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Adjusting councils assessed expenditure requirements to allow for the
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service population being greater than the resident population

THE COMMISSION IS INTERESTED IN RECEIVING FEEDBACK FROM COUNCILS ON THE FOLLOWING:
e DOES THE COMMISSION REASONABLY ASSESS COUNCILS’ EXPENDITURE REQUIREMENTS FOR
THOSE COUNCILS WHERE THEIR SERVICE POPULATION IS SIGNIFICANTLY LARGER THAN THEIR

RESIDENT POPULATION?

e [FNOT, SHOULD THE COMMISSION ADJUST ITS EXPENDITURE REQUIREMENT ESTIMATES BASED
ON THE NUMBER OF DWELLINGS IN EACH MUNICIPALITY?

e ARE THERE OTHER INDICATORS OF A COUNCIL’S SERVICE POPULATION THAT THE COMMISSION
SHOULD CONSIDER IN ASSESSING COUNCILS’ EXPENDITURE REQUIREMENTS?

As part of its process of
continual improvement, the
State Grants Commission
regularly seeks council
feedback and comments on its
approach to developing
recommendations for
allocating financial assistance
grants across Tasmania’s 29
councils.

The Commission is seeking
feedback from councils on
whether the Commission’s
current approach to assessing
councils’ expenditure
requirements includes
sufficient cost adjustments in
cases where the population
that receives services is
significantly larger than the
ABS estimate of the resident
population.
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Specifically, the Commission
is examining whether the
Absentee Population cost
adjustor takes sufficient
account of councils’
expenditure requirements in
these cases.

Background

The Commission bases its
estimates of councils’ total
expenditure requirement on the
number of residents in each
municipality as estimated by the
Australian Bureau of Statistics

To estimate each council’s
expenditure requirement for a
particular service, the
Commission starts by summing
the total of that expenditure type
by all councils and divides the
total by the total State
population to determine the

average per capita expenditure
rate.

The Commission then multiplies
the average per capita
expenditure rate by the number
of residents in each municipality,
based on the most recent
estimate of resident population
by the Australian Bureau of
Statistics (ABS). Commissions in
other jurisdictions use a similar
approach for determining the
average per capita cost per
resident.

The Commission then applies a
set of cost adjustors designed to
reflect the cost advantages or
disadvantages of each council.

Not all dwellings are occupied
when the ABS conducts its
census every five years. The
Commission applies an Absentee
Population cost adjustor across



the following expenditure
categories: general
administration; planning and
community amenities; waste
management and the
environment; and recreation and
culture.

The Commission had decided, in
establishing the Absentee
Population cost adjustor, that the
number of dwellings unoccupied
on census night provides a
reasonable indicator of the
extent to which the ABS
population estimates may
underestimate a council’s service
population.

In some municipalities, such as
Central Highlands, Tasman and
Glamorgan-Spring Bay, the
number of dwellings is very
large, relative to the resident
population. These municipalities
are popular locations for holiday
homes. On census night every
five years (a weekday in early
August), a very large number of
dwellings in these municipalities
are unoccupied. For example, for
the Central Highlands
municipality, 57.3 per cent of
dwellings were unoccupied on
census night in 2021, while for
Glamorgan-Spring Bay the
proportion unoccupied was just
under 50 per cent.

The owners of some of these
unoccupied properties may be
living in these properties for

most of the year, and therefore
residents, but simply absent on
census night. For a large number
of these dwellings, however, the
owners are not residents at those
locations. So far as the ABS is
concerned, persons occupying
these dwellings are not included
in the population of the
municipality.

However, these dwellings may be
occupied for part of the year by
the owners, and for part or even
most, of the year by family and
friends or holiday makers. The
relevant council may face very
similar 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.

For example, the administration
costs associated with issuing
rates notices and managing rates
revenue are the same for rates
collected from local residents as
from owners of holiday homes
who are resident outside the
municipality. Also, if a holiday
home is occupied for part of
most weeks, the council will likely
be collecting waste from that
dwelling for most weeks.

Even if a dwelling is unoccupied,
services from the council may be
required. For example, a holiday
home owner who resides outside

an east coast municipality may
seeks approval for alterations to
the property, such as an
extension or constructing a deck.
The owner must apply to the
relevant east coast council, which
requires the resources to assess
these applications.

However, the Absentee
Population cost adjustor results
in relatively small adjustments in
the recommendations for the
base grant, even for those
councils with a relatively high
rate, such as Tasman and
Glamorgan-Spring Bay Councils.

This is because as the base grant
covers around one quarter of the
assessed deficits of all relevant
councils, for every $1000 that
assessed costs increase, the
starting increase of the base
grant can only be around $250.
Also, the large urban councils,
which tend to have cost adjustor
rates of less than 1, are already
at the minimum grant level and
therefore their base grant cannot
be reduced; any increase in grant
to some councils must therefore
be at the expense of other non-
minimum grant councils.

Finally, the Commission's cap
and collars policy may also
reduce the impact on the base
grant allocations. The impact of
this cost adjustor is presented in
Table | below, which shows that
the additional grant funds to
councils such as Central



Highlands and Glamorgan-
Spring Bay have been very
modest.

The Commission is therefore
examining whether the current
Absentee Population cost
adjustor takes sufficient account
the service costs for those
councils where their service
population is significantly larger
than the ABS estimate of the
resident population.

Preliminary research
undertaken by Commission

The Commission has undertaken
preliminary work examining
whether, for councils in Tasmania
and Victoria, their expenditure in
the main categories in recent
years is more closely linked to
the number of dwellings than the
ABS estimates of resident
population.

Based on regression analysis, it
was found that the number of
dwellings has been a better
predictor of expenditure than the
size of the resident population.
In particular, for those councils
where, on census night, a large
number of dwellings were
unoccupied, their expenditure
tended to be explained more by
the total number of dwellings
than by population size.

If the number of dwellings does
provide a more accurate

indicator of council’s
expenditure, the Absentee
Population cost adjustor may
only partially reflect the
additional costs for some
councils.

As a hypothetical example, a
municipality may have a resident
population of 6 000 according to
the ABS and average of 2.3
persons per dwelling. However,
on census night, around 3 000
dwellings may be occupied and
2 000 dwellings unoccupied. If a
similar rate of 2.3 persons per
dwelling is applied to the
unoccupied dwellings, the
service population may be
almost twice the resident
population.

The Commission also considers
that the Absentee Population
cost adjustor may be misnamed
as a council’s service population
includes persons living in these
dwellings for much of the year.

Options

In light of the issues raised in the
Conversation Starter the
Commission is considering the
following:

¢ Investigate the impact of
using dwellings rather than
the ABS's resident population
as a basis for determining a
council’s average

expenditure, before any cost
adjustors are applied.

e Developing a new cost
adjustor, which would
replace the Absentee
Population cost adjustor, that
more accurately reflects the
costs councils face in cases
where their service
population is significantly
greater than the resident
population. A new cost
adjustor could be based on
the number of dwellings, the
number of all properties,
some other indicator, or a
combination of indicators.

The factors that result in
relatively small base grant
impacts under the Absentee
Population cost adjustor will also
apply to any revised cost
adjustor to reflect the size of the
service population. Therefore, it
is not expected that the outcome
would be a substantial re-
allocation of the base grant.

The Commission would like to
further discuss the issues raised
in this conversation starter with
councils during the upcoming
hearings and visits.

Council comments on this
Conversation Starter can take
any form councils wish —
including written comments
and/or discussion at the 2023
Hearings and Visits.



Table 1: Impact of the Absentee Population Cost Adjustor on the 2022-23 Base Grant entitlement '

Break O'Day
Brighton
Burnie

Central Coast
Central Highlands
Circular Head
Clarence
Derwent Valley
Devonport
Dorset

Flinders
George Town

Glamorgan-Spring Bay

Glenorchy

Hobart

Huon Valley
Kentish

King Island
Kingborough
Latrobe
Launceston
Meander Valley
Northern Midlands
Sorell

Southern Midlands
Tasman
Waratah-Wynyard
West Coast

West Tamar

State Total

Notes:

Base Grant Base Grant
Base Grant Distribution  |without Absentee Dollar Base Grant Distribution without Absentee Dollar
AFTER caps and collars (5}|Population CA (5} |impact BEFORE Caps and Collars (§) |Population CA (§) impact

1 446 000 1393183 52 817 1422 455 1347 075 75 380
1510 819| 1512 674 - 1855 1490 515| 1569275 - 78760
1542 661 1542 661 0 1695 956, 1730128 - 34172
2673711 2673711 0 2732364 2782834 - 50470
1050 238 1005 696 44 542 1031463 985 243 46 220
1434 298 1434 298 0 1449711 1440517 9194
1366 813 1366 813 0 1366 813| 1366 813 0
1448 674 1506309 - 57635 1426 039 1459436 - 33397
1489 659 14389 659 0 1629 406 1673646 - 44240
1544 757 1498 231 46 526 1518 662, 14388 068 30594
776 957 790507 - 13550 762 818 762 060 758
1334700 1337189 - 2489 1312702 1293622 19080
203 900 203 876 24 142 634 109 989 32645
1090 871 1090 871 0 1090 871 1090871 0
1251472 1251472 0 1251472 1251472 0
2131423 2134 682 - 3259 2099318 2071110 28 208
1554 545 1602586 - 48041 1528 175 1548688 - 20513
859421 860 940 - 1519 843 180 847332 - 4152
890 847 890 847 0 890 847 890 847 0
1142750 1142750 0 1191201 1183 707 7494
1577 587 1577 587 0 1577 587 1577 587 0
2 305038 2305038 0 2 311 260 2359511 - 48251
1292 043 1292043 0 1292 931 1314528 - 21597
1352 685 1313 252 39433 1334 325 1294 037 40 288
1927 766 1983965 - 56199 1894 398, 1915933 - 21535
568 061 534 397 33 664 565 966 516 725 49 241

1 854 566 18388 337 -337711 1825798 1830229 -4431
1512756 1510113 2643 1486 147 1457623 28524
2488822 24950153 - 1331 2458 826 2464933 - 6107
41 623 840| 41 623 840 0 41 623 840| 41 623 840 0

The impacts of the Absentee Population Cost Adjustor on the base grant entitlement (before/after caps and collars) has been
calculated by removing it from the calculation.
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