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Introduction 

 
The purpose of a Long Term Financial Plan (LTFP) is to express, in financial terms, the activities 

that Council proposes to undertake over the medium to longer term to achieve its stated objectives 

outlined in the Strategic Management Plan. The Long Term Financial Plan is an important 

management tool which highlights anticipated movements in annual cash flows and links Council’s 

level of borrowings and financial assets with its activities. 

 

This document presents the Long Term Financial Plan for the years 2019/20 to 2028/29. The basis 

of the LTFP is consistent with the Financial Statements 30 June 2018 and the 2018/19 Annual 

Business Plan and Budget adopted by Council and any authorised amendments and material 

financial impacts, being a $654,844 payment of Supplementary Grant on the 27 June 2019. The 

LTFP also incorporates the Asset Management Plans projections for new, upgraded and renewal of 

assets for the next 10 years.  This is a fluid document, which will be updated and amended over time 

as circumstances change. Council will review’s its LTFP once annually during the preparation of its 

Annual Business Plan and Budget.  In addition, a full review is required within two years after a 

Council election. Council will continue to explore opportunities to return to surplus earlier than 

projected. 

 

Council has large asset holdings, such as an extensive road network, numerous buildings and 

structures, etc., and a relatively small population and rate revenue base. Our financial modelling 

shows we cannot afford to maintain and replace all of the assets we currently own and continue to 

provide the current levels of service without adjustments to either the levels of service or increases 

in rate revenue. Council has adopted a rating strategy that seeks to achieve a reasonable degree of 

stability and predictability in the overall rates burden over time, while ensuring ratepayers are paying 

for those services and infrastructure maintenance obligations they are consuming. 

 

As such, Council’s draft Long Term Financial Plan assumes rate revenue forecasts have been 

based 4.1% based on existing assessments receiving an increase of 3.6% to cover increases in the 

consumer price index (CPI) and sustainability over the term of the plan with an additional 0.5% 

increase from growth (new development).  The exception being that after public consultation at the 

June Council meeting Council has decided to only increase existing assessment by 2.9% plus 

growth for 2019/20.  The actual increase payable by any individual ratepayer may be more or less 

than this depending on the movement in the capital value of their property, while also considering 

asset management strategies, efficiency and service levels, to ensure that we remain financially 

sustainable. 

 
This review of the plan is based on the final budget review of 2018/19 that has been endorsed by 

Council.  Each income and expenditure item has been examined and updated to reflect our normal 

service levels. Any additional items or c h a n g e s  i n  service levels that are expected to occur 

are included in the relevant years. It has also been undertaken based on a number of 

assumptions, which are detailed in the plan. These assumptions are reviewed on an annual 

basis. 

 
In reviewing its Long Term Financial Plan, Council must be aware of its key financial 

indicators. These indicators provide Council with information that demonstrates the sustainability 

of its operations. The 10 year plan aims for Council to move from an operating deficit to a 

surplus in year 10 and to overall reduce its net financial liabilities ratio from 105% in 2019/20 

to 38% in 2028/29 (or 55% of its general rates) and to protect  its assets by having an 

asset sustainability ratio target of between 85% to 115% and averaging over any 5 years 

period 100%. 
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The key challenges arising from within this LTFP are: 

• implementation and funding of appropriate asset management principles to ensure cost 

effective management of all Council’s assets 

• meeting the ongoing expectations of our community with regard to service delivery  

• managing the impact of cost shifting from other levels of government 

• the use of debt as a means of funding asset renewal and rehabilitation 

• ensuring the financial sustainability of Council operations. 

 

Rate Capping 

 

The LTFP has not catered for any future introduction of rate capping by the Liberal State 

Government, as to date the method of calculating the annual cap has not yet been released and the 

drafted legislation is yet to pass parliament  If the rate capping legislation is passed then the LTFP 

will need to be reviewed, three scenarios have been given to show the possible impact on general 

rate revenue.  The year ending December 2018 LGPI index was 2.7%, and it is assumed that 30 

new rateable properties will be created annually. 

Two scenarios have been calculated to show the financial impact of capping on the 2020/21 

Financial Year. 

 

The above is the impact of only one year of the LTFP, consecutive years of capping would have a 

compounding effect on the General Rate Revenue in future years. 

Notice of Inquiry Local Government (May 2019 – November 2019)  

The South Australian Government has asked the Commission to undertake an inquiry into local 

government costs and efficiency to identify options to improve efficiency and financial accountability 

and create capacity to pass on cost reductions to rate-payers. 

The terms of reference for the inquiry state that the Commission is to consult local government and 

other key stakeholders on the methodology to be used for its analysis and consult state-wide with 

councils, community groups and relevant professional bodies. 

The Commission will shortly release a methodology paper. This paper will seek feedback from 

interested parties on its approach and will also seek information and advice on a range of matters to 

assist it in drafting the draft report. 

The Premier has directed that a draft report be made available in August and a final report on 22 

November 2019. 
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Assumptions used in the Long Term Financial Plan 
 
The LTFP is based on a number of assumptions and any shift in the actual results compared to the 

assumptions will cause variations to the LTFP forecast. A number of these underlying key 

assumptions have been listed along with a calculation of the dollar value and the equivalent 

percentage of general rates to offset the variation. 

 
Material variations between the assumptions and actuals over several years would have a very 

significant impact of the LTFP forecast results due to the compounding effect year on year into the 

future. 

 
Consumer Price Index CPI / Local Government Price Index (LGPI) 
 
The average of the Adelaide CPI over the past 5 years, expected future levels of CPI, the last 5 
years average and December 2018 current levels have been considered to use a CPI estimate of 
1.6%. 
The average operating cost increases for local government materials, contracts and other service 
costs are estimated using the LGPI as prices of these items move in different ways to how average 
household prices move. The LGPI is similar to the Consumer Price Index (CPI) but represents the 
movements of prices associated with goods and services consumed by local government in South 
Australia Local Government sector. It is prepared and updated on a quarterly basis by the South 
Australian Centre for Economic Studies.  The Local Government Price Index for the year ending 31 
December 2018 was operating expenses 2.5% and capital expenses 3.1% or a combines rates of 
2.7%. 
 
Statement of Comprehensive Income 
 
The plan assumes overall service levels will remain materially unchanged throughout the planning 
period except as specified below: 

 Provision has been made for outlays for major new/upgraded assets that will add to service 

levels as per the capital works listing included in the plan 

 Some specific services may be varied or additional services added over time in response to 

changes in community needs and preferences. It is assumed that any such variations will be 

made without impacting on overall operating expense levels except where otherwise 

specified. 

 As initiatives and actions specified in Council’s strategic plans are prioritised and costed they 

are added into the financial plan. 

 
Recurring Government Grants 
Financial Assistance Grants (General & Local Roads) $3,906,500 
It is assumed that these grants will increase annually at 1.6% per annum.  Note that in June 2019 an 
amount of $1,948,500 is expected to be received in advance for 2019/20 as announced in the 
Federal April 2019 Budget a. 
 
Special Local Roads Program Funding - $1,281,000  
The LTFP has included grant income for the next two years being for Murraylands and Milendella 
Roads 2019/20 $880,000.  In 2020/21 grants have been included for North Terrace to the amount of 
$345,000.  If the grants applications are not successful then these projects will not proceed. 
 
Roads to Recovery - $663,700 
As announced in the Federal April 2019 Budget the five year program has been guaranteed until 
2023/24, the balance of the future years in the LTFP it has been assumed that funding will continue 
at the minimal base allocation of $391,000 in years 6 to 10, the grant being discounted in real terms 
throughout the future LTFP. 
 
Supplementary Road Grant 
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In June 2019 the Council received $654,932 being an advance payment for 2019/20 and 2020/21, 
no grant income has been included in the LTFP for years 1 to 10.  The base allocation of the 
Supplementary Grant for 2018/19 was $327,500. 
 
Library Operating $25,000 
It is assumed that this grant will continue and will increase approximately in line with CPI. 
Any other operating grants are assumed not to be continued. 
 
Rates 
Rate increases are assumed to occur at an annual rate of 3.6% for existing properties to cover CPI 
(estimated 1.6%), sustainability and projects (2%) plus an additional 0.5% generated by 
development growth to total an overall increase of 4.1% annually.  The exception being at the 11 
June 2019 Council resolved that the draft 2019/20 budget be prepared with a maximum of 2.9% rate 
increase for existing assessments plus growth. 
 
Community Wastewater Management Systems (CWMS) Service Charges 
Annual increases for Community Wastewater Management Systems (CWMS) service charges have 
been estimated to increase by 1.6% to cover current and future maintenance and capital renewal in 
line with the CWMS Asset Management Plan estimates.  It is planned to further review the cost 
recovery of the service charges, to ensure that each scheme has sufficient reserves to cover 
estimated annual maintenance costs and minor capital renewal items.  Major renewal capital items 
and upgrades will require additional contributions from property owners. 
 
Kerbside Collection of Recyclables 
The service fee has been reduced in the 2019/20 year due to renegotiations of the collection 
contract.  Future annual increases of fortnightly collection service have been estimated to increase 
by 1.6% throughout the LTFP. 
 
Other Service Charges 
Annual increases for the Bowhill Multi-Access Television system and Water Supply have been 
estimated to increase by 1.6%.  
 
Operating revenue from all sources except where otherwise stated is expected to remain constant in 
real terms over the plan period. 
 
User charges have been forecasted to increase by 1.6%, no additional growth has been added to 
the future estimates. 
 
Employee Costs 
The level of employee costs is based on estimated full time equivalent (FTE) resource levels, with 
future rationalisation and future efficiencies there will be a reduction of approximately 5 FTE staff 
during the 10 years’ forecasts. The current Enterprise Agreement increases are linked to Adelaide 
CPI, this is also expected to continue in future agreements. 
 
Materials, Contracts & Other Services 
The average operating cost increases for local government materials, contracts and other service 
costs are estimated using the Local Government Price Index (LGPI) as prices of these items move in 
different ways to how average household prices move. The LGPI is similar to the Consumer Price 
Index (CPI) but represents the movements of prices associated with goods and services consumed 
by local government in South Australia Local Government sector. It is prepared and updated on a 
quarterly basis by the South Australian Centre for Economic Studies. 
 
The overall LGPI Capital Expenditure used in the LTFP is 1.8% per annum (based on the last 5 
years LGPI average being 2% but moderated due to the last 6 months trending downwards). This 
price index is used because it better reflects the 'basket of goods' purchased by local government 
than the standard CPI does. 
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The overall LGPI Operating Expenditure used in the LTFP is 1.6% per annum (based on the last 5 
years LGPI average being 1.9% but in the last 6 months has been trending downwards).  Material, 
contracts and other expenditure has been reduced in the 10 years by an overall total of $225,000 (by 
$25,000 annually in the last 9 years of the LTFP), these reductions by management will be gained 
through efficiencies and procurement savings. 
 
Capital Renewal (annual increase for the replacement of existing assets) 
Provision has been made for outlays on renewal, replacement and maintenance of depreciable 
assets under Council’s care and control consistent with recommended outlay levels shown in 
Council’s various Asset Management Plans. 
 
Capital renewal has been sourced from Council’s Asset Management Plans for Roads, Plant and 
Community Wastewater Management Scheme (CWMS), footpaths and Bridges, forward figures are 
appropriately indexed in future expenditure years.  Council’s remaining uncompleted Asset 
Management Plans being Buildings and Stormwater are expected to be adopted in the near future, 
on adoption there may be additional capital renewal expenditure to be incorporated into the next 
review of the LTFP.  As Asset Management Plans are created or reviewed, the new figures will be 
entered into the Long Term Financial Plan. 
 
Depreciation / Asset Revaluations 
Depreciation is based on regular asset valuations performed for Council’s transport infrastructure 
assets, CWMS assets, land, buildings and structures. The Long Term Financial Plan uses these 
valuations as the basis for its depreciation figures. The aggregate depreciable value of currently 
existing assets is assumed to remain constant in real terms throughout the plan period except where 
Council has planned for the upgrading of existing assets and the acquisition of new additional 
assets.  In the plan all assets have deemed to be revalued every year as a result, the annual 
depreciation expenses have constantly increasing annually throughout the plan instead of only 
increasing in the future years when revaluations are expected.  On average depreciation expense 
increase by 1.96% throughout the ten years of the LTFP. 
 
Funding Requirements 
No additional fixed term loans (Fixed Interest Rates) are included in the Long Term Financial Plan as 
any funding shortfall is covered by using our Cash Advance Debenture facilities (Variable Interest 
Rates) with the Local Government Finance Authority.  Cash Advance Debentures interest rates 
historically on average 0.5% to 0.4% lower than Fixed Term Loans. 
 
Interest Rates 
Interest rates payable on loans have been calculated as being the actual rate against the various 
Fixed Term Loans with the balance of finance being sourced at the current Cash Advance 
Debenture rate of 3.35%. 
 
The average nominal interest rate earned on invested funds is assumed to be as per current rates of 
1.25%. 
 
Material Future Residential Land / Industrial Developments  
Future developments are expected to occur within the Council area. However, as there is no 
accurate estimate of the amount or timing of the completion of these developments at this stage, 
future assets free of charge have not been included in the Long Term Financial Plan or any 
additional levels of income in relation to General Rates or Service Charges.   As previously 
mentioned the LTFP has assumed an annual 0.5% growth factor. 
 
Sale of Assets – Profit/Loss on Disposal 
Council will continue to identify surplus assets including land that will be placed for sale, no 
allocation for these sales have been included in the LTFP, as timing and expected income in any 
one year cannot be reliably estimated at this stage. 
 
It is assumed that all assets that will be sold/disposed in the future will be at book value, therefore no 
Profit/Loss on disposal has been forecasted. 
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Sensitivity Analysis related to the 2019/20 Financial Year 

 

The LTFP is based on a number of assumptions and so any shift in the actual results compared to 

these assumptions will cause variations to the LTFP forecast. A number of these underlying key 

assumptions have been listed along with a calculation of the dollar value and the equivalent 

percentage of general rates to offset the variation. 

 

Material variations between the assumptions and actuals over several years would have a very 

significant impact of the LTFP forecast results due to the compounding effect year on year into the 

future. 

 

Interest Rate Movement 

0.5% plus / minus on interest rates 2019/20 equals $82,500 or equivalent to 0.50% of general rates 

income, based on average approximately $16,413,000 borrowed on a variable CAD facility.  The 

balance of borrowings are fixed interest term loans. 

 

Financial Assistance Grant (FAGs) Reduction 

1% plus / minus of FAGs in 2018/19 equals $39,100 or equivalent to 0.29% of general rates income. 

 

Growth Variation from projected 

0.25% plus / minus of growth equals $41,000 or equivalent to 0.25%of general rates income. 

 

Variation in Operating & Capital Expenditure 

1% plus / minus of Operating Expenses (including Depn) $251,800 

1% plus / minus of Capital Expenses      $83,900 

Total $335,700 

or equivalent to 2.45% of general rates income 

 

Other Factors 

There are a number of other factors that may have an impact to the LTFP, many may not be able to 

be foreseen such as changes to the level of government taxes.  This was evident with the 

introduction of a new tax on quarry material extracted from borrow pits in 2015/16 which amounted 

to an estimated extra $57,000 expenses for the next four years or equal to 0.51% of general rates.  

The new State Liberal Government has advised Council that the Rubble Tax will now will longer be 

payable after the 30 June 2019. 

 

Other factors worth mentioning that can have an effect include the Australian dollar exchange rate 

for goods or raw materials that are sourced from overseas and the price of oil that impacts on the 

cost of fuel and asphalt.  Many of Council’s contracts have a rise and fall clause in relation to the 

cost of fuel.  An accurate analysis is not possible for the movement in the Australian dollar and the 

rise and fall of international oil prices. 
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Financial Indicators used in the Long Term Financial Plan 

 
Operating Surplus Ratio  
Can be expressed as either $’000 or percentage and is an indicator of the extent to which revenues 
raised cover operational expenses including depreciation. 
 
The percentage ratio indicator is calculated as: Operating Surplus (Deficit) 

Total Operating Revenue  
 
Net Financial Liabilities Ratio  
Can be expressed as either $’000 or percentage and is an indicator of the extent to which the net 
financial liabilities of a local government can be serviced by its operating revenues. 
 
The percentage ratio indicator is calculated as: Net Financial Liabilities 

Total Operating Revenue 
 
 
Asset Renewal Funding Ratio  
Expressed as a percentage, it is an approximation of the extent to which the infrastructure assets 
managed by Council are being replaced as they reach the end of their useful lives. 
 
 
The indicator is calculated as:   Net Asset Renewals 

Total AMP* Capital Renewal 

 
*AMP – Asset Management Plans 

 
 
Mid Murray Council Proposed Target Ratios  
 
Operating Surplus Ratio - Adjusted 
10 year target modest Operating Surplus in 2028/29 (Year 9) of 1.29% or $366,300 Surplus 
Maximum deficit Adjusted (16.3%) or $3.2million deficit in year 2019/20 
 
Net Financial Liabilities Ratio 
10 year target Borrowings 38.4% or $10.2million or 61.2% of general rates 
Maximum Borrowings in 2019/20 of 105.4% or $19.5million or 142% of general rates. 
(Maximum Borrowing in Dollar Terms 2021/22 of 91.5% or $19.9million or 134% of general rates) 
 
Asset Renewal Funding Ratio % 
 10 year target 100% (average) 
 Range 85%-115% in any one year, averaging 100% over any 5 year period 
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Financial Indicator Graphs 
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APPENDIX - COST CAPACITY INDICATORS 
 

Introduction 
 
Ultimately Council budgets must be set in the context of a Council's Strategic Management 

Plan, community consultation, and decisions about the required level of services each year. 

However in estimating costs and the impact on communities various indicators may assist the 

Council in making informed decisions. 
 
Ratepayer capacity 
 

It has been noted that Councils have ratepayers of three broad types: 
• individual salary earners; 
• businesses, primary producers and nonprofit organisations; and 
• those on some form of government benefit payments. 

 
Different indicators may assist Councils in making judgements regarding capacities of those in 

each group. This may assist in judgements regarding the adoption of the budget and the overall 

level of rates revenue as well as mechanisms which deal with the distribution of rates among 

ratepayers (including such options as differentials, caps, rebates and remissions). It must also be 

remembered that the actual changes in capacity in such groups will vary across the State as will 

the proportion of each group within each Council area. 
 
Average Weekly Earnings 
 

In most Council areas, Average Weekly Earnings will be the most relevant indicator in terms of 

understanding the capacity of the majority of ratepayers. This is not a perfect indicator for this 

purpose. For example it does not factor in the accumulation of wealth that can occur in various 

structures such as partnerships, companies and family trusts. 
 
State Government Budget 
 

The State Government Budget indicates another example in relation to variations of pricing 

policies whereby the annual indexation of fees and charges (revenue) is set to reflecting the 

average increase in the cost of providing the relevant services (www.statebudget.sa.gov.au). 

We understand that this figure is established by incorporating a weighting for CPI and a 

weighting for salary movements reflecting the major cost factor in provision of State services. 
 
Consumer Price Index (CPI) 
 

The CPI measures quarterly historic changes in the cost of a typical metropolitan household 

'basket' of goods and services, including a wide range of goods and services in eleven 

categories; food, alcohol & tobacco, clothing & footwear, housing, household contents and 

services, health, transport, communication, recreation, education and financial &insurance 

services (further information on the CPI is available on the ABS website http://www.abs.gov.au/). 
 
Most government personal benefit payments are linked to CPI and a significant number of 

ratepayers are on such benefits. This proportion will vary from Council to Council. Again, CPI is 

not a complete measure of the capacity of this group as it does not take into account other 

benefits (e.g. additional State electricity concessions) and the fact that some benefit recipients 

receive other income and may be affected by changes to income tax rates. While it is relevant to 

the capacity of some ratepayers and the cost of living it is not an accurate reflection of changes to 

items relevant to Council expenditure. 

http://www.abs.gov.au/)
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Local Government Price Index (LGPI) 
 

Unlike most households, local Councils spend a large proportion of their budgets on road 

construction materials; other construction costs (e.g. drains, environmental projects, footpaths, 

etc.); salaries for staff who provide services; contractors (such as for recycling and waste 

management), and on governance/administration. The prices of these items move in different 

ways to how average household prices move and this will be reflected in Council budgets, along 

with changes in standards, efficiency gains, and expansion of services, cuts in services, new 

services and major projects. 
 
The LGPI is a reliable and independent measure of the inflationary effect on price changes in the 

South Australian Local Government sector it is prepared and updated on a quarterly basis by the 

South Australian Centre for Economic Studies. The index is similar in nature to the Consumer 

Price Index (CPI), however it represents the movements of prices associated with the goods and 

services consumed by local government in South Australia as opposed to the basket of goods 

and services consumed by the 'average metropolitan household'. Unlike the CPI, the LGPI is not 

an "official" ABS publication (the LGPI was prepared by the ABS up to the December quarter 

2008). 
 
The South Australian Local Government Financial Management Group commissioned the 

Australian Bureau of Statistics (ABS) to develop the LGPI as an independent and reliable 

measure of price movements faced by Local Government in South Australia. The lack of 

relevance of CPI (which is a measure of household costs) as an indicator of changes of Council 

costs has been noted by many in the sector over a number of years. Despite the CPI not being 

relevant for the Local Government sector, many ratepayers and the media continue to use the 

CPI as a reference point when evaluating Council rate rises. 
 
What is it? 
 
The LGPI provides Councils with a useful reference regarding the inflationary effect of price 

changes of goods and services consumed by Local Government. The index reflects, over time, 

the movement in prices for a number of cost components as well as the aggregate spend on 

these components. The index includes both operating and capital expenditure on a state 

average basis. 
 
The model which is used to generate the LGPI can function at two levels: 

1. Providing indexes for the whole Local Government sector, based on 

aggregated annual financial data provided by the SA Local Government 

Grants Commission, and commodity weights determined from a survey of SA 

councils conducted by the SA Local Government Financial Management 

Group, 

2. Providing indexes for individual Councils based on their financial data (both 

annual and quarterly expenses), and the commodity weights determined 

from the councils' spending patterns. 
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The LGPI should be treated as one of the many items referenced when developing annual 

budgets. The LGPI is a better reflection (compared to the CPI) of the changing cost (or price) of 

the inputs used by councils to deliver services. The LGPI is a valuable tool for Councils, the 

LGA and the sector as a whole and maybe a useful reference in a number of situations. For 

example, it would/could be relevant when: 
 

1. Preparing annual budgets and developing long-term financial plans, 
2. Undertaking cost/benefit analysis on various projects, 
3. Seeking better funding from state/federal governments, 
4. Assisting with explaining to ratepayers (and the media) one of the reasons why Council rates 

have moved in different ways to CPI increases, and 
5. Analysing the underlying trend in past expenditure levels and thereby better forecasting the 

future cost of goods and services purchased by the sector. 

 
It is important to note that the ABS price indexes used in the model are estimates, based on a 

sample of goods and services from a sample of retailers, wholesalers and employing 

organisations. Therefore, the Local Government Price Indexes which are calculated using ABS 

price indexes are also estimates. 
 
What it is not? 
 
The LGPI is not an official ABS publication and should not be used for contract fixing purposes. 
The LGPI does not represent a quasi-indication of how Council r ates should change in any given 
year. Ultimately, Council budgets (and rates) must be set in the context of a Council’s Strategic 
Management Plan, community consultation, and decisions about the level of services and 
revenue required each year. 
 
The LGPI addresses only changes in the costs of existing services and does not address issues 

such as required changes in standards (for example the requirements of the Disability 

Discrimination Act to upgrade access to buildings). It also does not address needs for improved 

infrastructure maintenance, infrastructure backlogs, expansion of existing services (e.g. growth in 

the number of food premises requiring more food safety inspections which are only partly 

covered by fees) or new services or major projects. Equally it does not address efficiency gains 

or cuts to services. 
 
When assessing the impact on communities and their capacity to pay Council rates, it is useful 

to refer to the various other indicators. 
 
How is the LGPI calculated? 
 

The LGPI is calculated using a model developed by the ABS. Data sources for the model 

includes: 

Local Government Grants Commission -Aggregated expenditure data 
Australian Bureau of Statistics - Price Indexes 
SA Local Government Finance Managers Group - Weights 
 
The LGPI is compiled from a set, or a basket, of commodities (goods and services) that is 

deemed to be representative of the major spending categories of SA Councils. These 

commodities are weighted according to their relative contributions to the total spending on goods 

and services. The basket of commodities and their weights are said to reflect the spending 

behavior for a given period.  While the basket of commodities is open to variation by the owners 

of the model, the weights will be measured each year, (commencing 2006-07), from data supplied 

by councils in the LGPI form of the Local Government Grants Commission’s Supplementary Data 

to the Financial Statements forms. The weights are calculated automatically in the LGPI model 

when the supplementary data is included. 
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From these weights, and from price indexes published by the ABS, a chained Laspeyres 

method is used to calculate price indexes for each commodity, and more importantly for 

total current expenditure, total capital expenditure, and total expenditure. The latter three are 

usually referred to as LGPis. The measure of the impact of commodity price changes is 

then expressed as a percentage change for the period of interest. 
 
Thus the LGPis provide a guide to the change in expenditure that would arise from the 

effects of price changes only, with spending behavior remaining constant. In other words, 

if Council's spending behavior was exactly the same as for the previous period, how much 

extra would it cost due to price rises. 
 
The cost components included in the model are:- 
 
Operating: 
• Salaries: & Wages 
• Superannuation 
• Contractual Services (Excluding Waste Management) 
• Waste Management 
• Electricity 
• Gas 
• Water & Sewage 
• Fuel 
• Motor Vehicle Expenses 
• Printing, publishing & recorded media 
• Other Operating Expenses 
• Insurance 
• Property Expenses 
• Consultancy Expenses, and 
• Telecommunications Expenses 

 

 
Capital: 
• Construction of Buildings 
• Construction of Infrastructure 
• Purchase of Plant & Equipment 

 
Annual Local Government Price Index (LGPI), Expenditure Components vs. CPI 

 

Local Government Price Index 12 months ending December 2018 was 2.7% & CPI Adelaide 
1.6% 

Figures sourced from https://www.adelaide.edu.au/saces/economy/lgpi/ 

 

https://www.adelaide.edu.au/saces/economy/lgpi/

