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State Grants Commission 2023-24 Annual Report

Hon Guy Barnett 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 2023-24 Annual Report, which reports on the
Commission’s activities during 2023-24 and its recommendations for the distribution of Australian
Government Financial Assistance Grants to Tasmania’s councils for the 2024-25 financial year.

The Commission also publishes data tables which provide further information on the grant
recommendations for 2024-25. The 2024-25 Data Tables and the Commission’s Distribution
Methodology paper are available on the Commission’s website at www.treasury.tas.gov.au/state-
grants-commission.

C Lock
Chair
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I. INTRODUCTION

The State Grants Commission Annual Report for 2023-24 describes the Commission’s activities
during the financial year and includes the Commission’s recommendations for the distribution of
Australian Government Financial Assistance Grants (FA Grants) funding for Tasmania for
2024-25.

2. FINANCIAL ASSISTANCE GRANT PROGRAM

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

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 objectives of the base grant include improving the capacity of local governments to provide
their communities with an equitable level of services and increasing local government’s efficiency
and effectiveness. The objective of the road grant is to support local government with funding
allocated on the basis of relative needs for roads expenditure and to preserve road assets.

The Australian Government determines each state and territory’s share of the national base grant
pool based on population share. The national 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.

In recent years, the quantum of the national grant pool (both base and road grant) has increased
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 Commonwealth 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.

3. STATE GRANTS COMMISSION

The State Grants 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).

Membership

The Commission consists of three members, two of whom are nominated by the Local
Government Association of Tasmania (LGAT) (who cannot be current elected members or
employees of councils) and the third member (Chair) who is nominated by the Secretary of the
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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 2023-24, and the expiry dates of their appointments,
are detailed in Table I.

Table I: Membership of the Commission

Name Position Initial Appointment Current Appointment
Expiry

Chris Lock Chair | July 2022 30 June 2027

Greg Preece Member | January 2018 31 December 2026

Kathy Schaefer PSM Member Il February 2021 10 February 2027

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

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.

Greg Preece (Member)

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 |7 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.
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Kathy Schaefer PSM (Member)

Kathy Schaefer has been a member of the State Grants Commission since || February 202].
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 to 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 meetings

During 2023-24, the Commission conducted eight meetings. Attendance of these meetings is
presented in Table 2.

Table 2: Commission meetings conducted during period | July 2023 - 30 June 2024

Total number Number of Meetings Attended
Type of activity conducted C Lock G Preece K Schaefer
Commission meetings 8 7 8 8

Funding arrangements

All FA Grants funds allocated to Tasmania are distributed among Tasmanian local councils in
accordance with Sections | | and 14 of the Commonwealth legislation. The operating costs of the
Commission are fully met by the Tasmanian State Government, through the Department of
Treasury and Finance. The operating budget for the Commission for 2023-24, excluding salaries
and on-costs but including member expense claims, was $21 720. The Commission’s
remuneration for 2023-24 is detailed in Table 3.

Table 3: State Grants Commission remuneration - 2023-24

Salary & Allowances Superannuation Total
2022-23 $'000 $'000 $'000
C Lock (Chair) 41.1 45 45.6
G Preece (Member) 247 2.6 27.4
K Schaefer (Member) 244 2.6 27.1
Total 90.3 9.8 100.1

Executive support resources equivalent to one full time equivalent are provided to the
Commission by the Department of Treasury and Finance.
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Commission methodology

The Commission must apply the Commonwealth 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 and one to the road grant.

The overarching National Principle is full horizontal fiscal equalisation (HFE) 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.

The Commission has also developed its own State Principles to provide additional detail on the
rationale for the framework and methodology it uses to make its annual recommendations. The
State Principles also provide a guideline for the Commission to ensuring consistency in decisions
and policies the Commission adopts and how it interprets the National Principles.

The Commission uses a range of data sources in its processes for determining its
recommendations on how to allocate the FA Grants each year. A major data source is the
Consolidated Data Collection (CDC) submitted annually by each council. The CDC process is
managed by the Office of Local Government through an external consultant. After a quality
assurance review, and requesting any further information from councils, the Office provides the
CDC returns to the Commission.

The Commission also uses data from third party sources including the Australian Bureau of
Statistics and Office of the Valuer-General to ensure that its recommendations are in accordance
with the full horizontal fiscal equalisation National Principle.

The Commission publishes its FA Grants Distribution Methodology and Guideline to assist
councils with completing the Commission-related sections of the CDC return. These papers are
available on its website at www.treasury.tas.gov.au/state-grants-commission/publications.

National Conference of Local Government Grants Commissions

Every two years, a national conference is held for all local government grants commissions. 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.

The Commission hosted the National Conference of Local Government Grants Commissions in
Hobart on Thursday 9 and Friday 10 November 2023.

The conference was opened by the Tasmanian Minister for Local Government, the Honourable
Nic Street MP, and a welcome and national report was provided by the Australian Government
Minister for Local Government, the Honourable Kristy McBain MP.
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Keynote presentations were also provided by the Australian Bureau of Statistics, the
Commonwealth Grants Commission, Gratton Institute and Australian Government Department
of Infrastructure Transport, Regional Development, Communications and the Arts.

The Commission expresses its appreciation to everyone who participated in the conference and
the Department of Treasury and Finance, which provided funding and resources for the event.

The next conference will be hosted by the Northern Territory Grants Commission in 2025.
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 2023-24 were as follows:

A.  Strong relationships with stakeholders — the Commission consults extensively with councils
through the distribution of papers during the year, discussions as part of the annual hearings
and meetings program and through ad hoc visits when particular issues are raised. There is
also ongoing discussion with councils to identify ways to improve data accuracy in the CDC
returns.

B.  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.

C.  Effective governance and administration — the Commission assesses its activities having regard
to the National Principles and also against the Commission’s own State Principles. It
continually reviews its work plan and projects and ensures that councils are kept abreast
of its current and planned activities.

D. Improved and ongoing relationship with Treasury — the Commission Chair meets periodically
with the Secretary of Treasury and other senior Treasury officers. The Commission
appreciates the support and advice provided by Treasury, including its annual quality
assurance of the models used by the Commission to develop FA Grant recommendations.

10
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4. CONSULTATION AND DECISIONS

The Commission undertakes consultation with councils and other interested parties. Regional
hearings and council meetings are organised annually by the Commission for communication of
the methodology it uses to develop its recommendations, providing opportunities for councils to
provide input into the FA Grants recommendations process, as well as for the Commission to
listen and respond to councils’ issues and concerns.

The Commission strongly encourages elected councillors to attend these meetings as a way of
increasing their understanding of the purpose of FA Grants, role of the Commission and how
recommendations are determined. The Commission also provides educational presentations
upon request.

Regional hearings and council meetings

All councils are invited to participate in the consultation process and attend regional hearings,
which are also open to the public. 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 and, in some cases, to view some council facilities,
and better understand 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.

Participation by councils in the 2023-24 regional hearings and meetings, which were conducted
from 7 March to 24 March 2024, are detailed in Tables 4-5. Councils were invited to discuss and
comment on the upon the issues listed for discussion.

Table 4: Regional hearings

Region Location Councils attending

Brighton Council, Glamorgan-Spring Bay Council, Clarence
South Virtual City Council, Glenorchy City Council, Hobart City Council,
Sorell Council, Tasman Council

Burnie City Council, Circular Head Council, Devonport

North West Virtual Council, Kentish Council, King Island Council, Latrobe Council

Break O’Day Council, Dorset Council, Flinders Council,
North Virtual Meander Valley Council, Northern Midlands Council, West
Tamar Council

11
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Table 5: Council meetings

Councils attending

Central Coast Council, Central Highlands Council, George Town Council, Huon Valley Council, Launceston City
Council, Southern Midlands Council, Waratah-Wynyard Council, West Coast Council, West Tamar Council

The Commission has extended an offer to all councils to visit their premises to meet with elected
members and senior officers outside the hearings and meetings program to explain its approach
to developing its recommendations. Two presentations were made in 2023-24: one to mayors at
the LGAT mayors workshop and another to elected members and executive staff of the West
Tamar 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 its documentation available to councils
and the general public on its website.

Major issues discussed during 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.

During the 2023-24 hearings and meetings, councils were invited to provide feedback on the
following:

e Proposed expenditure allowances for providing services to short stay residents.

In November 2023, the Commission issued Discussion Paper DP23-01 Review of the Financial
Assistance Base Grant Methodology. The Commission sought comment from councils on its
preliminary decision to calculate councils’ expenditure requirements using estimates of the
population it services within its municipality and not just the resident population as estimated by
the ABS (long term residents). The service population includes, for example, those who stay in
their holiday homes or in short stay accommodation.

Most councils agreed in principle to using an estimate of the service population though some
councils without a significant share of short-term residents and that would be disadvantaged by
the change raised concerns over the expected loss in revenue and asked for a phasing in of the
change.

During the 2023-24 hearings and meetings programs, the Commission consulted with councils
on expenditure allowances that would be appropriate for services provided to short-term
residents across the seven expenditure categories used by the Commission.

The feedback was used to finalise the expenditure allowances and the revised methodology was
used for assessing council expenditure requirements for the 2024-25 recommendations.

12


https://www.treasury.tas.gov.au/state-grants-commission

State Grants Commission 2023-24 Annual Report

The changes are being phased in over three years to assist councils with managing any cash flow
impacts. The Commission’s caps and floors policy also acts to smooth out the impacts.

¢ Findings from the Final Report of the Future of Local Government Review (October 2023),
particularly as it relates to understanding the Commission’s allocation methodology.

The Commission sought councils’ views in relation to the Final Report of the Local Government
Review Board on several findings relevant to the Commission. Specifically, the Board reported
that councils found that the Commission’s current allocation methodology - in terms of both its
underlying objectives and its technical application - is not well understood. The Board also
reported that councils consider that efforts should be made to improve overall awareness and
understanding among elected members given the grants pool represents such a significant
proportion of overall revenue for smaller regional councils in particular. These findings were
summarised in Recommendation 20 of the Final Report.

Most councils agreed that the methodology around the distribution of FA Grants is complex and
not easily understood. However, they reported that they were satisfied with the Commission’s
level of transparency and explanations provided around its decision making.

In addition to the topics that councils were invited to provide feedback, the following was also
discussed:

. Removing the per capita allocation of a share of the base grant to all councils

The Commission had been reviewing its approach to including a per capita grant component in
the base grant recommendations and included discussion of this issue in Discussion Paper
DP23-01 Review of the Financial Assistance Base Grant Methodology.

The Commission's recommendations are required to be consistent with National Principles
issued by the Australian Government. The minimum grant National Principle states that the base
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 to if 30 per cent of the total amount of the base grant
were allocated on a per capita basis.

While this principle sets the minimum grant amount a council must receive in a year, it does not
automatically 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 based on assessed
relative need.

The Commission had previously determined its recommendations by allocating 30 per cent of
the base grant to all councils on a per capita basis and allocating the remaining 70 per cent on an
assessed relative need basis.

The Commission reviewed the approach of commissions in other jurisdictions, including those
where the entire base grant is initially allocated on a relative need basis and adjustments are then
made to ensure the minimum grant National Principle is then applied (the direct assessment
approach).

13
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The Commission’s previous policy had the effect of setting aside a higher amount of funding for
those councils with large populations and a relatively low share of relative need than they would
receive under the direct assessment approach. Under the direct assessment approach, those
councils with smaller populations and a higher relative need would receive an increase in grant
funding.

Almost all councils supported the principle of increasing the share of funding to be allocated
according to relative need. Some councils disadvantaged by the change raised concerns over the
expected loss in revenue and asked for a phasing in of the change.

The Commission determined to adopt the direct assessment approach and used this approach
for the 2024-25 FA Grant recommendations, while ensuring that those councils assessed as having
sufficient financial capacity to meet their expenditure needs, namely Hobart, Glenorchy,
Launceston, Clarence and Kingborough Councils, continue to receive the minimum grant.

The changes are being phased in over three years to assist councils with managing any cash flow
impacts. The Commission’s caps and floors policy also acts to smooth out the impacts.

® Review of the Commission’s approach to estimating road preservation costs

The Commission had been assessing whether to base its road grant recommendations on the
road preservation costs of council roads under road classes proposed in the Local Government
Road Hierarchy, as prepared by the Office of Local Government within the Department of Premier
and Cabinet. Under this approach, councils would need to report their road assets under five
road classes across urban and rural sealed roads, and unsealed roads.

The Commission noted that the final report of the Future of Local Government review included
findings and recommendations relating to councils' asset management practices. As roads
comprise a very significant class of council assets, the Commission decided to defer a decision on
the adoption of the Local Government Road Hierarchy until the Tasmanian Government's
response to the review has been announced.

e Asset preservation cost estimates

Prior to 2024, the Commission’s most recent cost estimates for the three road classes, namely
urban sealed, rural sealed and unsealed roads, together with bridges and culverts, were prepared
in 2012, with costs indexed annually every year. The Commission informed councils during the
hearings and meetings of its intention to review these estimates as significant changes have
occurred over this period, including increased statutory requirements relating to traffic
management.

The Commission has since been provided with updated road cost estimates prepared by a
consultant, which has resulted in an increase to the cost estimates applied to rural sealed roads
relative to urban sealed roads. The 2024-25 recommendations were based on the revised
estimates, which have resulted in an increased allocation to rural councils.

14
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Other issues raised by councils

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

Many common themes and challenges faced by councils emerged from the hearings and meetings
including:

Almost all councils commented that they are struggling to attract and retain staff, with the
problem more acute for the rural and more remote councils. Many are finding it difficult
to compete with salaries offered by large infrastructure projects being undertaken across
the State.

The shortage of available housing continues to be a major concern for some councils,
which are seeing rising homelessness where previously this was not a prevalent issue.
Several of the more rural councils commented that this is preventing them from recruiting
staff.

King Island and Flinders Island expect to face large costs for airport upgrades to make
them compliant with Civil Aviation Safety Authority (CASA) standards, which they are
unable to undertake without support being provided by another level of government.

The increasing costs of environmental compliance around waste management is putting
pressure on the budgets for many councils.

Councils continue to express concern that the total revenue available for distribution
from the Heavy Vehicle Motor Tax has remained at $1.5 million since the introduction of
the national transport reforms in 1996.

For some councils, drive-in drive-out workers require council services but do not
contribute to revenue.

King Island and Flinders Island are concerned with the current high cost of shipping to
and from the Tasmanian mainland, which they advise is not sustainable over the long
term.

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.

15
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5. CHANGES TO THE FINANCIAL ASSISTANCE GRANT
DISTRIBUTION MODELS FOR THE 2023-24
RECOMMENDATIONS

Methodology changes

e Base grant recommendations: caps and floors

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 was
to preserve the real value of FA Grants, based on CPl movements.

This was similar to the approach applied in other jurisdictions.
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
recommendations, the Commission has based its assessment on the CDC return data up to
2022-23 as this represents the most current financial year.

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

16
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6. FINANCIAL ASSISTANCE GRANT ALLOCATIONS AND
RECOMMENDATIONS

2023-24 Financial Assistance Grant Funding - Received

The Australian Government made a positive adjustment of $1 156 617 (1.18 per cent) to
Tasmania’s 2023-24 estimated grant entitlement of $97 878 457 as shown in Table 6 below.

Table 6: Financial Assistance for Local Government - Finalised Entitlement 2023-24

2023-24 Estimated 2023-24 Finalised 2023-24 Percentage
Entitlement adjustments (to be Entitlement Adjustment

paid in 2024-25)
$ $ $ %
Base Grant 47 186 330 994 592 48 180 922 2.11%
Road Grant 50 692 127 162 025 50 854 152 0.32%
Total Grant 97 878 457 1156 617 99 035 074 1.18%

The main driver for the increase in Tasmania’s base grant (2.1 per cent) was growth in the
national base grant pool due to the increase in population and CPI being higher than forecast.

The increase in population and 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
(0.32 per cent) as was applied to the national road grant funding pool.

The 2023-24 adjustment has been apportioned across councils utilising the methodologies used
to determine the Commission’s 2023-24 recommendations, which include the application of
those caps and floors as applied in that year. Tasmania’s finalised 2023-24 FA Grants entitlement
was $99 035 074.

A summary of the FA Grants entitlements and amounts paid to local government on a cash basis
in 2023-24 by the Australian Government is shown in Table 7 below. A detailed breakdown of
these amounts by council is provided in the Appendices section of this Report.

Table 7: Financial Assistance for Local Government - Cash Payments for 2023-24
2022-23  2023-24 Funding 2024-25 Advance Total payments

Adjustment paid in four Payment (paid in to councils in

quarterly June 2024)* 2023-24 Financial

instalments Year

$ $ $ $

Base Grant 2 425 34| 2514532 41 047 942 45 987 815
Road Grant 2188 134 2 284 499 45283 761 49 756 394
Total Grant 4613 475 4799 031 86 331 703 95 744 209

* The Australian Government made an advance payment of 85 per cent of the 2024-25 FA Grants entitlement, as estimated for the 202425 Budget.
This payment was provided to the Department of Treasury and Finance on 28 June 2024 and immediately forwarded to councils.
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2024-25 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 2024-25 both nationally and to Tasmania is shown in Table 8
below.

Table 8: Financial Assistance for Local Government — 2024-25 Estimate

National Pool of Tasmanian Tasmanian Grant Change on 2023-24

funds Proportion of Entitlement* Actual

National Pool Entitlement”

$ % $ %

Base Grant 2 269 948 692 2.13 48 383 968 0.42
Road Grant | 007 240 310 5.30 53 376 601 4.96
Total Grant 3277 189 002 3.11 101 760 569 2.75

*The Commission’s recommendations for 2024-25 are based on the FA Grants entitlement of $101 760 569 advised by the Commonwealth on 4 July 2024,
which incorporates updates to population and CPI data since the initial estimate of $101 566 710 included in the 2024-25 Budget, resulting in an increase
of $193 859.

# This column shows the percentage change in Tasmania’s 2024-25 estimated entitlement compared to the 2023-24 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 2024-25 FA Grants funding pool has been indexed by 4.96 per cent. The national
funding pool has increased from $3 122 303 170 to $3 277 189 002.

Based on population estimates as at 3| December 2023, the Australian Government has

determined that the 2024-25 national funding pool be distributed amongst jurisdictions as detailed
in Table 9.

18



State Grants Commission 2023-24 Annual Report

Table 9: 2024-25 Financial Assistance Grants — Estimated entitlements by Jurisdiction

Estimated Population 2024-25 Local Road 2024-25 2024-25 Total

Population shares for Estimated Agreed Estimated Estimated

as at General General Percentage Local Road Entitlement

31 Dec 2023 Purpose Purpose Shares Entitlement
Entitlement Entitlement

Jurisdiction % $ % $ $

New South Wales 8434 754 31.29 710 159 783 29.01 292 232 895 | 002 392 678

Victoria 6 905 978 25.62 581 505 209 20.62 207 657 092 789 162 301

Queensland 5528 292 20.51 465 561 052 18.74 188 720 462 654 281 514

Western Australia 2 927 888 10.84 246 131716 15.29 154 008 976 400 140 692

South Australia 1 866 318 6.92 157 189 506 5.50 55 354 766 212 544 272

Tasmania 574 705 2.13 48 383 968 5.30 53 376 601 101 760 569

Northern 253 634 0.94 21339 375 234 23594335 44933710
Territory

Australian Capital 470 232 1.75 39 678 083 321 32295183 71 973 266
Territory

Tasmania’s share of the base grant pool is expected to decrease marginally from 2.23 per cent
for 2023-24 (actual entitlement) to 2.13 per cent for 2024-25 due to relative population changes
between jurisdictions. 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 2024-25 will be $16 585 483.
This amount has been derived by subtracting the advance payment of $86 331 703 made in
June 2024 from the 2024-25 estimated entitlement of $101 760 569 and adding the adjustment
of $1 156 617 to the 2023-24 FA Grants entitlement.

A summary of the financial assistance to be paid to local government in 2024-25 by the Australian
Government is shown in Table 10 below. A detailed breakdown of these amounts by council is

provided in the Appendices section of this report.

Table 10: Financial Assistance for Local Government - Cash Payments for 2023-24

2023-24 Adjustment Balance of 2024-25 Total payments to

entitlement post advance councils in 2024-25

payment Financial Year

$ $ $

Base Grant 994 592 7 336 026 8330618
Road Grant 162 025 8 092 840 8 254 865
Total Grant 1156617 15 428 866 16 585 483

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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2024-25 Financial Assistance Grant Allocations by council

The 2024-25 FA Grants distributions by council are detailed in Table 12'. The 2024-25 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 on the
Commission’s website at 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 were:

e the growth in Tasmania’s FA Grants pool of 0.42 per cent for the base grant and 4.96 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, which affects the minimum grant allocation; 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 average revenue
raising capacity of each council relative to the State standard value.

The Commission has also made the following changes to its methodology used to allocate the
base grant, as discussed above, which had a material impact for some councils:

e removal of the per capita grant allocation of 30 per cent of the base grant to every council,
while maintaining the minimum grant for relevant councils;

e use of service population estimates rather than the ABS estimates of residential population
as a basis for estimating councils' expenditure requirements;

e an increase in the airport allowance from $100 000 to $200 000 in recognition of the
large costs for airport upgrades for King Island and Flinders Island to make them compliant
with Civil Aviation Safety Authority (CASA) standards; and

e areduction in the cap from +17 to +10 per cent and a reduction in the floor from +7 to
-5 per cent. The reductions are due to the base grant increasing by less than for last year
due to lower inflation and Tasmania’s lower population growth.

Road Grant Estimated Entitlements

The changes in the distribution of the road grant funding across councils reflect changes in road
asset preservation cost estimates, road lengths and changes in bridge and culvert assets.

The Commission has adopted the asset preservation cost estimates and annual indexation
method recommended by the consultant for the three road classes (i.e. urban sealed, rural sealed
and unsealed) %. This has resulted in an increase to the cost estimates applied to rural sealed roads

| . . . . ,

These do not include adjustments relating to the previous year’s grants.
2 The asset preservation cost estimates and annual indexation method recommended by GR Webb Consulting Pty Ltd in its June
2024 report is available on the Commission’s website at www.treasury.tas.gov.au/state-grants-commission/methodology.
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relative to urban sealed roads, which has resulted in an increase in the road grant funding to rural
councils.

A single rate has also been adopted for bridges and culverts regardless of the construction type,
which replaced the six different rates previously used by the Commission. This change had a
relatively minor impact on the road grant recommendations.

Approval of Financial Assistance Grant Recommendations

The Commission determined its 2024-25 recommendations for the distribution of FA Grants at
its meeting on 10 July 2024, which was provided in a letter to the Treasurer.

The Treasurer accepted the Commission’s recommendations on 22 July 2024 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 2024.

The 2024-25 FA Grants allocations for Tasmania have been approved for distribution amongst
Tasmanian councils as detailed in Table |1.
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Table 11: 2024-25 Financial Assistance Grants by council

Base Grant Road Grant Total Grant
Base Grant Per Capita Roads Bridges Road Grant

Council $ $ $ $ $ $
Break O'Day 1 657 849 234.32 | 894 836 121 513 2016 349 3674198
Brighton 1 667 900 83.40 753 324 23 309 776 633 2 444 533
Burnie 1 985 404 97.02 1 573 359 46 089 1619448 3 604 852
Central Coast 3 327 246 142.61 2610568 112 076 2722 644 6 049 890
Central Highlands 1303 779 502.42 1910 308 62 893 1 973 201 3276 980
Circular Head 1615633 193.44 2704 375 90 904 2795 279 4410912
Clarence 1612267 25.33 2 178 406 34224 2212630 3 824 897
Derwent Valley 1 787 691 157.63 1 083 752 64 592 1 148 344 2 936 035
Devonport 1 726 423 64.00 | 355 894 21 286 1377 180 3103 603
Dorset 1615036 230.69 2416813 124 073 2 540 886 4 155 922
Flinders 999 944 1071.75 1015418 23 361 1 038 779 2 038 723
George Town | 482 886 202.30 1 057 900 45 567 1 103 467 2 586 353
Glamorgan Spring Bay 253 409 48.39 1268 776 51437 1320 213 1 573 622
Glenorchy 1286714 25.33 1 642 103 85516 1727 619 3014333
Hobart 1 417 290 2533 1715966 144 303 1 860 269 3 277 559
Huon Valley 2 250 550 115.69 2 065 333 141 425 2 206 758 4 457 308
Kentish 1 934 934 283.26 | 564 648 75 544 1 640 192 3575126
King Island 1011538 613.80 1 377 419 18 074 1 395 493 2 407 031
Kingborough 1 042 859 2533 1 940 275 66 614 2 006 889 3 049 748
Latrobe 1 290 469 98.80 1 086 303 37 159 1 123 462 2413 931
Launceston 1818033 25.33 3380 899 145 107 3 526 006 5344 039
Meander Valley 2614426 121.89 2 870 746 157 109 3 027 855 5 642 281
Northern Midlands 1399 798 98.03 3139 053 187 182 3326 235 4726 033
Sorell 1 469 395 83.32 1229 700 68 971 1298 671 2768 066
Southern Midlands 2299 115 332.63 2 137 333 125 940 2 263 273 4562 388
Tasman 724 893 269.88 674 185 39 664 713 849 1 438 742
Waratah-Wynyard 2 292 809 155.27 | 873 856 95 755 1969 611 4262 420
West Coast 1 845 899 42347 846 784 42514 889 298 2735197
West Tamar 2 649 779 101.76 1 695 168 60 900 1 756 068 4 405 847
Total 48 383 968 84.42 51 063 500 2313 101 53 376 601 101 760 569

7. 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 Commonwealth
legislation 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.
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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. 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 (HVYMTR) 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 HYMTR allocations.

The Commission made its recommendations for the distribution of the 2023-24 HVMTR, based
on the 2016-17 TFS results as this remained the most recent data available. These
recommendations are detailed in Table 12. These were approved by the Commission at its
meeting on 2 November 2023 and were approved by the Treasurer, the Honourable Michael
Ferguson MP, on 8 February 2023.
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Table 12: 2023-24 Heavy Vehicle Motor Tax Revenue Distribution by council

Share of 2023-24

Tonne-Kilometres() State Total Distribution

$

Break O'Day 4334919 3.25% 48 822
Brighton |1 470 689 1.10% 16 564
Burnie 5004 571 3.76% 56 364
Central Coast 6 392 695 4.80% 71998
Central Highlands 1971769 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 5136797 3.86% 57 853
Huon Valley 3 828 854 2.87% 43 122
Kentish 5240 182 3.93% 59017
King Island | 505 220 0
Kingborough® 807 358 0.61% 9 093
Latrobe | 262 032 0.95% 14214
Launceston 14 806 752 11.12% 166 761
Meander Valley 4521 297 3.39% 50 921
Northern Midlands 6 624 783 4.97% 74 611
Sorell |1 218 885 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% 1 580
West Tamar 2 268 828 1.70% 25 552
Total 135 419 076 100.00% 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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8. APPENDICES

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

The National Principles for the distribution of base grants (Section 9 of the Commonwealth
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
Commonwealth 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
WWww.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 Australian Bureau of Statistics

CDC Consolidated Data Collection

FA Grants Financial Assistance Grants

HFE Horizontal Fiscal Equalisation

HVMTR Heavy Vehicle Motor Tax Revenue

LGAT Local Government Association of Tasmania
LGRH Local Government Road Hierarchy

TFS Traffic Freight Survey

27



State Grants Commission 2023-24 Annual Report

APPENDIX 3: TOTAL FINAL FINANCIAL ASSISTANCE GRANTS ENTITLEMENTS FOR 2023-24

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 2023-24*

Council
Break O'Day 173 698 1 437 289 1610987 58 148 | 807 891 147 010 1 954 901 6 248 3 630 284
Brighton 487 607 1 268 077 1 755 684 15 099 730 943 33 507 764 450 2 444 2537 677
Burnie 507 670 1297 243 1 804913 0 | 494 426 38418 1 532 844 4900 3 342 657
Central Coast 578 580 2 549 662 3 128 242 0 2371 192 127 647 2 498 839 7 987 5635 068
Central Highlands 64 025 1121229 1 185 254 42777 | 783 754 69 136 |1 852 890 5923 3 086 844
Circular Head 207 630 1381 124 |1 588 754 57 349 2253 525 106 384 2 359 909 7 542 4013 554
Clarence | 563 802 0 1 563 802 32961 2182314 29 674 2211988 7070 3 815 821
Derwent Valley 278 665 1 385 478 1 664 143 34211 999 204 72 076 1 071 280 3424 2773 058
Devonport 667 993 1 074 908 1 742 901 0 | 340 232 24 271 1 364 503 4361 3111765
Dorset 173 921 1 478 969 1 652 890 12 984 2222703 157 461 2380 164 7 608 4 053 646
Flinders 23 059 885 981 909 040 0 923 291 18 892 942 183 3012 | 854 235
George Town 180 336 1247 793 1 428 129 88 440 1 023 599 53 622 1 077 221 3443 2597 233
Glamorgan-Spring Bay 128 645 101 727 230 372 8324 | 227 389 70 183 1 297 572 4 147 1 540 415
Glenorchy | 265 223 0 1 265 223 11 096 1 756 363 63319 1 819 682 5816 3101 817
Hobart | 388 073 0 1 388 073 29 257 | 829 444 139 892 1 969 336 6 294 3392 960
Huon Valley 476 066 1 892 934 2 369 000 85 528 1 943 783 145 546 2 089 329 6 678 4 550 535
Kentish 168 596 1 590 435 1 759 031 63 490 1 402018 8l 188 1 483 206 4741 3310468
King Island 41 536 878 044 919 580 7753 1269 762 26 676 1 296 438 4144 2227 915
Kingborough 1 014968 0 1014968 21 393 | 899 645 70 328 1 969 973 6296 3012630
Latrobe 320 I51 1016 867 1337018 | 979 534 35517 1015051 3244 2355314
Launceston 1 782 800 0 1 782 800 37 578 3 368 849 141 259 3510108 11219 5341 705
Meander Valley 529 267 2 159 701 2 688 968 13238 2 576 370 173 833 2750 203 8791 5461 200
Northern Midlands 350 294 1123178 1 473 472 40 983 2 827 323 186 666 3013989 9633 4538 077
Sorell 431 706 1 115025 1 546 731 38 659 1 179 065 63 945 1243 010 3973 2 832373
Southern Midlands 170 676 1 955 408 2 126 084 76 736 | 963 904 126 251 2090 I55 6 681 4299 656
Tasman 66 155 592 839 658 994 7093 662 310 45 084 707 394 226l 1 375 742
Woaratah-Wynyard 363 966 1 759 980 2 123 946 50223 | 685792 107 427 1793 219 5732 3973 120
West Coast 107 939 1570 151 1 678 090 60 565 881 277 59 868 941 145 3008 2 682 808
West Tamar 642 853 2 146 388 2 789 241 100 706 | 624 165 66 980 1 691 145 5 405 4 586 497
Total 14 155 900 33 030 430 47 186 330 994 592 48 210 067 2 482 060 50 692 127 162 025 99 035 074

* The final grant entitlement for 2023-24 was $99 035 074 based on an accrual calculation using actual population and Consumer Price Index figures for the year, whereas the recommended entitlement was estimated to be $97 878 457.
Consequently, the amounts shown in the adjustment columns should be added to the 2023-24 recommendations to reflect ‘actual' final grant entitlements. The total underpayment of $1 156 617 is added to the regular quarterly
instalments over the 2024-25 financial year as specified in the Commonwealth legislation.
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Distribution* Adjustment Cash Payments
2024-25 2023-24 2024-25

Base Grant Road Grant Total Grant Base Grant Road Grant Total Grant Base Grant Road Grant Total Grant
Council $ $ $ $ $ $ $ $ $
Break O'Day 253 627 305715 559 342 58 148 6 248 64 396 311775 311 963 623 738
Brighton 250 185 117 751 367 936 15099 2 444 17 543 265 284 120 195 385 479
Burnie 297 811 245 537 543 348 0 4900 4900 297 811 250 437 548 248
Central Coast 509 350 412 801 922 |51 0 7 987 7 987 509 350 420 788 930 138
Central Highlands 195 567 299 172 494 739 42777 5923 48 700 238 344 305 095 543 439
Circular Head 247 221 423814 671 035 57 349 7 542 64 891 304 570 431 356 735 926
Clarence 244 454 335474 579 928 32 961 7 070 40 031 277 415 342 544 619 959
Derwent Valley 273 625 174 110 447 735 34211 3424 37 635 307 836 177 534 485 370
Devonport 264 824 208 805 473 629 0 4361 4361 264 824 213 166 477 990
Dorset 247 081 385 244 632 325 12 984 7 608 20 592 260 065 392 852 652917
Flinders 149 992 157 497 307 489 0 3012 3012 149 992 160 509 310501
George Town 226 896 167 306 394 202 88 440 3443 91 883 315 336 170 749 486 085
Glamorgan-Spring Bay 38011 200 168 238 179 8324 4147 12 471 46 335 204 315 250 650
Glenorchy 195 093 261 938 457 031 11 096 5816 16912 206 189 267 754 473 943
Hobart 214 891 282 049 496 940 29 257 6294 35551 244 148 288 343 532 491
Huon Valley 337 583 334 584 672 167 85528 6 678 92 206 423 111 341 262 764 373
Kentish 290 240 248 683 538 923 63 490 4741 68 231 353730 253 424 607 154
King Island 151 731 211582 363313 7753 4144 11897 159 484 215726 375 210
Kingborough 158 120 304 280 462 400 21 393 6296 27 689 179 513 310576 490 089
Latrobe 197 695 170 337 368 032 | 3244 3 245 197 696 173 581 371 277
Launceston 275 652 534 605 810 257 37 578 11219 48 797 313230 545 824 859 054
Meander Valley 400 341 459 076 859 417 13 238 8791 22 029 413 579 467 867 881 446
Northern Midlands 209 970 504 317 714 287 40 983 9633 50616 250 953 513 950 764 903
Sorell 220 409 196 902 417 311 38 659 3973 42 632 259 068 200 875 459 943
Southern Midlands 351 626 343 151 694 777 76 736 6 68l 83 417 428 362 349 832 778 194
Tasman 108 734 108 233 216 967 7093 226l 9 354 115 827 110 494 226 321
Woaratah-Wynyard 350 946 298 628 649 574 50 223 5732 55 955 401 169 304 360 705 529
West Coast 276 885 134 833 411718 60 565 3008 63 573 337 450 137 841 475 291
West Tamar 397 466 266 248 663714 100 706 5 405 106 111 498 172 271 653 769 825
Total 7 336 026 8 092 840 15 428 866 994 592 162 025 1156 617 8330618 8 254 865 16 585 483

*The total grant distribution of $15 428 866 reflects the balance of the 2024-25 estimated entitlement post advance payment (i.e. 2024-25 estimated entitlement of $101 760 569 less advance payment of $86 331 703). For further

details, refer to Table 10 of this report.
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