issues for future assessments

Following the 2023 hearings and meetings, the Commission is preparing a discussion paper on
impacts of removing the per capita allocation to all councils and estimating councils’ expenditure
requirements based on the service population. The Commission will be seeking feedback from
councils before it makes its final decision.

The Commission is continuing with the review of its approach to determining recommendations
for the distribution of road grant funding, which it commenced in 2021-22. This includes
consideration of road and bridge classification, determining reliable estimates of asset
preservation costs and reviewing the cost adjustors. The Commission thanks councils for their
contributions to date.

The Commission will continue to work with LGD, LGAT and councils as part of its ongoing effort
to improve the accuracy and timeliness of data collected.

16
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3.2 - CHANGES TO THE FINANCIAL ASSISTANCE GRANT
DISTRIBUTION MODELS

In order that the Commission is able to recommend FA Grants allocations which adhere to the
National Principles, the Commission needs to be informed of the nature and characteristics of
matters that impact on councils’ decision making in relation to services provided, activities
undertaken and ultimately the financial decisions made by councils.

The Commission implements methodological changes once it deems it appropriate to do so. This
occurs following full consideration of the issues and following the consultation process detailed
in the Commission’s Strategic and Operational Planning Framework.

The Commission has also implemented the following methodological changes:
Methodology changes
Base grant recommendations

The Commission applies caps and floors within its base grant recommendations for each council
as a means of creating a degree of grant stability for councils. The cap limits the year-on-year
increase while the floor restricts any reduction base grant funding, compared to the previous
year’s base grant recommendation.

For the 2023-24 recommendations, the Commission increased the cap from +10 to +17 per cent
and increased the floor from 0 to +7 per cent. The increase to the cap reflects the significant
increase in inflation and in the dollar values of FA Grants, while the effect of the new floor is to
preserve the real value of FA Grants, based on CPl movements. This is similar to the approach
applied in other jurisdictions.

The Commission also removed the Tourism Cost Adjustor effective from the 2023-24
recommendations due to a lack of suitable data for measuring visitor numbers. The basis for this
decision was set out in Commission Decision CD22-01 Removal of Tourism and Population Decline
Cost Adjustors. Its removal is not expected to have a material impact on the distribution of the
base grant to councils.

Road grant recommendations

There have not been any methodology changes in determining the 2022-23 road grant
recommendations.

Key Data Changes

The Commission uses a range of data sources in determining its FA Grants recommendations
each year, one of which is the CDC return from each council. In making the 2023-24 FA Grants
recommendations, the Commission has based its deliberations on the CDC data up to 2021-22
in respect of all 29 councils.

The Commission made no changes to the data required for base grant or road grant funding.

17
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4 - FINANCIAL ASSISTANCE GRANT ALLOCATIONS AND
RECOMMENDATIONS

4.1 - 2022-23 FINANCIAL ASSISTANCE GRANT FUNDING -
RECEIVED

The Australian Government made a positive adjustment of $4 613 475 (+5.27 per cent) to
Tasmania’s 2022-23 estimated grant entitlement of $87 503 016 as shown in Table 7 below.

Table 7: Financial Assistance for Local Government - Finalised Entitlement 2022-23

2022-23 Estimated 2022-23 Finalised 2022-23 Percentage
Entitlement adjustments (to be Entitlement Adjustment

paid in 2023-24)
$ $ $ %
Base Grant 41 623 840 2 425 34| 44 049 181 5.83%
Road Grant 45879 176 2188 134 48 067 310 4.77%
Total Grant 87503016 4613 475 92 116 491 5.27%

The main driver for the increase in Tasmania’s base grant (5.83 per cent) was growth in the
national base grant pool due to the increase in CPI being higher than forecast.

The increase in CPI has also resulted in a rise in the national road grant pool. As Tasmania
receives a fixed share of this pool, Tasmania experienced the same growth (4.77 per cent) as was
applied to the national road grant funding pool.

The 2022-23 adjustment has been apportioned across councils utilising the methodologies used
to determine the Commission’s 2022-23 recommendations, which include the application of
those caps and floors as applied in that year. Tasmania’s finalised 2022-23 FA Grants entitlement
was $92 116 491.

A summary of the FA Grants entitlements and amounts paid to local government on a cash basis
in 2022-23 by the Australian Government is shown in Table 8 below. A detailed breakdown of
these amounts by council is provided in the Appendices section of this Report.

Table 8: Financial Assistance for Local Government - Cash Payments for 2022-23

2021-22 2022-23 Funding 2023-24 Bring Total payments

Adjustment paid in four Forward to councils in

quarterly Payment (paidin 2022-23 Financial

instalments June 2023)* Year

$ $ $ $

Base Grant +3 671742 +14 451218 +47 097 139 65 220 099
Road Grant +1 400 370 +12 859 880 +50 595 762 64856 012
Total Grant +5072 112 +27 311 098 +97 692 901 130076 111

* This Australian Government brought forward 100 per cent of the 2023-24 FA Grants entitlement, as estimated for the 2023-24 Budgets. These payments
were provided to the Department of Treasury and Finance on 26 June 2023 and immediately forwarded to councils.

18
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4.2 - 2023-24 FINANCIAL ASSISTANCE GRANT FUNDING -
ESTIMATED

Increases in the total national FA Grants funding pool are usually linked to annual changes in both
the Australian population and the CPI so that the two grant pools are maintained in real per
capita terms. However, the Australian Government also has the discretion to not apply this
indexation to the pool. The total of the estimated FA Grants entitlement to be provided by the
Australian Government in respect of 2023-24 both nationally and to Tasmania is shown in Table 9
below.

Table 9: Financial Assistance for Local Government — 2023-24 Estimate

National Pool of Tasmanian Tasmanian Grant Change on 2022-23

funds Proportion of Entitlement* Actual

National Pool Entitlement®

$ % $ %

Base Grant 2 155779 522 2.19 47 186 330 +7.12
Road Grant 956 582 827 5.30 50 692 127 +5.46
Total Grant 3112362349 3.14 97 878 457 +6.26

*The Commission’s recommendations for 2023-24 are based on the FA Grants entitlement advised by the Commonwealth on 29 June 2023, which
incorporates updates to population and CPI data since the initial estimate in the 2023-24 Budget. This has resulted in an increase of $185 556 to Tasmania’s
entitlement for 2023-24 from the amount in the bring forward payment as shown in Table 8.

# This column shows Tasmania’s 2023-24 year estimated entitlement compared to the 2022-23 actual entitlement.

Each year the Australian Government estimates each jurisdiction’s share of the total funding pool
and finalises each annual entitlement for the prior year once final population and CPI data are
known. The national FA Grants funding pool is usually indexed annually by a combined factor of
population growth and a CPI factor as follows:

Factor = (Population of Australia/previous Population of Australia) x (CPl/previous CPI)

The national 2023-24 FA Grants funding pool has been indexed by 5.46 per cent. The national
funding pool has increased from $2 951 205 514 to $3 112 362 349.

Based on population estimates as at 3| December 2022, the Australian Government has

determined that the 2023-24 national funding pool be distributed amongst jurisdictions as detailed
in Table 10.
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Table 10: 2023-24 Financial Assistance Grants — Estimated entitlements by Jurisdiction

Estimated Population 2023-24 Local Road 2023-24 2023-24 Total

Population shares for Estimated Agreed Estimated Estimated

as at General General Percentage Local Road Entitlement

31 Dec 2022 Purpose Purpose Shares Entitlement
Entitlement Entitlement

Jurisdiction % $ % $ $

New South Wales 8238801 31.34 675 648 877 29.01 277 534 692 953 183 569

Victoria 6 704 281 25.52 550 164 456 20.62 197 212 781 747 377 237

Queensland 5378277 20.51 442 089 521 18.74 179 228 571 621 318 092

Western Australia 2825178 10.73 231 362 524 15.29 146 262 920 377 625 444

South Australia | 834275 6.99 150 699 915 5.50 52 570 707 203 270 622

Tasmania 571 596 2.19 47 186 330 5.30 50 692 127 97 878 457

Northern 250 149 0.96 20 725 293 234 22407 784 43133 077
Territory

Australian Capital 460 855 1.76 37 902 606 321 30 673 245 68 575 851
Territory

Tasmania’s share of the base grant pool is expected to increase marginally from 2.15 per cent for
2022-23 (actual entitlement) to 2.19 per cent for 2023-24 due to population growth. The road
grant component is distributed according to historical shares, with Tasmania receiving 5.30 per
cent of national pool.

The total amount of FA Grants funding to be paid to councils in 2023-24 will be $4 799 031. This
amount has been derived by subtracting the advance payment of $97 692 901 made in June 2023
from the 2023-24 estimated entitlement of $97 878 457 and adding the adjustment to the
2022-23 FA Grants entitlement (+$4 613 475).

A summary of the financial assistance to be paid to local government in 2023-24 by the Australian
Government is shown in Table || below. A detailed breakdown of these amounts by council is
provided in the Appendices section of this report.

Table I I: Financial Assistance for Local Government - Cash Payments for 2023-24
2022-23 Adjustment Increase to 2023-24 Total payments to
entitlement post bring councils in 2023-24
forward payment Financial Year
$ $ $
Base Grant +2 425 341 +89 191 2514532
Road Grant +2 188 134 +96 365 2 284 499
Total Grant +4 613 475 +185 556 4799 031

The Australian Government pays the FA Grants funding to the states and territories in four
instalments, being mid-August, November, February and May. Treasury makes payment of the
funds to councils promptly after the receipt of each instalment.
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4.3 —2023-24 FINANCIAL ASSISTANCE GRANT ALLOCATIONS BY
COUNCIL

The 2023-24 FA Grants distributions by council are detailed in Table 12'. The 2023-24 Data
Tables publication, which contains both information used to inform the distributions and
information on the Commission’s latest assessments for all councils, is available from the State
Grants Commission’s website: http://www.treasury.tas.gov.au/state-grants-commission.

Base Grant Estimated Entitlements
The major factors influencing the distribution of the base grant funding across councils are:

e the historically large growth in Tasmania’s FA Grants pool of 7.12 per cent for the base
grant and 5.46 per cent for the road grant;

e the uneven nature of the population growth across the State as estimated by the
Australian Bureau of Statistics. This affects not only the 30 per cent of the base grant
entitlement each council receives on a per capita basis, but also the calculation of each
council’s expenditure requirement; and

e the uneven changes in property values across the regions and suburbs as determined by
the Valuer-General. This information is used as a basis to determine the revenue raising
capacity of each council relative to the State standard value.

Road Grant Estimated Entitlements

The changes in the distribution of the road grant funding across councils reflect changes in relative
road asset preservation needs, data reviews locating additional road lengths or corrections to
the classification of bridge and culvert assets.

Approval of Financial Assistance Grant Recommendations

The Commission determined its 2023-24 recommendations for the distribution of FA Grants at
its meeting on 5 July 2023. These were provided to the Treasurer in a letter on the same day.

The Treasurer accepted the Commission’s recommendations on 4 August 2023 and forwarded
them to the Australian Government for approval. The recommendations were approved by the
Australian Government Minister for Local Government, the Honourable Kristy McBain, MP, on
7 August 2023.

2023-24 Estimated Financial Assistance Grant allocations

The 2023-24 FA Grants allocations for Tasmania have been approved for distribution amongst
Tasmanian councils as detailed in Table 12.

' These do not include adjustments relating to the previous year’s grants.
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Table 12: 2023-24 Financial Assistance Grants by council

Base Grant Road Grant Total Grant
Per Capita Relative  Total Base Per Roads Bridges Road Grant
(30%) Needs Grant Capita

(70%) Total
Council $ $ $ $ $ $ $ $
Break O'Day 173 698 | 437 289 1610987 229.71 | 807 891 147 010 1 954 901 3 565 888
Brighton 487 607 1 268 077 1 755 684 89.18 730 943 33 507 764 450 2520 134
Burnie 507 670 1 297 243 1 804913 88.06 | 494 426 38418 1 532 844 3337757
Central Coast 578 580 2 549 662 3 128 242 133.91 2371 192 127 647 2 498 839 5627 081
Central Highlands 64 025 1121 229 1 185 254 45851 | 783 754 69 136 1 852 890 3038 144
Circular Head 207 630 1381 124 |1 588 754 189.52 2 253 525 106 384 2 359 909 3948 663
Clarence | 563 802 0 1 563 802 24.77 2182314 29 674 2211988 3775790
Derwent Valley 278 665 | 385 478 1 664 143 147.91 999 204 72 076 1071 280 2735 423
Devonport 667 993 | 074 908 1 742 901 64.62 | 340 232 24271 1 364 503 3 107 404
Dorset 173 921 1 478 969 1 652 890 235.39 2222703 157 461 2 380 164 4033 054
Flinders 23 059 885 98I 909 040 976.41 923 291 18 892 942 183 1 851 223
George Town 180 336 1247 793 1 428 129 196.14 1 023 599 53 622 1 077 221 2 505 350
Glamorgan Spring Bay 128 645 101 727 230 372 44.35 | 227 389 70 183 1 297 572 1 527 944
Glenorchy | 265223 0 1 265 223 24.77 1 756 363 63319 1819 682 3 084 905
Hobart | 388 073 0 1 388 073 24.77 | 829 444 139 892 1 969 336 3 357 409
Huon Valley 476 066 1 892 934 2 369 000 123.25 1 943 783 145 546 2 089 329 4 458 329
Kentish 168 596 | 590 435 1 759 031 25842 1 402018 8l 188 1 483 206 3 242 237
King Island 41 536 878 044 919 580 548.35 1269 762 26 676 1 296 438 2216018
Kingborough 1014968 0 1014968 24.77 | 899 645 70 328 1 969 973 2 984 941
Latrobe 320 I51 1016 867 1337018 103.44 979 534 35517 1015051 2 352 069
Launceston | 782 800 0 1 782 800 24.77 3 368 849 141 259 3510108 5292 908
Meander Valley 529 267 2 159 701 2 688 968 125.83 2576 370 173 833 2750 203 5439171
Northern Midlands 350 294 1123178 1 473 472 104.18 2 827 323 186 666 3013989 4 487 461
Sorell 431 706 1 115025 1 546 731 88.74 1 179 065 63 945 1243 010 2789 741
Southern Midlands 170 676 | 955 408 2 126 084 308.53 | 963 904 126 251 2 090 155 4216239
Tasman 66 155 592 839 658 994 246.72 662 310 45 084 707 394 1 366 388
Waratah-Wynyard 363 966 | 759 980 2 123 946 144.54 | 685792 107 427 1793 219 3917 165
West Coast 107 939 1 570 151 1 678 090 385.06 88| 277 59 868 941 145 2619235
West Tamar 642 853 2 146 388 2 789 241 107.46 | 624 165 66 980 1691 145 4 480 386
Total 14155900 33030430 47186 330 82.56 48210067 2482 060 50 692 127 97 878 457
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5 - HEAVY VEHICLE MOTOR TAX REVENUE ALLOCATIONS TO
COUNCILS

The State legislation also requires the Commission to recommend the distribution amongst
councils of State motor taxes collected on the registration of heavy vehicles. The distribution of
the Heavy Vehicle Motor Tax Revenue (HVMTR) is not governed by the Australian Government
Act and the funding is not a component of the FA Grants funding pool.

Since 1996-97, the State Government has allocated $1.5 million per annum of heavy vehicle
motor taxes for distribution to councils.

The Commission bases its recommendations on estimates of the usage of council-maintained
roads by heavy vehicles. The data are from the Tasmanian Freight Survey (TFS) conducted by the
Department of State Growth (DSG). The TFS provides a measure, for each municipality, of tonne-
kilometres, namely the product of tonnage carried over local roads and the distance over which
it is carried, by the larger freight transport operators in Tasmania.

The Commission excludes Flinders Island, King Island and the Bruny Island freight tasks when
calculating the Heavy Vehicle Motor Tax Revenues (HVMTR) distribution. This is because under
the Roads and Jetties Act 1935, the State Government must refund King Island Council, Flinders
Island Council and Kingborough Council (in respect of Bruny Island vehicles) for each year the
lesser of 98 per cent of:

e the motor tax paid on vehicles registered within their respective island boundaries; or

e the relevant council’s expenditure on local roads or, in the case of Kingborough, within
Bruny Island. The Commission considers it inequitable for these councils to also receive
a share of the HYMTR pool for their respective islands’ freight task.

The level of the payments under this Act are much greater than the payments they would receive
under the HVMTR allocations.

The Commission made its recommendations for the distribution of the 2021-22 HVMTR, based
on the 2016-17 TFS results, being the most recent data available. These recommendations are
detailed in Table 13. These were approved by the Commission at its meeting on
|7 November 2022 and were approved by the Treasurer, Hon Michael Ferguson MP on
8 December 2022.
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Table 13: 2022-23 Heavy Vehicle Motor Tax Revenue Distribution by council

Share of 2022-23

Tonne-Kilometres() State Total Distribution

$

Break O'Day 4334919 3.25% 48 822
Brighton | 470 689 1.10% 16 564
Burnie 5004 571 3.76% 56 364
Central Coast 6 392 695 4.80% 71998
Central Highlands 1 971 769 1.48% 22 207
Circular Head 26 515 660 19.91% 298 632
Clarence 2 562 504 1.92% 28 860
Derwent Valley 5974 331 4.49% 67 286
Devonport 7017 251 5.27% 79 032
Dorset 12 453 884 9.35% 140 262
Flinders 728 258 0
George Town 2 879 957 2.16% 32 435
Glamorgan Spring Bay 56 148 0.04% 632
Glenorchy 2 355 673 1.77% 26 531
Hobart 5136 797 3.86% 57 853
Huon Valley 3 828 854 2.87% 43122
Kentish 5240 182 3.93% 59017
King Island | 505 220 0
Kingborough® 807 358 0.61% 9093
Latrobe | 262 032 0.95% 14214
Launceston 14 806 752 11.12% 166 761
Meander Valley 4521 297 3.39% 50921
Northern Midlands 6 624 783 4.97% 74 611
Sorell | 218 885 0.92% 13728
Southern Midlands 1035112 0.78% Il 658
Tasman 840 700 0.63% 9 468
Woaratah-Wynyard 6 463 706 4.85% 72797
West Coast 140 261 0.11% | 580
West Tamar 2 268 828 1.70% 25 552
Total 135419 076 100.00% 1 500 000

(1) Source: Tonne-Kilometres from the 2016-17 Tasmanian Freight Survey

(2) Net of adjustment for Bruny Island freight task
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APPENDICES

APPENDIX |: NATIONAL PRINCIPLES FOR DETERMINING THE DISTRIBUTION OF
FINANCIAL ASSISTANCE GRANT FUNDING

The National Principles for the distribution of base grants (Section 9 of the Australian
Government legislation) are:

National Principles — Base Grant Distribution

I. Horizontal Fiscal Equalisation

General-purpose will be allocated to local governing bodies, as far as practicable, on a full horizontal
equalisation basis as defined by the Act. This is a basis that ensures each local governing body in the State
or Territory is able to function, by reasonable effort, at a standard not lower than the average standard of
other local governing bodies in the State or Territory. It takes account of differences in the expenditure
required by those local governing bodies in the performance of their functions and in the capacity of those
local governing bodies to raise revenue.

2. Effort Neutrality

An effort or policy neutral approach will be used in assessing expenditure requirements and revenue-raising
capacity of each local governing body. This means as far as practicable, that policies of individual local
governing bodies in terms of expenditure and revenue effort will not affect grant determination.

3. Minimum Grant

The minimum general purpose grant allocation for a local governing body in a year will not be less than the
amount to which the local governing body would be entitled if 30 per cent of the total amount of general
purpose grants to which the State or Territory is entitled under Section 9 of the Act in respect of the year
were allocated among local governing bodies in the State or Territory on a per capita basis.

4. Other Grant Support

Other relevant grant support provided to local governing bodies to meet any of the expenditure needs
assessed should be taken into account using an inclusion approach.

5. Aboriginal Peoples and Torres Strait Islanders

Financial assistance shall be allocated to councils in a way, which recognises the needs of Aboriginal peoples
and Torres Strait Islanders within their boundaries.

6. Council Amalgamation

Where two or more local governing bodies are amalgamated into a single body, the general purpose grant
provided to the new body for each of the four years following amalgamation should be the total of the
amounts that would have been provided to the former bodies in each of those years if they had remained
separate entities.
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The National Principle governing the distribution of road grants (Section |12 of the Australian
Government legislation) is:

National Principle - Road Grant Distribution

Identified Road Component

The identified road component of the financial assistance grants should be allocated to local governing bodies
as far as practicable based on the relative needs of each local governing body for road expenditure and to
preserve its road assets. In assessing road needs, relevant considerations include length, type and usage of
roads in each local governing area

The Commission has also developed an additional set of State Principles, which are detailed in
the Distribution Methodology Paper and available on the Commission’s website
https://www.treasury.tas.gov.au/state-grants-commission.
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APPENDIX 2: ACRONYMS IN THIS ANNUAL REPORT

Definitions of the abbreviated acronyms in this Annual Report:

Abbreviation

Description

ABS
CDC
CD

(&)

DSG

FA Grants
FTE
HVMTR
IP
LGAT
LGD
TFS

Australian Bureau of Statistics
Consolidated Data Collection

Commission Decision

Conversation Starter

Department of State Growth

Financial Assistance Grants

Full Time Equivalent

Heavy Vehicle Motor Tax Revenue
Information Paper

Local Government Association of Tasmania
Local Government Division (Department of Premier and Cabinet)

Traffic Freight Survey
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APPENDIX 3: TOTAL FINAL FINANCIAL ASSISTANCE GRANTS ENTITLEMENTS FOR 2022-23

Base Grant Road Grant
Recommended | | Recommended

Per Capita Relative Total Base Base Grant Roads Bridges Total Road Road Grant Final Grant
(30%) Needs (70%) Grant Adjustment Grant Adjustment 2022-23*

Council
Break O'Day 150 082 1295918 1446 000 -1 1629 288 149 650 1778 938 84 844 3309781
Brighton 428 953 1081 866 1510 819 1855 668 231 34 823 703 054 33531 2 249 259
Burnie 453 196 1089 465 1542 661 0 1351565 34 803 1386 368 66 120 2995 149
Central Coast 511 560 2162 151 2673711 0 2133937 113 885 2 247 822 107 206 5028 739
Central Highlands 49 827 1000411 1050 238 174 489 1592 214 63 216 1655430 78 953 2959 110
Circular Head 188 998 1245 300 1434298 0 2160671 99 777 2260 448 107 808 3 802 554
Clarence 1366 813 0 1366 813 23110 1947 063 26 690 1973753 94 135 3457 811
Derwent Valley 242 585 1206 089 1448 674 240611 880 632 65 327 945 959 45116 2 680 360
Devonport 591 353 898 306 1489 659 0 1328 468 21988 1350 456 64 408 2904 523
Dorset 154 303 1390 454 1544 757 268 236 1973 960 143 802 2117 762 101 003 4031 758
Flinders 23 553 753 404 776 957 24514 846 193 23319 869 512 41 470 1712453
George Town 162 584 1172 116 1334700 7362 920 268 47 985 968 253 46 179 2 356 494
Glamorgan Spring Bay 109 989 93911 203 900 7041 1095677 63072 1158 749 55265 1424 955
Glenorchy 1090 871 0 1090871 44 254 1637 856 55 659 1693515 80 769 2909 409
Hobart 1251472 0 1251472 56 112 1693 530 101 823 1795353 85627 3188 564
Huon Valley 420 740 1710683 2131423 39617 1726524 133 881 1 860 405 88729 4120174
Kentish 149 459 1405 086 1554 545 248 907 1252 295 73 549 1325844 63234 3192530
King Island 36978 822 443 859 421 184 765 1129852 23 630 1153482 55014 2 252 682
Kingborough 890 847 0 890 847 23350 1703 368 62 252 1765 620 84 209 2764 026
Latrobe 281524 861 226 1142750 0 843 398 42 812 886 210 42 266 2 071 226
Launceston 1577587 0 1577 587 50989 3121 200 127 968 3249 168 154 964 5032708
Meander Valley 468 792 1836 246 2305038 0 2 296 065 157 585 2453 650 117 023 4875711
Northern Midlands 319 540 972 503 1292043 0 2533131 170270 2703401 128 935 4124 379
Sorell 374 397 978 288 1352 685 209 206 1048 209 59 357 1107 566 52 824 2722 281
Southern Midlands 149 782 1777984 1927 766 313459 1753139 110 656 1863795 88 891 4193911
Tasman 57947 510114 568 061 - 137 593 682 38030 631712 30128 1229 764
Woaratah-Wynyard 321709 1532857 1 854 566 281 699 1521854 97 319 1619173 77 223 3832661
West Coast 94 949 1417 807 1512 756 226 413 791 464 54 235 845 699 40 334 2 625 202
West Tamar 566 762 1922 060 2488 822 - 510 1452 860 55219 1508 079 71926 4068 317
Total 12 487 152 29 136 688 41 623 840 2425 341 43 626 594 2 252 582 45 879 176 2188134 92 116 491

* The final grant entitlement for 2022-23 was $92 116 491 based on an accrual calculation using actual population and Consumer Price Index figures for the year, whereas the recommended entitlement was estimated to be $87 503 01 é.
Consequently, the amounts shown in the adjustment columns should be added to the 2022-23 recommendations to reflect ‘actual' final grant entitlements. The total underpayment of $4 613 475 is added to the regular quarterly
instalments over the 2023-24 financial year as specified in the Australian Government legislation.
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Distribution* Adjustment Cash Payments
2023-24 2022-23 2023-24

Base Grant Road Grant Total Grant Base Grant Road Grant Total Grant Base Grant Road Grant Total Grant
Council $ $ $ $ $ $ $ $ $
Break O'Day 4438 3716 8154 -1 84 844 84 843 4437 88 560 92 997
Brighton 4983 1453 6436 1855 33531 35 386 6838 34984 41 822
Burnie 0 2914 2914 0 66 120 66 120 0 69 034 69 034
Central Coast 0 4751 4751 0 107 206 107 206 0 111 957 111 957
Central Highlands 3236 3522 6 758 174 489 78 953 253 442 177 725 82475 260 200
Circular Head 4397 4 487 8884 0 107 808 107 808 4397 112 295 116 692
Clarence 2956 4206 7 162 23110 94 135 117 245 26 066 98 341 124 407
Derwent Valley 4635 2036 6671 240611 45116 285 727 245 246 47 152 292 398
Devonport 0 2594 2594 0 64 408 64 408 0 67 002 67 002
Dorset 0 4525 4525 268 236 101 003 369 239 268 236 105528 373764
Flinders 0 1791 1791 24514 41470 65984 24514 43 261 67 775
George Town 0 2 048 2048 7 362 46 179 53 541 7362 48 227 55 589
Glamorgan Spring Bay 686 2467 3153 7 041 55265 62 306 7727 57732 65 459
Glenorchy 2391 3459 5850 44 254 80 769 125 023 46 645 84 228 130873
Hobart 2624 3744 6368 56 112 85627 141 739 58 736 89371 148 107
Huon Valley 6 636 3971 10 607 39617 88729 128 346 46 253 92 700 138 953
Kentish 4 838 2819 7 657 248 907 63 234 312141 253 745 66 053 319798
King Island 0 2464 2464 184 765 55014 239779 184 765 57478 242 243
Kingborough 1919 3745 5664 23 350 84 209 107 559 25269 87 954 113 223
Latrobe 0 1930 1930 0 42 266 42 266 0 44 196 44 196
Launceston 3370 6672 10 042 50989 154 964 205953 54 359 161 636 215995
Meander Valley 7528 5228 12 756 0 117 023 117 023 7528 122 251 129 779
Northern Midlands 4155 5730 9 885 0 128 935 128 935 4155 134 665 138 820
Sorell 4392 2363 6 755 209 206 52 824 262 030 213 598 55187 268 785
Southern Midlands 5830 3973 9803 313 459 88 891 402 350 319 289 92 864 412 153
Tasman 1814 1344 3158 - 137 30128 29991 1677 31472 33149
Waratah-Wynyard 5919 3409 9328 281 699 77 223 358 922 287 618 80632 368 250
West Coast 4589 1789 6378 226 413 40334 266 747 231 002 42123 273 125
West Tamar 7 855 3215 11 070 - 510 71926 71416 7 345 75 141 82 486
Total 89191 96 365 185 556 2425 341 2188134 4613 475 2514 532 2 284 499 4799 031

*Increases to 2023-24 entitlement post bring forward payment. For further details on the bring forward payment, refer to Tables 8 and 9 of this report.
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