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FOREWORD

Aligning Aspirations

The establishment of any organisation brings with it a combination of expectations, opportunities, challenges and
obstacles. No less so for Norfolk Island Regional Council (NIRC), created in 2016 as another manifestation of the
ongoing process of change experienced by the Island since the establishment of the first convict settlement in 1788.

NIRC'’s first four years were inevitably going to present many challenges as the Council and community went through
the developmental stages of forming, storming, norming and performing. Tuckman’s model of team development
applied well to the circumstances present when the Council opened its doors on 1 July 2016. The team consisted
not only of the newly elected councillors but also a wider group consisting of the Commonwealth Government at
ministerial, administrative and departmental levels and importantly the Norfolk Island community, some 1,700
residents, for whom the Council was created.

As the processes of team development played out, they were abruptly confronted by the once in a century experience
of a global pandemic hitting the Island’s economic mainstay of tourism harder than many communities across
Australia. Norfolk’s capacity to sustain its economic base was stretched to the limit challenging even the most
established and resilient of businesses. The newly formed Norfolk Island Regional Council was no exception. The
strategic and operational challenges of the first term were now up against the financial reality of diminishing revenue
and the uncertainty of when the situation would improve.

This Independent Governance and Financial Audit has not only sought to take a snapshot of the current financial
and operational performance of NIRC, but more importantly to look into the wider set of roles, responsibilities and
relationships of the “whole” team that makes up Norfolk Island. English poet John Donne wrote in 1624 “No man is
an Island” reflecting on our co-dependency as humans. The same principle equally applies in the business world
and at the intergovernmental level between Federal, State and Local Government.

This Audit has taken a holistic approach not only looking at the interaction of NIRC with its community and the
environment in which it operates but also with the Commonwealth Government and the essential role it plays in
Norfolk’s present and future sustainability.

The Audit has independently identified the strengths, weaknesses, opportunities and threats confronting NIRC and
its interdependencies with the wider members of the Norfolk Island ‘team’. It has sought to identify what each of the
members of the team can bring in response to what has been discovered. For the future of NIRC will be a product
of these many relationships and all parties have a role to play in what is being sought - a mutually successful
outcome. If one of us benefits, we all benefit when we work to align our aspirations.

On behalf of the consulting team, | wish to sincerely thank the Mayor, Councillors and officers of NIRC, the community
of Norfolk Island, the Commonwealth Government (Administrator and DITRDC officers — on Island and in Canberra)
for their willing contributions to the Audit. It is evident that all have Norfolk Island’s interests and future at heart.

Greg Hoffman PSM
Managing Director
Grassroots Connections Australia Pty Ltd

November 2020
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AUDIT SNAPSHOT

BRIEF SUMMARY OF ISSUES AND GENERAL ASSESSMENT

WORKING SATISFACTORILY BUT
COLLABORATION COULD BE IMPROVED

OVERALL IS SOLID RISK MANAGEMENT

NEEDS MAJOR
NEED IMPROVEMENT | IMPROVEMENT

STRATEGIC PLANNING GENERALLY NEEDS
FOCUS AND INTEGRATION

PATHWAYS FORWARD ARE NOT COORDINATED

DISCONNECT

’ NEEDS MAJOR REVIEW

NEEDS ATTENTION CRITICAL RISKS FOR NIRC

=

SERIOUS PROBLEMS WEAK DUE TO POOR

IN NIRC ENVIRONMENTAL IMPLEMENTATION
MANAGEMENT

POTENTIAL TO IMPROVE

NIRC EXECUTIVE
WELL FOUNDED LEADERSHIP

NEEDS MORE COORDINATED
IMPLEMENTATION
AND FUNDING
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BRIEF SUMMARY OF ISSUES AND GENERAL ASSESSMENT

Review Element

Council meeting
agenda and reports

Framework

Good

Implementation

Community
Engagement
Framework

Transparency

Councillor Conduct

Audit & Risk
Management

Integrated Planning
& Reporting

Strategic /
Operational
Integration

Policies &
Procedures

Strategic Land Use
Planning

Development
Assessment

Waste Water
Management

Solid Waste
Management

Environmental
Management

Page 5 of 230

Pest Management

O,
®
©
®
©
©
©
©
®
®
®
®
®
®

WP ®®®®O®OOO0®

Fair

Poor

Review Element

Regulation,
Registration &
Licensing

Framework

Implementation

Financial Operating
Performance

Asset Management

Long Term
Financial Planning/
Sustainability

Revenue Raising /
Capital Funding

Business
Enterprises

Fire Services

State Disconnect

Economic
Development

Budget Processes

Enterprise
Resource Planning

ICT Systems

Workforce Planning

Organisational
Development

Service Delivery
Agreement
Compliance

ONOHCHOHOHOHONOMNOHONOHONOHONO

OONOHOHOHOHONONHONOHONOHOHONEO




EXECUTIVE SUMMARY

Norfolk Island is an external Australian territory in the Pacific Ocean about 1600 km northeast of Sydney — refer to
the Figure 1 map illustrating Norfolk Island’s location. Norfolk Island is one of Australia's most isolated communities
and one of its oldest territories, having been settled six weeks after Australia's founding settlement at Sydney, New
South Wales.
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The Norfolk Island Regional Council (NIRC) —— v
commenced on 1 July 2016 and consists of five
Councillors who are elected for a four-year term. . -
o 4 8mi e ZEALAND
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responsibility of the General Manager who reports to the Council through the Mayor.

The NIRC is unique in that it provides local government services, runs several business enterprises and is contracted
to provide Commonwealth funded state services such as: land titles registration, motor vehicle and drivers licensing,
courts and legal services, companies registration and ports management.

NIRC operates under the NSW local government framework, comprising the Local Government Act 1993 (NSW)
(NI) (applied Local Government Act) and the Local Government (General) Regulation 2005 (NSW)(NI), as well
Norfolk Island continued laws.

NIRC has encountered significant challenges since its transformation to a new local government entity in 2016.
Some of these challenges have created financial sustainability issues for the Council as well as raising questions
about the quality of NIRC’s business planning and legislative compliance.

In early July, NIRC unanimously resolved that a full audit of the finances and governance of the Council’s operations
be conducted, and the Department of Infrastructure, Transport, Regional Development and Communications
(DITRDC) be asked to manage the engagement of consultants. It was determined that a performance audit be
conducted under Division 2A and Division 3 of Part 13 of the Local Government Act 1993 (NSW) (NI) to cover
governance, financial and operational matters as set out under the Scope of Audit section in the Terms of Reference.

In order to address the audit's complexity and scope, a ‘systems approach’ together with a modified version of
McKinsey’s Seven S Framework?! was used by the Grassroots Connections Australia Consulting Team. An analysis
of the issues was undertaken at the macro level against the McKinsey’s model of Seven Ss (Strategy, Shared Values,
Systems, Style, Structure, Skills, Staff) and at a more micro level against the themes of:

1. Governance
2. Strategic Planning and Regulatory Framework

3. Financial Sustainability

! Thomas J. Peters and Robert H. Waterman (1982)
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4. Systems Capability

5. Operational Service Performance

From this analysis a number of Strengths, Weaknesses, Opportunities and Threats were identified as highlighted in
Figure 2 below.

Figure 2: SWOT Analysis of NIRC
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EXTERNAL OPPORTUNITIES

o World Heritage listed KAVHA site.

e Natural environment and attractiveness of the
island.

e Unique history and culture.

e Improved connectivity through undersea cable
and data centre opportunities.

e Build upon the “Norfolk Island 2030 —
Sustaining our Future” initiative to prepare
a collaborative plan for the future of Norfolk
Island — encompassing social, economic,
environmental, legal framework and
governance outcomes.

e Prepare a comprehensive, revised Norfolk
Island Plan tailored to the current and forecast
development and land-use needs of the island.

e Enhanced environmental sustainability through
renewable energy, wastewater reuse, and
waste minimisation and reuse.

e Biodiversity research presenting educational
and adventure tourism opportunities.

o ‘Wellness' tourism market.

e Continuous improvement to the Service
Delivery Agreement.

e Strategic philanthropy with potential for
enhanced social and environmental impact.

EXTERNAL THREATS

Small, declining and aged population with relatively
low household incomes.

Isolation from mainland Australia.

A divided community with sectors lacking trust and
confidence in the government institutions on the
Island.

Frequent change of Commonwealth Government
Ministers and Departmental staff.

Heavy reliance of economic activity on tourist
visitation.

Lack of an appropriate all-weather port limiting the
delivery of essential goods and resulting in very high
freight costs impacting the cost of living and doing
business on the island.

Limited access to tourist markets due to limited air
services to/from the island.

Lack of access to a reliable telecommunications
network.

A complex legislative framework including a mix

of legacy Norfolk Island legislation and NSW Local
Government Act and Regulation modified for Norfolk
Island.

Dated legislation which lacks currency and
effectiveness relative to today’s social, economic,
environmental and governance contexts on the
island.

The “State Disconnect”.

High cost of biosecurity and First Point of Entry
obligations.

COVID-19

Climate Change leading to uncertain water security
given reduced rainfall and depleted groundwater -
impacting on sustainable growth.

Pest impacts on flora and fauna.

The analysis undertaken for this Audit Report has highlighted that significant legacy issues were inherited by NIRC
upon its establishment. It is recommended that these issues (as detailed in this Audit) be addressed as a matter of
urgency as significant financial challenges and environmental non-compliances continue to exist. Whilst it appears
it was the expectation of the Commonwealth for NIRC to take responsibility for these issues, NIRC does not have
sufficient funding capacity for the issues to be addressed in a timely manner. Consequently, there is an urgent need
for a long-term funded strategic and financial plan to be developed in a collaborative manner between NIRC and the
Commonwealth. This will help deliver a more robust financial outcome; ensure greater compliance with established
environmental and public health standards; and prioritise infrastructure and service projects to meet identified
community needs. To be effective, the plan must include the allocation of responsibilities, actions and delivery
timeframes.

The strategic and financial plan referenced above should be informed by the Audit’s 84 recommendations, which are
presented below and in Section 7 of this Report.
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A priority classification system has been adopted for the recommendations which reflects the urgency with which actions identified should be commenced. Preferably the
action should be completed within the time frame, but it is recognised that circumstances will arise given the scope and number of recommendations which will impact on
completion time.

Priority classification:

° Very High (VH) — 0 to 3 months
o High (H) — 6 to 12 months
o Medium (M) — 12 to 18 months
o Low (L) — 18 to 24 months

PRIORITY
VH - Very High

SECTION REFERENCE RECOMMENDATIONS H - High
M - Medium
L - Low

6.1 GOVERNANCE FRAMEWORK

1. That NIRC consider re-making its Advisory Committee Structure through the establishment of four
Council Committees:

e Services.
e Planning and Environment. H

e Finance and Corporate Services.

Governance and Decision e Economic Development
Making Frameworks

2. That input to these Committees be provided for interest groups and individuals on invitation ensuring
the opportunity for community engagement into NIRC’s strategic and policy development processes. H

3. That efforts continue to align the CSP outcomes with operational delivery and to improve line-of-sight
between the higher order strategies and operational/service delivery standards. H p

4. That the content of the Annual Report seek improved focused on reporting performance/
implementation against the CSP outcomes and strategies.

Page 9 of 230 \ ’
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PRIORITY
VH - Very High

SECTION REFERENCE RECOMMENDATIONS H - High
M - Medium
L - Low

5. That NIRC consider formalising its Governance Framework in an adopted policy to clarity the roles
and responsibilities encompassed in the Framework. H

6. That the resourcing of the Audit/Risk Management function be reviewed after twelve months to assess
its adequacy. M

7. That a planned schedule be created for the ongoing review of NIRC Policies based on setting priority L
for topics, with a view to completing the full set by the end of 2021.

8. That a gap analysis be undertaken of policy areas requiring new policy instruments and a plan

Council Policies and * gap y POy quinng Policy P L
Procedures established for their development.

9. That the compilation of Procedure Manuals for key operational functions be progressed on a risk M
assessment basis to ensure areas of high staff turnover do not suffer from loss or dilution of corporate
knowledge.

10. That the fortnighlty meeting between NIRC and DITRDC on-Island staff continue to address
operational issues. VH

11. That NIRC and DITRDC consider restructuring the quarterly meeting to discuss strategic issues to
include: VH
o NIRC Mayor and General Manager.

Relationship between the o
Council and its governing e The Administrator.
agencies )
e Assistant Secretary, DITRDC.

12. That these quarterly meetings be held face-to-face alternating between Canberra and Norfolk Island.

VH

13. That a Partners in Government Agreement be developed setting out the roles and responsibilites of
the Commonwealth and NIRC in a form simplifying the complexity of the Norfolk Island governance VH
model.
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PRIORITY

VH - Very High
SECTION REFERENCE RECOMMENDATIONS H - High

M - Medium
L - Low

14. That NIRC seek membership of the Commonwealth and State agencies inter-agency forum to build
mutual understand, working relationships and opportunites for collaboration between NIRC and these VH
agencies.

15. That NIRC recruit a full time Inter-governmental Relations Manager to act as an expert and dedicated
advisor / resource to help better coordinate engagement activities between NIRC, the Commonweath VH
Government (at both Ministerial, Administrator and Departmental levels) as well as key community
groups and other relevant stakedholers.

6.2 STRATEGIC PLANNING AND REGULATORY FRAMEWORK

16. That the Norfolk Island 2030 — Sustaining our Future:

e Be a Plan collaboratively led by the Commonwealth through the Administrator’s Office, DITRDC
office on the Island and NIRC—- to build partnership both in terms of working arrangements and
which is visibly symbolic for the Island community.

o Establishes clear goals and directions for “what we want Norfolk Island to be and look like” in ten
(10) years’ time - based upon extensive community engagement in accordance with the Norfolk
Island Community Engagement Framework - with an Implementation Program (recognised as
needing to be adaptable over time) which includes:

Implementation of IPR
Framework o acomprehensive long-term Legislative Framework.

o targeted funding priorities and attribution.

o allocated roles and responsibilities.

e Integrates with and informs the NIRC’s CSP. i.e. consistency with directions and strategies, long-
term-financial and resource planning.

17. That a Liaison Committee be established to provide inputs into: H ﬁ
L

o Norfolk Island 2030 — Sustaining our Future.
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PRIORITY
VH - Very High

SECTION REFERENCE RECOMMENDATIONS H - High
M - Medium
L - Low

e The Norfolk Island Community Strategic Plan.
e Review of the Planning Act 2002 (NI).
e The Norfolk Island Plan Review.

18. That this Committee comprise senior representatives of the Administrator’s Office, NIRC, DITRDC on

H
Island team, Council of Elders, Chamber of Commerce; Tourism Advisory Committee, and People for
Democracy to enhance dialogue, communication, build understandings, partnership and trust.
19. That the Norfolk Island Plan be comprehensively reviewed with timing that integrates with the M

amendments to the Planning Act 2002 (NI) — and funding and professional resources allocated to enable
this to occur — with staging as follows:

Stage One:
The Strategic Plan be comprehensively reviewed based on the following:

e A foundation of NIRC led consultation including a Reference Group comprising the Chamber of
Commerce; People for Democracy, the KAVHA, Tourism Advisory Committee, Council of Elders —
with the aim of building more cohesion and social capital to underpin the Plan.

e Sustainability (4 pillars of economic, social, environmental and governance).

Strategic Land Use Planning o _ )
o A greater level of aspiration for future development and land-uses to achieve the short, medium and

long-terms desired outcomes of DITRDC, NIRC and the Island community.
Including appropriate references to:

e FEvaluations of the alternative locations and criteria for the proposed composter, port and rock
quarry.

e Resolving acceptable standards and means of waste disposal and wastewater disposal and
treatment.

e Heritage and Biodiversity conservation — with Strategic Plan mapping providing the mapping
nomenclature for consistent inclusion in the zoning map for Part B of the revised Plan.

Page 12 of 230 ‘
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PRIORITY
VH - Very High

SECTION REFERENCE RECOMMENDATIONS H - High
M - Medium
L - Low

e Analysis of the Island’s infrastructure capacities to inform NIRC’s declared need for a Population
Policy.

An Implementation Strategy be developed including nominated responsibilities for actioning which:

o Reflects the previous amendments to the Planning Act 2002 (NI) and subsequent repeal of the
Norfolk Island Planning and Environment Board Act 2002.

o Explicitly recognises NIRC’s role in implementing the Plan.

e Implements the proposed changes to the Development Control Plan for Kingston and Arthur’s Vale
Heritage Area.

Introduce a new Development Control Plan for Community Title.

Review the Development Control Plans for: Water Resources and Outdoor Advertising Structures and
Signs.

Stage Two:
To implement the Strategic Plan the following actions be taken:

o A comprehensive Review of Part B of the Plan to significantly improve the rigour and pragmatic
implementation of the “Planning Requirements” including Zoning, Overlays and the General
Provisions.

e Updating of various definitions and procedures.

e Correction of drafting errors and general housekeeping matters.

20. That a qualified planner be recruited as net additional to the current staff establishment and related staff

H
budget, preferably a post-graduate with some (if limited) experience at the right level.
21. That budget allocations be increased to ensure that planning staff can sustain Continuous Professional
Development and have one attendee at the annual NSW Planning Institute of Australia State L
conference. ’
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PRIORITY
VH - Very High
SECTION REFERENCE RECOMMENDATIONS H - High
M - Medium
L - Low
22. That the review of the Planning Act 2002 (NI) be pursued to alleviate the inefficiencies caused to the M
Development Assessment function.
23. That NIRC consider negotiations with Port Macquarie-Hastings Council to extend the Agreement for M
resource support for:
Development Assessment
e Assessment of complex DA'’s.
e Strategic planning work.
e Mentoring and training.
e Ensuring updated knowledge and awareness of NSW issues and practices.
24. That the Local Government Act 1993 (NSW) (NI) be amended to insert the relevant provisions for On-
Site Sewage Management including the initiative of a register of septic tanks / onsite sewage
management and the requirement for annual inspections and ensuring proper maintenance and H
compliance.
25. That DITRDC work with NIRC to resolve wastewater disposal and treatment issues by:
o the endorsement of the option recommended in the Balmoral Report. H
Water and Wastewater « funding the detailed design and capital construction of that option.
Management
26. That NIRC undertake a review to establish the funding mechanism, and structure and staff capacity of
the NIRC Environment Team:
o to provide leadership and professional capability and capacity.
M
o to work with DITRDC to drive the implementation for wastewater disposal and sewage reticulation
infrastructure and means to achieve acceptable environmental standards.
e to provide enhanced level of community education. ’
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PRIORITY
VH - Very High

SECTION REFERENCE RECOMMENDATIONS H - High
M - Medium
L - Low

27. That DITRDC work with NIRC and Parks Australia to resolve — with very high priority - waste disposal
issues including the cessation of the disposal of waste at Headstone acknowledging that this will require VH
funding from the Commonwealth Government.

Waste Management
28. That NIRC undertake a review to establish the structure and staffing capacity of the NIRC Environment
Team to work with DITRDC to drive the implementation for waste disposal infrastructure and means to M
achieve acceptable environmental standards.

29. That the Ports Management Strategy — including the approval processes, design and construction

Biosecurity
timeline be finalised in order to secure facilities that support NIRC to achieve bio-security compliance.

30. That the Commonwealth and NIRC establish a task force to address the issue of planning, resourcing

Biodiversi
v and implementation of a strategy to protect the unique biodiversity of Norfolk Island.

31. That NIRC undertake a review to establish the funding mechanism, and structure and staffing capacity
Pest Management of the NIRC Environment Team to manage implementation of the Pest Management Strategy following M
its adoption - including the eradication of the Argentine Ants having high priority.

PEAS 32. That the NIRC and the Commonwealth develop a joint strategy to address the issue of PFAS "

contamination on Norfolk Island.

33. Acknowledging that some changes to relevant legislation will be required to provide the basis for
compliance actions nominated below, that NIRC establish a ranger position funded in whole or part by
the introduction of fees to enhance compliance for:

Regulation Registration and e Swimming Pool safety fencing — including, given the public safety issues and NIRC risk exposure - M
Licensing retrospective checks on existing pools.

o Compliance of On-site Sewage Management facilities.

e Dog registration and management. ﬁ
L

Page 15 of 230
‘ ]




GRASSROOTS CONNECTIONS AUSTRALIA

PRIORITY

VH - Very High
SECTION REFERENCE RECOMMENDATIONS H - High

M - Medium
L - Low

o Cats registration and management, and.
e Apiaries registration and management.
34. That a training and collaborative working arrangements between the NIRC Building Officer and
Customer Care staff be put in place. M
35. That NIRC and DITRDC collaboratively:
o Work with National Archives (NAA) to develop a retention schedule and coordinate the delivery of
solutions for records and archiving.
e Develop a concept design for appropriate, purpose-built facilities (air-conditioned and with moisture M
control) to sustain the life of records, artworks, documents etc.
o Finalise a records digitisation plan.
o DITRDC support funding proposals for the construction of purpose-built record storage facilities.
36. That DITRDC and NIRC undertake a review of the Statutory Appointments system to:
e Establish improved working and management reporting arrangements
e Include consideration of more delegation of authority by the Minister to the General Manager for M
non-judicial appointments.
o Clarify that statutory appointed staff report directly to the General Manager (or delegate) to remove
any confusion as to their accountability.
37. That DITRDC and NIRC jointly conduct a review of the terms of the Service Delivery Agreement to H
ensure resource capacity, fairness of requirements as well as providing adequate services to the
community.
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PRIORITY
VH - Very High

SECTION REFERENCE RECOMMENDATIONS H - High
M - Medium
L - Low

6.3 FINANCIAL SUSTAINABILITY

38. That a strategic long-term (and funded) plan for the Island be developed in partnership between NIRC
and the Commonwealth, with a focus on practical implementation and with the responsibilities of each H
party clearly outlined.

39. That NIRC and the Commonwealth consider the appropriateness of the infrastructure and service
responsibilities of NIRC and make necessary adjustments to enhance its financial sustainability moving H
forward, with reference given to the outcomes of this Audit.

Recent Financial Performance

40. That NIRC enhance its asset management practices and project management capabilities to meet its
ongoing needs once any adjusted structure and/or responsibilities for the organisation are known.

41. That a long-term financial plan for NIRC be developed inclusive of all the capital projects and changes
in operating practices required to meet NIRC’s compliance and service obligations and to address VH

Long Term Financial Forecasts legacy issues.

42. That the true financial position of NIRC inclusive of necessary capital projects and operational
adjustments be considered when evaluating what infrastructure and service responsibilities are retained H
by NIRC and in establishing the financial assistance grant that is required from the Commonwealth.

43. That NIRC continue to levy rates on rateable assessments using a combination of a base charge and a

rate in the dollar. H
Revenue Raising Ability &
Sustainability 44. That NIRC consider the benefits and costs of requesting fresh valuations to be undertaken to ensure
that land valuations appropriately reflect easements and other encumbrances (including useability) M

based on a combination of desktop analysis and on-ground assessment of land parcels.
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PRIORITY
VH - Very High

SECTION REFERENCE RECOMMENDATIONS H - High
M - Medium
L - Low

45. That NIRC consider phasing in increases in the sewerage charge to more appropriate levels to ensure
increased scheme cost recovery.

46. That NIRC continue to apply a waste (import) levy to help fund waste management activities. H

47. That NIRC consider phasing in moderate increases in waste disposal fees to help fund increasing waste
management obligations, noting that any significant increases will increase the risk of illegal burning, M
burial and dumping of waste.

48. That NIRC continue to apply a fuel levy to help fund road maintenance, and potentially increase the levy
to raise additional revenue for roads.

49. That NIRC ensures that it sets its user fees and charges on a cost reflective basis inclusive of overheads. H

50. That the Commonwealth consider the transfer of responsibility for the infrastructure-based, non-
traditional business enterprises out of NIRC given the significant financial sustainability risks placed on H
NIRC from their ongoing operation.

51. That NIRC retain responsibility for the liqguor bond given its important net financial contribution to NIRC
relative to other revenue sources.

52. That the Commonwealth continue to refine the Financial Assistance Grants to account for the ongoing
and changing disability factors impacting NIRC’s infrastructure and service provision on the Island.

53. That NIRC and the Commonwealth collaboratively develop a clearly articulated, costed, and funded
long-term plan developed to meet NIRC’s public health and environmental obligations and agreed H
strategic objectives for the Island.

54. That the Commonwealth retain the use of NIRC resources for the provision of SDA responsibilities
where possible, given that any change in the arrangements has the potential to undermine the financial H

sustainability of NIRC.
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PRIORITY
VH - Very High

SECTION REFERENCE RECOMMENDATIONS H - High
M - Medium
L - Low

55. That special arrangements for NIRC to introduce a local GST as a revenue raising mechanism not be
considered, but that a GST be considered by the Commonwealth as a possible mechanism to fund its
growing financial obligations on the Island with due consideration given to the offsetting administration L
and transaction costs associated with managing GST arrangements, compliance on a small, isolated
Island, and the flow-on effects on the cost of living/visiting and doing business on the Island.

56. That NIRC consider the establishment of a formal development contributions plan and associated

charges to assist in funding facilitating infrastructure. L
57. That NIRC and the Commonwealth consider alternative arrangements for the airport that reduce the
financial exposure of NIRC to the airport’s reliance on revenue from tourist visitation and high fixed
operating costs, which may involve one of the following (noting a preference for airport ownership at a
minimum to be transferred to the Commonwealth given associated financial sustainability risks):
H

o Transfer of ownership and management of the airport to the Commonwealth.

e Transfer of ownership of the airport to the Commonwealth, with NIRC retaining management and
operational control for a nominated annual lease fee and the Commonwealth having input into
decisions impacting on its assets.

Business Enterprises and
Utilities 58. That NIRC and the Commonwealth consider alternative arrangements for the electricity, telecom and

sewerage utilities, which may involve one or more of the following:

o Establishment of a utilities arm covering electricity, telecom and/or sewerage (and potentially water
supply if more centralised management and/or provision is required) that is the joint responsibility
of NIRC and the Commonwealth but where the assets are not owned or funded in any way by NIRC. H
Governance of the utilities arm could be via a Board arrangement with representatives from both
NIRC and the Commonwealth in addition to potential representation by industry experts (subject to
a cost-benefit assessment given the limited scale and scope of operations on the Island).
Commonwealth funding would be required to cover capital funding requirements and operational

shortfalls on an ongoing basis to ensure affordability.
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PRIORITY
VH - Very High

SECTION REFERENCE RECOMMENDATIONS H - High
M - Medium
L - Low

e Transfer of responsibilities for electricity and/or sewerage to a State partner or similar, with the
Commonwealth responsible for funding any operational shortfall on an ongoing basis to ensure
service affordability and service charges comparable to other Australian jurisdictions.

¢ Divestment of the telecom function to Telstra, with the Commonwealth ensuring appropriate service
provision at an affordable price under a universal service obligation arrangement.

59. That the introduction of any alternative arrangements maximises the employment of local workers where
possible rather than utilising external outsourcing.

60. That responsibility for the liquor bond remain with NIRC given the significant financial contribution it
provides to NIRC and has limited financial and resourcing risk.

61. That responsibility for the waste function remain with NIRC, but with the necessary capital and
operational funding assistance provided by the Commonwealth to ensure that NIRC can meet its H
environmental and public health obligations.

62. That the easements required to operate the utilities servicing the Island be formalised, with appropriate

valuation adjustments and compensation payments arranged. M
63. That the Commonwealth and NIRC consider the most appropriate option for the ARFFS to ensure that
NIRC and the local community are not subsidising the service, noting that NIRC’s financial sustainability
Fire Services position would be enhanced if it were not responsible for funding the service at all and any risks M

associated with fluctuating passenger fee revenues are removed altogether and transferred to the
Commonwealth and/or ASA. The alternative options may be to integrate service provision with ASA
and/or extend Commonwealth SDA funding to include ARFFS.

64. That the Commonwealth and NIRC consider the available options to mitigate against the ‘State

) Disconnect’ that presently exists, including:
State Disconnect H

e The provision of additional, specified annual operational and capital funding support to NIRC by the
Commonwealth based on established benchmarks.
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PRIORITY
VH - Very High
SECTION REFERENCE RECOMMENDATIONS H - High

M - Medium
L - Low

e The establishment and delivery of an agreed long-term, funded program of infrastructure and service
delivery between the Commonwealth and NIRC to meet compliance and service obligations.

o Delivery of financial and non-financial support via a State partner, with the Commonwealth
compensating the State partner.

65. That the Commonwealth and NIRC — in conjunction with the appropriate representative group/s —
develop an action plan to address known barriers to economic development and accepted opportunities M

Scope for Economic for industry growth.

Expansion

66. That the Commonwealth and NIRC — in conjunction with the appropriate representative group/s —
develop business cases to explore the economic viability of identified opportunities to expand the M
economic base of Norfolk Island.

6.4 SYSTEMS CAPABILITY

67. NIRC reconfigure Civica Authority to meet the business requirements of NIRC with an initial focus on
simplifying the chart of accounts and general ledger. As the basis for all financial management reporting H
these two indexes are critical to accurately record all financial transactions during each accounting cycle.

Budgeting Syst(;:]ms and 68. NIRC improve integration between the Civica Finance module and other corporate systems to leverage
. Approac : the revised chart of accounts. M
Enterprise Resource Planning
(ERP)
Fit for Purpose 69. NIRC negotiate an improved support plan with Civica to improve responsiveness. M
Recommendations
70. NIRC establish a mentoring relationship with a sister council using Civica, such as Port Macquarie-
Hastings, to encourage knowledge sharing and professional development. M
71. NIRC provide staff with training in the use of Civica as the core enterprise platform. M
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PRIORITY
VH - Very High

SECTION REFERENCE RECOMMENDATIONS H - High
M - Medium
L - Low

72. NIRC implement a solution to increase transparency across the budgeting and planning process and
assist with long term financial modelling by leveraging current investments and options available in the H
existing systems ecosystem.

73. NIRC iidentify critical business processes and design workflows to streamline the collection, processing
and storage of data. The core area where workflows were found to be inadequate relate to planning and
development. Although this is not the only area where improved workflow capability is required, it is
recommended that development of the following workflows is prioritised to immediately improve
operational efficiency. Suggested workflows include:

e Building Applications
o Current workflow is not complete; workflow needs to reflect stage Inspections A-E and stages up
to issuing Occupancy Certificate.

¢ Development Application only
o No building approval required

o Two different workflows required: one for DA classed as ‘permitted’ (complying) development is
different to DA for permissible with consent DA

o There are 2 different workflows currently in Civica. Both require corrections to function efficiently.

e Combined Development Application and Building Application
o Applications that require both development and building approval

o There are 2 different workflows required: one for DABA that is classed as permitted (e.g. new
dwelling that complies) and one for DABA that requires consent (e.g. dual occupancy)

o Currently there are two workflows in Civica, but both are very similar, and both appear to be
‘permissible with consent’ workflows but with slightly different steps — both require corrections.

o Development Applications classed as Prescribed use or development
o Requires EIS so has steps involved before DA is accepted
o After acceptance DA follows permissible with consent use or development but has 28 days
exhibition period
o No workflow constructed (date entry screen only operating).
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PRIORITY
VH - Very High

SECTION REFERENCE RECOMMENDATIONS H - High
M - Medium
L - Low

o Development Applications classed as ‘significant development’
o Requires an Application to be declared ‘significant development’ as initial step and process
o Similar to ‘prescribed use or development’ after the DA is accepted; but the DA is not referred to
NIRC after exhibition (no data entry screen)
o Not yet entered into Civica as an alternative development assessment pathway.

o For all DA pathways
o Categories and classifications of use and development need to be adjusted and corrected to
accurately reflect the application
o Plan Variation Applications - has a data entry screen but no workflows constructed, no actions
to enter and monitor and no template generation; no link to CM9 (RM8).

74. NIRC develop templates to support business requirements and update reference tables to pre-populate

data M
75. NIRC implement the blueprint across 3 horizons of activity. H
76. That NIRC update its Workforce Plan to include analysis of current and future resourcing needs. H
77. That the updated Workforce Plan be the vehicle for integrating the “companion” plans of NAAPILI and

the People and Culture Business Plan. H
78. That an organisation-wide skills inventory and training needs analysis be undertaken in conjunction with H

Capacity and Capability the implementation of the Performance Appraisal system to form the basis of annual training plans.

79. That a detailed review be undertaken of human resource related policies and procedures to identify any
gaps and update if necessary, clearly differentiating policies requiring Council endorsement as opposed H
to administrative procedures.

80. That NIRC conduct a comprehensive review of its investment in organisational development, informed H
by input from the first round of performance appraisals and a focused training needs analysis. ﬁ
L
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PRIORITY
VH - Very High

SECTION REFERENCE RECOMMENDATIONS H - High
M - Medium
L - Low

81. That a report be prepared for Council evaluating the implementation of the Performance Appraisal
system and identifying any areas for improvement, particularly in relation to its integration with the H
organisational development strategy.

82. That in future iterations of the Operational Plan and Delivery Plan performance indicators and targets
should be reviewed or refined.

83. That Departments and Business Units be encouraged to prepare an annual Business Plan for their own
areas of responsibility, incorporating performance indicators based on key business outcomes and M
service levels.

Performance Measurement
and Reporting

84. That Departments produce monthly ‘Dashboard’ reports of performance against project targets and
service levels to help condense status reports.
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1. INTRODUCTION AND BACKGROUND

Norfolk Island is a small Island remotely located in the Pacific Ocean between New Zealand and New
Caledonia, some 1,600 kilometres off the east coast of Australia. Together with its neighbouring Phillip
Island and Nepean Island, the Norfolk Island Territory forms an external Territory of the Commonwealth of
Australia.

The Island has a unique and special environment (and biodiversity) which must co-exist with the 1,735 residents
(ABS 2020) as well as a rich and interesting history and culture extending back to Polynesian seafarers in the
13t century, original European settlement in 1788 and the arrival of the original Pitcairn descendants from the
Bounty mutineers in 1856.

From 1979 until 2015, the Island was self-governed through a Norfolk Island Legislative Assembly, Government
and Public Service.

On the back of the Global Financial Crisis and ongoing concerns about Norfolk Island’s future economic
sustainability, in June 2015, the Island’s unique model of self-governance was dissolved by the Australian
Parliament and replaced with a ‘regional council model. Additional reform measures also included
incorporating Norfolk Island into the Australian taxation and welfare systems.

On 28 May 2016 the Norfolk Island community elected five councillors for a four-year term to form the new Norfolk
Island Regional Council, which officially commenced on 1 July 2016. The Council operates under a NSW local
government framework, comprising the Local Government Act 1993 (NSW)(NI) (applied Local Government Act) and
the Local Government (General) Regulation 2005 (NSW)(NI), as well Norfolk Island continuing laws.

In addition to its remoteness and small island economy, NIRC differs from most other Australian regional councils in
that the usual constitutional, electoral, legislative and fiscal frameworks that govern the interaction between
Australia’s three levels of government are not the same for NIRC. This is most evident in the form of:

¢ the appointment of an Administrator by the Governor-General of Australia, who acts as a representative of the
Assistant Minister for Regional Development and Territories.

e the complexity of the legislative frameworks as noted above.

e the scope of services provided where NIRC operates a number of business enterprises and provides a number
of contracted Commonwealth funded state services such as land titles registration, motor vehicle and drivers
licensing, courts and legal services, companies registration and ports management - refer to Appendix 1 for an
overview of government service provision on Norfolk Island.

e grant and subsidies arrangements whereby NIRC is directly supported by the Commonwealth Government
through, for example, Financial Assistance Grants (FAGs) but it is unable to apply for competitive local
government grant programs from the New South Wales State Government.

Despite these anomalies, the elected body of Council is still responsible for determining future direction and strategy,
whilst the day to day management of NIRC is the responsibility of the General Manager who reports to the Mayor
and Councillors.

The current General Manager commenced in January 2020, and through a series of internal reviews and the
extraordinary impacts of COVID-19, identified some concerning issues affecting the future sustainability of NIRC.


https://en.wikipedia.org/wiki/Phillip_Island_(Norfolk_Island)
https://en.wikipedia.org/wiki/Phillip_Island_(Norfolk_Island)
https://en.wikipedia.org/wiki/Nepean_Island_(Norfolk_Island)
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As a consequence, on Friday 3 July 2020, the Council adopted by Resolution (2020/102) that:

i. Council instructs the General Manager as a matter of priority to bring to Council for its endorsement terms
of reference for the engagement of an appropriate consultant to conduct a full independent governance
and financial audit of NIRC operations; and that the General Manager request the Commonwealth
Government to meet the audit cost.

ii. The terms of reference include legislative, regulatory and policy framework amendments to improve the
operation of NIRC, with an underlying principle of reduction of service delivery cost and red tape.

iii. In calling for this review/audit, Council acknowledges that these actions have been taken to ensure a
stronger future for the Island through sustainable revenue sources, expenditure management and a
pathway towards less reliance on Commonwealth funding.

iv. Council lead the communication locally as this must be an Island driven initiative.

Notwithstanding Council resolution 2020/56 of 20 May 2020 Council now requests the election be delayed by two
months or to a later date if deemed necessary by the Commonwealth to allow for the review/audit to be undertaken
and a report received and adopted by the existing Council to allow the newly elected Council to enter their term
unburdened by this process.

Grassroots Connections Australia Pty Ltd (Grassroots Connections) was engaged on 6 August 2020 to conduct the
audit based on the terms of reference submitted to the Commonwealth Department of Infrastructure, Transport,
Regional Development & Communications (DITRC).
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2.

AUDIT SCOPE

At NIRC’s Extraordinary Meeting on Friday 3 July 2020, the following scope for the audit was endorsed by the
Council and subsequently agreed to by DITRDC.

AUDIT SCOPE AS IDENTIFIED BY COUNCIL

The provider is to consider and advise on the matters set out below in its report.

a. Council Governance and Operations

Areas where the Council is encountering challenges administering continued laws, such as planning laws,
and the priority areas for reform.
Council’s policies and procedures, in particular the extent to which they align with the requirements of the
applied NSW local government framework.
The optimal efficient staffing structure to meet Council’s business delivery requirements.
Council reporting arrangements, including the optimal arrangements for:

o meeting the requirements of the applied local government framework.

o reporting against performance indicators set by the Department under the Service Delivery

Agreement with the Council.

o ensuring open and transparent reporting to provide better community access to information.
Suitability of Council IT systems for meeting legislative requirements.
Effectiveness of communication arrangements between Council and the Department regarding the Service
Delivery Agreement and other Department initiatives.
Record keeping of statutory appointments and arrangements for delegations to staff and statutory office
holders.

b. Financial Performance

The financial performance of the Council for the following financial years: 2016-17; 2017-18; 2018-19; 2019-
20, with consideration of the 2015 — 2016 final Administration Audit.

Council’s cash position, considering contractual commitments, overruns, legal disputes and Covid-19
impacts.

The minimum level of working capital the Council should maintain.

Current asset management plans and identification of any financial gap in the minimum accepted standard
of assets (road, water, wastewater, buildings, footpaths, ancillary road assets, stormwater).

Council’s ledger structure and its effectiveness, including the use of work orders.

Moving the budgeting process from spreadsheets to a web-based solution.

Possible improvements to the Civica Local Government System and the use of the following models to
optimise the efficiency of the Council’s operations, being the Plant Asset system, the distribution of
overheads, Stores system, Online Ordering, Purchase Cards, Operation of external trust accounts held by
Council, Payroll System, and Asset Management

c. Financial Sustainability

Council’s revenue raising abilities, including the role of user charges and land-based rating systems.

How revenue raising could be structured to provide a sustainable revenue base, including providing the
ability to minimise the effects of catastrophic events.

The financial position of Council’'s government business enterprises, including electricity provision,
telecommunications and liquor bond, and optimal ownership, management and service delivery
arrangements of these enterprises.

The current fire service arrangement to the community and airport, including the relative cost to Council.
Consideration given to the challenge of “State disconnect” for matters like, not being able to access the
Small Grants, and other economic stimulus opportunities that existed in recent months during the pandemic

It should be noted that only the last two dot points of the Financial Performance focus of the audit were undertaken
by Grassroots Connections with the other aspects being conducted by Nexia Sydney Audit.
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3. AUDIT METHODOLOGY AND APPROACH

Addressing the scope of the audit has been a complex task given the inter-relationships between all aspects of
NIRC’s business; the broader environment in which NIRC operates; the special history and cultural attributes of the
Island and of course the extra-ordinary requirements of dealing with, and responding to the impacts of COVID-19.

As such, a ‘systems approach’ together with a modified version of McKinsey’s Seven S Framework was used by the
Grassroots Connections Australia Consulting Team to address, as comprehensively as possible, the Audit’s scope.

A ‘systems approach’ brings together interviews, dialogue, openness to perspectives from public and private sectors,
and people at all levels of an institution’s hierarchy. In other words, rather than treat a problem in a vacuum, it is
viewed within a greater whole. McKinsey Seven S framework, as the name suggests, was developed by consulting
firm McKinsey and Company and provides a model to analyse an organisation’s design by looking at seven key
internal elements - strategy, structure, systems, shared values, style, staff and skills. It is widely used in business
and management to identify if these elements are effectively aligned and enabling an organisation to achieve its
objectives. In the case of this audit, the McKinsey’s framework has been slightly modified to take into account the
heavy focus of the audit’s scope on NIRC’s sustainability as illustrated in Figure 3 below.

In doing so, it is important to note that sustainability is not just a matter of whether NIRC’s short term cash flow is in
jeopardy. Indeed, like many small remote councils on mainland Australia and further, many small Island economies
around the world, NIRC will never likely be completely financially sustainable without external funding assistance
from other levels of Government. For this reason, it was deemed important to consider the wider challenges in
managing the Island’s environment and local economy through the businesses, infrastructure, regulation and
services which are the responsibility of the NIRC.

It has also been important to consider the working relationship between NIRC and DITRDC (both on Island and in
Canberra) given the success or otherwise of this inter-governmental engagement fundamentally impacts on the
performance of NIRC.

Figure 3: Modified McKinsey Seven-S Framework

In summary, the audit was based on extensive

document and information review (refer to STRATEGY /
Bibliography and Reference List at end of HEe
. (How corporate direction
Report) as well as a high degree of o e ity
engagement with NIRC and Commonwealth e st SYSTEMS
Government stakeholders through interviews iy 100 {How information,
. .. (How authority, delegation
and a site visit to Norfolk Island. Attached as and ity s
Appendix 2 is a schedule of the interviews and Soveance feapenorkd
meetings undertaken during the site visit from COUNCIL
17th to 22nd August 2020. Additional SUSTAINABILITY
telephone interviews were also held with (Econamic, Finandial, Asséts
various stakeholders within DITRDC. R EEING Organisatinal, Autonomy)
Subsequent validation of information provided — i sletond i
.. to the work and influences business and
has been conducted by follow-up enquiries and cies dears ot service performance)
organisation|
weekly telephone meetings have been held SKILLS
with DITRDC (Canberra) concerning project el
developed to match the
management. competency needs of the

organisation)

In addition, regular contact has been
maintained with NIRC officers to clarify the
Consulting Team’s understanding of the various issues being canvassed. A
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As per the scope of the audit, the Consulting Team have grouped and undertaken a focussed analysis of the key
themes as highlighted in Figure 4 below. This Audit Report is structured on these themes, including a set of
recommendations under each focus area. It should be noted, that whilst every attempt has been made to address
every specific element of the audit’s scope, in some cases, due to limited or contradictory information, it has been
difficult to provide an in-depth evaluation.

Figure 4. Scope of Audit and Overview of Focus Areas

GOVERNANCE
FRAMEWORK
STRATEGIC
PLANNING AND
REGULATORY
FRAMEWORK
FINANCIAL
STABILITY
G e Information system audit
d age t

CAPABILITY . Rec;or s managemen 7 .

e Management systems and reporting

e Operational management / supervision
OPERATIONAL Lo

Business operations

SERVICE *

PERFORMANCE ° Service levels and resourcing
e Capacity and capability assessment

e Performance measurement and reporting
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4. CONTEXT

As noted in Section 3 addressing the scope of the Audit has been a complex task given the inter-relationships
between all aspects of NIRC’s business. A key consideration by the Consulting Team in formulating its
recommendations has been the unique context in which NIRC operates and the forces in both the external and
internal environment — all of which have the potential to impact on strategic direction and how best NIRC manages
risk.

4.1 THE EXTERNAL ENVIRONMENT

Like all organisations, NIRC is subject to a number of political, economic, social, technological, legal, and
environmental forces in the external environment which need to be considered by:

e NIRC when developing strategy, organisational policies, and operational plans.

o the Commonwealth Government when also planning for Norfolk’s future, including the level and type of support
offered to NIRC.

e  The readers of this Audit Report in terms of understanding the factors over which NIRC has little influence, but
which significantly, and in aggregate, have the potential to greatly impact on NIRC’s sustainability.

Most notable amongst these external forces has been the global COVID-19 pandemic which has resulted in a
sudden, deep and prolonged downturn in the travel and tourism sector worldwide. Island economies such as Norfolk
have been particularly vulnerable as a result of the pandemic given their dependence on tourism but also because
an external shock or ‘black swan’ event of this magnitude is difficult to manage in small economies with limited fiscal
flexibility.

Based on the Consulting Team’s analysis, other key factors in the external environment impacting NIRC include:
e Small, declining and aged population with relatively low household incomes.

e Isolation from mainland Australia.

¢ Adivided community with sectors lacking trust and confidence in the government institutions on the Island.
e Frequent change of Commonwealth Government Ministers and Departmental staff.

e Lack of an appropriate all-weather port limiting the delivery of essential goods and resulting in very high freight
costs impacting the cost of living and doing business on the Island.

o Limited access to tourist markets due to limited air services to/from the Island.
o Lack of access to a reliable telecommunications network.

e A complex legislative framework including a mix of legacy Norfolk Island continuing legislation and NSW Local
Government Act and Regulations modified for Norfolk Island.

e Dated legislation which lacks currency and effectiveness relative to today’s social, economic, environmental
and governance contexts on the Island.

e  The “State Disconnect”.
e High cost of biosecurity and First Point of Entry obligations.

¢ Climate Change leading to uncertain water security given reduced rainfall and depleted groundwater - impacting
on sustainable growth.

e  Pestimpacts on flora and fauna.



4.2 THE INTERNAL ENVIRONMENT

Many of the internal factors impacting NIRC’s operations (e.g. plans and policies, human resources, information
technology systems) are the subject of this review.

NIRC has been on a journey of transition since 2016 and the complex task of consolidating strategy, policy,
procedures and operations; the development of a new organisational culture and building trust in the community and
with key stakeholders should not be under-estimated.

Most notable of the internal factors impacting NIRC is the current ‘elected leadership’, which, despite best attempts
to progress on a basis of ‘Collaboration, Co-operation and Partnership’ are often frustrated in their attempts to
provide a united and credible voice in serving the community of Norfolk Island.

This is most evident in the Mayoral Minute (dated 3 September 2020) and subsequent resolution of the Council to
call on:

THE ASSISTANT MINISTER FOR REGIONAL DEVELOPMENT AND TERRITORIES THE HON NOLA MARINO
M.P., TO ADVOCATE TO THE AUSTRALIAN GOVERNMENT THAT A ROYAL COMMISSION FUNDED BY THE
COMMONWEALTH BE FORMALLY ESTABLISHED BY THE GOVERNOR-GENERAL TO INQUIRE INTO AND TO
REPORT AND MAKE RECOMMENDATIONS ON:

Options to provide for the most appropriate form of government for the non-self-governing territory of
Norfolk Island that can achieve the majority support of the Norfolk Island People; and build a pathway to
peace.

Moved: Cr Robin Adams

Seconded: Cr Lisle Snell

CARRIED

IN FAVOUR - CR. ADAMS, CR. MCCOY, CR SNELL
AGAINST — CR. PORTER, CR. BUFFETT

Likewise, at the ‘administrative level’, managing a new regional council organisation to deliver on the scope of NIRC’s
agenda presents challenges of co-ordination and control. Just how the General Manager keeps up to date on the
way strategic development issues are addressed while at the same time ensuring efficient and effective service
delivery is, in itself, a key strategic issue. In particular, NIRC employees need to be clear about direction, aligned in
purpose, committed to the task and organised to deliver. Whilst, in many cases, NIRC staff are highly dedicated
and invested in the Island’s future, NIRC confronts a number of significant internal challenges such as:

e Lack of project management and technical capability and capacity to undertake traditional and non-traditional
local government functions.

e Under-resourcing of key functions (e.g. engineering, planning, environment, accounting).

o Difficulty in attracting and retaining staff resulting in ongoing vacancies in key positions, high staff turnover and
associated loss of corporate knowledge.

e  Poor financial management due to unreliable and inaccurate data.

e Reporting transparency.

e  Poor configuration and adoption of business systems.

e Lack of corporate and system knowledge banks.

e Lack of busines systems training and professional development for staff.

e Unreliable digital connectivity.
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e Lack of economies of scale and limited ability to raise revenue.

e Reliance of NIRC revenues on tourist visitation, with corresponding costs being largely fixed in nature and
incurred irrespective of the level of visitation.

e  Essential infrastructure in poor condition without appropriate asset management plans or strategies in place
given the reactive (rather than proactive) nature of service provision.

e Inability to access State-type grants and leverage off State governance and guiding frameworks.
e  High cost of biosecurity and First Point of Entry obligations.

e Historic arrangements on land used for public purposes (e.g. easements for utilities) without any formal
agreements in place.

e  Continuation of major environmental issues placing water security, public health, “Island reputation” and tourism
at risk.
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5. HIGH LEVEL ANALYSIS

Based on the interviews undertaken on the Island in the week commencing 17th August 2020, available
documents and various consulting reports, an analysis of the issues was undertaken against the McKinsey Seven
S framework to assess internal strategic alignment and the overall strengths and weaknesses of NIRC.

As illustrated in Figure 5, particular attention was given to the following elements given their cumulative impact
on NIRC'’s success and sustainability has the potential to be significant.

e  How corporate direction and long - term planning interfaces with operational delivery and is supported by a
common purpose.

e How information, processes, workflow and reporting assist decision making and service delivery.

e  How leadership and organisational culture influences business and service performance.

e  Capability - how people are selected and developed to match the competency needs of the organisation.
e  Capacity - how resources are matched to the work and service demands of the organisation.

e How authority, delegation and accountability are activated within the Governance Framework.

Figure 5: Summary of McKinsey’s Seven S Framework as it relates to Norfolk Island Regional Council
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5.1 STRATEGY / SHARED VALUES

(How corporate direction and long - term planning interfaces with operational delivery and is supported by a
common purpose)

Strategic planning by NIRC appears to have been undertaken principally through the long-term Community
Strategic Plan 2016-2026 (CSP) and more recently the strategy workshop conducted in April 2020 which has
been commended by the Mayor. In addition, several strategies / plans exist for specific issues (e.g. Environment
Strategy), although not all of these clearly integrate with the CSP.

Implementation of the strategic direction suggested by these various instruments, however, appears difficult to
achieve for NIRC, with no clear line of sight between the overarching community plan and the various plans that
sit across its operational areas.

Feedback from interviews suggest that dealing with day to day priorities generated in many instances by the
need to respond to the failure or break down in key infrastructure diverts attention away from a focus on longer
term planning and programming to achieving planned outcomes. Indeed, this situation has resulted in not only
strategic dissonance but also misalignment of strategic and operational effort and ultimately gaps in service or
delays in project delivery.

The need for improvement in this area is recognised within NIRC both in terms of the need for renewed long term
planning and comprehensive performance management systems reconciling actual outcomes to the
achievement of its strategic objectives. Work has already commenced in this regard.

Further compounding these internal factors, is an apparent disconnect between NIRC’s own strategic planning
processes and outcomes and those of the Commonwealth. To date, the lack of an aligned process between the
parties involved in relation to strategic priorities has made both the development of strategic direction and its
integration with operational delivery more challenging. The unresolved matter of a State Partner is a contributing
factor to this situation but irrespective of the resolution of this issue and its timing the need for an improved and
prioritised strategic planning process between NIRC and the Commonwealth is imperative. It is acknowledged
this issue is being address through the development of The Norfolk Island 2030: Sustaining our Future Plan. This
planning exercise, being led by the Administrator, needs to address the wide range of issues identified in this
report and should be undertaken conjointly by the Administrator and NIRC.

5.2 SYSTEMS

(How information, processes, workflow and reporting assist decision making and service delivery)

The accessibility of quality data and information to inform decision making, analyse trends and streamline
operational reporting is inhibited by an overly complex and incomplete configuration of NIRC’s enterprise
resource planning (ERP) system, and an over reliance on spreadsheets to store critical data.

The implementation of the ERP was never tailored to meet the business requirements of NIRC and has resulted
in an inability to leverage the system’s full functionality, poor business processes including workarounds, a lack
of online workflows and low levels of adoption. Examples include an unnecessarily complex Chart of Accounts
impacting financial planning and reporting, incomplete workflows for standard council functions such as planning
and development and poor adoption of the licensed modules for critical functions such as asset management.

The current systems and tools environment have led to an inability to prepare evidence-based planning, produce
timely and reliable reporting (financial, operation and strategic) and increased challenges relating to transparency
with both the community and the Commonwealth.

Also, the Norfolk Island Planning Act 2002 embodies many non-value adding steps for Development Application
processing which are inconsistent with, and much more cumbersome than the NSW Environmental Planning and
Assessment Act, a reference point for good professional planning practice.



5.3 STYLE

(How leadership and organisational culture influences business and service performance)

The scale of change implemented in 2015 and 2016, with the abolition of the Legislative Assembly and creation
of NIRC, has understandably presented major challenges for all the parties involved. This has significantly
impacted the community with the new form of community leadership through and by a local government council.

With sections of the community vehemently opposed to these changes, communication between and amongst a
number of the parties at councillor, executive staff and staff levels generally has been characterised over the
past four (4) years as adversarial. This has prevented the development of productive working relationships
essential to navigating the inherently difficult processes of change from being progressed with the required level
of unity and common purpose.

This atmosphere has affected many aspects of decision making and whilst the Mayor’s leadership style and
approach is driven by a commendable desire for collaboration and partnership, the overall leadership of NIRC
appears fragmented and frustrated by an overlay of political division.

Key aspects of organisational culture were described as poor in a cross section of interviews and several NIRC
officers described the extreme challenges this presents and the impact on organisational motivation. Many
aspects of operational delivery suffer from a lack of sufficient managerial and supervisory authority and a feeling
of lack of support at Councillor level.

At the organisational level, this situation is being addressed with the adoption of an organisational development
program entitled TAAPILI — a word of Polynesian origin meaning to unite or join. This program has as its key
elements — workforce planning, culture and performance.

Importantly though, leadership at the Mayor and Councillor level is fundamental to enabling the elected and
organisational arms to unite and develop a culture focussed on the future.

5.4 SKILLS

(Capability — How people are selected and developed to match the competency needs of the organisation)

A significant challenge facing NIRC is the acquisition and retention of skilled staff to undertake the range of
responsibilities entrusted to it under the Norfolk Island governance model. Not only does this include the normal
range of local government functions but a wide range of State Government type functions under the Service
Delivery Agreement (SDA).

Related to this is the investment in upskilling existing staff to meet job specific requirements and the broader
issue of professional development across the organisation’s workforce.

Details of approaches to attract and retain staff are outlined to Section 5.5 below.

Investment in staff training is currently at a low level and declining. The 2019/20 NIRC budget allocated $277,085
(0.9% of total expenditure) to staff training. Approximately 75% of the budget was spent (2019/20 unaudited
financial statements). In 2020/21 only $127,080 (estimated 0.4% of total expenditure) has been budgeted owing
to financial constraints.

Notwithstanding these current constraints, NIRC has put in place staff development programs designed to deal
with not only the basic training needs of staff to meet regulatory certification requirements but also to grow internal
skill capacity requirements. These include the Our People Strategy 2020-23 which sets out priorities and activities
in human resource management which are aligned with NIRC’s recently adopted Enterprise Agreement 2020-
2023 and TAAPILI — the learning and cultural development framework to create a better workforce.

However, these plans will only achieve their objectives if appropriately resourced.



5.5 STAFFING
(Capacity — How resources are matched to the work and service demands of the organisation)

A major challenge facing NIRC is the attraction and retention of staff particularly at the professional level. Current
staff levels are 106 permanent and 79 casual employees. This number is down from pre-COVID-19 levels which
saw many positions made redundant due to a downturn in tourism related revenues.

Notwithstanding this reduction 11 staff vacancies existed on 1 October 2020 in the professional and technical
skilled areas. These included managers, accountants, environmental officers, governance officer, team leaders
and plant operators.

Despite these vacancies NIRC “functions” on a day-to-day basis and is a credit to the General Manager and the
senior leadership team whose professionalism and commitment to the community has maintained essential
operational systems and service delivery.

NIRC management advises that off Island recruitment on average takes between four (4) to six (6) months and
costs between $20,000 and $50,000 per person depending on the position. In addition, only one (1) in four (4)
external appointees remain beyond 12 months. Instances were cited where this had occurred primarily because
they are not made to feel welcome not only within the community but also through instances of passive resistance
within the workplace.

This is reflected in staff turnover rates which have risen from 3.6% in 2016 to 20.9% in 2019. This turnover rate
is above sector averages of 11.2% for rural/remote councils (LGAQ 2019 Annual Workforce Census Report).
Indications are the 2020/21 turnover rate will exceed the 2019-20 level.

NIRC Management advised that recruitment of an accountant and a governance officer had proceeded well with
appointments pending. A changed recruitment policy had opened the door to Fly-In Fly-Out appointments and
had resulted in a significantly increased number of applicants.

NIRC Management also advised that another emerging staffing problem is NIRC’s ageing workforce. Some 70%
are aged 45 years and over with 14% aged between 66 and 75 years of age meaning potentially 35% of staff
could retire within the next 12 months.

Priority now needs to be given to training and retraining resident employees and supporting young Island
residents undertake studies to equip them to take up emerging job opportunities. In addition, more contemporary
employment models will need to be adopted not only including FIFO models but also virtual and off Island
appointment utilising internet connectivity, demonstrated through the COVID-19 pandemic as a workable and
necessary employment practice.

These issues are recognised by management and are being addressed through the above mentioned Our People
Strategy 2020-23

5.6 STRUCTURE
(How authority, delegation and accountability are activated within the Governance Framework)

In 2016 when the NIRC was established the organisational structure consisted of the General Manager with three
direct reports:

e  Group Manager Services — Infrastructure, Commercial, Planning & Environment, and State Type Services.
e  Group Manager Corporate/Chief Finance Officer — Customer, Finance, Legal, ICT and Record Services.

e Executive Manager Organisational Development — Governance, Corporate Planning, Risk, Safety and
Human Resource Services.



Economic development, community development and museums reported directly to the General Manager.

This combination of complex and demanding responsibilities in the context of establishing the new Council placed
considerable strain on the individuals involved. Following the arrival of the new General Manager in January
2020 an organisational review was commenced and subsequently a flatter structure was adopted consisting of
seven (7) Managers reporting directly to the General Manager with the following discrete areas of responsibility:

e  People & Culture

e  Corporate & Finance

¢  Commercial

e  Economic Development
e  Services

e  Planning & Environment
e  Customer Service

This organisational restructure came into effect in June 2020. The new structure provides clearer lines of authority
and accountability within the NIRC and externally in terms of responsibility for front line community engagement.

Ensuring its effectiveness relies on a clear understanding of NIRC’s people and culture strategies at Manager
and Team Leader levels including the Our People Strategy 2020-23 which sets out priorities and activities in
human resource management which are aligned with NIRC’s recently adopted Enterprise Agreement 2-20-2023
and TAAPILI — the learning and cultural development framework to create a better workforce.

Managers will play a major role in the success of this structure through their active support for and leadership of
this strategy.
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6. DETAILED ANALYSIS

Legislative Compliance

6.1 GOVERNANCE FRAMEWORK

Inter-governmental Relations

FOCUS

6.1.1  Review of current governance structures and practices together with an analysis of decision-making
frameworks and resulting outcomes. Evidence of key governance arrangements giving assurance of
integrity, compliance and alignment with policy will be examined and areas identified where
appropriate reform should be initiated.

6.1.2  Areview of Council’s policies and procedures for alignment with the NSW local government framework
will identify any areas where inconsistencies occur and comparison with expected good practice will
produce suggestions for improvement.

6.1.3  Given the unique the statutory basis for the Norfolk Island Regional Council, the relationship between
the Council and its governing agencies will be assessed for any “dis-connect” or weaknesses in
communication and coordination.
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6.1.1 GOVERNANCE AND DECISION MAKING FRAMEWORKS

Review of current governance structures and practices together with an analysis of decision-
making frameworks and resulting outcomes. Evidence of key Governance arrangements
giving assurance of integrity, compliance and alignment with policy will be examined and

areas identified where appropriate reform should be initiated.

6.1.1.1 APPROACH

This section provides a high-level scan of the key elements of NIRC’s governance framework to establish whether
aspects that would be expected of a well-functioning local government are present. In particular, the focus of this
section is on the foundations of NIRC’s decision-making and how it is informed by community consultation and
professional advice. The role of the integrity elements of audit and risk management are also mentioned.

The results of the scan are evaluated in comparison to good practice models that exist amongst mainland local
governments and that operate in the context of the reasonable expectations of Government and their
Communities.

6.1.1.2 CURRENT PRACTICE

The principal strategic direction for Norfolk Island is set by the CSP. NIRC’s Governance framework deriving
from this primary instrument is predicated on two key objectives articulated in that Plan as follows:

AN INFORMED AND
ACCOUNTABLE
COMMUNITY e OBIJECTIVE 9 - An informed community
We are transparent and accountable e OBIJECTIVE 10 - Transparency in decision making

for our individual and collective
decsisions and actions.

NIRC’s 2020/21 Operational Plan contains a number of actions responding to these Objectives. In this respect
the latest quarterly report (Q4 2020, presented to Council on 23 September) indicates that the majority of targets
have been met or are on track. Notable departures from plan are disclosed e.g. failure to complete the end of
term performance report required under the Integrated Planning and Reporting Framework (IPR) in a timely
fashion.

The latest published Annual Report (2018-19) contains relevant statutory reporting and the annual update on
progress in achieving the detail of the Operational Plan for the year. However, it is less descriptive in terms of
progress in achieving the overall outcomes envisaged by the CSP.

As required by legislation NIRC has recently adopted a formal organisational structure comprising a General
Manager and seven (7) Executive/Operational Managers.

At managerial and operational level, the Governance function is managed by the Governance Officer reporting
to the Manager Corporate and Finance.

Although there is no evidence of NIRC formally adopting a Corporate Governance Framework policy, the essence
of its current practice can be observed as follows.

Page 44 of 230 A |




6.1.1.3 NIRC’'S DECISION MAKING FRAMEWORK

NIRC’s formal decision-making framework is substantially aligned to the requirements of the applied Local
Government Act 1993 (NSW) and the related NSW IPR Framework. This comprises the essential elements of a
CSP with a 10-year horizon, guiding the formulation of a four-year Delivery Program which is interpreted into
Annual Operational Plans on which to base yearly budgets.

NIRC meeting agendas are formulated to address the key issues facing the local government, informed by
reports prepared by management.

Examination of NIRC’s meeting agenda and minutes indicates that business coming before the Council is well
structured and subject to normal discretion by the Council to declare certain business confidential. The process
and publication of Council’s decisions appears adequately transparent and compliant with relevant legislation.
There appears to be some delays in publishing documents (such as the most recent budget) on NIRC’s website,
but these are otherwise open to inspection at the NIRC office.

The quarterly Operational Plan update (Q4 2020) reports that the implementation of the Council’s decisions once
made is efficient and timely.

In addition, it states that the Council is satisfied with the quality of reporting it receives from the organisation.

Business papers examined indicate a wide range of update and status reports presented to the Council. The
format of reports seeking any form of determination tend to be structured to address key issues under the
headings of:

e  Summary

e  Background

e Relevance to Strategic Plan and Resourcing Strategy
e Discussion

e  Governance/Policy Implications

e Legal Implications

e  Environmental Implications

e  Social Implications

e  Financial Implications

e  Conclusion

As a general format this represents a good model, provided the content within those headings is accurate and
complete. A sample of recent reports examined raised no questions of lack of diligence in this respect. Reports
also tend to be accompanied by various attachments or more detailed information.

6.1.1.4 COMMMUNUITY ENGAGEMENT AND ACCESS

NIRC has a Community Engagement Strategy adopted in February 2018 which provides a framework and good
practice guidelines for consultation on issues to facilitate public input to NIRC’s decision processes.

The 2018/19 Annual Report (p22) states that public meetings are an important method of providing information
to the community and involving and collaborating with the community in NIRC’s decision-making processes.



The following community public meetings were held during the reporting period as identified in the extract from
the 2018/19 Annual Report below (p. 22).

Dates Subject

10 October 2018 Norfolk Island’s Environment Strategy 2018 - 2023

21 February 2019 Norfolk Island Airport Pavement Resurfacing

07 May 2019 Draft Operational Plan 2019 - 2020

24 June 2019 Wastewater Treatment Plant — Balmoral Group Australia Pty Ltd

Other Council arranged public engagements:

Dates Subject

6—23 July

113 October Museum School Holiday Activities

14 January

15 April

14 July Exhibitor at Narfolk Island Health and Wellbeing Expo
3 October 2018 (and first

Wednesday of the month Tourism Industry gathering

thereafter)

14 November 2018 Launch of Narfolk Island Tourism’s branding update
21 February 2019 Tourist Accommodation legislation industry individual feedback and group

consultation sessions

Provision is also made in the Council’s meeting procedures for members of the public to address the Council
subject to notice and attendance procedural requirements.

6.1.1.5 COMMITTEES

In addition to these community consultation methods, NIRC has in place five (5) Advisory Committees:
Heritage and Culture

Public Reserves

Rock Feed Source

Tourism

S

Young People
NIRC’s website describes the Advisory Committees as follows:

“Advisory committees provide a structure for interested residents and subject matter experts to play an
active role in contributing to council policy and direction. Advisory committees provide an important link
for council with the community and are supported via other community consultative methods.”

The Rock Feed Source Committee is scheduled to meet quarterly but has not met since November 2019. The
Terms of Reference of the other committees provide for a monthly meeting although there are months when no
meetings occur.

During interviews with both NIRC officers and community representations the value of the committees was
guestioned. In some instances, concern was expressed about the conduct of the meetings, the issues discussed
and constraints on community input. At officer level the requirement to service the monthly meetings with reports,
agendas and minutes was identified as time consuming.

A review of minutes of several meetings indicates the committees operate mostly as information exchange
forums with limited focus on policy and direction. It was felt that this information exchange could be more easily
achieved through NIRC’s website and reports from Council meetings.



However, community input to the Council is recognised as essential to the effective functioning of a council. An
alternative means of community input as well as increasing the involvement of Councillors in strategy and policy
development could be achieved through the establishment of Council Committees focussed on the key areas of
council responsibility. This would provide a more structured approach to policy development with increased
interaction between Councillors and senior staff. Committees could be established for the following key areas:

e  Services

e  Planning & Environment

e Finance & Corporate Services
e  Economic Development

Members would involve Councillors (two or three) and relevant officers who would make recommendations on
matters to be determined in the full Council. Opportunities would be provided to interest groups and individuals,
on invitation, to provide input to the deliberations of the committees.

Committee meetings could be scheduled in the week preceding the Council meeting week providing for timely
consideration and determination of matters to come before the Council.

In summary, this approach has the added advantage of building the working relationship between the Chair and
the relevant senior manager supporting the committee. It also provides Councillors with increased opportunities
to be engaged in strategy and policy development — central to their roles as Councillors.

In proposing this alternative committee structure, it is still considered valuable to retain the Young People
Advisory Committee. This committee provides an effective forum to introduce young people to the roles and
responsibilities of their local council and an opportunity to hone their skills for future involvement as Councillors.

6.1.1.6 RECOMMENDATIONS

1. That NIRC consider remaking its Advisory Committee structure through the establishment of four Council
Committees:

e Services

¢ Planning & Environment

¢ Finance & Corporate Services
e Economic Development

2.  That input to these committees be provided for interest groups and individuals on invitation ensuring the
opportunity for community engagement into NIRC’s strategic and policy development processes.



6.1.1.7 COUNCILLOR CONDUCT

The Operational Plan report (Q4 2020) states that the Council failed to adopt a Code of Conduct by the prescribed
date and therefore as provided by the legislation, the standard model provided under the Act automatically
applies.

The Annual Report 2018/19 provides statutory information about Code of Conduct Complaints as per the
following extract (p.80).

Reporting on Code of Conduct Complaints

In accordance with part 12 of the Council’s Procedures for the Administration of The Model Code of
Conduct, the Complaints Coordinator must arrange for the following statistics to be reported to the
Council each year:

Data Total number
for 2018-2019

a. | The total number of code of conduct complaints made about Councillors 1
and the General Manager under the code of conduct in the year to
September

b. | The number of code of conduct complaints referred to a conduct 1
reviewer

c. The number of code of conduct complaints finalised by a conduct 1
reviewer at the preliminary assessment stage and the outcome of those
complaints

d. | The number of code of conduct complaints investigated by a conduct 0
reviewer

e. | The number of code of conduct complaints investigated by a conduct 0

review committee

f. Without identifying particular matters, the outcome of code of conduct Unsubstantiated
complaints investigated by a conduct reviewer or conduct review
committee under the procedures

g. | The number of matters reviewed by the Division and, without identifying 0
particular matters, the outcome of the reviews

h. | The total cost of dealing with code of conduct complaints made about $5,191.55
councillors and the general manager in the year to September, including
staff costs.

NIRC also has a documented Complaints Management process which is disclosed on the website and contains
service levels appropriate to the handling of complaints.

6.1.1.8 AUDIT AND RISK

NIRC convenes an Audit and Risk Committee quarterly and reports/minutes are submitted to the Council. The
Committee is guided by an Audit Committee Charter adopted in December 2019, with the overall objective of
providing independent assurance and assistance to the Council in fulfilling its corporate governance and
oversight responsibilities.

These responsibilities include financial reporting, risk management and internal control, external and internal
audit and compliance (including the Code of Conduct). The Committee works with the General Manager and the



management team to ensure appropriate internal risk and audit processes are established and working
effectively.

The Audit Committee comprises an Independent Chair, an Independent Member and a Councillor. Its meetings
are also attended by the:

General Manager — optional as required

Group Manager, Services

Executive Manager, Organisational Development
Group Manager, Corporate/Chief Financial Officer

Risk and Internal Audit Officer.

NIRC has been working to improve its integrity framework and appointed a new Internal Auditor/Risk Manager
in July 2019 to help with this task. Following the departure of this officer an alternative approach has been
adopted with the appointment of an externally contracted audit firm to provide internal audit services. This
approach is increasingly being adopted by medium and small councils across mainland Australia.

6.1.1.9 FINDINGS

Generally NIRC has adopted a compliant governance framework under the requirements of the LG Act 1993
NSW (NI) with the adoption of the CSP, Operational Plans and Delivery Plans as required, although as
referred to later in the review line of sight from strategy to service delivery is tenuous in places.

Reports submitted by managers to the Council for consideration appear well structured and informative for
decision making purposes.

The Community Engagement Strategy is well constructed and there is evidence of it being implemented in
a number of key areas.

NIRC’s decision-making forums are managed efficiently and there is no evidence that elected members are
attracting undue formal complaint concerning their conduct.

The Audit and Risk Committee operates under a good practice Charter and is resourced by a recently
contracted Internal Audit consultancy.

6.1.1.10 RECOMMENDATIONS

1.

That efforts continue to align the CSP outcomes with operational delivery and to improve line-of-sight
between the higher order strategies and operational/service delivery standards.

That the content of the Annual Report seek improved focused on reporting performance/ implementation
against the CSP outcomes and strategies.

That NIRC consider formalising its Governance Framework in an adopted policy to clarity the roles and
responsibilities encompassed in the Framework.

That the resourcing of the Audit/Risk Management function be reviewed after twelve months to assess its
adequacy.



6.1.2 COUNCIL POLICIES AND PROCEDURES

A review of Council’s policies and procedures for alignment with the NSW local government
framework will identify any areas where inconsistencies occur and comparison with expected good
practice will produce suggestions for improvement.

6.1.2.1 APPROACH

This section reviews the extent to which NIRC has developed a sufficient suite of adopted Policies to guide
application of its governance responsibilities and implementation of its decisions. The issue of providing adequate
guidance to managerial and operational staff through documented procedures is also examined.

6.1.2.2 CURRENT PRACTICE

In relation to NIRC Policies, the 2018/19 Annual Report (p.78) states:

Council Policies

Council has a robust process to create and amend its policies and procedures. These are detailed in
the relevant Policy and Procedure on such and provide the templates that should be used. All policies
are to be adopted by Council and all procedures are to be approved by Executive management.

The policies below were adopted during the year in each division of Council:

General Manager

1.02 Payment of Expenses and Provision of Facilities to
Councillors Policy (reviewed and adopted)

1.03 Oversight of the General Manager by the Mayor
(adopted)

Governance and Human Resources

2.01 Creating and maintaining council policies and
procedures policy (reviewed and adopted)

2.02 Gifts and benefits policy (reviewed and adopted)

2.12 Business Continuity policy (developed and adopted)

2.13 Risk Management Policy (developed and adopted)

Corporate and Financial Services

3.02 Hardship Policy (reviewed and adopted)

3.03 Procurement Policy (reviewed and adopted)

3.04 Investment Policy (reviewed and adopted)

Services

4.05 Depasturing Cattle policy (developed and adopted)

It appears that no policies were repealed or made obsolete during the year.

The former Administration of Norfolk Island, Administration Policy and Guidelines (APGSs), transitioned to NIRC
with the intention that they be reviewed over time to identify if they are still required and/or should be modified to
suit the requirements of NIRC.



e
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At the end of the reporting period (Q4 2020), thirty-four APGs remained in place for future review:

° 16 in Governance and Human Resources
e 4in Corporate

14 in Services

6.1.2.3 FINDINGS

e  The scope of the review has not permitted detailed review of each of the adopted policies for adequacy in
addressing either compliance or fit-for-purpose content. However the broad scan of the range of policies
available indicates that the program of ongoing progressive and exhaustive review should be approached
on a risk assessment basis to identify those in need of most urgent review and to compare matters dealt
with in formal Council policies with those dealt with by administrative procedures to ensure appropriate
authority structures.

e Initial indications are that operational procedure manuals and guides are not common in the NIRC
workplace. Given NIRC’s high staff turnover, the availability of documented procedures for all functions
would seem to be desirable to assist training and to provide the basis for quality assurance/control.

6.1.2.4 RECOMMENDATIONS

1. That a planned schedule be created for the ongoing review of Council Policies based on setting priority for
topics, with a view to completing the full set by the end of 2021.

2. That a gap analysis be undertaking of policy areas requiring new policy instruments and a plan established
for their development.

3. That the compilation of Procedure Manuals for key operational functions be progressed on a risk
assessment basis to ensure areas of high staff turnover do not suffer from loss or dilution of corporate
knowledge.
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6.1.3 RELATIONSHIP BETWEEN NORFOLK ISLAND REGIONAL COUNCIL
AND ITS GOVERNING AGENCIES

Given the unique statutory basis for the Norfolk Island Regional Council (NIRC), the relationship
between the Council and its governing agencies will be assessed for any “disconnect” or
weaknesses in communication and coordination.

6.1.3.1 APPROACH

This review involved information gathering from the websites of the DITRDC and NIRC. In addition, interviews
were undertaken with senior department officers in Canberra and officers on Norfolk Island as well as senior
officers of NIRC. Community consultations are also reflected on these issues. The objective was to assess the
effectiveness of the arrangements in place and consider how they might be improved.

6.1.3.2 CURRENT PRACTICE

The unique nature of intergovernmental relations and operational arrangements operating on Norfolk Island
presents significant challenges for strategic planning, long term priority setting, funding arrangements, as well as
day-to-day operations. The yet to be achieved objective of the Commonwealth Government together with a “State
Partner” working with the NIRC to provide overall planning and service delivery has resulted in a level of
complexity and responsibility for NIRC not normally experienced by a local government council. The complexity
of the governance model is depicted in Appendix 1.

In addition to a broad range of direct local government responsibilities, NIRC undertakes a number of State level
responsibilities for the Commonwealth through a Service Delivery Arrangement (SDA).

NIRC operates under continuing Norfolk Island legislation, applied State legislation and its own policies and
procedures. The specific roles and responsibilities of the individuals charged with the operation of this system
are set out in Ministerial Directions and Delegations instruments.

The key parties, inter alia, delegated authority under these instruments are: the Administrator; several senior
officers of the department in Canberra; and the NIRC Mayor and General Manager.

The mechanisms in place to achieve the efficient performance of roles and responsibilities and effective delivery
of services currently involve:

o A fortnightly meeting between senior NIRC officers and DITRDC on-Island officers. This meeting primarily
focusses on the operational aspects of the SDA and NIRC’s delivery of the specified services. Both
departmental and NIRC officers report that this arrangement works well. NIRC management emphasised
the need for these meetings to continue at this frequency.

e A quarterly meeting between the NIRC General Manager and the Assistant Secretary Norfolk Island and
ACT/NT Branch, Territories Division of DITRDC in Canberra.

This meeting focusses on the strategic issues around major infrastructure and funding arrangements as well
as issues associated with intergovernmental arrangements. Both parties emphasised a productive working
relationship existed with mention that the situation had significantly improved since the arrival of the General
Manager at the start of 2020.

In both above instances the parties indicated that between scheduled meetings open communication existed
with regular email exchanges occurring and telephone conversations as required.

In addition to these structured interactions, regular meetings take place between the Administrator and the NIRC
General Manager and, to a lesser extent, with the Mayor. It was again stated that these exchanges had become
more productive since the arrival of the new General Manager in early 2020.



6.1.3.3 OPPORTUNITIES FOR IMPROVEMENT

Notwithstanding the effectiveness of these arrangements NIRC expressed a desire to strengthen the level of
interaction with DITRC and the Commonwealth, more broadly, to deal with strategic direction, as well as
infrastructure and legislative reform priorities.

The scale of the challenges faced in progressing the further development of the Norfolk Island governance model,
the long term strategic planning required to address the infrastructure backlog and logistical infrastructure
upgrades, and the funding needs associated with achieving these outcomes would benefit from a strengthened
level of interaction between the parties at the highest level.

NIRC at elected and officer levels believe this is essential to building a greater level of mutual understanding of
respective positions which increases the opportunities of aligning aspirations and outcomes. It is recognised that
the infrastructure issues will require long term solutions and increased dialogue at senior levels will be to mutual
advantage as it consolidates advocacy opportunities and enhances the management of community expectations.

Also, several Commonwealth and State Government departments and agencies operate on Norfolk Island and
impact the daily lives of the community. Appropriate levels of communication amongst these bodies with NIRC
would provide greater understanding and appreciation of respective roles and responsibilities as well as assisting
in the overall approach to longer term planning and service delivery.

It is understood that such a body exists and involves the following departments and agencies:
e DIRTDC

e  Department of Agriculture, Water and the Environment

e  Australian Border Force

e  Bureau of Meteorology

e Australian Federal Police

e Norfolk Island Health & Residential Aged Care Service

e Norfolk Island Central School

In a spirit of inter-agency cooperation and goodwill it would be appropriate for NIRC to be a party to these
meetings. The collective effort of on-Island officers across these agencies and NIRC would be to mutual
advantage through relationship building and a shared appreciation of the issues faced by them all and the
identification of opportunities for collaboration.

These opportunities for improvement in relationships and engagement could be reflected in a memorandum
entitled a Partners in Government Agreement. Such an agreement could contain a description of the roles and
responsibilities of the various parties and the mechanisms for coordination and collaboration. This would be a
nonjusticiable agreement providing a streamlined description of the Norfolk Island governance model and
working arrangements between the parties in a form simplifying the complex interaction of Commonwealth, State
and local government responsibilities. In addition to clarifying these relationships across the agencies directly
involved this agreement would also assist the wider community in understanding these arrangements which were
identified in our community consultations as an element of their uneasiness about the operation of NIRC and its
interaction with the Commonwealth.

The proposed agreement could be based on the long-standing Partners in Government Agreement between the
Queensland Government and the Local Government Association of Queensland (LGAQ), on behalf of
Queensland Councils — refer to

for a copy of the Agreement.

The Agreement sets out the principles on which the relationship is built, the roles and responsibilities of the
parties, operational and review mechanisms and timetable. The Commonwealth and NIRC could be parties to


https://www.dlgrma.qld.gov.au/resources/policy/local-government/partners-in-government-agreement-2019.pdf
https://www.dlgrma.qld.gov.au/resources/policy/local-government/partners-in-government-agreement-2019.pdf

such an Agreement and include the State Partner if and when one is obtained. Appendix 3 sets out the Roles
and Responsibilities of the Parties as described in the Queensland Agreement and provides a basis on which
NIRC and the Commonwealth could commence such discussions.

The complexity of the Norfolk Island governance model, the benefits of enhancing the strategic and operational
engagement between NIRC, DITRDC, the other Commonwealth departments and agencies present on Norfolk
Island together with the importance of building more constructive relationships across the diverse makeup of the
Norfolk Island community justify NIRC appointing a specialist Intergovernmental Relations Manager to assist the
Mayor and General Manager in strengthening these relationships and progressing the strategic agendas and
managing the operational challenges that lie ahead. Such a position will not only benefit NIRC itself, but also the
Commonwealth and other stakeholders by better coordinating communication and engagement activities
between all the parties.

6.1.3.4 KEY FINDINGS

e  The fortnightly meeting between NIRC senior officers and DITRDC on-Island staff works well in overseeing
operational matters under the SDA.

e The quarterly meeting between the NIRC General Manager and Assistant Secreatry in DITRDC focusses
on strategic issues and operates well in a spirit of cooperation and problem solving.

e  Opportunites should be taken to strengthen and broaden the interaction between key parties on-Island and
in Canberra to focus on long term strategic planning, infrastructure priorites and funding arrangements to
increase co-ordination and collaboration across the parties.

¢ Relationship building between NIRC, Commonwealth and State agencies on-Island would be improved to
mutual advantage through a shared appreciation of issues faced and identification of opportunities for
collaboration.

e The appointment of a specialist Intergovernmetal Relations Manager would strengthen NIRC’s ability to
progress its strategic objectives and manage the operational challenges that lie ahead.

6.1.3.5 RECOMMENDATIONS

1. That the fortnighlty meeting between NIRC and DITRDC on-Island staff continue to address operational
issues.

2. That NIRC and DITRDC consider restructuring the quaterly meeting to discuss strategic issues to include:
¢ NIRC Mayor and General Manager.
e The Administrator.
e Assistant Secretary, DITRDC.

3. That these quarterly meetings be held face-to-face alternating between Canberra and Norfolk Island.

4. That a Partners in Government Agreement be developed setting out the roles and responsibilites of the
Commonwealth and NIRC in a form simplifying the complexity of the Norfolk Island governance model.

5. That NIRC seek membership of the Commonwealth and State agencies inter-agency forum to build mutual
understanding, working relationships and opportunites for collaboration between NIRC and these agencies.

6. That NIRC recruit a fulltime Inter-governmental Relations Manager to act as an expert and dedicated advisor
/ resource to help better co-ordinate engagement activities between NIRC, the Commonwealth Government
(at both Ministerial, Administrator and Departmental level) as well as key community groups and other
relevant stakeholders.
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Strategic Planning

6.2 STRATEGIC PLANNING AND
REGULATORY FRAMEWORK

Business Planning

Community Engagement

Regulation, Approvals, Licensing, Local
Laws

FOCUS

6.2.1  Consider the Council’s application of the Integrated Planning and Reporting Framework which is
provided under the Act to guide Councils in their preparation, development or review of plans,
strategies, programs and reports.

6.2.2  Examination of Council’s response to administering continued laws, such as planning laws and the
effectiveness of business processes associated with regulation and licensing.

6.2.0 OVERVIEW

The context for planning, environmental management, regulation and licensing on Norfolk Island presents a
complicated amalgam of legislation which is substantially outdated, and creates lack of clarity, confusion,
unnecessary delays, inabilities to effectively regulate and enforce compliance as well as occasional, unnecessary
expense for legal advice.
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6.2.1 APPLICATION OF THE INTEGRATED PLANNING AND REPORTING
(IPR) FRAMEWORK

In particular, we will consider the Council’s application of the Integrated Planning and Reporting
Framework which is provided under the Act to guide Councils in their preparation, development or
review of plans, strategies, programs and reports.

6.2.1.1 APPROACH

This section assesses the application of the IPR principles to the NIRC’s strategic planning, both in the general
strategic sense and in relation to the particular relevance of the NIRC’s Land Use Planning and Development
Control.

6.2.1.2 INTEGRATED PLANNING AND REPORTING

6.2.1.2.1 CURRENT PRACTICE

Extensive resource commitments have produced the key corporate planning instruments as well as the Heritage
and Culture Strategy and the Environment Strategy — and other subsidiary documents such as the Pest
Management Strategy. The contents of these documents contain intended implementation approaches and
actions and do connect substantially to the IPR Framework.

However, although strategising has been strong and good quality, subsequent implementation exhibits major
deficiencies. Strategies have been rightfully aspirational but need enhanced realism and pragmatism to enable
effective implementation.

There are also gaps in reporting requirements.

In terms of fulfilling the requirements of the LG Act 1993 (NSW)(NI) and reporting in accordance with the Local
Government Regulation 2005 (NSW)(NI) and the Integrated Planning and Reporting Guidelines, the principles
for IPR and the preparation and updating of the CSP, Operational Plans and Delivery Plans have been met.

Annual reports have been completed by 30 November each year 2017-2019 (and it is assumed that the Annual
Report 2019- 2020 will be tabled and adopted by the current Council — including an ‘End of Term’ Report tabled
at the last meeting of the outgoing Council in which an evaluation reports on NIRC’s progress in implementing
the CSP over the previous four years and therefore should connect with responses to the Indicators of Success
contained in the CSP 2016-2026.

There are gaps in Annual Report details about implementing the Delivery Program, achieving the objectives in
the CSP and responding to the Indicators of Success in the CSP over the previous year.

It is also assumed that a State of the Environment Report will be Included in the Annual Report 2019- 2020
because this is a year in which an ordinary election of the Council is being held.

Generally, annual reporting on progressive implementation of the Environment Strategy is a gap given this is
highlighted in the Environment Strategy as reporting every six months on progress with respect to the
implementation of recommendations extracted from the Environment Strategy and included in the Delivery
Program and annually for relevant aspects in the Operational Plan.



6.2.1.2.2 BODY OF ANALYSIS

Notwithstanding the existence of the Norfolk Island CSP 2016-2026 and a range of special focus strategic plans,
there does not seem to be a clear, cohesive long-term integrated strategic direction which expresses desired
outcomes for Norfolk Island over a ten-year horizon.

There are substantial gaps in the articulation of long-term strategic direction between the Commonwealth and
NIRC. There is a consequential lack of on-going monitoring to ensure actions and policies are on track, and who
is responsible for doing what by when?

Operational Plans and Delivery Programs have not connected with, and do not align to, day to day priorities and
pressures on managers and staff for whom it is much more about resolving competing priorities, “putting out daily
bushfires” and knee-jerk reactions to issues. Not all NIRC departments do not have Business Plans and
Performance Plans cascading down from the CSP, Operational Plan and Delivery Program.

Section 428 (2) of the Local Government Act 1993 (NSW) (NI) provides that NIRC must report on the current
Council’s achievements in implementing the CSP over the four years of its term. At the time of review this has
not been completed.

The IPR Framework required under the Local Government Act 1993 (NSW) (NI) presents a real opportunity for
DITRDC and NIRC to partner in leading change for the Island, symbolising a joint approach and establishing
more certainty about projects, priorities and budget planning.

The outputs of the Strategic Planning Workshop involving the Mayor, Councillors and General Manager of April
2020 presented an opportunity to consider the question “what have we been trying to achieve and want to achieve
for the future”. Out of this could grow a clearer, more cohesive long-term strategic direction and plans which
express common desired outcomes for Norfolk Island over the next 5-10 years. However, there does not appear
to be a consequential action plan arising from that workshop.

The foundation for this to be achieved is the very recently published “Norfolk Island 2030 — Sustaining our Future:
Consultation Report” commissioned by the Office of the Administrator. The outputs of the consultation are
however complex and multiple and will need very careful progressive leadership to shape into a Plan with broad
support and clear direction.

6.2.1.2.3 FINDINGS

e  Whilst the fundamentals of a compliant IPR framework are in place, the approach to its implementation could
be improved by a stronger collaborative and consultative practice.

e A more coordinated integration of strategy and the framework for delivery would improve overall
effectiveness and performance.

6.2.1.2.4 RECOMMENDATIONS
1. That the Norfolk Island 2030 — Sustaining our Future:

a) Be a Plan collaboratively led by the Commonwealth through the Administrator’'s Office, DITRDC’s on
Island office and NIRC —- to build partnership both in terms of working arrangements and which is visibly
symbolic for the Island community.

b) Establishes clear goals and directions for “what we want Norfolk Island to be and look like” in ten (10)
years’ time - based upon extensive community engagement in accordance with the Norfolk Island
Community Engagement Framework - with an Implementation Program (recognised as needing to be
adaptable over time) which includes:



o A comprehensive long-term Legislative Framework
o Targeted funding priorities and attribution
o Allocated roles and responsibilities

c) Integrates with and informs NIRC’s CSP i.e. consistency with directions and strategies, long-term-
financial and resource planning

2. That a Liaison Committee be established to provide inputs into:
a. Norfolk Island 2030 — Sustaining our Future
b. The Norfolk Island Community Strategic Plan
c. Review of the Planning Act 2002 (NI), and
d. The Norfolk Island Plan Review

3. That this Committee comprise senior representatives of the Administrator’s Office, NIRC, DITRDC on Island
team, Council of Elders, Chamber of Commerce; Tourism Advisory Committee, and People for Democracy to
enhance dialogue, communication, build understandings, partnership and trust.

6.2.1.3 STRATEGIC LAND USE PLANNING

6.2.1.3.1 CURRENT PRACTICE

The key legislation that guides planning and development on Norfolk Island is:

e  The Local Government Act (1993) (NSW) (NI).

e  The Planning Act 2002 (NI).

e  The Building Act 2002 (NI).

e  The Environment Act 1990 (NI).

e  The Environmental Protection and Biodiversity Conservation Act 1990 (Commonwealth).
e  The Waste Management Act 2003 (NI) and Regulations 2004 (NI).

e  Sale of Food Act 1959 (NI).

¢  Planning and Public Health (Consequential Provisions) Act 1996.

The Planning Act (2002) (NI) was retained at the time of formation of NIRC with some aspects of legislation for
the IPR framework, strategic land-use planning and development assessment customised for Norfolk Island
through the modified Local Government Act (1993)(NSW)(NI).

The Norfolk Island Plan 2002 (as amended) is established by the Planning Act 2002 (NI) and is the statutory
document that regulates land use planning and development on Norfolk Island.

The Norfolk Island Advisory Council (NIAC) letter (undated) to the Commonwealth Minister sighted by the audit
team included the following recommended priorities:

e  Streamlining the current planning and development process.

e Introduction of community title legislation to support a wider range of land ownership structures, particularly
in the area of retirement living.

e  Removing the moratorium on solar photovoltaic units.

The NIAC also advised in this letter that:



Future land use requires careful planning, considering the Island’s fragile natural environment and limited land
mass.

Norfolk Island maintains a heritage, land use and environmental planning regime. Feedback indicated the
community does not support the blanket application of NSW land planning laws and prefers retention and renewal
of local regulations.

As part of this process and related to the broader reforms to Norfolk Island laws, a review of the Norfolk Island
Plan 2002 is now overdue and should commence without delay.

The Advisory Council suggested the application of the Environmental Planning and Assessment Act 1979 (NSW)
and associated legislation would be an unnecessary and inappropriate impost at that time.

Heritage, conservation, visual impact and tourism are regarded as interdependent by many in the community,
while the responsibilities for each are divided between the Australian Government, NIRC and community groups,
close cooperation will be necessary to ensure the best possible outcomes for Norfolk Island.

The Island includes the Kingston and Arthur Vale Heritage Area as a World Heritage Site. The Commonwealth
Government owns the core of the site but there are a number of private leases as part of the Site which is
bounded by the 90m contour and has an overall size of 250 ha. This is clearly an area for stringent planning and
management. It is managed by the KAVHA Trust with an annual budget of $600,000.

6.2.1.3.2 BODY OF ANALYSIS

The Planning Act 2002 (NI) represents unique legislation which causes cumbersome assessment and
determination processes, lengthy time frames and approvals being required for minor, low/non- impact proposals
which would be exempt development in NSW. These matters have some significant reputational costs for NIRC.

This Act needs comprehensive review to provide a foundation for streamlining of approval processes — with
consequent improvements to efficiency and effectiveness of development assessment — including more efficient
use of time for the Administrator, NIRC, and Council’'s management and professionals.

Target Four (4) in the current NIRC CSP is to prepare a Population Strategy — to develop a Policy for
population/visitation to the Island based on existing capacities of water security, power supply, food security,
waste management, and liveability. The Mayor and Councillors of NIRC are seeking the review of Planning
Legislation to ensure such Island limitations are built into the delivery of both planning and environmental
legislation and regulation.

The Norfolk Island Plan (2002) mainly comprises a Strategic Plan and statutory controls for development
assessment. The Plan which has had limited amendments since 2002, is considered by some to be ‘adversarial’
and not pro-active — certainly not aspirational for the future land-use and development outcomes. The Plan also
presents an outdated and difficult policy context for current development assessment. The Planning Act 2002
(NI) requires periodic review of the Norfolk Island Plan every five years (Periodic Review, s.17(2) Planning Act
2002 NI). The last review was completed in 2009 -10 and the amendments took effect in 2010 - hence the periodic
and comprehensive review is five years overdue.

At present the Norfolk Island Plan presents a policy context which is:

e Not aligned to, and is indeed incompatible with, the CSP and in terms of development control the Norfolk
Island Strategic Land Use Plan.

e Not aspirational in terms of what land-use and development outcomes are sought for its duration of, say,
ten years.

° Outdated.

e Impedes many efficiencies and effectiveness of development assessment.



The Norfolk Island Strategic Plan should:

e Align with the CSP and be aspirational — including references to composter, port and rock quarry
evaluations.

e Be founded upon NIRC led consultation including a Reference Group comprising the Chamber of
Commerce; People for Democracy, the KAVHA, Tourism Advisory Committee, Council of Elders and others
(although this may be difficult it is important to try and build more cohesion and social capital underpinning
the Plan).

e Be based on sustainability (the 4 pillars of economic, social, environmental and governance).

e Incorporate research and analysis which responds to the Population Policy resolved by the Council - linked
to infrastructure capacity; and embodying a clear implementation plan and nominated responsibilities for
actioning.

The Strategic Land-Use Plan would benefit from being more aligned to the form of Local Strategic Planning
Statements prepared by all NSW Councils as required under the NSW Environmental Planning and Assessment
Act 1979 (as amended).

NIRC agreed to a ‘Proposed manner for the conduct of the Norfolk Island Plan Review’ in February 2019. The
associated report sets out the background briefly and the form and content of the review as specified generally
in the Planning Act 2002 (NI). This was also agreed to DITRDC last year.

The process has not commenced as, owing to competing priorities, the Senior Strategic Planner has not been
able to prepare the Discussion / Scoping Paper to support the recommendation to the Administrator (as the
Minister’s delegate) to initiate the Plan review by notice in the Gazette seeking initial community comment. The
Senior Strategic Planner is now aiming to have the initial call for comments gazetted and commenced before the
current Council finishes its term, noting that it is a preliminary step in the process and the new Council will have
the opportunity to carry on with the review.

The range of issues to be considered during the review of the Plan include:

o Reflecting the October 2018 amendments to the Planning Act 2002 (NI) and subsequent repeal of the
Norfolk Island Planning and Environment Board Act 2002.

e Recognising NIRC’s role in implementing the Plan.

e Responding to changes resulting from the planned and anticipated introduction of Development Control
Plans for:

o Kingston and Arthur’s Vale Historic Area.

o Community Title.
e Reviewing in parallel Development Control Plans for:

o Water Resources (added Aug 2020).

o Outdoor Advertising Structures and Signs that will be conducted in parallel to the review of the Plan.
e  Updating various definitions and procedures
e  Correcting drafting errors and general housekeeping matters.

The review therefore is not directed at major policy issues but primarily about corrections, updates and
‘housekeeping’ matters to cover identified gaps or problems that may potentially result in inappropriate use or
development; and to seek streamlining and simplification of some approvals.

Consultation for the review is planned to be by written submissions only which may reduce real community
engagement and ownership for Plan implementation.



In relation to resources, NIRC has a fully qualified planner on staff with substantial experience, but despite being
designated the Senior Strategic Planner, the majority of her time is spent on development assessment and other
planning matters. Retention and development of skills in this area are crucial and their continuing professional
development needs to be supported.

Other Related Matters

There are conflicts with sections of the community about cattle grazing on the Kingston and Arthur Vale
Heritage Area— an issue which has planning implications which have not as yet been fully addressed.

The KAVHA had consultants prepare a Development Control Plan for the World Heritage site which was
handed over to NIRC in January 2020 but is now only just starting to initiate the process to make it a statutory
instrument — the delay again apparently due to workload of the Senior Strategic Planner.

6.2.1.3.3 FINDINGS

The Planning Act 2002 (NI) represents unique legislation which causes cumbersome assessment and
determination processes, lengthy time frames and approvals being required for minor, low/non- impact
proposals which would be exempt development in NSW. These matters have some significant reputational
risks for NIRC.

This Act needs comprehensive review to provide a foundation for enhanced streamlining of approval
processes — with consequent improvements to efficiency and effectiveness of development assessment —
including more efficient use of time for the Administrator, NIRC, and Council management and professionals.

The Norfolk Island Plan’s policy context is outdated and impedes effective outcomes being achieved and it
too needs extensive revision.

The decision to begin the review has not been proceeded with owing to administrative constraints.

The current level of professional planning staff is inadequate to deal with both the planning and development
assessment responsibilities.

6.2.1.3.4 RECOMMENDATIONS

1.

That the Norfolk Island Plan be comprehensively reviewed with timing that integrates with the amendments
to the Planning Act 2002 (NI) — and funding and professional resources allocated to enable this to occur —
with staging as follows:

Stage One:

a) The Strategic Plan be comprehensively reviewed based on the following:
i. A foundation of NIRC led consultation including a Reference Group comprising the Chamber of
Commerce; People for Democracy, the KAVHA, Tourism Advisory Committee, Council of Elders
— with the aim of building more cohesion and social capital to underpin the Plan.
. Sustainability (4 pillars of economic, social, environmental and governance).
iii. A greater level of aspiration for future development and land-uses to achieve the short, medium
and long-terms desired outcomes of DITRDC, NIRC and the Island community.
b) Including appropriate references to:
i. Evaluations of the alternative locations and criteria for the proposed composter, port and rock
quarry.
. Resolving acceptable standards and means of waste disposal and wastewater disposal and
treatment.
iii. Heritage and Biodiversity conservation — with Strategic Plan mapping providing the mapping
nomenclature for consistent inclusion in the zoning map for Part B of the revised Plan.



iv. Analysis of the Island’s infrastructure capacities to inform NIRC’s declared need for a Population
Policy.
¢) An Implementation Strategy be developed including nominated responsibilities for actioning which:
i. Reflects the previous amendments to the Planning Act 2002 (NI) and subsequent repeal of the
Norfolk Island Planning and Environment Board Act 2002.
ii. Explicitly recognises of NIRC's role in implementing the Plan.
iii. Implements the proposed changes to the Development Control Plan for Kingston and Arthur’s
Vale Heritage Area.
d) Introduce a new Development Control Plan for Community Title, and
e) Review the Development Control Plans for: Water Resources and Outdoor Advertising Structures and
Signs.

Stage Two:
To implement the Strategic Plan the following actions be taken:

a) A comprehensive Review of Part B of the Plan to significantly improve the rigour and pragmatic
implementation of the “Planning Requirements” including Zoning, Overlays and the General Provisions

b) Updating of various definitions and procedures.

c) Correction of drafting errors and general housekeeping matters.

2. That a qualified planner be recruited as net additional to the current staff establishment and related staff
budget, preferably a post-graduate with some (if limited) experience at the right level.

3. That budget allocations be increased to ensure that planning staff can sustain Continuous Professional
Development and have one attendee at the annual NSW Planning Institute of Australia State conference.

6.2.1.4 DEVELOPMENT ASSESSMENT

6.2.1.4.1 CURRENT PRACTICE

During 2018-2019 (the last financial year for which data is available) a total of 61 Development and Building
Applications were accepted, and the total number of applications determined was 46. This is comparable with
applications accepted in the previous three financial years. There is no data available regarding mean and
median times for DA processing (as is required of NSW councils).

Superficially this appears as a limited workload — particularly given the low impact implications of most DA’s.
However, the Senior Strategic Planner essentially has to deal with all planning matters and high workload needs
to be seen in that context.

NIRC collected a total of $22,266.50 in Planning and Building fees during the reporting period. It is not compulsory
to identify the total cost of a proposal in application forms. In the reporting period approximately half the
applications provided an estimated cost of the proposal. The total estimated cost of proposals, where stated, was
$3,594,600 — hence total approved development value in 2018/19 may have been around $7 million.

The types of use, development and activities for which applications were made in 2018/19 are identified in Table
1 below.



Table 1: Development Applications 2018/19

New Houses 10
Alterations and additions — Domestic 14
Alterations and additions — Commercial 1
Agricultural — Sheds

Subdivision — create additional lots 4
Subdivision — boundary adjust. / amalgamation 3
Change of use — Commercial 10
Change of use — Domestic 2
Resort — alterations and additions 1
Signage 2
Earthworks 1
Public Works 2
Community 1
Modifications of approvals 8
Total Applications 61

Source: AEC, NIRC

Observations were made during interviews that the DA processing is generally too slow and can take 6-12 months
for relatively simple applications. The root causes suggested included other urgent matters, multiple referrals and
a culture of seeing simple low impact DA’s as complex. As a result, NIRC’s reputation with the business
community is adversely affected.

6.2.1.4.2 BODY OF ANALYSIS

The Planning Act 2002 (NI) embodies many non-value adding steps for development application processing
which are inconsistent with, and much more cumbersome than the NSW Environmental Planning and
Assessment Act 179 (as amended), the relevant provisions of the Local Government Act (1993) (NSW) (NI) and
good professional planning practice nationally.

More specifically:

e There is no logical reason for the Council to have to review every DA as a Referral Agency — the senior
Planner or Manager Planning and Environment should have some delegation and discretion to report
directly to the Administrator for low impact, fully compliant DA’s for more efficient and timely decision-
making.

e There is no need to publish that DA in the Gazette when deemed acceptable for assessment.

e  Contributions and/or actual works to construct/upgrade roads serving new subdivisions should be required
as part of consents — as they lead to ongoing maintenance cost burdens for NIRC.

e There is a concern that significant non-compliance exists amongst tourist accommodation outlets — e.g.
AIRBNB. Short term holiday accommodation needs to be regulated.

e  Many signs for tourist industry developments or changes of use should not need approval.

As for the Commonwealth’s role under the current process, it is noted that the Administrator is an important
control point in terms of making final decisions about land-use and development. It is presumed that the
Administrator does or would call upon professional planning support as needed. Also, the Minister has power to
declare certain DAs as ‘Significant Development’ to expedite the approval process for projects with community
wide benefit such as ports, hospitals, schools and telecommunication facilities.



There is an accepted position within NIRC of ensuring that there is not one rule for it and one for the community
and there is a legally facilitated and appropriate arrangement with Port Macquarie-Hastings Council (PMHC) to
independently assess and recommend outcomes when NIRC is the applicant. This is appropriate in probity terms.
Involvement of PHMC for assessing NIRC DA’s has been described by NIRC as positive. PMHC also provides
specifications for an Environmental Impact Statement when associated with a NIRC DA. Feedback was that
PMHC provided prompt responses and competent assessment. Potentially, the level of support provided by
PMHC could be enhanced within a probity framework.

6.2.1.4.3 FINDINGS

e  The Planning Act 2002 (NI) embodies many non-value adding steps for development application processing
which are inconsistent with NSW legislation.

e The Administrator is an important control point in terms of making final decisions about land-use and
development, given the problems with the underpinning legislation.

e The use of PMHC to provide assessment services as a probity assurance for NIRC proposals is an effective
arrangement.

6.2.1.4.4 RECOMMENDATIONS

1. That the review of the Planning Act 2002 (NI) be pursued to alleviate the inefficiencies caused to the
Development Assessment function.

2. That NIRC consider negotiations with Port Macquarie-Hastings Council to extend the Agreement for
resource support for:

a) assessment of complex DA’s.
b) strategic planning work.
¢) mentoring and training.

d) ensuring updated knowledge and awareness of NSW issues and practices.

6.2.1.5 ENVIRONMENTAL MANAGEMENT

6.2.1.5.1 APPROACH

This section addresses the multi-faceted issue of Environmental Management including water security, waste
water management, solid waste management and pest management. As these functions are in many ways
related and encounter the same or similar challenges, the overall findings are summaried at the commencement
of the section followed by analysis and recommendations for the individual components in separate sub-sections.

In this was the logical connection between the analysis and the resulting recommendations is maintained more
closely.

6.2.1.5.2 CURRENT PRACTICE

The predominantly applicable legislation is:

e  The Local Government Act (1993) (NSW) (NI).
e  The Environmental Act 1990 (NI).

° The Public Health Act.



e  The Environment Act 1990 (NI).

e  The Environmental Protection and Biodiversity Conservation Act 1990 (Commonwealth).
e  The Waste Management Act 2003 (NI) and Regulations 2004 (NI).

e  Sale of Food Act 1959 (NI).

e  Planning and Public Health (Consequential Provisions) Act 1996.

No NSW Environmental legislation is applicable, and the NSW Environmental Protection Agency has no
legislated role for compliance and enforcement on Norfolk Island.

There are a number of very credible, well researched and published documents detailing the environmental
assets and issues on Norfolk Island — including programs of action and attribution of responsibilities. However,
all the resource commitments to these plans and strategies have not translated into much effective
implementation.

There are major issues relating to environmental management and public health - waste management, water
security, water contamination and biodiversity research and conservation. These issues arise largely from
inadequacies in legislation, organisational leadership, skills and capacity and funding. There are some
expressions of required solutions and improvements which go back to 2014-2016 which have still not been
operationalised and fulfilled.

6.2.1.5.3 FINDINGS

The continuation of issues of wastewater contamination of some of the bays (notably Emily Bay), the aquifer and
potentially drinking water supplies, in addition to waste disposal over the cliff at Headstone are untenable and
warrant high priority through collaborative efforts to be initiated by NIRC and DITRDC to address these issues
by legislative and funding means.

Environmental issues to be addressed include water security, management of sewage treatment and disposal
and related water contamination, waste management — particularly disposal over the Headstone cliff into the
Marine Park, biosecurity (First Point of Entry at the Airport and Ports), and biodiversity research and conservation.
pest management and PFAS contamination should also be of the highest priority and a requisite for legislative
and funding initiatives.

6.2.1.6 WATER SECURITY AND WASTEWATER MANAGEMENT

6.2.1.6.1 WATER SECURITY
Water security and quality is fundamental to public health, agricultural production and a credible tourism industry.

Residents of Norfolk Island do not have a reticulated water supply and rely on rainwater tanks and groundwater
for everyday use. In the past three years there has been a 20% reduction in the amount of rain falling on the
Island, increasing the reliance on depleting groundwater resources. The impacts of reduced water security are
as follows:

e Deterrent and negative impacts on the tourism industry.
e Reduced food security because of a lack of water for irrigating pasture and food crops.
e Degradation of wetlands and riparian area which reduces the recharge rate of groundwater.

e Increased bushfire risk and restricted access to water for the Island’s fire-fighting services.



6.2.1.6.2 WASTEWATER MANAGEMENT

The centralised sewerage system, known as the Water Assurance Scheme, services the built-up areas of Burnt
Pine and Middlegate, located in the centre of the Island. This system was constructed in the late 1980’s after it
was discovered that the groundwater supply was heavily contaminated from inappropriate effluent disposal
methods. The scheme connects to around 20% of dwellings on the Island.

Figure 6 shows the location of the current wastewater collection and treatment facility, including the seven pump
stations and the outfall which releases the effluent into the ocean. The treatment facility is located near the Norfolk
Island Airport, has a design capacity of 380kL/day and currently treats around 70-225kL/day.

Figure 6: Plan of Current Sewerage Scheme on Norfolk Island
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The treatment process employs the use of rotating biological contactors (RBC). The effluent is treated and both
solids and liquids are disposed through an outfall pipe off Headstone Cliff into a small bay, south of the Headstone
Creek, into the ocean. The current discharge of effluent to the Marine Park is unacceptable to Parks Australia
which oversees the Temperate East Marine Park Management Plan. Parks Australia has advised that wherever
possible, the requirements and standards of the NSW EPA in relation to pollution and sewage disposal should
be the benchmark to be met. The EPA’s Licensing Guidelines for Sewage Treatment Systems and guidelines on
Pollution Reduction Programs are a useful reference guide for this purpose.

NIRC does not have an appropriate facility to stabilise the sludge for beneficial reuse or land-based disposal.
The lack of infrastructure currently available to NIRC means that the disposal of sewerage sludge on the Island
would be irresponsible given the risk of groundwater contamination and to public health. As both solids and
liquids are pumped directly into the ocean via the same pipeline, the water entering the receiving environment
would be expected to be of poor quality. This is particularly true given that the plant does not provide any tertiary
treatment or disinfection. This results in an unknown pathogenic content entering the natural environment.

The condition of the current wastewater treatment infrastructure is such that it is expected to completely fail within
five years, as described in the Public Works Advisory Options Report. The consequence would be that raw



untreated sewage would discharge into the Marine Park surrounding Norfolk Island, damaging the environment,
placing public health at risk, deterring tourists and potentially attracting a financial penalty under the Environment
Protection & Biodiversity Conservation (EPBC) Act.

Council commissioned a major investigation of the management of wastewater on the Island, the options to
resolve the issues and the associated capital and operating costs. This was identified in the Balmoral Report
(2019). Key findings and recommendations of the Report were:

e The current reticulated service connects about 20% of dwellings and has a very high probability of failure
within 5 years.

e About 1,000 properties have septic tanks and about 25% of those are estimated to be failing with significant
consequent risks to water quality in groundwater systems and watercourses.

e That the most favoured option has a capital cost estimate of $17.6 million.

If there is failure, raw untreated sewage (approximately 27 megalitres) will transit directly to the ocean before
temporary treatment works can be established. With no Environment Protection Agency in place, this prohibited
discharge under the Commonwealth EBPC Act could lead to penalties of up to $9 million being applied as well
as leading to potential public health impacts that would be clearly unacceptable and untenable. This would have
adverse flow-on impacts on the tourism industry.

NIRC applied for a grant of $250,000 through the ‘Building Better Regions Fund’ community investment stream
to develop a ‘Water Quality and Wastewater Management Strategy’. The strategy was to provide an overarching
framework for the management of wastewater and water quality across the Island and provide options for
appropriate technologies for the management of effluent. NIRC was unsuccessful for the grant funding and is not
in a position to fund this project. However, NIRC now has an available $62,500 to develop a business case for
the upgrade of the wastewater treatment facility, which will include projected capital funding requirements and
must provide options for beneficial reuse. This business case will provide an important first step in applying for
funding for infrastructure upgrades at the wastewater treatment plant.

Currently the Water Assurance scheme and all associated pump stations are constructed on private land. No
easements have ever been formalised and there is no legal basis to access these assets. There are currently
over 200 affected portions of land — and some are so compromised that the entire portion is unusable. This
includes a pump station that overflowed in July 2020 — being the largest of all the seven (7) pump stations.
Vehicle access to the site is dangerous and limited.

This malfunction of a pump station in July 2020 led to overflow and significant coliform contamination of Emily
Bay, a prime tourist attraction for beachgoers and swimming. The level of contamination and implications for
public health would probably lead to immediate requirements for remedial action and potential fines anywhere
else in Australia. A Public Notice was issued, and a warning sign erected. Such contamination has been occurring
periodically for many years and has the potential to be a significant deterrent to tourism.

Outside of the centralised wastewater collection and treatment network, there are multiple septic tanks at
unrecorded locations on private land which are not maintained or regularly inspected. There is very limited power
and capacity to enforce poorly maintained and non-compliant systems on Norfolk Island. The aggregate impact
of such unregulated, unmaintained on-site systems causes significant contamination of watercourses,
groundwater and some ocean areas in proximity to the coast.

6.2.1.6.3 RECOMMENDATIONS

1. That the Local Government Act 1993 (NSW) (NI) be amended to insert the relevant provisions for On-Site
Sewage Management including the initiative of a register of septic tanks / onsite sewage management, and
the requirement for annual inspections and ensuring proper maintenance and compliance.



2. That the DITRDC work with NIRC to resolve wastewater disposal and treatment issues by:
a) The endorsement of the option recommended in the Balmoral report.
b) Funding the detailed design and capital construction of that option.

3. That NIRC undertake a review to establish the funding mechanism, and structure and staff capacity of the
NIRC Environment Team:

a) To provide leadership and professional capability and capacity,

b) To work with DITRDC to drive the implementation for wastewater disposal and sewage reticulation
infrastructure and means to achieve acceptable environmental standards, and

c) To provide enhanced level of community education.

6.2.1.7 WASTE MANAGEMENT

6.2.1.7.1 CURRENT PRACTICE

There are longstanding waste disposal methods on Norfolk Island which have been a major issue for some years
- particularly the dumping of waste over the cliff at Headstone. Action has been constrained by the lack of
available funding, staff resources and capacity and the logistical complexities of shipping the waste offshore.
Waste disposal methods are non-compliant with general Australian and NSW regulations and standards —
particularly the disposal over the cliff at Headstone into the Marine Park.

This has been a significant issue since July 2014 (letters from the Director Parks Australia to then Minister on 18
July 2014 and then Administrator on 15 June 2015) when it was clearly stated that the activity is prohibited under
the Commonwealth Environmental Protection and Biodiversity Conservation Act Regulation 2000 and the
practice must cease within a limited time. Six years later, the practice continues albeit at a reduced scale. Current
infrastructure, resourcing and operating budgets are insufficient to ensure compliance, although it is
acknowledged that some progress is being made.

In 2015 the then Norfolk Island Assembly engaged AP Consulting Pty Ltd to develop a ‘Waste Management
Strategy for Norfolk Island’. This document has shaped the decision-making process for NIRC and has provided
a broad overview of the technologies required to cease ocean outfall of solid waste. NIRC is currently
endeavouring, within resource and financial constraints, to implement the recommendations and significant
investment has been made in waste management technologies based on this advice including the multi-purpose
baler and sort line, compositing system, metal/car baler and surge hopper.

The waste streams which have also been diverted from ocean outfall include cars, whitegoods, tyres, batteries
and asbestos. However, it is estimated that up to 1,500 tonnes of waste per annum is still processed at
Headstone, with the ash by product disposed into the Marine Park with the waste streams primarily comprised
of builders’ waste, bulky metal items, furniture and other bulky items, hard plastics, glass, paper, cardboard and
offal/food scraps.

Both the aerated composting system and the metal baler were proposed to be operational by August 2019 to
further reduce the amount of waste disposal into the Marine Park, however delays have consistently occurred
for these technologies. It is understood that the metal baler has recently been delivered and processing of the
stockpiled 3000 car bodies and many white-good items can commence in the near future, which will assist in
significantly reducing NIRC’s stockpiles of bulky metal wastes on the Island and the ocean disposal thereof.
Paper and cardboard will be able to be diverted once the composter can be used properly.

While initiatives have been taken to reduce the extent of waste disposal into the Marine Park, it still represents
an untenable situation.



The solid waste streams that require disposal into the ocean until the installation of the composting system and
the metal baler are identified in Table 2 below.

Table 2: Solid Waste Streams

Food Waste 185

Offal/Butchers’ Waste 80

Animal Carcasses 30 - 40 whole cows/horses
Cardboard 126

Builders’ Waste 703

Bulky Metal Items 243

Source: AEC, NIRC

NSW EPA Licencing and the engagement of the NSW EPA as a state services partner would be beneficial for
both the wastewater treatment and the waste management centre to at least set the framework of appropriate
operational standards for public health and environmental management - and ensuring accountability and
transparency. (This is particularly relevant when considering ocean outfall of any description as Marine Parks
Australia do not have responsibility or regulatory capability above the High-Water Mark (high tide mark). This is
a legal and regulatory mix that yields in-action).

6.2.1.7.2 RECOMMENDATIONS

1. That DITRDC work with NIRC and Parks Australia to resolve - with very high priority - waste disposal issues
including the cessation of the disposal of waste at Headstone, acknowledging that this will require funding
from the Commonwealth Government.

2. That NIRC undertake a review to establish the structure and staffing capacity of the NIRC Environment
Team to work with DITRDC to drive the implementation for waste disposal infrastructure and means to
achieve acceptable environmental standards.

6.2.1.8 BIOSECURITY — FIRST POINT OF ENTRY

There are significant and urgent non-compliances with biosecurity at both airport and the port management with
evidence of First Point of Entry Standards compliance being emphatically required (after extensions) to be
provided by the General Manager by 15 April 2021. These are identified in Appendix 4.

With major reliance of the Island population and economy on the goods referenced in the identified non-
compliance, NIRC has to urgently focus on the means to achieve demonstrable compliance. It is understood that
DITRDC have engaged a consultant to assist NIRC to achieve and sustain compliance and that the deadline is
achievable.

6.2.1.8.1 RECOMMENDATIONS

1. That the Ports Management Strategy — including the approval processes, design and construction timeline
be finalised in order to secure facilities that support NIRC to achieve bio-security compliance.



6.2.1.9 BIODIVERSITY

The Island has some unique environmental assets. At present, the research and identification of biodiversity -
fauna and flora — is inadequate to serve the objectives of the Commonwealth EPBC Act and additional funds are
required to properly fulfil the research needs — with potentially enhanced zoning and planning controls for such
conservation.

There is unique biodiversity on Norfolk Island including highly endangered species such as the Gruen Parrot
(about 30 remaining) which, under the EPBC Act and the NSW Threatened Species Conservation Act, should
be the subject of much more research and formal protection including environmental zones in the Norfolk Island
Plan. Hence this is a crucially important responsibility on Norfolk Island — but currently not appropriately
researched and actioned.

An allocation of $0.35 million has been made for vegetation mapping which should produce improved information
about biodiversity in the National Park and on NIRC reserves. Flora and fauna species are not mapped on private
land and have not been the subject of research except as triggered by individual development applications.

There is a lack of funding and grant opportunities compared to other Local Government areas in Australia— e.qg.
NIRC cannot currently access National Landcare Programme funding and there is no equivalent to NSW Local
Land Services for support.

6.2.1.9.1 RECOMMENDATIONS

1. That the Commonwealth and NIRC establish a task force to address the issue of planning, resourcing and
implementation of a strategy to protect the unique biodiversity of Norfolk Island.

6.2.1.10 PEST MANAGEMENT

The extent of pest plants and animals is having major, adverse effects on the Island’s unique biodiversity and
agriculture with consequential flow-on economic and social impacts. Rats, feral cats and Argentine Ants are very
significant pests.

NIRC has a very well researched and documented draft Pest Management Plan 2020-25 which is currently on
public exhibition until 20 November 2020. This also includes well defined actions (45 being categorised as critical)
and associated costs. Given the critical issues involved progress should be made as expeditiously as possible
to have the draft Plan adopted and implemented.

The total cost to implement the draft Management Plan is estimated at $2.26 million. Injection of major staff
resource capacity is also needed to address the threats.

The draft Pest Management Plan is a well-founded, well researched document providing good clarity of the
needed approach; however, implementation is anticipated to be highly constrained due to resource, funding and
leadership gaps.

6.2.1.10.1 RECOMMENDATIONS

1. That NIRC undertake a review to establish the funding mechanism, and structure and staffing capacity of
the NIRC Environment Team to manage implementation of the Pest Management Strategy following its
adoption - including the eradication of the Argentine Ants having high priority.

6.2.1.11 PFAS WATER CONTAMINATION

There is a very high risk given the identification of PFAS contamination of water courses following use of the fire
retardant in the past associated with the airport. Water quality issues exist in at least one catchment (Mission
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Creek) due to PFAS contamination because of the past use of firefighting foam. NIRC now has at least 1 bore
(airport bore) that cannot be used due to high levels of PFAS contamination.

Similar situations on the mainland (e.g. PFAS contamination of groundwater and water courses close to
Williamtown RAAF Base in NSW), have been major issues in terms of public health and financial compensation
claims.

6.2.1.11.1 RECOMMENDATIONS

1. That NIRC and the Commonwealth develop a joint strategy to address the issue of PFAS contamination on
Norfolk Island.
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6.2.2 REGULATION, REGISTRATION AND LICENSING

Examination of Council’s response to administering continued laws, such as planning laws and
the effectiveness of business processes associated with regulation and licensing.

6.2.2.1 APPROACH

This section addresses the range of regulatory, registration and licensing functions conducted by NIRC that are
local government responsibilities as well as State responsibilities undertaken by NIRC on behalf of the
Commonwealth under the SDA.

6.2.2.2 CURRENT PRACTICE

NIRC undertakes a large number of regulatory, registration and licencing functions that span both traditional local
government and State functions under continuing Norfolk Island legislation and the SDA between NIRC and the
Commonwealth. The SDA is administered through DITRDC and contains numerous licensing and registration
responsibilities with substantial requirements for demonstrated compliance by NIRC.

6.2.2.3 BODY OF ANALYSIS

The SDA places some very onerous requirements on NIRC given resource and funding constraints, particularly
insofar as requirements for demonstrable compliance are concerned. Whether some of the service obligations
are fairly placed upon NIRC in terms of relevant qualifications is also debatable. The SDA requires demonstrable
compliance for a wide range of functions and services — including many non-mainstream local government
functions such as probate, deceased estates, removal of prisoners and drivers’ licences. The SDA has been
jointly endorsed to extend to 30 June 2021. The SDA for 2021-2022 and beyond needs a joint review between
NIRC and DITRDC to ensure resource capacity, fairness of requirements and well as fulfilment of adequate
service provision to the community.

A number of specific responsibilities under the SDA are reliant on the appointment of Statutory Officers. The
arrangements for appointment by the Minister and the subsequent interface with management authority on the
Island creates both uncertainties as to reporting lines and accountability for daily performance.

Some delegations for licensing and registrations are made directly by the Minister to some NIRC staff, which
presents a difficult situation for NIRC Managers who consequently have no direct formal authority over those
staff in carrying out the relevant duties. This not only creates lack of clarity in lines of authority but also reduces
the capacity of the organisation to respond in managing change with flexibility. Improvements to processes and
performance are not easily negotiated under such arrangements. Reviewing the manner of appointment of
Statutory Officers and the delegation of local managerial authority to direct operational aspects of their work
would seem to be appropriate to achieving a more effective delivery framework for the extensive range of services
required under the SDA.

The functions and services pertaining to registrations and licensing together with commentary on their current
status are summarised in Appendix 5.

Some salient features of these arrangements are summarised as follows:

e  There is no Companion Animals Act for Norfolk Island (as is applicable in NSW) and this is considered a
gap — particularly as a high proportion of dogs are not registered. Cats are not required to be registered and
feral cats have been identified by NIRC officers as a significant issue for the Island’s biodiversity.

e A Building Inspector checks new swimming pools for water quality compliance to ensure that conditions of
development consents are met, but there are no retrospective inspections of existing pools. Relevant legal



requirements exist under the Planning Act 2002 (NI). There are an unspecified number of pools on the Island
which have no safety fencing which represent a significant public safety issue as well as a risk to NIRC.

e Community Title legislation is incomplete, making it hard for registration via planning. There is an electronic
system in place for community titles. This requires an additional tribunal to be created. Amendments to the
Planning Act 2002 (NI) are needed to provide for Community Title but this could take up to 18 months.
Appropriate amendments to Council's DCP should be initiated as a quicker solution. (Note — DITRDC
disputes the need to create an additional tribunal stating the priority should be for NIRC to amendment the
Norfolk Island Plan and finalise a Development Control Plan)

Feedback from NIRC officers in relation to the management of the Court system, identified issues with jurisdiction
and where cases can be heard. NIRC asserts that better communication and consultation is needed between
DITRDC and the Judges for the system to work more effectively.

There are a number of pieces of legislation which point to the Supreme Court when this could be better
administered (less costly) under other pieces of legislation, e.g. Norfolk Island does not have a Residential
Tenancy Act meaning few rights for tenants and, a need to go to the Supreme Court for a case to be heard.

For a number of registration/licencing activities there is very little fee income received and there is a lack of cost
recovery. Recording and follow up of registrations and their associated fees is not well addressed, generally due
to lack of resources. The employment of a ranger to deal with a range of compliance issues — partly or wholly
funded by fees — is a very important initiative for NIRC and DITRDC to consider.

Document management appears to be an area of risk with particular concern about the lack of a record retention
and archiving strategy and procedures, including lack of adequate storage facilities. NIRC currently does not
destroy any records — there are between five (5) and eight (8) storage areas — none with appropriate air-
conditioning or moisture control. There is the potential for valuable records — including some artworks — to
deteriorate and be lost. NIRC is working with National Archives (NAA) to develop a retention schedule but there
is a lack of resources from both ends.

NIRC officers advise that efforts to secure funding to construct the purpose-built facilities have not been prioritised
with DITRDC declining funding applications. Given the importance of the issue, it is considered that NIRC and
NAA should coordinate the development of appropriate solutions with the support of DITRDC.

6.2.2.4 FINDINGS

e The SDA places some very onerous requirements on NIRC given resource and funding constraints
particularly in relation to demonstrating compliance.

e The arrangements for appointing Statutory Officers cause some lack of clarity and dysfunction in the
managerial direction of resources and hence attainment of outcomes.

e The net cost to NIRC of administering the functions is inordinate owing to the absence of an effective fees
and charges policy.

e The effectiveness of regulation is impeded by the absence of adequate enforcement resources in the
organisation.

e  The lack of Document Management/Archiving procedures and facilities is creating a risk scenario for NIRC.

6.2.2.5 RECOMMENDATIONS

1. Acknowledging that some changes to relevant legislation will be required to provide the basis for compliance
actions nominated below, that NIRC establish a ranger position funded in whole or part by the introduction
of fees to enhance compliance for:
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a) Swimming Pool safety fencing — including, given the public safety issues and NIRC risk exposure -
retrospective checks on existing pools.

b) Compliance of On-site Sewage Management facilities.
c) Dog registration and management.

d) Cats registration and management.

e) Apiaries registration and management.

2. Thattraining and collaborative working arrangements between the Building Officer and Customer Care staff
be put in place.

3. That NIRC and DITRDC collaboratively:

a) work with National Archives (NAA) to develop a retention schedule and coordinate the delivery of
solutions for records and archiving.

b) Develop a concept design for appropriate, purpose-built facilities (air-conditioned and with moisture
control) to sustain the life of records, artworks, documents etc.

c) Finalise a records digitisation plan.

d) DITRDC support funding proposals for the construction of purpose-built records storage facilities.
4. That DITRDC and NIRC undertake a review of the Statutory Appointments system to:

a) Establish improved working and management reporting arrangements.

b) Include consideration of more delegation of authority by the Minister to the General Manager for non-
judicial appointments.

c¢) Clarify that statutory appointed staff report directly to the General Manager (or delegate) to remove any
confusion as to their accountability.

5. That DITRDC and NIRC jointly conduct a review of the terms of the SDA to ensure resource capacity, fairness
of requirements and the provision of adequate services to the community.
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Current Financial Position

6.3 FINANCIAL SUSTAINABILITY

Long Term Financial Planning

Financial Management Practice

FOCUS

6.3.1  An overview of recent financial performance.

6.3.2  An evaluation of the appropriateness of current long-term financial forecasts, including inputs and
assumptions underpinning revenue and expenditure forecasts, the appropriateness of renewal and
new/upgrade works included in the projections and any associated ongoing operating cost
implications, financing assumptions and other relevant factors.

6.3.3  Anevaluation of NIRC’s current revenue abilities, including the role of user charges and land-based
rating systems, and identifying ways in which revenue raising could be structured to provide a
sustainable revenue base including the ability to minimise the effects of catastrophic events.

6.3.4 Reviewing the financial and cost recovery position of NIRC’s government business enterprises,
including airport, electricity, telecommunications, liquor bond, waste management and sewerage,
and current and optimal ownership, management and service delivery arrangements for these
enterprises.

6.3.5 Assessing the current fire service arrangement to the community and airport, the financial
implications of each of these services to NIRC and the community, and any potential improvements
that may be achievable to enhance NIRC’s overall financial position.

6.3.6 Determining the financial implications associated with the “State disconnect” for matters such as
lack of accessibility to grants and economic stimulus opportunities that may otherwise be made
available to Councils across Australia to enhance financial viability during times of adversity.

6.3.7 Scoping potential for expanding the Island’s current economic base and the potential for new
opportunities.

6.3.8 Identifying financial sustainability risks for Council and develop potential mitigation actions.
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6.3.1 RECENT FINANCIAL PERFORMANCE

An overview of recent financial performance.

6.3.1.1 APPROACH

This section provides a high-level overview of the financial performance of NIRC based on published financial
statements and budgets to provide background context for subsequent sections of the report.

6.3.1.2 NIRC OPERATING PERFORMANCE

In Figure 7 below NIRC recorded small operating surpluses in 2017/18 and 2018/19 but recorded a substantial
deficit of $1.81 million in 2019/20 from a combination of COVID-19 revenue impacts and an increased cost base.

Despite a budgeted reduction in expenses of $2.33 million in 2020/21 and a further increase in Commonwealth
operational grant funding, ongoing impacts associated with COVID-19 are expected to see a significant reduction
in visitor-based revenues (e.g. passenger fees, liquor bond sales) leaving a budgeted deficit of $0.12 million in

2020/21.
Figure 7: NIRC Operating Performance ($°000) — 2016-2021
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Source: NIRC Financial Statements and Budget

When looking at NIRC’s operating performance before Commonwealth operating grants are applied (Figure 8
below), the extent of the pre-grant operating deficit has deteriorated since the establishment of NIRC.
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Figure 8: NIRC Operating Performance Including and Excluding Commonwealth Operational Grants/Contributions
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The 2020/21 budget was developed on the basis that air services would return to normal in late 2020. NIRC has
indicated that $0.15 million in election costs will be incurred and are not included in the original budget estimates.

Figure 9 below highlights the significant operating grants/contributions required by NIRC from the Commonwealth
to keep it afloat, and the heavy (and increasing) reliance of NIRC on this financial assistance.

Figure 9: Commonwealth Operational Grants/Contributions ($°000)
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Australian National Audit Office (2019) indicates that the initial estimates of NIRC’s operating costs to meet its :
infrastructure and service obligations were much lower than what has been experienced in reality since its.'
establishment. In addition, the substantial reliance of NIRC’s financial performance on tourist tion has been
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clearly highlighted over the past six months. NIRC’s financial capacity is insufficient to deal with such a reduction
in the user charge revenues that NIRC is reliant on to fund its operations.

6.3.1.3 OPERATING PERFORMANCE BY SERVICE/FUNCTION

The following Table 3 provides a summary of the budgeted surplus/deficit of each NIRC function both before and
after overheads have been allocated.

Table 3: Operating Surplus/(Deficit) by Function, 2020/21 Budget ($°000)

Service/Function Surplus/(Deficit)  Surplus/(Deficit)
before Overheads  after Overheads
Plant $ 899 $ 638
Liquor Mart $ 840 $ 291
SDA $ 667 $ -
Waste $ 348 $ 278
Electricity $ 260 $ 223
Telecom $ 157 % 45
Private Works $ 40 $ 36
Norfolk Fuel $ 35 $ 27)
Registry/Court/Lands $ 1% 1
Economic Development $ ) $ (0)
Emergency Services $ 4) $ 4)
Council/Community Housing | $ 4) $ (16)
Tanalith $ 6) $ @)
TV Broadcasting $ (10) $ (11)
Composting $ (16) $ (16)
Public Health/Safety $ 30) $ (38)
Quarry $ 37) $ (52)
Library $ 47) $ (50)
Sewerage $ (105) $ (135)
Radio Broadcasting $ (112) $ (173)
Pest/Noxious Weed Control | $ (143) $ (171)
Garage $ (300) $ (335)
Tourism $ (348) $ (494)
Store $ (424) $ (428)
Building/Development Control | $ (426) $ (457)
Environment/Parks/Reserves | $ (512) $ (549)
Roads $ (1,039) $ (1,307)
Airport $ (1,512) $ (1,623)
Total $ (1,830) $ (4,381)

Source: NIRC Budget

The $4.38 million net deficit identified in the above table after the allocation of overheads is funded from general
purpose revenue (i.e. rates, general financial assistance grants, interest revenue), which also funds a range of
other directly allocated costs of local government operations totalling $1.98 million. Plant operations (via internal
hire revenue arrangements), the liquor bond and the SDA provide the largest financial contributions to NIRC
before the allocation of overheads, while the airport, roads and environment/parks/ reserves require the greatest
financial contributions from NIRC before the allocation of overheads.

6.3.1.4 RESOURCING EFFORT

NIRC’s labour costs grew by $4.22 million (or 57.7%) from 2016/17 to 2019/20, increasing from 32.5% of
operating costs to 39.2% of operating costs over that period. This increase primarily relates to the increase in the
rate of pay associated with standardisation of wages from the move to the Australian award and the NIRC
Enterprise Bargaining Agreement. With NIRC reducing its workforce at the end of 2019/20 in re‘f‘spdnse to financial
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pressures largely attributed to Covid-19, labour costs were reduced by $0.99 million (or 8.6%) in the 2020/21
budget.

At the end of June 2020, NIRC employed 131 full-time equivalent employees (FTE). A comparison of the number
of residents serviced per FTE for local governments serving 1,500-5,000 residents across New South Wales and
Queensland was undertaken, with the results provide below in Figure 10. A higher value potentially represents

a more efficient resourcing outcome for local governments with comparable operating requirements and
methods.

Figure 10: Residents Served per Council FTE vs NSW and QLD Councils Serving 1,500-5,000 Residents
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Source: AEC, Council Financial Statements, ABS (2020) Catalogue 3218.0 Regional Population Growth Australia.
Notes: Norfolk Island (adjusted 1) removes non-traditional service function employees. Norfolk Island (adjusted 2) removes non-traditional service function
employees and increases the population base by 600 persons to account for visitor numbers.

NIRC'’s ratio of 13.3 persons per FTE is well below the median outcome for the sample of 29 persons, suggesting
a relatively high level of staffing to service the size of its resident population. When non-traditional service function
employees are excluded (equating to 50 FTES), the ratio of 21.5 persons remains below the median outcome
but one-third of benchmarked local governments feature lower ratios than NIRC. When an additional adjustment
is made to allow for the need to service a high visitor population (estimated at the equivalent of 600 persons),
the ratio improves further to be comparable with the median outcome.

It should be noted that the calculated ratio does not consider relative population density. Many of the local
governments against which NIRC is compared in the above figure service very large geographic areas and have
very high resourcing demands to service these areas (e.g. extensive road networks, large distances between
townships), with median population density being 0.3 residents per square kilometre versus the Norfolk Island
ratio of 50.5 residents per square kilometre. It would be expected that NIRC should benefit from enhanced
population density from a resourcing perspective.

6.3.1.5 ASSET PROVISION & RENEWAL

Figure 11 below provides a comparison of the replacement cost of total assets per resident for Councils serving
1,500-5,000 residents. NIRC's ratio is above the median outcome, but when adjusting for non-traditional local
government infrastructure responsibilities and the tourist population on the Island, its asset base per capita is
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actually very low which is reflective of the relatively high population density of the Island relative to other local
government areas with similar-sized populations.

Figure 11: Gross Carrying Value of Assets per capita vs NSW and QLD Councils Serving 1,500-5,000 Residents
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Source: AEC, Council Financial Statements

Notes: Norfolk Island (adjusted 1) removes non-traditional service function assets. Norfolk Island (adjusted 2) removes non-traditional service function assets
and increases the population base by 600 persons to account for visitor numbers.

The asset consumption ratio is calculated as the net carrying value divided by the gross carrying value and
measures the extent to which assets have been consumed (a higher figure represents newer assets which are
generally in better condition). Figure 12 below shows NIRC’s current aggregate asset consumption ratio is
estimated at 63%, aided by the recent significant investment in renewal works on the airport runway.

Page 80 of 230




-~
GRASSROOTS CONNECTIONS AUSTRALIA

Figure 12: Asset Consumption Ratio vs NSW and QLD Councils Serving 1,500-5,000 Residents
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Source: AEC, Council Financial Statements

Table 4 below looks at the asset consumption ratio by service function. Works, electricity, telecom,
community/social services, liquor bond and other assets all feature asset consumption ratios of less than 50%
indicating that over half of the value of all assets has been consumed and suggesting significant reinvestment
and renewal requirements through the short to medium term.

Table 4: Asset Consumption Ratio by Asset Type

Airport 84%
Works 45%
Electricity 49%
Telecom 39%
Plant & Equipment 59%
Sewerage 58%
Community/Social Services 32%
Fuel 52%
Waste 52%
Liquor Bond 32%
Other 46%

Source: AEC, NIRC

6.3.1.6 CONSULTATION OUTCOMES

Initial discussions with NIRC highlighted that while it has achieved reasonable operating performance since
establishment and prior to Covid-19, the effects of Covid-19 on revenues required a significant response in terms
of expenditure cuts and highlighted that the financial position of NIRC was actually precarious given the reliance
on tourist visitation to fund operations a