Estimating expenditure requirements based on the service population

In November 2023, the Commission issued Discussion Paper DP23-01 Review of the Financial
Assistance Base Grant Methodology. The Commission sought comment from councils on its
preliminary decision to calculate councils’ expenditure requirements based on estimates of the service
population based on the number of dwellings in a municipality and not just the resident population
as estimated by the Australian Bureau of Statistics (long term residents). The service population
would include, for example, those who stay in their holiday homes or in short stay accommodation.

While most councils agreed in principle to using an estimate of the service population, several raised
concerns over the Commission’s initial proposition that the cost of providing services to short stay
residents per person, is one half of the cost of providing services to long term residents. It was also
suggested that different rates may apply across the seven relevant expenditure categories used by
the Commission (listed below).

Following the responses received to the Discussion Paper, the Commission has further considered this
matter and has also examined how other commissions address this issue. During the upcoming
hearings and visits program, the Commission will be seeking councils’ views on appropriate
expenditure rates for services provided to short stay residents for the relevant expenditure categories.

The below table shows the seven expenditure categories used by the Commission for assessing each
councils’ expenditure requirements (excluding road expenditure which is estimated separately). It
includes the initial proposed estimate of 50 per cent across all expenditure categories, and other
proposed rates, including those based on the approach adopted by Victoria’'s Commission.

Expenditure Function Cost scale for non-residents (per cent)

General administration 50 33.33 25

Health, housing & welfare 50 33.33 250r0

Law, order & public safety 50 33.33 25
Planning & community amenities 50 33.33 25
Recreation & culture 50 33.33 25

Waste management & environment 50 33.33 25 or the number of

dwellings

Other 50 3333 25

The Commission acknowledges that councils are not likely to have detailed information on the share
of their expenditure that can be attributed to long term residents and to others who stay for shorter

periods in their municipality. However, the Commission considers that its current approach does not

adequately assess councils’ expenditure requirements, especially for those councils with a large share
of dwellings occupied by short stay residents, and that some adjustment to its approach is needed.



The Commission therefore seeks feedback from councils on appropriate rates to apply to short stay
residents, across the different expenditure categories, including whether any of the rates in the above
table are suitable.

Final Report of the Future of Local Government Review (October 2023): Recommendation
that applies to the State Grants Commission

In its final report, the Local Government Review Board made several findings relevant to the
Commission. Specifically, the Board reported that councils found that the Commission’s current
allocation methodology - in terms of both its underlying objectives and its technical application - is
not well understood. The Board also reported that councils consider that efforts should be made to
improve overall awareness and understanding among elected members given the grants pool
represents such a significant proportion of overall revenue for smaller regional councils in particular.
These findings are summarised in Recommendation 20 as follows:

The Commission welcomes any comments from councils on the Board’s recommendation.



