CHAPTER 2

STANDARD BUDGET FOR THE FAG RELATIVITIES

1. This chapter provides information on the standard budget used in calculating
the FAG relativities. Details of the differences between this budget and the one used to
calculate the GST relativities are given in Chapter 6.

2. The following sections cover:

(1) how the standard budget was compiled, particularly in relation to the
use of accrual Government Finance Statistics (GFS) and processes of
estimation;

(1)) how Commonwealth revenue payments, both general revenue and
specific purpose payments (SPPs), have been treated; and

(ii1) the actual and standard revenue, and the estimated and standard
expenditure/expenses', of the States.

COVERAGE OF THE STANDARD BUDGET

3. For this update, the standard budget covers the same range of revenue
sources and services as the 1999 Review.

4. The standard budget covers all services that are provided by the States, and
all income sources. Services provided by the Commonwealth or local government are
excluded. For State services, the standard budget covers all operating transactions of the
general government sector of State public accounts. That is, it generally does not cover
public trading enterprises or public financial enterprises’. Public trading enterprises are

The term expenditure applies to 1997-98 when data were based on cash accounting concepts. Expenses is the
more appropriate term under the accrual accounting concepts applied from 1998-99.

Urban transit, housing and Aboriginal community services are exceptions. The Commission treats these as

general government in their entirety. In these cases, all operating transactions of the public trading enterprises
are included in the standard budget.
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covered only through their transactions with general government. Operating transactions
include the operating costs of capital (mainly depreciation), but exclude capital transactions.

HOW THE STANDARD BUDGET WAS COMPILED

5. Commonwealth revenue payments. For all years, Commonwealth revenue
payments have been based on data from Commonwealth budget papers, outcome statements
and responses by Commonwealth departments and agencies to Commission requests for
information.

6. Adjustments were made to include the same range of Commonwealth
revenue payments and each payment was treated by the methods used in the 1999 Review.
These were:

(i) to backcast the arrangements under the Australian Health Care
Agreements;

(i1) to remove the National Competition Payments to all States;

(111) for some States, to reverse the payments for the Deficit Reduction
Strategy;

(iv) to exclude the payments from the Natural Heritage Trust of Australia;

(v) to remove the reimbursement payments to the States for revenue lost
as a result of the establishment of a national scheme of companies,
securities and futures regulation;

(vi) to exclude the payments for the Fringe Benefit Tax Transitional Grants
for public and not-for-profit hospitals;

(vil) to exclude the payments for Building IT Strengths — Tasmania
‘Intelligent Island’;

(viil) to exclude the payments for Connecting Tasmanian Schools;

(ix) to exclude the payments for Roads to Recovery — Unincorporated
Area; and

(x) to exclude the payments for Additional First Home Ownership
Schemes.

7. Categories estimated or calculated in all years. The depreciation standard is
estimated for all years. A portion of the superannuation standard for 1998-99 to 2001-02 is
also estimated (see later).

8. Collapse of HIH Group of Companies. Based on information provided by
the States in this update, the Commission decided not to assess any differential needs (that
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is, it applied the equal per capita (EPC) method) for the impact of the collapse of the HIH
group of companies on State expenses or revenue raising capacities. It classified the
relevant revenue to the Other Taxes® category and the related expenses to the Other General
Public Services category, and assessed that portion of expenses EPC.

9. Other State revenue and expenditure. For 1997-98, the standard budget
was compiled using State revenue and cash based expenditure data from the Government
Finance Statistics (GFS) collection provided by the ABS, supplemented by information the
Commission collected from the States.

10.  For 1998-99, revenue data were obtained from State budget documents
supplemented by accruals data from the GFS collection provided by the ABS. Revenue
data for 1999-2000 to 2001-02 were provided by the States.

11.  For 1998-99 to 2000-01, expenses and user charges were compiled using
State expenses and user charges accrual based data from the GFS® collection provided by
the ABS, supplemented by information collected from the States. 1998-99 was the first
year of accrual reporting in GFS. The Commission’s analysis of the data indicated there
were problems with the classification of expenses by purpose. As discussed further below,
the Commission modified the GFS data for 1998-99 to 2000-01 to give greater consistency
with published data for earlier years.

12.  As data on expenses and user charges for 2001-02 were generally
unavailable, the Commission continued the ‘Estimate and Replace’ approach used since the
2000 Update, under which it estimated expenditures and user charges. The steps in this
process were as follows.

(i) Calculate the growth rate (increase or decrease) for the States’
own-funded expenditure (that is, net of any Commonwealth SPPs) and
user charges for the years 1999-2000 to 2000-01;

o if the growth rate exceeded a limit of £10 per cent, the rate was
capped at that limit; and

e if the data did not permit a growth rate to be calculated, a no
change assumption was made.

(i1)) Apply the growth rate to the States’ 2000-01 own-funded expenditure
and revenue from user charges.

(i11)) Add on Commonwealth SPPs for 2001-02.

13. The superannuation standard for 1997-98 was based on cash data obtained
from the ABS GFS collection. For 1998-99 to 2001-02, the standard was determined

3 The Other Taxes category is assessed EPC.

In this case, the final data provided by the States for the ABS Government Finance Statistics (Catalogue 5512.0)
publication.
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according to the principles set out in Chapter 2 of the Commission’s 2001 Update Report
and, as such, comprises:

o accrued expenses for the year as defined in the GFS operating
statement, for both defined benefit (unfunded — ETF 1211) and
accumulation (funded — ETF 1212) schemes;

o nominal interest for the year as defined in the GFS operating statement
(ETF 1261); and

e 10 per cent of the unfunded superannuation liability at 1 July 1998 as
defined in the GFS balance sheet (ETF 8251).

14.  Table 2-1 sets out each State’s unfunded superannuation liability at 1 July
1998.

Table 2-1 UNFUNDED SUPERANNUATION LIABILITY AT 1 JULY 1998

NSW Vic Qld WA SA Tas ACT NT  Aust

$b $b $b $b $b $b $b $b $b

Unfunded liability 11.783 14.785 7993 4945 3991 1.789 1.100 0.978 47.364
Source: ABS GFS data

15.  Data obtained from the ABS GFS collection for use in the 2003 Update
contained large revisions to superannuation expenses in Victoria for 1998-99 and
Queensland for 1999-2000. The revisions were made by ABS to adjust a misclassification
in the Victorian data produced in previous years and to ensure the Queensland figures
reflected the full impact of abnormal returns on superannuation fund assets. The revised
data have been used in this update.

Working with 1998-99 to 2001-02 Accrual Data

16. In the 2001 Update, the Commission noted that there were large increases in
data on expenses and user charges between 1997-98 and 1998-99. This growth continued in
1999-2000, but at a lower rate. Accrual reporting from 1998-99 has influenced data
because:

e some transactions which were reported on a net basis under cash
accounting were reported on a gross basis under accrual accounting;

o there appeared to be an inability to ‘see through’ some activities,
leading to a double counting of expenses and/or user charges — this
appears to happen when services are purchased centrally on behalf of
State agencies and the end user of services is not identified in the GFS
collection; and

o the classification of many transactions to general purpose categories
instead of the classifications which reflect their end purpose.
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17. Comparisons of the accrual data for 1998-99 and 1999-2000 with the cash
based data for earlier years also suggested deficiencies in the detailed purpose
classifications attached to some transactions. There were examples where expenses (or user
charges) shown in a classification in 1997-98 were substantially reduced or were missing in
one or more of the later years, even though there was no indication of a change in State
policy. There were also examples of substantial increases in expenses in some
classifications.

18.  Because of these problems, the Commission was unable to use GFS data as it
was received from the ABS. As a result, in preparing the standard budget for the 2002
Update, it adjusted the data for 1998-99 and 1999-2000 to minimise the impact of the
distortions on the assessments. It:

(1) reduced the impact of changed accounting practices on gross expenses
and user charges by treating 75 per cent of any annual increase in user
charges in excess of 20 per cent as an expenditure offset;

(i) reduced the impact of classifying transactions to general purpose
categories by holding the Other General Public Services category at its
1997-98 proportion of expenditure and spreading any excess across all
the other expenditure categories; and

(iii) reallocated expenses to the detailed purpose classifications within each
broad expenditure function, using proportions for 1997-98 (the last
year when detailed classifications were considered to be reliable).

19. Similar adjustments were made for the 2003 Update.

Data Requests

20.  As in the past, State Treasuries and Commonwealth agencies were asked
progressively (from mid-August 2002) to provide information not available in published
documents or outputs from their ledger systems. Where provided, the State data have been
used in compiling the standard budget.

21. Commonwealth data, relating primarily to the level of SPPs and
Commonwealth own purpose outlays which the Commission treats as though they were
SPPs, were provided by the:

(i) Aboriginal and Torres Strait Islander Commission;
(i) Australian Emergency Management Institute;
(iii) Australian National Training Authority;
(iv) Australian Office of Financial Management;

(v) Department of Education, Science and Training;
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(vi) Department of Health and Aged Care;
(vil) Department of Industry, Tourism and Resources;
(viii) Department of Veterans’ Affairs; and

(ix) Torres Strait Regional Authority.

TREATMENT OF COMMONWEALTH REVENUE PAYMENTS

General Revenue Grants

22.  The FAG pool for each year is based on the historical financial assistance
grants provided by the Commonwealth to the States. For 2000-01 and 2001-02, the
Commission used the Commonwealth’s estimate of what the level of FAGs would have
been if the Commonwealth-State arrangements had not changed in July 2000. The FAG
pool also includes:

(1) health care grants as required by the terms of reference;
(i1) special revenue assistance; and

(ii1) a range of other payments where this was required by the terms of
reference or where the Commission had decided to apply the
absorption approach.

23.  The range of other payments includes grants similar in nature to the general
revenue grants and grants for programs transferred from the Commonwealth to the States
between the beginning of the assessment period and 2001-02. They are shown in the
Commission’s analysis as General Revenue Funds and SPPs treated by absorption, and are
listed in Table 2-4.

Other Commonwealth Revenue Payments
24.  These comprise direct or indirect payments to the States in the form of:

(1) SPPs;

(i1) other payments by Commonwealth departments or agencies that relate
to services which are normally the responsibility of State governments;

(iii) provision of State-type services by Commonwealth agencies; and

(iv) Commonwealth subsidies to non-government organisations providing
State-type services.
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For convenience, the Commission refers to, and treats, all such payments as SPPs.

25.  The terms of reference can direct the Commission to treat a payment in a
particular way. The terms of reference for the 1999 Review and subsequent inquiries
prescribed treatments for some payments, these are marked with an asterisk in Table 2-4.

26.  Table 2-2 shows the total amounts of Commonwealth revenue payments
under each treatment — absorption, inclusion, exclusion and out of scope’ — and whether
their treatment has been directed by terms of reference or decided by the Commission.

27.  Table 2-3 shows the per capita standard for SPPs treated by inclusion in each
year of this update. It also shows each State’s per capita receipts relative to the standard.
Figure 2-1 shows these per capita receipts for the most recent financial year.

See Attachment C for details of these different methods of treatment.
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Chapter 2

Table 2-3 SPECIFIC PURPOSE PAYMENTS TREATED BY INCLUSION — PER CAPITA
STANDARD AND STATES’ RELATIVE RECEIPTS 1997-98 TO 2001-02
Standard Per Per Capita Receipts Relative to Standard(@)
Year Capita
Receipts NSW Vic Qld WA SA Tas ACT NT
$pc
1997-98 329.84 09233 09339 0.9333 1.4026 1.0148 1.0377 1.0594 2.2279
1998-99 35330 09519 09468 0.9431 1.2695 1.0106 1.0200 1.0577 2.1169
1999-2000 38099 09125 09305 09352 14509 1.0131 1.0423 1.0204 2.2089
2000-01 42398 09028 09180 0.9221 1.6026 1.0036 0.9805 1.0198  1.8470
2001-02 451.70 09142 09264 0.9466 1.4666 09987 09881 1.0181  2.1492
(a) Calculated as the State’s per capita receipts divided by standard per capita receipts.
Figure 2-1 STATES’ RELATIVE RECEIPT OF SPECIFIC PURPOSE PAYMENTS
TREATED BY INCLUSION, 2001-02
250 -
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150 -
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Table 2-4 TREATMENT OF COMMONWEALTH REVENUE PAYMENTS(®)

Payment Year Payments Made Treatment
97-98 98-99 99-00 00-01 01-02

GENERAL REVENUE FUNDS - RECURRENT PURPOSES

Financial Assistance Grants X X X X x  Absorption
Special Revenue Assistance X X X X x  Absorption

SPECIFIC PURPOSE PAYMENTS - RECURRENT PURPOSES

Public Order and Safety
Legal Aid X X X X x  State matters —
Inclusion;
Commonwealth
matters — Out of
Scope*
Confiscated Assets Trust Fund X State revenue
Gun Buyback Scheme X X Exclusion
Film and Literature Classification X X X X x  Exclusion
Human Rights Co-operative Payment X X Exclusion
Commonwealth Heads of Government
Meeting — payment to Queensland police X x  Exclusion
Education
Advanced English for Migrants Program X X X X Inclusion
Government Schools X X X X x  Inclusion
Non-Government Schools() X X X X X Inclusion
Vocational Education and Training(¢) X X X x  Inclusion
Targeted Programs Government Schools X X X X x  Inclusion
Targeted Programs Non-Government
Schools(®) X X X X x  Inclusion
Indigenous Education Strategic Initiatives
Program - Government X X X X x  Inclusion
Indigenous Education Strategic Initiatives
Program — Non-Government(P) X X X X X Inclusion
Health
Asbestos Removal Assistance X Exclusion
Health Program Grants X X X X x  Exclusion
Youth Health Services X X X X x  Inclusion
Health Care Grants X X x  Mental Health and
Critical and Urgent
Treatment Waiting List
Initiative — Exclusion;
others — Absorption*
Health Care Grants/Base Medicare X X Absorption and

backcast*
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Table 2-4 TREATMENT OF COMMONWEALTH REVENUE PAYMENTS()
(continued)
Payment Year Payments Made Treatment
97-98 98-99 99-00 00-01 01-02
Health (cont’d)
Other Medicare X X Mental Health and
Critical and Urgent
Treatment Waiting List
Initiative — Exclusion;
others — Absorption.
Backcast to all years.*
Medicare Related Payments X X Absorption and
backcast*
National Health Development Fund X X x  Exclusion*
Magnetic Resonance Imaging X X Inclusion
Repatriation General Hospitals X X X X x  Exclusion
Blood Transfusion Services X X X X x  Inclusion
Transfer of Pathology Laboratory X X Absorption and
backcast.*
Artificial Limbs Scheme X Absorption and
backcast*
Australian Bone Marrow Donor Registry X Absorption and
backcast*
Medical Specialty Centres X Absorption and
backcast*
Highly Specialised Drugs X X X X x  Exclusion
National Public Health X X X X x  Inclusion
Fringe Benefit Tax transitional grants for
public and not-for-profit hospitals X x  Exclusion*
Essential Vaccines X X X X x  Inclusion
University Departments of Rural Health X X Out of Scope
John Flynn Medical Student Scholarships X Out of Scope
National Youth Suicide Strategy X X Exclusion
Social Security and Welfare
Aged Care Assessment X X X X x  Inclusion
Home and Community Care X X X X x  Inclusion
Disabilities Services X X X X x  Inclusion
Children's Services X X X X x  Exclusion
Supported Accommodation Assistance X X X X x  Inclusion
Unaccompanied Humanitarian Minors X X X X x  Exclusion
Exceptional Circumstances (EC)
Administration X X X Exclusion
Extension of Fringe Benefits X X X X x  Inclusion
Rural Domestic Violence - Referral X Exclusion
Victorian Gas Emergency Assistance Fund X Exclusion
National Illicit Drugs Strategy X x  Inclusion
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Table 2-4 TREATMENT OF COMMONWEALTH REVENUE PAYMENTS()
(continued)
Payment Year Payments Made Treatment
97-98 98-99 99-00 00-01 01-02

Housing and Community Amenities
Assistance for Housing X X X X x  Inclusion
National Landcare - Urban Water X Exclusion
Assistance for Water and Sewerage X X X X x  Exclusion
Environmental Restoration X Exclusion
Remote Sensing of Landcover X Exclusion
Newcastle Assistance Package® X Exclusion
Tasmanian Regional Forest Agreement X X X Out of Scope
Natural Heritage Trust of Australia (NHTA)

— National Vegetation Initiative X Exclusion*
NHTA — Bushcare X X X x  Exclusion*
NHTA — Coasts and Clean Seas Initiative X X X X x  Exclusion*
NHTA — National Rivercare Program X X X X x  Exclusion*
NHTA — Endangered Species Program X X X x  Exclusion*
NHTA — National Feral Animal Control X X X x  Exclusion*
NHTA — Air Pollution in Major Cities X X X x  Exclusion*
Oceans Policy X x  Exclusion
Newcastle Structural Adjustment Fund X Exclusion

Recreation and Culture
NHTA — National Wetlands Program X X X X x  Exclusion*
NHTA — National Reserve System X X X X x  Exclusion*
NHTA — World Heritage Area Management

and Upkeep X X X X x  Exclusion*
Management of World Heritage Properties X X X X x  Exclusion
Upgrade Tasmanian Sporting Facilities X Exclusion
Inveresk Woodchopping Stadium X Exclusion
Payments to the Sydney Organising

Committee for the Olympic Games

(SOCOQG) for games related services X X Exclusion
Contemporary Music Package — State Pilots X X X Exclusion
Brisbane Goodwill Games 2001 X Exclusion

Agriculture, Forestry and Fishing

NHTA — National Weeds Program X X X x  Exclusion*
NHTA — National Landcare Program X X X X x  Exclusion*
NHTA — Farm Forestry Program X X X X x  Exclusion*
NHTA — Murray Darling 2001 X X X x  Exclusion*
NHTA — National River Health Program X X X x  Exclusion*
NHTA — Waterwatch Australia X X X x  Exclusion*
NHTA — Waste Management Awareness X X x  Exclusion*
NHTA - Fisheries Action Program X X X Exclusion*
NHTA — National Land and Water

Resources Audit X Exclusion*
NHTA - FarmBis — Advanced Property

Management Planning X X X Exclusion*

NHTA - Riverworks Tasmania

x  Exclusion*
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Table 2-4 TREATMENT OF COMMONWEALTH REVENUE PAYMENTS()
(continued)
Payment Year Payments Made Treatment
97-98 98-99 99-00 00-01 01-02
Agriculture, Forestry and Fishing (cont’d)
Tasmanian Wheat Freight Subsidy X X x  Out of Scope
Bovine Brucellosis and Tuberculosis
Eradication X Inclusion
Plant Disease and Eradication X X x  Exclusion
Sustainable Forest Management (Forestry
Development) X Exclusion
National Landcare Program X X x  Exclusion
Farm Business Improvement Program
(Farmbis) X x  Exclusion
Rural Adjustment Scheme X X x  Exclusion
Great Artesian Basin Sustainability Initiative X Exclusion
Citrus Industry Market Diversification X Exclusion
Forest Industry Structural Adjustment
Package X x  Out of Scope
National Forest Policy X Out of Scope
West 2000 Plus X x  Exclusion
War Service Land Settlement Scheme X x  Out of Scope
Farm Assistance X x  Inclusion
Queensland Trawling Industry Restructure
Package X Exclusion
Eradication of Red Imported Fire Ant x  Exclusion
Skilling Farmers for the Future x  Inclusion
Exotic Diseases Preparedness x  Exclusion
Mining and Mineral Resources, other than
Fuels; Manufacturing and Construction
Regional Minerals Program X Exclusion
Enterprise Development Program X X Exclusion
Auslndustry Enterprise Networking X Exclusion
Technology Support Centres Program X Exclusion
Textile, Clothing and Footwear Enterprise
Development Program(b) X Exclusion
National Business Information Service x  Exclusion
Transport and Communication
Interstate Road Transport X X x  State revenue
Compensation Payments in respect of the
Bass Strait Passenger Services X Exclusion
AN — Payments for Regional Assistance(P) X Exclusion
Petroleum Products Freight Subsidy
Scheme(®) X X Exclusion
Roads to Recovery — Unincorporated Areas Exclusion*
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Table 2-4 TREATMENT OF COMMONWEALTH REVENUE PAYMENTS()
(continued)
Payment Year Payments Made Treatment
97-98 98-99 99-00 00-01 01-02
Other Economic Affairs
Access Training X Inclusion
Training for Aboriginals X X Inclusion
Other Purposes
Debt Redemption Assistance X X X X x  Interest Costs —
Inclusion; Contribution
to Sinking Fund — Out
of Scope
Financial Assistance - Local Government(b)
- General Assistance X X X X x  Out of Scope
- Identified Local Roads X X X X x  Out of Scope
Compensation - Companies Regulation X X X X x  Out of Scope*
Natural Disaster Relief X X X X x  Exclusion
Natural Disaster Risk Management x  Exclusion
Studies(®)
Exmouth Cyclone Relief X Out of Scope
Royalties
- Payment to NT X X X X x  Inclusion
- Payment to WA X X X X x  Payment under Section
130 of the Petroleum
(Submerged Lands) Act
1967 — Exclusion; other
components - Inclusion
ACT National Capital Influences X X X X x  Out of Scope
SPECIFIC PURPOSE PAYMENTS - CAPITAL PURPOSES
Grants under the Commonwealth-State Inclusion of a standard
Housing Agreement X X X X x  proportion for all States
Home and Community Care X X X X x  Inclusion
Social Housing Subsidy Program X X X X x  Inclusion
National Estate Grants Program X Inclusion
Queensland Sugar Coast Environment
Rescue Package X X X Inclusion
Federal Flood Mitigation X X x  Inclusion
Building IT Strengths — Tasmania
‘Intelligent Island’ X Exclusion*
Connecting Tasmanian schools X Exclusion*
Additional First Home Owners Scheme x  Exclusion*
Other Items X X X X x  Out of Scope
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Table 2-4 TREATMENT OF COMMONWEALTH REVENUE PAYMENTS()
(continued)

Payment Year Payments Made Treatment
97-98 98-99 99-00 00-01 01-02

COMMONWEALTH DIRECT PROVISION OR SUBSIDY OF STATE TYPE SERVICES (NOTIONAL SPPs)

Payments by the Aboriginal and Torres
Strait Islander Commission (ATSIC) for

Aboriginal purposes
- Capital X X X X x  Out of Scope
- Recurrent X X X X x  Inclusion for payments

to State; Partial
Inclusion for payments
to service providers.
Payments by the Torres Strait Regional
Authority (TSRA) for Aboriginal purposes
- Capital X X X X x  Out of Scope
- Recurrent X X X X x  Inclusion for payments
to State; Partial
Inclusion for payments
to service providers.
Payments by Department of Health for
Aboriginal health purposes X X X X x  Inclusion
Payments by the Australian National
Training Authority (ANTA) for vocational
education and training'
Payments by Australian Emergency
Management Institute for emergency
services X X X X x  Inclusion

X Inclusion

(a) Including notional SPPs.

(b) Payments through the States.

() Since 1998-99, these payments are shown as SPPs in Commonwealth Budget Papers.

* Method adopted as required by the terms of reference.

Source: Commonwealth Department of Finance; Commonwealth Final Budget Outcome reports for each year.

28



Standard Budget for FAG Relativities

STANDARD BUDGET

28. The standard budget used to calculate the FAG relativities are summarised in
Tables 2-5 to 2-64. The changes to the FAG standard budget required to compile a standard
budget for the GST relativities are summarised in Chapter 6.

Tables 2-5 to 2-14  Standard Budget Summary
Tables 2-15 to 2-24 Other Commonwealth Revenue Payments
Tables 2-25 to 2-34 State Own-source Revenue

Tables 2-35 to 2-44 Social and Community Services Expenditure/Estimated
Expenses

Tables 2-45 to 2-54 Administrative and Economic Services
Expenditure/Estimated Expenses

Tables 2-55 to 2-64 User Charges

29. Amounts in the tables have been rounded to the nearest $1000 in total and one
cent per capita. Any discrepancies between totals and sums of components are due to
rounding.
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Standard Budget for the FAG Relativities
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Standard Budget for the FAG Relativities
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Standard Budget for the FAG Relativities

$1-7 91qeL MO[[0] 9[qe)} SIY} O} $9}0U00, :9JON

(sosuadxH pajewnisy [810 ], SSI[ oNUAAIY [BI0])

I191vI- 6C'8¢8- L6969~ YT 688~ Y9665~ ILLST € 19T L6'V9- Iy 1€T- )nsay 103png
S6'9CE0l  €Tve8Y 6L969% L9'8S6Y SO'6ELY 66'918¢ €8°€66¢ 85°0CIY 0L 0¥Th sosuodxy pajewinisy [e10L
G8°G8T 19°96¢ 6¢vee 9Iv'6LE 8991¢ 9¥°86¢ $8'98¢C St'08¢ 1Tyee sagey) 105() 1SS
Y0 L9TY 90°C50¢ LT'TE61 89°8661 656191 L9CIE] 81°CEST 6€ 8911 8570951 SOOIAISG STWOUOSY pUL SANBNSIUIUPY
9L S¥¥9 8L'860¢ 10°00T¢€ oY ecee ST9eve 8LT6LT 05°889¢ €9°7¢0¢ w€ero0e SOJIAIRS AJUNWIIO)) PUE [B100S
sosuadxy pajewrsy
€8°0168 €6°5S01 8°666¢ ' 690Y €Ty 0L¥00% 0SCLY9E 19°650% 8T°600¥ ONUIAY [BI0L
v$96TC 66°1C¢C 679991 89°1¢€CC 80°0¥¥C L0EYT PSELTT €0°579¢C 6¥"0Tve ONUIAY 9DINOS-UM() eI
12802 SL'88¢ 60°L6€ L6°G8¢€ 8LCSS 1€9¢¢ B %23 SO'LYE 66°08¢€ SJuWIAE SNUIASY [I[EAMUOWILIO)) 110
SLTI8S 6lsrel ycocel LL TSV LL6YI 99°L1CI I y10l1 €6°7801 18°L0TI SOUBJSISSY SNUIAIY [BIUSD) [BI0],
- SPBOY 9JelS PalU] - SpUnj peoy paynusp]
- sanua)) AJferoads [eOIpoI
- Ans139y] Jouo( MOLIRA duog
h SWRYIS SqUIT [BIOYTY
- souojeroqe] A3ojoyred
- syuowAed e[y AIBdIPOIA
- 21BOIPAIN JOUI0
€v'8Ce 10°Cee CclI'eLe 0rcee L6°L6T ¥5°66C 96°86¢C 713 16°'10€ (q) syue1n are) Yieaq
- 6¥'6C - - - - - 610 90UB)SISSY ONUOADY [e102dg
[422'145 69°¢801 CI'y991 LY6ITIT 08158 ¢I'8l6 06°SYL 8C8LL w's06 SHIBID) 90UBISISSY [eIouBUl]
O0UBJSISSY ONUIAY [eIOUD)
$ $ $ $ g g g g g
IN 1OV SeL VS VM PIO JIA MSN piepuelg W

0002-6661 ‘VLIdVO ddd ‘(B)AIVININNS ‘LDANTd AIVANVLS 01-T dlq8L

35



Chapter 2

$1-7 91qeL MO[[0] 9[qe)} SIY} O} $9}0U00, :9JON

Y6£°88¢C- LYL'LS¢E- Lyy eve- 9181091~ 8TECIS- 0¥9°0LET-  9ILCEVI-  $95°€99- (sosuadxy pajewnisy [e10 ], SSI] ANUGAY [EJO]) I[NSAY 193png
SITYOIC VoI OVLT  SSSYSET  SIV'TC8L  6LV'L8C6  TLOLITST ITI'EP86T  PIL'ICLLT sosuodxy pajewnsy [e10L
605 Sy £8¢€°8Y1 0C€TELT SIL'LT9 8€T°609 IvS6EIT  VIOIBIT  8E9'86SC sag1ey) 105() 18S9
¢s0'0v8 Y65 1L8 Y6L’L06 6€v'600€  €S0°69vE  LECLIBS  BEBILTL  88C90S6 SIJIAISS OIOUOIH puL SANBNSIUIWDPY
695°60€l  €86°9101 1686191  T69°0¢vS  V99°LTY9  LLT6ESOT  868°CSLET  VITVI80CT SIIAIAS A)IUNWIWO)) PUE [e100S
sosuadxy pajewrsy
ITLSI8T  LyyC8EL  801°SO00C  009°0TC9  ISI'SLLY  TEPIP8EL SOV OIV8I  661°8S0LC ONUIAY IO,
rs 19y STOV8L LY0"8¥8 LOL8YTE  OILP8CS  €8I'¥98L  SLY'TLEIT  0S8'LITLI SNUSAIY DIN0S-UMQ 18IS
9YSSSl L90°8¢ET 8€961 88°C9 89L°98CT  TCS8OVI  88C'S981 R A A8Y4 SIUAUWALJ ANUIANY IESMUOWWO)) JYO
ye9'8611  SSL6SY 6L9°096 [S6'8CEC  €L9°€0TC  8TLELSY  €V9CLIS  8069TEL 9OUBJSISSY INUSAIY [BI9USD) [BI0L
SPEOY 9JBIS PaNU[] - SpUnj peoy paynusp]
sanua)) Ayeroadg [eorpay
Ans139y] J0uo( MOLIRA duog
SWBYDS SqUIIT [eIOYIIY
sorioje1oqe] A3ojoyied
sjuow e Poje[oy SILdIPIIN
QIRDIPAN JOUIO
7€9'89 SS8'LL 6L5°9¢1 189°0¢€¢ €LY 08¢ 8CO'SYII ev8CIST  80LTOIT (q) syue1D 18 YIESH
- 001°01 - - - - - - Q0UB)SISSY ONUIADY [e1oadg
000°0€TT  008°ILE 001°vC8 00€'86LT  00T°€C9T  00L°8CYE  008°659¢  00TVCTS SjueI) 9JUB)SISSY [eIOUBUL]
O0UBJSISSY ONUIAY [eIOUD)
wg wg wg wg wg wg wg wg
IN LoV seL VS VM PIO AA MSN o

10-0002 ‘(B) AAVININAS ‘1ADANd AIVANVLS T1-731qeL

36



Standard Budget for the FAG Relativities
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Standard Budget for the FAG Relativities
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Standard Budget for the FAG Relativities
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Standard Budget for the FAG Relativities
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Standard Budget for the FAG Relativities
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b~ 9]qeL MO[[O 9]} SIY} 0} SOJOUI00,] :9I0N

OL'SPP9  8L°860€  10°001€  9Y'6EEE  SI9LKE  8LTO6LT  0S'SS9T  €9°TEOE  TE'POOE $OOIAIOG AJUNUWIWIO) PUE [EID0S [E10],
CIWATS 0zl L8'9 SL'TT pSEl ST 96’1 $8°6 $901A10 AjIununuo)) [ewdoqy
98°637 o'III LLLST 08°691 956 9€'SL 1€°L9 80°S€1 18°601 UONBAIOdY PUE I[N [E10],
68°€91 0L91 08'8S 10+1 1SH1 9L'1€ 80°€C £6'€S 8'se SIOIAIOS JIPIIA PUE S3Ied [FUONEN
L6'STE £6'76 L6°86 6L'SSI 90°08 65°ch €T P SIS 00°bL UONEBAIOAY puE AIMIND
UONBaINdY puE 2IM N
8L'S81 £6'v€ 99°0% 66'8S1 L60P1 £0'991 06'vb 857201 901 SJuoWAeJ JOYIQ) PUE SUOISSIOUO)) [EI0],
80'F 69°01 78°8¢ L¥'€l 61°CE 6871 9L°01 86°L1 (2) suoIsS20U0D) 1YIO
EL'Y6 S0’ £L'8 1L€h €512 £9'1¢ £8°91 96°€1 s°61 sosdiojug Surpe1], WO
- 90°€ . - P1°91 ¥T'8C 8T €L'8T 0E'LT yodsue ], 105usssed uBQI-UON
8L°0 . £€°0 260 0T 15°€T 669 L6'8T 0791 WS
S6'LY $8°61 10°0 0S+9 2099 £8'8 150 18°€1 08'81 oSe1omag pue A1ddng 1orem
vT'8¢€ 8601 68°0¢ 1011 LL'TT £€9'1S $8'C 9L'9 $9°91 seD pue A1oL3[g
sjuowAed J9YI0 PUE SUOISSIOUO))
9T vTh 1L'9%T Svvee 65°26C 89°0C€ 1€l 9€°80€ ST6IE £5°L8T QTBJIOM TEIOL
LLTE LL'T bL0€ 9%'8¢ 80°6€ 8°€S 58T PLYC £9°7€ QIBJ[D M 1O
68 £1'0L VL6 T+'T81 09°0¥1 $8'8Y ErpST 1LL8T L6'SPI oTej[o M PIIqesi pue paSy
Vst 0T6€1 £5'99 619 6716 66'8€ 79801 1118 L1T08 arejjo A\ PITYD Pue A[iueg
P I€C 19°'t€ SL'6T 6L61 156 At LLOT 89°ST 9L°8T 1ou - Sursnoy
¥C99T-  90°6v1- 896 T7SEl-  S69 e ST'LS €99~ 1169 saSrey) 1980 559
8€°L6E 89°€81 £r'Tel 0T'SS1 98'811 LY'LL 6L £0'T6 L8'L6 Suisnoy
QIBJIOM
$ $ $ $ $ $ $ $ $
IN 1oV sel. VS VM PIO A MSN piepueis wo

(ponunuoo) 000Z-6661 VIIAVD ¥dd (8) SASNAIXH AALVINLLSA SHOIAYAS ALINNNINOD ANV TVIDOS 0b-T31qeL

87



Chapter 2

b~ 9]qe L MO[[O] 9[q.} SIY} 0} SAJOUI00,] 910N

0LS°L0T €26' 111 169161 077989 SS8'106 €T8PEPT  669°6LLT  S6E9VLT Kyayeg o1jqng pue IopIQ ‘MeT [eI0
Yov'LT 061°€C 6¥T 1€ 9T1'811 €50°501 9LT°€ET SSLEVT LLS'TLE (p) seo1A10g AoudSiowy pue Kjojes d1qnd
LOT'SY 80t'1¢C 006°L1 ¥06°L6 9€ESHI 6L1'THT TIv681 0EL'19% SOIIAIOS QAL
$90'8€¢ €TLTE 9rT € 67691 676'9TC LLY'8LT €€L°09¢€ $¥9'98¢ 201snf JO UOHRNSIUILIPY
££8'96 109°'+9 $6T°601 197°50€ LES VT 06L'089 66L'S86 €P STel eo1j0d

\@ow.mm UEDBQ Ucw HOUHO hkﬁw‘.—

001°9Tt 06L°T1¢€ 10€°€6% 816°S081  L6STOIT  €EVLSEE  00E€9LYY 0607599 UJ[edH B0
9T 6% 06L°09 991°1€¢ 660°001 LET'S6 SE0°L9T 0ST18C 0S1°€6C W[edH d1qnd
9LL'161 #8608 8I8°THl 0TI'8SH 129°€¥9 EYSEI6 16v°80% 6TSY6El [eoH Ayunuuo))
61€91 ¥29°9C 06L°S¥ S1€901 1297291 LLS'STT 1S6'L8Y 695t e [BIUN
000'C - 8CT'9 69L'€€ 609°€€ 66%'9C 08€'6S v6S'LL (o) sewoy Suismn
€vL'991 T6€°Erl 10€°L9T vI9LOIT  09%'9911  08L'YTOT  8TT6ETLE  vLS'IEhY (q) spendsoy

esy

€v8'€8¢ v$8°9¢h €TT179 9LTT961  LTETSET  vvELETY  €TO'I8IS  TTI'OSSL uoneInpy [0
89t 06€°LT €98'1C 981'IL SE9'TILI [VARS A 9TS0€T UAIP[IYD) [00YDS [eIny Jo podsuer,
0€6'8 vSTYI e - - 19¢'C 0LS’S - uoneanpy I0YSIH
1STH8 861°69 LST'06 TT6'719¢ 8L6'9€€ €0t'€09 €LL'66S ¥89°0vEl Surure1] pue UOHEINPH [EUOLBIOA
8¥1°LS 878°L6 0€6°LL ¥60°8LT ¥98°9Tt TEY'LLS PSE'8SIT  LESPHSI uonEINpH S[00YIS JUSUIUIOAOT-UON
806°S1T €9L°S¥T 08%°LOY [SS'EEET  #SOPOPT  660'1€ST  €TES0TE  89L'6IEY UonBINPH S[00YOS JUSWUIOAOL)
6€1°El 16L°6 YLLYI 9¥8°59 vrTes SITIII 7€8°€9 90 V1T uoneINpg [00Yds-a1d

uoneonpy

wg wg wg wg wg wg wg wg
IN LoV SeL VS VM PIO OTA MSN wo)

10-000¢ ‘(8) SASNAdXA AALVINLLST SAOIAYAS ALINNNINOD ANV TVIDOS 1+-T31qeL

88



Standard Budget for the FAG Relativities
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	CHAPTER 2
	STANDARD BUDGET FOR THE FAG RELATIVITIES

	This chapter provides information on the standard budget used in calculating the FAG relativities.  Details of the differences between this budget and the one used to calculate the GST relativities are given in Chapter 6.
	The following sections cover:
	
	
	COVERAGE OF THE STANDARD BUDGET



	For this update, the standard budget covers the same range of revenue sources and services as the 1999 Review.
	The standard budget covers all services that are provided by the States, and all income sources.  Services provided by the Commonwealth or local government are excluded.  For State services, the standard budget covers all operating transactions of the ge
	
	
	HOW THE STANDARD BUDGET WAS COMPILED



	Commonwealth revenue payments.  For all years, Commonwealth revenue payments have been based on data from Commonwealth budget papers, outcome statements and responses by Commonwealth departments and agencies to Commission requests for information.
	Adjustments were made to include the same range of Commonwealth revenue payments and each payment was treated by the methods used in the 1999 Review.  These were:
	Categories estimated or calculated in all years.  The depreciation standard is estimated for all years.  A portion of the superannuation standard for 1998-99 to 2001-02 is also estimated (see later).
	Collapse of HIH Group of Companies.  Based on information provided by the States in this update, the Commission decided not to assess any differential needs (that is, it applied the equal per capita (EPC) method) for the impact of the collapse of the
	Other State revenue and expenditure.  For 1997-98, the standard budget was compiled using State revenue and cash based expenditure data from the Government Finance Statistics (GFS) collection provided by the ABS, supplemented by information the Commiss
	For 1998-99, revenue data were obtained from State budget documents supplemented by accruals data from the GFS collection provided by the ABS.  Revenue data for 1999-2000 to 2001-02 were provided by the States.
	For 1998-99 to 2000-01, expenses and user charges were compiled using State expenses and user charges accrual based data from the GFS� collection provided by the ABS, supplemented by information collected from the States.  1998-99 was the first year of a
	As data on expenses and user charges for 2001-02 
	The superannuation standard for 1997-98 was based
	Table 2-1 sets out each State’s unfunded superann
	Data obtained from the ABS GFS collection for use in the 2003 Update contained large revisions to superannuation expenses in Victoria for 1998-99 and Queensland for 1999-2000.  The revisions were made by ABS to adjust a misclassification in the Victorian
	
	
	
	Working with 1998-99 to 2001-02 Accrual Data




	In the 2001 Update, the Commission noted that there were large increases in data on expenses and user charges between 1997-98 and 1998-99.  This growth continued in 1999-2000, but at a lower rate.  Accrual reporting from 1998-99 has influenced data becau
	Comparisons of the accrual data for 1998-99 and 1999-2000 with the cash based data for earlier years also suggested deficiencies in the detailed purpose classifications attached to some transactions.  There were examples where expenses (or user charges
	Because of these problems, the Commission was unable to use GFS data as it was received from the ABS.  As a result, in preparing the standard budget for the 2002 Update, it adjusted the data for 1998-99 and 1999-2000 to minimise the impact of the distort
	Similar adjustments were made for the 2003 Update.
	
	
	
	Data Requests




	As in the past, State Treasuries and Commonwealth agencies were asked progressively (from mid-August 2002) to provide information not available in published documents or outputs from their ledger systems.  Where provided, the State data have been used 
	Commonwealth data, relating primarily to the level of SPPs and Commonwealth own purpose outlays which the Commission treats as though they were SPPs, were provided by the:
	
	
	TREATMENT OF COMMONWEALTH REVENUE PAYMENTS
	General Revenue Grants




	The FAG pool for each year is based on the histor
	The range of other payments includes grants similar in nature to the general revenue grants and grants for programs transferred from the Commonwealth to the States between the beginning of the assessment period and 2001-02.  They are shown in the Commiss
	
	
	
	Other Commonwealth Revenue Payments




	These comprise direct or indirect payments to the States in the form of:
	The terms of reference can direct the Commission to treat a payment in a particular way.  The terms of reference for the 1999 Review and subsequent inquiries prescribed treatments for some payments, these are marked with an asterisk in Table 2-4.
	Table 2-2 shows the total amounts of Commonwealth
	Table 2-3 shows the per capita standard for SPPs 
	
	
	STANDARD BUDGET



	The standard budget used to calculate the FAG relativities are summarised in Tables 2-5 to 2-64.  The changes to the FAG standard budget required to compile a standard budget for the GST relativities are summarised in Chapter 6.
	Amounts in the tables have been rounded to the nearest $1000 in total and one cent per capita.  Any discrepancies between totals and sums of components are due to rounding.
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	FOOTNOTES TO TABLES 2-15 TO 2-24
	FOOTNOTES TO TABLES 2-25 TO 2-34
	FOOTNOTES TO TABLES 2-35 TO 2-44
	FOOTNOTES TO TABLES 2-45 TO 2-54
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