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1. INTRODUCTION 
 
The focus of the Norfolk Island Municipal Rating Implementation Strategy 2014/15 - 
2017/18 (referred to as the Municipal Rating Strategy) is to determine the methods to 
be used by the Norfolk Island Government to rate property owners in the Island 
commencing 2014/15 for a period of four years.  
 
The Municipal Rating Strategy has been developed with input from the Land 
Valuation and Property Tax Working Group and Norfolk Island Members of the 
Legislative Assembly. 
 
In introducing a Municipal Rating Strategy it is noted that the Norfolk Island 
Government needs to regularly evaluate its rating system to ensure it satisfies its 
legislative objectives as well as ratepayer satisfaction. The Norfolk Island 
Government has prepared and adopted this Municipal Rating Strategy to assist in 
guiding both the Commonwealth and the community in its understanding of rating 
concepts and decisions relevant to Norfolk Island.   
 
The amount of rates to be collected by the Norfolk Island Government depends 
initially upon the requirements as set by the 2013/14 Funding Agreement and then in 
later years upon considered decisions of the Government. These decisions are made 
by establishing the quantity and quality of services that are to be provided and the 
amount that can be recovered from other revenue sources. The amount of rates 
collected will represent the difference between the total expenses budget 
appropriated by the Norfolk Island Government to fund its service delivery programs, 
maintain assets and to service and redeem debt, and the total revenue from all other 
sources.  In effect, the rates component will represent the balancing figure between 
total expenses and the income received from all other revenue sources.  
 
The Norfolk Island Government acknowledges that the property rate process does 
not recognise that some individual ratepayers may be “asset rich and income poor”. 
While income tax and goods and services taxes are more reflective of ability to pay, it 
is not possible to expect a rating system based on valuation to easily or practically 
cope with aspects of the ability to pay as experienced by individual households and 
businesses. Given this, Norfolk Island Government will provide an alternative rating 
system to that based upon valuations as well as flexible payment options to any 
ratepayer experiencing genuine hardship.  
 

2. NORFOLK ISLAND’S PROFILE 
 
Norfolk Island is a vibrant, scenic and diverse island located between Australia and 
New Zealand in the South Pacific Ocean, a place where history, culture, friendship 
and community abound. It is 8 kilometres by 5 kilometres in area and very hilly in 
nature. 
 
It is less than 2.5 hours flying time from Sydney, Brisbane or Auckland, and boasts a 
pristine environment with beautiful beaches, a rugged coastline, World Heritage 
convict site and National Parks and Reserves dotted with the iconic Norfolk Island 
pines. 
 
Offering a myriad of sights and activities, culinary delights, friendly local people and a 
sub-tropical climate, Norfolk Island is the perfect place to live, invest or for the holiday 
choice for visitors of all ages. Captain Cook described Norfolk Island as ‘paradise’. 
 

3. WHAT DOES A MUNICIPAL RATING STRATEGY DELIVER? 
 
The Municipal Rating Strategy allows the Norfolk Island Government to present its 
determinations with respect to the system of rating that will apply to Norfolk Island. 
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The Strategy will identify how the Norfolk Island Government will raise money from 
land owners within the Island. 
 
This Municipal Rating Strategy has considered the challenges that the Norfolk Island 
Government faces including:   

• Governance and service delivery issues;  
• The cost and resources required in providing and maintaining the 

infrastructure and services needed in a modern society;  
• The issue of distance and isolation and the difficulties associated with 

transport/travel;   
• Some transience in the population due to the availability and location of 

employment;  
• Access to a skilled workforce; and   
• The amount of non-rateable land and its impacts on rate-raising 

capabilities.  
 
In respect to its responsibilities, the Norfolk Island Government has a very low 
percentage of own source revenues.  In other States and Territories, local 
government rates are often their main source of revenue, with a few local 
governments generating more than 80% of their total revenue through rating.  In 
Norfolk Island, the municipal rates will likely account for less than 1% of total 
revenues in year one. 
 
The Government needs to balance its generation of own source revenue against the 
impacts that raising rates can have on low income earners, residents who are “asset 
rich and income poor” and the overall impact on the community. This Municipal 
Rating Strategy attempts to do this. 
 

4. BACKGROUND TO MUNICIPAL SERVICE PROVISION 
 
Proposed legislation will enable the Norfolk Island Government to raise a rate on 
every portion of rateable land, whether or not the Government provides any services 
to that land. On this basis Norfolk Island Government has identified unimproved 
capital valuation (UCV) as its preferred method in which valuations are used to raise 
rates.  
 
The Norfolk Island Government acknowledges that the common system of raising 
rates using a method of valuation is imperfect and has considered the application of 
an alternate rating model using a special rate that incorporates a system of levies 
and does not rely on valuations. Both methods will be discussed further in this 
strategy. 
 
It is proposed that the legislation will enable the Norfolk Island Government to have a 
minimum rate to ensure that all ratepayers pay at least a minimum contribution 
towards the municipal services provided by the Norfolk Island Government.  
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5. CURRENT SOURCES OF REVENUE FOR THE GOVERNMENT 
 
To fund municipal type services, the Norfolk Island Government raises its revenue 
from the following sources:  

 Duties – such as customs; stamp duty on cheques;   

 Fees – such as immigration, land titles, court fees, development applications, 
company registrations, water assurance,  pasturage and dog registration, 
crown leases, vehicle registration, licencing, Norfolk Island international 
Airport operations;  

 Taxes – Goods and Services; 

 Levies – such as healthcare, waste management, absentee landowners, fuel;   

 Sales (excluding GBE’s and private sector business activities) – philatelic 
bureau, forestry retail, museum retail; ANI property rentals, ANI plant hire;  

 Commissions – Tattersall’s; 

 Royalties – timber; and 

 “Private Sector” business activities – such as the Post Office, Norfolk Island 
Electricity, Norfolk Telecom, lighterage service, Cascade sale of rock, 
gaming, the tanalith plant, the liquor bond and Norfolk Energy.  

 
A key principle of taxation is that taxes are not a fee for services provided but are 
levied to raise revenue to pay for public goods and services which are provided by 
governments.  Where it is possible for the users of specific services to be identified, 
then user charges are a more appropriate basis than having these charges 
subsidised by taxation revenue. Typical examples of these charges in Norfolk Island 
include water assurance, health care, medivac levies and waste management 
charges.  
 
Those services that residents can choose to take advantage of include:  

• Public open spaces, parkland, picnic areas and public ablutions etc;  
• Public walking trails and paths such as at 100 acres reserve; 
• Public events that are supported by the Government including festivals, 

parades, Foundation Day, Anzac Day, or Bounty Day;  
• Free  public access  and  use  of  various  sports  grounds  supporting  a  

range  of  clubs including touch  football and cricket;  
• Subsidized access to the Library;  
• Free public car parking throughout the Island enabling access to health 

services, social services, sports clubs, shopping, police and churches etc; 
and  

• Free access to television and radio broadcasting services 
  

6. TAXATION PRINCIPLES AND PRACTICES 
 

The Norfolk Island Government’s practices and decisions regarding rating should be 
underpinned by the following rating principles:   

 The Equity principle (including the concepts of horizontal, vertical, benefit and 
ability to pay)   

 The Incentive principle   

 The Comparative rates principle   

 The Simplicity principle   

 The Efficiency principle   

 The Legislative compliance principle   
 
In considering these principles, the Norfolk Island Government considers the three 
most important principles in developing this Municipal Rating Strategy are the benefit, 
the ability to pay and the simplicity principles. These principles are detailed as 
follows:  
 



 6 

 The Equity principle: a tax must be fair to the taxpayer and fairly tax each taxpayer 
relative to other taxpayers. The overall principle is that taxpayers of similar wealth 
with like properties of the same property value, in the same locality with a similar land 
use will pay a similar amount of tax (horizontal equity) and wealthier ratepayers with 
a highly valued property will pay proportionately more than a ratepayer with a lower 
valued property (vertical equity).  In rating, the value of a ratepayer’s property is used 
as an indication of a ratepayer’s relative wealth compared to other ratepayer’s 
properties within Norfolk Island except for a pensioner where the circumstances of 
the individual ratepayer are taken into account.   
 
Horizontal and vertical equity can only truly be ensured through accurate property 
valuations and classification into similar differential rating categories. A differential 
rating structure will assist in achieving the equitable distribution of the rates burden 
across the community. The equity principle also considers the user’s benefit and 
ability to pay concepts. 
 
An often heard concern with rating is that ‘the rates have no correlation to the 
services that are consumed or the benefits that the ratepayer receives.’ This concern 
is an aspect of the Equity principle that focuses on the benefits. In taxation, there 
should be a link between the consumption and/or benefit and the rate burden.  
Attempting to evaluate and quantify the relative benefits received by owners of the 
various categories of differential properties is not easy. Often this type of analysis 
reduces to a comparison of the services that a residential property owner receives as 
opposed to a rural/agricultural property owner. There isn’t a definite response, 
although it is likely that a residential ratepayer is more likely to use the library and a 
rural/agricultural resident is more likely to gain greater benefit from the construction 
of rural roads that service fewer properties.  
 
Benefits are also consumed by ratepayers in cyclic and varying quantities over their 
lives. Young families may use more services than couples whose children have 
grown up and left home. In the same way, elderly ratepayers may use more services 
than middle-aged residents. This differing use of services means that attempting to 
identify the consumption of services will not provide a clear understanding as to the 
benefits received by a ratepayer.  
  
Ratepayers with higher valued properties generally have a higher wealth and a 
greater ability to pay, however as rates are levied on unrealised wealth in the form of 
real property, their ability to pay may cause quite a strain. As discussed already, 
these ratepayers are often asset rich but income poor and in some cases, may have 
considerable wealth contained in their own property but only have a low level of 
personal income. These ratepayers include pensioners, self-funded retirees, 
households with large families, property owners with little equity but with high levels 
of debt or businesses in economic downturn. While income and goods and services 
taxes are more reflective of ability to pay, it is not possible to expect a rating system 
to deal practically with all aspects of ability to pay based on the individual 
circumstances of households and businesses. Differential rating can reflect the 
differing abilities of various categories to pay with higher differential rates for 
example, being linked to the income producing capacity of a certain category.  
 
The government should always attempt to minimise the impact of taxation on 
individuals through progressive taxation systems where the ability to pay means that 
higher earners pay an increasing proportion of tax as their income increases. Local 
government rates are generally proportional, with rates increasing as the relative 
value of the property increases.  
 
The ability to pay concept also recognises that the earning of income varies across a 
life cycle of a person with younger taxpayers generally earning lower incomes which 
then increase through life, and the return to lower levels later in life. In the taxation 
system, this is recognised through the return of taxation in the form of pensions or 
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other benefits and in the local government rating system through pensioner 
concessions and rebates of rates to older citizens.  
  
The Government must give consideration to those ratepayers who experience a 
temporary inability to pay. Often this support is in the form of a deferment of the 
payment until the ratepayer can pay their rates and generally only applies to an 
eligible senior for an indefinite period of time until the property is sold or the ratepayer 
is no longer eligible. There are administrative implications in deferring payments and 
these will need to be considered by the Government against the ability to replace the 
lost revenue.  
 

 The Incentive principle: In setting rates, the Norfolk Island Government can 
achieve social, environmental or economic goals as part of a higher level strategy 
with examples including adjusting rates to encourage:  

 business activity;  
 environmentally sustainable improvements; or  
 the development and productivity of vacant land.  

 

 The Comparative rates principle: When developing this Municipal Rating Strategy, 
the Norfolk Island Government has given consideration to the equitable distribution of 
the burden of rates across the Island. One way of doing this is to compare Norfolk 
Island to other similar communities. It should be noted that this alone will not 
necessarily determine Norfolk Island Government’s performance with respect to an 
equitable distribution of rates and may show differences as being acceptable or 
requiring further enquiry.  
 

 The Simplicity principle: This principle aims for an open and easily understood 
rating system with clear principles that are easily communicated and understood by 
all ratepayers. It will not be an easy task to find a system that is open to public 
scrutiny, balances the many competing objectives and is easily applied, consistent 
and collected. An overly complex rating system will have numerous provisions for 
special cases, uncertainty in application, significant enforcement costs and numerous 
loopholes.   
 

 The Efficiency principle: Rates are generally considered to be an efficient method 
of taxation because the tax is known, remain consistent from year to year, the 
amount of rates payable is a relatively small portion of income and the decision to 
buy a property is generally not based on the amount of rates to be paid. In addition, 
the cost of administering the rating system namely the issuing of invoices, collection 
of rates, education of ratepayers, enforcement and debt recovery needs to be 
efficient. A rate system can be inefficient if it is unpopular and results in increased 
appeals and higher collection costs.  
 

 The Legislative compliance principle: It is important to ensure that all rating 
decisions are made in accordance with all relevant legislation when such legislation 
is assented to. 
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7. TAXATION IN POLICY ESTABLISHMENT  
 

In developing this Municipal Rating Strategy, the Norfolk Island Government needs to 
balance the following competing factors, namely the challenges of:  

 Raising sufficient revenue to provide an appropriate level of goods and 
services in the Island; and  

 Equitably distributing the burden of rates across the whole community whilst 
taking into account the principles of taxation.  

 
Whether taxation is charged at a federal, state or local level, it is generally the major 
source of revenue and is generally used to fund the public services and community 
obligations of the government. Often the taxes raised provides the services that 
either the government wishes to impose at a certain standard within the community 
of that the private sector is not prepared to provide.  
 
In raising taxes, governments therefore meet one or more of the following: 
 

 The role of allocation – when a government allocates resources to provide 
goods and services that would otherwise not be produced, or produced in 
sufficient quantities including the provision of public infrastructure.  

 

 The role of distribution  –  when a  government re-distributes  the  revenue  
that  is  raised, either directly or indirectly to those in need including for 
pensions, sickness benefits, unemployment benefits, concessions and the 
provision of services at a lower charge than is usually the case.  

 

 The role of regulation – where governments use taxation to regulate the 
Island including the enforcement of building, environmental and animal laws.  

 

 The role of stabilisation – where governments implement purchasing policies 
and investment incentives with their taxes that serve to minimise the cyclical 
nature of economic activity.  

 

8. LEGISLATIVE FRAMEWORKS FOR MUNICIPAL RATING 
 
The Land Valuation Act 2012 was assented to in March 2014. Draft Land Valuation 
regulations, a new Rating Act and Rating Regulations are currently being prepared in 
order to enable valuations to be obtained and rates levied.  
 

9. LAND VALUATION AND PROPERTY TAX WORKING GROUP 
 

A  Land Valuation and Property Tax Working Group was formed to act as an advisory 
group to assist the Norfolk Island Government in preparing a new Municipal Rating 
Strategy. This group prepared a Policy Position Paper for the Norfolk Island 
Government and MLAs regarding rating in April, 2014. This document was 
subsequently provided to Federal Minister Jamie Briggs for feedback. 
 
The objectives of the Land Valuation and Property Tax Working Group were to:  

 Identify and recommend to the Norfolk Island Government the principles that 
the Norfolk Island Government should consider when preparing a new rating 
process especially as this is the first time that rates have been levied on 
Norfolk Island.   

 Make recommendations to the Norfolk Island Government regarding the 
equitable sharing of the rates burden between various categories of 
ratepayers – e.g. Residential, Rural and Agricultural, Commercial and 
Industrial etc. 
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 Identify any other special rates, levies, discounts or the issues of hardship 
that the Norfolk Island Government should consider.  

 
The processes undertaken in the development of Policy Position Paper have enabled 
the Norfolk Island Government to develop this Municipal Rating Strategy for the 
period 2014/15 - 2017/18. 

 

10. FUNDING AGREEMENT REQUIREMENTS AND MUNICIPAL RATING 
 

The Norfolk Island Government has prepared this Municipal Rating Strategy within 
the context of the current 2013/14 Funding Agreement which provides as follows:  
 

 The Funding Agreement dated 14 June 2013 provides in Schedule 2 the specific 
outputs that will be achieved in 2013-2014 including the implementation of 
property tax (municipal rates). 

 

 In the second quarter (covering October to December 2013) Milestone 17.4 
requires that within 6 months of the assent of the legislation, the Land Valuation 
Bill 2012, Norfolk Island will have developed a strategy for the implementation of 
property tax (municipal rates) which includes: 

 (a) an annual revenue target of $1million after a phasing in period; 
 (b) an agreed tax base (e.g. land, land and buildings, or business land, improved 

or unimproved value); 
 (c) discount policy and formula; 
 (d) legal and administrative design; and 
 (e) implementation plan for commencement of property taxes (municipal rates) 

from 1 July 2014. 
 

 In the fourth quarter, covering the period from April to June 2014, a Household 
Income and Expenditure Survey and a Business Income and Expenditure Survey 
are to be conducted to assess the Islands ability to pay rates. The results of the 
survey are to be provided to the Commonwealth in full. 

 

 Also in the fourth quarter the Administration of Norfolk Island is to provide to the 
Department an updated property tax (municipal rates) implementation strategy 
having regard to the results of the Household and Business surveys. Ideally, the 
Municipal Rating Strategy will be formed by the results of the surveys, however 
this will not be possible due to the timeframes involved. 

 

11. RATING FRAMEWORK  
 

The rating framework will be set down in legislation by the Norfolk Island 
Government. The framework will provide considerable flexibility to suit the unique 
circumstances of Norfolk Island and abide by the benefit, ability to pay and simplicity 
principles.  
 
The Norfolk Island Government acknowledges that this framework cannot universally 
cater for every individual situation on a case-by-case basis but will provide for 
deferrals based on hardship or other individual circumstances.  
 
The Government also recognises that the framework will not necessarily deliver 
benefits to each ratepayer, to the extent of the rates paid. This is because benefits 
are consumed in different quantities and of different types over the life of the 
ratepayer, for example the amount of usage of the following facilities may extend 
from never used through to daily usage: libraries, roads and footpaths, parks and 
gardens, tourist facilities and promotion. In other words, Norfolk Island Government is 
required to govern for the whole needs and wishes of the community and raises rates 
accordingly rather than governing for individuals or specific groups.  
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12. THE RATING SYSTEM USING PROPERTY VALUATION OR LEVIES 
 
The value of unimproved land is used to calculate how much each property owner 
will pay in rates in a system of rating based on valuations. This system will be 
described further in the next section. 
 
Rates can also be charged as levies which are a Special Rate and this approach is 
described in further detail in this Municipal Rating Strategy. This is the method that 
the Norfolk Island Government has selected for implementation during 2014/15. The 
Government feels that this method more closely matches its goals of meeting the 
benefit, ability to pay and simplicity principles.  
 

13. PROPERTY VALUATIONS- THE VALUER GENERAL AND OBJECTIONS 
 
The Norfolk Island Government has determined that if a system of values is to be 
used for each portion of rateable land, then its preference is to obtain valuations on 
the basis of Unimproved Capital Value (UCV).  
 
To obtain valuations for Norfolk Island, it will be necessary for the Norfolk Island 
Government to engage licensed independent valuers to satisfy the statutory 
requirements. It is anticipated that the Queensland Valuer-General will be 
responsible for preparing the valuations for Norfolk Island and for certifying that the 
valuations are true and correct. The Valuer-General will provide a valuation roll for all 
rateable land to the Norfolk Island Government. The Norfolk Island Government will 
be responsible for publishing the values. 
 
An assessment for the purpose of rating may be against any piece of land subject to 
separate ownership or occupation. Contiguous or aggregated areas of vacant land 
with more than one title in the same ownership may be consolidated for rating 
purposes.  
 
Once valuations are obtained, there will then be a need to conduct a review of 
property values based on market movements and recent sales trends with a review 
of the value of every portion every five years as is identified in the Land Valuation Act 
2012. 
 
In determining the values, the valuers may undertake a physical inspection of all 
assessments during each revaluation cycle and often use complex formulas based 
on sectors, sub-market groups, influencing factors such as locality, views, and areas 
of the land compared to sales trends within each sector. The valuations are also 
based on the highest and best use of a property for instance if the land is capable of 
subdivision, it may be valued accordingly.  
 
The Land Valuation Act 2012 provides that an objection to the valuation may be 
made following the issue of the valuation notice. It is likely that the Victorian Valuer-
General will hear these objections.  
 
Objections will be dealt with in accordance with the Land Valuation Act 2012. 
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14. VALUATION INCREASES- A GAIN FOR THE GOVERNMENT? 
 
There is a common misconception that if a property’s value rises then the Norfolk 
Island Government would automatically receive a gain due to the additional rates 
income. This is not necessarily the case, as the revaluation process results in a 
redistribution of the rates burden across all portions in the Island.  
 
It is intended that the Norfolk Island Government only increases the total amount of 
revenue by an amount required initially by the 2013/14 Funding Agreement and then 
in the future, by various percentages across each of the rating categories in order to 
provide the services and capital works expected by the community.  
 

15. RATING DIFFERENTIAL CATEGORIES 
 
The legislation will allow Norfolk Island Government to establish differential rating 
categories based on the use of the land, the geographic locality of the land or the use 
and locality of the land. These different classes were raised in the Policy Position 
Paper and presented to the Norfolk Island Government in April 2014 and are 
considered to be the most representative of the various land uses in the Island. 
Whilst there is no limit on the number or type of differential categories that can be 
utilised, it is important that the categories reflect the diverse mix of geographically 
located and land use properties. It is important that each differential category is 
therefore clearly differentiated.  
 
The establishment of differential categories can ensure greater equity according to 
the ability to pay and taxation principles.  
 
In a valuation based rating system, the rating framework using differential rating 
categories employs a variable “rate in the dollar” to raise rates on a pro-rata ad 
valorem (by value) basis against the value of the property.     
 
The Norfolk Island Government would therefore calculate the rates payable by 
individual portion owners using the Unimproved Capital Value (UCV) as follows:  
 
Rate in the dollar x Property value (UCV) = Rates payable 
 
For example, if the rate in the dollar for a residential property is set at $0.0025 
(0.25cents in the dollar) then a portion with an unimproved capital valuation (UCV) of 
$100,000, would mean the annual rate payment would be $250.00, calculated as:  
 
$0.0025 x $100,000 = $250.00  
 
In levying a differential rate the Norfolk Island Government must specify the 
objectives of the differential rate and define the types and categories of land. 

 
The application of a differential rate means that one category of property is treated 
differently from another and pays either a higher or lower rate in the dollar. As a 
result, each differential will affect other land use categories, for instance a lower 
differential applying to one category can only be balanced by a higher differential 
applying in another and vice-versa.  
 
The intent of this Municipal Rating Strategy is to provide clarity, consistency and 
transparency in the application of differential rates. Based on the Government’s 
Policy Position Paper, the following differential rating categories are considered the 
most appropriate based on the Island’s land uses:  
  

 residential land;  

 rural and agricultural land;  
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 commercial/industrial land;  

 tourist accommodation land;  

 vacant land;  

 charitable land;  

 administration- other land; and 

 airport land  
 
The Norfolk Island Government considers that this method is a fair approach to 
distribute the rate burden across all ratepayers using the following differential 
categories:   
 

15.1. RESIDENTIAL DIFFERENTIAL CATEGORY 

 
The Residential Differential Category would apply where the land is –  

a. used for residential purposes, or has the potential predominant use by virtue 
of its activities conducted upon the land for residential purposes; and 

b. used solely for one or more households; but will 
c. exclude properties that charge a tariff for short stay commercial 

accommodation 
 
The land termed Residential would be used for: 

 single residences; 

 dual occupancy; and 

 home occupation 
 
The land may be further categorised by its size. 
 

15.2. RURAL AND AGRICULTURAL DIFFERENTIAL CATEGORY 

 
The Rural and Agricultural Differential Category would apply where the land is –  

a. used for primary production purposes, or has the potential predominant use 
by virtue of its activities upon the land for primary production purposes; and 

b. used for non-residential purposes; and is 
c. vacant 

 
The land termed Rural and Agricultural would be used for: 

 cattle grazing 

 sheep grazing 

 orchards 

 gardening 

 horses 

 timber mill 

 piggery 

 nursery 

 coffee 

 implement / farm shed 

 palm seeds 
 
The land may be further categorised by aggregating multiple ownership. 
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15.3. COMMERCIAL/ INDUSTRIAL DIFFERENTIAL CATEGORY 

 
The Commercial/Industrial Differential Category would apply where the land is -  

a. used for commercial purposes, or has the potential predominant use by virtue 
of its activities upon the land for commercial purposes; or 

b. used for industrial purposes, or has the potential predominant use by virtue of 
its activities upon the land for industrial purposes. 

 
The land termed Commercial/ Industrial would be used for: 

 retail shop 

 warehouse 

 café, restaurant 

 mechanical workshop 

 electrical workshop 

 carpentry / cabinet making / joinery 

 plumbers workshop 

 bar / pub 

 concrete batching 

 rock crushing 

 hire car detailing 

 laundry 

 aluminium joinery 

 bakery / groceries 

 food outlet 

 petrol station 

 gas storage / distribution 

 hairdressing 

 panel beating 

 upholstery 

 freight shed 

 child care 

 art gallery 

 graphic art / printer 

 massage / beauty therapy 

 veterinary clinic 

 market gardening 

 multiple dwellings 

 home industry 

 offices / administrative 
 
The land may be further categorised by its size. 
 

15.4. TOURIST ACCOMMODATION DIFFERENTIAL CATEGORY 

 
The Tourist Accommodation Differential Category would apply where the land is – 

a. used for registered tourist accommodation purposes for which a tariff is 
charged for the principal purpose of provision of accommodation; or  

b. has the potential predominant use by virtue of its activities upon the land for 
tourist accommodation purposes 

 
The land termed Tourist Accommodation would be used for: 

 tourist accommodation, 

 hostels 

 resorts,  

 guest houses 

 back packers accommodation  
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The land may be further categorised by the number of tourist accommodation units 
on the land. 
 

15.5. AIRPORT DIFFERENTIAL CATEGORY 

 
The Airport Differential Category would apply where the land is – 

a. a range of Airport and aviation activities;  
b. meteorological activities;  
c. Administration services such as Waste Management, electricity, fire service, 

health and quarantine services;  
d. limited industrial activities such as rock crushing;  
e. private operations at leased land such as hangars, freight sheds.  
 

The land termed Airport would be used for: 

 Airport 
 
The land may not be further categorised. 
 

15.6. CHARITABLE DIFFERENTIAL CATEGORY 

 
The Charitable Differential Category would apply where the land is – 

a. occupied by a charitable organisation for the principal use of sport, recreation, 
church or other community purposes that do not generate any private 
pecuniary profit 
 

The land termed Charitable would be used for: 

 Churches 

 Community pre-school  

 Sports clubs 
 
The land may be further categorised as to whether a liquor licence or no liquor 
licence applies to the land. 
 

15.7. ADMINISTRATION-OTHER DIFFERENTIAL CATEGORY 

 
The Administration-Other Differential Category would apply where the land is – 

a. Owned by Administration of Norfolk Island; and  
b. Not used for a commercial purpose; and 
c. Not identified in any other category by virtue of the assessment and 

determination of the dominant land use.  
 

The land termed Administration-Other would be used for: 

 Public Works depot 

 Lions Park 

 Bicentennial Oval 
 

The land may not be further categorised. 
 

15.8. OTHER DIFFERENTIAL RATING CATEGORIES DETERMINATION 

 
Selecting differential categories that narrowly or specifically define land uses is not 
appropriate. Such specific differential categories could include:  
  

 Business premises defined whole or in part by hours of trade;  

 Fast food premises; or 

 Sheep grazing activities within the rural and agricultural use area 
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16. SPECIAL RATES – A LEVY SYSTEM  
 

The Norfolk Island Government will have the ability within the proposed legislation to 
levy a special rate to fund service provision and need not necessarily use 
unimproved capital values (UCV) as the basis for charging rates. A special rate is 
detailed as follows: 
 

 The allocation of the levy is made to certain programs as selected by the 
government. The specific details of the programs would be identified, clearly 
articulated to the community and generally would not apply to wages etc. This 
would meet the principle of community accountability and help to build and 
maintain community support.  

 Such an example of a levy system could include: 
 

PROPOSED LEVY 

CATEGORY 
EXAMPLES OF SERVICES AND 

FACILITIES IN THAT LEVY 

CATEGORY 

PROPOSED PERCENTAGE 

OF RATES RAISED TO 

BE ALLOCATED TO 

THAT LEVY CATEGORY 

Public Places and 
Cemetery 

 Burnt Pine Beautification 
and Upgrade Program;  

 parks and gardens,  

 public amenities 

 Library 

 Cemetery maintenance 
 

15% 

Tourism Related 
 
 

 marketing and promotion  70 % 

Environment and 
Planning 

 weed control, 

 reserve improvements 

 environmental protection 
and sustainability programs 

   

15%  

 

 In the situation where $250,000 was raised as a rate using a Levy Based 
System then the funds raised would be allocated based on the percentages 
as follows: 

 
Public Places and Cemetery   $  37,500 
Tourism Related    $175,000 
Environment and Planning-    $  37,500 
 
Total -      $250,000 

 

 The percent allocated to various services in the Levy Based System need not 
be fixed and could vary from year to year depending upon program needs 
and priorities.  

 The programs selected mean that levies have to be charged for this program 
over a period of years then this would be clearly articulated so that ratepayers 
understood what the funds were being raised for and that the funds would 
only be spent in those areas.  

 In other jurisdictions, as part of preparing an annual budget, a council 
considers community needs in relation to its available income requirements 
for the coming year before deciding how much it should raise in general rates.  

 In the case of a special rates levy system, the levies raised would total the 
specific amount identified for the function. 
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 Special rates are specifically designed to address the benefit principle and 
may be used in lieu of or even to compliment a valuation based differential 
rating process.  

 
The Norfolk Island Government may have several special rate schemes in place at 
any one time and needs to ensure that the additional load placed upon the 
Administration is considered and justified. The consideration of such schemes should 
be on a case by case basis as to whether revenue collection issues would be better 
addressed by general rates or user charges.  
 

17. WHICH LAND WON’T/WILL BE SUBJECTED TO RATING 
 
Land that is a road easement, a private road and un-leased Crown lands is not 
intended to be subject to rating. 
 
Portions that are affected by sewerage easements will be subjected to rating and no 
discounts are intended to be provided at this stage to portions located within the 
KAVHA World Heritage Precinct or other heritage or environmental overlays. 
  

18. THE PAYMENT OF RATES PROCESS 
 

18.1. LIABILITY TO PAY RATES 

  
The owner of a portion is liable to pay the rates on that land. In certain cases, the 
occupier, mortgagee or licensee holder is liable through agreement with the owner to 
pay the rates.  
 

18.2. PAYMENT DATES FOR RATES  

 
Rates are a charge on the property and the legislation may allow the rates to be paid 
in one of the following ways:  
 

 By lump sum or in equal instalments with the dates likely to be fixed by the 
Minister through notice published in the Government Gazette:  

 To be eligible to pay by instalments, it is generally a requirement that the first 
instalment is paid by a set date.  

 

18.3. PAYMENT METHODS 

 
Norfolk Island Government offers an extensive range of payment options including 
Bpay, direct debit, by mail, telephone, by payment plan or over the counter at the 
Administration’s designated customer service centre. 
 

18.4. INCENTIVES FOR PROMPT PAYMENT 

 
Norfolk Island Government can determine whether incentives such as a discount for 
prompt payment will be offered for 2014-2015 or in any future year in accordance 
with the proposed legislation. Generally, Councils offer in the region of between 3-
10% when a discount is offered. Others offer no discounts preferring to penalise the 
non-payers. 
 

18.5. PAYMENT DIFFICULTIES AND HARDSHIP 

 
Ratepayers who are experiencing difficulties in paying their rates will be encouraged 
to immediately contact the Administration of Norfolk Island to discuss an alternative 
payment method.  
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All enquiries will be treated confidentially and will help prevent future legal action for 
recovery of overdue rates which can be costly for both parties. Options when 
payment difficulties and hardship arise include: 
 

 Ratepayers could choose to enter an ‘arrangement’ that spreads their rate 
payment over an agreed period through the completion of a Payment Plan 
form.  Approval may be granted subject to an agreed amount being paid 
either on a weekly, fortnightly or monthly basis.  Interest may still be charged 
on all overdue amounts until the arrears are paid in full.  

 A hardship application will be assessed on an individual basis with aim 
always being to establish an agreed payment arrangement.  

 

18.6. DEFERRAL OF RATE PAYMENTS  

 
The ability to defer the payment of rates is also likely to be an aspect that is included 
in the legislation for those people who have proven financial difficulties. Generally 
such deferral is available only for those ratepayers who are also pensioners. Where 
deferral of the rates is approved, the agreement may be subject to regular review and 
interest at a negotiated rate may continue to accrue on outstanding amounts.  
 

18.7. INTEREST ON LATE PAYMENTS  
 

A system of interest will be developed and charged on overdue rates not paid by their 
respective due dates. 
  
The interest is likely to be calculated at the rate established within the legislation and 
usually becomes payable depending upon when the payment was missed as follows-  

 if the payment was payable in instalments only, on and from the date on 
which the missed instalment was due; or  

 if the payment was payable either in instalments or in a lump sum and the first 
instalment was paid by the due date, on and from the date on which the 
relevant subsequent missed instalment was due; or  

 if the payment was payable either in instalments or in a lump sum, and 
neither the first instalment nor the lump sum were paid by the due dates, on 
and from the date on which each missed instalment was due.  

 
The applicable interest rate will be set in the legislation. In the local government 
sector the interest does not exceed 11% of the unpaid rate or instalment and is likely 
to be calculated daily and levied monthly. The interest continues to be payable until 
the payment or recovery of the rates. 
 

18.8. DEBT RECOVERY – COLLECTION OF OVERDUE RATES  

 
There is a need to encourage all ratepayers to pay their rates on time so that those 
who do pay on time do not subsidise or bear the costs of those ratepayers who 
default in payment. The outcome caused by some ratepayers failing to pay on time is 
that the Norfolk Island Government loses necessary and valuable investment 
opportunities which then also become a cost on the community.  
 
In the event that an account becomes overdue, it is planned that the legislation will 
provide for the Administration of Norfolk Island to issue an overdue final notice with 
interest charges. If the account continues to remain unpaid the Administration may 
then take legal action to recover any overdue amount. All fees and court costs are 
generally recoverable from the ratepayer.  
 
In local government, if an  amount of rates remains unpaid in  respect  to  land  for a 
continuous period of three years or more the local government has the power to 
commence proceedings that as a last resort, enable the land to be sold to recover 
debts owing. The Norfolk Island Government will need to establish provisions within 
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its legislation to enable the recovery of unpaid rates from those portion owners who 
are in arrears for a period of at least 3 years or longer (or similar period).  
 
The Administration of Norfolk Island would always ensure that every effort will be 
made to contact ratepayers at their correct address if there is evidence of non-
payment but it will be the individual ratepayers’ responsibility to ensure that the 
Administration has been provided with the correct contact details of the owner.  
 

18.9. PENSIONER RATE CONCESSIONS 

 
Eligible pensioners could receive a percentage rebate off their Norfolk Island rates for 
their principal place of residence up to a maximum amount. For example, a 50% 
discount could be offered to pensioners capped up to a maximum of $150.  
 
To obtain a concession, the pensioner would need to demonstrate eligibility and this 
would generally mean being a Norfolk Island Pensioner or holding a Department of 
Veterans Affairs Pensioner Concession Card or Gold Card for Totally and 
Permanently incapacitated persons or War Widows.  
 
There will be a number of criteria that determine whether a full or part concessional 
rebate will be applied to a pensioner’s portion of land. These details that may be 
applicable are further described below:  

 Pensioner(s) only owner(s) -   Full Rebate   

 Pensioner and Non-Pensioner Spouse only owners -   Full Rebate   

 Pensioner(s) and Non-Pensioner Spouse owner(s) - Proportional Rebate 
based on share of ownership i.e. one pensioner and two non-spouse non-
pensioner owners – One-third of Rebate could apply. 

 
Upon acceptance of pensioner status the concession or rebate is usually deducted 
from the rate account before the rates notice is issued to the ratepayer.   
 
Applications for the concession will need to be lodged before a set date each year 
with the date usually being 30 June. Once a pensioner becomes eligible, the 
concession would apply to all future rates components with back dating not likely to 
be allowed in the legislation. 
 

19. RATE MODELLING AND IMPACT ON RATEPAYERS 
 
A rates model needs to provide a series of scenarios so that the Government can 
consider the impact of their decisions about service levels and the associated 
revenue needs.  With an interactive model, Government Ministers have the ability to 
immediately see the impact of various scenarios on different categories of properties 
and total rate revenues.  
 
The Norfolk Island rates model is attached as Appendix 1 and demonstrates the 
following key aspects over the four years of this strategy raised through a system of 
special rating levies: 
 

Year 1- 2014/15- municipal rates raised - $250,000 
Year 2- 2015/16- municipal rates raised - $500,000 
Year 3- 2016/17- municipal rates raised - $750,000 
Year 4- 2017/18- municipal rates raised - $1,000,000 

 

20. OBJECTIVES, REVENUE TARGETS AND ANNUAL REVIEWS 
 
The Government’s long-term financial plan will provide a framework for the setting of 
rates for any given financial year.  The revenue targets as set out will need to be 
updated to allow for future change in circumstances from year to year, taking account 
of likely growth in properties, property values and service delivery levels and costs 
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and the quantum of own-source revenue required and strategic objectives balanced 
against the community’s ability to pay.  
 

21. THE SUGGESTED ANNUAL RATE-SETTING PROCESS 
 
The timetable is at the discretion of the Norfolk Island Government but should 
provide sufficient time for:  

• Assessing growth in service delivery costs.  
• Evaluating the impact of current and future budget pressures.  
• Considering the impact of property revaluations.  
• Modelling the impact of rates revenue and the impact of increases in rates  
• Workshopping options and scenarios with the Government.  
• Where necessary, consulting with the community on changes to the rating 

regime.  
• The quantum of rates to be established prior to 30 June each year. 
• Allowing time to update documentation, statements and website  

 

22. ADDITIONAL RESPONSIBILITIES IN YEAR ONE 
 
It is recognised that in year one, there will be many additional tasks and 
responsibilities in establishing a municipal rating system for Norfolk Island, these 
include workshops and community consultation as provided in more detail below. 
Other tasks are more easily summarised, will require the implementation of project 
planning principles and include those in the following incomplete list: 
 

1. Finalise the valuation arrangements if necessary 
2. Finalise the appointment of a Valuer General  
3. Meet milestone targets with the Commonwealth 
4. Finalise the assent of a Rating Act, Rating Regulations and Land 

Valuation Regulations 
5. Finalise a budget for rating revenue 
6. Finalise a budget for expenses incurred in raising rates revenue 
7. Develop software for storing the valuations 
8. Develop software for the production of rates notices 
9. Develop all internal forms, processes and systems 
10. Develop website and information fact sheets 
11. Develop resources for community engagement 
12. Establish mechanisms to receive feedback from the community 
13. Finalise the cross matching of titles data and portion ownership 
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14. Seek written feedback from portion owners to ensure that the 
Administration holds their correct names and address details for notice 
issuing particularity for aggregated or contiguous properties where 
discounting mechanisms may be incorporated 

15. A system of key milestone dates needs to be established  
16. Should a special rating-levy system be required, the criteria for the 

breakdown of the funds to be raised and itemising expenditure needs 
to be established 

17. Considerable internal task orientation is necessary to incorporate the 
finance/ accounts and land titles sections 

 

23. WORKSHOPS WITH NORFOLK ISLAND GOVERNMENT MINISTERS 
 
An annual workshop will provide Ministers and management with an opportunity to 
consider a range of issues that might impact on the rating decisions including:   

• Reviewing the principles of taxation and how they are being applied.  
• Identifying changes in the demographics of the Island.  
• Identifying changes in the current and proposed development of the Island. 
• Consideration of changes in services standards, new services and service 

reductions.  
• The use of a rating model to work through various rating scenarios, including 

impacts as a result of changes in valuations.  
 

24. COMMUNITY CONSULTATION BY THE GOVERNMENT 
 
After receiving the Municipal Rating Strategy it is proposed that the public be invited 
to make comment. The strategy or similar document is likely to be available for 
download from the Norfolk Island Government’s website to assist, inform and 
communicate with the community. In future year’s further consultation will occur. 
 
It is recognised that consultation with residents on the Island has the following 
benefits:  

• It acknowledges that Island residents and ratepayers have a right to influence 
or to contribute to those decisions that affect their lives;  

• It makes decision makers more accountable and sensitive; and  
• It enables local knowledge to be heard which can assist in developing better 

outcomes. 
 
It is important to ensure that the residents understand the nature of the consultation. 
If the purpose of the consultation is simply to provide information then this should be 
clearly stated at the outset.  As in any consultation, if the Island community can have 
an impact on the final decision, then the extent of this influence needs to be outlined 
at the beginning of the process.  
 

25. PUBLISHING THE RATES INFORMATION 
 
While there will be a requirement for formal notification to the community included 
within the legislation, there is also an opportunity to provide more extensive 
information including:  

• Comparative data showing previous year(s) compared with current year.  
• Revenue to be raised by property category, with comparative data.  
• Where new revenue is being raised, why it is necessary and what new 

services the revenue will fund.  
 

26. CONCLUSION - A RECAP OF THE KEY ELEMENTS FOR THE NORFOLK 
ISLAND MUNICIPAL RATING STRATEGY  

 
As described throughout, the Norfolk Island Government’s Municipal Rating Strategy 
for 2014/15 - 2017/18 is framed around the following key elements:  
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1. That the basis of valuation for rating purposes is to be by Unimproved 

Capital Valuation (UCV);  
2. That special rating levies are to be used as the system of municipal rating 

as an alternative to or to compliment a valuation process of rating  
3. That the amount raised by the rates is phased in accordance with the 

2013/14 Funding Agreement  
4. That the uses of land are to be taken into consideration when setting 

differential rates.  
5. That certain types of land uses are rated and other types of land uses are 

not, for instance private roads are not rated, but portions with sewerage 
easements are rated. 

6. That the ability to pay in accordance with the outcomes of the Household 
and Business Income and Expenditure Surveys are to be taken into 
consideration when setting differential rates.  

7. That the Norfolk Island Government enables the provision of concessional 
rebates for pensioners  

8. That the Norfolk Island Government establishes a process to assist those 
experiencing financial hardship to meet their rate commitments 

9. That there is a reasonable degree of certainty offered in relation to the 
amount of an individual’s rates burden with the implementation of the 
Municipal Rating Strategy to be phased in over four years.  

10. That the Norfolk Island Government considers methods and opportunities 
for the community to better understand the rating system, including details 
on the property valuation process, how rates are calculated, payment due 
dates and payment options, interest on arrears, the government funded 
pensioner rebate, deferred payments and financial hardship.  
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