


o to get atime series of relativities from 2018-19 (the last year of actual relativities) to
2026-27, the relativities for each state take a linear path between these years.

Methodology

9

Output

To calculate the above, Victoria has used the same spreadsheet model provided by the
Commonwealth (used by them in the response paper). The Commonwealth's model imposes
a within-system relativity floor of 0.70 in 2022-23 rising to 0.75 in 2024-25 and transitions to
the new HFE standard from 2021-22 over six years.

10. The tables on'pages 4 to 9 illustrate the difference in GST for each scenario under the

proposed new methodology compared to the status quo.

How much would the Commonwealth need to increase the GST pool so that no state was worse
off in 2026-277?

11. The following example illustrates the shortfall in top up payments. It is based on scenario 6

12.

(where relativities return to 10-year average by 2026-27) and focuses on the outcomes in
2026-27. Applying the Commonwealth’s proposed methodology under this scenario shows
that all states apart from Western Australia and the Northern Territory would be worse off.
In essence, the proposed top up pool of $1,053m in 2026-27 is insufficient to compensate
states.

Table 2 shows that the top up pool would need to increase by a further $3,722 million to
$4,775 million in 2026-27 so that no state was worse off. Note that the additional GST pool
is distributed in the same way as the existing pool.

Table 2: GST distribution based on current method and proposed new method under Scenario 6,
various pools, 2026-27 {$m)

NSW Vic Qld WA SA Tas ACT NT Total
Current method, 30,189 25,131 21,002 5,000 8,708 3,271 1,983 4,616
unadjusted pool

New method, pool topped 29,134 24,237 20,372 8,904 8,523 3,224 1,932 4,627 100,953

99,900

up $1053m

Difference, current vs new -1,055 -894 -630 3,904 -185 -48 -50 11 1,053
method

New method, pool topped 30,208 25,130 21,123 9,232 8,837 3,342 2,004 4,798 104,675
up $4775m*

Difference, current vs new 19 0 121 4,232 129 71 21 182 4,775
method

Additional top up needed 1,074 894 751 328 314 119 71 171 3,722

to make no state worse off

* 34775 million is the minimum required addition to the GST pool (compared to the unadjusted pool) so that
no state is worse off in 2026-27 under Scenario 6. The second last row in the table shows that, with this
expanded pool, all states would get at least the same GST as under the current distribution method.
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