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PART ONE INTRODUCTION

Reporting Authority

1.1  Section 74(1) of the Constitution of Gibraltar requires the public accounts of
Gibraltar and of all courts of law and all authorities and offices of the Government to be
audited and reported on by the Principal Auditor. Section 74(2) requires that such
reports be submitted and laid before the Gibraltar Parliament. Section 74(3) lays down
that in the exercise of his functions under the Constitution the Principal Auditor shall
not be subject to the direction or control of any other person or authority.

1.2 The provisions of Part IX of the Public Finance (Control and Audit) Act
empower the Principal Auditor to audit and report on the accounts of every person or
body that is in receipt of a contribution from public moneys, or in respect of whom the
Government has given a guarantee to any person, or whose operations may impose or
create a liability on any public moneys - not being a body corporate whose accounts the
Principal Auditor is for the time being specifically required or empowered to audit and
report on under any other law. A copy of every such audited account and any report of
the Principal Auditor thereon is required to be laid before the Gibraltar Parliament.

1.3 The Principal Auditor is also required to audit the accounts of a number of other
bodies, such as those of statutory authorities and government agencies, and to report
thereon in accordance with the relevant legislation. He also has a statutory obligation to
audit liquidators’ accounts in respect of companies in compulsory liquidation, official
trustee accounts of debtors adjudged bankrupt and, by agreement, audits a number of
other accounts.

Audit Evidence

1.4 The audit programme of work, decided annually by the Principal Auditor, is
designed to provide sufficient and appropriate audit evidence in order to offer a
reasonable basis for an opinion to be given on the general accuracy and regularity of the
Government’s financial and accounting transactions. Given the significant volume and
diversity of these transactions such evidence is obtained by applying selective and
sampling procedures. In deciding the level of selective testing and sample sizes account
is taken of the results of in-depth reviews designed to identify possible areas of
weakness and/or risk and also on the degree to which reliance and assurance can be
placed on Treasury and departmental accounting practices; and internal control systems.

Reporting Process

1.5  The Principal Auditor has discretion as to the form and content of his annual
report on the public accounts of Gibraltar. However, he generally restricts himself to
reporting matters that he considers significant and/or constitute an actual or potential
loss of public resources, a lack of financial control, an impairment of accountability and
a breach of, or non-compliance with, legislative or other requirements. He does not
generally report errors or deficiencies that, in his opinion, have been, or are being,
satisfactorily rectified, except where deficiencies have resulted in a loss to the public
purse. Not only departments covered in the annual report have been subjected to audit
examination for the relevant period.



1.6 Audit views, advice, recommendations and other observations contained in the
report on the annual accounts are discussed with controlling officers and receivers of
revenue who are requested for their views and comments. Where appropriate, responses
from auditees are summarised for inclusion in the annual report.

Valuefor Money Audit

1.7  Value for Money (VFM) examinations assess the extent to which government
departments and other public bodies have employed their resources; whether financial,
human or material; in the performance of their functions and activities. VFM audits
principally provide independent information, advice and assurance concerning
economy, efficiency and effectiveness in the major fields of revenue, expenditure and
the management of resources, including the evaluation of service quality and the
measurement of performance. VFM reviews also highlight appropriate means of
securing improvements in financial control and value for money, and encourage,
support and assist audited bodies in taking proper action where improvements are
shown to be necessary and cost effective in order to enhance accountability.

1.8  Although the Principal Auditor does not yet have specific statutory authority to
carry out VFM examinations he has been doing so, with the full support of the
Government, since 1992. VFM reviews do not question the merits of policy objectives.
However, the means by which policy objectives are pursued, the implementation
arrangements and controls, the costs incurred and the results achieved are all legitimate
subjects for VFM examinations.

1.9 Two VFM reviews have been completed since the audit report on the annual
accounts for the financial year 2007-08. A summary of the main findings is presented
in Part 5 of this report.

1.10 Draft VFM reports are discussed with the audited body concerned with a view to
identify any fundamental differences of opinion on the main facts and conclusions to
ensure accuracy and completeness as well as a balanced and fair presentation. Reports
do incorporate responses received to the main issues raised.

1.11  Audit work on VFM exercises conducted so far has generally shown to have a
positive and valuable effect on departments and other public bodies, by providing them
with a greater awareness regarding areas covered by the audit programme of VFM
studies and from improvements made to systems and procedures on the specific areas
examined.

1.12  The Principal Auditor reports both good practice and management deficiencies.
The selection of topics for investigation is based on a systematic review of government
spending with particular attention being given to areas where the largest resources are
involved, where value for money is judged most at risk and where there are greater
opportunities to enhance performance. All studies undertaken as part of the VFM
programme should have a lasting benefit to the audited body through improved service
delivery, financial savings and/or improved governance.

1.13  The Principal Auditor is committed to continue developing VFM reviews given
that VFM examinations play a crucial role in providing an independent assessment on
whether government departments and other public entities are spending taxpayers’
money economically, efficiently and effectively.



ANNUAL ACCOUNTS
PA RT TW STATEMENTS

General

2.1.1 Section 52 of the Public Finance (Control and Audit) Act requires the
Accountant General within a period of 9 months, or such longer period as shall be
allowed, after the close of each financial year to sign and transmit to the Principal
Auditor accounts showing fully the financial position of the Government of Gibraltar at
the end of such financial year. Pursuant to Section 52, the Annual Accounts of the
Government of Gibraltar for the financial year ending 31 March 2009 were submitted to
me on 23 December 2009.

Statement of Assetsand Liabilities

2.2.1 The statement of Assets and Liabilities, prepared as part of the accounts of the
Government of Gibraltar, does not reflect a large number of government assets, as the
government accounting system is maintained on a cash basis. Assets not shown include
government housing and buildings, vehicles, debtors, as well as shareholding in
government-owned companies and joint venture companies. Liabilities, such as sundry
creditors are similarly not shown in the Statement.

2.2.2 The statement of Assets and Liabilities therefore represents only year-end cash
assets and liabilities. A note to this effect appears in the statement of Assets and
Liabilities in the Annual Accounts.

Consolidated Fund

2.3.1 General - The Consolidated Fund consists of all revenues and other moneys
raised or received for the purposes of the Government of Gibraltar, except revenues or
other moneys that are payable by or under any law into some other fund. All
expenditure from the Consolidated Fund must be authorised by an appropriation law or
by the Gibraltar Constitution or any other law in force in Gibraltar.

2.3.2 The Consolidated Fund balance on 31 March 2009 stood at £80.87m, compared
to £49.30m on 31 March 2008, an original estimate of £69.59m and a forecast outturn of
£46.99m.

2.3.3 Consolidated Fund — Revenue - Recurrent revenue income during the financial
year 2008-09 was £244.28m, compared to an original estimate of £231.80m, a forecast
outturn of £243.58m and an increase of £12.39m (5.34%) compared to the previous
year’s recurrent revenue yield of £231.89m. The year-on-year rise was mainly due to an
increase in receipts from Income Tax £6.84m, Company Tax £1.66m and Import Duties
£4.89m. However, there was a year-on-year decrease in Airport Landing Fees of
£1.29m.

2.3.4 There was an exceptional item of Reserve Account revenue during the financial
year 2008-09 in respect of the transfer of the Savings Bank surplus of £19.25m,
compared to an original estimate of £17.00m and a forecast outturn of £18.53m. At the
end of the financial year, a revaluation of a Euro account opened in October 2008
yielded an appreciation of investments amounting to £0.90m.



2.3.5 I hereunder provide explanations received from Receivers of Revenue for the
major variances between original estimates and actual revenue during the financial year
2008-09: -

Head 1 — Income Taxes
Subhead 1 — Income Tax

Original Estimate - £106,000,000 Actual Revenue £109,493,096

The Commissioner of Income Tax stated that the increase in receipts was directly
attributable to the following:

e Increased PAYE receipts as a result of:
- an increase in the number of employee jobs in the local labour market;
- an increase in the annual average earnings; and

- the efforts made by the department on the timely payment by employers of
current PAYE and arrears.
and
e Increased tax yield from self-employed and non-PAYE taxpayers as a result of an
exercise carried out by the department to bring all assessments up-to-date.

Head 1 — Income Taxes
Subhead 2 — Company Tax

Original Estimate - £24,000,000 Actual Revenue £25,931,897

The Commissioner of Income Tax explained that the increase in collections was mainly
due to the fact that more companies had been assessed during 2008-09 than in previous
financial years, of which some of the assessments were in respect of companies that had
commenced trading during the financial year 2008-09 and others were in respect of
companies that had their assessments brought up-to-date. The Commissioner also
confirmed that a more stringent approach had been adopted by the department regarding
the collection of Corporation tax arrears.

Head 2 — Duties, Taxes and Other Receipts
Subhead 1 — Import Duties

Original Estimate - £43,000,000 Actual Revenue - £47,316,760

The Collector of Customs explained that the increase in import duty collections was
largely due to the 2008 Budget measures when import duty on cigarettes, motor spirits
and automotive gasoil were increased.

Head 2 — Duties, Taxes and Other Receipts
Subhead 5 — Stamp Duties

Original Estimate - £3,000,000 Actual Revenue - £4,276,784

The Accountant General informed me that the department’s submission of £4.1 million,
which reflected Land Property Services Limited’s submission, was subsequently
reduced to £3 million.



Head 7 — Exceptional Item
Subhead 1 — Transfer of Savings Bank Surplus

Original Estimate - £17,000,000 Actual Revenue - £19,247,433

There was an exceptional item of revenue in the form of a transfer of the Savings Bank
surplus as a result of the Gibraltar Savings Bank (Amendment) Act 2008, which came
into operation on 24 July 2008. The amendment provided, inter alia, for the surplus in
revenues in any year to be transferred to the Consolidated Fund provided that the assets
of the Gibraltar Savings Fund will thereafter be not less than the liabilities to depositors,
as represented by the deposits in the Gibraltar Savings Bank. The consequence of the
amendment is that it is no longer necessary for the Gibraltar Savings Bank to maintain a
reserve balance.

The Accountant General explained that the variance between the original estimate and
the actual revenue could mainly be attributed to an increase in interest earned on
Gibraltar Savings Bank deposits, due to a rise in deposits, in particular deposits held by
the Government in the Gibraltar Savings Bank.

2.3.6 Consolidated Fund — Expenditure - Recurrent expenditure for 2008-09 stood at
£223.07m, compared to an original estimate of £220.46m, a forecast outturn of
£224.63m and an increase of £6.85m (3.17%) compared against the previous year’s
recurrent expenditure of £216.22m.

2.3.7 The Reserve Account expenditure during the financial year 2008-09 was £7.5m
in respect of a contribution to the Improvement and Development Fund, compared to
the previous year’s expenditure of £27.5m. In addition, there was an exceptional item
of Reserve Account expenditure during the financial year 2008-09 of £2.28m in respect
of the “Tribunal under Section 64 of the Constitution” and the “Appeal for Bone
Marrow Donor”.

2.3.8 I hereunder highlight the reasons provided by Controlling Officers on variances
between the original estimate and the actual expenditure for the financial year 2008-09,
which in my opinion merited an explanation: -

Head 03 — Pensions
Subhead 1 — Pensions

Original Estimate - £16,000,000 Actual Expenditure - £17,075,990

The Accountant General informed me that the increase was mainly as a result of the
July 2008 pension increase having been estimated at 2% whilst the actual increase was
4.7%. In addition, she explained that the Treasury submission of £16.5 million was
subsequently reduced to £16 million.

Head 03 — Pensions
Subhead 2 — Gratuities under the Pensions Act

Original Estimate - £5,000,000 Actual Expenditure - £3,982,676

The Accountant General explained that the Treasury’s submission was based on
information submitted by departments in relation to officers who had expressed an
intention to retire during the following financial year and that the variance was as a
result of the differences between the information supplied and the actual number of
officers who retired.



Head 5A — Family and Community Affairs
Subhead 3 Other Charges — (7) Contribution to Social Services Agency

Original Estimate - £4,490,000 Actual Expenditure - £5,491,000

The Principal Secretary, Family, Youth and Community Affairs informed me that the
variance was largely attributable to increases in pay-related costs, mainly as a result of a
long standing pay agreement in respect of social workers and the annual pay review;
relief cover costs and increases in the employer’s share of social insurance contributions
and pensions costs.

Head 6G — Utilities
Subhead 3 Other Charges — (1) Payment to Gibraltar Electricity Authority

Original Estimate - £5,330,000 Actual Expenditure - £9,921,000

The Financial Secretary informed me that the additional payment made to the Gibraltar
Electricity Authority was to meet the increase in fuel costs.

Head 7A — Health
Subhead 3 Other Charges — (a) Contribution to Gibraltar Health Authority: Recurrent

Original Estimate - £23,338,000 Actual Expenditure - £25,553,000

In her reply the Accountant General explained that the additional contribution was
mainly attributable to cover increased spending in pay-related costs and additional
expenditure on prescribed drugs and pharmaceuticals.

Head 17 — Exceptional Expenditure
Subhead 1(a) — Tribunal under Section 64 of the Constitution

Original Estimate - £Nil Actual Expenditure - £1,943,082

A £1,000 token provision was provided under Head 11A — Justice Ministry; Sub-head 3
Other Charges — (2)(d) Tribunal under Section 64 of the Constitution. The expenditure,
relating to the Chief Justice’s tribunal, was subsequently re-classified as exceptional
expenditure.

Consolidated Fund - Unauthorised Expenditure

2.4.1 All Consolidated Fund expenditure in the financial year 2008-09 was covered by
appropriation as required under Section 69 of the Constitution of Gibraltar.

Consolidated Fund - Unauthorised Use of Savings

2.5.1 There was no unauthorised use of savings in the financial year 2008-09.

Cash L osses Written-off and Abandoned Claims

2.6.1 Treasury — General Rates and Salt Water Charges - During the financial year
2008-09 the Financial Secretary authorised the write-off of the sum of £450,683 in
respect of General Rates and Salt Water Charges and £393,936 of penalties, the main
reasons are as detailed hereunder:

e General Rates and Salt Water Charges totalling £57,034 and penalties amounting to
£3,118 owed by 7 companies in the process of liquidation due to the said
companies having no realisable assets;



e General Rates and Salt Water Charges amounting to £39,071 and penalties due
totalling to £20,363 owed by 15 companies that had been dissolved and had no
realisable assets. Additionally, the debts of 10 of these companies had become
statute-barred;

e General Rates and Salt Water Charges totalling £197,002 and penalties amounting
to £116,464 due by 34 companies for which the debts had become statute-barred;

e Penalties totalling £117,920 due by 27 companies after all outstanding General
Rates and Salt Water Charges had been paid;

e General Rates and Salt Water Charges amounting to £124,668 and penalties
totalling £64,648 owed by 106 individuals as a result of the debts becoming statute-
barred;

e Penalties amounting to £57,575 owed by 62 individuals after all General Rates and
Salt Water Charges arrears had been paid; and

e General Rates and Salt Water Charges totalling £31,964 and penalties amounting to
£12,310 owed by 26 deceased tenants. Additionally, the debts of 21 of the
deceased tenants had become statute-barred.

2.6.2 Treasury — Ground and Sundry Rents - The Financial Secretary authorised the
write-off during the financial year 2008-09 of the sum of £97,446 in respect of Ground
and Sundry Rents deemed irrecoverable relating to 8 companies in liquidation, as a
result of the said companies having no realisable assets for distribution.

2.6.3 Treasury — Disposal of Refuse - On 6 October 2008 the Financial Secretary
authorised to write-off the sum of £81,459 being unpaid claims in respect of refuse
disposal services provided to the UK Department of the Environment, Ministry of
Defence and the Public Services Agency during the period April 1992 to March 1995.

2.6.4 Treasury — Gibraltar Enterprise Scheme Loans - The Financial Secretary
authorised on 23 January 2009 and on 23 February 2009 to write-off the loan debts,
interest and default interest owed by four companies amounting to £79,330. Three of
the companies had no assets and two of which had been struck off the Register of
Companies for the non-filing of annual returns.

2.6.5 Treasury — Fees and Concessions - The office rent arrears in the Air Terminal
due by a company for the years 1997 and 1998 amounting to £6,601 were authorised to
be written-off by the Financial Secretary on 23 February 2009 on the grounds that the
directors of the company could not be traced and the arrears were deemed irrecoverable.

2.6.6 Treasury — Stock of Circulating Coins - A survey of the stock of circulating
coins held in March 2008 revealed a surplus of £10,252 in five coin denominations and
a shortage of £1,482 in three other coin denominations between the actual stock of
circulating coins and the circulating coins stock book. The Financial Secretary
authorised the write-off on 23 February 2009 of the total amount found short.

2.6.7 Income Tax - Income Tax PAYE and Social Insurance Contributions - The
Financial Secretary authorised the write-off on 19 September 2008 of the amount of
£303,454 and £158,607 in respect of arrears of Income Tax PAYE and Social Insurance
contributions respectively due by a company providing a service to the Government in
exchange for the transfer of the company’s assets to the Government.



PART 2

2.6.8 Technical Services - The sum of £39,059 was authorised by the Financial
Secretary to be written-off on 27 August 2008 owed by a joint venture company that
ceased trading in 1996 and was subsequently struck off the Register of Companies for
non-filing of annual returns.

2.6.9 Postal Services - The Financial Secretary authorised the write-off on 23
February 2009 of a cheque amounting to £13,796 paid on 30 January 2006 and having
been returned by the bank due to the company having insufficient funds in the bank
account. A second write-off was authorised by the Financial Secretary on the same date
for the sum of £899 owed by another company in relation to E-commerce services
provided in May and June 2008, which was deemed irrecoverable.

2.6.10 Port - The Financial Secretary authorised on 23 February 2009 to write-off the
sum of £7,193 in connection with Port Arrival and Departure Tax owed by a company
that went bankrupt and whose vessels the Admiralty Marshal subsequently auctioned in
2001. In addition, on the same date the Financial Secretary authorised to write-off
£7,248 in connection with Berthing Charges owed by abandoned vessels that were
subsequently sunk.

2.6.11 Housing — Arrears of House Rents - On 19 January 2009 the Financial Secretary
authorised to write-off £5,343 owed by two tenants who had stopped paying their
respective rents because of the poor condition of their flats and who had been
subsequently decanted to other flats on health and safety grounds.

Arrearsof Revenue

2.7.1 Arrears of Revenue due to Government on 31 March 2009 stood at £59.47m
compared to £58.39m at the end of the previous financial year. The overall year-on-
year increase in arrears of revenue of £1.08m was mainly as a result of arrears increases
in Corporation Tax of £2.43m and Import Duties of £0.83m. However, there was a year-
on-year decrease in Income Tax of £1.06m and General Rates and Salt Water Charges
of £0.76m.

2.7.2 Figure 1 shows the comparable position of quantifiable debts owed to
Government over the last five financial years.
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2.7.3 Arrears of Import Duties - Arrears in respect of Import Duties as at 31 March
2009 stood at £830,283, as a consequence of cheques issued by various companies
having been returned by banks due to these companies having insufficient funds in their
respective bank accounts. The arrears position as at 31 December 2009 had improved
slightly from 31 March 2009 by £8,906 to £821,377.

2.7.4 Arrears of Tourist Sites Receipts - The arrears position of Tourist Sites Receipts
as at 31 March 2009 had decreased year-on-year by £36,870 to £135,840. Although
arrears as at 31 December 2009 had dramatically increased to £235,952, the arrears due
were within the credit period terms established by the Gibraltar Tourist Board.

2.7.5 Arrears of Non-Resident School Fees - Arrears due in respect of Non-Resident
School Fees as at 31 March 2009 totalling £51,986 had only risen year-on-year by £360.
However, the arrears position as at 31 December 2009 had dramatically escalated from
1 April 2009 by £11,132 (21.4%) to £63,118.

2.7.6 1 wrote to the Director of Education and Training on 20 November 2009
expressing my serious concern at the fact that the arrears statement as at 30 September
2009 revealed that arrears had deteriorated by £27,182 compared against the 31
December 2008 arrears position and by £22,693 compared against the arrears position
as at 31 March 2009. I, therefore, commented to him that the position regarding these
arrears appeared to be rapidly escalating.

2.7.7 In my memorandum to the Director, I stated that there were 12 debtors
collectively owing a total of £22,707 as at 30 September 2009, who had not made a
single payment towards their debts since at least 31 December 2008. At the close of
this report, and despite three reminders, the Director of Education and Training had not
replied to my memorandum.

2.7.8 A recent review of the arrears statement as at 31 December 2009 revealed that
14 debtors collectively owing £24,961, representing 39.5% of the total debt as at 31
December 2009, had not made a single payment towards their debts since at least 31
December 2008.

2.7.9 Arrears of Scholarship Fees — Reimbursements - The arrears due in respect of
reimbursements of Scholarship Fees as at 31 March 2009 amounting to £414,522
increased year-on-year by £15,285. The position as at 31 December 2009 was that
arrears had again increased from 1 April 2009 by £22,719 to £437,241.

2.7.10 In paragraph 2.7.6 of last year’s report I mentioned that authority had been
granted by the Financial Secretary on 20 November 2008 to write-off the sum of
£15,012, in respect of outstanding amounts due by 6 debtors. I also explained that
despite my request to the Financial Secretary to consider reversing the write-off
approval until the cases had been fully investigated, the write-off approval had not been
reversed at the close of last year’s report. I am glad to comment that on 27 March 2009
the Financial Secretary reversed the decision to write-off the amount.

2.7.11 On 20 November 2009 I wrote to the Director of Education and Training
expressing my grave concern regarding the collective debt amounting to £171,322
(equating to 38.4% of the total debt) as at the end of September 2009, owed by 45
debtors (from a total of 146 debtors), who had not made a single payment towards their
debts since at least 31 December 2008. I also mentioned to him that a further 10 debtors
collectively owing £23,454 as at the end of September 2009 had not made a single
payment towards their debts since 31 March 2009. At the close of this report, and
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despite three reminders, the Director of Education and Training had not replied to my
memorandum.

2.7.12 A recent review of the arrears position as at 31 December 2009 revealed that 43
debtors collectively owing £169,871 (equating to 38.9% of the total debt as at 31
December 2009), out of a total 144 debtors, had not made a single payment towards
their debts since at least 31 December 2008. In addition, a further 8 debtors collectively
owing £15,201 as at the end of December 2009, had not made a single payment towards
their debts since 31 March 2009. Hence, 51 debtors with a total debt amounting to
£185,072, representing 42.3% of the total debt as at 31 December 2009, had not made a
single payment in the last nine months.

2.7.13 Arrears of Hostel Fees - Arrears in respect of Hostel Fees as at 31 March 2009
increased year-on-year by £10,477 (21.3%) to £59,667.

2.7.14 On 24 November 2009 1 wrote to the Principal Secretary, Housing expressing
my concern regarding the continual deterioration of Hostel Fees arrears and pointed out
to him that from the supporting documentation of the arrears position as at 30
September 2009 I had noted the following observations:

e amounts owed by individuals no longer residing in the hostels;

¢ individuals still residing in the hostels whose debts became statute-barred on 31
March 2009;

¢ individuals still residing in the hostels whose debts will become statute-barred on
31 March 2010;

¢ individuals owing substantial sums and who were unemployed at the time of the
exercise; and

¢ individuals receiving Community Care payments owing more than 13 weeks of
hostel fees.

2.7.15 In addition, I informed the Principal Secretary, Housing that 19 individuals
collectively owed £21,979, representing 34.5% of the debt amounting to £63,682 as at
30 September 2009. At the close of this report, the Principal Secretary had not replied
despite two reminders.

2.7.16 The position as at 31 December 2009 was that Hostel Fees arrears had increased
by £4,086 to £63,753 from the arrears position as at 31 March 2009. I am informed that
no legal action is enforced against hostel fees debtors.

2.7.17 Arrears of Tonnage Dues, Berthing Charges, Port Arrival and Departure Tax
and Bunkering Charges - The arrears position as at 31 March 2009 of the collective
revenue under the responsibility of the Chief Executive Port (Captain of the Port)
decreased year-on-year by £29,024 from £269,803 in the previous financial year to
£240,779. As a result of the establishment of the Gibraltar Port Authority, Port
revenue-related arrears are now accounted for and will be reflected in the Authority’s
financial statements as from the financial year ending 31 March 2010.

2.7.18 Arrears of Airport Departure Tax - Arrears due in respect of Airport Departure
Tax as at 31 March 2009 stood at £421,900, a year-on-year increase of £258,650.
However, the position as at 31 December 2009 was that arrears had decreased slightly
by £29,220 to £392,680, of which the majority amounting to £340,100 had been settled
by the end of February 2010.
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2.7.19 Arrears of Fees and Concessions - Arrears due in connection with airport Fees
and Concessions decreased from £71,176 as at 31 March 2008 to £53,408 as at 31
March 2009. The position as at 31 December 2009 was that arrears slightly decreased
to £52,080, of which £36,751 had been settled by the end of February 2010.

2.7.20 Arrears of Airport Landing Fees - Arrears in respect of Airport Landing Fees as
at 31 March 2009 decreased by £53,801 to £129,392 compared against the previous
financial year-end arrears position of £183,193. However, arrears as at 31 December
2009 increased slightly by £9,823 to £139,215, of which £109,099 had been settled by
the end of February 2010.

2.7.21 Arrears of Sale of Stamps - Arrears of Sale of Stamps increased by £2,979 from
£45,088 as at 31 March 2008 to £48,067 as at 31 March 2009. Arrears as at 31
December 2009 had risen from the position as at 31 March 2009 by a further £45,206 to
£93,273. The majority of the debt amounting to £82,494 was due by one company in
respect of bulk mailing facilities. However, £58,238 of the amount due as at the end of
December 2009 had been collected by 1 March 2010.

2.7.22 Arrears of Terminal Mail Fees - Arrears of Terminal Mail Fees as at 31 March
2009 decreased year-on-year by £268,363 to £178,410. However, the arrears position
as at 31 December 2009 escalated dramatically from the end of March 2009 by
£511,026 to £689,436. The Post Office Manager reiterated that Terminal Mail Fees
received are directly connected to the amount of mail received from other Universal
Postal Union (UPU) member countries and given the nature of the UPU system,
accounts are always settled in arrears. The arrears position as at the end of December
2009 had significantly improved as payments totalling £604,945 had been received by 1
March 2010.

2.7.23 Arrears of Fines and Forfeitures - The arrears as at 31 March 2009 amounting to
£286,434 increased year-on-year by £57,542. However, the arrears position as at 31
December 2009 slightly decreased by £10,181 to £276,253 compared to the position as
at 31 March 2009. Notwithstanding the slight decrease, I asked the Clerk to the Justices
for an explanation regarding the general escalation of arrears of Fines and Forfeitures.
At the close of this report and despite a reminder the Clerk to the Justices had not
provided me with the information requested.

2.7.24 In paragraph 2.7.19 of last year’s report I explained that I requested the Clerk to
the Justices for further analysis of the information he had submitted to me regarding the
amount of fines for which warrants had been issued. I also explained that the Clerk to
the Justices had informed me on 11 February 2009, after three reminders, that the
information I had requested would be provided by the end of June 2009. At the close of
this report, despite a further two reminders, the Clerk to the Justices had still not
submitted the information.

2.7.25 On 10 February 2010 the Commissioner of Police provided me with the
information I requested on 22 January 2010, relating to the latest position regarding
warrants in possession of the Police for non-payment of fines. The arrest warrants
executed during the 12-month period to 5 February 2010 totalled 3,408 with a monetary
value of £63,972. Outstanding arrest warrants regarding unpaid fines as at 5 February
2010 stood at 1,432 warrants, of which 735 warrants totalling £52,432 were in respect
of persons presumably outside the jurisdiction of Gibraltar. There were, therefore, 697
pending and executable arrest warrants with a value of £41,327 as at 5 February 2010.
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2.7.26 General - Arrears of Income Tax, Corporation Tax, Estate Duties, General Rates
and Salt Water Charges, Ground and Sundry Rents and House Rents, are dealt with in
Part 3 of this report.

I mprovement and Development Fund

2.8.1 General - The Improvement and Development Fund (IDF) ended the financial
year 2008-09 with a balance of £78.74m, compared to an original estimate of £0.49m, a
forecast outturn of £85.28m and the previous year’s balance of £0.85m.

2.8.2 Revenue - The revenue of the IDF for 2008-09 was £117.76m, compared to an
original estimate of £24.99m, a forecast outturn of £126.26m and the previous year’s
revenue of £31.40m.

2.8.3 1 obtained explanations from Receivers of Revenue for the larger variances
between original estimates and actual revenue for the financial year 2008-09 and
hereunder highlight the explanations provided to me: -

Head 101 — Contributions and Loans
Subhead 2 — Loans

Original Estimate - £7,000,000 Actual Revenue - £98,692,900

The Accountant General explained that the significant increase was due to additional
borrowing, through the issue of Government Registered Debentures, the proceeds of
which are required to fund a number of large capital projects in respect of which there
has been a spill over of expenditure into financial year 2009-10.

Head 102 — Sale of Government Properties
Subhead 1 — Land and Building Sales and Leases

Original Estimate - £9,500,000 Actual Revenue - £10,574,822

The Accountant General stated that it is always difficult to estimate the revenue from
land and building sales. However, the original Treasury submission was £10.5m
although the approved estimate appears to have been slightly more conservative.

2.8.4 Expenditure - The expenditure of the IDF for the financial year 2008-09 stood at
£39.87m, compared to an original estimate of £25.00m, a forecast outturn of £41.83m
and the previous year’s expenditure of £32.01m.

2.8.5 I hereunder detail the reasons provided to me by Controlling Officers on the
variances between the original estimate and the actual expenditure for the financial year
2008-09 that I considered of major significance: -

Head 101 — Departmental
Subhead 5 — Environment (c¢) Storm Water Drains and Sewers Replacement

Original Estimate - £1,000,000 Actual Expenditure - £337,006

In his explanation the Chief Executive, Technical Services stated that the variance was
principally as a result of two of the projects, valued at £300,000 and £250,000
respectively, allocated under this expenditure item not proceeding mainly due to
technical reasons. He also informed me that the balance of the under expenditure
related to lower than anticipated expenditure on a number of other smaller projects.
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Head 102 — Central Public Administration and Essential Services
Subhead 1 — Public Administration (a) Government Buildings, Works and Structures

Original Estimate - £800,000 Actual Expenditure - £1,381,669

The Chief Secretary informed me that the variance was due to increased expenditure in
connection with the relocation of the Department of Education and Training from Town
Range to Queensway.

Head 103 — Projects
Subhead 2 — Beautification Projects (c) Orange Bastion/Chatham Counterguard/Fish
Market Road/Public Market

Original Estimate - £1,400,000 Actual Expenditure - £290,855

In his response the Chief Executive, Technical Services explained that the under-spend
was mainly due to a delay in proceeding to tender on one of the phases of the project,
which hence affected the award on part of the project valued at £875,000. In addition,
the Chief Executive informed me that an allowance of £130,000 made for part
expenditure on the next phase of the project did not proceed during the financial year.

Head 103 — Projects
Subhead 3 — New Roads and Parking Projects (b) Dudley Ward Tunnel Access Safety
Works

Original Estimate - £1,250,000 Actual Expenditure - £64,085

The Chief Executive, Technical Services, commented that changes to the physical
characteristics of the site meant that the scheme as originally designed was superseded
and a new scheme had to be prepared, consequently, the only expenditure incurred in
the project was in relation to consultants’ fees.

Head 103 — Projects
Subhead 5 — Relocation Costs (a) MOD

Original Estimate - £1,000,000 Actual Expenditure - £12,507,675

Subhead 5 — Relocation Costs (b) Other
Original Estimate - £10,000 Actual Expenditure - £2,770,298

The Financial Secretary explained that token amounts were approved for both subheads
of expenditure due to the fact that the timing of the different projects was unknown,
notwithstanding that a balance of £8m to complete was established at the beginning of
the financial year in subhead 5 - Relocation Costs - (a) MOD.

Head 103 — Projects
Subhead 6 — Other Projects (a) New Prison

Original Estimate - £1,000,000 Actual Expenditure - £2,997,318

The explanation provided to me by the Financial Secretary was that although the project
had a balance of £3m to complete at the beginning of the financial year it was difficult
to establish a reasonable sum due to the uncertainty of the timing of the expenditure, so
a token amount was hence approved.
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Head 103 — Projects
Subhead 6 — Other Projects (2) New Airport Terminal Building

Original Estimate - £1,000 Actual Expenditure - £2,710,845

The Accountant General explained that only a token provision was made as it had not
been established at the time of the submission whether the New Airport Terminal
Building project would be funded by the Improvement and Development Fund or a
Government-owned company. She stated that a decision was made during the financial
year to charge expenditure related to this project to the Improvement and Development
Fund.

2.8.6 Improvement and Development Fund — General - As I have commented in
previous reports the explanations provided to me by a number of Controlling Officers
seems to indicate weaknesses in the control and management of certain capital projects.
I remain of the view that existing procedures should be reconsidered in order to ensure
that, as far as practicable and possible, works are completed on time given that delays in
the commencement and completion of works generally result in higher costs to
Government.

Special Funds

2.9.1 Statutory Benefits Fund - The Public Finance (Statutory Benefits Fund) Act
2008 came into operation on 1 July 2008 to establish a special fund called the Statutory
Benefits Fund principally for the purpose of crediting contributions and arrears
previously payable to; charging benefits previously payable from; and transferring all
moneys and investments, which immediately before 1 July 2008 were held by the:

e the “Short-Term Benefits Fund” established under section 29 of the Social Security
(Insurance)Act;

e the “Open Long-Term Benefits Fund” established under section 10 of the Social
Security (Open Long-Term Benefits Scheme) Act 1997;

e the “Closed Long-Term Benefits Fund” established under section 3 of the Social
Security (Closed Long-Term Benefits and Scheme) Act 1996;

e the “Employment Injuries Insurance Fund” established under section 51(1) of the
Social Security (Employment Injuries Insurance) Act; and

e the “Employer’s Insolvency Fund” established under section 2(1) of the Gibraltar
Development Corporation (Employer’s Insolvency) Rules,1991.

2.9.2 Savings Bank Fund - The net income for the financial year ended 31 March 2009
was £2.85m, compared to a net income of £1.50m during the year 2007-08. In addition,
there was a capital gain on the Fund’s investments amounting to £0.64m, compared to a
capital gain on the Fund’s investments during the previous year amounting to £2.44m.
On 31 March 2009 the deposits of the bank, excluding £0.09m of accrued interest, stood
at £227.27m, a decrease of £14.57m compared to the previous year’s total deposits. The
level of non-Government deposits at the end of the year 2008-09 decreased to £102.38m
compared to the balance held at the end of the previous year of £175.51m. The decrease
of £73.13m was largely as a result of depositor’s transferring their funds to debentures
issued directly by the Government of Gibraltar. Also, as from 13 October 2008 no
further debentures were issued by the Gibraltar Savings Bank. On the other hand,
Government deposits on 31 March 2009 stood at £124.90m, an increase of £58.57m
against the balance held at the end of the previous year amounting to £66.33m.
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2.9.3 The sum of £19.25m was transferred from the Reserve Account to the
Consolidated Fund on 31 March 2009 in accordance with an amendment to Section
13(2)(b) of the Gibraltar Savings Bank Act, which came into operation on 24 July 2008.
The amendment provides for the surplus in revenues in any year to be transferred to the
Consolidated Fund provided that the assets of the Gibraltar Savings Fund will thereafter
be not less than the liabilities to depositors, as represented by the deposits in the
Gibraltar Savings Bank. The consequence of the amendment is that it is no longer
necessary for the Gibraltar Savings Bank to maintain a reserve balance. The end-of-
year reserves as at 31 March 2009 stood at £0.64m compared to £16.40m the previous
year.

2.9.4 Note Security Fund - The value of Gibraltar currency notes in circulation at the
end of the financial year 2008-09 stood at £23.40m, compared with £18.68m at the end
of March 2008, an increase of £4.72m (25.3%). The currency notes in circulation by
denomination as at 31 March 2009 is shown in Figure 2.

Notes in Circulation Value
£50 Series AA 107,000 x £50 £5,350,000
£20 Series AA/AB 423,000 x £20 £8,460,000
£20 Series CCC 272,000 x £20 £5,440,000
£10 Series AA 279,000 x £10 £2,790,000
£10 Series B 37,000 x £10 £370,000

£5 Series MM 197,000 x £5 £985,000
£23,395,000

2.9.5 Figure 3 illustrates the value of Gibraltar currency notes in circulation during the
last seven years:

£'million

23.4

18.7

20
15.5 15.1 16.4
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2.9.6 At the end of the financial year 2008-09 the value of the Note Security Fund
totalling £26.48m exceeded the value of the notes in circulation by £3.08m (13.2%). As
mentioned in previous reports the Currency Notes Act provides that the whole or part of
the excess over 110% of the value of the currency notes in circulation on the last day of
any financial year may be transferred to the Consolidated Fund. However, consequent
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PART 2

to an administrative decision during the financial year 1996-97 no further transfers have
been made as from the end of that financial year in order to create a reserve for any
future Gibraltar coinage liabilities that may arise, as there is no corresponding fund for
Gibraltar coinage.

2.9.7 No reprints of Gibraltar currency notes were made during the financial year
2008-09. However, a payment was made for the design costs and a deposit on the
printing of two denominations of a new set of currency notes.

2.9.8 Sales of Gibraltar currency notes to collectors during the financial year 2008-09
were 1,452 notes valued at £13,403 by Gibraltar Philatelic Bureau Limited and 17,112
notes valued at £121,218 by the Treasury Department.

Public Debt

2.10.1 In accordance with the provisions of section 3(1) of the Public Finance
(Borrowing Powers) Act 2008, the Government can, inter alia, borrow any sum or sums
of money provided that it shall not draw down or incur any additional Public Debt that
will cause:-
o the Net Public Debt after such borrowing or drawing to exceed the higher of £200m
or the lower of:-

(1)  40% of Gibraltar’s Gross Domestic Product; or

(i) 80% of Consolidated Fund Recurrent Annual Revenue;
or

e the Annual Debt Service Ratio to exceed 8%.

2.10.2 The Public Debt of Gibraltar stood at £191.5m on 31 March 2009, a year-on-
year increase of £98.7m. However, the Net Public Debt (Public Debt less Cash
Reserves) stood at £61.9m on 31 March 2009.

2.10.3 Figure 4 depicts the level of Public Debt as at the end of the last seven financial
years.
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2.10.4 Figure 5 shows Public Debt movement during the financial year 2008-09.

Public Debt asat 1 April 2008

Redemptions and repayments during the year
Commercial Borrowing:

Barclays Bank PLC
Natwest Offshore Limited

Government of Gibraltar - Special Issue of Pensioners’ Monthly
Income Registered Debentures 2008

Debentures:

Government of Gibraltar - Special Issue of Pensioners’ Monthly
Income Registered Debentures 2010

Government of Gibraltar - Pensioners' Monthly Income
Registered Debentures

Government of Gibraltar - Monthly Income Registered
Debentures

Government of Gibraltar - Special Issue of 6% Monthly Income
Registered Debentures to Gibraltar Community Care Ltd

Borrowing during the year

Commercial Borrowing:
Barclays Bank PLC
Natwest Offshore Limited
Debentures:

Government of Gibraltar - Special Issue of Pensioners’ Monthly
Income Registered Debentures 2008

Special Issue of 3-Year Fixed Pensioners' Monthly Income
Registered Debentures 2011

Government of Gibraltar - Pensioners' Monthly Income
Registered Debentures

Government of Gibraltar - Monthly Income Registered
Debentures

Government of Gibraltar - Special Issue of 6% Monthly Income
Registered Debentures to Gibraltar Community Care Ltd

Public Debt asat 31 March 2009
Represented by:-

Commercial Borrowing:

Barclays Bank PLC

Natwest Offshore Limited

Government of Gibraltar Registered

Debentures:

Special Issue of Pensioners' Monthly Income Registered
Debentures 2008

Special Issue of Pensioners' Monthly Income Registered
Debentures 2010

Pensioners' Monthly Income Registered Debentures

Special Issue of 3-Year Fixed Pensioners' Monthly Income
Registered Debentures 2011

Monthly Income Registered Debentures

Special Issue of 6% Monthly Income Registered Debentures to
Gibraltar Community Care Ltd
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L oansissued by the Gover nment of Gibraltar

2.11.1 Improvement and Development Fund - No new loans were issued from the
Improvement and Development Fund during the financial year 2008-09 and one loan
was fully repaid during the year. At the end of March 2009 eight of the nine active
loans were keeping to repayments in accordance with their respective agreements.

2.11.2 The position concerning the defaulter of a loan issued on 16 January 2003
amounting to £48,000 plus interest is that the case is still under review and no decision
has yet been taken on how the outstanding amount owed is to be treated. The total debt
as at 8 January 2010 was £55,197, made up of £36,000 in respect of capital, £13,126
relating to loan agreement interest and £6,071 in connection with default interest.

2.11.3 As I mentioned in paragraphs 2.11.2 and 2.11.3 of last year’s report the
Financial Secretary authorised on 23 January 2009 and on 23 February 2009 to write-off
the debts amounting to £79,330 owed by four companies deemed irrecoverable. The
break-down of the amounts written-off are shown as a footnote in the “Statement of
Outstanding Loans Issued” in the Annual Accounts.

Gibraltar Government Lottery

2.12.1 The accounts of the Gibraltar Government Lottery for the financial year 2008-09
show a net profit of £147,880 on the year’s operations against the estimated surplus of
£198,000 and the previous financial year’s profit of £975,295.

2.12.2 The actual net proceeds on the sale of lottery tickets during the financial year
2008-09 was £4,548,304, an increase of £448,304 (10.9%) compared against the
estimate for the year of £4,100,000 and a rise of £28,138 (0.6%) compared to the
previous financial year’s net proceeds.

2.12.3 Prizes unclaimed and minor prizes on returned tickets from the previous year’s
draws allocated during the financial year 2008-09 amounting to £240,482 increased by
£40,482 (20.2%) compared to the estimate of £200,000 and decreased by £74,952
(23.8%) against the previous financial year’s figure of £315,434.

2.12.4 Unsold tickets in respect of draws held during 2008-09 accounted for 25.4% of
overall tickets available for sale. Major prizes on returned tickets resulted in winnings

by Government of 13.8% of total major prizes compared with 33.2% during 2007-08
and 15.5% during 2006-07.

2.12.5 The value of the “Prizes on Returned Tickets” amounting to £486,500 during the
financial year 2008-09, compared to £1,170,500 in the previous year, was the main
contributory factor for the decrease in the net profit during the financial year.

2.12.6 As I have emphasised in successive reports, the main concern stems from the
sharp fluctuations in the financial results of the Gibraltar Government Lottery, largely
due to the high levels of unsold tickets. The Treasury Department, and in some
instances the contracted administrator, have, nevertheless, continued the publicity
campaign in order to boost ticket sales.

2.12.7 However, the marketing initiatives mentioned in paragraph 2.11.4 of my report
on the annual accounts for the financial year 2004-05, which were; changes to the
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lottery draw structure, displaying advertising boards and the possibility of conducting a
marketing strategy study; have not yet materialised, and do not seem likely to happen.

2.12.8 As I mentioned in last year’s report, the Agreement between the Government of
Gibraltar and the contracted administrator of the Government Lottery expired on the last
lottery draw in December 2008. However, the Agreement was extended until the end of
June 2010 under the same terms and conditions of the expired Agreement. I, therefore,
recommended to the Accountant General that she should consider providing a condition
in the new contract agreement that the successful applicant be made fully responsible
for the marketing initiatives on the sale of the lottery, as in effect most of the marketing
strategy initiatives have essentially been driven and carried out by the Treasury
Department.
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PART THREE [

3.1.1 Receipts - The combined yield from Income Tax and Corporation Tax for the
financial year 2008-09 was £135.42m, compared to £126.92m during the previous
financial year. Figure 6 provides a break-down of these receipts for the financial years
2006-07 to 2008-09.

2006-07 2007-08 2008-09
PAYE £87,756,397 £92,401,983 £97,243,581
Individuals £11,017,813 £10,224,981 £13,242,613
Section 67+ £1,323,706 £1,843,632 £1,738,771
(Less Refunds) (£3,436,344)  (£1,823272)  (£2,731,869)
£96,661,572  £102,647,324  £109,493,096
Corporation Tax £24,344.871 £24,269,135 £25,931,897
£121,006,443  £126,916,459  £135,424,993

Note: * Payment of tax by or in respect of construction sub-contractors.

3.1.2 Arrears of Revenue - The combined arrears of Income Tax and Corporation Tax
on 31 March 2009 stood at £46.22m, an increase of £1.36m from the previous financial
year’s arrears position of £44.86m. The increase in arrears is primarily due to
Corporation Tax and Employers’ PAYE arrears having increased year-on-year by
£2.43m and £0.47m respectively (the increase in Corporation Tax arrears was mainly
due to an estimated assessment for tax year 2008-09, which is disputed and hence
unpaid by a company). On the other hand, Income Tax arrears owed by Individuals
decreased year-on-year by £1.34m.

3.1.3 Figure 7 summarises the arrears position as at 31 March 2009 and compares it to
the previous two financial year-ends.

31-Mar-07 31-Mar-08 31-Mar-09
Assessments on:
Individuals £9,617,001 £9,695,041 £8,354,204
Self-Employed £11,996,922 £14,125,278 £13,936,203
Companies £11,686,992 £14,493,126 £16,919,627
£33,300,915 £38,313,445 £39,210,034
Tax due from Employers
- PAYE deductions £5,892,675 £6,544,760 £7,010,992
£39,193,590 £44,858,205 £46,221,026

Note: The arrears shown in Figure 7 include estimated assessments totalling £17,318,291 (Individuals -
£865,302; Self-employed - £7,268,000 and Companies - £9,184,989) as well as assessments due after 31
March 2009 amounting to £4,340,267 (Individuals - £448,730; Self-employed - £612,242 and Companies
- £3,279,295).
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3.1.4 Tax due from Employers PAYE deductions - Figure 8 shows the age structure of
known PAYE arrears in the last five financial years as at the end of each of the tax years
shown:

Tax Year 31/3/05 31/3/06 31/3/07 31/3/08 31/3/09

Pre 88/89 £11,305 £11,284 £2,431 £2,431 £1,716
88/89 £7,027 £6,883 £2,019 £2,019 £2,019
89/90 £37,145 £28,545 £12,800 £12,800 £12,800
90/91 £82,625 £75,325 £24,954 £21,616 £21,616
91/92 £55,550 £51,638 £23,421 £19,229 £12,323
92/93 £117,902 £112,741 £54,291 £50,209 £43,046
93/94 £105,173 £94,265 £62,149 £61,850 £60,261
94/95 £102,633 £92,986 £54,499 £52,411 £50,861
95/96 £120,769 £111,123 £87,737 £80,420 £71,625

96/97 £231,557 £179,059 £142,842 £153,295 £124,875
97/98 £415,370 £288,980 £202,395 £192,399 £180,532
98/99 £550,750 £479,772 £388,100 £318,947 £303,021
99/00 £440,598 £359,833 £263,221 £227,023 £247,118
00/01 £550,467 £389,418 £248,274 £215,523 £202,569
01/02  £1,854,661 £725,594 £546,505 £429,860 £369,882

02/03  £1,419,821 £914,001 £833,336 £736,853 £664,655
03/04 £2,744,361 £933,362 £821,225 £790,945 £613,771
04/05 - £1,621,580 £835,140 £780,621 £528,353
05/06 - - £1,287,336 £724,726 £647,335
06/07 - - - £1,671,583 £922,632
07/08 - - - - £1,929,982

Total £8,847,714  £6,476,389 £5,892,675  £6,544,760 £7,010,992

3.1.5 A test examination of 20 employers’ records carried out on 26 January 2010 to
verify whether payments of Employers’ PAYE deductions were being made for the tax
year 2008-09 and part of 2009-10 revealed that:

e during the tax year 2008-09 12 out of the 20 employers sampled had paid on
average within the due date or within one month of the due date. Another 6
employers had paid on average within two months after the due date, whilst the
remaining 2 employers had settled their PAYE obligations within three months
after the due date;

e the average debtor payment frequency for the tax year 2008-09 for the companies
sampled was as follows:

Average debtor days Percentage of companies
Less than 30 days 60%
More than 31 days and less than 60 days 30%
More than 61 days and less than 90 days 10%
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e there was a further improvement during the tax year 2009-10 to January 2010 as 16
out of the 20 employers sampled had either on average paid on time or within one
month after the due date. Another 2 companies had paid on average within thirty to
forty days after the due date; and

e the last payment made by the remaining 2 companies, however, was in July 2009 in
respect of the employers’ PAYE deductions for the month of June 2009.

3.1.6 The Commissioner of Income Tax stated that he was content that most
employers were paying within the due date or shortly after the due date, and confirmed
that he is actively pursuing recalcitrant employers.

3.1.7 On 1 February 2010, a total of 235 annual returns submitted by employers of
PAYE deductions made from employees for the tax year 2008-09 had amounts
outstanding totalling £3.00m (£1.71m was owed by nine employers) compared to 347
annual returns of PAYE deductions made from employees submitted for the previous
tax year amounting to £2.09m outstanding as at 31 January 2009.

3.1.8 Figure 9 below depicts the number of companies in the last seven tax years as at
1 February 2010 that had submitted the annual returns of PAYE deductions made from
employees, but had still not paid the Employers’ PAYE deductions payments for those

tax years.

Number of annual returns

TaxYear  of PAYE (P8's) deductions O"{:Stand'”g
mount
from employees
2002-03 54 £603,312
2003-04 62 £566,665
2004-05 70 £507,431
2005-06 99 £626,885
2006-07 160 £761,205
2007-08 209 £1,607,042
2008-09 235 £2,995,345

3.1.9 The Commissioner considers that the constant level of Employers’ PAYE
deductions arrears is as a result of large sums still tied down to Employers’ PAYE
arrears agreements and, although payments are being received through arrears
instalment payments, there is also an element of additional Employers” PAYE being
added following receipt of company accounts and additional P8 amounts added from
director’s fees.

3.1.10 However, the Commissioner, once again, explained that he had implemented a
strategy of stricter controls on the collection of PAYE and Social Insurance
contributions from recalcitrant employers by setting up a dedicated section within the
Income Tax Office. This section, the Compliance and Enforcement Section, is
responsible to monitor employers failing to pay the monthly Employers’ PAYE and
Social Insurance deductions made from employees by the due dates, with a view that
legal action will be instigated immediately on those employers who do not comply. The
Commissioner felt that this procedure was a better and more practical option in order to
discourage recalcitrant employers from delaying PAYE payments than applying
penalties under the provisions of the Income Tax (Pay As You Earn) Regulations, 1989.
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3.1.11 Employers P8 and P8A Declarations - On 29 January 2010 a total of 347
employers failed to comply with the legal requirement to submit an annual return of
PAYE deductions made from employees for the tax year 2008-09 compared to 342 on
31 January 2009 for the tax year 2007-08.

3.1.12 In addition, on 17 February 2010 a total of 425 employers had still not submitted
the P8A declaration form for the period April 2007 to June 2007 compared to 524
employers on 31 January 2009 for the same period (as a result of the reform and
introduction of the new Social Insurance Contributions System effective from 1 April
2007). Since the amounts outstanding are not quantifiable these are not reflected in the
relevant PAYE arrears amount. Although the amount owed is impossible to ascertain,
the Commissioner still considers that these unquantifiable PAYE arrears are not
considerable, as an element of the employers failing to submit the returns are made up
by non-trading companies. However, the Commissioner explained that the duties of the
Compliance and Enforcement Section included the chasing of PAYE tax due as well as
the associated documentation.

3.1.13 Figure 10 shows the number of companies in the last six tax years as at 29
January 2010 that had still not submitted their annual returns of PAYE deductions made
from their employees.

Number of annual returns

Tax Year of PAYE deductionsfrom
employees (P8's)
2003-04 91
2004-05 70
2005-06 109
2006-07 178
2007-08 218
2008-09 347

3.1.14 PAYE Individuals - A follow-up review conducted on 22 January 2010 regarding
the tax situation by profession of a sample of the 33 PAYE individuals, highlighted in
paragraph 3.1.13 of last year’s report, is shown in Figure 11:

Oldest
L ast Assessment Last Declared Income Unpaid
Issued by Income Tax from P8/Declaration form Assessment
Tax Year Amount Tax Year Amount  Tax Year
Estate Agents
Case 1 05/06 £55,000 00/01 £2,500 97/98
Case 2 * 06/07 £159,032 07/08 £52,500 03/04
Case 3 06/07 £198,297 07/08 £52,500 05/06
Architects
Case 1 05/06 £55,000 06/07 £30,000 98/99
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Oldest

L ast Assessment L ast Declared Income Unpaid

I ssued by Income Tax from P8/Declaration form Assessment

Tax Year Amount Tax Year Amount Tax Year
Pharmacists
Case 1 02/03 £50,000 06/07 £50,000 00/01
Case 2 06/07 £50,000 08/09 £50,000 X
Case 3 04/05 £24,000 08/09 £40,000 X
Case 4 * 04/05 £43,200 07/08 £42,192 04/05
Case 5 * 04/05 £40,000 08/09 £40,000 02/03
Case 6 04/05 £51,876 08/09 £31,876 99/00
Case 7 04/05 £20,131 08/09 £25,000 X
Businessmen
Case 1 07/08 £30,000 07/08 £30,000 03/04
Case 2 02/03 £20,000 08/09 £40,000 X
Case 3 03/04 £49,258 06/07 £20,000 02/03
Case 4 06/07 £63,000 08/09 £36,050 03/04
Case 5 02/03 £34,415 08/09 £33,800 99/00
Case 6 04/05 £21,667 08/09 £30,000 X
Case 7 04/05 £21,312 07/08 £25,983 X
Case 8 04/05 £122,957 07/08 £134,833 X
Case 9 07/08 £18,200 08/09 £18,200 X
Case 10 06/07 £58,000 08/09 £62,000 05/06
Case 11 04/05 £46,179 08/09 £54,406 X
Case 12 04/05 £46,179 08/09 £54,406 X
Case 13 06/07 £53,773 08/09 £54,406 X
Case 14 04/05 £44.640 07/08 £49,554 X
Case 15 04/05 £72,346 07/08 £83,285 X
Case 16 04/05 £72,346 07/08 £83,285 X
Case 17 04/05 £243,107 07/08 £138,008 X
Case 18 04/05 £58,000 08/09 £12,000 X
Case 19 * 04/05 £68,200 08/09 £18,200 99/00
Case 20 05/06 £25,000 06/07 £20,000 04/05
Case 21 06/07 £95,000 07/08 £65,833 X
Case 22 - - 07/08 £13,400 X

Notes: Estimated assessments were raised for tax year 2005-06 in respect of Estate Agent - Case 1 and Architect
Case 1 in the sum of £55,000 each.

* These taxpayers have older unpaid assessments than the tax year shown in Figure 11. However, these older
debts are followed by a period of PAYE refunds that have been applied to partly offset the older debts.
X No liability was due by the individual s on the date of the exercise.

3.1.15 The position regarding the latest P8 submissions on behalf of PAYE individuals
is that as at 22 January 2010, in 19 of the 33 individuals employers had submitted
further P8’s since the last review reported in paragraph 3.1.13 of last year’s report.
However, the Income Tax Office had not issued further PAYE assessments to 29 of the
33 PAYE individuals since the last review.

3.1.16 In paragraph 3.1.16 of last year’s report, I explained that no PAYE assessments
were found for a particular taxpayer in the Income Tax system, despite the employer
submitting P8 forms up to and including tax year 2007/08. 1 also stated that the
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Commissioner had informed me that PAYE assessments would be prepared as part of
the on-going investigation process on this taxpayer once the necessary work was
finalised. However, no assessments had been issued since my last report.

3.1.17 Self-employed Individuals - A detailed review of 33 of the 35 self-employed
individuals selected (as mentioned in last year’s report 2 self-employed persons left
Gibraltar and their accounts were inactive) revealed the under-mentioned observations:

e 21 of the taxpayers had been issued with an assessment up to tax year 2009-10. Of
these, 16 had been issued with estimated assessments, and 2 taxpayers were issued
with an assessment ‘subject to examination’;

e of the remainder, 7 taxpayers had been assessed up to tax year 2008-09, 3 taxpayers
up to tax year 2007-08 and 2 taxpayers up to tax year 2006-07;

e 4 self-employed persons had last submitted accounts on or before the tax year
2006-07, of these, 2 had last submitted accounts for tax year 2005-06 and 1 had last
submitted accounts for tax year 2004-05;

e only 12 self-employed persons had submitted the tax year 2009-10 income tax
return;

e only 15 self-employed individuals had submitted the tax year 2008-09 income tax
return; and

e 6 self-employed persons had not yet presented an income tax return for the last two
tax years.

3.1.18 Figure 12 shows the latest position regarding the last tax assessment of the total
number of registered self-employed persons as at 2 February 2010, reflecting a slight
improvement on the previous year’s position.

Last Tax Year Assessed No. of Individuals

2005/06 34
2006/07 213
2007/08 617
2008/09 971
2009/10 551

Total 2,386

3.1.19 Figure 13 depicts by profession the tax situation, as at 31 January 2010, of the
29 self-employed individuals featured in paragraph 3.1.20 of last year’s report and
highlights the differences between the latest actual declared income submitted by these
self-employed persons and the latest income estimated by the Income Tax Office.

Last Declared Income Last Estimated Assessment
received by Income Tax Issued by Income Tax
Tax Year Amount Tax Year Amount
Lawyers
Case 1 08/09 £75,122 09/10 £150,000
Case 2 08/09 £32,146 08/09 £30,000

25



Last Declared Income L ast Estimated Assessment
received by Income Tax I ssued by Income Tax
Tax Year Amount Tax Year Amount

Case 3 05/06 £48,000 06/07 £78,985
Case 4 08/09 £57,935 06/07 £140,000
Case 5 09/10 £30,789 08/09 £55,000
Case 6 08/09 £65,107 09/10 £73,000
Case 7 09/10 £66,215 07/08 £75,000
Case 8 09/10 £57,500 - -
Case 9 08/09 £69,752 07/08 £40,000
Case 10 09/10 £74,999 09/10 £74,999
Case 11 07/08 £72,218 09/10 £125,000
Case 12 08/09 £67,564 09/10 £70,000
Case 13 09/10 £39,711 07/08 £30,000
Dental
Case 1 06/07 £32,917 09/10 £95,000
Case 2 08/09 £80,000 09/10 £90,000
Case 3 08/09 £64,424 09/10 £74,000
Case 4 08/09 £20,000 09/10 £20,000
Case 5 08/09 £23,048 09/10 £28,000
Architects
Case 1 07/08 (£8,435) 07/08 £45,000
Case 2 08/09 £59,690 08/09 £100,000
Case 3 08/09 £84,384 08/09 £100,000
Case 4 09/10 £49,958 - -
Medical
Case 1 09/10 £11,574 07/08 £38,000
Case 2 07/08 £11,414 07/08 £38,000
Case 3 - - 06/07 £50,000
Case 4 07/08 £26,015 09/10 £55,000
Accountants
Case 1 08/09 £64,396 09/10 £160,000
Case 2 08/09 £36,676 09/10 £40,000
Businessman
Case 1 09/10 £28,102 08/09 £45,000

Note: Where a taxpayer has submitted the declared income for a tax year before the Income Tax Office has issued an
estimated assessment then the Income Tax Office will not issue an estimated assessment unless the
Commissioner of Income Tax is not satisfied with the declared income. The estimated assessments shown in
Figure 13 are not necessarily the latest assessmentsissued to the self-employed individuals sampled.

3.1.20 The position as at 5 February 2010 regarding the latest submissions of tax
returns and/or accounts by the 29 self-employed individuals sampled is that:

¢ 6 individuals had not yet submitted any further accounts and/or tax returns since the
last audit review reported in paragraph 3.1.20 of last year’s report;
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e 5 individuals submitted a reduction in their declared incomes from that submitted
for the previous tax year, of these, 2 were substantial (£19,456 and £18,083 less)
and another individual showed a loss of £8,435 for the tax year 2007-08;

e 3 individuals submitted the same declared income as the previous tax year’s
submission; and

e of the 11 self-employed individuals issued with assessments based on declared
income, 7 were issued with normal and final assessments, 3 were issued with
assessments “subject to examination” and 1 was issued a provisional assessment.

3.1.21 An analysis conducted on 1 February 2010, graphically illustrated in Figure 14,
brought to light that £7.5m (i.e. 55.1% of the aggregate debt of £13.5m)' was owed by
just 121 (9.8%) self-employed persons with individual arrears in excess of £25,000.
This compares to £9.2m (i.e. 60.9% of the aggregate debt of £15.1m) owed by 119
(10.3%) self-employed individuals on 23 February 2009.

Self - Employed Taxpayers Total Arrears in respect of
Self - Employed Taxpayers

55.1%

90.2%

44.9%

Analysis showing the percentage of Analysis showing that 55.1% of the total arrears due is
Self-Employed taxpayers with arrears owed by Self-Employed taxpayers with arrears
exceeding £25,000. exceeding £25,000.
‘Cl Arrears between £1 and less than £25,000 3 Arrears over £25,000 ‘

3.1.22 As I have previously commented I am gravely concerned at the excessively high
debts accumulated over a number of years by a very small number of individuals with
high incomes and I have been urging the Commissioner to give urgent priority to tackle
these cases. In his last correspondence on 22 January 2009 the Commissioner
confirmed that the Income Tax Office was in the process of undertaking an exercise to
reduce the level of arrears either by writing-off debts pertaining to non-existent
taxpayers that have remained in the Income Tax database or through legal action in
order to recover the amounts due from existing taxpayers. The Commissioner recently
confirmed that there is now an officer solely dedicated to the chasing of arrears of self-
employed individuals. During the financial year 2008-09, 72 Claim Forms were issued
to self-employed taxpayers and, as at 25 February 2010, a further 104 Claim Forms
were issued during the financial year 2009-10. In addition, on 29 May 2009, the
Financial Secretary approved the write-off of the sum of £931,983 of arrears of self-

" The £7.5m and £13.5m of self-employed income tax arrears includes “due after” sums (Section 82 of the
Income Tax Act refers) amounting to £2.0m and £4.0m respectively; and excludes “credits” amounting
to £nil and £0.7m respectively.
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employed individuals who, according to the Commissioner of Income Tax, either were
deceased or had left the jurisdiction.

3.1.23 Qualifying, High Net Worth, Category 2, 3 and 4 Individuals and High
Executives Possessing Specialist ills - A review undertaken on 27 January 2010 of a
sample of 20 active and 5 inactive individuals’ accounts under these categories showed
a vast improvement since last year’s review as follows:

e only 1 of the 20 individuals’ active accounts had not yet been assessed for the tax
year 2008-09; and

e only I of the 5 individuals’ inactive accounts had outstanding tax arrears amounting
to £10k.

3.1.24 Return of Expenses, Perquisites and Benefits (P10's) - In accordance with
Section 63(1) of the Income Tax Act the Commissioner issues notices to all employers
in respect of each tax year, requiring the submission of a return of directors and
employees who have been in receipt of any expenses, perquisites or benefits, together
with details of the nature and amount of benefits received in each case. As at 2
February 2010, a total of 759 (39.27%) out of 1,933 P10 forms issued to employers for
the tax year 2008-09 had not been returned.

3.1.25 The Commissioner is still unable to quantify certain benefits in kind for tax
purposes given that the method for doing so is required to be prescribed by law.

3.1.26 Income Tax Arrears Section (ITAS) - According to ITAS’s records, Income Tax
PAYE and Social Insurance contributions arrears referred to the ITAS during the period
1 January 2009 to 31 December 2009 totalled £6.36m and £4.26m respectively.

3.1.27 The overall position as at the end of December 2009 was that arrears in respect
of Income Tax PAYE totalled £9.25m and £5.90m in respect of Social Insurance
contributions. Of these £1.93m and £2.55m was in respect of arrears agreements on
Income Tax PAYE and Social Insurance contributions, respectively, managed by ITAS.
The remaining £7.32m of Income Tax PAYE and £3.35m of Social Insurance
contributions arrears owed by companies as at 31 December 2009 were at different
stages of the arrears recovery process, with £4.46m and £1.29m respectively having at
least been sent a 21-day statutory demand notice.

3.1.28 Arrears repayment agreements expressly require debtors to be up-to-date both
with instalments and with all other payments due and owing to the government for the
duration of the agreements. Monitoring of agreements to ensure that agreements and
current payments are up-to-date is carried out on a monthly basis since February 2005.

3.1.29 A test examination of 5 Income Tax PAYE company repayment agreements, 5
Social Insurance contributions repayment agreements and 5 Corporation Tax repayment
agreements carried out in 4 February 2010 revealed that:

e 3 of the 5 companies with Income Tax PAYE agreements were up-to-date;

e 1 of the remaining 2 companies had been given a deadline to adhere to the
repayment agreement, otherwise a 21-day statutory demand notice would be sent.
The other company had the repayment agreement cancelled and a petition to wind-
up the company will be issued if payments are not made. Both companies were not
up-to-date with their current Income Tax PAYE and Social Insurance contributions
payments;
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e 4 of the 5 companies with Social Insurance agreements were up-to-date;
¢ the remaining company was issued with a 21-day statutory demand notice;

e 4 out of the 5 companies with Social Insurance agreements were not up-to-date
with the current Social Insurance contribution payments;

e only 2 of the 5 companies with Corporation Tax agreements were up-to-date; and

e of the remaining 3 companies, 1 had been issued with a 21-day statutory demand
notice, another was one month in arrears and the other was three months in arrears.

3.1.30 During January 2010, the Commissioner cancelled all repayment agreements in
default and consequently, up to 24 February 2010, issued 156 21-day statutory demand
notices. In addition, during the same period, the Commissioner filed 11 petitions with
the Supreme Court to wind-up companies for non-payment of Income Tax PAYE and
Social Insurance contributions arrears.

3.1.31 The Financial Secretary authorised the write-off on 29 May 2009 and 16 March
2010 of a total of £5.0lm of arrears considered irrecoverable in respect of Social

Insurance contributions (£2.35m), Corporation Tax (£1.0lm), Self-employed
individuals (£0.93m), Employers’ PAYE (£0.55m) and PAYE individuals (£0.17m).

3.1.32 Income Tax Social Insurance Contributions Section (ITCS - As I have
mentioned in previous reports the amount of pre-2000 Social Insurance contributions
arrears was never quantified by the Department of Social Security. In addition, Social
Insurance contributions arrears for the period January 2001 to March 2007 was
transferred in April 2007 from the Department of Social Security to the Income Tax
Office. However, the Commissioner felt that these arrears were not entirely accurate
and, therefore, as from November 2008 only Social Insurance contributions arrears from
April 2007 onwards, including prior arrears that are within existing arrears agreements,
have been included in the arrears report. I understand that no effort has been made to
recover these sums as most of these debts have now become statute-barred.

3.1.33 In paragraph 3.1.45 of my penultimate report, I commented that the
Commissioner had proposed to amend pertinent legislation in order to make directors
and partners of companies personally liable in respect of arrears of Social Insurance
contributions deductions made from employees, similar to existing provisions in the
Income Tax (Pay As You Earn) Regulations in respect of Income Tax PAYE
deductions. The Commissioner informed me that the legislation is currently in the
process of being drafted.

3.1.34 Income Tax Compliance and Enforcement Section - As I commented in
paragraph 3.1.38 of last year’s report, the Compliance and Enforcement Section created
in June 2008 is responsible for ensuring compliance by local employers of their Income
Tax PAYE and Social Insurance contributions obligations. It is evident that noticeable
improvements have been made by the Income Tax Office in their endeavour to control
and reduce Income Tax PAYE and Social Insurance contributions arrears. The work
undertaken by the section includes identifying and chasing companies who are not
complying with their obligations under the provisions of the law. The Commissioner
confirmed that there had been a noticeable improvement in compliance and he is of the
view that the creation of this section is a contributing factor in the increase in the
revenue yield. During tax year 2008-09 the Compliance and Enforcement Section sent
230 7-days notice letters and issued 28 summonses and, up to 25 February 2010, 130 7-
days notice letters were sent and 3 summonses were issued during tax year 2009-10.
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3.1.35 Genegral - In summary, I am once again generally satisfied with the
Commissioner of Income Tax’s progress and efforts over the last year in tackling issues
related to compliance, enforcement and debt recovery in the various areas under his
responsibility, in which noticeable inroads have been made. However, as I have
previously stated it is important that the momentum is maintained and in some areas
further developed in order to reduce the excessive level of Income Tax and Social
Insurance arrears.

3.1.36 Estate Duties - The arrears of estate duties as at 31 March 2009 increased year-
on-year by £94,604 to £862,974, of which £814,051 was in respect of accrued interest.
The increase of £80,339 in the arrears as at 31 December 2009 compared against the
arrears position as at 31 March 2009 relates totally to interest due on the unpaid estate
duties payable for that period.

3.1.37 In paragraph 3.1.48 of last year’s report I explained that the Commissioner of
Estate Duties would be seeking the Financial Secretary’s authority to write-off debts
owed by nine estates, on the basis that most of the debts related to accrued interest
mainly as a result of the significant delays experienced while dealing with the estate
duty cases. On 28 January 2010, the Financial Secretary authorised the write-off of
estate duty arrears amounting to £914,261 as requested by the Commissioner on 1
October 2009.

Treasury

3.2.1 General Rates and Salt Water Charges Arrears - Arrears of General Rates and
Salt Water Charges stood at £4.99m on 31 March 2009, a decrease of £0.75m compared
with the previous financial year’s arrears figure of £5.74m. However, there was an
effective increase in arrears during the financial year of £0.09m as a result of a total of
£0.84m having been written-off during the financial year 2008-09 of debts deemed
irrecoverable. The arrears position as at 31 December 2009 decreased from 31 March
2009 by £0.49m to £4.50m, however, again as a result of £1.07m having been written-
off during the period 1 April 2009 to 31 December 2009 there was an effective increase
of £0.58m in arrears. Penalties raised for the non-payment of accounts in accordance
with section 277(2) of the Public Health Act stood at £1.82m as at 31 December 2009
equating to 40.4% of the total debt.

3.2.2 1, once again, need to express my concern that the overall high arrears position
will not improve unless effective recovery action is taken on:

e Arrears becoming irrecoverable from tenants and no action having been taken to
recover debts from landlords through the application of Section 272A of the Public
Health Act as approval for the said application has still not been granted. On 31
December 2009 there were 67 accounts with arrears amounting to £0.17m falling
under this category out of which 6 were inactive;

e Arrears in respect of which the Court had granted an Order to Pay. However, this
course of action is ineffective, as the execution of such Orders against debtors is not
proceeded with either because in the case of limited liability companies the process
of liquidation or receivership has been commenced or in other cases because no
approval is granted for the execution of distress warrants. On 31 December 2009
there were 224 such accounts with arrears amounting to £1.31m of which 17 were
inactive. The position as at 31 December 2009 had improved year-on-year by a
decrease of 13 accounts and £0.25m;
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e Arrears in respect of a few accounts with relatively large debts, where longstanding
requests by Land Property Services (LPS) for authority to initiate legal action
continues to be withheld. On 31 December 2009 there were 4 accounts falling
under this category and the arrears stood at £0.17m;

e On 31 December 2009 arrears in respect of 25 inactive accounts that were statute-
barred and irrecoverable stood at £0.30m; and

e On 31 December 2009 arrears due by 86 accounts amounting to £0.18m were listed
as awaiting legal action.

3.2.3 On 26 November 2009 the Accountant General received approval to grant LPS
authority to execute Orders to Pay against recalcitrant Rates debtors and was in the
process of seeking advice regarding the legal procedure before proceeding to enforce
the Orders.

3.2.4 On 31 December 2009 LPS was administering 174 repayment agreements with
outstanding debts amounting to £0.66m, of which 112 referred to domestic accounts and
the remaining 62 were commercial accounts. Of these, 20 cases were in default, of
which 12 were domestic accounts and 8 were commercial accounts. All 20 debtors had
either been sent reminders to pay or issued with Court summonses.

3.2.5 As at 31 December 2009 a total of 89 summonses amounting to £0.52m had
been approved by the Accountant General of which 32 summonses had been passed to
and served by the Magistrates’ Court. A second summons had been issued on 45
accounts for new debts arising after the first summonses were issued.

3.2.6 Ground and Sundry Rents Arrears - The amount outstanding in respect of
Ground and Sundry Rents as at 31 March 2009 stood at £1.06m, a decrease of £0.18m
compared with the previous year’s figure of £1.24m. However, a total of £0.10m was
written-off during the financial year 2008-09 of debts due by companies that had been
liquidated and became statute-barred. On 31 December 2009 the arrears had slightly
increased by £0.03m to £1.09m.

3.2.7 An examination of the Ground and Sundry Rents arrears records showed that on
31 December 2009, £0.80m (73.4%) of the total arrears figure of £1.09m was owed by a
group of 58 tenants owing sums in excess of £5k, out of 869 tenants in arrears on that
date. An aged debt analysis as at 19 January 2010 revealed that 51% of the total debt
was over 360 days old, whilst 38% of the total debt was between 1 and 89 days old.

3.2.8 A follow-up review carried out on 19 January 2010 of 37 of the 42 tenants
holding residential accounts and 10 of the 15 tenants holding commercial accounts,
mentioned in paragraph 3.2.9 of last year’s report, that had been referred to the
Accountant General for the initiation of legal action on 18 July 2006 and 4 August
2006, revealed that:

e Of the 10 tenants with residential accounts who had fully paid as at the last review
on 13 February 2009, 7 had defaulted in subsequent invoices of which, 6 tenants
were | year in arrears and 1 tenant was 6 months in arrears;

e Of the remaining 27 tenants with residential accounts, 12 tenants had increased the
outstanding amount due, 4 tenants had reduced the amounts owed, 9 tenants had
fully settled their debts and 2 accounts had remained the same. However, no legal
action had been taken against any of the above-mentioned tenants;

31



e Of the 12 tenants who had increased their outstanding amounts, 2 were currently in
dispute with LPS; 4 tenants had pending issues and the remaining 6 had not been
chased because they owe less than £1k;

e Of the 2 tenants whose debts had remained the same, 1 tenant was threatened with
legal action and the other tenant’s balance will be written-off as the debt has
become statute-barred;

e Of the 10 tenants holding commercial accounts, 6 tenants had increased the
outstanding amount of their debts, 1 tenant had fully settled the arrears, 2 tenants
had paid part of the debt due and 1 tenant had not made any payments towards the
debt; and

e Of the 6 tenants holding commercial accounts whose arrears had increased, LPS is
in the process of sending 14-day notice letters threatening legal action to 4 tenants;
1 tenant had verbally agreed to settle all invoices due and the remaining tenant was
in dispute with Government.

3.2.9 No further cases had been presented to the Accountant General since 2006 after
LPS were informed that they were wholly responsible for initiating legal action against
debtors and not the Treasury Central Arrears Unit.

3.2.10 A sample of 15 tenants with debts over 90 days old were selected on 19 January
2010 to review LPS’s arrears recovery policy and procedures:

¢ 1 tenant had fully repaid the outstanding debt;
e A decision was pending to write-off the debts of 8 tenants;
e 14-day notice letters had been sent to 4 tenants; and

e A verbal agreement was granted to 2 tenants to delay payments.

3.2.11 14-day notice letters are normally issued on a quarterly basis to residential and
commercial tenants owing rents in excess of £1k and with over 6 months of arrears,
with the last exercise carried out on 12 February 2010 when a total of 276 letters were
issued.

3.2.12 Of the 3 active repayment agreements reported in paragraph 3.2.13 of last year’s
report, 2 had fully repaid the debts, but the remaining tenant had failed to comply with
the repayment instalments. On 19 January 2010 LPS was not administering any
repayment agreements.

3.2.13 The total amount of ground rent reductions received by private residential
estates during the financial year 2008-09, related to expenditure incurred in connection
with works carried out in any year on the embellishment, maintenance and improvement
to their respective housing estates, was £0.07m. Amounts owed by private housing
estates pending rent reductions as at 31 March 2009 stood at £0.19m and the amount
due by these entities as at 31 December 2009 increased to £0.23m.

3.2.14 Central Arrears Unit (CAU) - Notwithstanding the CAU’s monitoring and
supervisory role regarding the performance of the collection of public moneys and the
recovery of arrears of revenue due to the Government, it is paramount that departments
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maintain effective monitoring and systematic follow-up action in respect of the
collection of moneys under their responsibility.

3.2.15 It is evident from the arrears position as at 31 March 2009, analysed in the
“Arrears of Revenue” statement of the Annual Accounts, that a much greater effort is
required if arrears generally are to be brought under control, particularly so in the areas
of Income Tax, Corporation Tax, General Rates and Salt Water Charges, Ground and
Sundry Rents and House Rents.

3.2.16 Adoption of Integrated Approach as part of E-Government Project - In my
previous two reports I referred to a proposal for the introduction of an e-procurement
system in government departments and a decision to initially implement an integrated
solution in the Gibraltar Health Authority (GHA), as part of the GHA’s comprehensive
computerisation programme. [ also mentioned that the areas targeted for
computerisation in the GHA included requisitioning, ordering, supplies, stock
maintenance, reporting, electronic authorisation processes and vote book maintenance
and the objective was to have these systems fully computerised and integrated with the
principal medical computerised system.

3.2.17 T also mentioned that the procurement and stores system had been introduced in
the two major purchasing areas in the GHA, i.e. Procurement and Pharmacy, whereby
invoices are matched against goods and/or services received and then integrated to the
new electronic accounting system, which subsequently generates the mechanism for
producing payment vouchers submitted to the Treasury Department for payment. The
objective is to submit payment vouchers electronically.

3.2.18 As I mentioned in my last report, the main focus during the last twelve months
has been one of consolidation, where training programmes have been delivered to
Finance staff, and the development of relevant reports has made the GHA’s
reconciliation process with Treasury more efficient. With regards to the procurement
and stores system, workshops were held during the year and the product was upgraded
offering more functionality, especially in the requisitioning area.

3.2.19 The next step during the financial year 2010-2011 is to continue the “roll-out” of
the procurement and stores system throughout the GHA, initially to the hospital wards
and to the Catering, Pathology and Technical Services departments. Another key area
being developed in the financial system is the commitments report, which in
conjunction with a budget checking facility will enable budget holders and managers to
make informed financial decisions.

3.2.20 As I mentioned in last year’s report, the GHA is fully committed to
implementing these business systems throughout its organisation in order to streamline
and provide an effective paperless electronic purchase to pay application. Once the
systems are fully integrated throughout the GHA, the intention is to adopt these
throughout government departments.

3.2.21 Gibraltar Coinage — Circulating Coins - The value of Gibraltar circulating coins
at the end of the financial year 2008-09 stood at £7.43m, compared to £7.09m at the end
of the previous financial year, an increase of £0.34m. The Gibraltar circulating coins
figure by denomination as at 31 March 2009 is shown in Figure 15 overleaf:
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Coinsin Circulation Value
11,765 x  £5 £58,825.00
110,065 x  £2 £220,130.00
4994799 x £1 £4,994,799.00
1,211,869 x 50p £605,934.50
3,097,755 x 20p £619,551.00
4,367,348 x 10p £436,734.80
6,364,545 x  5p £318,227.25
3,955,312 x 2p £79,106.24
9,930,128 x 1p £99,301.28
£7,432,609.07

3.2.22 Sales of Gibraltar commemorative coins to collectors during the financial year
2008-09 were £3,793 by Gibraltar Philatelic Bureau Limited and £35,833 by the
Treasury Department.

3.2.23 Royalties on Coin Sales - Royalties received from the sale of Gibraltar
commemorative coins during the last five years are shown in Figure 16:

Financial Royalties Received
Y ear by Gover nment
2004/05 £210,263
2005/06 £267,005
2006/07 £224,436
2007/08 £128,035
2008/09 £179,141

Note: Royalties received during the financial year 2008/09 includes £48,563 in respect of sales to coin dealers by
Tower Mint Limited during the years 2005 to 2008.

Human Resour ces

3.3.1 Management of Leave in Government Departments (Including the Gibraltar
Health Authority) - In paragraphs 3.3.1 to 3.3.3 of last year’s report I explained that the
Human Resources Manager had informed me that the exercise meeting with
representatives from all government departments to advise on all management of leave
issues would be re-activated very shortly. On 16 October 2009 the Human Resources
Manager informed me that the exercise had been completed with all but two of the
departments, whose officers had been unable to attend the sessions allocated due to
work constraints. He, nevertheless, informed me that he would notify me when both
departmental representatives had duly attended.

3.3.2 The Human Resources Manager also informed me that the position regarding the
review of General Orders with a view to introduce a new Public Service Code is in the
process of being discussed in the appropriate forum.
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3.3.3 Sckness Absence in Government Departments, Satutory Authorities and
Agencies - In paragraph 3.3.8 of last year’s report I explained that I had written to the
Human Resources Manager on 17 February 2009 with a view to encourage him to
consider organising a government-wide course on managing absenteeism similar to the
one delivered to his staff in October 2007. The Human Resources Manager informed
me on 6 November 2009 that he would be taking up the matter with the Director of
Education and Training. At the close of this report I had still not received a reply from
the Human Resources Manager on the matter.

3.3.4 Pensions and Gratuities - By agreement, all pensions and gratuities awarded
under the provisions of the Pensions Act are pre-audited by the Gibraltar Audit Office.

3.3.5 In the financial year 2008-09, 71 pension awards, excluding revised pensions,
were submitted for audit examination. Of these, 23 (32.4%) were found to contain
errors/discrepancies and were referred back to the Human Resources Department or the
Treasury Department for correction prior to certification. A total of 84 gratuities were
awarded during the financial year 2008-09 of which 71 related to commutation on
pension awards, 10 were gratuities paid on resignation from the Government Service, 1
was paid on termination of service in the public interest and 2 were paid to the next-of-
kin of officers who had died in service. Expenditure on gratuity payments under the
Pensions Act for the financial year ended 31 March 2009 was £3.98m compared to
£4.97m during the financial year 2007-08.

3.3.6 As mentioned in last year’s report, the amendment to the Pensions Regulations
of the Pensions Act provides for officers who qualify for a pension on retirement under
the existing provisions of the Pensions Act and Pensions Regulations to be granted a
pension taking into account all periods of public service irrespective of any breaks in
service. The amendment also provides for the up-rating of existing pensions taking into
account all periods of public service by the officer to the date of retirement. A total of
136 pension awards under this category were submitted for audit examination during the
financial year 2008-09.

3.3.7 Expenditure on pension payments for the financial year 2008-09 stood at
£17.08m compared to £15.03m in the previous financial year. The rise of £2.05m
(13.6%) is accounted for largely by a cost of living increase of 4.7% applied to pensions
on 1 July 2008, by a net increase of 12 pensioners during the financial year 2008-09 and
by additional expenditure on pensions incurred due to the amendment to the legislation
referred to in paragraph 3.3.6 above.

3.3.8 Under the Widows’ and Orphans’ Pensions Act (WOP’s), 2 new pension awards
were made during the financial year 2008-09, the same number as during the previous
financial year. Expenditure on WOP’s pension payments for the financial year 2008-09
was £0.22m, the same as in the previous financial year. There was an annual cost of
living increase of 4.7% applied to WOP’s pensions on 1 July 2008.

3.3.9 During the financial year 2008-09, 5 pension awards were made to former
government employees, compared to none during the financial year 2007-08.
Expenditure on pension payments to former government employees for the financial
year 2008-09 stood at £0.09m, the same as the previous financial year. The annual cost
of living increase applied to pensions on 1 July 2008 was 4.7%. Only 1 gratuity
payment, amounting to £0.01m, was awarded to a former government employee during
the financial year 2008-09, compared to £0.02m during the previous financial year.
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Housing - Administration

3.4.1 House Rents — Annual Reconciliation Statement - The reconciliation statement
prepared by the Housing Department shows House Rents arrears standing at £3.46m on
31 March 2009, a decrease of £0.05m compared with the previous financial year’s total
arrears of £3.51m.

3.4.2 An examination of the House Rents reconciliation statement for the financial
year 2008-09 revealed the following discrepancies:

e The figure for cash collected revealed a difference of £17,421 compared with the
Treasury’s figure;

e The figure for government payroll deductions brought to light a difference of
£3,115 compared with the Treasury’s figure;

e Adjustments in connection with General Rates and Salt Water Charges showed a
difference of £51,787 against the corresponding Treasury figure; and

e Arrears recovered through the Court of First Instance in the year under review,
amounting to £275, was not included in the reconciliation statement.

3.4.3 I must, once again, emphasise that the above-mentioned differences are largely
as a result of the department’s continued failure, now for many years, to reconcile the
department’s figures of House Rents collections and related accounting adjustments
with the Treasury records.

3.4.4 House Rents Arrears - Figure 17 shows the House Rents arrears position as at
the end of the last eight financial year to 31 March 2009, after removing the sum of
£394,969 written-off during the financial year 2005-06.

Financial House Y ear-on-Y ear
Year-End RentsOwing % Increase/(Decr ease)
31/03/2002 £1,965,303 -

31/03/2003 £2,294,126 16.73%
31/03/2004 £2,674,194 16.57%
31/03/2005 £2,934,816 9.75%
31/03/2006 £3,134,145 6.79%
31/03/2007 £3,259,862 4.01%
31/03/2008 £3,508,556 7.63%
31/03/2009 £3,460,915 (1.36%)

3.4.5 1 am glad to comment that for the first time in many years the House Rents
arrears as at 31 March 2009 effectively decreased year-on-year and I hope that the
efforts can be sustained so that these arrears may continue to decrease. The Principal
Secretary, Housing (Principal Housing Officer) is of the opinion that the introduction of
the monthly billing system in January 2009 has had a positive response from tenants.
However, despite the successful efforts made during the financial year 2008-09 House
Rents arrears as at 31 December 2009 had risen from the position as at 31 March 2009
by £0.13m to £3.59m. The Principal Secretary confirmed that normally there is a
seasonal pattern whereby arrears increase in December and then commence to decrease
in January and February.
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3.4.6 I am informed that there has been a recent departmental shift in focus regarding
the chasing up of arrears. Whilst the main aim had been concentrated on those tenants
who had not entered into arrears repayment agreements, the focus has now changed to
defaulters. As a result letters targeting 244 agreement defaulters were sent on 30 April
2009 and on 23 October 2009 another batch was sent to 221 agreement defaulters. Of
these, approximately half of the defaulters were interviewed and just over half of those
interviewed resumed repaying instalments from their original agreement. Those still not
repaying face the likelihood of being prosecuted. In addition, letters were sent on 26
November 2009 to 22 tenants in arrears who had not entered into a repayment
agreement.

3.4.7 According to the Housing Department, 16 final letters, advising debtors that
failure to enter into a repayment agreement will result in legal proceedings being
instituted, were sent via registered mail and 4 delivered by hand to some of the highest
debtors. The results of which were as follows:

e legal action was initiated against 4 tenants;
e rent relief is being assessed on 3 social cases;
¢ 10 tenants have entered into repayment agreements; and

¢ 3 tenants apparently had not collected their letters.

3.4.8 An examination of the accounts of tenants with an outstanding balance over
£1,000 as at 1 February 2010 revealed that the top 30 debtors, collectively owing a
staggering £359,969, had balances ranging between £8,000 and £21,000 and are
categorised as follows:

e 24 of the 30 tenants had entered into repayment agreements and 14 of these had
recently made payments towards their debts. However, 9 had defaulted, of which 6
will, in due course, be dealt with through the Courts; 1 tenant had entered into a
new repayment agreement and 2 were disputing the arrears amount;

e the department is presently encountering difficulties in pursuing the recovery of
arrears of 5 tenants, of which 4 are social cases and 1 will in due course, be
summonsed; and

e | tenant could not be located.

3.4.9 On 19 January 2010, I wrote to the Principal Secretary regarding several matters,
one being the arrears of “former tenants” totalling £365,561. The Principal Secretary
wrote on 18 February 2010 to the Financial Secretary requesting the write-off of House
Rents arrears amounting to £85,848 pertaining to deceased tenants deemed
irrecoverable as the tenancies of these properties were terminated. I understand that the
remainder of the arrears of “former tenants” is being tackled. However, at the close of
the report the Principal Secretary had not replied to my memorandum. In the same
letter I requested an update from the Principal Secretary on the issues listed hereunder:

e whether tenants owing below the £5,000 threshold were being followed-up via the
Small Claims Court;

e whether the process of serving employers with directions for the recovery of
judgement debts, in accordance with the provisions of Section 13 of the Housing
Act, had began and, if so, what the procedures for the execution of the directions
were and the effect that it had had;
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e whether parking permits continued not being issued to tenants who were in arrears
or not complying with the terms of their arrears agreements and what effect this
initiative was having;

e whether the provisions in the tenants statements of account regarding arrears were
being actively pursued, which provides the Principal Secretary the opportunity to
continually address arrears, particularly those tenants who had refused to settle their
outstanding debts;

e whether he had had the opportunity to monitor developments prior to approaching
Government regarding resource problems in connection with monitoring defaulters;
and

whether the interview system with House Rents defaulters continued.

3.4.10 As I have previously expressed in successive reports I am very concerned at the
weak recovery action over many years and the lack of regular follow-up of tenants who
do not comply with the terms and conditions of their respective arrears repayment
agreements, which has contributed to the excessively high level of House Rents arrears.

3.4.11 Unoccupied Government Housing - The value of rents of unoccupied
government housing for the financial year 2008-09, according to the department’s
records, stood at £75,467 (representing 1.9% of the Rent Roll total), a decrease of
£6,418 from the previous year’s value, which stood at £81,885. The Voids List for
week commencing 22 February 2010 showed that 126 of the properties in the Rent Roll
were on that date classified as voids, compared to 113 for week commencing 9 March
2009, of which 31 remained vacant for periods between 20 weeks and a year and 74 for
over a year.

3.4.12 Worker’s Hostels - An audit inspection of the management of the Worker’s
Hostels up to 31 March 2009 revealed a number of observations for which I sought to
write on 8§ May 2009 to the Principal Secretary who duly responded on 28 July 2009. 1
hereunder draw attention to two areas that I considered of greater significance and the
Principal Secretary’s reply.

3.4.13 Telephone Expenses - In my correspondence with the Principal Secretary I
highlighted that the usage of one mobile and one landline telephone appeared
exceedingly high and that the rental subscription of another mobile telephone did not
seem the best option considering the usage. The Principal Secretary explained the
reasons for the high usage and confirmed that he would endeavour to monitor usage
with a view to reduce the cost.

3.4.14 Maintenance of Annual and Sck Leave Records - I explained to the Principal
Secretary that an examination of the management and maintenance of annual and sick
leave records revealed that in most cases these records had not been up-dated; entries in
the records had been incorrectly recorded; and the running balances had not been
adequately maintained in all cases. I informed the Principal Secretary that because of
these deficiencies the sickness absence exercise could not be performed. I informed
him that the examination demonstrated that the management and maintenance of the
annual and sick leave records was clearly well below acceptable standards and I was of
the opinion that this area of work was not receiving the attention or the importance that
it required. The Principal Secretary confirmed that arrangements had been made to
provide proper advice to the officer responsible for the management of annual and sick
leave records.
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Supreme Court

3.5.1 In paragraphs 3.6.1 to 3.6.7 of last year’s report I explained that I had written to
the Registrar, Supreme Court in January 2009 requesting her comments on the
observations noted during the course of an interim audit inspection carried out on the
Supreme Court. I also mentioned that at the close of that report I had not received a
reply. On 19 March 2009 the Registrar wrote to me providing her comments.
However, she informed me that she had written to the Chief Secretary regarding the
inconsistencies found in the annual, sick and/or special leave records and substitution
records and was awaiting instructions. On 30 March 2009 I requested the Registrar to
provide me with a copy of her correspondence with the Chief Secretary and asked her
whether the Chief Secretary had responded to her. At the close of this report, and
despite a substantial number of reminders, the Registrar had still not responded.

3.5.2 On 10 June 2009 I wrote to the Registrar requesting her views and comments on
the remainder of the findings noted during the audit inspection up to December 2008.
However, at the close of this report the Registrar had not replied despite four reminders.
I hereunder draw attention to the areas I considered of greater importance.

3.5.3 Payment Vouchers - I informed the Registrar that an examination of a sample of
payment vouchers with a view to verify the adequacy regarding the preparation,
maintenance and compliance with relevant Government instructions and proper charge,
revealed a high number of inconsistencies and inadequate accounting and recording
procedures. I reiterated to her that the findings clearly demonstrated that the
management and maintenance of the department’s budgetary control and the adherence
to government accounting procedures did not appear to be exercised to an acceptable
standard and that I was of the view that this area of work was not receiving the
necessary attention and importance that it required.

3.5.4 Supreme Court Fund Ledger - I informed the Registrar that an examination of
the Supreme Court Fund ledger revealed, once again, incomplete information in the
individual accounts; interest earning accounts not having been credited with the interest
earned; and no evidence to show that the ledger had been reconciled with the Treasury
records. I stressed to her that there appeared to be a lack of information and knowledge
as to which accounts were still active and which accounts had closed.

3.5.5 Administrator General’s Account - I emphasised to the Registrar my concern
that no progress appeared to have been made since the previous audit inspection
regarding a number of issues related to inadequate recording or non-recording of
transactions in the Administrator General’s ledger; inadequate custody of files; the non-
maintenance of the cash book; and the non-submission of information to the Treasury
regarding a number of estates, despite her assurance in previous correspondence to
regularise the position.

Magistrates and Coroner’s Court

3.6.1 A number of observations were noted during an audit inspection carried out in
the Magistrates’ and Coroner’s Court up to 31 March 2009. I wrote to the Clerk to the
Justices on 7 August 2009 requesting his views and comments on the findings.
However, at the close of this report the Clerk had not replied despite four reminders. I
hereunder draw attention to the areas I considered of importance.
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3.6.2 Control of Unpaid Fines - I informed the Clerk to the Justices that an
examination of the control procedures of unpaid fines revealed that the current system
was out-dated and cumbersome making the process slow and lengthy, as officers had to
collate the information from both the computer and manual systems in order to extract
details of defaulters and that, in addition, warrants were first hand-written and
subsequently passed to be typed.

3.6.3 Fixed Penalty - I explained to the Clerk to the Justices that an examination of the
information recorded in the Parking Tickets Book revealed that there were numerous
instances where only the parking ticket number was recorded in the register, making it
very difficult to determine whether the parking tickets had either been cancelled, never
issued or were outstanding. In addition, when fines are paid no details of the receipt
numbers are recorded in the register. This register is mainly used by Traffic
Management Division officers to monitor the payment of fines, and by officers of the
Court as a reference source regarding queries. [ recommended to the Clerk that a
review of the procedures be carried out and the system computerised for the benefit of
officers in the department, the Traffic Management Division and the Police. It was
evident from the current manual system that on a number of occasions individuals who
had already paid their fines had subsequently been arrested as a consequence of the
payment of the fine being either wrongly recorded or not found in the register.

3.6.4 On 22 September 2009 I wrote to the Clerk of the Justices as a result of a
complaint from a member of the public through the Office of the Ombudsman in
relation to an assumed unpaid fixed penalty notice. The complainant’s son had been
issued with a fixed penalty notice in August 2008. Notwithstanding that the parking
ticket fine had been paid on 9 December 2008 a Court Summons was issued to the
complainant’s son on 8 January 2009. The complainant lodged a complaint with the
Ombudsman that the Principal Auditor investigate the matter as it was not the first time
that the complainant’s son had been chased for non-payment of a parking ticket when
the fine had already been settled. In the reply to the complainant the Clerk to the
Justices explained that the Court still relied on a manual system which, when taking
account of the high volume of parking tickets processed, gave rise to human error on
instances when payment of fixed penalty notices were inadvertently not recorded in the
register. I informed the Clerk that I could not accept the explanation provided to the
complainant, as the department had clearly not implemented an adequate level of
internal control to prevent the risk of erroneously issuing reminder letters, and even
Court Summonses, to individuals on the mistaken notion that these persons had not paid
the relevant fines, when in fact they had. I also informed him that irrespective of
whether the system was manual or computerised, or the fact that there was a high
volume of transactions, the department had a duty to put in place the relevant
procedures and arrangements to secure quality of data. At the close of this report and
despite three reminders the Clerk to the Justices had still not replied to this particular
case.

3.6.5 Court Register - As a result of a sample test of cases tried it was found that there
had been instances when the case numbers were missing, apparently due to a computer
program malfunction. I informed the Clerk to the Justices that as the computer program
appeared to be malfunctioning I was concerned that there was limited reliance in the
control procedures and no proper audit trail of the system.

3.6.6 Public Trustee's Ledger - The legacy payments in accordance with the
charitable bequest under the will of one Estate had still not been paid out since March
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2004, despite repeated reminders to the Public Trustee and the Clerk to the Justices. At
the close of this report the position remained the same.

3.6.7 Maintenance of Annual and Sck Leave Records - I highlighted to the Clerk to
the Justices that all annual and sick leave records examined had discrepancies ranging
from annual leave forms not completed fully; the wrong number of annual and sick
leave days deducted from the individuals’ records; the wrong number of annual leave
days increment granted; sick leave supporting documentation missing; to sick leave
running balances not recorded. I informed the Clerk to the Justices that the findings
demonstrated that the management and maintenance of annual and sick leave records
was clearly below acceptable standards and not receiving the necessary attention and
importance that it required.

3.6.8 Sckness Absence - A review was carried out regarding the level of sickness
absence of the Magistrates’ and Coroner’s Court staff. I expressed my concern to the
Clerk to the Justices at the overall level of sickness absence per employee being at an
average of 15 days per year. I explained to him that excessive sickness absence could
have a serious negative impact both on the cost and on the delivery of the service being
provided and it was, therefore, important to ensure the adoption of good practices in
sickness management to maintain sickness absence at an acceptable level.

3.6.9 Substitution/Leave Exercise - An exercise was carried out matching officers’
absences due to annual, sick and/or special leave obtained from substitution application
forms against officers’ annual, sick and special leave records. The exercise revealed
that in five instances officers were paid substitution but no annual, sick or special leave
application forms were found in the respective files of the absent officers nor the
corresponding entries in the pertinent officer’s annual, sick or special leave record
sheets. In addition, the substitution records were checked, but no relating entries were
found. In the five cases, from evidence obtained from the substitution application
forms, the officers should have been either on annual, sick or special leave, but no
record of the absence was found in the corresponding files. As a result, it seems that the
officers concerned have their annual and/or sick leave balances incorrectly understated
or the officers have been paid substitution when there was no substitution.

3.6.10 I informed the Clerk to the Justices that it was imperative that substitution forms
be more closely checked and that these forms should not be signed as checked until they
are agreed with the leave record of the officer being substituted.

Department of Enterprise and Development

3.7.1 1 wrote to the Principal Secretary, Enterprise, Development, Technology and
Transport on 12 August 2009 highlighting a number of observations noted during an
audit inspection carried out in the Department of Enterprise and Development and
hereunder draw attention to the areas that I considered of greater significance together
with the Principal Secretary’s response.

3.7.2 Administration of Licences - I informed the Principal Secretary that the Trade
Licensing database was maintained on a stand-alone computer in the Licensing Section
and no back-ups appeared to be carried out. In addition, the system of filing
documentation in respect of licences was found deficient, since supporting
documentation was not being filed in date order, and some documents were found loose
in their respective lever arch files. The Principal Secretary agreed that the computer
database was in urgent need of replacement and that the department was actively
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engaged in seeking a suitable alternative. He confirmed that the data was now being
backed-up. The Principal Secretary stated that the department was currently looking
into replacing the current paper-based filing system with a computerised document data
storage and archiving system and agreed that the current record keeping procedures
required urgent improvement.

3.7.3 Protective Clothing/Uniforms - I explained to the Principal Secretary that the
department did not maintain either a proper stock control register of protective
clothing/uniforms or a register by individual of the items issued to each officer. The
Principal Secretary agreed with my recommendation that an adequate stock control
procedure be implemented.

3.7.4 Telephones - I informed the Principal Secretary that a review of the department's
telephone expenditure revealed a number of important issues that should be dealt by the
department. Of primary concern was the relatively high usage in a number of landline
and mobile telephones and I recommended that the use of landline and, in particular,
mobile telephones both for local and international calls should be closely monitored and
controlled to minimise the possibility of inappropriate use. The Principal Secretary
explained that a number of telephones incurred high costs, particularly international
calls, due to the nature of the work carried out by the department.

3.7.5 Maintenance of Annual and Sck Leave Records - 1 explained to the Principal
Secretary that an examination of the department’s annual and sick leave records
revealed a high number of discrepancies, such as the incorrect calculation of annual
leave entitlements, incomplete annual leave application forms, non compliance with
General Orders as a result of carry-over of annual leave without proper authority and
incorrect deduction of sick leave days in the sick leave records.

3.7.6 Sckness Absence - A review was carried out regarding the level of sickness
absence of officers in the department. I expressed my concern to the Principal Secretary
at the overall high level of sickness absence of the officers in the department. I
commented to the Principal Secretary that the effect of 16 officers having more than 50
sick days during the 4-year period, of which 8 had more than 100 sick days, had
contributed to the overall level of sickness absence per employee being exceedingly
high, at over 21 days on average per year.

3.7.7 Texplained to the Principal Secretary that excessive sickness absence could have
a serious negative impact both on the cost and on the delivery of the service being
provided and that the consequences of high absence levels could entail increased costs
to the department in terms of contractual sick pay; lower standards of service; disruptive
working practices and low morale, if others attempted to follow the example of their
colleagues where their absence is not justified.

3.7.8 I further highlighted to him that it was important to ensure the adoption of good
practices in sickness management to maintain sickness absence at an acceptable level
and that there were a number of effective initiatives that could be employed, if not
already in operation, as an aid to curb high levels of sickness absence. The Principal
Secretary informed me that a copy of my recommendations had been circulated to the
department’s staff.
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Port

3.8.1 An audit inspection carried out in the Port Department (now the Gibraltar Port
Authority) for the period ending 31 October 2008 brought to light a number of
observations and I hereunder draw attention to the main areas of concern, together with
the Chief Executive Port’s (Captain of the Port) comments.

3.8.2 Reefer Distribution Units - 1T informed the Captain of the Port that despite
assurances given to me in February 2007 by the then Captain of the Port that the reefer
rental charges, together with the on-call and overtime rates, had been amended to ensure
that the correct rates were charged, the audit test revealed that there continued to be
errors in the calculation of the rental charge, on-call and overtimes rates. In light of the
historical discrepancies identified during audit examinations I recommended to the
Captain of the Port that a restructure of the present system of raising reefer fees be
considered or alternatively a control system implemented so that the reefer fee charges
are appropriately checked to ensure the correctness of fees charged.

3.8.3 The Captain of the Port explained to me that a restructure of the reefer unit fees
system would be implemented by means of a procedure that was being drafted. In
addition, he informed me that the overtime rates procedure had already been reviewed
and the on-call allowance procedure was being reviewed with a view to being amended.

3.8.4 Bunkering Charges - 1 explained to the Captain of the Port that the audit
examiner was unable to obtain assurance, as in previous audit inspections, on the
accuracy and completeness of the bunker fuel declarations made by bunkering firms. 1
mentioned to him that I had on a previous occasion raised my concern with both the
then Captain of the Port in September 2006 and the Collector of Customs in February
2007 in order for them to coordinate a procedural control system to agree the amount of
bunker fuel purchased and the resulting environmental levy income to Government.

3.8.5 In his reply the Captain of the Port confirmed that a procedure had been set up to
ensure that figures supplied by bunkering companies tallied with the figures held by the
Port. In addition, he explained that invoicing of bunkering levy would be based on
figures obtained and checked by the Bunkering Superintendent and not by figures
supplied by bunkering agents. The Captain of the Port also confirmed that monthly
random bunkering audits had been initiated.

3.8.6 Inventory - I informed the Captain of the Port that a sample check of the oil
pollution equipment held in the Oil Spill Response’s container revealed that the items
lost during the New Flame wreckage had still not been recorded as lost in the inventory
ledger. In his reply the Captain of the Port confirmed that action was being taken to
compile a centralised inventory ledger for the oil pollution equipment and the lost items
would be recorded in the inventory ledger.

3.8.7 Sickness Absence - A review was carried out on 8 August 2008 regarding the
level of sickness absence by employees of the Port Department and I informed the
Captain of the Port that the level of sickness absence of port officers was considered to
be generally of a very acceptable standard. On the other hand, I expressed slight
concern that the overall average level of sickness absence per employee per year of the
administrative grades was deemed slightly high. I explained to the Captain of the Port
that excessive sickness absence could have a serious negative impact both on the cost
and on the delivery of the service being provided and that it was important to ensure the
adoption of good practices in sickness management in order to maintain sickness
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absence at an acceptable level. The Captain of the Port limited his reply to say that he
had noted the observations brought up during the exercise.

3.8.8 Telephone Usage - I explained to the Captain of the Port that a sample test of the
department’s telephone bills revealed a number of significant issues that should be
addressed accordingly. However, my primary concern was the relatively high usage in
a substantial number of landline and mobile telephones. In his reply the Captain of the
Port informed me that a comprehensive study of all the department’s telephone lines
was being carried out with a view to changing to a new automated system. He also
confirmed that he would remove unnecessary lines in order to decrease the overall costs
of the telephone service, as well as review mobile telephone contracts. In addition, he
agreed that a monthly check of the telephone bills would be carried out.

I nformation Technology and L ogistics

3.9.1 An audit inspection carried out in the Information Technology and Logistics
Department up to 31 March 2009 brought to light a number of observations and I sought
to write to the Director, Information Technology and Logistics. I hereunder draw
attention to three areas that I considered of greater importance together with the
Director’s comments.

3.9.2 Office Inventory - I explained to the Director that, notwithstanding the fact that
he had confirmed to me in his reply to the findings of the previous audit inspection of
his intention to produce an office inventory ledger the department had still not
implemented an office inventory record contrary to the provisions of the relevant
government instructions. The Director limited his reply saying that an office inventory
register would be produced as soon as time is found.

3.9.3 IT Hardware Inventory - I expressed my concern to the Director that an updated
inventory record of the government-wide IT hardware was not being maintained. 1
mentioned to him that during the previous audit inspection the audit examiner had been
informed that a software program would be purchased to record all government’s IT
hardware, however, at the close of this audit inspection the software program had still
not been acquired. The Director informed me that although a hardware inventory is
maintained for equipment in the Government Secure Intranet (GSI), he did not have
resources to maintain an inventory outside the GSI.

3.9.4 Sckness Absence - A review was carried out regarding the level of sickness
absence by employees of the department. I explained to the Director that I was slightly
concerned at the moderately high level of sickness absence in the department and that
there had been a number of employees whose sick leave over the period of four years up
to the date of the review appeared to have been quite high.

3.9.5 I explained to the Director that excessive sickness absence could have a serious
negative impact both on the cost and on the delivery of the service being provided and
that it was important to ensure the adoption of good practices in sickness management
to maintain absence at an acceptable level. I also put to him a number of effective
initiatives that could be employed, if not already in operation, as an aid to curb high
levels of sickness absence. The Director explained that he was well aware of the
implications of staff absences due to sickness and that he would do his utmost to ensure
that sick leave is kept to a minimum.
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Finance Centre

3.10.1 A number of observations were noted during the audit inspection carried out in
the Finance Centre Licensing Unit (Finance Centre) and I sought to write to the Head of
Finance Centre Licensing Unit (Head of Finance Centre), who duly provided me with a
detailed reply. 1 hereunder draw attention to a number of areas that I considered of
greater importance together with the Head of Finance Centre’s views and comments.

3.10.2 Deposit Account - I explained to the Head of Finance Centre that the deposit
account “Qualifying Company Tax” had a very large balance and that only four
companies had been refunded their deposit in a period of four years to 31 March 2009,
on the basis that refunds are paid only when requested by the company. These deposits
relate to refundable deposits paid by qualifying companies when companies were
granted qualifying status, in order to be able to offset any outstanding payments against
the deposit if companies ceased or left the jurisdiction. These amounts would
subsequently be refunded to the relevant companies once debts due were offset. I also
informed him that it was not possible to obtain a breakdown of the deposits held in
respect of those qualifying companies due to an apparent computer system malfunction.
As the Qualifying Companies Act was repealed on 31 December 2004 and hence all
qualifying companies lost their qualifying status, I recommended to the Head of Finance
Centre that an exercise be carried out to ascertain those qualifying companies with
deposits and match the amounts against the deposit account in order to refund the
deposits held. The Head of Finance Centre confirmed that an exercise would be
undertaken with a view to refund those companies to whom deposits were owed.

3.10.3 Tax Exempt - I informed the Head of Finance Centre that the total number of tax
exempt companies held in the department’s record as at 5 November 2008 did not
match with the equivalent record list supplied by the Income Tax Office by a substantial
number, as it appeared that the Finance Centre was not supplying the Income Tax
Office with up-dated information. I, therefore, recommended that closer liaison be
maintained between both departments. In his reply the Head of Finance Centre
explained that a much closer working relationship now existed with the Income Tax
Office to ensure that the department’s records tallied with the information held by the
Income Tax Office.

3.10.4 Category 2 Individuals - I explained to the Head of Finance Centre that an
examination of the record of Category 2 individuals revealed differences between the
information held by the Finance Centre and the record maintained by the Income Tax
Office. The Head of Finance Centre explained that there were instances where
differences had been detected between the department’s database and the Income Tax
Office’s records and on such occasions the differences had been identified and
investigated. In any case, he assured me that he intended to commence a periodical
reconciliation process of both databases.

3.10.5 T informed the Head of Finance Centre that the “Category 2 Individual”
certificates were only endorsed by the Finance Centre Director if the certificate holder
specifically requested it, contrary to the provisions of rule 7(3)(c) of the Qualifying
(Category 2) Individuals Rules 2004, so that the Finance Centre Director is made aware
that there is no cause for the revocation of the certificate. In his reply the Head of
Finance Centre explained that an exercise would shortly commence to identify those
individuals who had failed to produce their certificates for endorsement.
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3.10.6 Maintenance of Annual and Sck Leave Records - A sample test of departmental
annual and sick leave records revealed a high number of discrepancies varying from
annual leave forms not being completed fully; annual leave forms not being entered
correctly into the relevant files; cross-referencing of annual leave forms to the record
sheets not being recorded correctly; to the sick period not being correctly recorded. I,
therefore, recommended to the Head of Finance Centre the importance that a separate
officer from the officer recording the entries in the relevant annual and sick leave
records should check the accuracy of the individual entries. In his reply the Head of
Finance Centre stated that following my recommendation an independent officer would
periodically check all annual and sick leave entries.

3.10.7 Telephone - 1 explained to the Head of Finance Centre that a review of the
department’s telephone usage revealed relatively high usage in a small number of
landline and mobile telephones. 1 emphasised to him that the use of landline and, in
particular, mobile telephones both for local and international calls should be closely
monitored and controlled to minimise the possibility of inappropriate use. The Head of
Finance Centre explained that staff had been advised that telephone usage must be
controlled.

Employment Service

3.11.1 An audit inspection of the Employment Service brought to light a number of
observations and I hereunder relate those areas that I considered of greater importance
accompanied by the Principal Secretary, Employment’s comments.

3.11.2 Labour Inspectorate - I informed the Principal Secretary that it normally took
three to four months to inspect businesses after they had registered with the
Employment Service and that only two of the seven new businesses sampled had been
inspected by the labour inspectorate. I reiterated the importance that inspections of new
businesses should be carried out promptly to ensure that companies complied with the
provisions of the law. I also highlighted that there had been a drop in inspections from
2007 to 2008 and the number of inspections carried out since July 2008 had again
dropped considerably. I also explained that the number of fixed penalty notices had
dramatically fallen from 2007 to 2008 and that it appeared that most of the
investigations carried out resulted from potential breaches of the Employment Act
reported by employees seeking advice from the labour inspectorate and that the
inspections no longer targeted specific sectors.

3.11.3 The Principal Secretary, Employment explained that the nature of the labour
inspectorate’s work was becoming very varied and complex. He further emphasised
that although inspections had been undertaken from a programmed plan of work
targeting particular sectors; random checks; and from reports or complaints received
from different sectors, inspections were now being increasingly carried out on demand
and not from a programmed plan. However, he stressed that the number of inspections
undertaken and fixed penalty notices issued could not be solely measured against
previous years’ results, as there were many factors affecting the section’s output.

3.11.4 Telephone Usage - The department’s telephone expenditure revealed a number
of important concerns that should be addressed appropriately by management.
However, my main concern was the relatively high usage in a number of landline and
mobile telephones. In his reply, the Principal Secretary stated that although the
department’s telephone usage seemed high, certain sections were in constant telephone
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contact with employers because of the nature of the department’s work. However, he
explained the department’s robust approach in continually monitoring telephone usage.

3.11.5 Sckness Absence - A review of the department’s sickness absence levels
revealed that the Civil Service employees’ overall level of sickness absence per
employee was generally satisfactory. However, I expressed my concern to the Principal
Secretary at the overall high level of sickness absence per employee of Gibraltar
Development Corporation (GDC) officers and explained to him that the cause of
sickness absence of four of the six officers with over 40 days of sick leave during the 2-
year period to the date of the review consisted of common illnesses with each officer
suffering multiple ailments.

3.11.6 I explained to the Principal Secretary that excessive sickness absence could have
a serious negative impact both on the cost and on the delivery of the service being
provided and that it was important to ensure the adoption of good practices in sickness
management to maintain absence at an acceptable level. I also put to him a number of
effective initiatives that could be employed, if not already in operation, as an aid to curb
high levels of sickness absence.

3.11.7 In his reply, the Principal Secretary was content with the sickness absence levels
of Civil Service officers and generally expressed satisfaction that there was no abuse of
sick leave. He agreed that the sickness absence of certain GDC officers was monitored
robustly and confirmed the efforts being made by the department in positively managing
sickness absence, appreciating audit assistance in providing general guidance in
sickness management.

Transport - Traffic

3.12.1 In section 3.9 of last year’s report, I explained that following the abolition of the
Motor Vehicle Licence (Road Tax) in June 2007, I asked the Financial Secretary to
consider introducing a disc in a format that could be visibly displayed on the vehicle’s
windscreen in order to exercise satisfactory control regarding the renewal of
roadworthiness certificates by vehicle owners. I also explained that the Chief Secretary
sought the Principal Secretary, Enterprise, Development, Technology and Transport to
implement a strategy primarily to address the potentially serious safety concern of
having vehicles on the road not certified as roadworthy.

3.122 On 6 August 2009 the Principal Secretary confirmed that although the
Department of Transport would be issuing a Motor Vehicle Licence disc there were a
number of technical issues that required further consideration before proceeding. At the
close of this report I had still not received any further developments on the matter.

3.12.3 In last year’s report, I also mentioned that in order to encourage vehicle owners
to renew their roadworthiness certificates the Department of Transport had issued a
substantial number of reminder letters during mid-February 2009 to vehicle owners with
expired roadworthiness certificates.

3.12.4 The Department of Transport have since February 2009 continued to issue
reminder letters to vehicle owners with expired roadworthiness certificates and
introduced in July 2009 a regime of reminding vehicle owners of the forthcoming
expiration of their roadworthiness certificates. The number of roadworthiness
certificates issued during the period March 2009 to February 2010 was 11,942, a year-
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on-year increase of 1,582 and an increase of 2,179 compared to the period March 2007
to February 2008.

No. 6 Convent Place

3.13.1 Procurement Office - The Procurement Office’s main responsibility is to co-
ordinate all government purchasing, including government companies and statutory
bodies, in accordance with standard tendering procedures and practices. The
Procurement Office is also charged with the supervision, monitoring and control of
government contracts generally.

3.13.2 A control function of the Procurement Office is to monitor payments on a test
basis to ensure that government departments are adhering to tender catalogues and
complying with tender regulations. As I have mentioned in previous reports this
function is not being carried out primarily due to a high turnover of staff and the
continual training of new staff in the field of procurement, added to the increased
complexity of government tenders, which is placing a strain on resources.

3.13.3 In paragraph 3.11.3 of last year’s report I mentioned that in February 2007 the
Chief Secretary informed the Head of Procurement that government tender procedures
should also apply to wholly owned government companies, agencies and authorities.
The latest position is that on 24 February 2010 the Head of Procurement confirmed to
me that no decision had yet been taken on the way forward, principally due to increased
activity within the Procurement Office due to the number of high value, as well as high
volume of tenders, thus not permitting the Procurement Office to make progress.
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4.1 The accounts of the following organisations have been audited and certified since
the completion of my report on the public accounts for the financial year 2007-08:

Organisation Accounts for Year-Ended
Elderly Care Agency 31 March 2009
Gibraltar Broadcasting Corporation 31 March 2006
Gibraltar Electricity Authority 31 March 2009
Gibraltar Health Authority 31 March 2009
Gibraltar Magistrates’ Association 31 March 2009
Gibraltar Regulatory Authority 31 March 2009
Magistrates’ Poor Fund 30 September 2009
Social Services Agency 31 March 2009

4.2 The accounts of the Gibraltar Broadcasting Corporation for the financial years
ended 31 March 2007 and 31 March 2008 although audited had still not been certified
by me by the close of this report as the said accounts had not been signed by the
Chairman of the Corporation.

4.3 The accounts of the Gibraltar Broadcasting Corporation and the Gibraltar Sports
and Leisure Authority for the financial year ended 31 March 2009 had not been
submitted to me for examination and certification by the close of this report.

4.4 Since the completion of the last audit report on 20 March 2009, the following
liquidators’ accounts of companies in compulsory liquidation have been audited, up to
the dates indicated in accordance with section 245(3) of the Companies Act:

Company Accounts Audited Up To
Bank of Credit and Commerce Gibraltar Limited 31 December 2002
Barlow Clowes International Limited 31 December 2008
Electrical Contracting Services Limited 13 September 2007
Eurolife Assurance (International) Limited 13 November 2008
Globe Trading Company Limited 29 April 2007
Japcol Imports Limited 07 November 2008
Mar Design Limited 16 October 2008
Oasis Trading (Gibraltar) Limited 01 May 2009
Prestige Centre Limited 06 April 2009
Reliance Insurance Brokers Limited 28 January 2009
Rowan House Group incorporating:

Coltmill Limited 09 October 2008

Effingham Limited 09 October 2008

Humphrey Limited 09 October 2008
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Company Accounts Audited Up To

Rowan House Group incorporating:

Marnhull Limited 09 October 2008

Montville Limited 09 October 2008
Savignon Financial Services Limited 17 October 2008
Seattle Holdings Limited 07 November 2008
Varini Investments Limited 24 November 2008
Varsa Limited 07 November 2008
Winson Properties Limited 23 March 2009

4.5 Since the completion of the last audit report on 20 March 2009, the following
official trustee account of a debtor adjudged bankrupt has been audited up to the date
indicated in accordance with section 82(3) of the Bankruptcy Act:

Debtor Accounts Audited Up To

Ulf Blaes 13 November 2008
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General

5.1.1 The following Value for Money (VFM) reviews were conducted since the
completion of my report on the Annual Accounts of the Government of Gibraltar for the
financial year 2007-08:

e A Review of Treasury Management in the Government of Gibraltar.

e A Review of Staff Performance Management and Development in the Government
of Gibraltar Civil Service.

5.1.2 The main objectives, findings and recommendations of these VFM studies are
summarised hereunder.

A Review of Treasury Management in the Government of Gibraltar

5.2.1 Value for Money Context - Value for money remains a key principle in the
management of treasury funds and investments. In particular it is vital that appropriate
policies are developed and the correct processes are in place to achieve the right balance
between “risk and return”. An approach that is too “risk averse” would not represent
good value for money in the return of an organisation’s investments. However, an
approach that is too “risky” could present a serious value for money risk through the
potential loss of funds. Therefore, achieving an appropriate balance in the management
of its investments is a fundamental part of demonstrating a public body’s responsibility
to deliver value for money.

5.2.2 Background to the Review - The economy of Gibraltar, like many economies
across the world, is sensitive to the current market environment. Some of the economy’s
main industries, primarily in financial services, gambling and real estate, have been
materially affected globally by the credit crunch. Given that the economy is
comparatively small, it could be more sensitive to changes in these sectors than larger
more diversified economies and a downturn in any one industry could have a significant
wider impact.

The global economic downturn has created a financial environment that has never been
seen before. There have been financial disasters that would previously have seemed
impossible - such as the “near misses” for a number of high street banks, record
corporate losses across the globe, the collapse of Lehman Brothers and the systemic
failure of the Icelandic banking system. Unprecedented situations surfaced in the UK
with the Government rescues of Northern Rock, the merger between HBOS and Lloyds
and the recapitalisation plans of other banks.

Across the globe these issues have increased financial risk to all organisations
dramatically. Public sector bodies are not immune to this risk, as seen in the UK, with
many millions of pounds worth of UK public sector investments caught up in the
Icelandic banking crisis. The repercussions of these events, particularly the Icelandic
banking issues, have raised questions regarding the stewardship of funds held by public
sector bodies.
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Management of these funds is part of treasury management, a small but highly important
function within public sector bodies. Treasury managers are charged with maintaining
the security and liquidity of an organisation's financial assets while generating a yield or
return on that money. Given recent events across the world, it was deemed appropriate
to review the Government of Gibraltar’s treasury management practices.

5.2.3 Approach - A wide range of Government documents and relevant legislation in
respect of the treasury management of cash balances was reviewed and interviews were
carried out during the month of August 2009 with the following Government staff to
discuss Treasury policies and procedures:

¢ Financial Secretary;
e Accountant General;

e Key staff members of the Treasury Department involved with the overall treasury
management function; and

e The Government of Gibraltar’s UK investment managers.

5.2.4 Exclusions to the Scope of the Work - The treasury management operational
functions of the Government Treasury Department were examined during the course of
the work and the policy-making processes followed by the Financial Secretary in
making investment decisions were considered. The process walkthroughs were designed
to observe how policy is turned into practice and any issues noted during these
walkthroughs were reported. However, the quality of the individual investment
decisions was not examined and no statistical sample of transactions were reviewed,
therefore the issues noted should not be taken as exhaustive.
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References in this review to “good practice”, “standard practice” and “best practice” are
representative of the different views of good practice that exist and it is recognised that
these views will change over time. Examples of good practice and comparisons to good
practice are not intended to be comprehensive.

5.2.5 Summary of Key Findings — Reaction to Increased Risk - The Government takes
a prudent, risk averse approach and the Financial Secretary actively maintains
knowledge of the financial markets in which the Government operates. It is good
practice that, as investment risk increases then management attention and focus should
also increase. The Government has increased the level of attention on economic issues
and, therefore, the focus on treasury management has increased as a direct result.

The focus is clearly on security and liquidity above yield. An approach was reinforced
last year with the Government making the decision to only invest in a small number of
UK banks. This decision was conveyed to the Government’s UK investment managers
who are investing accordingly for new placements.

Counterparty Risk - Historically, the majority of investments have been managed by the
Government’s UK investment managers under agreed credit rating and instrument
limits.

In response to the market conditions, investments are now being made directly by the
Government with the Bank of England and UK banks (the latter under set-off
agreements arranged against debt already in place). Treasury manage these investments
against limits specified within statute. However, these are wide and are largely at the
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discretion of the Financial Secretary, outside of any formally established and
documented policy.

The current limits that are in place ignore the mark to market positions on swaps since
these are relatively new and also do not include investments with counterparties that the
Government’s UK investment managers execute on Government’s behalf.

The Government’s UK investment managers confirmed that the Government has
encouraged them to take an increasingly prudent approach in respect of investment
management. These actions evidence active consultation between the Financial
Secretary and the Government’s UK investment managers. Nevertheless, the current
policy does not specify what actions to take in the event of a downgrade.

Interest Rate Risk - The Government is presently exposed to interest rate risk as a result
of the fixed rates the money has been borrowed at, both from banks and through
debentures, compared to the variable rates of return on deposits. However, this risk is
effectively capped, since interest rates are presently low and in normal circumstances
would only be expected to increase, which will hence reduce the cost of funding.
Notwithstanding this, the cost of this strategy will be dependent on when interest rates
begin to return to higher levels.

Funding Risk - The establishment of significant cash reserves has been entirely
appropriate in light of the financial climate. However, the management of these reserves
generates additional risks as the Government is issuing debentures up to public
borrowing limits and funding the loss that is currently yielded on the interest rate risk.

Liquidity Risk - The Gibraltar Savings Bank’s liabilities are guaranteed to be paid out of
the Consolidated Fund if the bank cannot meet them. In addition, redemptions of
debentures issued by the Government are also paid out of the Consolidated Fund.
However, there is no reporting of the assessment/sensitivity to the potential impact this
may have.

General - There is no formalised treasury management policy as such; the governance
for investing is laid down in statute under the Public Finance (Control and Audit) Act,
the Trustees Act and the Savings Bank Act, which provide the investment risk criteria.

The Treasury Department operates within these parameters and appropriateness of
investment instruments and/or institutes and investment risk is largely at the Financial
Secretary’s discretion. Significant decisions will be agreed with the Minister with
responsibility for Finance and, where appropriate, the statute will be amended through
the formal procedure.

The Financial Secretary’s approach has been to secure capital value and liquidity over
yield, as is consistent with what is regarded to be good practice. However, this is largely
down to the experience and prudent approach of the Financial Secretary rather than a
formalised policy document. This clearly presents a risk to Government in situations
where there is a change in personnel or in the post holder’s attitude to risk.

Currently there is no documented formal policy on treasury management and there is no
formal reporting of performance against policy or expectation.

Operationally, the Financial Secretary receives daily investment schedules, so that he is
always up-to-date with the current position on investment performance. Investment
decisions are made by the Financial Secretary, which at times are communicated

53



verbally to the Treasury management team. This is a weakness in the current
arrangement. However, Treasury staff do keep a record of all treasury management
decisions taken.

5.2.6 Conclusions - The extremely volatile financial markets during 2008 and part of
2009 provided a unique backdrop for this review. In this period, the Government has
drawn down significant facilities in advance of requirements to ensure funds are
available when they are needed in view that the Government has embarked on an
extensive capital investment programme. The Government has also offered generous
interest rates to savers on debenture products to encourage and reward enhanced saving
by depositors.

As a consequence, there is a much higher level of debt held by the Government (as
permitted by new net debt limits) and also much more cash available for investment.
The Government has responded in a prudent manner by changing its investment strategy
and investing in a mix of lower risk assets, including placing money with the Bank of
England and arranging set-off agreements with the banks providing lending facilities.

Although the actions taken by the Government have been appropriate in this market
environment it is important that policies and documentation that govern decision making
are updated to reflect the new environment. At present there is a “key man” risk with
regard to the role of the Financial Secretary. A “key man” risk arises when there is a
high dependency on the knowledge and experience of a single person without supporting
policy, knowledge and skill to provide a back-up or contingency. In this case the risk is
due to the level of discretion held by one individual and the fact that policy and
procedures have not been formally documented to reflect actions that have been taken or
could be taken in future.

The overall conclusions from this review are that:

e Staff in key roles do have appropriate levels of experience for the job they are
required to undertake. However, there appears to be a “key man” risk and treasury
management policy and procedures are not formally documented.

e Operational controls appear to be adequate for the purpose for which they are
designed although:

- investment decisions should be documented giving justification for the
decision; and

- counterparty investment monitoring should be expanded to include aggregate
values for all of the Government’s exposure through direct deposits and through
the Government of Gibraltar’s UK investment managers.

e Treasury staff appear to be aware of the important role they perform and the risks
they face in executing that role.

5.2.7 Recommendations - In light of the review findings, it is recommended that the
Government considers taking the following actions:

e Provide resources with the necessary expertise in the field of treasury funds and
investments to address the “key-man” risk.

e Develop and implement a formal Treasury policy, covering the key issues
highlighted in the review.
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e Following implementation of the formalised investment strategy covered in the
treasury policy, an annual review and report should be made to Government on the
performance of investments.

¢ Implement a standard documented procedure to report and record all key investment
decisions and the justification for them.

e Counterparty investment monitoring should be expanded to include aggregate
values for all of the Government’s exposure through direct deposits and through the
Government of Gibraltar’s UK investment managers.

e Regular reviews of interest rate movements and the associated risks that these may
present to Government investments should be undertaken.

e Regular assessments should be made to the sensitivities associated with hedging
levels.

e Risks of large scale withdrawal of deposits from the Gibraltar Savings Bank and
debentures issued by the Government on the Consolidated Fund should be
modelled.

5.2.8 I forwarded a copy of the report to the Financial Secretary on 27 November
2009.

A Review of Staff Performance Management and Development in the
Government of Gibraltar Civil Service

5.3.1 Value for Money Context - The Government of Gibraltar’s actual expenditure on
payroll was £64.35 million for the financial year 2008-09, whilst budgeted expenditure
for the financial year 2009-10 is £63.64 million (out-turn figures were not readily
available at the close of this report). As can be seen in Figure 18 below, staff costs
account for a significant proportion of overall Government expenditure. It therefore
follows that a primary factor in obtaining value for money from Government
expenditure is to ensure that there are systems so that staff can perform their roles to a
high standard and to the best of their ability. The effective deployment of expertise,
skills and commitment of staff is essential to the Government achieving its overall
objectives and demonstrating value for money. Staff performance management and
development is an important process for ensuring that the Government achieves its
objectives and is therefore an important element in the delivery of Government services.

Payroll Expenditure
2008/09 (Actual)

Total Expenditure
2008/09 (Actual)

Payroll Expenditure as a % of Total
Government Expenditure

£64.35m £167.95m’ 38.3%
Payroll Expenditure Total Expenditure Payroll Expenditure as a % of Total
2009/10 (Budget) 2009/10 (Budget) Government Expenditure
£63.64m £172.26m’' 36.9%

5.3.2 Background to the Review - Performance management is a process that starts
with an organisation identifying its vision and translating this into a meaningful set of
aims and objectives.

! These figures of total expenditure take into account all expenditure including contracted services,
Government contributions and grants, etc.
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It is important that there is a clear process of setting and communicating the aims and
objectives throughout an organisation from the most senior administrators to front line
staff. Equally, it is just as important to ensure that the achievement of these aims and
objectives is monitored and reported back to those that set them.

Staff performance management is the element of the process where those goals and aims
are translated into meaningful directions for staff on the front line of service delivery.
Staff development is enabling individuals in an organisation to develop their knowledge,
skills and understanding in order to achieve the aims and objectives of the organisation.

Performance management and staff development could be defined as the implementation
of structures and processes to help organisations achieve their goals. The concept is
equally applicable to the smallest business as it is to the largest global conglomerate or
whether the organisation is in the public sector or the private sector.

This study focused on the individual staff performance management and development
aspects of the process by assessing the methods by which Government departments
identify how well staff are performing and, where required, what actions are taken to
help improve that performance.

5.3.3 Objectives - The objective of this review was to identify the approach taken by
the Government of Gibraltar and Government departments for individual staff
performance management and development. In particular, to determine:

e What formal systems and processes are in place to promote effective staff
management, development and training activities across Government departments;

e What informal arrangements exist where formal processes have not been developed;

e The support that service managers receive to help them undertake effective
performance management and staff development activities;

e Good practice that can be shared across departments; and

e Recommendations for improvements that can be made to the current arrangements.

5.3.4 Approach - During the review the following activities were undertaken:

e A review of key documents provided by departments that are used to support staff
performance and development, including:

- Application forms for promotion;
- Probation evidence files;
- Appraisal forms and guidelines (including self appraisal); and
- Training manuals.

¢ Analysis of questionnaires that were anonymously completed by:
- Heads of Department; and

- A sample of different grades of Government Civil Service and Gibraltar
Development Corporation (GDC) employees.

e Meetings were held during the period 28 September 2009 to 1 October 2009 with
the Heads of Department mentioned overleaf (and/or their representatives) to
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discuss departmental or service approaches to performance management and
personal development:

- Chief Secretary;

- Human Resources Manager;

- Accountant General;

- Commissioner of Income Tax;

- Commissioner of Police;

- Collector of Customs;

- Chief Fire Officer;

- Superintendent of Prison;

- Director of Education and Training;

- Chief Executive, Technical Services;

- Principal Secretary, Housing (Principal Housing Officer);
- Chief Executive, Building and Works (Acting); and

- Director, Information, Technology and Logistics Department.

5.3.5 The Diagnostic Questionnaire - A total of 591 questionnaires were distributed on
4 August 2009 to Government and GDC officers out of 1,616 staff, 30 of which were to
Heads of Department and the remaining 561 to randomly selected employees of
different grades from each Government department. The overall response rate to the
questionnaires received by the middle of September 2009 was 43.3%. Figures 19 below
and 20 overleaf provide a breakdown of the response rate by role and department
respectively.

Role Number Sent | Number Returned | Response Rate
Heads of Department 30 17 57%
Administrative Grades 189 95 50%
Teaching Grades 117 39 33%
Police Officers 79 24 30%
Technical Grades 44 22 50%
Customs Officers 37 13 35%
GDC Officers 32 15 47%
Fire Officers 28 13 46%
Postal Grades 14 7 50%
Prison Officers 11 6 55%
IT & L Officers 5 5 100%
Training Officers 5 0 0%
Total 591 256 43%

% This figure is made up of 1,523 civil servants and 93 GDC staff; it excludes industrial staff and certain
sectors of non-industrial grades.
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Department of the Environment
Gibraltar Maritime Administration
Information Technology and Logistics
Legislation Support Unit
Ministry of Finance

Parliament

Statistics Office

Human Resources Department
Magistrates' and Coroner's Court
Supreme Court

Attorney General's Chambers
Department of Transport
Employment Service

Prison Service

Housing Department

No 6 Convent Place
Immigration and Civil Status Office
Post Office

Fire Service

Gibraltar Tourist Board
Technical Services Department
Enterprise and Development
Buildings and Works
Department of Social Security
Education and Training

Customs Department

Culture and Heritage
Procurement Office

Royal Gibraltar Police

Income Tax Office

Treasury Department

Finance Centre

5.3.6 Saff Performance Management - Introduction and Good Practice — An effective
staff performance management framework helps individuals, teams, departments and the
Government as a whole to achieve objectives. As an integral part of this, a structured
appraisal system provides a framework for monitoring performance that can help
employees feel that their work is recognised and valued. It can also provide the
opportunity for managers and employees to discuss any work related issues or problems
and, more importantly, to discuss solutions on how these issues will be tackled.

During the review a number of good practice examples of staff performance
management in action were observed. In particular, the process followed by the Police
in relation to police officers demonstrates the most comprehensive approach and could
be seen as a model to deploy more widely. Other government departments could benefit
following such a comprehensive approach. To enable this, it would be beneficial for
Government to develop a single set of principles and guidelines for use across
departments, which could be based on the Police process. In order to allow departments
to develop approaches that are appropriate, it is important to keep these principles
relatively broad, rather than having a rigid framework which all departments must apply
consistently. The aim of these principles should be to ensure that:

o All departments have appropriate systems in place to maximise their staff potential;
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e There is flexibility for each department to adapt the arrangements to ensure that they
are relevant to the needs of the department, but based on the good practice elements
listed; and

e Heads of Department and line managers have access to the necessary guidance and
support for the implementation and ongoing delivery of staff performance
management procedures.

Staff Performance Management Systems - There is no Government-wide approach to
staff performance management, and the extent to which staff performance management
systems are used by a small number of Government departments is variable. However,
there is broad consistency of opinion amongst Heads of Department regarding the need
for a structured staff performance management system. There is also consistency of
opinion on the need for such a system to be flexible so that it is relevant and specific to
the needs of each individual staff groups within departments. However, this does not
preclude a Government-wide system from being developed, but rather than being a
prescriptive methodology, it should be a “principles based” approach that outlines
expectations and minimum standards to be achieved during flexible implementation at
departmental level.

Without a clear central steer a small number of departments have made progress
independently over the last few years to develop their own systems and processes whilst
other departments have applied informal arrangements.

The view of introducing formal systems is supported by most Heads of Department, who
showed keenness to implement formal approaches to staff performance management
systems. Most expressed a desire to receive guidance and support centrally regarding
the introduction of such systems to ensure consistency and fairness in how approaches
are implemented.

A good practice staff performance management system would include:
e Objective setting;
¢ Discussion of performance against the objectives (i.e. an appraisal meeting);

e A rating of performance (such as exceeds objectives, meets all objectives, meets
most objectives, fails to meet most objectives); and

e Recognition of good performance (and tackling of poor performance).

It was noticeable that where formal processes exist (or are about to be implemented),
most departments provide services of a specialist nature, often with a clear career
structure. However, not all departments who employ staff of this nature had plans to
introduce formal systems. Furthermore, in most cases, the arrangements relate only to
the professional or operational staff, meaning that administrative staff within these
departments are not included in the performance management process. Even where
formal processes are in place, the extent to which they match up to good practice is
variable. Looking ahead, one of the key principles that Government should consider to
promote is a comprehensive staff performance management system covering all
departments and all grades of staff.

5.3.7 Saff Training and Development - Introduction and Good Practice — Staff
development is an important part of assisting performance improvement at all levels of
an organisation. With development and training, individual effectiveness will increase
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and staff will be able to make a greater contribution in meeting the wider objectives of
their department and ultimately of the organisation.

The purpose of staff training and development includes, but is not limited to:

e Adding value by achieving department and Government improvement through
individual improvement;

e Supporting staff in developing and achieving their personal and professional
development plans;

e Supporting staff in developing job related knowledge, skills and behaviours that are
critical to their role or function;

e Supporting staff in the use of business critical processes and systems;
e Supporting staff in developing their personal and professional potential; and

e Ensuring compliance with regulations and statutory requirements.

Staff Performance appraisals provide an excellent foundation for the identification of
training and development needs. Moreover, where the appraisal is part of a consistent
and comprehensive performance management framework, it can ensure that the training
and development needs are aligned to the wider aims and objectives of the department
and the Government.

Staff Training and Development - In departments with more formal staff performance
management processes, discussions with staff regarding training and personal
development appear to be more structured and occurring more regularly.

Training budgets are applied for on an annual basis, and part of this application involves
outlining the training needs of the Department and rating these as ‘“mandatory”,
“critical” and “desirable”. Most Heads of Department felt that training budgets were
insufficient to meet all the training needs of departments, with training needs defined as
“critical” in this process often not being fully met. Outside of the annual bidding
process, there does not appear to be any opportunity for additional budget applications to
be made during the course of the year. This is a particular issue for departments where
training is often in response to new demands placed on the service that could not be
foreseen at the beginning of the year.

A number of Heads of Department stated that they consult with their staff on training
needs and where possible these are included in the training budget application. 36% of
officers who responded to the questionnaire stated that they had met with their managers
in the last 12-month period prior to the date the questionnaires were returned, to discuss
training needs. This compares to 59% of Heads of Department who responded that they
met with their staff at least every 12 months to discuss training needs.

Most Heads of Department stated that their training budgets limited them to delivering
only mandatory (and in some areas critical) training to staff, with little budget remaining
to support personal and professional development specific to their role. However, in
some cases, Heads of Department claimed that their staff did not even have access to the
core training required to undertake their role.

Some departments are quite creative in their approaches to tackling training funding
issues. In one department individuals attend UK training courses and are then required
to cascade what they have learned to their colleagues through locally delivered training
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events. Government departments could benefit from this approach, particularly if
different individuals are selected for each training course in order to open up
opportunities to the greatest number of individuals.

A range of management training courses are available to Government staff, which are
considered beneficial and effective in supporting career development. Beyond this
structured and highly regarded management training programme, Heads of Department
felt that there is a gap in general training and development opportunities for a wider pool
of staff. This view was supported by the questionnaire returns received from staff which
demonstrated that only 36% of staff consider that they are receiving or are being offered
adequate formal training.

5.3.8 Overall Summary - There is no Government-wide approach to staff performance
management and development in operation. As a result, a small number of departments
have introduced their own performance management and development processes. As a
consequence there is wide variation in the approaches that exist in each of those
departments.

Whilst there are elements of good practice demonstrated in some areas (such as for
Police Officers and Teaching Grades), in other areas there are no arrangements in place
at all. In those areas without any such processes there is a risk that the Government is
not achieving good value for money from the resources deployed as there is no way to
assess how effectively individual staff members are performing their role.

Responses to the questionnaire indicated that Heads of Department and staff across
Government widely support the concept of a formal approach to staff performance
management and development.  However, during discussions with Heads of
Department, it became apparent that arrangements would need to be flexible in order to
accommodate the differing needs of individual staff groups of departments.

A recent move towards open reporting for promotions appears to be leading to a more
structured approach to performance management for staff who are being considered for
promotion. Discussions are now often held between the Head of Department, line
manager and employee regarding the individual’s suitability for promotion. In principle,
this approach should be extended to cover all employees thus representing a good step
towards introducing a structured performance management process.

In the context of staff development and training, Heads of Department are concerned
that training budgets are only sufficient to cover basic training needs. Whilst it has not
been possible to quantify the level of development and training opportunities provided
during this review, in principle there appears to be a risk that some staff may not be
properly trained to perform their role effectively.

The Government has invested in management development through management and
leadership courses. These training courses are perceived to be very effective in
supporting personal development for the staff involved, clearly demonstrating a strong
commitment from Government towards staff personal development.

Bringing the two aspects of staff performance management and development together,
the questionnaire analysis, supported by discussions with Heads of Department,
indicated that those departments with objective setting and appraisal exercises in place
are more likely to have robust approaches in identifying and meeting staff training
needs. It is therefore vital to consider both aspects together when analysing
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improvements, using the objective setting and appraisal process as a springboard from
which to develop a more robust approach in identifying and meeting individual staff
training needs.

In conclusion, considering all aspects of the review, there is scope for improvement in
this area. The Government would benefit from the consistent application of a staff
performance management and development process.

5.3.9 Summary of Potential Areas for Improvement in Saff Performance Management
and Development - In light of the review findings, it is recommended that Government
considers taking action in the following areas:

e Develop and implement a formal Government-wide policy that includes principles
and guidelines of a staff performance management and development system. This
should allow for flexibility in approach so that processes can be tailored to the
differing needs of individual staff groups of departments. The policy should include
guidance on the processes and responsibilities for recording, monitoring and
evaluation of staff performance and development;

e Ensure staff engagement, consultation and communication in the development and
launch of a staff performance management and development policy and guidelines
to ensure buy-in from staff at all levels;

e ensure staff are involved in the development of performance management and
development tools so that they have a clear understanding of what is expected of
them and are able to fully understand the value and benefits of the process;

e Develop a process that enables the Human Resources Department to monitor that
objectives are set at the beginning of the year and that annual performance
appraisals are undertaken;

e Review the approach of resourcing training activities to ensure that all staff receive
at least the basic training, in addition to mandatory and key critical training
activities required to undertake and fulfil their role; and

e Explore the potential to provide greater opportunities for staff development which is
relevant to their specific role and that supports achieving the Government’s aims
and objectives.

5.3.10 I forwarded a copy of the report to the Chief Secretary on 12 February 2010.

An Overview of Human Resource Management Systems in
Government Departments/Organisations

54.1 A VFM review of the Human Resource management systems in government
departments and related organisations conducted in May 2005 was highlighted in section
5.2 of the report on the public accounts of Gibraltar for the financial year 2003-04.

5.4.2 In paragraph 5.4.2 of my report on the annual accounts of the Government of
Gibraltar for the financial year 2005-06, I commented that on 14 March 2007 the Human
Resources Manager explained to me, inter alia, that he considered that the adoption of
the proposals contained in a report to restructure and modernise the Human Resources
Department should ensure that progress is achieved in all relevant matters pertaining to
the VFM review.
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5.4.3 In paragraph 5.4.3 of my report on the public accounts of Gibraltar for the
financial year 2006-07, I referred to a memorandum I sent to the Human Resources
Manager on 10 January 2008 to enquire whether there had been any development
regarding the “Action to Improve” sections of the VFM exercise. The Human
Resources Manager responded on 17 January 2008 explaining that the position remained
the same as he had reported to me on 14 March 2007.

5.4.4 In paragraph 5.3.3 of last year’s report, I explained that, once again, the Human
Resources Manager confirmed to me on 27 January 2009 that there had not been further
development since his last communication to me on 17 January 2008. Finally, on 23
December 2009 I, once again, asked the Human Resources Manager whether there had
been any development concerning the implementation of the recommendations made in
the VFM report to which the Human Resources Manager confirmed on 6 January 2010
that there had not been any development subsequent to his communication to me on 27
January 2009. Nearly five years have now elapsed since the VFM report on the Human
Resource management systems in government departments and related organisations
was submitted, and consequently I have decided to close this chapter and, therefore, not
pursue this issue any further.

A Review on the Delivery of the Government Capital Works
Programme

5.5.1 On 18 January 2007 I addressed the above-mentioned VFM report to the Chief
Secretary and the Chief Technical Officer requesting their respective views and
comments on the findings and recommendations of the VFM review detailed in section
5.2 of my report on the annual accounts of the Government of Gibraltar for the financial
year 2005-06. On 2 February 2007 the Chief Secretary informed me that he was
awaiting the Chief Technical Officer’s comments before submitting his reply to me.

5.5.2 The Chief Technical Officer wrote on 7 June 2007 to inform me that he had
referred the VFM report to the Chief Executive, Technical Services for his consideration
and advice, since the execution of such projects had been undertaken by the Chief
Executive. The Chief Technical Officer informed me that the Chief Executive would be
replying directly to me. However, he also explained that the Chief Executive was
extremely busy with the delivery of numerous high priority projects, which had
prevented him from replying to me earlier.

5.5.3  On 30 November 2009, I am glad to report that the Chief Executive, Technical
Services Department responded comprehensively, generally agreeing with most of the
recommendations made in the report and providing explanations where he did not agree.
However, the Chief Executive explained that he had not commented on those points
made in the report arising from procedural policy issues rather than from technical
project procedures.

A Follow-up Review of the Management of Telecommunications
(Telecoms) Services in Government Departments, Authorities and
Agencies

5.6.1 On 13 February 2008 I addressed the above-mentioned VFM report to the Chief
Secretary requesting his views and comments on the findings and recommendations of
the VFM review detailed in section 5.3 of my report on the annual accounts of the
Government of Gibraltar for the financial year 2006-07.
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5.6.2 In paragraph 5.7.2 of my report on the public accounts of Gibraltar for the
financial year 2007-08 I explained that the Chief Secretary had responded on 15 January
2009 to express his regret that the recommendations of the review had not progressed at
the rate desired due to other pressing matters and that the issue had now been prioritised
for action as follows:

e The elaboration of a pan-Government policy on telecommunications; and

e Addressing issues relating to the procurement of mobile telephones.

5.6.3 The Chief Secretary informed me that he would provide me with the progress
made in both areas as soon as information was available.

5.6.4 1 wrote to the Chief Secretary on 19 January 2009 thanking him for his positive
response and welcoming his approach. However, I explained to him that the report had
also highlighted that there was no regular process for producing and monitoring landline
and mobile telephone usage levels and hence I was concerned that this area was not
adequately managed.

A Review of the Recruitment and Induction Training Processes in the
Government of Gibraltar Civil Service

5.7.1 On 20 February 2009 I wrote to the Chief Secretary and the Human Resources
Manager forwarding each a copy of the VFM review of the Recruitment and Induction
Processes in the Government of Gibraltar Civil Service and requested their respective
views and comments on the findings and recommendations of the VFM study.
However, at the close of this report neither the Chief Secretary nor the Human
Resources Manager had responded.
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GENERAL AUDIT MATTERS

Proposals for the Revision of Audit Legislation

6.1.1 I have previously mentioned that my predecessor submitted proposals to the
Government on 17 March 1998 to revise the audit legislation contained in Parts VIII and
IX of the Public Finance (Control and Audit) Act, as no significant modifications had
been made since its enactment in 1977. The primary aim of these proposals is to
provide an improved legal basis to secure a more modern and efficient public audit
service that is fully independent of the Government of Gibraltar. 1 am hopeful that the
draft legislation, which adequately addresses key issues of audit independence, will be
taken to the Gibraltar Parliament during the coming year.

Staff Training

6.2.1 The primary aim of the Principal Auditor, and through him the Gibraltar Audit
Office’s financial audit work, is to provide independent assurance, information and
advice to Parliament on the proper accounting and use of public resources. In order to
effectively attain this goal it is important to maintain high auditing standards and this in
turn requires adequate training opportunities. In this context, four officers of the
Gibraltar Audit Office attended different audit training courses in the United Kingdom
during the latter part of last year.
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their support during the year. I also wish to make special mention of Mr Anthony
Sacramento, Deputy Principal Auditor, who was seconded on 1 February 2010 to the
Department of Social Security to take up the appointment of Principal Secretary, Family,
Youth and Consumer Affairs. I am extremely grateful for the enormous support that he
has offered me since I took office in August 2005 and for his invaluable experience;
responsibility and dedication provided to me, as well as officers of the Gibraltar Audit
Office. I extend my warmest best wishes in his new appointment.

6.3.2 I am also grateful to the Accountant General and Controlling Officers, and their
respective members of staff, for the co-operation, assistance and courtesy extended to
my staff and me during the course of the performance of the audit function.
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Gibraltar Audit Office J C Posso
18 March 2010 Principal Auditor
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Audit Opinion on the Public Accounts of the Government of Gibraltar

Respective responsibilities of the Accountant General, Controlling
Officers, Receivers of Revenue and the Principal Auditor

The Accountant General has statutory responsibility for the compilation, management
and supervision of the accounts of the Government and for the conduct of the treasury;
and within a period of nine months after the close of each financial year shall sign and
transmit to the Principal Auditor accounts showing fully the financial position of the
Government at the end of such financial year.

Controlling Officers are the chief accounting officers in respect of, and are personally
accountable for, all public moneys disbursed and all stores held, issued or received or
used by or on account of the department or service for the head of expenditure for which
they are the controlling officer.

Receivers of Revenue are statutorily responsible for the collection of, and accounting
for, all moneys received for the credit of items of revenue for which they are appointed
receivers of revenue for any financial year.

My constitutional responsibility is to audit and report on the public accounts of Gibraltar
and of all courts of law and all authorities and offices of the Government.

Basis of Audit Opinion

I have audited the public accounts of Gibraltar as required by the provisions of section
74 (1) of the Constitution of Gibraltar. I conducted my audit in accordance with
generally accepted government auditing standards. My audit includes examination, on a
test basis, of evidence relevant to the amounts, disclosures and regularity of financial
transactions included in the financial statements. It also includes an assessment of the
significant estimates and judgements made by the Accountant General in the preparation
of the financial statements.

I planned and performed my audit so as to obtain all the information and explanations
which I considered necessary in order to provide me with sufficient evidence to give
reasonable assurance that the financial statements are free from material misstatement,
whether caused by error, or by fraud or other irregularity and that, in all material
respects, moneys which have been appropriated and disbursed have been applied for the
purposes for which they were appropriated and the expenditure conforms with the
authorities which govern it. In forming my opinion I also evaluated the overall adequacy
of the presentation of information in the financial statements.
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AUDIT OPINION

Audit Opinion

Except for the relevant comments contained in my report dated 18 March 2010, in my
opinion:

o the financial statements on pages 89 to 268 properly present the revenue and
expenditure for the financial year ended 31 March 2009 and the assets and liabilities
as at the end of that year; and

e in all material respects, moneys which have been appropriated and disbursed have
been applied for the purposes for which they were appropriated and the expenditure
conforms with the authorities which govern it.

Gibraltar Audit Office J C Posso
18 March 2010 Principal Auditor
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GOVERNMENT OF GIBRALTAR
STATEMENT OF ASSETS AND LIABILITIES AS AT 31 MARCH 2009

ASSETS Previous Year
LIQUID RESERVES £142,105,153.79 £72,862,167.38
ADVANCES £35,970,205.23 £3,336,223.45
UNRETIRED IMPRESTS £1,230,938.97 £1,621,847.97
£179,306,297.99 £77,820,238.80
FINANCED BY
SPECIAL FUNDS (As per Special Funds Summary) £158,087,920.03 £67,864,900.67
(Less) Investments (£79,341,112.06) (£67,007,604.57)
Net due in respect of Special Funds £78,746,807.97 £857,296.10
DEPOSITS ' £33,662,610.32

(Less) Investments (Development Contribution Account) (£14,373,537.23)

£19,289,073.09 £27,266,848.25

CONTINGENCIES FUND £400,000.00 £400,000.00

CONSOLIDATED FUND
Balance on 1 April 2008 £49,296,094.45

Recurrent Account

Recurrent Revenue : £244,278,209.79
(Less) Recurrent Expenditure (£223,067,303.18)
Surplus on Recurrent Account 2008/2009 £21,210,906.61
Reserve Account
Exceptional Revenue £19,247,432.85
(Less) Exceptional Expenditure (£2,284,216.58)
Contribution to Improvement
and Development Fund (£7,500,000.00)
£9,463,216.27
Appreciation of Investments £900,199.60
Consolidated Fund Balance on 31 March 2009 £80,870,416.93 £49,296,094.45
£179,306,297.99 £77,820,238.80
Notes:

1. This statement does not include the following:
a) Government Shareholdings with a Book Value of £77,649,038.00
b) The Assets and Liabilities of the Savings Bank Fund

2. Public Debt of Gibraltar - Aggregate £191.5m; Cash Reserves £129.6m; Net Public Debt £61.9m.

3. The Government's accounting system is maintained on a ‘cash basis’. Therefore, this statement does not

reflect any physical assets held by Government, such as the value of buildings, vehicles and other non-financial
assets. Similarly, accruals are not reflected and the above fund balances represent the actual cash value of the
financial assets in hand. '

Accountant General
23 December 2009
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HEADS AND ITERMS ORIGINAL SUPPLE- VIREMENT TOTAL ACTUAL (EXCESS)
ESTIMATE MENTARY AUTHORISED EXPENDITURE OR SAVING
2008/09
5A - FAMILY AND COMMUNITY AFFAIRS
PERSONAL EMOLUMENTS
1(a) Salaries £780,000 £0 £0 £780,000 £759,865.09
1(b)(i) Overtime - £0 £0 £0 £0 £0.00
Conditioned
1(b)(ii) Overtime - £0 £0 £0 £0 £0.00
Emergency
1(b)(iii) Overtime - £0 £0 £0 £0 £0.00
Manning Level
Maintenance
1(b)(iv) Overtime - £55,000 £0 £0 £55,000 £63,713.44
Discretionary
1(c) Allowances £38,000 £0 £0 £38,000 £31,640.41
1(d) Temporary Assistance £0 £0 £11,330 £11,330 £29,108.69
TOTAL PERSONAL £873,000 £0 £11,330 £884,330 £884,327.63 £2.37
EMOLUMENTS
INDUSTRIAL WAGES
2 £0 £0 £0 £0 £0.00
TOTAL INDUSTRIAL WAGES £0 £0 £0 £0 £0.00 £0.00
OTHER CHARGES
Office Expenses
3(1)(a) General Expenses £12,000 £0 £0 £12,000 £10,589.29
3(1)(b) Electricity and £6,000 £0 £0 £6,000 £6,348.03
Water
3(1)(c) Telephone Service £15,000 £0 £0 £15,000 £12,077.70
3(1)(d) Printing and £12,000 £0 £0 £12,000 £13,740.87
Stationery
Contracted Services
3(1)(e) Office Cleaning - £21,000 £0 £0 £21,000 £20,445.68
Trafalgar Cleaning
Services Ltd
3(1)(f) Security Services - £17,000 £0 £0 £17,000 £19,202.68
Security Express (Gibraltar)
£83,000 £0 £0 £83,000 £82,404.25 £595.75

Operational Expenses
3(2)(a) Marriage £10,000 £0 £0 £10,000 £10,000.00
Counselling
3(2)(b) Grant to Women in £100,000 £0 £0 £100,000 £100,000.00
Need

£110,000 £0 £0 £110,000 £110,000.00 £0.00
Support to the Disabled
3(3)(a) Disability Allowance £413,000 £0 £0 £413,000 £448,866.86
3(3)(b) Disability £8,000 £0 £0 £8,000 £1,280.00
Awareness
3(3)(c) Home Help £27,000 £0 £0 £27,000 £27,000.00
3(3)(d) Special Care £433,000 £0 £0 £433,000 £190,371.37
Abroad
3(3)(e) Contingencies £30,000 £0 £0 £30,000 £45,649.43

£911,000 £0 £0 £911,000 £713,167.66 £197,832.34
Drugs Misuse
Programme
3(4)(a) Rehabilitation £400,000 £0 £0 £400,000 £400,000.00
Centre - New Hope Trust
3(4)(b) Drug Awareness £30,000 £0 £0 £30,000 £26,487.48
Campaign

£430,000 £0 £0 £426,487.48 £3,512.52

£430,000

120



121



122



123



124



125



126



127



128



129



130



131



132



133



134



135



136



137



138



139



140



141



142



143



144



145



146



147



148



149



150



151



152



153



154



155



156



157



158



159



160



161



162



163



164



165



166



167



168



169



170



LIQUID RESERVES

STATEMENT OF INVESTMENTS ON 31 MARCH 2009

SHOWING MARKET VALUE ON THAT DATE

DESCRIPTION OF STOCK NOMINAL MARKET MARKET TOTAL
VALUE PRICE VALUE MARKET
ACCRUED ACCRUED VALUE ON
INTEREST % INTEREST 31309
Bank of Scotland GBP Interest Bearing £4 997.47 100.000 £4,997.47 £4,997 .47
Current Alc '
Cash held with Crown Agents £382.33 100.000 £382.33 £382.33
£5,379.80 £5,379.80 £5,379.80

Savings Bank Fund:
On-Call Investment Account £113,330,986.56 100.000(£113,330,986.56 | £113,330,986.56
Cash held in Barclays Bank PLC £2,500,625.85 100.000] £2,500,625.85 £2,500,625.85
Cash held in Natwest Bank £14,800,451.71 100.000| £14,800,451.71 | £14,800,451.71
Crown Agents General Account £22,773.24 100.000 £22,773.24 £22,773.24
Cash in Hand £524,713.95 100.000 £524,713.95 £524,713.95
Barclays Bank Euro Account £1,507,508.74 100.000] £1,507,508.74 £1,507,508.74
Royal Bank of Scotland Int. Euro Account £3,930,524.66 100.000{ £3,930,524.66 £3,930,524.66
RBS - Global Treasury Fund Euro Account| £5,482,189.28 100.000|] £5,482,189.28 £5,482,189.28

£142,105,153.79 £142,105,153.79 | £142,105,153.79
SUMMARY OF RESERVES £'m
Consolidated Fund £80.9
Improvement and Development Fund £78.7

£159.6
Less Advance to Government Companies (£30.0)
Cash Reserves £129.6
Statutory Bodies £0.4
Overall Cash Reserves £130.0
Contingencies £0.4
Other Funds £11.7
Liquid Reserves £142.1
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8L1

SPECIAL FUNDS SUMMARY FOR THE YEAR ENDED 31 MARCH 2009

FUND ACCOUNT FUND ACCOUNT RECEIPTS PAYMENTS FUND ACCOUNT INVESTMENTS LIQUID
BALANCE ON DURING THE DURING THE BALANCE ON ON RESERVES

1 April 2008 YEAR YEAR 31 March 2009 31 March 2009
IMPROVEMENT AND DEVELOPMENT FUND £846,739.87 £117,755,530.59 (£39,866,147.99) £78,736,122.47 £0.00 £78,736,122.47
OPEN LONG-TERM BENEFITS FUND £13,910,201.83 £3,283,722.00 (£17,193,923.83) £0.00 £0.00 £0.00
CLOSED LONG-TERM BENEFITS FUND £205,346.37 £5,421,315.59 (£5,626,661.96) £0.00 £0.00 £0.00
SHORT-TERM BENEFITS FUND £1,321,942.44 £274,057.98 (£1,596,000.42) £0.00 £0.00 £0.00
EMPLOYMENT INJURIES INSURANCE FUND £2,538,691.97 £60,921.15 (£2,5699,613.12) £0.00 £0.00 £0.00
SOCIAL ASSISTANCE FUND £54,151.40 £7,203,224.07 (£7,245,838.55) £11,536.92 £11,536.92 £0.00
STATUTORY BENEFITS FUND £0.00 £39,790,269.75 (£19,056,436.47) £20,733,833.28 £20,733,833.28 £0.00
NOTE SECURITY FUND £21,650,324.27 £34,785,056.87 (£29,960,000.00) £26,475,381.14 £26,475,381.14 £0.00
SUPREME COURT FUND £5,148,006.28 £275,352.07 (£121,140.02) £5,302,218.33 £5,295,225.33 £6,9983.00
ADMINISTRATOR GENERAL'S ACCOUNT £204,446.55 £6,772.19 £0.00 £211,218.74 £211,218.74 £0.00
GOVERNMENT TRUSTS FUND £21,985,049.69 £11,733,969.35 (£7,101,409.89) £26,617,609.15 £26,613,916.65 £3,692.50

£67,864,900.67 £220,590,191.61 (£130,367,172.25) £158,087,920.03 £79.341,112.06 £78,746,807.97
SAVINGS BANK FUND £258,703,079.26 £12,160,281.73 (£42,863,088.90) £228,000,272.09 £228,000,272.09 £0.00

£326,567,979.93

£232,750,473.34

(£173,230,261.15)

£386,088,192.12

£307,341,384.15

£78,746,807.97
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SPECIAL FUNDS
SUPREME COURT FUND
ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009

FUND ACCOUNT

RECEIPTS
Miscellaneous Receipts
Interest Earned

PAYMENTS
Miscellaneous Payments
Net Receipts

INVESTMENT ACCOUNT

INCREASE IN INVESTMENTS
Interest Earned

DECREASE IN INVESTMENTS
Net Sale of Investments

Net Increase in Investments

BALANCE SHEET AS AT 31 MARCH 2009

ASSETS
Investments on 1 April 2008
Net Increase in Investments during the year
Investments on 31 March 2009
Advance to Liguid Reserves

FINANCED BY
Fund Account Balance on 1 April 2008
Net Receipts during the year
Fund Account Balance on 31 March 2009
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£105,675.95
£169,676.12

£275,352.07

(£121,140.02)

£154,212.05

£169,676.12

(£15,464.07)

£154,212.05

£5,141,013.28
£154,212.05

£5,295,225.33
£6,993.00

£5,302,218.33

£5,148,006.28
£154,212.05

£5,302,218.33
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SPECIAL FUNDS
GOVERNMENT TRUSTS FUND
ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009

INVESTMENT ACCOUNT

INCREASE IN INVESTMENTS
Net Purchase of Investments
Interest Earned

DECREASE IN INVESTMENTS
Net Capital Loss

Net Increase in Investments

BALANCE SHEET AS AT 31 MARCH 2009

ASSETS
Investments on 1 April 2008
Net Increase in Investments during the year
Investments on 31 March 2009
Advance to Liquid Reserves

FINANCED BY
Fund Account Balance on 1 April 2008
Net Receipts during the year
Fund Account Balance on 31 March 2009
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£3,618,668.67
£1,252 947.46

£4,871,616.13

(£239,185.94)

£4,632,430.19

£21,981,486.46
£4,632,430.19

£26,613,916.65
£3,692.50

£26,617,609.15

£21,985,049.69
£4,632,559.46

£26,617,600.15
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SPECIAL FUNDS
GOVERNMENT TRUSTS FUND
ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009

2004 TERCENTENARY: SUB-FUND

RECEIPTS
Miscellaneous Receipts

PAYMENTS
Net Receipts

BALANCE SHEET AS AT 31 MARCH 2009

ASSETS
Advance to Liquid Reserves

FINANCED BY
Sub-Fund Account Balance on 1 April 2008

Net Receipts during the year
Sub-Fund Account Balance on 31 March 2009

261

£470.00

(£0.00)

£470.00

£3,692.50

£3,222.50
£470.00

£3,692.50
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GIBRALTAR HEALTH AUTHORITY

RECEIPTS AND PAYMENTS ACCOUNT

FOR THE YEAR ENDED 31 MARCH 2009

CAPITAL ACCOUNT

RECEIPTS

Contribution from the Improvement and Development Fund

PAYMENTS

Equipment and Spares
Computerisation

Capital Works

Facilities Management

New Hospital - Final Contract Payment

CAPITAL ACCOUNT - DONATIONS

RECEIPTS
Donations

PAYMENTS
Purchase of Equipment

£459,160.78
£182,122.08
£139,920.74
£173,820.35
£151,871.99

Net Payments

Net Payments

BALANCE SHEET AS AT 31 MARCH 2009

RECURRENT ACCOUNT

ASSETS
Cash in Hand on 31 March 2009
Advance from Liquid Reserves

FINANCED BY

Account Balance on 1 April 2008
Net Payments during the year

CAPITAL ACCOUNT

ASSETS
Advance to Liquid Reserves

FINANCED BY
Account Balance on 1 April 2008
Net Payments during the year

Account Balance on 31 March 2009

Account Balance on 31 March 2009

273

£1,106,000.00

(£1,106,895.94)

(£895.94)

£11,627.00

(£139,886.59)

(£128,259.59)

£46,560.00
(£46,052.46)

£507.54

£2,154.48
(£1,646.94)

£507.54

£378.31

£1,274.25
(£895.94)

£378.31




GIBRALTAR HEALTH AUTHORITY

BALANCE SHEET AS AT 31 MARCH 2009

CAPITAL ACCOUNT - DONATIONS

ASSETS
Advance to Liquid Reserves

FINANCED BY

Account Balance on 1 April 2008
Net Payments during the year

SUMMARY OF ADVANCES (FROM)/TO LIQUID RESERVES

Recurrent Account
Capital Account

Capital Account - Donations
Net Advance from Liquid Reserves

Note:
These accounts are not the audited accounts of the Authority

274

£7,516.85

£135,776.44
(£128,259.59)

Account Balance on 31 March 2009

£7,516.85

(£46,052.46)
£378.31
£7,516.85

(£38,157.30)
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ELDERLY CARE AGENCY

RECEIPTS AND PAYMENTS ACCOUNT

FOR YEAR ENDED 31 MARCH 2009

PAYMENTS (cont)

Office Expenses:

(22) General Expenses
(23) Electricity and Water
(24) Telephone Service
(25) Printing and Stationery

Miscellaneous Expenses:

(26) Nurses Registration Fees

(27) Maintenance Works

(28) Insurance

(29) Jewish Home Security

(30) Contingencies

(31) Computer and Office Equipment
(32) Rent and Service Charges

(33) Health and Safety Expenses

CAPITAL ACCOUNT

RECEIPTS

brought forward

Contribution from the Improvement and Development Fund

PAYMENTS
Works and Equipment

BALANCE SHEET AS AT 31 MARCH 2009

RECURRENT ACCOUNT

ASSETS
Cash in Hand on 31 March 2009
Advance from Liquid Reserves

FINANCED BY
Account Balance on 1 April 2008
Net Receipts during the year

£7,164,071.13

£9,321.98
£124,226.30
£28,881.82
£14,899.41
£177,329.51
£2,471.00
£90,747.32
£13,242.46
£5,378.14
£2,556.40
£3,005.45
£5,282.00
£6,000.00
£128,682.77

(£7,470,083.41)

Net Receipts £13.87

£174,000.00

(£174,734.63)

Net Payments (£734.63)

£1,300.00

(£867.03)

£432.97

£419.10

£13.87

Account Balance on 31 March 2009 £432.97
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ELDERLY CARE AGENCY

BALANCE SHEET AS AT 31 MARCH 2009

CAPITAL ACCOUNT

ASSETS
Advance to Liquid Reserves

FINANCED BY
Account Balance on 1 Aprit 2008

Net Payments during the year
Account Balance on 31 March 2009

SUMMARY OF ADVANCES TO/(FROM) LIQUID RESERVES

Recurrent Account

Capital Account
Net Advance from Liquid Reserves

Note:
These accounts are not the audited accounts of the Agency
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£756.41

£1,491.04
(£734.63)

£756.41

(£867.03)
£756.41

(£110.62)
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GIBRALTAR DEVELOPMENT CORPORATION
RECEIPTS AND PAYMENTS ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2009

brought forward £5,632,506.56

PAYMENTS (cont)

(19) Wage Subsidies:
(a) EU Projects:
(iY\Government Financed £45,022.59
(ii)Planned ESF Funds £1,700.00

£46,722.59
(20) Training and Development Courses:
(a) EU Projects:
(iY\Government Financed £55,171.43
(i)Planned ESF Funds £55,171.41

£110,342.84
(b) Other Projects - Government Financed £626,469.74

£736,812.58
(21) Construction Training Centre Expenses:
(a) EU Projects:
(iYGovernment Financed £32,512.35
(ii)Planned ESF Funds £32,127.87

£64,640.22
(b) Other Projects - Government Financed £116,621.64

£181,261.86

(22) Our Lady Of Europa Training Céntre Expenses £8,779.08

(23) Tribunal Expenses £955.00

Net Payments

BALANCE SHEET AS AT 31 MARCH 2009

ASSETS
Advance to Liquid Reserves

FINANCED BY
General Fund Balance on 1 April 2008

Net Payments during the year
General Fund Balance on 31 March 2009

Note:
These accounts are not the audited accounts of the Corporation
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(£6,607,037.67)

(£1,431,579.48)

£433,817.76

£1,865,397.24
(£1,431,579.48)

£433,817.76




280



281



282



283



284



SOCIAL SERVICES AGENCY
RECEIPTS AND PAYMENTS ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2009

brought forward £5,173,417.04
PAYMENTS (cont)

Non-Residential Services:
(22) St Bernadette's Centre £46,965.90

Office Expenses:

(23) General Expenses £10,141.65
(24) Electricity and Water £46,372.00
(25) Telephone Service £43,249.71
(26) Printing and Stationery £14,988.26
£114,751.62
Operational Expenses:
(27) Training and Official Travel £68,262.30
(28) Maintenance Works £10,377.64
(29) Motor Vehicle Expenses £8,743.69
(30) Insurance £7,820.00
£95,203.63
Contracted Services:
(31) Cleaning £12,600.28
(32) Planted Areas £8,741.75
£21,342.03
(33) Inter-Country Adoption Expenses £2,139.00
(34) Losses of Public Funds £13.08
(35) Compensation and Legal Costs £38,704.00
(£5,492 536.30)
Net Receipts £141.70
CAPITAL ACCOUNT
RECEIPTS
Contribution from the Improvement and Development Fund £68,000.00
PAYMENTS
Equipment and Works (£67,613.95)
Net Receipts £386.05
BALANCE SHEET AS AT 31 MARCH 2009
RECURRENT ACCOUNT
ASSETS
Cash in Hand on 31 March 2009 £15,065.00
Advance from Liquid Reserves (£14,116.64)
£948.36
FINANCED BY «
Account Balance on 1 April 2008 £806.66
Net Receipts during the year £141.70
Account Balance on 31 March 2009 £948.36
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SOCIAL SERVICES AGENCY

BALANCE SHEET AS AT 31 MARCH 2009

CAPITAL ACCOUNT

ASSETS

Advance to Liquid Reserves £738.53
FINANCED BY

Account Balance on 1 April 2008 £352.48
Net Receipts during the year £386.05

Account Balance on 31 March 2009 £738.53

SUMMARY OF ADVANCES TO/(FROM) LIQUID RESERVES

Recurrent Account (£14,116.64)
Capital Account £738.53

Net Advance from Liquid Reserves (£13,378.11)
Note:

These accounts are not the audited accounts of the Agency

286



287



GIBRALTAR ELECTRICITY AUTHORITY
RECEIPTS AND PAYMENTS ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2009

brought forward
PAYMENTS (cont)

Purchase of Electricity:
(27) OESCO £14,260,663.20
(28) MOD £580,837.22

(29) GHA Related Expenditure
(30) Compensation and Legal Costs
(31) Commercial Works

Net Receipts

CAPITAL ACCOUNT

RECEIPTS
Contribution from the Improvement and Development Fund

PAYMENTS

Works and Equipment
Net Receipts

BALANCE SHEET AS AT 31 MARCH 2009

RECURRENT ACCOUNT

ASSETS
Imprest
Advance to Liquid Reserves

FINANCED BY
Balance on 1 April 2008
Net Receipts during the year

£17,315,609.92

£14,841,500.42

£795.54
£106,660.00
£1,190,911.11

Recurrent Account Balance on 31 March 2009

CAPITAL ACCOUNT

ASSETS
Advance to Liquid Reserves

FINANCED BY
Balance on 1 April 2008
Net Receipts during the year

Capital Account Balance on 31 March 2009

SUMMARY OF ADVANCES TO/(FROM) LIQUID RESERVES

Recurrent Account
Capital Account

Net Advance to Liquid Reserves

Note:
These are not the audited accounts of the Authority
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(£33,455,476.99)

£53.54

£346,000.00

(£345,957.63)

£42.37

£60.00
£773.82

£833.82

£780.28
£53.54

£833.82

£224.19

£181.82
£42.37

£224.19

£773.82
£224.19

£998.01
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GIBRALTAR SPORTS AND LEISURE AUTHORITY

CAPITAL ACCOUNT

RECEIPTS
Contribution from the Improvement and Development Fund

PAYMENTS

Works and Equipment
Net Payments

BALANCE SHEET AS AT 31 MARCH 2009

RECURRENT ACCOUNT

ASSETS
Cash in hand on 1 April 2008
Advance to Liquid Reserves

FINANCED BY
Account Balance on 1 April 2008
Net Payments during the year
Account Balance on 31 March 2009

CAPITAL ACCOUNT

ASSETS
Advance to Liquid Reserves

FINANCED BY
Account Balance on 1 April 2008
Net Payments during the year
Account Balance on 31 March 2009

SUMMARY OF ADVANCES TO/(FROM) LIQUID RESERVES

Recurrent Account
Capital Account
Net Advance to Liquid Reserves

Note:
These accounts are not the audited accounts of the Authority
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£181,000.00

(£181,462.73)

(£462.73)

£90.00
£656.20

£746.20

£1,151.44
(£405.24)

£746.20

£452.98

£915.71
(£462.73)

£452.98

£656.20
£452.98

£1,109.18
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