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Committee functions

The Public Accounts and Estimates Committee is a joint parliamentary committee
constituted under the Parliamentary Committees Act 2003.

The Committee comprises nine members of Parliament drawn from both Houses of
Parliament.

The Committee carries out investigations and reports to Parliament on matters associated
with the financial management of the State. Its functions under the Act are to inquire into,
consider and report to the Parliament on:

any proposal, matter or thing concerned with public administration or public sector
finances

the annual estimates or receipts and payments and other budget papers and any
supplementary estimates of receipts or payments presented to the Assembly and the
Council

any proposal, matter or thing that is relevant to its functions and has been referred
to the Committee by resolution of the Council or the Assembly or by order of the
Governor in Council published in the Government Gazette.

The Committee also has a number of statutory responsibilities in relation to the Office of
the Auditor-General. The Committee is required to:

recommend the appointment of the Auditor-General and the independent
performance and financial auditors to review the Victorian Auditor-General’s Office

consider the budget estimates for the Victorian Auditor-General’s Office

review the Auditor-General’s draft annual plan and, if necessary, provide comments
on the plan to the Auditor-General prior to its finalisation and tabling in Parliament

have a consultative role in determining the objectives and scope of performance
audits by the Auditor-General and identifying any other particular issues that need to
be addressed

have a consultative role in determining performance audit priorities

exempt, if ever deemed necessary, the Auditor-General from legislative requirements
applicable to government agencies on staff employment conditions and financial
reporting practices.
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Chair’s foreword

| am pleased to present the Committee’s report to the Parliament on its /nquiry into
the Impact on Victorian Government Service Delivery of Changes in National
Partnership Agreements. The report represents the culmination of over 12 months
work by the Committee.

The Intergovernmental Agreement on Federal Financial Relations was signed in 2008
and provides the framework under which Commonwealth funding is provided to the
States and Territories in Australia. Each year, Victoria receives around 43 per cent of

its total revenue budget from the Commonwealth. In the 2015-16 year, this amounts to
approximately $24.15 billion. Of this amount, almost 9 per cent, or $2.11 billion, relates to
funding provided through National Partnership Agreements (NPAS).

This Inquiry focussed on all NPAs entered into between Victoria and the Commonwealth
from 2008-09 to 2014-15. Over this seven year period, National Partnership funding from
the Commonwealth to Victoria totalled approximately $28.82 billion.

National Partnerships vary in terms of their format, funding provisions and reporting
requirements. National Partnership funding to Victoria has supported capital works
and infrastructure projects in the State, enabled the implementation of service
delivery reforms and improvement initiatives, and assisted in the delivery of a
number of key services and programs for many members of the Victorian community.
Successive Victorian Governments have also contributed State resources to support
these National Partnerships.

Under the Intergovernmental Agreement on Federal Financial Relations, NPAs are
intended to be short-term, time-limited funding arrangements. However, the Committee
found a number of National Partnerships in areas of ongoing State service provision
which had been established, and renegotiated periodically, by successive Commonwealth
Governments, in place of long-term funding arrangements. These services include, home
and community care services, homeless services, the provision of concessions programs,
and legal assistance services.

Short-term funding through NPAs of ongoing service delivery does not accord with

the intent and principles outlined in the /Intergovernmental Agreement on Federal
Financial Relations. The Committee also found that variations to NPAs by successive
Commonwealth Governments have impacted the Victorian State Budget. This has
caused Victorian Governments to revise funding priorities in the State in order to meet
certain community service obligations. In some cases, established services or programs
have had to cease or be reduced, in order for the State’s financial position to be
managed responsibly.

In other instances, the Committee noted that there were NPAs which had been successful
in initiating or expanding services and programs in Victoria. However, these Agreements
had expired with no consideration of ongoing Commonwealth recurrent funding support,
or had been renegotiated for a further short-term, despite evidence of established and
ongoing demand for the services (e.g. early childhood education provision).

Inquiry into the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Xi
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Xii

In order for the Victorian Government and service provider partners to design and
implement programs which can provide more effective, longer term outcomes, there
needs to be a transition of funding under some National Partnerships to a more
sustainable and certain recurrent funding arrangement with the Commonwealth.
This would allow programs to more effectively meet the needs of the Victorian
community and address disadvantage.

From Victoria’s perspective, the State Government has responsibility for an enormous
range of services upon which the community depends. Many of these services need
to be provided sustainably into the future and not be put at risk by sudden cuts in
Commonwealth funding and/or changes in funding formulas.

The Committee hopes that by highlighting the extensive range of programs and services
supported through National Partnership funding and the impact on these services of
fluctuations and cessation of funding, improvements might be made to the way in which
these programs are provided on an ongoing basis with the financial support of the
Commonwealth Government.

The Committee notes that many of the deficiencies highlighted through this Inquiry were
identified in June 2012 by the Department of Treasury and Finance in its submission to the
Parliament of Victoria’s Economy and Infrastructure References Committee in its /nquiry
into Commonwealth Payments to Victoria. This is an indication that the situation with
regard to federal financial relations has not significantly changed over the last four years.

There would be benefit in the Council on Federal Financial Relations re-assessing the
purpose and nature of NPAs against the principles outlined in the Intergovernmental
Agreement on Federal Financial Relations. The Committee considers that both the
Victorian and Commonwealth Governments should work together to ensure that, as far
as possible, NPAs are designed, negotiated and managed in line with those principles
and guidelines.

The Committee remains optimistic that jurisdictions will soon agree that
Commonwealth-State financial relations have attained a sufficient level of maturity to
enable the States to determine their own funding priorities within specific areas of service
delivery, and for the Commonwealth to agree to jointly fund those activities, without
prescribing them through a series of separate funding agreements.

On behalf of the members of the Public Accounts and Estimates Committee, | thank
all those representatives of Victorian government departments and non-government
organisations who prepared submissions to the Inquiry and who appeared before the
Committee to answer questions at public hearings in November 2015.

| would also like to personally thank my fellow Committee members for their contribution
and cooperative approach to this Inquiry.

The Committee is also very appreciative of the research and administrative support
provided by staff of the Committee Secretariat.

| commend the report to all Members.

Mr Danny Pearson MP
Chair
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Findings and Recommendations

2 Overview and key observations from the Inquiry page

A number of Victorian Government departments and non-government
organisations expressed support for the principles underpinning the
Intergovernmental Agreement on Federal Financial Relations and the potential
effectiveness of National Partnership Agreements. ..., 13

National Partnership Agreements were found to be most successful in
achieving specified improvement or reform when they are, well-designed, flexible,
based on genuine collaboration and negotiation between the jurisdictions, and are
adequately funded. ... ... 13

Since 2008, National Partnership Agreements have provided critical
financial support for a number of improvements in capital and infrastructure,
service delivery, and government systems and processes in the State of Victoria........ 15

There have been some concerning deficiencies in the application and
administration of National Partnership Agreements by successive Commonwealth
Governments which indicate a departure from the underlying principles and
intent of the Intergovernmental Agreement on Federal Financial Relations. These
deficiencies can impact the delivery of programs and services in Victoria and
prevent the objectives of the Intergovernmental Agreement on Federal Financial
Relations from being fully realised. . . ... 17

The Committee was unable to determine why successive Victorian
Governments have negotiated and agreed with the Commonwealth Government to
accept National Partnership Agreements which have the potential to disadvantage
the State in terms of their, lack of appropriateness for purpose, inadequate
flexibility, administrative compliance burden and/or inappropriate indexation. ......... 17

The use of fixed-term National Partnership Agreements to provide
funding support for ongoing service delivery in Victoria is inappropriate. .. ............ 18

RECOMMENDATION 1: The Victorian Government should negotiate with the
Commonwealth Government, via the Council of Australian Governments and

Treasury forums, to secure an appropriate recurrent funding arrangement

for those ongoing services and programs currently funded through National

Partnership Agreements. ... ..ot i it et e et e 18
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The Committee found that whilst the intent of the 2008
Intergovernmental Agreement on Federal Financial Relations was to simplify the
provision of Commonwealth grants to the States and Territories, there has been a
gradual re-introduction of small funding agreements tied to specific requirements
around how the funds should be spent. This has detracted from the original
principles of the Intergovernmental Agreement............. .. ... . iiiiiiinnnnn... 21

The increasing number of funding agreements between Victoria and
the Commonwealth, together with instances of increased prescription around how
Commonwealth funds should be applied, has had implications for the Victorian
Government in terms of managing the associated accountability and reporting
requirements and the costs associated with these requirements....................... 21

There are many examples of National Partnership Agreements
having been used to support programs and initiatives with ongoing demand or
increased service capacity. Whilst funding was always agreed to be short-term, the
implications of cutting or ceasing the funding support has resulted in the Victorian
Government having to make a decision about whether to continue funding an
established program or initiative. Where the Victorian Government has not been
able to continue to provide a program or service, this has impacted stakeholders
who have relied on the services, or been in receipt of some benefit, from the
programs and initiatives established. ........ ... . 23

There is a need for the Commonwealth Government to ensure that
adequate and fair notice is provided to the Victorian Government in the event
of any significant reduction, or cessation, of funding provided under National
Partnership AgreemeENntS. . ...t 23

National Partnership Agreements are not legally binding documents
and it is the prerogative of successive Commonwealth Governments to determine
to alter, or withdraw, funding under these Agreements as policy priorities and
other circumstances Change.. ... ... 24

RECOMMENDATION 2: The Victorian Government should seek assurances from

the Commonwealth Government that any future significant cuts to National

Partnership funding will be given reasonable advance notice, to enable the State

to take appropriate and considered action and to plan a measured response to
thefunding change.. ... ... i it et ittt 24

Issues relating to the effective operation of the Australian Federation
and the administration and funding of areas of shared interest between the
Commonwealth and the States and Territories, highlighted in the Reports of
the National Commission of Audit and in Issues Papers released as part of the
White Paper Review on the Reform of the Federation, will be progressed by the
Council on Federal Financial Relations. The Committee looks forward to the review
ProCESS CONEINUING. oottt et e e e e e e e e e e e e 27
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The original underlying principles and terms of the /ntergovernmental
Agreement on Federal Financial Relations are considered sound. However,
departures from these principles by successive Commonwealth Governments in its
administration of National Partnership Agreements have created challenges and
uncertainties for the Victorian Government in its management of the State Budget
and for a number of Victorian Government departments and community sector
organisations involved in the provision of services and programs...................... 28

RECOMMENDATION 3: As part of the ongoing review of federal financial

relations, there is a need for the Council of Australian Governments to revisit

the principles outlined in the Intergovernmental Agreement on Federal Financial
Relations as they relate to National Partnership Agreements and to encourage
Commonwealth and State and Territory Governments to abide by the principles

and guidelines supporting the Intergovernmental Agreement. . .................... 30

3 Establishment of National Partnership Agreements page

Council on Federal Financial Relations policy guidance states
that National Partnership Agreements are generally not appropriate funding
arrangements for ongoing financial support to the States and Territories. The
guidance indicates that National Partnerships are typically aimed at national
reform priorities or specific service delivery improvement. ........................... 37

There are three types of payments which can be made by the
Commonwealth to the States under a National Partnership:

* Project payments which relate to funding provided to deliver specific projects
or which are used to enhance the quality or quantity of service delivery and
support national objectives;

* Facilitation payments which are provided to advance nationally significant
reform as a “one-off” or “in-advance” payment; and

* Reward payments which are dependent upon the achievement of specific
and ambitious performance targets or benchmarks attached to nationally
significant reform. ... o 38

Intergovernmental Agreement on Federal Financial Relations
policy guidance states that when drafting National Partnership Agreements
the Commonwealth Government may circulate and discuss policy and program
design issues with State and Territory portfolio agencies. However, draft National
Partnership Agreements cannot be provided to State and Territory portfolio
agencies for feedback and negotiation during the drafting stage...................... 42

Earlier opportunity for the Victorian Government to participate and
negotiate a National Partnership Agreement potentially leads to better designed
Agreements containing realistic and achievable outcomes. Earlier involvement
would enable Victoria to contribute its practitioner knowledge and experience in
policy and program design issues relevant to the specifications of an Agreement. . ..... 43
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RECOMMENDATION 4: The Victorian Government should investigate

opportunities to have earlier input to the Commonwealth Government’s design

and drafting of National Partnership Agreements. Earlier engagement and

consultation would enable Victoria to maximise its knowledge and expertise in

the design of the delivery and targeting of services to areas of highest priority, in

the most efficient and effectivemanner.. ...t i i e 43

A meaningful partnership between the Victorian and Commonwealth
Governments is essential to ensuring that taxpayers’ funds are used in a careful and
considered way, and in a manner which seeks to maximise outcomes for citizens in
the State. . 44

RECOMMENDATION 5: The Victorian Government should develop a strategy

which identifies the key improvements which could be made to the consultation

and negotiation of National Partnership Agreements with the Commonwealth
Government. These improvements should be consistently advocated by the

Victorian Government during any informal and/or formal interactions with the
Commonwealth Government. . ... ...ttt i i it et it et 44

The Victorian Government has established internal engagement
processes through its central agencies to actively identify and monitor issues
related to the implementation and negotiation of agreements under the
Intergovernmental Agreement on Federal Financial Relations, including National
Partnership Agreements. . ...t 45

4 Funding for National Partnership Agreements page

The Department of Treasury and Finance includes estimates of
Commonwealth Government funding, including National Partnership funding,
with details of estimates for individual National Partnership Agreements within
each sector of government activity in State Budget Papers. However, actual
Commonwealth Government funding received is not reported in a similar level of
detail in the State’s Annual Financial Reports. As a result, full transparency around
Commonwealth Government funding provided to Victoria for Specific Purposes,
including National Partnership funding, is limited. ............... .. . ... 50

RECOMMENDATION 6: The Department of Treasury and Finance should report
actual payments received from the Commonwealth Government, including
National Partnership funding, in its Annual Financial Reports with a view to
providing the same detailed format as that provided in the State Budget Papers.
This would provide:

e agreater level of completeness, transparency and accountability over
Commonwealth payments budgeted, received and spent by the State of
Victoria; and

» facilitate tracking and reconciliation of Commonwealth Government funding
£ o T ot o) 4 T VA 50
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Findings and Recommendations

Total Victorian Government revenues and expenditures have
increased, and are expected to increase, over 2008 to 2019 by a Compound Annual
Growth Rate (CAGR) of five per cent. The CAGR of Commonwealth Government
funding to Victoria over the same period is four per cent. Figures also indicate
that, between 2008 and 2015, there has been a change in the composition of
Commonwealth Government funding to Victoria with a reduction in National
Partnership funding but an increase in funding through other Commonwealth
payment categories. This reflects changes in the policy objectives and funding
priorities of different successive Commonwealth and Victorian Governments........... 51

Commonwealth National Partnership funding levels have fallen
across all States and Territories since 2008-09. Victoria has the third highest
decrease in Compound Annual Growth Rate in National Partnership funding among
all States and Territories behind South Australia and Tasmania over the seven year
period 2008-00 10 201415, . . ..ot 53

Although there is increased funding in General Revenue Assistance
and National Specific Purpose Payments, National Partnership funding to Victoria
as a proportion of Victorian Government total expenditure has been decreasing
since 2008-09 from 19 per cent in 2008-09 to 3 per cent in 2014-15. National
Partnership funding to Victoria is expected to remain significantly low (at around
4 per cent) in the forward estimates period 2015-16 t0 2018-19. .. ..................... 55

The proportion of Commonwealth National Partnership funding
provided to Victoria to support service delivery was consistently significant over
the period 2009-10 to 2014-15. Approximately 50 per cent of the total National
Partnership funding provided to Victoria in 2014-15 was applied to service delivery
puUrposes iNthe State. . ... 60

Commonwealth National Partnership funding provided to support
service delivery creates problems for Victoria especially in those instances where
funding supports ongoing or long-term service provision such as for homelessness,
education, health and legal assistance services. The use of National Partnership
Agreements for these purposes is inconsistent with the original principles and
intent for National Partnerships as outlined in the 2008 /ntergovernmental
Agreement on Federal Financial Relations. . .......... ... ... 61

The level of Commonwealth National Partnership funding to the
Victorian Health sector has fluctuated over the six year period 2009-10 to 2014-15.
The proportion of funding used for service delivery purposes has remained
significant over the period at around 25 to 40 per cent of total National Partnership
funding to the Victorian Health Sector.. ... . e 63

A significant amount of Commonwealth National Partnership funding
provided for the Education sector in Victoria in 2009-10 and 2010-11 was used for
capital works and infrastructure improvements in schools as part of the Nationa/
Partnership Agreement on Building the Education Revolution. Since 2011-12, a
significant proportion of National Partnership funding provided to the Education
sector has been used for service delivery purposes, comprising around 55 per cent
of National Partnership funding to this sector and more recently as high as
83 per centin 2014-15. o 66
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Commonwealth National Partnership funding provided to Victoria for
the Skills and Workforce Development sector has been on an increasing trend since
first introduced in 2010-11. Funding applied to service delivery in this sector has
been significant, especially since 2012-13 when reforms to the Vocational Education
and Training sector COMMENCED. . . ...ttt 68

Commonwealth National Partnership funding provided to Victoria
for the Community Services sector has been wholly utilised for service delivery.
Funding amounts have remained fairly constant over the seven year period
2008-00 10 201415, .ottt 69

The sudden cessation of funding in 2014-15 provided for under the
National Partnership Agreement on Certain Concessions for Pensioner Concession
Card and Seniors Card Holders resulted in the Victorian Government compensating
for the loss of $73.8 million in the Commonwealth Government’s contribution for
the CONCESSIONS PrOGIAM. .« .ottt ettt e e e e e e e e e e e e 69

Commonwealth National Partnership funding provided to the
Affordable Housing sector in Victoria has fallen significantly over the seven year
period 2008-09 to 2014-15. In 2009-10, significant National Partnership funds
were provided to boost the supply of social housing stock and as part of the
Commonwealth Government’s economic stimulus package in response to the
global financial crisis. Since 2012-13, National Partnership funding in this sector has
been utilised mainly for service delivery. . ... 72

Commonwealth National Partnership funding to Victoria for the
Infrastructure sector has varied over the period 2008-09 to 2014-15 and has
reflected specific, significant infrastructure projects which have been built in
Victoria in partnership with the Commonwealth Government. National Partnership
funding to the Infrastructure sector was at its highest level in 2013-14 at $2.95
billion and its lowest level in 2014-15 at $473 million. . ......... ... 74

Commonwealth National Partnership funding provided for the
Environment sector in Victoria has been predominantly used for infrastructure and/
or capital works projects with funding levels in recent years on an increasing trend.
These recent payments have related to funding for the Sustainable Rural Water Use
and INfrastructure Program.. . ... ....... .o 75

National Partnership funding categorised as “Contingent” relates to
Commonwealth Government payments for unusual or extraordinary circumstances
or instances where the Commonwealth Government has committed to provide
compensation when an event occurs. Significant payments were provided to
Victoria to support disaster recovery programs following the 2009 Victorian
Bushfires and the 2011 major flooding across western and central Victoria.............. 77
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National Partnership funding to Victoria categorised as “Other” has
generally been applied for service delivery purposes with the majority of funding
relating to the National Partnership Agreement on Legal Assistance Services.
Funding in this category has been relatively stable over the period 2008-09 to
2014-15, with the exception of the two year period 2011-12 to 2012-13 when about
$106 million was provided by the Commonwealth Government as a “once-off”
additional payment for Victorian health services and approximately $57 million was
provided for specific economic reforms under the National Partnership Agreement
to Deliver a Seamless National ECONOMY.. . ... .. e 79

The Commonwealth Government has provided funding to support
home and community care services in Victoria over a long period predating the
Intergovernmental Agreement on Federal Financial Relations. From 2008-09 this
support was provided under a National Partnership Agreement. Between 2008-09
and 2015-16, the Victorian Government contributed approximately $2.22 billion in
State funding as part of this Agreement. From 1 July 2016, the National Partnership
Agreement on Home and Community Care will be replaced by a new Bilateral
Agreement between the Commonwealth and Victoria aimed at transitioning
responsibilities for aged care and disability services.. ... i 82

The Aged Care Assessment Program has been jointly funded by
successive Commonwealth and Victorian Governments since 2008-09. Successive
Commonwealth Governments have committed to contributing approximately
63 per cent of Program funding over the period 2008-09 to 2015-16, with Victoria
providing the balance. Over the same period successive Victorian Governments
have committed to providing approximately $99.1 million in State funding to this
Program. The Agreement with the Commonwealth Government is contracted to
cease on 30 June 2016, after which Victoria will continue to fund the Program until
B0 JUNE 2018, o it 83

In 2008-09 the National Partnership Agreement on Certain
Concessions for Pensioner Concession Card and Seniors Card Holders replaced
long standing indexed Commonwealth Government funding which had been
provided in support of concessions since 1993. Victoria has committed to providing
approximately 90 per cent of the funding or $4.08 billion for these concessions
since 2008-09. In 2014-15, the Victorian Government assumed full policy and
funding responsibility for the concessions program when the Commonwealth
Government unexpectedly terminated the National Partnership Agreement on
Certain Concessions for Pensioner Concession Card and Seniors Card Holders.. .. ...... 84

The National Partnership Agreement on Homelessness commenced
in 2009-10 with almost equal contributions from the Commonwealth and Victorian
Governments. Since 2012-13 the Victorian Government has provided a greater
share of the funding in relation to this Agreement. The Victorian Government has
also contributed approximately $33.5 million in capital and support funding for
social housing between 2009-10 and 2013-14. . ... ..ottt 85

Marginal increases in Commonwealth Government funding under
the National Partnership Agreement on Legal Assistance Services have not kept
pace with increasing demand for these services or with the cost of providing
the services. As such, successive Victorian Governments have had to contribute
additional and increasing amounts of State funding to addressthegap................ 87
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Successive Victorian Governments have contributed significant levels
of State funding to support a number of National Partnership Agreements entered
into with the Commonwealth Government since 2008. In addition, a number of
services and programs established through National Partnership funding have
received continued support from the Victorian Government after an Agreement
has expired or been terminated. Any incumbent Victorian Government, signing
up to a National Partnership Agreement with the Commonwealth Government,
is responsible for managing the expectations and output expenditure of these

time-limited AgreementS. ... 90
5 Impact of changes to National Partnership
Agreements page

The Committee notes that National Partnership funding can be
deferred before the commencement of an agreed funding period and varied
without prior notice and without any further commitment from the Commonwealth
Government to continue funding. These funding amendments have a direct and
immediate impact on eligible clients and create uncertainty for the Victorian
Government and service providers in planning future service delivery.................. 95

RECOMMENDATION 7: The Victorian Government should actively encourage

the Commonwealth Government to commit to maintaining the initial length of
agreement and funding terms specified in National Partnership Agreements and

avoid amendmentsand deferrals. ...l i e 95

Commonwealth National Partnership funding provided to support
legal assistance services in Victoria remained relatively stable over the period
2010-11 to 2014-15. Limited indexation of legal assistance funding has meant that
the Victorian Government has chosen to provide additional funding to meet
increasing service demand. The funding set out in the renegotiated five-year
National Partnership Agreement on Legal Assistance Services, suggests that this
funding gap will worsen between 2015 and 2020. . ...t 97

There is a lack of transparency in relation to the funding formulas
applied by the Commonwealth Government in determining funding provided
through National Partnership Agreements for specific service delivery areas such
aS [egal @SSIStANCE SEIVICES. . . .ttt e e e 98

RECOMMENDATION 8: The Victorian Government should seek to negotiate

and work with the Commonwealth Government to achieve a formalised and

transparent funding model with indexation that considers appropriate factors

relevant to specific areas of service delivery when negotiating and agreeing

funding for each National Partnership Agreement. This would provide for fairer

and more productive negotiation and discussion between the Commonwealth

and Victoria about needs and priorities within specific service delivery areas. ........ 98
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The Victorian Government’s total nominal expenditure on
homelessness services has been on an increasing trend since 2010-11 while
Commonwealth Government funding provided under the National Partnership
Agreement on Homelessness is diminishing in real terms. As a result the funding
gap between Commonwealth financial support for homelessness services and
expenditure Needs IS WIdeNiNg. . ...ttt 100

The renegotiated National Partnership Agreement on Homelessness
for 2015-17 does not fully fund increases in wage indexation for salaries in the
community services sector or for increasing demand for homelessness services.
As a result, the value of funding provided by the Commonwealth Government has
been effectively eroded over time. ... ... 100

Funding provided for some National Partnership Agreements,
particularly those supporting the provision of ongoing services such as
homelessness, and legal assistance, does not fully fund population growth,
demand factors, and cost/price indexation. This inadequate indexation of funding
for renegotiated National Partnership Agreements has a direct impact on the
Victorian State Budget and has the potential to impact the effectiveness of
important services to the Victorian community. ......... . i 101

RECOMMENDATION 9: The Victorian Government should negotiate and

work with the Commonwealth Government to develop a robust process and

mechanism to take appropriate account of population growth, service demand,

and cost/price factors, in funding indexation formulas. This is critically important

to maintain the relevance and effectiveness of National Partnerships as a

realistic method of support for ongoing services, such as legal assistance and
homelessness services, to vulnerable members of the Victorian community.......... 101

Short-term funding of the National Partnership Agreement on
Universal Access to Early Childhood Education and late notice of renewal or
renegotiated Agreements have posed significant challenges for the Victorian
Government, Local Government, kindergartens and other service providers,
endeavouring to plan their current and future workforce requirements and
PrOGraM AelVEIY. . .t 105

Short-term, last minute funding decisions have created an
environment of uncertainty for the homelessness services sector, impacting
staffing and operations. With inadequate funding and uncertainty about
future funding, service providers are unable to effectively forward plan their
services or support the development of their workforce. While noting that the
right funding arrangement should be considered and that the Commonwealth
Government’s budgetary position has limited capacity, it is still the responsibility
of any incumbent Victorian Government to manage the output expenditure and
expectations of any time-limited National Partnership Agreements. ................. 107

Changes made by the Commonwealth Government over the past
seven years, and in particular since July 2013, to the Project Agreement for the
National Perinatal Depression Initiative have impacted the planning and resourcing
of service delivery. Cessation of this Project Agreement will likely make it more
difficult for women and their families affected by mental iliness in the perinatal
period to access affordable assistance without Victorian Government support......... 109
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Uncertain future Commonwealth Government funding and reductions
in funding creates job insecurity and job losses and ultimately disadvantages client
outcomes. The uncertainty around whether a National Partnership Agreement will
be renegotiated presents risks that more Victorians in disadvantaged groups may
not receive the Necessary assSiStanCe. . .. ..ottt e 110

Short-term funding of National Partnership Agreements by the
Commonwealth Government create uncertainty around the provision of services
over the longer term and increase the risk of entrenched disadvantage, service
inefficiencies and potentially less effective outcomes for vulnerable members of
the Victorian community. While noting that the right funding arrangement should
be considered, any incumbent Victorian Government still has the responsibility
to manage the output expenditure and expectations of any National Partnership
AN S, .ot 110

RECOMMENDATION 10: The Victorian Government should stress to the

Commonwealth Government the critical importance of longer term National

Partnership Agreements, which provide some certainty around both future

funding levels and the timing of the renegotiation of expiring agreements, or
transitioning to other suitable and sustainable funding arrangements. This would

assist the efficient and effective delivery of important community services in

Victoria and the achievement of effective outcomes for Victorians in receipt of
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When Commonwealth Government funding provided through
the National Partnership Agreement on Youth Attainment and Transitions
ceased in 2014-15, the Victorian Government provided State funding to support
the continuation of some of these programs. This demonstrates that National
Partnership Agreements are not the most suitable funding mechanism for services
and programs which are ongoing in nature. . ...t 114

Commonwealth Government funding provided through the National
Partnership Agreement on Digital Education Revolution assisted a rapid expansion
of Information and Communications Technology in the Victorian government
school sector, specifically in secondary schools. The National Partnership
Agreement on Digital Education Revolution expired in 2013, ............c ... 15

While noting that successive Commonwealth Governments tend

to have differing policy objectives and hence different funding priorities, the
Commonwealth Government did not provide any indication that the 2014-15

Project Agreement for Indigenous Teenage Sexual and Reproductive Health and

Young Parent Support would not be renewed, until the release of the 2075-16
Commonwealth Budget. The expiration in June 2013 of the National Partnership
Agreement on Closing the Gap in Indigenous Health, in addition to the expiry of

the Project Agreement for Indigenous Teenage Sexual and Reproductive Health

and Young Parent Support, means that there is currently no inter-governmental
agreement in place which focuses on Aboriginal Health. ............................ 18
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Commonwealth Government funding provided through National
Partnership Agreements can create increased service capacity and/or additional
programs to address ongoing demand/issues in the community. When these
National Partnership Agreements lapse they leave a funding gap which directly
impacts the provision of programs and services to vulnerable Victorians. While
noting that any incumbent Victorian Government still has the responsibility of
managing the output expenditure and expectations of time-limited National
Partnership Agreements, the loss of these programs or reductions in their
availability, puts increased pressure and risks on the physical and mental health
outcomes and education and employment opportunities, of disadvantaged and
vulnerable members of the Victorian community........... ... 18

RECOMMENDATION 11: There is a need for the Commonwealth Government

to recognise that National Partnership funding enables the establishment of

increased service capacity in a number of important areas of State service

provision in the education and health sectors. In its negotiation with the

Commonwealth Government, the Victorian Government should stress the need

for longer term financial support for programs and initiatives which have proven

to be effective in terms of their outcomes, such as programs to assist disengaged

youth transition to training and/or employment opportunities. ..........couvun... 18

The National Partnership Agreement on Certain Concessions
for Pensioner Concession Card and Seniors Card Holders was terminated
without advance notice as part of savings measures announced in the 2074-15
Commonwealth Budget. The Commonwealth Government’s termination of this
National Partnership Agreement led to a loss of $73.8 million in Commonwealth
funding in 2014-15 and an anticipated total loss of $229.6 million over the three
year period 2014-15 to 2016-17. The Victorian Government has continued to fund
the Concessions program from State Budget resources.. ..., 122

The Commonwealth Government’s termination of the National
Partnership Agreement on Preventive Health in the 2014-15 Commonwealth
Budget, has resulted in a loss of $89.5 million to Victoria..............ccov ... 125

Early termination of the National Partnership Agreement on
Preventive Health by the Commonwealth Government has resulted in a cessation of
a range of programs targeted at smoking, nutrition, alcohol and physical activity in
14 local government areas across Victoria. The loss of Commonwealth Government
funding for these preventive health initiatives has also resulted in job losses at the
local government level and impacted many residents of local communities............ 126

Commonwealth Government funding provided under the National
Partnership Agreement on Preventive Health was significantly important to
Victorian communities in helping people to change their lifestyles and for the
Victorian Government to develop and implement programs aimed at addressing
the increasing prevalence of preventable chronic diseases. ..................ccovu... 128

Inquiry into the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements xXxiii



Findings and Recommendations

XXiv

Commonwealth Government funding provided under the National
Partnership Agreement on Improving Public Hospital Services ceased in 2013-14
with the loss of reward payments to Victoria totalling $49.6 million. In the
absence of ongoing Commonwealth funding to support the increased capacity in
emergency, elective surgery and sub-acute services in Victorian public hospitals,
the Victorian Government has made adjustments through its annual budget
processes to maintain the increased service delivery levels.. . ........................ 130

The Commonwealth Government terminated the National
Partnership Agreement on Training Places for Single and Teenage Parents in
2013-14, one year before funding was due to expire, resulting in a loss in funding
to Victoria of $6.3 million for programs aimed at providing training places for
EBNAgE PArENES.. . oo 131

In 2014-15 the Commonwealth Government prematurely terminated
a number of National Partnership Agreements amounting to a loss of future
funding to Victoria under those Agreements totalling approximately $420 million,
as a result of a change in the Commonwealth Government’s policy decisions
and funding priorities. This loss of Commonwealth Government funding caused
disruption to a number of important community service programs and initiatives
and impacted Victoria’s State Budget as the Victorian Government committed to
support ongoing services and programs in a number of key areas of service delivery...132

Whilst not legally enforceable documents, National Partnership
Agreements are intended to commit Parties to the Agreement to the provisions
set out in those Agreements, including the tenure and funding to be provided. The
early termination of National Partnership Agreements has had serious ramifications
for programs and services underway in Victoria.. .. ... 133

RECOMMENDATION 12: The Victorian Government should seek confirmation

from the Commonwealth Government about its commitment to the clauses

and provisions set out in National Partnership Agreements and seek to reach

an agreement with the Commonwealth Government on a suitable process for
renegotiating National Partnership Agreements, in the event of a change in
Commonwealth Government policy and funding priorities..................vvutt. 133

Other issues related to the use of National
Partnership Agreements page

National Partnership Agreements established between successive
Commonwealth and Victorian Governments since 2008 have taken a variety of
forms. The particular characteristics of each Agreement vary depending upon the
sectors in which they are initiated, the purposes for which they are initiated, and
the relationship between the portfolio departments at the Commonwealth and
State and Territory Government levels involved in the negotiation process. ........... 136

In an effort to provide greater consistency around National
Partnership Agreements, the Commonwealth Government has issued guidelines
for Commonwealth portfolio departments which set out processes for drafting,
negotiating, finalising and varying Agreements. ........... ..o 136
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Commonwealth Government guidelines state that funding
agreements that pre-date the Intergovernmental Agreement on Federal Financial
Relations framework involving payments to the States and Territories which are not
rationalised into National Specific Purpose Payments, have been “deemed” to be
National Partnerships. . ... 137

Commonwealth Government guidelines state that all National
Partnership Agreements should include a review process to be undertaken no later
than six to 12 months prior to the expiry of an Agreement to assist the decision-
making process around whether funding should continue............................ 138

Under the Intergovernmental Agreement on Federal Financial
Relations, the Council on Federal Financial Relations can make an assessment
about whether expiring National Partnerships should continue and if so, make
a recommendation to the Council of Australian Governments on the form of
any ongoing funding. However, this recommendation must incorporate funding
decisions made as part of the Commonwealth budget process. ...................... 138

RECOMMENDATION 13: Victorian Government central agencies should present

a strong case to the Council on Federal Financial Relations that National

Partnership Agreements are an inappropriate funding mechanism for ongoing

services and that there are significant benefits for both the Commonwealth

and the State in moving the funding arrangements for these services to a more

effective and appropriate recurrent funding arrangement. ............... .. ... 140

The Home and Community Care Program, which has received
Commonwealth Government funding under a National Partnership Agreement
since 2008-09, is being transitioned to a different funding arrangement from
1July 2016 as a result of the Bilateral Agreement on Transitioning Responsibilities
for Aged Care and Disability SEIVICES.. . . ... ... e 141

Whilst initial funding contributions from the Commonwealth
Government to support the provision of homelessness services in Victoria through
the National Partnership Agreement on Homelessness have been beneficial, there is
a need for a longer term, more appropriate funding arrangement to be negotiated
by the Department of Health and Human Services and Victorian Government
central agencies with the Commonwealth Government................ ... . covii... 141

The constant changes made by the Commonwealth Government to
funding support provided through National Partnership Agreements for public
dental services have impacted the number of public dental clients treated and
public dental waiting times in Victoria.. . ... 142

The Commonwealth Government’s termination of the National
Partnership Agreement on Certain Concessions for Pensioner Concession Card
and Seniors Card Holders means that the Commonwealth Government no
longer provides any contribution for concessions provided by the Victorian
Government to Commonwealth concession card holders. This represents a loss
of around $70 million per annum in Commonwealth Government funding for this
entitlement Program. ... 143
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The Commonwealth Government has contributed to the provision
of legal services to assist disadvantaged Victorians over a long period. Since 2010,
the Commonwealth Government’s contribution has been provided through a
short-term National Partnership Agreement. This is despite the fact that service
provision is well established and demand for the services continue to increase.
There is a need for a more sustainable funding arrangement to be agreed with the
Commonwealth Government to support this service provision into the future.......... 144

Commonwealth Government funding provided under the National
Partnership Agreement on Universal Access to Early Childhood Education
since 2008-09 has assisted Victoria in increasing the provision of early
childhood education services. However, as this level of service provision is now
well established and expected within the community, there is a need for the
Commonwealth and State Governments to negotiate transitioning this funding
from a short-term National Partnership Agreement to a more sustainable, core
fUNAING ArraNgEMENt. . . .ot 145

National Partnership funding for ongoing service delivery does not
align with the original intent and principles outlined in the Intergovernmental
Agreement on Federal Financial Relations. Changes to National Partnership
funding and continued negotiation of short-term funding arrangements, without
transition to a more appropriate funding mechanism, has the potential to disrupt,
as well as compromise, the quality of service delivery. ................ ... ... 147

RECOMMENDATION 14: The Victorian Government central agencies should

actively advocate, through the Council on Federal Financial Relations, for

the development and agreement of clear and objective criteria to assess the

continued suitability of National Partnership funding arrangements for the

delivery of certain programs and services in Victoria. Such criteria could be

used to determine whether funding should be placed on a more suitable and
sustainable funding basis. This is especially critical where services

are well established and there is evidence of increasing demand within
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The Department of Premier and Cabinet undertakes monitoring
and oversight during the negotiation of National Partnership Agreements to
ensure that Victoria’s reporting to the Commonwealth Government is meaningful,
commensurate with the value and size of the Agreement, and includes clear and
appropriate governance and accountability arrangements. ........... .o L 149

RECOMMENDATION 15: The Victorian Government should continue to enhance

its engagement activity and processes with the Commonwealth Government in

an effort to minimise the negotiation and administrative costs associated with

National Partnership Agreements. . ........oiiiiiii it ittt eiaee i eanns 149

Where prescriptive requirements and conditions are detailed by
Commonwealth Government portfolio departments in National Partnership
Agreements, this restricts Victoria’s flexibility over the use of funds and potentially
inhibits the funding being used in the most effective way and to achieve the best
outcomes for particular groups within the Victorian community. ..................... 152
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RECOMMENDATION 16: In their negotiations with the Commonwealth
Government, it is important that Victorian Government portfolio departments
take action to ensure that National Partnership Agreements:

* provide flexibility to allow for innovation and service delivery responses that
reflect changing needs and evolving evidence of best practice within the
State of Victoria; and

e avoid over prescription by Commonwealth Government portfolio
departments with regard to how funds provided by the Commonwealth are
applied by the State. . ... i i it i sttt 152

More work is required by the Coalition of Australian Governments
and the Council on Federal Financial Relations to evaluate and seek to streamline
reporting requirements attached to Commonwealth Government funding.
This includes those related to the significant number of National Partnership
Agreements in place between the Commonwealth and the States, and to reduce
the reporting burden on State and Territory Governments. ................cooooo. ... 155

National Partnership Agreements can provide opportunities for
the collection of meaningful data to assist policy design, implementation and
evaluation of the outcomes of government programs and initiatives. However,
uncertainty around continued funding for some programs has meant that data
collection and analysis has ceased well before the outcomes can be fully evaluated. . ..156

There is a need for the Coalition of Australian Governments to
continue to review the implications of reporting requirements specified in National
Partnership Agreements, on the cost of data collection for State and Territory
Government departments and agencies and for local service providers, and to
work towards more streamlined reporting processes wherever possible............... 157

RECOMMENDATION 17: The Victorian Government continue to work with

the Commonwealth Government, local government and service providers to

streamline data collection processes in an effort to enable more economic

reporting on the effectiveness of National Partnership Agreements................. 157

Performance indicators specified in National Partnerships do
not always:

* align with the original objectives and principles as set out in the
Intergovernmental Agreement on Federal Financial Relations to focus on
performance outcomes;

« consider the relevance, appropriateness and practicality of linking
performance to funding; and/or

* provide for flexibility and adaptation as a program or service is delivered. ....... 160

RECOMMENDATION 18: In negotiating National Partnership Agreements,

Victorian Government portfolio agencies should ensure that key performance

indicators and measures set out in Agreements are practical, appropriate and

align with the objectives, principles and guidelines established under the
Intergovernmental Agreement on Federal Financial Relations. ..................... 161
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A 2013 report on Effective and Efficient Intergovernmental
Accountability found that the Victorian Government incurs marginal costs of
$10-$12 million to comply with formal reporting requirements under National
Partnership and Project Agreements. . . ..ottt 162

Compliance and accountability for Commonwealth Government
funding provided through National Partnership Agreements needs to be
cost-effective and proportional to the nature, size and purpose of the
fUNAING ACEIVILY. ..o 162

Despite the Commonwealth Government’s indication of support
for streamlined reporting wherever possible, National Partnership Agreement
reporting requirements remain a burden for the Victorian Government and funded
SBIVICE PIOVIAOr S, . o oottt sttt e e 163

Representatives of community service providers indicated that the
administrative burden attached to meeting the reporting requirements of National
Partnership Agreements can be onerous and can ultimately impact on service
delivery. In addition, some reporting requirements were considered to be of little
usefulness and others seemed to be duplicated by jurisdictions. ..................... 165

RECOMMENDATION 19: New reporting requirements prescribed in a National
Partnership Agreement should be verified or audited against existing reporting

and compliance requirements to minimise unnecessary duplication in data

collection and reporting activity for Victorian Government departments and local
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RECOMMENDATION 20: Lead Victorian Government portfolio agencies, such as

the Department of Health and Human Services and the Department of Education

and Training, responsible for funding community sector organisations, should

liaise with peak organisations, such as the Victorian Council of Social Service, the
Victorian Healthcare Association and the Australian Charities and Not-for-Profit
Commission, in an effort to streamline reporting requirements for community
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Reporting requirements prescribed in National Partnership
Agreements are necessary for public accountability and effective performance
assessment. However, the Committee was advised that the number of smaller
National Partnership Agreements and the reporting requirements in Agreements
can be excessive, prescriptive, onerous, and result in some duplication. This can
contribute to an additional administrative burden for Victorian Government
departments, local government and service providers. . ... 166

RECOMMENDATION 21: The Victorian Government portfolio departments

and central agencies continue to actively negotiate with their Commonwealth
Government counterparts for improvements and simplifications to

intergovernmental reporting processes related to funding provided by the
Commonwealth Government through National Partnership Agreements............. 166
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7 Impact of changes to National Partnerships on
the cost of living for Victorians page

There is no consistent methodology in place for the indexation of
Commonwealth National Partnership funding. Using the Consumer Price Index as
a common method of indexing funding may not always be the most relevant index
as in many cases the costs associated with service provision are higher than the
increase in the Consumer Price Index. In addition, the Consumer Price Index does
not take into account specific changes in the demographics of the client base and
changes in demand for SEIVICES. . ...ttt e 175

RECOMMENDATION 22: The Victorian Government should negotiate with the
Commonwealth Government to ensure that indexation reflects appropriate

factors relevant to the nature of the services being funded through National

Partnership Agreements. This would assist in ensuring that Commonwealth

financial support for State delivered government services and programs is

more sustainable.. ... ... i i e i i i, 175

The Committee found a number of difficulties in measuring the
impact of changes in National Partnership Agreements on the cost of living in
Victoria due to:

« theinability to identify an appropriate index for measuring the impact of
changes in the cost of living of various groups within the Victorian community;

* avariety of categories of concession card holders in the Victorian community;
and

* alack of appropriate data and analysis to demonstrate a direct causal link
between, changes to National Partnership funding provided for government
services and programs, and changes in the cost of living. ...................... 176

The Committee was unable to obtain sufficient relevant evidence
to definitively determine and quantify the impact of changes to National
Partnership Agreements on the cost of living for Victorians and in particular,
Concession Card holders. However, the Victorian Government determined to
cover the loss in Commonwealth Government funding to support the Concessions
Program in ViCtoria.. . ..o 179

The Committee identified a number of National Partnership
Agreements which might have the potential, if not adequately addressed, to
impact some of the householder expenses influencing the ‘cost of living’ in Victoria
(such as expenses associated with public transport, rents, education and health)
and also factors which enable individuals to increase their household income
through increased opportunities to participate in the workforce...................... 181
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‘| Introduction

1.1 Background to the Inquiry

On 5 May 2015, the Legislative Assembly of the Parliament of Victoria requested
the Committee to inquire, consider and report on the impact on Victorian
Government service delivery of changes to National Partnership Agreements.

In particular, the Committee was required to address the following Terms
of Reference:!

(a) identify and report on funding levels and any additional services the
Victorian Government provides or has provided as a result of all National
Partnership Agreements entered into since the 2008 Intergovernmental
Agreement on Federal Financial Relations was entered into;

(b) examine all expiring, lapsing or amended National Partnership Agreements
and the resulting changes to service delivery that have occurred or will occur
in health, education, homeless services and legal assistance, and any other
area of service delivery the Committee sees as relevant to the inquiry;

(c) identify any risks associated with the changes to service delivery referred to
in paragraph (b); and

(d) determine the impact of the changes referred to in paragraphs (a) and (b) on
cost of living for Victorians, in particular, concession card holders.

Due to a number of other commitments in the Committee’s 2015-16 work
program, two time extensions were granted to the initial reporting deadline of
1 December 2015.

1.2 The Committee’s approach to the Inquiry

The Committee’s approach to the Inquiry has involved evidence gathering
and analysis of information sourced from Victorian Government departments
and agencies, Commonwealth Government agencies and a number of
non-government organisations.

In making its findings and recommendations, the Committee considered:

» submissions from the Victorian Government and non-government
organisations;

- evidence taken at public hearings held in November 2015;

1 Victorian Parliamentary Debates, Legislative Assembly, 5 May 2015, p.1210 (Hon. Jacinta Allan MLA)
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« responses to questionnaires, questions on notice and follow-up questions
sent to a number of Victorian Government departments and other public
sector and non-government organisations;

- information gathered during an official visit to Canberra in August 2015;
and

- information gathered through desktop research.

The Committee is appreciative to all parties providing information through
submissions, questionnaire responses and evidence at public hearings.

The information received has greatly assisted the Committee in undertaking
the Inquiry. Further details in relation to this information follow.

1.2.1 Submissions to the Inquiry

In June 2015, advertisements were placed in The Australian Financial Review,
The Age and The Australian newspapers inviting public submissions addressing
the Inquiry’s terms of reference.

The Committee received five public submissions from the following
organisations:

«  Municipal Association of Victoria

« Public Health Association of Australia (Victorian Branch)
« Victorian Council of Social Service

» Victorian Healthcare Association

« Knox City Council

In July 2015, the Committee wrote to the Department of Premier and Cabinet,
Department of Treasury and Finance and a number of other Victorian
Government departments which were in receipt of funds through National
Partnership Agreements, inviting them to make a submission to the Inquiry.

In response to this invitation, on 21 August 2015 the Committee received a whole
of Victorian Government submission coordinated by the Department of Premier
and Cabinet. The submission provides detailed information in regard to a
number of National Partnership Agreements which have been identified to have
had a significant impact on the capacity of the Victorian Government to deliver
services in the areas health, education, homelessness, and legal assistance.

The submission also provides some historical context around the original
purpose of National Partnership Agreements and the recent trends which have
emerged through the negotiation of these Agreements with the Commonwealth
Government. The submission provided the Inquiry with excellent data in relation
to the achievements and operation of these National Partnership Agreements
since 2008, and also the impacts of amendments to National Partnership funding
on services and programs delivered in Victoria.

Submissions to the Inquiry can be found on the Committee’s website
(www.parliament.vic.gov.au/paec).
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1.2.2 Questionnaires to Departments

In October 2015, the Committee sent questionnaires to the following departments
seeking further details in relation to information provided in the Victorian
Government submission:

« Department of Premier and Cabinet

«  Department of Treasury and Finance

« Department of Education and Training

« Department of Health and Human Services

« Department of Justice and Regulation
On 6 November 2015, the Committee received a whole of Victorian Government
response to the questionnaires, coordinated through the Department of Premier

and Cabinet. The response can be found on the Committee’s website
(www.parliament.vic.gov.au/paec).

1.2.3 Public hearings

On 17 and 19 November 2015, the Committee held public hearings with the
following Victorian Government departments and non-government
organisations:

- Department of Premier and Cabinet

« Department of Treasury and Finance

« Department of Education and Training

« Department of Health and Human Services

« Department of Justice and Regulation

»  Knox City Council

« Municipal Association of Victoria

« Victorian Council of Social Service

« Victorian Healthcare Association
The hearings provided the Committee with an opportunity to further explore
issues associated with the negotiation, implementation and effectiveness of

National Partnership funding arrangements to deliver specific programs and
initiatives in Victoria.

Transcripts of the hearings together with any accompanying slide presentations
can be found on the Committee’s website (www.parliament.vic.gov.au/paec).

A list of witnesses appearing at the public hearings is provided at Appendix 6.
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1.2.4

1.2.5

1.3

Questions on notice and further follow-up questions

Following the public hearings, the Committee remitted any questions taken on
notice together with requests for further information to the relevant departments
and non-government organisations attending the hearings.

The responses to these questions on notice and follow-up questions can be found
on the Committee’s website (www.parliament.vic.gov.au/paec).

Committee visit to Canberra

Members of the Committee travelled to Canberra on 27 and 28 August 2015 to
gather information about accountability and performance reporting in respect
of Commonwealth Government grants to the States and Territories and the
effectiveness of National Partnership Agreements as a funding mechanism
under the Intergovernmental Agreement on Federal Financial Relations.
Committee members met with representatives of the:

- Parliamentary Budget Office;
« Australian National Audit Office; and

« Australian Institute of Health and Welfare.

The Committee also met with two members of the Commonwealth Parliament’s
Joint Committee of Public Accounts and Audit, an academic from the Australian
National University specialising in Australian public financial management,
federalism and intergovernmental relations, and a former Auditor-General.

Structure of the Committee’s report

The structure of this report has been defined largely by the Inquiry’s Terms

of Reference which focus on the impact on service delivery of changes made to
National Partnership Agreements in the areas of health provision, education
programs and initiatives, homeless services, and legal assistance services

in Victoria.

The report comprises seven chapters as follows:

- This chapter, Chapter One, provides details about the establishment and
conduct of the Inquiry.

« Chapter Two details the key observations flowing from the Inquiry including
comments on the effectiveness of the 2008 Intergovernmental Agreement
on Federal Financial Relations (IGA FFR) and the future for National
Partnership Agreements.

Public Accounts and Estimates Committee
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« Chapter Three provides background about the:

- principles and objectives of the IGA FFR and the implementation of these
principles in Victoria over the past eight years as evidenced through
specific National Partnership Agreements;

- establishment of National Partnership Agreements under the IGA FFR;
and

- negotiation and engagement with the Commonwealth Government on
National Partnership Agreements.

« Chapter Four addresses Term of Reference (a) and provides current and
historical financial details related to National Partnership Agreements
entered into between the Victorian and Commonwealth Governments since
2008. Both Commonwealth Government funding as well as funding and
additional services provided by the Victorian Government are discussed.

« Chapter Five seeks to address Terms of Reference (b) and (c) by identifying
the key impacts and impending risks to service delivery in the areas of
health, education, homelessness and legal assistance as a result of National
Partnership Agreements which have expired, lapsed, or been amended.

« Chapter Six highlights issues related to the use of National Partnership
Agreements to fund ongoing service delivery in Victoria and other issues
relating to the management and administration of National Partnership
Agreements which cause difficulties for Victorian Government departments,
local government and non-government community sector organisations.

« Chapter Seven seeks to address Term of Reference (d) and determine the
impact of changes in funding associated with National Partnership
Agreements on the cost of living for Victorians, particularly Concession
Card holders. This Term of Reference was particularly difficult to address
due to the practical difficulties associated with:

- the definition of the ‘cost of living’;

- alack of specific ‘cost of living’ related data collected by Victorian
Government departments;

- alack of quantitative analysis undertaken in relation to the impacts of
specific changes in funding on the ‘cost of living’ in Victoria; and

- the timeframe required for any meaningful assessment of the impacts of
changes in National Partnership funding on the ‘cost of living’.

Consequently, the Committee determined to identify factors associated with
changes in the availability of some government services as a result of changes
to National Partnership funding levels which could contribute to increased
consumer/client costs. Specific examples have been included in an effort to
illustrate the extent of these potential impacts on ‘cost of living’ factors.

Inquiry into the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements 5






2 Overview and key observations
from the Inquiry

2.1 Introduction

National Partnerships are a form of Agreement between the Commonwealth
and the States and Territories under which the Commonwealth Government
provides funding for specific purposes over an agreed period. Under the

2008 Intergovernmental Agreement on Federal Financial Relations (IGA FFR),
National Partnerships are intended to focus on funding in support of specific
national reform or service delivery improvement in areas of State responsibility.

The IGA FFR was agreed by the Coalition of Australian Governments (COAG)
in an effort to improve the operation of the Federation’s financial relationship
between the Commonwealth and the States and Territories. This relationship
is characterised by the relative financial “power” of the Commonwealth and
the Federal Treasury and the dependence of the States and Territories on the
distribution of taxation revenue in order to provide key services to a significant
proportion of Australia’s population.

In the 2015-16 financial year, Commonwealth Government grant revenue to
Victoria is expected to be about 43 per cent of the total expected revenue in the
Victorian Government’s 2015-16 State Budget?, or approximately $24.15 billion in
Commonwealth Government grant revenue, comprising:3

«  $129 billion through General Revenue Assistance;
«  $4.17 billion for National Health Reform Funding;
- $3.91 billion for Students First Funding;

- $1.06 billion through National Specific Purpose Payments (relating to
Skills and Workforce Development, Disability Services and Affordable
Housing); and

«  $2.11 billion through National Partnership Agreements which includes
financial assistance grants to local government.

2 Committee calculations based on Commonwealth of Australia, Budget 2016-17 Federal Financial Relations
Budget Paper No. 3 2016-17 (2016), p.6; Department of Treasury and Finance, 2015-16 SBudget Update, p.9

3 Commonwealth of Australia, Budget 2016-17 Federal Financial Relations Budget Paper No. 3 2016-17 (2016),
pp.6,10
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Since 2008, the Commonwealth Government has established a series of National
Partnership Agreements (NPAs) which have provided funding to the State for

a range of short-term funding periods from one to five years. Some NPAs are
renewed or renegotiated by the Commonwealth Government at the end of

their term.

The short-term nature of these NPAs and variations made to them from time to
time by the Commonwealth Government has presented successive Victorian
Governments with some serious challenges, particularly in those circumstances
where NPAs support the provision of ongoing government services rather than
short-term projects or system reform.

The Committee has examined evidence provided by Victorian Government
departments and some non-government organisations with respect to a number
of NPAs established between the Commonwealth and Victorian Governments
since 2008 under the IGA FFR.

It has been a difficult area in which to make recommendations due to the limited
degree of influence which Victoria (and other States) have on the decisions made
by the Commonwealth Government about how funding is provided to the States
and Territories and the purposes for which that funding is provided.

Issues relating to federal financial relations and the shift in responsibilities
and roles of the Commonwealth and the States and Territories in respect to the
provision of government services and infringement of the Commonwealth into
areas of “State responsibilities ” have been commented on many times over the
years and more recently:

« by State and Commonwealth parliamentary committees (i.e. Inquiry into
Commonwealth Payments to Victoria in 2012%; Inquiry into National Funding
Agreements in 20115);

« by the Commonwealth National Commission of Audit (Towards Responsible
Government in 2014°%); and

- inIssues Papers released throughout 2015 as part of the Reform of the
Federation White Paper review process’.

The Committee hopes that by highlighting its observations in relation to the
operation of NPAs established since 2008, improvements might be made to the
way in which these Agreements are negotiated and implemented in the future
and might be given impetus to a recommitment by governments to the original
principles outlined in the IGA FFR.

4 Parliament of Victoria, Economy and Infrastructure References Committee, /nquiry into Commonwealth
Payments to Victoria, November 2012

5 Parliament of the Commonwealth of Australia, Joint Committee of Public Accounts and Audit, /nquiry into
National Funding Agreements, November 2011

6 Commonwealth of Australia, National Commission of Audit, Towards Responsible Government, The Report of
the National Commission of Audit, February 2014

7 Commonwealth of Australia, Department of Prime Minister and Cabinet, Reform of the Federation,

<www.federation.dpmc.gov.au/>
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2.2 Key observations of federal financial relations and
National Partnership Agreements

There is recognition within COAG that some reform of the federal financial
relations between the Commonwealth and the States and Territories is required
to improve its overall performance in terms of efficiency and effectiveness.
Significant time has been spent recently by the Commonwealth Department

of Prime Minister and Cabinet and State and Territory governments providing
input to the Reform of the Federation White Paper review process which has
endeavoured to address some of the issues related to federal financial relations
and the division of responsibilities between the jurisdictions.

The announcement on 28 April 2016 by the Commonwealth Department of
Prime Minister and Cabinet that the White Paper will not proceed means that,
at this point in time, there is no agreement about what reforms should take place.

The continued lack of agreement between the Commonwealth and the States and
Territories as to what reform of federal financial relations should look like or the
extent of the reform needed, has circumvented and delayed any necessary action.
In the interim, the 2008 IGA FFR remains and the imperative is to ensure that this
Intergovernmental Agreement is operating as effectively as possible.

Evidence gathered by the Committee throughout this Inquiry suggests that there
is a real need for the Commonwealth Government to recommit to the objectives
and principles enunciated in the IGA FFR especially as they relate to the
establishment and use of National Partnerships.

The Committee considers that an evaluation of the use of NPAs and Project
Agreements by the Commonwealth Government should be undertaken with a
view to:

« Avoiding the use of NPAs as a funding mechanism to support the delivery
of established and ongoing service delivery in Victoria. NPAs are not
an appropriate vehicle to provide funding support for these services.
The effectiveness of the financial contribution from the Commonwealth
Government would be improved by a shift in this funding to another more
secure and stable funding arrangement, such as through a National Specific
Purpose Payment funding agreement.

« Developing and agreeing formal processes and criteria with the States and
Territories to provide for some independent assessment of NPAs, at least six
months prior to their expiry, to assess their “eligibility” for transition to a
more permanent funding arrangement.

« Seeking to avoid, as much as possible, premature and unexpected
termination of funding arrangements agreed under an NPA. In the
very least, the Commonwealth Government should provide a minimum
six months advance notice of any significant reduction in funding or
termination of funding to enable the State to plan ahead and take necessary
action to mitigate the impacts of the loss of funding on programs and
services underway.

Inquiry into the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements 9
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2.3

10

« Avoiding amendments to NPAs, such as deferral of funding and changes to
the funding periods or funding amounts, until such time as an Agreement
has expired. Amendments to NPAs have significant impacts on the effective
management of the Victorian Government’s State Budget and for Victorians
in receipt of services and programs enabled through the Commonwealth
Government’s funding of these Agreements.

« Providing earlier negotiation and advice of the Commonwealth
Government’s funding determinations under NPAs to enable the State to
plan for service delivery or system changes.

- Ensuring that funding provided through NPAs includes adequate and
appropriate indexation to take account of the relevant demographics,
demand, and cost increases within the State. This would assist in ensuring
that any increases in the Commonwealth Government’s contribution
through NPAs are “real” increases and not simply nominal increases
in funding.

Addressing these matters would improve the effectiveness of National
Partnerships between the Commonwealth and Victoria as purposed under the
2008 IGA FFR.

Effectiveness of the Intergovernmental Agreement
on Federal Financial Relations financial and
administrative framework

In November 2011, the Commonwealth Parliament’s Joint Committee of Public
Accounts and Audit (JCPAA), reported on the findings of its Inquiry into National
Funding Agreements.

The JCPAA found that there was overall support for the IGA FFR framework with
many witnesses to the Inquiry stating that the underlying principles and intent of
the framework addressed many of the detractions and confusion associated with
the previous system of Commonwealth-State financial relations.®

In its submission to the JCPAA Inquiry, the Business Council of Australia (BCA),

a representative body for senior executives in the private sector, expressed a
strong interest in the IGA FFR and its importance to growing Australia’s economy.
The BCA noted that the IGA FFR had effectively streamlined 92 Specific Purpose
Payments into six National Agreements.® The BCA further stated that, if
implemented effectively, the IGA FFR provided States and Territories greater
flexibility over key policy areas along with higher levels of accountability through
annual benchmark reporting.'®

8 Parliament of the Commonwealth of Australia, Joint Committee of Public Accounts and Audit, Report 427 -
Inquiry into National Funding Agreements, November 2011, Foreword

9 Business Council of Australia, Submission to the Joint Public Accounts and Audit Committee, Inquiry into
National Funding Agreements, received 6 May 2011, p.1

10 ibid., p.3
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Throughout this Inquiry, the Committee has sought to evaluate the operational
effectiveness of NPAs between the Commonwealth and Victorian Governments,
as provided for under the IGA FFR. The Committee has done this through an
examination of individual NPAs implemented in Victoria since 2008.

As noted earlier in this Chapter, NPAs are established under the IGA FFR

to deliver programs and/or initiatives targeted at improved services and/or
outcomes in specific areas. Essentially, the Committee notes that NPAs are time
limited instruments, or “tied” grants, supported by both Commonwealth and
State funding to achieve service delivery improvement or reforms in shared
policy areas.”

The Committee received evidence in support of the use of NPAs under the
IGA FFR framework for specific projects and reforms. On the contrary, other
evidence and examples provided show that the use of NPAs to support the
ongoing delivery of State government services is inappropriate and creates a
number of difficulties for the Victorian Government.

2.3.1 Support for Intergovernmental Agreement on Federal Financial
Relations and National Partnership Agreements in Victoria

The Committee received evidence from a number of stakeholders both within
and external to the Victorian public sector, highlighting the key strengths of the
financial and administrative arrangements set out in the IGA FFR.

In its submission to the Inquiry, the Victorian Government acknowledged the
importance of the IGA FFR framework as critical to establishing sustainable
Commonwealth Government funding arrangements to assist the States and
Territories in fulfilling their service delivery responsibilities. The Victorian
Government’s submission to the Inquiry notes:™

The IGA FFR aimed to put in place sustainable funding arrangements that
‘recognise[d] the primary role of the States in delivering government services
in key sectors and provide ongoing financial support for those services, while
acknowledging the role of the Commonwealth in supporting the achievement
of national outcomes to improve the wellbeing of all Australians’.

At the Committee hearings, the emphasis for many witnesses was on genuine
collaboration, flexibility in service delivery, an emphasis on outcomes, and
adequate funding as the key ingredients of a successful partnership between the
Commonwealth and Victorian Governments.

mn Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.2
12 ibid.
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The Secretary of the Department of Premier and Cabinet, Mr Chris Eccles
highlighted the IGA FFR’s underlying principles and intent stating that the
framework was based on the following philosophy:™

States are regarded as partners, not the contractors of the commonwealth;
fewer and more strategic agreements will reduce the administrative burden for
both the commonwealth and the states; flexibility in delivery of services will be
provided to the states, including through reduced commonwealth prescription;
and agreements will focus on public outcomes not compliance, such as through
frequent performance reporting.

When these principles are adhered to and enough time is provided in the
drafting process to take into account relevant evidence...then good outcomes
can be achieved in areas of national significance.

The Secretary of the Department of Treasury and Finance, Mr David Martine
stated that the 2008 IGA FER ‘provided a sound basis for efficient and focused
interaction between governments and has supported a number of important
initiatives over this time.”™

The Secretary of the Department of Education and Training, Ms Gill Callister
indicated that NPAs have provided benefits to education and training
services in Victoria:®

At their best they have been a valuable mechanism for partnerships between
the commonwealth and the state in education and training projects and reforms
of national significance. They have allowed the Commonwealth and Victoria to
jointly deliver projects that have led to genuine improvements for Victorians.

The Secretary of the Department of Health and Human Services, Ms Kym
Peake acknowledged that NPAs can be an effective method of achieving
reform in areas of shared interest stating:'

NPAs are created to support one-off capacity building, improve efficiencies in
meeting the needs of under-serviced groups’ needs and achieve reform when
adequately funded and designed collaboratively.

Submissions by non-government organisations also highlighted positive aspects
of the IGA FFR:

The Victorian Healthcare Association (VHA), a peak body representing
Victoria’s public healthcare sector, stated that the IGA FFR framework was
aimed at ensuring collaboration between the Commonwealth and the States
and Territories on policy development and service delivery and to facilitate

Mr Chris Eccles, Secretary, Department of Premier and Cabinet, /nquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements, Transcript of evidence, 19 November 2015,
pp.2-3

Mr David Martine, Secretary, Department of Treasury and Finance, Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, Transcript of evidence,
17 November 2015, p.2

Ms Gill Callister, Secretary, Department of Education and Training, /nquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, Transcript of evidence,
17 November 2015, p.3

Ms Kym Peake, Secretary, Department of Health and Human Services, Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, Transcript of evidence,
17 November 2015, p.2
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the implementation of economic and social reforms. The VHA’s submission
also noted that health-related NPAs have been closely linked to the National
Health Reform Agreement which is aimed at more sustainable funding
arrangements for the Australian health system.”

» The Victorian Council of Social Service (VCOSS) considered that NPAs under
the IGA FFR framework could:'®

- aid in developing coordinated action to improve the wellbeing of
Australians irrespective of their state or territory residency;

- improve the lives of disadvantaged Australians through targeted
assistance and improved service delivery;

- provide targeted financial support to State and Territory Governments
and can alleviate increased costs to state and territory governments
associated with Commonwealth Government policy changes; and

- improve the quality and consistency of service delivery for those facing
poverty and disadvantage and for the general population.

The Committee concluded that the principles underlying the IGA FFR are
well supported. In addition, many stakeholders indicated that NPAs can be
an effective method for funding specific, well-targeted outcomes and reform
programs, providing the Agreements are well-designed and collaboratively
determined.

FINDING 1: A number of Victorian Government departments and non-government
organisations expressed support for the principles underpinning the Intergovernmental
Agreement on Federal Financial Relations and the potential effectiveness of National
Partnership Agreements.

FINDING 2: National Partnership Agreements were found to be most successful in
achieving specified improvement or reform when they are, well-designed, flexible,
based on genuine collaboration and negotiation between the jurisdictions, and are
adequately funded.

2.3.2 What makes a successful National Partnership Agreement?
The Victorian Government’s submission to the Inquiry stated:™
The Mental Health NPA, Preventative Health NPA, More Support for Students with

Disabilities NPA and Skills Reform NPA are examples of the Commonwealth and
States working together to achieve reform in shared, complex policy areas.

17 Victorian Healthcare Association, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 28 July 2015, p.2

18 Victorian Council of Social Service, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 28 July 2015, p.2

19 Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.2
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The Committee noted that when established collaboratively, NPAs enable
progress to be made on shared priorities for national reform. For example,

the NPA on the National Quality Agenda for Early Childhood Education and
Care enabled the States and the Commonwealth to form a genuine partnership
to regulate, fund and deliver early childhood services.?°

The Committee noted a number of other examples of successful NPAs which have
assisted service improvements and reforms in particular areas of service delivery:

NPA to Deliver a National Seamless Economy — provided facilitation and
reward payments to Victoria to implement regulatory and competition
reforms to improve the efficiency of regulatory practices and review
across Australia.

NPA on Smarter Schools: Low SES Communities — assisted in providing
strategies to improve educational and wellbeing outcomes for disadvantaged
students in a number of government schools.

NPA on Early Childhood Education — has assisted an increase in the
provision of early childhood education from 10 to 15 hours per week
per child.

NPA on More Support for Students with Disabilities — supported the
implementation of a range of initiatives aimed at improving educational
outcomes for students with disabilities.

NPA on Youth Attainment and Transitions — helped to fund a number of
initiatives and services to assist young disengaged people with education
and employment pathways.

NPA on TAFE Fee Waivers for Childcare Qualifications — encouraged an
increase in the qualifications and skills of early childhood education and
childcare workers through the funding of Diploma and Advanced Diploma
child care courses in Victoria.

NPA on Improving Public Hospital Services — assisted in improvements to
the capacity and efficiency of elective surgery, emergency department and
sub-acute care services in Victorian public hospitals.

NPA on Water for the Future and Water Management Partnership Agreements
— assists in the management of the Murray-Darling Basin reform.

In addition, NPAs which have provided funds for specific capital works and
infrastructure in Victoria have included:

NPA on Digital Education Revolution — assisted with ICT technology
improvements for students in government schools.

NPA on the Nation Building and Jobs Plan: Building Prosperity for the Future
and Building Jobs Now — provided economic stimulus aimed at improving
and supporting economic growth and jobs. This NPA also provided new
construction and refurbishment of social housing stock in the State.

20

Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.5

Public Accounts and Estimates Committee



Chapter 2 Overview and key observations from the Inquiry

+ NPA on the National Solar Schools Program.

«  Project Agreement for the Location-Based Mobile Telephone Emergency
Warning Capability.

« NPA funding provided for the Western Ring Road Upgrade; the Regional
Rail Link; and the East West Link projects.

2.3.3 Committee conclusion

The Committee concluded that NPAs are most effective when they:

« Arerestricted to funding:

- Special projects such as capital works and infrastructure projects
(e.g. hospitals; roads; rail infrastructure; and ICT infrastructure).

- Reforms to systems such as training and accreditation or certification
systems; economic reforms and restructuring; and structural reform
initiatives.

- “Once-off” assistance such as emergency or disaster relief.

« Setout clear, mutually agreed performance measures and benchmarks.

« Contain clarity around the roles and responsibilities of each of the
jurisdictions.

« Provide the State with flexibility in relation to how projects and services are
delivered to achieve the agreed performance outputs and/or outcomes.

FINDING 3: Since 2008, National Partnership Agreements have provided critical
financial support for a number of improvements in capital and infrastructure, service
delivery, and government systems and processes in the State of Victoria.

2.4 Limitations observed in the current administration of
National Partnership Agreements

As noted support for the principles and guidelines around the IGA FFR are
sound and there have been many examples of NPAs which have been assessed as
successful. However, the Committee noted some evidence provided throughout
the Inquiry which indicates that the establishment and administration of some
NPAs appear contrary to the intent and principles outlined in the IGA FFR.
These are:

¢ Short-term funding to support ongoing services — A number of
specific NPAs relate to areas of service delivery which are not “once-off”
projects or “reform” in nature but relate to programs which are ongoing
and for which the community has an expectation of longer term service
provision. This contradicts the purpose of NPAs as detailed in the IGA FFR.
There appears to be no reasonable or agreed arrangements or processes in
place to transition these NPAs to a more recurrent basis of funding.
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Increased number of funding agreements — The number of NPAs has
been noted as increasing since 2008. This is despite the IGA FFR seeking
to reduce the number of individual funding agreements with States

and Territories.

Over prescription in funding agreements — Some witnesses advised
of some NPAs having overly prescriptive requirements around how funds
should be applied. The IGA FFR intended that greater flexibility would
be provided to the States in the delivery of services through reduced
Commonwealth prescription over how funds are spent.

Accountability and reporting burden — The number of Agreements
in place and the reporting requirements for each of these Agreements
has led to increasing costs associated with the negotiation, monitoring
and performance reporting for both government departments and
non-government service providers. The IGA FFR was intended to reduce
the administrative burden on jurisdictions by streamlining the number
of funding agreements in place between the Commonwealth and the
States. Further, performance was intended to focus on outcomes and not
compliance through frequent performance reporting.

The Committee also observed other practices in the way in which NPAs have been
negotiated and managed which have impacted service delivery in Victoria:

Uncertainty around future funding — A number of examples were noted
of funding changes during the term of an NPA, such as funding deferral,
and of NPAs being terminated without any reasonable warning or advance
notice. Shorter term funding periods and doubts over renegotiation of
funding have also added to this uncertainty.

Lack of transparent model for indexation of funding agreements —
Increments to NPA funding, especially for those NPAs related to ongoing
services, have not taken full account of the relevant factors impacting the
provision of services such as population increases, increased demand, or
other factors related to increases in the cost of services provided. Further,
greater transparency around funding models used by the Commonwealth
Government would be beneficial during the negotiation of Agreements with
the State.

Unanticipated funding changes — Examples were provided of NPAs
which had previously been provided with financial support from the
Commonwealth Government being terminated early, or without advance
notice, leaving the State with the financial obligations associated with
continuing established services and programs.

The Committee notes that NPAs are negotiated funding agreements between the
Commonwealth and the States and Territories. The Committee was advised of
the processes and stages involved in the drafting, review and agreement of NPAs.
However, the Committee was not able to determine why successive Victorian
Governments have agreed to accept funding arrangements which are highlighted
through this Inquiry as presenting administrative difficulties for the State.
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The Committee notes that lack of adherence to the design principles set

out in the IGA FFR are affected to some extent by the broader context of
Commonwealth-State financial relations. In particular, vertical fiscal imbalance
which can create situations which enable the Commonwealth Government

to use funding to leverage control over State policy settings which can blur
accountabilities and impose additional costs.

These issues are further explained in the following sections. The evidence and
examples gathered by the Committee highlighting these issues are detailed and
discussed in Chapters 5 and 6 of this report.

FINDING 4: There have been some concerning deficiencies in the application and
administration of National Partnership Agreements by successive Commonwealth
Governments which indicate a departure from the underlying principles and intent of

the Intergovernmental Agreement on Federal Financial Relations. These deficiencies can
impact the delivery of programs and services in Victoria and prevent the objectives of the
Intergovernmental Agreement on Federal Financial Relations from being fully realised.

FINDING 5: The Committee was unable to determine why successive Victorian
Governments have negotiated and agreed with the Commonwealth Government to
accept National Partnership Agreements which have the potential to disadvantage
the State in terms of their, lack of appropriateness for purpose, inadequate flexibility,
administrative compliance burden and/or inappropriate indexation.

2.4.1 Short-term funding for ongoing service delivery

The Committee heard evidence that the use of fixed-term National Partnerships
to fund ongoing service delivery creates a number of problems for Victoria.

This concern was identified in the Victorian Government’s submission to the
Inquiry and in evidence provided by Departmental Secretaries at the Committee
hearings. The Secretary of the Department of Health and Human Services,

Ms Kym Peake stated that:?

...[a]s a funding mechanism, when not aligned with the [IGA FFR], NPAs pose

risks to the state and the department that have the ability to impact on services,
particularly if they are used by the commonwealth instead of national agreements to
fund ongoing service delivery or if there is no provision in the agreement to support
a transition to ongoing funding where required. Recent trends, including shorter
term agreements, unanticipated withdrawals in commonwealth funding and limited
consultation with states in their development, have eroded the effectiveness of some
of these agreements.

21 Ms Kym Peake, Secretary, Department of Health and Human Services, Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, Transcript of evidence,
17 November 2015, p.3
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The Secretary of the Department of Premier and Cabinet, Mr Chris Eccles
reiterated:??

...national partnership agreements are being used to support core service delivery

- for example, the national partnership agreement on legal assistance services.

The IGAFFR outlines that national partnership agreements should be used to
support the delivery of specified projects or to facilitate reforms which are generally
time limited. Their use for core service delivery increases uncertainty and prevents
long-term efficient service delivery design.

The Committee noted the following examples of NPAs which are not consistent
with the original purpose for NPAs as stated in the IGA FFR framework

i.e. providing short-term Commonwealth Government funding to address

a specific issue or to support specific reform. These NPAs provide, or have
provided, Commonwealth financial support for ongoing service and program
delivery in Victoria:

NPA on Legal Assistance Services

NPA on Universal Access to Early Childhood Education
NPA on Homelessness

NPA on Home and Community Care Services

NPA on Adult Public Dental Services

NPA on Certain Concessions for Pensioner Concession Card and Seniors
Card Holders

The Secretary of the Department of Premier and Cabinet, Mr Chris Eccles also
noted that the IGA FFR provided the possibility of funding for programs or
reforms through an NPA to move to some other funding arrangement with the
Commonwealth. The Secretary stated:®

The framework envisages that once the reform is proven to be effective and becomes
ongoing service delivery, funding arrangements should be placed on a more
sustainable footing either through the provision of general revenue assistance or
specific purpose payments.

This issue is discussed in further detail in Chapter 6 of this report.

FINDING 6: The use of fixed-term National Partnership Agreements to provide funding
support for ongoing service delivery in Victoria is inappropriate.

RECOMMENDATION 1: The Victorian Government should negotiate with the
Commonwealth Government, via the Council of Australian Governments and Treasury
forums, to secure an appropriate recurrent funding arrangement for those ongoing
services and programs currently funded through National Partnership Agreements.

22

23

Mr Chris Eccles, Secretary, Department of Premier and Cabinet, Inquiry into the Impact on Victorian Government

Service Delivery of Changes to National Partnership Agreements, Transcript of evidence, 19 November 2015, p.3

ibid.
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2.4.2 Growing number of Agreements

The Committee was advised that whilst the 2008 IGA FFR was intended to reduce
the number and complexity of funding agreements between the Commonwealth
and the States, there were now more funding agreements in place than before the
IGA FFR commenced.?*

The Committee heard that since 2008, there has been a proliferation of small
transactional NPAs which reflect narrow Commonwealth Government objectives
rather than shared nationally significant reform.?*> The Victorian Government
advised that a significant proportion of these Agreements involve less than

$10 million in funding to Victoria.?

In addition, the Committee was advised that in many cases, NPA structures are
excessive for small scale, largely transactional funding agreements.?” Further
the large number of agreements creates a significant administrative burden
for Victoria in terms of their management, and accountability and compliance
requirements.

The proliferation of Commonwealth-State agreements has also been noted by the
Commonwealth Parliament’s JCPAA Inquiry into National Funding Agreements
in 2011, the Victorian Parliament’s Inquiry into Commonwealth Payments to
Victoria in 2012, the Commonwealth National Commission of Audit in 2014, and
in Papers issued through the Reform of the Federation White Paper Review process
during 2015.

The Committee notes that offering funding to the States and Territories by way of
an NPA is one method by which the Commonwealth Government is able to exert
some policy influence over what is delivered by the States and Territories in terms
of projects and/or programs and services. Hence from time to time there have
been a number of time limited NPAs initiated by the Commonwealth Government
to implement a particular project or program reform at the State level.

24 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.6

25 Mr David Martine, Secretary, Department of Treasury and Finance, Transcript of evidence, 17 November 2015, p.2

26 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.7

27 ibid., p.11
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Reintroduction of prescriptive funding conditions

The Committee heard that in addition to the increasing number of funding
agreements, there had been increased prescription around how Commonwealth
Government funds should be applied. The Secretary of the Department of
Treasury and Finance, Mr David Martine noted at the Committee hearings that:28

[S]ince 2008 we have also seen the emergence of a number of issues and problems.
Key issues have included the proliferation of small transactional national
partnerships which reflect narrow commonwealth objectives rather than shared
nationally significant reform; the reintroduction of prescriptive conditions on how
services are delivered and detailed reporting and compliance arrangements; and
finally, the use of fixed-term national partnerships to fund ongoing service delivery,
creating disruptive uncertainty to service systems and planning and unilateral
reductions in commonwealth support for service delivery.

A number of other witnesses also commented that there has been a
re-introduction of prescriptive conditions about how services under the
NPAs should be delivered together with detailed reporting and compliance
arrangements which are time consuming and costly to both government
departments and non-government service providers.

The Committee heard that this over-prescription causes some NPAs to become
“uneconomic” as the costs of compliance effectively detract from funding
provided for outcomes.

The Department of Treasury and Finance advised that the Victorian Government
advocates for greater flexibility over the use of funds arguing that increased
flexibility at the “State end”, with the State having more discretion and
determination of how the funds are used, would achieve better outcomes and
provide a better form of accountability and reporting.?°

The Committee considers it is incumbent on the Department of Premier and
Cabinet and the Department of Treasury and Finance, together with the relevant
portfolio departments, to ensure as part of their negotiations over NPAs with
their Commonwealth Government counterparts, that any “over prescription”
with regard to the way funds are utilised by the State to achieve agreed outcomes,
is avoided, or at best limited.

Accountability and reporting

It was noted also that the increasing number of funding agreements between
Victoria and the Commonwealth has had implications for the Victorian
Government in terms of managing the associated accountability and reporting
requirements and the costs associated with these requirements.

28 Mr David Martine, Secretary, Department of Treasury and Finance, /nquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, Transcript of evidence,
17 November 2015, p.2

29 ibid., pp.4-5
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At the Committee hearings, the Secretary of the Department of Premier and
Cabinet, Mr Chris Eccles made this key observation with regard to balancing
increased amounts of Commonwealth Government funding with appropriate
levels of accountability and reporting for service delivery quality, effectiveness
and efficiency:3°

[W]hile the IGAFFR was intended to reduce the number and complexity of
agreements between the states and the commonwealth in order to focus
governments’ attention on reforms of national significance, in practice there has
been a proliferation of smaller agreements since the framework came into operation.
While keeping track of system outcomes is important, it is doubtful that these small,
often input-focused agreements warrant the same reporting framework which
applies to projects and reforms of national interest.

Reporting on the use of taxpayer funds is a critical component of proper
accountability. Many Commonwealth and State Auditors-General are often

seen to be advocating for increased accountability over public funds in terms

of compliance monitoring and reporting. The Committee considers that it is
important that the costs of compliance are commensurate to the amount of funds
being accounted for and that governments consider these factors in the drafting
of reporting provisions contained in an NPA.

The Committee notes that guidelines issued for NPAs identify that accountability
for outcomes and outputs must be balanced against administrative costs. The
frequency and scope of performance reporting should match the policy goals

and the amount of funding allocated under a National Partnership.

It is important that Commonwealth and State and Territory Government
departments seek to meet these objectives when negotiating an Agreement.

FINDING 7: The Committee found that whilst the intent of the 2008 /ntergovernmental
Agreement on Federal Financial Relations was to simplify the provision of Commonwealth
grants to the States and Territories, there has been a gradual re-introduction of small
funding agreements tied to specific requirements around how the funds should be spent.
This has detracted from the original principles of the Intergovernmental Agreement.

FINDING 8: The increasing number of funding agreements between Victoria and
the Commonwealth, together with instances of increased prescription around how
Commonwealth funds should be applied, has had implications for the Victorian
Government in terms of managing the associated accountability and reporting
requirements and the costs associated with these requirements.

30 Mr Chris Eccles, Secretary, Department of Premier and Cabinet, /nquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements, Transcript of evidence, 19 November 2015, p.3

31 Commonwealth of Australia, Council on Federal Financial Relations, Federal Finances Circular No. 2015/01
Developing National partnerships under the Federal Financial Relations Framework, 10 August 2015, p.15
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2.4.6

2.4.7

22

Uncertainty over future funding

Delays in the renewal or renegotiation of NPAs and variations to funding

levels provided through NPAs have created levels of uncertainty for Victorian
government departments and community service providers. NPA funding
which is cut, unexpectedly or constantly varied, or terminated, without notice
impacts the Victorian State Budget and can make it difficult for service providers
to plan ahead. In some cases Commonwealth Government funding cuts have
also forced amalgamations and closures of service providers and also employee
redundancies and job losses.

In addition, the Committee noted that the Commonwealth Government has

been increasingly negotiating NPAs over shorter terms such as one or two year
agreements. This has consequences for the long-term planning of service delivery
which can impact the efficiency and effectiveness of services.

Chapter 5 of this report provides detailed examples of NPAs which have been
amended, deferred or terminated by the Commonwealth Government and
the impacts these changes have had on service providers and the Victorian
community.

Lack of transparent model for indexation of National
Partnership funding

The Committee was advised that Commonwealth Government funding offers
on renewed or renegotiated NPAs have often not accounted for factors such as
population growth or price indexation. This can result in a reduction in real
funding over time. In addition, there seemed to be some limited transparency
around the formulas and modelling used by the Commonwealth Government
in establishing funding levels to be provided throughout an Agreement or at the
renegotiation of an Agreement.

The Committee considers there is a need for a robust and systematic
methodology for the indexation of funding which enables open consideration
of the relevant factors impacting projects and services delivered by the State
under an NPA. Greater transparency around indexation of funding enables the
parties to negotiate in an informed manner and to clarify exactly which factors
are considered reasonable as part of the funding indexation process and which
factors are not.

Unanticipated funding changes

The Committee noted concerns about the sudden and unanticipated cessation
of a number of NPAs. The 2014-15 Commonwealth Budget, terminated funding
unexpectedly for a number of NPAs including certain concessions for pensioner
and senior card holders and preventive health funding for programs aimed at
the prevention of chronic disease in Victoria. Some programs have been able to
continue in a reduced capacity through redirected State Government funding.

Public Accounts and Estimates Committee



Chapter 2 Overview and key observations from the Inquiry

The Committee was advised that terminations in funding noted through this
Inquiry were made without advance advice or warning. Whilst the Committee
acknowledges that NPAs are not legally binding contracts, it is reasonable to
expect the Commonwealth Government to provide adequate and fair notice to
States in the likelihood of significant reduction or even cessation of funding
under an NPA.

The Committee noted that in a number of cases the Victorian Government had
determined to re-allocate and re-prioritise the State Budget to provide continued
funding for programs and services where Commonwealth Government funding
has ceased or been reduced.

Evidence given by the Department of Treasury and Finance indicated that
State Treasurers have identified to the Commonwealth Treasurer, on a number
of occasions, the importance of providing at least six months notification

of National Partnerships which are nearing their end date. Commonwealth
Treasurers had committed to providing advice in the mid-year updates (i.e. in
December) of any impending cessations or changes. The Committee heard that
the States had been making a submission every year to the Commonwealth
Government through the Council on Federal Financial Relations advocating
for this earlier, formal notification of future funding. The Secretary of the
Department of Treasury and Finance, Mr David Martine stated:3?

...coming back to the Council on Federal Financial Relations, in that forum

we have a commitment from the commonwealth Treasurer — both the current
commonwealth Treasurer and the former commonwealth Treasurer — that the
commonwealth would advise states in the context of their midyear update, which
is normally in December, about national partnership agreements that are due to
expire on 30 June of the following year. That at least can give the states six months.
That commitment has been made several times....Certainly issues around short-term
funding for something which is really an ongoing commitment, the uncertainty
around short-term agreements and the notification process have been really big
issues across all of the states. We every year collectively provide submissions to the
commonwealth Treasurer about that very point.

FINDING 9: There are many examples of National Partnership Agreements having
been used to support programs and initiatives with ongoing demand or increased service
capacity. Whilst funding was always agreed to be short-term, the implications of cutting
or ceasing the funding support has resulted in the Victorian Government having to make
a decision about whether to continue funding an established program or initiative. Where
the Victorian Government has not been able to continue to provide a program or service,
this has impacted stakeholders who have relied on the services, or been in receipt of
some benefit, from the programs and initiatives established.

FINDING 10: There is a need for the Commonwealth Government to ensure that
adequate and fair notice is provided to the Victorian Government in the event of any
significant reduction, or cessation, of funding provided under National Partnership
Agreements.

32 Mr David Martine, Secretary, Department of Treasury and Finance, Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, Transcript of evidence,
17 November 2015, p.4
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2.5

2.5.1
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FINDING 11: National Partnership Agreements are not legally binding documents and
it is the prerogative of successive Commonwealth Governments to determine to alter, or
withdraw, funding under these Agreements as policy priorities and other circumstances
change.

RECOMMENDATION 2: The Victorian Government should seek assurances from the
Commonwealth Government that any future significant cuts to National Partnership
funding will be given reasonable advance notice, to enable the State to take appropriate
and considered action and to plan a measured response to the funding change.

The future of federal financial relations

The fiscal power of the Commonwealth Government created through its

taxation powers together with the extensive responsibilities of the States and
Territories in relation to the delivery of government services creates complexities
and imbalances which at times make collaboration between the jurisdictions
difficult. The Committee notes that from time to time the relationship between
the Commonwealth and the State and Territory Governments and the effective
operation of the Federation have come under review.

Most recently the Commonwealth National Commission of Audit made a number
of comments in its report in February 2014, on the operation of the Federation
and the administration of funds transfer from the Commonwealth to the States
via the IGA FFR. The Report notes:33

‘...the current operation of Australia’s Federation poses particular challenges to the
delivery of good, responsible government.’

“The time has arrived to be ambitious and bold in reforming and improving
Australia’s Federation.’

Efforts to improve federal financial relations

One of the recommendations of the Commonwealth National Commission of
Audit was for a review of the roles and responsibilities of the Commonwealth and
State and Territory Governments to be undertaken, informed by:34

« The principle of ‘subsidiarity’ so that policy and service delivery is as far
as is practicable delivered by the level of government closest to the people
receiving those services.

- Ensuring each level of government is sovereign in its own sphere.

33 Commonwealth of Australia, National Commission of Audit, Towards Responsible Government, The Report
of the National Commission of Audit, Phase One, Part B: A Way Ahead, Chapter 6-Reforming the Federation,
February 2014, p.68

34 ibid.
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« Ensuring minimum duplication between the Commonwealth and the
States and Territories and where there is some overlap ensuring appropriate
cooperation occurs at all times.

In September 2014, the Commonwealth Government commenced a Reform of
the Federation White Paper Review process (White Paper Review) with the aim of
providing clarity around the roles and responsibilities of the jurisdictions with a
view to strengthening the way the federal system operates in Australia.®

2.5.2 Reform of the Federation White Paper Review

The White Paper Review process was established to consider ways to:36

- reduce and end, as far as possible, the waste, duplication and second
guessing between different levels of government

- attain a more efficient and effective federation, and in so doing, enhance
national productivity

- make interacting with government simpler for citizens
- ensure the Australian federal system:

- is better understood and valued by Australians (and the case for reform
supported)

— hasclearer allocation of roles and responsibilities
- enhances governments’ autonomy, flexibility and political accountability

— supports Australia’s economic growth and international competitiveness.

The Committee notes that the White Paper was also seeking to outline the
Commonwealth Government’s position in relation to the:%

...effectiveness and governance of the current Intergovernmental Agreement
on Federal Financial Relations, including the appropriateness of associated
requirements in respect of inputs, outputs and outcomes.

The White Paper was being developed by a Taskforce within the Commonwealth
Department of the Prime Minister and Cabinet. A Steering Committee was
established to oversee the process, comprising the Secretaries and Chief
Executives of the Commonwealth Department of Prime Minister and Cabinet,
State and Territory First Ministers’ departments and the Australian Local
Government Association. 38

35 Commonwealth of Australia, Department of Prime Minister and Cabinet, Reform of the Federation White Paper,
Terms of Reference, <www.federation.dpmc.gov.au/terms-reference> viewed 25 March 2016

36 Commonwealth of Australia, Department of the Prime Minister and Cabinet, Reform of the Federation White
Paper < federation.dpmc.gov.au/terms-reference> viewed 4 January 2016

37 ibid.
38 ibid., viewed 22 January 2016
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Victoria’s involvement in the White Paper Review process

In November 2015, the Committee heard evidence that the Department of Premier
and Cabinet were leading discussions with the Commonwealth Government in
relation to the White Paper Review discussions. These discussions provided an
opportunity for Victoria to highlight some of the inefficiencies or unintended
consequences of the current funding arrangements associated with National
Partnerships.

The Committee sought evidence from witnesses throughout the Inquiry as to
the progress of the White Paper review and whether it might improve the way in
which NPAs are administered by the Commonwealth Government in the future.

At the Committee hearings, the Secretary of the Department of Health and
Human Services, Ms Kym Peake noted that the Reform of the Federation process
provided the Department with an opportunity to improve the way health and
human services are funded and delivered. The Secretary stated the Department
would be seeking a recommitment to the IGA FFR from the Commonwealth
Government to ‘help to rebalance the current trend towards NPAs that do not align
with the terms and principles of this overarching agreement.’*

The Secretary also advised that the Department would be pursuing engagement
with the Commonwealth Government to agree on a new sustainable approach
to funding in critical health and human services initiatives which have been
formerly funded through NPAs.4°

The submission by VCOSS noted that the Reform of the Federation process could
create an opportunity for improvement in the operation of the Federation.
VCOSS also noted however, that it remained unclear how the Commonwealth
Government intends to manage the transfer of funding for important social and
service delivery developments in the future.*

Status of the White Paper Review

The Committee noted that following the release of the Discussion Paper (Green
Paper) on 23 June 2015 there has been limited notification on the Reform of the
Federation website.

Recent information provided on the Commonwealth Department of Prime
Minister and Cabinet Reform of the Federation website indicated that, following
consideration of Federation reform at the COAG meeting on 1 April 2016, it was
determined that work to improve federal financial relations and the transparency

39 Ms Kym Peake, Secretary, Department of Health and Human Services, /Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, Transcript of evidence,
17 November 2015, p.4

40 ibid.
41 Victorian Council of Social Service, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 28 July 2015, p.9
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of government spending would be progressed by the Council on Federal Financial
Relations, and Commonwealth, State and Territory Treasuries. It is anticipated
that a progress report will be presented at the next COAG meeting.*?

The COAG Communique of the April 2016 meeting notes: 43

COAG welcomed the Commonwealth’s initiative to help resolve the longstanding
problem of vertical fiscal imbalance and improve state autonomy.

There was not a consensus among states and territories (states) to support further
consideration of the proposal to levy income tax on their own behalf.

Leaders agreed to consider proposals to share personal income tax revenue with the
states to:

» provide them access to a broad revenue base that grows in line with the economy;

« reduce the number of tied Commonwealth grants to the states, providing them
with greater autonomy and reducing administrative burden; and

- create flexibility for states to meet their ongoing expenditure needs.

COAG further agreed to continue pursuing initiatives that will enhance transparency
by providing Australian citizens with a greater level of real time data on how
government money is spent and on the outcomes and performance of government
initiatives.

COAG agreed that this work, along with the work on broader opportunities for tax
reform, including state tax reform, will be progressed by the Council on Federal
Financial Relations, with a progress report to COAG at its next meeting.

The Committee considers that a significant amount of useful research and
analysis is included in the Reform of the Federation Issues Papers prepared to
date. The Committee looks forward to future reports from the Council on Federal
Financial Relations on tax reform, improved transparency around government
spending, and initiatives to clarify federal-state responsibilities and improve the
administrative arrangements around federal funding to the States and Territories.

FINDING 12: Issues relating to the effective operation of the Australian Federation and
the administration and funding of areas of shared interest between the Commonwealth
and the States and Territories, highlighted in the Reports of the National Commission

of Audit and in Issues Papers released as part of the White Paper Review on the Reform
of the Federation, will be progressed by the Council on Federal Financial Relations.

The Committee looks forward to the review process continuing.

42 Commonwealth of Australia, Department of the Prime Minister and Cabinet, Reform of the Federation
White Paper < federation.dpmc.gov.au/about> viewed 2 May 2016

43 Council of Australian Governments, COAG Communique, 1 April 2016 Meeting, <www.coag.gov.au/node/537>
viewed 2 May 2016
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The future for National Partnership Agreements

Whilst comprising a small component of the total amount of Commonwealth
Government funding received by Victoria under the IGA FFR framework,

the Committee found that NPAs are fundamental in sustaining a number of
important government services and programs for the people of Victoria.

In order for NPAs to be most effective, the Victorian Government highlighted that
it is critical that the original and underlying principles and terms of the IGA FFR
are adhered to, including:*4

- that States and Territories are regarded as partners rather than contractors of
the Commonwealth Government;

« the administrative burden for both the Commonwealth Government
and States and Territories is reduced through fewer and more strategic
agreements;

- flexibility in government service delivery is provided to the States
and Territories to promote service improvements through reduced
Commonwealth prescription around inputs; and

- agreements which are focussed on achievable public outcomes rather than
compliance through frequent performance reporting.

In its submission to the Inquiry, VCOSS stressed the need for NPAs to be managed
in a responsible and coherent manner to maximise their effectiveness and
encouraged the Victorian Government to focus on ensuring that any future NPAs
contain the following elements:*>

« clear purpose;
« certainty in the agreement period;
- sufficient and sustainable funding; and

« accountability with agreed goals and targets.

FINDING 13: The original underlying principles and terms of the /Intergovernmental
Agreement on Federal Financial Relations are considered sound. However, departures
from these principles by successive Commonwealth Governments in its administration
of National Partnership Agreements have created challenges and uncertainties for

the Victorian Government in its management of the State Budget and for a number of
Victorian Government departments and community sector organisations involved in the
provision of services and programs.

44 Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.2

45 Victorian Council of Social Service, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 28 July 2015, p.9
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Improving the effectiveness of National Partnership Agreements

In order to improve the effectiveness of NPAs, the Committee considers that:

« The Victorian Government should alert the Commonwealth Government
to the impacts which changes to NPA funding, deferral of funding, and/
or withdrawal of reward payments under existing Agreements, have on
Victoria’s financial position and the programs and services the State is able
to continue to deliver.

« The Victorian Government should seek a commitment from the
Commonwealth Government that any significant changes to NPA funding
will be advised at least six months in advance to enable the State time to
make appropriate arrangements to best manage the funding change.

« Commonwealth and State and Territory Government departments should
ensure that all NPAs include a formal review process to assess the success
or effectiveness of the program, service or increased service capacity and
to determine whether the program or service warrants a more certain or
permanent funding agreement or mechanism for contribution from the
Commonwealth Government.

« Criteria could be developed by COAG, the Council on Federal Financial
Relations, or the Commonwealth Productivity Commission, to provide for
an evaluation of NPAs which are currently being used to support ongoing
programs and services in Victoria to enable evolution or transition to a more
permanent recurrent funding arrangement (e.g. through a Specific Purpose
Payment under a National Agreement).

The Committee encourages the Victorian Government to take action through
COAG, senior officials’ forums, departmental portfolio discussions with
Commonwealth Government counterparts, and Treasury meetings, to improve
the way NPAs are negotiated and managed. This action should seek to identify
the mutual benefits of effective collaboration between the Commonwealth and
the State and seek to abide by IGA FFR processes which assist in minimising
uncertainties around future NPA funding and reduce the risks to service delivery
in key sectors of health, education, homelessness and legal assistance services.

These matters are discussed in detail in Chapters 5 and 6 of this report.

2.5.4 Need for a recommitment to the principles of the
Intergovernmental Agreement on Federal Financial Relations

The Committee notes that many of the deficiencies highlighted through this
Inquiry were identified in June 2012 by the Department of Treasury and Finance
in its submission to the Parliament of Victoria’s Economy and Infrastructure
References Committee in its Inquiry into Commonwealth Payments to Victoria.
This is an indication that the situation with regard to federal financial relations
has not significantly changed over the last four years.
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The Committee considers there is a need for the Victorian and Commonwealth
Governments to re-assess the purpose and nature of NPAs against the agreed
principles as set out in the IGA FFR and to work together to ensure that as far as
possible, the principles are complied with in the establishment and negotiation
of NPAs.

The Committee encourages both levels of Government to re-commit to the
principles and guidelines outlined in the IGA FFR and to ensure that NPAs are
designed, negotiated and managed in line with these principles and guidelines
when they are agreed and signed.

From Victoria’s perspective, the Victorian Government has responsibility for
an enormous range of services which the community depends upon. Many of
these services need to be provided sustainably into the future and not be put at
risk by sudden cuts in funding and/or changes in funding formulas. Changes to
Commonwealth Government funding provided through NPAs have impacted
the Victorian Government’s State Budget and caused it to make decisions
about funding priorities with regard to its community service obligations and
responsible management of the State’s financial position.

The Committee remains optimistic that jurisdictions might come to some
agreement in the future that Commonwealth-State financial relations have gained
a level of maturity whereby the States and Territories can determine their own
funding priorities within certain areas of service delivery and the Commonwealth
Government agrees to jointly fund those activities without the need to prescribe
them through a series of separate funding agreements.

RECOMMENDATION 3: As part of the ongoing review of federal financial relations,
there is a need for the Council of Australian Governments to revisit the principles
outlined in the Intergovernmental Agreement on Federal Financial Relations as they
relate to National Partnership Agreements and to encourage Commonwealth and State
and Territory Governments to abide by the principles and guidelines supporting the
Intergovernmental Agreement.
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3 Establishment of National
Partnership Agreements

3.1 Introduction

The Australian Constitution establishes Australia’s system of government as a
federation comprising the Commonwealth, State and Territory Governments.

Since 1901, the Commonwealth Government has used its powers under Section 96
of the Australian Constitution to provide financial support to the States and
Territories, including Victoria.*®

The Commonwealth Government’s fiscal power created through its taxation
powers together with the spending responsibilities of the States and Territories
creates complexities and imbalances which sometimes make collaboration
between the different layers of government difficult. Australia has a very
significant degree of vertical fiscal imbalance by international comparison.
Figures on total tax revenue in 2013-14, indicate that the Commonwealth
Government raises 82 per cent of total tax revenue, the States and Territories
raise 15 per cent and local governments raise 3 per cent.#” Commonwealth
Government funding to the States and Territories represents around 25 per cent
of the Commonwealth revenue budget and around 40 per cent of State and
Terrritory revenue.*8

Historically, financial transfers from the Commonwealth Government to the
States and Territories have been characterised by a complex administrative and
financial landscape as well as strict Commonwealth input controls.*® In addition,
decisions related to Commonwealth financial support and relations between

the Commonwealth Government and the States and Territories have been

based on the advice of various ad-hoc advisory bodies and have, at times, been
‘acrimonious and highly charged’.>°

In response to these issues, in November 2008, the Council of Australian
Governments (COAG) agreed to a new framework for the transfer of funds
from the Commonwealth to the State and Territories. The Intergovernmental

46 Australian Constitution, s.96

47 Commonwealth of Australia, Department of the Prime Minister and Cabinet, Reform of the Federation Green
Paper (Discussion Paper), 23 June 2015, p.9

48 Commonwealth of Australia, National Commission of Audit, Towards Responsible Government, The Report of
the National Commission of Audit, Phase One, Part A: Government in Australia and the state of the Finances,
Chapter 3-What do governments do in Australia today?, February 2014, p.22

49 Commonwealth of Australia, Department of the Prime Minister and Cabinet, Reform of the Federation White
Paper - A Federation for Our Future (Issue Paper 1), September 2014, p.4

50 Commonwealth of Australia, Commonwealth Grants Commission, The Commonwealth Grants Commission:
The Last 25 Years, p.1
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Agreement on Federal Financial Relations (IGA FFR) commenced operation on
1January 2009. The IGA FFR acknowledges the roles and responsibilities of the
two levels of government and the relationship between the two, noting;:

- that States and Territories are primarily responsible for the delivery of key
government services to the community;

- that States and Territories require financial assistance from the
Commonwealth Government to deliver key government services;

- theimportance of innovation and efficiency in the service and a focus on
long-term policy development; and

- the importance of collaboration between the two levels of government to
facilitate economic and social reforms.

This Chapter provides information about the:

« federal financial relations framework in Australia;
« establishment of National Partnership Agreements;

- current financial and administrative arrangements in place between the
Commonwealth and Victoria; and

« negotiation and engagement with the Commonwealth Government on
funding agreements.

3.2 Federal financial relations in Australia

Historically, the Commonwealth Government demonstrated a high degree of
prescription in relation to many financial transfers to the States and Territories.
COAG noted that such arrangements tend to hinder flexibility and innovation in
service delivery and created significant challenges for States and Territories in:>

« setting their own priorities; and

« addressing their own circumstances to achieve the best community
outcomes.

COAG also noted that the Commonwealth Government experienced systemic
inefficiencies associated with the time and effort required in prescription, and in
monitoring and acquitting compliance in relation to a large number of financial
payments and agreements.>?

In response to these issues, in November 2008, COAG agreed to the establishment
of the IGA FFR as the new frameworKk for financial transfers from the
Commonwealth Government to the States and Territories.

51 Commonwealth of Australia, Council on Federal Financial Relations, A Short Guide to the Intergovernmental
Agreement on Federal Financial Relations and the Federal Financial Relations Framework, p.l

52 ibid.
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3.2.1 The Federal Financial Relations Act 2009

The Federal Financial Relations Act 2009 (FFR Act) commenced on 1 April 2009
and provides the legislative authority for the Commonwealth Government’s role
in providing ongoing financial support for the delivery of services by the States
and Territories.>

The FFR Act establishes and defines the IGA FFR as providing the overarching
framework:>

« tooperationalise the ongoing financial support from the Commonwealth
Government to the States and Territories; and

- forrelated collaboration on policy development and service delivery.

The Committee notes that the FFR Act was introduced to improve the way in
which States and Territories were funded by the Commonwealth Government to:

- eliminate the complex administrative arrangements and prescriptive
Commonwealth input controls; and

- provide clearly defined roles and responsibilities with an enhanced focus on
accountability for improving outcomes and service delivery.

The legislation also provided a framework through which the Commonwealth
Government could advance its policy objectives for service delivery reforms
nationally.

3.2.2 Intergovernmental Agreement on Federal Financial Relations

Objective and principles

A description of the objectives, principles and key features of the federal financial
relations framework is set out in A Short Guide to the IGA and the Federal
Financial Relations Framework (the Guide). The COAG Guide states that the
framework represents a significant shift in Commonwealth-State financial
relations.%®

The main objective of the IGA FFR is to improve the wellbeing of all Australians
through:>¢

- collaborative working arrangements which include clearly defined roles and
responsibilities and fair and sustainable financial arrangements focussed on
long-term policy development and improved service delivery;

- simpler, standardised and more transparent performance reporting across
all jurisdictions in an effort to improve public accountability;

53 Federal Financial Relations Act 2009 s.1, p.1
54 Federal Financial Relations Act 2009 s.4, p.3

55 Commonwealth of Australia, Council on Federal Financial Relations, A Short Guide to the Intergovernmental
Agreement on Federal Financial Relations and the Federal Financial Relations Framework, p.1

56 ibid., p.2
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« reduced administration and compliance costs;
- increased incentives to implement economic and social reforms;

- ongoing provision of Goods and Services Tax revenue to the States and
Territories; and

« equalisation of fiscal capacity between the States and Territories.

The following key principles are stated in the Guide as underpinning the
IGA FFR:¥

« Recognising that States and Territories are primarily responsible for service
delivery but that coordinated action is necessary to address economic and
social challenges confronting the Australian community.

- Improving quality, efficiency and effectiveness of government service
delivery.

« Coordinating federal action through a shared commitment to cooperative
working arrangements, with COAG monitoring of all aspects of the
framework and with parties acknowledging the need to pursue ongoing
reform of Federal financial relations.

- Improving public accountability of governments to their communities, not
just for expenditure in delivering services, but for the quality and efficiency
of the services delivered and the outcomes achieved.

- Providing ongoing financial support to the States and Territories for their
service delivery efforts.

« Providing for economic and social reform through National Partnership
Payments to the States and Territories which support the delivery of
specified outputs or projects and to facilitate reforms or reward those
jurisdictions that deliver on nationally significant reforms or service delivery

Types of Commonwealth payments

As noted above, one of the key principles underpinning the IGA FFR is the
Commonwealth Government’s commitment to provide ongoing financial support
to the States and Territories for the provision of government services.

This support is provided through a number of different payment arrangements.
There are presently five types of payment arrangements provided by the
Commonwealth Government to States and Territories under the IGA FFR as
shown below in Figure 3.1 below.

57 ibid., pp.2-3
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Figure 3.1 Types of Commonwealth Payment Arrangements

Consist of GST payments and other

Untied Grants General Revenue general revenue assistance which can
Assistance be freely used by States/Territories

for any purpose.

Support key service delivery sectors
National such as healthcare, education, skills
Specific Purpose and workforce development, disability
Payments (NSPP) services, affordable housing and
Indigenous reform.

Commonwealth

Government
Funding

National
Health Reform erl;?rlﬁcfjlth;o’;‘;PP (Healthcare)
(NHR) y 2012.

Student First Replaces the NSPP (Education)
Program Education | from1January 2014

Support the delivery of specified
National Partnership | outputs or projects, to facilitate
Payments (NPP) reforms, or to reward the achievment
of nationally significant reforms

Source:  Commonwealth of Australia, Council on Federal Financial Relations, <www.federalfinancialrelations.gov.au> viewed
15 December 2015; Commonwealth of Australia, Council on Federal Financial Relations, Intergovernmental Agreement
on Federal Financial Relations - Payment Arrangements (Schedule D); Parliament of Victoria, Economic and
Infrastructure References Committee, /nquiry into Commonwealth Payments to Victoria (2012), p.18

Based on the Commonwealth Government’s budget and financial documentation
for 2015-16, the Committee notes that it is expected: 58

« General Revenue Assistance (“untied grants”) makes up around 53 per cent
of total Commonwealth funding to Victoria and contributes approximately
23 per cent of Victoria’s total expected revenue.

- Payments for specific purposes, consisting of National Specific Purpose
Payments, National Health Reform payments and Student First Program
Education funding, make up around 38 per cent of total Commonwealth
funding to Victoria and contribute approximately 16 per cent of Victoria’s
total expected revenue.

« National Partnership payments comprise around 9 per cent of total
Commonwealth funding to Victoria and contribute approximately
3.8 per cent of Victoria’s total expected revenue.

The focus of this Inquiry is National Partnership (NP) payments which are made
through National Partnership Agreements.

58 Committee calculations based on Commonwealth of Australia, Budget 2016-17 Federal Financial Relations
Budget Paper No.3 2016-17 (2016), pp.6,10; Department of Treasury and Finance, 2075-16 Budget Update
(2015), p.9
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3.3

3.3.1

36

National Partnership Agreements

Design principles and structure

National Partnership Agreements (NPAs) are the documents which formalise
a funding arrangement between the Commonwealth and the State for the
achievement of agreed objectives, outcomes, outputs or performance targets.
The Agreements nominate certain NP payments over a specified period to

be made by the Commonwealth to the State for the implementation and
achievement of those specified objectives or outcomes.

According to the IGA FFR Definitions and Institutional Arrangements, NPPs are
provided to the States and Territories to:5°

« Support the delivery of specified outputs or projects.
. Facilitate reforms.

« Reward jurisdictions that deliver on national reforms or achieve service
delivery improvements.

The Council on Federal Financial Relations issues guidance and procedural
documents, referred to as the Federal Finances Circular, to assist the Australian
public sector in the establishment of NPAs and their related payments under the
IGA FFR. This guidance is updated by the Council on Federal Financial Relations
from time to time.

The Federal Finances Circular states that Commonwealth portfolio ministers
must obtain policy and budget authority for any proposal requiring an agreement
with the States and/or Territories before approaching Commonwealth central
agencies to draft and negotiate an NPA under the IGA FFR.5°

Further, the Circular also highlights that where NPAs are proposed to be
developed for reform, ‘particular consideration must be given to the provisions
of the [IGA FFR], as well as to payment design, particularly the use of reward
payments’® during Commonwealth portfolio agencies’ consultations with the
Department of the Prime Minister and Cabinet and the Department of Treasury.

Purpose of National Partnerships

The IGA FFR also includes principles to guide the Commonwealth Government’s
support for specific national reforms or service delivery improvements in areas of
State or Territory responsibility, where the support:6?

59 Commonwealth of Australia, Council on Federal Financial Relations, Intergovernmental Agreement on Federal
Financial Relations - Definitions and Institutional Arrangements (Schedule A), p.A-1; Federal Financial Relations
Act 20091, pl

60 Commonwealth of Australia, Council on Federal Financial Relations, Federal Finances Circular No. 2015/03
Processes for Drafting, Negotiating, Finalising and Varying Agreements Under the Federal Financial Relations
Framework, and Related Estimates and Payments Processes, 10 August 2015, p.2

61 ibid., p.6

62 Commonwealth of Australia, Council on Federal Financial Relations, Intergovernmental Agreement on Federal
Financial Relations - National Policy and Reform Objectives (Schedule E), p.E-4
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« isclosely linked to a current or emerging national objective or expenditure
priority of the Commonwealth Government;

- has “national public good” attributes;

+ has “spill over” benefits that extend beyond the boundaries of a single State
or Territory;

- has an exceptionally strong impact on aggregate demand or sensitivity to
the economic cycle, consistent with the Commonwealth Government’s
macro-economic management responsibilities; and

- addresses a need for policy harmonisation between the States and Territories
to reduce barriers to movement of capital and labour.

The Council on Federal Financial Relations Federal Finances Circular
emphasises that:®3

- National Partnerships or NPAs are not generally appropriate for ongoing
financial transfers between the Commonwealth and the States/Territories
but are designed to provide flexibility around how objectives are achieved
while ensuring public accountability for the achievement of specific
objectives, outcomes, outputs and performance benchmarks as specified in
the NPA.

- asimpler version of an NPA called a Project Agreement may be utilised if
the policy proposal or payment is assessed as relatively low value and/or low
risk. Project Agreements generally have the same NPA design principles but
typically:

- relate to one-off and/or smaller projects; and

- include less detail with fewer reporting requirements and payments due to a
focus on relatively straightforward program or project delivery.

FINDING 14: Council on Federal Financial Relations policy guidance states that National
Partnership Agreements are generally not appropriate funding arrangements for ongoing
financial support to the States and Territories. The guidance indicates that National
Partnerships are typically aimed at national reform priorities or specific service delivery
improvement.

National Partnership payment arrangements

The Federal Finances Circular states that National Partnership payment
arrangements should be directed at achieving outcomes which are concise,
realistic and focused on a desired end result that is also measurable.54

63 Commonwealth of Australia, Council on Federal Financial Relations, Federal Finances Circular No. 2015/01
Developing National Partnerships Under the Federal Financial Relations Framework, 10 August 2015, pp.5, 8

64  ibid, p.10
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The Circular further states that National Partnership payments should be
structured in a way which:5>

« encourages the achievement of ambitious milestones or performance
benchmarks as set out in an NPA.

- provides an incentive to the States and Territories, being primarily
responsible for service delivery, to deliver on national reforms or achieve
service delivery improvements, and reward them where they do so.

In relation to the achievement of outcomes, the Circular states: ¢

National Partnership payment structures should be used to create an incentive to
the States to achieve outcomes, rather than attempting to achieve outcomes through
input controls, detailed reporting or other prescriptions.

Under the centrally administered payment arrangements of the IGA FFR, the
Commonwealth Treasury makes National Partnership payments directly to
State or Territory treasuries on the seventh day of the month.®” The payments
are also divided into one twelfth of the estimated annual payments for
simplified administration unless other alternative payment arrangements
have been agreed.®® There are three types of National Partnership payments:

« Project payments;
« Facilitation payments; and

. Reward payments.

FINDING 15: There are three types of payments which can be made by the
Commonwealth to the States under a National Partnership:

. Project payments which relate to funding provided to deliver specific projects or
which are used to enhance the quality or quantity of service delivery and support
national objectives;

. Facilitation payments which are provided to advance nationally significant reform
as a “one-off” or “in-advance” payment; and

. Reward payments which are dependent upon the achievement of specific and
ambitious performance targets or benchmarks attached to nationally significant
reform.

The purpose and particular characteristics of each of these types of NP payments
are presented in Table 3.2 below.

65 ibid., p.18
66 ibid.
67 Commonwealth of Australia, Council on Federal Financial Relations, Federal Finances Circular No. 2015/03

Processes for Drafting, Negotiating, Finalising and Varying Agreements Under the Federal Financial Relations
Framework, and Related Estimates and Payments Processes, 10 August 2015, p.16

68 Commonwealth of Australia, Council on Federal Financial Relations, Intergovernmental Agreement on Federal
Financial Relations - Payment Arrangements (Schedule D), p.D-2
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Three types of National Partnership payments

NP Payment Type

Purpose

Characteristics and Rules

Project
payments

Funding provided to:

(1) Deliver specific
projects; and

(2) Enhance the quality
or quantity of service
delivery and projects
which support
national objectives.

* Comprise set funding arrangements that specifically
outline the amount to be paid at certain times, subject
to the States/Territories accomplishing milestones
satisfactorily.

* Can only be paid by the Commonwealth Treasury when
the Commonwealth Minister (or authorised delegate)
confirms that the related milestones are met.

* Are not designed to support the implementation of
nationally significant reforms (refer to Facilitation or
Reward payments).

* Are treated according to their defining characteristics,
and not necessarily the definitions used in the National
Partnership.

» Cannot be treated as Facilitation payments should they
be mislabelled in the NPA or Implementation Plan.

Facilitation
payments

Funding provided in
advance of progressing
or achieving nationally
significant reform.

* May only be paid as “one-off” or “in-advance”
payments. In-advance payments may be paid where
there is a legitimate reason such as, administrative and
other costs associated with undertaking the reform or
service delivery improvement.

* Need to respond to a legitimate and demonstrated
requirement in terms of the purpose and funding
amount.

* Should only be included in NPAs which clearly specify
arrangements to achieve reforms.

* Are most appropriate for inclusion in a National
Partnership with Reward payments to enable the
States/Territories to achieve the benchmarks that allow
for Reward payments to follow.

+ Should not be used to encourage States/Territories to
become a party to an NPA where States/Territories are
not convinced that outcomes are achievable.

» Should not constitute the majority or the entirety of
the Commonwealth Government’s contribution to
the reform or improvement in service delivery as this
would represent an unacceptable financial risk to the
Commonwealth Government.

Reward
payments

Funding provided in
recognition of the
delivery or achievement
of nationally significant
reform.

Must be structured to encourage the achievement

of ambitious performance benchmarks, continuous
improvement in service delivery and provide significantly
better outcomes than would be expected in the absence
of reform, as detailed in NPAs or Implementation Plans.

Contingent upon the achievement of performance
benchmarks, with that achievement assessed
independently.

Must provide the maximum incentive to States/Territories
to achieve outcomes, rather than attempting to achieve
outcomes through input controls, detailed reporting or
other prescriptions.

May recognise partial performance against performance
benchmarks where NPAs set out graduated benchmarks,
provided they are objective, clear, achievable and
measurable, noting that recognition of partial attainment
may be particularly relevant to multi-element NPAs
consisting of discrete activities.

Source: Commonwealth of Australia, Council on Federal Financial Relations, Federal Finances Circular No. 2015/01 Developing
National Partnerships under the Federal Financial Relations Framework, 10 August 2015, pp.19-21
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3.3.2
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Implementation Plans for National Partnership Agreements

According to the Federal Finances Circular, whilst not necessary for all National
Partnerships, an Implementation Plan (IP) may be required where there are
significant differences in jurisdictional context or where jurisdictions agree that
there is complexity and risk in the reform or project which it is considered needs
additional transparency.5®

The Circular states that IPs should be:7°

...succinct high-level documents that allow states and territories to deliver national
partnership outcomes in a flexible and self-determined way, with a primary emphasis
on accountability to the public.

The IP is a bilateral schedule to an NPA between the Commonwealth and

the States and Territories which provides additional information on how an
individual jurisdiction intends to achieve the outcomes specified in the National
Partnership.”

Purpose and requirements of Implementation Plans

As schedules to National Partnerships, IPs form part of the public accountability
framework. IPs are public documents that seek to provide confidence throughout
the community that a strategy is in place for the implementation of an NPA.

IPs are not intended to place additional obligations on the States and Territories.”?

As noted, IPs are not required for all National Partnerships. The need for an IP
should be discussed and agreed between jurisdictions during the negotiation
stage. Also, IPs are not required for Project Agreements which are simpler versions
of NPAs and considered as low-value and/or low-risk.”3

The Federal Finances Circular specifies that IPs may be required for
NPAs where:"

« There are significant differences in jurisdictional context or approach.

« Jurisdictions concur that the complexity and risks inherent in the reform
or project warrant additional public transparency and accountability over
how the agreed outcomes or outputs set out in the National Partnership are
proposed to be achieved.

- There is insufficient detail within the National Partnership specific to each
jurisdiction concerning performance and reporting arrangements (in most
cases this detail should be included in the NPA).

69 Commonwealth of Australia, Council on Federal Financial Relations, Federal Finances Circular No. 2015/02
Developing Implementation Plans for National Partnerships, 10 August 2015, p.i

70 ibid., p.i
i ibid., p.13
72 ibid., p.1
73 ibid., p.14
74 ibid., p.1
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Developing Implementation Plans

The Federal Finances Circular directs that central and portfolio agencies from
the State, Territory and Commonwealth Governments should be involved in the
early stages of developing IPs in order to maintain consistency with the design
principles of the IGA FFR and to prevent unnecessary delays at a later stage.”

The States and Territories are generally responsible for most aspects of
developing IPs and, according to the Circular, their responsibilities include:”®

- drafting the IP (by a portfolio agency in consultation with central agencies
and the relevant Commonwealth portfolio agency) with any changes to the
proposed approach to be supported by best practice evidence;

- ensuring IPs complement existing State programs or reforms where possible;
« securing the relevant State Minister’s endorsement and agreement to the IP;

« delivering the project or reform in accordance with NPA terms and
conditions; and

- highlighting any significant risks and concerns with implementing the
project or reform as soon as possible.

The policy guidance also states that the Commonwealth Government plays a

key role in coordinating the development of IPs but not providing direction

or prescribing how the outcomes should be pursued. The Commonwealth
Government is responsible for coordinating the drafting of IPs and ensuring they
complement existing Commonwealth program or reforms where appropriate.””

The Commonwealth Government policy iterates that a well-designed IP should: 78

« seektoreduce the administrative and compliance burden on States and
Territories;

« assistin tracking progress that supports transparent public reporting, the
making of payments, appraisals and evaluations; and

« satisfy public accountability requirements by summarising how certain
activities and initiatives will lead to the agreed improvement in outcomes.

75 ibid., p.2
76 ibid.

77 ibid., pp.2-3
78 ibid., p.3
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3.4.1
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Negotiation and engagement with the Commonwealth
Government on funding agreements

In a Federation such as Australia’s, where the bulk of expenditure on the
provision of government services to citizens is undertaken by the States and
Territories through revenue provided by the Commonwealth Government, the
importance of an effective partnership and mutually respectful relationships
between the two jurisdictions cannot be understated.

The Committee has sought to gain some insight into the quality and effectiveness
of Federal financial relations between Victoria and the Commonwealth
Government. As part of the Inquiry, the Committee has considered the nature
and extent of negotiation and consultation occurring between Victoria and the
Commonwealth Government in relation to the establishment and administration
of NPAs.

Drafting a National Partnership Agreement — timing of
negotiation

According to the Council on Federal Financial Relations IGA FFR policy guidance,
when drafting an NPA, Commonwealth Government portfolio agencies take the
lead in most consultations, collaborating with their respective Commonwealth
central agencies to discuss the NPA requirements and processes as well as taking
into account any cross-portfolio issues as part of policy and program design.”

The guidance also indicates that draft NPAs cannot be provided to State and
Territory portfolio agencies for feedback and negotiation during the drafting
stage. However, despite this limitation, policy and program design issues may be
circulated and discussed with State and Territory portfolio agencies through an
“Issues paper” if required.®°

FINDING 16: /ntergovernmental Agreement on Federal Financial Relations policy
guidance states that when drafting National Partnership Agreements the Commonwealth
Government may circulate and discuss policy and program design issues with State and
Territory portfolio agencies. However, draft National Partnership Agreements cannot be
provided to State and Territory portfolio agencies for feedback and negotiation during
the drafting stage.

The Committee was advised that following Commonwealth Government policy
and budget approval of a proposal, a draft NPA is circulated to the Department of
Premier and Cabinet, the Department of Treasury and Finance and the relevant
portfolio agency for comment.?

79 Commonwealth of Australia, Council on Federal Financial Relations, Federal Finances Circular No. 2015/03
Processes for Drafting, Negotiating, Finalising and Varying Agreements Under the Federal Financial Relations
Framework, and Related Estimates and Payments Processes, 10 August 2015, p.6

80 ibid.

81 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/Specific
Questionnaire, received 21 January 2016, p.1

Public Accounts and Estimates Committee



Chapter 3 Establishment of National Partnership Agreements

Draft NPAs are analysed to determine the benefits and risks with regard to

the policy merits and program design, financial implications and governance
arrangements. Advice is then prepared for the relevant Ministers including
details of a negotiation strategy, where appropriate. The Department of Premier
and Cabinet advised that this “joint” position informs Victoria’s negotiations on
Agreements and provides feedback to the Commonwealth Government on the
initial drafts.®2

The Department also advised that throughout the process, it provides ongoing
strategic advice and support to portfolio departments on intergovernmental
context, policy issues and priorities and/or negotiating tactics.83

At the hearings, the Secretary of the Department of Premier and Cabinet,
Mr Chris Eccles stressed the importance for involvement of the State in the
design and drafting an agreement with the Commonwealth Government.
The Secretary advised:8

The key for me is that if we can continue to demonstrate the value we bring to service
delivery design and service delivery reform, then the commonwealth in its own
interest will engage us early. That then starts to create the conditions for a genuine
partnership, because you are dealing with the issues as equals.

The Committee considers that the process as outlined in the Council on Federal
Financial Relations IGA FFR policy guidance could present some disadvantage
for the State as it limits Victoria’s ability to provide detailed practitioner
knowledge and experience of a particular service area into the drafting of the
terms and conditions of an NPA. This also has the potential to diminish outcomes
for Victorians. Limited input in the early stages also increases the situation where
the Commonwealth Government exerts its fiscal power in a “take it or leave it
approach” to “partnership” on service delivery and program outcomes.

The Committee considers that providing early opportunities for States and
Territories to participate, formally or informally, in the review and evaluation
of policy and program design issues prior to the NPA drafting stage, is key to an
effective NPA with realistic and achievable outcomes.

FINDING 17: Earlier opportunity for the Victorian Government to participate and
negotiate a National Partnership Agreement potentially leads to better designed
Agreements containing realistic and achievable outcomes. Earlier involvement would
enable Victoria to contribute its practitioner knowledge and experience in policy and
program design issues relevant to the specifications of an Agreement.

RECOMMENDATION 4: The Victorian Government should investigate opportunities
to have earlier input to the Commonwealth Government’s design and drafting of National
Partnership Agreements. Earlier engagement and consultation would enable Victoria

to maximise its knowledge and expertise in the design of the delivery and targeting of
services to areas of highest priority, in the most efficient and effective manner.

82 ibid.

83 ibid.

84 Mr Chris Eccles, Secretary, Department of Premier and Cabinet, /nquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements, Transcript of evidence, 19 November 2015, p.6
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Nature of the negotiation

The Department of Premier and Cabinet advised that interaction and engagement
with parties in the Commonwealth Government can be both formal and

informal in nature. While NPAs are initially drafted by Commonwealth portfolio
departments, the Commonwealth may have consulted informally with the States
through review and evaluation of a previous Agreement or via forums such as the
COAG Senior Officials’ Meeting.8>

At the hearings, the Secretary of the Department of Premier and Cabinet,

Mr Chris Eccles advised that in his experience the Commonwealth Government
may choose from time to time to informally negotiate with States and Territories
outside of the IGA FFR framework. In this way, some States and/or Territories
can gain “first-mover” advantage.® The Secretary explained that this can provide
further opportunity for a State to contribute its knowledge and experience to
influence the design of an Agreement.

In commenting on the general nature of the engagement with the Commonwealth
Government on areas of shared interest, the Secretary of the Department of
Premier and Cabinet stated that it was important for Victoria to reinforce the real
meaning of a genuine “partnership” in the relationship. The Secretary noted:®#

But I think if we can reinforce to the commonwealth that if you talk the language of
partnership, that genuine partnership means that you have a mutual accountability
for the achievement of the outcome — that is the definition of a partnership; it is
different to cooperation, it is different to coordination.

The Committee considers that a meaningful partnership between the Victorian
and Commonwealth Governments is essential to enabling taxpayers’ funds to be
applied in a careful and considered way and in a manner which seeks to maximise
outcomes for citizens in Victoria. The Victorian Government should continue

to strengthen its engagement processes and activities with the Commonwealth
Government prior to designing and drafting an NPA.

FINDING 18: A meaningful partnership between the Victorian and Commonwealth
Governments is essential to ensuring that taxpayers’ funds are used in a careful and
considered way, and in a manner which seeks to maximise outcomes for citizens in
the State.

RECOMMENDATION 5: The Victorian Government should develop a strategy
which identifies the key improvements which could be made to the consultation and
negotiation of National Partnership Agreements with the Commonwealth Government.
These improvements should be consistently advocated by the Victorian Government
during any informal and/or formal interactions with the Commonwealth Government.

85 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/Specific
Questionnaire, received 21 January 2016, p.1

86 Mr Chris Eccles, Secretary, Department of Premier and Cabinet, Inquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements, Transcript of evidence, 19 November 2015, p.5

87 ibid.
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3.4.3 Intra-government review and monitoring of National
Partnership Agreements

The Committee notes advice from the Department of Premier and Cabinet that
mechanisms are in place within the Victorian public sector to review and monitor
the administration of NPAs.

The Committee was advised that the Department maintains core working
relationships across Victorian Government departments which are regularly
engaged in NPA negotiation. Further, the Department also coordinates a
bi-annual whole of Victorian Government IGA FFR monitoring process which
takes place after the Commonwealth Government Budget and the Mid-Year
Economic and Fiscal Outlook. The aim of this bi-annual monitoring process is to
maintain central oversight of IGA FFR agreements. The Department advised that
it uses this process to identify and monitor any significant trends or impending
issues associated with the implementation of Agreements and this also provides
useful information for future negotiations with the Commonwealth Government
over agreements.%8

The process involves Victorian Government departments identifying all IGA FFR
agreements within their portfolio and providing information on the status of each
NPA, noting: &

« issues arising during negotiation such as any significant issues which may
not be resolved or timelines which may not be achieved;

« issues arising during implementation such as any timelines, milestones or
performance targets which may not be achieved; and

» successes where NPAs are tracking well and/or exceeding performance
targets.

FINDING 19: The Victorian Government has established internal engagement processes
through its central agencies to actively identify and monitor issues related to the
implementation and negotiation of agreements under the Intergovernmental Agreement
on Federal Financial Relations, including National Partnership Agreements.

88 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/Specific
Questionnaire, received 21 January 2016, p.2

89 ibid.
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4 Funding for National
Partnership Agreements

4.1 Introduction

Commonwealth Government funding to Victoria is essential to maintaining

a range of government services and programs and also to support specific
policy initiatives and priorities directed at improving outcomes for Victorians.
This funding is provided under the Intergovernmental Agreement on Federal
Financial Relations (IGA FFR) framework in the form of two main types of
assistance: General Revenue Assistance and Payments for Specific Purposes.®°

General Revenue Assistance relates to a broad category of payments, including
Victoria’s share of the Goods and Services Tax (GST) entitlement, and is provided
without conditions for the Victorian Government to spend according to its own
budget priorities.

In 2015-16, Victoria expects to receive approximately $24.15 billion in
Commonwealth Government payments, both in General Revenue Assistance and
Payments for Specific Purposes, which will comprise approximately 43 per cent of
the total expected revenue in the Victorian Government’s 2015-16 State Budget.”

Payments for Specific Purposes are designated Commonwealth Government
payments provided to the States and Territories for state and local government
programs and activities in the areas of health, education, skills and workforce
development, community services, housing, Indigenous affairs, infrastructure
and the environment.®? Payments for Specific Purposes are currently categorised
as follows:%3

« National Specific Purpose Payments (NSPPs) for key service delivery sectors.
In 2015-16, NSPPs to Victoria are expected to total $1.06 billion.%

« National Health Reform Funding which replaced the NSPP (Healthcare) from
1 July 2012. In 2015-16, this funding to Victoria expects to total $4.17 billion.?

90 Commonwealth of Australia, Council on Federal Financial Relations, Intergovernmental Agreement on Federal
Financial Relations - Payment Arrangements (Schedule D), p.D-1

91 Committee calculations based on Commonwealth of Australia, Budget 2016-17 Federal Financial Relations
Budget Paper No. 3 2016-17 (2016), p.6; Department of Treasury and Finance, 2075-16 Budget Update (2015), p.9

92 Commonwealth of Australia, Council on Federal Financial Relations, <www.federalfinancialrelations.gov.au/
content/national_agreements.aspx> viewed 15 December 2015

93 Commonwealth of Australia, Council on Federal Financial Relations, <www.federalfinancialrelations.gov.au>
viewed 15 December 2015; Commonwealth of Australia, Council on Federal Financial Relations,
Intergovernmental Agreement on Federal Financial Relations - Payment Arrangements (Schedule D);
Parliament of Victoria, Economic and Infrastructure References Committee, /nquiry into Commonwealth
Payments to Victoria (2012), p.18

94 Commonwealth of Australia, Budget 2016-17 Federal Financial Relations Budget Paper No. 3 2016-17 (2016), p.10
95 ibid.
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4.2.1
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+ Students First Funding which replaced the NSPP (Education) from
1January 2014. In 2015-16, this funding to Victoria is expected to total
$3.91 billion.%

« National Partnership Payments (NPPs) — In 2015-16, National Partnership
funding to Victoria is expected to total $2.11 billion®” which includes
financial assistance grants to local government.

This Inquiry focuses on National Partnership Payments (referred to in this report
as National Partnership (NP) funding) as these payments provide the funding
mechanism for NPAs.

This Chapter includes:

« Anoverview of total Commonwealth Government funding provided
to Victoria over the seven year period from 2008-09 when the IGA FFR
commenced, until 2014-15. In some cases, forward estimates to 2018-19 have
been included in the review.

« An analysis of Commonwealth National Partnership funding provided to
Victoria between 2008-09 and 2014-15.

- An analysis of National Partnership funding provided to Victoria between
2008-09 and 2014-15 within specific sectors of government activity.

« Areview and analysis of the use of Commonwealth National Partnership
funding within specific sectors of government activity in Victoria.

« Information in relation to any funding and other additional services
provided by the Government as a result of specific National Partnership
Agreements entered into with the Commonwealth Government.

The Committee has referenced figures published in the Commonwealth
Government’s Final Budget Outcome reports, the Victorian Government’s
Budget Papers, and information provided to the Committee by the Department
of Treasury and Finance.

An overview of Commonwealth Government funding
to Victoria since 2008

National Partnership funding data

The Inquiry’s Terms of Reference require the Committee to identify and report
on funding levels associated with NPAs since the commencement of the IGA FFR
in 2008. To do this, the Committee examined figures on Commonwealth
Government funding presented in the Victorian Government’s Budget Papers and
Annual Financial Reports, prepared by the Department of Treasury and Finance,
from 2008-09 to 2014-15.

96  ibid.
97 ibid.
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The Victorian Government’s Budget Paper No.5 Statement of Finances lists the
estimated or expected, National Partnership funding and National Specific
Purpose Payments estimated or expected to be received from the Commonwealth
Government together with detailed tables for each government service sector and
for individual NPAs.%

The Annual Financial Report (AFR) provides details relating to the expenditure of
Commonwealth Government funding only as the total consolidated total, referred
to as Other Specific Purpose Grants. Expenditure relating to individual NPAs
however is not provided.

As a result, the Committee was unable to reconcile the amounts detailed in
Budget Paper No.5 Statement of Finances with key details of actual NP funding
spent as reported in the AFR. The Committee found that the level of detail
provided in the Budget Paper No.5 Statement of Finances in respect to the
estimated funding for each NPA was not matched by the actual expenditures
of Specific Purpose Grants as reported in the AFR. As such, the Committee was
unable to determine the actual NP funding received from the Commonwealth
Government by Victoria in each year.

In response to questions from the Committee on this matter, the Department of
Treasury and Finance advised the Committee that it ‘does not routinely seek to
reconcile final published Commonwealth data on payments to Victoria for specific
purposes [i.e. including actual NP funding received] with final Victorian total grant
revenue estimates’® (i.e. as listed in the Budget Paper No. 5 Statement of Finances).

The Department instead referred the Committee to National Partnership funding
figures published in the Commonwealth Government’s Final Budget Outcome
reports. The Department explained that these reports provide the most direct
aggregate picture of relevant grant funding to assist the Committee in identifying
and reporting on actual National Partnership funding levels to Victoria.'?®

The Committee notes that the Financial Management Act 1994 stipulates
that a key principle of sound financial management is that the Victorian
Government must:'!

...provide full, accurate and timely disclosure of financial information relating to
the activities of the [Victorian] Government and its agencies.

98 According to the Budget Paper No. 5 Statement of Finances, the listed sectors are Affordable Housing,
Community Services, Education, Environment, Health, Infrastructure, Contingent/Other. For example,
Department of Treasury and Finance, Budget Paper No. 5: 2016-17 Statement of Finances (2016), pp.155-62;
Department of Treasury and Finance, Budget Paper No. 5: 2015-16 Statement of Finances (2015), pp. 171-83;
Department of Treasury and Finance, Budget Paper No. 5: 2014-15 Statement of Finances (2014), pp. 165-78;
Department of Treasury and Finance, Budget Paper No. 5: 2013-14 Statement of Finances (2013), pp. 182-96

99 Department of Treasury and Finance, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/Specific
Questionnaire, received 27 January 2016, p.11

100 ibid., p.12
101 Financial Management Act 1994 (Vic) s.23D(1)(e)
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4.2.2
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The Committee considers that, in order to provide a greater level of ‘full,
accurate and timely disclosure of financial information’°?, actual Commonwealth
Government funding received and spent by Victoria should be presented in the
AFR to a similar level of detail as that provided in Budget Paper No.5 Statement
of Finances.

FINDING 20: The Department of Treasury and Finance includes estimates of
Commonwealth Government funding, including National Partnership funding, with
details of estimates for individual National Partnership Agreements within each sector
of government activity in State Budget Papers. However, actual Commonwealth
Government funding received is not reported in a similar level of detail in the State’s
Annual Financial Reports. As a result, full transparency around Commonwealth
Government funding provided to Victoria for Specific Purposes, including National
Partnership funding, is limited.

RECOMMENDATION 6: The Department of Treasury and Finance should report actual
payments received from the Commonwealth Government, including National Partnership
funding, in its Annual Financial Reports with a view to providing the same detailed format
as that provided in the State Budget Papers. This would provide:

. a greater level of completeness, transparency and accountability over
Commonwealth payments budgeted, received and spent by the State of Victoria;
and

. facilitate tracking and reconciliation of Commonwealth Government funding
to Victoria.

Commonwealth Government funding provided to Victoria —
2008-09 to 2018-19

The Committee used the Commonwealth Government’s Final Budget Outcome
reports, as recommended by the Department of Treasury and Finance, to identify
the total amounts of funding provided by the Commonwealth Government to
Victoria in the form of National Partnership funding (for NPAs), Payments for
Specific Purposes and General Revenue Assistance.

Figure 4.1 shows Commonwealth Government payments compared to total
Victorian Government revenue and expenditure over the ten year period 2008-09
to 2018-19 (figures for 2015-16 to 2018-19 are based on forward estimates).

According to the Victorian Government’s Annual Financial Reports between
2009 and 2015, Victorian Government revenue and expenditure increased at a
Compound Annual Growth Rate (CAGR) of five per cent. Within this same period,

102 ibid.
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total Commonwealth Government payments to Victoria increased at a CAGR of
four per cent and are expected to remain relatively stable at around 43 per cent
of the Victorian Government total expenditure in the forward estimates.’°3

The Committee notes that the composition of Commonwealth Government
funding as shown in Figure 4.1 indicates a significant reduction in National
Partnership funding to Victoria but increased funding in other Commonwealth
Government payment categories. Specifically, analysis of the figures indicates
that between 2008 and 2015:1°4

- Commonwealth National Partnership funding to Victoria (excluding funding
contributions due to the 2009 National Economic Stimulus Package to
boost the Australian economy during the Global Financial Crisis'®®) has been
declining at a CAGR of about negative 19 per cent (from about $6.36 billion in
2008-09 to about $1.80 billion in 2014-15).

« Commonwealth Payments for Specific Purposes to Victoria (excluding
NP funding) have increased at a CAGR of about 29 per cent (from about
$2.04 billion in 2008-09 to about $9.36 billion in 2014-15).

« Commonwealth General Revenue Assistance to Victoria (consisting of
GST payments and other general revenue assistance'®®) has increased at
a CAGR of about 4 per cent (from about $9.32 billion in 2008-09 to about
$12.01 billion in 2014-15).

The Committee also understands that changes in the composition of
Commonwealth Government payment categories reflect the policy objectives
and funding priorities of different successive Commonwealth and Victorian
Governments.

FINDING 21: Total Victorian Government revenues and expenditures have increased, and
are expected to increase, over 2008 to 2019 by a Compound Annual Growth Rate (CAGR)
of five per cent. The CAGR of Commonwealth Government funding to Victoria over the
same period is four per cent. Figures also indicate that, between 2008 and 2015, there
has been a change in the composition of Commonwealth Government funding to Victoria
with a reduction in National Partnership funding but an increase in funding through other
Commonwealth payment categories. This reflects changes in the policy objectives and
funding priorities of different successive Commonwealth and Victorian Governments.

103  Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15;
Commonwealth of Australia, Budget 2016-17 Federal Financial Relations Budget Paper No. 3 2016-17 (2016),
pp.6, 10; Department of Treasury and Finance, Financial Report (Incorporating Quarterly Financial Report No. 4),
2008-09 to 2014-15; Department of Treasury and Finance, 20715-16 Budget Update (2015), p.9; Department of
Treasury and Finance, Budget Paper No. 5: 2016-17 Statement of Finances (2016), p.6

104  ibid.

105 Commonwealth of Australia, Updated Economic and Fiscal Outlook, February 2009, pp.9-26

106 Commonwealth of Australia, Council on Federal Financial Relations, Intergovernmental Agreement on Federal
Financial Relations - Payment Arrangements (Schedule D), p.D-1
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Figure 4.1

4.3
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Victorian Government revenues and expenditures and Commonwealth Government
funding to Victoria (2008-09 to 2018-19)
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@) Figures shown for 2015-16 to 2018-19 represent forward estimates.

Source: Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15;
Commonwealth of Australia, Budget 2016-17 Federal Financial Relations Budget Paper No. 3 2016-17 (2016), pp.6, 10;
Department of Treasury and Finance, Financial Report (Incorporating Quarterly Financial Report No. 4), 2008-09 to
2014-15; Department of Treasury and Finance, 2075-16 Budget Update (2015), p.9; Department of Treasury and Finance,
Budget Paper No. 5: 2016-17 Statement of Finances (2016), p.6

National Partnership payments to Victoria —
2008-09 to 2014-15

The IGA FFR defines National Partnership payments as:'’

A Commonwealth [Government] payment to the States and Territories, in respect of
a National Partnership agreement, to support the delivery of specified projects, to
facilitate reforms or to reward those jurisdictions that deliver on national reforms or
achieve service delivery improvements.

For the purposes of this Inquiry, the Committee has not included financial
assistance grants to local governments in the analysis of National Partnership
(NP) funding received by Victoria. Although delivered through the NP funding
mechanism, the Commonwealth Government’s financial assistance grants to
local government are considered “untied grants” and not provided under an NPA.

Table 4.1 provides a comparison of NP funding levels across States and
Territories. Review and analysis of the Commonwealth Government’s Final
Budget Outcome reports from 2008-09 to 2014-15 indicates that:'°8

- Total NP funding levels have fallen across all States and Territories at a CAGR
of negative 14.6 per cent over the seven-year period.

107  Commonwealth of Australia, Council on Federal Financial Relations, /Intergovernmental Agreement on Federal
Financial Relations - Definitions and Institutional Arrangements (Schedule A), p.A-1

108 Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15
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« NP funding to Victoria has decreased at a CAGR of negative 19.0 per cent,
which is the third highest rate of decrease across all States and Territories.

Table 4.1 Comparison of National Partnership funding across States and Territories
(2008-09 to 2014-15)

State/ Territory 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 CAGR®

($ million) ($ million) ($ million) ($ million) ($ million) ($ million) ($ million) (per cent)

SA 2,181 847 546 1,091 522 529 432 -23.7
TAS 634 219 471 427 276 278 162 -20.3
VIC 6,366 1,563 1,511 2,059 1,561 4,501 1,804 -19.0
ACT 371 89 109 182 87 153 113 -18.0
NSW 8,381 2,228 2,122 2,630 1,848 3,606 2,833 -16.5
QLD 5114 1,420 6,684 3,368 2,961 2,663 2,438 -116
WA 2,583 959 1,033 1,234 685 1,167 1,773 -6.1
NT 556 326 733 691 375 482 601 -13
Total 26,187 7,652 13,210 11,682 8,315 13,379 10,156 -14.6
(a) Compound Annual Growth Rate (CAGR) is used to measure the mean growth of National Partnership funding over a

time period without being affected by volatile or fluctuating funding values during the period which can render the
ratio irrelevant.

Notes: Commonwealth Government financial assistance grants to local governments are not included in the National
Partnership funding figures shown.

Comparison of National Partnership funding figures across States/Territories do not include the 2009 National
Economic Stimulus Package (approximately $46.7 billion in actual total National Partnership payments being
disbursed between 2008-09 and 2012-13 to States/Territories) consisting of the Nation Building and Jobs Plan, the
Nation Building Program (Infrastructure) and the Nation Building Plan for the Future (Infrastructure) to boost the
Australian economy during the Global Financial Crisis.

Source: Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15;
Commonwealth of Australia, Updated Economic and Fiscal Outlook, February 2009, pp.9-26

The Committee notes that the comparison of NP funding levels across States and
Territories, shown in Table 4.1, does not include the 2009 National Economic
Stimulus Package comprising funding under the: Nation Building and Jobs Plan;
the Nation Building Program (Infrastructure); and the Nation Building Plan for
the Future (Infrastructure); to boost the Australian economy during the Global
Financial Crisis.'o?

FINDING 22: Commonwealth National Partnership funding levels have fallen across
all States and Territories since 2008-09. Victoria has the third highest decrease in
Compound Annual Growth Rate in National Partnership funding among all States and
Territories behind South Australia and Tasmania over the seven year period 2008-09
to 2014-15.

109 Commonwealth of Australia, Updated Economic and Fiscal Outlook, February 2009, pp.9-26
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4.3.1

Figure 4.2
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National Partnership funding compared with Victorian
Government expenditure

Figure 4.2 shows the percentage contribution of NP funding to Victoria as a
proportion of the Victorian Government’s total expenditure over the period
2008-09 to 2018-19 (including the forward estimates). Using additional
information provided in the Commonwealth Government’s Federal Financial
Relations Budget Paper No. 3 2016-17 report:"©

- NP funding as a proportion of the Victorian Government’s total expenditure
fell from 19 per cent in 2008 to 3 per cent in 2014-15.

« According to the forward estimates, NP funding levels as a proportion of the
Victorian Government’s total expenditure is expected to remain low, at less
than five per cent in 2015-16, and eventually remains as around four per cent
in 2018-19.

The Committee notes that NP funding forward estimates as reported in the
Commonwealth Government’s Mid-Year Economic and Fiscal Outlook (MYEFO)
2015-16 may change as a number of NPAs are yet to be finalised and/or are
currently under negotiation between the Commonwealth Government and the
States and Territories. In other words, NP funding levels published in the MYEFO
2015-16 report do not include NPAs which are “in progress”.

National Partnership funding to Victoria as a proportion of Victorian Government
total expenditure (2008-09 to 2018-19)
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(@ Figures shown for 2015-16 to 2018-19 represent forward estimates.

Source: Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15;
Commonwealth of Australia, Budget 2016-17 Federal Financial Relations Budget Paper No. 3 2016-17 (2016), pp.6, 10;
Department of Treasury and Finance, Financial Report (Incorporating Quarterly Financial Report No. 4), 2008-09 to
2014-15; Department of Treasury and Finance, 2075-16 Budget Update (2015), p.9; Department of Treasury and Finance,
Budget Paper No. 5: 2016-17 Statement of Finances (2016), p.6

10 Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15;
Commonwealth of Australia, Budget 2016-17 Federal Financial Relations Budget Paper No. 3 2016-17 (2016),
pp.6, 10; Department of Treasury and Finance, Financial Report (Incorporating Quarterly Financial Report No. 4),
2008-09 to 2014-15; Department of Treasury and Finance, 20715-16 Budget Update (2015), p.9; Department of
Treasury and Finance, Budget Paper No. 5: 2016-17 Statement of Finances (2016), p.6

Public Accounts and Estimates Committee



Chapter 4 Funding for National Partnership Agreements

FINDING 23: Although there is increased funding in General Revenue Assistance
and National Specific Purpose Payments, National Partnership funding to Victoria as

a proportion of Victorian Government total expenditure has been decreasing since
2008-09 from 19 per cent in 2008-09 to 3 per cent in 2014-15. National Partnership
funding to Victoria is expected to remain significantly low (at around 4 per cent) in the
forward estimates period 2015-16 to 2018-19.

4.3.2 National Partnership funding to Victoria by government
sector/funding category — 2008-09 to 2014-15

The Commonwealth Government categorises NPAs across the following service
sectors and funding groups:

+ Health

» Education

« Skills and Workforce Development
« Community Services

« Affordable Housing

« Infrastructure

- Environment

- Contingent

« Other

Figure 4.3 shows NP funding to Victoria over the seven year period 2008-09 to
2014-15 categorised into the key government service sectors and groupings.
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Figure 4.3 National Partnership funding® to Victoria by sector (2008-09 to 2014-15)

-
H Houlih I svomishin He mingy N Sl eral Wirrigpiers Dosslioreest H il
'Crmn ity Farvicoe- H Coniiagonlt Bt
N plersiton Iniwterh e thor
(a) Although delivered through a National Partnership funding mechanism, the Commonwealth Government’s financial

assistance grants to local governments are not related to NPAs and hence are not included in the figures shown.
Source: Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15

Based on an analysis of the Commonwealth Government’s Final Budget Outcome
reports which detail the NP funding provided to Victoria in each financial year,
the Committee noted that over the periods between 2008-09 and 2014-15:

- The general trend in NP funding is downward with the exception of 2013-14
when significant funding was provided for capital works and infrastructure,
specifically the Regional Rail Link (although Commonwealth Government
funding started from 2010-11 under the NPA’s Nation Building Plan for the
Future - Building Australia Fund programme™) and then East West Link
projects.

- The Education sector received the largest share of total NP funding between
2008-09 and 2010-11.

m Department of Treasury and Finance, Budget Paper No. 4: 2010-11 Statement of Finances (2011), p.181;
Commonwealth of Australia, Council on Federal Financial Relations, National Partnership Agreement on
Implementation of Major Infrastructure Projects in Victoria (2009-2014), p.21; Commonwealth of Australia,
Final Budget Outcome 2010-11 (2011), p.82; Commonwealth of Australia, Final Budget Outcome 2011-12 (2012),
p.83; Commonwealth of Australia, Final Budget Outcome 2012-13 (2013), p.87; Commonwealth of Australia,
Final Budget Outcome 2013-14 (2014), p.76
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« The Infrastructure sector received the largest share of total NP funding
between 2011-12 and 2014-15.

« The Skills and Workforce Development sector was the only sector in which
NP funding experienced an increase in the Compound Annual Growth Rate
(CAGR) over the whole period 2008-09 to 2014-15, measured at 46 per cent.

« NP funding for the Affordable Housing sector (excluding the “Contingent”
funding category™) experienced the largest decrease in the CAGR of negative
39 per cent.

These variations provide some indication of the priorities of successive
Commonwealth Governments over the seven year period.

4.3.3 Uses of National Partnership funding in Victoria

Evidence provided to the Committee in relation to the purpose and
implementation of NPAs indicated that whilst some NPAs are clearly directed
at a specific capital works or infrastructure type project, other NPAs relate

to service delivery or aspects of service delivery within a specific sector of
government activity.

To gain a better understanding of how NP funding to Victoria has been utilised,
the Committee requested the Department of Treasury and Finance to provide a
categorisation of NPAs between capital works and service delivery.

The Department advised the Committee that Commonwealth Government
funding is not systematically classified as ‘recurrent’ or ‘capital’.™ In many cases
NPAs include a mix of funding applications which are not easily classified as
requested. However, to assist the Committee’s Inquiry, the Department undertook
a review of published Commonwealth grant lines and classified these on the basis
of whether the funding was provided primarily for:™

« the delivery of capital works and infrastructure projects;
« service delivery purposes; and

« the facilitation of reforms.

The Department further stressed that the classification is ‘indicative only, is
more likely reliable in more recent years and does not attempt to disaggregate
funding type beyond published grants lines’." The Department also advised that
an analysis of figures for 2008-09 were not available as full year datasets for

NP funding to Victoria only commenced in 2009-10."6

12 National Partnership funding provided under the “Contingent” category arises where the Commonwealth
Government commits to provide compensation when an event occurs or otherwise guarantees a State or
Territory’s financial position.

n3 Department of Treasury and Finance, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/Specific
Questionnaire, received 27 January 2016, p.1

114 ibid, p.2
N5  ibid, pl
116 ibid.
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Figure 4.4 has been prepared using the information provided by the
Department of Treasury and Finance for the six year period 2009-10 to 2014-15.
The information indicates that the bulk (i.e. 43 to 76 per cent) of NP funding
provided to Victoria over this period has related to ‘capital works and
infrastructure projects’.”

The Committee noted that NP funding received for capital works and
infrastructure projects via an NPA would be appropriate within the definitions
set out in the IGA FFR which states that NP payments can be provided to support
‘the delivery of specified projects’."®

In terms of NP funding received for ‘facilitating reforms’, the information
provided to the Committee indicates that these payments have varied over the
six year period and are relatively small by comparison, ranging between 2 to
13 per cent of the total NP funding to Victoria."®

The Committee also notes that the amounts applied to ‘facilitating reforms’ have
been declining since 2011-12 and was not utilised in 2014-15. The Department of
Treasury and Finance advised that it has taken ‘reform agreements’ to refer to
NPAs which delivered facilitation and/or reward payments rather than project
payments. The Department stated that this treatment was consistent with the
original categorisation of National Partnerships in the IGA FFR.1?°

The Department advised that the balance of NP funding has been categorised
as relating to service delivery, although it was noted that some NPAs may have
been treated by portfolio departments as being for capital purposes (e.g. two
smaller NPAs in the Department of Education and Training: National Solar
Schools Program and Indigenous Early Childhood Development- Children and
Family Centres).””

nz Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into
the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions
on Notice/Specific Questionnaire, received 27 January 2016, pp.3-6

18 Commonwealth of Australia, Council on Federal Financial Relations, /ntergovernmental Agreement on Federal
Financial Relations - Definitions and Institutional Arrangements (Schedule A), p.A-1; Federal Financial Relations
Act 2009 s.16(1)

19 Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into
the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions
on Notice/Specific Questionnaire, received 27 January 2016, pp.3-6

120  Department of Treasury and Finance, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/Specific
Questionnaire, received 27 January 2016, p.2

121 ibid.
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Figure 4.4  Utilisation of National Partnership funding to Victoria (indicative®)
(2009-10 to 2014-15)
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(a) The Department of Treasury and Finance highlighted that the data provided is indicative only and ‘does not necessarily

reflect or align with the treatment and presentation adopted for financial transfers included in Victorian estimates of

grants™?2 to Victoria.

(b) In 2014-15, NP funding was not utilised for facilitating reforms

Notes:

Although delivered through a National Partnership funding mechanism, the Commonwealth Government’s financial

assistance grants to local government are not related to NPAs and hence are not included in the figures shown.

Source: Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into the
Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/
Specific Questionnaire, received 27 January 2016, pp.3-6

National Partnership funding used for service delivery purposes

Table 4.2 shows NP funding received by Victoria for ‘service delivery’ by
government sector. The figures indicate that total NP funding provided for this
purpose has declined, from $1.19 billion in 2009-10 to $899 million in 2014-15,
at a Compound Annual Growth Rate of negative 5.5 per cent over the six year
period.’® Table 4.2 also shows the Community Services sector, understandably,

receiving the largest share of funding for this purpose.’?*

Table 4.2 also indicates the proportion of total NP funding provided to Victoria to
support ‘service delivery’ in each year. The proportions have varied but remained
significant with approximately 50 per cent of total NP funding used for service

delivery purposes in 2014-15.

122 ibid. p.

123  Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into
the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions

on Notice/Specific Questionnaire, received 27 January 2016, pp.3-6

124 ibid.
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Table 4.2 National Partnership funding to Victoria for service delivery by sector (indicative®)
(2009-10 to 2014-15)

Sector 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15

($ million) ($ million) ($ million) ($ million) ($ million) ($ million)

Health 116 113 168 126 166 118
Education 141 54 160 192 114 120
Skills and Workforce - 6 15 74 72 102

Development

Community Services 389 395 416 426 472 442
Affordable Housing 354 112 45 36 32 23
Infrastructure 19 21 23 21 24 28
Environment 47 33 38 36 11 14
Contingent 68 324 44 49 5 3
Other 59 53 93 154 48 49
Total NP funding used 1,193 1,108 1,000 1,115 943 899

for service delivery

Proportion of total 22% 31% 28% 45% 21% 50%
NP funding received

(a) The Department of Treasury and Finance highlighted that the data provided is only indicative and ‘does not necessarily
reflect or align with the treatment and presentation adopted for financial transfers included in Victorian estimates of
grants % to Victoria.

Note: Although delivered through a National Partnership funding mechanism, the Commonwealth Government’s financial
assistance grants to local government are not related to NPAs and hence are not included in the figures shown.

Source: Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into the
Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/
Specific Questionnaire, received 27 January 2016, pp.3-6

FINDING 24: The proportion of Commonwealth National Partnership funding provided
to Victoria to support service delivery was consistently significant over the period
2009-10 to 2014-15. Approximately 50 per cent of the total National Partnership funding
provided to Victoria in 2014-15 was applied to service delivery purposes in the State.

The Committee found that the provision and application of NP funding for
‘service delivery’ purposes could be questioned against the principles and intent
of the IGA FFR which states that NP payments should be purposed towards:'?

- supporting the delivery of specified outputs or projects;
- facilitating reforms; and/or

- rewarding jurisdictions that deliver on national reforms or achieve service
delivery improvements.

125  Department of Treasury and Finance, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Specific Questionnaire, received
27 January 2016, p.1

126 Commonwealth of Australia, Council on Federal Financial Relations, /ntergovernmental Agreement on Federal
Financial Relations - Definitions and Institution Arrangements (Schedule A), p.A-1; Federal Financial Relations Act
2009 s16(1)
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Some of the NPA examples provided as evidence to the Committee indicated that
issues arise when NP funding is provided to support services which are “ongoing”
in nature as opposed to funding provided as a “once-off” injection to increase

service capacity or to target a specific issue associated with service improvement.

The Committee considers that the provision and application of NP funding for
ongoing service delivery is not consistent with the objectives articulated for NPAs
in the IGA FFR. Consequently, Commonwealth Government funding which is
provided to support or sustain ongoing service delivery in areas such as housing,
education, health and legal assistance should be provided through recurrent
funding mechanisms rather than through NPAs which were originally intended to
be short-term funding arrangements.

Specific NPAs which illustrate the difficulties posed to Victoria when the
Commonwealth Government use NP funding to support ongoing service delivery
are discussed in Chapters 5 and 6 of this report.

FINDING 25: Commonwealth National Partnership funding provided to support
service delivery creates problems for Victoria especially in those instances where
funding supports ongoing or long-term service provision such as for homelessness,
education, health and legal assistance services. The use of National Partnership
Agreements for these purposes is inconsistent with the original principles and intent for
National Partnerships as outlined in the 2008 Intergovernmental Agreement on Federal
Financial Relations.

44 Utilisation of National Partnership funding by key
government sector/ funding category —
2008-09 to 2014-15

The Committee used the Commonwealth Government’s Final Budget Outcome
reports from 2008-09 to 2014-15 to analyse the level of NP funding provided to
Victoria across a number of key government sector/funding category. Comments
are provided to explain the variations in funding levels over the period reviewed.
The Committee has also used the information provided by the Department of
Treasury and Finance to provide an indication of how NP funding has been
utilised within each sector for either:

- capital works and infrastructure projects;
« service delivery purposes; or

« facilitation of reforms.

4.4.1 National Partnership funding to the Health sector

As shown in Figure 4.5, the Health sector in Victoria received a significant
amount of NP funding ($3.17 billion) in 2008-09. Figure 4.5 also indicates
reductions in NP funding in 2009-10 and again in 2012-13. These reductions
occurred as a result of changes to the way in which the Commonwealth
Government has funded the healthcare sector over the past seven years.
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Figure 4.5
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In 2008-09, a number of Commonwealth Government payments, which had
been previously provided through NP funding, were transferred to another
Commonwealth funding mechanism known as the National Healthcare Specific
Purpose Payment (SPP) which commenced on 1 July 2009.'” Under the IGA FFR,
National Healthcare SPPs are made as part of a separate National Healthcare
Agreement which supports the States and Territories in delivering services across
the Health sector.

In August 2011, a new National Health Agreement was signed by COAG in an
effort to deliver major reforms to the funding and delivery of health and aged
care services across Australia.'?® As a result, from July 2012, National Health
Reform Funding replaced the National Healthcare SPP."?° The Commonwealth
Government’s National Health Reform Funding is provided to the States and
Territories on a per capita basis. In 2014-15, Victoria received $3.85 billion as part
of this funding arrangement.’*®

The Commonwealth Government continues to provide additional funding for
the Health sector through NPAs. Between 2012-13 and 2014-15, NP funding for
the Health sector has varied between 11 and 17 per cent of the total NP funding
provided to Victoria. This is not expected to change significantly as indicated in
the forward estimates.’?

Health National Partnership funding to Victoria (2008-09 to 2014-15)

Notes:  National Healthcare Specific Purpose Payments commenced from July 2009.
National Health Reform Funding replaced National Healthcare Specific Purpose Payments from July 2012.
Source: Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15

Figure 4.6 provides an indication of how NP funding has been utilised within the
Health sector in Victoria. The bar graphs indicate that:™33

127  Commonwealth of Australia, Final Budget Outcome 2008-09 (2008), p.61

128  Commonwealth of Australia, Council on Federal Financial Relations, National Health Reform,
<www.federalfinancialrelations.gov.au/content/national_health_reform.aspx>, viewed 30 May 2016

129  ibid.
130  Commonwealth of Australia, Final Budget Outcome 2014-15 (2015), p.59
131 Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2012-13 to 2014-15

132 Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15;
Commonwealth of Australia, Mid-Year Economic and Fiscal Outlook 2015-16 (2015), pp.76-80

133 Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into
the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions
on Notice/Specific Questionnaire, received 27 January 2016, pp.3-6
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« NP funding used for ‘facilitating reforms’ and ‘capital works and
infrastructure projects’ has varied over the six year period 2009-10 to 2014-15.
For example, in 2011-12 there was a significant increase in NP funding for
capital works through the NPA on Health Infrastructure which related to the
National Cancer System. 4

« NP funding applied to ‘facilitating reforms’ was substantially higher in both
2010-11 and 2011-12 compared with other years.

« The proportion of NP funding applied to ‘service delivery’ purposes
in the Health Sector was the highest in 2009-10 (at around 73 per cent)
and remained significant between 2010-11 and 2014-15 at around 25 to
40 per cent.

- The amount of NP funding provided for service delivery peaked in 2011-12 at
$167.60 million, mainly due to the new subacute beds guarantee funding as
part of the NPA on Improving Public Hospital Services.'®

Figure 4.6  Utilisation® of Health National Partnership funding to Victoria (2009-10 to 2014-15)
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(a) The Department of Treasury and Finance highlighted that the data provided on utilisation of funding is indicative only

and ‘does not necessarily reflect or align with the treatment and presentation adopted for financial transfers included in
Victorian estimates of grants’™® to Victoria.

(b) In 2014-15, NP funding was not utilised for facilitating reforms.

Source: Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into the
Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/
Specific Questionnaire, received 27 January 2016, pp.3-6

FINDING 26: The level of Commonwealth National Partnership funding to the Victorian
Health sector has fluctuated over the six year period 2009-10 to 2014-15. The proportion
of funding used for service delivery purposes has remained significant over the period

at around 25 to 40 per cent of total National Partnership funding to the Victorian

Health Sector.

134  Committee calculations based on Commonwealth of Australia, Final Budget Outcome 2011-12 (2012), pp.74-7
135  ibid.

136  Department of Treasury and Finance, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Specific Questionnaire, received
27 January 2016, p.1
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4.4.2
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National Partnership funding to the Education sector

In 2008-09, a separate National Education Agreement commenced under the
IGA FFR through which the Commonwealth Government provided National
Schools Specific Purpose Payments (SPPs) to support the States and Territories in
delivering services across the education sector.’™

From 1January 2014, a new National Education Reform Agreement was agreed.
This Agreement is known as the Students First Funding arrangement and
replaced the National Schools SPP.*® Payments under the new Agreement are paid
to States, Territories and non-government education sectors on a per capita basis.
In 2014-15, Victoria received $3.68 billion as part of this funding arrangement.'®

Figure 4.7 shows the NP funding provided to Victoria for the Education sector
from 2008-09 to 2014-15. The data indicates that significantly higher funding
levels were provided between 2008-09 and 2010-11. This was mainly due to:

« Approximately 69 per cent ($1.31 billion) of the NP funding provided to
Victoria in 2008-09 related to Indigenous Education Strategic Initiatives;
School Grants; Targeted Programs; and Skilling Australia’s Workforce.
From 1 January 2009, these payments were included in funding provided
through the National Schools SPPs rather than through NPs.4°

« In2008-09 and 2009-10, NP funding to the Education sector included
funding for ‘Skills and Workforce Development’. NPAs to this sector were
separated in 2010-11.

«  Between 2009-10 and 2010-11, the NPA on National Building and Jobs
Plan (Building the Education Revolution (BER)) was implemented as part
of the then Commonwealth Government’s economic stimulus package.
The BER component of the NPA injected large amounts of Commonwealth
Government funding for Victorian school infrastructure and capital
works projects'.

« Between 2008-09 and 2012-13, the NPA on Digital Education Revolution
provided approximately $27 million each year to support the expansion of
ICT in Victorian schools.™?

137  Commonwealth of Australia, Council on Federal Financial Relations, National Agreements,
<www.federalfinancialrelations.gov.au/content/national_agreements.aspx>, viewed 30 May 2016

138  Commonwealth of Australia, Council on Federal Financial Relations, Students First,
<www.federalfinancialrelations.gov.au/content/students_first.aspx>, viewed 30 May 2016

139  Commonwealth of Australia, Final Budget Outcome 2014-15 (2015), p.59

140 Committee calculations based on Commonwealth of Australia, Final Budget Outcome 2008-09 (2009),
pp.62, 74.

141 Commonwealth of Australia, Final Budget Outcome 2009-10 (2010), pp.59-79; Commonwealth of Australia,
Final Budget Outcome 2010-11 (2011), pp.66-86

142  Committee calculations based on Department of Education and Training, Committee Hearing: Supporting
Material for Inquiry into the Impact of Victorian Government Service Delivery Changes to National Partnerships
17 November 2015 (Amended), supplementary evidence received 17 November 2015, p.5

Public Accounts and Estimates Committee



Chapter 4 Funding for National Partnership Agreements

Figure 4.7 also shows that NP funding provided to the Education sector decreased
substantially in 2011-12 (a drop of 62 per cent on 2010-11) and continued to

fall by around 30 to 35 per cent each year from $519.40 million in 2011-12 to
$144.34 million in 2014-15. This significant decrease was due to:

« reduced funding under the NPA on National Building and Jobs Plan (Building
the Education Revolution), which was nearing the end of its agreement
period; and

« the expiry of the NPA on Digital Education Revolution in 2012-13.

Figure 4.7 Education National Partnership funding to Victoria (2008-09® to 2014-15)

(a) In 2008-09, approximately 69 per cent ($1.31 billion) of the NP funding related to payments for /ndigenous Education
Strategic Initiatives, School Grants, Targeted Programs and Skilling Australia’s Workforce. From 1January 2009, these
payment categories were subsequently recorded as part of the National Schools SPPs.

Source: Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15

Figure 4.8 provides an indication of how NP funding has been utilised for
capital works and infrastructure, service delivery, and facilitating reforms in
the Education sector over the six year period 2009-10 to 2014-15. The bar graphs
indicate that:™3

« In2009-10 and 2010-11, approximately 92 per cent of Education NP funding
was provided for ‘capital works and infrastructure projects’ through the NPA
on National Building and Jobs Plan (Building the Education Revolution).**
There was a smaller proportion of NP funding utilised for capital works in
2011-12 (approximately 36 per cent) as this NPA came to an end. In recent
years, NP funding for capital works, as a proportion of total Education
NP funding, has been minimal at around 17 per cent in 2014-15.

- While Education NP funding applied to ‘service delivery’ has varied over the
six year period, it has also comprised the predominant use of NP funding
since 2011-12. Funds utilised for ‘service delivery’ purposes was at its highest
in 2012-13 at about $192.0 million (about 58 per cent of total NP funding

143  Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into
the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions
on Notice/Specific Questionnaire, received 27 January 2016, pp.3-6

144  Committee calculations based on Commonwealth of Australia, Final Budget Outcome 2009-10 (2010), pp.71-2;
Commonwealth of Australia, Final Budget Outcome 2010-11 (2011), pp.77-8
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for Education). In 2014-15, NP funding used for ‘service delivery’ purposes
was significant at $119.6 million, which comprised about 83 per cent of total
NP funding for Education.

« NP funding used for ‘facilitating reforms’ fluctuated over the six year period.
Amounts used for ‘facilitating reforms’ was reasonably low between 2009-10
and 2010-11 and remained at about 33 per cent between 2011-12 and 2013-14.
The data shows no NP funding was applied to reform initiatives in the
Education sector in 2014-15.

Figure 4.8 Utilisation® of Education National Partnership funding to Victoria
(2009-10 to 2014-15)
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(b) The Department of Treasury and Finance highlighted that the data provided on utilisation of funding is indicative only
and ‘does not necessarily reflect or align with the treatment and presentation adopted for financial transfers included
in Victorian estimates of grants™> to Victoria.
(c) In 2014-15, NP funding was not utilised for facilitating reforms.

Source: Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into the
Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/
Specific Questionnaire, received 27 January 2016, pp.3-6

FINDING 27: A significant amount of Commonwealth National Partnership funding
provided for the Education sector in Victoria in 2009-10 and 2010-11 was used for capital
works and infrastructure improvements in schools as part of the National Partnership
Agreement on Building the Education Revolution. Since 2011-12, a significant proportion of
National Partnership funding provided to the Education sector has been used for service
delivery purposes, comprising around 55 per cent of National Partnership funding to this
sector and more recently as high as 83 per cent in 2014-15.

145 Department of Treasury and Finance, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Specific Questionnaire, received
27 January 2016, p.1
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4.4.3 National Partnership funding to the Skills and Workforce
Development sector

As noted in the previous section, from 2008-09 to 2010-11, NP funding for

the Skills and Workforce Development sector was included in payments to the
Education sector. In 2010-11, Skills and Workforce Development was introduced
by the Commonwealth Government as a separate NP sector.

Figure 4.9 shows a steady increase in NP funding levels for this sector over the
five year period 2010-11 to 2014-15. There was a significant increase in NP funding
from 2012-13 as a result of the implementation of the NPA on Skills Reform which
was aimed at reform of the Vocational Education and Training system.¢

Figure 4.9  Skills and Workforce Development National Partnership funding to Victoria
(2008-09 to 2014-15)
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(a) In 2008-09 and 2009-10, National Partnership funding for the Skills and Workforce Development sector was

previously included in payments to the Education sector.
Source: Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15

Figure 4.10 indicates how Skills and Workforce Development NP funding to
Victoria over the five year period 2010-11 to 2014-15. The Committee notes that,
as a proportion of the total NP funding to Victoria for this sector:#’

« NP funding applied to ‘capital works and infrastructure projects’ has been
very minimal, at less than three per cent, over the period.

- NP funding used for ‘service delivery’ was low in 2010-11 and 2011-12 but
became more significant in 2012-13 at approximately 81 per cent of NP
funding to the sector in that year. In 2014-15, NP funding applied to ‘service
delivery’ purposes comprised 100 per cent of total NP funding to the sector
and was at its most significant dollar amount of about $102 million.

» NP funding applied to ‘facilitating reforms’ peaked in 2011-12 at about
28 per cent ($28 million) of total Skills and Workforce Development NP
funding. Since then it has fallen from $28 million in 2011-12 to $15.7 million
in 2013-14.

146  Department of Education and Training, Committee Hearing: Supporting Material for Inquiry into the Impact
of Victorian Government Service Delivery Changes to National Partnerships 17 November 2015 (Amended),
supplementary evidence received 17 November 2015, p.5

147  Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into
the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions
on Notice/Specific Questionnaire, received 27 January 2016, pp.3-6
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Figure 4.10 Utilisation® of Skills and Workforce Development National Partnership funding to
Victoria (2010-11 to 2014-15)
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(a) The Department of Treasury and Finance highlighted that the data provided on utilisation of funding is indicative only

and ‘does not necessarily reflect or align with the treatment and presentation adopted for financial transfers included in
Victorian estimates of grants’™® to Victoria.

(b) NP funding was not utilised for facilitating reforms in 2014-15.
(c) NP funding was not utilised for capital works/infrastructure projects in 2010-11, 2012-13, 2013-14 and 2014-15.

Source: Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into the
Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/
Specific Questionnaire, received 27 January 2016, pp.3-6

FINDING 28: Commonwealth National Partnership funding provided to Victoria for
the Skills and Workforce Development sector has been on an increasing trend since
first introduced in 2010-11. Funding applied to service delivery in this sector has been
significant, especially since 2012-13 when reforms to the Vocational Education and
Training sector commenced.

444 National Partnership funding to the Community Services sector

Figure 4.11 indicates that NP funding levels provided to Victoria for the
Community Services sector have remained fairly stable over the seven year period
2008-09 to 2014-15. Most of the NP funding to the Community Services sector
(between 60 to 92 per cent) relates to either:

- the agreement for the Home and Community Care (HACC) program; or

« the Bilateral Agreement between the Commonwealth and Victoria for
Transitioning Responsibilities for the Aged Care and Disability Services
in Victoria.

148 Department of Treasury and Finance, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Specific Questionnaire, received
27 January 2016, p.1
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Figure 411 Community Services National Partnership funding to Victoria (2008-09 to 2014-15)

&

Source: Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15

Information provided to the Committee by the Department of Treasury and
Finance indicates that NP funding to the Community Services sector has been
wholly applied to ‘service delivery’ purposes.™®

The Committee notes that one of the more significant NP funding agreements

in this sector related to the NPA on Certain Concessions for Pensioner Concession
Card and Seniors Card Holders which provided for ‘ongoing funding and provision
of certain concessions for pensioners and Seniors Card holders’.>°

The Commonwealth Government’s Final Budget Outcome 2014-15 and Federal
Financial Relations Budget Paper No. 3 2016-17 reports indicate that funding

for the NPA on Certain Concessions for Pensioner Concession Card and Seniors
Card Holders has been discontinued. The Victorian Government advised the
Committee that the termination of this NPA had resulted in a funding shortfall
in 2014-15 of $73.8 million.™ The termination of this NPA by the Commonwealth
Government is discussed in further detail in Chapter 5 of this report.

FINDING 29: Commonwealth National Partnership funding provided to Victoria for
the Community Services sector has been wholly utilised for service delivery. Funding
amounts have remained fairly constant over the seven year period 2008-09 to 2014-15.

FINDING 30: The sudden cessation of funding in 2014-15 provided for under the
National Partnership Agreement on Certain Concessions for Pensioner Concession Card
and Seniors Card Holders resulted in the Victorian Government compensating for the loss
of $73.8 million in the Commonwealth Government’s contribution for the concessions
program.

149  Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into
the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions
on Notice/Specific Questionnaire, received 27 January 2016, pp.3-6

150 Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.25

151 ibid, p.4
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4.4.5

Figure 4.12

70

National Partnership funding to the Affordable Housing sector

In 2008-09, around 26 per cent ($130.35 million) of total NP funding to the
Affordable Housing sector in Victoria related to the payments for:
Commonwealth-State Housing Agreement Block Assistance/Base Funding;
Community Housing; Crisis Accommodation Assistance; Housing Assistance
for Indigenous People; and Supported Accommodation Assistance.” From
1January 2009, these payments were subsequently paid as National
Specific Purpose Payments which later became the National Affordable
Housing Agreement."3

Figure 4.12 indicates a spike in NP funding in this sector in 2009-10. This was due
to a significant portion (approximately 69 per cent or $905 million)™* of funding
provided through the NPA on Nation Building and Jobs Plan (Social Housing) as
part of the Commonwealth Government’s economic stimulus package aimed at
avoiding the economic impacts of the Global Financial Crisis.

Affordable Housing National Partnership funding to Victoria (2008-09® to 2014-15)

(a) In 2008-09, approximately 26 per cent ($130.35 million) of the NP funding related to payments for
Commonwealth-State Housing Agreement Block Assistance/Base Funding, Community Housing, Crisis Accommodation
Assistance, Housing Assistance for Indigenous People and Supported Accommodation Assistance. From 1 January
2009, these payment categories were subsequently recorded as part of the National Specific Purpose Payments.

Source: Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15

The primary aim of this NPA was to ‘increase the supply of social housing through
new construction, and contribute to reduced homelessness, and improved outcomes
for homeless and Indigenous Australians’ >

After 2010-11, NP funding for the Affordable Housing sector was significantly
reduced as the NPA on Nation Building and Jobs Plan (Social Housing) came to an
end. From 2010-11 onwards, the majority of other NP funding in this sector related
to the NPA on Homelessness and the NPA on First Home Owners Boost.

152  Committee calculations based on Commonwealth of Australia, Final Budget Outcome 2008-09 (2009),
pp.62, 77

153 ibid.
154  Committee calculations based on Commonwealth of Australia, Final Budget Outcome 2009-10 (2010), p.74

155  Commonwealth of Australia, Council on Federal Financial Relations, National Partnership Agreement on
Social Housing, <www.federalfinancialrelations.gov.au/content/npa/housing.aspx> viewed 21 January 2016
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From 2012-13, the NPA on Homelessness comprised the majority (around
90 per cent) of the total NP funding provided to Victoria for the Affordable
Housing sector.'>®

The figures indicate that since 2010-11, NP funding in this sector has been falling
steadily each year, decreasing by:

« approximately 63 per cent in 2011-12 and 2012-13;
- 18.6 per cent in 2013-14; and
« 25.7 per cent in 2014-15.

Figure 4.13 shows how NP funding received for the Affordable Housing sector has
been utilised over the six year period 2009-10 to 2014-15.

Figure 4.13  Utilisation® of Affordable Housing National Partnership funding to Victoria
(2009-10 to 2014-15)
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(a) The Department of Treasury and Finance highlighted that the data provided on utilisation of funding is indicative only

and ‘does not necessarily reflect or align with the treatment and presentation adopted for financial transfers included
in Victorian estimates of grants™ to Victoria.

Source: Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into the
Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/
Specific Questionnaire, received 27 January 2016, pp.3-6

Based on analysis of the information provided by the Department of Treasury and
Finance, the Committee notes that:"®

« NP funding applied to ‘capital works and infrastructure projects’ was
significantly high in 2009-10 and 2010-11 due to the Commonwealth
Government’s economic stimulus package to avoid a recession created by
the global financial crisis. In 2009-10, funding for capital works comprised
73 per cent ($962 million) of the total NP funding to Victoria for the
Affordable Housing sector. After 2011-12, funding applied for this purpose
has declined significantly.

156  Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2012-13 to 2014-15

157 Department of Treasury and Finance, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Specific Questionnaire, received
27 January 2016, p.1

158  Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into
the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions
on Notice/Specific Questionnaire, received 27 January 2016, pp.3-6
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4.4.6
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«  Between 2009-10 and 2011-12, NP funding used for ‘service delivery’
comprised a fairly small proportion of total NP funding provided for the
Affordable Housing sector (between 27 to 39 per cent). From 2012-13,
funding applied to service delivery in this sector increased substantially
as a proportion. In 2014-15, NP funding used for service delivery comprised
90 per cent ($23 million) of the NP funding provided to the Affordable
Housing sector in that year.

As noted earlier, the Commonwealth Government also provides financial
assistance to the Affordable Housing sector through the National Affordable
Housing Agreement.® In 2014-15, Victoria received approximately $325 million
under the Agreement which is directed towards improving housing affordability
and homelessness outcomes for Australians.’6®

FINDING 31: Commonwealth National Partnership funding provided to the Affordable
Housing sector in Victoria has fallen significantly over the seven year period 2008-09

to 2014-15. In 2009-10, significant National Partnership funds were provided to boost the
supply of social housing stock and as part of the Commonwealth Government’s economic
stimulus package in response to the global financial crisis. Since 2012-13, National
Partnership funding in this sector has been utilised mainly for service delivery.

National Partnership funding to the Infrastructure sector

Evidence gathered by the Committee throughout the Inquiry has suggested that
NPAs have been typically suited to supporting capital works and infrastructure
projects across a number of government service areas (e.g. health and education).
NPAs provided under the Infrastructure sector are related to specific and
significant capital works projects within the State.

Asindicated in Figure 4.14, NP Infrastructure sector funding in Victoria was
reasonably stable between 2008-09 and 2010-11 after which it has varied,
ranging from $1.44 billion in 2011-12 up to $2.95 billion in 2013-14, and down to
$473 million in 2014-15.

Funding to this sector is predominantly impacted by Commonwealth
Government contributions to significant infrastructure projects in the State.
For example, the two funding spikes indicated in Figure 4.14 relate to:

« the Western Ring Road Upgrade, which was funded in 2011-12;'¢ and

- the Regional Rail Link and the East West Link infrastructure projects, which
were funded in 2013-14.62

159  Commonwealth of Australia, Council on Federal Financial Relations, National Affordable Housing Agreement,
<www.federalfinancialrelations.gov.au/content/national_agreements.aspx> viewed 20 April 2016.

160 Commonwealth of Australia, Final Budget Outcome 2014-15 (2015), p.59

161 Department of Treasury and Finance, 20171-12 Financial Report (Incorporating Quarterly Financial Report No.4)
(2012), pp. 6,120

162  Department of Treasury and Finance, 2013-14 Financial Report (Incorporating Quarterly Financial Report No.4)
(2014), pp. 2,140
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Figure 4.14 Infrastructure National Partnership funding to Victoria (2008-09 to 2014-15)

Source: Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15

Figure 4.15 indicates that, as expected, almost all of the NP funding provided

for the Infrastructure sector over the six year period 2009-10 to 2014-15 has

been applied to ‘capital works and infrastructure projects’, with 2014-15 having
the lowest NP funding level over the reporting period. NP funding applied to
‘service delivery’ has been consistently minimal over this period: below 3 per cent
between 2009-10 and 2013-14 and about 6 per cent in 2014-15.63

Figure 4.15  Utilisation® of Infrastructure National Partnership funding to Victoria
(2009-10 to 2014-15)
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(a) The Department of Treasury and Finance highlighted that the data provided on utilisation of funding is indicative only

and ‘does not necessarily reflect or align with the treatment and presentation adopted for financial transfers included
in Victorian estimates of grants’®* to Victoria.

Source: Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into the
Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/
Specific Questionnaire, received 27 January 2016, pp.3-6

163  Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into
the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions
on Notice/Specific Questionnaire, received 27 January 2016, pp.3-6

164  Department of Treasury and Finance, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/Specific
Questionnaire, received 27 January 2016 p.1
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4.4.7

Figure 4.16
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FINDING 32: Commonwealth National Partnership funding to Victoria for the
Infrastructure sector has varied over the period 2008-09 to 2014-15 and has reflected
specific, significant infrastructure projects which have been built in Victoria in partnership
with the Commonwealth Government. National Partnership funding to the Infrastructure
sector was at its highest level in 2013-14 at $2.95 billion and its lowest level in 2014-15

at $473 million.

National Partnership funding to the Environment sector

NP funding to the Environment sector has been typically provided for specific
environmental initiatives involving the Commonwealth Government and the
States and Territories.

Figure 4.16 indicates that NP funding levels for this sector have fluctuated over
the period 2008-09 to 2014-15, ranging from a low point of $39 million in 2010-11
to a high point of $263 million in 2014-15.

A significant portion of this funding has been provided under the NPA on Water
for the Future and Water Management Partnership Agreements relating to the
Intergovernmental Agreement on Murray-Darling Basin Reform.'s>

The data indicates three peak funding years in 2011-12 ($224 million), 2013-14
($198 million) and 2014-15 ($263 million). These related to increased funding
provided for the Sustainable Rural Water Use and Infrastructure Program.
Since 2011-12, the Sustainable Rural Water Use and Infrastructure Program
contributed between 53 to 94 per cent of the total NP funding provided for the
Environment sector.’66

Environment National Partnership funding to Victoria (2008-09 to 2014-15)

Source: Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15

165 Commonwealth of Australia, Budget 2015-16 Federal Financial Relations Budget Paper No. 3 2015-16 (2015), p.67
166  Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2011-12 to 2014-15
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Figure 4.17 shows how NP funding to the Environment sector has been applied.
The Committee notes that:'s’

« Asaproportion of total NP funding provided for the Environment sector,
the percentage used for ‘capital works and infrastructure projects’ was
relatively low at 20 per cent in 2009-10 ($12 million) and 16 per cent in
2010-11 ($6 million). In 2014-15, almost all ($249 million or 95 per cent)
NP funding was applied to ‘capital works and infrastructure projects’.

« In2009-10, the proportion of total NP funding for the Environment sector
applied to ‘service delivery’ peaked at 80 per cent ($47 million) but has
decreased substantially as a proportion over time, from approximately
17 per cent in 2011-12 ($38 million) down to a low of approximately
5 per cent in 2013-14 ($10.7 million).

Figure 4.17  Utilisation® of Environment National Partnership funding to Victoria
(2009-10 to 2014-15)
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(a) The Department of Treasury and Finance highlighted that the data provided on utilisation of funding is indicative only

and ‘does not necessarily reflect or align with the treatment and presentation adopted for financial transfers included
in Victorian estimates of grants'®® to Victoria.

Source: Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into the
Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/
Specific Questionnaire, received 27 January 2016, pp.3-6

FINDING 33: Commonwealth National Partnership funding provided for the
Environment sector in Victoria has been predominantly used for infrastructure and/

or capital works projects with funding levels in recent years on an increasing trend.
These recent payments have related to funding for the Sustainable Rural Water Use and
Infrastructure Program.

167  Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into
the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions
on Notice/Specific Questionnaire, received 27 January 2016, pp.3-6

168 Department of Treasury and Finance, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Specific Questionnaire, received
27 January 2016, p.1
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4.4.8

Figure 4.18
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National Partnership funding categorised as ‘Contingent’

Commonwealth NP funding provided under the “Contingent” category tends
to relate to unusual or extraordinary payments and instances where the
Commonwealth Government has committed to provide compensation when an
event occurs or otherwise guarantees a State or Territory’s financial position.’6®

Since the commencement of the IGA FFR, NP funding provided to Victoria under
this category has remained relatively moderate with exceptions occurring in
2008-09 and 2010-11 as shown in Figure 4.18.

In 2008-09, the Commonwealth Government provided a National Disaster
Relief Package ($270.5 million)"° to assist Victoria in providing recovery support
and activities to towns and regions impacted by the 2009 Victorian bushfires.”!

Again, in 2010-11 the Commonwealth Government provided a National Disaster
Relief and Recovery Arrangement Package ($271 million)"7? to provide assistance in
response to the 2011 floods which caused extensive hardship and significant asset
damage and losses to regional areas in Victoria."”3

National Partnership funding to Victoria categorised as ‘Contingent’
(2008-09 to 2014-15)

-

Source: Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15

The Committee notes that information provided by the Department of Treasury
and Finance indicates that NP funding provided under the “Contingent” category
have been applied only for ‘service delivery’ purposes.’*

169  Commonwealth of Australia, Budget 2015-16 Federal Financial Relations Budget Paper No. 3 2015-16 (2015), p.68
170  Commonwealth of Australia, Final Budget Outcome 2008-09 (2009), p.80

17 Department of Treasury and Finance, 2008-09 Financial Report (Incorporating Quarterly Financial Report No. 4)
(2009), p.4

172  Commonwealth of Australia, Final Budget Outcome 2010-11 (2011), p.85

173 Department of Treasury and Finance, 2010-11 Financial Report (Incorporating Quarterly Financial Report No. 4)
(201), p.2

174  Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into
the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions
on Notice/Specific Questionnaire, received 27 January 2016, pp.3-6
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FINDING 34: National Partnership funding categorised as “Contingent” relates to
Commonwealth Government payments for unusual or extraordinary circumstances

or instances where the Commonwealth Government has committed to provide
compensation when an event occurs. Significant payments were provided to Victoria
to support disaster recovery programs following the 2009 Victorian Bushfires and the
2011 major flooding across western and central Victoria.

4.4.9 National Partnership funding categorised as ‘Other’

The final category under which the Commonwealth Government provides

NP funding to Victoria is defined as “Other”. This category includes payments
which do not fall into any of the other sectors/categories and can also include
payments in respect of:'7>

« Public order and safety;
« Recreation and culture; and
« Transport and communication.

The Committee notes that the Commonwealth Government includes the NPA on
Legal Assistance Services in this funding category.

Asindicated in Figure 4.19, the Committee notes that since the commencement
of the IGA FFR in 2008-09, NP funding categorised as “Other” has remained
relatively stable with the exception of two peak funding years in 2011-12 and
2012-13. These exceptions are explained below.

Figure 4.19 National Partnership funding to Victoria categorised as ‘Other’
(2008-09 to 2014-15)

Source: Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15

175 Commonwealth of Australia, Budget 2015-16 Federal Financial Relations Budget Paper No.3 2015-16 (2015), p.70
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In 2011-12, the Victorian Government received $142 million in NP funding which
was a significant increase on funding received in 2010-11. Analysis of this increase
revealed that, as a proportion of the total NP funding for that year:"7®

- Approximately 35 per cent (or $49.6 million) related to the NPA to Deliver a
Seamless National Economy;

«  About 30 per cent (or $43.6 million) related to the NPA on Legal Assistance
Services;

- About 14 per cent (or $20 million) related to funding for the protection and
promotion of the Melbourne Royal Exhibition Building; and

« Around 18 per cent (or $26.2 million) related to the NPA (Project Agreement)
forthe Location-Based Mobile Telephone Emergency Warning Capability.
Victoria led the project procurement process on behalf of other jurisdictions
to enable the delivery of warnings to mobile telephones based on the handset
location at the time of an emergency."””

In 2012-13, the Victorian Government received $161 million in NP funding

of which approximately 65 per cent (or $106 million) related to a “once-off”
additional payment for the Victorian Local Hospitals Network.”® According to
the Commonwealth Government’s Budget Papers, this payment was provided

to assist Victorian hospitals in addressing funding shortfalls and to maintain
health services and was noted as additional to the Commonwealth Government’s
funding commitments under the National Health Reform Agreement."”?

Information provided to the Committee by the Department of Treasury and
Finance indicates that the NP funding provided under the category of “Other”
has been predominantly used for service delivery. Figure 4.20 shows that
there was an exception when approximately $57 million was directed towards
‘facilitating reforms’ as part of the NPA to Deliver a Seamless National Economy
over the two financial years in 2011-12 and 2012-13.18°

176 ~ Committee calculations based on Commonwealth of Australia, Final Budget Outcome 2011-12 (2012), p.88

177  Commonwealth of Australia, Budget 2012-13 Federal Financial Relations Budget Paper No. 3 2012-13 (2013), p.116
178  Committee calculations based on Commonwealth of Australia, Final Budget Outcome 2012-13 (2013), p.91

179  Commonwealth of Australia, Budget 2013-14 Budget Measures Budget Paper No.2 (2014), p.187

180 Committee calculations based on Commonwealth of Australia, Final Budget Outcome 2011-12 (2012), p.88;
Commonwealth of Australia, Final Budget Outcome 2012-13 (2013), p.91; Department of Treasury and Finance,
Response to the Committee’s Inquiry into the Impact on Victorian Government Service Delivery of Changes to
National Partnership Agreements Questions on Notice/Specific Questionnaire, received 27 January 2016, pp.3-6
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Figure 4.20 Utilisation® of National Partnership funding to Victoria categorised as “Other”
(2009-10 to 2014-15)
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(@) Although delivered through a National Partnership funding mechanism, the Commonwealth Government’s financial

assistance grants to local governments do not have any NPAs designed around them and hence are not included.
(b) The Department of Treasury and Finance highlighted that the data provided on utilisation of funding is indicative only

and ‘does not necessarily reflect or align with the treatment and presentation adopted for financial transfers included
in Victorian estimates of grants"®' to Victoria.

Source: Committee calculations based on Department of Treasury and Finance, Response to the Committee’s Inquiry into the
Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/
Specific Questionnaire, received 27 January 2016, pp.3-6

FINDING 35: National Partnership funding to Victoria categorised as “Other” has
generally been applied for service delivery purposes with the majority of funding
relating to the National Partnership Agreement on Legal Assistance Services. Funding in
this category has been relatively stable over the period 2008-09 to 2014-15, with the
exception of the two year period 2011-12 to 2012-13 when about $106 million was
provided by the Commonwealth Government as a “once-off” additional payment

for Victorian health services and approximately $57 million was provided for specific
economic reforms under the National Partnership Agreement to Deliver a Seamless
National Economy.

4.5 Victorian Government funding and support for
National Partnership Agreements

This Chapter has presented a detailed analysis of Commonwealth Government
funding to Victoria for National Partnership Agreements entered into between
2008-09 and 2014-15. The Chapter has also sought to provide an indication of how
this funding has been utilised in terms either capital works and infrastructure
projects, service delivery purposes, or for the facilitation of reforms in the State.

181 Department of Treasury and Finance, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Specific Questionnaire, received
27 January 2016, p.1
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The Inquiry’s Terms of Reference also require the Committee to identify and
report on funding levels and any additional services which the Victorian
Government provides, or has provided, as a result of NPAs entered into

since 2008. The Committee requested Victorian Government departments to
provide details of any State contributions in terms of funding or additional
services in relation to specific NPAs entered into between 2008-09 and 2014-15.

The information gathered is presented in the following sections. Details relating
to five significant NPAs which are supported by significant financial contributions
from the Victorian Government are discussed. Also provided, is a summary of
other NPAs within the Health and Education sectors which have been supported
by contributions made by the Victorian Government.

National Partnership Agreement on Home and Community Care

The NPA on Home and Community Care (NPA on HACC) has provided
Commonwealth and State Government funding for a suite of home and
community care (HACC) services in Victoria. This NPA commenced in 2008-09
however the Commonwealth Government had been providing financial support
to the State for similar services before the commencement of the 2008 IGA FFR.

This funding helps support services to a significant number of people in the
Victorian community. The Victorian Government advised that in 2014-15, the
HACC program in Victoria provided services to approximately 300,000 Victorians
in which around 72 per cent were aged over 65 years old and around 28 per cent
were aged below 65 years of age.s?

Figure 4.21 illustrates the funding levels provided by the Commonwealth and
Victorian Governments in respect of the NPA on HACC over the seven year
period 2008-09 to 2015-16. The Commiittee notes that the Victorian Government
has committed to contribute total State funding of $2.22 billion over the eight
year period.'™3

As shown in Figure 4.21, the Commonwealth Government’s expected contribution
to the HACC program has increased slightly from 53 per cent in 2008-09
(approximately $264 million) to about 59 per cent (approximately $415 million)

in 2015-16. Simultaneously, the Victorian Government’s funding contribution has
decreased slightly from 47 per cent (approximately $236 million) in 2008-09 to
about 41 per cent (approximately $291 million) in 2015-16.'84

182  Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.23

183  Committee calculations based on Department of Premier and Cabinet, Response to the Committee’s Inquiry
into the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements
Questionnaire, received 6 November 2015, p.20

184  ibid.
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Figure 4.21
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NPA on Home and Community Care — Commonwealth and State funding
contributions (2008-09 to 2015-16)
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Notes:  Percentage figures are referenced from the Commonwealth Government's Letters of Offer and the Victorian
Government’s Programme Budget.

Excludes capital assets, depreciation and funding carried forward.

Source: Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements Questionnaire, received 6 November 2015, p.20

The Victorian Government advised that the Bilateral Agreement between the
Commonwealth and Victoria on Transitioning Responsibilities for Aged Care and
Disability Services was signed in September 2015 and from 1 July 2016 the current
NPA on HACC will come to an end.™® From 1 July 2016, funding and management
of the HACC programme will be split as follows:'86

« The Commonwealth Government will directly fund and manage the services
for HACC clients aged 65 years and over and 50 and over for Aboriginal
people, with further changes to the funding model expected after 1 July 2018.

« The Victorian Government will directly fund and manage the services for
HACC clients aged below 65 years of age with an estimated 25 per cent from
this group expected to transition over to the Commonwealth Government’s
National Disability Insurance Scheme.

As a result of the new Bilateral Agreement, 71 per cent of the HACC Program’s
$700 million budget will transfer to the Commonwealth.'®” The Commonwealth
Government’s Home Support Program will largely replace the HACC Program
in Victoria.'®8

The Victorian Government expects the Commonwealth Government to make
further changes to the funding arrangements for the community aged care sector
after 1 July 2018.'8°

185 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.23

186  ibid, pp.23-4

187  ibid, p.23
188  ibid.
189  ibid, p.24
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FINDING 36: The Commonwealth Government has provided funding to support

home and community care services in Victoria over a long period predating the
Intergovernmental Agreement on Federal Financial Relations. From 2008-09 this support
was provided under a National Partnership Agreement. Between 2008-09 and 2015-16,
the Victorian Government contributed approximately $2.22 billion in State funding

as part of this Agreement. From 1 July 2016, the National Partnership Agreement on
Home and Community Care will be replaced by a new Bilateral Agreement between the
Commonwealth and Victoria aimed at transitioning responsibilities for aged care and
disability services.

National Partnership Agreement on Aged Care Assessment
Program

While classified as an NPA, the Committee was advised that the NPA on Aged
Care Assessment Program is more a contract between the Department of Health
and Human Services and the Commonwealth Department of Social Services.'®°
The overall objective of the Agreement is to ensure that older Australians
receive equitable access to high quality Aged Care Assessment Teams or ACAT
assessment services that can determine their eligibility for subsidised aged care
to meet their care needs.!”!

The Aged Care Assessment Program is supported by funding from both the
Commonwealth and Victorian Governments. As shown in Figure 4.22, the
Commonwealth Government’s expected contribution to the Program was
estimated at 61.3 per cent (about $16.6 million) in 2008-09 and increased to
approximately 64.6 per cent (about $28 million) in 2015-16. Over the same period
the Victorian Government’s expected contribution to the Aged Care Assessment
Program declined slightly from approximately 38.7 per cent (about $10.5 million)
to 35 per cent (about $15 million). The Committee notes that successive
Victorian Governments have committed to contributing total State funding of
approximately $99.1 million over the eight year period.'#?

The Department of Health and Human Services, along with other States and
Territories, negotiated an extension to the “contract” which will end 30 June 2016,
after which Victoria will continue to administer the Program until 30 June 2018.1%3

190 ibid., p.19 and p.24

191 Commonwealth of Australia, Council on Federal Financial Relations, Implementation Plan for the Aged Care
Assessment Program (Victoria), p.3, <www.federalfinancialrelations.gov.au/content/npa/community_services/
aged_care/VIC_IP.pdf> viewed 21 March 2016

192  Committee calculations based on Department of Premier and Cabinet, Response to the Committee’s Inquiry
into the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements
Questionnaire, received 6 November 2015, p.19

193  Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.24
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Figure 4.22 NPA on Aged Care Assessment Program — Commonwealth and State funding
contributions (2008-09 to 2015-16)
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Note: Percentage figures are referenced from the Commonwealth Government Budget papers and the Government
Budget Papers.

Excludes capital assets, depreciation and carry forward.

Source: Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements Questionnaire, received 6 November 2015, p.19

FINDING 37: The Aged Care Assessment Program has been jointly funded by
successive Commonwealth and Victorian Governments since 2008-09. Successive
Commonwealth Governments have committed to contributing approximately 63 per cent
of Program funding over the period 2008-09 to 2015-16, with Victoria providing the
balance. Over the same period successive Victorian Governments have committed to
providing approximately $99.1 million in State funding to this Program. The Agreement
with the Commonwealth Government is contracted to cease on 30 June 2016, after which
Victoria will continue to fund the Program until 30 June 2018.

4.5.3 National Partnership Agreement on Certain Concessions for
Pensioner Concession Card and Seniors Card Holders

Under the NPA on Certain Concessions for Pensioner Concession Card and Seniors
Card Holders, the Commonwealth Government provided a financial contribution
to Victoria in support of certain concessions. The Committee was advised that the
NPA comprised two components:'4

- The first component related to certain concessions to all Pension Concession
Card holders in return for indexed Commonwealth Government funding.
Funding for this had been provided by the Commonwealth Government
since 1993 (pre-dating the first NPA in 2008-09).

« The second component related to the Commonwealth Government’s
contribution to the provision of ‘Designated Public Transport Concessions’
to all Australian Seniors Card holders using public transport, irrespective
of the State of residence. This component commenced in 2008-09 as a
Commonwealth Government initiative.

194  Department of Premier and Cabinet, Submission to the Inquiry into the Impact on Victorian Government Service
Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.25
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Figure 4.23 shows the contributions made by the Commonwealth and
Victorian Governments to providing these concessions from 2008-09 to
2014-15. The Commonwealth Government’s committed contribution over the
period was between 9 to 11 per cent ($54.6 to $71.2 million) while the Victorian
Government’s committed contribution was between 89 to 100 per cent
($446.7 to $718.1 million).'9s

The Victorian Government met the total cost of providing these concessions in
2014-15 after the Commonwealth Government terminated the NPA as part of its’
2014-15 Commonwealth Budget. The impact of this termination is discussed in
further detail in Chapters 5 and 6 of this report.

Figure 4.23 NPA on Certain Concessions for Pensioner Concession Card and Seniors Card
Holders — Commonwealth and State funding contributions (2008-09 to 2014-15)
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Notes:  State funding figures are referenced from the Government’s Budget Papers. Commonwealth funding figures are
referenced from the Commonwealth Government’s Final Budget Outcome papers.

Victorian figures are from Output Summary Table of Budget Paper 3 (from 2008-09 to 2015-16 Budgets) and include
concessions administered by the Department of Economic Development, Jobs, Transport and Resources.

Source: Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements Questionnaire, received 6 November 2015, p.19;
Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15

FINDING 38: In 2008-09 the National Partnership Agreement on Certain Concessions
for Pensioner Concession Card and Seniors Card Holders replaced long standing

indexed Commonwealth Government funding which had been provided in support of
concessions since 1993. Victoria has committed to providing approximately 90 per cent
of the funding or $4.08 billion for these concessions since 2008-09. In 2014-15, the
Victorian Government assumed full policy and funding responsibility for the concessions
program when the Commonwealth Government unexpectedly terminated the National
Partnership Agreement on Certain Concessions for Pensioner Concession Card and
Seniors Card Holders.

195 Committee calculations based on Department of Premier and Cabinet, Response to the Committee’s Inquiry
into the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements
Questionnaire, received 6 November 2015, p.19; Commonwealth of Australia, Final Budget Outcome, 2008-09
to 2014-15
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4.5.4 National Partnership Agreement on Homelessness

The NPA on Homelessness (NPAH) commenced in 2009 with almost equal
contributions from the Commonwealth and Victorian Governments as shown in
Figure 4.24. The data indicates that the percentage of funding contribution from
the Commonwealth and Victorian Governments have shifted over the seven year
period 2009-10 to 2015-16. Figure 4.24 shows that the Victorian Government has
provided a greater share of the funding in relation to the NPAH since 2012-13.

Figure 4.24 NPA on Homelessness — Commonwealth and State funding contributions
(2009-10 to 2015-16)
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Source: Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.23

The Committee was advised that in addition to the contributions shown in
Figure 4.24, additional funding for capital works and support of social housing
in Victoria was provided as follows:'%¢

« Under the 2009-13 NPAH, the Commonwealth Government provided
$29.54 million in capital funding for public housing. The Victorian
Government also invested $25.5 million in capital and support funding over
five years under its’ A Place to Call Home initiative.

« In2013-14, the Commonwealth Government provided an additional
$8 million capital funding under the NPAH. The Victorian Government
matched this $8 million contribution in-kind.

FINDING 39: The National Partnership Agreement on Homelessness commenced

in 2009-10 with almost equal contributions from the Commonwealth and Victorian
Governments. Since 2012-13 the Victorian Government has provided a greater share of
the funding in relation to this Agreement. The Victorian Government has also contributed
approximately $33.5 million in capital and support funding for social housing between
2009-10 and 2013-14.

196  Department of Premier and Cabinet, Submission to the Inquiry into the Impact on Victorian Government Service
Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.23
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Figure 4.25
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National Partnership Agreement on Legal Assistance Services

Commonwealth Government contributions for legal assistance services in
Victoria commenced as an NPA in July 2010 however the funding has been
provided over a long period of time, pre-dating the IGA FFR."’

The Victorian Government’s submission to the Inquiry indicated that since the
mid-1990s, successive Commonwealth Governments have reduced the total
funding pool and indexation rate applied to funding the states and territories for
the provision of legal assistance services.'®®

Figure 4.25 indicates that Victoria’s contribution to the provision of these
services ranges between 66 and 69 per cent over the period 2008-09 to 2013-14.
The Victorian Government highlighted in its submission to this Inquiry that in
1999-2000, the Commonwealth Government contributed about 46.6 per cent
of Victoria Legal Aid (VLA) total government income but had decreased its
contribution to 31.2 per cent by 2013-14.1%°

Since the first NPA on Legal Assistance Services (NPALAS) in 2010-11, the
contributions by successive Commonwealth and Victorian Governments have
been fairly steady, varying around 2 per cent between 2010-11 and 2013-14 with
the Victorian Government contributing between $142 million to $158 million
and the Commonwealth Government contributing between $46 million to

$49 million.2°0

NPA on Legal Assistance Services — Commonwealth and State funding
contributions (2008-09 to 2013-14)
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Note: NPALAS first commenced in 2010-11 even though funding has been provided prior to this period.

Source: Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.31

197  ibid, p.30
198  ibid.
199  ibid, p.31

200 Reproduced from dataset provided, Department of Premier and Cabinet, Submission to the Committee’s Inquiry
into the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements,
received 21 August 2015, p.31
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The Victorian Government’s submission to the Inquiry also indicated that
successive Victorian Governments have provided additional funding to the legal
assistance sector to address the widening deficits due to declining Commonwealth
Government funding and increased local demand as follows:2"!

- $25 million provided in the 2009-10 State Budget for the VLA for essential
duty lawyer services and legal representation services.

«  $50 million in the 2010-11 State Budget over two years to meet demand
growth for services offered by VLA, including legal representation and
duty lawyer services for disadvantaged Victorians who could not afford
legal assistance.

«  More than $9 million in the 2011-12 State Budget over four years to support
Victoria’s Community Legal Centre (CLC) sector to help Victorians,
particularly those with difficulty accessing legal assistance.

« Anadditional $107 million in the Victorian Government’s 2012-13 State
Budget over four years for VLA to help Victorians obtain legal advice/
assistance and enable VLA to plan for the future with a more secure
funding base.

« The Victorian Government also advised that it has allocated an additional
$24.4 million over four years to the legal assistance sector in the 2015-16 State
Budget, for the following additional service initiatives:2°2

«  $2 million over two years to a CLC Assistance Fund to support vital programs
and services.

«  $1.2 million in 2015-16 to enable family violence duty lawyers of CLCs to
assist more victims at the Magistrates’ Court.

«  $2.1million in 2015-16 to provide free Family Violence legal advice.

«  $200,000 over four years to the Fitzroy Legal Service to ensure the Law
Handbook remains free online.

«  $371,000 in 2015-16 to continue funding for JobWatch which provides free
employment law advice in Victoria.

«  $2.09 million over four years to continue funding of legal assistance for the
Assessment and Referral Court (ARC) List in the Magistrates’ Court.

+ $16.46 million over four years for the Social and Community Services (SACS)
equal remuneration order for legal assistance service providers, of which
about $2.8 million will be assigned to the legal assistance sector in 2015-16.

FINDING 40: Marginal increases in Commonwealth Government funding under the
National Partnership Agreement on Legal Assistance Services have not kept pace with
increasing demand for these services or with the cost of providing the services. As such,
successive Victorian Governments have had to contribute additional and increasing
amounts of State funding to address the gap.

201 Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.33

202 ibid., pp.33-4
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4.5.6

Table 4.3
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Other National Partnership Agreements in the Health and

Education sectors

The Committee has gathered evidence from Victorian Government departments,
the VHA and the MAV highlighting contributions which have been provided

by the Victorian Government in relation to a number of NPAs in the Health

and Education sectors. Table 4.3 provides details of these contributions which
comprise financial contributions and in-kind arrangements, and also additional
service initiatives or programs which have been established by the Victorian
Government in association with the specific NPA.

The information gathered also identified instances where the Victorian
Government has had to contribute additional funding to support a program or
service when the NPA lapsed or in some cases when the NPA was terminated by
the Commonwealth Government.

Further discussion in relation to the management of these NPAs by the
Commonwealth Government and the impacts of changes in Commonwealth
Government funding for these Agreements are detailed in Chapter 5 of

this report.

Contributions by Victoria to National Partnership Agreements — Health

and Education

Health National Partnership
Agreements

Victorian State Government contribution to National Partnership
Agreements

NPA on Hospital and Health
Workforce Reform

(October 2008 to June 2013)

Victorian Government funding contribution of $133.65 million provided over
four years to establish the National Health Workforce Agency.

NPA on Closing the Gap in Indigenous
Health Outcomes

(October 2008 to June 2013)

Victorian Government funding contribution of $58 million over the period
of the NPA.

Project Agreement for the National
Perinatal Depression Initiative

(2008-09 to 2014-15)

50:50 cash and in-kind funding arrangement between the Commonwealth
and Victorian Governments.

NPA on Preventive Health
(January 2009 to June 2014)

Healthy Together Victoria initiative launched, which uses a complex whole
of systems approach to tackle overweight and obesity and related chronic
preventable disease.

The initiative delivers multiple policies, strategies and programs across
Victoria including a concentrated, community led prevention effort in
12 Healthy Together Communities (14 Local Government Authorities) to
improve health and wellbeing.

When this NPA ceased unexpectedly in 2013-14, the Victorian Government
re-prioritised 2015-16 State funding to continue two elements of the
Healthy Together Initiative:

* Healthy Together Achievement Program, and
* Healthy Together Eating Advisory Service

The cost of continuing these two programs for 12 months is $1.85 million.
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Health National Partnership
Agreements

Victorian State Government contribution to National Partnership
Agreements

Project Agreement for Indigenous
Teenage Sexual and Reproductive
Health and Young Parent Support

(2008-09 to 2014-15)

Under this NPA, the Victorian Government successfully implemented:

* The expansion of four existing Koori Maternity Services sites at
Aboriginal community controlled health organisations;

* The establishment of three new Koori Maternity Services sites at
Victorian public hospital sites; and

* The establishment of the Victorian Indigenous Young Person’s Sexual
Health Unit (Wulumperi) at the Melbourne Sexual Health Centre.

When funding lapsed under this NPA, the Victorian Government
allocated $1.1 million in 2015-16 State funding to continue the Koori
Maternity Services.

NPA on Universal Access to Early
Childhood Education

(January 2009 to December 2017)

The Victorian Government funds 10 out of the total 15 hours of
Kindergarten/pre-school hours per week at a cost of approximately
$204 million per annum.

The community and local governments provide a further 35 per cent
(or approximately $110 million) per annum through parent fees, fundraising
and local government resources.

Between 2009 and 2012, local government invested $216 million of their
own funds to meet the capital costs associated with the 15 hour per week
of kindergarten/pre-school reforms under the NPA.

NPA on Youth Attainment and
Transitions (2009-11 to 2013-14)

The Local Learning and Employment Networks were jointly funded by the
Commonwealth and Victorian Governments with Victoria contributing
around $8 million each year. In the 2075-16 State Budget the Victorian
Government committed $32 million to continue the work of these
Networks.

When funding lapsed under this NPA, the Victorian Government
determined to continue the following initiatives:

* Workplace Learning Coordinators were funded by Victoria in 2014
($5.1 million) and 2015 ($5.1 million) at the same level as was provided
under the NPA.

* Apprenticeship Support Officers were funded by Victoria from
January 2015 to June 2016 at a cost of $5 million.

* Youth Connections initiative has been replaced by a State funded
initiative aimed at disengaged Youth. The Victorian Government
has allocated $8.6 million over two years (2015 to 2017) to support
the initiative.

NPA on Digital Education Revolution
(January 2010 to June 2013)

NPA on Building the Education
Revolution

(2008-09 to 2011-12)

The Victorian Government contributed funding to complement the
Commonwealth Government’s Building the Education Revolution (BER) and
Digital Education Revolution (DER) National Secondary Schools Computer
Fund (NSSCF) that facilitate the deployment of the enterprise wireless
network (eduSTAR.net):

* $11.62 million in Victorian Government funding was used for new
secondary schools or secondary schools with an increase in enrolments.

+ $46.69 million in Victorian Government funding complemented the
Commonwealth Government’s BER and DER funding to establish the
enterprise wireless network across Victorian government schools.

* Ongoing state appropriation funding was provided to support the base
provision of broadband (VicSmart), internet (eduSTAR.ISP) and technical
support (eduSTAR.TSS) to Victorian government schools.

NPA on Indigenous Early Childhood
Development

(July 2008 to June 2014)

Establishment of Children and Family Centres to integrate child and
maternal health, and parent and family support services (Bubup Wilam
and Dala Yooro). Since this NPA expired the Victorian Government has
contributed approximately $260,000 to support the operation of the two
centres.

The Victorian Government also provided funding for kindergarten
programs in these Centres in 2015.

Source: Compiled by the Committee with reference to material provided on Commonwealth of Australia, Council on Federal
Financial Relations, National Partnership Agreement on Nation Building and Jobs Plan - Building the Education
Revolution (BER), <www.federalfinancialrelations.gov.au/content/npa/education.aspx> viewed 20 April 2016; and in
Submissions and Responses made to the Committee /nquiry into the Impact on Victorian Government Service Delivery
of Changes to National Partnership Agreements, received July 2015; August 2015; November 2015; and January 2016
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Conclusion

The examples presented highlight the contributions made by the Victorian
Government to some of the NPAs entered into with the Commonwealth
Government and also provide information about additional funding and
resources contributed by the Victorian Government to maintain specific services
and programs in a number of areas important to the wellbeing of Victorians.

Although NP funding levels to Victoria continue to decline, the Committee also
notes that:

« Overall, Commonwealth Government payments to Victoria continue
to increase.

« Changes in the composition of Commonwealth Government payment
categories reflect the policy objectives and funding priorities of different
successive Commonwealth and Victorian Governments.

- Itisthe responsibility of any incumbent Victorian Government, signing up
to an NPA with the Commonwealth Government, to manage the expectations
and output expenditure of these time-limited Agreements.

Many of these services and programs relate to key areas of government service
provision such as homelessness services, home and community care services,
legal assistance services, the provision of concessions to Pensioners and Seniors,
Indigenous health, early childhood education provision and preventive health
initiatives.

As was noted in Chapter 3, NPAs are intended to be short-term funding
arrangements for the delivery of a specific project or reform and not for

services of an ongoing nature. As such, the use of NPAs by the Commonwealth
Government to fund these types of public services does not align with purpose
for NPAs as outlined in the IGA FFR. The use of NPAs to support ongoing service
delivery is discussed further in Chapter 6 of this report.

FINDING 41: Successive Victorian Governments have contributed significant levels
of State funding to support a number of National Partnership Agreements entered into
with the Commonwealth Government since 2008. In addition, a number of services and
programs established through National Partnership funding have received continued
support from the Victorian Government after an Agreement has expired or been
terminated. Any incumbent Victorian Government, signing up to a National Partnership
Agreement with the Commonwealth Government, is responsible for managing the
expectations and output expenditure of these time-limited Agreements.
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5 Impact of changes to National
Partnership Agreements

5.1 Introduction

The previous Chapter presented details of Commonwealth National Partnership
(NP) funding provided to Victoria from 2008-09 to 2014-15 across a number of
government sectors, such as health, education, housing and infrastructure.

The data demonstrated the fluctuations in NP funding over that seven year
period. These fluctuations in funding occur as a result of decisions made by the
Commonwealth Government in relation to:

- amendments to agreed funding part way through the term of a National
Partnership Agreement (NPA);

- the funding models applied to an NPA on renewal or renegotiation;
« thelength of NP funding agreements;

- whether or not an NPA is renewed or renegotiated after it expires or lapses;
and

« the early termination of an NPA.

Sudden and unexpected changes in funding can have serious financial impacts
on the Victorian State Budget and also operational impacts in terms of the
quantity and quality of services which the Victorian Government is able to deliver
to Victorians.

Fluctuations in NP funding have created uncertainty for Victorian Government
departments and service providers which has made planning, resourcing

and achieving effective outcomes more difficult. This is especially the case in
areas where services are well established and there is increasing demand and
expectation from the community about their ongoing provision (e.g. early
childhood education provision, homelessness services, legal assistance services
and concessions to concession card holders).

The Victorian Government’s submission to the Inquiry states:2%3

Commonwealth funding reductions impact on the ability of Victorian departments
to deliver services. It is difficult to manage the risks associated with ongoing
uncertainty without impacts being felt by service users. It is challenging for Victoria
to absorb the impact of Commonwealth NP funding reductions in critical program
areas, particularly as they are often announced with limited notice.

203 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.9
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The Terms of Reference for this Inquiry require the Committee to examine
expiring, lapsing or amended NPAs and the resulting changes to service delivery
that have occurred or that will occur. The Terms of Reference also require the
Committee to identify any risks associated with these changes to service delivery.

In addressing these issues, the Committee requested Victorian Government
departments to identify the changes which have been made to NPAs in their
portfolios and to describe the actual and potential impacts of these changes on
the delivery of services and programs.

A number of public submissions were also received which highlighted the
impacts of changes made to NPAs from the perspective of local government and
of organisations outside the public sector, representing employees and/or service
providers working in service delivery areas such as preventative health and
homelessness services.

The impacts of changes made to NPAs highlighted in this Chapter include actual
impacts and/or potential impacts or risks which may be related to financial,
operational, service performance, and/or service quality.

The Chapter examines individual NPAs managed by the Department of Health
and Human Services; the Department of Education and Training; and the
Department of Justice. These Victorian Government departments are responsible
for managing the majority of NPAs in Victoria.

Amendments to National Partnership Agreements

Information provided to the Committee highlighted a number of NPAs where the
Commonwealth Government had:

« amended the funding and/or the term of the Agreement either part way
through the Agreement or during the renegotiation of an Agreement at its
expiry; and

« deferred funding under an Agreement.

These amendments have resulted in:

« additional financial support being required from the Victorian Government
to continue to provide a service or program at a particular level for a specific
period; and/or

« changes to particular aspects of service delivery such as quantity, access
and/or the breadth of services available.

A number of examples are presented below which illustrate how certain
amendments to NPAs by the Commonwealth Government have impacted
government service delivery in Victoria.
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The Committee notes that successive Commonwealth Governments have
different policy objectives which may result in changes to Commonwealth
funding priorities to the States and Territories. This is evidenced in the funding
decisions taken at the Commonwealth and State levels with regards to the
prioritisation of government projects and programs.

5.2.1 Changes to National Partnership funding periods and deferral
of funding

The Victorian Government’s submission to the Inquiry highlighted dental
agreements as an area where the Commonwealth Government has made constant
policy and funding changes which have had a negative impact on the ability of
the Victorian Government and service providers to plan services effectively.

At the hearing, the Secretary of the Department of Health and Human Services
advised the Committee that the NPA relating to public dental health services was
one of the areas where short-term NPAs has become an inappropriate method

of funding what is, in fact, a long-term challenge both nationally and at the

State level.204

National Partnership Agreement on Adult Public Dental Services

The Victorian Government’s submission to this Inquiry noted that in 2012, the
Commonwealth Government announced national funding under the NPA for
Adult Public Dental Services of $1.3 billion to commence 1 July 2014. Victoria
was advised it would receive funding under the NPA of $219.4 million over
three years.2%5

However, in the Commonwealth 2014-15 Mid-Year Economic and Fiscal Outlook,
the commencement of this NPA was deferred for 12 months to 1 July 2015. Again,
in the 2015-16 Commonwealth Budget, it was announced that national funding for
this NPA would be scaled back to $155 million for a revised one year Agreement
which would expire 30 June 2016. The Victorian Government submission to this
Inquiry notes that Victoria’s share of this funding is still being negotiated.2°¢

204 Ms Kym Peake, Secretary, Department of Health and Human Services, /nquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, Transcript of evidence, Melbourne,
17 November, 2015, p.3

205 Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.3

206 ibid.
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At the hearings, the Secretary of the Department of Health and Human Services,
Ms Kym Peake outlined to the Committee the amendments which had been made
to Commonwealth NP funding for dental services over the past three years. The
Secretary stated:2%7

Changes to the duration and funding level of the agreement and failure to finalise the
NPA are posing challenges for the management of Victoria’s public dental services,
causing longer waiting times and resulting in fewer clients treated.

The Victorian Healthcare Association’s (VHA) submission to the Inquiry also
noted the impact of the deferral of funding under the NPA on Adult Public
Dental Services:2°8

Victoria saw dental patients waiting over 12 months for general dental care in the
January to March 2015 quarter, a 25 per cent increase when compared to the same
period last year.

Regarding the Victorian context, the revised NPA represented an approximate
$11 million reduction in Commonwealth dental funding to Victoria. No further
commitments have been made by the Commonwealth resulting in a significant
degree of forward uncertainty.

National Partnership Agreement on Treating More Public Dental Patients

In addition to the NPA on Adult Public Dental Services, another NPA on Treating
More Public Dental Patients commenced in December 2012 for a three year
period. The Committee was advised that this Agreement aimed to relieve pressure
on public dental waiting lists with a focus on targeted patient groups.

Under this NPA, Victoria received $85.4 million in Commonwealth Government
funding up until 30 June 2015, providing treatment to approximately 110,000
Victorians. The VHA submission to the Inquiry noted that as a result of this
funding, access to public dental services had improved with waiting lists reduced
by 32 per cent for general dental care and waiting times reduced to 8.8 months as
at March 2014.20°

The NPA on Treating More Public Dental Patients expired on 30 June 2015 and
this coupled with the Commonwealth Government’s decision in December 2014
to defer the commencement of the NPA on Adult Public Dental Services created
additional challenges for the management of Victoria’s public dental health
services. Specifically, the Department of Health and Human Services, via the
Victoria Government’s submission to the Inquiry, advised the Committee that
amendments to these NPAs have impacted both the number of public dental

207 Ms Kym Peake, Secretary, Department of Health and Human Services, /nquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, Transcript of evidence, Melbourne,
17 November, 2015, p.3

208 Victorian Healthcare Association, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 28 July 2015, p.4

209 ibid, p.3
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clients treated and dental care waiting times in Victoria. In addition, funding
uncertainty going forward has adverse impacts for both the dental care workforce
and dental health care planning in the State.?'®

The Committee notes the VHA submission stated its general view that NPAs
should not be changed unilaterally during their agreement term and where
possible, successful agreements should be extended in a way which allows health
services to plan ahead for any changes to their workforce and service provision
arrangements.?"

FINDING 42: The Committee notes that National Partnership funding can be deferred
before the commencement of an agreed funding period and varied without prior notice
and without any further commitment from the Commonwealth Government to continue
funding. These funding amendments have a direct and immediate impact on eligible
clients and create uncertainty for the Victorian Government and service providers in
planning future service delivery.

The Committee considers that the Commonwealth Government should commit
in good faith not to make random and unforeseen amendments to previously
agreed funding periods, and funding levels, as initially advised in NPAs. The
Committee also considers that the examples provided are further evidence

that short-term funding through an NPA is inappropriate Commonwealth
Government financial support for essential and ongoing services such as the
provision of public dental health care in Victoria.

RECOMMENDATION 7: The Victorian Government should actively encourage the
Commonwealth Government to commit to maintaining the initial length of agreement
and funding terms specified in National Partnership Agreements and avoid amendments
and deferrals.

5.3 Funding models and indexation applied to National
Partnership Agreements

The Committee noted evidence that funding models and indexation applied to
NPAs by the Commonwealth Government are often unclear and/or do not fully
reflect the factors related to the provision of services.

The Committee heard that funding changes between Agreement periods
(i.e. when an Agreement is renewed or renegotiated at its expiry) have not
adequately accounted for statistics related to population growth and price

210  Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.26

21 Victorian Healthcare Association, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 28 July 2015, p.1
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indexation.?? This has an obvious and sometimes significant impact on the “real”
value of funding provided under a renegotiated Agreement and effectively means
that funding may be diminishing in real terms over time albeit nominal amounts
of funding are increasing slightly.

The NPA on Legal Assistance Services and the NPA on Homelessness were provided
as two examples where inadequate indexation is applied to Commonwealth
Government funding from year to year. The Committee also heard that the
funding indexation model applied to the NPA on Legal Assistance Services was not
completely clear.

The Committee considers it critical that, in the case of National Partnership
Agreements, a more robust process and mechanism for developing suitable
indexation models is needed rather than a non-transparent and ad-hoc approach
between the Commonwealth and State and Territory Governments. This would
assist in ensuring more sustainable Commonwealth financial support for State
delivered government services and programs.

Lack of transparency in funding models

National Partnership Agreement on Legal Assistance Services

The Committee notes that in 2014, the Commonwealth Government’s
Attorney-General’s Department commissioned a Review of the NPA on Legal
Assistance Services. As part of this Review, the indexation used to determine
NPALAS funding to the States and Territories was compared to other cost and
demand indexes. The Review found that the indexation used was not keeping
pace with unit cost or growth in service demand.?

Information provided in the Victorian Government’s submission to this Inquiry
indicated that in 2014-15, Victoria received the lowest NPA on Legal Assistance
Services (NPALAS) funding per capita of all States and Territories. Also, funding
amounts under the new NPALAS for the period 2015 to 2020 indicate that this
situation will continue.?*

As noted in Chapter 4, Commonwealth Government funding for legal assistance
services has been provided over many years. The NPALAS commenced as an NPA
in July 2010 and was built on a long standing arrangement for the delivery of legal
services for disadvantaged Victorians. The original NPALAS was for four years
and was extended in 2014 for an additional year.?’®

212 According to the Australian Bureau of Statistics, Price Indexation refers to adjustments of payments
and/or charges to take into account of changes like inflations in categories of price indexes such as
Consumer Price Index, Wage Price Index, Producer Price Index, International Trade Price Index, Residential
Property Price Index, Selected Living Cost Index etc. <www.abs.gov.au/websitedbs/c311215.nsf/web/
Inflation+and+Price+Indexes+-+Use+of+Price+Indexes+in+Contracts> viewed 11 February 2016

213 ACIL Allen Consulting, Review of the National Partnership Agreement on Legal Assistance Services- Final Report
(2014), prepared for the Commonwealth of Australia Attorney-General’s Department, p.19

214  Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, pp.31-2

215  ibid., p.30
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Figure 5.1 shows funding levels provided for legal assistance services since
2008-09 when the IGA FFR commenced operation. The figures indicate that
funding provided under the NPALAS has increased only marginally (i.e. an
average annual increase of 2.3 per cent) from 2010-11 to 2014-15, following a
more significant increase in 2010-11 when the NPALAS was established.

Figure 5.1 Commonwealth funding to Victoria for Legal Assistance Services
(2008-09 to 2014-15)

$ million

2008-09 2009-10 2010-11 20m-12 2012-13 201314 2014-15

Note: NPA on Legal Assistance Services commenced in 2010-11.
Source: Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15

After taking into consideration the increasing costs associated with providing
legal aid services and the increasing demand for these services over the past
five years, these minimal increases in funding become even more diminished.
The Committee was advised that this has resulted in the Victorian Government
having to meet the widening gap between Commonwealth Government funding
and legal assistance service demand.?'

The Victorian Government advised that it expects Commonwealth Government
funding for legal assistance services to decline further in the future under the
new five year NPALAS which commenced July 2015.2"7

FINDING 43: Commonwealth National Partnership funding provided to support
legal assistance services in Victoria remained relatively stable over the period 2010-11
to 2014-15. Limited indexation of legal assistance funding has meant that the Victorian
Government has chosen to provide additional funding to meet increasing service
demand. The funding set out in the renegotiated five-year National Partnership
Agreement on Legal Assistance Services, suggests that this funding gap will worsen
between 2015 and 2020.

At the hearing, the Secretary of the Department of Justice and Regulation,

Mr Greg Wilson indicated that there was limited understanding around

how Commonwealth Government funding for legal assistance services was
determined. The Secretary advised that the Commonwealth Government
applied a funding model to legal assistance services which took into account
not only population growth but also measures of disadvantage, cost structures
and some analysis of legal need, however how these factors were then weighted

216  ibid., p.33
217  ibid., pp.32-3
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and considered by the Commonwealth Government in allocating funding under
the NPALAS was unknown.?® The Secretary advocated the need for greater
transparency around funding formulas, stating:2"

In terms of a partnership, each state understanding the weights that have been
attached to those different factors and how these things were calculated, more
transparency would be a good thing I would have thought. Of course we would also
want more weight on the things that would advantage a greater allocation. I guess
that would help us understand how these numbers were derived...

FINDING 44: There is a lack of transparency in relation to the funding formulas
applied by the Commonwealth Government in determining funding provided through
National Partnership Agreements for specific service delivery areas such as legal
assistance services.

The Committee considers a formalised open and transparent funding model
with indexation that considers appropriate factors in the specific areas of service
delivery applied in determining NP funding would be helpful to Victoria in the
negotiation of Agreements and would also assist the State’s understanding of
the Commonwealth Government’s funding priorities in specific areas of service
delivery and would inform and assist Victoria’s negotiation of NPAs.

RECOMMENDATION 8: The Victorian Government should seek to negotiate and work
with the Commonwealth Government to achieve a formalised and transparent funding
model with indexation that considers appropriate factors relevant to specific areas of
service delivery when negotiating and agreeing funding for each National Partnership
Agreement. This would provide for fairer and more productive negotiation and discussion
between the Commonwealth and Victoria about needs and priorities within specific
service delivery areas.

Inadequate indexation

National Partnership Agreement on Homelessness

The Committee examined the funding contributions by the Commonwealth
Government under the NPA on Homelessness (NPAH) over the seven year period
2008-09 to 2104-15 compared with Victorian Government nominal expenditure??°
on homelessness services over the same period.

218  Mr Greg Wilson, Secretary, Department of Justice and Regulation, /nquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, Transcript of evidence, Melbourne,
19 November, 2015, pp.3-4

219  ibid, p.4

220 Nominal expenditure is an unadjusted value which does not make adjustments to reflect factors such as
consumer price index or other inflation rates and provides a more accurate measure in real terms.
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The Committee notes that the Commonwealth Government has met its
commitments and funding obligations to provide financial support to Victoria
for each of the NPAs on Homelessness negotiated with Victoria over the past
seven years.?

Asindicated in Figure 5.2, Commonwealth Government funding to Victoria
provided under the NPAH increased between 2008-09 and 2012-13 but fell
in 2013-14.

Figure 5.2 also indicates that Victorian Government nominal expenditure

on homelessness services over the period 2008-09 to 2014-15 has increased
significantly especially since 2010-11. The Compound Annual Growth Rate of
nominal expenditure on homelessness services between 2008-09 and 2014-15
was 13 per cent. This increased expenditure has been necessary to meet the
increasing demand for homelessness services in the State which are impacted
by a number of factors including, a shortage of affordable housing, family and
relationship breakdowns, long-term unemployment, mental health issues and
substance abuse.

Figure 5.2 Commonwealth funding for NPA on Homelessness and Total Victorian Government
nominal expenditure on Homelessness services (2008-09 to 2014-15)

$ million

2008-09 2009-10 2010-1 20M-12 2012-13 2013-14 2014-15

= Total Victorian Government expenditure == NPA on Homelessness
on Homelessness Services (Nominal)

Note: Separate to this NPA, Victoria receives funding from the Commonwealth Government under the National Affordable
Housing Agreement (National Specific Purpose Payments) with the broad aim to improve both housing affordability
and homelessness outcomes for Australians.?2?

Source: Committee calculations based on: Commonwealth of Australia, Final Budget Outcome, 2008-09 to 2014-15;
Commonwealth of Australia, Productivity Commission, Report on Government Services 2016 Volume G
(Housing and Homelessness) Chapter 18 Homelessness Services (2016),
<www.pc.gov.au/research/ongoing/report-on-government-services/2016/housing-and-homelessness/
homelessness-services/rogs-2016-volumeg-chapter18-attachment.xIsx>, viewed 29 January 2016.;
Commonwealth of Australia, Productivity Commission, Report on Government Services 2012 Part G
(Housing and Homelessness) Chapter 17: Homelessness Services (2012), <www.pc.gov.au/research/ongoing/
report-on-government-services/2012/2012/63-government-services-2012-chapter17-attachment.xIs>,
viewed 29 January 2016

221 Committee calculations based on Commonwealth of Australia, Final Budget Outcome, 2009-10 to 2014-15;
Commonwealth of Australia, Council on Federal Financial Relations, National Partnership Agreement on
Homelessness - 2014-15, <www.federalfinancialrelations.gov.au/content/npa/housing/homelessness_2014/
national_partnership_2014d.pdf> viewed on 3 June 2016, p.8; Department of Premier and Cabinet, Submission
to the Committee’s Inquiry into the Impact on Victorian Government Service Delivery of Changes to National
Partnership Agreements, received 21 August 2015, p.23; Victorian Government, Implementation Plan for the
National Partnership Agreement on Homelessness - Victoria, <www.federalfinancialrelations.gov.au/content/
npa/housing.aspx> viewed on 3 June 2016, pp. 2, 11, 36

222 Commonwealth of Australia, Council on Federal Financial Relations, National Affordable Housing Agreement,
<www.federalfinancialrelations.gov.au/content/national_agreements.aspx> viewed 21 January 2016
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The data provided in Figure 5.2 clearly shows the increasing funding gap between
Commonwealth NP funding for homelessness services and nominal expenditure
on homelessness services in Victoria over the period 2009 to 2015. This funding
gap has been met through Victorian Government funding.

FINDING 45: The Victorian Government’s total nominal expenditure on homelessness
services has been on an increasing trend since 2010-11 while Commonwealth Government
funding provided under the National Partnership Agreement on Homelessness is
diminishing in real terms. As a result the funding gap between Commonwealth financial
support for homelessness services and expenditure needs is widening.

The Department of Health and Human Services, via the Victorian Government’s
response to this Inquiry, advised that Commonwealth funding under the recently
renegotiated NPA on Homelessness for 2015-17 has not accounted for population
growth or wage indexation (i.e. the Equal Remuneration Order which increased
rates of pay to people in the Community Services sector) effectively reducing
Commonwealth Government funding support in “real terms” by $2 million since
2014-15.22% In addition, despite the increasing demand for housing services the
‘service delivery targets’ specified in the NPAH for 2015-17 have not been adjusted
by the Commonwealth Government.

While noting that it is the responsibility of any incumbent Victorian Government
to renegotiate NPAs and also manage the expectations and output expenditure
of NPAs, the Committee was advised that the Victorian Government have

had to use part of the homelessness funding to cover wage growth and could
provide only a minimal indexation of one per cent per annum to service
providers. These providers have subsequently been forced to make changes to
their resourcing arrangements. The Department of Premier and Cabinet, in its
response to this Inquiry, claimed that this is unsustainable into the future and
could lead to:??4

- less people in housing crisis who are able to get assistance;
« anincrease in the “turn-away” rate at homelessness service providers; and

- anincrease in the number of people who become homeless and/or remain
homeless.

FINDING 46: The renegotiated National Partnership Agreement on Homelessness for
2015-17 does not fully fund increases in wage indexation for salaries in the community
services sector or for increasing demand for homelessness services. As a result, the
value of funding provided by the Commonwealth Government has been effectively
eroded over time.

Issues around indexation of funding were reiterated by the Chief Executive
Officer of VCOSS who commented on the lack of consideration of demand factors
in the indexing of NP funding for homelessness services.

223  Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.21

224  ibid.
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At the hearing, the Chief Executive Officer of VCOSS, Ms Emma King stated:?%

Demand for many services is growing, but funding through national partnership
agreements has either stagnated or it has actually declined in real terms, which has
had a significant impact on our members. Indexation of funding has been lower than
the growing cost of service provision, which has resulted in a decline in the real value
of funding, and this results in fewer services to vulnerable community members

and greater pressure on already well-overstretched community sector organisations
as well.

Inadequate consideration of realistic data on population growth, service demand
and cost/price factors in the indexation of NP funding by the Commonwealth
Government ultimately impacts the effectiveness of Victorian government
service delivery in terms of the access, quality and outcomes of those services and
programs for Victorians.

FINDING 47: Funding provided for some National Partnership Agreements, particularly
those supporting the provision of ongoing services such as homelessness, and legal
assistance, does not fully fund population growth, demand factors, and cost/price
indexation. This inadequate indexation of funding for renegotiated National Partnership
Agreements has a direct impact on the Victorian State Budget and has the potential to
impact the effectiveness of important services to the Victorian community.

RECOMMENDATION 9: The Victorian Government should negotiate and work with
the Commonwealth Government to develop a robust process and mechanism to take
appropriate account of population growth, service demand, and cost/price factors, in
funding indexation formulas. This is critically important to maintain the relevance and
effectiveness of National Partnerships as a realistic method of support for ongoing
services, such as legal assistance and homelessness services, to vulnerable members of
the Victorian community.

5.4 Renegotiation of National Partnership Agreements

While some NPAs have been established for a specific “one-off” project or

reform initiative, other NPAs have been renegotiated and replaced with a “new”
Agreement at their expiry. The Committee understands that most NPAs include
a standard review clause which provides for an assessment of progress made

in achieving the agreed objectives and outcomes and/or outputs prior to the
expiry of the Agreement. However, the Committee was advised by the Victorian
Government that these “end-of-term” reviews may not always influence future or
continued Commonwealth Government funding.??

225 Ms Emma King, Chief Executive Officer, Victorian Council of Social Service, Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, Transcript of evidence, Melbourne,
17 November, 2015, p.3

226 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.4
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In some cases the ability for Victorian Government departments to engage with
front-line service providers can be frustrated by the Commonwealth Government
presenting draft NPAs with very short negotiating timeframes and the
Commonwealth Government sometimes adopting a “take it or leave it” approach
to negotiation. Also a number of recent short-term NPAs did not include formal
review processes and some others had been terminated without any review
taking place.??’

As noted in the previous section, the Commonwealth Government has not fully
indexed funding provided under renegotiated NPAs for factors relevant to service
provision. The Committee noted earlier in this Chapter, that a formalised, open
and transparent funding model with indexation that considers appropriate
factors in the specific areas of service delivery is needed. The Committee also
noted the following examples of NPAs involving important service provision
being renegotiated by the Commonwealth Government over shorter funding
terms.

Short-term funding periods and late negotiation of expiring
National Partnership Agreements

The Victorian Government’s submission to this Inquiry notes recent practices of
the Commonwealth Government offering only short funding terms (i.e. one to two
year) for NPAs being renewed or renegotiated and for expiring agreements not to
be renegotiated until the final months prior to their expiry.??8

The Committee was advised that one to two year NPAs have prevented the
long-term design and efficacy of some services and programs. In addition,
shorter term agreements have impacted current and future workforce planning
requirements for Victorian Government departments, local government, and
service providers.

VCOSS explained that short-term funding requires service providers such

as community organisations, who are highly dependent on Commonwealth
Government funding, to spend extensive time and resources seeking funding
renewal or alternative sources of funding instead of utilising their time more
effectively by focussing ‘on the needs of people experiencing disadvantage and
improving the quality and accessibility of services’.??°

227  ibid, pp.3-4

228 Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, pp.3, 23
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The Secretary of the Department of Health and Human Services, Ms Kym Peake
explained at the hearings that:23°

Such short-term [NPAs] pose significant challenges to service delivery, particularly
for those required to staff up and deliver the services, as they are not provided

with adequate funding certainty to allow them to forward plan or support the
development of their workforce. In areas such as dental health and homelessness,
short-term NPAs are not an appropriate mechanism for funding what are long-term
challenges for both levels of government.

Similarly, the Secretary of the Department of Education and Training, Ms Gill
Callister advised that short-term, last minute renegotiation and agreement on
NPAs impacted effective service planning and employment continuity:?'

So people are wondering about their employment, parents are thinking, ‘We’ll go to
other services because this one might not continue’, or in the case of homelessness
staff, they are looking for other jobs because they do not know if the [National
Partnership Agreements are] going to be rolled over or renegotiated. Those are things
that could definitely be improved.

The Committee identified the following examples of NPAs which illustrate the
impact of the uncertainties created through short-term funding arrangements
established by the Commonwealth Government.

National Partnership Agreement on Universal Access to Early
Childhood Education

The NPA on Universal Access to Early Childhood Education (UAECE) commenced
in 2008-09 as a five year agreement (totalling $210.6 million) aimed at providing
access to preschool education for all children by 2013.

In April 2013, a new three year NPA on UAECE was agreed to by COAG
commencing July 2013 to June 2014.232 In Victoria, this Agreement comprised
$158 million in Commonwealth Government funding to support an increase
in the hours of kindergarten provision from 10 to 15 hours per child, per week.
The Victorian Government provides funding for 10 hours per child, per week
for service provision and Local Government also invests significant funds into
supporting the provision of preschool and kindergarten services.?3

In 2015, the Commonwealth and the States and Territories reaffirmed their
commitment to providing “Universal Access” to quality early childhood
education programs, with a focus on improving the participation of vulnerable

230 Ms Kym Peake, Secretary, Department of Health and Human Services, /nquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, Transcript of evidence,
17 November 2015, p.3

231  Ms Gill Callister, Secretary, Department of Education and Training, /nquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, Transcript of evidence,
17 November 2015, p.17

232 Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.6

233 Municipal Association of Victoria, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 28 July 2015, p.2
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and disadvantaged children and in a manner which ensures that cost is not a
barrier to participation.?** This Agreement was offered over a two year period and
comprised funding of $97.4 million for Victoria.?3

Table 5.1 shows the Commonwealth Government’s contributions to Victoria
under the three iterations of the NPA on UAECE between 2008-09 and 2014-15

Commonwealth funding to Victoria for the NPA on Universal Access to Early
Childhood Education (2008-09 to 2015-16)

NPA 2008-09  2009-10 2010-1 2011-12 2012-13 2013-14 2014-15 2015-16 Total

($million) ($million) ($million) ($million) ($million) ($million) ($million) ($million) (million)

ECE

200813 74 15.3 19.3 59.1 109.5 - - - 2106
UAECE
201315 B - - - 35 97.9 56.6 - 158.0
UAECE
2015-16 B - - - - - 29.2 68.2 97.4

Source: Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.6

As noted above, in 2015 the NPA on UAECE was extended for a one year period,
after having previously been funded as a five year Agreement (from 2009-2013)
and a three year Agreement (from 2013-2015). The Committee was advised by
the Victorian Government that a new Agreement for 2016-17 is currently under
negotiation.?36

The Victorian Government’s submission to this Inquiry notes the impact of these
short-term funding agreements on kindergarten and early childhood education
providers:?¥7

This has placed service providers in a near permanent state of uncertainty in terms of
both funding and their service delivery minimum obligations.

In addition, the MAV identified the following impacts of short-term funding of
Early Childhood Education services by the Commonwealth Government on local
government councils planning and resource management:23

- Councils are unable to incorporate pre-school planning into their four year
corporate planning cycles or their infrastructure and asset management
planning cycles without fully understanding future funding for pre-school
provision. Modifications and refurbishments of existing facilities and/or new
facilities cannot be planned for in advance.

234  Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.6

235  ibid.
236 ibid.
237 ibid., pp.3,6

238 Municipal Association of Victoria, Response to the Committee’s Inquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements Questions on Notice/Specific Questionnaire,
received 22 January 2016, p.5
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« Councils delivering pre-school programs (i.e. 40 of the 79 local councils) are
unable to develop robust and equitable workforce plans of service delivery
models without knowing whether funding for the provision of 15 hours
pre-school education will continue.

- Council financial planning is impacted by the difficulties which councils
face in preparing annual budgets and determining annual council rates with
uncertainty around ongoing Commonwealth funding support.

FINDING 48: Short-term funding of the National Partnership Agreement on Universal
Access to Early Childhood Education and late notice of renewal or renegotiated
Agreements have posed significant challenges for the Victorian Government, Local
Government, kindergartens and other service providers, endeavouring to plan their
current and future workforce requirements and program delivery.

National Partnership Agreement on Homelessness

The NPA on Homelessness (NPAH) commenced in 2009-10 as a four year
Agreement. Since then it has been renegotiated for one year in 2013-14 and
2014-15 and the current Agreement has been renegotiated for a two year period
2015-17.2%° Table 5.2 shows the Commonwealth Government contributions under
the various renegotiated NPAs for homelessness services since 2009-10.

Commonwealth funding to Victoria for the NPA on Homelessness
(2009-10 to 2015-17)

NPA 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17

($ million) ($ million) ($ million) ($ million) ($ million) ($ million) ($ million) ($ million)

NPAH
2009-13

139 20.1 211 211 - - - -

NPAH
2013-14

- 221 - - -

NPAH
201415

NPAH
2015-17

22.8 22.8

Source: Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.23

The Victorian Government’s submission to this Inquiry noted that short-term,
last minute funding decisions have created an environment of uncertainty

for the homelessness services sector, impacting staffing and operations. With
inadequate funding and uncertainty about future funding, service providers are
unable to effectively forward plan their services or support the development of
their workforce.?4°

239 Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.23

240 ibid.
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In its submission to the Inquiry, the Victorian Government claimed anecdotal
evidence of the impact on clients of inadequate, uncertain and last minute
funding negotiations for NPAs: 24

Anecdotal evidence suggests this has implications for clients, as referrals to a service
may need to be halted in the months preceding an agreement’s expiry if funding
certainty hasn’t been provided, and for staff, who may be employed on a contract that
aligns with the funding period.

The Victorian Government provided details of the support which Victoria is able
to provide with NPAH funding for homelessness activities in the State, advising
that this funding has contributed to:242

- over 15,000 “episodes” of support services to Victorians annually, directed at
preventing and addressing homelessness;

- the operation of two purpose built Indigenous family violence refuges and
two youth foyers located in regional Victoria;

« support to over 1,300 women and children each year who would otherwise
need to access crisis/refuge accommodation to live safely in their family
home;

« providing case management service for perpetrators of family violence for
275 people each year;

- providing support services for over 380 people each year to maintain their
current tenancies;

- housing assistance and support services for 150 young people leaving State
care each year;

- assistance with family reconciliation services to help over 300 young people
each year reconnect with significant family members and address their
homelessness;

« housing assistance services for over 100 prisoners prior to their exit from a
correctional facility; and

« providing support services to address the drug, alcohol and mental health
needs of over 500 young people at youth refuges.

The Victorian Government claimed that these government funded services are
all at risk if the NPAH expires in July 2017 and is not renegotiated. The lack of
certainty around funding beyond 2017 makes it very difficult for service providers
to forward plan, make necessary staffing and resourcing decisions, and develop
longer-term projects which focus on reform and innovation in service delivery.?43

241  ibid., p.24

242 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, pp.16-17

243 ibid., p.21
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The Victorian Government also highlighted that any withdrawal of funding
under the NPAH would result in job losses in homelessness agencies, a loss
in worker expertise and has a serious impact on service delivery and service
continuity. The Victorian Government advised:?44

Beyond 2017, when the existing NPA on Homelessness expires, any Commonwealth
funding withdrawal would have a significant detrimental impact on people
experiencing or at risk of homelessness and would exacerbate the impact and
duration of homelessness for those unable to access assistance.

Some services would be at imminent risk of closure. These services provide critical
support to vulnerable Victorians including young people, women and children
experiencing family violence, Aboriginal people, people with a mental illness and
people with a disability.

In terms of risks to Victorians in need of homelessness services, the Department
of Health and Human Services, via the Victorian Government’s submission

to this Inquiry, advised that changes to future funding under the NPAH could
result in:245

« areduction in the number of people in housing crisis who receive assistance;
- anincrease in the turn-away rate at homelessness services; and

- anincrease in the number of people who become homeless or remain
homeless.

FINDING 49: Short-term, last minute funding decisions have created an environment of
uncertainty for the homelessness services sector, impacting staffing and operations. With
inadequate funding and uncertainty about future funding, service providers are unable

to effectively forward plan their services or support the development of their workforce.
While noting that the right funding arrangement should be considered and that the
Commonwealth Government’s budgetary position has limited capacity, it is still the
responsibility of any incumbent Victorian Government to manage the output expenditure
and expectations of any time-limited National Partnership Agreements.

244  ibid., pp.21-22
245  ibid., p.21
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5.4.2 Project Agreement (NPA) for the National Perinatal Depression
Initiative

The Project Agreement for the National Perinatal Depression Initiative
commenced in 2008-09 and was aimed at improving the prevention and early
detection of antenatal and postnatal depression and to provide improved support
and treatment for expectant and new mothers experiencing depression. The
Agreement was underpinned by a 50:50 cash and in-kind funding arrangement
between the Commonwealth and Victorian Governments.?46

The Committee was advised by the Victorian Government that this Agreement
had been subject to frequent changes which disrupted service delivery and put
at risk the overall effectiveness of the Initiative. Table 5.3 indicates the funding
provided under various iterations of this NPA since 2008-09.

Table 5.3 Commonwealth funding for the Project Agreement for the National Perinatal
Depression Initiative (2008-09 to 2014-15)

Year NPA Progression Funding Offer Funding Received

($ million)
2008-09 Development of Investment Plans  Incremental 0.39
2009-10 Agreement in draft only March 2010 0.84
2010-11 May 2011 1.45
2011-12 Three year agreement - 2.25
2012-13 - 2.06
2013-14 One year agreement December 2013 1.96
2014-15 One year agreement December 2014 1.96

Source: Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.18

The Department of Health and Human Services, via the Victorian Government’s
submission to this Inquiry, provided information about the disruptions and
difficulties associated with this Project Agreement:?’

+  Between 2008 and 2010, funding was uncertain and erratic due to
negotiations related to the establishment of the Project Agreement.

« From 2010-11to 2012-13, a three year funding schedule was established
which provided predictable Commonwealth Government payments of
approximately $5.8 million.

« In December 2013, the Commonwealth Government made a late offer of
a one-year Agreement for 2013-14 of $1.96 million. This late notification,
almost six months into the Agreement period, created uncertainty around
the programs offered through the Initiative and in respect to the continued
employment of staff providing services.

246 Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.18

247  ibid.
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« In2014-15, Commonwealth Government funding under a further one
year Agreement was disrupted following advice from the Commonwealth
Government in December 2014 that the Agreement would lapse until all
jurisdictions accepted an offer of variation effective from June 2014.

The Department advised that these changes to the Agreement by the
Commonwealth Government over the past seven years and in particular
since July 2013 had impacted the planning and resourcing of service delivery.
These difficulties had been further compounded by delays in the transfer of
funds by the Commonwealth Government, pending approval of output and
performance reports.?+8

The Department further noted that the cessation of this NPA would make it more
difficult for women and their families affected by mental illness in the perinatal
period to access affordable assistance. Based on service performance over the six
months October 2014 to March 2015, the Department anticipates the following
potential impacts on services over the next 12 months:2%°

« 14,000 service contacts in rural areas for identifying and responding to
perinatal mental health issues through maternity and specialist mental
health services at risk.

« 4,400 calls and 368 families potentially unassisted via telephone information
and counselling for women and their families experiencing mental health
issues in the perinatal period.

« Almost 140 health professionals missing workforce development through
online training in perinatal mental health.

- Four medical practitioners missing training in perinatal and infant mental
health.

- 1,280 families with complex issues not receiving enhanced treatment options
from Early Parenting Centres.

« 230 telephone medication inquiries and 12,000 hits to online medication
profiles and consumer fact sheets promoting safe prescription of
psychotropic medication in the perinatal period at risk.

FINDING 50: Changes made by the Commonwealth Government over the past

seven years, and in particular since July 2013, to the Project Agreement for the National
Perinatal Depression Initiative have impacted the planning and resourcing of service
delivery. Cessation of this Project Agreement will likely make it more difficult for women
and their families affected by mental illness in the perinatal period to access affordable
assistance without Victorian Government support.

248 ibid.
249 ibid.
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5.4.3 Uncertainty over renegotiation of National Partnership
Agreements

The Committee notes that in addition to the NPAs discussed above, there are a
number of other NPAs where there is some uncertainty about whether funding
will continue. These are:

» NPA on Skills Reform which is due to expire on 30 June 2017.

+ NPA on Supporting Mental Health Reform which is due to expire on
30 June 2016.

« NPA on Adult Public Dental Services which is due to expire on 30 June 2016.

FINDING 51: Uncertain future Commonwealth Government funding and reductions
in funding creates job insecurity and job losses and ultimately disadvantages client
outcomes. The uncertainty around whether a National Partnership Agreement will be
renegotiated presents risks that more Victorians in disadvantaged groups may not
receive the necessary assistance.

544 Committee conclusion

The Committee considers there is a need for the Victorian Government to
reinforce to the Commonwealth Government the importance of securing longer
term funding for NPAs which provide some guarantees around future funding
levels. Such guarantees would assist Victorian Government departments and
service providers in the design and implementation of programs and services
aimed at providing more effective, longer term outcomes rather than being forced
to adopt a time limited or restricted approach to meeting needs and addressing
disadvantage.

FINDING 52: Short-term funding of National Partnership Agreements by the
Commonwealth Government create uncertainty around the provision of services over the
longer term and increase the risk of entrenched disadvantage, service inefficiencies and
potentially less effective outcomes for vulnerable members of the Victorian community.
While noting that the right funding arrangement should be considered, any incumbent
Victorian Government still has the responsibility to manage the output expenditure and
expectations of any National Partnership Agreements.

RECOMMENDATION 10: The Victorian Government should stress to the
Commonwealth Government the critical importance of longer term National Partnership
Agreements, which provide some certainty around both future funding levels and the
timing of the renegotiation of expiring agreements, or transitioning to other suitable and
sustainable funding arrangements. This would assist the efficient and effective delivery of
important community services in Victoria and the achievement of effective outcomes for
Victorians in receipt of those services.
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5.5 Ongoing implications of National Partnership
Agreements which are not renegotiated

The Committee found that in some cases there are ongoing implications for the
Victorian Government when an NPA lapses and is not renegotiated. Whilst it is
acknowledged that the IGA FFR intends NPAs to be time-limited instruments,
many NPAs have increased service capacity and/or created an expectation in the
community that a service or program will continue. When the NPA lapses, there
is a lack of compensating adjustment by the Commonwealth Government to
provide recurrent funding to assist the State in continuing to provide the service
or program.

A number of examples were highlighted in the Victorian Government’s
submission to the Inquiry, of NPAs which have lapsed without any commitment
of ongoing support from the Commonwealth Government. This has resulted in
changes to service delivery and created other risks to community members in
need of certain services. Examples are presented below.

5.5.1 National Partnership Agreement on Youth Attainment and
Transitions

The NPA on Youth Attainment and Transitions operated over a five year period
from 2009-10 to 2013-14 comprising total funding to Victoria over the period of
$164.58 million. The aims of the NPA were t0:25°

- achieve a national Year 12 or equivalent attainment rate of 90 per cent
by 2015;

- provide an education or training entitlement to young people aged
15-24 years of age;

- improve engagement of young people in education and training;

« assist young people aged 15-24 years to make a successful transition from
schooling into further education, training or employment; and

« better align Commonwealth, State and Territory programs and services
related to youth, careers and transitions.

In Victoria, funding provided through this NPA established three important
youth transition programs:*

«  Maximising Engagement Attainment and Successful Transitions program
(known as MEAST) which included a number of initiatives targeting students
and work placements; apprenticeship retention; and career services.

» Local Learning and Employment Networks which were funded through the
School Business Community Partnership Brokers initiative and aimed at
improving education and employment outcomes for young people.

250 ibid., p.12
251  ibid.
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«  Youth Connections initiative which provided outreach activities and case
management for disengaged youth.

Table 5.4 shows the funding provided to Victoria under the NPA on Youth
Attainment and Transitions from 2009-10 to 2013-14.

Commonwealth funding provided for the NPA on Youth Attainment and Transitions
(2009-10 to 2013-14)

Initiative 2009-10 2010-11 2011-12 2012-13 2013-14 Total

($ million) ($ million) ($ million) ($ million) ($ million) ($ million)

MEAST

Workplace Learning 1.38 531 531 531 2.66 19.97
Coordinators

Pastoral Care for Apprentices

(Apprenticeship Support 1.76 3.51 3.59 3.68 1.89 14.43
Officers)

Improving Career 0.57 267 2.58 2.66 1.39 9.87
Development Services

Koorie Transitions 0.15 0.92 0.95 0.97 052 351
Coordinators

MEAST Totals 3.86 12.41 12.43 12.62 6.46 47.78
Local Learning Employment

Networks (LLENS) 6.20 12.40 12.40 12.40 6.20 49.6
Youth Connections 8.40 16.80 16.80 16.80 8.40 67.2
NPA Totals 18.46 41.61 41.63 41.82 21.06 164.58

Source: Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.12

The Department of Education and Training, via the Victorian Government’s
response to this Inquiry, noted that each of these initiatives had achieved positive
outcomes. Consequently, when the NP funding ceased after 2013-14, the Victorian
Government decided to continue funding to support some of the initiatives for a
limited period or at a reduced level of service as follows:??

«  Workplace Learning Coordinators until the end of 2015. This program
assisted students undertaking work placements. The cost to Victoria of
continuing the program was $10.2 million over the two years (2014 and 2015).
In October 2015, the Victorian Government announced that the funding for
structured workplace learning would be maintained in 2016 through Local
Learning and Employment Networks.

« Apprenticeship Support Officers program for the period 1 January 2015
to 30 June 2016 at a cost of $5 million. This program assisted with
apprenticeship retention.

252 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, pp.35-6
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« Local Learning and Employment Networks after December 2014 but at
a significantly reduced level of funding (down from $13.26 million to
$8 million). As a result the scope of the program and services have been
scaled back which in turn has resulted in less support to improve education
and employment outcomes for young people. The 2015-16 State Budget,
included $32 million to continue the work of the Local Learning and
Employment Networks.

In addition to the impact on the Victorian State Budget of continuing to deliver
the initiatives listed above, the Committee was advised that:253

- Victorian schools have not been able to improve their career development
services for students and the professional development of Careers
practitioners is also expected to have been negatively impacted.

« The Koorie Transition Coordinators program ceased which impacted key
transition activities for Koorie students such as careers expos, assistance to
parents and collaborative partnerships with the Koorie Education Workforce
and other partnership brokers.

« Inthe absence of funding for this program, Koorie Education Coordinators
and Koorie Engagement Support Officers in each Education Region have
continued to offer some level of support to Koorie students, including
education and training transition and pathways.

- 74,322 young Victorians have received individual support services
through the Youth Connections program between 1 January 2010 and
31 December 2013. The immediate impact of the cessation of this Program
in February 2015 was that 26 providers and 300 youth workers were no
longer engaged to deliver outreach services to disengaged young people.
In addition, the loss of services provided through the Program has put
pressure on other Victorian Government programs and services.

« Inaddressing the loss of Commonwealth Government funding, the Victorian
Government has committed $8.6 million over two years to pilot a ‘Navigator’
service aimed at supporting disengaged youth aged 12-17 years of age.?>*

The Committee notes that many NPAs have provided funding to support valuable
services and assistance programs to young and/or vulnerable Victorians. When
this funding ceases, the Victorian Government is often forced to reprioritise
funding to continue the service or in some cases reduce the number of Victorians
who can access the service.

253 Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, pp.12-13

254 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.37
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FINDING 53: When Commonwealth Government funding provided through the
National Partnership Agreement on Youth Attainment and Transitions ceased in 2014-15,
the Victorian Government provided State funding to support the continuation of some

of these programs. This demonstrates that National Partnership Agreements are not the
most suitable funding mechanism for services and programs which are ongoing in nature.

National Partnership Agreement on Digital Education
Revolution

The NPA on Digital Education Revolution (DER) commenced in 2008-09 and
expired on 15 September 2013 with no further funding commitments from the
Commonwealth Government. Funding provided to Victoria under the NPA on
DER totalled $134.67 million.

Table 5.5 shows Commonwealth Government funding provided under this NPA
for each year of the Agreement.?%>

Commonwealth funding for NPA on Digital Education Revolution
(2008-09 to 2012-13)

NPA 2008-09 2009-10 2010-11 2011-12 2012-13 Total

($ million) ($ million) ($ million) ($ million) ($ million) ($ million)

Digital Education Revolution 29.12 28.63 17.80 29.56 29.56 134.67

Source: Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.9

The NPA on DER was aimed at establishing a one-to-one (1:1) “computer to
student ratio” for students in Years 9-12. Prior to this NPA, the Commonwealth
Government had provided funding through the National Secondary Schools
Computer Fund to establish an interim one-to-two (1:2) “computer to student
ratio” plus fund on-costs to support the installation and maintenance of
Information and Communications Technology (ICT) in schools.?>%

The Committee was advised that Commonwealth Government funding under the
National Secondary Schools Computer Fund and the NPA on DER assisted with a
rapid expansion of ICT in the Victorian government school sector, specifically in
secondary schools with 67,208 curriculum computers reported in 2008 increasing
to over 260,000 computers by 2014.%7

255 Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.9

256 ibid.
257  ibid.
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The Department of Education and Training, via the Victorian Government’s
response to this Inquiry, also advised that the NPA on DER had achieved its
objective noting that the “computer to student ratio” was generally evenly spread
across Victorian government schools throughout the State.?>8

Two key risks noted with the expiry of this NPA are that the “computer to student
ratio” of 1:1 becomes difficult to maintain and the quality and access of ICT
infrastructure support in schools may deteriorate. The Department advised that
“Bring-Your-Own-Device” schemes have been growing in recent years, which

has assisted in maintaining the computer to student ratio. However, there is an
obvious financial impact on families as a result of these schemes.?>°

In terms of ICT infrastructure in schools, the Committee was advised that

current Commonwealth Government funding will sustain core ICT infrastructure
in Victorian government schools until December 2016. However, there is no
identified funding to support the additional technology delivered through

the NPA on DER such as video conferencing systems, electronic whiteboards,
multi-function devices and software programs which are either out of warranty or
nearing their end-of-life operating cycles.?6°

The Committee noted that the Victorian Government provides funding through
State appropriation to support the baseline provision of broadband, internet and
technical support in Victorian government schools and had contributed State
funding of $58.3 million to complement the NPA on DER.?5'

FINDING 54: Commonwealth Government funding provided through the National
Partnership Agreement on Digital Education Revolution assisted a rapid expansion

of Information and Communications Technology in the Victorian government school
sector, specifically in secondary schools. The National Partnership Agreement on Digital
Education Revolution expired in 2013.

258 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.31

259 Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.9

260 ibid.

261 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, pp.32-3
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5.5.3

Table 5.6

116

Project Agreement (NPA) for Indigenous Teenage Sexual and
Reproductive Health and Young Parent Support

Between 2009-10 and 2013-14, the Commonwealth Government funded initiatives
aimed at supporting pre-pregnancy, antenatal, sexual and reproductive health
programs and services to Aboriginal Victorians. Funding for these programs was
provided through two separate Agreements:262

« NPA on Indigenous Early Childhood Development (IECD) (2009-10 to 2103-14)

»  Project Agreement for Indigenous Teenage Sexual and Reproductive Health
and Young Parent Support (2014-15)

Victoria received total funding over six years of $6.77 million under these two
Agreements. The NPA on IECD operated for a four year term and was renewed

for one year in 2013-14. The Project Agreement for Indigenous Teenage Sexual and
Reproductive Health and Young Parent Support (Project Agreement) was provided
for one year in 2014-15.

Table 5.6 indicates the Commonwealth Government funding provided to Victoria
under these two Agreements since 2009-10.

Commonwealth funding for the NPA on IECD and Project Agreement for Indigenous
Teenage Sexual and Reproductive Health and Young Parent Support
(2009-10 to 2014-15)

Agreement® 2009-10 2010-1 2011-12 2012-13 2013-14 2014-15 Total

($million) ($million) ($million) ($million) ($million) ($million) (million)

NPA on Indigenous 0.37 11 11 13 14 - 5.27
Early Childhood
Development (IECD)

Project Agreement - - - - - 15 1.50
for Indigenous

Teenage Sexual and

Reproductive Health

and Young Parent

Support

Total 6.77

(a) Funding was provided under two separate agreements:

National Partnership Agreement on Indigenous Early Childhood Development (Element 2 - Antenatal Care,
Pre-pregnancy and Teenage Sexual and Reproductive Health) (2009-10 to 2013-14)
* Project Agreement for Indigenous Teenage Sexual and Reproductive Health and Young Parent Support (PA)
(Tyear only 2014-15).
Source: Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.16

262 Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.16
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The Committee was advised that funding through the 2014-15 Project Agreement
and previous NPA had enabled the following initiatives to be implemented:?%3

« The expansion of four existing Koori Maternity Services sites at Aboriginal
community health organisations.

« The establishment of three new Koori Maternity Services sites at Victorian
public hospitals.

« The establishment of the Victorian Indigenous Young Person’s Sexual Health
Unit (Wulumperi) at the Melbourne Sexual Health Centre. The Wulumperi
Health Unit was able to develop a suite of programs over the six year funding
period aimed at improved screening for chlamydia in Aboriginal health
services, short courses in sexual health for Aboriginal health workers and
innovative health promotion programs for the Aboriginal community.

The Committee was advised that the Commonwealth Government did not
provide any indication that the Project Agreement would not be renewed until
the release of its’ 2015-16 Commonwealth Budget. This created a high level of
uncertainty for both the Department of Health and Human Services and service
providers. Cessation of funding under this Project Agreement resulted in the
termination of some employment contracts.?6*

The Committee was advised that as part of the 2015-16 State Budget the Victorian
Government allocated $1.1 million to ensure that the Koori Maternity Service was
able to continue to contribute to better health outcomes for Aboriginal women
and babies in Victoria.?®

However, the Wulumperi Health Unit was closed and the Committee was advised
that the closure of this Health Unit has resulted in the following impacts on
service providers and on the health of Aboriginal Victorians:26

« The loss of employment of three full time equivalent staff including a nurse
and two Aboriginal health and community development workers.

« Theloss of two successful Sexual and Reproductive Health Education
programs designed to increase young people’s sexual health knowledge
and also their knowledge about accessing testing and treatment. These
programs were delivered in 20 secondary schools, to 344 young people and
84 health professionals across Victoria.

« Theloss of capacity to deliver Sexual and Reproductive Health training
programs to approximately 100 Aboriginal health workers aimed at
increasing workforce capacity for opportunistic sexual health screening
in Victorian Aboriginal Community Controlled Health Organisations.
Commonwealth Government funding ceased before the program was fully
implemented and sustainable.

263 ibid., pp.16-17
264 ibid., p.17
265 ibid.

266 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, pp.15-16
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+ Reduced access to culturally responsive sexual diseases early detection
and prevention services for Victoria’s Aboriginal & Torres Strait Islander
young people.

» Continued increase in chlamydia infection in young Aboriginal Victorians.

« Increased prevalence of chronic conditions resulting from undiagnosed
or poorly treated sexually transmissible infections such as HIV and
viral hepatitis.

The Victorian Government advised that, the expiration in June 2013 of the NPA
on Closing the Gap in Indigenous Health, in addition to the expiry of this Project
Agreement means that there is currently no inter-governmental agreement in
place which focuses on Aboriginal Health.2¢”

FINDING 55: While noting that successive Commonwealth Governments tend to have
differing policy objectives and hence different funding priorities, the Commonwealth
Government did not provide any indication that the 2014-15 Project Agreement for
Indigenous Teenage Sexual and Reproductive Health and Young Parent Support would
not be renewed, until the release of the 2075-16 Commonwealth Budget. The expiration
in June 2013 of the National Partnership Agreement on Closing the Gap in Indigenous
Health, in addition to the expiry of the Project Agreement for Indigenous Teenage Sexual
and Reproductive Health and Young Parent Support, means that there is currently no
inter-governmental agreement in place which focuses on Aboriginal Health.

FINDING 56: Commonwealth Government funding provided through National
Partnership Agreements can create increased service capacity and/or additional
programs to address ongoing demand/issues in the community. When these National
Partnership Agreements lapse they leave a funding gap which directly impacts the
provision of programs and services to vulnerable Victorians. While noting that any
incumbent Victorian Government still has the responsibility of managing the output
expenditure and expectations of time-limited National Partnership Agreements, the loss
of these programs or reductions in their availability, puts increased pressure and risks on
the physical and mental health outcomes and education and employment opportunities,
of disadvantaged and vulnerable members of the Victorian community.

RECOMMENDATION 11: There is a need for the Commonwealth Government to
recognise that National Partnership funding enables the establishment of increased
service capacity in a number of important areas of State service provision in the
education and health sectors. In its negotiation with the Commonwealth Government,
the Victorian Government should stress the need for longer term financial support for
programs and initiatives which have proven to be effective in terms of their outcomes,
such as programs to assist disengaged youth transition to training and/or employment
opportunities.

267 Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.17
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5.6 Early termination of National Parthership Agreements

The Committee received evidence of a number of NPAs which had been
terminated or cancelled by the Commonwealth Government without any prior
notice to Victoria as part of savings measures implemented in its’ 2014-15
Commonwealth Budget. Table 5.7 provides a list of four NPAs that have been
terminated or cancelled by the Commonwealth Government prior to the expiry
of their agreed funding period.

The Committee found that in some cases, the Victorian Government had made
adjustments to the State Budget in order to minimise the impacts of the loss of
Commonwealth Government funding on the Victorian community (e.g. NPA on
Certain Concessions for Pensioner Concession Card and Seniors Card Holders and
the NPA on Improving Public Hospital Services).

In the case of the NPA on Preventive Health, the Victorian Government has
been able to continue a couple of preventive health programs which had been
established with Commonwealth financial support. However, the termination
of this NPA means that the full benefits of Victoria’s preventive health initiative,
Healthy Together Victoria, aimed at addressing the increasing prevalence of
chronic disease and the rise in associated health management costs will not be
fully realised.

While noting that any incoming Commonwealth Governments will have different
policy objectives and hence differing funding priorities, the Committee is of the
view that a process or mechanism is required between the Commonwealth and
Victorian Governments to examine and negotiate any potential early termination
of NPAs.

Table 5.7 indicates the financial impacts on the State of the unexpected
termination of four NPAs by the Commonwealth Government. Each of the NPAs
is then discussed in detail the following sections.
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Table 5.7

120

National Partnership Agreements prematurely terminated by the Commonwealth

Government
NPA Agreement Period NPA Commonwealth NPA funds Impacts of termination
funding commitments received to date
to Victoria
Certain 2008-09 to 2011-12  For 2009 to 2012 funding ~ $379.8m The Commonwealth
Concesstpns 2012413 to 2015-16 indexed _and adJustec_i for G_ovemment had provided
for Pensioner Concessions to Pensioner financial support of the
Concession Card and Seniors card holders Concessions Program
and Seniors Card committed was $236.2m. since 1993.
Holders Under Part 2 of the $73.8m loss in
NPA (Public Transport '
) Commonwealth
Concessions) a total of )
. Government funding for
$3.6m was committed. ;
the Concessions Program
For 2013 to 2016, funding for 2014-15.
|é1dexed gnd ?djgste(_i for Estimated that the
ONCEsSIons to Fensioner cessation of this NPA will
and Seniors card holders } 582
was $136.7m. Under Cr?St Vlc_tc(>jr§0$%431(ém over
Part 2 of the NPA (Public the perio o
. 2016-17.
Transport Concessions)
a total of $3.3m was
committed.
Preventive Original NPA: Total funding available $67.1m Loss of funding under
Health 2009-10 to 2014-15  to Victoria was $119.2m this NPA of $52.1m in
. . in Facilitation payments Facilitation payments,
Varied NPA: ) )
201112 to 2016-17 and $37.4m in Reward plus a potential $37.4m
payments. in Reward payments.
This represents a total
loss of $89.5m in funding
to Victoria.
Improving Public  2009-10 to 2016-17  Total funding available $723.1m for Payments for Reward
Hospital Services to Victoria was $822.3m. I funding ceased from
o : Facilitation and
This included potential Capital works 2015-16 onwards.
Reward funding of fundin Potential Reward funding
$99.8m. K to Victoria of $49.6m will
$5Imin Reward  not be received.
funding
Training Places 2011-12 to 2014-15 Total commitment $17.4m The 2074-15
for Single and under the Agreement Commonwealth Budget

Teenage Parents

of $23.8 m (comprising
$19m plus an additional
payment of $4.8m agreed
via correspondence
between Victoria and

the Commonwealth
Government).

terminated the NPA a year
early at the conclusion

of 2013-14. As a result
approximately $6.3m of
funding to Victoria will
not be received in 2014-15.

Source:

Department of Treasury and Finance, Response to the Committee’s Inquiry into the Impact on Victorian Government

Service Delivery of Changes to National Partnership Agreements Questions on Notice/Specific Questionnaire, received
27 January 2016, pp.7-8; Department of Health and Human Services, Response to the Committee’s Inquiry into the

Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/
Specific Questionnaire, received 28 January 2016, pp.4-6; Department of Education and Training, Response to the
Committee’s Inquiry into the Impact on Victorian Government Service Delivery of Changes to National Partnership

Agreements Questions on Notice/Specific Questionnaire, received 15 January 2016, p.3

Public Accounts and Estimates Committee



Chapter 5 Impact of changes to National Partnership Agreements

5.6.1 National Partnership Agreement on Certain Concessions for
Pensioner Concession Card and Seniors Card Holders

In 2008-09 the NPA on Certain Concessions for Pensioner Concession Card and
Seniors Card Holders was established to provide ongoing funding support for the
provision of certain concessions for Pensioner Concession Card and Seniors Card
holders. The NPA comprised two components:258

« Certain concessions to Pensioners — The Commonwealth and States had
agreed that States would provide certain concessions to all Pension Card
Holders in return for indexed Commonwealth funding. Funding support
from the Commonwealth had effectively been provided since 1993.

« Public Transport Concessions — The Commonwealth Government’s
contribution to the States provision of designated Public Transport
Concessions to all Australian Senior Card holders.

Between 2008-09 and 2013-14, the Commonwealth Government provided around
$380 million under this NPA. The last iteration of the Agreement commenced

in 2012-13 and was to expire in 2015-16. This NPA was prematurely terminated
without advance notice as part of savings measures announced in the 2014-15
Commonwealth Budget.°

Table 5.8 shows the Commonwealth Government funding provided to Victoria
under this NPA between 2008-09 and 2013-14 prior to its termination.

Table 5.8 Commonwealth funding for NPA on Certain Concessions for Pensioner Concession
Card and Seniors Card Holders (2008-09 to 2013-14)

NPA component 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14

($million)  ($million) ($million) ($million) ($million) ($million)

Certain concessions for 54.83 57.33 60.79 63.29 67.25 69.53
Pensioner Concession Card
and Seniors Card Holders

National reciprocal - - 1.73 1.83 1.64 1.64
Transport Concessions

Total 54.83 57.33 62.52 65.12 68.89 71.17

Source: Department of Premier and Cabinet, Submission to the Committee Inquiry into the Impact of Changes to National
Partnership Agreements, received 21 August 2015, p.25

The Commonwealth Government’s termination of this NPA led to aloss in
funding of $73.8 million in 2014-15 and an anticipated total loss of $229.6 million
over the three year period 2014-15 to 2016-17.27°

268 ibid., p.25
269 ibid, pp.4, 25
270 ibid, p.4
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5.6.2

122

The Committee notes that the Victorian Government determined to maintain the
full value of the concessions program and make up the loss in Commonwealth
Government funding. The Victorian Government has referred to the termination
of this NPA as a form of “cost-shifting” from the Commonwealth to the State.?”!
This is despite the fact that eligibility for certain concessions funded by Victoria
continue to be based on eligibility for Commonwealth concession cards. As

such, any subsequent changes by the Commonwealth Government to eligibility,
directly affects funding of the concessions program in Victoria.?’2

The main impact of the termination of this NPA has been the increased cost to
the Victorian State Budget. The Committee notes that the Victorian Government’s
decision to cover the loss in funding has meant that households receiving a
concession have not experienced any adverse change to concession outcomes
and any impact on the cost of living for concession card holders has also

been avoided.?’3

Impacts of changes to NPAs on the cost of living are examined in Chapter 7 of
this report.

FINDING 57: The National Partnership Agreement on Certain Concessions for Pensioner
Concession Card and Seniors Card Holders was terminated without advance notice

as part of savings measures announced in the 2074-15 Commonwealth Budget. The
Commonwealth Government’s termination of this National Partnership Agreement led to
a loss of $73.8 million in Commonwealth funding in 2014-15 and an anticipated total loss
of $229.6 million over the three year period 2014-15 to 2016-17. The Victorian Government
has continued to fund the Concessions program from State Budget resources.

National Partnership Agreement on Preventive Health

The NPA on Preventive Health (NPAPH) commenced in December 2008 and was
scheduled to expire in 2014-15. The NPAPH was aimed at addressing the rising
prevalence of lifestyle related chronic diseases and comprised both ‘facilitation’
and ‘reward payments’.?’

In 2012, part way through the Agreement period, the NPAPH was amended

to extend the funding period by three years to 2017-18. This amendment also
involved converting half of the ‘reward payment’ of $37.4 million into “facilitation
payments’ with the remaining ‘reward payment’ of $37.4 million available over the
final two years of the “new” Agreement (i.e. 2016-17 and 2017-18).275

271  ibid.

272  Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.22

273  Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.25

274  ibid, p.20
275 ibid.
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The Committee was advised that between 2010-11 and 2013-14, Victoria received
$67 million in Commonwealth Government funding under the NPAPH.

The NPAPH was terminated by the Commonwealth Government as part of cost
savings measures introduced in the 2014-15 Commonwealth Budget. Table 5.9
shows funding provided by the Commonwealth Government under the NPAH
from 2010-11 until 2013-14.

Table 5.9 Commonwealth funding for the NPA on Preventive Health (2010-11 to 2013-14)

NPA 2010-11 2011-12 2012-13 2013-14 Total

($ million) ($ million) ($ million) ($ million) ($ million)

Preventive Health 2.73 38.25 13.07 13.02® 67.07

@) The NP funding was cancelled in the ‘2074-15 Commonwealth Budget’. The cancellation of the NPA resulted in a loss of
$52.10 million in “facilitation payments’ and potential $37.43 million in ‘reward payments’ (i.e. a total of $89.54m).

Source: Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.20

Funding provided under the NPAH was used by the Victorian Government to
establish the Healthy Together Victoria (HTV) initiative through the Department
of Health and Human Services. This initiative involved a number of policies,
programs and strategies across Victoria including ‘a concentrated, community
led prevention effort in 12 Healthy Together Communities (14 Local Government
Authorities) to improve health and wellbeing.’¥

The early termination of the NPAH equated to a loss of potential future funding
for Victoria of $89.5 million, comprising $52.1 million in ‘facilitation payments’
and $37.4 million in ‘reward payments’ over 2014-15 and 2016-17 for programs
which were already underway.?”’

The loss of Commonwealth Government funding under the NPAH has impacted
preventive health programs in Victoria and a range of stakeholders involved in
both the delivery and receipt of these programs.

The Committee received public submissions from the Municipal Association
of Victoria, Knox City Council, the Public Health Association of Australia,
the Victorian Healthcare Association and Victorian Council of Social Service
criticising the cessation of this NPA in particular.

The Committee notes from the evidence provided that the Department of Health
and Human Services’ budget has been impacted, local government involved

in implementing the HTV programs have been impacted, and members of the
community who had been participating in specific preventive health programs
have also been, or will be, affected. In addition, the abrupt halt of the NPAPH will
impact the longer term outcomes associated with the management of chronic
diseases in Victoria.

276  ibid.
277  ibid.
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Impacts on the Victorian Government’s preventive health initiative

The Department of Health and Human Services, via the Victorian Government’s
submission to this Inquiry, identified the following implications resulting from
the early termination of the NPAH on preventive health initiatives and programs
in Victoria:?’8

In 2014-15 the Department used residual NPAH funding to continue
24 service contracts which were not due to expire until 30 June 2015.

In 2015-16, the Department re-prioritised $1.85 million in departmental
funding in order to continue two of the HTV components for 12 months.

The Department decided to continue a social marketing campaign aimed
at healthy living into its second year using residual NPAPH funding but
with a 40 per cent reduction in the planned budget. The third year of the
campaign, which included a component focussed on Aboriginal Victorians,
will not run.

Other HTV programs and initiatives have lapsed.

Funding uncertainty has caused the New Zealand Government’s Ministry
of Health to request a reduction in a negotiated licence for its use of HTV
materials from five years to one year. A non-extension of the licence will
result in a loss of $453,000 in revenue for the Department.?7°

There is an overall reduced capacity to coordinate prevention efforts across
the three tiers of government. The Department expects this to lead to a
duplication of services, inefficient spending, increased service gaps and
declining health outcomes.

In 2016-17, the Healthy Together Achievement Program in schools and

early childhood centres to cease. This is expected to impact approximately
28 per cent of children in pre-school centres, primary schools and secondary
schools.

In 2016-17, the Department expects the Healthy Together Achievement
Program in workplaces to cease impacting approximately 300,000
employees (10 per cent of Victoria’s workforce) in 800 workplaces.

The Healthy Together Eating Advisory Service which had supported over
450 organisations in improving their food and beverage offerings will cease.

The comparison trial of 12 Healthy Together Communities aimed at providing
measurable evidence of the impact and effectiveness of a systems approach
to prevention will not continue. This was noted as the only trial of its size
and type in the world and its cessation could have a negative impact on
Victoria as a leader in preventive health.

278
279

ibid., pp.20-2

Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.25
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FINDING 58: The Commonwealth Government’s termination of the National
Partnership Agreement on Preventive Health in the 2014-15 Commonwealth Budget,
has resulted in a loss of $89.5 million to Victoria.

Impacts on Local Government and local communities

Submissions received from the Municipal Association of Victoria (MAV) and
Knox City Council emphasised the impact of the termination of the NPAPH

on local government and their communities. The MAV advised the Committee
that funding from this NPA had been expected to continue until 2018 and
support 120 local government workers across a range of target populations in
early childhood services, schools and workplaces through the Healthy Together
Victoria program.28©

The MAV submission noted that the HTV initiative had been fully embraced by
local government across Victoria who recognised that the trial would provide
crucial evidence about the impact of preventive health activities on health
outcomes. The MAV stated that the axing of the NPAPH compromised the
leadership and commitment of councils to a whole of community approach to
healthy eating and increased physical activity. In particular:?®

Without the skilled and experienced workforce and the focus that the program
could bring, there is a major risk that the work of the past four years will not be
sufficiently captured to have lasting impact in research evaluation terms but more
importantly will not be sufficiently resonant in a population that most needs
assistance in chronic disease prevention.

In its submission, Knox City Council (KCC) provided the Committee with
specific insight into how the cessation of the NPAPH had impacted an individual
community. KCC indicated the health challenges facing its community with:282

« 55.5 per cent overweight or obese (compared with State average of
49.8 per cent);

« 54.3 per cent not meeting the recommended intake of fruit and vegetables
(51 per cent in Victoria); and

« 17.6 per cent smokers (15.7 per cent in Victoria).

KCC stated that the NPAPH funding had enabled them to deliver a three year
implementation plan through various partnership activities with pre-schools,
schools and workplaces, reaching around 50,000 residents (i.e. approximately
31 per cent of the Knox population).283

280 Municipal Association of Victoria, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 28 July 2015

281  ibid.

282  Knox City Council, Submission to the Committee’s Inquiry into the Impact on Victorian Government Service
Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.1

283 ibid, p.3
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KCC’s submission to this Inquiry also detailed how the termination of
Commonwealth Government funding under the NPAH will impact the
implementation of local preventive health programs in the municipality over
the next three years:28

« Loss of support aimed at creating healthy environments to a large number
of people (estimated at 23,900) across 47 businesses, 26 primary schools,
5 secondary schools and 63 childcare/early years’ services.

- Disengagement, disenfranchisement and damaged relationship with a range
of partners who had committed to leading health promotion initiatives.

« Ahalt to arange of programs targeted at smoking, nutrition, alcohol and
physical activity.

+ The inability to fully capitalise on the $3.9 million invested in Knox
behavioural change programs.

« The termination of employment contracts for 10.6 Equivalent Full Time staff
(Council and Community Health), resulting in associated personal/ human
resource impacts and the loss of skilled professionals and knowledge.

- Diminished capacity for the Council to act as a Health Promoting
Organisation.

« A cessation of social marketing activities reaching over 10,000 people to
raise awareness of healthy lifestyles.

« Discontinuation of Jamie’s Ministry of Food program promoting skills
around health cooking, impacting 500 of the most vulnerable people in the
municipality.

« Creation of cynicism about government funded programs.

KCC impressed on the Committee the need for bipartisan, sustained and
significant investment in preventive health. KCC stated the need for the
Commonwealth Government to recommit funding to the NPAPH as a priority.28

FINDING 59: Early termination of the National Partnership Agreement on Preventive
Health by the Commonwealth Government has resulted in a cessation of a range

of programs targeted at smoking, nutrition, alcohol and physical activity in 14 local
government areas across Victoria. The loss of Commonwealth Government funding for
these preventive health initiatives has also resulted in job losses at the local government
level and impacted many residents of local communities.

284 ibid, pp.3-4
285 ibid, p.4
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Impacts on service providers and health outcomes for Victorians

Submissions from both the Victorian Healthcare Association (VHA) and the
Victorian branch of the Public Health Association of Australia (PHA) emphasised
the detrimental impact of Commonwealth Government funding cuts to NPAs on
healthcare workforces and on public health outcomes.

The VHA’s submission to this Inquiry noted the impact of the termination of the
NPAPH on health service providers indicating that providers would be forced to
reduce service delivery. The VHA states:286

In circumstances where the main funder reduces or halts its contribution in a
manner that departs from the parameters set out in the relevant NPA, if State and
Territory governments are not prepared to fill the funding gaps, health services are
left with little option but to reduce capacity or service delivery.

The VHA also noted that that the loss of Commonwealth Government funding for
preventive health has meant that instead of being able to extend the successes of

the HTV model to other communities, the Victorian Government is instead faced
with having to manage and apply what is now a drastically reduced model.?®”

The Committee requested further details from the Victorian Government
in relation to the impacts and risks to service delivery as a result of the
termination of the NPAPH. The Victorian Government advised that in
addition to the doubt created amongst numerous stakeholders within
the community, local government and community health sector
about the public sector’s commitment to achieving real and sustained
improvements in community health, the loss of funding will also
result in:288

- aloss of approximately 110 positions in local government positions and
community health organisations by the end of 2015-16; and

« a skill and resource deficit in 14 local government areas resulting in an
inability to fully deliver on their legislated Council Plans and Municipal
Health and Wellbeing Plans from 2013 to 2017. This is estimated to
potentially impact 1.3 million community members, representing about
25 per cent of Victoria’s population.

The Department of Health and Human Services also indicated that the
termination of the NPAH would impact on health outcomes of Victorians.

As part of the Victorian Government’s submission to this Inquiry, the Department
advised that the evaluation objectives of the Healthy Together Victoria

286 Victorian Healthcare Association, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 28 July 2015, p.1

287 ibid, p.4

288 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.25
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initiative were sequenced to allow for the measurement of change over time.
The Committee was advised that it is unlikely that the 2016-17 evaluation will
proceed as originally envisaged due to the downsizing of the HTV Initiative.?8°

The Committee considers that the funding provided under the NPAPH was
significantly important to Victorian communities in helping people to change
their lifestyles and for the Victorian Government to develop and implement
programs aimed at addressing the increasing prevalence of preventable chronic
diseases, estimated to be costing Australia billions of dollars in health costs.

FINDING 60: Commonwealth Government funding provided under the National
Partnership Agreement on Preventive Health was significantly important to Victorian
communities in helping people to change their lifestyles and for the Victorian
Government to develop and implement programs aimed at addressing the increasing
prevalence of preventable chronic diseases.

National Partnership Agreement on Improving Public
Hospital Services

Funding under the NPA on Improving Public Hospital Services (IPHS) commenced
in 2009-10 as part of the National Health Reform Agreement between the
Commonwealth and the States and Territories. The NPA on IPHS aimed to
improve efficiency and capacity in public hospitals and included funding

for capital works. Funding under the NPA on IPHS was provided through six
‘schedules’ as follows:2%°

« National Elective Surgery Target (NEST) comprising facilitation and reward
funding;

« National Emergency Access Target (NEAT) com comprising facilitation and
reward funding;

+  New Sub-acute Beds Guarantee Funding;
»  Flexible Funding Pool,;
»  Elective Surgery Capital Funding; and
« Emergency Department Capital Funding.
The total funding available to Victoria under the NPA on IPHS was $822.3 million

including $99.8 million in potential reward funding.?® The Commonwealth
Government provided funding on the basis of approval of annual Implementation

289 ibid.

290 Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.27

291 Department of Health and Human Services, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/Specific
Questionnaire, received 28 January 2016, p.4
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Plans and Bi-annual Progress Reports submitted by States and Territories to the
Commonwealth.?®? Table 5.10 shows the amounts provided to Victoria in the form
of ‘facilitation’ and ‘reward’ payments under the NPA on IPHS.

Table 5.10 Commonwealth funding for NPA on Improving Public Hospital Services
(2009-10 to 2014-15)

NPA on Improving Public

. . 2009-10 2010-T1 2011-12 2012-13 2013-14 2014-15
Hospital Services

($ million) ($ million) ($ million) ($ million) ($ million) ($ million)

Facilitation and capital works 335 216.5 177.9 140.5 154.7 -
Potential Reward Payments - - - - 24.8@ 24.8
(a) Victoria received $5.1m in reward payments in 2013-14.

Notes:  2009-10 to 2013-14 funding amounts sourced from relevant Commonwealth Government Final Budget
Outcome documents.

The 20714-15 Commonwealth Budget discontinued Reward funding for the final two years (2015-16 and 2016-17) of the
NPA providing a saving to the Commonwealth Government of $201.0 million nationally.

Source: Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.27

The Victorian Government’s submission to the Inquiry notes that 2013-14

was the final year in which Victoria received funding under the NPA on IPHS.
Reward payments for the final two years of the NPA (2015-16 and 2016-17) were
discontinued by the Commonwealth Government as part of its 2014-15 Budget
cost savings measures. This amounted to a loss of potential funding to Victoria of
$49.6 million.?%3

The Department of Health and Human Services, via the Victorian Government’s
submission to this Inquiry, indicated that the NPA on IPHS had assisted Victoria
in improving access to public hospital services, including elective surgery,
emergency department services and sub-acute care. However, the loss of future
funding has resulted in a number of negative impacts on the provision of public
hospital services in Victoria as follows:2%4

« National Elective Surgery Target (NEST) - a program of capital works across
metropolitan and rural Victoria was completed to boost elective surgery
capacity. The loss of continued funding amounts to approximately 23,000
elective surgery procedures. Whilst efforts have been made to reduce waiting
times and deliver more services through different models of care, meeting
the NEST targets requires significantly more capacity in the system than is
currently available.

« National Emergency Access Target (NEAT) - facilitation funding was
allocated to metropolitan, regional and rural health services to provide
increased capacity for emergency care. Capital works funding was also used
to boost and enhance Emergency Department (ED) capacity in an effort to

292 Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.27

293  ibid.
294  ibid., pp.27-9
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achieve targets. The loss of ongoing emergency access funding under the
NPA represents approximately 15,500 ED presentations. Victoria adjusted
State funding through its annual budget processes to maintain ED service
delivery levels.

«  New Sub-acute Beds Guarantee Funding - Victoria met its target of delivering
an additional 326 sub-acute beds by 30 June 2014 however, the loss of
ongoing funding threatened the closure of 247 beds and 91 bed equivalents
of subacute ambulatory care activity. Victoria made adjustments through the
State Budget in order to maintain these essential sub-acute services.

The Committee requested clarification from the Victorian Government as to
whether the Commonwealth Government had included any capacity building
components through the National Health Reform Agreement (NHRA). The
Committee was advised by the Victorian Government that the NHRA had
specified that a review of the NPA would be undertaken by December 2013
assessing the impact on public hospital services as a result of the NP funding.
However, the Committee was also advised that an “adequate” review had not
taken place and that there was no decision by COAG about the treatment making
an appropriate baseline adjustment to funding to reflect the State’s share of
providing the additional emergency, elective surgery and sub-acute services on
anongoing basis.?%>

The Committee notes that in the absence of ongoing Commonwealth Government
funding to support for the increased capacity in emergency, elective surgery

and sub-acute services in Victorian public hospitals, the Victorian Government
has made adjustments through its annual budget processes to maintain service
delivery levels.2%

FINDING 61: Commonwealth Government funding provided under the National
Partnership Agreement on Improving Public Hospital Services ceased in 2013-14 with the
loss of reward payments to Victoria totalling $49.6 million. In the absence of ongoing
Commonwealth funding to support the increased capacity in emergency, elective surgery
and sub-acute services in Victorian public hospitals, the Victorian Government has made
adjustments through its annual budget processes to maintain the increased service
delivery levels.

National Partnership Agreement on Training Places for Single
and Teenage Parents

The NPA on Training Places for Single and Teenage Parents was agreed by

COAG in March 2012 and was aimed at improving the job readiness of single

and teenage parents who are in receipt of parenting payments. This NPA was
directed at providing training opportunities with a view to enabling participation

295 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.13

296 ibid.
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in the workforce. The NPA also had a particular focus on identified areas of
disadvantage. In Victoria, teenage parents in the Greater Shepparton and Hume
region would be guaranteed training under the NPA.

Victoria’s allocation of Commonwealth Government funding under this NPA

is shown in Table 5.11. Whilst Table 5.11 shows that Victoria received a total of
$12.66 million between 2012 and 2013-14, the Committee was advised that Victoria
had received an additional payment of $4.7 million which was agreed through an
‘exchange of letters’. As such, the total funding provided to Victoria under this
NPA prior to its cancellation totalled $17.36 million.?®’

Table 5.11 Commonwealth funding for the NPA on Training Places for Single and Teenage

Parents

NPA funding Jan-June 2012 2012-13 2013-14 2014-15 Total
($ million) ($ million) ($ million) ($ million) ($ million)

Received 158 4.75 6.33 @ 12.66®
Cancelled - - - 6.33 6.33
Total Initially allocated 18.99

@) NPA cancelled in the 2014-15 Commonwealth Budget.

(b) Does not include an additional payment of $4.7 million agreed between the Commonwealth and Victoria.

Source: Commonwealth of Australia, Council on Federal Financial Relations, National Partnership Agreement on Training Places
for Single and Teenage Parents, Part 5, Financial Arrangements, p.D-9, <www.federalfinancialrelations.gov.au/content/
npa/education/single_and_teen_parents/national_agreement2.pdf>.

This NPA was scheduled to expire on 31 December 2015. As part of the 2014-15
Commonwealth Budget, the Commonwealth Government announced that the
NPA would “formally close” on 31 December 2014 with no referrals to be made
under the NPA after 1 July 2014.2%8

FINDING 62: The Commonwealth Government terminated the National Partnership
Agreement on Training Places for Single and Teenage Parents in 2013-14, one year before
funding was due to expire, resulting in a loss in funding to Victoria of $6.3 million for
programs aimed at providing training places for teenage parents.

297 Department of Education and Training, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/Specific
Questionnaire, received 15 January 2016, p.3

298 Commonwealth of Australia, Department of Education and Training, Training Places for Single and Teenage
Parents, <www.education.gov.au/training-places-single-and-teenage-parents>, viewed 18 April 2016
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Committee conclusion

As part of savings measures announced in its’ 2014-15 Commonwealth Budget, the
Commonwealth Government prematurely cancelled a number of NPAs which still
had one to two years of their funding to run.

This amounted to a loss of Commonwealth Government funding of approximately
$420 million?* (including potential ‘reward payments’) to Victoria in the areas

of Concessions for Pensioners and Seniors, preventive health programs, training
places for young vulnerable Victorians and support for sub-acute beds, elective
surgery and emergency department services in public hospitals.

FINDING 63: In 2014-15 the Commonwealth Government prematurely terminated a
number of National Partnership Agreements amounting to a loss of future funding to
Victoria under those Agreements totalling approximately $420 million, as a result of a
change in the Commonwealth Government’s policy decisions and funding priorities. This
loss of Commonwealth Government funding caused disruption to a number of important
community service programs and initiatives and impacted Victoria’s State Budget as the
Victorian Government committed to support ongoing services and programs in a number
of key areas of service delivery.

The Committee considers that the practice of terminating NPAs early represents
an escalation of previous amendments made to the terms of NPAs part way
through their operation or upon renegotiation. In most cases, the Victorian
Government has made decisions and taken remedial action to support the
continued delivery of the most critical services via reprioritised State budget
allocations.

At the hearing, the Secretary of the Department of Health and Human Services,
Ms Kym Peake, commented that:30

Although in some cases the Victorian Government has also made the decision to
cover withdrawal in commonwealth funds, while we have done that, we cannot
always absorb additional costs from continued withdrawal of funds by the
commonwealth for key areas of service delivery.

299 Committee calculations based on Department of Education and Training, Response to the Committee’s Inquiry
into the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements
Questions on Notice/Specific Questionnaire, received 15 January 2016, p.3.; Department of Health and Human
Services, Response to the Committee’s Inquiry into the Impact on Victorian Government Service Delivery of
Changes to National Partnership Agreements Questions on Notice/Specific Questionnaire, received 28 January
2016, pp.4-6; Department of Treasury and Finance, Response to the Committee’s Inquiry into the Impact on
Victorian Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/
Specific Questionnaire, received 28 January 2016, pp.7-8

300 Ms Kym Peake, Secretary, Department of Health and Human Services, /nquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, Transcript of evidence, 17
November 2015, p.3
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Whilst NPAs usually include a standard clause providing for their early
termination (by agreement between the Parties) and another which states that the
Parties do not intend for the provisions of an Agreement to be legally enforceable,
they also state that this “lack of legality” ‘does not lessen the Parties’ commitment
to the Agreement’ 3"

The risk that the practice of terminating an NPA during its funding period
becomes more frequent is a significant concern to the Committee as the loss of
expected funding from the Commonwealth Government presents serious risks to
the stability of service delivery and financial management in Victoria.

The Committee considers that the Victorian Government should seek to reach

an agreement with the Commonwealth Government on a suitable process for
renegotiating any NPAs in the event of a change in Commonwealth Governments
which results in differing policy decisions and hence different funding priorities.

FINDING 64: Whilst not legally enforceable documents, National Partnership
Agreements are intended to commit Parties to the Agreement to the provisions set
out in those Agreements, including the tenure and funding to be provided. The early
termination of National Partnership Agreements has had serious ramifications for
programs and services underway in Victoria.

RECOMMENDATION 12: The Victorian Government should seek confirmation from
the Commonwealth Government about its commitment to the clauses and provisions

set out in National Partnership Agreements and seek to reach an agreement with the
Commonwealth Government on a suitable process for renegotiating National Partnership
Agreements, in the event of a change in Commonwealth Government policy and funding
priorities.

301 Commonwealth of Australia, Council on Federal Financial Relations, National Partnership Agreement on Training
Places for Single and Teenage Parents, Part I-Formalities, pp. D-2, D-3, <www.federalfinancialrelations.gov.au/
content/npa/education/single_and_teen_parents/national_agreement2.pdf>; Commonwealth of Australia,
Council on Federal Financial Relations, Toolkit for Drafters of New Agreements, National Partnership agreement
template, <www.federalfinancialrelations.gov.au/content/guidelines_for_new_nps.aspx>
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6 Other issues related to the
use of National Partnership
Agreements

6.1 Introduction

This Inquiry has examined the funding provided to Victoria by the
Commonwealth Government and contributions made by the Victorian
Government for the implementation of National Partnership Agreements (NPAS)
between 2008 and 2015. The Committee has also reviewed changes made to those
Agreements by the Commonwealth Government over the past seven years and
the impacts these changes have had on government service delivery in Victoria.

One of the critical issues identified from the review of NPAs between

the Commonwealth and Victoria is the inappropriate use of NPAs by the
Commonwealth Government to support ongoing or long-term service delivery
in Victoria. The acceptance of this practice by the State is also questioned.
This practice is discussed in further detail in this Chapter.

A further issue noted by the Committee in the evidence provided by Victorian
Government departments and non-government organisations is the significant
costs associated with the administration of NPAs in terms of their negotiation,
data collection and reporting requirements. These matters are also highlighted in
this Chapter.

6.2 National Partnership Agreements which support
ongoing service delivery in Victoria

As noted earlier in this report, under the Intergovernmental Agreement of
Federal Financial Relations (IGA FFR), National Partnership funding provided
under NPAs or Project Agreements is provided to deliver specific projects and to
facilitate major reforms and/or service improvement initiatives.3°2 Further, NPAs
and Project Agreements are typically intended to be time-limited instruments.303

302 Council of Australian Governments, The Federal Financial Relations Framework, <www.coag.gov.au/the_federal
financial_relations_framework> viewed 10 May 2016

303 Council on Federal Financial Relations, Agreements, < www.federalfinancialrelations.gov.au/content/npa/>
viewed 10 May 2016
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Nature and form of National Partnership Agreements

The Committee found that NPAs established between the Commonwealth and
Victorian Governments since 2008 have taken a variety of forms. The particular
characteristics of each Agreement vary depending upon the sectors in which
they are initiated, the purposes for which they are initiated, and the relationship
between the portfolio departments at the Commonwealth and State and Territory
levels, involved in the negotiation.

The Committee notes that some NPAs included reward payments and others
did not. Some NPAs provide flexibility to the State in terms of how it goes about
achieving specified outcomes and others are less flexible and more prescriptive.
In general, NPAs which have provided seeding funds from the Commonwealth
Government to facilitate a reform in the State or funding in the form of reward
payments to the State for delivering on national reforms or service delivery
improvement have been considered to be successful.

The Commonwealth Government has issued guidance material (i.e. Federal
Finances Circulars) in an effort to reinforce the principles set out in the

IGA FFR and get some consistency around the structure and design of National
Partnerships and the elements which should go into the Agreements, such as
consideration of flexibility in design, performance reporting and accountability
requirements, and review processes. Guidelines also exist which set out the
processes for negotiating, finalising and varying Agreements.

FINDING 65: National Partnership Agreements established between successive
Commonwealth and Victorian Governments since 2008 have taken a variety of forms.
The particular characteristics of each Agreement vary depending upon the sectors in
which they are initiated, the purposes for which they are initiated, and the relationship
between the portfolio departments at the Commonwealth and State and Territory
Government levels involved in the negotiation process.

FINDING 66: In an effort to provide greater consistency around National Partnership
Agreements, the Commonwealth Government has issued guidelines for Commonwealth
portfolio departments which set out processes for drafting, negotiating, finalising and
varying Agreements.

National Partnerships for longer term service delivery

Despite the IGA FFR principles and the guidelines established for NPAs, the
Committee notes that successive Commonwealth and State Governments have
agreed to establish and continue to negotiate NPAs in the following areas of
ongoing or longer term government service delivery:

+ Homelessness services
- Home and community care services
e Adult public dental services

« Concessions to pensioners and seniors

Public Accounts and Estimates Committee
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+ Legal assistance services

« Early childhood education programs

Each of these areas relate to well-established services and programs which have
been meeting ongoing and increasing need in the community. The Committee
also notes that the Commonwealth Government has been providing financial
support for a number of these areas over a long-term, pre-dating the IGA FFR.

In questioning how some of these areas have come to be subject to National
Partnership funding rather than an alternative recurrent Commonwealth
Government funding arrangement, the Committee notes that Federal Finances
Circular procedural guidance on Developing National Partnerships under the
Federal Financial Relations Framework states:34

Agreements that pre-date the framework involving payments to the States (other
than for those payments which were rationalised into National Specific Purpose
Payments), have been deemed to be National Partnerships.

The guidance also states that for these “deemed agreements” a new National
Partnership should be negotiated with the States before the current arrangement
expires and Commonwealth portfolio departments should consult with

the Commonwealth Department of Prime Minister and Cabinet and the
Commonwealth Treasury on the appropriate form of agreement.

So in the case of Home and Community Care services, Concessions to Pensioners
and Seniors, and Legal Assistance services, the Commonwealth Government
“deemed” these to be National Partnerships because they were not prepared to
fund them recurrently. In the case of the other areas listed, National Partnerships
have been initiated by the Commonwealth and been negotiated and renegotiated
from time to time with the State.

FINDING 67: Commonwealth Government guidelines state that funding agreements
that pre-date the /ntergovernmental Agreement on Federal Financial Relations framework
involving payments to the States and Territories which are not rationalised into National
Specific Purpose Payments, have been “deemed” to be National Partnerships.

6.2.3 Review processes for expiring Agreements

The Committee notes that a number of the NPAs which relate to areas of ongoing
service delivery, have been renewed or renegotiated with the Commonwealth
Government. Commonwealth guidelines indicate that ‘to assist consideration

of the appropriate treatment of expiring National Partnerships, provision for a
review of the National Partnership should be incorporated in the agreement.’3%
The guidelines also suggest that these reviews should be scheduled to report

304 Commonwealth of Australia, Council on Federal Financial Relations, Federal Finances Circular No.2015/01
Developing National Partnerships under the Federal Financial Relations Framework, Treatment of
pre-Intergovernmental Agreement arrangements, p.3

305 Commonwealth of Australia, Council on Federal Financial Relations, Federal Finances Circular No.2015/01
Developing National Partnerships under the Federal Financial Relations Framework, Review Processes, p.25
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no later than six to 12 months prior to the Agreement’s expiry date and should
be supplemented by a mid-term review, where the Agreement is of sufficient
duration.3°®

More importantly, where an NPA is expiring, the guidelines state that:3%7

The Intergovernmental Agreement (clause A4) outlines the functions of the Council
on Federal Financial Relations, including assessing whether expiring National
Partnerships should continue and if so, recommending the form of any ongoing
funding to COAG.

The guidelines state that the recommendation of the Commonwealth Council on
Federal Financial Relations should be informed by the evaluation of the success
of the NPA in achieving the agreed outcomes and outputs and whether the
‘related policy objectives remain appropriate.’3°8

The guidelines also note that the Council does not have the authority to make
funding decisions and a recommendation to COAG in respect of future funding
arrangements or mechanisms for an expiring Agreement must incorporate
funding decisions made as part of the Commonwealth budget process. Further:3°

Any proposal to extend funding under an agreement beyond its expiry represents
a New Policy Proposal under the Commonwealth’s Budget Process and Operational
Rules.

Commonwealth portfolio agencies should consult with the Commonwealth central
agencies for further information on arrangements relating to expiring National
Partnerships.

FINDING 68: Commonwealth Government guidelines state that all National Partnership
Agreements should include a review process to be undertaken no later than six to

12 months prior to the expiry of an Agreement to assist the decision-making process
around whether funding should continue.

FINDING 69: Under the Intergovernmental Agreement on Federal Financial Relations,
the Council on Federal Financial Relations can make an assessment about whether
expiring National Partnerships should continue and if so, make a recommendation to the
Council of Australian Governments on the form of any ongoing funding. However, this
recommendation must incorporate funding decisions made as part of the Commonwealth
budget process.

Negotiation of National Partnership Agreements

The Committee noted in Chapter 5, that a number of NPAs in these important
areas of service provision have been renegotiated for shorter funding periods
by the Commonwealth Government. Short-term Commonwealth Government

306 ibid.
307 ibid.
308 ibid.
309 ibid.
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funding support of areas on ongoing and long-term service provision presents the
State with a number of difficulties in terms of service planning and efficient and
effective service delivery.

The Committee considers that the continued negotiation and renegotiation

of these NPAs as short-term funding arrangements with the Commonwealth
Government in support of ongoing services is inappropriate and presents
significant risks to the sustainable, efficient and effective management of the
Victorian Government’s State Budget and for the delivery of important services
to members of the Victorian community.

National Partnerships are drafted by the Commonwealth portfolio departments
with responsibility for the particular initiative, in consultation with
Commonwealth central agencies. Commonwealth central agencies provide the
policy and Budget approval for the proposal. It is after this that consultation

on program and design issues takes place with the relevant State and Territory
Government department and central agencies.

A number of witnesses provided evidence to the Committee in support of

these NPAs being transitioned to an ongoing and more predictable funding
arrangement with the Commonwealth Government. The Committee considers
that the Victorian Government central agencies need to put a strong case to the
Council on Federal Financial Relations that NPAs are inappropriate funding
mechanism for these services and that there are significant benefits for both the
Commonwealth and the State in moving the funding for these services to a more
effective and appropriate recurrent funding arrangement.

The Committee was advised that while funding contributions for some NPAs
are determined during negotiation by reference to the outputs that are to be
delivered, ‘many come with a pre-determined budget that is the product of the
Commonwealth’s internal prioritisation or budget process.’"°

In addition, the Department of Premier and Cabinet advised that the ability to
meaningfully engage with those personnel involved in front-line service delivery
can be frustrated by the Commonwealth Government presenting draft NPAs to
the States and Territories with very short negotiating time frames and with a
“take it or leave it” negotiation position from the Commonwealth Government.3"

The Committee was advised by the Secretary of the Department of Treasury and
Finance that the issues relating to the uncertainty of funding under National
Partnerships is a key point of discussion at Treasurers’ meetings as there is a
strong view amongst all States and Territories that this presents significant
problems in financing service delivery.3"?

310 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.3

3M ibid.
312 Mr David Martine, Secretary, Department of Treasury and Finance, Transcript of evidence, 17 November, 2015, p.8
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RECOMMENDATION 13: Victorian Government central agencies should present

a strong case to the Council on Federal Financial Relations that National Partnership
Agreements are an inappropriate funding mechanism for ongoing services and that
there are significant benefits for both the Commonwealth and the State in moving the
funding arrangements for these services to a more effective and appropriate recurrent
funding arrangement.

Health and community services

The Department of Health and Human Services commented that NPAs were

most effective when being used to implement or encourage reform in areas of
shared interest between the Commonwealth and the State and had achieved some
significant outcomes in the areas of health and human services. However, the
Secretary advised that there were some examples where the use of an NPA as a
vehicle for funding needs to be questioned.3™

At the hearing, the Secretary, Department of Health and Human Services,

Ms Kym Peake stated that in areas such as home and community care services,
homelessness services and dental health services, NPAs are not an appropriate
funding mechanism for what are long-term challenges for both the Victorian and
Commonwealth Governments. The Secretary stated:3"

NPAs pose risks to the state and the department that have the ability to impact on
services, particularly if they are used by the commonwealth instead of national
agreements to fund ongoing service delivery or if there is no provision in the
agreement to transition to ongoing funding where required.

The Secretary also advised that shorter term NPAs and unexpected withdrawal
or deferral of funding together with limited consultation and negotiation of NPAs
has eroded the effectiveness of some of these Agreements.3"

Home and community care services

The Commonwealth Government has provided financial support for home and
community care services in some form since 1985.5'6

The NPA on Home and Community Care Program commenced in 2008-09 and
will come to an end on 30 June 2016. The Commonwealth Government has
contributed $2.7 billion to Victoria to support the Home and Community Care
(HACC) Program under this NPA since 2008-09.3"

313 Ms Kym Peake, Secretary, Department of Health and Human Services, Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, Transcript of evidence,
17 November, 2015, p.2

314 ibid, p.3
315 ibid.
316 ibid, p.2

317 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.20
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The NPA will be replaced by the Bilateral Agreement on Transitioning
Responsibilities for Aged Care and Disability Services which was signed by the
Commonwealth and the States in September 2015. Under the Bilateral Agreement,
funding and management of the HACC Program will be split between the
Commonwealth and Victorian Governments along age lines.®

The Commonwealth Home Support Program will provide a similar range of
services in Victoria to people (65 years and over and 50 years and over for
Indigenous Victorians) as were provided under the HACC Program. Services
for people aged under 65 years and under 50 years for Indigenous Victorians,
will be funded and managed solely by the Victorian Government, with some
services transferring to the National Disability Insurance Scheme as it is rolled
out in Victoria.

FINDING 70: The Home and Community Care Program, which has received
Commonwealth Government funding under a National Partnership Agreement since
2008-09, is being transitioned to a different funding arrangement from 1 July 2016 as
a result of the Bilateral Agreement on Transitioning Responsibilities for Aged Care and
Disability Services.

Homelessness services

The NPA on Homelessness (NPAH) commenced in 2009-10 as a four year
Agreement. Since then the NPAH has been renegotiated as a two year agreement
in 2013-14 and once again in 2015 as a two year Agreement. The Commonwealth
Government has provided approximately $166.7 million in funding under these
NPAs since 2009-10.3"

The Victorian Government’s submission to this Inquiry called for funding for
homelessness to be placed on a more sustainable long-term basis noting the
negative impacts and inefficiencies created by funding under an NPA:32°

Short-term funding of homelessness services limits system reform, creates
uncertainty for service providers and impacts on operational planning. These
challenges ultimately have an adverse impact on availability of appropriate and
innovative services to clients.

FINDING 71: Whilst initial funding contributions from the Commonwealth Government
to support the provision of homelessness services in Victoria through the National
Partnership Agreement on Homelessness have been beneficial, there is a need for a
longer term, more appropriate funding arrangement to be negotiated by the Department
of Health and Human Services and Victorian Government central agencies with the
Commonwealth Government.

318  ibid., p.23

319  Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.23

320 ibid., p.17
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Dental services

As noted in Chapter 5, the NPA on Treating More Public Dental Patients expired
on 30 June 2015 and this coupled with the Commonwealth Government’s
decision in December 2014 to defer the commencement of the NPA on Adult
Public Dental Services has created additional challenges for the management of
Victoria’s public dental health services. The Department of Health and Human
Services, via the Victorian Government’s questionnaire response to this Inquiry,
advised the Committee that amendments to these NPAs have impacted both the
number of public dental clients treated and waiting times in Victoria. In addition,
funding uncertainty going forward has adverse impacts for both the dental care
workforce and dental health care planning in the State.3?

The Commonwealth Government has provided $85.4 million to Victoria for public
dental health services under the NPA on Treating More Public Dental Patients.3??

FINDING 72: The constant changes made by the Commonwealth Government to
funding support provided through National Partnership Agreements for public dental
services have impacted the number of public dental clients treated and public dental
waiting times in Victoria.

Concessions to Pensioners and Seniors

As noted in Chapter 5, the NPA on Certain Concessions for Pensioner Concession
Card and Seniors Card Holders commenced in 2008-09 but the Commonwealth
Government had provided indexed funding of concessions to all Pension
Concession Card holders since 1993. The NPA also included a funding contribution
to Victoria’s provision of public transport concessions to all Australian Seniors
Card holders. Since 2008-09, the Commonwealth Government had provided
$379.8 million in funding to support the provision of these concessions. As

noted earlier in this report, the NPA was unexpectedly terminated by the
Commonwealth Government in its’ 2014-15 Commonwealth Budget.3?3

Victoria has continued to fund these Concessions following the termination
of this NPA at significant additional cost to the State and in spite of the fact
that eligibility for certain concessions continues to be based on eligibility for
Commonwealth concession cards.3?

321 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.26
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FINDING 73: The Commonwealth Government’s termination of the National Partnership
Agreement on Certain Concessions for Pensioner Concession Card and Seniors Card
Holders means that the Commonwealth Government no longer provides any contribution
for concessions provided by the Victorian Government to Commonwealth concession
card holders. This represents a loss of around $70 million per annum in Commonwealth
Government funding for this entitlement program.

6.2.6 Legal assistance services

The Commonwealth Government has historically provided funding for
Commonwealth matters progressing through Victorian-based courts. The NPA on
Legal Assistance Services (NPALAS) was established in July 2010 and built on long
standing arrangements for the provision of legal assistance through the Victoria
Legal Aid Commission for disadvantaged Victorians. The original NPALAS was
for four years and was extended for one year in 2014. A renegotiated five-year
NPALAS was signed in late June 2015 with effect 1 July 2015 until June 2020.3%
The Commonwealth Government has contributed approximately $278.8 million
to support the provision of legal assistance services in Victoria under these NPAs
since 2010-11.32%

At the Committee hearing, the Secretary of the Department of Justice and
Regulation, Mr Greg Wilson, commented on some of the more successful or
effective NPAs within the Justice portfolio such as the NPA on Delivery of a
Seamless National Economy, the Emergency Management Project Agreement and
the NPA on Native Title. These were all related to funding provided to address
specific issues such as the reform of specific business and consumer laws; the
development of an emergency warning system; and the settlement of native title
claims. Speaking about these NPAs, the Secretary contrasted their objectives and
purpose with that of the NPA on Legal Assistance Services which relates to ‘an
ongoing service with ongoing and rising demand.’ The Secretary stated:3?’

In my view if it is ongoing and it is clear it is going to be ongoing and growing,
perhaps it is more suited to the specific purpose payment arrangements, or we have
an adjacent agreement with rewards for reforms, but this one is kind of all bundled
up together.

The Secretary added that the Commonwealth Government might view the
NPALAS as containing reform aspects such as collaborative service arrangements
however these could be specified as outcomes through another funding
arrangement more suited to an area where there is constant demand for the
service.3?® The Committee notes data provided by the Department which
indicates that Commonwealth Government funding under the NPALAS has

not kept pace with the demand for legal assistance services and the Victorian
Government has had to meet the increasing funding gap.
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FINDING 74: The Commonwealth Government has contributed to the provision of
legal services to assist disadvantaged Victorians over a long period. Since 2010, the
Commonwealth Government’s contribution has been provided through a short-term
National Partnership Agreement. This is despite the fact that service provision is well
established and demand for the services continue to increase. There is a need for a
more sustainable funding arrangement to be agreed with the Commonwealth
Government to support this service provision into the future.

Early childhood education programs

There is general acceptance within the community that early childhood
education is important for learning and development and also has some
economic and social benefits by enabling parents to participate in the workforce.

The Committee notes the Commonwealth Productivity Commission report in
October 2014 that early childhood education and child care play a critical role
in the development of Australian children and in enabling parents to work.
The Commission reported that ‘the benefits from participation in preschool for
children’s development and transition to school are largely undisputed.’3?°

The Commission’s report noted that preschool participation can also provide
early identification and intervention for children with developmental
vulnerabilities. The report also notes that the quality and availability of affordable
early childhood services and child care is most critical for rural and remote areas
and for children who are developmentally vulnerable.33°

The NPA on Universal Access to Early Childhood Education (UAECE) provides
funding for five of the 15 hours per child, per week, early childhood education
provision in the State. As noted in Chapter 5, the term of this NPA has been
diminishing each time it has been renegotiated. The NPA commenced in 2009
as a five year Agreement and since then it has been renegotiated for three years,
two years and is currently in the process of renegotiation. The Commonwealth
Government has contributed $466 million to the provision of early childhood
education in Victoria through these NPAs since 2008-09.3%

However, the Committee considers that the renegotiation and agreement by
the State of shorter term NPAs creates uncertainty for the ongoing provision
of early childhood services and impacts the ability of service providers to plan
ahead. The Committee was also advised that if funding under the NPA ceases,
the Victorian Government ‘would be required to cover the Commonwealth
contribution or review the provision of 15 hours of kindergarten.’33?
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The Committee notes that since this NPA was established in 2008-09, Victoria
has been able to increase the minimum hours of kindergarten program delivery
from 10 to 15 hours per week or 600 hours per year. Participation rates have also
increased from around 92 per cent in 2009 to 96.2 per cent in 2014.333

At the hearings, the Secretary of the Department of Education and Training,
Ms Gill Callister explained that the NPA on UAECE has been successful in
increasing the provision of early childhood education services however, the
funding is now about ongoing service delivery and needs to progress from an
NPA to a more sustainable, core funding arrangement. The Secretary stated:33*

...one of the things that becomes a problem is how you move it from being a national
partnership to being something that is about core funding, and stop a lot of time, a
lot of senior office time, both in DET and then in central agencies getting tied up in
the renegotiation of something that I think most people would agree now has a solid
evidence base, and we should continue.

The Secretary also noted that the provision of $100 million in Commonwealth
Government funding contribution through the NPA on UAECE is not
insignificant to Victoria and whilst it would be difficult to reduce 15 hours of
kindergarten provision now, if the Commonwealth Government decided not to
renegotiate this NPA then the additional cost of providing the programs would
flow to the State, or parents or a combination of both.

FINDING 75: Commonwealth Government funding provided under the National
Partnership Agreement on Universal Access to Early Childhood Education since 2008-09
has assisted Victoria in increasing the provision of early childhood education services.
However, as this level of service provision is now well established and expected within the
community, there is a need for the Commonwealth and State Governments to negotiate
transitioning this funding from a short-term National Partnership Agreement to a more
sustainable, core funding arrangement.

6.2.8 Transitioning National Partnership funding to sustainable
funding arrangements

As noted through the examples outlined above, processes are needed to enable
the Victorian Government to work together with the Commonwealth Government
to agree a sustainable approach to Commonwealth Government funding
contributions for key areas of health and human services initiatives, early
childhood education programs and legal assistance services provided in Victoria.
The NPAs noted represent significant areas of cost to the Victorian Government’s
State Budget and comprise some of the more significant NPAs entered into
between successive Commonwealth and Victorian Governments since the

IGA FFR in 2008.
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The Committee notes that the IGA FFR guidelines on National Policy and Reform
Objectives state that National Partnerships are generally expected to have limited
time horizons and following delivery of the particular initiative which is funded
through an NPA:335

(a) funding would cease because the project, output or reform has been delivered; and

(b) where on-going funding is required to maintain a new level of output, such
funding may more appropriately be provided through the relevant National
[Specific Purpose Payment funding] Agreement or general revenue assistance.

Commonwealth Government guidelines state that a review process must be
included in all NPAs and that the Council on Federal Financial Relations may
make a recommendation to COAG in relation to continued funding, and/or the
form of any continued funding for expiring NPAs. However, what appears to

be lacking is a detailed and formalised process which provides for an assessment
or evaluation of these specific NPAs, contributing to long-term service

delivery outcomes.

The Committee notes the following two NPAs in the Education sector where
funding had been “rolled” into the Students First Funding agreement (i.e. the
Commonwealth Specific Purpose Payment funding agreement):336

«  NPA on Empowering Local Schools which was aimed at empowering
participating schools to make decisions at a local level, supporting them
to better respond to the needs of students and the local school community
and provide services designed to assist their students to achieve their best
educational outcomes;3%” and

«  NPA on Low Socio-Economic Status School Communities which was aimed
to improve student engagement, educational outcomes and wellbeing in
participating schools and make inroads into entrenched disadvantage.33®

The Committee also notes examples provided by the Department of Health

and Human Services at the hearings of NPA funding which has transitioned

to “in-scope activity” under another form of funding Agreement with the
Commonwealth Government.33*® For example, the Committee heard that the
Commonwealth Government’s contribution through the NPA on Indigenous Early
Childhood Development had enabled the expansion of Koori maternity services in
Victoria and these services are now “in-scope activity” for joint funding between

335 Commonwealth of Australia, Council on Federal Financial Relations, Intergovernmental Agreement on Federal
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the Commonwealth and the State.3*° Another example given was the funding for
sub-acute beds in public hospitals funded through the NPA on Improving Public
Hospitals. The Committee was advised that sub-acute beds have now moved from
being specifically prescribed under an NPA to being “in-scope activity” under the
National Health Reform Agreement.3*

The transition of funding arrangements for other services and programs
currently delivered through NPAs, such as legal assistance services, homelessness
services and early childhood education, to a more stable and long-term funding
arrangement with the Commonwealth Government would:

- assist with the management of ongoing and increasing demand for these
services;

- enable more effective long-term service solutions and outcomes rather than
short term, reactionary or erratic service provision; and

- enable innovation in service delivery.

As noted earlier, the Committee considers that NPAs are not an appropriate
funding mechanism to support these areas of service delivery and should not
be continued to be negotiated by the State of Victoria. There is a need for the
State and Commonwealth Governments to work together to develop clear and
formalised criteria to enable:

- acritical and impartial assessment of individual NPAs to determine whether
funding for certain programs and services is best suited to a short-term
funding arrangement such as an NPA; and

- aprocess whereby funding for established and ongoing delivery of key
government services and programs can be transitioned to a National Specific
Purpose Payment funding agreement.

This is especially pertinent to those NPAs where there is an expectation of, and
need for, continued provision of a service or program within the community and
the demand for the service or program is forecast to continue.

FINDING 76: National Partnership funding for ongoing service delivery does not align
with the original intent and principles outlined in the Intergovernmental Agreement on
Federal Financial Relations. Changes to National Partnership funding and continued
negotiation of short-term funding arrangements, without transition to a more appropriate
funding mechanism, has the potential to disrupt, as well as compromise, the quality of
service delivery.

340 ibid.
341  ibid.
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RECOMMENDATION 14: The Victorian Government central agencies should actively
advocate, through the Council on Federal Financial Relations, for the development and
agreement of clear and objective criteria to assess the continued suitability of National
Partnership funding arrangements for the delivery of certain programs and services in
Victoria. Such criteria could be used to determine whether funding should be placed on
a more suitable and sustainable funding basis. This is especially critical where services
are well established and there is evidence of increasing demand within the community.

Administration of Commonwealth-State financial
relations

The Committee notes that there are many processes associated with the
negotiation, implementation, monitoring and reporting of NPAs which result
in costs to the State and also to non-government service providers in receipt of
Commonwealth Government funding through NPAs.

Recent reports and papers prepared by Parliamentary committees, the
Commonwealth National Commission of Audit, the Commonwealth Department
of Prime Minister and Cabinet and academia have commented on the
administrative burden around Commonwealth-State financial relations.

The Committee notes that two of the underlying objectives of the IGA FFR are
directed at: 342

- enhanced public accountability through simpler, standardised and more
transparent performance reporting by all jurisdictions, with a focus on the
achievement of outcomes, efficient service delivery and timely public reporting.

« reduced administration and compliance costs.

The Committee’s examination of NPAs throughout this Inquiry has tested the
stated aims of the IGA FFR. The Committee notes evidence provided by Victorian
Government departments which highlight some of the detractions in relation to
the administrative aspects of NPAs. These are discussed in the following sections.

Negotiation and management of National Partnership
Agreements

The Committee was informed that Victorian Government departments are
responsible for NPAs within their portfolio including: managing the life-cycle of
an NPA from inception through to implementation; considering the policy merits
of NPAs; managing the expenditure of funding and delivery of outputs under the
NPA; and managing any risks or issues throughout the period of the agreement.343

342 Commonwealth of Australia, Council on Federal Financial Relations, Intergovernmental Agreement on Federal
Financial Relations, Part 2 - Objectives, August 2011, p.5, <www.federalfinancialrelations.gov.au/content/>,
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Victoria’s devolved management system allocates responsibility for consultation
with front line service providers to departments and agencies which already have
established relationships with stakeholders. This is similar to arrangements in
other States and Territories. Victorian Government departments engage in active
and ongoing consultation with Commonwealth Government departments over
the establishment of performance measures and with front line service delivery
organisations and stakeholders over program delivery.344

The Committee requested information from the Department of Premier and
Cabinet about action being taken at the state level to minimise the administrative
costs associated with NPAs. The Department advised that a consistent approach
is taken to the assessment of NPAs across the whole-of-government. When
assessing the financial risks of an NPA, one of the key considerations for the

State is the costs of administration and reporting against the agreement.

The Department advised that it seeks to ensure that NPA reporting to the
Commonwealth Government is meaningful, commensurate with the value and
size of the NPA, and has clear and appropriate governance and accountability
arrangements. 34°

FINDING 77: The Department of Premier and Cabinet undertakes monitoring and
oversight during the negotiation of National Partnership Agreements to ensure that
Victoria’s reporting to the Commonwealth Government is meaningful, commensurate
with the value and size of the Agreement, and includes clear and appropriate governance
and accountability arrangements.

The Committee notes the awareness of the Victorian Government in regard to
managing the costs associated with the administration of NPAs. The Committee
considers it crucial that the Victorian Government continue to enhance its
engagement processes with the Commonwealth Government and to highlight
instances where negotiation and reporting costs are becoming excessive in
relation to NPA funding provided.

RECOMMENDATION 15: The Victorian Government should continue to enhance its
engagement activity and processes with the Commonwealth Government in an effort to
minimise the negotiation and administrative costs associated with National Partnership
Agreements.
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6.3.2 Number and complexity of Commonwealth-State funding
Agreements

The Department of Premier and Cabinet advised that the 2008 IGA FFR was
intended to reduce the number and complexity of funding agreements between
the Commonwealth and the States and Territories with a view to focusing on
reforms of national significance and reducing administrative overheads and
constraints on decision-making.346

The Committee received information from the Department of Premier and
Cabinet about the increasing number of NPAs since 2008 and some overly
prescriptive NPAs which have added to the administrative burden and costs
associated with managing these Agreements. The Department of Premier and
Cabinet advised that compliance with formal reporting requirements under
both National Partnerships and Project Agreements was significant and that

a large proportion of these agreements involve less than $10 million in funding
to Victoria.3¥

Number of Agreements has increased the reporting burden

The Reform of the Federation White Paper Review process reported a proliferation
in the number of Agreements resulting in increased administrative burden

and costs for States and Territories. An Issues Paper, released as part of the
Review process, notes that by the end of 2010 there was a national catalogue

of over 300 documents, including six National Agreements, 51 NPAs and

230 Implementation Plans.348

The Issues Paper states that the increased reporting burden for States and
Territories has been linked to: 34°

- increasesin the number of agreements;
« changes in the level of detail required in reports;
» reporting frequency; and
« new reporting requirements around Implementation Plans.
The Issues Paper concludes: 3%°
On balance it is difficult to assess the extent to which the additional costs and

administrative burden associated with the reporting requirements strengthened
public accountability.
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This issue was also highlighted by the Commonwealth National Commission

of Audit (the Commission) in its 2014 report. The Commission reported that a
key objective of the IGA FFR was a reduction in administration and compliance
overheads associated with payments from the Commonwealth to the States.
However, the Commission reported that the growth in the number of agreements
has contributed to a significant growth in reporting and administrative expenses.
In addition, the Commonwealth had reverted to more detailed reporting
arrangements to provide assurance to Commonwealth Ministers and the
Australian taxpayer that funds were being spent appropriately.3>

The Commission states in its report that:3>2
Steps should be taken to immediately review all National Partnership Agreements
with a view to rationalising their number. This would reduce the administrative

burden for both Commonwealth and State governments.

At the same time it would be useful to re-examine performance reporting
requirements, along with broader data and transparency requirements.

The Commission reported that a more streamlined system, ‘built around a single,
integrated, national reporting system’ would assist in reducing data collection
costs and also help to reduce the confusion around the interpretation of
performance.3%3

Prescriptive requirements in National Partnership Agreements

Some of the issues around constraints on the State and local decision-making
have been discussed earlier in this report in relation to the impact of short-term
funding arrangements for government services with longer term horizons.

The Committee notes that constraints on local decision-making can also result
from higher levels of prescription in some NPAs in terms of how specified
outcomes should be achieved or how funds should be targeted.

The IGA FFR specifies that National Partnerships must focus on outcomes and
outputs rather than inputs. Consequently, the IGA FFR provides for a reduction
in Commonwealth prescription over service delivery by the States and Territories
and notes that Agreements will not include financial or other input controls,
giving the States more flexibility in how services are provided to achieve
outcomes for which they are responsible.

The Committee heard evidence from the Department of Health and Human
Services that overly prescriptive requirements attached to NPAs by the
Commonwealth impact the ability of the Department to design services that are
tailored to the Department’s client groups and service system.3>
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For example, the Committee was advised that 25 per cent of the total
Commonwealth funding provided for the NPA on Homelessness had to be
allocated to priorities nominated by the Commonwealth Government.

These specific conditions about how funding is to be applied can limit the
ability of the State to achieve the best local outcomes and value for money.3

The Secretary of the Department of Health and Human Services, Ms Kym Peake
advised that:3%¢

...Victoria has had to work very hard to facilitate innovation in the homelessness
sector and address systemic challenges, such as family violence and entrenched
disadvantage, but the evidence base for how best to respond is constantly evolving,
and therefore it is important that NPAs do not lock us in to a specific model of service
delivery that might become outdated.

Where an NPA is specific about how funds are to be applied, the ability of
Victorian Government departments to develop appropriate programs and
initiatives to address “localised” or “State specific” issues to achieve the best
outcome for Victorians accessing the services, is limited.

FINDING 78: Where prescriptive requirements and conditions are detailed by
Commonwealth Government portfolio departments in National Partnership Agreements,
this restricts Victoria’s flexibility over the use of funds and potentially inhibits the funding
being used in the most effective way and to achieve the best outcomes for particular
groups within the Victorian community.

The Committee agrees that it is critical that the terms and conditions set out in
NPAs provide flexibility to allow for innovation and service delivery responses
that reflect changing needs and evolving evidence of best practice within the
State of Victoria. It is important that Victorian Government portfolio departments
seek to minimise over prescription in National Partnership Agreements as part

of their negotiation with their Commonwealth Government portfolio department
counterparts.

RECOMMENDATION 16: In their negotiations with the Commonwealth Government,
it is important that Victorian Government portfolio departments take action to ensure
that National Partnership Agreements:

. provide flexibility to allow for innovation and service delivery responses that reflect
changing needs and evolving evidence of best practice within the State of Victoria;
and

. avoid over prescription by Commonwealth Government portfolio departments with
regard to how funds provided by the Commonwealth are applied by the State.
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6.4 Accountability and reporting

As noted, NPAs come with specific accountability and compliance requirements
aimed at assuring the Commonwealth Government that the funds provided to the
State have been acquitted for their intended purpose. NPAs may contain specified
outcomes or key performance indicators/targets which provide accountability
and enable funding to continue and potential reward payments to be realised.

Some reporting requirements also seek to collect common national data in
specific areas of government policy and service provision (particularly in
health and education) which can assist policy makers and the future allocation
of resources.

The Committee was advised that there are negative implications for performance
reporting when NPA objectives are developed by the Commonwealth with limited
consultation with the States or without any in-depth understanding of existing
frameworks or service systems.3%”

The Committee acknowledges that the high degree of vertical fiscal imbalance
provides the Commonwealth Government with a significant degree of influence
and power in the negotiation of NPAs with the States and Territories and
results in some situations where performance measures and data collection
requirements are “imposed” purely by way of the States’ acceptance of

the funding.

The Committee was advised that Victoria seeks to ensure that reporting on
National Partnerships for accountability purposes is kept proportional to the
amount of funding received and the objectives or outcomes which are being
sought through the Partnership. However, the Committee was advised that this
was not always possible.

Some evidence provided through this Inquiry suggested that there have been
instances where Commonwealth Government portfolio departments have
insisted on including more progress reporting as part of their monitoring and
oversight. This was sometimes as a result of recommendations by National and
State Auditors-General advocating for an increase in accountability and reporting
by government departments over funding provided by the Commonwealth to the
State, including through National Partnerships.

The Committee considers that it is critical that Victorian Government portfolio
departments and central agencies collaborate and negotiate forcefully

and productively with their Commonwealth Government counterparts to
ensure that the principles and intent as prescribed in the IGA FFR in relation
to accountability and reporting are reflected in all NPAs agreed with the
Commonwealth Government.
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Performance reporting

The Committee notes that the Commonwealth Parliament’s Joint Committee of
Public Accounts and Audit (JCPAA) Inquiry into National Funding Agreements
highlighted the need for performance reporting on national agreements to be
improved to ensure a more outcomes focussed approach. The JCPAA found
that the lack of clarity around outcomes for various agreements ‘is seriously
undermining the principles of the IGA FFR.’3>8

The JCPAA noted a number of issues which needed to be addressed to improve
the accountability and reporting framework for national funding agreements
under the IGA FFR such as:3%°

- Setting reporting objectives with clearly defined outcomes and key
performance indicators; and

- Improved data quality including timeliness, comparability and generic
data collection.

To address these issues the JCPAA recommended that more work be done to
move towards a “single report to multiple agencies” ideal to streamline reporting
requirements attached to Commonwealth Government funding and reduce the
reporting burden.3¢° The Report recommended that:3¢'

The Department of the Prime Minister and Cabinet and central agencies report back
to the Committee within six months on work undertaken to move towards the ‘single
report to multiple agencies’ ideal and the potential to develop a set of standard data
requirements for areas of national interest.

The Committee notes that the Commonwealth Government supported this
recommendation stating:36?

The [Commonwealth] Government supports streamlining reporting requirements
and consolidating data collections wherever possible to reduce the reporting
burden. This objective will always be balanced with the need to have data that are
fit-for-purpose, timely and robust.

The Commonwealth Government also responded that progress had already
been made to move towards a ‘single report to multiple agencies’ format for
performance reporting noting that the Productivity Commission and the

COAG Reform Council (since terminated) were already using secondary sources
to obtain information rather than approaching States and service providers
directly.363 Data collection is discussed in the following section.
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FINDING 79: More work is required by the Coalition of Australian Governments and
the Council on Federal Financial Relations to evaluate and seek to streamline reporting
requirements attached to Commonwealth Government funding. This includes those
related to the significant number of National Partnership Agreements in place between
the Commonwealth and the States, and to reduce the reporting burden on State and
Territory Governments.

6.4.2 Data collection

The collection of data and information about the effectiveness of programs

and initiatives, assist governments to improve the design and development of
public policy and to better target programs to address areas of highest need.

The Committee asked Victorian Government departments to provide examples
of NPAs which have enabled the collection of data in areas which may have been
previously limited or non-existent.

The Victorian Government advised that in some cases, the focus on outcomes
and performance measurement through the IGA FFR has meant that reporting

on some NPAs has enabled the collection of useful data which previously may

not have been available.3%* The Victorian Government pointed to the NPA on
Preventive Health through which Victoria has developed a large scale randomised
trial of preventive health interventions in a number of local government areas.
The Victorian Government advised that the trial is unique in terms of its size and
type in the world and will contribute to knowledge worldwide and to the design of
future preventive health initiatives.36°

The Committee was informed that funding under this NPA has also enabled:366

...the development of Victoria’s first behavioural segmentation model, mapping
attitudes, beliefs, barriers and enablers of healthy eating and physical activity
behaviours against behavioural theories and socio-economic predictors of body mass
index. This is viewed as an innovative tool to help guide policy decisions as well as
intervention design, implementation and evaluation.

The Committee notes that whilst NPAs can provide opportunities for data
collection where the opportunity to capture performance outcomes was not
previously available, the effectiveness and real value of these data collections can
be weakened when NPA funding is discontinued.

For example, the early termination of the NPA on Preventive Health by the
Commonwealth Government in 2014-15 is anticipated to impact the collection
of key data required to make an informed report on the long-term population
level health outcomes of initiatives implemented under this NPA. The Victorian
Government advised that:3¢’

364 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.7

365 ibid, p.8
366 ibid.
367 ibid, p.14

Inquiry into the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements 155



Chapter 6 Other issues related to the use of National Partnership Agreements

An interim evaluation inJanuary 2015 found that there was evidence that changes
were occurring in local communities that would establish the foundations for
improved health outcomes. This evidence included the extensive reach of key
initiatives across communities, significant partnerships across sectors to support
better health, and the early signs of cultural change, improved health literacy,
community acceptance and engagement and interest and engagement from the
private sector.

The analysis of the population level data and assessment of longterm impact is at
risk as a result of the removal [of] NPA funding.

This was supported by evidence provided by Knox City Council (KCC), one of
the local government communities involved in the trial of preventive health
programs under this NPA.

KCC stated that the cessation of the NPA on Preventive Health resulted in a
lost opportunity to capture the evidence of the impact of the Healthy Together
initiative in the Knox area and to make a significant contribution to the global
body of knowledge about effective health prevention of chronic disease.368

FINDING 80: National Partnership Agreements can provide opportunities for the
collection of meaningful data to assist policy design, implementation and evaluation
of the outcomes of government programs and initiatives. However, uncertainty around
continued funding for some programs has meant that data collection and analysis has
ceased well before the outcomes can be fully evaluated.

The Committee notes the 2011 JCPAA report which stated that, generic data
collections could be developed to satisfy the requirements of various reporting
frameworks and to assist in removing some of the data collection burden being
placed on line departments and service delivery agencies.3¢°

The Commonwealth Government’s response, in August 2012, stated that several
activities were underway to consolidate data collections, including: 370

« the development of National Minimum datasets to improve performance
reporting against National Agreements and NPAs;

- the National Centre for Vocational Education Research data collations;

« Australian Curriculum, Assessment and Reporting Authority and National
Assessment Program - Literacy and Numeracy data collections; and

- The Australian Bureau of Statistics ‘Measuring Wellbeing’ framework.

368 Knox City Council, Submission to the Committee’s Inquiry into the Impact on Victorian Government Service
Delivery of Changes to National Partnership Agreements, received 21 August 2015, pp.3-4

369 The Parliament of the Commonwealth of Australia, Joint Committee of Public Accounts and Audit, Report 427,
Inquiry into National Funding Agreements, November 2011, p.55

370 Commonwealth of Australia, Australian Government, Australian Government Response to the Joint Committee of
Public Accounts and Audit Report No.427 Inquiry into National Funding Agreements, August 2012, p.8
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In addition, the Commonwealth Government stated that the Australian
Institute of Health and Welfare Metadata Online Registry provides a repository
for metadata standards on health, housing and community services statistics
and information.”!

FINDING 81: There is a need for the Coalition of Australian Governments to continue
to review the implications of reporting requirements specified in National Partnership
Agreements, on the cost of data collection for State and Territory Government
departments and agencies and for local service providers, and to work towards more
streamlined reporting processes wherever possible.

RECOMMENDATION 17: The Victorian Government continue to work with the
Commonwealth Government, local government and service providers to streamline data
collection processes in an effort to enable more economic reporting on the effectiveness
of National Partnership Agreements.

6.4.3 Performance measures and indicators

The Committee notes that the IGA FFR states that ‘the purpose of performance
indicators is to inform the general public about government performance in making
progress towards identified outcomes’ and to provide clarity on public sector
achievement in service delivery.3’?

The Secretary of the Department of Premier and Cabinet, Mr Chris Eccles stated
at the hearing:37

I do not think we have sufficient clarity around our NPAs or our [Specific Purpose
Payments] about the outcomes that we are seeking to achieve - that is the first thing.
The second thing is I do not believe that we have data to support a reporting on those
outcomes that we do identify for any given investment. I think we need to spend
more time as public policy practitioners being clear about the outcomes, investing in
the data systems to enable us to report on the outcome rather than just the activity or
the input.

In terms of measuring the achievement of the desired outcomes of an NPA,
the Committee notes the importance of developing relevant and suitable key
performance indicators (KPIs). In February 2011, a Conceptual Framework on
Performance Reporting was prepared by the Heads of Treasuries and endorsed
by the Council of Australian Governments (COAG) to provide consistency and
guidance on developing KPIs.374

371 ibid, p.9

372 Commonwealth of Australia, Council on Federal Financial Relations, Intergovernmental Agreement on Federal
Financial Relations - Public Accountability and Performance Reporting (Schedule C), p.C-2

373  Mr Chris Eccles, Secretary, Department of Premier and Cabinet, Inquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements, Transcript of evidence, 19 November 2015,
pp.7-8

374 Commonwealth of Australia, Council on Federal Financial Relations, Conceptual Framework for Performance
Reporting, <www.federalfinancialrelations.gov.au/content/performance_reporting/conceptual_framework_
performance_reporting_feb_11.pdf>, viewed 23 February 2016
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The 2011 JCPAA Inquiry into National Funding Arrangements highlighted
deficiencies and inadequacies in aligning KPIs with performance outcomes and
objectives. The Inquiry also recommended that:37>

The Department of the Prime Minister and Cabinet, in consultation with other
central agencies, establish processes to ensure that there is clarity of the outcomes
to be achieved and these are clearly reflected in national funding agreements.

The committee asserts that to underpin the achievement of outcomes, mutual
understanding of the end goal must drive the cultural change, the training and

skill development, and the quality and timeliness of data collection and publication.
At all times, outcomes should be the focus in the development of all national
agreements.

In response, the Commonwealth Government stated that the Commonwealth
Department of the Prime Minister and Cabinet and the Commonwealth Treasury
would work with portfolio agencies to develop National Partnerships and
Implementation Plans under the IGA FFR with a strong focus on specifying
outcomes and identifying robust performance measures and data to assess
progress in the achievement of outcomes over time.37

The Committee asked Victorian Government departments to provide examples of
any NPAs with performance measures or indicators which were considered to be
unfair, unclear or inappropriate.

Legal assistance services

The Committee was advised that the renegotiated NPA on Legal Assistance
Services for 2015-20 not only continues to provide financial contributions to the
Victorian Legal Aid Commission (VLA) but now also provides financial support
to Community Legal Centres (CLC) for the delivery of Commonwealth legal
assistance services in Victoria.3”?

The Commonwealth Government initially indicated that both the VLA and
CLC sectors would be required to achieve specified KPIs and that individual
six-monthly payments would be terminated if they failed to achieve the
performance benchmark requirements set under the NPA.378

The Victorian Government highlighted the risks to service performance if KPIs
were set for the VLA and CLC sector as whole and not as separate performance
benchmarks:37°

375 The Parliament of the Commonwealth of Australia, Joint Committee of Public Accounts and Audit, Report 427 -
Inquiry into National Funding Agreements (2011), p.67

376  Commonwealth of Australia, Australian Government, Australian Government Response to the Joint Committee of
Public Accounts and Audit Report 427 Inquiry into National Funding Agreements (2012), p.7

377 Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.32

378 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.47

379 ibid.
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For VLA, this will jeopardise its ability to continue operations at current levels
even in the short-term. For CLCs, without funding certainty services would need to
bereducedssignificantly and manywould havetocease operating.

The Department of Justice and Regulation advised the Committee that after
providing strong feedback and renegotiating on the new 5-year NPA on Legal
Assistance Services (2015-20), the Commonwealth Government made policy
concessions on KPIs which include:38°

« uncoupling the performance of VLA from CLCs, so that the potential
underperformance of one would not penalise the other;

« lowering the performance benchmark against which payments are tied
from 95 per cent to 85 per cent (during 2015-16 and 2016-17) increasing
to 90 per cent from 2017-18 onwards) for CLCs to deliver representation
services; and

- agreement that pro-rata payments can be made to the State, depending on
the proportion of the performance benchmark achieved.

Education

The Secretary of the Department of Education and Training, Ms Gill Callister
explained to the Committee that a focus on input-based rather than
outcomes-based performance indicators was still one of the reasons why
implementing NPAs had not always fulfilled the promised potential of the
IGA FFR.3®

The Committee was also advised that the Commonwealth Government sets

the initial KPIs when designing the NPAs but does not always consider the
practicalities of linking performance measures appropriately to funding.

For example, in the 2015 NPA on Universal Access to Early Childhood Education,
the Commonwealth Government shifted the balance of funding from the original
NPA, which had facilitation funding only, to the renegotiated current NPA where
70 per cent of funding was contingent on meeting performance targets, and

40 per cent was “at risk” for States not meeting all performance indicators.38?
The Victorian Government also noted that the targets include some very
high-threshold performance indicators and sub-indicators, and:383

This created an “all or nothing” high stakes funding environment where states stand
to lose millions if a dozen children are not participating.

380 Department of Justice and Regulation, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/Specific
Questionnaire, received 22 January 2016, p.3

381  Ms Gill Callister, Secretary, Department of Education and Training, /nquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, Transcript of evidence,
17 November 2015, p.3

382 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.4
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At the hearings, the Department of Education and Training also highlighted that
the specifications set down around performance indicators in the agreement are
locked in at the start and there is a lack of flexibility available in NPAs to adapt
over the period of the agreement:384

The key performance indicators and measures are set up-front and remove the ability
to learn and adapt as quickly as we would like along the way. There is an external
reporting accountability, so we have to keep delivering the particular things that were
agreed on when we might have learnt that a bit more directed to one of the other
priorities within the agreement would have a greater return, but we have got to keep
delivering against the performance measures that are in the agreement in order for
the funds to keep flowing.

Health

The Committee notes evidence provided by the Secretary of the Department of
Health and Human Services, Ms Kym Peake, that variations to the performance
measures included in an NPA have been possible on some occasions.

The Secretary advised:38

I have been part of negotiations of agreements where once you have started it is clear
that the performance measures are not practical or it is going to take a longer time,
and that is agreed, or there is a change in policy by one level - the commonwealth
makes a decision which makes a particular performance measure meaningless in an
agreement - and there has been scope for renegotiation.

The Committee considers that it is important for KPIs included in NPAs to

be negotiated between the Commonwealth and Victorian Governments in

a manner consistent with the principles outlined in the IGA FFR and with
guidance established by the Council on Federal Financial Relations. The
Victorian Government should continue to strengthen its engagement processes
and interactions with Commonwealth Government portfolio departments to
periodically review the relevance, appropriateness and practicality of KPIs linked
to objectives stated in NPAs.

FINDING 82: Performance indicators specified in National Partnerships do not always:

. align with the original objectives and principles as set out in the /ntergovernmental
Agreement on Federal Financial Relations to focus on performance outcomes;

. consider the relevance, appropriateness and practicality of linking performance to
funding; and/or

. provide for flexibility and adaptation as a program or service is delivered.

384 Mr Simon Kent, Deputy Secretary, Strategy and Review Group, Department of Education and Training, /nquiry
into the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements,
Transcript of evidence, 17 November 2015, p.13

385 Ms Kym Peake, Secretary, Department of Health and Human Services, /nquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, Transcript of evidence,
17 November 2015, p.7
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RECOMMENDATION 18: In negotiating National Partnership Agreements, Victorian
Government portfolio agencies should ensure that key performance indicators and
measures set out in Agreements are practical, appropriate and align with the objectives,
principles and guidelines established under the Intergovernmental Agreement on Federal
Financial Relations.

6.5 Costs of compliance

As noted, administrative processes related to the negotiation, consultation,
monitoring and reporting of NPAs takes time and costs money. The IGA FFR
sought to reduce the administrative burden associated with Commonwealth
Government funding agreements.

The Committee received advice from both Victorian Government departments
and non-government organisations in regard to:

- estimated costs associated with NPA negotiation, coordination, data
collection and performance reporting;

- the impact of these costs on service delivery; and

- the extent to which these costs are accounted for within funding provided
under an Agreement.

The findings are presented in the following paragraphs.

Costs to the Victorian Government

The Department of Premier and Cabinet referred the Committee to a 2013 report,
prepared by Price Waterhouse Coopers for the Victorian Government, on Effective
and Efficient Intergovernmental Accountability which estimates that:386

...the Victorian Government incurs marginal costs of $10-$12 million to comply with
formal reporting requirements under National Partnership and Project Agreements.
This represented the costs incurred for over 920 individual reports delivered to the
Commonwealth over the life of these agreements, of which 37 per cent were a form of
progress reporting.

In addition to the costs directly associated with the Commonwealth
Government’s formal reporting requirements, the review also noted additional
marginal costs incurred by Victorian Government departments associated
with other management and administrative tasks related to Agreements

as follows:3%7

- approximately $2 to $2.4 million associated with negotiation over proposed
agreements;

386 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.7

387 ibid.
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+ approximately $1.7 to $2 million developing and agreeing implementation
plans and project proposals; and

- approximately $1.8 to $2.2 million responding to ad hoc requests for
information.

FINDING 83: A 2013 report on Effective and Efficient Intergovernmental Accountability
found that the Victorian Government incurs marginal costs of $10-$12 million to comply
with formal reporting requirements under National Partnership and Project Agreements.

The Committee requested information from Victorian Government departments
about how much of the funding provided under an NPA is allowed for
administrative overheads such as data collection, analysis and evaluation of
performance.

The Victorian Government advised that NPA reporting requirements were
generally formulated with no explicit recognition of the costs of data collection,
although it was considered that States and Territories often negotiate an
agreement on the basis of keeping reporting requirements proportionate to the
NPA’s significance.3

FINDING 84: Compliance and accountability for Commonwealth Government funding
provided through National Partnership Agreements needs to be cost-effective and
proportional to the nature, size and purpose of the funding activity.

The Committee notes that despite the Commonwealth Government’s indication
of support for streamlined reporting wherever possible, NPA reporting
requirements remain a burden for the Victorian Government and funded

service delivery organisations. An example of this is the recently renewed NPA

on Legal Assistance Services (NPALAS) for 2015-20 which includes additional
administrative burdens including collaborative service planning, revised data
collection and half-yearly performance reporting obligations. The Committee was
advised that the new NPALAS includes no consideration of any new technology
platform to enable Victoria to facilitate the required data collection and collation
for reporting purposes.38

Further, the Department of Justice and Regulation advised that the
Commonwealth Government has provided only $1 million over the period of
the NPALAS for all States and Territories in recognition of this administrative
role being transferred to the States. The Department also indicated that the
additional administrative requirements could also lead to a loss of direct service
delivery capacity across the sector which comprises Legal Aid Commissions and
Community Legal Centres.3*°
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FINDING 85: Despite the Commonwealth Government’s indication of support for
streamlined reporting wherever possible, National Partnership Agreement reporting
requirements remain a burden for the Victorian Government and funded service
providers.

Costs to service providers

The Secretary of the Department of Treasury and Finance, Mr David Martine
stated at the hearings that reporting requirements which specify detailed
information often means that relevant departments have to impose reporting
burdens on community organisations receiving funds to deliver services.3*'

This issue was also commented on at the hearings by the Chief Executive Officer
of VCOSS, Ms Emma King, who emphasised the need for some simplification

of reporting requirements for community sector organisations, noting that
compliance is costing these organisations considerable amounts of money.3%2

...at the end of the day, red tape, for want of a better term, is costing a significant
amount of money. It impacts on service delivery at the end of the day as well. So we
would say that the administrative burden that is attached to meeting the reporting
requirements of the national partnership agreements is generally onerous.

In a specific questionnaire response to a request for further details about

these compliance costs for community sector organisations, VCOSS explained
that it did not have collective data available to quantify these costs but that a
number of organisations have reported that they are experiencing an increase in
compliance costs. VCOSS advised that a major issue is that often organisations are
required to meet a variety of reporting requirements when services are funded by
different levels of government and also sometimes for different funding programs
within the one agency. VCOSS states:3%3

Some community organisations may receive funding from dozens of programs,
and must maintain complex systems of reportingtotrack different data items,
reporting requirements and submission channels for each program for essentially
the same services. This unnecessary complexity inreporting imposes significant
staff costs inadministration and for the maintenance of complex data systems for
reporting, with manyelements having unclear purposes.

In terms of addressing this issue, VCOSS advised that it has worked with the
Department of Health and Human Services and the Department of Education
and Training in an effort to reduce compliance costs associated with the 2012-15
Service Agreement, under which community sector organisations are funded.’®4

391 Mr David Martine, Secretary, Department of Treasury and Finance, /nquiry into the Impact on Victorian
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VCOSS also noted that the establishment of the Australian Charities and
Not-for-profit Commission (ACNC) may provide an avenue for reducing
compliance costs of community sector organisations.3?> The Committee was
advised that the ACNC is in the process of negotiating with Commonwealth
Government agencies and State and Territory governments to streamline
reporting arrangements through a “Charity Passport”. VCOSS states that the
Victorian Government could assist this process by becoming a “Charity Passport
Partner”, enabling the ACNC to share information across Victorian Government
agencies so that community sector organisations could report once to the ACNC
knowing that other funding agencies could access any necessary information.3%

Evidence provided by the Chief Executive Officer of the VHA, Mr Tom
Symondson, also described the reporting process in the Health sector as being
onerous and duplicated without adding value to the beneficiary service provider
as the data required was often already available through another government
department or agency:3%’

You tend to find that the state might ask for a piece of data for its own purposes,
and then the commonwealth will come along and ask for the same piece of data in
a slightly different format with a different form for a different purpose.

The VHA advised that service providers would have no significant issues on
reporting requirements if there was better understanding and awareness of the
extent of data collection efforts across Commonwealth and State jurisdictions:3%8

...if we were aware across each level of government and between levels of government
what data was already being collected, I would say that a large proportion of the data
requirements that are placed on services when an NPA comes into place were already
being collected anyway or they might have been being collected in a slightly different
way and we can change that so that they fit their needs.

The VHA also commented that, while not opposing reporting or compliance,

both the Commonwealth and State and Territory Governments should have
better intergovernmental reporting processes to reduce reporting duplication and
minimise the burden placed on the beneficiary service providers. In response to

a request from the Committee for further details in regard to compliance costs,
the VHA advised:3%°

The VHA does not oppose reporting or compliance, however our concern is
with duplication, and reporting which is of no consequence. We do not suggest
that reporting against the NPAs themselves has specifically increased the
burden; however we urge governments to consider the purpose of reporting and
compliance requirements to ensure they are meaningful and beneficial to health
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and health service delivery.In particular, we recommend that any new reporting
requirements are first audited against existing reporting and compliance
requirements to avoid unnecessary duplication.

FINDING 86: Representatives of community service providers indicated that the
administrative burden attached to meeting the reporting requirements of National
Partnership Agreements can be onerous and can ultimately impact on service delivery.
In addition, some reporting requirements were considered to be of little usefulness and
others seemed to be duplicated by jurisdictions.

RECOMMENDATION 19: New reporting requirements prescribed in a National
Partnership Agreement should be verified or audited against existing reporting and
compliance requirements to minimise unnecessary duplication in data collection and
reporting activity for Victorian Government departments and local service providers.

RECOMMENDATION 20: Lead Victorian Government portfolio agencies, such as

the Department of Health and Human Services and the Department of Education and
Training, responsible for funding community sector organisations, should liaise with peak
organisations, such as the Victorian Council of Social Service, the Victorian Healthcare
Association and the Australian Charities and Not-for-Profit Commission, in an effort to
streamline reporting requirements for community service providers.

6.6 Committee conclusion

The Committee acknowledges that the Commonwealth Government and the
State and Territory Governments are working on obtaining and developing better
datasets for reporting on health and social welfare outcomes.

The Committee notes there is a need for refinement in NPA reporting
requirements to ensure an appropriate balance and focus on outcomes being
achieved as opposed to the volume or quantity of reporting.

The Committee notes that many Victorian Government departments and
representatives of service sector organisations commented on the administrative
burden created by some NPAs in terms of their performance reporting. In
addition, Victorian Government departments commented on the overly
prescriptive nature of some NPAs which at times focused on the inputs and
processes associated with spending funding rather than outcomes achieved from
the funds spent. This is at odds with the objectives of the IGA FFR.

The Committee considers that these accountability and compliance requirements
can create layers of bureaucracy dedicated to the development, reporting, review
and assessment of Commonwealth Government funding agreements which can
ultimately divert scarce resources away from service delivery.

The Committee considers that simplification of the reporting and accountability
processes for the use of Commonwealth Government funds would lead to
improved economies and efficiencies in portfolio departments and service
delivery organisations.
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The Department of Premier and Cabinet and the Department of Treasury

and Finance should advocate to the Commonwealth Government for simpler
accountability and compliance reporting for funding in an effort to ensure, at
least, that the degree of reporting is commensurate with the amount of funding
provided under an Agreement.

FINDING 87: Reporting requirements prescribed in National Partnership Agreements
are necessary for public accountability and effective performance assessment. However,
the Committee was advised that the number of smaller National Partnership Agreements
and the reporting requirements in Agreements can be excessive, prescriptive, onerous,
and result in some duplication. This can contribute to an additional administrative burden
for Victorian Government departments, local government and service providers.

RECOMMENDATION 21: The Victorian Government portfolio departments and
central agencies continue to actively negotiate with their Commonwealth Government
counterparts for improvements and simplifications to intergovernmental reporting
processes related to funding provided by the Commonwealth Government through
National Partnership Agreements.
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7 Impact of changes to National
Partnerships on the cost of
living for Victorians

7.1 Introduction

This Chapter includes the Committee’s assessment and findings in relation
to Term of Reference (d) which asks the Committee to determine the impact
of changes in funding levels and service delivery associated with National
Partnership Agreements (NPAs) on the ‘cost of living’ for Victorians and, in
particular, for concession card holders.

In undertaking this part of the Inquiry, the Committee has considered definitions
of ‘cost of living” and sought to identify evidence from Victorian Government
departments about the impacts on the cost of living of changes to services and
programs which have been funded through NPAs since 2008.

As a result of this examination, the Committee was unable to definitively
determine the impact on the cost of living, including the impact on concession
card holders, of changes in service delivery caused by changes in NPAs. All
Victorian Government departments responding to the Committee’s inquiries
were asked to provide specific details relating to any impacts on, or changes

in, the cost of living for Victorians and in particular those Victorians holding
concession cards. Many of the specific impacts and risks associated with changes
to funding levels under NPAs have been presented and discussed in Chapters 5
and 6 of this report.

The Committee notes that the impacts of changes in service delivery as a result of
funding changes to NPAs affect various groups in the community differently, and
these depend upon a variety of factors. This makes the measurement of specific
changes on the cost of living very difficult to isolate and assess without extensive
monitoring and recording of data within specific groups and changes in that data
over a length of time. The Committee found that reliable, quality data of this type
is not being maintained to this level of detail.

The Chapter provides:

« some general comments in relation to the definition of ‘cost of living’ and
measuring changes in the cost of living; and

« details on the impact of changes to National Partnership Agreements on the
cost of living for particular groups of Victorians and concession card holders.
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7.2 Measuring changes in the ‘cost of living’

The Reserve Bank of Australia (RBA) broadly defines the ‘cost of living’ as the
expense incurred by households to buy the goods and services that are necessary
to maintain a certain standard of living.4°°

The Committee noted the Live in Victoria website, maintained by the Victorian
Government, which provides a list of “Goods and Services” expenses relevant to
estimating the cost of living in Victoria. This list is presented in Table 7.1 below.

Table 7.1 Cost of Living - Example Listing of Goods and Services expenses
Category Goods and Services expenses
Household * Rent or mortgage costs

* Food and grocery expenses

* Expenses involved in home ownership such as home and contents insurance,
council rates and water rates

» Utility costs such as electricity, gas and water
» Telecommunications costs including telephone, mobile phone and internet access costs

* Furniture and appliance costs

Transport * The cost of buying, registering, servicing and running a vehicle

» Carinsurance expenses

* Public transport expenses such as trains, buses and trams

Personal * Clothing and footwear accessory expenses
* Personal care and cosmetics expenses

* Medical and health insurance costs

Family * Childcare costs

» Education costs including school fees, books, uniforms, camps and excursions

Other * Debt expenses including repayments on personal loans, car loans,
credit cards

+ Savings including superannuation contributions and regular investments

» Pet food, maintenance and veterinary costs

» Take-away food and restaurants

+ Sports and hobbies expenses

* Entertainment expenses including films, theatre, newspapers, magazines, books and music
* Holiday costs

* Gift expenses

* Donations to charity

Source: Victorian Government, Cost of Living, <www.liveinvictoria.vic.gov.au/living-in-victoria/cost-of-living#.VtZgYkAbgXG>
viewed 2 March 2016.

400 David Jacobs, Dilhan Perera, Thomas Williams, Inflation and the Cost of Living, Reserve Bank of Australia,
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The list is extensive and the Committee notes that an individual’s standard of
living varies from person to person depending upon their level of income and

life circumstances. The Committee also notes that the cost and availability of
some of the items listed are relevant to government services and are dependent
on the level of government funding available to provide those services (e.g. rental
housing expenses; public transport; medical and health costs; childcare; and
education costs).

Goods and services expenses tend to rise over time and this ultimately places
increased pressure on the cost of living.*°' In order to determine how changes to
NP funding has impacted the cost of living in Victoria, the Committee examined
whether NP funding has impacted the Consumer Price Index and the Living Cost
Indexes which are two commonly used measurement indicators for changes to
household expenses incurred to buy goods and services to maintain a standard
of living.

7.2.1 The Consumer Price Index (CPI)

Definition

The Consumer Price Index (CPI) is a well-known indicator compiled by the
Australian Bureau of Statistics (ABS) that ‘measures the change in the prices paid
by households for goods and services to consume’.*°?

The ABS also notes that there is currently no single, universally accepted
definition of the CPI*% but acknowledges the following description taken from
the Resolution concerning CPIs at the Seventeenth International Conference of
Labour Statisticians:4%4

The CPI is a current social and economic indicator that is constructed to measure
changes over time in the general level of prices of consumer goods and services
that households acquire, use or pay for consumption. The index aims to measure
the change in consumer prices over time. This may be done by measuring the cost
of purchasing a fixed basket of consumer goods and services of constant quality
and similar characteristics, with the products in the basket being selected to be
representative of households’ expenditure during a year or other specified period.

The ABS outlined the two most common uses for the CPI: firstly, as a
macroeconomic indicator for governments and economists to monitor and
evaluate levels of inflation in the Australian economy; and secondly, as a means

401 ibid.
402 Brian Pink, Consumer Price Index: Concepts, Sources and Methods (2011), Australian Bureau of Statistics, p.3
403 ibid.

404 International Labour Organization, International Monetary Fund, Organisation for Economic Co-operation
and Development, Statistical Office of the European Communities, United Nations, The International Bank for
Reconstruction and Development, The World Bank, Consumer Price Index Manual: Theory and Practice (2004)
International Labour Organization, p.483
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of adjusting dollar values for fixed payments (such as social welfare benefits,
government excise duties and business contracts)*% to counter the effects
of inflation.4°®

Limitations of the CPI

While examining increases in the cost of living for Australian households, the
RBA explained that the CPI was often used to assess cost of living changes but
cautioned that ‘inflation as measured by changes in the [CPI] overstates “true”
increases in the cost of living due to a number of inherent conceptual differences
and measurement issues’. 4’

The Committee also notes commentary from the University of Canberra’s
National Centre for Social and Economic Modelling (NATSEM) that the CPI is
‘not a measure specifically designed to measure the cost of living’.4°® NATSEM
expressed four major concerns on the use of the CPI for measuring changes in
the cost of living. These are:4%°

(1) The CPI focuses on price inflation of a fixed set basket of goods and services
and does not consider changes in consumer/household behaviour;

(2) The CPI naturally overstates price inflation compared to the true cost of
living index;

(3) The CPI does not include house prices or mortgage repayments which, from
a cost of living perspective, is an important element of a family budget and
should be included in any cost of living analysis; and

(4) The CPI works on the basis of a set basket of goods and services which may
not reflect the true expenditure patterns of lower income households*° who
typically spend a larger share of income on household necessities such as
electricity, rent or petrol. These prices have risen sharply in recent years
and, for low income households, will take on greater importance in the ABS’
“basket of goods and services.

405 The Parliament of the Commonwealth of Australia, Consumer Price Index, <www.aph.gov.au/About_Parliament/
Parliamentary_Departments/Parliamentary_Library/pubs/MSB/feature/CPI> viewed 4 April 2016

406 Brian Pink, A Guide to the Consumer Price Index: 16th Series (2011), Australian Bureau of Statistics, p.4

407 David Jacobs, Dilhan Perera, Thomas Williams, Inflation and the Cost of Living, Reserve Bank of Australia,
Bulletin March Quarter 2014 (2014), p.33

408 National Centre for Social and Economic Modelling/AMP, Prices these days! The Cost of Living in Australia (2012),
AMP.NATSEM Income and Wealth Report, Issue 31, May 2012, p.4

409 ibid.
410  South Australian Council of Social Service, Cost of Living Update No. 9 February 2012 (2012), p.i
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Living Cost Indexes

The ABS recognises that a CPI or any other index on its own would not adequately
fulfil all measurement purposes.*” The ABS further acknowledges that the CPI
was ‘designed to measure price inflation for the household sector as a whole and
[was] not the conceptually ideal measure for assessing the changes in the purchasing
power of the disposable incomes of households’.*?

As a result of this the ABS has introduced another indicator, the Selected Living
Cost Indexes (SLCIs). The SLCI is comprised of the Pensioner and Beneficiary
Living Cost Index (PBLCI) and the Analytical Living Cost Indexes (ALCIs)*3, and
aims to:

- reflect changes over time in the purchasing power of the after-tax incomes
of households; and

« measure the impact of changes in prices on the out-of-pocket expenses
incurred by households to gain access to a fixed set basket of goods
and services.

The PBCLI was introduced in June 2009 to measure the effect of price changes on
the out-of-pocket living expenses experienced by ‘Age pensioner households’ and
‘Other government transfer recipient households’.4"

The ALCIs have been published since June 2000 due to widespread interest in
the extent to which the impact of price change varies across different household
groups in the Australian population.*> ACLIs are prepared for four types of
Australian households:*®

(1) Employee households (i.e. households in which wages and salaries are listed
as the principal source of income).

(2) Age pensioner households (i.e. households in which age pension or veterans
affairs pension is the principal source of income).

(3) Other government transfer recipient households (i.e. households in which a
government pension or benefit other than the age pension or veterans affairs
pension is the principal source of income).

(4) Self-funded retiree households (i.e. households in which superannuation or
property income is the principal source of income and where the Household
Expenditure Survey defined reference person is ‘retired’ (not in the labour
force and over 55 years of age)).

4n Brian Pink, A Guide to the Consumer Price Index: 16th Series (2011) Australian Bureau of Statistics, p.4

412 Australian Bureau of Statistics, 6467.0 - Selected Living Cost Indexes, Australia, Dec 2015, <www.abs.gov.au/
AUSSTATS/abs@.nsf/Lookup/6467.0Explanatory%20NotesiDec%202015?0penDocument> viewed 1 March 2016

413 ibid.

414 ibid.
415  ibid.
416  ibid.
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7.2.3

Table 7.2
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Indexation arrangements

Indexation is generally defined as a procedure whereby the monetary values,
such as payments or stocks, are periodically adjusted by increases or decreases
in proportion to the changes in the value of a price index.4”

The Committee notes that indexation is most commonly applied to monetary
flows such as wages, rents, interest or taxes and may also apply to the capital
values of certain monetary assets and liabilities.*”® Indexation may be used
during high inflation conditions and is often aimed at maintaining the
purchasing power of household incomes for certain kinds of goods and services,
or in order to preserve the standard of living or welfare of the recipients of the
household incomes.*?

The ABS also indicates that price indexation is often used as an indexation clause
in business and government contracts to adjust payments and/or charges to take
account of price changes.*?°

The ABS provided a list of general matters for consideration when developing
indexation clauses using a price index, as shown in Table 7.2.

Developing Indexation Clauses - General Matters for Consideration

General Matters Description
Establish the base payment, » Specify the item subject to indexation as precisely as possible such as
selling or purchase price rent, wage rate, commodity, etc.

subject to indexation * Provide the effective date (such as quarter or year) of this base price,

because it is the period from which the base payment, selling or
purchase price will be indexed.

* Indicate the relationship between the effective date of the base
payment, selling or purchase price subject to indexation, and the price
index being used.

Select an appropriate index * The index or indexes selected will affect the price change recorded
or indexes and should be chosen carefully to best represent the item subject to
indexation and the intention of the parties.

Clearly identify the selected * The Indexation Clause of a contract should identify the selected index
index and cite an appropriate such as CPI, ACLIs and/or PBLCI.

source

State the frequency of price * The Indexation Clause should specify the frequency at which price
adjustment adjustments are to be made, such as quarterly, half yearly, annually etc.

* |t may be useful to set out the method to be used in calculating the
indexation factor, particularly if the indexation is half-yearly or annually.

417  Brian Pink, Consumer Price Index: Concepts, Sources and Methods (2011), Australian Bureau of Statistics, p.165;
International Labour Organization, International Monetary Fund, Organisation for Economic Co-operation
and Development, Statistical Office of the European Communities, United Nations, The International Bank for
Reconstruction and Development, The World Bank, Consumer Price Index Manual: Theory and Practice (2004),
International Labour Organization, p.33

418  ibid.
419  ibid.
420 Brian Pink, Consumer Price Index: Concepts, Sources and Methods (2011), Australian Bureau of Statistics, p.159
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General Matters Description
Provide for renamed, varied * Occasionally price indexes can be reviewed or restructured, which may
or discontinued price indexes result in some component index series being renamed, discontinued or

the timing of the publication of the index changed.

* Sometimes an index is permanently discontinued. Indexation Clauses
should contain a default mechanism for determining an equivalent
appropriate index or price adjustment mechanism, should this occur.

Provide for potential revisions * Quarterly and annual movements recorded by the ABS price indexes are

to the price index data not often revised (apart from the seasonally adjusted wage price index
and trend wage price index, which can be revised as extra terms are
added to the end of the series).

* Generally, situations in which revisions do occur include correcting an
error that has arisen in the data first published.

* It could be useful for parties to set out agreed procedures to deal with
the possibility of revisions occurring.

Avoid locking indexes used for Occasionally the reference base period of a price index (i.e. the period
Indexation Clauses into any in which the index is set equal to 100.0) can be changed, resulting in a
particular reference base period change in the index level from that which was previously available.

* Relative movements of any series over time, however, are not generally
affected by a reference base change (except for rounding differences).

Indexation Clauses should be drafted so that the parties to them are
not adversely affected by a change to the reference base period of a
price index.

Define the formula for the price ¢ Often the change in payments or price is directly proportional to the

adjustment calculation percentage change in the selected index between two specified time
periods.

Allow for negative price * Any potential variations from the recorded price movements should be

movements explicitly set out.

Notes: ABS disclaimer: Considerable care should be taken when considering and using Indexation Clauses. Appropriate
professional advice should be obtained when considering the use of an Indexation Clause or any ABS published
price indexes.

This is not an exhaustive list of general matters to consider when considering an ABS published price index in an
Indexation Clause. These matters are provided subject to the disclaimer outlined above.

Source: Brian Pink, Consumer Price Index: Concepts, Sources and Methods (2011) Australian Bureau of Statistics, p.162

7.2.4 Price indexation and Commonwealth National Partnership
funding

The Committee received advice from the Victorian Government that NPAs do not
adequately account for price indexation over funding periods or on renegotiation
of an NPA. This results in, a decline in funding support for service delivery in real
terms (refer to Chapter 5, Section 5.3 of this report).

The Committee also notes that there was no consistent or transparent
methodology applied to the indexation of NP funding. The Secretary of the
Department of Premier and Cabinet, Mr Chris Eccles, stated at the Inquiry
hearings that this was one of the single most vexing issues for Victoria which
often occurred when NPAs were being renewed or renegotiated, as funding did
not take account of either demographic changes or increased costs.*?

421  Mr Chris Eccles, Secretary, Department of Premier and Cabinet, Inquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements, Transcript of evidence, 19 November 2015, p.11
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In response to questions from the Committee about pursuing more consistent
methodology from the Commonwealth Treasury in relation to the indexation of
funding, the Department of Treasury and Finance advised that in negotiation:*?

...the starting point is to try to actually ensure that the adjustment in funding is
aligned with the growth of that particular expenditure area. We are always in those
discussions pursuing indexation and growth changes consistent with what is
happening in terms of the underlying parameters for a particular area, so looking
at the population that that service will be provided to, or looking at whether CPI or
another measure is appropriate.

The Secretary of the Department of Treasury and Finance, Mr David Martine
advised that it was not unusual for the Commonwealth Government to start
the process with a fixed amount which had likely come out of its internal
budget processes. He also noted that it is difficult to nominate CPI as the best
model across the board for indexation as in some areas service delivery costs
are increasing more than the CPI, as well as increasing levels of demand.*?
The Secretary stated:*?*

A fixed dollar amount, particularly for those that are delivering ongoing services,

is just completely inadequate because I cannot think of any area of government
service delivery where costs do not increase. Then you are into the debate of ‘Is CPI
enough?’, and then you have the discussion around population growth and how does
that impact on that particular area. So generally you will find in most areas that CPI
on its own is not sufficient to cover the overall cost impact for the very reasons that
CPIis very low at the moment. Costs in a lot of these areas are increasing more than
CPI and then you have the population factor as well. So when you add all of that up it
is not unusual to find costs in some of these areas growing by 3 per cent or 4 per cent.

In addition to indexation being related to the particular area of service delivery,
the Secretary also advised that the nature and purpose of the individual NPA
would be important in assessing the relevance of the model of indexation applied.
For example, indexation may not be relevant to setting reward payments but are
obviously more relevant to funding over a three year period.*?>

The Committee notes evidence provided that the application of a “one size fits
all” model for indexation of NP funding, such as CPI, may not be relevant. It may
be more appropriate to assess indexation on a case by case basis and in a way
which best reflects factors relating to the service or program being delivered such
as the population demographics of the client base, data related to demand for
services and increases in the costs associated with service provision.

422 Ms Trudy Hart, Director, Revenue Group, Department of Treasury and Finance, /nquiry into the Impact on
Victorian Government Service Delivery of Changes to National Partnership Agreements, Transcript of evidence,
17 November 2015, p.10

423  Mr David Martine, Secretary, Department of Treasury and Finance, Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements, Transcript of evidence,
17 November 2015, pp.10-11

424  ibid, p.n
425 ibid.
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FINDING 88: There is no consistent methodology in place for the indexation of
Commonwealth National Partnership funding. Using the Consumer Price Index as a
common method of indexing funding may not always be the most relevant index as in
many cases the costs associated with service provision are higher than the increase in
the Consumer Price Index. In addition, the Consumer Price Index does not take into
account specific changes in the demographics of the client base and changes in demand
for services.

RECOMMENDATION 22: The Victorian Government should negotiate with the
Commonwealth Government to ensure that indexation reflects appropriate factors
relevant to the nature of the services being funded through National Partnership
Agreements. This would assist in ensuring that Commonwealth financial support for
State delivered government services and programs is more sustainable.

7.3 Changes to National Partnership Agreements and the
cost of living for Victorians

Information gathered through this Inquiry indicates that changes made to NPAs
can result in changes to government policies and/or programs which then impact
particular groups within the Victorian community. The Committee requested
information from Victorian Government departments as well as non-government
organisations in an effort to assess the impact of these changes on the cost of
living for Victorians, and in particular concession card holders.

With regard to concession card holders, the Committee notes that concession
programs are designed so that eligible cardholders are assured access to
essential services.*?¢ Concession card holders are entitled to:4?’

« access cheaper health care services and medicines;

- discounted rates for transportation, vehicle registrations, local government
council rates, water, gas and electricity bills.

The Committee notes that there are a whole range of concession cards currently
available to specific groups within the Victorian community (e.g. senior citizens,
pensioners, war veterans/widows, low income households, and/or carers) as
shown in Table 7.3. As a result, it is difficult to measure and assess the impact of
NPA changes to the cost of living for concession card holders, as outlined in the
Inquiry’s Terms of Reference, since concession card holders cover a variety of
community members.

426 Department of Health and Human Services, Concessions <www.dhs.vic.gov.au/for-individuals/financial-support/
concessions> viewed 3 March 2016

427 Commonwealth of Australia, Department of Human Services, Concession and Health Care Cards
<www.humanservices.gov.au/customer/subjects/concession-and-health-care-cards> viewed 3 March 2016;
Department of Health and Human Services, Concessions <www.dhs.vic.gov.au/for-individuals/financial-support/
concessions> viewed 3 March 2016; Commonwealth of Australia, Department of Veterans’ Affairs, Veterans’
Health Cards <www.dva.gov.au/health-and-wellbeing/veterans%E2%80%99-health-cards> viewed 3 March 2016;
Public Transport Victoria, Children and Concessions <www.ptv.vic.gov.au/tickets/concessions> viewed
4 March 2016; VicRoads, Concessions and Discounts <www.vicroads.vic.gov.au/registration/registration-fees/
concessions-and-discounts> viewed 3 March 2016
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Table 7.3 Types of Concession cards

Concession Card Purpose/Entitlements

Pensioner Concession Card Provides holders with access to Australian Government health
concessions and help with the cost of living by reducing the cost
of certain goods and services.

Health Care Card Helps the holder with the cost of prescription medicine under the
Pharmaceutical Benefits Scheme, Australian Government funded
medical services, and access to other government concessions.

Low Income Health Care Card Gives low income earners access to cheaper prescription
medicines and various concessions from government and private
organisations.

Department of Veterans Affairs Card Provides veterans, their war widows and widowers and
dependents, convenient access to health treatments and services
as well as other concessions.

Commonwealth Seniors Provides Australians who are 65 years of age or older, access to

Health Card cheaper prescription medicines, Australian government funded
medical services, and other government concessions.

Ex-Carer Allowance (Child) Entitles the holder, aged between 16 and 25 years of age and in full

Health Care Card time study, access to cheaper medicines under the Pharmaceutical
Benefits Scheme and possibly extra concessions from State and
Local Government authorities and private organisations.

Foster Child Health Care Card Holder has access to cheaper Pharmaceutical Benefit Scheme
medications for foster children in his/her care and other
concessions offered by state or territory organisations.

Note ‘Victorian Public Transport Student/Tertiary Concession Cards’ and ‘Victorian Public Transport Asylum Seeker

Concession Cards’ are not included.

Source: Commonwealth of Australia, Department of Human Services, Concession and Health Care Cards
<www.humanservices.gov.au/customer/subjects/concession-and-health-care-cards> viewed 3 March 2016;
Department of Health and Human Services, Concessions <www.dhs.vic.gov.au/for-individuals/financial-support/
concessions> viewed 3 March 2016; Commonwealth of Australia, Department of Veterans’ Affairs, Veterans’ Health
Cards <www.dva.gov.au/health-and-wellbeing/veterans%E2%80%99-health-cards> viewed 3 March 2016.

FINDING 89: The Committee found a number of difficulties in measuring the impact of
changes in National Partnership Agreements on the cost of living in Victoria due to:

. the inability to identify an appropriate index for measuring the impact of changes in
the cost of living of various groups within the Victorian community;

. a variety of categories of concession card holders in the Victorian community; and

. a lack of appropriate data and analysis to demonstrate a direct causal link between,
changes to National Partnership funding provided for government services and
programs, and changes in the cost of living.

The Committee’s review of NPAs entered into between successive Commonwealth
and Victorian Governments since 2008 highlighted a number of government
service delivery areas where expenses related to the cost of living in Victoria
could be affected, if not monitored and addressed. These NPAs are detailed

in Table 74.
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Table 7.4

NPAs which have the possible potential to impact cost of living in Victoria

NPA

Status

Possible potential risks/impacts on expenses
related to Cost of Living

Certain Concessions for
Pensioner Concession Card
and Seniors Card Holders

Terminated on 30 June 2014

* Public transport costs
» Costs for utilities

» Health costs — medicines/ pharmaceuticals

Homelessness

Short term. Due to expire on
30 June 2017

Rent / affordable housing

Universal Access to Early
Childhood Education

Short term. Due to expire on
30 June 2016

Kindergarten/ pre-school education costs

Digital Education Revolution

Expired on September 2013

Education costs

Adult Public Dental Services

Short term. Due to expire on
30 June 2016

Dental health costs

Youth Attainment and
Transitions

Expired on 30 June 2014

Training and Employment opportunities
— Household incomes/ earnings

Training Places for Single
and Teenage and Parents

Terminated on 30 June 2014

Training and Employment opportunities
— Household incomes/ earnings

Source: Department of Education and Training, Response to the Committee’s Inquiry into the Impact on Victorian Government
Service Delivery of Changes to National Partnership Agreements Questions on Notice/Specific Questionnaire, received
15 January 2016; Department of Health and Human Services, Response to the Committee’s Inquiry into the Impact

on Victorian Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/
Specific Questionnaire, received 28 January 2016; Department of Premier and Cabinet, Response to the Committee’s
Inquiry into the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements
Questionnaire, received 6 November 2015; Department of Premier and Cabinet, Submission to the Committee’s Inquiry
into the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements, received

21 August 2015;

One of the more significant NPAs between the Commonwealth and Victorian
Governments, which directly relates to the cost of living for concession card
holders, was the NPA on Certain Concessions for Pensioner Concession Card and
Seniors Card Holders. This NPA included two components:*28

(1) Certain concessions provided by States and Territories to all Pension
Concession Card holders without discrimination between cardholders in
return for indexed Commonwealth Government funding. This funding had
been provided since 1993.

(2) Designated Public Transport Concessions to all Australian Seniors Card
holders using State public transport services, regardless of the cardholder’s
state of residence. This component was introduced as a Commonwealth
Budget initiative in 2008-09 as part of its ‘Making Ends Meet’ for older
Australians, people with disabilities and carers.

As discussed in Chapter 5, this NPA was prematurely cancelled in the 2014-15
Commonwealth Budget. As noted, the Victorian Government has taken the
decision to maintain the full value of the concessions program in spite of this
NPA being terminated. As a result of this decision, the Committee was advised
that there has been no impact on concession card holders.

428 Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian

Government Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, p.25
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Whilst the Victorian Government has taken on policy and funding responsibility
for the Victorian concessions program, eligibility for certain concessions continue
to be based on eligibility for Commonwealth (Australian) concession cards.

The Committee was advised that the Department of Health and Human Services
will monitor changes in Commonwealth Government income support eligibility
and assess any impacts on Victoria’s concessions program. The Victorian
Government advised:4?°

Where necessary, the department will advocate to the Commonwealth [Government]
to ensure that any Victorians impacted by changes to income support are still able to
maintain an adequate standard of living. The Victorian Government will continue to
ensure that the concessions program helps ease the financial burden for Victorians
by making essential goods and services more affordable.

The Committee noted information provided by the Victorian Council of Social
Service (VCOSS) which indicated that concession card holders might be indirectly
affected by changes made to other NPAs*3° and cited the deferral of the NPA

on Public Dental Services, which has resulted in increased waiting lists for

these services, as ultimately affecting concession card holders and potentially
impacting their cost of living as follows:*3!

As public dental services generally require a concession card for eligibility, this
group is likely to have experienced longer waits and the associated discomfort with
untreated dental problems. Alternatively, it may have increased their cost of living
if they sought alternative private treatment.

VCOSS also highlighted that NP funding changes in other areas of government
service provision, such as health and legal assistance, could have indirect
consequences for concession card holders:*3?

Similarly, reduction infunding to other healthand legal services may have
financial consequences for concession card holders, ifthey result ina greater
burden of disease which increases healthcare cost or impedes earning income, or
iflegal issueswith financial consequences remain unresolved or people must pay
for private legal advice.

In examining the impact of changes to NPAs throughout this Inquiry, the
Committee requested details from Victorian Government departments in an
effort to quantify, or identify, any impacts which these changes had made to the
cost of living for Victorians. Both the Department of Health and Human Services
and the Department of Education and Training, which have been responsible for

429 Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, p.22

430 Victorian Council of Social Service, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/Specific
Questionnaire, received 20 January 2016, p.3

431  ibid.
432 ibid.
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a significant number of NPAs, advised that they had not undertaken any specific
analysis of impacts on the cost of living, of services and programs provided
through NPAs.433

VCOSS also informed the Committee that it was ‘not aware of specific work being
done measuring the impact of program changes as a result of NP funding cuts on the
cost of living for Victorians’.43*

The Committee concluded that there is a lack of data available to indicate a direct
causal link between a change in NP funding for service delivery and a change in
the cost of living through any form of appropriate price index such as the CPI,
PBLCI or ALCIs. However, the Committee extracted specific examples of changes
made to NPAs which might have the possible potential to impact the cost of living
for Victorians. These examples are presented in Table 7.5.

FINDING 90: The Committee was unable to obtain sufficient relevant evidence to
definitively determine and quantify the impact of changes to National Partnership
Agreements on the cost of living for Victorians and in particular, Concession Card holders.
However, the Victorian Government determined to cover the loss in Commonwealth
Government funding to support the Concessions program in Victoria.

433  Department of Premier and Cabinet, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questionnaire, received
6 November 2015, pp.16, 42

434  Victorian Council of Social Service, Response to the Committee’s Inquiry into the Impact on Victorian
Government Service Delivery of Changes to National Partnership Agreements Questions on Notice/Specific
Questionnaire, received 20 January 2016, p.3
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Table 7.5 Examples of possible potential impacts of National Partnership funding changes on

the cost of living for Victorians

180

NPA

Possible potential impact on the cost
of living for Victorians

Possible potential impact on the cost
of living for Concession Card Holders

Universal Access to Early

Loss of Commonwealth funding may

Early childhood education service

Childhood Education result in higher costs to parents/carers  providers maintaining 15 hour
to access 15 hours of early childhood programs at a greater cost would
education programs per week. likely have a greater impact on low
Parents/carers unwilling or unable socio-economic a_nd yulnerable
to pay for the additional 5 hours per families. A r‘eductlon in the number
week would lead to a fall in Victoria’s of funded k|ndprgarten hours could
kindergarten/early childhood create a two-tlered system where
education participation rates. Some services:

« continue to deliver 15 hours per
week with an increase in parent
fees, potentially making it only
available to those who can afford
it; and

« offer only 10 hours per week in
lower socio-economic areas where
parents/guardians have limited
financial capacity to pay for the
“additional” five hours, despite
children in those areas being
potentially in greater need of the
extended pre-school education
program.

Indigenous Early Financial pressure has been placed An increase in fees for childcare and
Childhood Development on services and families kindergarten centres will negatively

as fees increase to support longer
childcare and kindergarten programs.

impact concession card holders.

TAFE Fee Waivers for Child
Care Qualifications

Students undertaking child care
qualifications are required to pay fees
at either the government subsidised or
fee-for-service rate advertised by their
chosen provider.

Concession card holders undertaking
child care qualifications are required
to pay fees at either the government
subsidised or fee-for-service rate
advertised by their chosen provider.

Digital Education
Revolution

The expiry of this NPA means that
IT devices co-contribution and/

or “Bring-Your-Own-Device” costs
are increased for students and
their families in an effort to sustain
computer to student target ratios.

Not applicable.
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NPA

Possible potential impact on the cost
of living for Victorians

Possible potential impact on the cost
of living for Concession Card Holders

Legal Assistance Services

An estimated 30 per cent reduction

Reduced “real” funding for Legal

Depression Initiative

mental illness in the perinatal period
are likely to have greater difficulty
accessing an affordable service.

(NPALAS) in the Commonwealth Government’s Assistance services over the life of the
financial contribution for Community new NPA on Legal Assistance Services
Legal Centres from 2017-18 and (NPLAS) may further exacerbate
beyond will potentially lead to: service gaps and impact low-income
* adecline in legal assistance services Victorian households.
in Victoria; While there are performance
+ forced amalgamations or closure benchmarks under the NPALAS which
of some of the smaller community prow_de f(_)r access t(.) Iegal a”ss_lstan_ce
legal services: fqr Vlctorlans”ex_perlenung flnanqal
disadvantage” (i.e. a person who is
+ more unrepresented applicants/ unable to pay for legal representation
respondents and defendants at without serious difficulty, such as risks
court; to their personal safety) a Concession
« lengthier trials and greater costs Card Holder may not necessarily be
and delays in the court system. eligible for legal assistance services
provided through this NPA.
Further increases in demand and less
financial support for legal assistance
services means that less people in
the Victorian community can access
affordable assistance. This in turn has
potential social costs such as: impacts
on law and order costs; mental health
services; family violence.
Project Agreement for The expiry of this NPA means that It is not anticipated that Concession
the National Perinatal women, and their families, affected by ~ Card Holders will be specifically

disadvantaged. However, a
fee-for-service arrangement will
result in low income groups, such
as concession card holders, paying
a greater proportion of disposable
income than other groups.

Source: Department of Premier and Cabinet, Submission to the Committee’s Inquiry into the Impact on Victorian Government

Service Delivery of Changes to National Partnership Agreements, received 21 August 2015, pp.7, 9, 14, 19, 35

FINDING 91: The Committee identified a number of National Partnership Agreements
which might have the potential, if not adequately addressed, to impact some of the
householder expenses influencing the ‘cost of living’ in Victoria (such as expenses
associated with public transport, rents, education and health) and also factors which
enable individuals to increase their household income through increased opportunities to
participate in the workforce.

181

Inquiry into the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements






‘Joddns pue |ejided

ul wo'¢9$ Aj@rewixoidde
snid W9'85L$ sem §l-710Z
0} 60-800¢ W04} BLIOYIA

‘poddns pue

leyded Joj wo'g9$
A|@1ewixoidde uonippe
ul pue w/ 991§ si eLIOoIA

‘A}UNWIWOD 8y} pue 40308s
}1J04d-104-30U 8y} ‘Ssauisng yym sdiysiauyied
pue 110448 pauleisns ybnoiys sssussajawoy

£1-910¢ 03 91-S10C
Sl-v10¢
yl-£l0C -

£10Z dunr |1} Juain) Aq paniedai Buipuny [ejol 0} 9|qe|ieAe Bulpuny [e30L 2onpaJ 03 s VdN SIY3 JO 9A1303[q0 8y | ¢1-210Z 01 60-800Z * SSOUSSS/oUWIOH
'sebexded  'gl0gZ 03 9L0T 404 suondIpsLNf|je
9Jed AJUNWWOD J0 8Jed pabe [eljuspIsal  YIIM JORIJUOD MaU e Buljeljobau
papunj-yjeamuowwlo) 1o Aj|iqibi|e SI yjleamuowwo) ayL
auIwJa1ap 01 8|doad Jap|0 SSBSSe SOV 9yl 910 BUNF OS U0 S3IdX®
"BLIOPIA Ul (SLYDV) pue 600¢ AN paduaWWod
(@W6E'8TL$ Sem Sl-¥10Z SWed] JUBLUISSASSY 948D Paby 8l SPUNy UdIYym  BLIOIDIA PUB Y1|eaMUOWWOD) 9y} welboid
01 60-800C W04} RLIOIDIA "‘WO'G/|$ SeM BLIOIDIA  ‘WeIB0.Id JUBWSSaSSY aleD) paby ay) abeuew U99M19( 10RJ3U0D JUaIIND By | JUBWISSASSY
‘910z |aunf []13 Juadn) AQ paAI@dal Buipuny [e10] 03 PaIIIWIWOD Bulpuny |e10L 03 Ud9q Sey VdN SIy1 Jo asodund uiew ay | 861 92UIS SWIOJ SNOLIA U| a/e) paby
*(S92IAJBS AYljIgesIp
pue aJed pabe ueLIOPIA
9y3 JoJ sanjigisuodsal
BUIUOI}ISURIY JOJ BIIOIDIA
pue yijeamuowwo) syl
U99M19Q JUsWdaIBY
[eJ93e|ig 8y) Bulpn|pul
SL-¥10Z 01 60-800¢ 'S194ed JIay) pue ‘sanljigesip
Bulpuny y3e3MUOWILIO) JO yyum ajdoad JebunoA ‘ejdoad pabe |ed)
@WL'ZIE TS Sem SI-710Z 18440 40 s13133] U0 paseg) 10} S9DIAJIDS BJeD AJUNWWOD pue dwoy '910Z dunr 0g 03 60-8002 weiboid
03} 60-800Z W04} BLIOIDIA ‘WGOLSZ$ Sem eLIOIA - paleibalul JO abuel sAISUBYaIdWwod e abeuew wloJj SI Juswaaibe Juaaind ay | a/e) Ajunwwo)
910z dunr (|13 3uaain) AQ paAI@dal Bulpuny [e30] 0} PaIHWWOD Bulpuny |e30L 03} Ud9( Sey YdN SIy3 jo asodund ujew ay | 'G861 DIUIS SWIO) SNOLIBA U| pue swoH
a)ep 0} paAlddal BLIOPIA 0} pa3jiwiwiod
VdN JO snjejs juaiin) Buipuny yjjeamuowwio)d Buipuny yjjeamuowio)d swly/asodind pouad juswaaiby VdN

S9JIAJI9S AJlUNWIWOD pue yjjeay — AIDAIIOP 9DIAISS

je pa1dalIp sjuswaalby diysiaulied [euoneN

| XIpuaddy

183

Inquiry into the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements



'SYJ0M |e3ided Joy Buipuny ybnoayy buipnioul
‘VHHN ®Y3 JO SJUBWD|S S9DIAIDS BJed
93Nde-gns ay} pue juswiiedap Adushiaw
‘A1964NS 9AI1309|9 03 SS820k Judljed dijgnd
puissedwoous ‘sjeydsoy o1gnd ui Ayoeded
pue Aouso1yyd anoidwi 03 pawie dN SIuL

‘(VYHN) uswaaiby
W0JaY Y3|edH [euoiieN ay3 yiim Jayiahoy
LLOZ Ul eLOYIA AQ paubis sem YdN ayL

(@ SIusWAed

pJemal BIA PaAIRdaI WI'GS

uonippe ul pue wi'gz/$

'SPJeMUO 9[-GlOZ WO pajejoy syuswAed |eyded
pasead Bulpuny pJemal YiIm  pue uoljell|idey BIA BLIOIDIA
GlOZ dunf Qg uo paj|@oued AQ paA1gdaJ Buipun4

‘Buipuny piemal |enusjod
urwig'66$ PapN|dUL YdIYM
WE'ZZ8$ Sem BLIOIIIA 0}
3|qe|ieAe buipuny [e3o]

S92I1JBS [R}IASOH

£1-910¢ 031 01-600¢ 2ljqnd buiroidwij

Public Accounts and Estimates Committee

'Sjuaiied 03 S82IAIDS Bjes pue Ayijenb
yb1y SIaAIIBp 1yl wialsAs eydsoy d1ignd
9AI13094J8 pue juaidlyye ue buipoddns Agaiay)
Sjuswiedsp
Aousbiswa Jo BuluoldUNS Y} »
pue sadIAI3S
93nde-gns Jo Ajljenb pue awn|oA a3y} .
‘Ajlddns pue Ajijigeded 9210)140M yijeay
S92IAIBS |eydsoy o1ignd Jo Adusidije oy} .
:JO JuswaAo dw ybnoayy
sjeyidsoy o1gnd uj Ay1oeded pue Aduaidiye
anoJdull 03 Sem YdN Siy3 Jo asodind sy

@W8'LYS$ Sem elioIdIA
AQ paAi@dal buipuny |eo)

"WG'IH7$$ Sem BLIOIDIA
0] 8|ge|ieA. Buipuny |10

WLI0J3Y 92404410/

paJidx3/pasde £1-CL0Z 03 60-800C  Y3/edH pue [e}IdsoH

("g661 @d2Uls d2e|d U SIOPJOH
sjuaWahueIIRIO UOIIeNUIIUOD) pJeD siojuss pue
pIeD UoISSadu0)

910z 03 §10Z JouoIsUay 0]

Cl-110¢ 03 60-800¢  SUOISS9OUOY Ule1Id)

'slap|oy pJed sioluss
91€1S-J0-1N0,, pUB SIBP|OY PJRD UOISSIIUO0D)

"WI/'6/S$ SeM BLIOIDIA  JBUOISUD 0§ SBDIAIDS D14103ds JO AJljiqeplojse

0] 9|gejieA. Buipuny (B0l 8yl dA0JdWI 03 SeM YdN SIU1 JO 9A13D3[00 ay |

v10Z AInr L
U0 Pasead syuswAied

‘Sl-710¢ Ul p3j|pdue)

@WPZ8gS sem 71-¢10T
01 60-800¢ WOJ BLIOIIA
Ag paAladal Bulpuny [ejo]

Appendix 1 National Partnership Agreements directed at service delivery — health and community services

VdN }0 snjejls juaiin)

?jep 0} paAladal
Buipuny yjjeamuowiio)

©1I0}DIA 0} PAJHWWOD
Buipuny yjjeamuowiiod)

swly/asodind

pouad jJuswaliby

VdN

184



Appendix 1 National Partnership Agreements directed at service delivery — health and community services

(@W1'G8% Sem eLIOIDIA

paJidx3/pasde AQ paAIgdal Buipuny 1ol

"W'G8$ Sem BLIOIIA
0] 9|qe|ieAR Buipuny (2101

'SeaJe |ednJ WOy 9SOy} pue swia|goad yijeay
|eJo Jofew ‘wody 4o ‘Jo ysu ybiy je syuaied
‘sjuaijed snousbipu| UO sSNJ04 Jejndiyied e
UM s3s1| Buiyiem |ejuap a1jgnd uo ainssaid
9)eIA3||e 03 SI VdN SIY3 JO BA13I3[C0 By L

sjuaijed [epusg
Gl-710Z 03 S1-2l0Z  2//QNd 840l buljes.]

@WEL'62$
S| eLOYIA Aq d3ep 0}

910z dunf |11} Jus.IND paAIgdal Bulpuny [e3oL

‘Wye/e$ SI eLIOIDIA
0} 9|ge|ieAe Buipuny |30l

'SSaU||l [eIUDW B Y}IM BS0Y}
10} S9WO023N0 dA0 AW pue sjuswiedsp
Aduabiawd Uo puewap adnpal 0} ||I Ajjejusw
aJe oym a|doad Joj uoddns Jo s|ppowl

noj 10]id 03 SI VdN SIY3 Jo 8A1308(q0 8y |

wiojoy
YI/eoH [ejusiy
91-G10Z 03 ZI-1l0Z  jeuonen buntoddns

@WICor$
S BLIOYIA Aq 23ep 0}
ua.N) paAladal Buipuny [e101

‘W9'goy$ sem
Sl-¥710¢ 03 O1-600¢ Wol}
papinoid Buipuny €10

‘weiboid
uoljesiunww| [euolieN ayj Japun sweiboud
uolesiunwiwi Jo AJSAIIBP 9A13109)49-1S02 a3
yBnoJyl SUBLIOIDIA JO BUIBg|[oM pue yijeay
9y} anoaduwil 03 SI VdN SIU3 JO dAI138[q0 By |

BUIOBUO - 0]-600C S2UI08) [e1juassT

‘LI-0LOC Ul BLIO1JIA

AQ paAIadal sem pue
01-6007 |13un 92UsWWod
J0U pIp Bulpun4 "60-800¢
Ul paubIs sem YdN eyl

(@WL'£9$ Sem eLI0IDIA

#10Z aunf 0§ Uo pajj@oue) AQ paAI@daJ Buipuny |e30]

'SjuswAed piemal

Ul wiy'Zg$ pue uoljeyr|ioey
10J WIZ'6LLS Sem BLIOIDIA
0} 9|qe|leAe Buipuny |e30L

‘uoljejusws|dul

pajeulplood pue ubisap Adijod

paseq-aduapIAe 104 dinjonJiselyul buljqeus

3y} yum Adijod Jo uoiinjoas yusnbasqns
9y} pue swelboid asayy buiyioddns .

pue ‘sa|A1sayl| Ayyesy
puipjoddns sweiboid Jo In0-||0J |euolieu
3] pue S110448 BuilayJew |e1os ybnoayy
suel|ed3sny 4O SaAl| A|lep 8y ul SINOIARYSQ
Ayijeay Joj suoizepunoy ayy buike| «
:Aq ‘saseasip
21U0IYd paje|al 3|A1sayl| JO dduB|eAald BulSL
3U3 Ssalppe 03 sem YdN SIy} jo asodund ay |

£1OZ dunf 0} Z10¢g dunr
JusWwaaibe palleA

G1-S10¢ 031 01-600¢

:Juswaalbe [eulbLIQ Y3/e3H 9AIJUBABIH

?jep 0} paAladal

VdN J0 shjels jualin) Buipuny yjjeamuowiio)

©1I0}DIA 0} PAJHWWOD
Buipuny yjjeamuowiiod)

swly/asodind

pouad juswaaiby VdN

185

Inquiry into the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements



Appendix 1 National Partnership Agreements directed at service delivery — health and community services
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Appendix 2 National Partnership Agreements directed at service delivery — education and training
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Appendix 3

National Partnership
Agreements directed at service
delivery — legal assistance

NPA NPA Agreement Purpose/Aim Commonwealth Commonwealth Current status
Period funding funding of NPA
committed to received to
Victoria date
Legal 2010-11to 2013-14  This NPA aims to Total funding Total funding New NPA
Assistance 5014 1o facilitate reform in available to received by renegotiated
Services the legal assistance Victoria for 2010-11  Victoria to date  for 2015-2020
2015-16 to 2019-20  sector and provide to 2014-15 was is $22119m
access to justice $221.42m

for disadvantaged

Australians through
the delivery of legal
assistance services.

Source: Council on Federal Financial Relations, National Partnership Agreement on Legal Assistance Services (2010-11 to
2013-14), pp.1, 10; Committee calculations based on Department of Premier and Cabinet, Submission to the
Committee’s Inquiry into the Impact on Victorian Government Service Delivery of Changes to National Partnership
Agreements, received 21 August 2015, p.31
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Appendix 4

Information gathering
visit to Canberra —
Committee itinerary

Organisation

Location of meeting

Thursday 27 August 2015

Parliamentary Budget Office

Parliament House, Canberra, ACT 2600

Joint Committee of Public Accounts & Audit (JCPAA)

Parliament House, Canberra, ACT 2600

Australian Institute of Health and Welfare (AIHW)

1 Thynne Street, Fern Hill Park, Bruce ACT 2600

Friday 28 August 2015

Australian National Audit Office (ANAO)

19 National Circuit, Barton ACT 2600

Joint Committee of Public Accounts & Audit (JCPAA)

Parliament House, Canberra, ACT 2600

Retired/Former Auditor-General of Australia

Hotel Realm, 18 National Circuit, Barton ACT 2600

Professor, Australian National University

Hotel Realm, 18 National Circuit, Barton ACT 2600
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Appendix 5
List of submissions

Number Submission author

1 Municipal Association of Victoria

2 Public Health Association Australia

3 Victorian Council of Social Service

4 Victorian Healthcare Association

5 Department of Premier and Cabinet (whole of Victorian Government)
6 Knox City Council

Inquiry into the Impact on Victorian Government Service Delivery of Changes to National Partnership Agreements 197






Appendix 6
List of persons and

departments/organisations

providing evidence at
public hearings

Tuesday 17 November 2015

Witnesses

Department/Organisation

Mr David Martine, Secretary

Ms Trudy Hart, Director, Revenue Group

Ms Teresa Stewart, Assistant Director, Intergovernmental Financial Relations

Department of Treasury
and Finance, Victorian
Government

Ms Gill Callister, Secretary

Mr Simon Kent, Deputy Secretary, Strategy and Review Group

Mr Craig Robertson, Deputy Secretary, Higher Education and Skills Group

Mr Greg Norton, Executive Director, Intergovernmental Relations,
Strategy and Review Group

Department of Education
and Training, Victorian
Government

Ms Kym Peake, Secretary

Mr Terry Symonds, Deputy Secretary, Portfolio Strategy & Reform

Ms Anne Congleton, Deputy Secretary , Mental Health, Wellbeing,
Social Capital & Ageing

Department of Health and
Human Services, Victorian
Government

Ms Emma King, Chief Executive Officer

Mr Llewellyn Reynders, Policy and Programs Manager

Victorian Council
of Social Service
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Appendix 6 List of persons and departments/organisations providing evidence at public hearings

Thursday 19 November 2015

Witnesses Department/Organisation

Mr Tom Symondson, Chief Executive Officer Victorian Healthcare

Association

Ms Weif Yee, Policy Advisor

Mr Rob Spence, Chief Executive Officer . .
Municipal Association

of Victoria

Ms Clare Hargreaves, Manager Social Policy

Ms Kathy Parton, Manager Community Wellbeing

Knox City Council
Ms Michele Hollingworth, Program Manager Health Together Knox

Mr Greg Wilson, Secretary

Ms Marisa De Cicco, Deputy Secretary, Criminal Justice Department of Justice
and Regulation, Victorian
Mr Donald Speagle, Deputy Secretary, Civil Justice Government

Mr Simon Cohen, Deputy Secretary, Regulation

Mr Chris Eccles, Secretary Department of Premier

and Cabinet, Victorian
Government

Ms Rebecca Falkingham, Deputy Secretary, Social Policy and Service
Delivery Reform
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Appendix 7
List of Commonwealth
references used

Australian Bureau of Statistics, 6467.0 - Selected Living Cost Indexes, Australia,
Dec 2015, <www.abs.gov.au/AUSSTATS/abs@.nsf/Lookup/6467.0Explanatory%20
Notes1Dec%202015?0penDocument>.

ACIL Allen Consulting, Review of the National Partnership Agreement on Legal
Assistance Services- Final Report (2014), prepared for the Commonwealth of
Australia Attorney-General’s Department.

Brian Pink, A Guide to the Consumer Price Index: 16th Series (2011), Australian
Bureau of Statistics

Brian Pink, Consumer Price Index: Concepts, Sources and Methods (2011),
Australian Bureau of Statistics

Commonwealth Constitution of Australia 1900

Commonwealth of Australia, Commonwealth Grants Commission,
The Commonwealth Grants Commission: The Last 25 Years.

Commonwealth of Australia, Australian Government, Australian Government
Response to the Joint Committee of Public Accounts and Audit Report No.427
Inquiry into National Funding Agreements, August 2012.

Commonwealth of Australia, Budget 2013-14 Budget Measures Budget Paper No.2
(2014).

Commonwealth of Australia, Budget 2012-13 Federal Financial Relations Budget
Paper No. 3 (2013).

Commonwealth of Australia, Budget 2015-16 Federal Financial Relations Budget
Paper No. 3 (2015).

Commonwealth of Australia, Budget 2016-17 Federal Financial Relations Budget
Paper No. 3 (2016).

Commonwealth of Australia, Final Budget Outcome 2008-09 (2009).
Commonwealth of Australia, Final Budget Outcome 2009-10 (2010).
Commonwealth of Australia, Final Budget Outcome 2010-11 (2011).

Commonwealth of Australia, Final Budget Outcome 2011-12 (2012).
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Commonwealth of Australia, Final Budget Outcome 2012-13 (2013).
Commonwealth of Australia, Final Budget Outcome 2013-14 (2014).
Commonwealth of Australia, Final Budget Outcome 2014-15 (2015).

Commonwealth of Australia, Mid-Year Economic and Fiscal Outlook 2015-16
(2015).

Commonwealth of Australia, Productivity Commission for the Steering
Committee for the Review of Government Service Provision, Report on
Government Services 2016 Volume G (Housing and Homelessness) (2016).

Commonwealth of Australia, Productivity Commission, Childcare and Early
Childhood Learning, Productivity Commission Inquiry Report, Overview and
Recommendations.

Commonwealth of Australia, Council on Federal Financial Relations, A Short
Guide to the Intergovernmental Agreement on Federal Financial Relations and the
Federal Financial Relations Framework.

Commonwealth of Australia, Council on Federal Financial Relations, Conceptual
Framework for Performance Reporting, <www.federalfinancialrelations.gov.au/
content/performance_reporting/conceptual_framework_performance_reporting_
feb_11.pdf>.

Commonwealth of Australia, Council on Federal Financial Relations, Federal
Finances Circular No. 2015/01 Developing National Partnerships Under the Federal
Financial Relations Framework, 10 August 2015.

Commonwealth of Australia, Council on Federal Financial Relations, Federal
Finances Circular No. 2015/02 Developing Implementation Plans for National
Partnerships, 10 August 2015.

Commonwealth of Australia, Council on Federal Financial Relations, Federal
Finances Circular No. 2015/03 Processes for Drafting, Negotiating, Finalising
and Varying Agreements Under the Federal Financial Relations Framework,
and Related Estimates and Payments Processes, 10 August 2015.

Commonwealth of Australia, Council on Federal Financial Relations,
Intergovernmental Agreement on Federal Financial Relations — Definitions and
Institutional Arrangements (Schedule A).

Commonwealth of Australia, Council on Federal Financial Relations,
Intergovernmental Agreement on Federal Financial Relations — Payment
Arrangements (Schedule D).

Commonwealth of Australia, Council on Federal Financial Relations,
Intergovernmental Agreement on Federal Financial Relations — National Policy
and Reform Objectives (Schedule E).
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Commonwealth of Australia, Council on Federal Financial Relations, National
Affordable Housing Agreement, <www.federalfinancialrelations.gov.au/content/
national_agreements.aspx>.

Commonwealth of Australia, Council on Federal Financial Relations, National
Partnership Agreement on the Digital Education Revolution,
<www.federalfinancialrelations.gov.au/content/npa/education.aspx>.

Commonwealth of Australia, Council on Federal Financial Relations, National
Partnership Agreement on Empowering Local Schools,
<www.federalfinancialrelations.gov.au/content/npa/education.aspx>.

Commonwealth of Australia, Council on Federal Financial Relations, National
Partnership Agreement on Improving Literacy and Numeracy,
<www.federalfinancialrelations.gov.au/content/npa/education.aspx>.

Commonwealth of Australia, Council on Federal Financial Relations, National
Partnership Agreement on Improving Teacher Quality,
<www.federalfinancialrelations.gov.au/content/npa/education.aspx>.

Commonwealth of Australia, Council on Federal Financial Relations, National
Partnership Agreement on Indigenous Early Childhood Development,
<www.federalfinancialrelations.gov.au/content/npa/education.aspx>.

Commonwealth of Australia, Council on Federal Financial Relations, National
Partnership Agreement on Legal Assistance Services (2010-11 to 2013-14),
<www.federalfinancialrelations.gov.au/content/npa/other.aspx>.

Commonwealth of Australia, Council on Federal Financial Relations, National
Partnership Agreement on Literacy and Numeracy,
<www.federalfinancialrelations.gov.au/content/npa/education.aspx>.

Commonwealth of Australia, Council on Federal Financial Relations, National
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