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1. Background 
 

1.1 Terms of reference 
The terms of reference for the review at Betio Town Council (the Council) were to consider revenue raising 

opportunities for the Council. The review was initiated by Mr Romano Reo the Mayor of Betio Town Council. 

My review involved discussions with the Council’s Treasurer and Acting Chief Executive, Senior Revenue 

Officer and Mayor Romano Reo along with the New Zealand High Commissioner and staff based in Kiribati. 

I wish to express my thanks to all concerned particularly the Treasurer of Betio Town Council. 

 

1.2 Limitations 
This report is limited to some degree due to additional information requested from Council staff not being 

received. While this limitation does not affect the overall outcome of the report it does reduce the writer’s 

ability to determine the significance of some of the issues raised. 

This report should not be construed as legal advice which should be sought where appropriate. 

 

1.3 Betio Town Council 
Council is located on Tarawa atoll in the islands of Kiribati. The Council became a mandated Council in 1972, 

has a population of 15,755,1 and a total land area of 1.67 km22. 

 

1.4 Revenue setting 
The Republic of Kiribati Local Government Act (1984) (the LGA) is the principle act that prescribes the 

functions and powers of the Council. While the LGA underlies the functions of the Council it does not 

prescribe the process of revenue setting. 

Below is a four step process that is a suggested method for revenue setting. It is not dissimilar to other 

jurisdictions like New Zealand and Australia. The general principle is that Council revenue should be 

transparent and understandable by those that ultimately have to pay. 

Step One: 

The Act requires the Council to maintain order and good government in the area of its authority.3  In fulfilling 

these functions the Council is allowed to undertake many activities. Council needs to be clear which activities 

it wishes to undertake. While not necessarily prescribed by the LGA it can be expected that the Council 

should undertake these activities as efficiently and effectively as possible. 

 

                                                            

1 Census 2010 

2 Strategic Plan -2013-2016 

3 LGA: S 36 (1) 



Step Two:  

Once Council has identified the activities that it wishes to undertake Council must then consider how they 

are to be funded.  

 

To fund these activities Council has two options after allowing for third-party and commercial revenue. The 

first option is general and special rates4, while the second option is fees and charges5.  

 

As a matter of principle, general rates are normally used where there is benefit to the community as a 

whole, whereas special rates and fees and charges are normally used when there are identified beneficiaries 

of the service. 

 

In determining how to fund these activities it is important the Council has a clear understanding of the 

activities that it wishes to undertake and who benefits. 

 

Step Three: Once Council determines which activities to undertake and how the activities should be funded 

it needs to fully understand the costs of undertaking these activities. Only when the costs of these activities 

are known will the Council be in a position to set realistic fees and charges6. The Council will also need to 

take into consideration the ability of the users or ratepayers to pay.  

 

Step Four: The final step in the process is to ensure that the rates and levies that have been set are then 

collected. The LGA has several mechanisms that enable the Council to enforce the collection of its rates7  and 

levies8. 

 

 
 

 

 

 

 

 

 

                                                            

4 LGA: S 76-S 92 

5 LGA: S 55 (1) (b) 

6 Note: In setting rates and charges Council needs to be mindful of people’s ability to pay 

7 LGA. S 80 

8 LGA S 55 (1) 



2. Issues 
 

2.1 Rates collection 
The Council does not appear to collect all the rates that it levies. When a ratepayer does not pay the annual 

rate the writer understands that no further attempt is made to collect that year’s rate. A discussion with 

Council staff indicated that these outstanding rates are simply forgotten. 

Council staff indicated that it was at times difficult to collect the rate. Several reasons were cited for non-

collection including people indicating they are from another village and did not need to pay, they were 

visitors only and were leaving, or had no money. No records appear to be kept as to how many people fell 

into each of these categories, nor does Council have any records of how many rates in total have not been 

collected.  

This is a significant matter as not enforcing the payment of rates undermines the Councils financial position. 

The enforcement of rates owed using the provision of the LGA will improve the Councils revenue and 

financial position9. 

Recommendation: 

Council staff set up an outstanding rate register and enforce collection of monies owed using the powers 

prescribed in the Act. 

 

2.2 Costing methodology 
For an organisation to correctly set fees and charges it must have a clear understanding of its costing 

methodology. My initial discussions around the costing methodology used for refuse collection and school 

bus services have indicated that the Council uses a direct cost method of determining costs. In the case of 

school bus services this involves adding together the cost of the driver and the fuel to run the bus. This is not 

however the true cost of running the bus service as vehicle depreciation and Council overheads have not 

been included. The direct cost methodology being used will understate expenditure meaning that Council 

will collect insufficient revenue to cover its true cost. 

A more established costing methodology that includes indirect costs should be established.  The indirect 

costs are the overheads of the Council with a portion of these costs apportioned to each Council activity or 

service.  To undertake this cost apportionment several cost drivers will need to be established.  Cost drivers 

are factors which cause the costs of an activity to increase10. 

Once direct and indirect costs are identified along with appropriate cost drivers, Council will be in a better 

position to adjust its revenue to reflect the true cost of running a service or activity.  This is particularly 

important if Council is seeking third party funding to cover an activity or service or entering into commercial 

ventures. 

Recommendation:  

A revised costing methodology that includes direct and indirect costs along with appropriate cost drivers 

be developed. 

                                                            

9 LGA S 80 2B 

10 Chartered Institute of Management Accountants 



Revenues be set to recover the percentage of costs determined by Council. 

 

2.3 Exchange rate risk 
The Council is subject to exchange rate risk. The Republic of Kiribati uses as its currency the Australian dollar. 

Changes in the exchange rate of the Australian dollar affect the costs of imported goods that form a 

proportion of Council services.  To ensure that Council revenue is sufficient to cover costs it must take into 

account exchange rate movements when setting its revenues.  This is particularly important for any major 

contracts Council may be considering. 

Council can reduce its exposure to exchange rate risk through the use of a foreign exchange hedge. These 

are however specialised financial products and expert advice will be required to manage the hedge. 

Recommendation: 

Fees and charges be reviewed on a six monthly basis to reflect the change in exchange rate and that 

Council consider where applicable the use of foreign exchange hedging. 

 
 

 

 

 
 

 

 

 

 

 

 

 

 

 

 
 



3. Future Revenue 
 

3.1 Rating Opportunities 
The Council collects rates under section 77(1)(a) of the LGA and rates each individual person in Betio Town 

two dollars per person. Rates are collected annually by a Council officer going to each house and asking for 

payment. Once payment has been received by the Council officer a receipt is provided. 

The Council has several rating options under the LGA. These options are a uniform rate on the assessed value 

of immovable property11, individual possessions or category of possessions12 and a special rate on a uniform 

or graduated basis13. There have been no new rates implemented in the last 10 years. All rates are subject to 

the approval of the Minister. 

 

3.1.1 Rating methodology review 
Rating can be described as progressive or regressive. A progressive rating system is one that levies a higher 

charge on those that earn more than those that earn less. A progressive rate system improves affordability 

of rates particularly on households with a lower income and is to be encouraged.14 

 

Betio Town Council is charging everyone a uniform charge of two dollars per person regardless of their 

earning capacity or income. This means that those that earn more pay a lower percentage of their income as 

rates than those that earn less. This is called a flat rate and is regressive.  

 

A more progressive rate system would see the amount paid by an employed person being higher than the 

amount paid by an unemployed person. 

 

Recommendation: 

Council review its rating methodology with a view to developing a more progressive rate structure.   

 

3.1.2 Immovable property rate 

Under the Act, Council can rate for immovable property15. In this case I have interpreted immovable 
property as fixtures on land. In many overseas jurisdictions these types of rates can be thought of as a 
wealth tax. The Councils current method of rating on a uniform basis does not take into account the 
differences in individual people’s wealth. Therefore the introduction of a rate on immovable property is a 
method of ensuring that those with more wealth pay more rates.  This type of rate could for instance be 
applied to commercial property.  

                                                            

11 LGA S 77 (1) (b) 

12LGA  S 77 (1) (c) 

13 LGA S 77 (2) 

14 Funding Local Government: Report of the NZ Local Government Rates Inquiry 2007.  

15 LGA S 77 (1) (b) 



To implement this type of rate Council would need to have a mechanism to assess the value of immovable 

property. The writer is unaware whether these values exist and if so how accurate they would be. In 

considering a rate on immovable property a review of what values exist would be appropriate. 

To implement this rate Council will need to follow the requirements of the Act and receive the approval of 

the Minister. 

Recommendation: 

Council investigate what is required to implement a rate on immovable property. 

 

3.1.3 Roading special rate 

Council is responsible for side roads. Many of the side roads are in poor condition and require significant 
work. An opportunity exists for Council to charge a separate rate to fund side road improvements. This 
money would be contained in a separate fund within the Council’s finances and would only be used for side 
road maintenance.  

To implement this rate Council will need to follow the requirements of the Act and receive the approval of 

the Minister. Given the significant work required in mobilising roading machinery this option should be 

addressed in the near future to align with the current roading work being undertaken in Kiribati. 

Recommendation: 

Council investigate the implementation of a special roading rate. 

 

3.1.4 Tourism accommodation special rate 

Council may wish to consider a tourism accommodation rate. This rate works by charging on top of each 
night’s accommodation a fee that is handed to the local authority by the tourist accommodation provider. 
This is relatively common in parts of Europe and while requires some degree of administration may be a 
good source of income for the Council. 

The legality of such a rate will need confirming in conjunction with the approval of the Minister.  If the 

tourist could be classed as a resident for the period that they are staying section 77(2) of the Act would 

apply.  If this was not the case an amendment to the LGA to allow such a rate would more than likely be 

required. 

Recommendation: 

Council investigate the implementation of a special tourism accommodation rate. 

 

3.1.5 Environmental special rate 

This could involve charging all new imports of vehicles and other consumer goods a rate to allow for the 

ultimate disposal of the vehicle or goods. Currently when a vehicle reaches the end of its useful life it is just 

left to rust. 



An environmental rate could be charged on many items that will ultimately require disposal at the end of 

their lives. An example would be computers which contain toxic chemicals and materials that require careful 

disposal.  

Council will need to determine whether it currently has the authority to implement this type of rate. If the 

authority is not contained in the LGA an amendment to the LGA may be required. 

An alternative approach to Council setting its own rate would be to discuss with Central Government the 

implementation of  a levy with some of the proceeds coming back to the Council to offset the cost of 

environmental damage. 

Recommendation:  

Council investigate the implementation of a special environmental rate.  

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 



 

 

 

3.2 Commercial Opportunities 
The development of commercial activities is an option that Council should consider. 

3.2.1 Wind & solar farm 
 
An opportunity exists for the Council to develop or facilitate the development of wind and solar farms within 
the town. Wind and solar electricity generation would provide benefits to the town due to improved 
sustainability of energy, reduced reliance on existing electricity and diesel generators. Subject to an 
appropriate business case initial seed funding would be required and could potentially be obtained from the 
Kiribati trust fund or from overseas aid agencies.  
 

Recommendation: 

 

Investigate the business case for Council involvement in developing wind or solar farms. 

 

3.2.2 Vessel maintenance hubs  

Given the location in the central Pacific there may be an opportunity for Tarawa and in particular Betio Port 
to provide maintenance services to the fishing boats that work within its economic zone as well as visiting 
yachts. Council can assist in this process as the lessee of land by providing at a suitable rental the 
appropriate land close to the port.   

Recommendation: 

 

Investigate the business case for the development of a vessel maintenance hub. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



3.3 Fees and Charges 
Fees and charges as a form of user pays should be set to recover the costs that Council incurs in undertaking 

specific activities.  The imposition of a fee or charge is an important tool for Council where it wishes to 

discourage a particular type of behaviour or change behaviour of individuals. For example the Council wishes 

to reduce the number of pigs per household16 .  This could be facilitated by the imposition of a fee or charge 

on the number of pigs per household. The fee could be relatively low up to a specified number of pigs and 

then incrementally increase with each additional animal.  

 

3.3.1 Fees and charges review 

Council already has significant fees and charges in place. It is important that for fees and charges to be 

acceptable by the general public there should be a linkage between the service and the fee being charged. 

Council should review its existing fees and charges to ensure that there is a clear linkage between the service 

being provided and the fee being charged. Where there is not a clear linkage there should at least be an 

economic reality. For example charging a bank $2,000 per annum is unlikely to have a direct linkage to a 

service being provided by the Council, yet a bank should be paying some fee to the community that it 

operates within. In this example it would be important that the fee was appropriate given the size of the 

bank and its involvement in the community. A review of what fees are charged to other banks in other parts 

of the Pacific Islands like Vanuatu and Fiji would be appropriate. 

Recommendation:  

Council review fees and charges to ensure that they have an appropriate linkage to the service provided or 
that they are consistent with other Pacific nations. 

 

3.3.2 Annual adjustment 
Fees and charges are not adjusted for annual inflation. The International Monetary Fund (IMF) forecast 2014 

inflation for Kiribati of 2.5%17 . To offset rising costs Council should consider adjusting its fees and charges by 

at least the annual inflation rate.  

 

Recommendation:  

 

Fees and charges be adjusted annually by the rate of inflation. 

 

3.3.3 Rental of land 
The Council leases land from the government and in return pays the government a lease fee. The cost of land 

is not free to the Council and it should make every endeavour to ensure that where others use its land they 

pay an appropriate fee. While the writer understands that market stall space and hawker licences go some 

way toward this other opportunities still exist.  

 

                                                            

16 Strategic Plan -2013-2016 

17 IMF Country Report No. 14/138. May 2014 



As an example where a rental fee should be charged but is not, is the container out the back of the Council 

offices which the writer understands is owned by the American Government. The Treasurer advises that this 

container is stored free of charge.  If Council wishes to maximise its revenue an appropriate storage fee 

should be negotiated. The same principle applies for signage that is on Council land. Rental space offers 

Council another potential revenue stream. 

 

Recommendation: 

 

Council review its charging regime to charge a rental to those that use its land. 

 

3.3.4 Levy on fuel 
Council could as an alternative to a special rate consider discussing with Central Government a per litre levy 

on fuel purchased.  Like the special rate for side roads this levy could be used to pay for the upkeep of side 

roads.  While Council is responsible for side roads these roads are used by all road users that access Betio 

Town and Port. 

Recommendation: 

Council discuss with Central Government the introduction of a fuel levy that can be passed back to Council 

for the upkeep of side roads. 

 

3.3.5 Pigs in urban areas 
The strategic plan 2013 – 2016 notes that work is being undertaken to reduce the number of pigs in the 

urban area. Discussions with the Treasurer indicate there is no reason why the Council should not consider 

introducing a licence fee similar to a dog licence. The writer is of the understanding that Council incurs costs 

in relation to pigs especially when they escape their confines. It would be relatively easy to identify the costs 

associated with pigs and set an appropriate charge to recover those costs. The introduction of a fee is also 

likely to reduce the number of pigs in the urban area which would align with one of the goals of the strategic 

plan.  

 

Recommendation: 

 

The implementation of a license fee for pigs be considered. 

 

3.3.6 Dog licenses 
The writer understands that there are many dogs in Betio yet despite this only three dogs are registered. 

Given the number of dogs this is a potential source of revenue that Council needs to give attention to. 

 

Recommendation: 

 

Council endeavour to identify the owners of dogs and enforce registration. 

 

3.3.7 Development levies 

In many countries Councils will levy a development tax on those that are putting in place new developments. 
While you need to be careful that you do not stifle new growth clearly new growth puts strain on existing 



council services and there should be some compensation to Council for that.  Development levies have been 
successfully implemented in both Australia and New Zealand. 

The writer is unable to determine whether there is a legal basis for such a charge in the LGA but 
recommends that this be investigated further. 

Recommendation: 

The introduction of a development levy to offset Council costs be considered. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



4. Other Matters 
 4.1 Financial management information system 
The writer is aware that the Council is currently implementing new software called MYOB. This software has 

a decree of customisation that should allow for project and activity reporting.   

What is important is that the appropriate ledger structure is put in place that enables appropriate costing of 

Council services to be undertaken. It is also important with any implementation of software that appropriate 

processes and procedures be put in place that take advantage of the new software.   

Recommendation: 

A review be undertaken of Council functions to ensure an appropriate ledger structure is in place to track 

income and revenue on an activity basis. 

Training be undertaken with Council staff to ensure a good understanding of MYOB.  

 

4.2 Strategic plan 
An initial review of the financial page of the strategic plan sighted in the Council offices indicates that a 

surplus from 2011 is being used each year for years 2013 to 2017. The Treasurer indicated that this is 

unlikely to be correct. This matter should be reviewed as a matter of urgency as it seriously undermines the 

Council’s financial position as noted in the strategic plan. 

 

As an aside the strategic plan could be significantly enhanced if it was to include Council’s projected balance 

sheet and projected cash flows over those years. This would bring the financial matters contained in the 

strategic plan into line with conventional accounting methodologies thereby providing much greater 

understanding of Council’s projected financial position. 

 

Recommendation:  

 

The strategic plan be reviewed for financial accuracy and include a projected balance sheet and cash flow 

in future strategic plans. 

 

4.3 Amalgamation of operations 
While this report has not considered this matter in any detail being outside the scope of this report the 

Council should consider whether an amalgamation of some services between Councils on Kiribati would be 

advantageous for Council. This will not raise any additional income but it may provide economies of scale 

thereby reducing the costs to run overall Council services. 

 

4.4 Capacity building  
The importance of capacity building cannot be underestimated and came up during several conversations. 

Many of the steps noted in Next Steps (section 5) will enhance the capacity of Council staff and elected 

members. However for capacity building to be meaningful it must be more than just a one off event and will 

need to become a regular part of Council processes.  

 



5. Next Steps 
 Reference 

Short Term  
Council consider using the 4 step process to identify its activities and consider how these 
activities should be funded 

1.0 

That Council staff set up an outstanding rate register and enforce collection of monies owed 
using the powers prescribed in the Act 

2.1 
 
 

Revenue and expenditure processes and procedures be documented 
 
A revised costing methodology be developed that includes direct and indirect costs along 
with appropriate cost drivers 
 
Revenues be set to recover the percentage of costs as determined by Council 

2.2 
 
2.2 
 
 
2.2 

MYOB accounting systems and procedures including reporting templates be set up so that 
Council can accurately report on income and expenditure by activity 
 
Training be provided to the treasurer and staff on cost accounting, MYOB  and reporting to 
Council 

4.1 
 
4.1 

Fees and charges be reviewed on a six monthly basis to reflect the changes in the exchange 
rate and that Council consider where applicable the use of foreign exchange hedging 

Fees and charges be adjusted annually by the rate of inflation 

Fees and charges be reviewed to ensure that they have an appropriate linkage to the service 
provided or that they are consistent with other Pacific nations 

2.3 
 
3.3.2 
 
3.3.1 

Council review it’s charging regime to allow  a rental to be charged to those that use its land 
 
Identify the owners of dogs and enforce registration. 
 

3.3.3 
 
3.3.6 

Review the strategic plan for financial accuracy and consider including a projected balance 
sheet and cash flow in future strategic plans 

4.2 

  

Medium Term  
Council review its rating methodology with a view to developing a more progressive rate 
structure 
 
Investigate what is required to implement a rate on immovable property 
 
Consider the implementation of a special roading rate 
 
Consider the implementation of a special tourism accommodation rate 
 
Investigate the implementation of a special environmental rate 
 

3.1.1 
 
 
3.1.2 
 
3.1.3 
 
3.1.4 
 
3.1.5 

Consider the implementation of a license fee for pigs 
 

3.3.5 

Discuss with Central Government the introduction of a fuel levy that can be passed back to 
Council for the upkeep of side roads 

3.3.4 



 

Consider the introduction of a development levy to offset Council costs 
 

3.3.7 

  

Long Term  
Investigate the  business case for  Council involvement in developing wind or solar farms 
 

3.2.1 

Investigate the business case for the development of a vessel maintenance hub 
 

3.2.2 

  

 

6. Conclusion 
This report contains suggested timeframes for various recommendations. Council needs to decide whether 

to implement these recommendations taking into account available resources and their understanding of 

Council operations. 


