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1. COMMENT BY THE DEPARTMENT OF LOCAL GOVERNMENT 
AND REGIONAL DEVELOPMENT ON THE INQUIRY 

The Royalties for Regions Policy was announced in September 2008 
when the National Party and the Liberal Party agreed to form an alliance 
in government. Royalties for Regions was endorsed by Cabinet on 
13 October 2008. 

On 1 December 2008, the Standing Committee on Estimates and 
Financial Operations resolved to commence an Inquiry into the Royalties 
for Regions Policy. 

The Department of Local Government and Regional Development's 
response to the terms of reference follows. It is based on the department's 
view that Royalties for Regions provides programs and mechanisms for 
government, industry and the community to work together to develop 
regional Western Australia. 

The Inquiry addresses the following terms of reference-
(1) The Committee is to inquire into and report upon the Royalties for 

Regions policy, including -
(a) to establish a clear understanding of the Royalties for Regions 

policy; 
(b) how the policy will operate and be administered; 
(c) what the Department of Treasury and Finance has done with 

respect to any modelling or cost-benefit analysis of the policy; 
(d) the implications of the policy, including but not limited to -

i. the possible impacts of the policy on the State's AAA credit 
dating; 

ii. the possible impacts of the policy on the State's budget; and 
iii. the potential operational impact of the policy on government 

agencies. 
(e) any other relevant matter including, but not limited to, the ability of 

the Government to adjust to the policy in response to changing 
financial circumstances. 

2. TO ESTABLISH A CLEAR UNDERSTANDING OF ROYALTIES FOR 
REGIONS POLICY - in reference to Terms of Reference (1 a) 

Royalties for Regions reflects the State Government's long-term focus on 
regional development and is developed to ensure that the equivalent of 
25 per cent of mining and petroleum royalty revenue per annum is 
invested annually in regional Western Australia. This equates to 
approximately 4 percent of the State Government's total state budget. The 
amount to be contributed to Royalties for Regions is projected at $675 
million per annum and the total balance will be capped at $1 billion. A 
half-year allocation is to be provided in 2008-09 ($337 million). The exact 
amount may vary from year to year depending on the royalty revenue 
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collected. The amount allocated to Royalties for Regions is also subject to 
retaining the State's AAA credit rating. 

Royalties for Regions policy provides a framework to support and maintain 
strong and vibrant regions through improved infrastructure and 
headworks; across-government strategic regional and community services 
projects; and the provision of contestable grant funding. The Royalties for 
Regions funds are applied to the nine regions defined in the Regional 
Development Commissions Act 1993. 

Royalties for Regions recognises the need for strategic collaboration with 
local, state and federal government, community and industry. 

2.1 Context - Royalties for Regions 

The importance of the regions in Western Australia is recognised in their 
contribution to State and national economies. Collectively, the nine 
regions account for approximately 82 percent of Western Australia's 
exports by value and 22 percent of Australia's export revenue (Source: 
Department of Local Government and Regional Development). 

Over the 2005 - 2008 period 
Western Australia experienced substantial economic growth fuelled by the 
value and volume of mineral and petroleum exports. Its domestic 
economy grew by 7.2 percent in the year to June 2008, with more than 
half of its growth due to a 13.9 percent rise in business investment. 
Business investment totalled $10.5 billion (Western Australian Economic 
Summary, No.2. page 48) over this period and this strong economic 
growth was characterised by: 

• 

• 

• 

• 

The demand for skilled workers outstripping supply, attracting and 
retaining staff in regional areas had became more difficult and 
unemployment rates were at historical lows. 

A shortage of skilled workers to support projects and development 
in regional areas. 

Construction costs blowing out project budgets, in the private and 
public sectors. 

Increased demand for infrastructure renewal. 

Whilst regional Western Australia was driving a major contributor to both 
the state and national economies, this was not necessarily realised 
through delivery of adequate infrastructure and services. 

In addition to this shortfall in provision of infrastructure and services in 
regional WA during a phase of high growth, the following challenges also 
impact on the regions: 
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• Increasing emphasis on sustainability and the need for communities 
to adapt to a variety of changing circumstances. 

• Increasing awareness and attention on the social and economic 
circumstances of the Indigenous population through a Bilateral 
Agreement between Commonwealth and State Governments to 
address socio-economic disadvantage experienced within 
Indigenous communities and the COAG agenda for closing the gap. 

• A new phase of collaboration between the commonwealth and state 
through Regional Development Australia (formally Area 
Consultative Committees) and Regional Development 
Commissions. 

• Western Australia's local government sustainability. 

• 'Sea change' and 'tree change' settlement patterns impacting on 
population growth and service delivery needs in many rural and 
regional areas. 

• Pressures on family budgets which is impacting on 'affordable 
living'. 

2.2 Formulating the Concept 

In order for government service delivery to effectively address regional 
needs, a greater emphasis on understanding regional issues is required. 

There has been a perception that priorities and issues identified in the 
regions by organisations such as Regional Development Commissions 
and local governments, were not clearly heard, acted upon or taken 
seriously. Critical decisions affecting service delivery and infrastructure in 
regions tended to be in Perth, where there was not necessarily a thorough 
understanding of local issues. 

As a result, Royalties for Regions explicitly establishes processes for local 
priority setting and decision making. For example, proportions of 
Royalties for Regions funds are allocated directly to local governments 
and Regional Development Commissions to make decisions about where 
expenditure should occur. This policy encourages increased local 
decision making on issues of priority and expenditure in regional areas 
which includes infrastructure and services, and it serves to increase local 
capacity and accountability skills. 

Royalties for Regions, while preserving the flexibility of the regions to 
determine and plan for their own priorities, ensures that transparency, 
proper governance and accountability are in place. 

The central principles established to underpin Royalties for Regions policy 
are: 

• Local decision making in regional areas is fundamental; 
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• State government department administration and processes should 
provide for and support decision making in regional areas; and 

• Strategic projects in regional Western Australia are a priority. 

Royalties for Regions has been established to supplement - not supplant 
- the existing provision of basic, essential infrastructure and services 
across regional Western Australia. It is not an opportunity to cost shift by 
replacing existing community service obligations nor the 3 percent 
efficiency dividend. Implementation of Royalties for Regions is also not 
normally intended to interfere with existing administrative and governance 
arrangements, as the role of basic infrastructure and service provision is 
already well defined within areas of responsibility in relevant local 
government, state government and federal government agencies. 

2.3 Objectives of Royalties for Regions 

Royalties for Regions aims to support and maintain strong and vibrant 
regions through improved infrastructure and headworks, across 
government strategic regional and community services projects, and the 
provision of contestable grant funding. 

It supports local decision making on regional expenditure and increasing 
the capacity of local governments (through the Country Local Government 
Fund) and Regional Development Commissions (through the Regional 
Grants Scheme). It is a plan for the whole community, with a focus on 
building communities in regional areas through six policy objectives: 

1. Building capacity in regional communities 

2. Retaining benefits in regional communities 

3. Improving services to regional communities 

4. Attaining sustainability 

5. Expanding opportunity 

6. Growing prosperity. 
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3. HOW THE POLICY WILL OPERATE AND BE ADMINISTERED -
In reference to Terms of Reference (1 b) 

3.1 Review of Similar Funding Schemes/Programs 

In developing an administrative, governance and implementation program 
for Royalties for Regions, a range of national and international approaches 
are referred to. The following review of national and international 
programs has provided valuable insight into the management of various 
programs. 

In particular the following extract from "A review of Rural and Regional 
Development Polices and Programs" by the Canadian Policy Research 
Networks (CPRN) depicts an overarching approach considered. 

"A Review of Rural and Regional Development Policies and Programs" by 
the Canadian Policy Research Networks (CPRN): concluded that regional 
development policies are continuing to evolve to reflect changing 
economic, social and demographic realities. Traditional approaches and 
instruments such as regional development programs and support for 
economic development, job creation and enterprise development are 
insufficient for meeting the challenges of regional, rur.al and community 
development today. Rather, these must be combined with more holistic 
community. Strategic investments - in people, communities, local asset 
building, and technology - can make a difference. A range of policy 
instruments and measures will need to be brought into play. Effective 
partnerships, involving government, business, labour, educational 
institutions and others, are essential , strategic planning , involving the local 
community and citizens, as well as full and active consultation, are critical; 
and governance matters are also important". Golden M, 2008, pg iv. 

Other specific approaches, uncovered in research, which have alignment 
with the intent for Royalties for Regions include the following: 

• The Alaska Permanent Fund: is a dedicated fund owned by the 
state of Alaska and has been running since 1976. It was created 
by a constitutional amendment "At least 25 percent of all mineral 
lease rentals, royalties, royalty sales proceeds, federal mineral 
revenue-sharing payments and bonuses received by the state be 
placed in a permanent fund, the principal of which may only be 
used for income-producing investment". It is comprised of income
producing investments and the Fund is fully invested in the capital 
markets, diversified among various asset classes. Legislature 
established the Alaska Permanent Fund Corporation to manage 
fund investments. The fund stood at $37.8 billion as of the end of 
2007 fiscal year and fluctuates up or down with market movements. 
The fund continues to run successfully and has earned about 10% 
annualized total rate of return over the long run. 
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• The European Regional Development Fund: aims to promote 
economic and social cohesion by correcting the main regional 
imbalances and participating in the development and conversion of 
regions while ensuring synergy with assistance from the other 
Structural Funds. The fund has three priority areas, regional 
economy based on knowledge and technological innovation -
helping less-favored regions raise the level of their technology, the 
information society at the service of regional development, regional 
identity and sustainable development - promoting regional 
cohesion and competitiveness. The fund has been in operation 
since 1999 and is worth approximately $90 billion. A financial 
perspective guides its progress to 2013. 

• Rural Alberta's Development Fund: this is an independent not-for
profit company that works with groups, organisations and 
communities that care about growing rural Alberta . It is governed by 
a board of directors who make assessment of projects submitted. 
The first full year of operation began in 2007 and is worth $26.3 
million. 

This body of work offered the following to inform the implementation of 
Royalties for Regions: 

1. The following broad principles be considered: 

A focus on places and on communities rather than sectors; 

An emphasis on opportunity and local strengths and attributes; 

An emphasis on strategic investments, rather than subsidies; 

The use of a variety of policy instruments, as part of a toolbox or 
toolkit of interventions, measures and supports; and, 

New governance models involving different levels of government 
and other stakeholders and partners. 

2. Management frameworks which could be considered: 

Legislation could be developed to provide a framework for the 
management, distribution and reporting in relation to all Royalties 
for Regions funding, which provides for a balanced and 
contemporary approach to regional development. 

The option of establishing an independent or arms length 
organisation to deliver on the Royalties for Regions policy. 

An analysis by the department of the lessons learned with similar regional 
development initiatives throughout Australia identified a number of issues 
for consideration. The most common of which included: 

• The lack of transparency, accountability and equity of programs. 

Response to Inquiry info the Royalties for Regions Policy - In effect 8 



Dep2ftment of Local Government and Regional Development 

• Objectives not being clearly defined or linked in with relevant regional 
development policies and priorities. 

• Funds directed to projects which may not have been subject to 
appropriate assessment processes. 

• Inconsistencies between selection of projects. 

• Processes for procedures and monitoring were not in place. 

• Evaluation processes not undertaken adequately. 

These issues and principles are being taken into account with 
establishing, administering , governing and implementing the Royalties for 
Regions policy, program and funding. 

3.2 Establishment of the Fund 

As agreed to by Cabinet on 13 October 2008, from 1 July 2009, the 
equivalent of 25 percent of the budget estimate of annual mining and 
petroleum royalty revenue (up to a maximum of 
$675 million) will be appropriated to the Royalties for Regions Fund as 
part of the annual budget process. For 2008-09, an amount of $337 million 
was transferred under the authority of the Treasurer's advance. Funds are 
invested through the WA Treasury Corporation Act 1986. 

Prior to the establishment of Royalties for Regions legislation, the 
Royalties for Regions Fund is formed as a Treasurer's special purpose 
account pursuant to section 10(a) of the Financial Management Act 2006 
by the Department of Treasury and Finance. It is administered by the 
Under Treasurer in accordance with the Financial Management Act 2006, 
Financial Management Regulations 2007 and the Treasurer's Instructions. 
This administrative arrangement will subsequently be replaced by a 
legislative fund once the relevant legislation is passed , which will 
consolidate Royalties for Regions under statute. It is proposed to 
introduce the draft Bill into the 2009 Parliamentary autumn Session. 

The Major Regional Projects Division within the Department of Local 
Government and Regional Development was established to administer 
and coordinate the implementation of Royalties for Regions. 

The role of the Division is to: 

• Consult on the establishment of suitable frameworks for Royalties 
for Regions funds to be distributed and ensure the agreed 
outcomes are implemented . 

• Develop and maintain reporting mechanisms to capture information 
on the progress and outcomes of Royalties for Regions initiatives. 

• Co-ordinate activity associated with implementing the Royalties for 
Regions Program and associated projects. 
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• Monitor the progress of agreed strategic line agency Royalties for 
Regions projects. 

• Establish and manage a communications plan for the Royalties for 
Regions Program. 

• Regularly report to government on the overall progress of the 
Royalties for Regions Program. 

• Ensure that the Department of Treasury and Finance and Auditor 
General's governance requirement are met. 

This Division is liaising with the following departments and agencies on 
the following matters: 

• Auditor General: At commencement of the program, the department 
met with the auditor general to provide an outline of planned 
processes for establishing, administering, governing and 
implementing Royalties for Regions. 

• Department of Treasury and Finance: The department continues to 
consult on a regular basis to seek guidance and advice on all matters 
relating to the fund and implementation of policy. The department is 
currently working with Treasury on the establishment of an 
appropriation approval process. 

• Treasury Corporation: The department will seek advice in relation to 
undertaking a baseline funding study to ensure funding is 
appropriated to activity above and beyond current planned activities. 

• RiskCover: The department is working with RiskCover to establish, 
implement and monitor a structured systematic approach, to manage 
risks associated with Royalties for Regions. 

• Delivery agencies: The department is working with agencies that 
have been provided with Royalties for Regions funds to implement 
specific proposals to ensure suitable governance, reporting and 
branding arrangements are established. In addition the department 
is working to ensure the funds are not used to supplant the base line 
regional and community service obligations nor to compensate the 3 
percent efficiency dividend. 

3.3 The Funding Model 

Cabinet has approved the creation of three supporting funds as follows: 

• The Country Local Government Fund; 

• The Regional Community Services Fund; and 

• The Regional Infrastructure and Headworks Fund. 

Response to Inquiry into the Royalties for Regions Policy - In effect 10 



Department of Local Government and Regiona! Development 

" Country Local Government 
Fund 

$400M 
(See section 3.4.1) 

" 
Royalties for Regions Fund 

. $2362M * 

" Regional Community 
Services Fund 

$327.4M 
(See section 3.4.2) 

I 

I 
Regional Infrastructure and 

Headworks Fund 
$1327.6M 

(See section 3.4.3) 

I 
I 

Strategic Major Regional 
Projects 
$927.6M 

Regional Grants Scheme 
$400M 

(See section 3.4.3) 
(See section 3.4.3) 

*Total funds include $307.2m for new regional and state-wide initiatives which are yet to 
be scoped and prioritised. Noted: that there is a small anomaly of $200, 000 not reflected 
in the 2008-09 Government Mid-year Financial Projections Statement. This will be 
corrected in the out years. 

3.4 Distribution of Royalties for Regions Funds 

The Royalties for Regions fund will distribute assistance through the 
following three sub funds by a mixture of election commitments, tied and 
contestable funding and strategic priorities as follows: 

• Funds from the Country Local Government Fund being 
distributed through an allocation model based on WA Local Grants 
Commission horizontal equalisation assessments and population 
caps. The funding is provided to all local governments within the 
nine regions, as defined under the Regional Development 
Commission Act 1993. 

• Regional Community Services Fund was initially allocated to 
fund projects and government programs through election 
commitments. The Major Regional Projects Division is working with 
the relevant delivery agents to develop more detailed project 
proposals to be considered through established EERC and cabinet 
processes. 

• Regional Infrastructure and Headworks Fund is made up of two 
components, a mixture of strategic and contestable funds, 
accessible to both public and private organisations. It will be made 
available through: 

Strategic Major Regional Projects initially allocated to fund 
projects and government programs through election 
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commitments, and also new projects which are subject to 
project business cases, in consultation with relevant project 
proponents. 
Regional Grants Scheme which is made up of contestable 
grants and strategic reserve distributed through defined 
application and assessment processes, primarily distributed 
through the Regional Development Commissions. 

Methodologies for the distribution of all funds are progressively being 
finalised. For example, the Regional Grants Scheme was announced on 
12 February 2009 and associated criteria, application and assessment 
information is now publically available through the Regional Development 
Commissions. The website is located at http://dlgrd.wa.gov.au/RforR. The 
2008109 application process is currently open and closes on the 25 March 
2009. 

Additional administration requirements as a result of additional workload 
associated with Royalties for Regions can be sourced from the Royalties 
for Regions fund on a limited basis and in the case of the Community 
Local Government Fund, additional local government capacity building is 
also provided for. 

Funds are distributed on the principal that: 

• Delivery agencies have a administrative, governance, 
implementation, reporting and auditing process already in place in 
accordance with the Financial Management Act 2006 obligations 

• Governance and branding agreements are adhered to in 
administering the projects. 

• Standard asset management practices are in place to deliver these 
projects and services. 

It is also acknowledged: 

• Royalties for Regions provides a mechanism for strategic 
collaboration and an ideal opportunity for spheres of government and 
the community to work together for the continuing development of 
regional Western Australia. 

• The expanding roles of the Regional Development Commissions and 
the need to resource them accordingly. 

• The need for the fund to be managed by a mixture of relevant state 
government delivery agents to provide access to services in the 
regions. 

• Funds should work to complement funding provided by other 
programs and delivery agents are encouraged to consider the 
potential for leveraging funds from other sources where appropriate. 
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3.4.1 Funding to Local Government and Regional Organisations of 
Councils 

Funding will be provided directly to local governments and regional 
organisations of councils through the Country Local Government Fund. 

The Fund will provide tied funding for infrastructure provision and renewal 
directly to local government and Regional Organisations of Councils. The 
funding will be provided to all local governments within the nine regions, 
as defined under the Regional Development Commission Act 1993. 
Local governments will be tied to expenditure against asset classes 
according to the Local Government Accounting Manual. Local 
governments will be required to provide agreement in writing that they will 
expend the funds for the purpose intended in addition to acceptance of 
reporting and acquittal requirements. 

COMPONENT YEAR 1 YEAR 2 YEAR 3 YEAR 4 TOTAL 
2008/9 2009/10 2010/11 2011/12 

Local government 
Local infrastructure asset 97.5 62.5 48.75 48.75 257.5 
renewal and new assets 
Regional Organisations 
of Councils (ROCs) 0 35 48.75 48.75 132.5 
New regional 
infrastructure assets 
Capacity Building 
For regional governance 2.5 2.5 2.5 2.5 10.0 
services and asset 
management programs 
through DLGRD 
TOTAL $Million 100 100 100 100 400 

Source: 2008-09 Government Mid-year Financial Projections Statement 

3.4.2 Funding for Across Government Strategic Services and 
Projects 

The Regional Community Services Fund will support priority services 
that have shown their effectiveness in enhancing the quality of life for 
residents in regional areas and providing access to government services 
and infrastructure. Funding has been allocated to support established 
programs and two new election commitments (Country Age Pension Fuel 
Card and Bushchange Housing Grant) . Funding will be allocated to the 
relevant state government agency with skills to establish, administer 
implement, govern and manage the project. 

Approved Responsible Year 1 Year 2 Year 3 Year 4 
Initiatives $m Agency 2008/9 2009/10 2010/11 2011/12 
Telecentre Support DLGRD 5 10 12 13 
Country Age DLGRD 20 20 20 20 
Pension Fuel Card 
Patient Assisted Health Dept 7.7 7.7 7.7 7.7 
Travel Scheme 
Royal Flying Doctor Health Dept 5.7 9.2 8.3 2.9 
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Service 
BushChange DLGRD 10 25 25 25 
Housing Grant 
Housing Our DTF 8.3 16.9 17.2 17.5 
Workerforce 
Boarding away Education 0 1.8 1.9 1.9 
from Home Dept 
TOTAL 56.7 90.6 92.1 88.0 
COMMITMENTS 
Source: 2008-09 Government Mid-year Fmanclal ProjectIOns Statement 
* Note the figures reflect those presented in the mid year statement. There is a slight 
anomaly in the total for the Housing Our Workforce. This will be corrected in the out 
years. This does not effect the total annual current allocation. 

3.4.3 Funding for Private and Public Organisations 

Strategic Major Regional Projects are strategic regional infrastructure 
and headworks projects that: 

• Are acknowledged as being of strategic importance to the state; and 

• Apply broadly across a region. 

Funding will be allocated to the relevant state government agency 
responsible for implementing and/or managing the program. 

APPROVED Responsibl CAPITAL! Year 1 Year 2 Year 3 Year 4 
PROJECTS e Agency RECURR 2008/9 2009/10 2010/11 2011/12 

ENT 
Pre-feasibility DLGRD Recurrent 0.5 0 0 0 
(Gascoyne & 
Pilbara) 
Ord Stage 2 DOIR Capital 30 90 60 40 
Housing our Housing Capital 64.7 143.1 156.8 173.5 
Workforce Auth Recurrent 

(Housing & 
Works) 

PACE - Exploration DOIR Recurrent 20 20 20 20 
Incentive Scheme 
Northern Towns LANDCORP Recurrent 10 10 10 10 
Development Fund 
Bunbury-Albany DOIR Capital 0 0 0 20 
Gas Pipeline 
Pilbara Power DOIR Capital 0 0 0 0 
Kalgoorlie Regional Health Dept Capital 0 0 10 2 
Hospital 
Regional Airport DPI Recurrent 2 5 5 5 
Development 
Scheme 
Regional Grants DLGRD & Recurrent 40 110 120 130 
Scheme RDCs 
TOTAL 
COMMITMENTS 167.2 378.1 381.8 400.5 

Source: 2008-09 Government Mid-year Financial Projections Statement 
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• Note the figures reflect those presented in the mid year statement. There is a 
slight anomaly in the total funds for the Housing Our Workforce. This will be 
corrected in the out years. This does not effect the total annual current allocation. 

Regional Grants Scheme are managed and administered through the 
Regional Development Commissions (RDCs). 

Funding allocations, administrative costs, and resource requirements for 
program management, administration, reporting and monitoring have been 
determined initially as follows for each RDC's allocation: 

• Contestable grants 77.5% 

• Strategic 20% 

• Administration 2.5% 

The RDCs application and project funding decisions will reflect the 
particular demands and priorities for each region. 

The purpose of the fund is to: 

• Increase capacity for local strategic planning and decision-making. 

• Retain and build the benefits of regional communities. 

• Promote relevant and accessible local services. 

• Assist communities to plan for a sustainable economic and social 
future. 

• Enable communities to expand social and economic opportunities. 

• Assist regional communities to prosper through increased 
employment opportunities, business and industry development 
opportunities, and improved local services. 

3.4.4 New Regional and State-wide Initiatives (projects yet to be 
scoped and prioritised) 

All proposed funding for Royalties for Regions is allocated to specific 
commitments, projects and programs, except for the amount of 
$307.2 million for new regional and state-wide initiatives which are yet to 
be scoped. Once new projects are approved they will be placed in the 
most suitable sub fund. 

Methodologies for the distribution of funds are being determined. The 
following process developed in consultation with the Department of 
Treasury and Finance is being considered as a suitable process to ensure 
proposals are assessed and funded appropriately. 
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• New funding submissions will be assessed in the first instance 
against the Royalties for Regions central policy principles and 
objectives. 

• Eligible submissions will be considered through independent 
assessment coordinated through the Department of Local 
Government and Regional Development that will make 
recommendations to the Minister for Regional Development. The 
Minister may forward recommended submissions to the Economic 
and Expenditure Review Committee (EERC) for consideration. This 
submission would recommend Royalties for Regions funds as the 
source to support it. If supported, the Committee will refer the 
submission to Cabinet for noting. 

• Submissions by state government agencies should be made 
directly to the EERC. If supported, the Committee will refer the 
submission to Cabinet. A sliding scale of complexity may be 
considered in light of the scope of the project and funding 
req uirements. 

• As decisions are subsequently made by the EERC about future 
projects or programs to be funded from Royalties for Regions, this 
global unallocated provision would be drawn down. 

3.4.5 Summary of Funding Allocation 

The table below is based on the Government mid-year financial 
projections statement summarised into the sub funds. Note that there is a 
small anomaly of $200,000 not reflected in the mid year projections. This 
will be corrected in out years. 

FUND YEAR 1 YEAR 2 YEAR 3 YEAR 4 TOTAL 
2008/9 2009/10 2010/11 2011/12 

Country Local 100 100 100 100 400 
Government Fund 
Regional 56.7 90.6 92.1 88.0 327.4 
Community 
Services Fund 
Regional 167.2 378.1 381.8 400.5 1327.6 
Headworks 
Infrastructure 
Fund 
New regional and 13.1 106.3 101.1 86.5 307.2 
state-wide 
initiatives 
TOTAL $ Million 337 675 675 675 2362.0 
Source: 2008-09 Government Mid-year Fmanclal Projections Statement. 
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3.5 Prior to Legislation 

The following diagram demonstrates mechanisms which have been put in place to 
allocate funds for State agency Strategic Projects prior to Royalties for Regions 
Legislation being finalised: 

Cabinet agrees to 

Cabinet agrees to election 
policy commitments 

DLGRD establishes State agency EERC 
MOU with agency submission to Cabinet 

~ for noting 

DLGRD and line agency DLGRD writes to Treasury 
liaises in relation to drawdown ..... requesting drawdown of 
of funds funds to support agency 

project 

3.6 Governance 

... 

Temporary Treasurer's fund 
(Special Purpose Fund) 
established in absence of 
Legislation 

... 

! 
State agency prepares 
EERC submission 

Agency commences 
project in accordance 
with EERC agreed 
plan and cash flows 

DLGRD monitors cash 
flows in consultation 
with agency 

The Department of Local Government and Regional Development is 
establishing a governance framework for Royalties for Regions to ensure 
its sound operation into the future. 

The governance framework will outline principles, roles and 
responsibilities and support mechanisms for which the fund will be 
administered. 

Information considering past experiences and challenges faced by similar 
programs and projects throughout Australia are being referred to, to assist 
in this process. Based on the research undertaken the following elements 
are in consideration for inclusion in the governance framework. 

Areas to be considered include: 

• Providing clarity about Royalties for Regions to delivery agents and 
the general public. This will include providing references to 
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appropriate Acts and legislation, and processes which will determine 
the integrity of the funds allocated. 

• Key assessment criteria are being established so staff and delivery 
agents are clear on expectations of the program. This is being 
established through the evaluation framework. 

• Separation of funds from strategic and contestable funding so 
delivery agents have the options of establ ishing sub-programs to 
direct funding to strategic priorities. 

• Opportunities to develop subprograms to take into account 
responses and requests from government and community from 
geographical areas that may be considered priority or innovative. 

• Sliding scale of complexity is being considered for contestable funds 
in light of scope of the project and funding requirements. Possible 
streams include approval at local level for funds less than $250K, 
$250K - $500K ministerial approval, over $500K Cabinet for noting 
or approval. 

• Should there be additional capacity for funding to be provided on a 
contestable basis, a written application process will be defined 
through the governance framework. A formal Expression of Interest 
(EOI) followed by a formal application or Cabinet submission and/or 
rounds of funding based on specific criteria is being considered. 

• Primary assistance and coordination. The Department of Local 
Government and Regional Development will have a coordinating role 
in the development and implementation of Royalties for Regions. In 
cooperation with other government agencies, an interdepartmental 
task force has been established to prepare the Cabinet submission 
and move to draft an implementation plan. 

• Mechanisms to expend funds in effective and efficient ways, 
including the operation of draw down facilities and introducing a cap, 
up to a maximum of $1 billion, to manage the carry over of funds. 

• Work is underway with the Department of Treasury and Finance and 
other government agencies to ensure the Royalties for Regions 
initiative is above and beyond core baseline obligations and a 
monitoring and evaluation framework is being established to monitor 
this differential. 

• In particular, the governance framework will provide guidance for the 
administration of: 

Grants to agencies for specific projects (Royal Flying 
Doctors Service, Patient Assisted Travel Scheme, 
Community Resource Centres etc); 

Grants to agencies like the Regional Development 
Commissions who then establish grant programs for the 
provision of contestable grants; 
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Strategic project funding and current unallocated Royalties 
for Regions funds the Minister might allocate to a project. 

The operations of Royalties for Regions are being developed through 
continuous review and fine tuning which will address the ongoing progress 
of the program and its implementation. 

Clear process is being formulated by regular reference to the review of 
programs at State and national levels, risk identification and other relevant 
information which is being undertaken currently. 

3.6.1 Identification of Risk 

The Department of Local Government and Regional Development is 
running a series of risk management workshops in February/March 2009 
to assess and address principal risks in Royalties for Regions at three 
levels: policy, program management and individual funds level. A 
structured systemic approach to managing risk associated with Royalties 
for Regions will be determined. The plan will ensure Royalties for Regions 
preserves the current flexibility within the regions to determine and plan for 
their own priorities, while ensuring that transparency, proper governance 
and accountability are in place to mitigate likely risk. 

3.6.2 Operational Plans 

Operational plans will be developed for each of the supporting funds to 
provide an overview of how each fund will broadly function . 

3.6.3 Reporting Mechanisms 

The department will coordinate a formal reporting process and encourage 
a common reporting framework. It will also provide a streamlined 
management system for lodgement of reports. The department will 
provide the Minister for Regional Development with regular reports in a 
format which can be used by the Minister in a number of situations. 

It is reviewing current departmental methods of monitoring and recording 
databases and adaptability to the current program needs. 

3.6.4 Establishing Evaluation Frameworks 

To ensure suitable measures of outcomes can be put in place, an 
evaluation framework is being developed by the Department of Local 
Government and Regional Development. 

3.7 Communication of the Program 

A whole of government communication and marketing plan will be 
developed in consultation with the Minister for Regional Development and 
the Government Media Office. It will establish: 
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• A brand for the Royalties for Regions policy initiative; 

• An outline of the media strategy; 

• An integrated communications strategy to guide joint initiatives with 
state government and local governments; 

• A schedule of public launches for the individual funds, programs 
and major initiatives at various regional locations, taking into 
consideration the role of local governments and regional 
communities in its implementation; 

• A program of regional events to enable community liaison and 
promote initiatives; 

• A range of mechanisms for public dissemination of information 
about the initiative across the State; 

• A suitable range of marketing materials, including brochures and 
web-based information; and 

• Other publications. 

3.8 Stakeholder Consultations 

In keeping with the principle of local decision-making in regional areas, the 
department will be consulting with relevant stakeholders in developing and 
implementing Royalties for Regions. Local governments, Regional 
Organisations of Councils, Regional Development Commissions, the 
Regional Development Council and relevant community and industry 
associations will be consulted in the development and implementation of 
specific elements of Royalties for Regions. 

Response to Inquiry into the Royalties for Regions Policy - In effect 20 



Department of Local GovernmE-mt and Regional Devc·oprnent 

4. OTHER ISSUES RELATING TO POLICY 

4.1 What the Department of Treasury and Finance has done with 
respect to any modelling or cost-benefit analysis of the policy 
- reference to Terms of Reference (1c) 

The Department of Local Government and Regional Development 
understands that financial considerations may have an impact on the 
Royalties for Regions policy. The department is not qualified to provide 
suitable analysis for a detailed response to this question. Questions of this 
nature would be best addressed by the Department of Treasury and 
Finance. 

4.2 The possible impacts of the policy on the State's AAA credit 
rating - reference to Terms of Reference (1 di) 

The Department of Local Government and Regional Development 
understands that financial considerations may have an impact on the 
Royalties for Regions policy. The department is not qualified to provide 
suitable analysis for a detailed response to this question. Questions of this 
nature would be best addressed by the Department of Treasury and 
Finance. 

4.3 The possible impacts of the policy on the State's Budget -
reference to Terms of Reference (1dii) 

The Department of Local Government and Regional Development 
understands that financial considerations may have an impact on the 
Royalties for Regions policy. The department is not qualified to provide 
suitable analysis for a detailed response to this question . Questions of this 
nature would be best addressed by the Department of Treasury and 
Finance. 

4.4 The potential operational impact of the policy on Government 
Agencies - reference to Terms of Reference (1 diii) 

The Department of Local Government and Regional Development will 
liaise with government agencies responsible for implementing the 
Royalties for Regions projects to monitor expenditure and cash flows. 

The Department of Local Government and Regional Development 
understands beyond this, the policy may have a wider impact on 
Government agencies. The department is not qualified to provide 
suitable long term analysis for a detailed response to this question. 
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4.5 Ability of Government to adjust and respond to changing 
financial circumstances - reference to Terms of Reference (1e) 

The Department of Local Government and Regional Development will 
establish a Memorandum of Understanding with departments and 
agencies responsible for delivering Royalties for Regions. Contained in 
this will be specific requirements concerning expenditure which will enable 
recording of cash flow of all Royalties for Regions strategic projects 
currently approved. 

In order to respond and adjust to changing economic circumstances, the 
Department of Local Government and Regional Development has the 
following arrangements in place. 

• Royalties for Regions has the amount of 
$307.2 million, for new regional and state-wide initiatives which are 
yet to be scoped. It may be used in circumstances where the case 
profiles of projects change, or as priorities or initiatives come to 
light. An example of a response to changing economic 
circumstances includes the government's response to 
Ravensthorpe. 

• Given the current economic circumstances, programs are 
continuously under review - a monitoring and reporting process is 
being established for all projects. 

• Funding is provided directly to the regions with priority of funding 
set by local agencies that are best placed to gauge changing 
circumstances and direction of communities. Funds are 
distributed on the principle that agencies have rigorous reporting 
and auditing processes in place. Each fund is planned on an 
implementation basis. This provides agencies with the ability to list 
priorities and ensure appropriate changes in direction are made to 
account for changes in circumstances. 

The Department of Local Government and Regional Development is not 
qualified to comment on the wider issues that relate to the ability of 
Government to adjust and respond to changing financial circumstances. 
Accordingly, information in relation to this would be best addressed by the 
Department of Treasury and Finance. 
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