
 
 

 

 

 

2015/16 Mid-Year Budget Report 
 

Background 
 
Section 13 of the Commonwealth Finance Minister’s (Norfolk Island) Orders 2011 (as amended) 
(CFMOs) requires: 
 
‘Administrator to release mid-year budget report  
 
(1)  The Administrator must publicly release a mid-year budget report, to provide updated 

information to allow the assessment of the Administration of Norfolk Island’s financial 
performance against its current financial policy objectives statement.  

 
(2)  The mid-year budget report required under subclause (1) must also include an 

assessment of the year-to-date performance of each Territory authority against its 
annual budget.  

 
(3)  The mid-year budget report must be produced within 7 months of the start of the budget 

year.  
 

Note   The requirement to publicly release the mid-year budget report may be satisfied by publishing 
the report online on the Norfolk Island Government Information website or other 
authoritative Norfolk Island Government website.’ 

 
This document satisfies these requirements.   
 
Overview 
 
This report provides a summary of the financial performance for the 2015/16 financial year to 
31 December 2015 for the Administration of Norfolk Island (ANI) and the Norfolk Island Hospital 
Enterprise (NIHE).   
 
The Norfolk Island Continued Laws Amendment (2015 Measures No. 1) Ordinance 2015 came 
into effect on 15 December 2015 and from this date, the Norfolk Island Government Tourist 
Bureau (NIGTB) was no longer a separate reporting entity.  Therefore NIGTB’s financial 
performance and assets and liabilities as at 31 December 2015 have been included in ANI’s 
financial information.  
 
This report includes analysis of revenue and expenditure against budget for ANI and NIHE and 
an assessment of ANI’s achievement in relation to its financial policy and objectives, as required 
by the CFMOs.  
 
 

The Administrator 
Australian Territory of Norfolk Island 
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This mid-year budget report builds on a series of financial reports provided to the community in 
2015/16.  These reports have so far included a Final Budget Outcomes Report for 2014/15, the 
2015/16 Budget Report, the 2015/16 Budgeted Financial Statements for ANI and each Territory 
Authority and the Periodic Financial Statements for quarter one of 2015/16.  In coming weeks I 
expect to be able to release further financial information including the 2014/15 audited financial 
statements and the Periodic Financial Statements for quarter two of 2015/16. 
 
2015/16 Performance Against Budget – Year to 31 December 2015 
 
The following tables provide summaries of the performance against budget for ANI and NIHE. 
 
This information has been prepared on an accrual basis.    ANI and NIHE forecast a balanced 
cash budget in 2015/16.  The planned accrual based deficit of each entity removes the cost of 
capital purchases and includes depreciation expenses.   
 

Table 1: ANI – 1 July to 31 December 2015  

Item 2015/16 2015/16 Variance ($) 

Actual ($) Budget ($) 

Income 20,447,304  17,212,074  3,235,230 

Expenses 19,418,729  19,473,434  54,705 

Surplus/(deficit) 1,028,575  (2,261,360) 3,289,935 

Comment:  

ANI is ahead of its operational budget by $3.29m as at 31 December due to: 

 Variations in the timing of the receipt of funding from the Australian Government.  $3.05 million of 2014/15 
funding was received and recognised in 2015/16 which is offset by quarter two funding of $1.44m budgeted 
for but not yet received.  2014/15 funding will be quarantined for use in future years and ANI will now 
budget for a surplus of $3.05 million.  The 2015/16 variance is a budget timing difference which will be 
corrected in the second half of the year if Funding Agreement milestones are met; 

 Better than budgeted performance of government business activities.  These activities are $0.80 million 
ahead of budget with the main contributors being fuel sales ($0.32 million), Telecom activities ($0.20 million) 
and road works ($0.21 million); and 

 Revenue from fees is $0.95 million above budget.  This is because budgets were not developed for the 
Healthcare and Workers Compensation Funds however revenue has continued to be received from levies.  
2015/16 revenue in relation to these funds is sufficient at this time to meet future claims.   

With the impacts of Australian Government funding and unbudgeted levies removed, ANI is ahead of budget by 
$0.73 million.  However there have been a number of areas identified where additional funding will be needed in 
the second half of 2015/16 and these are summarised later in this document.  Taking these items into account, 
ANI expect to be on budget as at 30 June 2016. 

Capital program expenditure is behind schedule with only $45,000 of the budget of $1.50 million having been 
spent for the year to date.  However procurement processes are underway for many of the programmed capital 
purchases, including the most significant 2015/16 budget item, the new Enterprise Business Management System.  
The business case for this procurement is being finalised and will be provided to the Commonwealth for review 
very soon.  Overall, ANI expects to expend all capital program funds in 2015/16. 
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Table 2: NIHE – 1 July to 31 December 2015  

Item 2015/16 2015/16 Variance ($) 

Actual ($) Budget ($) 

Income  2,380,449   2,442,600  (62,151) 

Expenses 2,444,534  2,566,891  122,357 

Surplus/(deficit) (64,085) (124,291) 60,206 

Comment:  

NIHE is ahead of its operational budget by $60,206 as at 31 December mainly due to an anonymous donation of 
$50,000.  Other variances offset each other and are driven by lower than anticipated activity levels in the areas of 
general hospital services, x-ray, laboratory, physiotherapy and aged care services.  Dispensary services have not 
followed this trend and are above budget.  NIHE also expects to be on budget as at 30 June 2016. 

 
2015/16 Performance Against Statement of Financial Policy and Objectives 
 
The budgeted financial statements, published at the beginning of the 2015/16 financial year 
(these can be accessed via http://www.norfolkisland.gov.nf/reports/Financial%20Statements/) 
included ANI’s ‘Statement of Financial Policy and Objectives’.  The ‘Statement of Financial Policy 
and Objectives’ outlined ANI’s long term financial objectives and key financial measures for 
2015/16. 
 
Long Term Financial Objectives 
 
The long term financial objectives outlined in the 2015/16 Statement of Financial Policy and 
Objectives addressed the changes required to transition ANI to a Regional Council from 1 July 
2016.   
 
These objectives and a summary of achievement for the year to 31 December 2015 are outlined 
in the following table: 

 

Objective Performance On Target 

Transition of Federal 
Government services to 
the Commonwealth from 1 
July 2016 

There have been a number of visits by Commonwealth officials who 
will be responsible for functions such as customs, immigration, 
quarantine, taxation and social services.  These visits have assisted 
ANI in determining what needs to occur locally to transition federal 
government services to the Commonwealth.   

Discussions have been held with affected staff from these areas and 
plans are being prepared to finalise future service delivery 
arrangements and transition staff to other functions in 2016/17.  In 
some cases, the services will not be able to be ceased until early-mid 
2016/17. 

Overall ANI is confident it has assisted the Commonwealth with 
transition to the extent possible and is actively managing local issues 
such as staff redeployment. 

An experienced Transition Manager has recently been appointed to 
specifically focus on continuing this work during the remainder of 
2015/16.  

Transition work during the remainder of 2015/16 will focus on 
finalising local service delivery arrangements and finalising staffing 
arrangements within the Regional Council structure from 2016/17 
onwards.  

Yes 

http://www.norfolkisland.gov.nf/reports/Financial%20Statements/
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Objective Performance On Target 

Transition of state-type 
services such as health, 
education and policing to 
the Commonwealth from 1 
July 2016 

The Commonwealth are progressing the development of revised 
arrangements for the provision of these services from 2015/16 and 
ANI and NIHE are assisting where required. 

Current work includes the facilitation of a facilities audit at the 
Hospital and School.  

Transition work during the remainder of 2015/16 will focus on 
finalising local service delivery arrangements. 

Yes 

Review the arrangements 
for delivering existing local 
government type services 

A proposed functional structure for the Regional Council has been 
developed and circulated to staff and this continues to be refined as 
more information regarding future service delivery becomes available. 

In addition to local government type services, some state-type 
services will also continue to be delivered by the Regional Council and 
these functions have been accommodated in the proposed 
organisational structure.   

Specific review work completed or commenced during the year to 31 
December 2015 included: 

 Completion of a review of the future focus of the Tourism function.  
Future focus is likely to be broadened to economic development, 
which will encompass infrastructure development, building on-
island capability, developing on-island product offerings, destination 
management and marketing;  

 A review of the future information technology needs of the Regional 
Council was completed and this resulted in an approach to market 
for a new Enterprise Business Management System (EBMS) (the 
tender assessment is currently being finalised); 

 A review of the broadcasting service has been completed and the 
recommendations from this are being implemented; 

 Performance audits of the Liquor Bond and Workers Compensation 
Scheme are to be completed in early 2016; 

 Scoping has commenced for the development of new offices and 
chambers for the Regional Council;   

 A review of the GST function was completed in late 2014/15 and the 
outcomes of this are being implemented; and 

 Governance has been enhanced through improved Audit 
Committee monitoring and oversight processes with the 
implementation of all recommendations arising from audits and 
reviews being actively tracked. 

Key outcomes during the remainder of 2015/16 will be: 

 Finalising the tender process for the new EBMS and implementing 
core system functionality (e.g. finance and payroll functions – the 
remaining functionality will be implemented in 2016/17); 

 Finalising plans for the development of new Regional Council offices 
and chambers and undertaking the majority of the construction 
work required;  

 Addressing high risk/priority findings from the reviews referred to 
above;  

 Working with the Commonwealth to finalise arrangements for the 
future preservation and interpretation of KAVHA and the museum 
collections of ANI and the Commonwealth; and 

 Examining Government Business Activities to identify areas where 
efficiency and effectiveness of service delivery can be improved and 
budget savings can be made. 

Yes 
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Objective Performance On Target 

Prepare strategic and 
operational plans to guide 
the future work of the 
Administration 

Strategic and operational plans for 2016/17 and beyond are currently 
being prepared.  Community input regarding these plans will be 
sought. 

An Operational Plan for the remainder of 2015/16 is also being 
prepared.  This will provide further guidance regarding the work 
required to prepare for transitioning ANI to a Regional Council from 1 
July 2016. 

Yes 

Implement reforms in 
accordance with these 
plans 

Although the Business Plan for the remainder of 2015/16 is still being 
prepared, a number of important reforms are being/will be pursued, 
including: 

 Examining the future structure of government business activities 
including electricity, water, waste and sewerage, ports (including 
airport, maritime and lighterage), economic development and 
telecommunications.  As a number of these functions are not typical 
local government type services, revised governance arrangements 
are being considered, such as delivering services through an entity 
separate to the Regional Council, as recommended by the Advisory 
Council in its second discussion paper; 

 Reviewing fees and charges for government services.  Many fees 
and charges have not been adjusted since 2010;  

 Developing a framework for the introduction of municipal rates in 
2016/17; 

 Conducting Regional Council elections in accordance with the 
framework to be determined by the Minister for Major Projects, 
Territories and Local Government;   

 A position has been determined regarding the Provident Fund and 
payments will be made to members once legislation affecting the 
changes is finalised; and   

 Negotiating with the Commonwealth regarding the transfer of 
assets.  It is expected this will occur according to functions, with the 
Commonwealth assuming ownership of assets relating to functions 
it will deliver from 2016/17 and vice versa for the Regional Council. 

Yes 
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Key Financial Measures 
 
Changes are needed to ANI’s 2015/16 budget to account for expenditure requirements which 
were not known at the time the estimates were prepared.  Additional expenditure needs are 
fully offset by expenditure savings and/or additional revenue sources.  The changes are 
summarised in the table below. 
 

Activity Comment Budget 

Increase 

/(Decrease) 

Expenses 

Executive 

salaries, 

facilities audits 

and Regional 

Council 

elections 

It was assumed the Commonwealth would make the payments associated with 

the Executive Director’s employment.  However during negotiations between the 

Department and ANI it was decided the Commonwealth would provide ANI with 

funding via the Funding Agreement for 2015/16 Norfolk Island Territory Funding 

(the Funding Agreement) and ANI would make the contract payments.  This has 

resulted in ANI having insufficient expenditure appropriation in the cost centre 

used to make salary and other related payments. The Transition Manager 

position was not known at the time the budget was prepared and therefore no 

allowance was made for costs associated with this.  These funds also include 

recruitment agency costs for this appointment. 

The Commonwealth has engaged ANI via the Funding Agreement to conduct a 

facilities audit of NIHE and the Norfolk Island Central School (NICS) and budget 

needs to be provided for this work. 

Costs associated with the planned Regional Council elections were not known at 

the time the budget was prepared and are now to be funded via the Funding 

Agreement.   

The expenditure budget increase matches the revenue provided by the 

Commonwealth via the 2015/16 Funding Agreement. 

$850,000 

Fuel supply It was anticipated ANI would have revised arrangements in place for the supply 

of fuel (petrol, diesel and Jet-A1) by the end of September 2015, which would 

result in the supplier controlling stock to the point of sale to the retailer, rather 

than the existing arrangement whereby ANI purchases the fuel from the supplier 

and then on sells to the retailer.  The fuel supply procurement has since been 

abandoned due to procedural concerns and a new tender process has been 

commenced.  This will result in a new contract not being in place during 2015/16 

and ANI continuing to supply fuel this financial year.  Payments associated with 

this now need to be budgeted in 2015/16.  The payments will be recovered 

through fuel sales and ANI’s overall budget position will not be affected. 

$4,057,000 

Pensions Pension costs are projected to be higher than planned, with more residents 

qualifying for pensions than anticipated. 

$350,000 

Roads ANI has revised its roads maintenance program and do not believe the originally 

planned program can be achieved.  The overall budget has however increased to 

include the costs associated with the Channers Corner upgrade (refer below for 

matching revenue offset).   

$478,000 

Contract costs Additional budget is required for underestimated expenses associated with the 

project to underground electricity, water and fire prevention infrastructure along 

the back of the Quality Row buildings.   

$23,000 
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Activity Comment Budget 

Increase 

/(Decrease) 

Education The NICS budget had not been finalised at the time the ANI budget was prepared 

and a draft version was used.  Subsequent review has found the draft budget did 

not include all information technology and employee (teacher relocation) costs 

and additional funds are required. 

$117,000 

Repairs and 

maintenance 

The airport apron requires repair in the areas where the planes park.  This was 

not identified at the time the budget was prepared. 

$70,000 

Staff 

professional 

development  

The Executive Director has developed a Cultural Change Program to be 

implemented in the first half of 2016.  It has been proposed external consultants 

be used to deliver this with the program to address all levels within ANI.   

$100,000 

Expenditure 

savings 

Savings can be made in salaries ($0.30 million) due to some positions not being 

filled for the year to date and in relation to property valuations ($0.25 million) as 

a valuation based rating system will not be introduced until at least 2017/18 and 

therefore it is premature to conduct valuations in the first half of 2016. 

($550,000) 

Capital 

Information 

technology 

The budget phasing of the costs associated with the Enterprise Business 

Management System needs to be updated to allocate more funds in 2015/16.   

$600,000 

Regional 

Council offices 

To provide budget for a refit of the Bicentennial Centre in Burnt Pine to 

accommodate the Regional Council offices and chambers from 1 July 2016.   

$250,000 

Fire panel The current panel is obsolete and at high risk of failure.   $140,000 

Total Additional Expenses and Capital $6,485,000 

Revenue  

Funding 

Agreement 

revenue 

Additional funding from the Australian Government has been made available, 

subject to the achievement of agreed milestones, in the varied Funding 

Agreement.  This funding is to cover the cost of ANI Executive salaries, facilities 

audits and the Regional Council Election. 

$850,000 

Fuel supply Please refer to the comment provided in the expense section above regarding 

fuel.   

$4,696,000 

Revenue 

increases 

A number of original revenue budget estimates can be revised upwards due to 

improved performance.  These are in relation to gaming ($200k – due to 

increased fees from existing licence holders), levies on waste and lighterage 

($0.10 million – due higher than budgeted freight levels) and land title fees 

($0.20 million – due to increased property sales).  There were also errors in the 

original budget for museums revenue ($0.14 million) which was underestimated. 

$635,000 

Revenue 

reductions 

The above areas of increased revenue are offset by some areas where revenue is 

anticipated to be lower than expected.  These areas are electricity ($0.19 

million), philatelic ($40,000) and post ($30,000) sales. 

($260,000) 

Roads Funding is to be provided by the Commonwealth for the Channers Corner 

roadwork.  Funds were also provided earlier in the year for the upgrade of the 

Bay Street Bridge 

$564,000 

Total Additional Revenue $6,485,000 
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Summary 
 
ANI and the NIHE loss are under budget for the half-year to 31 December 2015 by $3.29 million 
and $60,206 respectively.   
 
The majority of the ANI surplus is due to timing differences in the receipt of funding from the 
Australian Government and under budgeting in relation to medivac, healthcare and workers 
compensation levies revenue.  With the impact of these items removed, ANI is under budget by 
$0.73 million.  However there have been a number of areas identified where additional funds 
are required in the second half of 2015/16 and the modest savings achieved in the first half of 
the year will need to be reallocated to these areas. 
 
NIHE is essentially on budget when the impact of an anonymous donation of $50,000 is taken 
into account. 
 
The areas where additional ANI funding has been directed provides an indication of the 
initiatives underway to transition to a Regional Council from 1 July 2016.  These initiatives 
include: 

 Bolstering decision making and operational management capacity and capability at the 
Executive level through the appointment of a Transition Manager and an Operations 
Manager; 

 Understanding the condition of NICS and NIHE assets to enable the Commonwealth to 
better plan for the delivery of these services in the future; 

 Designing and implementing the processes required to facilitate Regional Council 
elections in late 2015/16; 

 Carrying out the project to build a footpath from Channers Corner to the Village on behalf 
of the Commonwealth; 

 Addressing urgent repairs and maintenance needs in relation to critical infrastructure; 

 Investing in staff development through the implementation of a cultural change program; 
and 

 Implementing a new Enterprise Business Management System (subject to approval of the 
business case from the Commonwealth).  This new system will significantly benefit the 
Regional Council as it will enable customers (community members) to interact 
electronically in relation to their needs, improve efficiency and drive process compliance 
and improvement within the Regional Council through the introduction of electronic 
workflow management and facilitate improved decision making by providing real time 
operational and financial information to all levels of management. 

 
These initiatives will form part of the ANI 2015/16 Operational Plan which will be made available 
to the community very soon.  The Operational Plan will establish objectives and priorities for 
each area of ANI, define performance measures and assign responsibilities.  This will enable the 
community to better understand service delivery levels and standards and hold ANI accountable 
for meeting these.  Performance against planned outcomes will be assessed in the 2015/16 
Annual Report to ensure transparency and accountability regarding performance and the use of 
community resources.   
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The planning framework will be enhanced further for 2016/17 through the adoption of the 
Integrated Planning and Reporting Framework developed by the New South Wales Office of 
Local Government and recommended by the Norfolk Island Advisory Council.  A key element of 
this framework is the development of a 10 year Community Strategic Plan, a four year Delivery 
Plan and a one year Operational Plan.  The completion of these documents has been identified 
by ANI as a key priority for the remainder of 2015/16. 
 
Overall I am confident ANI’s financial performance during the year to date and the new 
measures referred to above provide it with the financial resources required to achieve its 
challenging but critical 2015/16 operational objectives. 
 
 
 
 
 
The Hon Gary Hardgrave 
5 February 2016 


