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Commission Decision CD24-01- Review of Financial
Assistance Base Grant Methodology

Methodology changes

The Commission has made the following changes to its methodology used for its recommendations
for the allocation of the base grant, which have had a material impact for some councils:

« removal of the per capita grant allocation of 30 per cent of the base grant to every council,
while maintaining the minimum grant for relevant councils; and

+ use of service population estimates rather than the ABS estimates of residential population as
a basis for estimating councils' expenditure requirements.

Background on the rationale for these changes was provided in Discussion Paper DP23-01 “Review of
Financial Assistance Base Grant Methodology”, on which councils were invited to provide feedback.
The Commission’s methodology has also taken into account the feedback it received in submissions
and during the Commission’s 2024 hearings and visits program. The changes are being phased in
over three years to assist councils with managing any cash flow impacts. The Commission’s caps and
floors policy also acts to smooth out the impacts.

The changes are effective from the 2024-25 grant year. Further details are provided below:
Removing the per capita allocation of a share of the base grant to all councils

The Commission’s recommendations are required to be consistent with National Principles issued by
the Australian Government. The minimum grant National Principle states that the base grant
allocation for a local governing body in a year will not be less than the amount to which the local
governing body would be entitled to if 30 per cent of the total amount of the base grant were
allocated on a per capita basis.

While this principle sets the minimum grant amount a council must receive in a year, it does not
automatically entitle all councils to a per capita share of 30 per cent of the base grant if those
councils also receive some of the remaining 70 per cent of the base grant.

The Commission had previously determined its recommendations by allocating 30 per cent of the
base grant to all councils on a per capita basis and allocating the remaining 70 per cent on an
assessed ‘relative need’ basis.

Other jurisdictions adopt a different approach. For example, several commence by allocating the
entire base grant on a relative need basis. For those councils that are classed as minimum grant
councils, their grant is increased or decreased, such that the minimum grant National Principle is
applied. This approach is referred to as the direct assessment approach.

The Commission’s previous policy had the effect of setting aside a higher amount of funding for
those councils with large populations and a relatively low share of relative need than they would
receive under the direct assessment approach. Under the direct assessment approach, those councils
with smaller populations and a higher relative need would see an increase in grant funding.



The Commission has determined to adopt the direct assessment approach from 2024-25, while
ensuring that those councils assessed as having sufficient financial capacity to meet their expenditure
needs, namely, namely Hobart, Glenorchy, Launceston, Clarence and Kingborough Councils, continue
to receive the minimum grant.

Estimating council expenditure requirements based on the service population

The Commission had previously based councils’ expenditure requirements on the number of
residents in each municipality, as estimated by the Australian Bureau of Statistics. This was used to
calculate an average level of expenditure for each council.

However, some municipalities are popular locations for holiday homes. The owners of some of these
properties may live in these properties for less than half of the year - and therefore not be classed as
residents - and they may make the property available to family and friends, or on a commercial basis
such as for short stay accommodation.

The relevant council faces costs, such as for waste management, planning and community amenities,
law, order and public safety and general administration, regardless of whether dwellings are occupied
by residents or by other persons.

It was pointed out by several affected councils that the Commission’s approach to assessing the
budget position of councils includes revenue that councils receive from the properties but does not
allow for any council expenditure in providing services to the owners and/or occupiers of these
properties.

After considering the issues involved and following consultation with councils, the Commission has
determined to change its approach to assessing councils’ expenditure. This involves adding a
population loading for persons who are not residents in the dwelling they occupy. Under the new
methodology, these occupants are referred to as ‘non-residents’ and the adjusted population base is
referred to as the 'service population’. Further details on how the service population has been
calculated for the 2024-25 recommendations is provided in Table 1.0 below.

Non-residents may occupy the relevant dwelling for part of the year only and may not demand
services at the same level as residents. Following further discussions with councils during the
Commission’s 2024 hearings and visits program, the Commission has set the costs of providing
services to non-residents at less than those for residents, depending on the type of expenditure.
The cost scale applied to non-residents is shown in Table 2.0 below.

Other jurisdictions have also adopted a similar approach with respect to non-residents and the cost
scale.



Table 1.0 - Service Population Data Sheet: 2024-25 recommendations

Reference A B C D E F G H
ABS Estimated Resident . - Average number of people Estim.?te of dwc.ellings Dwellings n?t occupied by | Average number of people Non-resident. service Total service population
Population (ERP) All private dwellings per household occupied by residents residents per household - State population (A+G)
(A/C) (B-D) average (ExF)
30/06/2023 Adjusted ABS figure ABS 2021 Census Calculation Calculation ABS 2021 Census Calculation Calculation

Break O'Day 7075 4926 2.0 3538 1388 2.4 3332 10 407
Brighton 19 998 7819 2.6 7692 128 2.4 307 20305
Burnie 20463 9 246 2.3 8897 349 2.4 838 21301
Central Coast 23331 10428 2.3 10144 284 2.4 681 24012
Central Highlands 2595 2754 2.1 1236 1518 2.4 3644 6239
Circular Head 8352 4045 2.4 3480 565 2.4 1357 9709
Clarence’ 63 663 26 380 2.4 26 526 0 2.4 0 63 663
Derwent Valley 11341 4 826 2.5 4536 289 2.4 694 12 035
Devonport 26977 12 072 2.3 11729 342 2.4 822 27799
Dorset 7001 3941 2.2 3182 758 2.4 1820 8821
Flinders 933 679 2.0 467 213 2.4 511 1444
George Town 7330 3734 2.2 3332 402 2.4 964 8294
Glamorgan-Spring Bay 5237 4832 2.1 2494 2338 2.4 5611 10 848
Glenorchy 50 808 21675 2.4 21170 505 2.4 1211 52019
Hobart 55 964 24 695 2.3 24332 363 2.4 871 56 835
Huon Valley 19454 9 040 2.4 8106 934 2.4 2241 21695
Kentish 6831 2916 2.4 2846 69 2.4 166 6997
King Island 1648 885 2.1 785 100 2.4 240 1888
Kingborough 41179 17 431 2.5 16 472 959 2.4 2303 43 482
Latrobe 13 062 5961 2.3 5679 282 2.4 676 13738
Launceston 71788 31223 2.3 31212 11 2.4 25 71813
Meander Valley 21449 9389 2.4 8937 451 2.4 1084 22533
Northern Midlands 14 279 6538 2.3 6208 330 2.4 791 15070
Sorell 17 635 8445 2.4 7348 1097 2.4 2633 20268
Southern Midlands 6912 3008 2.5 2765 243 2.4 584 7496
Tasman 2686 2678 2.0 1343 1335 2.4 3204 5890
Waratah-Wynyard 14 767 6 954 2.3 6420 534 2.4 1281 16 048
West Coast 4359 3095 2.0 2180 916 2.4 2197 6556
West Tamar 26 039 11420 2.4 10 850 570 2.4 1369 27 408
State Total 573 156 261 032 243 904 17 274 41 458 614 614
Notes:

1. Each year, the number of private dwellings is adjusted for the growth in Estimated Resident Population. This is to ensure that the estimate for private dwellings, which is based on ABS Census data, reflects the growth in population in between census years.
2. For some councils, the number of residential dwellings is greater than the number of private dwellings, which may be due to people who are living in aged care facilities. In these cases, the non-resident population is set at zero.
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Table 2.0: Cost scale for non-residents

Expenditure Category Cost scale for non-residents (per cent)*

General administration 25
Health, housing & welfare 0
Law, order & public safety 0
Planning & community amenities 25

Recreation & culture

33.33 (or 1/3)

Waste management & environment

66.67 (or 2/3)

Other

0

*Related to the cost applied to residents
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