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Expenditure definition and scope
This chapter provides guidance on the definitions and scope of expenditure to be allocated to each of the Government Purpose Classification (GPC) categories (chapter 4), and to the identifiable Indigenous expenditure (chapter 3).
A summary of the ABS Government Finance Statistics (GFS) definition of expenditure used by the Indigenous Expenditure Report is provided in section 2.1. The scope of services and agencies for which expenditure should be reported is defined in section 2.2. The treatment of inter-government transactions is detailed in section 2.3. Other issues related to the collection are discussed in section 2.4.
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Expenditure definition

A key commitment of the Indigenous Expenditure Report is that the data collected under the National Framework should be conceptually reconcilable with estimates of government expenditure published by the ABS or in the jurisdictions’ budget statements and annual financial reports.

To meet this commitment, the Indigenous Expenditure Report method adopts the definition of expenses specified by the ABS Australian System of Government Finance Statistics Concepts, Sources and Methods
. This allows for a consistent definition between the Indigenous Expenditure Report method and the definitions of expenses used by the GFS collection, as presented in the ABS GFS net operating balance.
Definition
In the GFS framework expenses are transactions that reduce net worth. The Indigenous Expenditure Report uses the ABS GFS definition of total expenses, and includes the following expense types:

· employee expenses (uncapitalised) — expenses relate to compensation of employees and reflect those expenses accrued as a result of services provided by employees in the current period. They include wages and salaries, annual leave, long service leave and superannuation
· non-employee expenses — operating expenses that are not related to the compensation of employees, such as the purchase of goods and services
· depreciation and amortisation — refers to the accounting process by which the costs of assets are written off over time. Depreciation and amortisation charges are allocations of the cost of assets over their useful life. Depreciation usually relates to non-current tangible assets that are written off because they wear out or become obsolete. Amortisation usually relates to consumption of non‑produced assets
· current transfer expenses — regular payments that are current in nature and where no economic benefits are received in return for payment
· capital transfer expenses — unrequited payments of a capital nature that are usually non-recurrent and irregular for donor or recipient
· property expense — requited current transfers involving payment for the use of property rights. Includes interest, income transfers, land rent, royalties and dividends.

Further information on the GFS framework and detailed definitions of expense types can be found in the ABS Australian System of Government Finance Statistics Concepts, Sources and Methods, 2005 (cat. no. 5514.0).

Expenditure categories

The method uses the ABS GPC to categorise expenditure by purpose. The definitions and guidelines for the type of expenditure that should be allocated to each category are provided in chapter 4. 
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Scope of expenditure

For the purposes of the Indigenous Expenditure Report, the scope of expenditure is defined as all expense transactions (as defined in section 2.1) undertaken by the ‘general government sector’ of the Australian, State and Territory governments (box 2.1). 

	Box 2.
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The general government sector

	The ABS GFS includes the following definitions:

· government units — ‘legal entities established by political processes that have legislative, judicial or executive authority over other institutional units within a given area’ (SNA93). Government units provide goods and services to individuals and the community at large; they redistribute income and wealth; and they engage in non‑market production, which is production made available free or at prices that do not have a significant influence on the amounts that the producers are willing to supply or purchasers wish to buy

· government general sector — all government units of the Commonwealth Government, each state and territory government, and each local government authority, as well as all resident non-market non-profit institutions (NPIs) that are controlled and mainly financed by those governments.

The scope of the 2012 Indigenous Expenditure Report is the Australian Government and each State and Territory government's general government sector. The direct expenditure of ‘multi-jurisdictional’ and ‘local government’ units are excluded:
· multi‑jurisdictional expenditure — mainly universities, is not included as government expenditure. However, Government funding to these agencies is included as expenditure

· local government expenditure — is not currently collected as part of the 2012 Indigenous Expenditure Report method, but will be brought within scope in future reports. The current scope of expenditure includes Australian and State and Territory funding to local governments.

	Source: ABS (Australia Bureau of Statistics) 2005. Australian System of Government Finance Statistics: Concepts, Sources and Methods, cat. no. 5514.0, Canberra.

	

	


Specific scope issues

Public corporations

The general government sector excludes public corporations — government controlled bodies set up to engage in market and quasi‑market activities (such as government trading enterprises). Examples of public corporations include government owned energy, transport, water utilities and housing authorities. These bodies could be responsible for providing concessional (or below market rate) services in areas such as water, sanitation, fuel and energy, or housing.

The direct expenditure of public corporations is not within the scope of general government expenditure. However, grants and compensation for community service obligations paid by government to public corporations should be allocated to the relevant expenditure purpose category.

Multi-jurisdictional sector

The ABS GFS defines multi-jurisdictional government units as organisations that are controlled by more than one government — such as universities — in this classification.

The direct expenditure by multi‑jurisdictional units is not in‑scope of the Indigenous Expenditure Report. However, grants and expenditure to these bodies should be included as a part of the relevant jurisdiction’s expenditure.

Local government

Local governments provide many services to people in their local areas and are considered part of the GFS general government sector. 

The direct expenditure of local governments is currently not in‑scope of the Indigenous Expenditure Report. However, grants from Australian, State or Territory jurisdictions to local governments should be included as a part of the relevant jurisdiction’s expenditure.
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Inter‑government transactions 

Australian Government, and State and Territory Government expenditure is a combination of: 
· direct expenditure — expenditure on services and programs that are paid directly to individuals, non-government service providers, or local governments. For example, unemployment benefits that are paid by the Australian Government directly to eligible recipients, or expenditure on school education services by the States and Territories
· indirect expenditure — payments or transfers made between jurisdictions, or between different levels of government. A large proportion of Australian government expenditure is indirect. Indirect expenditure includes Australian Government general revenue assistance to State and Territory governments (such as Goods and Services Tax (GST) payments), which they then allocate to different areas. 

Indirect expenditure must be eliminated to avoid double counting the expenditure. This is particularly important where the Australian Government provides grant funding to State and Territory governments that ultimately either purchase or provide the programs or services.

The 2012 Indigenous Expenditure Report method attributes expenditure to the level of government where the cost of service provision is incurred.
 For example, Australian government grants to the States and Territories will be counted as States’ and Territories’ expenditure (because this is where funds pass to the private sector) and should be eliminated from the Australian government expenditure to avoid double counting. 

The ABS GFS Source/Destination Classification code should allow jurisdictions to identify transactions with other governments by GPC category. 

Jurisdictions are to provide both total expenditure and any inter‑government transfers as part of their data returns. In many cases, there are no inter‑government transfers, and a corresponding nil entry should be entered.
Exceptions

There may be a limited number of circumstances where divergence from the guidelines could be necessary. For example, ACT contracts with the Australian Government for police services, and with NSW for correctional services. These are effectively purchases of services where the provider happens to be another jurisdiction. 

For comparative purposes, it is more meaningful to treat these as a purchase of service by the government whose population receives the service. For example, police services provided to the ACT Government by the Australian Federal Police should be recorded as ACT expenditure on police services and eliminated from Australian Government expenditure.

Where these adjustments are deemed necessary for comparability purposes, they are on an exception basis and specifically identified in the GPC guidelines. Most of these exceptions relate to service arrangements in the ACT and NT.
� ABS (Australia Bureau of Statistics) 2005. Australian System of Government Finance Statistics: Concepts, Sources and Methods, cat. no. 5514.0, Canberra.


� 	This includes the purchase of services from ‘private providers’, ‘government trading enterprises’, and ‘local governments’. For ‘government provided services’, this would be the level of government where the wages and other costs associated with service delivery are incurred.
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