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FOREWORD 
Budget Paper No. 3, Australia’s Federal Relations 2010-11, is one of a series of Budget 
Papers that provides information to supplement the Budget Speech. A full list of the 
series is printed on the inside cover of this paper. 

This Budget Paper presents information on the Commonwealth’s financial relations 
with State, Territory and local governments. This includes an overview of the new 
framework for federal financial relations and its role in assisting the Council of 
Australian Governments to respond to the global recession and drive longer-term 
reforms, as well as information on payments to the States and analysis of fiscal 
developments in the public sector. 

Notes 
This paper uses the following style conventions. 

The Australian Capital Territory and the Northern Territory of Australia are referred 
to as ‘the Territories’. References to the ‘States’ or ‘each State’ include the State 
governments and Territory governments. 

The State and local government sector is denoted as the ‘State/local sector’. References 
to the ‘State/local sector’ include the Territory governments unless otherwise stated. 

Local governments are instrumentalities of State governments. Consequently, 
payments made to the State government sector include payments made to the local 
government sector unless otherwise specified. 

‘Budget year’ refers to 2010-11, while the ‘forward years’ refer to 2011-12, 2012-13 and 
2013-14. 

Figures in tables and the text have generally been rounded. Discrepancies in tables 
between totals and sums of components reflect rounding unless otherwise noted. 
Percentage changes in tables are based on the underlying unrounded amounts. 

One billion is equal to one thousand million. 

Estimates of $100,000 and over are generally rounded to the nearest tenth of a million. 

Estimates midway between rounding points are rounded up. 
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Tables use the following notations: 

na not applicable 

0  zero 

-  nil 

*  unquantifiable  

..  not zero, but rounded to zero 

~  allocation not yet determined 

$m millions of dollars 

$b billions of dollars 

The following abbreviations are used, where appropriate: 

NSW New South Wales 

VIC Victoria 

QLD Queensland 

WA Western Australia 

SA South Australia 

TAS Tasmania 

ACT Australian Capital Territory 

NT Northern Territory 

BBA Budget balancing assistance 

GMA Guaranteed minimum amount 

GST Goods and services tax 

The term ‘Commonwealth’ refers to the Commonwealth of Australia. The term is used 
when referring to the legal entity of the Commonwealth of Australia. 

The term ‘Australian Government’ is used when referring to the Government of, and 
the decisions and activities made by the Government on behalf of, the Commonwealth 
of Australia. 



 

v 

CONTENTS 

 

Foreword ....................................................................................................................... iii 

Executive Summary ...................................................................................................... 1 

Part 1: Australia’s Federal Relations .......................................................................... 3 
Overview ......................................................................................................................... 3 
The framework for federal financial relations .................................................................. 7 
Supporting economic recovery......................................................................................10 
Progress of the COAG reform agenda..........................................................................12 
Major Government reform and new developments.......................................................13 
Estimates of payments to the States.............................................................................17 

Part 2: Payments for Specific Purposes...................................................................21 
Overview of payments...................................................................................................21 
Health ............................................................................................................................28 
Education ......................................................................................................................57 
Skills and workforce development.................................................................................69 
Community services......................................................................................................74 
Affordable housing ........................................................................................................80 
Infrastructure .................................................................................................................85 
Environment ..................................................................................................................94 
Contingent payments ....................................................................................................99 
Other national partnership payments..........................................................................101 
Local government services .........................................................................................109 

Part 3: GST and General Revenue Assistance.......................................................111 
Overview of payments.................................................................................................111 
GST payments ............................................................................................................112 
Other general revenue assistance ..............................................................................122 
Mirror tax arrangements..............................................................................................126 

Part 4: Debt Transactions.........................................................................................129 



 

vi 

Part 5: Developments in the Consolidated Non-financial Public Sector.............141 
Introduction..................................................................................................................142 
Overview .....................................................................................................................142 
State general government sector net operating balance ............................................143 
Fiscal balance .............................................................................................................146 
Cash balance ..............................................................................................................147 
Infrastructure investment.............................................................................................153 
Net debt.......................................................................................................................155 
Net financial worth.......................................................................................................158 
Net worth .....................................................................................................................158 
Net interest payments .................................................................................................159 
Australian Government Guarantee of State and Territory Borrowing .........................160 
The Australian Loan Council .......................................................................................162 

Part 6: Accountabilities under the Federal Financial Relations 
Framework .................................................................................................................165 
Overview .....................................................................................................................165 
Commonwealth accountabilities..................................................................................166 
Performance reporting framework...............................................................................172 

Appendices 
Appendix A: Parameters and Further Information ......................................................177 
Appendix B: Total Payments to the States by GFS Function .....................................183 
Appendix C: Guaranteed Minimum Amount and Budget Balancing Assistance ........189 
Appendix D: Supplementary Tables............................................................................197 
  



 

vii 

LIST OF TABLES 

Table 1.1:  Commonwealth payments to the States...................................................18 
Table 1.2:  Total payments to the States....................................................................20 
Table 2.1:  Total payments for specific purposes, 2009-10 to 2013-14 .....................25 
Table 2.2:  Payments to the States to support health services ..................................30 
Table 2.3:  Payments to support state education services.........................................57 
Table 2.4:  Payments to support state skills and workforce development 

services.....................................................................................................69 
Table 2.5:  Payments to support state community services .......................................74 
Table 2.6:  Payments to support state affordable housing services...........................80 
Table 2.7:  Payments to support state infrastructure services ...................................86 
Table 2.8:  Payments to support state environmental services..................................94 
Table 2.9:  Contingent payments to the States ..........................................................99 
Table 2.10:  Payments to support other state services ..............................................101 
Table 2.11:  Payments to support local government ..................................................109 
Table 3.1:  GST payments and general revenue assistance by State .....................111 
Table 3.2:  GST payments and general revenue assistance ...................................112 
Table 3.3:  Reconciliation of GST revenue estimates ..............................................113 
Table 3.4:  Policy decisions since MYEFO that affect GST revenue .......................114 
Table 3.5:  GST revenue and GST payments to the States.....................................116 
Table 3.6:  GST relativities .......................................................................................119 
Table 3.7:  Distribution of the GST pool ...................................................................119 
Table 3.8:  Reconciliation of the GST administration budget ...................................122 
Table 3.9:  GST administration budget.....................................................................122 
Table 3.10:  Guaranteed minimum amount, GST payments, budget 

balancing assistance, and residual adjustment......................................123 
Table 3.11:  ACT municipal services ..........................................................................125 
Table 3.12:  Reduced royalties ...................................................................................125 
Table 3.13:  Taxation compensation in respect of Snowy Hydro Limited...................125 
Table 3.14:  GST compensation for small business concession................................126 
Table 3.15:  Mirror taxes accrued on behalf of the States..........................................127 
Table 4.1:  Summary of advances, interest and repayments ...................................129 
Table 4.2:  Commonwealth-State Housing Agreement loans ..................................130 
Table 4.3:  Loan Council — housing nominations ....................................................131 
Table 4.4:  Housing for service personnel ................................................................132 
Table 4.5:  War Service Land Settlement Scheme...................................................133 
Table 4.6:  Other housing loans................................................................................134 



 

viii 

List of tables (continued) 
Table 4.7:  Sewerage loans ......................................................................................135 
Table 4.8:  Northern Territory — water and sewerage loans ...................................136 
Table 4.9:  Natural disaster relief..............................................................................137 
Table 4.10:  Railway project loans..............................................................................138 
Table 4.11:  Australian Capital Territory loans ...........................................................139 
Table 4.12:  Loan to NSW to assist beneficiaries of the Asbestos Injuries 

Compensation Fund ...............................................................................140 
Table 5.1:  Australian Government Guarantee of State and Territory 

Borrowing fee structure...........................................................................162 
Table 5.2:  Australian Government Guarantee of State and Territory 

Borrowing fee revenue............................................................................162 
Table 5.3:  Loan Council Allocation nominations for 2010-11 ..................................164 
Table 6.1:  Commonwealth policy and payments accountability 

arrangements..........................................................................................167 
Table 6.2:  Commonwealth reporting accountabilities..............................................171 
Table 6.3:  Accountabilities for determining benchmark achievements ...................176 
 



 

ix 

LIST OF CHARTS 

 

Chart 2.1: Composition of payments for specific purposes.......................................22 
Chart 3.1: State shares of GST payments, 2010-11 ...............................................117 
Chart 5.1: State general government sector net operating balance........................145 
Chart 5.2: Consolidated fiscal balance by sector ....................................................147 
Chart 5.3: Consolidated cash balance by sector.....................................................149 
Chart 5.4: Cash balance by sector and level of government ..................................150 
Chart 5.5: General government sector receipts and payments by level of 

government.............................................................................................152 
Chart 5.6: Consolidated net debt by sector .............................................................156 
Chart 5.7: Net debt by sector and level of government...........................................157 
Chart 5.8: General government sector net financial worth......................................158 
Chart 5.9: General government sector net worth ....................................................159 
Chart 5.10: General government sector net interest payments ................................160 
Chart 6.1: Performance reporting information flows................................................173 
 



 

 

 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


