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4.1 OVERVIEW 

The ACT Government has a clear focus on investing in the core public services that 
Canberrans rely on. As our city grows, this means continuing to step up our investment in 
health and hospital services, schools and quality teachers, a new integrated public transport 
system, better suburbs and a more sustainable environment. 

The ACT’s total budget will reach $6 billion in 2019-20, with every dollar we collect in 
revenue being re-invested in services and infrastructure for the Canberra community.  

Like other governments around Australia, the ACT Government is addressing a more 
complex range of service delivery needs and challenges than ever before. Increased 
investment to support young people in out of home care, participants in the National 
Disability Insurance Scheme and the health needs of an ageing community, along with the 
need to tackle significant future challenges like climate change, are changing how we 
prioritise government spending over time.  

Keeping expenditure growth within revenue growth will continue to be a challenge as we 
respond to emerging community needs while balancing community expectations about the 
contribution residents will make.    

General Government Sector expenses are forecast to be $6.2 billion in 2019-20, 
representing 13.8 per cent of Gross State Product. Across the forward estimates, expenses 
are forecast to grow by an average annual rate of 4 per cent, reflecting increases in health, 
general public services and education. 
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4.2 EXPENSES AND FORWARD ESTIMATES 

General Government Sector expenses are forecast to be $6.2 billion in 2019-20, 
representing 13.8 per cent of Gross State Product. Expenses are forecast to grow by an 
average of 4 per cent a year over the next four years.  

Figure 4.2.1 shows General Government Sector expenses as a percentage of Gross State 
Product over a 10-year period. The peak in 2014-15 reflects the costs associated with the 
Loose-fill Asbestos Insulation Eradication Scheme, with the ratio returning to lower levels in 
recent years and forecast to reduce further over the forward estimate period.  

Figure 4.2.1: General Government Sector total expenses as a percentage of Gross State Product 
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Note: 
1. Total expenses for the General Government Sector excludes the impact of Large-scale Generation Certificates. 
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Estimated expenses by function  

When categorised in accordance with the Classification of the Functions of Government 
Australia methodology, health, education and general public services are the most 
significant areas of General Government Sector spending. These functions jointly account 
for around 70 per cent of all government expenses in 2019-20. 

The categorisation of expenses under this methodology facilitates meaningful comparisons 
of the proportion of government resources spent on functions over time and between 
jurisdictions. However, as the methodology uses specific definitions, the classifications can 
differ from the thematic or structural presentation of government spending included 
elsewhere in the budget papers.  

Table 4.2.1 sets out the estimates of General Government Sector expenses by function 
under the Classification of the Functions of Government Australia methodology for 2018-19 
to 2022-23. 

Table 4.2.1: General Government Sector expenses by function  

2018-19 
Budget 

$’000 

  2018-19 
Est. outcome 

$’000 

2019-20 
Budget 

$’000 

2020-21 
Estimate 

$’000 

2021-22 
Estimate 

$’000 

2022-23 
Estimate 

$’000 
             

1,530,917 Health 1,582,327 1,634,232 1,713,791 1,791,648 1,846,405 
1,322,986 General public services 1,192,642 1,353,880 1,413,631 1,456,889 1,479,428 
1,229,655 Education 1,282,111 1,305,338 1,360,646 1,420,649 1,484,603 

460,232 Public order and safety 467,717 502,676 511,279 527,389 539,656 
375,448 Social protection 417,810 465,674 462,612 477,481 495,042 
355,631 Transport 378,601 420,944 434,062 452,469 464,444 
229,911 Recreation, culture and religion 201,538 208,968 211,115 215,706 219,667 
119,519 Environmental protection 116,810 118,272 113,626 116,182 119,930 
101,511 Economic affairs 94,293 86,274 159,589 99,184 101,386 

92,360 Housing and community amenities  65,436 61,709 60,221 61,039 62,698 
5,818,171 Total expenses 5,799,285 6,157,966 6,440,570 6,618,635 6,813,259 

Note: Numbers may not add due to rounding. 

Significant areas of growth across the forward estimate period include health, education, 
transport, social protection, public order and safety and general public service functions. 
The growth in these areas largely reflects the expansion of services to meet population 
growth and the impact of reforms such as the full-scheme of the National Disability 
Insurance Scheme, as well as underlying increases in wages and superannuation expenses 
for the ACT Government’s 21,000 strong workforce.  

Decreases between years generally reflect the planned completion of programs, for 
example, the Asbestos Response Taskforce, or one-off impacts. As the expense data refers 
to the General Government Sector, government expenditure in the Public Trading 
Enterprises Sector – such as the provision of social housing services through Housing ACT – 
is largely excluded.  
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Where will Government spending go in 2019-20? 

Approximately half of the Government’s total spending relates to healthcare and education, 
demonstrating the strong priority we place upon these essential public services.  

General public services account for 22 per cent of expenses. This category refers to 
expenses relating to the organisation and operation of government, including enabling 
services for other functions such as shared services activities and whole of government 
insurance costs. It also includes the delivery of Access Canberra as an efficient and 
accessible point of contact for Canberrans to do business with government.  

The remaining government expenses are mainly for public order and safety, social 
protection and transport, as shown in Figure 4.2.2.  

The share of spending allocated to any individual area of government necessarily affects the 
shares of all other areas. For example, the 2019-20 Budget makes a significant investment in 
support for Canberrans with disability and growing justice services. As a result of these large 
investments, other areas of government may represent a smaller share of total spending 
than in previous years. However, this does not mean the Government’s investment in these 
areas is falling in dollar terms. 

Over time, we invest the ACT’s Budget in relatively stable proportions with health 
representing approximately one third of total spending and education representing about 
one quarter.  

Figure 4.2.2: Components of 2019-20 General Government Sector expenses 
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Consolidated General Government Sector expenses 

Total expenses for the General Government Sector are expected to be $5.8 billion in 
2018-19, growing to $6.2 billion in 2019-20. As in prior years, almost half of the expenses in 
2019-20 relate to employee wages and superannuation. 

The estimated outcome for expenses in 2018-19 is $18.9 million lower than the original 
2018-19 Budget forecast, primarily due to the net effect of impacts considered further 
below. 

Table 4.2.2: General Government Sector expenses 

2018-19 
Budget 

$’000 

  2018-19 
Est.  

outcome 
$’000 

2019-20 
Budget 

$’000 

 
Var 

% 

2020-21 
Estimate 

$’000 

2021-22 
Estimate 

$’000 

2022-23 
Estimate 

$’000 

  Expenses             

2,060,032 Employee expenses 2,089,669 2,151,451 3 2,195,936 2,245,992 2,286,190 
 Superannuation expenses       

378,066 Superannuation interest cost 305,767 390,951 28 402,759 413,815 424,077 
328,592 Other superannuation 

expense 
399,113 331,819 -17 338,056 337,948 337,659 

435,806 Depreciation and amortisation 414,151 475,983 15 492,085 510,303 524,005 
199,977 Interest expense 178,896 217,714 22 229,938 242,420 231,096 

 Other operating expenses         

1,108,504 Supplies and services 1,085,877 1,064,745 -2 1,170,555 1,323,175 1,445,358 
224,202 Other operating expenses 230,467 273,827 19 276,389 281,465 287,408 

1,082,992 Grants and purchased services 1,095,345 1,251,476 14 1,334,852 1,263,517 1,277,466 
5,818,171 Total expenses 5,799,285 6,157,966 6 6,440,570 6,618,635 6,813,259 

Factors affecting expense levels 

Employee expenses 

The increase of $29.6 million in the 2018-19 estimated outcome from the original budget is 
mainly due to forecast growth in health activity.  

Employee expenses are forecast to grow by $61.8 million, or 3 per cent, in 2019-20 
compared to the 2018-19 estimated outcome. This increase is largely due to the impact of 
new initiatives, growth in wages and staffing growth due to an expected increase in school 
enrolment numbers.  

Superannuation interest costs and other superannuation expenses 

Superannuation interest costs and other superannuation expenses represent expenses in 
relation to the defined benefit Commonwealth Superannuation Scheme and Public Sector 
Superannuation Scheme superannuation liabilities. Other superannuation expenses also 
captures defined contribution superannuation arrangements, including the Public Sector 
Superannuation accumulation plan and choice of fund arrangements for existing staff. 
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Variations between the 2018-19 Budget, the 2018-19 estimated outcome and the 
2019-20 Budget are mainly due to the discount rate applied to value the defined benefit 
superannuation liability, as well as the results from the latest actuarial review which uses 
salary and membership data at 30 June 2018. The lower discount rate at 30 June 2018 of 
3.11 per cent, as compared to the long-term budget discount rate assumption of 5 per cent, 
decreased the superannuation interest cost and increased the superannuation service cost 
for the 2018-19 financial year. 

Depreciation and amortisation 

Depreciation and amortisation in 2018-19 is estimated to be $21.7 million, or 5 per cent, 
lower than the original budget. This is largely due to delays in the recognition of assets for 
Stage 1 of light rail and revised completion dates for capital works projects. 

Depreciation and amortisation expenses are estimated to increase in 2019-20 by 
$61.8 million, or 14.9 per cent. This increase mainly reflects the expected completion of 
capital works and the impact of implementing a new accounting standard in 2019-20 that 
changes how we account for building, vehicle and ICT leases. 

Interest expenses 

Interest expenses represent the cost of borrowing to fund infrastructure investments. 

The decrease of $21.1 million in interest expenses in the 2018-19 estimated outcome 
compared with the original budget is mainly due to lower finance costs for leases 
($14.8 million) and lower market borrowing costs ($6.3 million). 

The increase of $38.8 million in the 2019-20 Budget from the 2018-19 estimated outcome is 
due to higher lease finance costs ($9.5 million), higher market borrowing costs due to higher 
outstanding borrowings in 2019-20 ($31 million) and lower interest costs on Commonwealth 
loans as the loans are repaid ($1.6 million). 

Supplies and services 

Supplies and services expenses comprise supplies, repairs and maintenance, consultant and 
contractor expenses, as well as payments for ACT Policing. 

The 2018-19 estimated outcome for supplies and services expenses is expected to be 
$22.6 million, or 2 per cent, lower than the original budget. This decrease is mainly due to 
lower monthly service payments due to the delay in the commencement of Stage 1 of light 
rail. 

Supplies and services expenses are forecast to decrease by $21.1 million in 2019-20, or 
1.9 per cent from the 2018-19 estimated outcome. This decrease is mainly due to a 
reduction in expenses relating to the Public Housing Taskforce as the program is nearing 
completion. 
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Other operating expenses 

Other operating expenses consist of cost of goods sold, insurance-related costs, 
concessions, school account expenses, and other miscellaneous expenses.  

Other operating expenses in 2018-19 are estimated to be in line with the original budget. 

In relation to the 2019-20 Budget, the increase of $43.4 million, or 18.8 per cent, from the 
2018-19 estimated outcome is mainly due to the recognition of workers compensation 
claims expenses related to the creation of the Public Sector Workers Compensation Fund.  

Grants and purchased services 

Grants and purchased services expenses in 2018-19 are estimated to be in line with the 
original budget. 

Grant expenses are expected to increase by $156.1 million, or 14.3 per cent, in 2019-20. This 
increase is mainly due to Public Private Partnership Service Payments associated with 
Stage 1 of light rail, higher grants for out of home care and the National Disability Insurance 
Scheme, and the impact of new policy initiatives. 
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Community Service Obligations 

Community Service Obligations primarily relate to Public Trading Enterprises. The definition 
adopted by the ACT Government is the one used by the Steering Committee on National 
Performance Monitoring of Government Trading Enterprises, established through the 
Special Premiers’ Conference in 1991. This states: 

‘A Community Service Obligation arises when a government specifically requires a 
public enterprise to carry out activities relating to outputs or inputs, with identified 
public benefit objectives, which it would not elect to do on a commercial basis, and 
which the government does not require other businesses in the public or private sector 
to undertake, or which it would only do commercially at higher prices.’ 

The Government extends the policy to other business units, regardless of whether the unit 
is formally a Territory-owned corporation or a statutory authority, and irrespective of its 
organisational structure.  

The separate identification of Community Service Obligations provides transparency of the 
full cost of services as well as the financial implications of Government decisions in the 
provision of services to specific targeted groups in the community. 

Table 4.2.3: Community Service Obligations funded in the 2019-20 Budget 

CSO provided by: 2019-20 
Budget 

$’000 

 Description 

Chief Minister, Treasury and Economic 
Development Directorate 

  

 Exhibition Park 484  Compensation for charging below market rates, as a result of 
Ministerial direction, or agreements entered into by the 
Government. 

     
 Icon Water Limited 6,849  Rebates on water and sewerage charges for concession card holders, 

schools, churches, hospitals, benevolent and charitable institutions, 
and remissions provided by the ACT Civil and Administrative 
Tribunal. 

     
 ActewAGL/ 

Origin Energy/ 
Energy Australia 

26,677  Rebates on energy bills for concession card holders and community 
groups, and remissions provided by the ACT Civil and Administrative 
Tribunal. 

     
 Several Funeral Directors 307  Support provided to Canberrans through the Funerals Assistance 

Program. 
     
 Transport Canberra 

Operations 
9,111  Rebates on public transport for adult and student concession card 

holders. 
     

Public Trustee and Guardian   
 Public Trustee and 

Guardian 
527  Financial Management under ACT Civil and Administrative Tribunal 

orders, Enduring Power of Attorney, welfare funerals, Australian 
Federal Police callouts, estates and trusts administered valued at 
less than $100,000, the examination of external ACT Civil and 
Administrative Tribunal orders and will preparation.  

     
     



2019-20 Budget Paper No. 3 190 Expenses and forward estimates 
 

CSO provided by: 2019-20 
Budget 

$’000 

 Description 

Transport Canberra and City Services 
Directorate 

  

 Yarralumla Nursery 306  Free plant issue. 
     
 Transport Canberra 

Operations 
171,526  Funding provided to Transport Canberra Operations to operate 

network (bus and l ight rail) services. 
     

Environment, Planning and 
Sustainable Development 
Directorate 

  

 ACT Forests 2,296  Provision and upkeep of public use areas within ACT Forests. 
     

Total Community Service 
Obligations 

218,083   

Community Sector Funding 
The Government provides funding for not-for-profit non-government community 
organisations that deliver human services through a multi-year Service Funding Agreement 
to meet increasing wage-related and administrative costs. 

Annual funding increases are calculated using the following formula: 

Community Sector Funding Rate = (Wage Price Index × 0.8) + (Consumer Price Index × 0.2). 

Table 4.2.4 sets out the rates that have been applied to eligible community sector funding 
for the 2019-20 Budget. 

Table 4.2.4: Community Sector Funding Rate  

  2019-20 
Budget 

% 
Wage Price Index 2.5 
Consumer Price Index 2.25 
Community Sector Funding Rate  2.45 
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