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1. Introduction 

This extrinsic material report has been prepared to assist in the interpretation of the City of Gold 
Coast’s (City) Local Government Infrastructure Plan (LGIP).  The report summarises the inputs to 
the LGIP Schedule of Works (SOW) model and financial sustainability assessment. 

2. Establishment costs 

 Works  

Costs for future trunk infrastructure that is works were determined using the methodology 
detailed in the relevant network extrinsic material reports. 

Costs for existing trunk infrastructure that is works were determined using the City’s asset 
management register.  For water and sewerage networks, the existing infrastructure 
establishment costs use the same unit rates as those used for the asset register however, a 
more sophisticated methodology (utilising spatial data) is used to provide an improved cost 
estimate. Whilst estimates are not strictly taken from the register, this approach provides 
consistency with the asset register.  

 Land 

For the calculation of land values for trunk infrastructure that is land, one of two methods 
have been applied.   

A standard average unit rate has been developed based on the Land Value Research Report 
and Addendum Land Value Research Report, prepared by Herron Todd White dated 1 
October 2018 (A59427167 and A61054174).  These documents identify the average 
acquisition cost per square metre for different areas in the city, considering various 
constraints.   

If, however a site displays unusual or non-standard qualities, a site-specific land valuation 
has been undertaken to estimate the land value. 

3. Financial inputs to SOW model 
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Table 3.1 below contains a summary of financial inputs to the SOW model. 
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Table 3.1 - Financial inputs to SOW model 

Input Adopted value Source 

Base year 2020 This is the base year for the LGIP amendment 

End year 2041 This is the end year for the LGIP amendment 

Charge rate 
escalation 

1.98 % 
The adopted escalation rate for charges is the 10-year 
average of movements in the 3-yearly Producer Price 
Index (PPI) (as defined by the Planning Act 2016).  

Discount rate 

Model wide - 4.92% 

Water supply – 6.45% 

Sewerage – 6.45% 

Stormwater – 3.85% 

Transport – 3.85% 

Park – 3.85% 

The model wide discount rate is the weighted average of 
the discount rates used for each network. This rate was 
adopted in the revenue and expenditure in the cashflow 
analysis. 

The network specific discount rates were only used in 
the calculation of the servicing cost for each network.  

For the water supply and sewerage networks, the 
adopted discount rate is the long-term estimate of the 
post-tax nominal WACC based on the methodology 
prescribed by the Queensland Competition Authority 
(QCA). 

For the other networks, the adopted discount rate is the 
City’s average cost of debt over 10 years to 2020.  

Land value 
escalation 

5.28% 

Expected land value escalations were calculated based 
on the historical trend of unimproved land valuation 
during 10 years until the LGIP base year for the Gold 
Coast local government area. This information is 
published by the Department of Resources. 

Construction 
cost escalation 

Water supply – 1.98% 

Sewerage – 1.98% 

Stormwater – 1.7% 

Transport – 1.7% 

Park – 1.7% 

The adopted escalation rate for the water supply and 
sewerage networks is the 10-year average of 
movements to the PPI series A2333727L (i.e., 3101 – 
Road and bridge construction, Queensland) published by 
the ABS. 

The adopted escalation rate for the stormwater, transport 
and park networks is the 10-year average of movements 
to the PPI series A2333721X (i.e., 3020 – Non-
residential building construction, Queensland) published 
by the ABS. 

Servicing cost 
escalation 

1.98% 
The adopted escalation rate for servicing costs is the 10-
year average of movements in the 3-yearly PPI (as 
defined by the Planning Act 2016). 
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4. Service cost calculation 

The model calculates service cost for each network in accordance with the methodology 
required by the Minister’s Guidelines and Rules V1.1. The outputs of this service cost are 
contained within the ‘Servicing cost summary’ worksheet which is accessible through the 
navigation panel of the Local Government Infrastructure Plan Amendment Schedule of 
Works model.  

Please note that for the stormwater, transport and parks network the service cost is an 
average across the city. The demand figures stated in the model are the total demand for all 
catchments for these networks. 

5. Charge revenue assumptions 

Anticipated infrastructure charges revenue over the model period has been estimated using 
a value (base revenue figure) derived from average revenue received from infrastructure 
charges in recent years ($120,000,000 per annum).  This approach is likely to be more 
accurate and risk averse.  The rate of growth (%), based on development projections, has 
then been applied to the base revenue figure to forecast revenue in future time cohorts.  

The methodology for this approach is detailed in Table 5.1 below.  The revenue projections 
based on this method can be viewed in the ‘Detailed revenue - Alternative method’ 
worksheet, accessible through the navigation panel of the Local Government Infrastructure 
Plan Amendment Schedule of Works model. 
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Table 5.1 - Method to estimate infrastructure charges revenue 

Period 
Adopted rate  

(value at base year) 
Source 

2021 – 2026 $120,000,000 

Analysis has confirmed that the quantum of development 
experienced in the period 2015 – 2020 is in line with the 
level of development anticipated in the period 2021 – 2026. 

Based on this, it is anticipated that revenue in this period 
should be similar to the revenue received in the period 2015 
- 2020. Accordingly, the adopted rate is the average annual 
revenue received over the period 2015 – 2020.  

Indexation has been applied to the adopted rate in the SOW 
model. 

2027 – 2031 $132,500,000 

Development in this period is expected to be approximately 
15% higher than development in the period 2015 - 2020. 

Based on this, it is anticipated that revenue in this period 
will be 15% higher than revenue received in the period 
2015-2020. Accordingly, the adopted rate is the average 
annual revenue received over the period 2015 – 2020 + 
15%. 

Indexation has been applied to the adopted rate in the SOW 
model. 

2032 - 2036 $150,000,000 

Development in this period is expected to be approximately 
25% higher than development in the period 2015 - 2020. 

Based on this, it is anticipated that revenue in this period 
will be 25% higher than revenue received in the period 2015 
- 2020. Accordingly, the adopted rate is the average annual 
revenue received over the period 2015 – 2020 + 25%. 

Indexation has been applied to the adopted rate in the SOW 
model. 

2037 - 2041 $132,500,000 

Development in this period is expected to be approximately 
15% higher than development in the period 2015 - 2020. 

Based on this, it is anticipated that revenue in this period 
will be 15% higher than revenue received in the period 2015 
- 2020. Accordingly, the adopted rate is the average annual 
revenue received over the period 2015 – 2020 + 15%. 

Indexation has been applied to the adopted rate in the SOW 
model. 
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6. Financial sustainability assessment 

 
Projected infrastructure charges revenue over the life of the LGIP is insufficient to cover the 
cost of the trunk infrastructure. The cap on infrastructure charges is insufficient to fund the 
growth in the demand for trunk infrastructure. Therefore, the City must rely on other revenue 
sources to fund the increasing gap. When considered in the context of the City’s 
consolidated long-term financial model, the proposed LGIP adds significant risk to the 
forecast.  

Delivery of trunk infrastructure will need to be assessed and adjusted on an annual basis as 
part of the City’s annual update of the long-term financial outlook to ensure that the LGIP can 
be delivered without impacting the City’s financial sustainability. This will include changes in 
timing of the delivery of some trunk infrastructure and a review of priorities in the context of 
the City’s entire capital works program. It is intended that the LGIP SOW remain flexible, 
being adjusted according to observed growth and affordability constraints over time. 
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For more information 
P  1300 GOLDCOAST (1300 465 326) 
W cityofgoldcoast.com.au 
 


