
STATEMENT OF FINANCIAL POLICY AND OBJECTIVES 

 

GOVERNMENT OF NORFOLK ISLAND 

 

BUDGET 2014/2015 

 

 

Background 

Norfolk Island has endured it fifth consecutive year of economic depression. During 

this period the island’s economy has contracted by well over 25% and the ordinarily 

resident population has fallen to approximately 1670 people. This represents a 

population loss of 17% since 2001 and a 3% further fall since 2013. Tourism remains 

the island’s single industry and even with a 9% increase on visitors over the previous 

year the forecast arrivals for the 2013/14 year will be approximately 25,000 visitors. 

Norfolk Island Gross Revenue has reduced from $149m in 2009-2010 to $111m in 

2012-2013 with further reduction estimated for the period 2013-2014. 

 

The Norfolk Island Government has agreed to enter into the Australian income tax, 

Medicare and Social Welfare system and expressed a desire that this take place as 

soon as possible. In February 2014 Minister Briggs acknowledged that integration 

with the mainland taxation and social security systems will be challenging for many 

individuals and businesses on Norfolk Island but to date no time line has been 

provided for the implementation and extension.  Meanwhile the NI Government has 

remained committed to the local reforms to improve the economy and is continuing to 

implement these. Immigration has been liberalised, barriers to competition have 

been removed, reforms of the Public Service legislation are still taking place and the 

process of examination of Government Business Enterprises (GBE’s) is currently 

being undertaken by Deloites Access Economic professionals and the local tax base is 

being increased. 

 

It is in this environment in which I frame the current budget for the 2014/15 year and 

the forward estimates for the period to and including the financial year 2017/18. 

 

Long Term Financial Objectives 

The Norfolk Island Government’s long term financial objective is to place the 

Territory into a financially sustainable position of the preferred model of Territory 

self-government that was presented in the 13
th

 Legislative Assembly and again 

endorsed recently by this Government, which includes fiscal equalisation and transfer 

payments from the Commonwealth. This is through growing our economy and 

reforming the responsibilities of the Norfolk Island Government. 

 

In improving our economy we are removing the local constraints that have been 

identified to its growth. Our strategy is to continue the reforms to create a better 

environment for business development and economic growth. Reforms in immigration 

and business regulation have the objective of allowing our existing people to expand 

or capture opportunities or allow new people to move to the island to develop these. 

 

The increased role of the private sector in the provision of services to the community 

is designed to create further private sector opportunities. The adoption of the 

Competition Policy Principles for those enterprises which remain in public ownership 



will place these operations on a level playing field with the private sector. It will also 

reduce the Government’s ability to draw greater than reasonable returns from these 

sources. 

 

In the 2013/14 year the Government commenced the divestment assessment of the 

Governments Businesses activities and on completion of this assessment in 2014/15 

decisions will be made as to the operational structure and performance of the Islands 

Government businesses. A range of options will be considered (depending on the 

outcome of the Deloittes assessment) from complete Government ownership and 

control to outright sale of the business activity. Provision has been made for the 

operation of these services for 2014/15 during which time all options will be 

considered. The forward estimates have these remaining in public ownership and 

retains the revenue and expenditures from/to the Revenue Fund.   

 

The NI Government is committed to local tax reform and in the 2014/15 budget there 

is the intent to introduce Municipal Rates over a period of 4 years with the goal being 

to raise $1m eventually each year.  The first year of introduction of Municipal Rates 

will see $250,000 raised for the purpose of Tourism related activities, Public places 

and Cemetery, and Environment and Planning. This measure increases the revenue for 

Local Government related responsibilities.  

 

Undertaking major local economic reforms, whilst improving prospects for the local 

economy will worsen the Norfolk Island Government’s financial outlook, the 

increased revenue from local tax reform will be less than the loss of revenues from 

Government Business activity reform from divestment or corporatization. The fiscal 

outlook is provided in the next section and this underlying deficit will need to be 

made up through increasing essential services funding from the Commonwealth or 

from allowing the Island into the Australian Taxation System and transfer payment 

arrangement for the provision of State and Local Government services to the 

community. The Government’s strong preference is for the latter. 

 

The existing forward estimates are shown in the Table 1 

 
Table 1  Forward estimates of income and expenditure 2013/14 to 2017/18 

 
   Budget   Forward Estimate  

   2013/14   2014/15  2015/16   2016/17   2017/18  

INCOME
1
           

Revenue from taxes 9,552,500 9,693,200 9,983,996 10,283,516 10,592,021 

Revenue from charges 388,000 396,500 406,145 416,079 426,311 

Revenue from other sources 20,114,000 20,967,169 21,773,056 22,642,378 23,546,473 

Grant received - Aust govt. 4,400,000 7,500,000    

Total income  budget 34,454,500 38,556,869 32,163,197 33,341,973 34,564,805 

      

Less      

      

EXPENDITURE (excl 
depreciation) 

     

Salaries & wages 10,243,610 10,812,132 11,028,375 11,248,943 11,473,922 

                                                 
1
 Excluding Healthcare and Workers Compensation Revenues 



   Budget   Forward Estimate  

   2013/14   2014/15  2015/16   2016/17   2017/18  

Recurrent expenditure 24,566,240 26,044,107 26,938,908 27,848,464 28,794,403 

Capital expenditure 433,500 1,319,240 1,400,000 1,400,000 1,400,000 

Total expenditure budget 35,243,350 38,175,479 39,367,283 40,497,407 41,668,325 

      

      

Surplus/(deficit) (788,850) 381,390 (7,204,086) (7,155,434) (7,103,520) 

 

To remove the forecast structural deficit in the budget forward estimates, without 

entering the Australian tax and transfer payments system would require both massive 

local taxing increases and expenditure reductions.  

 

The reality is that it is not possible for the Norfolk Island Government to remove the 

underlying structural deficit in the budget due to the high cost of supplying State and 

Territory level services to the community.  The high cost of providing Education, 

Health and Law and Order services to the community is greater than the revenue base 

to support these. Unlike the mainland States and Territories the Norfolk Island 

Government is expected to fund the full cost of providing these services without the 

corresponding Federal transfer payment system to assist in their provision. 

 

      

      

      

      

 

Key Financial Measures 

The Government has been advised that the Australian Government has agreed to 

provide direct budget support of up to $7.5 mil in 2014/15 for the provision of 

essential services. As part of this support the Federal Minister requires that the 

Norfolk Island Government implement an annual 2.5% Efficiency Dividend to be 

applied to expenditure across the board commencing in 2014-2015 and applied 

perpetually across the out years, using 2013-2014 as the base year.  This Efficiency 

Dividend has been incorporated into this year’s budget. 

 

The combination of these factors has necessitated the following measures to be 

implemented for the 2014/15 year:- 

 

1. New public service recruitment will require a business case prior to 

recruitment. 

2. People leaving the service will not be replaced unless deemed to be essential. 

3. Vital positions will be filled by internal transfer of non-essential staff where 

possible. 

4. Municipal rates will commence during the FY14/15 and is programmed to be 

rolled out over a 4 year period with the ultimate revenue raised of $1m per 

year; $250,000 is envisaged to be gained during FY14/15. 

 

The Government has provided for in the forward estimates for its contribution to the 

improvement in shipping services to the island. In total it has provided $3.245 million 



over the 2015/16 years for the purchase of barges and related equipment for the 

discharge of cruise ship passengers and containerised freight. 

 

Policies to reverse discretionary financial actions 

During the 2014/15 year there has been no short-term measures entered into by the 

Government that now require reversal. 

 

Changes from previous policy objectives and strategies 

There are no major changes to the policy objectives or strategies employed by the 

Norfolk Island Government during the FY2013/2014. 



 

 

CERTIFICATE OF COMPLIANCE 

 

 

 

 

The attached budget, in our opinion: 

 

1. Complies with matters required to be disclosed under clause 7, clause 9  and 

clause 10 of the Commonwealth Finance Minister’s (Norfolk Island) Orders 

2011-Dated 24
th

 February 2011 

2. is based on reasonable costings for expected expenses and asset purchases in 

the budget year, and 

3. is based on reasonable estimates of expected revenue in the budget year, 

including the provision of $7.5 million in essential service funding by the 

Commonwealth, which was included in the Federal budget, handed down on 

13 May, 2014 

 

 

We are not aware of any other circumstances that could significantly impact the 

annual budget for the Administration of Norfolk Island that have not been taken into 

consideration in its preparation. 

 

 

 

 

Timothy J Sheridan, Minister for Finance     Date 

 

 

 

 

Jonathan Gibbons  Chief Executive Officer    Date 


