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REPORT OF THE PROCEEDINGS OF THE HOUSE OF ASSEMBLY

The Sixth Meeting of the First Session of the Eighth House of Assembly
held in the House of Assembly Chamber on Tuesday the 29th April,
1997, at 2.30 pm.

PRESENT:

MrSpeaker....... ... ... i (In the Chair)
(The Hon Judge J E Alcantara OBE)

GOVERNMENT:

The Hon P R Caruana - Chief Minister

The Hon P C Montegriffo - Minister for Trade and Industry

The Hon Dr B A Linares - Minister for Education, the Disabled, Youth
and Consumer Affairs

The Hon Lt-Col E M Britto OBE, ED - Minister for Government Services

, and Sport

The Hon J J Holliday - Minister for Tourism, Commercial Affairs and the
Port

The Hon H A Corby - Minister for Social Affairs

The Hon J J Netto - Minister for Employment & Training and Buildings
and Works

The Hon K Azopardi - Minister for the Environment and Health

The Hon T J Bristow - Financial and Development Secretary

OPPOSITION:

The Hon J J Bossano - Leader of the Opposition
The Hon J L Baldachino

The Hon Miss M | Montegriffo

The Hon A Isola

The Hon J Gabay

The Hon R Mor

The Hon J C Perez

ABSENT:

The Hon Miss K Dawson - Attorney-General

IN ATTENDANCE:

D J Reyes, Esq, ED - Clerk of the House of Assembly

PRAYER

Mr Speaker recited the prayer.

CONFIRMATION OF MINUTES

The Minutes of the Meeting held on the 13th February 1997, having
been circulated to all hon Members were taken as read, approved and
signed by Mr Speaker.

DOCUMENTS LAID

The Hon the Financial and Development Secretary laid on the table the
Draft Estimates of Revenue and Expenditure for 1997/98.

ANSWERS TO QUESTIONS
The House recessed at 4.50 pm.
The House resumed at 5.15 pm.
Answers to Questions continued.
The House recessed at 7.30 pm.
The House resumed at 7.45 pm.
Answers to Questions continued.

ADJOURNMENT

The Hon the Chief Minister moved the adjournment of the House to
Wednesday 28th May, 1997, at 10.00 am.

Question put. Agreed to.

The adjournment of the House was taken at 9.30 pm on Tuesday 29th
April, 1997.



WEDNESDAY 28TH MAY, 1997

The House resumed at 10.00 am.
PRESENT:

MrSpeaker. .. ... ... ... ... . (In the Chair)
(The Hon Judge J E Alcantara OBE)

GOVERNMENT:

The Hon P R Caruana - Chief Minister

The Hon P C Montegriffo - Minister for Trade and Industry

The Hon Dr B A Linares - Minister for Education, the Disabled, Youth
and Consumer Affairs

The Hon Lt-Col E M Britto OBE, ED - Minister for Government Services
and Sport

The Hon J J Holliday - Minister for Tourism, Commercial Affairs and the
Port

The Hon H A Corby - Minister for Social Affairs

The Hon J J Netto - Minister for Employment & Training and Buildings
and Works

The Hon K Azopardi - Minister for the Environment and Health

The Hon R R Rhoda - Attorney-General

The Hon T J Bristow - Financial and Development Secretary

OPPOSITION:

The Hon J J Bossano - Leader of the Opposition
The Hon J L Baldachino

The Hon Miss M | Montegriffo

The Hon A Isola

The Hon J Gabay

The Hon R Mor

The Hon J C Perez

IN ATTENDANCE:

D J Reyes, Esq, ED - Clerk of the House of Assembly

The House recessed at 10.05 am.

The House resumed at 2.30 pm.

OATH OF ALLEGIANCE OF NEW MEMBERS

The Hon Reginald Robert Rhoda took the Oath of Allegiance.

MR SPEAKER:

Could | on behalf, | am sure, of all the Members of the House welcome
you Mr Rhoda to this new club. | have read your curriculum vitae and
we have got something in common which is having been Stipendiary
Magistrate. A Stipendiary knows very little about politics but quite a lot
about human nature and | think that is what counts. Welcome.

DOCUMENTS LAID
The Hon the Financial and Development Secretary moved under
Standing Order 7(3) to suspend Standing Order 7(1) in order to proceed
with the laying of various documents on the table.
Question put. Agreed to.
The Hon the Financial and Development Secretary laid on the table the
following documents:

Statements of Consolidated Fund Reallocations approved by

the Financial and Development Secretary (Nos. 10 to 12 of

1996/97).

Ordered to lie.



BILLS

FIRST AND SECOND READINGS

THE PORT (AMENDMENT) ORDINANCE 1997
HON J J HOLLIDAY:

I have the honour to move that a Bill for an Ordinance to amend the
Port Ordinance be read a first time.

Question put. Agreed to.
SECOND READING
HON J J HOLLIDAY:

| have the honour to move that the Bill be now read a second time. A
number of small boats are lying within the Port area, the majority of
which have been detained for a number of reasons, eg berthing without
permission; non-payment of fees, etc. These boats, most of which are in
a dilapidated state, have not been claimed and although the Port
Ordinance allows for their removal to another part of the Port, they
cannot be disposed of other than by sale. The majority of these boats
are unsightly wrecks and the object of the Bill is to enable the Captain of
the Port to dispose of such wrecks and other things under Section 12 of
the Port Ordinance other than by sale. | commend the Bill to the House.

Mr Speaker invited discussion on the general principles and merits of
the Bill.

Question put. Agreed to.
The Bill was read a second time.
HON J J HOLLIDAY:

I beg to give notice that the Committee Stage and Third Reading of the
Bill be taken at a later stage in the meeting.

THE ENVIRONMENTAL PROTECTION (CONTROLS ON
SUBSTANCES THAT DEPLETE THE OZONE LAYER) ORDINANCE
1997

HON K AZOPARDI:

| have the honour to move that a Bill for an Ordinance to give effect in
the law of Gibraltar to Council Regulation (EC) No. 3093/94 on
substances that deplete the ozone layer be read a first time.

Question put. Agreed to.
SECOND READING
HON K AZOPARDI:

| have the honour to move that the Bill be now read a second time. This
Bill comes from Council Regulation No. 3093/94 that sought to place
global controls on controlled substances that deplete the ozone layer.
That then was adopted into an EC Council Regulation and while that
has immediate effect, in Gibraltar this Bill has become necessary to
give teeth to some of the items that were listed in that Regulation. |
thought, because this is a relatively technical Bill, that | should give for
the assistance of the Members of the House who might, like me, not be
technical, some information on the ozone layer and the purpose and
aims of this Bill. Ozone, Mr Speaker, is a form of oxygen that occurs
throughout the atmosphere but is most highly concentrated in the
stratosphere, some 20 to 30 kilometres above the earth's surface. It acts
as an umbrella and shields the earth from the sun's powerful ultraviolet
rays to prevent lethal rays, levels of radiation from reaching life below.
Usually the ozone layer is in a state of delicate balance and the ozone
layer has been seriously disturbed by this century's use of
chlorofluorocarbon gases, commonly known as CFC. Ultra violet light
causes the chlorine to break away from the CFC and a single chlorine
molecule has the potential to destroy 100,000 ozone molecules. That
sounds very scientific but if | can translate it into day-to-day effect, it is
thought that for each 1 per cent drop in ozone, cases of melanoma and
other skin cancers will increase by 1 per cent to 3 per cent and that in
the next 30 years to 50 years it may be that skin cancer deaths could
increase by as much as 25 per cent. CFCs are gases widely used in
consumer and industrial products; aerosols, freezers, mobile air



conditioning units and so on. The ozone layer also has a role in keeping
a fine balance on the greenhouse effect and it is thought that if
atmospheric pollution carries on at the same rate, it may lead to global
warming of 1 per cent to 5 per cent which may not sound a lot but |
understand has even been linked to the formation of one million acres
of desert over the last couple of years.

The background to this Regulation, Mr Speaker, is that in 1980 the
United Nations Environmental Programme became extremely
concerned with these issues. After several years of negotiation in 1985,
a Convention was signed at Vienna, and in 1987 some EEC countries
agreed to support the freeze on the production of CFCs with an
eventual reduction of 20 per cent. In September 1987 the Montreal
Protocol on Substances that Deplete the Ozone Layer was signed and
that really is the legislative source of this Bill. The Ordinance has been
brought into effect as a consequence of that Council Regulation which
came about as a result of the Montreal Protocol. It is intended to control
the circulation of certain products which deplete the ozone layer. The
Ordinance gives powers to the Government of Gibraltar to prohibit and
restrict the importation, landing and unloading of ozone depleting
products. The Minister for the Environment is the competent authority
and he will be responsible for overseeing that the Ordinance is properly
enforced. Customs Officers have the power to detain ozone depleting
products or equipment. Persons authorised by me, as Minister for the
Environment, will have the power to require persons who have imported
such products, contrary to their licence requirements, included in the
Ordinance and in the Regulation, to have their products destroyed or
removed from Gibraltar.

The specific clauses of the Bill, Mr Speaker; Clause 3 of the Bill makes
provision for the appointment of a competent authority for the purposes
of the Regulation. It designates the Minister for the Environment as the
authority. Clause 7 additionally confers powers on the Minister that
enable him to require controlled substances or products that have been
unlawfully imported, landed or unloaded to be disposed of harmlessly or
removed from Gibraltar. Clause 8 of the Bill requires persons having
control of the substances mentioned in Articles 14 and 15 of the
Regulation to comply with those provisions. Clause 6 of the Bill
empowers customs officers to detain controlled substances and
products which are imported, landed or unloaded in contravention of the
prohibitions listed in Clause 4. These powers also cover any equipment

which may be imported in contravention of Article 5 of the Regulation.
The Bill also contains enforcement powers and sets out in Clauses 9
and 10 the offences which may be committed by persons or
corporations. Clause 11 goes on to prescribe the penalties for non-
compliance. The legislative steps that we are taking, Mr Speaker,
follows closely the steps that the UK has enacted. | am going to move
amendments at the Committee Stage of this Bill to clarify certain doubts
and concerns that have been placed before me by the Environmental
Agency and traders and indeed Customs, but the intention of the Bill is
to give teeth to the Regulation and | stress to the House that while a
technical matter, it has a very practical effect on the day-to-day basis
that will, I think, enable us to control issues such as the risk of skin
cancer. | commend the Bill to the House.

Mr Speaker invited discussion on the general principles and merits of
the Bill.

HON J J BOSSANO:

Can | just say that the last comment of the Minister that he had had
representation from traders suggests that, in fact, we are importing also
depleting substances at the moment which will be stopped or controlled
as a result of this Bill. Is this something that will have to go through the
motions of doing in order to comply with the letter of the law or is it
something that actually affects some products that are currently being
sold in Gibraltar? And if it does affect products that are being sold in
Gibraltar, is it not the case that when we are talking about limiting the
importation into Gibraltar of a controlled substance, unless the
Commission has allowed that substance to be in free circulation in the
Community, we are talking about a situation where our products are not
in free circulation in the Community because we are not part of the
Community Customs Union. So provided a product is, in fact, complying
with the standards required, even if it is not a product in free circulation
in the Community, since we trade with the external world presumably
we should be able to do it.

HON K AZOPARDI:
Let me clarify that the representations made, | have not spoken directly

to traders, the Environmental Agency has. The amendments that | am
going to move at the Committee Stage are as a result of those



representations but | understand that they are not as a result of
concerns that they might not be able to import particular products but
rather that on reading the Bill in the Gazette some traders were
concerned that the section, the purpose of which was to prohibit the free
circulation or the importation into Gibraltar of goods from third countries,
was not specific enough by not mentioning the concept of importation
from third countries and the logistic difficulty could have been that the
traders who were importing from the Community might have been, if the
section was not precisely drafted enough, prohibitive of importing that
particular good even though it came from the Community because there
was lack of clarity in the section. So what | intend to do is create that
clarity by saying the prohibition of importation is from third countries as
indeed is laid down in the EEC Regulation which takes immediate effect
in Gibraltar as law and create a presumption that if evidence is shown to
the Customs that the good comes from the Community, then there is a
presumption that that good has been imported under licence in the
Community and therefore there is no restriction in that being imported
into Gibraltar. Those are the concerns that have been placed before
me. | do not understand that representations are in place before me that
this would have a severe effect on the trading community or an effect at
all. | have not been led to understand that.

HON J J BOSSANO:

| am not suggesting that it does. As far as | am concermned, Mr Speaker,
when we looked at the Bill we assumed that like other pieces of
legislation on the statute book that control our rivers and control our
chemical plants and control our oysters, this will be one more,
controlling something that does not exist. But if in fact it does control
something that exists then clearly we need to be sure we are not doing
something, and my concem is that when we are talking about free
circulation in the Community, one assumes that in the rest of the
Community, other than in Gibraltar, goods are in free circulation
because there are no internal barriers. My recollection is in fact that the
normal procedure that we have got in trading with the Community, one
which regrettably we were not able to get changed, was that once goods
leave the Community, even if they have been originating in the
Community, they are no longer treated as being in free circulation.
When one re-exports from Gibraltar back into the European Union it is
treated as a product originating from a third country even if it was
originally manufactured inside the Union. What | am saying is, if what

we are looking at this is not from the point of view of the good being
sold inside the European Union but the good being of a standard
equivalent to that in terms of meeting environmental requirements, one
could have goods which are of the correct standard but sold, for
example, in the United States or Japan or whatever, which might not be
in free circulation in the Community, would the wording of this have an
effect on that? That is the point | was making.

HON CHIEF MINISTER:

This is a piece of environmental legislation not a free movement of
goods. This is not a directive under the free movement of goods
directive. My understanding of the phrase "free circulation in the
Community” is that free circulation in the Community includes Gibraltar
because the word "Community” cannot be interpreted to mean customs
territory. If | am comrectly understanding what the Leader of the
Opposition is saying, he is suggesting that for these purposes "free
circulation in the Community" may not include Gibraltar because we are
not in the customs union. | think that that is a purely narrow reading of
the word "Community”. On the other hand and by the same token, Mr
Speaker, the Government do not take the view of complying with our
EU obligations that the Leader of the Opposition appears to be
insinuating. Whether this piece of legislation has consequences to local
traders or not is not the issue, when it might have consequences; but
the fact that it has consequences is not a reason for not doing it. The
policy of the Government is that if we are pushing strongly for
recognition of our EU rights, that the flip side of that coin is that we must
be seen to be complying with our EU obligations and that the criteria is,
is this a piece of legislation that our EU obligations require us to
transpose? If the answer to that is yes then we transpose it, and it is not
transposed in a technical sense, it becomes the law of Gibraltar
enforceable in the ordinary way. My understanding of this is that it does
impact attention, this is not in the category of fresh water rivers and
oysters and nuclear reactors that the Leader of the Opposition referred
to. This is a piece of legislation which would have a bearing either on
present or future goods which we are used to handling in Gibraltar. So it
is in that sense a real piece of legislation.

Question put. Agreed to.



HON K AZOPARDI:

| beg to give notice that the Committee Stage and Third Reading of the
Bill be taken at a later stage in the meeting.

THE SOCIAL SECURITY (EMPLOYMENT INJURIES INSURANCE)
ORDINANCE (AMENDMENT) ORDINANCE 1997

HON H CORBY:

| have the honour to move that a Bill for an Ordinance to amend the
Social Security (Employment Injuries Insurance) Ordinance be read a
first time.

Question put. Agreed to.
SECOND READING
HON H CORBY:

| have the honour to move that the Bill be now read a second time.
Under the provisions of the Social Security (Employment Injuries
Insurance) Ordinance, except for persons employed on ships, vessels
and aircraft registered in Gibraltar, benefits are not payable in respect of
accidents which occur outside Gibraltar. Provisions do exist under EU
Regulations for the payment of this benefit if the accidents occur while
travelling in the territory of the Member State, other than the competent
state provided that the accident has arisen out of and in the course of
the persons' employment. Earlier this year the Chief of the City Fire
Brigade expressed his concem that members of the City Fire Brigade
on fire fighting operations at sea may not be covered for benefits under
the above mentioned Ordinance. Gibraltar is defined in section 2 of the
Interpretation and General Clauses Ordinance as the City of Gibraltar.
The seashore, port and harbour thereof and so much of the sea
adjacent thereto as is subject to the dominion of Her Majesty.
Consequently if a member of the Fire Service or any other essential
services were to suffer in an accident in international waters he would
not be adequately covered under the existing legislation. There may be
other instances where a member of the essential services may have to
perform some of his duties outside Gibraltar and in the event of an
accident would similarly not be eligible to employment injuries or

disability benefits. This legislation will thus ensure that persons
employed in the essential services are covered for accidents occurring
abroad in the course of their duties. | commend the Bill to the House.

Mr Speaker invited discussion on the general principles and merits of
the Bill.

HON R MOR:

Opposition Members have really no problem with the Bill at all. It is
rather perplexing, since under Community law a person would be
insured, say, in any country to perform in other places whilst wherever
he is contributing insurance would be the competent state for this
purpose. Is it really necessary to go to the extent that we are going in
the Bill? Why particular reference to essential services?

HON H CORBY:

The hon Member says why the essential services, well | have consulted
with the experts in UK through my Department and they say that
provisions are made only whilst they are travelling and every Member
State has its own insurance insofar as the duties of the essential
services are concemed. So they are insured within their own laws and
not out of these.

HON J J BOSSANO:

Is it not the case that, in fact, any worker in any Member State that is
temporarily deployed to another Member State for up to a year is
covered by Home State Insurance? We have it on the way in and if
people come and work here and do not have to become insured under
our legislation and in fact as | recollect it, it is only when they go over
the 12 months that it needs to be done by agreement because |
remember we have had contract officers in the private sector who were
here over 12 months and did not want to switch their insurance cover
from their Home State to Gibraltar because they were going to go back
and the request for an extension of the period over 12 months came
from the social insurance administration of the Home State to the social
insurance administration in Gibraltar. Invariably it is on the way in but
presumably it would work with any worker where somebody in Gibraltar



got a contract and sent his workers to do a job in another Member State.
Why should the essential services be any different from that?

HON CHIEF MINISTER:

| think that the Opposition Members in focusing on the EU angle to this,
which | will deal with in a moment, are missing an essential point of this
legislation. The essential services in Gibraltar are often called upon to
carry out their duties outside the constitutional definition of the territory
of Gibraltar without being in another EU country. For example, if the
Fire Brigade attend a ship ablaze in the straits or if the Royal Gibraltar
Police or the Gibraltar Services Police is engaged in a chase on fast
launches in international waters, that has got nothing to do with what
reciprocal rights in the European Union may be and it is primarily to
cover that eventuality that this legislation is formulated. But having said
that, the answer to the point that the Opposition Members make which |
think is this, well is this legislation necessary to cover a Gibraltar
fireman who is called to assist in a fire in La Linea, which | think that is
the somewhat limited scenario that the Opposition Members had
considered. The advice that we have been given is that European Union
regime would cover such people as they are travelling to the incident
but curiously not whilst engaged in the fire fighting or the policing or
whatever. Of course the parallel that the Leader of the Opposition draws
with contract officers is not strictly accurate because it would apply
mainly with the Fire Brigade | suppose, if the Gibraltar Fire Brigade is
despatched to assist on Spanish territory as they have in the past done,
they cannot be said to be working in the Member State of Spain, there is
no employer/employee relationship; they are not in any sense employed
in Spain and therefore all those EU Directives and Regulations that
govemn the reciprocal rights of workers from one Member State when
employed in another Member State would not apply to somebody who is
despatched there to attend an incident. Mr Speaker, | cannot say with
100 per cent certainty that the last point | make is true although | can
say that the advice that we have had is that EU Regulations would not
cover Gibraltar firemen in those circumstances but that in any case the
legislation was not motivated or driven by that scenario as much as by
the scenario of our policemen and our firemen having to attend outside
our territorial waters if, for example, in international waters which has
nothing to do with the EU.

Question put. Agreed to.

HON H CORBY:

| beg to give notice that the Committee Stage and Third Reading of the
Bill be taken at a later stage in the meeting.

THE APPROPRIATION (1997/98) ORDINANCE 1997
HON FINANCIAL AND DEVELOPMENT SECRETARY:

| have the honour to move that a Bill for an Ordinance to appropriate
sums of money to the service of the year ending with the 31st day of
March 1998 be read a first time.

Question put. Agreed to.
SECOND READING
HON FINANCIAL AND DEVELOPMENT SECRETARY:

| have the honour to move that the Bill be now read a second time. In
support of the Draft Estimates of Revenue and Expenditure for the
financial year 1997/98 which | tabled previously, | will be confining
myself to the customary practice of making a short introductory speech
before giving way to the Chief Minister to comment on the
Govemnment's public expenditure plans and specific aspects of the
Estimates.

Mr Speaker, this year the Appropriation Bill is in three parts. Under Part
1 of the Bill the House is being asked to appropriate an amount not
exceeding £90,101,000 to departmental and other office expenditure as
set out in Part 1 of the Schedule to the Bill. A further £19,479,000 of
Consolidated Fund charges not requiring the vote by the House brings
the total recurrent expenditure to £110,080,000. The details of this
proposed expenditure is set out in the Estimates which also show that
the estimated recurrent revenue is £117,171,000. Part 2 of the Bill, Mr
Speaker, concems the appropriation of £20 million of non-recurrent
Consolidated Fund expenditure: £19 million going to the Improvement
and Development Fund and £1 million contingency to be held in the
Consolidated Fund. These funds arise from transferring to the
Consolidated Fund the balances of a number of Special Funds that



have been recently wound up and by a proposal to utilise some of the
surplus of the Gibraltar Savings Bank. Part 3 of the Bill seeks the
appropriation of an amount not exceeding £36,976,000 for the
Improvement and Development Fund, for the capital and economic
projects set out in Part 3 of the Schedule to the Bill and in more detail in
the Estimates. The main sources of finance for this expenditure are the
£19 million which | referred to earlier which is the contribution from the
Consolidated Fund; £10 million of commercial borrowing, £4 million of
capital receipts from the sale of Government leases and property, and
just over £2 million of European Union grants. The extent of the
restructuring of public finances under which the monies to be voted by
the House now incorporate more revenue and expenditure than was
previously accounted for by special terms and Government companies
means that the Draft Estimates 1997/98 are not directly comparable
with those for the previous year 1996/97. This is why, Mr Speaker, the
Govemment this year have presented a separate book containing the
forecast financial outturn for the financial year 1996/97. | will leave it to
the Chief Minister to explain the Government's financial restructuring
and the main changes to the content format and presentation of the
Estimates.

Finally, Mr Speaker, at the Committee Stage of the Bill | would like to
inform the House of some minor amendments to the Draft Estimates.
These concem adjustments to the civil service posts in some
departments resulting in a very small increase in the overall
establishment together with a few editorial amendments. | commend the
Bill to the House.

Mr Speaker invited discussion on the general principles and merits of
the Bill.

HON CHIEF MINISTER:

| acknowledge the Financial and Development Secretary's adherence to
recent practice in the conduct of these debates on the Appropriation Bill.

Mr Speaker, in our manifesto we promised to increase personal
allowances to restore and maintain their real values to 1988 rates. One-
third of the necessary increase to close the gap was introduced, that is
to say, increases to personal allowances in July 1996 and it is our
intention during the forthcoming tax year, that is to say, commencing on

1 July 1997, to close another one-third of the gap by increasing personal
allowances as follows: the personal allowances for a single man is
increased by a further £200 to £1,850; the personal allowances for a
married couple are increased by a further £400 to £3,600; the personal
allowances for an old age single person is increased by a further £40 to
£400; and the old age married couple's allowance is increased by a
further £60 to £570. With these increases, between this year and last,
personal allowances will have increased by a total of £400 for a single
person, £800 for a married couple, £80 for a single old age pensioner,
and £120 for an old age married couple and that will be two-thirds of the
increases necessary to close the gap. The cost of this year's increase in
personal allowance as announced is estimated at around £1.9 million.

Mr Speaker, in our manifesto we also promised to abolish estate duty
between spouses and we also undertook to lower the rates between
people who were in a relationship of kinship. that is to say, between next
of kin. Having considered the matter further and taking into account the
residual collection left after abolishing between spouses and after
lowering the rates of the duty for next of kin and bearing in mind the
cost of collection of that tax, the Government have decided to abolish
estate duty altogether and for everybody. Legislation will be introduced
into this House to abolish estate duty in respect of the estate of any
person who has died since the commencement of this financial year,
that is to say, the 1 April 1997.

In our manifesto, which is now one year old, we also promised that
public finances would be organised in a way that ensures full and up-to-
date public accountability and restores to this House its legitimate
function as a watchdog of public money. It is therefore with a great
measure of satisfaction that the Govemment present to this House the
Estimates of Revenue and Expenditure for the current financial year
which, in our view, represent a complete revolution and transformation
of the estimates. The principal changes which | will go into in some
detail include the fact that 100 per cent of revenue and expenditure is
now reflected in them. They reflect, as a document, the fact that many
Special Funds have been closed down and their activity, that is to say,
their revenue and their expenditure have been diverted to the
Consolidated Fund. Mr Speaker, it is important to bear in mind that the
immediate consequence of diverting revenue and expenditure away
from a Special Fund into the Consolidated Fund is that they are then
affected by the constitutional requirement that monies cannot be spent



from the Consolidated Fund without the appropriation mechanism of this
House. In other words, by the Government coming, through a debate
such as this, to seek the permission of the House to spend it. Whilst
revenue was being diverted into Special Funds, it could be spent by the
Government without appropriation mechanism, without the sanction of
this House of Assembly, as a simple executive administrative act. We
have also closed down, although not yet in a legalistic sense but in a
functional sense, Gibraltar Information Bureau Limited which was a
company through which Government revenue and expenditure was also
being channelled and to the extent that revenue was being channelled,
expenditure was being incurred, again without the scrutinising function
of this House. Thirdly, the Estimates disclose all Government contracts
with private entities which are a charge on public funds, and they
disclose not just their existence by naming the company with which they
are entered into, and specifying the amount of the cost of that contract
to public funds, but indeed by describing the function which the
contracts relate to. In addition to those, there are a number of
presentational improvements. Mr Speaker, in the Govemnment's
judgement and we are confident in the judgement of other objective
observers, the result is complete transparency in public finances. That is
an objective which we indicated from the Opposition benches would be
a priority for us in Government; it was a matter for which we consistently
criticised the Opposition Members when they were in Government and
we in Opposition and it was an important part of our manifesto which we
now comply with.

Mr Speaker, | would like to acknowledge and thank a number of people
without whose dedication, hard work, willingness to work hours beyond
the call of duty, it would not have been possible to so massively
restructure public finances in such a short period of time. | acknowledge
in particular the assistance and input of the Accountant General, Mr
Dilip Dayaram; Mr Tito Gomez of the Financial and Development
Secretary's Office; two ex-civil servants whose assistance in a
consultancy and advisory capacity the Government recruited, namely,
Mr Walter Crisp and Mr Joe Capurro; and since the very date of his
amival in Gibraltar, the current Financial and Development Secretary,
Mr Tim Bristow.

Mr Speaker, the Estimates, as | have said, disclose a number of very
important changes. The first thing that they reflect is a number of
ministerial changes, that is to say, changes in ministerial responsibilities

and | would like to just inform the House of what those are, as follows:
The Engineering and Design Section presently located in the
Department of Trade and Industry is transferred to the Support Services
Section of the Ministry for Government Services; a new transport
portfolio is created to include political responsibility for the port, the
airport, roads and sewers and traffic, the transport portfolio is linked to
the tourism portfolio and that Ministry will henceforth be called the
Ministry of Tourism and Transport, and the transport portfolio is taken
by my hon Colleague, Joe Holliday. One of his functions, namely, roads
and sewers comes from the Support Services division and traffic comes
from the Government Services generally and they go to the new
Ministry of Transport. The Statistics Section goes to the Department of
Trade and Industry not just in order that in that Ministry there should be
a radical development of the whole function of producing up-to-date
modem and usable statistics, but also so that the staff of the Statistics
Department should provide a body of support staff to the Department of
Trade and Industry and its Minister, my hon Colleague, Peter
Montegriffo, in what will become a focused Ministry, focused on
business, trade and industry, charged with the development and the
rejuvenation of the private sector of the economy of Gibraltar. Mr
Speaker, there are a number also of administrative changes. The
Licensing Department is transferred and subsumed into the Treasury
Department and the Licensing Department will henceforth to the extent
that it is engaged in revenue collection, will answer to the Accountant
General. The Government, and the Estimates are drawn up on that
basis, will establish a central arrears unit within the Treasury
Department and that will be charged with responsibility for the collection
of all arrears due to Government and where the collection of arrears is
the subject matter of a contract with which the Government are either
satisfied or from which the Govemment cannot easily extricate
ourselves, if we were not satisfied, then that central arrears unit within
Treasury answering to the Accountant General will be responsible for
the direction, monitoring and supervision of the private contractor so
charged by contract with the collection of any such arrears. But the
arrears that the central arrears unit will collect directly, centrally, that is
to say, out of the departments from which the revenue originally is
initiated, will be PAYE which was previously collected by Gibraltar
Information Bureau Limited, and income tax; social insurance
contributions; electricity; Government housing rents; parking tickets and
fines; penalty offences in the Magistrates' Court; ground rents; Mr
Speaker, there is an unacceptable trend of growth in arrears of



Government revenue. As at April 1997 the arrears of PAYE stood at
£3.47 million; the arrears of income tax stood at £28.3 million although
that is a figure which needs to be taken with a substantial pinch of salt
because, of course, it includes assessments raised on taxpayers which
are not accepted and which are challenged and they are simply dead
because they are the subject matter of an assessment. £12 million is
due in arrears of social insurance contributions. £4.14 million is due in
arrears of electricity charges. £1.2 million is due in arrears of
Government housing rent. £4.26 million is due in arrears of rates and
£1.53 million is due in arrears of ground rent. Mr Speaker, this position
is not acceptable to the Government and accordingly the Government
are determined to dedicate not just the political support but indeed the
resources necessary to enable an aggressive, proper approach to the
collection of arrears due to the Government. Let us make no mistake
about this, Mr Speaker, most citizens in this community pay their dues
to the Government in a timely fashion and it is accordingly neither fair
nor acceptable that a small minority should not do so thereby adversely
affecting the ability of the Govermnment to reduce the tax burden as
much as we might otherwise be able to to all taxpayers in Gibraltar
which would be the case if arrears of revenue were collected and people
paid in a timely fashion.

The third administrative change reflected in the way the Estimates are
drawn up, is that the Government will establish a central purchasing and
monitoring unit and that will be part of the Government Secretariat
located at No. 6 Convent Place. The purpose of the central purchasing
unit will be to co-ordinate and effect all Government purchasing in
accordance with one standard tendering procedure and practice. The
central purchasing unit will effect the purchasing on behalf not just of all
Government departments, but of all Government companies and
statutory bodies, for example, Gibraltar Community Projects Limited,
GJBS Construction Limited, the Gibraltar Development Corporation
Limited. All these companies will be subject to a central procurement
discipline by the central purchasing unit that will act as purchasing agent
for all purchases which are ultimately effected with public monies. And
they will further supervise, monitor and control performance of
Govemment contracts generally. Eventually, Mr Speaker, although this
may not happen during this current financial year, it is the Government's
desire to develop the Central Procurement Purchasing and Monitoring
Unit as an internal audit facility. That is to say, that in addition to the
Principal Auditor whose job it is to audit the Government's accounts
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once prepared, that the Government should have available a task force
that we can despatch to particular Government departments to seek out
information and to establish that Government policy and Government
regulations and Government procedures are being adhered to to the
letter.

Mr Speaker, the fourth administrative change is that the Government
will establish a Legislation Support Unit. This Legislation Support Unit
will be responsible for all aspects of the creation and management of
the laws of Gibraltar. It will draft domestic legislation; it will draft into
Gibraltar legislation EU directives, a function presently carried out by
the European Legislation Unit which will be subsumed into the
Legislation Support Unit. It will be responsible for conducting, on behalf
of the Government, research into European Union related matters. It will
maintain, up-date and computerise the laws of Gibraltar and will be
responsible for their publication in loose-leaf form to ensure that the
laws of Gibraltar do not again fall into the state of unusability in which
they are presently to be found. They will be responsible for the
production of the Gibraltar Gazette and they will monitor, on behalf of
the Government, international conventions and treaties of relevance to
Gibraltar.

Mr Speaker, the fifth administrative new function is the establishment of
a civil status and registration office. This is a Home Office type of
department which will bring together under one Gibraltar Government
department all existing functions which relate to the personal status of
individuals, for example, there is in No. 6 Convent Place at the moment
the Passport and Nationality Office whereas the administrative side of
immigration is done by the Police at the New Mole House. So if one
wants a passport or if one wants to apply for nationality one has got to
go to No. 6 Convent Place. If one wants an identity card or a civilian
registration card one has got to go up to the Police in New Mole House.
If one wants to register a birth, death or a marriage or if one wants to
register oneself as a Gibraltarian one has got to go to the Supreme
Court. All of these functions will be brought together under a new
department to be called the Civil Status and Registration Office which
will be located on the ground floor of the old Secretariat building
presently, whatever others might think, under magnificent refurbishment
in Secretary's Lane. And because it is also the registration office and
because it does not have a natural home otherwise, the Land Titles
Registry will be included in that Registration Office as well. That



department being a Secretariat function will answer to my Office, that is
to say, to the Chief Minister.

A word, Mr Speaker, of the proposed location of all these functions. |
have already said that the Civil Status and Registration Office will be in
the old Secretariat building. The Legislation Support Unit will move into
one of the Government buildings in Town Range that house that used to
be occupied by Mr Chris White, until recently on secondment to the
Income Tax Office, a building that looks very much like the present
Attorney-General's Chambers and are 100 yards further to the north of
it. The Ministry of Government Services which until now has been
located, because he has not really had a very big staff of his own, in No.
6 Convent Place. The Minister for Government Services will move into
the first floor, the southern end of the first floor of the refurbished
Secretariat building where he will take functions such as the design
section from DTI, the computer section which has been put back
together, and the northem end of the first floor of the Secretariat
building will be the new offices for the Attoney-General's Chambers.
The Social Affairs Department including social security pensions and
benefits payments and social welfare, probation officers, etc will all
move to the old Sergeants' Mess and the annex to it in Govemor's
Parade and all these functions together with the Housing Department
soon to be reconstituted will all be on one site, all social affairs functions
will be housed within the complex which is the Sergeants' Mess, the
annex to it and the two buildings down Library Hill presently occupied by
the Small Business Bureau.

Mr Speaker, | have indicated that there are a number of presentational
changes other than, of course, the amount of information contained in
the Estimates generally. The first and perhaps most important of the
presentational changes is that all in-house industrial wages and some
materials are now clearly shown and accounted for as part of
departmental expenditure in the Consolidated Fund. In the past this
expenditure could not easily be identified because it was accounted for
in the Improvement and Development fund. For example, the Buildings
and Works Department had a vote for wages for its industrial staff under
the Consolidated Fund and then there might have been, in the
Improvement and Development Fund, Buildings and Works Projects
which simply said "Refurbishment of Housing Estates - £2 million".
Well, much of the recurrent overtime bill of the established workforce of
the Buildings and Works Department - and | use them only as an
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example without wishing to suggest that they are the only instance of it -
was charged not to the Consolidated Fund head of emoluments but to
the Improvement and Development Fund Head "Refurbishment of
Housing Estates". Of course, the departments do not have sufficiently
sophisticated internal accountancy procedures to properly allocate their
wage bill to recurrent Consolidated Fund because it relates to
maintenance or to the Improvement and Development Fund because it
genuinely relates to a capital works project. The result was that in
practice, although not intended to be so in the theory of it, this was just
another big fund available to the management then of the Buildings and
Works Department to use as a pot to pay out in eamings in a perfectly
recurrent fashion to the workforce in Buildings and Works. Because this
is in effect recurrent expenditure, the Government have taken the view
that it more properly belongs in the Consolidated Fund. Of course, if
there was a specific project, building of a building, it would be perfectly
legitimate and in theory it is perfectly legitimate to include as part of the
cost, of a capital project in the Improvement and Development Fund,
direct labour element just as it would be legitimate, if it went out on
contract to a private contractor. But it was not working like that in
practice and this is not a one-off item. It is not that one year there was
£x million and then the next year there was not; this was labour cost
which was happening year in, year out and therefore, for all intents and
purposes, it was recurrent wage cost spent on established in-house
labour and could not in any sense be said to be capital expenditure
driven. And how much of that has been transferred? The answer, Mr
Speaker, is that £5.9 million worth of expenditure that previously was
accounted for in this way in the Improvement and Development Fund is
now included in the Consolidated Fund as recurrent departmental
expenditure of which £5.9 million; £2.2 million is Buildings and Works,
£400,000 is the Electricity Department, £2.7 million relates to
Community projects, and £600,000 refers to resurfacing of roads.

Mr Speaker, the second presentational change is that heads of revenue
and expenditure have been reorganised to coincide with Ministries and
Ministers' political responsibilities. | am sure hon Members will have
noticed that all the items of departmental expenditure have been
reorganised so that the heading at the top of each section is the name
of the Ministry under which they come. So, for example, there is now
one section of Tourism and Transport; Social Affairs; Environment and
Heritage; and each Head of Expenditure follows the portfolio of each
member of the Government except in respect of those portfolios which



are not in a department which are basically administration and finance
for which the Chief Minister has traditionally been politically responsible,
the judiciary for which the Govermmment are not constitutionally
responsible in a political sense, and the Police for the same reason and
the Principal Auditor for the same reason and the House of Assembly
for the same reason. In other words, those Heads of Expenditure for
which there is not direct constitutional political responsibility have been
left as they were outside the new presentational style.

The third presentational difference, Mr Speaker, is that because that
part of the Gibraltar Health Authority's funding which does not come
from social insurance contributions, that is to say, the Government
subvention, so to speak, in the last three or four years used to come
from the Social Assistance Fund, it never featured in the Estimates; well
it did not feature in the Estimates since it was taken out by the previous
Govemnment and put into the Social Assistance Fund. That is now
restored because the Social Assistance Fund is being limited to a very
limited number of items to which | will refer later. There is now not only
a reference to the amount of the subvention from the Consolidated
Fund going into the Gibraltar Health Authority but as in all cases where
there is a Consolidated Fund contribution to a statutory body, there is
annexed to the back of the Estimates in effect the Draft Estimates of
Revenue and Expenditure of the Gibraltar Health Authority as they
would have been in the body of the Estimates had the Health Authority
been a Government Department. In other words, Opposition Members
when assessing whether they should support the proposed contribution
from the Consolidated Fund to the Gibraltar Health Authority will have
Draft Estimates of the Gibraltar Health Authority before them as to what
their sources of revenue and extent of revenue are and how they intend
to spend it. Mr Speaker, the only health waming that | would give in that
respect is that that is there for information purposes only, it is not strictly
part of the Appropriation mechanism, that is to say, the Health Authority
is not strictly banned as Government departments would be banned by
the information given in that appendix. The same applies to the
Consolidated Fund contribution to the Social Assistance Fund, it is small
this year, it will be much larger next year as | will explain later but there
is a contribution of £100,000 from the Consolidated Fund to the Social
Assistance Fund and for that reason at appendix D, the Opposition
Members will find an informative draft Estimates of Revenue and
Expenditure of the Social Assistance Fund.

12

Mr Speaker, | would like to spend a moment or two now explaining the
use that is made generally and in these Estimates of the Gibraltar
Development Corporation. | have already said that the Government
have discontinued Gibraltar Information Bureau Limited and its
activities. Gibraltar Information Bureau Limited is a Government-owned
private company of which the managing director used to be the then
Minister for the Environment, Mr Pilcher. It had 70-odd employees, not
all of them working in tourism, some of them were deployed elsewhere.
It had revenue and expenditure of £2.4 million and this was completely
without the scope of public accountability of any sort. The Government
have discontinued that but, of course, there are 70 people there who
cannot just be sacked nor are the Government willing to absorb them
into the civil service because they have not gone through the required
selection procedures for entry into the civil service. So therefore what
the Government have decided is to engage these people and the
activities in which they are engaged through the Gibraltar Development
Corporation. The Government believe that the Gibraltar Development
Corporation is, | would not say as transparent as the Consolidated Fund,
but the Government have made it as nearly transparent as the
Consolidated Fund as is physically possible. It is, first of all, a statutory
corporation established by the Gibraltar Development Corporation
Ordinance with statutory rights and obligations unlike the Gibraltar
Information Bureau which is just a private company with no obligations
to anybody. Hon Members will remember that at the last meeting of the
House of Assembly the Government amended the Gibraltar
Development Corporation Ordinance to impose on the Gibraltar
Development Corporation an obligation to have its accounts audited by
the Principal Auditor and laid in this House to the same standard as the
Principal Auditor is required to do with the Consolidated Fund and the
Improvement and Development Fund. Therefore the Government are
satisfied, Mr Speaker, that in channelling those items of revenue and
expenditure that used to be in the Gibraltar Information Bureau and one
or two new ones, through the Gibraltar Development Corporation it is
entirely consistent with the Govermment's commitment to total
transparency because the Gibraltar Development Corporation must
account to this House. First of all, the Principal Auditor is required to
audit the accounts; the accounting regulations that apply to the Gibraltar
Development Corporation are the same ones that apply to Government
departments; and its accounts have to be laid before this House and
can be debated. And what is more, the revenue of the Gibraltar
Development Corporation other than the employment levy, is all



channelled through the Consolidated Fund. So hon Members will see
throughout these Estimates wherever there is, for example, in tourism, if
the Gibraltar Development Corporation needs £300,000 to pay its staff
engaged in tourism functions, that amount of money is in the Tourism
Department's vote in these Estimates and it appears as an entry
subvention or grant to the Gibraltar Development Corporation reference
Tourism activity. So that hon Members will not only be able to scrutinise
the accounts after they have been audited by the Principal Auditor, but
indeed they will be able to scrutinise and question the Government on
the injection of funds in the first place into the Gibraltar Development
Corporation. The basic activities of the Gibraltar Development
Corporation will be the following: - Hon Members will notice that it is
mainly the activities that used to be in the Gibraltar Information Bureau
- The Consumer Advisory Service; the Employment and Training Board,
well that has always been part of the Gibraltar Development Corporation
even though the Employment and Training Board has always been a
division of the Gibraltar Development Corporation, the staff, that is to
say, the 30-odd people that work in Duke of Kent House, have actually
been employees of the Gibraltar Information Bureau Limited and they
are so registered in the Employment Training Board and they are paid
for by Gibraltar Information Bureau; the Gibraltar Tourism Board which
- will basically be the people presently engaged in tourism who are
employees of the Gibraltar Information Bureau; the Small Business
Board, details of the revamped version of which will be given by my hon
Colleague, the Minister for Trade and Industry during his address; and
Gibraltar Security Services which is a euphemism now for the clamping,
the traffic wardens because they were all employed and still are by the
Gibraltar Information Bureau. All these people will now get new
contracts of a civil service type, that is to say, they will be subjected to
the essential parts of civil service discipline, financial regulations and
“things of that kind and they will all be given standard contracts by the
Gibraltar Development Corporation. Again, in consonance with the
points that | have made before, as throughout these Estimates, in
almost all departments related to the activities | have just listed, there
are contributions to the Gibraltar Development Corporation, at page 99,
appendix E, Estimates of the whole Revenue and Expenditure of the
Gibraltar Development Corporation.

Mr Speaker, the principal change, however, is not the ones that | have
just mentioned but the ones that | will mention now. That is, the
complete transformation in the completeness and the volume of
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financial information disclosed in this document that the House has
before it today. | have already explained how it worked in previous
years and | can tell the House that with the Special Funds that we have
now cancelled and the Gibraltar Information Bureau Limited which is the
company that we have so far cancelled, there is a total revenue used to
go through them of £38.6 million. That is roughly one-third of
Government revenue used to go through these Special Funds and these
companies. The effect of those £38.6 million going to these Special
Funds were twofold. First of all, because the money was no longer in
the Consolidated Fund the Government did not need the permission of
the House of Assembly to spend it and therefore there were no details
of it in the Estimates. Then taking the logic one step further, perfect
logic although built on an unacceptable foundation, well if one does not
need the permission of the House to spend the money why should we
estimate the amount of the revenue? So the House used to get neither
estimates of the revenue of these sums of money nor indeed of the
expenditure; still less was the permission of the House sought for that
expenditure. If | could just give an example of how this system resulted
in practices which at least in accordance with the views of this
Government are simply unacceptable. Once money goes into a fund or
a company from which the Government can spend it for whatever they
like without having to come for the permission of the House it results in
things like this. This is just, of course, the tip of the iceberg, this is just
by way of example. Hon Members will remember that in the excitement
of the run-up to the last general election the Opposition Members then
in Government had to lay a budget before this House, | think it was by
some date in February 1996, | do not remember the exact date, and |
suppose for that reason it was hastily drawn up and not very carefully
thought in terms of what the Government's requirements would be. Mr
Speaker, between the months of February and May 1996, that is to say,
in respect of the end of the last financial year, full financial year that the
Opposition Members were in Government, and six weeks of the first
financial year during which subsequently we came into office, a
Govermnment-owned company called Gibraltar Land Holdings Ltd spent
£575,747, that is to say, in the three months running up to polling day,
on..... [Interruption] Well, the hon Member may describe it as he likes.
The nature of the projects were certainly projects that would have done
no harm to the Opposition Members in the election prospects. SOS 24
Ltd received alone of those £500,000, received £451,000 in those three
months: refurbishing of this club, refurbishment of that association's
premises, transferring the Boat Association to Coaling Island; all sorts of



projects which were simply paid for by this company, Gibraltar Land
Holdings which is a Government-owned company. The other £60,000
went to a company called Rock Developments Ltd for projects of a
similar nature and | have here all the invoices relating to all these
projects. Mr Speaker, | mention this as no more than an example of how
the existence of these companies and special funds outside of the
appropriation mechanism of the Consolidated Fund and this House of
Assembly, simply create a pot of money that makes a mockery of this
House's function as the guardian of the public purse. | remember that
when | was in Opposition and | used to plead with the Leader of the
Opposition, then Chief Minister, to restore to this House its function as
guardian watchdog of the public purse he used to answer in his
inimitable style, "The Opposition Member” - then referring to me - "is not
fit to be the watchdog of a kennel club" or something like that and
therefore why did | want to be watchdog of the public purse. Happily for
him | will not get the same opportunity to comment on his powers in a
similar vein because he is not in the same position as | then was. He
now has all the information at his disposal, all the information that will
enable him to keep track of Govemment finances, Govemment
expenditure and | hope that he will by this means be able to discharge
the functions of the office of Leader of the Opposition with less
handicap than affected me when | was occupying that position. Mr
Speaker, | have said that there were £38 million going through these
means; £36.2 million were in Special Funds, and it may interest hon
Members to have details of where these £36 million came from. In other
words, which were the items of revenue that were being channelled, not
into the Consolidated Fund from which it could only be spent with the
permission of this House but into Special Funds and companies from
which it was spent by the Government without explanation. The items
not in the amounts that operated last year but in the amounts that would
apply this year, but they are more or less the same, are interest on
Government balances of £500,000; company tax of £10 million; ground
and sundry rents of £1.6 million; exempt company tax of £2 million;
stamp duty of £700,000; proceeds of sale of coins £300,000; workers'
hostel receipts of £100,000; import duty in the sum of £17.2 million;
dividends from Government stakes in Gibtel and Nynex of £1.4 million;
and electricity charges in the net sum of £2.4 million. The £2.4 million of
revenue that used to be channelled into the Gibraltar Information
Bureau Ltd is £100,000 receipts from public market rents; £100,000
receipts from public health and environmental fees; £1.1 million receipts
from tourist sites; £600,000 receipts from airport departure tax; and
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£500,000 in airport fees and concessions, amounting during the current
financial year to £2.4 million. Another item, Mr Speaker, and of course
needless to say it follows from everything that | have just said that all
those items of revenue have now been re-diverted back into the
Consolidated Fund so that not only must we now give estimates of
those items of revenue but we cannot spend that money without it being
included in the Appropriation Bill and in the estimates that support them
with the permission of this House. But there was another device
deployed which had the effect not of concealing money but of
concealing information. In other words, it did not give the full picture and
this was the practice of netting which has now been discontinued by this
Govemment. That was the practice whereby, for example, if Terminal
Management Ltd - and | use them only as an example and perhaps |
should not - if a contractor had a contract to perform a function for the
Govemment and that function gave rise to revenue for the Government,
against that revenue the Government had expenditure to meet: the fees
payable to that company under the contract. All that we would see in the
House is the net amount; in other words, if the revenue to the
Government was £600,000 and the cost of that contract to the
Govemment was £500,000 all we saw was £100,000 revenue. The fact
that the revenue was £600,000 and not £100,000 and in order to eam
that £100,000 we had had to pay £500,000 in expenses to the contractor
all that was in some dark tunnel but certainly not in this House. That is
what is meant by netting. That system has been discontinued and hon
Members will see that even when there is a private company contract in
place, when that private company is collecting what is in effect public
revenue on behalf of the Government, the whole gross amount of
revenue is disclosed under the revenue heads and the whole expense
of that contract, in other words, what the company is entitled to keep,
even in labour cost or in commission or whatever, different contracts
have different remuneration bases, the whole cost of that contract is
separately disclosed under the expenditure. So the House can now look
at any of these contracts and say, "Revenue - £10 million; expenditure -
£8 million", not only does it have those two bits of information but by
putting them together it can judge whether that contract is really in the
taxpayers' interest or not.

The main items of netting were these: £2.3 million in favour of
Lyonnaise des Eaux, Lyonnaise des Eaux was entitled to fees and
commissions and moneys but it also runs the brackish water system for
the Government and this was simply netted off. So the fact that the



water brackish system was costing £2.3 million is a system nowhere to
be found. LPS with fees of £300,000; netting, in other words, moneys
netting balances of Land Property Services of £300,000; Residential
Services Ltd, this house rent collection and Housing Department
administration company, £100,000; a bulk mailing operation being done
in the Post Office, £300,000; and Companies House, £500,000. So
there were £3.5 million of revenue and expenditure which was just not
visible for analysis and inspection because it was the subject matter of
netting; £3.5 million of revenue, £3.5 million expenditure, they cancelled
each other out and neither was included in the picture. That practice, Mr
Speaker, as | have said, has been discontinued.

Mr Speaker, £11.8 million of expenditure at this year's level but at £17.4
million at last year's level of expenditure which used to be put through
Special Funds are now through the Consolidated Fund. £4.5 million of
that is the contribution to the Gibraltar Health Authority which actually
last year was £7.3 million; the purchase of electricity which costs £4.5
million from the private generator OESCO is now fully disclosed here in
these Estimates; the Government's subvention to the John Mackintosh
Homes of £900,000 that is also now through the Appropriation Bill and
other smaller items totalling £1.8 million; in all totalling £11.8 million. On
the expenditure side the moneys payable to Government contractor
companies which are now shown as departmental expenditure in
whichever department the activity belongs are the following: Sights
Management Ltd who receive a total of £1.2 million; Terminal
Management Ltd which receive a total of £800,000; Security and
Immigration Ltd which receive a total of £600,000; the Yacht Registry
which receives a total of £100,000; Parkside Investments Ltd receive
£100,000, and the Environmental Health Agency receive £100,000.

Mr Speaker, the third major source of information.in these Estimates
after the complete picture of revenue and expenditure is the question of
the companies with which the Government have got contracts and the
quality of the information is twofold, not just the netting that | have just
been explaining so that the whole of the revenue collected on behalf of
Government by that company and the whole cost of that contract to the
Government is disclosed, but there are two further qualitative aspects of
information which are now in the Estimates. The first is the existence of
each contract. So far | have only mentioned the ones where there is
netting but there are many contracts, all the ones with companies that
do not collect public revenue, in which there is no netting. All of those,
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every single contract that is a charge on public funds is identified by
name of contractor, by activity to which the contract relates and by
amount. For example, the Government have a contract and this is the
list of them: with Knightsfield Holdings Ltd for the running of the John
Mackintosh Hall at a cost of £136,900; a contract with Gibralflora for the
maintenance of the cemetery at a cost of £31,200; another contract with
Knightsfield Holdings Ltd to run the Museum at a cost of £200,800; a
contract with the Environmental Agency Ltd to run the old
Environmental and Health Department at a cost of £815,100; a contract
with Wildlife Ltd to run the Alameda Gardens at a cost of £232,500; a
contract with Greenarc Ltd for the upkeep of the planted areas, and a
very good job they do of it too, for the cost of £311,500; a contract with
Rent-a-skip Ltd for the provision of rotational skips, those are the skips
in which people dump their stuff on the highway, for £47,900, that skip
is outside the Cleansing Depot in Line Wall Road, Orange Bastion; a
contract with In-town Developments for the disposal of refuse, the cost
varies depending on the volume of refuse but this year £1,674,000; a
contract with Parkside Investments Ltd for their fees for running the
market of £27,000; a contract with Sights Trading Ltd for the cleansing
of certain streets in Gibraltar at a cost of £252,000; a contract with
Emmi Ltd which cleans other streets in Gibraltar for £148,300; with
Parkside Investments Ltd for the cleaning of other streets in Gibraltar or
that might be the emptying of waste bin baskets but from memory |
cannot tell the House, £101,400; a contract with Ramall Ltd for cleaning
streets in the sum of £196,000; and a contract with Truli Clean Ltd for
cleaning other streets in the sum of £109,900; a contract with OESCO
for the supply of electricity to the Government which costs annually
about £4,586,000; a contract with a company called Residential
Services Ltd dealing with housing matters which costs £115,000; a
contract with Sights Management Ltd for the running of tourist sites
which costs £1.2 million; a contract with Terminal Management Ltd -
some of these | have mentioned before in the netting context - which
costs £780,000 and Security and Immigration Ltd which costs £590,000;
there are three contracts with KIJY Parkings Ltd totalling £97,500
relating to the provision of security at No. 6 Convent Place, the traffic
compound in Queensway next to the car park and the coach park; there
are contracts with Land Property Services Ltd totalling £886,000 and
they relate £300,00 to the collection of rates, evaluations on property
services; £61,000 in respect of the collection of electricity arrears;
£280,000 in respect of the collection and management of ground and
sundry rents; £215,000 in relation to stamp duty collection and related



services; and £30,000 in respect of commission on Government land
sales. We have a contract with Lyonnaise des Eaux in the sum of
£155,000 under which they collect electricity charges on behalf of the
Govemmment and we have a contract with Companies House which
costs £500,000 for the running of the companies registry. There are a
total of 12 contracts for the cleaning of Government offices in various
places with a company called ABC Cleaners Ltd to a total value of
£297,000.

Mr Speaker, the Special Funds that have been wound up and whose
revenue and expenditure has been transferred to the Consolidated
Fund, as | have already explained, are the following: the Drug Offences
and Prevention and Enforcement Fund; the Gibraltar Electricity Fund;
the Workers' Hostel Fund; the Gibraltar Coinage Fund; the Gibraltar
Investment Fund; the Gibraltar Telecommunications Fund; the Gibraltar
Govemment Scholarship Fund; the Gibraltar Government Insurance
Fund; the General Sinking Fund; the Gibraltar Handicapped Fund, and
the Audit and Supervision Fund. All those revenues and expenditures
are now in the Consolidated Fund. We have also wound up, really for
housekeeping reasons, a number of small funds which had a very small
amount of money in it: The International Year of the Disabled Fund; the
King George V Fund; the St Bemard's Hospital Humphries Challenge
Cup Fund - whatever that might have been; the Public Trustee Fund;
and the School for Handicapped Children (Public Donation) Fund. All
those amounts of money are now in one new fund called the Gibraltar
Govemment Trust Fund. The characteristic that all those last mentioned
five funds had in common is that they were all funds in which the
Govemment held moneys that did not belong to the Govemment,
moneys held on trust so instead of five funds all of which have to be
accounted for separately, there is now one fund called the Government
Trust Fund and each of those items will be presented separately within
that fund.

Mr Speaker, after 12 months at the helm of public finances, what are
the changes that we have introduced because we have not yet done
everything that we hoped to? So far we have published the historical
accounts and we have undertaken to publish in a timely fashion the
future accounts of all Government-owned companies. We have
eliminated netting as a practice from Government finances and we have
channelled all revenue and expenditure through the Appropriation Bill
and therefore this House. We have abolished all the Special Funds that
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| have just listed and the Gibraltar Information Bureau and we have
now, in the Estimates and myself now already disclosed all contracts
with their value. But there are things left to be done and the things that
the Government expect to do during the forthcoming months is to
further restructure the Government property-owning companies of which
there are still several in existence. We are studying the legal
implications and where there are legal implications we are seeking to
eliminate them, to enable the government not just to disclose these
contracts that | have now disclosed the existence of and their value, but
actually to put in the public domain, to publish the contracts themselves
so that anybody who wants to see the arrangements that the
Govemment have entered into with one of these companies will be free
to do so just as they can do with the Government companies. One of
the obstacles in our path is that many of these contracts had
confidentiality clauses which the Government have to find a way of
getting around one way or the other, but we will do that. The third
control of public finance and expenditure item is, as | said before, the
setting up of the Central Procurement Unit. Mr Speaker, | think that hon
Members will agree that these changes, which | have described at some
length but in passing and in outline only and the detail of which is
reflected in those documents itself, represents possibly the biggest
transformation in the presentation of public finances since Gibraltar has
had its modern Constitution or perhaps at least since the Opposition
Members altered the original system when they came into office in 1988
but certainly | think it is true to say that there are improvements here not
just that reverse practices that we do not approve of and that the
previous Government used to put into effect but indeed improvements
over and above the practices of Governments before the previous
Government, in other words, the original practices since 1969.

| would like to tum now, Mr Speaker, to the consideration of the current
state of public finances. The public debt of Gibraltar as at 31 March
1996 was £65,700,000, just before we came into office. As at the 31
March 1997, at the end of the financial year just ended a month or so
ago, the public debt of Gibraltar was £61,500,000. That is to say, a
reduction during this current financial year of £4.2 million and the
reduction would actually have been greater because during the financial
year we actually paid down £9.2 million and | would have been in a
position to report now that the public debt is £56.5 million, in other
words, almost a £10 million reduction. At the end of the last financial
year we unnecessarily borrowed £5 million in order to avail ourselves of



a commercial revolving facility which the previous Government had
negotiated, | think it was with Barclays Bank which was expiring on
reasonable terms and had we not drawn on it the facility would have
expired. That money, of course, is held in reserve so although the public
debt has fallen by £5 million less than it might otherwise have fallen,
that £5 million is in the reserves which have therefore increased by £5
million.

HON J J BOSSANO:

The £5 million that he says are in reserves is reflected in these
accounts, where in the Improvement and Development Fund?

HON CHIEF MINISTER:

No, it is reflected in the accounts in the statement of the Government's
Summary of Estimated Financial Position. The hon Member will see at
the bottom of page 3 now gives greater detail of the public debt.

HON J J BOSSANO:
No, | am asking where the £5 million reserves are to be found?
HON CHIEF MINISTER:

I will explain that to him in a moment. That is in the Consolidated Fund
summary item 2 on the same page, Consolidated Fund Reserve. | will
explain to him the composition of the reserve in just a moment. Mr
Speaker, the Government would not have envisaged the need to borrow
any money during this current financial year and indeed, technically
speaking, need not do so but it may rise, it will depend on the extent of
revenues and on the extent of expenditure but the Government may
borrow £10 million to cover the cost of a start on the cost of repairs of
Harbour Views should the Government need to fund that. The
Govemment have decided not to use reserves to make that expenditure
but to isolate it in volume. But the extent to which it will be necessary,
Mr Speaker, is subject to the extent of the budget surplus that we
generate during this year and this of course will depend on the extent of
revenue which has been very prudently estimated. Revenue has been
very prudently estimated, expenditure has been estimated on a worse
case basis and therefore the estimated recurrent surplus of £7 million

that we estimate for this current year is a prudent statement of the
position. There is another point to be made in relation to the public debt
which | have said stands at £61.5 million and that is that of that £61.5
million about £46 million is owed to Gibraltar Community Care Ltd who
hold that amount of Gibraltar Government loan stock. So of the £61.5
million of public debt, about £46 million of it is actually due to Gibraltar
Community Care Ltd. The hon Member will recognise that that reflects
the position as it once was during part of his period of office when
Gibraltar Community Care Ltd owned, it is just over £46 million worth of
the Gibraltar Government loan stock which is quoted in the Stock
Exchange. What is the position of the Government reserves? Well, as
at 31 March 1996, that is to say, a month or two before we took office,
the reserves of the Government part as they were in all sorts of little
back pockets stood at £41.3 million and those reserves were to be
found in the following places: £2.4 million was in the Consolidated Fund
as a surplus carried forward; £1.2 million was in the Improvement and
Development Fund as a surplus carried forward; £10 million was in the
Gibraltar Savings Bank reserve surplus; £11.5 million were sitting as
cash balances in other Special Funds; and about £16 million were sitting
in Government-owned companies and the total of that is just over £41
million. As at 31 March 1997, that is a few weeks ago, the reserves of
the Government stood at £46.1 million, that is to say, an increase of a
couple of hundred thousand pounds under £5 million higher than they
were on the 31 March 1996, and the explanation for that is the £5
million that | explained before we had borrowed on the drawback. That
Government reserve of £46 million is no longer in all the places where it
used to be parked. The Government have in effect restructured the
reserve so that it now appears here in the Estimates and if hon
Members will tum to page 3, the summary of estimated financial
position, they will see that the second main heading is Consolidated
Fund Reserve. What we have done, Mr Speaker, is that we have
transferred out of the Special Funds and into a Consolidated Fund
Reserve Account these reserves so that if there is surplus in the
Savings Bank we have taken it out and put it in the Consolidated Fund;
if there was surplus in the Improvement and Development Fund we put
it into this reserve section and similarly for all the other Special Funds.
There is still a sum of £11 million which is, in effect, Government
reserve and which has not been transferred into the Consolidated Fund
yet and that is the £11 million that still remain in Government property
owning companies and the reason for that is that the Government are
about to use that money to fund the 50/50 schemes in relation to



Westview Park and Montagu Crescent. Of course, it is not envisaged
that we will need the whole £11 million for those two projects, the
balance is kept available because as Opposition Members know there is
continuous expenditure in relation to the situation at Harbour Views and
if that can be brought under control and any surplus will be then
transferred into the Consolidated Fund Reserve.

Accordingly, during the last financial year, during 11 months of which
this Government have been in office, the public debt has been reduced
and the reserves have been increased. All this talk, never to be found
on the lips of objective people and mainly to be found in the pages of
the publication sponsored by the party of Opposition Members that this
Govemment are spending the reserves carefully gathered together by
the previous Government because of their economic wizardry and
prudence and that we are spending that money like confetti is absolute
rubbish, like so much else that is to be found printed in that publication.
As also is rubbish talk of the fact that Opposition Members left reserves
of £130 million. The reserves left to the Govemment by the previous
Govemment for us to spend and we have not spent them yet although
we fully intend to spend quite a lot of it this year on things which will be
explained during the remainder of this debate, is £41.3 million.

This brings me, Mr Speaker, to this year's budget itself. The Financial
and Development Secretary has already indicated and hon Members
have been able to see for themselves from the Estimates that they have
before them, that we are estimating a revenue during this financial year
of £117 million and expenditure of £110 million to produce an estimated
surplus in the Consolidated Fund of £7 million. There are three points to
highlight. The first is that the revenue has been, when | say prudently
estimated | mean that we have not taken what perhaps are
extraordinary amounts of revenue collected perhaps in the last three
months of the last financial year for extraordinary reasons and used
them to create a figure for the whole year. The revenue is on the basis
of an amount comparable to the amount actually collected during the
previous year. If there is a major source of additional revenue it will be
whether we are successful or to the extent that we are successful in
improving the arrears collection situation. We are actually confident that
revenues will be enhanced substantially during this financial year by a
blitz which we intend in relation to the collection of arrears. But time will
tell whether we are able to enjoy success in that respect and
importantly, the estimated surplus in the Consolidated Fund would be £5
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million higher than £7 million, in other words, it would be £13 million if
we had not transferred to the Consolidated Fund expenditure from the
Improvement and Development Fund the £5.9 million that | explained
earlier. In other words, there are £5.9 million of expenditure that used to
be accounted for in the Improvement and Development and therefore
expenditure, there are £5.9 million worth of items of expenditure in this
year's Consolidated Fund which would not have been there last year,
and therefore, if our expenditure had been that £5.9 million lower, the
surplus, the gap between expenditure and revenue would also have
been £5.9 million larger than the £7 million that we are prognosticating.
Of course, Mr Speaker, at this point it is worth mentioning one point;
because this expenditure of £5.9 million used to be in the Improvement
and Development Fund, it was financed not from recurrent revenue but
from the items that normally funded the Improvement and Development
Fund expenditure, that were invariably capital sources; sale of
Government properties; borrowings; EU grants; things of that nature
were funding these £5.9 million of expenditure which are now in the
Consolidated Fund and can therefore now only be funded by
Government recurring revenue. | do however need to sound a note of
caution in relation to the size of the Govemment's surplus and that is
that for reasons of which Opposition Members are aware, there are
certain items of expenditure which ought, for potential legal reasons, to
be funded from the Social Assistance Fund and not generally from the
Consolidated Fund and for that reason we have not closed down the
Social Assistance Fund. The Social Assistance Fund continues to have
about £6 million in it. So quite apart from everything that | have said so
far, the Social Assistance Fund still has £6 million in it and those are the
£6 million that will be used to fund the non-Gibraltar Health Authority
items of expenditure in the Social Assistance Fund. Next year the
Social Assistance Fund will have to be funded from the Consolidated
Fund because its capital pot, so to speak, will have run out. Therefore
the £6 million of expenditure which are presently being paid for in effect
out of the income that has been accumulated there during previous
years and during this last year, these last 12 months, will not be
replenished and the expenditure which will continue to be done through
the Social Assistance Fund will nevertheless have to be funded from the
Consolidated Fund. Next year there will be that additional item of
expenditure to be funded from recurrent revenue which will severely
impact on what will be the size of the revenue surplus over expenditure
to that disclosed this year, and therefore, unless revenue increases
substantially or unless some of the items of expenditure which are in



there that would probably not be incurred for reasons that | will explain
later when | come to the size of the establishment, unless expenditure
moves down or revenue moves up it is unlikely that next year we will be
able to generate a surplus of £7 million, that is in the financial year
1998/99.

Mr Speaker, the most noteworthy points in respect of revenue are the
following: Import duty - during the last financial year just ended, that is
to say, end of March 1997, has fallen by £4 million as compared to what
we are estimating for the previous year. In other words, in this financial
year just ended, 1996/97, we collected £20 million in import duty. The
previous year there had been £24 million and therefore the effect, |
suspect it must be, there are other factors, of the eradication of fast
launch activity seems to have stabilised now at around £3 million lost
revenue from those reduced volumes of tobacco that are now being
exported from Gibraltar. Income tax collected last year, that is to say
1996/97, is £46 million, hon Members will have seen this from the
booklet which contains the forecast outtumn, we are estimating for this
year the marginally low figure of £45 million. That is because, for
example, we have got the Kvaemer situation where there is a loss of
revenue to the Government, we expect increases in other areas of
revenue, arrears collection but of course we have lost £1.9 million in
revenue as a result of the allowance increases that | announced at the
beginning of this speech. So we estimate that during the current
financial year we will collect £45 million in personal income tax. Mr
Speaker, the Govemment are reviewing the structure of import duties
and hope shortly to be in a position to make a detailed announcement of
that but that would be broadly neutral in terms of revenue. In other
words, we would not expect the restructure to result in a reduction in
revenue because of the restructure, in other words, things that are
reduced in duty will be compensated by increases in duty, indeed it may
be cash positive to the extent that the articles on which we increase
duty are more valuable in terms of import duty collected than those
upon which we lower it. The other element is rates; the Government are
going to very shortly make an announcement as part of our business
assistance package of a reduction in rates for commercial premises
and that may result in a reduction in revenue. And | say, "may result in a
reduction in revenue" because the assistance will actually be delivered
in a way which will reduce arrears and will increase, not just the
collections but the speed with which the money is collected and
therefore the interest income that the Government can earn from those
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items of revenue. So import duty will be broadly neutral by the time we
have restructured it; the rates restructure may have a marginal
reduction in levels of revenue that it produces; and the rents restructure
that we are doing for Government tenants at first sight has an income
revenue reducing effect in the sense that we are reducing the rents that
we collect from our existing tenants, but one of the effects of reducing
the rents is that we generate demands for those properties owned by
the Government which are empty and therefore, although we collect
less from our tenants we collect it from more tenants and the overall
effect may therefore be that even though we are reducing rates our
overall collection from rents of Government properties may actually
increase because we will find tenants for properties which are presently
empty, quite apart from the principal reason why we did this, which is to
put pressure on the private sector to reduce its rents.

Mr Speaker, as a comparative exercise, if the forecast outtum, which is
much more scientific than the estimates, in respect of the last financial
year had been presented on the same reconstructed basis as we have
now done with ours, in other words, with the special funds out of the
way, with companies out of the way, in other words, if what we have
done this year had been done at the beginning of the last financial year,
revenue which we disclosed at £170 million estimated, for the
forthcoming financial year would only have been £1.1 million higher.
The revenue of the last financial year would have been higher than what
we are estimating on a reconstructive comparable basis by £1.1 million.
As far as expenditure is concerned, on the same reconstructive basis, in
other words, forgetting all that we have done in respect of restructuring
which does not really amount in new expenditure, it is not new things
that we found money to spend on, it is simply accounting for existing
activities in a different way. Excluding that, on a reconstructed basis the
increased Consolidated Fund revenue is higher than it would have been
on a comparable basis by £7.8 million. But of those £7.8 million, Mr
Speaker, and in a sense | am contradicting what | said just 45 seconds
ago, not all of that £7.8 million is new spending decisions that we have
made. We made much more than £7.8 million of new spending
decisions in the Improvement and Development Fund but in the
Consolidated Fund we have not made £7.8 million worth of new
recurrent expenditure decisions. So where does the figure of £7.8
million come from? Mr Speaker, £1.6 million of the £7.8 million is a
provision for the higher cost of servicing the public debt if we borrow the
£10 million that | have indicated we might borrow if we needed to fund



Harbour Views repairs, but that might or might not be spent, but if we
do spend it, it will reflect the need to borrow money to service that debt
in order to spend it on Harbour Views which is not a new spending
decision of ours. A sum of around £420,000 is the wage cost of 14 civil
servants, who have always been there in the Employment and Training
Board which, apart from having people who were not civil servants, also
has seconded to it about 14 people who are civil servants, not just in the
Employment and Training Board, throughout the functions carried out
by the Gibraltar Information Bureau. There is a total of 14 people who
are actually enlisted civil servants some of whom are in the
Employment and Training Board but not all of them and who are
seconded to activities which are conducted outside. Well the salaries
of these 14 bodies was not last year included in the Estimates so we
have now included them in the Estimates and of course it raises the
wage bill by £400,000 but that is not new expenditure, that is simply
bringing it back into the Consolidated Fund, the salaries of 14 civil
servants who have always been there and whose salaries were
previously funded through companies whose revenue and expenditure
is now all in the Consolidated Fund anyway. Mr Speaker, £600,000 of
those £7.8 million, so we started with a top figure of £7.8 million, | have
explained that £1.6 million of that is possible cost of increased public
debt servicing; £400,000 of it are these 14 civil servants whose salaries
were not in the Estimates last year; £600,000 of it is a sum of money
that the Government have paid to Lyonnaise des Eaux, Opposition
Members will immediately recognise the reason for it, in compensation
for not increasing the water tariff to the consumer. The Opposition
Members know that before the last election they signed a letter
undertaking to review, if not increase, the tariff, indeed the letter that
they signed | think committed the Government to an increase of the
water tariff by the amount that Lyonnaise's privatisation contract entitled
them to; given that the hon Members had put in their manifesto an
unambiguous commitment not to increase water tariffs at the same time
they were promising Lyonnaise des Eaux that they would increase the
water tariff. One can only come to the conclusion that the hon Members
intended to absorb the increase themselves out of public revenue
although the language used in the manifesto and in the letter to
Lyonnaise would not be entirely consistent one with the other. | suppose
there is an innocent explanation for it and that is they, in effect,
intended to subsidise the water and that is what this figure of £600,000
represents. The Government do not undertake to maintain water tariffs
at their present rate and therefore at some point in the future this item
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may reduce, as part of the tariff increase to which Lyonnaise is entitled,
if the Government allow them to pass it on to the consumer. To the
extent that the Government allow them to pass it on to the consumer,
the sum of this subsidy is reduced. There are other items of DTI
promotional work; Tourism promotional work, amounting to £450,000
and that is new expenditure that the Government have decided, as is
the sum of £160,000 for the two offices that the Government intend to
open a Gibraltar Information Bureau in Brussels with which the
Government intend to proceed and a proper Gibraltar Tourism Board
Office in Madrid. The Government are aware that there is an office of
sorts in Madrid already, that is neither in a location nor of a standard
which we think is suitable to represent the touristic interest of Gibraltar
in Madrid and therefore there is expenditure of £160,000 included in the
Estimates for those two new offices. There is about £500,000 on other
items; one of them may be of interest to some Opposition Members, is
a sum of £55,000 which is the annual cost of a new contract that the
Govemment are about to enter into for disposing of the fly ash produced
by the incinerator plant. There is several years worth of accumulation in
tunnels and caves; the Government have entered into a contract for the
elimination of all that accumulation and it is going to be shipped to a
reprocessing plant in England. The contract to remove in one lot the
arrears of fly ash accumulation is about £120,000 and then the cost of
annually removing, on a quarterly basis, the fly ash of current
production of the incinerator is about £55,000 a year. It is not
acceptable environmentally to this Government to accumulate bagfulls
of toxic waste in our caves and in our tunnels. Mr Speaker, there is
included in that £7.8 million a figure of £500,000 of legal fees but that is
not to say that we are going to spend £500,000 on legal fees when
previously less was spent, it is that previously there was a token
provision for legal fees and expenditure always exceeded that in
practice, and similarly for supplementary funding the previous year the
supplementary funding provision was £1 million, we increased it to £1.5
million this year and therefore that is not expenditure, it is a provision
for potential expenditure. In summary, Mr Speaker, of the £7.8 million |
calculate as an estimate, that of that £7.8 million, probably no more
than £2 million is actually discretionary spending decisions, well perhaps
£2.5 million when | have included this item, and that is the question of
the number of new posts that have been created in the Government and
their cost. Mr Speaker, a simple comparison between the establishment
details attached to last year's Estimates and this year's Estimates would
give the impression - but it will be no more than that - that the



Government have created 103 additional civil service posts. Before
Opposition Members leap to their feet to condemn this act of rashness
on the part of the Government, let me put them at there ease that that is
not what has been done. Actually, Opposition Members may be
interested that the number of civil servants, excluding the Gibraltar
Health Authority, on the Government's payroll now in May 1996, and |
know that this will appeal immediately to the Leader of the Opposition's
proclivity to cut the size of the public service that the number of civil
servants, excluding the Gibraltar Health Authority, on the Government's
payroll and we have not privatised anything in the last 12 months, is five
less than there were in April 1996 when the Leader of the Opposition
handed the reigns of power to this Government. In April 1996 there
were 1,469 non-industrial civil servants on the Government's payroll; in
May 1997, that is to say, this current month's payroll, there are only
1,466, that is five less and of course this is a net amount; many people
have retired, some people have been recruited but the net effect is that
the civil service has decreased in size in terms of payroll by five, is that
not impressive! No doubt hon Members will wish to congratulate us for
that example of prudent public expenditure management when it comes
to their tum to speak. For reasons that | have not yet had an opportunity
to cross examine him about, the story in the Gibraltar Health Authority is
not quite so impressive. There has been there an increase of 18
between payrolls, between the position in April 1996 and May 1997 but |
am sure Opposition Members will wish this Government to deliver the
best possible health care to our citizens. Mr Speaker, so what is the
reason for the fact that at a time when a comparison of the
establishment suggests that we have created 103 new posts that the
actual body of civil servants, judging by the payroll, actually being paid,
is actually less than it was at the beginning of the year. The reasons are
these, we already have identified 14 from the Gibraltar Information
Bureau but are now included in these Estimates in the establishment
and which were not there last year because they were seconded and as
they were seconded the previous Government did not include them.
There is provision in the Estimates this year for 11 people for the
Legislation Support Unit but of those definitely three and probably four
are already on the public payroll, people like the previous Chief Minister
Mr Canepa; one of the lawyers Mr Raphael Benzaquen; the ex-librarian
Mr Ronnie Miel; Miss Annie Thornton who used to be in the Attomey-
General's Chambers; all those were previously elsewhere and the
provision of 11 includes them who are already being paid for and
therefore they are new in the establishment, they have vacated three

21

posts which were not in the establishment so therefore they are like the
first 14; Mr Canepa and Mr Benzaquen were not on the establishment;
Mr Miel and Miss Thomnton were on the establishment; but they came
from places where they will not be replaced. So if Miss Thomton who
used to do the Gazette mainly in the Attomey- General's Chambers is
now moving to the Legislation Support Unit because that is where the
Gazette is now going to be provided, the post that she vacates in the
Attorney-General's Chambers is not being filled.

HON J J BOSSANO

Mr Speaker, if the Chief Minister will give way. Surely that explanation
does not explain the argument he is putting because if Miss Thormnton
has disappeared then compared in the two establishments it will show
her disappearing one year and appearing the other and would not be
included in the 103 difference between the two totals, surely.

HON CHIEF MINISTER:

That will apply to Miss Thomnton but not to Mr Benzaquen who is a
newcomer to the establishment. Mr Speaker, there are two people there
down for GCID, if hon Members look at the establishment under
Administration, those two people are not established members and they
should not be there and that is one of the amendments that may be
introduced. Of course, there is an assumption by those that have put the
Estimates of the establishment together, that all existing vacancies and
new vacancies thrown up by the transfers resulting from the restructure
of Government activities will be filled so that, for example, if people
have been moved from one existing department to another there is, in
many cases, an assumption which will not be realised, that those posts
will be filled. It will actually be necessary to do a staff resources audit
and the Government are committed to doing this. Once the functions
have been transferred to different Ministries, to different buildings, there
will then be a section by section staff audit of each department and
each section within each department and the Government will then
publish, even if we are in the middle of the financial year, an accurate
statement of the establishment. But it has to be said that the salaries of
all 103 phantom additional posts have been included in the Estimates of
Expenditure so expenditure on emoluments is overstated by the number
of new posts that we do not create of those 103. So what are the posts;
which are the new bodies that we have recruited? People who are now



working in the Government that were not working in the Government
when we took office. We have recruited 18 new administrative
assistants, mainly to replace the 15 or 16 existing administrative
assistants who were promoted to administrative officers and moved to
administrative officer duties, so there are 18 additional administrative
assistants already at work. There are two new teachers; there is one
nursery teacher; there are two classroom aides; there are six typists;
and there are 15 policemen, we actually recruited 25 but of those 25, 10
were filling vacancies in the establishment, so additions to the
establishment were 15 policemen. We have recruited two
environmental monitors and we have recruited two PTO building
inspectors; that is a total of 49 additional bodies recruited. But of course
those have to be netted against people that have retired from the
service for one reason or another and of those 49, if one takes out the
15 policemen, it is actually 34 non-policemen. In other words, if one
strips out the figure of 49 which includes the 15 policemen, there are 34
civil servants, in the widest sense of the word, non-industrial civil
servants but excluding policemen that although they are on the public
payroll, 1 do not regard them as civil servants as such. So there are 34
people which netted against the retirees and other people who have left
service for one reason or another, results in a net reduction in the size
of the payroll. There are a number of posts presently under
advertisement and which have not yet been filled and just for the
completeness of the information, there is one social worker; one SEO in
customs, which eventually may create a vacancy at the very bottom as
people move up to fill the SEO post of Deputy Collector of Customs
which | announced publicly some time ago; there is a Maritime
Administrator the interviews for whom in fact have been conducted in
London this week by the Administrative Secretary and the Personnel
Manager; Opposition Members will remember that as part of the
agreement that they signed with the British Government at the time that
they agreed the re-establishment of the Category 1 register, an
agreement known as the Survey Agreement; hon Members agreed to
recruit a Maritime Administrator and to give the Department of
Transport in England a role in that recruitment process; that
commitment has been translated in practice to a selection board that
comprises three representatives of the Government of Gibraltar and
one representative of the Department of Transport and that will,
hopefully, be filled during the course of next month. There is a Finance
Centre Director to be recruited which my hon Colleague, the Minister for
Trade and Industry will explain later and three Tourism Management

22

posts to which my hon Colleague, the Minister for Tourism, may himself
refer at a later stage.

Mr Speaker, moving to the Improvement and Development Fund there
are presentational changes there as well. The revenue heads have been
adjusted by creating separate heads for contributions and loans on the
one hand and reimbursements on the other, | am sure hon Members will
have noticed that already. | have already explained that expenditure
heads have been restructured and that in-house labour wages and
related materials have been stripped out and included in the
Consolidated Fund and | have also explained the reasons for that. And
subheads, Mr Speaker, have also been brought together in generic
terms where practical, followed by a list of the major projects to which
they relate. Mr Speaker, the Government are reviewing, but have not
yet made a decision on the future of the Improvement and Development
Fund- itself. Such a separate fund for capital projects does not exist, for
example, in the United Kingdom where all capital works expenditure
and revenue; revenue in the UK is mainly EU grants; all goes into that
Consolidated Fund and all expenditure and revenue is met from that.
There are clearly arguments on both sides of that debate; it will improve
transparency and accounting and will destroy what has become
substantially artificial distinctions if they are combined, but in order for
that combination not to hide the difference between capital projects and
non-capital projects the capital projects would have to be very clearly
highlighted in any new Consolidated Fund presentation. Mr Speaker, the
expenditure of the Consolidated Fund for this year, as the Financial and
Development Secretary has announced is £36 million in the
Improvement and Development Fund, a very substantial increase on
previous years expenditure in that Fund, for example, last year it was
£11 million; the Financial and Development Secretary has already
explained the sources of the funding for that, and just to remind hon
Members, £10 million will come from loans; £2.3 million will come from
EU grants; £4.1 million will come from sale of Government properties;
£19 million will come from what are, in effect, Government reserves.
The Consolidated Fund, which now contains the reserve, in effect
comprises of what is already there, which is the £46 million that |
mentioned earlier, plus whatever surplus there is of revenue over
expenditure during the current year now in progress. The main projects
to be funded from the Improvement and Development Fund, and | will
leave the details of these projects to my hon Colleagues to deal with on
a departmental basis, but the main projects are: housing £12 million, but



that includes the £10 million provision for making a start on Harbour
Views; there is a token provision only for a project which the
Government intend to undertake which is the creation of housing units
for the elderly but it is unlikely that there will be substantial capital
expenditure on that project during this year and | think what will
probably happen this year is expenditure on pre-contract design
services. There is £1.2 million on schools and cultural facilities; £3.8
million on enhancement and beautification. The Government attach a
considerable amount of importance to enhancement and beautification
projects as part of our policy to develop and promote tourism in
Gibraltar. There is £0.75 million on port development; £1 million on the
refurbishment of Government buildings; £400,000 on police equipment;
and a sum of about £6 million on schemes to support existing private
sector businesses to grow and to establish new business start-ups in the
private sector. We regard this expenditure, just as the previous
Govemment expended large amounts of borrowed money on
infrastructural projects, for example, New Harbours, that it is a proper
investment in the future of our to be private sector led economy for the
Government to make investments, not with borrowed money but with
existing Government monies to stimulate, develop and promote the
private sector which is what everybody agrees has got to be the motor
of the economy for the future. There is funding within that for increasing
access to Gibraltar by airlines and by cruises; there are beautification
projects and product development schemes; there is assistance to the
hotel industry for infrastructure enhancement and in relation to the
Finance Centre, the Government will continue with our policy of putting
into place the necessary legislation, the necessary regulatory framework
properly resourced so that the Finance Centre continues its preparation
for what we think is substantial growth in the immediate years ahead,
based not just on those items but on the work that the Government have
already done to transform the image that others consume of Gibraltar
which is so vital to the Finance Centre. My hon Colleague, the Minister
for Trade and Industry, will give details of the full package of measures
in the business assistance scheme most of which reflect part of the £24
million that we are spending, other than on housing in terms of rents,
rates, import duty, capital funds and the creation of funds for EU
fundable projects. The Minister for Trade and Industry will also give
details of the inward investment projects which, together with the
measures that the Government are taking, together with the investment
that the Government are making in the private sector, and together with
the promotional work that the Government are doing, will be the pillars
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on which the private sector will be able to grow, as it must, to generate
many more places of work than it is presently doing. It would be
pointless, Mr Speaker, to conceal that the closure of Kvaemer has not
come as a very substantial blow to the Government. The Government
are, of course, committed to preserving shiprepairing in Gibraltar and
we are confident that an appropriate operator will be found, and the
Government are investing time and financial resources in seeking out
internationally, all potential operators so that we may choose the one
most ideally suited to Gibraltar. But | have to take this opportunity to
repeat that under no circumstances will the Government reopen that
yard as a Government facility. We will not go back to the days of GSL,
where the taxpayer stood ready with an open cheque book, funded by
his hard eamed taxes, to back up the commercial losses of a
commercial shiprepair yard worked in by a workforce who may take a
different view about working for Government than they may take about
working for a private sector commercial entity. | am certain that not
withstanding the recent remarks that have been made to the contrary,
the Leader of the Opposition when he reflects, will commend me for that
sensible view given that it is the one that presumably caused him to
close down Kvaemer, not Kvaemer, | am sorry, a Freudian slip of the
tongue, to close down GSL after it had lost tens of millions of pounds of
taxpayers' money and at considerable expense to the taxpayer in
redundancy payments to the then employees of GSL. The reasons that
caused him to close GSL at that stage are the same reasons that cause
me to come to the conclusion that the Government will not put
ourselves in that position again and certainly nothing sufficient has
happened in the intervening period to encourage the Government to re-
engage workers whom they have already paid substantial redundancy
payments to and there are some workers still working at the yard that
have collected redundancy payments. Mr Speaker, the Government will
not be persuaded to risk having to underwrite commercial losses using
taxpayers money and find ourselves, in effect, running a Government
Department, finding ourselves with the problems that we now have in
the Buildings and Works Department, magnified in an environment in
which the potential losses are not just the labour cost of a labour force
that is not producing but indeed commercial losses incurred in having to
undertake shiprepair works for real clients in the real world, not for a
captive client in the form of the Government. The Government's priority
in everything that we will do, the Government's focus in our economic
policy will remain the creation of jobs through the generation of
sustainable economic activity, and we will do that by basing our



measures and our actions on developing demand for Gibraltar's
products. Just as the Opposition Members felt that the time was right
between 1992 and 1996 to concentrate on the creation of infrastructure,
we have no doubt that the focus now must change and has changed to
the generation of demand for that infrastructure and the generation of
demand means finding customers for Gibraltar, finding customers for
our Finance Centre, finding operators for our Finance Centre, bringing
tourism to our streets and to our hotels, bringing ships, creating an
environment in which our shiprepair can operate, bringing ships to our
port, bringing telecommunications projects to Gibraltar and other inward
investment projects. There is no point in building an economy on a
constant hyperactivity of infrastructural work which cannot be constant
because eventually those that are generating that infrastructure will
want the demand for their infrastructure to meet, or the gap between the
demand for their infrastructure and the supply of their infrastructure to
be closed and that has not been happening. Therefore everything that
the Government are doing, Mr Speaker, promotion work; image and
reputation work, | know it is a phrase that brings a smile to the faces of
Opposition Members, it is vital to the success of our Finance Centre
that we are seen in a different light to which we have been seen at
some point in time in our recent history and it is vital that we
concentrate on bringing the consumer, bringing the people who will
constitute the demand, the customers of our products. Therefore the
concentration is in promotion work, in making sure we have products to
deliver, in making sure that Gibraltar is an attractive place to visit hence
the investment in beautification enhancement work. Of course, the
Govemment back up our policy with investment and that policy of
backing up our policy with investment is reflected in the very substantial
amounts of taxpayers' money that we are investing through the
Improvement and Development Fund into the private sector so that it
will have a boost in demand generating activities. Only such economic
growth is capable of being sustainable and as that is the only growth
that is capable of being sustainable, it is the only growth that is capable
of delivering durable quality jobs for the people of Gibraltar. The
Government are acutely aware that that will require also an investment
in training for skills and that also will be reflected in the Government's
expenditure, not only will we encourage it and fund it within the private
sector itself but such vehicles as Gibraltar Community Projects is not so
much a subsidised employment enterprise, it is a training enterprise.
The people who are presently working in Community Projects who used
to be in Calpe Cleaners and used to be in SOS getting minimal, if any,
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training are now working in a structured, disciplined, well-managed
environment in which it will be possible to deliver training to them and
the differences in output is already visible. The nature of the work that
they are doing, the value that the taxpayer is getting from them for the
money is already greatly enhanced as is the ability of the workforce
themselves to enhance their personal skills and training so that as their
contracts require them to do when they are ready they can be placed in
the private sector. Mr Speaker, the Government are also committed, as
part of our contribution to skills training, to open apprenticeship
schemes, it is true there will not be any guarantee of employment in the
public service at the end of those employment schemes but the
Government will allow, in effect, our workshops and our garages to act
as a place of leamning for people who want to develop their skills.
Govermnment will open apprenticeships in its work force, in workshops
and garages, as | have said, and if at the end of that period there is a
need for those skills in the Government, of course such people will be
able to apply for those jobs but it will not be apprenticeships of the old
style where there was an apprenticeship followed by a guaranteed job. It
is the Government's contribution to training, not a Govemment
contribution to job creating. Mr Speaker, the Government have also a
project which will soon see fruition and details of which will be given by
the Minister for Education to establish, as part of our training
commitment, a college of adult education which will specialise in
finance centre training, in business training and in tourism training which
are the skills which will be required for the jobs that the Government are
investing and generating. There is no point in the Government investing
in generating activity in the Finance Centre, investing in generating
activity and jobs in tourism, if the people that need jobs in Gibraltar do
not have the skills to do the jobs that the Government are concentrating
on generating and therefore the Government accept responsibility, as
part of our economic policy, not just to help the private sector financially
with advice and financially, but indeed to create the training
infrastructure to enable the unemployed and the future generations of
school leavers in Gibraltar and university leavers to aspire to those jobs.
In addition, the focus of this budget to all these things that | have just
been explaining, is equipping and resourcing the public service so that it
can modernise its practice; so that it can deliver the necessary
expertise; so that it can improve productivity and the quality of the
service that it delivers to the taxpayer. We think that there is a place for
a well resourced public sector in a private sector dominated economy
and the Government need a well resourced public sector in order to



administer and deliver our policies but we will not do that, we will
enlarge the civil service by quality not by quantity, we will target the
expertise that is required and we will recruit that expertise. In other
words, we will do it in a way which is not a disproportionate increase in
costs and which delivers to the Government the skills and the qualities
that we need. That will include an increased element of simple
administrative capability but it will also include a lot of specialised
activity which may not be providable, in many cases will not be
providable from within the existing ranks of the civil service. Mr
Speaker, this is a convenient moment in which to recess.

The House recessed at 5.25 pm.
The House resumed at 5.46 pm.
HON CHIEF MINISTER:

Mr Speaker, basic statistics in relation to the indicators of the economy,
| can inform the House as follows: the inflation rate in Gibraltar in 1995
was 2.3 per cent compared to 2.9 per cent in the UK, and in 1996 it was
2.1 per cent in Gibraltar compared to 2.5 per cent in UK. Our estimate
for the inflation rate during 1997 is of a 2 per cent to 3 per cent range.
Mr Speaker, it has to be said that, and | think this is a point that we once
made from the Opposition benches that the final report of the Family
Expenditure Survey for 1995/96 which should be published later this
year, in about October, is still done on the basis of the index of retail
prices weights based on the Family Expenditure Survey of 1979/80. |
think that there is a growing body of opinion, | think | expressed a view
in Opposition that those weightings are out-of-date and need revising.
The 1995/96 Survey should cast light on the changing pattems in
household expenditure and the Government will then consider whether
there is a fair case to be made for reviewing the weightings and the
factors taken into account in the weightings, for example, by making a
provision for mortgages and service charges which is now a significant
part of many more household expenditure than it used to be and which
are not reflected. That would, of course, impact on the general level of
inflation in Gibraltar and that itself has consequences in many other
directions. Government would have to take carefully into consideration
whether the domestic advantages in doing that, not just in terms of pay
rises but indeed pension levels and things like that given that many of
that is exported and a careful balance has to be made and the
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Government will consider that. Mr Speaker, the employment situation is
that there is a gradually rising trend. The best estimate available so far
is that whereas employment in April 1995 was 12,702, employment in
October 1995 had crept up marginally to 12,713 and that by April 1996,
and the figure for that is still provisional extraordinarily enough given
that it is almost 15 months ago, is that it went up further marginally to
12,980. Our best estimate is that it now is a figure of around 13,000.
But the facilities, that has to be said, Mr Speaker, available to the
Government and the techniques for computing employment statistics
are at best shocking. The April 1996 statistics are not yet definitively
available. Employment figures on the basis of the census, in other
words, on the basis of surveys are supposed to be on the basis of
employment and training returns which is the basis upon which the
unemployment and employment figures are given, the employment
figures which are, of course, much more scientific and much more
relevant to economic planning, are never available on a current basis
and are never available in a relevant form at a useful time. There are
no detailed breakdowns of by trade or by occupation, all we have is this
broad category of occupations and this is something that the
Government are determined to review and to acquire a capability and to
acquire techniques, by one means or another, to produce relevant
statistics. For the same reason, the Government will make no
predictions for this year on GDP, not only can we not make a prediction
for the current year's GDP projection but indeed | am not even in a
position to tell the House what we think GDP was last year, and not only
are we not in a position to do that because the employment information
is not yet available to the Government's Statistician, but indeed we are
not satisfied that the methodology used historically in the past to
calculate national income and gross domestic product is actually an
accurate and meaningful measure of those values and the Government
will also seek to review the way in which national income is measured.
The best estimate available to the Government is that GDP in 1994/95
was about £326 million and that in 1995/96 it was probably in the range
of £320 million to £340 million. But, Mr Speaker, | would not skin a cat
on the basis of those statistics. There are some indicators in the tourism
sector which give cautious grounds for optimism. We have read in this
moming's local press a piece that suggests Gibraltar has, during these
last 12 months, acquired increasing popularity as a resort destination.
There are other statistics which | would say suggest no more than that
we are on the right road, we may have reversed the trend and that there
may be success ahead for tourism in Gibraltar. Visitor arrivals in 1996



were very substantially higher than in 1995. The figure for 1995 is 5.5
million; the equivalent figure for 1996 is 6.5 million. Tourist expenditure
is calculated by the Government's Statistics Office as being for 1995
£136 million and for 1996 £181 million, reflecting mainly the much
higher number of visitors, basically an extra 1 million visitor arrivals;
most of those, of course, are arrivals over the frontier. Mr Speaker, the
hotel...... [HON J J BOSSANO: Mr Speaker, what was the figure for
1996?] £181 million according to the Government Statistician. The hotel
occupancy figure is completely flat; it was 39 per cent in 1995, it was 38
per cent in 1996 and we do not know obviously what the figure is going
to be for 1997 although information provided to us by Gibraltar's leading
hotels suggest that they are having a much better year in terms of hotel
occupancy than in the past so let us hope that that augurs well for a
possible upward trend in hotel occupancy but that has not yet reflected
in any statistics that | have available to me. The arrivals by sea
reflecting mainly cruise visitors is up from 103,000 in 1995 to 122,000 in
1996. Yacht amivals are marginally up just by 200, from 16,100 to
16,300. The number of cruise liners is marginally up from 138 to 141,
these are always comparisons between 1995 and 1996. Arrivals of
coaches are up from 858 to 966 per month. Therefore there is steady
and encouraging if unspectacular improvements in the tourism sector
indicators. The news in the port, | think, is very much more encouraging,
Mr Speaker. The number of vessels arriving in Gibraltar increased by
20 per cent in 1996 from 3,528 in 1995 to 4,222 in 1996. The total
tonnage increased by 37 per cent. The number of ships calling in
Gibraltar for bunkers increased by a staggering 54 per cent in 1996,
from 1,631 in 1995 to 2,510 in 1996; all these figures according to the
information provided by the Government Statistician. In relation to the
finance centre, there is really a static situation as we await passporting
initially in insurance products and other promotional work that will now
begin to unfold. There is steady minute growth, really no growth , a
plateau in overall deposits; loans and advances have increased by 11
per cent in 1996 following two years of decline by 10 per cent in each of
1995 and 1994 suggesting that the banks are beginning to recover their
confidence in financing local business propositions but that is no more
than a suggestion. Imports, Mr Speaker, are up by 25 per cent, from
£380 million in 1995 to £475 million in 1996; and exports are up 26 per
cent at £217 million, from £173 million. So in summary, there is
encouraging growth in some indicators in tourism; a flat picture in the
finance centre; really very encouraging growth in port activity. In
general terms and on the basis of statistics available, it would appear
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that the economy is stable and showing tentative signs of picking up, |
would put it no more strongly than that. The closure of Kvaerner and
some of the, albeit reduced number of MOD redundancies starting
impacting, that may affect adversely whatever tentative revival may be
in place as will, of course, and as it is being affected at the moment,
especially in tourism and the retail sector, by the strength of the pound
against the peseta. Therefore, in conclusion, | would describe this
budget as a prudent balance between running budgetary surpluses of a
prudent amount; maintaining reserves and public debt at prudent levels;
but coupled with bold but necessary measures to stimulate the support
of the private sector through expenditure in support measures and
indeed by sacrificing income in a package of measures calculated to
stimulate the private sector. It also includes the balance, the need to
improve public services; Opposition Members know, it is something that
we used to say when we were on that side of the House, and the fifth
item that is carefully but prudently balanced in this budget is not just the
question of budgetary surpluses, public debt and revenue and
expenditure to stimulate the private sector, but indeed our medium and
long-term objective of reducing what is an unnecessarily draconian tax
burden on the people of Gibraltar. Mr Speaker, this budget seeks to put
in careful and prudent equilibrium all those, in some respects,
conflicting objectives for those that have to manage the public finances
and the economy and | therefore have no hesitation in commending the
Bill to the House.

HON J J BOSSANO:

Mr Speaker, the Government would have no problem in getting us to
agree with his recommendation in his last sentence if we could see it as
a careful and prudent equilibrium as he has tried to convince us that it
is. Let me say that occasionally one hears of an analysis that politics in
Gibraltar are conducted on an unnecessary adversarial basis and that
seems to have been anticipated by the Chronicle which started off
predicting that we were about to clash. As far as we are concerned, we
are not looking for a clash with anybody but | have to say that the
explanations that have been given in presenting the Estimates do not
appear to reflect what is in the Estimates and that is a problem because
grateful as | am to the Government that we have had them for 28 days
instead of the 14 that we are required to have them, if when we get here
we get told that the revenue is underestimated and the expenditure
overestimated, then for the last 28 days we have been working on a



premise that there was a gap which presumably may not be there at all
but we do not know whether there will be a gap or there will not be a gap
or whether it will be in the reverse direction. It remains to be seen, |
suppose, during the course of the year how close, and we will have an
opportunity at intervals to ask how revenue is doing and how
expenditure is doing, to see whether in fact the figures that are here
actually predict what is going to happen. But, of course, it is what we are
being asked to vote on and there are a number of things which the Chief
Minister has said, which as far as we are concemed are so self-evident
that | do not think anybody could disagree with the analysis that what we
need is fundamentally a sustainable economy and that that sustainable
economy has to be private sector led because there is no MOD to lead
it anymore. Indeed, that that is not just necessary for the sake of being
able to produce a revenue stream to maintain public services but indeed
fundamental to our whole fight for recognition of our right to self
determination and | remember the Chief Minister used to say to me that
I had abandoned that when he was in the Opposition. | do not think that
it is true, that we had abandoned it, in fact, | am glad to see that today
he has in fact said that the emphasis that we put in creating
infrastructure and creating a capacity, he said he hoped we would agree
with him that now what we need is to bring customers. That is true. But,
of course, without the place for the customers to go to we could be
wasting our time in bringing the customers. If the position today was as
it was in 1988 when we could not dispose of our refuse; when we could
not produce water; when we did not have electricity capacity; and when
we did not have telephones; he would not be marketing Gibraltar, there
would be nothing to market. So those things were necessary and
whoever was there had to do them before anything else could be done
and we would not have been able to do it entirely from the Government
resources because the resources were not there. That is why in many
areas we went into partnership with people from outside who invested in
creating the capacity, something which we never gave a title to but
which the United Kingdom in recent years have started to copy and calls
the private finance initiative where an infrastructure project is built by a
private contractor on the basis of doing the investment, building the
project and operating it and then charging the Government for the
service. Of course, some of those contracts indeed, the bulk of the
contracts, the big contracts, that have been listed as now being shown
in the Estimates are the result of that strategy, like Lyonnaise and the
refuse disposal, to mention two. And the supply of electricity which
would never have been possible if we had had to expand Waterport
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Power Station which was estimated , in 1988, to require something like
£15 million and at the time all the reserves of the Government were £16
million. So what happened was that OESCO provided the capacity and
sell the electricity to the Government who in turn sells it to the public. In
fact, the bulk of the statement from the Government, other than the final
part dealing with an assessment of the state of the economy, has been
dealing with a change in the presentation of the accounts. We do not
attach the importance to the change in the presentation of the accounts
that the Government do. If they want to present it like that they can and
if they do not want to they do not need to, it is a matter for them. But as
far as we are concerned, irrespective of how one presents the accounts,
what matters is what is really happening, otherwise if we are just
interested in presentation we are talking about optical illusions and we
stopped talking about that in 1992, no longer is it even in their
vocabulary, it never was in mine.

In looking at the Estimates let me just say, Mr Speaker, that perhaps in
the figures that the Chief Minister was quoting he may have got
confused between one figure and another. When | interrupted him to
ask about the £5 million of the borrowing of the last financial year it was
because in looking at the Estimates of Revenue and Expenditure
1996/97 that have been tabled, it shows £10 million of loan going into
the Improvement and Development Fund and it shows it being spent so
that in fact although originally it was intended to borrow £5 million and in
any case it would have made sense to borrow £10 million if there was a
facility there which would have otherwise been lost, since | remember it
was a facility for which we used to bear | think a quarter of one per cent
to have available and certainly the advice that we had was that the rate
above liable at which we were borrowing was as good as a prime
borrower could get in the London money market so that it was worth
retaining for that reason. So we would have agreed with the decision of
taking up the £10 million even if they had not been needed but it
appears, from the figures presented, that they actually were needed and
they actually were used.

HON CHIEF MINISTER:

If the hon Member will give way. Yes, Mr Speaker, there was an
element of mistaken information given. That forecast outturn is in fact
not going to be met, the real expenditure is less in the Improvement and
Development Fund than that forecast outturn but the hon Member is still



partially right. It seems as if of the £5 million which was actually put in
the Improvement and Development Fund, the £5 million that | was
referring to as having been drawn on the Barclays facility; it seems that
anything between £1 million and £1.5 million will turn out to have been
spent when we do the accounts for the Improvement and Development
Fund, the balance is left in the Improvement and Development Fund as
a balance carried forward. So of the £5 million we will probably have
spent between £1 million and £1.5 million and the reason why it appears
to the hon Member to have been the whole £5 million is that it seems
that that forecast outturn will tum out to be ambitious, an overstatement
to the reality when the account is drawn up which is presently being
done. That is the information that has been given to me during the tea
adjournment.

HON J J BOSSANO:

Mr Speaker, | am grateful for that information. | assume therefore that
on the basis of that clarification we still have to consider the money as
not being available because, in fact, it is committed in the sense that
what will happen will be that instead of having been spent in March it
may be spent in April or May but it is for an on-going project which was
assumed to have been completed by the end of March. I think the Chief
Minister used that same analysis when | asked him, during the course of
the year, about questions on the money that was available in the
Improvement and Development Fund for certain projects on workshops
and he told me that it was not available because it was committed, even
if it was not done before the end of the year. So | am just repeating the
argument that he used in answer to my question.

When | look at page 3, in trying to assess what is the position today and
the position that we are facing in terms of the estimated finances of the
Govermment of Gibraltar in order to judge just how prudent the
Government are being, | think | have a problem which | would be happy
to give way if somebody can clarify for me, and that is, that we start of
with a position of a forecast consolidated balance on the 31 March of
£593,000. In order to find out how we get there we need to look at the
forecast outturn for the previous year that has been circulated and there
on page 2 we see that there is a figure for the consolidated fund balance
on the 1 April 1996 of £2,443,401, at the top of the page and an
estimated deficit for the year just ended of £1.8 million leaving the
£593,000 which then appears in the other book. Unfortunately,
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notwithstanding their desire to put in all sorts of extra information, they
have left out information that was available last year and in every
previous estimates presented to this House and that is the assets and
the liabilities of the Government as at the end of the preceding financial
year, that has been left out of this year's Estimates. That is what would
enable us to explain the figure at the top of the page. In the absence of
that information, what | have done is look at the figures showing the
actual revenue in 1995/96 which is on page 3, | am still on the 1996/97
book, and looked at the actual expenditure 1995/96, and | have for
revenue £71,971,000 and for expenditure £71,483,000 which produces
a surplus of £488,000, if we take the actual revenue and the actual
expenditure. The audited accounts for 1994/95 left a Consolidated Fund
balance of £1,073,956 and therefore we would need to have a surplus
of £1,369,445 to get to the figure on page 2 and that is not the surplus
that is shown in this book. The surplus that is shown in this book is
£488,000 so | would like to know where the other £900,000 are because,
of course, that figure is the one that produces the first figure in the first
line on page 3, and | cannot understand how that could possibly be
wrong since that is supposed to reflect the final audited figure. In the
case of the April 1995 figure, the audit was done in December 1995,
one would expect, it may not be available to the Govermment it is
certainly not available to the House, | know the Chief Minister used to
complain that the audited accounts for the preceding year were not
available at this point but, in fact, the summary that was provided in the
Estimates was a one page summary which gave the net effect of all the
special funds and the net effect of the Consolidated Fund and the
Improvement and Development Fund of the preceding year. In the
absence of that, as | have said, | have done the calculation based on an
assumption of accuracy in what is here and that produces a figure
which, unless somebody can correct it for me, would mean that the
actual starting position of the Consolidated Fund balance in March 1997
would not be plus £593,000 but minus £289,000 and it would mean that
the Consolidated Fund balance, not that it is any big tragedy, but it
would be the first time that the Consolidated Fund balance has actually
been in the red at the end of any financial year. Of course, every single
figure on page 3 after that would be wrong if that was the case. | cannot
explain it because it is something that should not be happening given
that of all the figures the only one that is supposed to be 100 per cent
accurate is the March 1996 outturn and the March 1996 outturn is being
shown as being £2.4 million.



HON FINANCIAL AND DEVELOPMENT SECRETARY:

If the hon Member will give way. Could | just say to the Leader of the
Opposition that | have full confidence in the figures that are in these
Estimates but | do not have available to me all the prior year accounts
but | will be happy to look into it once we have adjourned for this
evening and we will come back to him if there is something in it.

HON J J BOSSANO:

Mr Speaker, | am afraid | am not sure. The point | am making has
nothing to do with all the prior year accounts. | am talking about the
figures that he has produced in this House and the figure that he has
produced in this House is that in the year ending March 1996 there was
a surplus of £488,000. That surplus is not shown but it is obtainable by
taking from that same book the total revenue and the total expenditure
which is the fourth column on every page. If we go to page 3 and we
look at the actual revenue 1995/96, it says at the bottom of that column
that the actual revenue was £71,971,000. | am assuming that that is
correct, | am not assuming that that is wrong. And | am assuming that
the expenditure summary which is on page 8 which shows £53.133
million from the appropriation and £18.349 million Consolidated Fund
charges producing a total of £71.482 million is also correct. Having
taken it for granted that those figures are correct, | have subtracted one
from the other and that leaves me with £488,000. But £488,000 will not
produce what page 2 says is the Consolidated Fund balance of 1 April
1996, it cannot because in the audited accounts that have already been
tabled in this House, the figure for the preceding year is £1,073,956 and
if | add £488,000 to that | do not get £2,443,000. It is not a question of
going back many years, | am talking about one figure for one year and
what | am saying is in fact that that would have been possible for me to
establish beyond any doubt if in fact this year we had had included, as
in every previous year we have had included, the summary of the
Government assets and liabilities at the end of the preceding year which
is, to some extent, reflected in that fourth column that | have been
quoting but it is not complete because it does not give us the balances
at the end of the financial year in all the other Special Funds. The year
that has just ended therefore has either in the Consolidated Fund a
small balance of under £600,000 or is actually in the red and in the
course of the next 12 months the Estimates show a surplus of £7
million. The Chief Minister has already acknowledged that in fact that is

29

due to the decision to retain the Social Assistance Fund, which we
welcome, but of course if it were treated with the same methodological
approach to recurrent spending then really the recurrent spending this
year is £6 million higher and really it is £1 million surplus and the
reserves at the bottom line would be £6 million higher. So the effect
would be that the dissolution of the Special Funds would be £17 million
instead of £11 million. The bottom line does not change but of course
we are looking at recurrent expenditure and in assessing the recurrent
expenditure the only saving grace really, as far as.....

HON FINANCIAL AND DEVELOPMENT SECRETARY:

If the hon Member would give way. Just on this question of whether the
balance being carried forward is correct. Of course, the confusion
between us may be that in fact what the hon Member is not doing is
adding it to the balance for the Consolidated Fund at the start of that
financial year. So one has got to take the balance at the start of the
year, the income added to that year, the expenditure in that year and
then that produces the balance. | think if the hon Member was to do that
he would see that it is £1.9 million, it started a balance at the front of
the end of the year to which one adds £0.5 million which produces the
£2.4 million. But | do apologise if that was not clear from the forecast
outturn that we have presented.

HON J J BOSSANO:

Mr Speaker, where does the Financial and Development Secretary get
the £1.9 million from?

HON FINANCIAL AND DEVELOPMENT SECRETARY:

| am just looking at a set of the draft accounts to be published for the
1996/97 financial year that have not yet been published because they
are still awaiting completion of the audit and that shows just in rounded
figures a balance at the start of the year of £1.955 million to which one
adds the figure that the hon Member said of the difference between
£71.9 million and £71.48 million. If one adds those two together one
gets the balance carried forward of £2.4 million. So | have absolute
confidence in that figure.



HON J J BOSSANO:

Mr Speaker, | do not know what the Financial and Development
Secretary is quoting as the £1.9 million but | am referring to the audited
accounts 1994/95 and therefore the 1995/96 addition | am adding to the
figure that is available. What he is saying is that in fact at the beginning
of 1995 there was £1.9 million, is that correct? It is not information that
is available in anything that is here? [Interruption] Yes, it has always
been, this is the point | am making. There was always a statement.....

HON CHIEF MINISTER:

| beg your pardon. | think the starting point on page 3 has always been
the opening balance as carried forward at the end or at the beginning of
the financial year in question. This idea that we go back, how many
years, | have not seen that. | have got the previous year's Estimates
here and it does not appear there.

HON J J BOSSANO:

Mr Speaker, we are not going back 100 years, | am going back 12
months. The Estimates for 1996/97 presented in this House contain a
statement of assets and liabilities which explains what was the result of
the Consolidated Fund at the end of the preceding year based on
audited accounts. That, which were the first two pages of the
estimates....

HON CHIEF MINISTER:

What have assets and liabilities got to do with the opening balance of
the Consolidated Fund? '

HON J J BOSSANO:

If the Chief Minister were to look at page 3 of the Estimates tabled last
year by him but prepared by us. [HON CHIEF MINISTER: Tabled by the
hon Member.] Well, tabled by me originally and then re-tabled by him
after the election. This is the book that was tabled by this Government
here and it contained on page 3 what it used to contain every year;
Statement of Liabilities at 31 March 1995 and there it says,
Consolidated Fund balance in April 1994, £2.1 million. It then shows
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deficit for 1995, £1 million and it says Consolidated Fund balance in
March 1995, £1.073 million. Therefore if that was the position in 1995
the surplus achieved in 1995/96 must be added to that. How else does
one do it? If we look at page 5 last year, which is the equivalent of page
3 this year, he will see at the top of the page £1,073,956 which is the
equivalent of £593,000 this year but the £593,000 is not explained but
the £1.073,956 last year is explained. It is explained by going to the
bottom of page 3 and there we find where it comes from. In the absence
of page 3, in looking at the £593,000 | then go back to the balance in
1996. Therefore if the balance in 1995 shown here is £1 million and the
balance that we are being asked to look at in this House today is £2.4
million then | want to know how the £1.4 million got there. | am not
going back 100-odd years, | am asking a question about a document
that has been tabled today for debate in this House.

MR SPEAKER:
1 do not think this is a question and answer session.
HON J J BOSSANO:

No, it is not a question and answer session but, Mr Speaker, this is the
first figure on page 3.

MR SPEAKER:
That is the point you are making.
HON J J BOSSANO:

Yes, the point that | am making is that if the first figure on page 3 is
wrong and | cannot for the life of me understand how it could be, but it
appears to be, then it seems to me, | am not going back hundreds of
years, it seems to me a perfectly legitimate function which ought to
please people who want to be scrutinised, that is what | am doing, doing
the job | get paid to do, scrutinising it. They do not seem to be able to
understand that. It is no good saying that we are going back 100 years
because | am not. If in fact we look at the projected position at the end
of the current financial year, then of course we have got a balance after
this year's operation which based on the methodology of putting all the
recurrent costs against all the recurrent revenue and not having any



money going into any Special Fund really shows that the Government
are saying to the House that of the money they expect to be collecting
this year, they need approval to spend a sum of money which taking
into account what is being spent in the SAF effectively means a balance
of £1 million and that £1 million is either going to produce £1.593 million
if the £593,000 is right or if the £593,000 is wrong and we have a minus
to start off with, it is going to produce a figure of £802,000. When we
move further down then we have this decision to dissolve all the Special
Funds and to transfer the money into the reserves and to make use of
them. The effect of that, and | will come back to the wisdom or
otherwise of dissolving all those Special Funds, but going down that
route the figure would then be either £13.9 million or £13.1 million,
depending on which of the two at the beginning is correct. What are the
implications of that position? Well, the implications of that position are
that given that now there are no rainy day funds or anything else, the
total transparent reserves of the Government which we are being asked
to consider prudent, is a Consolidated Fund balance of between £13
million and £14 million, assuming the accuracy of everything else, it
could tumn out to be much more rosy because expenditure has been
over-estimated and revenue has been under-estimated but | am working
on the basis that this is correct. If we compare that, not with the situation
that was inherited in 1996, which the Chief Minister has asked us to
compare it with, but to the position that was inherited in 1998. Here we
are looking ahead to March 1998 and how does March 1998 compare to
March 1988; 10 years earlier and with what we inherited to see just how
better off or worse off the finances are today? Well, the position is that
the prediction for March 1998 is that the general revenue reserves of
the Government collectively will be £1 million less than in 1988, that is
what these figures show. In 1988 the Government had total reserves of
£16.44 million. This produces total reserves of just over £15 million, £1
million less. If £1 million less than in 1988 is a prudent target all | can
say is that we did not think those reserves were good enough in 1988
and in 1988 the personal emoluments of the Government were £20
million and the pensions charge on the Consolidated Fund were just
over £3 million and today the pensions are £9 million and the personal
emoluments £33 million. Those are things that cannot be avoided. If
one decides to spend £1 million on advertising, well at the end of the
day during the course of the year if the money is not coming in one just
advertises less but of course if we are appropriating £33 million on
personal emoluments, other than the explanation that we have been
given that if now we are voting money for people who do not exist and
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who are not going to exist which seems an odd thing to want to do but
that, as | understand it, is what we are doing but of course, however
transparent the Estimates may be they are not so transparent that we
can actually see whether the body is there or not. So when we have
looked at the complement and we have looked at the money what we
have seen is that the money coincides with the bodies, it did not always
happen in the past. When Estimates were brought to the House before
if there were posts on the complement that were unlikely to be filled the
appropriation in the budget was cut. If there was a job that was going to
be filled in December we did not ask for money for 12 months, we
asked for money for three months. Quite apart from anything else,
assuming the Government are interested in controlling public spending
which they say they are, is that it is much easier to control public
spending if one has got the money there for three months than if one
actually produces money for people who do not exist at the beginning of
the financial year because then that money is there and as the Chief
Minister pointed out last year, there is no problem in viring money from
one subhead to another subhead and making use of it to finance
unexpected overtime or whatever. So when we analysed the Estimates,
of course what we saw was that the personal emoluments were going up
from a forecast outturn of £30 million to just over £33 million, part of
which may not be additional spending because in fact it was coming
from a saving elsewhere but even the figures, the 11 people who were
previously paid by the ETB or Mr Canepa who was previously paid by
the GIB, | do not think that brings us very near to the £33 million. We
are talking about, | think, the biggest appropriation change in personal
emoluments from one year to the next, certainly in all the 25 years that |
have been here. The position in the budget provided in 1996 was
£29,387,000. The outturn of £30.4 million | think is accounted by the
normal movement in the course of the year both in movement up the
salary scales and of course in the pay review plus the addition of some
jobs which have not been listed in the list we have been given today of
who is going to be employed like of course the media representative
who came in during the course of last year, the media expert that the
Government have got. But that is part of the £1 million increase but a
£1 million increase between the estimate at the beginning of the year
and the outturn at the end is not an unusual change, that is why we put
£1 million in supplementary funding for pay reviews. In fact, if we look
at the personal emoluments actual for 1996 it was £29,017,000.
Therefore the provision in last year's budget over the preceding year
was £380,000 and that is the way the budget has tended to normally



move. That is to say, that within the estimating for personal emoluments
from one year to the next since, for example, the pay reviews come in
during the year but then at the beginning of the financial year one is
financing a full 12 months of the increased pay, it is normally based on
the actual result of the preceding year plus a few hundred thousand
pounds. Well, the increase we are providing this year is 10 times the
normal and 10 times the normal is not consistent with the explanation
that we have been given of the approach of the Government to provide
a limited additional manpower input in terms of the size of the public
service. When we have looked at the Estimates to try and understand
what is actually taking place, what we have seen is that in fact the old
and the new complements show 18 AAs which is the bottom layer of the
system but it shows an increase in top management. It seems peculiar
to us to introduce improvements into a system where one has more
chiefs and less indians and.... [Interruption] No, we did not get rid of the
indians, we got rid of the chiefs, but the Government are putting more
than there were there before, Mr Speaker, that is the problem. The
problem is that when the Government list all the contracts which are
now being done he does not seem to understand that if there are people
in Lyonnaise they are the chiefs who used to be in the service before
and are now in Lyonnaise still being chiefs; and that if there are public
services being contracted out the monitoring of the delivery of that
service is one thing but the actual management role has gone. So we
have now got a ratio of grades at the top to grades at the bottom which
is higher than it has ever been before assuming, of course, as we have
assumed, that all the posts in the establishment are intended to be
filled. If they are not intended to be filled then until we know which are
filed and which are not filled we cannot be sure whether the
Appropriation Bill that is before the House is in fact a reflection of what
is actually happening in the Government.

Mr Speaker, the position therefore as we move forward is that unless we
have got a level of spending which is not going to materialise and
therefore levels of reserves which are going to be higher than shown in
a non-changing situation just to keep an unchanged position on public
spending at this level relying on a Consolidated Fund reserve as the
only reserve now left, would mean that in two years the requirements of
the Social Assistance Fund would be enough to leave us high and dry,
with nothing left. That is an extraordinary situation to be in after the
efforts of eight years to build up a stronger fallback situation than the
one that existed in 1988 because we thought in 1988 that that position,
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which historically reflected a Gibraltar economy with a very strong MOD
presence where one could in fact in looking at one's income for the next
year one could actually say down to the last penny how much money
one was going to get because it was MOD-led. When we are talking
about a private sector-led economy, as we both are, Mr Speaker, if the
figures that | am quoting are not there then all | can say is that that is
what has been distributed and what we have been looking at for 28 days
and what we have been looking at for 28 days is a position where at the
end of March 1998 there will be £1 million less than there was at the
end of March 1988.

HON CHIEF MINISTER:

If the hon Member will give way. What does the hon Member mean
when he says relying on the Consolidated Fund reserve being the only
reserve now left when he has already heard me say, whatever reserves
are now left are £5 million higher than the reserves that he left me? So
what does he mean by reserve now left as if some reserve has
disappeared into a black hole? The reserves have increased; it is true
that they are now in the Consolidated Fund whereas before he used to
hide them in Special Funds and in the Savings Bank reserve but the
reserve is still there; the reserve has not been depleted; the reserve has
increased. So what does he mean when he says the only reserve now
left, giving to understand that before there were more reserves which do
not exist now? Another thing is whether he likes the idea that this
coming financial year | am going to spend some of those reserves but
this is looking into the future. The reserves that he left are intact and
have grown.

HON J J BOSSANO:

| will give way to him if he feels he needs to interrupt, Mr Speaker, but
in fact he does not listen, he gets worked up and he does not listen. |
said in March 1998, and we are not in March 1998, we are in 1997; |
said in March 1998 on the basis of the Estimates that are being put to
this House by him, in March 1998 he will already have put Gibraltar with
£1 million less than there was in 1988 in its reserves, that is all | am
saying.



HON CHIEF MINISTER:

Yes because | may be spending £20 million of it, absolutely right, so
what?

HON J J BOSSANO:

Well, OK, so what? Mr Speaker, he is entitled to say so what and | am
entitled to question the wisdom of doing it.

MR SPEAKER:
You cannot interrupt unless you ask for permission.
HON J J BOSSANO:

Mr Speaker, he has put forward a case in which he finishes saying that
this is the right balance of what is prudent. All | am doing is exercising
the right that | have got to question the judgement of how prudent he is
being and | cannot understand why he wants to be so transparent, to
give us more information and then he gets so hot under the collar when
anybody questions that he may not be infallible and that he may have
got it wrong. | am not accusing him of hiding it, taking it away; all | am
saying to him is if these figures prove to be right and they may be, in
fact, as he indicated which of course changes the analysis, they may be
cautious in both directions. They may be cautious in assuming no
improvements in revenue, although he qualified that afterwards. He
qualified that afterwards when he said that he was being cautious in
revenue estimating what he meant was that the revenue would probably
be higher than estimated as a result of the Arrears Unit. Well, if in fact
the revenue is higher as a result of the Arrears Unit then that
improvement will reflect in these figures in the future but that does not
still explain how it is that there is no anticipated improvement generated
by any of the economic activity that the spending of the Govermment is
supposed to be bringing about.

We have heard very little from the Chief Minister about what is going to
be done in relation to the MOD cuts. | expect the Hon Mr Montegriffo
intends to tell us more about that. But one thing is obvious, they
certainly do not believe in the methodology of Deloitte Touche, that is
obvious from these Estimates because Deloitte Touche produced all
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their calculations on the premise that if the MOD reduced their spending
by £28,000 the economy lost one job; and if one used £20 million of
reserves and spent them that has the same impact in terms of induced
and indirect employment as if the MOD spent £20 million and if one
divides £28 million by £28,000 that is an awful lot of jobs and that is not
reflected here. So what we have here is no assumption of growth in the
economy. | know that sometimes hon Members used to say that we
were judging the growth of the economy by the effect of Government
revenue. Well, that is a perfectly legitimate way to judge it and a lot of
people do it and given the fact that at least now he knows that | was not
keeping from him employment statistics because he is getting them at
the same time as | used to get them which is at the same time as he
used to get them and presumably it will be the same time as | will get
them as well, but | can tell the Chief Minister that if there is a way of
improving the accuracy or the production of those statistics that is good
news. But what was done by the Tax Office was an improvement on
what was there before because at the very least one thing that is clear
now is that the figure we get of people employed is based on the figure
of people who have actually paid tax and there is no question about that
figure being wrong. Whereas before it was based on employers' filling in
a questionnaire and those employers had to be chased lots of times and
in any case it did not always mean that what every employer put down
on the questionnaire was always accurate whereas what the employer
actually sends on the P8 to the Tax Office, which is the basis of the new
Employment Surveys, there can be no doubt about the accuracy of that.
But | accept that it does mean that has got to wait until the P8s are in.
So we thought that gain in accuracy was worth it given the fact that
before there really was absolutely no way of cross checking that
information against any other source whether it was the ETB, the Social
Insurance or the Tax Office or anything else because we were getting a
source from surveys which actually disagreed with every single other
estimate made from every other single source. Certainly, if the figures
that had been quoted showed a slight increase in the totals, then we can
be sure that that is happening because those people are paying tax. But
the point | am making, of course, is that there is no indication here that
the spending that is taking place will have an impact on employment
levels and on economic activity and on revenue yields and on import
duty which would be consistent with putting that extra money in the
economy.



I will return to the question of the dissolution of the Special Funds and
the fact that the Chief Minister got so upset because | said it is the only
reserve they have got. Well, it is the only reserve they have got
because, of course, one of the things that they have done with which we
totally disagree has been to eliminate the Sinking Fund. The Sinking
Fund, and indeed some of the other funds which have been dissolved,
were not introduced post-1988, they had been there for a considerable
time and there is a reason for those funds being there. The reason is
quite obvious, if we look at the audited accounts every year we find
against every loan a provision which is in fact amortising that debt as
one gets nearer to the maturity date so that when the maturity date
arrives one does not have a loan of £50 million that one has to pay back
which in the absence of the Sinking Fund one has to pay back out of the
Consolidated Fund. There is not £50 million in the Consolidated Fund
and it is not expected to have £50 million in the Consolidated Fund but
if there is a Sinking Fund for the £50 million then one says, "If | have
got 10 years left to pay that loan | put £5 million in every year and then,
of course, the interest of that £5 million gets put back”. That is how it
has always been done, we did not invent it. What we did differently,
which the Government do not agree with, and we did not do it in order to
deprive them of information or to deprive this House of appropriation,
we decided that since the money that had been borrowed had been
used for capital investment to generate activity which was commercial
activity, we would try and match the repayment of those loans from the
income streams generated from business activity like corporation tax.
So we said, we will put the corporation tax into the Sinking Fund so that
if we are investing in capital projects we try, conceptually, to have the
equivalent of a commercial relationship between where the money from
the loans are being put and where the money to repay the loans is
coming from. The fact that the Government want to show it in the
Consolidated Fund need not have stopped them from leaving the
system on the basis that the company tax came into the Consolidated
Fund and then the Consolidated Fund put money into a Sinking Fund
which is in fact something that was happening previously in relation to
debts which were repaid before. It is no good saying, why am | saying
the only reserve is in the Consolidated Fund? Well, because in 1988
and since 1988, in our time and before our time, the general reserves of
the Government were considered to consist of the Consolidated Fund
and the Sinking Funds and if the Sinking Funds do not exist then one
cannot compare the Consolidated Fund in March 1988 and 1998 without
looking at the Sinking Fund in 1988 which was then described as part of
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the general reserves of the Government in the audited accounts of that
year and the same is true of the Improvement and Development Fund.
So the calculation that | have done in fact is to look at the general
revenue reserves March 1988 and March 1998 on a like for like basis
and on a like for like basis we are £1 million down at least. If we look at
other areas of the dissolutions and the transfers of the Special Funds,
well the Government said the Coinage Fund has been done away with
because we created a Coinage Fund, well the House was not being
deprived of appropriating money from the Coinage Fund, no money was
ever used. All the money that was generated by the decision to issue
Gibraltar coinage has all been there since the day it started. There was
a total in March 1997, which is shown in these Estimates, of | think it
was £2.8 million and that is all the money that came into the Coinage
Fund after meeting the operating costs without the money being used
for anything else. So it is not that that money was not there as a
reserve, of course it was there as a reserve and it could be made use of
but this is not being made use of in a case of particular need. | can tell
the House that when we first issued circulating coins in Gibraltar the
advice that we got was that there was no requirement in the law to
match the number of coins in circulation with an equal reserve of money
as there is in the case of notes but that most jurisdictions thought it was
prudent to have some reserves. In the case of currency notes we are
required to have 110 per cent of the notes in circulation, 10 per cent
more in reserve than there is in circulation. So that if we have got £10
million in circulation we have a reserve account of £11 million. In the
coins there is no legal requirement but we were advised that it was
prudent to have some reserve. Theoretically people who are using
Gibraltar coins as opposed to using Gibraltar notes have got the same
right to tum up tomorrow and say, "I want my money in sterling” and one
has to replace the coins with sterling the same as one has to replace the
notes with sterling; whether it should be 50 per cent of the coin issue or
more or less is a matter of judgement but it is certainly not prudent to
have no coinage fund backing the coin issue, that is not prudent, it is
permissible and it is legal but it is not prudent. The Government are not
only using the profits from this year's issue of coins but the profits from
every year's issue of coins since coins started to be issued because we
never touched one penny of those profits. So if the Government choose
to highlight the revolutionary character of the changes let us be clear
that not all those revolutions are revolutions that we think are
particularly wise but we do not reject for one moment that they have got
absolutely every right to do it if that is what they want to do. If that is



what they want to do then we have to say that we think it is part of our
job to point out that there was logic to some of these things and that
therefore wiping them all out on the basis that if they were done by the
GSLP by definition they must be bad and therefore they must be
eliminated, it does not necessarily follow. Certainly the level of
information that is being shown is one that was not there not just
recently but ever and it may well be that the way that we do our
accounts here does not follow the way they do their accounts in the
United Kingdom, it probably follows the way they do their accounts in
every other colony, | would imagine and that is where it came from.
Certainly when we came in we did not invent the telecommunication
fund, the telecommunication fund was there. The difference is that we
could not have dissolved the telecommunication fund in 1988 because it
was £1.5 million in the red so it would not have done us much good
dissolving it. The difference is that we put the money not just from the
investment that had been made by the previous Government, which
was producing a return to that fund, but from the investment that we
subsequently made with Nynex into that fund on the basis that it was a
fund that was available if we ever wanted to make use of it and, in fact,
the provisions of the Ordinance say that if there was money over and
above what was required for that fund, that fund might have given us
the possibility of investing in telecommunications if that was something
that we wanted to do. But the money that was in that fund was money
that is not going to be there in the future because it has been transferred
into the Consolidated Fund and it is intended to be used in the
Improvement and Development Fund. So each of those moves leads to
the conclusion that having everything in the Consolidated Fund reserve
is not necessarily such a good thing from the point of view of the
prudent management of the public finances. It may well be that the
Chief Minister feels so strongly that it is something that we should have
to vote in this House every time we spend a penny that irrespective of
any other consideration that is how it should be. The position therefore
in terms of the public debt and, Mr Speaker, after the 1995 budget we
were accused of creating a debt which would be a millstone around the
necks of future generations of Gibraltarians and shortly afterwards,
given that we were not able to persuade them by reference to the
accounts that it was not such a millstone, we decided to use the £30
million in the Sinking Fund to repay the debt to show that in fact we had
been conscious of the need to make provision for the future so that it
would not be left to fall on the resources of one particular year to have
to meet debt repayments. Well, that is where we are going now and |
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really feel the Government should think seriously about the wisdom of
not having any Sinking Fund whatsoever of any description for the debt
that was there from before and for the debt that they have already taken
on and for the debt they propose to take on and, certainly if we look at
the Improvement and Development Fund it is quite obvious that this
level of expenditure would not be repeatable after 1998 without
substantial borrowing, unless the millions of tourists pouring across the
frontier which the Statistics Office calculate are spending hundreds of
millions of pounds which means that they can no longer just be buying
cheese, as the Chief Minister said during the election campaign, unless
we are importing hundreds of tons of cheese; unless that is reflected in
huge increases in revenue for the Government then any capital
investment will require more debt and to go into more debt without a
provision for setting aside money for the repayment of the debt is not a
wise thing. In terms of the recurrent expenditure, the problem that we
have with the presentation that has been given is, in fact, that whether
those £3 million extra on personal emoluments are there or not there,
makes a very significant difference to the result and not only this year. If
we are talking about the cost of the public service being 10 per cent
higher one year, this is only the beginning, we all know people are on
salary scales, the salary scales have got annual increments, it then
leads to pensions and the pension bill already is £9 million. The
Government will find that when we look at this we will look at these
Estimates or any other Estimates on the basis of asking ourselves which
is the way we would tackle this and if we feel that what they are doing is,
in fact, taking a risk that we do not think is wise, then we will give the
benefit of our advice which they can take or disregard.

Therefore | want to respond to what the Chief Minister said about having
been in Government when the decision was taken to close GSL as an
operation. If | think about it | would not want to reopen it because of the
risk that people working for a Government company would somehow
not be as market orientated as they would be if it was a totally privately
owned enterprise. | think that there is an element of that but it is a
matter of degree. It does not always hold true and it does not always
hold to the same degree. | do not think, for example, anybody can
question that the performance of JBS compares with that of any private
construction company in Gibraltar and many of the people in JBS are
ex-GSL who opted not to take redundancy. Everybody at the time of the
yard closure, everybody had a commitment given to them that they
could either take what were very generous redundancy terms by



comparison with any other employer; two years pay for eight years
service was paid to every worker, or he had to accept altemative
employment in what was available because we were talking about a
situation where we had 600 people working in that yard and it was not
possible to keep 600 people working. The nature of the business meant
that it is not like the yard was in 1996, Mr Speaker, when we had 100
industrial workers and a back-up of 300 or 400 when the three dry docks
were full. We had a situation where when the three dry docks were full,
the 600 were employees and when two dry docks were full one-third of
the workforce had different work to do. | do not think the yard could ever
operate with a direct labour force anywhere near the size it was up to
1992. | think the nature of the market does not permit that kind of
operation. But | have to say that even when it was closed in 1992,
frankly it was not that the people were not responding. | do not think one
can say that even the position that Kvaerner tried to impose on people
was a reflection of people's lack of commitment to work. The
fundamental thing was what does one do when there is no work? Really
what Kvaerner was saying was, "when there is no work | send you home
and | pay you but then you have got to come and do those hours free
when there is work™. The nature of the shiprepairing business may be
one that provides fluctuation but nobody else in Gibraltar is required to
work on that basis irrespective of changes in supply and demand for
their labour and that is a very serious route to go down on to take a
position like that. Certainly with 600 people there is absolutely no
mileage but we sincerely believe that the Govemmment will have the
greatest of difficulty in getting somebody in to take over the yard with no
Govemment involvement and we believe that the longer the yard is
closed and out of the market the more difficult their job will be. That is
what we believe, having been through this scenario twice ourselves
involved directly with the Naval Dockyard closure, the A & P Appledore
closure and then the need to close GSL and bring in Kvaemer in 1992.
So the answer is that we believe that the only way forward really is to try
and come to an understanding with Kvaemer that they depart now and
not in April next year, try and do a commercial arrangement on
whatever it is that needs to be done on the basis that they are
complying with the notice but not complying in a way that is satisfactory;
and for GSL to come in in partnership because they will need a partner
to bring in work from outside, but we are actually losing opportunities of
limited shiprepair work which was being done prior to Appledore coming
in. The Blands Shiprepair Yard at the Rotunda, without dry docks and
without wharfage, sending workers out to ships tied in the bay was able
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to generate enough routine maintenance work to keep 80 people
employed. They went out of business because Appledore came in with a
Government subsidy from the United Kingdom and took the 80 jobs
away from them and their clients away from them and those were the
ships that were done not in dry dock but alongside. So that, Mr Speaker,
as far as we are concerned, the reason why having been involved in
closing the yard when it had 600, we are now proposing that that is the
route and we, of course, will see whether in fact when we come to the
Improvement and Development Fund whether there is a token figure
there, the Government will be in a position to tell us something more
about what they think is likely to happen with the possibilities of
restoring shiprepairing over the next 12 months. We are going to be
voting £100,000 for that purpose, | take it. Equally in the Improvement
and Development Fund we have a number of references to Konver
Projects which presumably we will be able to get some extra information
on because we have had no indication that there is a strategy for the
next 12 months to deal with the MOD or indeed an evaluation of the
impact on the Government finances which obviously is not going to be
the disaster painted by Deloitte Touche but which nevertheless every
single person who loses their job in the MOD is one person that will look
to the Government for a way forward and which will be one less
contributor in helping Government finances in dealing with other
commitments in the provision of public services. So <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>