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3 — Foreword

Foreword

On behalf of my fellow Commissioners, | am pleased
to present the 30th annual report of the Northern
Territory Grants Commission. This report contains
information on the distribution of funding, as well

as detailing the objectives, performance and future
directions of the Commission. My belief is that the
report conveys sufficient relevant information on the
Commission’s programs and performance during the
year to enable any interested agency, organisation or
individual to assess its operations and functioning.

The following matters are discussed in
greater detail in the “Summary of Activities
2015-16" section of the report:

*  Executive Officers’ Workshop
e National Conference

e  Visits/Public hearings
Local Government National Report 2012-13

What follows is repeated from the 2014-15 Northern
Territory Grants Commission Annual Report:

“In early 2015 the Australian Government
Department of Infrastructure and Regional
Development released the above report.

In Table 2-7 at page 27 the interested reader
will find some astonishing figures. Under the
category ‘Rural Remote Extra Small’ Western
Australian councils get $7 700.93 per capita, as
compared to $50.39 for similar sized councils in
the Northern Territory (or 153 times greater).

Apparently this is possible under uniform
national principles aimed at achieving
horizontal fiscal equalisation.”

| am not able to update these figures as

at the time of writing this foreword a later
report has not been issued. Readers will have
already noticed the lag in the publication.

Resumption of National Conferences

National Conferences of Grants Commissions, with
representatives from the Australian Government, and
the Australian Local Government Association, have

been a feature of consultation and information sharing
for decades. Jurisdictions took turn about to host them.

We were well advanced in planning for the 2013

Annual Conference, when the Australian Government
representatives pulled out, followed by NSW, and

then Queensland decided that in the absence of the
Australian Government no good purpose would be
served in its attendance. | said at the time “that it would
be unconscionable for the most impecunious jurisdiction
to continue with plans to host a National Conference
that the most pecunious States and the Commonwealth
either cannot afford to attend, or believe that the

cost benefit doesn’t warrant the expenditure.”

Victoria, to its credit, hosted a National Conference

in 2015, well attended by everybody, and it has been
since decided to hold them biennially. Needless to say,

| talked about the anomalous results that emerge from
uniform national principles the aim of which is to achieve
horizontal fiscal equalisation. Have a look again at the
figures from the Australian Government's own report.

Thanks

On behalf of the Commission members, | wish to
record our appreciation for the valuable cooperation
and assistance that we have received during our work
throughout the year from local governing bodies, and
in particular, those visited during the course of the year.

The Commission is grateful for the executive support
and assistance provided by Mr Peter Thornton and
Mrs Donna Hadfield, Local Government Grants Unit of
the Department of Local Government and Community
Services, combined with the assistance, and services
provided by the Department’s regional offices.

| would also like to acknowledge the efforts of
my colleagues Mr David Willing, Mr Damien
Ryan, Mr Steven Hennessy. Their assistance
has been very much appreciated.

i

Bob Beadman
Chairman



Background

On 1 July 1986, the Australian Government began
a process of yearly appropriations to the state/
territory governments for distribution as financial
assistance grants to local governing bodies within
the respective jurisdictions. A subsequent review of
the enabling legislation led to the current Act, the
Local Government (Financial Assistance) Act 1995.

Under section 6(1) of the Act, the Australian
Government Minister for Local Government, after
consulting with the relevant state Ministers and
with bodies representative of local government,
must formulate national principles.

In formulating the national principles, the Minister:

a. isto have regard to the need to ensure that
the allocation of funds for local government
purposes is made, as far as practicable, on
a full horizontal equalisation basis; but

b. must ensure that no local governing body
will be allocated an amount in a year that is
less than the amount that would be allocated
to the body if 30 per cent of the amount
to which the state/territory is entitled, in
respect of the year, was allocated among local
governing bodies on a per capita basis.

The Local Government (Financial Assistance) Act 1995
also repeated a requirement from an earlier Act that
each state and the Northern Territory have a Local
Government Grants Commission. In accordance with
that requirement, the Northern Territory legislated for
a statutory, independent commission, the Northern
Territory Grants Commission, in June 1986.

Role of the Northern Territory Grants Commission

The Commission is established as an independent
statutory authority under the Local Government
Grants Commission Act. Its primary role is to
recommend the allocation of the financial assistance
grants provided by the Australian Government for
Northern Territory local governing bodies in the form
of general purpose grants and local roads grants.

Relevant Legislation

The Northern Territory's Local Government

Grants Commission Act also provides for the
appointment of Commission members, and
specifies the general operations of the Commission,
including the annual reporting requirements.

The Australian Government's Local Government
(Financial Assistance) Act 1995 provides for the
basis of the allocation of financial assistance by
each Local Government Grants Commission

to its respective local governing bodies in

its state and/or the Northern Territory.

The national principles formulated by the
Australian Government Minister are to guide the
respective Local Government Grants Commissions
in the allocation of funds to local governing
bodies within their own jurisdictions.

The number of national principles currently
stands at seven — six applying to the allocation
of general purpose grants and one applying to
the allocation of local road grants. The national
principles are detailed at Appendix A.
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Organisation and people

Membership

The Local Government Grants Commission
Act 1986 provides for a Commission
of four members, consisting of:

e a Chairman appointed by the Minister;

e the Chief Executive (CE) of the agency
primarily responsible to the Minister for the
administration of the Act, or their delegate, and

* two members appointed by the Minister,
one representing the interests of municipal
councils and the other representing
the interests of regional councils.

In 2015-16, the members of the Commission were:
Mr Bob Beadman

Chairman — appointed
1 November 2002 to 31 October 2016

Mr David Willing
CE's delegate — appointed on 1 July 2014
Mr Damien Ryan

Representing municipal councils — appointed
1 September 2011 to 31 August 2017

Mr Steven Hennessy

Representing regional councils — appointed
11 May 2010 to 31 August 2016

Ms Kylie Bonanni

Deputy for Mr Ryan from
27 March 2014 until 31 August 2017

Mr Ralph Blyth

Deputy for Mr Hennessy from
27 March 2014 until 31 August 2016

In 2015-16, the Accountable Officer
of the Commission was:

Mr Peter Thornton

Accountable Officer — appointed 28 July 2009
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Members’ Profiles

Bob Beadman

Bob was appointed Secretary to the Northern
Territory Department of Lands, Housing and Local
Government and CEO to the Office of Aboriginal
Development on 31 October 1994. He retired
from these positions on 18 December 2001.

From 1973, Bob was involved in Aboriginal affairs at
senior levels in the Department of Aboriginal Affairs,
and previously worked in the Top End and Central
Australia on separate occasions. He acted at the
Deputy Secretary level on numerous occasions.

Career highlights include working with Torres Strait
Islanders — at the Prime Minister’s request — on
Australia’s International Border with Papua New Guinea,
two extended periods as Senior Private Secretary to the
Minister for Aboriginal Affairs and representing Australia
at the International Labour Organisation and the United
Nations Working Group on Indigenous peoples.

In the Territory, his career highlights have included
reform of the approach to local government,
public housing policy and library grants distribution
methodology. Bob was previously Chairman of

the Swimming Pool Fencing Review Panel and NT
Coordinator General for Remote Services (May
2009 to May 2011). Bob was appointed Chairman
of the Grants Commission on 1 November 2002.

From April 2015 to March 2016 he was Director,
Reconstruction and Community Development
following the devastating cyclones in East Arnhem
in February, and again in March, 2015.

David Willing

David moved to the Northern Territory in 2000 following
a twelve year career in the Australian Defence Force. He
worked for the Commonwealth Government in executive
roles in Alice Springs for seven years before moving to
Nhulunbuy and the Northern Territory Government.

During the 2008 local government reforms and
establishment of shire councils, David was the shire
manager for both the then East and West Arnhem
Shire Councils. He also led the operationalisation
of the Strategic Indigenous Housing and
Infrastructure Program across the Arnhem region.

David moved to Darwin in 2010, initially as

the Executive Director Darwin Region for the
Department of Housing, Local Government

and Regional Services; then transferred to the
Department of the Chief Minister as the Executive
Director Security and Government Services.

David returned to Local Government as the Executive
Director in July 2014 and was appointed to the Grants
Commission shortly thereafter. He is also Chairman

of the Jabiru Town Development Authority and of

the NT Natural Disaster Resilience Program.

David’s studies include asian studies and linguistics;

he is an accredited interpreter in Indonesian, is a
member of the Australian Institute of Company
Directors; holds a Graduate Certificate in Management
and a Master's Degree in Public Sector Leadership.

In his spare time David enjoys travel, fishing,
camping and the great NT outdoors,
and yes, he has bought a Jeep.
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Damien Ryan

Damien was born in Alice Springs. He commenced

his business career in 1972, working in the retail
photographic industry. He gained invaluable knowledge
of the tourism Industry as licensee of Mount Ebenezer
and Dunmarra roadhouses. His experiences include
directorships of the following companies in the
Northern Territory: Alice Springs Camera Shop

Pty Ltd, Dajon Agencies Pty Ltd, Mt. Ebenezer
Investments Pty Ltd and Dunmarra Roadhouse.

Damien is a lateral thinker, and enjoys applying
his analytical and problem solving skills to achieve
successful outcomes to a wide variety of situations.

Damien is the Mayor of Alice Springs.

He holds the current positions of President of the Local
Government Association Northern Territory (LGANT),
Chair of Central Australian Health Services (CAHS).

He is involved in many organisations that work toward
the sustainable development and advancement of
Alice Springs and the Northern Territory. These include
the Deputy Chair, Outback Highway Development
Council, Chair, Alice Springs Alcohol Reference Group,
Chair, Alice Springs Masters Games Advisory, Vice
President, Finke Desert Race and is Vice President of
the Australian Local Government Association (ALGA).

Damien and his wife Joanne have three
daughters who live in Alice Springs.

Steven Hennessy

Steven was born in South Australia and spent his

youth in the Riverland before moving to Adelaide.

He had a career in event support management for
Spotless Catering across southeast Australia from the
early 1980s until 1995, when he was injured in a car
accident. After being a regular visitor to the Territory
since 1998, he became a permanent resident of Timber
Creek, 300kms south-west of Katherine, in 2005.

Steven became a councillor for the Victoria Daly

Shire Council in October 2008, Deputy Mayor from
October 2011 until October 2013, Acting Mayor up
until July 2014 after which time he became the Mayor.

He is also a delegate of the Local Government
Association of the Northern Territory.

Steve is also involved in a number of local
government related organisations, including the NT
Heritage Council, the National Local Government
Drug and Alcohol Advisory Council, the NT

Water Safety Advisory Committee. He also has

his own general maintenance small business.
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Kylie Bonanni

Kylie Bonanni moved to Alice Springs from Ballarat,
Victoria in 1988 when her father became the gold
room manager at Granites Mine. She has worked

in the building industry alongside her husband

in the family business and has been involved in
many aspects of Alice Springs community life,
particularly as her three children were growing up.

She is the ambassador coordinator for the
Masters Games and is also on the Masters
Games Steering Committee as well as a Board
member for Tourism NT. Kylie is Deputy Chair
of the council’s Development Committee.

Kylie would like to see more growth and business
opportunities in Alice Springs. She is also focused
on senior citizens and ensuring they continue

to be looked after and is a strong believer in
looking at the positives in our community.

Councillor Bonanni was a member of the Alice
Springs Town Council from November 2013 and
resigned whilst Deputy Mayor on 23 July 2015.

Ralph Blyth

Ralph Blyth has been involved in local government
for over 15 years and was the appointed President/
Mayor when the West Arnhem Shire Council was
formed in 2008. He held this position for the four year
term and was then re-elected as a councillor in 2012.

Ralph has over ten years' experience representing
the former Jabiru Town Council that was the local
governing body for the town of Jabiru prior to the
formation of the West Arnhem Regional Council.

He was also a member of both the West Arnhem
Transitional Committee and Gunbang Action Group.

Councillor Blyth has undergone extensive
governance training in the areas of conflict
of interest and policy development.

Administration and Staffing

The costs of operation of the Commission for the

year were met by funds appropriated to the Department
of Local Government and Community Services.

The operational expenditure for 2015-16 was

$288 580.59 compared to $304 230.49 in 2014-15.

The Executive Officer, Mr Peter Thornton, and Mrs
Donna Hadfield of the Department of Local Government
and Community Services coordinated the visitation
program and assisted with the Commission’s activities
through the provision of executive support.
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Summary of Activities

in 2015/16

National Forum of Local Government
Grants Commissions

After a three year hiatus the Victorian Grants
Commission was instrumental in reviving the previously
very popular National Grants Commission Conferences.
The format of the 2015 forum was reconfigured
significantly with the Commission chairs speaking

briefly about their respective commission activities
during the year, and the focus then switching to three
interactive sessions canvassing the following ‘big issues’.

1. Preparing for the end of the pause;

2. Cost adjustors and disability factors —
what's working, what's not; and

3. The National distribution principles.

All three issues were vigorously discussed
with Mr Bob Beadman facilitating the session
on the National distribution principles.

It has since been agreed that such forums will
continue into the future however they will be held on
a biennial basis. The next forum will be hosted by the
South Australian Grants Commission in late 2017.

Executive Officers’ meeting

On 29 October 2015 the Department of
Infrastructure and Regional Development
facilitated an Executive Officers’ Workshop in
Melbourne which Mr Peter Thornton attended.

The executive officers had wide-ranging discussions
on the following national issues that impact
significantly on all Grants Commissions:

®  Arecap on the key discussions that
transpired during the National Forum of
Local Government Grant Commissions;

e Discussion regarding the ‘new’ local government
Minister and his priorities for the local
government sector into the future; and

e Discussion around the Local Government National
Report focusing more on likely future content.

There was discussion at this workshop that the
South Australian Grants Commission was keen

to host the next workshop in Adelaide and they
would also canvass the jurisdictions as to the
frequency these and the National Forum of Local
Government Grant Commissioners should be held.

Visits to local governing bodies

The rolling visitation program on a regional and
municipal basis continued in 2015-16 with the
Commission having conducted a series of well-attended
visits to three regional councils (Roper Gulf, Victoria
Daly and West Daly Regional Councils) and their
respective communities. The program of Commission
visits is done on a cyclical basis and takes three years

to complete, although special circumstances may
warrant departures from the pre-planned program.

Financial data

The total revenue and expenditure of councils in the
2014-15 financial year amounted to $433 million and
$453 million respectively. Included in these amounts
were revenues and expenditures not considered to
relate strictly to local government. Thus, for the
2016-17 allocations, the Commission determined
local government income to be $190.882 million and
local government expenditure to be $310.659 million.

The presentation of financial information via
the Commission’s annual return for all councils
was eventually achieved late May 2016.

The data collected in these returns is used by the
Commission to allow an assessment of the income
and expenditures of individual councils and to
determine total income and expenditure of all local
governments in the Northern Territory. The Australian
Bureau of Statistics in its local government financial
statistics and national accounts also uses this data.
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Annual audited financial statements

Regulation 17 of the Local Government (Accounting)
Regulations stipulates that a copy of councils’
audited annual financial statements be forwarded

to the Chairman of the Northern Territory Grants
Commission no later than 15 November each year.
For financial year 2015-16, four councils failed to
lodge their annual financial statements by the date
specified. These councils are listed in Schedule 12.

Submissions

No submissions were presented to the Commission
at its visits/public hearings during the year.

Payments 2015-16

During 2015-16, grants continued to be paid in quarterly
installments however; there was an early payment made
in July 2015. The total payments to local governing
bodies during the year are summarised below:

06 July 2015 (early payment) $16 507 939
15 August 2015 $4 128 434
15 November 2015 $4 128 434
15 February 2016 $4 128 434
15 May 2016 $4 128 438
Total distribution of $33 021 679

2015-16 payments

Estimated entitlement 2016-17

The estimated entitlements for 2016-17 would
normally be based on Australian Government
estimates of the annual CPI and the Territory’s
share of the national population; however the
Australian Government has advised that there will
be no application of CPI to the 2016-17 funding.

This Commission is forever trying to explain
to remote councils why their share of funds is
in decline, at a time when the other tiers of
government are cost-shifting onto them.

Entitlement 2015-16

The Australian Government's estimate of the
Territory’s share of the national population was
more than the actual population. This resulted in
the entitlement for 2015-16 being over-estimated
for the general purpose component amounting
to an overpayment of $32 111. There was no
adjustment made to the roads component.

The overpayment of $32 111 has been made across
all councils based on the data used for the distribution
of the estimated entitlement for 2015-16.

Cash entitlement 2016-17

The cash entitlement for 2016-17 is the
estimated entitlement for the year less the
overpayment for general purpose in 2015-16.

Communication with councils

In accordance with its policy to keep all Northern
Territory councils informed about its operations and
latest developments, the Commission corresponds
on a regular basis with individual councils on

many issues. The following list summarises the
main items sent to all councils during the year.

Subject Date

13 August 2015

Letter advising the estimated
entitlements for the 2015-16
general purpose and local
road grants

Letter (electronically) 15 October 2015
advising the requirement to

lodge an annual return

Distribution of the 17 December 2015

Commission’s Annual Report

Letter (electronically) advising
the requirement to lodge

05 February 2016

an annual road return
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Council letters of advice

Letters of advice in 2015-16 provided the following
comprehensive information to councils:

i. A sheet detailing the council’s grant allocations
and payment schedule for 2015-16;

ii. A sheetshowing the calculation
of standardised expenditure and
standardised revenue for the council;

ii. A matrix showing the application of
the three cost adjusters against the
various expenditure categories;

iv. A bar chart showing the cost adjusters
calculated for the council which underpin the
calculation of standardised expenditures;

v. A sheet showing the calculation of the council’s
identified local road entitlement for 2015-16;

vi. A grant trend chart of the council’s
grants over five years; and

vii. A sheet showing the 2015-16 grant allocations
for all Northern Territory councils.

A similar package will be provided to
each council for the 2016-17 year, and this
process will continue into the future.

Revenue and expenditure assessments
of local governments

Revenue and expenditure assessments are
included at Schedules 8 and 9. Key drivers
and a matrix of how the cost adjustors are
applied are also included at Appendix B.
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Recommendations

Chairman’s Letter

The Hon Bess Price MLA

Minister for Local Government and Community Services
GPO Box 3146

Darwin NT 0801

Dear Minister

| have recently received advice on the amounts available for allocation as
financial assistance grants under the Commonwealth’s Local Government
(Financial Assistance) Act 1995 for the 2016-17 financial year.

In accordance with this advice and section 12(1)(a) of the Local Government
Grants Commission Act, | am now pleased to present to you the Commission’s
recommendation schedule for the distribution of these grants. In making the
recommendations, | confirm that:

a. all general purpose recommendations conform with section 6(2)(b) of the
Commonwealth’s Local Government (Financial Assistance) Act 1995 in
allocating amounts that are not less than those to which local governing bodies
would be eligible to receive if 30% of the total to which the Northern Territory is
entitled was distributed among local governing bodies on a per capita basis;

b. the Commission held public hearings and permitted local governing bodies and
the Local Government Association of the Northern Territory to make submissions
in connection with the recommendations in accordance with section 11(2)(c)(i)

& (ii) of the Local Government (Financial Assistance) Act 1995;

c. road funds were divided on weighted road length but, in addition, continued
to include a base or minimum figure of $10 000 for all councils on the basis
that a derived figure of less than this amount would not be commensurate
with a realistic acceptance of road maintenance and responsibility; and

d. the allocations comply with section 12(1)(a) of the Local Government
Grants Commission Act in that the total amount of all money recommended
to be allocated is equal to the amount of money provided to the Northern
Territory under the Local Government (Financial Assistance) Act 1995 for the
2016-17 financial year.

The attached recommendation schedule outlines the proposed grant allocations
for approval by Senator the Hon Fiona Nash MP. The recommendation schedule
comprises the “estimated entitlement” for 2016-17, plus the net cash adjustment
for 2016-17 and the proposed grant recommendations for approval.
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Estimated Entitlement

The Commonwealth usually allocates the general purpose and local road grants
based on an estimated population figure and an estimated CPI growth factor for
the coming year as determined by the Australian Statistician. However given the
Commonwealth’s decision to ‘pause’ CPIl adjustments for three years commencing
2014-15, the general purpose component of the grant has been adjusted by
population only and there is no CPI adjustment to the local road component.

This calculation is what is known as the estimated entitlement. The amounts

for this year are $16 161 188 and $16 477 568 respectively.

Cash Adjustment

The Commonwealth has advised that there is a total overpayment of $32 111
in relation to the 2015-16 general purpose funding. There is no requirement
for an adjustment to the local roads funding.

General Comments

For the sixth year the Commission registers its concern about the failure of the
Government to rectify the situation at Belyuen.

Belyuen council was suspended on 23 May 2007, a manager appointed and a
report commissioned into the future governance arrangements for the community.
Clearly the Local Government Act envisages that on receipt of the report the
council would either be reinstated, or would be dismissed and fresh elections called.
Nothing has happened since. No elected council has been in place since then,

and nor did the government include this council in the Northern Territory-wide

local government elections in March 2012.

The Commission believes that if it were to leave the Belyuen situation unremarked,
there would be some who would take that as the tacit endorsement by the
Commission of a situation that is arguably illegal. We continue to believe that
funding a body year after year that does not have a democratically elected council
in place is contrary to the intentions of the Commonwealth’s Local Government
(Financial Assistance) Act 1995, and the Northern Territory's Local Government Act.

The absence of an elected body at Belyuen for over eight years is even at odds with
your Government's relatively recent legislative amendments to create local authorities -

|u

“returning a voice to the local level” as the media release of 3 April 2014 said.

The Commission has considered making a recommendation that Beyuen not
receive financial assistance grants until an elected council is restored, but decided
that would penalise a desperate community further for the failings of others.

There are three more enduring anomalies that flow from the previous government'’s
decision not to proceed with the proposed Top End Shire Council.
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The Commission wrote to your predecessor over concerns about the long
term viability of tiny councils. Belyuen and Wagait remain discreet councils,
with populations of 210 and 430 respectively.

In the case of the Wagait Shire Council, the Commission notes the election
of a councillor with just seven votes in the March 2012 elections. Any analysis
of the scope of services provided by this council will confirm the validity of
the concerns of this Commission about its viability. This council sits alongside
the Belyuen Shire Council.

Then there is the issue of the adjacent unincorporated areas which are still not
being rated - residents who don't pay rates (eg Dundee Beach, Marrakai and
the Douglas Daly Region). Some are prolific correspondents about the alleged
lack of services.

Surely a simple solution to these concerns can be found in the many
consultancy reports, and the related discussions, that have been ongoing
for more than a decade.

Advice to Councils

In relation to the grant advice to councils, the Commission will continue to
enclose supporting documentation with my letter of advice that will allow
them to have a greater appreciation on exactly how the Commission has
calculated their grants.

The Commission’s Annual Report is currently being prepared and will be
forwarded to you in accordance with section 16 of the Local Government
Grants Commission Act in due course.

Yours sincerely

-

Bob Beadman
Chairman
25 July 2016
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Schedules

Schedule 1

Population used for the 2016-17 allocations

City of Darwin 82816

City of Palmerston 34 612

Belyuen Community Government Council 209

Wagait Shire Council 426

East Arnhem Regional Council 10718

West Daly Regional Council 3760

Roper Gulf Regional Council 7 427

Alice Springs Town Council 27 939

MacDonnell Regional Council 6974

* Figures have been rounded and discrepancies may occur between totals and the sums of the component items.
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Schedule 2

Cost adjustors and key drivers 2016-17

* Figures have been rounded and discrepancies may occur between totals and the sums of the component items.
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Road lengths 2016-17

Schedule 3
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Schedule 4

Reconciliation of local government income and expenditure

Reconciliation of actual revenue and expenditure as supplied by local governing bodies 2014-15

* Figures have been rounded and discrepancies may occur
between totals and the sums of the component items.

* Figures have been rounded and discrepancies may occur
between totals and the sums of the component items.

* Figures have been rounded and discrepancies may occur
between totals and the sums of the component items.

* Figures have been rounded and discrepancies may occur
between totals and the sums of the component items.

* Figures have been rounded and discrepancies may occur between totals and the sums of the component items.
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Schedule 5

Actual local government income 2014-15
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Actual council expenditure by function 2014-15

Schedule 6
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Assessed revenue 2014-15

Schedule 7
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Summary standardised revenue
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Schedule 9

Standardised expenditure
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Schedule 10

National share of financial assistance grants 2016-17

* Figures have been rounded and discrepancies may occur between totals and the sums of the component items.

Schedule 11

Visits to local governing bodies
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Schedule 11 (cont.)

Visits to local governing bodies
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Schedule 11 (cont.)

Visits to local governing bodies
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Schedule 12

Local governing bodies that failed to lodge 2014-15 annual financial statements by the date specified
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Appendices

Appendix A

National principles for the allocation of
general purpose and local road grants

A. The national principles relating to the
allocation of general purpose grants payable
under section 6 of the Local Government
(Financial Assistance) Act 1995 (the Act)
among local governing bodies are as follows:

1. Horizontal equalisation

General purpose grants will be allocated to all
local governing bodies, as far as practicable,
on a full horizontal equalisation basis as
defined by the Act. This is a basis that ensures
that each local governing body in the state/
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. 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 the expenditure requirement
and revenue raising capacity of each local
governing body. This means, as far as possible,
policies of individual local governing bodies,
in terms of expenditure and revenue effort,

will not affect the 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
eligible to receive if 30 per cent of the total
amount of general purpose grants to which
the state/territory is entitled, under section 9
of the Act in respect of the year, were allocated
among local governing bodies in the state/
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. Aboriginals and Torres
Strait Islanders

Financial assistance shall be allocated to
councils in a way which recognises the
needs of Aboriginals 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.

The national principle relating to the allocation
of the amounts payable under Section 12

of the Act (the identified road component

of the financial assistance grants) among

local governing bodies is as follows:

1. Identified road component

The identified road component of the
financial assistance grants should be
allocated to local governing bodies as far
as practicable on the basis of the relative
needs of each local governing body for
roads 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.
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Appendix B
Methodology and formula factors
Introduction

The Northern Territory Grants Commission’s
methodology conforms to the requirement for
horizontal equalisation as set out in section

6 (3) of the Australian Government Local
Government (Financial Assistance) Act 1995.

The Commission, in assessing relative need
for allocating general purpose funding, uses
the balanced budget approach to horizontally
equalise, based on the formula:

Assessed expenditure need - assessed revenue
capacity = assessed equalisation requirement.

The methodology calculates standards by applying
cost adjustors and average weightings to assess
each local government's revenue raising capacity
and expenditure need. The assessment is the
Commission’s measure of each local government’s
ability to function at the average standard in
accordance with the national principles. Details
regarding the national principles are at Appendix A.

Population

For the 2008-09 allocations the Commission resolved
to use the latest ABS estimated resident population
figures and then adjust the figures to align with the
population total advised to Canberra from Northern
Territory Treasury. The Northern Territory’s funding

is based on this total population figure. The same
rationale was used for the 2016-17 calculations.

Revenue raising capacity

As the ownership of the land on which many
communities are located is vested in land trusts
established pursuant to the Australian Government
Aboriginal Lands Rights (Northern Territory)

Act 1976, it is not, for all intents and purposes,
feasible to use a land valuation system solely as the
means for assessing revenue raising capacity.

The collection of actual accurate financial

data through the Commission’s annual returns
enabled a number of revenue categories to be
introduced, including municipal and regional
council rates, domestic waste and interest.

In addition, to accord with the national principles,
other grant support to local governing bodies by

way of the Roads to Recovery, library and local roads
grants are recognised in the revenue component

of the methodology. In the case of recipients of the
Roads to Recovery grants, 50 per cent of the grant was
included. Recipients of library grants and local roads
grants have the total amount of the grant included.

The Commission considers that, given unique
circumstances within the Territory, this overall revenue
raising capacity approach provides a reasonable
indication of a council’s revenue raising capacity.

For the 2016-17 allocations, financial data in
respect of the 2014-15 financial year was used.
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Expenditure needs

The assessment of standard expenditure is based
on the Territory average per capita expenditure
within the expenditure categories to which cost
adjustors reflecting the assessed disadvantage
of each local government are applied.

The Commission currently uses the nine expenditure
categories in accordance with the Australian Bureau of
Statistics Local Government Purpose Classifications. In
the 2012-13 grant calculations an additional expenditure
category was created (Regional Centre Recognition) to
acknowledge the financial drains on municipal councils
caused by urban drift. This expenditure category has
been used in all subsequent grant processes with

the exception of the 2016-17 calculations where the
Commission quarantined a pool totaling $200 000

and subsequently allocated $135 000 and $65 000 to
the Alice Springs and Katherine councils respectively

Cost adjustors

The Commission uses cost adjustors to reflect a local
government's demographics, geographical location,
its external access, and the area over which it is
required to provide local government services. Al
these influence the cost of service delivery. The cost
adjustors used by the Commission for 2016-17 are
shown at Schedule 2. There are three cost adjustors
being location, dispersion and Aboriginality.

Minimum grants

For most local governments, the assessed expenditure
needs exceed the assessed revenue capacity,
meaning there is an assessed need. In five cases,
assessed revenue capacity is greater than assessed
expenditure need, meaning that there is no assessed
need. However, as the legislation requires that local
governments cannot get less than 30 per cent of
what they would have been allocated had the funding
been distributed solely on the basis of population,
five local government councils still receive a grant,

or what is referred to as the minimum grant.
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Formula

1. Revenue component

All councils:

Where
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2. Expenditure components (f) Health ($3 542 162)

Total local government expenditure of $310 659 555
apportioned over each expenditure component.

Community population/Northern Territory
population x health expenditure x

(a) General public services ($113 582 708)

Community population/Northern
Territory population x general public
services expenditure x Aboriginality

(b) Public order and safety ($17 745 584)

Community population/Northern
Territory population x public order
and safety expenditure x (location
+ dispersion + Aboriginality)

(c) Economic affairs ($35 502 699)

Community population/Northern
Territory population x economic affairs
expenditure x (location + dispersion)

(d) Environmental protection ($15 285 091)

Community population/Northern
Territory population x environmental
protection expenditure

(e) Housing and community
amenities ($46 681 721)

Community population/Northern
Territory population x housing and
community amenities expenditure x
(location + dispersion + Aboriginality)

(location + dispersion + Aboriginality)

(g) Recreation, culture and
religion ($47 493 257)

Community population/Northern Territory
population x recreation, culture and religion
expenditure x (location + dispersion)

(h) Education ($3 589 570)

Community population/Northern Territory
population x education expenditure x
(location + dispersion + Aboriginality)

(i) Social protection ($27 236 763)

Community population/Northern Territory
population x social protection expenditure
x (location + dispersion + Aboriginality)
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3. Local road grant funding

To determine the local road grant, the Commission applies a weighting to each
council by road length and surface type. These weightings are:

The general purpose location factor is also applied to recognise relative isolation.

1

Application of cost adjustors

—

Shaded areas indicate when cost adjustor applies)
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Appendix C

The Australian Classification of Local Government (ACLG)
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Appendix D

Northern Territory local governments by classification
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Appendix E

Northern Territory map of local government areas

Darwin Municipality

Darwin Rates Act Area
Wagait Shire

Darwin Waterfront Precinct
Municipality

Belyuen Shire

Palmerston Municipality
Litchfield Municipality
Coomalie Shire
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Appendix F

Independent Auditor’s Report to the Minister for Housing and Community
Development Northern Territory Grants Commission

= |
ﬁ &
I =

Auditor-General

Independent Auditor’s Report
to the Minister for Housing and Community Development

Northern Territory Grants Commission

| have audited the accompanying financial report, being a special purpose financial report of Northern
Territory Grants Commission, which comprises the balance sheet as at 30 June 2016, the income
statement for the year then ended, notes to and forming part of the financial statements, and the statement
by Accountable Officer.

The Accountable Officer’s Responsibility for the Financial Report

The Accountable Officer of the Northern Territory Grants Commission is responsible for the preparation of
the financial report that gives a true and vair view and has determined that the basis of preparation is
appropriate to meet the requirements of the Local Government (Financial Assistance) Act 1995. The
Accountable Officer's responsibility also includes such internal control as the Accountable Officer
determines is necessary to enable the preparation and fair presentation of the financial report that is free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express an opinion on the financial report based on my audit. | conducted my audit in
accordance with Australian Auditing Standards. Those standards require that | comply with relevant ethical
requirements relating to audit engagements and plan and perform the audit to obtain reasonable assurance
whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial report. The procedures selected depend on the auditor’s judgement, including the assessment of
the risks of material misstatement of the financial report, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial report in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the Accountable Officer, as well as evaluating the overalt
presentation of the financial report.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my
audit.

Opinion
In my opinion the financial report presents fairly, in all material respects, the financial position of Northern

Territory Grants Commission as at 30 June 2018, and of its financial performance for the year then ended
in accordance with Australian Accounting Standards. 3

Basis of Accounting .

Without modifying my opinion, | draw attention to the financial report having been prepared for the purpose |

of fulfiling the Accountable Officer's financial reporting responsibilities under the Local Government

(Financial Assistance) Act 1995. As a result, the financial report may not be suitable for another purpose.
gl

Julie Crisp

Auditor-General for the Northern Territory

Darwin, Northern Territory

30 September 2016

Level 12 Northern Territory House 22 Mitchell Street Darwin 0800 Tel: 08 8999 7155
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NORTHERN TERRITORY GRANTS COMMISSION

Balance sheet as at 30 June 2016

2015 2016
, $ $
Assets Nil Nil
Liabilities Nit Nil
Income statement for the year ended 30 June 2016
Income Nil Nil
Expenditure Nil Nil

Notes to and forming part of the financial statements are attached.

Statement by Accountable Officer
In my opinion:

() The accompanying income statement presents fairly Northern Territory Grants Commission's
transactions for the reporting year ended 30 June 2016.

The financial statements are based on proper accounts and records and are in agreement
with the accounts and have been properly drawn up so as to present fairly the transactions of
the Northern Territory Grants Commission for the reporting year ended 30 June 2016 and its
financial position at that date;

(ii) The accompanying balance sheet presents fairly the Northern Territory Grants Commission’s
state of affairs at the end of the reporting year; and

(iil) The financial statements are in accordance with applicable accounting standards.

/ b Moy

Peter Thornton
Accountable Officer

28 September 2016
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NORTHERN TERRITORY GRANTS COMMISSION
Notes to and forming part of the financial statements for the year ended 30 June 2016.

1s The Commission was established under the provision of the Local Government Grants
Commission Act, which came into operation on 1 July 1986, in order to comply with the
requirements of the then Local Government (Financial Assistance) Act 1986.

2; The Commission's activity is to make recommendations to the Minister for Local Government,
in respect of the amounts of money to be allocated to local governing bodies from the money
provided to the Territory under the 's Local Government (Financial Assistance) Act 1995.

Funds for this purpose were appropriated to the Northern Territory Department of Local
Government and Community Services. Allocations of general purpose grants and road grants
recommended for distribution were:

Recommendation for Recommendation for
distribution in 2014-15 distribution in 2015-16

General Purpose Grants $16 635 820 $16 545 106
Road Grants $16 569 711 $16 476 573
Total $33 205 531 $33 021 679
3. The costs of operation of the Commission, which are met from the funds appropriated to the

Department of Local Government and Community Services were $288 580.59 compared to
$304 230.49 in 2014-15. An allowance has been made for the salary cost of administrative
support provided by the Department of Local Government and Community Services.

4. The Commission did not acquire any assets during the period covered by the financial
statements.
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Appendix G

Independent Auditor’s Report to the Chief Executive of the Department of Housing
and Community Development on the Statement of Payments Made to Local Governing
Bodies by the Northern Territory during the year 1 July 2015 to 30 June 2016

Auditor-General

Independent Auditor’s Report to the Chief Executive of the
Department of Housing and Community Development
on the Statement of Payments Made to Local Governing Bodies
by the Northern Territory during the year 1 July 2015 to 30 June 2016

Scope

| have audited the accompanying ‘Statement of Payments Made to Local Governing Bodies by the Northern
Territory’ during the year 1 July 2015 to 30 June 2016 (the Statement).

The Department of Housing and Community Development’s responsibility for
the Financial Report

The Department of Housing and Community Development (formerly the Department of Local Government
and Community Services) is responsible for the preparation and fair presentation of the Statement in
accordance with the requirements of the Local Government (Financial Assistance) Act 1995 and for such
internal control as the Chief Executive determines is necessary to enable the preparation and fair
presentation of the Statement that is free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express an opinion on the Statement based on my audit. | conducted my audit in
accordance with Australian Auditing Standards. Those standards require that | comply with relevant ethical
requirements relating to audit engagements and plan and perform the audit to obtain reasonable assurance
about whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
Statement. The procedures selected depend on the auditor's judgement, including the assessment of the
risks of material misstatement of the financial report, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial report in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates, if any, made by management, as well as evaluating the overall presentation of the Statement.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my audit
opinion.

Opinion

In my opinion, payments by the Northern Territory to local governing bodies in the Northern Territory during

the period 1 July 2015 to 30 June 2016 amounting to $33,021,679 are shown correctly in the accompanying
Statement.

Basis of Accounting

Without modifying my opinion, | draw attention to the cash basis of accounting used in the attached
Statement which has been prepared for the purpose of fulfilling the requirements of the Local Government
(Financial Assistance) Act 1995. As a result, the Statement may not be suitable for another purpose.

Julie Crisp

Auditor-General for the Northern Territory
Darwin, Northern Territory

30 September 2016
Level 12 Northern Territory House 22 Mitchell Street Darwin 0800 Tel: 08 8999 7155
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The painting depicts the role of the Grants
Commission as a transmitter of information,
policy and funding recommendations.

In the painting the members of the

Grants Commission are depicted by the
larger black horseshoe shapes. They

are sitting facing the members of Local
Government Councils, represented

by the smaller black horseshoes in the
north, south, east and west directions.

As can be seen the Grants Commission
role is represented by two larger
horseshoe shapes joined together.

This representation shows the Grants
Commission facing Councillors on the
one hand, and the Northern Territory
and Federal Governments (the centre
circle with the white horseshoe shape)
on the other. The smaller oblong
shapes between the Commission and
the Governments are provided by the
artist to show the movement of the
Commission visiting Councils and taking
reports back to central government.

The larger oblong shapes between the
Council groupings represent two areas

of land. The upper ones depict native

title area boundaries, and the lower ones
depict Local Government area boundaries.
The background is the ‘country” within
which all of these events take place.

Painting by Cr. Francis Kelly,
Past Member of NT Grants Commission

Account above is based on a
conversation with Cr. Kelly




