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EXPENDITURE REDUCTIONS

Recommendation 1

That the following recommendation subrnitted by a member of the Focus Team be
referred to Members of the Legisiative Assembly for initial consideration: :

(a) Self government be progressed
(b) The Legisiative Assembly membership be reduced from nine to seven

(c) The number of Executive Members appointed by the Legislative
Assembly be no more than three

(@) The relevant legislation which provides for the role of a Speaker to be
amended to aliow the Clerk to act as chairperson at Legislative

Assembly meetings

(2) The role of Depuly Speaker be discontinued and the Deputy C!erk
undertake the role of chairperson if necessary

(H Expenditure on CPA activiles cease and more appropriate
involvernent occur in inter-governmental activities closer to home

{g) Relocation of executive memnbers closer to Administration stafi

(h} Urgent development and documentation of Government Policies

{0 Legislative Assembly extend the commitiee sysiem and require
participation of a non-executiva member on each commitiee or board

) Mare appropriale support be provided between Administration and the
Executnve .

Becommendation 2

To ensure equity amongst communily groups and organisations, and appropriate
return to the Norfoli Island Government for funds provided, it is recommended that
the CMG investigate and make recommendations on a standard Grants and
Subsidies application process. This may include separate appiications Jfor
Government Statutory Bodies and GBEs to those for community organisations or

groups. The process to include:

(a) clear application criteria including 2 staterment of funds required to undertake
specific activities and outcomes desired from those activities :

(b} reporiing (preferably quarterly) on progress of outcomes

{c}) annual financial return and statement of achievement of outcomss

Last printed February 28, 2003

# .




ZUUS faiza AUMINISTRATUR - BOTTeIK {8)ane NO.BZ23)

Gﬁ_i A | Draft Focus Heport - Recommendations

Recommendation 3

That the Legal Aid Committee investigate likely impacis on the L.egal Aid Fund from
one major claim and likely impacts on the Revenue Fund Budget for the next 1-5
years. That through the Legal Aid Commitiee’s review of the Staniforth Report, an
action plan be prepared for implementation of itg recommendations :

UAJOR _ISSUES IMPACTING ON _EXPENDITURE AND
SAVINGS :

Recommendation 4

That in the absence of increased revenues further investigation occur into oappfng
salaries and wages costs as a percentage of either income or expenditure. :

Recommendation 5

That an agreed format for identifying business performance indicators be deve!o;ﬁed
and incorporated into business and management planning procedure. :

Recommendation 6

That Management Plans be introduced by July 2003 across ail Areas and GBEs that
are fied in to Strategic Planning and Budget processes and incorporaie key

performance indicators.

Recommendation 7

That a Financial Strategy Policy be developed, adopted and legisiated.

Hecommendation 8

That further investigation occur by the CMG into the costs and benefits of privatising
and contracting out of Government services. The results of the CMG's investigation

are to be delivered to the Minister for Finance,

Recommendation 9

That the recommendation of the Social Services Review be adopted (Attachment 3)

Recommendation 10

That an organisation wide risk management analysis be conducted that includes. [T
Ilssugs, reviews of operating performance and management information systems.
This information is to be ncorporated into the Organisational Raview process and

work place reviews,

A

JRo——

Last printed February 28, 2003

F.




La-Mafl.

AUMIFISIRATUR - NUFITOGIKE 1yidid NG OL37

fl iy
& Draft Focus Report - Recommendations

Recommendation 11

That as a matter of priority ali IT systerns be fully documented.

Hecommendation 12

That the Pathways data base system or a similar systemn be funded for compiete
implementation in the current financial year.

AVOIDANCE AND FEES/CHARGES NOT CURRENTLY BEING
COLLECTED

Becommendation 13

That a report identifying a break down on the areas where bad debis are occurring
and the residential status of those avoiding payments be completed by the Finarice
Manager and CMG with suggested ideas for a Debt Recovery Policy to the Finance

Minister by the end of March 2003.

Recommendation 14

That a standardised systern of invoicing and receipting payments be introducad
across all Revenue Fund Areas.

TREND ANALYSIS FOR FUTURE MAJOR WORK

Hecommendation 15

That an assets managernent system be implemented.

Recommendation 16

That a sinking fund for major assets replacements be established. That Budgeling for
the fund be included in the 2003/2004 Financial Year.

Becommendation 17

That recommendations on how a legislated sinking fund would work including the
arnual amount the fund would be increased by and options for funding be prepared
by the CMG and reparted back to the Minister for Finance. :
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NEW REVENUE

Recommendation 18

That a charge be made on local phone calls with the funds to be used solely for
mafor expenditure itemns, :

Recommendation 18

That the income raised from the sale of any Norfolk Island Government assets sales
be used solely for funding major capital expenditure jtems. :
Recommendation 20

That subsequent price rises to the Category 5 Fire Service provide one year's notice

to Airlines

Hecémmendaﬁon 27

Alrport Janding charges be increased by July 2004.

Recommendation 22

That fees and charges at the Norfolk Isiand Hospital be increased. That a review of
the current cost of service delivery be conducted to determine new rates.

Recommendation 23

To ensure that rates do not jump in high increments on an irregular bdsis, a sysiam

be established to introduce and maintain regular, small incremental increases eq:
whenever an increase in RPI occurs. In additions the review conducted by the Board
every o years will confirm if rates are at the true economic cost of the service and

initiate increases as required.

Recommendation 24

That the suggested increases to stock charges be adopted,

Recommendation 25

That Telecom hire charges for the use of the Under Road Borer be changed to:
$200 for 3 hours minimum charge, $65 per hour thereafter. This does not include any

Bob Cat use which is additional.
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Recommendation 26

That the revised Tanalith Charges be adopted.

Recommendation 27

(a) By July 2003 Waste Management Legislation be introduced that:

Establishes that the Norlfolk Island Government will operats waste
disposal systems in an environmentally sustainable and responsible

way.

*

- Creates a Norfolk Island Waste Corporation (NIWC) as a new
Government Corporation, incorporating the current Water Assurance
Scheme and solid waste management.

s Allows NIWGC to carry out income generating activities that are relevant
to waste disposal and for the income fo be retained by NIWC to fund’its
operations. This includes the export for sale of reusable and recyc{ab!e

waste materials.

Sets targets for NIWC o become self funding and for the feduction: of
wasts generated over a period of time eg: 10 years.

Establishes a Waste Officer position with responsibility for all NIWC
waste operations.

(b)  Norfolk Island Waste Centre be funded for $300,000 p.a from the Water
Assurance Scheme and from a user pays type system. The Water Assurance
Scheme will be expanded and coninbutions from households not part of the

Scheme will be sought.

(c) A Vehicle Bond be introduced of $400 for every vehicle being brought on to
ithe Island. $200 of the Bond will be repayable when the vehicle is presented
for disposal at NIWC. The Bond is transferable on sale of the car until the final
owner presents the car for disposal and collecis the refund.

(d) A one-off period of time be identified for a $50 payment for existing vehicles
1o be brought into NIWC for disposal.

(e} That a decision be made on a Communily Composting Facility optmn
{including Windrow) by the 31 December 2002.

(f} That capital itemms be purchased either fromn monies accurmnulated within NIWC
or through Commonwealth Government Granis

(g} {agislation to be introduced that places a levy on the use of plastic shoppfhg
bags on Norfolk Island. Levy funds are to be used for the scle purpose of

Waste or Environmental Management.

{hy  Purchase an Eco-flex type system to enable reuse of shredded and cut éid
tyres in various options. Dependent on the success of the Eco-flex type
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system, pelicies to be introduced that require Roads and Works to incorporate
shredded tyres in footpath construction and other appropriate situations,

Chem Collect or a similar program be used to dispose of hazardous
chemicals. Strict and severe penaliies be introduced for the disposai- of
chemicals in other than approved ways. Strict controls be placed on the
import of chemicals and a list of banned chemicals drawn up. '

Recommendation 28

That an Istand Wide Compulsery Superannuation be developed.

Recommendation 29

Thai in re}

(@)

(©)

{c)

(d)

ation to the Use and Management of Administration owned land that:

A detailed strategic revisw of all Administration land holdings, including DCA,
Circle and Crown lands for which Administration is responsibie, should be
undertaken 1o ensure that all sites are used to the highest and best or most

suitable use;

A strategic approach to the managernent of all Administration land holdings
should be developed. Management of Administration land holdings should be
centraiised into one section of Administration from which use of the sites can
be co-ordinated and planned as part of an overall land management strategy;

A housing policy should be developed to manage those Administration
properties that have been developed for housing. Management of housing
should also be centralised into one section, preferably managed as part of the

overali Administration Jand holdings,

A policy should be developed to manage privale sector proposals for
commercial use of government owned lands. A

Recommendation 30

That approval

be given for intense investigation into new revenue options as soon as

practicable.
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THE ADMINISTRATION OF NORFOLK ISLAND

CHIEF ADMINISTRATIVE OFFICER
M PEPLY PLEASE ADMINISTRATION OEFICES
i KINGSTON '
UOTE;
QUOTE NOBFOLK ISLAND 2893

21 February, 2003

MEMO TO Minister for Finance
FROM: Finapnce Manager
SUBJECT : Revenue Fund ~ Financial Indicators for January 2003

| attach for your perusal and distribution to Members a copy of the above financial report. In addition, as requeste
also attach a breakdown of Capital Works and Purchases accumulated to 31 January 2003.As the budget » %
appropriation bill has not yet been passed by the House, the January 2003 indicators are based on the. origingi buuge

COMMENTS

he Revenue Fund financial Indicators report is based on Accrual Accounti‘ng principles. Accruals o.f substant
evenues such as Customs Duty, F.LL., Accommodation Levy, Telecom Dividend, Postal Dividend and Fuel Levy ha
xean ncluded albeit on an estimated assessment based on historic records.

"he indicator’s report is based on the Approved Budget effective 1 July 2002 plus the carry forward —(me 2001-0
§ $129.900 in Approprgtion for the construction of a new classroom at the N.I. Central School. Flease note that &
Judget provides for a deficit of $92K. -

NCOME

it best that can be determined at 31 January 03 is that the Revenue Fund's overall income is 105% of the budge
5350K surplus). Customs Duty is $64K ahead of budget but F.I.LL. is $23K behind. Income from 'Other Taxes” is :
05% of budget ($79K surplus). The recent decision to half the absentee landowners levy is reflected im. thi.
wdicators reporl. Income from category ‘Other Charges’ is $161K surplus. $94K of this amount is from contracte
vad works (ML Pitt) and 380K is from incoeme eamed by the Curator of Deceased Estates. The Liquor Bond’'s ne
rofit is 350K ahead of budget. A |

XPENDITURE :

dministrative expenditure is 98% of budget. Capital Works/Purchases on a pro rata basis is at 107% of budget. Thi
-mainly due (o the new building construction at the school. This percentage excess will diminish as the financial yea
Ogresses. ’

verail Expenditure, which includes known creditors and outstanding orders at the end of January 03 is on a pro rats
asis about 2% (3165K) under budget. At the end of December 02 the expenditure budget on a pro rata basis was
vder by FEEK. : £

L 31 January 2003 the overall Revenue Fund budgel is in surplus $460K which is an increase of $216K over the !
zcembear 2002 resull.

ease nate that as | will be absent on leave from the 3 March 2003 to 17 March 2003 the February financial
ficators report wifi not be available for the March sitting of the House, | will however. endeavour to have the report
mpletesd :as(so@n as poessible alfter my return. .
4 T e
G (L
i son <
NANCE MANAGER
> DB O /Executive Direciors

TELEFHONE : 6723 22001 - FACSIMILE : 6723 23177 - TELEX : NV30003
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ADMINISTRATION OF NORFOLK ISLAND

REVENUE FUND .
"MONTHLY FINANCIAL INDICATORS - JANUARY 2003

NOTE: Figures are in THOUSANDS of dollars

NOTE: KNOWN DEBTGRS, ESTIMATED DEBTORS. KNOWN CREQITORS/LIABIITIES AND ESTIMATED CREDITORS ARE MNCLUDED IN THIS REFORT
e et s,

T OF COLUMN "4 AGAINST THE PRO RATA AMOUNT fN COLUMN 77

THE % 14 COLUNMN ‘8 REPRESENTS THE RESU. )
SEVEN MONTHS OF FINANCIAL YEAR j vEAr
REVENUE MONTH-JANUARY 03 ACCUMULATED ‘ PRO-RATA 2002/03
i s on '.. Sy o0 5 B P Ay ‘, S ,ﬁ ;":};i’. ; 7 i .ﬁ,,b — qf'“ é' 5 S _— ——-
gﬁ o TR bty .‘.x by M‘_ - ¥ _’.4 - iy @f : e e : :
= > 1;;2»2;3\ = ; TR ; & : AR ; f. : Kol e s o o
ﬁ:ig e : A P RAR L DR | AR Ea ANGE SEUNERY R
e S el satn AN BT se06 Fort it i
“USTOMS DUTY 3478 201 317] 2284 2081t 10% 2,220} 103%
hL 72; 77} 67 446 454} 2% 463} 9557 =
JTHER TAXES 258! 258! 246 1,801 1,7501 3% 1,7221 1055 b —
ARNINGS FROM G.B.E.= 206:  208: 235 1,709] ~ 1701: 0% 1,645 104 % fiu e
NTEREST RECEIVED 24 24; 23 166| 160! 4% 181 103% fem
THER CHARGES INCOME 150{  B0; 52 525 315; 67% 364 144%,
e O e R R a¢ She R B (o e o bR B BT e
EXPENDITURE
DMINISTRATIVE 191 q82; 218 1,524 " 1,.450: 5% 1,526 100% g G
=ALTH & QUARANTINE K 801 60 497 4377 74, 4701 575 :
SUCATION 1741 136! 161 1,127] 4,079 4% 1.127% 100% i
LFARE 1351 78§ 127 §50 a00i 5% FERE 167% e
OMMUNITY SERVICES 186:  2a7 232 1438 15607 6% 1.624% 879 4 2o
ORKS- CENERAL/RCADS 851 117; 103 694 719: -3% 721 96% e
PITAL-WORKS/PURCHASES 15 -3f 47 351 278} 26% 329} 107% :
B = : : G i S | iz o —
DHDRAWRN] - REVENUE FUND 216 21 450 18 {55)
NJECTED {DEFTCIT};‘SURPLU$ - TOTAL BUDGET >>>>>>>>>>>>>>>>>>>>>>>>>>:>>>>:~>:v>>>>>>‘>>>>>>>> . (52)

TES "Earnings from Services- ncludes dividends, management fees and other charges rendered by the Revenue Fund (ef2]
Workers Compensation Scheme, Norfolk Telecam, Lighterage Service. N, Airpore, Heahhcare Fund, Liquor Bond,

tricity Service, Postal Sarvice and the Water Assurance Fund.

Tttty Services” includes Courts and Lands, Folice, Redio Station, Public Library, Legislative Assembly, Forestry and

cultire, Tourism, LAV H. A, Fund, Emergency Services and the Executive Member's Advance.
inas from Services to date are made up as follows; _ ,
ORIGINAL ORIGINAL
BUDGETI2002/03 BUDGET{2z002/03
RECEIVEDJTOTAL BUDGET RECEIVEDITOTAL 'BUDGEET

Yo

B0% [{f) Liquor Bond

58% (g} Electricity Service
59%{(h) Postal Service (EST)
58%[{i} Water Assurance
60%

2} Warkers Compensation
) Norfotk Tetecorn (E5T)
} Lighterage Servica

} L Adrport

¥ Healthoare Fund

SUB.TOTAL

GRAND TOTAL

SARMINGS FROM SERVICES HAS BEEN ROUNDED TO NEAREST FIK WENTH MAY RESULT I A MINOR DISTORTION OF THE % SHOWN

ANLIARY Z003 THE % AGAINST TOTAL BUDGET ON A PRO RATA BASIS EQUATES TO 58.33%
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ADMINISTRATION OF NORFOLK ISLAND

REVENUE FUND
MONTHLY FINANCIAL INDICATORS - JANUARY 2003

CAPITAL WORKS AND PURCHASES

ORIGINAL AMOUNT AMOUNT

CATEGORY - BUDGET SPENT COMMITTED
5 $ )

Furniture & Fittings (Al Cost Centres) 13,300 8,600 _ 8,350
Database - Smartstream . 860,000 8,160 0
Schoeod Buildings 142,000 138,430 1,140
Plart & Equipment (Al Cost Centres) 65,600 25,820 4,990
Vehicles 47,000 30,500 15,000
Tar Depot Relocation 28,000 5,650 20,800
Road Works 198,400 52,150 30,990
Tanalith Flant Buildings 5,000 4] 0
si-Centennial Compiex Buildings 3,000 0 0
562,300 270,310 31,114

TOTAL
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1. Background and Early Planning

- Since its election in November 2001 the 10" Legislative Assembly had been aware of

pressing financial concerns for the Administration which were identified during
briefing sessions conducted in December 2001, In February and March 2002 the
Assembly had to reluctantly accept a projected budget deficit of $1,128,600 for the

200172002 financial year.

Budget preparations for 2002/2003 provided further cause for concemn and
highlighted that; '

An examination of financial statements for the brevious 10 years showed
inadequate capital expenditure and, to the extent that depreciation equates to the
using up of assets, there was a shortfall of asset replacement of over 10 million

dollars.
» The Revenue Fund's mix of expenditure left only minimal funds for capital

expenditure (approximately $430,000).

&

The 2002/2003 Budget, if approved in its original form, would have resulted in a-
$3.965 million deficit.

it is important to note that a number of important budgetary iterns were not included
in the final budget due to lack of certainty of amount and/or timing:

Fuli cost of the recent major crime - Committal, Trial, Incarceration
Any PSA Wage Claim payment (including back-pay)

Nominal defendant Scheme
Any Norfolk Island portion of costs associated with the restoration of the Kingston

L I R

Pier

+ Appropriation for costs incurred but not expended in the 2601/2002 Financial
Yaar

» Capital and Operational cost issues raised in the 1997 Grants Commission
Report

No new revenue or changes to income sources were included in the 2002/2003
Financial Year. Initial budget bids reflected pressures on operating costs and
included filling new and existing positions. In fact the approved budget provided an
amount for salaries that was net materiaily different from the previous year and there
was an 8.5% cut in operating costs from the previous year. Cuts were made to
requests for furmiture and equipment, plant and equipment, motor vehicles,
counselors, the Immigration Review and the Tourist Bureau and Hospital subsidy as

weil as general culs in funding on all items across the board,

Quite obviously, a trend has beccme evident over past years, namely that
expendilure is rising at a rate far greater than income. This situation is not

sustainable. '

in response to this situation a decision was made that a complete review of the
Administration’s  finances would be conducted. On 31 May 2002 this was
communicated to the community in the Government Gazetle No, 26 (Attachment 1)
and in an ariicle in the Norfolk Islander. At the 5 June 2002 Legislalive Assembly
Meeting the Finance Minister, Mr Graeme Donaldson, sought approval for the 2003
Revenue Fund Budget and the Appropriation Bill and also formally announced the
formation of Focus 2002, An overview of the Focus Model is in Attachment 2.
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The direction given by MLAs in June, was that expenditure needed to be further
curtailed through cuts to overall sataries and operaling cosis. Wastage was
considered to be occurring in Administration expenditure and Focus 2002 was the
process put forward to identify where it was occurring and to make recommendations

of how to halt it

There was a clear direction from MLAs that revenue options were noi to be
investigated until a comprehensive investigation into expenditure reductions had

taken place and been reported fo the Assembly.

1.1 Impacts Leading to Focus 2002

Since around 1997 a number of exiemal factors have impacted on the overall
econorny of Norfolk Island:

Ansett Airlines announced that it would discontinue its MNorfolk Island air service

from 1 July 1997
The introduction of the GST in Australia 2000 and the sffect that had on tourist

spending as Norfolk lsfand’s duty free appeal was reduced
Flight West Airlines which took over the Ansett service went into liquidation on 18

June 2001 leaving only one carrier 1o Australia ,
September 11 2001 terrorist attacks in the USA that negatively impacted on

tourist travel world wide
» General volatility in the tourism area
Travel Agents servicing Norfolk Island going out of business

Recently a more oplimistic picture has emerged:

. Alliance Airlines has commenced a regular service from Brisbane and Sydney
« Tourist numbers are beginning to rise

it
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