REPORT OF THE PROCEEDINGS OF THE GIBRALTAR
PARLIAMENT

The Third Meeting of the Eleventh Parliament held in the
Parliament Chamber on Thursday 3" April 2008, at 2.30 p.m.

PRESENT:

Mr SpeaKer ... ..ot (In the Chair)
(The Hon Haresh K Budhrani QC)

GOVERNMENT:

The Hon P R Caruana QC - Chief Minister

The Hon Lt-Col E M Britto OBE, ED - Minister for the
Environment, Traffic and Transport

The Hon F J Vinet — Minister for Housing

The Hon J J Netto — Minister for Family, Youth and Community
Affairs

The Hon Mrs Y Del Agua - Minister for Health and Civil
Protection

The Hon D A Feetham — Minister for Justice

The Hon L Montiel — Minister for Employment, Labour and
Industrial Relations

The Hon C G Beltran — Minister for Education and Training

The Hon E J Reyes — Minister for Culture, Heritage, Sport and
Leisure

OPPOSITION:

The Hon J J Bossano — Leader of the Opposition
The Hon F R Picardo

The Hon Dr J J Garcia

The Hon G H Licudi

The Hon C A Bruzon
The Hon N F Costa
The Hon S E Linares

ABSENT:
The Hon J J Holliday — Minister for Enterprise, Development and

Technology and Deputy Chief Minister

IN ATTENDANCE:

M L Farrell, Esq, RD — Clerk to the Parliament

PRAYER

Mr Speaker recited the prayer.

CONFIRMATION OF MINUTES

The Minutes of the Meeting held on 5" December 2007, were
taken as read, approved and signed by Mr Speaker.

COMMUNICATIONS FROM THE CHAIR
MR SPEAKER:

Yes, earlier in the week | took the view that one of the questions
submitted by the Hon Fabian Picardo last Thursday for oral
answer by the Government during the present meeting of
Parliament, offended against Standing Order 17(1)(iv) which
reads, | quote, “the right to ask questions shall be governed by
the following rules, as to the interpretation of which the Speaker
shall be the sole judge. A question shall not contain any
argument, inference, imputation, epitaph or ironical expression”.



Erskine May, at page 346 of the 23" Edition, 2004 Edition,
advises, “questions which seek an expression of opinion or
which contain arguments, expressions of opinions, inferences or
imputations, unnecessary epitaphs or rhetorical, controversial,
ironical or offensive expressions are not in order.” Standing
Order 17(2) provides, “if the Speaker is of the opinion that any
question of which a Member has given notice to the Clerk,
infringes any of the paragraphs of this Order or is in any other
respect inadmissible as not complying with the rules of the
Parliament or as constituting an abuse of the right of
guestioning, he may direct that it be returned to the Member
concerned as inadmissible”.

Far from simply directing the Clerk to return the question as
inadmissible, 1 wrote to the hon Member and caused to be
delivered to him by the Gentleman Usher a letter setting out my
reasons for exercising my powers under Standing Order 17(2).
Erskine May further advises at page 343, | quote, “when a
guestion has been refused and the Member concerned wishes
to make representations to the Speaker on the matter, the
practice is for these to be made privately to the Speaker and not
raised by way of Point of Order in the House.”

The hon Member wrote to me later that day not to make
representations but to express his disagreement with my
decision. We spoke over the telephone shortly after | received
his letter and we ended a very cordial conversation agreeing to
disagree. While the hon Member is entitled to consider himself
at liberty to inform the news media that in the light of my ruling
he will not be asking the particular question after all, it is
regrettable that contrary to his own recognition that
“Parliamentary procedure provides that he has no alternative but
to accept my ruling”, he should have chosen to air his dissent in
the news media quoting extensively from our respective letters.

The Parliamentary practice that | have quoted from Erskine May
is derived from the proposition, “the Speaker is the final authority
as to the admissibility of questions”, and that is taken from
Erskine May at page 342 and is aimed at ensuring that the

Speaker does not have to enter into a discussion of his decision
in the House, let alone in the news media, some components of
which are content to describe this difference of opinion as a row
or a storm where none exists. For the record, | do not row with
hon Members who | have sworn to serve.

When | was first appointed to this distinguished office three and
a half years ago, | pledged to uphold the dignity of the House, a
commitment | was happy to renew upon my re-appointment a
few months ago. | believe that that objective can be best
achieved by my strict adherence to the Parliamentary practices
and traditions that have evolved over the centuries at
Westminster, as expounded by Erskine May. | would be grateful
if all the hon Members of this august body were to assist me by
doing likewise.

DOCUMENTS LAID

HON CHIEF MINISTER:

I have the honour to lay on the Table the Annual Accounts of the
Government of Gibraltar for the year ended 31 March 2007.

Ordered to lie.

HON MRS Y DEL AGUA:
I have the honour to lay on the Table:

1. The Report and Audited Accounts of the Gibraltar Health
Authority for the year ended 31% March 2005;

2. The Report and Audited Accounts of the Gibraltar Health
Authority for the year ended 31% March 2006;

3. The Report and Audited Accounts of the Gibraltar Health
Authority for the year ended 31% March 2007.



Ordered to lie.

HON E J REYES:

| have the honour to lay on the Table the Report and Audited
Accounts of the Gibraltar Sports and Leisure Authority for the
year ended 31 March 2007.

Ordered to lie.

MR SPEAKER:
| have the honour to report that in accordance with Standing
Order 12(3), the Report of the Principal Auditor on the Annual
Accounts of the Government of Gibraltar for the year ended 31°
March 2007, has been submitted to Parliament and | now rule
that it has been laid on the Table.
ORAL ANSWERS TO QUESTIONS

The House recessed at 5.15 p.m.

The House resumed at 5.35 p.m.

Oral Answers to Questions continued.

ADJOURNMENT
HON CHIEF MINISTER:

| have the honour to move that the House do now adjourn to
Friday 4™ April 2008, at 10.30 a.m.

Question put. Agreed to.

The adjournment of the House was taken at 7.55 p.m. on
Thursday 3™ April 2008.

FRIDAY 4™ APRIL 2008

The House resumed at 10.30 a.m.

PRESENT:

M SPEAKEN ....cv ettt e e e (In the Chair)
(The Hon Haresh K Budhrani QC)

GOVERNMENT:

The Hon Lt-Col E M Britto OBE, ED - Minister for the
Environment, Traffic and Transport

The Hon F J Vinet — Minister for Housing

The Hon J J Netto — Minister for Family, Youth and Community
Affairs

The Hon Mrs Y Del Agua - Minister for Health and Civil
Protection

The Hon D A Feetham — Minister for Justice

The Hon L Montiel — Minister for Employment, Labour and
Industrial Relations

The Hon E J Reyes — Minister for Culture, Heritage, Sport and
Leisure

OPPOSITION:

The Hon J J Bossano — Leader of the Opposition
The Hon F R Picardo

The Hon Dr J J Garcia

The Hon G H Licudi



The Hon C A Bruzon
The Hon N F Costa
The Hon S E Linares

ABSENT:
The Hon P R Caruana QC - Chief Minister
The Hon J J Holliday — Minister for Enterprise, Development and

Technology and Deputy Chief Minister
The Hon C G Beltran — Minister for Education and Training

IN ATTENDANCE:

M L Farrell, Esq, RD — Clerk to the Parliament

ORAL ANSWERS TO QUESTIONS (CONTINUED)
ADJOURNMENT
HON J J HOLLIDAY:

| have the honour to move that this House do now adjourn to
Monday 7™ April 2008, at 9.30 a.m.

Question put. Agreed to.

The adjournment of the House was taken at 2.15 p.m. on Friday
4™ April 2008.

MONDAY 7™ APRIL 2008

The House resumed at 9.30 a.m.

PRESENT:

Y o 1= T= 1] P (In the Chair)
(The Hon Haresh K Budhrani QC)

GOVERNMENT:

The Hon P R Caruana QC - Chief Minister

The Hon J J Holliday — Minister for Enterprise, Development and
Technology and Deputy Chief Minister

The Hon Lt-Col E M Britto OBE, ED - Minister for the
Environment, Traffic and Transport

The Hon F J Vinet — Minister for Housing

The Hon Mrs Y Del Agua - Minister for Health and Civil
Protection

The Hon D A Feetham — Minister for Justice

The Hon L Montiel — Minister for Employment, Labour and
Industrial Relations

The Hon E J Reyes — Minister for Culture, Heritage, Sport and
Leisure

OPPOSITION:

The Hon J J Bossano — Leader of the Opposition
The Hon F R Picardo

The Hon Dr J J Garcia

The Hon G H Licudi

The Hon C A Bruzon

The Hon N F Costa



ABSENT:

The Hon J J Netto — Minister for Family, Youth and Community
Affairs

The Hon C G Beltran — Minister for Education and Training

The Hon S E Linares

IN ATTENDANCE:

M L Farrell, Esq, RD — Clerk to the Parliament

SUSPENSION OF STANDING ORDERS

HON J J HOLLIDAY:

| beg to move under Standing Order 7(3) to suspend Standing
Order 7(1) in order to proceed with the laying of accounts on the
Table.

DOCUMENTS LAID

HON J J HOLLIDAY:

| have the honour to lay on the Table:

1. The Report and Audited Accounts of the Gibraltar
Electricity Authority for the year ended 31% March 2005;

2. The Report and Audited Accounts of the Gibraltar
Electricity Authority for the year ended 31% March 2006;

3. The Report and Audited Accounts of the Gibraltar
Electricity Authority for the year ended 31* March 2007.

Ordered to lie.

ORAL ANSWERS TO QUESTIONS (CONTINUED)

WRITTEN ANSWERS TO QUESTIONS

MR SPEAKER:

May | take this opportunity to record my appreciation to the Hon
Fabian Picardo for acceding to my often expressed request that
guestions which seek largely statistical information might invite
written answers. | am most grateful to the hon Member.
Perhaps he would encourage his colleagues to do the same.
HON CHIEF MINISTER:

I have written to Mr Speaker as Leader of the House, tabling the
Government’'s written answers to the questions submitted, or
rather submitting the written answers to the questions submitted
by the hon Member.

HON C A BRUZON:

With Mr Speaker’s permission, before we finish with questions,
would it be possible for Mr Speaker to allow me to go back to an
answer which the Chief Minister gave me for clarification
purposes?

MR SPEAKER:

To what question.

HON C A BRUZON:

Question No. 278 concerning Albert Risso House and Waterport
Terraces.



MR SPEAKER:

Yes, | have no objection to one supplementary.

SUSPENSION OF STANDING ORDERS
HON E J REYES:

Mr Speaker, | beg to move under Standing Order 7(3) to
suspend Standing Order 7(1) in order to proceed with a
Government motion.

Question put. Carried.

MOTIONS
HON E J REYES:
| beg to move the motion standing in my name and which reads:

“This House resolves that the Honorary Freedom of the
City of Gibraltar be conferred upon the Scouts
Association (Gibraltar Branch) in recognition of its
dedication to the development of the Scout Movement in
Gibraltar over the last 100 years, and for instiling a
sense of responsibility, duty and respect for others
among the youth of Gibraltar over those years”.

As | say in the motion, the Gibraltar Branch of the Scouts
Association are celebrating this year their 100" anniversary of
being established in Gibraltar. The Government believe, and
hope the whole House will agree, that it is an appropriate
opportunity to confer this honour on them as part of their
centenary celebrations. On 31% August 1907, General Baden-
Powell led an experimental camp held at Brownsey Island off
Poole in Dorset. This event gave birth to the now worldwide
scout movement. Gibraltar prides itself in being the first boy

scout unit to be set up outside the British mainland since it
formed the first patrol in March 1908. This first patrol
established in Gibraltar soon grew into a boy scout troop made
up of four such patrols. The troop was registered as the 1%
Troop and was fortunate to later obtain the patronage of the
then Prince Louis of Battenburg who subsequently changed his
title to that of Marquis of Milford Haven and whose coat of arms
is still worn on the scarves of the troop today. A 2" Troop was
founded in Gibraltar in August 1910 by members of the Eastern
Telegraph Company, later to become Cable & Wireless. In
1910 we saw the appointment of the Boy Scout Commissioner,
namely, Major Pedley, who very ably led and inspired the boy
scouts groups within the Gibraltar Branch until his sad passing
away in 1937. In addition to having a Commissioner, the
Governor has held the position of Chief Scout in Gibraltar
continuously since 1910. The 3™ and 4™ Scout Troops were
formed in 1913 when the Boys Brigade was disbanded locally
and their officers and boys transferred into the boy scout
movement. Further growth in the number of scouts resulted in a
5" Troop being founded in 1914. During the Great War,
Gibraltar's boy scouts rendered valuable services as
messengers, signallers, they assisted in the manning of lookouts
and even helped with the handling of war casualties who were
landed in Gibraltar for further medical treatment. A good
number of older boy scouts joined the Gibraltar Volunteer Corps
and this even resulted in the Scout Masters of the 3™ and 4™
Troops being commissioned as officers in the Corps. After the
Great War, scouting in Gibraltar continued to flourish and this
eventually led to the formation of the 6™ and 7" Groups, with
these two being made up entirely of Wolf Cubs. As a result of
the evacuation of women and children from Gibraltar at the
outbreak of the Second World War, Gibraltarian scouts formed
their own troops in London and even one was formed in
Jamaica. Meanwhile, two services rover scout crews were
active in Gibraltar itself, and the Governor at the time, General
MacFarlane, was an active supporter of these crews. History
records that the services rover scout crews performed very
valuable services in Gibraltar throughout the duration of the
Second World War. The return of Gibraltar's evacuees as from



1944 saw the local boy scout movement take on much of its
former enthusiasm. By 1946 scouting was stronger than ever
with scouting activities taking place in no less than five different
groups. During the next few years, the 1% Group amalgamated
with the 4™ and a new Sea Scouts Group and the 8" Gibraltar
Air Scout Group were also formed. Since the commencement of
scouting in Gibraltar one hundred years ago now, the Gibraltar
Branch has been represented at eight World Scout Jamborees,
16 Jamborettes, which are smaller events than jamborees, and
over 20 other international Scout Camps. The last major
international outing took place last year with Gibraltar being
represented at the 21% World Scout Jamboree. This last
jamboree marked the centenary of the founding of scouting and
over 40,000 scouts from 110 different countries attended. A
group of seven old scouts from Gibraltar visited this last World
Jamboree and they participated in a special three day event
organised for survivors of the Jubilee Jamboree held in 1957.
Gibraltar Scouts have over the years not only camped in various
countries but they have also played host to many international
scouting visitors. In its own centenary year, the Gibraltar Branch
of the Scout Movement continues to have flourishing scout
groups made up now of beaver colonies, cub scout packs, scout
troops and explorer scouts. In addition to these, there is a
headquarter unit providing support for the local branch as a
whole. The local movement has a properly constituted
executive committee, who are elected annually, and composed
of both lay and uniformed members. Mr Speaker, few
institutions have for a longer period of time had a greater impact
on more of our citizens in successive generations than scouting
has had. It is worth noting that despite changes that have taken
place over the years, the old scouting ethos still survives. That
is, the scout promise, the scout law and the aims of scouting.
The spirit remains very much as Baden Powell intended all
those many years ago, and it is with considerable pleasure that |
commend this motion to the House.

Question proposed.

HON J J BOSSANO:

Yes, | can confirm that we will be voting in favour of the motion
moved by the Hon Minister and that, in fact, we agree entirely
with the expressions that he has used to describe the
contribution that has been made in this 100 years to Gibraltar. It
is, of course, always quite incredible the number of occasions
when we come across Gibraltar institutions that have spread out
of the UK to find that we are the first ones of the post and that
we are the first Overseas Territory that actually followed the
lead of the United Kingdom in these areas. | think that is part of
the explanation of why we tend to feel ourselves closer to the
UK than some other territories that are further away. In this
respect, of course, Gibraltar scouting, over 100 years in
Gibraltar has maintained an element that is very much a part
and has been a part of the Gibraltarian way of life, which is of
giving to society and of giving freely of one’s time. The number
of organisations that exist in Gibraltar would not be possible in a
community as small as ours, without people being willing to
devote many hours of what would otherwise be their leisure
time, to doing something for the community in many of these
movements, and scouting is of course a particularly important
one because it tends to make young people, at a very early age,
conscious of the importance of the community in which they are
and of the contribution that they have to make to help that
community and to do things for others. | know the scouts are
very proud of the fact that they do not want to depend on
handouts and that they earn their keep, as it were, and that is
part of their values. But of course, in keeping with the high
regard we have for the movement and in giving them in this
House the only accolade that we can give them, | would also
say to the Government that there should be a very clear
message that the support of the House is there to ensure that
they have the resources to be able to continue this valuable
work in the future, and to give them whatever support may be
required in whatever way it may be required. We are very
happy to be able to associate ourselves with this motion.

Question put. The House voted.



The motion was carried unanimously.

BILLS

FIRST AND SECOND READINGS

THE SUPREME COURT (AMENDMENT) (BULGARIA &
ROMANIA) ACT 2007

HON D A FEETHAM:

| have the honour to move that a Bill for an Act to amend the
Supreme Court Act in order to partly transpose Directive
2006/100/EC of the 20" November 2006 adapting certain
Directives in the field of freedom of movement of persons by
reason of the accession of Bulgaria and Romania and for
connected purposes, be read a first time.

Question put. Agreed to.

SECOND READING
HON D A FEETHAM:

| have the honour to move that the Bill be now read a second
time. Mr Speaker, this Bill transposes Part 2 of the Annex to
Council Directive 2006/100/EC of 20" November 2006 adapting
certain Directives in the field of freedom of movement of
persons by reason of the accession of Bulgaria and Romania.
Part 2 of the Annex to Council Directive 2006/100/EC
specifically amends Directive 77/249/EEC of 22" March 1977 to
facilitate the effective exercise by lawyers of freedom to provide
services, and to Directive 98/5 of 16" February 1998 to facilitate
practice of the profession of lawyer on a permanent basis in a
Member State other than that in which the qualification was

obtained. See Part 2 of Directive 2006/100/EC. The draft Bill
thus reflects the new status of Bulgaria and Romania as
Members of the European Union and provides for lawyers with
Bulgarian or Romanian qualifications to practise in Gibraltar. Mr
Speaker, at this stage | give notice that at Committee Stage |
will be moving an amendment, a minor technical amendment,
two in fact, one to change the date at paragraph 1 of Clause 1
of the Bill, from 2007 to 2008 in the title to the Bill. Then, in
relation to Clause 2(a)(i), speech marks after subsection (4) and
then after Schedule in that same paragraph, the words “and in
definition of European lawyer” delete “and subsection (3)". ”

Mr Speaker, the draft Bill amends the Supreme Court Act as
follows. Clause 2(a)(i) amends section 41(1) in order to amend
current references to subsection (4) to refer to Part 3 of the
Schedule. Clause 2(a)(ii) substitutes for the existing references
to subsection (3), references to Part 3 of the Schedule. Clause
2(a)(iii) deletes subsection (3), which contains a list of Member
States and professional titles. After the amendment, the list will
appear in Part 3 of the Schedule to the Act. Clause 2(b) inserts
a provision to amend the Schedules by regulation in order to
give effect to European law, the aim of this is to make it less
cumbersome to amend the legislation in the event of any future
accessions to the EU or the changing of a professional
gualification in a European Union State. Clause 2(c) amends
Part 1 of the Schedule in order to insert the relevant Bulgarian
and Romanian qualifications in relation to Directive 77/249/EEC
as amended, and to place the entries into alphabetical order.
Clause 2(d) inserts a new Part 3 of the Schedule as a substitute
for existing section 41(3) in order to insert the relevant Bulgarian
and Romanian qualifications in relation to Directive 98/5/EC. It
also inserts the relevant professional title in relation to the
previous accession to the EU by Poland and other States in
2004, which appears not to have been done. This short Bill
ensures that lawyers with Bulgarian or Romanian qualifications
will be able to practise law in Gibraltar in the same way as
lawyers from other Member States of the European Economic
Area. | commend the Bill to the House.



Discussion invited on the general principles and merits of the Bill.

Question put. Agreed to.

The Bill was read a second time.

HON D A FEETHAM:

| beg to give notice that the Committee Stage and Third
Reading of the Bill be taken today.

Question put. Agreed to.

COMMITTEE STAGE

HON CHIEF MINISTER:
| have the honour to move that the House do now resolve itself

into Committee to consider the Supreme Court (Amendment)
(Bulgaria and Romania) Act 2007, clause by clause:

THE SUPREME COURT (AMENDMENT) (BULGARIA &
ROMANIA) BILL 2007

Clause 1

HON D A FEETHAM:

I move an amendment to the year “2007”, which should read
“2008" in the second line of clause 1.

Clause 1, as amended, was agreed to and stood part of the Bill.

Clause 2

HON D A FEETHAM:

| move an amendment to clause 2(a)(i), in the fourth line there
should be a speech mark after subsection (4). In addition, to
insert the words after Schedule, “and in the definition of
“European lawyer” delete “and (3)".”

Clause 2, as amended, was agreed to and stood part of the Bill.

The Long Title — was agreed to and stood part of the Bill.

THIRD READING

HON CHIEF MINISTER:

| have the honour to report that the Supreme Court
(Amendment) (Bulgaria and Romania) Bill 2007 has been
considered in Committee and agreed to, with amendments, and
| now move that it be read a third time and passed.

Question put.

The Supreme Court (Amendment) (Bulgaria and Romania) Bill 2007,

was agreed to and read a third time and passed.

ADJOURNMENT
HON CHIEF MINISTER:

I have the honour to move that the House do now adjourn to
Tuesday 27" May 2008 at 2.30 p.m. | give due and fair notice to
the Opposition Members that | am going to try and hold the
Budget Session this year sooner than in recent years, and that



the Budget debate, the debate on the Appropriation Bill may
take place on or around that day.

Question put. Agreed to.
The adjournment of the House was taken at 1.50 p.m. on

Monday 7" April 2008.

TUESDAY 27™ MAY 2008

The House resumed at 2.30 p.m.

PRESENT:

ME SPEAKET ... ettt e (In the Chair)
(The Hon Haresh K Budhrani QC)

GOVERNMENT:

The Hon P R Caruana QC - Chief Minister

The Hon J J Holliday — Minister for Enterprise, Development,
Technology and Transport and Deputy Chief Minister

The Hon Lt-Col E M Britto OBE, ED - Minister for the
Environment and Tourism

The Hon F J Vinet — Minister for Housing

The Hon J J Netto — Minister for Family, Youth and Community
Affairs

The Hon Mrs Y Del Agua - Minister for Health and Civil
Protection

The Hon D A Feetham — Minister for Justice

The Hon L Montiel — Minister for Employment, Labour and
Industrial Relations

The Hon C G Beltran — Minister for Education and Training

The Hon E J Reyes — Minister for Culture, Heritage, Sport and
Leisure

OPPOSITION:

The Hon J J Bossano — Leader of the Opposition
The Hon F R Picardo

The Hon Dr J J Garcia

The Hon G H Licudi

The Hon C A Bruzon

The Hon N F Costa

The Hon S E Linares

IN ATTENDANCE:

M L Farrell, Esq, RD — Clerk to the Parliament

SUSPENSION OF STANDING ORDERS

HON CHIEF MINISTER:

| beg to move under Standing Order 7(3) to suspend Standing
Order 7(1) in order to proceed with the laying of documents on

the Table.

Question put. Agreed to.

DOCUMENTS LAID
HON CHIEF MINISTER:

I have the honour to lay on the Table:



1. The Statement of Supplementary Estimates No. 1 of
2007/2008;

2. The Gibraltar Annual Policing Plan 2008-2009, as
required by the Police Act.

Ordered to lie.

HON J J NETTO:
| have the honour to lay on the Table:

1. The Annual Report and Audited Accounts of the Elderly
Care Agency for the year ended 31% March 2005;

2. The Annual Report and Audited Accounts of the Elderly
Care Agency for the year ended 31% March 2006;

3. The Annual Report and Audited Accounts of the Elderly
Care Agency for the year ended 31% March 2007.

Ordered to lie.

HON L MONTIEL:

| have the honour to lay on the Table the Quarterly Employment
Statistics for the period January to March 2008.

HON G H LICUDL:

Mr Speaker, if | may ask something in relation to this particular
paper? Can the Government confirm whether this is a new
practice on behalf of the Government to lay on the Table the
guarterly statistics? | can confirm that we have already received
this. We receive this on a quarterly basis and we were

wondering if we were going to receive it still on a quarterly basis,
or it was going to be laid before Parliament from now on.

HON L MONTIEL:

Well, we have been following past practice on the matter.

HON CHIEF MINISTER:

My understanding is that these things were sent by the Minister
to the Opposition Spokesman and then, at some point in one
recent meeting of the House, there was some issue about
whether it was done formally or informally. | do not remember
what the outcome of that was, and someone, | do not know who,
has seen fit to table it. | think no harm is done to table as well
as send to the Opposition Members, because it means it gets on
to Hansard and on to the record of the House, but | do not think
this is necessarily intended by the Minister as a substitute for
sending the information. | think it is in addition to.

HON G H LICUDI:

Mr Speaker, | am grateful for that clarification. My
understanding is that the practice in the past is that this has
been added to Hansard as if it were answers to written
guestions. The Chief Minister will remember that in the first
meeting we had of this Session in December, | actually tabled
as oral questions all these questions and | was reminded of the
practice that this was sent on a quarterly basis. The only
concern | have, | have no difficulty, certainly, in this being tabled
before the House, but if this does not become a public document
until it is tabled in the House, then it might prevent us from using
the information either in press releases, or in preparing
guestions, which are published in advance, even though it might
not be published. It has not been a requirement in the past and
we would be restrained on that basis, and | do not want it to be a



practice in the future that we cannot use the information until
and unless it is laid before the House. My understanding is that
these quarterly statistics are never laid before the House. That
is why | was wondering whether this was a new practice and
what the reason for that was.

HON CHIEF MINISTER:

Well, I am only speculating myself because | cannot explain to
the hon Member who has caused the Minister to lay this on the
Table and why. So | can only explain to the hon Member what
my intentions would be. Clearly, it is not intended and it is not
acceptable that it should be any trap. It is not intended that this
should somehow curtail the hon Member from using publicly any
information that he is provided sooner than this. So, if the basis
on which the information has been provided in the past is that he
is free to use it publicly as soon as he gets it from the Minister,
then there is no change to that standing arrangement.

HON G H LICUDI:

Can the Chief Minister then confirm that there will be no change
in the practical arrangement that this will continue to be provided
quarterly and we will not have to wait until the House?

HON CHIEF MINISTER:

Mr Speaker, | can say the same thing in as many different
versions as the hon Member wants me to. | have said that this
is not instead of being sent to him, and | have also told him that
it does not change the arrangement whereby he can use it
publicly as soon as he has said it. | mean, repetition does not
add to the reliability of what | say.

Ordered to lie.

HON E J REYES:
I have the honour to lay on the Table:

1. The Report and Audited Accounts of the Gibraltar
Heritage Trust for the year ended 31% March
2006;

2. The Report and Audited Accounts of the Gibraltar
Heritage Trust for the year ended 31% March
2007.

Ordered to lie.

HON E J REYES:

Mr Speaker, | wish to correct a piece of statistical information
contained in the Gibraltar Sports and Leisure Authority Annual
Report for 2006/2007, which was Tabled in Parliament on 3
April 2008. | apologise for the erroneous information which
came about due to a simple typographical error. In order to
ensure that the correct information is available to all Honourable
Members, and also for the record, it will now be necessary and |
request Members to delete page 4 of the tabled Gibraltar Sports
and Leisure Authority’s Annual Report for 2006/2007 and
replace this with the new page 4 which, | believe, the Clerk has
kindly distributed. The correct information is in respect of the
Sports and Leisure Authority staff structure as it stood on 1%
April 2006.

MR SPEAKER:

| have the honour to report that in accordance with Standing
Order 12(3) the Ombudsman’s Annual Report for the year
ended 31* December 2007 has been submitted to Parliament
and | now rule that it has been laid on the Table.



HON CHIEF MINISTER:

Sorry, | do apologise for that interlude, it is just that we were
having a thought that the error might actually be somewhat
different. That is, somebody might have intended to send to the
House for tabling the annual Employment Survey, which | think
we normally send in before the Budget debate, for which this
would be the last opportunity. We were all surprised to find this
on the Order Paper and it may be that somewhere in the
bureaucracy somebody has made the mistake and tabled the
Quarterly Statistics instead of. In any event, | do not know
whether we shall have an opportunity to table the Employment
Surveys between now and the Budget Session next week. If we
have not, in any case, | will have them circulated formally
tomorrow morning.

BILLS

FIRST AND SECOND READINGS

THE FINANCIAL SERVICES (MONEYLENDING)
(AMENDMENT) ACT 2008
HON CHIEF MINISTER:

| have the honour to move that a Bill for an Act to amend the
Financial Services (Moneylending) Act, be read a first time.

Question put. Agreed to.

SECOND READING
HON CHIEF MINISTER:

| have the honour to move that the Bill be now read a second
time. Mr Speaker, the greatest part of this Bill relates to
changing the improved vesting powers particularly powers that
are contained in the Act already. So, for example, there are
references to the Governor and to the Financial and
Development Secretary, which are replaced respectively by
references to the Minister and the Financial Secretary. It also
ensures that the responsibility for the exercise of executive
powers under this Act is vested in the Minister responsible for
finance. Section 2 of the Act carries out an amendment which is
a particular amendment that we wish to bring about, in addition
to inserting a definition of the word “Minister”. Also in the
definition of “moneylender”, at (e), introduces the words
“anybody corporate for the time being exempted from this Act or
any provision thereof by order of the Minister”. So, in addition to
introducing the “Minister” there instead of the “Governor”, who is
the person who in the present Act has the power to exempt from
the application of the Moneylending Act, there is also the
addition of “or any provision thereof”. At the moment (e) says,
“any body corporate from the time being exempted from this Act
by order of the Governor”. That has raised the concern that one
could either be exempted from the whole Act or from none of it,
allowing apparently, no discretion to disallow provisions from a
part only of the Act, specific provisions as opposed to the whole.
That is what that amendment to (e) is intended to achieve.
Section 4 of the Act gives the power to set a maximum rate of
interest. That rate is currently set by the Governor and under
the Bill this power will vest instead in the Minister with
responsibility for finance. Sections 5 and 6 of the Act, set out
the basic licensing arrangements. At present, under the
licensing arrangements for moneylenders, the Financial and
Development Secretary issues and generally administers the
licences. But before he can do so the applicant must obtain a
certificate from the Magistrates’ Court. This certificate,
essentially, attests that they are a fit and proper person to carry



out the trade. The changes under the Bill are that the role of the
Financial and Development Secretary will now be exercised by
the Financial Secretary and the certificate will be issued by the
Minister with responsibility for finance, subject to a right of
appeal on a point of law to the Supreme Court. In other words,
the process of obtaining a moneylenders licence no longer
involves as part of the initial licensing procedure, an appearance
in front of the Magistrates’ Court to prove that one is a fit and
proper person. But if the Government makes a decision against
one, that one is a fit and proper person, then one has a right of
appeal against that decision to the Courts. The Financial and
Development Secretary becomes Financial Secretary,
necessitating changes to sections 5 and 19, which are as set out
in the Bill and those are consequential. Given all the changes in
nomenclature and other amendments that | have just referred to,
there are consequential amendments required to the
Moneylending Rules, and in a novel drafting technique, the
draftsman has chosen to do it in the Act rather than in
subsequent amendments to the regulations. Anyway, so be it.
So under clause 3 of the Bill, the amendments are as follows.
Under the amended rule 2, any person intending to apply to the
Minister, previously the Magistrates’ Court, for a certificate under
section 6 of the Act, must lodge with the Financial Secretary,
previously the Clerk to the Justices, a statement in the form set
out in Schedule 1. Under the new rule 3, it will no longer be
necessary to advise the Commissioner of Police of an
application. Ending the involvement of the Magistrates’ Court
means that rule 6 is revoked. For this proviso for applicants to
proceed as though a complaint were being made to the
Commissioner of Police in opposition. This is now clearly
redundant and the remaining terminology of Schedule 2 are
consequential changes to the terminology of the rules. Mr
Speaker, the principal amendments that the Government wished
to achieve was the transferring of the powers from the Governor
to the Minister, but also this introduction which relates to a
specific case of a company that has just set up in business in
Gibraltar, to provide funding for companies in the local economy
that required exemptions from certain parts but not all of the Act.
Finally, opportunity has been taken to modernise the Act by

getting away from the somewhat old-fashioned procedure,
whereby the Courts are involved at first instance in deciding who
should be licensed as a moneylender and who should not. |
commend the Bill to the House.

Discussion invited on the general principles and merits of the
Bill.

Question put. Agreed to.

The Bill was read a second time.

HON CHIEF MINISTER:

| beg to move that the Committee Stage and Third Reading of
the Bill be taken later today.

Question put. Agreed to.

THE BUREAUX DE CHANGE (REPEAL) ACT 2008
HON CHIEF MINISTER:

I have the honour to move that a Bill for an Act to repeal the
Bureaux de Change Act, be read a first time.

Question put. Agreed to.

SECOND READING

HON CHIEF MINISTER:

| have the honour to move that the Bill be now read a second
time. Mr Speaker, this Bill does nothing more than repeal the
Bureaux de Change Act. The Act, which currently regulates the



licensing and regulation of bureaux de change, will be replaced
by a number of regulations which the Government will be
publishing shortly, and which will form the basis of a new system
of regulating and licensing bureaux de change and money
transmission businesses. The regulations are, and the hon
Members will note that the Bill does not come into effect until 90
days after publication, that is to give an opportunity to publish
the new regulations first, those regulations that will emerge are
the Financial Services (Investment and Fiduciary Services)
Regulations; the Financial Services (Money Services Business
Transitional Provisions) Regulations; the Financial Services
(Fees) (Amendment) Regulations; and the Financial Services
(Licensing) (Amendment) Regulations. Mr Speaker, bureaux de
change are currently licensed in Gibraltar by a Licensing
Committee established under section 5 of the Bureaux de
Change Act, in accordance with the provisions of the Bureaux
de Change Act. The new regulations already referred to by me,
will provide a new system for the licensing of bureaux de change
and introducing licensing requirements for money transmission
businesses. Under the new regime, bureaux de change and
money transmission businesses will be licensed and regulated
by the Financial Services Commissioner under the Financial
Services (Investment and Fiduciary Services) Act. So in other
words, the reason why we are repealing the Bureaux de Change
Act is that we are moving bureaux de change and money
transmission businesses into the mainstream of financial
services, where they will be licensed and regulated by the
Financial Services Commission and not by some other bit of
Government under this dedicated and historical Bureaux de
Change Act. These regulations, hon Members will see,
although it is not directly germane to the Bill, contain provisions
to avoid disruption to existing bureaux de change businesses,
which are already licensed under the Bureaux de Change Act
and, indeed, existing money transmission businesses. In order
to strike a balance between the needs of existing businesses to
avoid disruption to their business, and the duties of the Financial
Services Commissioner to regulate such business in Gibraltar,
the following scheme is established by the regulations that are
to be published.

Bureaux de change which are currently licensed under the
Bureaux de Change Act, as well as existing money transmitters,
will need to apply to the Financial Services Commission to be
licensed under the new provisions. They will have six months
from the coming into force of the new regime, to make their
application. If they do so, they will be issued with a provisional
licence free of charge. The Commissioner will then consider the
application and will grant a full licence if the licensing conditions
have been complied with. No licence, however, can be refused
by the Financial Services Commissioner to an existing business.
In other words, he cannot de-licence an existing business
without the agreement of the Minister with responsibility for
finance. In other words, it is a double mechanism. They
presently do business under the Bureaux de Change licence,
they have to apply within six months, if they apply within six
months they will get a transitional, provisional licence. The
Commissioner then looks into them, makes sure that they are
carrying out their business under the terms required by the new
statutory regime for bureaux de change and money transmission
business.  Theoretically, therefore, if an existing business
refused in time to fall into line with the new regime, the Financial
Services Commissioner could revoke the licence, despite the
fact that he had one under the Bureaux de Change Act. In order
to provide a second protection from a decision of the Financial
Services Commissioner, such that might create disproportionate
commercial consequence to anyone who found themselves in
that position, the Financial Services Commissioner cannot
exercise the power to revoke the licence of an existing licence
holder without the consent of the Minister with responsibility for
finance.

Under the Financial Services (Fees) (Amendment) Regulations,
which is one of the set of four that will be published, existing
businesses will be exempt from the licence application fee and
for existing bureaux de change, the first annual licence fee shall
be reduced proportionately in respect of any part of the financial
year during which they were already licensed under the Bureaux
de Change Act. In other words, a transitional arrangement for
fees too.



Mr Speaker, just a small point, the explanatory memorandum to
the BIill refers to the Financial Services (Investment and
Financial Services) Act, the reference should, of course, be to
the Financial Services (Investment and Fiduciary Services) Act
and should be changed accordingly. That is just a typing error.
I commend the Bill to the House.

Discussion invited on the general principles and merits of the
Bill.

HON F R PICARDO:

Yes Mr Speaker, as with the earlier Bill on which | did not speak,
there is support from this side of the House for the changes that
are being proposed. The change from the Magistrates’ Court
and from the Committee to the relevant licensing authorities,
either in the Financial Services Commission or in the earlier
case, to the Minister for financial services. But in relation to this
particular Bill, we note that the explanatory memorandum states
that it is accompanied by regulations amending the Financial
Services (Investment and Financial Services) Act, with the
change the Chief Minister has referred to, and associated
secondary legislation. Unfortunately, the Bill has not been
accompanied by those regulations, and apart from the
explanation that the Chief Minister has given today, we are
unable to judge the new regime for ourselves without having
seen those regulations. So in the circumstances, although there
is support for the principle that the Chief Minister has put to the
House, we cannot at this stage vote in favour of the Bill without
seeing the regulations. So we will be abstaining on this Bill for
that reason.

Question put. The House voted.
For the Ayes: The Hon C G Beltran

The Hon Lt-Col E M Britto
The Hon P R Caruana

The Hon Mrs Y Del Agua
The Hon D A Feetham
The Hon J J Holliday
The Hon L Montiel

The Hon J J Netto

The Hon E J Reyes

The Hon F J Vinet

Abstained: The Hon J J Bossano
The Hon C A Bruzon
The Hon N F Costa
The Hon Dr J J Garcia
The Hon G H Licudi
The Hon S E Linares
The Hon F R Picardo

The Bill was read a second time.

HON CHIEF MINISTER:

| beg to give notice that the Committee Stage and Third Reading
of the Bill be taken later today.

Question put. Agreed to.

THE INCOME TAX (AMENDMENT AND MISCELLANEOUS
PROVISIONS) ACT 2008

HON CHIEF MINISTER:

| have the honour to move that a Bill for an Act to amend the
Income Tax Act and to make provision for the commencement
of certain rules made for the purposes of section 41A of the

Income Tax Act, be read a first time.

Question put. Agreed to.



SECOND READING
HON CHIEF MINISTER:

| have the honour to move that the Bill be now read a second
time. Mr Speaker, the purposes of the Bill are simple and
twofold. Firstly, to domicile for all purposes the administration of
this legislation and its various statutory provisions and
discretions in the Minister with responsibility for finance, which is
one of the new constitutional creations. There are still, in the
Income Tax Act, certain provisions which create discretion and
power in favour of the then Minister for Trade and Industry, and
all of those amendments. Clause 2, therefore, deals with
transferring all aspects of the administration of the Income Tax
Act, which is primarily a public finance raising piece of
legislation, to the Minister with responsibility for finance following
his creation in the new Constitution. That takes care of clauses
2 and 3. Clause 4, is the second purpose of the Bill and that is
to give by primary legislation retrospective effect to the
amendments introduced last year, following my Budget address
last year, to the Category 2, Category 3 and Category 4
Individual rules that were introduced, to give effect to the
announcements that | made in the Budget. Some of those rules
had the effect, because they were not published until after 1%
July but were retrospective to 1% July, some of those rules,
therefore, theoretically had a notional, no, not a notional, had a
retrospective, albeit by not very long, taxing for some people, tax
increasing | should say effect. Under the applicable legislation,
taxation cannot be introduced retrospectively, except by primary
legislation. It cannot be introduced retrospectively by subsidiary
regulations and, therefore, this Bill gives retrospective effect just
to the start of the financial year of 1% July in which we
announced during the Budget, to the Categories 2, 3 and 4
which the hon Members will remember we abolished, had to do
before we increased the tax of Category 3 and things of that
sort. | commend the Bill to the House.

Discussion invited on the general principles and merits of the
Bill.

HON F R PICARDO:

On the point simply, at this stage, of the retrospectivity that we
are seeing in clause 4, | understand why the Chief Minister has
explained that we are making these rules. He will recall that last
year, meaning the financial year 2007/2008, the Government
introduced a measure to lower stamp duty. That measure was
first announced in the Chief Minister's speech in, | think, late
June or early July last year, the Budget was late, but the
legislative changes were only brought in, in the calendar year
2008. There, the retrospectivity given to those rules was much
shorter. | seem to recall that it was actually from the moment
that the Bill was published that the new stamp duty rules took
effect. A lot of people who had bought property after the Chief
Minister's speech but before the legislation, believed that they
would be covered by the new rules rather than the rules as they
were existing at the time. Now, remember, | brought this matter
up in the House and the Chief Minister, and | think rightly as a
matter of law said, the law is the law as it is until it is changed.
In this instance, in order to ensure that the revenue raising
measure referred to the Chief Minister’'s speech and provided for
in the rules, is entirely provided for, by primary legislation, we
are giving this retrospective primary effect to the rules. Would
the Chief Minister reconsider whether it is possible to make
good the loss to those people who incurred the higher level of
stamp duty, in place before his speech in 2007, and before he
changed the rules in 2008, given the fact that these rules are
being made. | know that those rules were designed to make
stamp duty lower for those of lesser means, and in effect, it is
those of lesser means who were not able to take advantage of
the new rules that came in from the date of the change of the
legislation in 2008. Mr Speaker, given that we are less than
seven days away from the Chief Minister rising to give us his
financial predictions for the coming year, the good parts and the
bad parts of touching on the revenue and expenditure of the
Government, he might want to consider that at this stage.

HON G H LICUDI:



Mr Speaker, on a related point in relation to clause 4 of the Bill,
the question of the Qualifying Individuals Rules, which are 2008
rules. As | heard the Chief Minister a few moments ago, he
indicated that rules were introduced in 2007 after 1* July but
with retrospective effect from 1% July 2007. It was realised that
retrospective taxation could not be introduced except with
primary legislation, and that is what this Bill does. Can the Chief
Minister then confirm what actually happened to the 2007 rules?
| have not checked it myself so | do not know whether they are
still in place or whether they have been repealed. Can the Chief
Minister also confirm that these are new rules published in 2008
to replace the old ones? Thirdly, can the Chief Minister confirm,
if the old rules have been considered to be essentially null and
void, or of nil effect, how taxation has been applied since July
2007 under this new regime.

HON CHIEF MINISTER:

Well, the points raised by the Hon Mr Picardo do not arise from
a consideration of this Bill and have nothing to do with it, relating
as they do to stamp duty. | do not feel inclined to respond to
something that has absolutely nothing to do with the subject
matter of the Bill in question. Insofar as the points raised by Mr
Licudi is concerned, it was not a question of it being realised, it
was understood that this would be the case, as | am sure the
hon Member if he paused to think will know that there has been
a lot of publicity. He is aware that there are new rates of tax for
Category 2, which are the HNWIs, the Category 3, which is the
old REPPS which has now in effect been frozen and closed off
and replaced by something called HEPPS, and that Category 4
has been abolished, again closed to new membership and the
existing members are on a grandfathered benefit but subject to
a higher rate of tax. All that has been effective and in operation
since 1% July. The view has not been taken that it is otiose.
Remember that most of these people do not actually pay tax
until the end of the tax year and would not actually have paid
anything yet. So, by legislating today retrospectively to 1% July,

we cover the legal lacunae without any question of voidness or
invalidity of charge to tax arising. Actually, the Government’s
view is that even if there had been a charge to tax
retrospectively under subsidiary legislation, this would correct it
retrospectively, because what the House is legislating today is
that those regulations are deemed to have come in as of 1%
July. So that anything that happened between 1% July and
today which might between 1% July and today have been
insufficiently legislated, possibly even ultra vires, ceases to be
ultra vires, even in respect of that period as of today, because
as of today we are curing it with effect from 1% July. But the
issue does not arise.........

HON G H LICUDLI:

Will the Chief Minister give way for a moment? | understand
what the Chief Minister is saying in respect of curing whatever
defect may have been, but these are actually termed 2008
regulations. Can the Chief Minister say whether these are new
regulations which replace the old ones? If not, why are they
2008 regulations?

HON CHIEF MINISTER:

Well, it may be, no. This is not a new set of regulations, this is
the set of regulations, so then they were not issued shortly after
1% July, they were issued early in the new year or sometime in
the new year. These are the regulations that gave effect to the
budget measures that | announced, measures that | announced
in the Budget and which | have just very quickly sketched for
him as to their principal effects. So this is not a new set of
regulations over and above those. | am sorry, | misunderstood
his original question. These are the same ones.

Question put. Agreed to.

The Bill was read a second time.



HON CHIEF MINISTER:

| beg to move that the Committee Stage and Third Reading of
the Bill be taken later today.

Question put. Agreed to.

THE SUPPLEMENTARY APPROPRIATION (2007/2008) ACT
2008

HON CHIEF MINISTER:

| have the honour to move that a Bill for an Act to appropriate
further sums of money to the service of the year ending on the
31% day of March 2008, be read a first time.

Question put. Agreed to.

SECOND READING
HON CHIEF MINISTER:

| have the honour to move that the Bill be now read a second
time. Mr Speaker, this Bill as the Long Title and, indeed, the
explanatory memorandum attached to it suggests, is to raise
additional monies for the service of the year just ended, 31%
March 2008. Honourable Members hopefully will have had
some time during early May the Statement of Supplementary
Estimates No. 1 of which seven days notice prior to today had to
be given, but as we had it earlier than that | hope they got it
more than seven days ago, which will give the hon Members the
main details of the purposes to which the money is put and why.
Of course, this is in addition to the use of the £6 million
supplementary funding provision, which was estimated in the
budget and which will be the subject, unfortunately, they have
just been given to me in final draft form. | have not seen them

before, at 2 o’clock and 1 just did not feel that | could just sign
them and bring them in and table them, but they will have
Reallocation Warrants No. 1 and No. 2 in the next day or so and
before the Budget address, so that they can see how the £6
million in the supplementary funding provision, the £6 million
that we approved in last year's budget was allocated. They will
also, hopefully at the same time, get this Warrant No. 3 which
will give them details of how virements have been made
between subheads in the various Heads of the Consolidated
Fund. Hon Members, particularly the new ones, may not be
aware of what this procedure is. Under the Public Finance
(Control and Audit) Act when the House votes under one of the
subheads in the Schedule to the Budget, the Government can
transfer monies where it is not needed to where it is needed
within a Head, that is to say, between subheads of a Head but
not between Heads. The transfer of money, called virement,
between subheads is done by warrant, now the Financial
Secretary, so there is a whole series of sub subheads where
money was left over but in a, perhaps, three lines up on the
same page there was some money missing, so the spare money
from elsewhere on the page, so to speak, were used for the
purposes of some other item. Also on the page, | am using the
word “page” loosely to mean Head obviously not page, the Head
can be split into many pages, that is what this does and it shows
how the Government then has moved money around within
some Heads to mop up money not needed to make up for over-
expenditure in areas where more was needed than was
provided, and that is permitted by the rules. Different, are these
other two allocations. Hon Members will know that every year in
the Budget, we vote something called the supplementary
funding provision. In effect, saying to the money, in addition to
all this money that | am voting for the specific areas that | am
told that they are needed, we the House give the Government a
pot of £6 million which they can spend in any of the established
Heads, not on anything else obviously, but it has got to be spent
on one of the Heads that already exist in the budget, and please
come back and tell me later how it was done. That is done by a
Warrant and so they will be getting two Warrants in the next day
or two setting out details of how the Government have allocated



that £6 million. Mr Speaker, of the Supplementary
AppropriationBill itself, the £8.4 million additional expenditure
required in the Consolidated Fund, hon Members will see that
the two principal Heads are, as always, the two most difficult to
control in terms of expenditure. That is to say, the
Government’s subvention to the Gibraltar Electricity Authority, it
will be seen that we approved just between us just over £4
million a year ago, yet during the last 12 months we have had to
pay them £8.4 million. The principal reason for that is the
inexorable rise in the price of oil, means that without them
having so far increased their electricity tariffs, they have had a
significant funding shortfall which the Government have so far
made up. Also, they have some lower than estimated receipts
from commercial works and from the collection of electricity
arrears. The other one, which is perennial in documents of this
sort, is the Gibraltar Health Authority, where certain of their
services are demand-led, prescription medicine, sponsored
patients, which not only rise in cost but rise in volume and
invariably come out at more than is estimated. Those are the
main ones under the Consolidated Fund.

Clause 3 of the Bill also seeks £10.5 million additional
contribution by the Consolidated Fund to the Improvement and
Development Fund. Although it is confidential and the hon
Members cannot allude to it publicly, but as they will have seen
from their study of the Schedules to the main Appropriation Bill
for next year, the Government was not able to fund its
Improvement and Development Fund programme for last year
from the sources it had intended. It had intended to fund much
of it from the proceeds of sale of properties, those sales did not
materialise as we had expected before 31* March, and therefore
the funding had to be provided from an alternative source,
namely, by increasing the amount provided from the
Consolidated Fund reserve. So, because payments from the
Consolidated Fund reserve have to be approved by this House,
there is this supplementary funding request for £10.5 million
from the Consolidated Fund to the Improvement and
Development Fund, to pay for the projects that we approved last

year but which have not been able to be funded from the
proceeds of sale of Government properties.

Finally, clause 4 seeks the appropriation of this House for a £3
million increase in expenditure from the Improvement and
Development Fund in respect of a Head for which only a token
amount was provided in the budget last year. That was this
Central Public Administration and Essential Services Vote. This
£3 million relates to a payment made by the Government in
settlement of a very, very long standing situation going back
many, many years. Since, in fact, before the Williams Way fuel
depot closed, whereby at that time the Government was not
happy to see Gibraltar’'s strategic fuel reserve closed down.
Shell and Cepsa indicated to the Government that they had no
commercial intention or need for a strategic reserve facility. The
Government, nevertheless, asked them to keep it open and we
have settled on this, being an amount of compensation, for
keeping that facility as a strategic fuel reserve for Gibraltar open
over a number of years, going back, actually, to 1996 and
indeed they claim earlier but | do not think so, | think this is
something that started on our watch. But immediately when
they gave us notice that they wanted to close Williams Way.
That was something for which there was a token provision and it
has now been settled in the sum of £3 million, which has been
paid and for which supplementary provision is now required. Mr
Speaker, | commend the Bill to the House.

Discussion invited on the general principles and merits of the
Bill.

HON J J BOSSANO:

On the last point that the Chief Minister has made about the
strategic reserve, he has explained that this is money that has
been paid in compensation. Well, obviously, in voting this
money we are voting for £3 million that has been paid to
somebody but we do not know how it is that this has been
computed or how valid the amount is, or if it is a good deal or a



bad deal. Therefore, | do not think we can simply say, well look,
simply knowing in whose pocket the money has finished is
sufficient to make Parliament vote it. | can tell the Chief Minister
that my recollection before 1996 is that what was intended was
to set up a strategic reserve which was going to be financed by
a levy on the fuel, and the negotiations were with the companies
who were going to manage it. The explanation we have been
given today is, apparently, that they claim that they have been
incurring costs since 1996 which they had no need to incur for
commercial reason and which they have been incurring because
the Government have wanted them to do it. Now, does that
mean that the £3 million are the costs that they have incurred
since 1996 and there are going to be continuing costs in the
future because we are still going to have a strategic fuel
reserve? Or does it mean that we are no longer going to have a
strategic fuel reserve and, therefore, there are no further costs
after this? | think we would like, perhaps, not now, but maybe
the Chief Minister can include something on this when he
addresses the House in the Budget, if it is not something he has
not got readily available, the details. But exactly what the £3
million, how it is that figure has been arrived at. We shall be
voting in favour of the Bill but | think | just want to put it on the
record that we are not happy to simply vote £3 million without
knowing how it got to that figure.

On the question of the amount that has been transferred to the
Improvement and Development Fund, | am not very sure
whether | understood from the explanation of the Chief Minister,
that the Bill in fact is going to be amended to increase the figure
to £12.5 million, because in fact, the Supplementary
Appropriation Bill says £10.5 million but the Schedule has £12.5
million as being transferred, with a footnote explaining that since
the Bill was brought to the House, the amount required has
increased because a payment expected before the end of the
financial year has been received after the end of the financial
year. Now, it seems to me that if the Supplementary Estimates
Schedule shows an amount of £12.5 million, with a note (a)
under Head 15 explaining at the bottom why the figure is now £2
million higher, then the £2 million must also appear in the BiIll, |

would have thought. | do not see how we can have one thing in
this part and something else here. Presumably, if we do not
transfer it, it will simply mean that at the end of the financial
year, in theory, the 1&D Fund will be £2 million in the red but
then in April, presumably, the money will come in and | imagine
that must mean that the financial year starting 1* April will
actually show receipts higher than needed for the expenditure of
this financial year, to meet the shortfall of the last financial year.
But | would have thought one of these two pieces of paper
needs changing. The other thing | would like to ask in relation to
that is that the increased £2 million is because of a delay in the
amount received, which was expected before 31% March and
has now been received after 1% April. Of course, the failure to
achieve the amount presumably is not due to delay in payments
then. The failure is due to the fact that less property has been
sold than intended. | take that to mean given that one thing is
mentioned and the other one is not.

Finally, on the question of the health service contribution to
recurrent expenditure, in the amount that we provided last year,
the Chief Minister during the course of the Committee Stage of
last year's budget, identified that the amount that was being
included in the budget included a specific requirement of the
things that the Government wanted the Gibraltar Health
Authority to obtain during the course of the year. Is it that that
has happened or is it that in fact the money was needed for
something else and even more has been needed on top? | think
at the time, when we had a debate at Committee Stage on this
particular vote, the Chief Minister listed the things that they were
hoping the Gibraltar Health Authority would spend the money on
but acknowledged that they might have a need suddenly for that
money for something else. | would like to know whether one or
the other has happened.

HON CHIEF MINISTER:

Yes, well just starting with that last point then. | do not recall
what it was | said to him in the Committee Stage to which he is



referring, but | do remember that | set out, either | or the
Minister, some of the service improvements that we were
looking at. | think it had things like a diabetes service, a dental
service, the breast cancer screening service and things of that
sort. If that is what the hon Member is referring to, then most of
those have been spent in the sense that the recruitment and the
equipment that was necessary to staff those services have been
incurred. | cannot tell the hon Member exactly where the
service delivery actually is, but in almost all of those areas there
has been a fair amount of preparation which has required
involving....... So the extra money has not come, the extra
expenditure has not come at the expense of those additional
services. The Gibraltar Health Authority budget is normally
relatively disciplined, actually, except in some areas. They were
traditionally two, and those were sponsored patients and
prescribed drugs, and they are the main culprits again this year.
There are also issues around recruitment levels, establishment
levels and what happens to money whilst people are not in post,
do they employ temporary labour. So as the hon Member will
see when we discuss the budget, there is the issue of potential
over-expenditure by the GHA for the first time under the payroll
head. We will come to that in the budget but that is not what
explains or requires this particular supplementary appropriation.

| confirm that the failure to raise enough capital to fund the
Improvement and Development Fund from assets from property
sales, both in the original sum and in the increased £2 million
odd, is not due to anybody not completing, it is just that the
sales programme itself has fallen behind and has simply not
produced the volumes that were required. | agree with him that
the Bill and the Schedule are inconsistent. No one has told me
that | need to move an amendment to the Bill. | suppose that
there is somebody in the Treasury, listening as we speak,
hoping that he can get through to me before | sit down if it is an
amendment. | do not know whether the safest thing might be to,
| am just trying to remember what it says in the Budget book. Is
there a copy of the Estimates Book there? The Budget book, to
which we are not supposed to be referring in public, is
consistent with the Schedule and not the Bill. So | suspect that

somebody has updated the figure on the Schedule and has
forgotten to prompt me to move an amendment. | am therefore
grateful to the hon Member for spotting this for me. Therefore, |
would propose that we move an amendment to increase that to
£12.5 million to avoid the alternative, which is what he has
himself explained, which is that we just end the year with the
I&D in deficit. But if anything that | should now be saying is
wrong, then the £2.5 million of course will not be spent and will
just, | suppose, does not have to be drawn. The fact that it is
appropriated does not mean that it has to be drawn. So it does
not mean.........

HON J J BOSSANO:

We are well past the 31% of the month.

HON CHIEF MINISTER:

Exactly, it does not need to be spent. So, on that basis, | hope
the hon Members will be willing to agree to an amendment to
the Bill to make it consistent with the Schedule to it.

On the question of the £3 million payment to Shell and Cepsa, |
will of course provide information to him on the build-up of that
amount of money. As to whether it is a good or a bad deal, of
course, different people will form a different view and no doubt
he will take it up with me, as is his job. But we think, if you
accept that the Government was right in insisting that they carry
on running it in the first place, which of course is something on
which he could have taken a different view from day one, then
the amounts, the quantum is less than they spent running this
facility, enjoying no revenue from it. It is not still running,
Williams Way was dismantled, so this is a historical situation
which has not been building up. But I will tell him the date when
it stopped building up, it was several years ago. The strategic
fuel reserve at the moment is not being provided but will be
provided in one of two ways. Part of the new airport



infrastructure involves the laying of a tank farm on the north
apron, and there are provisions there for a strategic reserve of
the gas oils and things that are burnt in the desalination plants
and in the power stations. Also, the Government has, | think, at
the time announced at the time of the MOD deals, the
Government is in discussion with the MOD, for the possible take
over of the King’'s Lines fuel depot. That is still subject to a
detailed negotiation, which has not yet finished, and if that
happens then there will be the possibility for a further strategic
reserve of the things that Gibraltar consumes in there as well.
So that is how it would be hopefully provided in the future.
There is no strategic fuel reserve at the moment since this
arrangement was stopped.

Question put. Agreed to.

The Bill was read a second time.

HON CHIEF MINISTER:

| beg to give notice that the Committee Stage and Third Reading
of the Bill be taken later today.

Question put. Agreed to.

SUSPENSION OF STANDING ORDERS

HON CHIEF MINISTER:

| beg to move under Standing Order 7(3) to suspend Standing
Order 7(1) in order to proceed with the laying of documents on

the Table.

Question put. Agreed to.

DOCUMENTS LAID

HON CHIEF MINISTER:

I have the honour to lay on the Table:
1. The Air Traffic Survey Report 2007;
2. The Hotel Occupancy Report 2007;
3. The Tourist Survey Report 2007.

But apparently not the Employment Survey. So they will have to
wait on tenterhooks for that for a few minutes longer.

Ordered to lie.

COMMITTEE STAGE

HON CHIEF MINISTER:

| have the honour to move that the House should resolve itself
into Committee to consider the following Bills clause by clause:

1. The Financial Services (Moneylending) (Amendment) Bill
2008;

2. The Bureaux de Change (Repeal) Bill 2008;

3. The Income Tax (Amendment and Miscellaneous
Provisions) Bill 2008;

4. The Supplementary Appropriation (2007/2008) Bill 2008.



THE FINANCIAL SERVICES (MONEYLENDING)
(AMENDMENT) BILL 2008

Clauses 1 to 3 — were agreed to and stood part of the Bill.

The Long Title — was agreed to and stood part of the Bill.

THE BUREAUX DE CHANGE (REPEAL) BILL 2008

Clauses 1 and 2 — stood part of the Bill.

The Long Title — stood part of the Bill.

Explanatory Memorandum

HON CHIEF MINISTER:

In line 2, delete the words “(Investment and Financial” and
replace with the words “(Investment and Fiduciary”.

THE INCOME TAX (AMENDMENT AND MISCELLANEOUS
PROVISIONS) BILL 2008

Clauses 1 to 4 — were agreed to and stood part of the Bill.

The Long Title — was agreed to and stood part of the Bill

THE SUPPLEMENTARY APPROPRIATION (2007/2008) BILL

2008

Clauses 1 and 2 — were agreed to and stood part of the Bill.

Clause 3

HON CHIEF MINISTER:

In clause 3(1), delete the figure “£10,500,000” and replace with
the figure “£12,500,000”, to make the Bill compatible with the
Statement of Supplementary Estimates that relates to it.

Clause 3, as amended, was agreed to and stood part of the Bill.

Clause 4 — was agreed to and stood part of the Bill.

The Schedule

HON F R PICARDO:

Is it necessary also to amend the reference to “Head 15” in Part
2 of the Schedule to give consistency to the amendment moved
by the Chief Minister in clause 3?

HON CHIEF MINISTER:

Certainly this year it is Head 16, | have not got last year’s book
to see if it was Head 15 last year.

HON F R PICARDO:

The point is that the amendment the Chief Minister has made to
the amount in clause 3, is also reflected in the Schedule as Part
2 as being £10.5 million.

HON CHIEF MINISTER:

Yes. So the amendment is not to make clause 3 compatible and
consistent with the Schedule, with which it already is consistent,

but rather with the Statement of Supplementary Estimates
submitted in support of it.



HON F R PICARDO:

To amend clause 3 and the Schedule.

HON CHIEF MINISTER:

Yes. Well because the Schedule is there and it says “£10.5
million”. Yes, | think the hon Member is right, it should be
amended.

HON F R PICARDO:

Then, of course, there is the Explanatory Memorandum although
| do not think we need to amend that. That is done and dusted.

The Schedule, as amended, was agreed to and stood part of the
Bill.

The Long Title — was agreed to and stood part of the Bill.

THIRD READING

HON CHIEF MINISTER:
| have the honour to report that:

The Financial Services (Moneylending) (Amendment) Bill 2008;
The Bureaux de Change (Repeal) Bill 2008;

The Income Tax (Amendment and Miscellaneous Provisions)
Bill 2008;

The Supplementary Appropriation (2007/2008) Bill 2008,

have been considered in Committee and agreed to, with
amendments, in the case of the Supplementary Appropriation
Bill, and | now move that they be read a third time and passed.

Question put.

The Financial Services (Moneylending) (Amendment) Bill 2008;
The Income Tax (Amendment and Miscellaneous Provisions)
Bill 2008;

The Supplementary Appropriation (2007/2008) Bill 2008,

were agreed to and read a third time and passed.
The Bureaux de Change (Repeal) Bill 2008.
The House voted.

For the Ayes: The Hon C G Beltran
The Hon Lt-Col E M Britto
The Hon P R Caruana
The Hon Mrs Y Del Agua
The Hon D A Feetham
The Hon J J Holliday
The Hon L Montiel
The Hon J J Netto
The Hon E J Reyes
The Hon F J Vinet

Abstained: The Hon J J Bossano
The Hon C A Bruzon
The Hon N F Costa
The Hon Dr J J Garcia
The Hon G H Licudi
The Hon S E Linares
The Hon F R Picardo

The Bill was read a third time and passed.



HON CHIEF MINISTER:

Mr Speaker, the Employment Survey has not arrived in time for
me to formally Table it for the adjournment, so | will have them
circulated informally through the Clerk tomorrow.
ADJOURNMENT

HON CHIEF MINISTER:

| have the honour to move that the House do now adjourn to
Tuesday 3" June 2008 at 2.30 p.m. and that will be the Budget
session.

Question put. Agreed to.

The adjournment of the House was taken at 3.55 p.m. on

Tuesday 27" May 2008.

TUESDAY 3R° JUNE 2008

The House resumed at 2.30 p.m.

PRESENT:

M SPEAKET ... ettt et (In the Chair)
(The Hon Haresh K Budhrani QC)

GOVERNMENT:

The Hon P R Caruana QC - Chief Minister
The Hon J J Holliday — Minister for Enterprise, Development,
Technology and Transport and Deputy Chief Minister

The Hon Lt-Col E M Britto OBE, ED - Minister for the
Environment and Tourism

The Hon F J Vinet — Minister for Housing

The Hon J J Netto — Minister for Family, Youth and Community
Affairs

The Hon Mrs Y Del Agua - Minister for Health and Civil
Protection

The Hon D A Feetham — Minister for Justice

The Hon L Montiel — Minister for Employment, Labour and
Industrial Relations

The Hon C G Beltran — Minister for Education and Training

The Hon E J Reyes — Minister for Culture, Heritage, Sport and
Leisure

OPPOSITION:

The Hon J J Bossano — Leader of the Opposition
The Hon F R Picardo

The Hon Dr J J Garcia

The Hon G H Licudi

The Hon C A Bruzon

The Hon N F Costa

The Hon S E Linares

IN ATTENDANCE:

M L Farrell, Esq, RD — Clerk to the Parliament

SUSPENSION OF STANDING ORDERS
HON CHIEF MINISTER:
| beg to move under Standing Order 7(3) to suspend Standing

Order 7(1) in order to proceed with the laying of documents on
the Table.



Question put. Agreed to.

DOCUMENTS LAID
HON CHIEF MINISTER:
| have the honour to lay on the Table:

The Consolidated Fund Supplementary Funding — Statement
No. 1 of 2007/2008;

The Consolidated Fund Pay Settlements — Statement No. 2 of
2007/2008;

The Consolidated Fund Reallocations — Statement No. 3 of
2007/2008;

The Improvement and Development Fund Reallocations —
Statement No. 1 of 2007/2008.

Ordered to lie.

HON L MONTIEL:
| have the honour to lay on the Table:

The Employment Survey Report for the period ended October
2007.

Ordered to lie.

BILLS

FIRST AND SECOND READINGS

THE APPROPRIATION ACT 2008
HON CHIEF MINISTER:

I have the honour to move that a Bill for an Act to appropriate
sums of money to the service of the year ending on the 31% day
of March 2009, be read a first time.

Question put. Agreed to.

SECOND READING

HON CHIEF MINISTER:

| have the honour to move that the Bill be now read a second
time. Mr Speaker, it is an honour for me to present my
thirteenth Budget and the first of this fourth term, of the
Government Revenue and Expenditure, and to report to the
House also on the state of the economy and public finances,
their prospects and challenges and on the Government’s very
substantial capital investment programme for the next four
years.

Mr Speaker, the economy of Gibraltar remains strong, buoyant
and growing at a high but sustainable rate. Public finances
were, once again, in a healthy surplus last year. Employment
levels, again, broke record levels. Almost all the sectors of the
economy had a good year and are poised to have another one.
Taxation rates continue to fall significantly for all taxpayers.
Each of the GSD’s three terms in office have been
transformational for Gibraltar and have taken us socio-



economically forward in significant steps and measure, each
making Gibraltar more prosperous, increasing our standard of
living and enhancing the quality of the legacy that we will leave
to future generations. Our fourth term will also be
transformational.

A major capital investment programme will address Gibraltar's
housing, environmental, traffic and parking and economic issues
and needs on a large scale. We will tackle social reform issues;
increase home ownership; extend the incidence of occupational
pensions in the private sector; and introduce pensions reforms;
take measures to underpin the traditional family and protect
children; engage with the Trade Unions in an ambitious agenda
of qualitative reforms in the public service; and not least, we will
continue our investment in further expanding and improving our
health, social care and educational services. Our policies will
ensure that our economy continues to prosper and grow in the
face of changing and sometimes challenging global trends and
dynamics, which require us to be alert and willing to change and
react.

Mr Speaker, the world faces a number of economic challenges,
from some of the effects of which we cannot and will not be
totally exempted, but which our economy is better placed than
most to face and steer through successfully. These are
primarily, the vertiginous rise in the price of oil; the credit crunch
that originated in the United States sub prime mortgage market,
but which has now affected Western European banking markets
as well; and the uncertainty as to whether the world economy
will fall into a recession. All of these have an effect on the level
of economic activity around the world, and thus on the
willingness and ability of people to spend, to invest and to do
deals. This, in turn, affects final demand in our economy,
especially in the real estate and financial services sectors. Mr
Speaker, in Gibraltar we have so far noticed only the effect of
the rising oil price and some reduction in the level of structured
transactions executed by our international finance centre. Given
the extent and longevity of the oil price rise, it is no longer
possible to avoid a rise in electricity and water tariffs in Gibraltar.

But it is the Government's intention to continue to subsidise,
indeed to increase the extent of the subsidy on electricity and
water, by paying for most of the effect of oil price rises on
electricity and water production costs, and thus not pass all of
these onto the consumer. | will give details of intended tariff
rises a little later on in this address. We expect the adverse
effect of the credit crunch on the level of business in the finance
centre to be temporary and short-lived. Although further
adjustments, caused mainly by consolidation and re-
organisation may occur, we do not expect or envisage any
noteworthy job losses in any sector of the economy as a result
of the current worldwide economic scenario.

The Government’s economic policy will remain to pursue quality
and sustainable economic growth, and thus continue to improve
the standard of living of citizens of Gibraltar, through better paid
jobs and also through the Government'’s policy of investing and
distributing the fruits of that growth, in improving public services,
investing in Gibraltar's physical fabric and amenities, and also in
cutting taxation.

In my New Year address this year, | said that | was excited by
the opportunity that this fourth term gave us, to bring to fruition
the many further ambitious projects that we have been working
on in recent years. | said also that this term will see a very
major capital investment programme that will take Gibraltar to a
new higher level of economic and social development, and
assure Gibraltar a modern, prosperous and successful
economic, social and thus political future for a very, very long
time to come. Our capital investment programme will ensure
that Gibraltar becomes and remains a truly modern and
successful European society and through that capital projects
programme, we will address many of our community’s traditional
problems, such as, housing, parking, roads and traffic schemes.
Many of these projects get underway this year and | will be
providing the House later on in this address, with a situation
report on these projects and when the tenders for their
execution will be awarded.



Mr Speaker, public finances, as | have said, remain in a healthy
and robust state. As | said earlier, the Government’s budget
remains in strong surplus. Public debt has remained static at
£93 million, and in the light of continued economic growth, has
now fallen to less than 12 per cent of current forecast GDP. As
the House will recall from figures that | provided to it last year,
this represents a very low level compared to the United
Kingdom’s level of around 40 per cent, and the European
Union’s convergence maximum of 60 per cent. This low level of
public debt now enables the Government to part-finance its
extensive capital investment programme during these next few
years, through a raising of public debt. Albeit to still very
prudent levels.

At this point in time | would just like to point out to the House,
that | will be moving, as | have given notice of in writing, two
amendments to the Appropriation Bill. One results and reflects
the conversation that we had at the Supplementary
Appropriation Bill debate last year, of the difference between
£17.5 million and £19 million. Although the booklet states the
correct figure, the Bill had already been published and the Bill,
therefore, says £19 million when it should be £17.5 million. The
other amendment that | bring is to delete the reference in the Bill
to “Statutory Benefits Fund” and replace it with “Social Insurance
Fund”.

Before starting the budgetary review, | would like to bring to the
attention of the House some changes that have been made to
the presentation of the budget in the revenue and expenditure
schedules this year. Some are formalistic; others provide more
and better information to the House; others are intended to
enable improved coordination, oversight and control of public
expenditure. On the first page of each Head, where details of
the establishment are provided, there is now a statement of the
Minister that has political responsibility for the subject matter of
the Head and for the monies therein voted. In the appendices
that provide financial information about authorities and agencies,
details are now provided for the first time of the establishment of
each such body. Although the appendices are not required by

law, it has for some years now been this Government’s policy to
provide, as far as possible, in the same manner the information
that the law requires to be provided in respect of Government
departments; the information in relation to agencies such as the
Social Services Agency, the Elderly Care Agency, the Electricity
Authority; the Health Authority and such like. Providing the
staffing information brings the two ways of reporting information
to this House closer still into line. Thirdly, the Financial
Secretary is now the Controlling Officer of all monies voted
under the Improvement and Development Fund. This will
enable greater control and coordination of Government’s capital
spending programme. Fourthly, in Head 101 Departmental of
the Improvement and Development Fund, there has been a
significant degree of amalgamation into 12 sub-heads, mainly by
grouping together provisions for work and capital and works and
equipment into one Head. Last year there were 42 Heads, that
is now reduced to 12. Each, of course, with their subheads.
Head 16 Consolidated Fund contributions, replaces two Heads
previously Contribution to Social Insurance Fund and Non-
Recurrent Expenditure Reserve. On pages 1 and 2, there is
now a breakdown of the expenditure figure into Consolidated
Fund charges, Departmental Expenses, and Contribution to
Social Insurance Funds. Each Head of expenditure is now
uniformly divided into three subheads, personal emoluments,
industrial wages and other charges, each with sub-components.
Finally, the provision for relief cover in the Education
Department, the Social Services Agency and the Gibraltar
Health Authority, has now been made in the Supplementary
Funding vote in Head 15.

Mr Speaker, the Consolidated Fund revenue and expenditure
budget was in surplus last year by £15.1 million. This is broadly
in line with the £15.8 million that we had estimated last year at
the start of the year. We had estimated that Consolidated Fund
revenue would rise by £11.3 million to £223.4 million. In fact, it
rose by £19 million to £231.2 million, which is just under £8
million more than estimated. We estimated that Consolidated
Fund recurrent departmental expenditure would be £167.6
million plus the £10 million to fund the pensions increase,



making an estimated total of £177.6 million. In fact, that
expenditure figure came in at £185.6 million, which is £8 million
higher than estimated. The Consolidated Fund charges came in
at £30.5 million compared to the estimated £30 million. Thus,
although we have struck a Consolidated Fund recurrent budget
surplus of £15.1 million, more or less in line with the estimated
surplus figure, it was brought home with higher revenue and
higher expenditure levels than had been estimated. The
Consolidated Fund budget surplus came in at 8.5 per cent of
recurrent Consolidated Fund expenditure. Also, the
Consolidated Fund reserves contribution to the Improvement
and Development Fund was much higher than estimated,
because the receipts of that Fund from property sales did not
materialise at the levels that had been estimated. In terms of
the overall Government revenue and expenditure, which differs
from the Consolidated Fund revenue and expenditure, in that it
takes into account the total picture, that is to say, including
Authorities and Agencies and not just the Consolidated Fund,
we had estimated revenue of £273.4 million and expenditure of
£257.1 million. So in terms of all the Government’s revenue and
all the Government's expenditure, whether it is in the
Consolidated Fund or in any of the Authorities or Agencies, we
had therefore estimated a surplus of £16.3 million. The actual
figure came in at revenue of £280.7 million, expenditure at
£265.2 million, producing a surplus of £15.5 million, which is
equivalent to 6 per cent of overall expenditure. So, £800,000
less than the £16.3 million surplus that we had estimated. Now,
comparing the overall revenue and expenditure position year on
year, that is, the forecast outturn for last year ending March
2008 with the actual position for the year before, that is the year
ending March 2007, in other words, in comparing actual year on
year expenditure growth, the position is as follows. Overall
revenue increased by £19.5 million in the year, from £261.2
million in 2006/2007 to £280.7 million in 2007/2008. This
represents a rise of 7% per cent, derived mainly from higher
income tax receipts produced from higher employment levels,
despite last year's deep budget tax cuts. Also, from higher
import duty receipts. The main source of the increase in overall
revenues were, therefore, income tax which was up £5.4 million;

import duty which was up £7.3 million; stamp duty which was up
£1.5 million; gaming tax which was up £1.3 million; airport
landing fees which were up from zero to £1.9 million, this is the
first year in which the Government received any revenue from
that source; and Gibraltar Health Authority receipts, from the
Group Practice Medical Scheme, which was up £1.3 million,
mainly from an increase in revenue from Social Insurance
contributions. There were a couple of expenditure reductions,
tax exempt company receipts were down just under £500,000
and motor vehicle licensing was down by £1.3 million following
its abolition by the Government in a Budget. Overall
expenditure increased year on year, between last year and the
year before, by £31.2 million, from £234 million in 2006/2007 to
£265 million in 2007/2008. This represents and increase of 13.3
per cent. The main contributors to the year on year overall
expenditure increase were as follows: Consolidated Fund
charges, mainly pensions and public debt charges, £1.5 million;
departmental payroll costs £4.6 million; contracted-out services,
£1.5 million; other departmental charges, £4.1 million; the
contribution to the Social Insurance Fund, which has been made
for the first time last year to pay for the 65.2 per cent increase in
old age pensions, £10 million; an increased contribution to the
Gibraltar Health Authority, £4.6 million; increased contribution to
the Gibraltar Electricity Authority, £2.4 million; increased
contribution to the Elderly Care Agency, £600,000; to the
Gibraltar Development Corporation, £400,000; to the Social
Services Agency, £700,000; and to the Sports and Leisure
Authority, £800,000. Accordingly, excluding the £10 million
which | have said was first incurred last year to pay for the
increase in old age pensions, overall expenditure, that is to say,
excluding that, overall expenditure grew in 2007/2008 by £21.2
million or 9.1 per cent. Compared to revenue, which increased
in the same period by 7.5 per cent and this higher rise in
expenditure than in revenue, of course, explains the reduction in
the budget surplus. This demonstrates what | said earlier, that
parts of the fruits of our economic growth is spent by the
Government in improving and expanding public services,
especially the caring services. So, the Health budget increased



by 8 per cent; the Social Services budget by 16 per cent, and
the Elderly Care budget by 8 per cent in one year.

Mr Speaker, turning now to the estimates for the current year
just started on 1 April. For the current year, we are estimating
a surplus of £11.3 million in the Consolidated Fund. This is
struck on the basis of revenue remaining broadly static at £232
million. The estimated increases, or rather, the increases that
we do estimate in revenue from income tax, £4 million; from
import duty, £500,000; from rates, £400,000 and from gaming
licences, £400,000, are largely likely to be offset, and are
estimated to be offset, by reductions in revenue from airport
landing fees, given the new arrangements, stamp duties of £1.2
million, because we believe that this last year was an
exceptional year which is unlikely to be repeated in the current
year, and tax exempt company receipts which we also expect to
fall by £800,000 as the deadline for the end of exempt status
coverage approaches. Once again, these estimates of revenue
may turn out to be on the conservative side, but obviously, we
cannot expect growth in employment levels to continue
indefinitely at current rates. Nor can we expect import duty
receipts to carry on growing at the same rates as they grew last
year. Also, we do not believe that the full effect of the impact on
annual income tax receipts from last year's budget measures
are yet fully reflected in last year's figures for income tax
receipts. On the expenditure side, we are estimating
departmental expenditure to increase by £3 million from £175.6
million to £178.6 million, an increase of 1.7 per cent.
Consolidated Fund charges are being estimated to rise by £1.5
million or 4.7 per cent. Together with the £10 million
contribution to the Pension Fund, which is again required this
year to pay for last year's pensions increase, this brings
recurrent Consolidated Fund expenditure estimated to be this
year £220.5 million compared to last year's £216.1 million, an
increase of 2 per cent. This is ambitious, indeed, optimistic.
There is, however, a supplementary funding provision this year
of £8.5 million compared to £6 million provision that we made
last year.

Mr Speaker, at the overall level, expenditure is estimated to rise
this year by £13.5 million or 5.1 per cent, from £265.2 million to
£278.7 million. Overall revenue is estimated to increase by
£24.7 million or 8.7 per cent, from £280.7 million to £305.4
million. This figure, however, includes an estimated one off
exceptional revenue item to the Consolidated Fund, this year of
£17 million, from the Savings Bank the basis of which | shall
explain in a few moments, and which has taken below the line in
the Consolidated Fund. It is thus not included in the
Consolidated Fund revenue and surplus estimates for the year,
which | gave a few moments earlier in my address. So, after
account is taken of a £1.7 million net reduction in non-
Consolidated Fund reserve balances, the overall surplus for the
year is thus estimated at £26.7 million a year. But without the
exceptional non-recurring revenue item of £17 million, the
overall surplus for this year is estimated to come in at just under
£10 million or £9.7 million. This compares to the £15.5 million
that we achieved this year by way of surplus at the overall level.
The main increases in estimated overall recurrent revenue are
income tax at £4 million; GPMS contributions, which will be
raised and which will raise an additional £3 million; Electricity
Authority tariffs which will be raised as well. The main overall
recurrent revenue falls are the ones that | have just given in
respect of the Consolidated Fund, namely, falling receipts from
company exempt tax and motor vehicle licensing, in addition to
the GDC's revenue from the training levy, which will be partly
diverted as | will explain later.

On the expenditure side the main estimated increases are in the
Consolidated Fund which | have already explained. This is on
the basis that the expenditure in the Gibraltar Health Authority,
the Gibraltar Electricity Authority, the GDC, the Social Services
Agency and the Elderly Care Agency, can be contained subject
to payroll cost increases at broadly last year's level. History
shows that this is an extremely ambitious, nay, unrealistic target
and, hence, the higher provision of supplementary funding. For
example, in the Gibraltar Electricity Authority, the expenditure on
fuel, which is now a major item and accounts for nearly half of
the cost of generating electricity, depends on the oil price and it



is impossible in the current situation to gauge the level at which
this will settle in the international markets.

Turning to the Improvement and Development Fund in respect
of last year. For the year just ended in March 2008, we had
estimated expenditure of £39.8 million, we actually spent £31.3
million. The year before that, we had spent £27.5 million. £31.3
million is the second highest annual spend through the
Improvement and Development Fund since 1996. The outturn
figure of £31.3 million includes two one-off items. These are, a
final payment on the new hospital of £5.25 million and a
payment of £3 million made to Shell and Cepsa in connection
with the provision of strategic fuel reserve facilities at the now
defunct Williams Way Depot. Last week, during the debate on
the Supplementary Appropriation Bill, the Leader of the
Opposition asked me to provide some further explanation of this
last item of expenditure and | will now do so.

The Wililams Way fuel depot, which constituted Gibraltar's
strategic fuel reserve capacity, was operated by Shell and
Cepsa Gibraltar in joint venture. In 1997, that is just one year
after coming into office, both companies approached the
Government and informed it that they had no further commercial
use for, or interest in operating the depot and intended to close
it The Government was not at that time content to leave
Gibraltar without a strategic fuel reserve capacity, and therefore,
asked Shell and Cepsa to keep the depot open. Negotiations
then started in relation to the basis of funding for an alternative
strategic fuel reserve facility and, in the meantime, the
Government’s contribution to the cost of keeping Williams Way
open, entirely at its request and requirement. Those
negotiations concluded, having started in 1997, in the summer
of 2007, ten years they took. In fact, Williams Way had already
closed in 2003 because it was not possible to keep it open any
longer on environmental safety grounds, or health and safety
grounds, due to severe and repeated rock falls affecting its
entrance and access. During the seven years, that is to say,
between 1997 and when it closed in 2003, Shell/Cepsa defrayed
all the cost of operating Williams Way. These amounted to £4.4

million. In 2007 the Government agreed to pay £3 million of
that. During the debate last week on the Supplementary
Appropriation Bill, the issue crossed my mind whether this item
of expenditure was appropriately booked to the Improvement
and Development Fund, as opposed to treating it below the line
in the Consolidated Fund as an exceptional item. | have asked
the Financial Secretary to consider this issue again. It is, of
course, a purely technical issue because the Improvement and
Development Fund was itself funded from that same
Consolidated Fund source. So it would not affect the
Consolidated Fund outlay for that year. The question is simply
whether the item is properly booked to the Consolidated Fund
reserve directly or through the Improvement and Development
Fund. 1 will inform the House of the outcome in due course on
that question.

The remainder of the £31.3 million was spent mainly on the
continuing Government housing refurbishment programme,
roads and environmental works, beautification schemes, the
new prison and departmental capital expenditure. The main
projects covered are, as | have said, the new prison, Varyl Begg
Estate re-roofing and refurbishment, Alameda Estate, Orange
Bastion and Chatham Counterguard, Fish Market Road and the
area of the public market, the new Upper Town road and the
refurbishment of Camp Bay, and the replacement of the Europa
Road pavements and balustrades. On the revenue side, only
£2.5 million materialised last year from property sales compared
to the £23 million that we had estimated. Accordingly, the
shortfall was met from higher Consolidated Fund contribution.
In other words, out of reserves and surplus than had been
estimated. In addition to the capital expended through the
Improvement and Development Fund, a total of £48.2 million
has been expended through the Government companies. The
House is aware of the general order of this figure from the
reductions in the level of reserves held in the companies, as
provided in answers to questions. However, the House is not
aware of what the £48.2 million has been spent on through the
companies and | will now provide that information to the House.



A total of £18.7 million was spent on the construction of
Waterport Terraces, Nelson’s View, Cumberland Terraces and
Bayview Terraces. There have been and will be further receipts,
obviously, from purchasers in respect of the purchase price of
apartments once completions take place, but the Government’s
co-ownership share of flats will ultimately remain as a capital
outlay once sales have been completed. £7.9 million was spent
in relation to the project and works relating to the new air
terminal and associated roads and tunnel works and related
MOD airfield demolitions, relocations and reprovision works. £7
million has been spent on the mid harbour reclamation and the
Government’s rental housing project. £4.3 million on the
construction of Willis’'s Road, New Harbours and Sandpits car
parks. £2.9 million on the King's Bastion Leisure Centre. £1.8
million on repair works to Harbour Views, Brympton, Montagu
Gardens and Montagu Crescent estates. The remainder, on the
retrenchment block project, Government offices relocations and
Upper Town refurbishment and other minor capital works. Also,
£3 million has been loaned to AquaGib to finance the
introduction of new desalination technology.

In respect of the capital expenditure estimated for the current
financial year, that is to say, the year just started 1* April and
ending in March next year, subject to what | say in a moment,
this year we are estimating Improvement and Development
Fund expenditure of £25 million. This breaks down into £12.2
million of departmental capital expenditure, which includes most
of the usual “recurring” capital expenditure Head items. These
are all included in Head 101 under the heading “departmental”.
Head 102, which now contains only central public administration
capital expenditure and equipment for essential services,
estimates expenditure of £1.7 million. Head 103, sets out all the
Improvement and Development funded Government projects.
Full provision of £11.1 million is made for the intended
expenditure this year on specific projects, and where the project
is not intended to complete this year, the balances to complete
are shown. These include the following major projects: the
OESCO Station sound insulation; elements of the Upper Town
regeneration scheme; the finalisation of the Europa Road

pavements and balustrades; the beautification of Main Street
south, which has just got underway; the beautification of the
public market and its environs; access to the Dudley Ward
tunnel road project; and hopefully, the completion or near
completion by the end of the year of the new prison. However,
and this is what | mean when | said at the start “subject to what |
say in a moment”, token or very rough estimate provision is
made for a variety of reasons for projects which will get
underway this year and upon which the Government do
envisage incurring substantial expenditure, even though it is not
estimated in the Improvement and Development Fund. | will
now provide as much information as | can do at this stage on
these projects.

Firstly, under Head 103.3(c), a token provision is made for “road
improvements and new roads”. This sub-head will almost
certainly incur significant expenditure in respect of the new
frontier access road and tunnel under the runway; the new
Trafalgar junction roundabout and traffic scheme, for which the
cost has not yet been estimated; and possibly even, the new link
road between Europort an