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The Honourable Judge Karen Ramagge
Speaker of the Gibraltar Parliament
The Parliament

Gibraltar

Dear Madam Speaker,

| herewith enclose my report on the audit of the public accounts of Gibraltar for the
years ended 31 March 2017 and 31 March 2018, together with the accounts certified
by me. | shall be grateful if you would arrange for the report and accounts to be laid in
the next session of the Parliament, pursuant to section 74(2) of the Gibraltar
Constitution 2006.

Yours sincerely,

A R Sacramento
Principal Auditor
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PART 1 - INTRODUCTION

Reporting Authority

111

1.1.2

11.3

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.

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 monies, 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
monies - 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.

The Principal Auditor is also required to audit the accounts of a number of other bodies, such
as those of statutory corporations, authorities and agencies; and, by agreement, audits other
accounts; and reports thereon in accordance with the relevant legislation. He also has a
statutory obligation to examine liquidators’ accounts in respect of companies in compulsory
liquidation and official trustee accounts of debtors adjudged bankrupt where the winding up
commenced prior to 1 November 2014, the date of the coming into force of the Insolvency
Act 2011.

Audit Evidence

1.21

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, departmental accounting practices and
internal control systems.

Reporting Process

1.3.1

1.3.2

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. Departments covered in this report are not the
only departments that have been subjected to audit examination since the last report.

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.
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Value for Money Audit

1.41

1.4.2

1.4.3

14.4

1.4.5

1.4.6

1.4.7

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.

Although the Principal Auditor does not yet have specific statutory authority to carry out VFM
examinations he has been doing so, with the 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 studies.

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 given to areas where the largest resources are involved, where VFM
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.

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.

Audit work on VFM reviews conducted so far has generally provided a positive and valuable
effect on departments and other public bodies, by delivering a greater awareness in the
areas covered by the audit programme of VFM studies and from improvements made to
systems and procedures on the specific areas examined.

Five VFM reviews were completed since the audit report on the annual accounts for the
financial year 2015-16 was published. A summary of the main findings and
recommendations is presented in Part 5 of this report.

The Principal Auditor is committed to continue undertaking 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.
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2016-17

General

211

21.2

213

214

21.5

Section 52 of the Public Finance (Control and Audit) Act (“the Act”) requires the Accountant
General within a period of nine 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.

On 26 December 2017, the Minister responsible for Finance granted an extension for the
said public accounts to be submitted to me by the Accountant General, in accordance with
the provisions of Section 52 (1) of the Act, until such time as the Supplementary Appropriation
Bill was sanctioned by Parliament and the Appropriation Act was published in the Gazette.

The Accountant General submitted to me on 3 April 2018 an advance draft of the public
accounts of Gibraltar for the financial year ended 31 March 2017, pending the publication of
the Supplementary Appropriation (2016/2017) Bill.

Pursuant to Section 52 of the Act the Accountant General submitted to me on 28 July 2021
the public accounts of Gibraltar for the financial year ended 31 March 2017, subsequent to
the publication of the Supplementary Appropriation (2016/2017) Act 2021 in Legal Notice No.
14 of 2021 of the First Supplement to the Gibraltar Gazette No. 4881 of 27 July 2021, which
provides, inter alia, for the appropriation of further sums of money to the service of the year
ended 31 March 2017 in respect of Consolidated Fund Recurrent Expenditure; Consolidated
Fund Contributions towards the Social Assistance Fund and the Improvement and
Development Fund; Recurrent Expenditure of Public Undertakings; and Capital Expenditure
of Public Undertakings.

However, the Accountant General re-submitted to me the final set of accounts on 28
November 2023 after all adjustments and amendments to the public accounts of Gibraltar
had been carried out.

Statement of Assets and Liabilities

2.21

2.2.2

The Statement of Assets and Liabilities, prepared as part of the public accounts of Gibraltar,
does not reflect a large number of government assets, as the government accounting system
is principally maintained on a cash basis, except for interest earned on investments, as well
as investments, which are accounted for on an accrual 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.

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

Consolidated Fund

231

2.3.2

General - The Consolidated Fund consists of all revenues and other monies raised or
received for the purposes of the Government of Gibraltar, except revenues or other monies
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.

The Consolidated Fund Balance on 31 March 2017 stood at £119.72m, compared to
£84.68m on 31 March 2016, an original estimate of £93.69m and a forecast outturn of
£115.47m.
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233

2.3.4

2.3.5

Consolidated Fund - Revenue - Recurrent revenue during the financial year 2016-17 was
£655.72m, compared to an original estimate of £590.79m, a forecast outturn of £653.76m
and an increase of £74.18m (12.76%) compared to the previous year’s recurrent revenue
yield of £581.54m. The year-on-year rise was due to increases in receipts principally from
Company Tax £26.50m, Import Duties £14.61m, Stamp Duties £14.74m, Income Tax
£6.74m, Gibraltar Electricity Authority — Sale of Electricity to Consumers — Other Revenue
£3.35m, Group Practice Medical Scheme £2.17m, Court Fees £1.20m, Widows’ and
Orphans’ Pensions Scheme Contributions £0.90m, Recovery of Airport Fire and Rescue
Service Costs — MOD £0.84m, Airport Departure Tax £0.73m, General Rates and Salt Water
Charges £0.65m, Dividends from Government Shareholdings — AquaGib Ltd £0.60m,
Gambling Charges and Fees £0.41m, Fees and Concessions £0.35m, Land Registration
Fees £0.35m, Gibraltar Electricity Authority — Commercial Works £0.29m, Sale of Electricity
to Consumers: Billed Charges to Consumers £0.28m, Other Reimbursements £0.25m,
Airport Landing Fees £0.25m and Companies House Fees £0.22m. On the other hand, there
was a year-on-year decrease in Dividends from Government Shareholdings — Gibtelecom
Ltd £2.12m, House Rents £0.54m, GHA Services Provided to MOD £0.25m and Kings
Bastion Leisure Centre £0.21m.

The titles of the Receivers of Revenue and Controlling Officers referred to hereunder are as
specified in the Approved Government of Gibraltar Estimates of Revenue and Expenditure
2016-2017, notwithstanding that the titles might have changed at the time | requested an
explanation for a variance. However, if the responsibilities changed to a different Receiver of
Revenue or Controlling Officer at the time that | requested an explanation for a variance, |
have then made reference to the latter Receiver of Revenue or Controlling Officer.

| hereunder provide the explanations received from Receivers of Revenue for the major
variances between original estimates and actual revenue during the financial year 2016-17:

Head 1 — Income Taxes
Subhead 1 — Income Tax

Original Estimate - £150,000,000 Actual Revenue - £154,840,062

The Commissioner of Income Tax informed me that the primary contributors towards the
increase were:

e anincrease in the annual average earnings;

¢ continuous progress made by the Income Tax Office in the timely payment by employers
of current PAYE; and

e growth in the finance, gaming and construction sectors.

Head 1 — Income Taxes
Subhead 2 — Company Tax

Original Estimate - £105,000,000 Actual Revenue - £135,682,730

The Commissioner of Income Tax explained that the reason for the increase was attributable
to a growth in the collection of corporation tax from the gaming, insurance and finance
sectors.

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

Original Estimate - £150,000,000 Actual Revenue - £166,492,897

The Collector of Customs informed me that the budget for Import Duties is set by the Office
of the Financial Secretary. He further explained that the reason for the positive variance
between the estimated revenue and actual revenue collected was due to an increase in

4
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volume of imports of cigarettes, fuel oil, motor spirits and other dutiable items. Additionally,
there was a rise in the import duty collected as a result of a budget increase in the import
duty payable on water pipe tobacco from 12% ad valorem duty to £3 per kilo (representing a
three-fold increase in import duty on this commodity).

Head 2 — Duties, Taxes and Other Receipts
Subhead 4 — Stamp Duties

Original Estimate - £22,000,000 Actual Revenue - £19,650,640

The acting Accountant General informed me that the estimate for Stamp Duties is provided
by Land Property Services Limited based on the previous year’s collections, as it is difficult
to predict with accuracy the volume of real property transactions that will occur in the year.
The acting Accountant General added that the Treasury’s estimates submission was
increased by the Office of the Financial Secretary.

Head 3 — Gambling Charges, Fees and Lottery
Subhead 1 — Gambling Charges and Fees

Original Estimate - £14,000,000 Actual Revenue - £15,266,369

The Principal Secretary, Education, Justice and International Exchange of Information,
informed me that the Gambling Division’s revenue estimate for the financial year 2016-17
was based on the minimum amount of revenue expected to be received. The Principal
Secretary added that it is always difficult to calculate the exact revenue to be received from
their licensed gaming operators as they do not know for certain how they will perform, and
the operators do not provide forecast figures either. Nevertheless, the Principal Secretary
further explained that the main variance to the estimate resulted from the delay in the merger
of one gaming company with another and as a consequence the fees from the company were
omitted in the estimates calculation; additionally, one other gaming operator that was
licensed in March 2016 was also inadvertently omitted from the estimate.

Head 3 — Gambling Charges, Fees and Lottery
Subhead 4 — Government Lottery - Surplus

Original Estimate - £1,000 Actual Revenue - £591,861

The acting Accountant General explained that the £1k estimate was a token figure and that
due to the wide variations that can occur in annual surpluses this is not reflected in
Consolidated Fund Revenue until the surplus is established, and the transfer is effected at
the end of the financial year.

Head 4 — Rates and Rents
Subhead 1 — General Rates and Salt Water Charges

Original Estimate - £24,000,000 Actual Revenue - £24,576,489

The acting Accountant General explained that the estimates figure is normally provided by
Land Property Services Limited, who had informed her that the positive variance was
attributable to an increase in collections as a result of the arrears recovery efforts.

Head 4 — Rates and Rents
Subhead 2 — Ground and Sundry Rents

Original Estimate - £2,500,000 Actual Revenue - £3,240,916

The acting Accountant General informed me that the Ground and Sundry Rents revenue
estimate is also provided by Land Property Services Limited based on the level of rents billed

5
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in the previous financial year. The company explained that the increase in revenue was due
to an increase in rents throughout the year in addition to the increased arrears recovery
efforts.

Head 5 — Departmental Fees and Receipts
Subhead 8 — Fees and Concessions

Original Estimate - £2,100,000 Actual Revenue - £2,523,909

The Chief Secretary informed me that the positive variance of £423,909 was due to the
increased services announced for the summer season in 2016 which resulted in additional
weekly services by the flight operators. It should be noted that the Fees and Concessions
revenue subhead largely comprises income derived from ground handling fees in addition to
the non-aeronautical revenue stream resulting from concessionaires’ fees received from
retail and catering outlets at the Gibraltar International Airport.

Head 5 — Departmental Fees and Receipts
Subhead 11 — Group Practice Medical Scheme

Original Estimate - £52,000,000 Actual Revenue - £53,632,722

The acting Medical Director of the Gibraltar Health Authority informed me that the increase
of £1.63m in revenue was as a result of an increase in the Group Practice Medical Scheme
contributions collected in the financial year against the revenue estimate.

Head 5 — Departmental Fees and Receipts
Utilities — Gibraltar Electricity Authority
Subhead 19(c) — Sale of Electricity to Consumers: Other Revenue

Original Estimate - £Nil Actual Revenue - £3,347,503

The Finance and Administration Director explained, on behalf of the Chief Executive Officer
of the Gibraltar Electricity Authority, that the revenue amounting to £3.30m was in respect of
electricity units supplied to GMES Ltd, who in turn sold the electricity to the Ministry of
Defence. This came as a consequence of the shut-down of the ex-ISGS (Inter Services
Generating Services) Power Station.

Head 5 — Departmental Fees and Receipts
Utilities — Gibraltar Electricity Authority
Subhead 23 — Commercial Works

Original Estimate - £4,000,000 Actual Revenue - £2,896,878

The Finance and Administration Director also explained to me, on behalf of the Chief
Executive Officer of the Gibraltar Electricity Authority, that the unfavourable variance in
revenue of £1,103,122 was mainly attributable to the non-collection of outstanding revenue
from works brought forward from the previous financial year.

Head 5 — Departmental Fees and Receipts
Subhead — 50 House Rents

Original Estimate - £2,000,000 Actual Revenue - £2,417,231

The Principal Housing Officer informed me that the increase in House Rents revenue was as
a direct result of implementing the underlisted policies that, in conjunction with other
Government departments and agencies, form part of the arrears recovery strategy.
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¢ Withholding of zone parking permits to those owing House Rent arrears until these were
settled;

¢ Non-allocation of new boat marina berth to those with House Rent arrears until these
were settled;

¢ Non-allocation of shed/stores to those in arrears of House Rent until these were settled;

e Changes of Tenancies, e.g. changes to particulars, such as inclusions to households
not authorised unless House Rent arrears were settled;

e Non-approval of flat exchanges or upgrades of flat until House Rents arrears were
settled;

¢ On the authority of the Chief Secretary and Human Resources Manager, all civil servants
and public servants who had a Government tenancy were required to pay their House
Rents by way of payroll deduction;

e Encouraging the payment of House Rents by way of automated payment (such as
standing orders, online payment or deduction at source from former civil servants’
pensions) rather than physical payment at the Counter; and

o Staff from other Government departments were seconded to the Housing Department to
assist with the one-to-one interviews with tenants in arrears.

Head 5 — Departmental Fees and Receipts
Subhead 62 — Court Fees

Original Estimate - £250,000 Actual Revenue - £1,805,703

The Chief Executive, Gibraltar Courts Service informed me that the approved budget for the
year was an estimated forecast based on revenue collected solely on court fees for
applications received through the Court counters in the preceding financial years. This
forecast, she highlighted, can never be accurate as it is impossible to envisage the number
of court applications that will be received during the year. The Chief Executive added that
the approved estimate for the year did not include the amount of poundage that may be
collected from the sale of arrested ships as it is evidently not possible to foresee the number
of ships, if any, that may be arrested and sold by the Admiralty Marshal during the course of
the year. She reported that in the financial year 2016-17 the revenue collected in respect of
poundage arising from the sale of six vessels was £1,688,312, whilst the sum collected in
court fees was £117,391.

Head 5 — Departmental Fees and Receipts
Subhead 72 — Kings Bastion Leisure Centre

Original Estimate - £550,000 Actual Revenue - £Nil

The acting Senior Executive Officer, Culture and Heritage informed me that as from 1
January 2015 the running of the King’s Bastion Leisure Centre has been carried out by a
privately owned company. Under the terms of a service agreement between this private entity
and King’s Bastion Leisure Centre Company Limited, a wholly-owned government company,
the income collected from the leisure centre is credited to the government-owned company
and therefore no longer constitutes Government revenue. As a consequence, the revenue
estimate for the financial year 2016-17 should have been zero, nevertheless the department
erroneously submitted the same revenue bid as in previous years thus creating a negative
variance of £0.55m.

Head 5 — Departmental Fees and Receipts
Subhead 73(a) — Revenues Received: Mega Concert

Original Estimate - £1,000,000 Actual Revenue - £1,413,913
In his reply the acting Senior Executive Officer, Culture and Heritage informed me that the

department had underestimated their budget submission. However, he emphasised that the
exact amount of people that attend the festival is difficult to predict. The acting Senior

7
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2.3.6

2.3.7

2.3.8

2.3.9

Executive Officer also informed me that the department had sold more VIP and VVIP
Corporate Boxes than envisaged, thereby significantly increasing the revenue collected.
Additionally, the producers were able to obtain more sponsorship revenue than originally
estimated at the time of the budget submission.

Head 6 — Government Earnings
Other Fees and Receipts
Subhead 2 — Widows’ and Orphans’ Pension Scheme Contributions

Original Estimate - £1,000 Actual Revenue - £901,972

The Accountant General explained that the £1k estimate sum was a token figure given that
the collection of the Widows’ and Orphans’ Pension Scheme contributions was dependent
on when the Amendment to the Pensions (Widows and Orphans) Act was passed through
Parliament (the Bill had been tabled in Parliament in July 2015). This was done in August
2016 and the revenue reflects collections from August 2016 to March 2017.

Head 6 — Government Earnings
Other Fees and Receipts
Subhead 6 — Other Reimbursements

Original Estimate - £1,500,000 Actual Revenue - £3,365,517

The Accountant General informed me that the positive variance is attributable to the transfer
of employer pension contributions to Consolidated Fund Revenue as a result of members of
the teaching profession being given retrospective eligibility to retire under the Pensions Act.
The employer’s share of the pension contributions standing to their name in the relevant
contributory pension scheme(s) was returned to the employer, i.e. the Government of
Gibraltar.

Consolidated Fund — Expenditure - Recurrent expenditure for 2016-17 stood at £575.68m,
compared to an original estimate of £570.47m, a forecast outturn of £577.97m and an
increase of £36.79m (6.83%) compared against the previous year’s recurrent expenditure of
£538.89m.

Consolidated Fund — Expenditure — Consolidated Fund Contributions - There was a
contribution of £25.00m from the Consolidated Fund to the Improvement and Development
Fund in the year 2016-17 unlike the previous financial year where there was no contribution.
There was also a contribution of £25.00m to government-owned companies during the year
which was identical to the contribution made in the previous year, and which | comment in
paragraph 2.3.8 below. Furthermore, there was a transfer from Government Surplus to the
Social Assistance Fund of £20.00m which was the same as the previous year’s transfer.
There was no exceptional expenditure in the year 2016-17 unlike the previous year where
the sum of £0.02m was spent on costs relating to the Dr Giraldi Home Inquiry.

The information | requested from the Financial Secretary regarding the contribution of £25m
from the Consolidated Fund to government-owned companies in the financial year 2016-17,
together with his reply and a similar query made in relation to the contribution of £25m in the
subsequent financial year 2017-18 under Head 53 Subhead 1 Contribution to Government-
Owned Companies, is found in paragraph 2.8.6.

| draw attention hereunder to the reasons provided by Controlling Officers regarding the
major variances between the original estimates and the actual expenditure for the financial
year 2016-17, which in my opinion warrant an explanation:

Head 03 — Pensions
Subhead 1 — Pensions

Original Estimate - £33,000,000 Actual Expenditure - £34,364,821
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The acting Accountant General explained that pension payments are difficult to project with
accuracy, nevertheless, the Treasury estimate had been reduced from their submitted figure
of £34.40m.

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

Original Estimate - £1,000,000 Actual Expenditure - £526,286

The acting Accountant General informed me that it is similarly very difficult to provide an
accurate estimate of the gratuities that will be paid during the year and therefore a token sum
of £1m is reflected every year in the Estimates. In the financial year ended 31 March 2017
gratuity payments fell short of the token £1m by £0.47m.

Head 1 — Treasury
Subhead 2 — Other Charges — (3) Insurance Premiums and Claims

Original Estimate - £1,050,000 Actual Expenditure - £602,297

The acting Accountant General explained that the positive variance of £0.45m was as a result
of the budget sum including the cost of the Residential Property Protector premium which
was subsequently paid by Gibraltar Residential Properties Limited, on behalf of Gibraltar
Capital Assets Limited, this being the proper charge according to the acting Accountant
General.

Head 1 — Treasury
Subhead 2 — Other Charges — (6) Circulating and Commemorative Coinage Expenses: (a)
Circulating Coinage Expenses

Original Estimate - £365,000 Actual Expenditure - £61,145

The acting Accountant General informed me that the reason for expenditure falling short of
the estimate was primarily because no coinage orders were made due to the prolonged
negotiations of the circulating coinage contract. She explained that coinage requirements
throughout 2016-17 were met from existing stocks which were not replenished during the
year.

Head 2 — No.6 Convent Place
Subhead 2 — Other Charges — (17) Ex-Gratia Payments

Original Estimate - £50,000 Actual Expenditure - £790,546

The Chief Secretary informed me that the approved estimate of £50k was insufficient to meet
ex-gratia payments approved by the Chief Minister, which were not known at the time of the
estimates preparation.

Head 11 — Government Law Offices
Subhead 2 — Other Charges — (7) Legal Consultancy Services including Private Sector Fees
for Legal Advice

Original Estimate - £1,345,000 Actual Expenditure - £2,812,240

The Senior Executive Officer, Advisory and Parliamentary Counsel Offices informed me that
the budgetary bid of £1.35m for 2016-17 was made by the Chief Secretary, who had up till
then been the Controlling Officer for this subhead of expenditure. However, at the start of the
financial year 2016-17, the control of this vote of expenditure was transferred to the Senior
Executive Officer, Advisory and Parliamentary Counsel Offices. The latter explained that the
bid is calculated after writing to all government departments and aggregating their respective

9
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requests. The annual average expenditure in this subhead, which is approximately under
£3m, is also taken into account. Nevertheless, the bid presented at Estimates time is usually
reduced by the Office of the Financial Secretary. She further explained that she has to work
very closely with the Office of the Financial Secretary given that it is very difficult to manage
this budget as Government’s requirements in this area are largely demand-led.

Head 14 — Health
Subhead 2 — Other Charges — (1) Contributions from the Consolidated Fund to the Gibraltar
Health Authority: (a) Contribution from Revenues Received

Original Estimate - £56,431,000 Actual Expenditure - £58,248,598

The acting Accountant General explained that the Contribution from Revenues Received
made to the Gibraltar Health Authority reflected actual revenue collected under Consolidated
Fund Revenue Head 5 Subheads 11, 12, 13 and 14 which collectively showed the same
variance of £1.82m.

Head 14 — Health
Subhead 2 — Other Charges — (1) Contributions from the Consolidated Fund to the Gibraltar
Health Authority: (b) Additional Contribution

Original Estimate - £42,809,000 Actual Expenditure - £56,273,000

The acting Accountant General informed me, from information provided by the Senior
Executive Officer, Finance Department at the Gibraltar Health Authority (GHA), that the
estimate for the year is based on the GHA'’s Estimates submission. The budgetary overspend
of £13.46m was the result of increased expenditure relating to direct patient care, largely in
the areas of Sponsored Patients (£8.40m), Relief Cover (£3.85m) and Drugs (£1.44m).

Head 16 — Utilities
Subhead 2 — Other Charges - Electricity — (1) Contributions from the Consolidated Fund to
the Gibraltar Electricity Authority: (2) Contribution from Revenues Received

Original Estimate - £25,552,000 Actual Expenditure - £29,105,571

The Financial Secretary informed me that the excess variance of £3.55m arose from the
decision taken during the course of 2016-17 to properly reflect the cost of the electricity
consumed by the Ministry of Defence (MOD) as an income stream for the Gibraltar Electricity
Authority as opposed to the earlier practice of netting this revenue against expenditure. The
electricity produced by the Authority is supplied to the MOD through Gibraltar Mechanical
and Electrical Services Ltd (GMES), who in turn bills the MOD. The revenue derived is
therefore a reimbursement to the Authority of the amount received by

GMES from the MOD.

Head 16 — Utilities

Subhead 2 — Other Charges - Electricity — (1) Contributions from the Consolidated Fund to
the Gibraltar Electricity Authority: (b) Contribution from Revenues Received — Commercial
Works

Original Estimate - £4,000,000 Actual Expenditure - £2,896,878

The Financial Secretary explained that the savings of £1.10m was directly attributable to
lower than budgeted revenue, relating to Commercial Works under the Gibraltar Electricity
Authority, having been received in the financial year. The unexpected drop in this revenue
stream was as a result of two major projects, that had been scheduled for that year, not
materialising.

10
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Head 16 — Utilities
Subhead 2 — Other Charges - Electricity — (1) Contributions from the Consolidated Fund to
the Gibraltar Electricity Authority: (c) Additional Contribution

Original Estimate - £21,285,000 Actual Expenditure - £22,043,000

The Financial Secretary explained that the higher than budgeted contribution amounting to
£0.76m was as a direct result of an under-estimation of the expenditure chargeable to the
Gibraltar Electricity Authority’s ‘Purchase of Electricity: Additional Generating Capacity’
account.

Head 17 — Collection and Disposal of Refuse
Subhead 2 — Other Charges — (1) (a) (i) Wages

Original Estimate - £2,140,000 Actual Expenditure - £2,434,418

The Chief Executive (Environment) wrote to me on 30 May 2019, explaining that the excess
expenditure of £294,418 was as a consequence of having to provide cover for an employee
who was suspended in addition to another worker who was removed from duty. Moreover,
cardboard collection was an extra task that had to be carried out by two refuse collectors and
one driver. She added that both the human resources cover and the additional cardboard
collection duties had been unforeseen when the Estimates were prepared.

Head 18 — Gibraltar Health Authority — Elderly Residential Services Section
Subhead 2 — Other Charges — (1) Contributions from the Consolidated Fund to the Gibraltar
Health Authority — Elderly Residential Services Section: (b) Additional Contribution

Original Estimate - £16,493,000 Actual Expenditure - £16,140,000

The acting Accountant General informed me, after obtaining the necessary explanations from
the Finance Manager of the GHA Elderly Residential Services Section, that the positive
variance in the additional contribution made to the Elderly Residential Services Section of
the GHA was largely due to the Dementia Residential Facility not having opened during the
financial year 2016-17 even though £1.50m had been budgeted for this purpose. By contrast,
excess expenditure was incurred in the sum of £1.17m as a result of the opening of two floors
at the John Mackintosh Wing. The difference between the two lead to the £0.35m net saving
in expenditure.

Head 24 — Economic Development
Subhead 1 — Payroll — Economic Development: 1(a) Salaries

Original Estimate - £215,000 Actual Expenditure - £1,206,917

Head 24 — Economic Development
Subhead 1 — Payroll — Training: 1(f) Salaries

Original Estimate - £674,000 Actual Expenditure - £Nil

The Principal Secretary (Economic Development) explained that both variances are as a
result of the Government having decided to merge all the Salaries expenditure relating to the
different sections/units under Head 24, namely Subhead 1(1)(f) Training; Subhead 1(1)(k)
European Union Programmes Secretariat; and Subhead 1(1)(p) Invest Gibraltar Unit, into
Subhead 1(1)(a) Economic Development. This meant that the actual expenditure under Head
24; Subhead 1 Economic Development (1)(a) Salaries increased from £309,072 to
£1,206,917 whilst the other three ‘Salaries’ subheads were reduced to zero expenditure as
shown in Figure 1 hereunder:

11
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Figure 1
Expenditure Subhead From To
Head 24, Subhead 1 Economic Development (1)(a) Salaries £309,072 £1,206,917
Head 24, Subhead 1 Training (1)(f) Salaries £470,510 £0
Head 24, Subhead 1 EU Programmes Secretariat (1)(k) Salaries £208,723 £0
Head 24, Subhead 1 Invest Gibraltar Unit (1)(p) Salaries £218,612 £0
Totals £1,206,917 £1,206,917

Head 25 — Equality and Social Services
Subhead 2 — Other Charges — (5) Contributions from the Consolidated Fund to the Care
Agency (b) Additional Contribution

Original Estimate - £16,165,000 Actual Expenditure - £14,974,000

The Senior Executive Officer, Equality and Social Services informed me, from explanations
provided by the Finance Manager of the Care Agency, that the net under expenditure of
£1.19m was due to: a substantial number of vacancies in the Agency (£847k); savings on
overtime (£238k); the effect of the vacancies resulted in savings on employer’s pension
contributions (£32k); following an increase in foster care there were less children in full time
care (£63k); savings in domiciliary care (£269k); savings in day centre expenditure as a result
of budgeting to have the day centre service open for an additional day that did not materialise
in the financial year (£28k); and other sundry savings (£129K). Conversely, there was an
increase in the payment of allowances following the application of the Agenda for Change
Agreement (£41k); an underestimate in employer’s share of social insurance contributions
(£20k); an increase in relief cover expenditure due to the number of vacancies (£107k); the
cost of a service user who had to be relocated abroad that was unforeseen at Estimates time
(£116K); increase in cost of insurance premium (£14k); increase in IT support expenditure
(£20K); ex-gratia settlement (£25k); and other sundry items of additional expenditure (£62k).

Head 27 — Housing - Administration
Subhead 2 — Other Charges — (3) Contribution to Housing Works Agency

Original Estimate - £8,056,000 Actual Expenditure - £7,606,000

The Principal Housing Officer informed me that the under expenditure was primarily as a
consequence of budgeting for the vacant non-industrial posts which remained unfilled during
the year. This had an effect in the subheads of expenditure of Salaries; Bonus Payments;
and Employer's Social Insurance Contributions under the Housing Works Agency. The
Principal Housing Officer added that there was also a decrease in the Materials subhead of
expenditure as a result of the reduction in operatives; and in the Self Repair Scheme subhead
of expenditure as this is largely demand led and was not taken up by new tenants.

Head 30 — Social Security
Subhead 2 — Other Charges — (6) Payment to Social Assistance Fund — Import Duty

Original Estimate - £15,000,000 Actual Expenditure - £7,900,000

The Financial Secretary informed me that as reported in previous years, the level of
contribution made to the Social Assistance Fund out of this subhead of expenditure continues
to be determined by the actual level of expenditure incurred by the Fund in any given year
before the contribution to Gibraltar Community Care is effected. The Financial Secretary
explained that this accounting approach was adopted following Government’s policy decision
to exclusively fund the Social Assistance Fund’s contribution to Gibraltar Community Care
from the Government’s recurrent surplus. He added, that only in the unlikely event that the
Government surplus were to prove insufficient, would this subhead provide the element of
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funds required to allow the Social Assistance Fund to meet the contribution payment to
Gibraltar Community Care. The Financial Secretary said that it is for this reason that a
prudent approach is taken at Budget time to provide for these costs; however, by the time
the Estimates book is produced with the Forecast Outturn, the Government is in a position
to determine its surplus and decide how much should be shown as a contribution to Gibraltar
Community Care from that surplus — this then results in a saving from this subhead.

Head 32 — Education
Subhead 2 — Other Charges — (5) Scholarships (a) Mandatory

Original Estimate - £15,138,000 Actual Expenditure - £15,982,058

The Education Adviser, acting for the Director of Education, explained that the variance of
£844,058 was attributable to an acute increase in postgraduate studies as a result of a
Gibraltar Government policy to award these scholarships as a continuation of the
undergraduate degree.

Head 39 — Sport and Leisure
Subhead 2 — Other Charges — (1) Contributions from the Consolidated Fund to the Gibraltar
Sports and Leisure Authority (b) Additional Contribution

Original Estimate - £4,549,000 Actual Expenditure - £5,211,000

The Chief Executive Officer of the Gibraltar Sports and Leisure Authority informed me that
the excess expenditure of £662k was primarily due to: Water Expenditure (£210Kk) - increased
water costs due to ineffective swimming pool plant room in addition to a major fault with the
hockey pitch watering tank; Overtime (£108k) - increased overtime to ensure minimum
manning levels; Sports Grants (£118k) - increased costs due to participation in the Gotland
Island Games as well as the cost of 33 extra representatives of the organising committee
and partners for the Gibraltar 2019 Island Games; Temporary Assistance (£60k) - increase
in summer staff due to demands of the summer sports programme; Hosting of Special Sports
and Leisure Events (£51k) - added events during the year that were not included in the
original budget submission; and Revenue Received (£112k) - advertising scheme revenue
did not materialise as had been expected.

Head 40 — Culture and Heritage
Subhead 2 — Other Charges — (3) Cultural Expenses and Activities (c) Mega Concert

Original Estimate - £1,500,000 Actual Expenditure - £3,485,441

The acting Senior Executive Officer, Culture and Heritage explained that the negative
variance of £1,985,441 under the Mega Concert subhead of expenditure was as a result of
the Government taking the decision to enhance the Mega Concert after the Estimates bid
had been submitted. This was done by increasing the number of performers taking part in
the festival and also engaging superior, more expensive, acts than had originally been
planned.

Head 42 — Financial Services
Subhead 2 — Other Charges — (10) Subvention to the Financial Services Commission

Original Estimate - £515,000 Actual Expenditure - £1,515,000

The Principal Secretary, Education, Justice and International Exchange of Information,
explained that the Government agreed an increased subvention of £1.52m to the Financial
Services Commission, representing an increase of £1.00m from the approved budget for the
year, as a consequence of the Commission requiring increased funding during the year.

13
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Head 50 — Contribution to the Improvement and Development Fund
Subhead 1 — Contribution to the Improvement and Development Fund

Original Estimate - £7,500,000 Actual Expenditure - £25,000,000

The Financial Secretary informed me that even though the overall expenditure incurred under
the Improvement and Development Fund in the year 2016-17 was lower than budgeted,
because the level of capital revenue collected fell short of the sum expected to be received
that year, it required an increased contribution from the Consolidated Fund.

Consolidated Fund - Unauthorised Expenditure

241

All Consolidated Fund expenditure in the financial year 2016-17 was covered by
appropriation as required under Section 69 of the Constitution of Gibraltar.

Consolidated Fund - Unauthorised Use of Savings

2.51

There was no unauthorised use of expenditure savings in the financial year 2016-17.

2017-18

General

2.6.1

2.6.2

2.6.3

2.6.4

The Accountant General submitted to me on 12 April 2019 an advance draft of the public
accounts of Gibraltar for the financial year ended 31 March 2018, pending the publication of
the Supplementary Appropriation (2017/2018) Bill.

On 13 December 2018, the Minister responsible for Finance granted an extension for the
said public accounts to be submitted to me by the Accountant General, in accordance with
the provisions of Section 52 (1) of the Act, until such time as the Supplementary Appropriation
Bill was sanctioned by Parliament and the Appropriation Act was published in the Gazette.

Pursuant to Section 52 of the Act the Accountant General submitted to me on 28 July 2021
the public accounts of Gibraltar for the financial year ended 31 March 2018, subsequent to
the publication of the Supplementary Appropriation (2017/2018) Act 2021 in Legal Notice No.
15 of 2021 of the First Supplement to the Gibraltar Gazette No. 4881 of 27 July 2021, which
provides, inter alia, for the appropriation of further sums of money to the service of the year
ended 31 March 2018 in respect of Consolidated Fund Recurrent Expenditure; Consolidated
Fund Contributions towards the Social Assistance Fund and the Improvement and
Development Fund; Recurrent Expenditure of Public Undertakings; and, Capital Expenditure
of Public Undertakings.

However, the Accountant General re-submitted to me the final set of accounts on 28
November 2023 after all adjustments and amendments to the public accounts of Gibraltar
had been carried out.

Statement of Assets and Liabilities

271

2.7.2

The Statement of Assets and Liabilities, prepared as part of the public accounts of Gibraltar,
does not reflect a large number of government assets, as the government accounting system
is principally maintained on a cash basis, except for interest earned on investments, as well
as investments, which are accounted for on an accrual 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.

The Statement of Assets and Liabilities therefore represents mainly year-end cash assets
and liabilities. A note to this effect appears in the Notes to the Accounts in the Annual
Accounts.
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Consolidated Fund

2.8.1

2.8.2

2.8.3

The Consolidated Fund balance on 31 March 2018 stood at £119.44m, compared to
£119.72m on 31 March 2017, an original estimate of £128.77m and a forecast outturn of
£114.81m.

Consolidated Fund - Revenue - Recurrent revenue during the financial year 2017-18 was
£638.06m, compared to an original estimate of £614.92m, a forecast outturn of £635.85m
and a decrease of £17.66m (2.69%) compared to the previous year’s recurrent revenue yield
of £655.72m. The year-on-year fall in revenue was due to decreases in receipts principally
from Company Tax £24.78m, Stamp Duties £14.99m, Other Reimbursements £1.54m,
Gambling Charges and Fees £1.29m, Court Fees £0.85m, Gibraltar Electricity Authority —
Sale of Electricity to Consumers: Other Revenue £0.71m, Fees and Concessions £0.52m,
Widows’ and Orphans’ Pensions Scheme Contributions £0.40m, Public Health and
Environmental Fees £0.30m, Postal Services Receipts £0.29m, House Rents £0.29m,
Recovery of Airport Fire and Rescue Service Costs — MOD £0.25m, Land Registration Fees
£0.22m, Dividends from Government Shareholdings — AquaGib Ltd £0.20m and Ship
Registration Fees £0.19m. On the other hand, there was a year-on-year increase in Income
Tax £11.79m, Import Duties £9.47m, Group Practice Medical Scheme £2.33m, General
Rates and Salt Water Charges £2.10m, Tonnage Dues £1.17m, Gibraltar Electricity Authority
— Commercial Works £0.83m, Ground and Sundry Rents £0.40m, Tourist Sites Receipts
£0.37m, Fines and Forfeitures £0.29m, Berthing Charges £0.26m, Gibraltar Regulatory
Authority — Licences and Fees £0.23m and Town Planning and Building Control Fees
£0.22m.

| hereunder provide the explanations received from Receivers of Revenue for the major
variances between original estimates and actual revenue during the financial year 2017-18:

Head 1 — Income Taxes
Subhead 1 — Income Tax

Original Estimate - £155,000,000 Actual Revenue - £166,626,866

The Commissioner of Income Tax informed me that the prime reasons for the increase in
Income Tax revenue for the year were:
e an increase in the annual average earnings;

¢ continuous progress made by the Income Tax Office in the timely payment by employers
of current PAYE; and

¢ growth in the finance, gaming and construction sectors.

Head 1 — Income Taxes
Subhead 2 — Company Tax

Original Estimate - £120,000,000 Actual Revenue - £110,902,390

The Commissioner of Income Tax explained that the negative variance in the year of £9.10m
was attributable to a decrease in the collection of corporation tax from the gaming and
insurance sectors.

In his reply, the Commissioner of Income Tax emphasised that any apparent increase or
decrease in the level of declared profits by either companies or self-employed individuals are
by their very nature open to fluctuations given their sensitivity to prevailing external market
conditions and risks. For this reason, he added, such variances cannot form the basis for
any reliable forecast or estimate unless a detailed market trend analysis is undertaken by
reference to properly documented assumptions.
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Head 2 — Duties, Taxes and Other Receipts
Subhead 1 — Import Duties

Original Estimate - £160,000,000 Actual Revenue - £175,958,334

The Collector of Customs informed me that practically the same explanations he provided in
the previous financial year 2016-17 also applied to the year 2017-18 in that the budget for
Import Duties is set by the Office of the Financial Secretary and that the reason for the
positive variance between the estimated revenue and actual revenue collected was due to
an increase in volume of imports of cigarettes, fuel oil, motor spirits and other dutiable items.
Additionally, there was a rise in the import duty collected as a result of a further budget
increase in the import duty payable on water pipe tobacco from £3/kg to £15/kg (representing
a five-fold increase in import duty on this commodity) and automotive diesel by 3p/litre
(ordinary diesel) and 1p/litre (premium diesel) respectively.

Head 2 — Duties, Taxes and Other Receipts
Subhead 4 — Stamp Duties

Original Estimate - £8,000,000 Actual Revenue - £4,665,600

The acting Accountant General informed me that the revenue estimate for Stamp Duties is
provided by Land Property Services Limited based on the previous year’s collections, as it is
difficult to predict with any degree of accuracy the volume of transactions that will occur in
the year. The acting Accountant General added that, in the same way as in 2016-17, the
Treasury’s Stamp Duties estimates submission for 2017-18 was increased by the Office of
the Financial Secretary.

Head 3 — Gambling Charges, Fees and Lottery
Subhead 4 — Government Lottery - Surplus

Original Estimate - £1,000 Actual Revenue - £509,864

The acting Accountant General explained that the £1k estimate was a token figure and that
due to the wide variations that can occur in annual surpluses this is not reflected in
Consolidated Fund Revenue until the surplus is established, and the transfer is effected at
the end of the financial year.

Head 4 — Rates and Rents
Subhead 1 — General Rates and Salt Water Charges

Original Estimate - £26,000,000 Actual Revenue - £26,673,133

The acting Accountant General explained that the estimates figure is normally provided by
Land Property Services Limited, who had informed her that the variance was due to an
increase in collections as a result of intensive arrears recovery efforts.

Head 4 — Rates and Rents
Subhead 2 — Ground and Sundry Rents

Original Estimate - £3,000,000 Actual Revenue - £3,637,011

The acting Accountant General informed me that the Ground and Sundry Rents revenue
estimate is also provided by Land Property Services Limited based on the level of rents billed
in the previous financial year. The company explained that the increase in revenue was due
to rent increases during the year in addition to the increase in arrears recovery efforts.

Head 5 — Departmental Fees and Receipts
Subhead — 8 Fees and Concessions

Original Estimate - £2,500,000 Actual Revenue - £2,005,702
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In his reply, the Chief Secretary explained that the shortfall in revenue was as a result of
Monarch Airlines going into liquidation in October 2017 and thereafter ceasing to trade. The
immediate effect to Gibraltar International Airport was a 39% loss in traffic capacity and the
loss of several airline routes. The Chief Secretary added that even though both EasyJet and
British Airways responded slightly by laying some extra capacity in January 2018, the drop
in traffic had the effect of a direct loss of income across all of the revenue subheads relating
to Aviation (i.e. Airport Departure Tax, Fees and Concessions and Airport Landing Fees) and
this reflects the drop in Ground Handling Fees collected by the operator. The latter fees
largely comprising the revenue received under Fees and Concessions, in addition to the non-
aeronautical revenue stream resulting from concessionaires’ fees received from retail and
catering outlets at the Airport.

Head 5 — Departmental Fees and Receipts
Subhead — 19 Commercial Works

Original Estimate - £2,750,000 Actual Revenue - £3,725,277

The Finance and Administration Director explained, on behalf of the Chief Executive Officer
of the Gibraltar Electricity Authority, that the positive revenue variance of £0.98m was largely
attributable to a number of new commercial projects, totalling £2.12m, which were started
during the financial year 2017-18 but had not been budgeted for. This was in addition to the
revenue received from various projects amounting to £0.21m which was in excess of the
budgeted sum. The additional revenue was offset by three commercial projects totalling
£1.35m which, although budgeted for, did not start in the financial year.

Head 5 — Departmental Fees and Receipts
Subhead — 20 Tourist Sites Receipts

Original Estimate - £3,500,000 Actual Revenue - £4,058,418

In her letter to me, the Chief Executive (Environment) explained that in the preceding financial
year 2016-17, the Government prohibited foreign registered vehicles from entering the
Nature Reserve. At the beginning, this reflected in a substantial decrease in cash sales and
a slight increase in credit sales from tour operators. When compared together at estimates
time, this still gave rise to an overall net decrease in Tourist Sites revenue. As a
consequence, the department thought it would be prudent to apply a minimum expected
increase of 1.5% in the estimated revenue budget for the year 2017-18. It was later proved,
she said, that the revenue picked up considerably hence an increase in the total revenue
collected for the year. Figure 2 shows Tourist Sites Receipts collected during the last five
financial years.

Figure 2

Financial Year Tourist Sites

Receipts
2013-14 £3,196,131
2014-15 £3,404,904
2015-16 £3,794,129
2016-17 £3,691,199
2017-18 £4,058,418

Head 5 — Departmental Fees and Receipts
Subhead — 37 Contribution by European Social Fund

Original Estimate - £500,000 Actual Revenue - £NIl

The Director EU Programmes replied to me on behalf of the Principal Secretary (Economic
Development) explaining that during the financial year 2017-18 no claims were received from
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project sponsors, consequently no claims were made to the EU Commission and therefore
no revenue was collected.

Head 5 — Departmental Fees and Receipts
Subhead — 39 House Rents

Original Estimate - £2,500,000 Actual Revenue - £2,126,354

The Principal Housing Officer explained that the House Rents revenue budget was based on
the outturn figure of the previous financial year (2016-17) and on the arrears recovery
programme implemented that same year; and although recovery of arrears continued to flow
during 2017-18, the estimated revenue figure fell short of expectations. The Principal
Housing Officer further informed me that the Housing Department maintains its strategic
policies set for the recovery of rent arrears and continues to strive in the recovery of these.

Head 5 — Departmental Fees and Receipts
Subhead — 40 Group Practice Medical Scheme

Original Estimate - £52,000,000 Actual Revenue - £55,963,689

The acting Medical Director of the Gibraltar Health Authority explained that the increase of
£3.96m in revenue was as a result of an increase in the Group Practice Medical Scheme
contributions collected in the financial year against the revenue estimates.

Head 5 — Departmental Fees and Receipts
Subhead — 47 Fines and Forfeitures

Original Estimate - £800,000 Actual Revenue - £1,169,438

Head 5 — Departmental Fees and Receipts
Subhead — 48 Court Fees

Original Estimate - £400,000 Actual Revenue - £960,692

The Chief Executive, Gibraltar Courts Service informed me that the approved estimate in
respect of Fines and Forfeitures for the year 2017-18 was an estimated forecast based on
the revenue collected in the preceding financial years. However, she emphasised that this
forecast can never be accurate as it is impossible to envisage beforehand the number of
fines that will be issued/imposed by the Magistrates’ Court, the Supreme Court, the Royal
Gibraltar Police, HM Customs or Gibraltar Car Parks Limited and how many of these fines
will be paid. The Chief Executive provided the revenue breakdown shown in Figure 3.

Figure 3

Fines and Forfeitures Revenue collected during
the financial year 2017-18

Magistrates’ Court £389,095
Supreme Court £1,870
Royal Gibraltar Police £12,628
HM Customs £9,226
Gibraltar Car Parks Limited £756,619
Total £1,169,438

The Chief Executive, Gibraltar Courts Service explained in relation to the positive variance
of £560,692 in Court Fees that the approved budget for the year was an estimated forecast
based on revenue collected solely on court fees for applications received through the Court
counters in the preceding financial years. This forecast, she highlighted, can never be
accurate as it is impossible to envisage the number of court applications that will be received
during the year. The Chief Executive further explained that the estimate for the year did not
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include the amount of poundage that may be collected from the sale of arrested ships as it
is not possible to foresee the number of ships, if any, that may be arrested and sold by the
Admiralty Marshal during the financial year. She reported that in the financial year 2017-18
the revenue collected in respect of poundage arising from the sale of eight vessels was
£574,642, whilst the sum collected in court fees was £386,050.

Head 5 — Departmental Fees and Receipts
Subhead — 69(a) Revenues Received: Mega Concert

Original Estimate - £2,000,000 Actual Revenue - £1,302,837

The acting Senior Executive Officer, Culture and Heritage informed me that the new
producers were over optimistic in their projections over the revenue to be derived from the
Mega Concert. He added that this had been due to their lack of experience as it was their
first year; additionally, the producers had had the intention of negotiating big sponsorship
deals that never came to fruition.

Consolidated Fund — Expenditure - Recurrent expenditure for the financial year 2017-18
stood at £597.34m, compared to an original estimate of £596.61m, a forecast outturn of
£599.75m and an increase of £21.66m (3.76%) compared against the previous year’s
recurrent expenditure of £575.68m.

Consolidated Fund — Expenditure — Consolidated Fund Contributions - There was a
contribution of £26.00m from the Consolidated Fund to the Improvement and Development
Fund in the year 2017-18 compared to £25.00m in the previous financial year. Furthermore,
there was a contribution of £25.00m to government-owned companies during the year which
was the same as the contribution made in the previous year. There was also a transfer from
Government Surplus to the Social Assistance Fund of £15.00m compared to £20.00m in the
previous financial year 2016-17.

As previously reported in paragraph 2.3.8, in the financial year 2016-17 there was an
approved budgeted sum of £25.00m under Head 48, Subhead 1 Contribution to Government-
owned companies; the same approved budget sum as in the financial year 2017-18 under
Head 53, Subhead 1 Contribution to Government-owned companies. On 6 March 2020, |
wrote to the Financial Secretary, who not only is the officer responsible for the preparation
of the annual estimates of revenue and expenditure that are presented in Parliament, but is
also the Controlling Officer of this Head of Expenditure, requesting that he provides me with
information/documentation in support of the Approved Estimate sums of £25m in both
financial years 2016-17 and 2017-18. | further requested to know which Government-owned
companies ultimately benefited from these contributions and the type of expenditure they
ultimately contributed to fund within them. After numerous reminders, the Financial Secretary
replied on 13 November 2020 to this query and a number of other outstanding audit queries,
explaining that the delay in providing a response was due to his involvement with Brexit and
the Covid-19 pandemic which evidently were a priority. The Financial Secretary informed me:

“Over recent years, you have requested information in relation to Government-owned
companies. Your most recent request is in respect of the £25m contribution to
Government-owned companies for the financial years 2016-17 and 2017-18 which was
paid to Gibraltar Investment Holdings Limited. Your request goes further to ask which
Government companies ultimately benefited from these contributions and the type of
expenditure they ultimately contributed to fund within them. If you were to take up my offer
to meet, | would have gladly provided you with an informal explanation as to where and
how these funds have been expended and how the amounts are allocated. However, as
you confine your requests to formal requests for written information. | am obliged to
confine my reply to a formal statement that there is no legal basis that requires or
empowers me to share this information with you for audit purposes. In fact, each of the
Government-owned companies that is required to by law, is independently audited by a
professional accounting firm. | respectfully point out that your audit remit ends with these
Government-owned companies.”
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On 30 September 2022, | replied to the Financial Secretary, explaining that | had intended
to reply earlier but recognising the unprecedented demands that Brexit and the Covid-19
pandemic had placed on his time, | had refrained from adding further pressure on him. |
informed the Financial Secretary, just as | had previously told him on a number of occasions,
that | was happy to meet with him any time in order for him to provide me with information,
nevertheless, this did not detract him from submitting to me a full written response to any
matter that comes under his responsibility and which is subject to audit examination. Hence,
for the Financial Secretary to propose to meet with me to provide me with an ‘informal’ verbal
explanation on where and how the Consolidated Fund contributions to Government-owned
companies had been expended and how the amounts are allocated was completely
unacceptable to me. | reiterated to the Financial Secretary what | had told him previously,
and that is, that | require a detailed response to a written query. This, in my view, is the
appropriate way to operate as it avoids possible ambiguities and misinterpretations,
particularly if | needed to quote his response in my report to Parliament.

| further informed the Financial Secretary that his reply, as a formal statement, informing that
there is no legal basis that requires or empowers him to share this information with me for
audit purposes and that my audit remit ends with these Government-owned companies, was
with respect, totally incorrect and misguided. | told him that as he well knew, section 74(1) of
the Gibraltar Constitution prescribes that:

“The public accounts of Gibraltar and of all courts of law and all authorities and offices of
the Government shall be audited and reported on by the Principal Auditor and for that
purpose the Principal Auditor or any person authorised by him in that behalf shall have
access to all books, records, reports and other documents relating to those accounts. [my

emphasis underlined]'.

Also, section 57(b) of the Public Finance (Control and Audit) Act states that:

“57. In the performance of his functions under the Constitution and under this Act the
Principal Auditor shall have such other powers as are reasonably necessary in order to
satisfy himself whether or not—

(b) all moneys which have been appropriated and disbursed have been applied for the
purposes for which they were appropriated and the expenditure conforms with the

authority which governs it. [my emphasis underlined]'.

In addition, section 56(1)(b) of the Public Finance (Control and Audit) Act stipulates that:

“56. (1) In the performance of his functions under the Constitution and under this Act, the
Principal Auditor—

(b) may call upon any public officer for any explanations and information which he may

L

require in order to enable him to discharge his duties. [my emphasis underlined]'.

| told the Financial Secretary, if this were not enough, under Part IX of the Public Finance
(Control and Audit) Act, which deals with the examination and audit of accounts of corporate
and similar bodies, section 60(1) prescribes that:

“60. (1) This Part shall apply to every person or body—

(a) that is in receipt of a contribution from 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. [my
emphasis underlined].”

| further informed the Financial Secretary that the legal opinion | had from the Senior Advisory
Counsel from the Office of the Advisory Counsel in the Government Law Offices, in
connection with my request for information from a private company that receives a contract
fee to carry out a service for the Gibraltar Government, is that | am legally empowered to
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obtain this information in relation to corporate bodies that receive a contribution from public
monies.

| told the Financial Secretary that in my view, it was perfectly reasonable and legitimate for
me to request any information relating to public monies paid out from the Consolidated Fund
that Parliament had approved to be paid to Government-owned companies and which |
needed as part of the audit of the public accounts of Gibraltar. | told the Financial Secretary
that he should understand that £25m was a significant and material sum in the accounts of
each of the two financial years that | was auditing and as such it was important that | sought
information relating to this expenditure. To draw a parallel as an example, | told the Financial
Secretary, that | can, and do request information relating to the budget that Wildlife Gibraltar
Ltd or Women in Need, for instance, submit in support of the annual grant that Government
pays to these organisations, yet evidently | am not the auditor of these entities, but | am
indeed the auditor of the public accounts of Gibraltar.

| clarified to the Financial Secretary that | did not intend to carry out an audit and give an
opinion on the financial statements of the Government-owned companies, as my prime duty
under the Gibraltar Constitution is the audit of the public accounts of Gibraltar. |
nevertheless reiterated my belief that | may do so under the provisions of Part IX of the
Public Finance (Control and Audit) Act.

On 9 February 2023, | wrote to the new Financial Secretary informing him that | had issued
a response letter to his predecessor on 30 September 2022 on a number of issues that | had
previously raised with him and which he had replied to me earlier. | informed the Financial
Secretary that in my letter to his predecessor | had invited him to provide his further views
and comments which | had still not received. | enquired from the new Financial Secretary
that now that he was the Financial Secretary, | did not know if he shared his predecessor’s
views, or indeed whether his predecessor, if he was in the process of replying to my last
letter, had discussed the matters with him and consequently his reply, with his predecessor’s
views, would be the shared view of them both. | reminded the Financial Secretary that there
were a number of important matters raised in the correspondence, but one of particular
importance was that of the contribution from the Consolidated Fund to the Government-
owned companies, which | was not satisfied with the reply provided. In order to make myself
clear, | recapitulated the issue to the new Financial Secretary, namely that in accordance
with my statutory and constitutional role, | require to audit the public accounts of Gibraltar. |
told him that for this purpose, and among other things, | need to seek explanations and
evidence of what and where the expenditure is being spent on. In this respect, as part of the
Consolidated Fund expenditure there was a contribution of £25m made to Government-
owned companies both in the years 2016-17 and 2017-18 to which | required to know what
the £25m was budgeted to be spent on, and what the money was actually spent on. |
explained to the Financial Secretary that what | required to learn, in other words, was which
Government-owned companies received the contributions from the Consolidated Fund, and
the type of expenditure they ultimately contributed to fund within them. | told the Financial
Secretary that evidently, aside from the written explanations provided, | would require
evidence to support his explanations.

The Financial Secretary replied to me on 3 March 2023, informing me that he had only had
the opportunity to briefly discuss my letter with his predecessor but he was looking to
undertake a full review of the correspondence and discuss this further with his predecessor
and be in a position to reply to the various points once the budget process was completed
and the Estimates book was ready. Nevertheless, the Financial Secretary provided the
following information in relation to the £25m contribution from the Consolidated Fund to
Government-owned companies for both 2016-2017 and 2017-2018:

o “£25m was the amount budgeted for both financial years by the Government to be paid
to Gibraltar Investment (Holdings) Limited (“GIH”);
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e The company which received the contributions from the Consolidated Fund for 2016-17
and 2017-18 was GIH. No other company received a contribution from the Consolidated
Fund. GIH received the full £25m for both financial years from the Government so there
is no variance between the budgeted figure and the actual [sums] expended;

o Subsequently, GIH apportioned this contribution to various companies. The following is
a breakdown by financial years of how GIH largely apportioned the contribution received
from the Government in the two financial years:

Contributions provided by GIH to Subsidiary Public
Companies for the Financial Year 2016-17

Gibraltar Air Terminal Ltd £13,664,020
Gibraltar Bus Company Ltd £4,670,089
Gibraltar Car Parks Ltd £4,616,938
Kings Bastion Leisure Centre Company Ltd £1,812,005
Gibraltar Freeview Ltd £229,035
Total £24,992,087

Contributions provided by GIH to Subsidiary Public
Companies for the Financial Year 2017-18

Gibraltar Air Terminal Ltd £13,569,127
Gibraltar Car Parks Ltd £4,706,126
Gibraltar Bus Company Ltd £4,436,661
Kings Bastion Leisure Centre Company Ltd £1,874,226
Gibraltar Freeview Ltd £124,488
Total £24,710,628

The Financial Secretary reiterated, as had similarly been highlighted by his predecessor on
a number of occasions, that he was also happy to sit and discuss with me the process of the
contribution to the Government-owned companies, or any other matter further should | wish
to do so.

On 6 March 2023, | replied to the Financial Secretary, thanking him for providing me with a
schedule of the GIH’s apportionment to its related companies of its £25m contribution from
the Consolidated Fund in the financial years 2016-17 and 2017-18. Nevertheless, | reminded
the Financial Secretary that | had also requested to learn, (i) what did the subsidiary
companies require the apportioned funding for (i.e. what the funding was actually spent on);
and (ii) the evidence to support this.

The Financial Secretary replied to me on 30 March 2023, saying that his view in relation to
these specific requests is that he did not have the legal authority to provide such detail for
the purposes of an audit by my office. This view was based on the understanding that the
term ‘public money’ ends the moment the monies are received by GIH. He added that GIH
has separate and distinct legal personality to the companies to which it distributes the ‘public
money’ that it received from the Consolidated Fund. At this point what GIH does with the
contribution or any other income for that matter is a matter for this company and does not fall
within the remit of the Public Finance (Control and Audit) Act.

The Financial Secretary said that given that he and | had a clear difference in what | believe
| am empowered to receive and what he believes he is empowered to provide to me for the
purposes of an audit by my office, he said he would appreciate if | could share the legal
opinion | had obtained. He added that sharing this would allow him to see my interpretation
of the relevant provisions of the Public Finance (Control and Audit) Act and give him the
comfort that he would be able to share the information requested for the purposes of an audit
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by my office. The Financial Secretary again reiterated that he was again happy to meet and
explain the contribution apportionment in person, on an informal basis, for my own peace of
mind. He was confident that by doing so he could allay any practical concerns that | might
have.

On 18 December 2023, | wrote to the Financial Secretary telling him that | truly could not
understand how he, and previously his predecessor, could say that he does not have the
legal authority to provide such detail for the purposes of an audit by my office. | said that
previously | had informed his predecessor and | was now informing him that, with respect,
his view was incorrect and misguided, as both the Gibraltar Constitution and the Public
Finance (Control and Audit) Act give me the necessary powers to request the information |
require for the purpose of my audit of the public accounts of Gibraltar.

| again highlighted to the Financial Secretary the constitutional and statutory provisions (as
specified in paragraphs 2.8.8 and 2.8.9) that in my view empowered me to obtain the
information requested from him. | further summarised the position as follows:

e Given that the £25m contribution that was appropriated by Parliament to be paid to the
Government-owned companies in the financial years 2016-7 and 2017-18, is
Consolidated Fund expenditure, i.e. public monies, which is part of the public accounts
of Gibraltar, and | am responsible to audit this under the Gibraltar Constitution; and

e These contributions of £25m, constituting public monies, have been paid to one parent
Government-owned company, namely GIH, who has apportioned these public monies
to subsidiary public companies. | acknowledged that the Financial Secretary had
provided me with a breakdown of the £25m contribution in both years, apportioned by
GIH to its subsidiary companies. However, | still required to know for what purpose the
subsidiary companies required the public funding (i.e. what was the funding actually
spent on, and the necessary evidence in support of this).

| reiterated to the Financial Secretary, that he could not deny that | have a constitutional and
statutory right, as the external auditor to the Government of Gibraltar, and in auditing the
public accounts of Gibraltar, to satisfy myself whether or not, all monies which have been
appropriated and disbursed have been applied for the purposes for which they were
appropriated and the expenditure conforms with the authority which governs it (Section 74(1)
of the Gibraltar Constitution and section 57(b) of the Public Finance (Control and Audit) Act
refers).

As the Financial Secretary had requested me to provide him with the legal opinion | had, that
| believed allowed me to request the information | was seeking from him, | told him that the
legal opinion | had was from the Senior Advisory Counsel from the Government Law Offices.
On 31 May 2018, | wrote to the Senior Advisory Counsel in connection with my request for
information from a private company, namely Land Property Services Limited (“LPS”), that
receives a contract fee to carry out a service for the Government of Gibraltar. | informed the
Senior Advisory Counsel that | was legally empowered to inspect, examine or obtain
information held by LPS which relates to the services undertaken by the company in respect
of which the company receives a contribution from the Government of Gibraltar and which |
considered necessary for the performance of my audit. The Senior Advisory Counsel agreed
with my views in as much as drafting the letter for me to send to LPS, on the basis of the
views | had presented to him, in order to be able to obtain information from LPS. | also
provided the Financial Secretary with the email dated 20 July 2018, where | confirmed to the
Senior Advisory Counsel that following the letter | had submitted to the Managing Director of
LPS, the company had acceded to provide me with the information | requested for my audit.

| further told the Financial Secretary that his continued offers, similar to his predecessor’s, to
meet with me and explain the £25m contribution apportionment for both financial years on
an informal basis, was not acceptable, | had said this many times. | emphasised that as part
of my audit function | do not obtain and receive information, relating to the audits | carry out,

23



PART 2 - ANNUAL ACCOUNTS STATEMENTS

2.8.23

2.8.24

2.8.25

2.8.26

on an informal basis, this is not an adequate and satisfactory method of working given that
in audit work, an auditor needs formal written communication and evidence to corroborate
the explanations obtained during an audit.

The Financial Secretary replied on 20 December 2023, informing me that the Government
had no issue in sharing the management accounts of these companies, or alternatively
confidentially disclosing the statements used by Treasury to prepare the figures that equate
to the contributions paid by GIH to its subsidiaries. The Financial Secretary said he was
hopeful that this disclosure would satisfy my requirement to confirm that the monies
appropriated and disbursed from the Consolidated Fund had been applied for the purposes
for which they were appropriated.

The Financial Secretary further explained, as previously highlighted in his communication to
me on 3 March 2023 (see paragraph 2.8.14), that both in the financial years 2016-17 and
2017-18 the £25m contribution to Government-owned companies has been paid in full to
GIH. Subsequently, these funds have been apportioned by GIH to its subsidiary companies
to meet the net recurrent expenditure of these companies. Expenditure of the subsidiaries
includes items that would form part of any limited company’s normal course of business,
such as: payroll costs; and related operating costs, such as: repairs and maintenance, rent
and rates, electricity and water, accounting and legal fees, cost of security services,
insurance, service charges, etc.

The Financial Secretary stressed that it was extremely important to highlight that for each of
the financial years 2016-17 and 2017-18 over £24.5m of the contribution provided each year
by GIH was paid to subsidiary public companies that provide a public service to Gibraltar,
these include the Gibraltar Bus Company Ltd, Gibraltar Air Terminal Ltd, Gibraltar Car Parks
Ltd and the Kings Bastion Leisure Centre Company Ltd.

| draw attention hereunder to the reasons provided by Controlling Officers regarding the
major variances between the original estimates and the actual expenditure for the financial
year 2017-18, which in my opinion warrant an explanation:

Head 03 — Pensions
Subhead 1 — Pensions

Original Estimate - £36,500,000 Actual Expenditure - £36,958,930

The acting Accountant General explained that pension payments are difficult to project with
accuracy, nonetheless, the Treasury estimate had been reduced from their submitted figure
of £37.00m.

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

Original Estimate - £1,000,000 Actual Expenditure - £1,498,906

The acting Accountant General informed me that it was similarly very difficult to provide an
accurate estimate of the gratuities that will be paid during the year and therefore a token sum
of £1m is reflected every year in the Estimates. In the financial year ended 31 March 2018
gratuity payments exceeded the token £1m by £0.50m.

Head 07 — Revenue Repayments
Subhead 1 — Repayment of Revenue

Original Estimate - £10,000,000 Actual Expenditure - £15,483,241
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In her reply to me, the acting Accountant General explained that expenditure had exceeded
the budget sum due to the release of tax assessments covering the tax years 2011-12 and
2012-13.

Head 1 — Treasury
Subhead 2 — Other Charges — (6) Circulating and Commemorative Coinage Expenses: (a)
Circulating Coinage Expenses

Original Estimate - £636,000 Actual Expenditure - £132,349

The acting Accountant General informed me that various factors contributed to the reduced
expenditure in Circulating Coinage Expenses during the financial year 2017-18. These were:
The contract for circulating coinage was finalised in mid-May 2018 and because the
production of coins can take months and payment is effected on delivery, many coin orders
made during the year 2017-18 were inevitably paid during the following year 2018-19; this
accounted for £90k. Additionally, the budget sum made provision for the production of the
new 12-sided £1 coins, at an estimated cost of £420k, which did not materialise. The
aforementioned two points obviously had an impact on the miscellaneous expenses estimate
in relation to transportation and delivery costs, which also accounts for the overall saving in
expenditure.

Head 2 — No.6 Convent Place
Subhead 2 — Other Charges — (6) Government Communication, Information and Lobbying

Original Estimate - £915,000 Actual Expenditure - £1,677,594

The Chief Secretary informed me that the reason for the negative variance of £0.76m was
due to newly contracted services and ad-hoc payments during the year which were unknown
at the time of the estimates preparation.

Head 2 — No.6 Convent Place
Subhead 2 — Other Charges — (8) Grants: (b) Other Grants and Donations

Original Estimate - £575,000 Actual Expenditure - £1,063,930

The Chief Secretary explained that the excess expenditure of £0.49m over the approved
budget for the year was as a result of a number of one-off grants authorised by the Chief
Minister which had not been budgeted for at the time that the annual estimates were
prepared.

Head 8 — Government Law Offices
Subhead 2 — Other Charges — (7) Consultancy Services including Private Sector Fees for

Legal Advice
Original Estimate - £1,500,000 Actual Expenditure - £2,667,233

The Senior Executive Officer, Advisory and Parliamentary Counsel Offices informed me that
she had presented a budgetary bid of £2,935,000 to the Office of the Financial Secretary,
however, the estimate had subsequently been reduced to £1,500,000.

Head 13 — Utilities

Subhead 2 — Other Charges - Electricity — (1) Contributions from the Consolidated Fund to
the Gibraltar Electricity Authority: (b) Contribution from Revenues Received — Commercial
Works

Original Estimate - £2,750,000 Actual Expenditure - £3,725,277

The Financial Secretary explained that the £0.98m excess in contribution was as a direct
result of a higher than anticipated level of Commercial Works revenue received by the
Gibraltar Electricity Authority during the year. The Financial Secretary added that this
increase in revenue was as a result of the collection of prior year arrears and a number of
project variations.
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Head 14 — Collection and Disposal of Refuse
Subhead 2 — Other Charges — (1) Refuse Services: (a) Collection Services provided by
Gibraltar Industrial Cleaners Ltd (i) Wages

Original Estimate - £2,307,000 Actual Expenditure - £1,830,562

Subhead 2 — Other Charges — (1) Refuse Services: (a) Collection Services provided by
Gibraltar Industrial Cleaners Ltd (ii) Overtime

Original Estimate - £120,000 Actual Expenditure - £717,747

The Chief Executive (Environment) informed that the saving of £0.48m under Gibraltar
Industrial Cleaners Ltd - Wages was due to an adjustment, effected in March 2018, to correct
a historical accounting error whereby overtime payments were being charged to Wages
instead of rightfully being allocated to Gibraltar Industrial Cleaners Ltd - Overtime. The Chief
Executive explained that the effect of this adjustment, in addition to extra overtime incurred
to cover for additional refuse collections in respect of different events, produced an
overspend of £0.60m under Gibraltar Industrial Cleaners Ltd — Overtime.

Head 14 — Collection and Disposal of Refuse
Subhead 2 — Other Charges — (1) Refuse Services: (b) Refuse Disposal: Contracted
Services: (ii) Disposal of Other Items

Original Estimate - £1,820,000 Actual Expenditure - £1,374,376

Regarding the underspend of £0.45m under refuse disposal of other items, the Chief
Executive (Environment) explained that this saving had arisen as a result of the difficulty in
disposing of tyres in the neighbouring country; in addition to budgeting for an increase in the
rate of disposal of bulky household items that had not materialised.

Head 16 — Education
Subhead 1 — Payroll — (1) Personal Emoluments (a) Salaries

Original Estimate - £21,354,000 Actual Expenditure - £20,845,933

The Education Adviser, acting for the Director of Education, explained that the savings on
Salaries of £508,067 was due to officers taking sabbaticals after having taken their maternity
leave. She added that at Estimates time, any known unpaid maternity leave that has been
requested is deducted from the department’s salary budget. However, she said that it is
impossible to foresee two calendar years in advance, the number of officers that will request
further unpaid leave.

Head 16 — Education
Subhead 2 — Other Charges — (5) Scholarships (a) Mandatory

Original Estimate - £15,566,000 Actual Expenditure - £16,686,851

With regard to the over-expenditure in the Scholarships subhead, the Education Adviser,
acting for the Director of Education, informed me that the variance of £1,120,851 was largely
due to the difficulty in projecting an accurate budget for pre and post standard three-year
degree courses. She explained that there had been a significant increase/trend in the number
of foundation courses being offered as the starter year rather than the customary ‘year one’
of the degree which is resulting in the degree duration running for four years. Like in the
previous financial year, the demand for postgraduate degrees such as Masters, PHDs, law
related and PGCEs continued to increase. The Education Adviser also drew attention to the
fact that the Estimates are prepared almost one year in advance of the next academic year,
when A-level examinations for new students, attainment of grades and university offers have
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still not taken place and completion of year results for existing students is still unknown, so
the Estimates can only be based on the number of UCAS applications projected by the
schools together with the information held on the ongoing student database. She added that
the ‘unknown element’ is further compounded by the opportunity awarded by the department
for students to take a two-year gap before embarking on a degree or a postgraduate
continuation. The Education Adviser concluded by saying that the unknown element in
relation to the duration of the degree, gap years and probability of continuation had made the
preparation of accurate estimates for ongoing and new costs relating to mandatory
scholarships extremely challenging.

Head 24 — Economic Development
Subhead 2 — Other Charges — (3) Gibraltar Development Corporation (a) Contribution from
Revenues Received

Original Estimate - £852,000 Actual Expenditure - £271,082

The Principal Secretary (Economic Development) explained that the budgeted expenditure
of £852k was made up of £500k in respect of expected revenue from a contribution by the
European Social Fund; and £352k in respect of a contribution by Government-owned
companies in respect of staff services. The reason for the under-expenditure of £581k was
primarily due, as explained under the revenue variance relating to Revenue Head 5 —
Departmental Fees and Receipts, Subhead 37 — Contribution by European Social Fund on
page 17, to the fact that even though £500k had been budgeted to be collected from the
European Social Fund, no claims for reimbursements were received from project sponsors,
which resulted in no claims made to the EU Commission, and as a consequence no revenue
was collected. This in turn resulted in a zero contribution to the Gibraltar Development
Corporation, from revenues received from the European Social Fund. To a lesser extent, the
under-expenditure was also as a consequence of an erroneous budget sum submitted due
to a high turnover of staff at the time of the Estimates submission, which, the Principal
Secretary explained, although this expenditure is allocated under his Head of Estimates, it
encompasses the revenue received from government-owned companies in respect of staff
services of which the Economic Development Department has no responsibility or access to;
this being the case, the budgeted figure is usually adjusted by the Financial Secretary.

Head 24 — Economic Development
Subhead 2 — Other Charges — (3) Gibraltar Development Corporation (b) Additional
Contribution

Original Estimate - £12,572,000 Actual Expenditure - £12,205,000

The Principal Secretary (Economic Development) informed me that the annual estimate is in
fact a ‘balancing figure’ which is adjusted by the Financial Secretary once all departments
have submitted their estimates.

Head 25 — Housing - Administration
Subhead 2 — Other Charges — (3) Contribution to Housing Works Agency

Original Estimate - £7,693,000 Actual Expenditure - £8,249,000

The Principal Housing Officer informed me that the variance was due to the commencement
of maintenance and caretaker commitments/costs at Seamaster Lodge and Charles Bruzon
House. These costs were not budgeted for at the time that the financial bids were prepared.

Head 27 — Health
Subhead 2 — Other Charges — (1) Contributions from the Consolidated Fund to the Gibraltar
Health Authority: (a) Contribution from Revenues Received

Original Estimate - £56,660,000 Actual Expenditure - £60,568,685
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The acting Accountant General explained that the Contribution from Revenues Received
made to the Gibraltar Health Authority reflected actual revenue collected under Consolidated
Fund Revenue Head 5, Subheads 40, 41, 42 and 43 which collectively showed the same
variance of £3.91m.

Head 27 — Health
Subhead 2 — Other Charges — (1) Contributions from the Consolidated Fund to the Gibraltar
Health Authority: (b) Additional Contribution

Original Estimate - £49,948,000 Actual Expenditure - £55,757,000

The acting Accountant General informed me, from the explanations provided by the acting
Senior Executive Officer, Finance Department at the Gibraltar Health Authority (GHA), that
the estimate for the year was based on the GHA’s Estimates submission. The GHA
expenditure exceeded the approved estimate for the year and the overspend was met from
the additional contribution made from the Consolidated Fund. The budgetary overspend of
£5.81m was the result of increased expenditure relating to direct patient care, largely in the
areas of Drugs and Pharmaceuticals (£4.04m) and Medical and Surgical Appliances
(£1.48m).

Head 28 — Gibraltar Health Authority — Elderly Residential Services Section
Subhead 2 — Other Charges — (1) Contributions from the Consolidated Fund to the Gibraltar
Health Authority — Elderly Residential Services Section: (b) Additional Contribution

Original Estimate - £19,787,000 Actual Expenditure - £19,086,000

The acting Accountant General informed me, after obtaining the information from the Finance
Manager of the GHA Elderly Residential Services Section (GHA-ERS), that the estimate for
the year was based on the GHA-ERS’ Estimates submission. The GHA-ERS’ expenditure
fell short of the approved estimate primarily due to a high number of unfilled vacancies (32
vacant posts) in the Establishment of the GHA-ERS.

Head 29 — Care Agency
Subhead 2 — Other Charges — (1) Contributions from the Consolidated Fund to the Care
Agency: (b) Additional Contribution

Original Estimate - £16,443,000 Actual Expenditure - £15,595,000

The acting Accountant General explained to me, after seeking the necessary information
from the Finance Manager of the Care Agency, that the estimate for the year was based on
the Care Agency’s Estimates submission. The Care Agency’s expenditure fell short of the
approved estimate largely as a result of the high number of unfilled vacancies (22 vacant
posts) in the Establishment of the organisation.

Head 37 — Port
Subhead 2 — Other Charges — (1) Contribution from the Consolidated Fund to the Gibraltar
Port Authority (a) Contribution from Revenues Received

Original Estimate - £4,506,000 Actual Expenditure - £5,649,000

Head 37 — Port
Subhead 2 — Other Charges — (1) Contribution from the Consolidated Fund to the Gibraltar
Port Authority (b) Additional Contribution

Original Estimate - £1,463,000 Actual Expenditure - £Nil

The Principal Secretary, Education, Justice and International Exchange of Information,
explained that the aggregate spent between the two expenditure subheads of £5.65m
reflected a total positive variance of £0.32m against the aggregate budget of £5.97m.
According to the Principal Secretary, the savings stemmed from having budgeted for the
move of three premises when in fact one of the moves, i.e. that of the Gibraltar Port Authority
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from the North Mole offices to the new premises at Windmill Hill was delayed and not finalised
until the subsequent financial year 2018-2019. The Principal Secretary added that a number
of unfilled vacant posts due to retirements, which had been temporarily filled by officers on
substitution, had also contributed to the overall savings in expenditure.

Head 39 — Social Security
Subhead 2 — Other Charges — (6) Payment to Social Assistance Fund — Import Duty

Original Estimate - £15,200,000 Actual Expenditure - £7,900,000

In his reply, the Financial Secretary informed me that the level of funding was determined by
the actual expenditure incurred by the Social Assistance Fund as at the end of the financial
year. The saving of £7.30m was due to the contribution of £15m to Gibraltar Community Care
which was funded exclusively by way of a transfer from the Government’s surplus via Head
54 as per the extant policy detailed in the Financial Secretary’s response to the similar
query for the same subhead in the previous year, see page 30 of this report.

Head 42 — Culture
Subhead 2 — Other Charges — (3) Cultural Expenses and Activities: (b) Mega Concert

Original Estimate - £2,500,000 Actual Expenditure - £4,401,187

The acting Senior Executive Officer, Culture and Heritage explained that the excess
expenditure amounting to £1,901,187 under the Mega Concert subhead of expenditure was
as a result of:

o the fees paid to an events agency and a media and entertainment company that had not
been envisaged,;

e the cost of contracting a top artist after the line-up to the show had been closed, in
addition to the artist’s performance expenses;

e the expenses incurred contracting artists for the following year's Mega Concert (2018
Festival) having to be paid in advance from the 2017 festival budget;

¢ higher security company fees as a result of an increase in the security threat level in
Gibraltar;

e maintenance fees relating to the turf protection;

¢ settlement of outstanding invoices from the 2015 and 2016 Music Festivals;
¢ additional food supplies for the VIP area;

¢ additional emergency exit costs;

e expansion of VIP and VVIP area costs; and

¢ the added costs incurred in building a larger raised platform for persons with disabilities
in addition to more accessible toilets being installed.

Head 45 — Sport and Leisure
Subhead 2 — Other Charges — (1) Contributions from the Consolidated Fund to the Gibraltar
Sports and Leisure Authority (b) Additional Contribution

Original Estimate - £5,267,000 Actual Expenditure - £5,825,000

In his reply, the Chief Executive Officer of the Gibraltar Sports and Leisure Authority (GSLA)
informed me that the excess expenditure of £558k was primarily due to:

o Water Expenditure (£252k) - increased costs arising from a water leak in the 25m
swimming pool which required emptying the pool entirely on several occasions to
conduct repairs, in addition to an increased number of faecal incidents at the smaller
accessible pool that requires a large turnover of water mass;
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e Swimming Pool Expenses (£109K) - increased chemical consumption costs over an
extended period as a consequence of the aforementioned incidents;

e Pension Contributions (£52k) - increased contributions from staff (and by default
employer’s contributions) represented unexpected expenditure;

o Temporary Assistance (£50k) - increase in summer staff due to demands of the summer
sports programme, in addition to increased lifeguard cover following a review of the
swimming pool manning levels;

e Playground Expenses (£42k) - increased security costs as a result of the addition of

more playing areas to the GSLA’s remit in addition to the cost of works at Chilton Court
Playground; and

e Gibraltar Island Games 2019 (£40k) - token budget provision of £1k was made in
anticipation of the initial grant to be made to the Island Games project.

Head 54 — Transfer from Government Surplus
Subhead 1 — Payment to Social Assistance Fund — Import Duty — Transfer from Government

Surplus

Original Estimate - £1,000 Actual Expenditure - £15,000,000

The Financial Secretary informed me that, as previously explained in replies to similar
queries regarding the variances under this Head of Expenditure, since it is not possible to
quantify with accuracy a year-end surplus at the start of any financial year, a token provision
of £1k was again included in the Estimates for the year. The Financial Secretary added that
the £15m expenditure under this subhead provided the necessary funding to the Social
Assistance Fund to allow for the contribution to be made to Gibraltar Community Care for the
year 2017-18.

Head 55 — Contribution to the Improvement and Development Fund
Subhead 1 — Contribution to the Improvement and Development Fund

Original Estimate - £5,000,000 Actual Expenditure - £26,000,000

In his reply, the Financial Secretary informed me that the budgetary allocation that appears
in the Estimates book for this subhead is the projected budgetary variance between the
estimated Improvement and Development Fund (I&DF) expenditure and I&DF revenue (pre-
Consolidated Fund contribution) for the year. The Financial Secretary added that in effect
this is the 'top-up’ required by the I&DF to allow it to remain with a year-end positive balance.
The Financial Secretary further explained that what they estimate will be the levels of
expenditure and revenue at the time of preparing the Government's Estimates can vary
considerably given the nature of the I&DF. Sometimes capital revenue is not achieved
because of policy changes during the year resulting in property(ies) not being sold as was
the case in the financial year 2017-18. Although the overall I&DF expenditure incurred in the
year was lower than budgeted, the level of capital revenue collected under I&DF Head 102
Sale of Government Property and Other Premia fell short of the amount that had been
expected for the year, thus requiring an increased contribution from the Consolidated Fund.

Consolidated Fund - Unauthorised Expenditure

2.9.1 All Consolidated Fund expenditure in the financial year 2017-18 was covered by
appropriation as required under Section 69 of the Constitution of Gibraltar.

Consolidated Fund - Unauthorised Use of Savings
2.10.1 There was no unauthorised use of expenditure savings in the financial year 2017-18.
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2016-17

Improvement and Development Fund

2111

2.11.2

2113

2114

General - The Improvement and Development Fund (I&DF) consists of contributions
appropriated from the Consolidated Fund, in addition to monies derived from the sale of
Government properties and other premia, as well as grants received for the purpose of
meeting expenditure relating to capital projects, development works and the provision and
acquisition of capital assets.

The balance in the I&DF on 31 March 2017 stood at £7.90m, compared to an original
estimate of £2.53m, a forecast outturn of £7.40m and the comparative previous year’s closing
balance of £20.30m.

Revenue - The revenue of the I&DF for the financial year 2016-17 was £34.86m, compared
to an original estimate of £44.25m, a forecast outturn of £34.82m and the previous year’s
revenue of £107.31m.

| obtained explanations from Receivers of Revenue for the larger variances between original
estimates and actual revenue for the financial year 2016-17 and highlight the explanations
provided to me hereunder:

Head 101 — Contribution and Loans
Subhead 1 — Contribution from Consolidated Fund - Reserve

Original Estimate - £7,500,000 Actual Revenue - £25,000,000

The Financial Secretary explained in his reply to me that even though the overall expenditure
(£47.26m) incurred under the 1&DF was lower than budgeted (£61.15m), since the revenue
collected in the year 2016-17 under Head 102 - 1 Land and Building Sales and Leases
(£8.83m) was significantly lower than anticipated (budget £35.00m) and the £1m that was
expected to have been be collected under Head 104 - 7 MOD Contribution to the Gibraltar
Airport Fire and Rescue Service did not materialise, this required a higher level of contribution
from the Consolidated Fund to allow the I&DF to meet its 2016-2017 capital funding needs.

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

Original Estimate - £35,000,000 Actual Revenue - £8,828,880

The Financial Secretary explained that the revenue that was budgeted for the sale of
properties during the year 2016-17 did not materialise.

Head 104 — Reimbursements
Subhead 6 — Receipts in Connection with the Transfer of MOD Electricity Undertakings

Original Estimate - £680,000 Actual Revenue - £344,000

The Financial Secretary informed me that at the time of the preparation of the draft Estimates
for 2016-17 the Ministry of Defence (MOD) was still disputing the payment due in respect of
the financial year 2015-16 which resulted in a 'nil’ collection that year. Given that the MOD
contribution was not received in the year 2015-16 and as the dispute was still ongoing at the
time of closing the Draft Estimates for 2016-17, it was assumed that the negotiations would
allow for two years’ of contributions to be received in the financial year 2016-17, however
this did not materialise. The dispute which was wider and covered a number of other items
has since been resolved and annual contributions are being received from the MOD.
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2115

2.11.6

Head 104 — Reimbursements
Subhead 7 — MOD Contribution to Gibraltar Airport Fire and Rescue Service

Original Estimate - £1,000,000 Actual Revenue - £Nil

The Financial Secretary explained that this revenue subhead provides for the reimbursement
by the MOD to Government of its share of the capital costs incurred by the Gibraltar Airport
Fire and Rescue Service for the purchase of the new fire trucks for the runway. The Financial
Secretary further explained that since the order for the fire trucks was not placed until both
parties were entirely happy with the specifications of the trucks and the tender process had
been properly undertaken, the Government could not claim from the MOD. During the
financial year 2016-17 only £250k of expenditure to reserve the design of the build of these
trucks was processed at the end of March 2017 out of the expected £2.25m being the full
estimate of these costs.

Expenditure - The expenditure of the I&DF for the financial year 2016-17 was £47.26m,
compared to an original estimate of £61.15m, a forecast outturn of £47.73m and the previous
year’'s expenditure of £98.25m.

| hereunder detail the reasons and explanations provided to me by Controlling Officers on
the variances between the original estimates and the actual expenditure for the financial year
2016-17 that | considered of major significance:

Head 101 — Works and Equipment
Subhead 1 — Works and Equipment (g) Contribution to Gibraltar Health Authority

Original Estimate - £2,555,000 Actual Expenditure - £1,439,000

The Financial Secretary explained that the reason for the positive variance was largely
attributable to the Gibraltar Health Authority's Electronic Health Records Project (EMIS)
being temporarily placed on hold. In addition to this, the planned purchase of a replacement
ambulance did not materialise in the financial year 2016-17 due to delays in the procurement
of the vehicle, thereby contributing to the overall reduction in the level of contribution required
by the Gibraltar Health Authority.

Head 101 — Works and Equipment
Subhead 1 — Works and Equipment (n) Housing: Works and Repairs

Original Estimate - £6,000,000 Actual Expenditure - £4,583,675

The Principal Housing Officer informed me that the expenditure budget was underspent due
to delays in the commencement of major capital works projects.

Head 101 — Works and Equipment
Subhead 1 — Works and Equipment (q) Essential Services Equipment: (iv) Gibraltar Airport
Fire and Rescue Service

Original Estimate - £2,250,000 Actual Expenditure - £250,023

The Chief Secretary informed me that the funds were allocated for the replacement of the
vehicle fleet of the Gibraltar Airport Fire and Rescue Service and to purchase 50% of the
aircraft training simulator from the MOD. The Chief Secretary further explained that the
variance of £2m related solely to the vehicle fleet project and specifically to the first payments
due to two designer and manufacturer of firefighting and rescue vehicles companies on
signing the contracts and the expected payments one month later upon completion. The
Technical Advisory Team issued its recommendations on 1 December 2016 and at that point
it was still expected that the approved funding of £2,25m would be achieved. However, the
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technical nature of the vehicle specifications caused a delay in the tender being awarded
and these payments were eventually made the following financial year.

Head 102 — Projects
Subhead 2 — Relocation Costs (b)(i) MOD Project Euston

Original Estimate - £11,000,000 Actual Expenditure - £7,352,456

The Chief Technical Officer informed me that the funding under this subhead related to the
works required to meet the Gibraltar Government’s obligations under the Lands Agreement
with the MOD. These included the construction of new housing units at Four Corners. The
Chief Technical Officer explained that the under expenditure of £3.65m was due to slower
than anticipated progress on the works required in relation to the Four Corners housing units.
These started later than had been programmed due to the need for various design issues to
be resolved and agreed, including services infrastructure.

Head 102 — Projects
Subhead 2 — Relocation Costs (d) Port Authority Relocation

Original Estimate - £1,500,000 Actual Expenditure - £275,919

The Chief Technical Officer explained that the budget related to the construction of the new
Port Authority tower at Lathbury. The under expenditure generated was due to slower than
anticipated progress on the completion and approval for the design of the second phase of
the project. This meant the contractor was not able to start on site until early 2017.

Head 102 — Projects
Subhead 4 — Other Projects (c) Old Naval Hospital Conversion and Refurbishment Works

Original Estimate - £3,100,000 Actual Expenditure - £2,289,797

The Conservation Officer explained that the approved budget for the year provided for a
potential contractual claim on behalf of the contractor when resolving the final account for
the works carried out; however, the claim was contested and therefore never presented for
payment. A new value was presented and the claim was approved for the following financial
year.

Head 102 — Projects
Subhead 4 — Other Projects (h) Wellington Front (i) Development

Original Estimate - £810,000 Actual Expenditure - £1,476,797

The acting Senior Executive Officer, Culture and Heritage, after obtaining the necessary
information from the Senior Architect at the Technical Services Department, that was
involved in the project, explained that the building contract entered into with the successful
contractor has spanned over a number of financial years. To this effect, the approved original
contract sum has not been exceeded, however, during the execution of the works, extra
works were requested which resulted in an increase to the original contract sum. The
additional works were executed but these were not necessarily limited to the annual
approved estimate.

Head 102 — Projects
Subhead 4 — Other Projects (z) Infrastructure Provision for Housing Projects (incl. Eastside)

Original Estimate - £1,900,000 Actual Expenditure - £690,306
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In his reply the Chief Technical Officer informed me that the funding under this subhead was
in relation to a number of specific projects, all of them related to the provision of services
infrastructure (potable and salt water; electricity; sewage; and storm drains) for the on-going
affordable housing projects. Of these, three projects account for most of the under
expenditure, namely the refurbishment of the sewer drains along Devil's Tower Road; the
provision of new stormwater drains at the eastern end of Devil's Tower Road; and the
provision of new stormwater drains at Waterport. The first two projects were delayed in
starting, thus not achieving the projected level of expenditure and the third was undertaken
at a lower cost than had originally been estimated.

Head 102 — Projects

Subhead 4 — Other Projects (zu) Relocation of Bus Depot/Technical Services
Garage/Calypso
Original Estimate - £1,000,000 Actual Expenditure - £12,727

The Chief Technical Officer explained that the budget related to the conversion of the MOD
MT Workshop on Dockyard Road into the new Technical Services Garage and new Gibraltar
Bus Company Depot. Before works could start, the MOD needed to vacate the premises and
relocate to the new premises being built at South Dispersal as part of the Lands Agreement.
However, there were delays with this happening due to the MOD having taken longer than
anticipated to action the relocation. This meant that the project could not start on site during
the financial year ended 31 March 2017, thus generating the under expenditure.

Head 102 — Projects
Subhead 4 — Other Projects (zy) Britannia House Refurbishment

Original Estimate - £1,000,000 Actual Expenditure - £34,391

The Chief Technical Officer explained that the funding under this subhead related to the
planned refurbishment of the ex-Britannia House property. The under expenditure was as a
result of the start of the works being delayed from what had been anticipated. This was due
to the need to agree the final scope of the works and the total cost of the project, both of
which had not been defined at the time the Chief Technical Officer took over the project in
late 2015. The works started on site in February 2017 with the first contract payment being
made at the end of the financial year 2016-17.

Head 102 — Projects
Subhead 5 — Equity Funding/Funding (c) University of Gibraltar

Original Estimate - £3,250,000 Actual Expenditure - £1,807,387

The Chief Secretary informed me that the overall sum approved for setting up the University
of Gibraltar was set at £10m, this amount was to be spread over financial years 2015-16 to
2016-17. However, there was an overall underspend on the University resulting in reduced
costs for 2016-17.

2017-18

Improvement and Development Fund

2121

2.12.2

General - The balance in the I&DF on 31 March 2018 stood at £0.71m, compared to an
original estimate of £2.67m, a forecast outturn of £0.32m and the comparative previous
year’s closing balance of £7.90m.

Revenue - The revenue of the I&DF for the financial year 2017-18 was £55.22m, compared
to an original estimate of £59.97m, a forecast outturn of £55.17m and the previous year’s
revenue of £34.86m.
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2124

2125

| obtained explanations from Receivers of Revenue for the larger variances between original
estimates and actual revenue for the financial year 2017-18 and highlight the explanations
provided to me hereunder:

Head 101 — Contribution and Loans
Subhead 1 — Contribution from Consolidated Fund - Reserve

Original Estimate - £5,000,000 Actual Revenue - £26,000,000

The Financial Secretary explained in his reply that even though the overall expenditure
(£62.40m) incurred under the I&DF was lower than budgeted (£64.70m), since revenue
collection under Head 102 - 1 Land, Building Sales and Leases and Other Premia (£17.35m)
was significantly lower than anticipated (£43.60m), the I&DF required a higher level of
contribution from the Consolidated Fund in order to allow the Government to meet its 2017-
2018 capital expenditure needs.

Head 102 — Sale of Government Property and Other Premia
Subhead 1 — Land, Building Sales and Leases and Other Premia

Original Estimate - £43,600,000 Actual Revenue - £17,350,067

The Financial Secretary informed me that the estimate for this subhead for the financial year
2017-18 provided for the sale of the ‘Rooke’ site which did not materialise and which
represents almost all of the variance. The Financial Secretary added that the sale did not
take place because policy decisions were taken during the year to focus on this site.

Head 104 — Reimbursements
Subhead 8 — MOD Contribution towards Relocation Costs — Project Euston

Original Estimate - £1,000 Actual Revenue - £434,741

The Financial Secretary explained that a £1k token figure was budgeted as at the time of the
Estimates preparation no significant revenue was expected to be received in the year 2017-
18.

Expenditure - The expenditure of the I&DF for the financial year 2017-18 was £62.40m,
compared to an original estimate of £64.70m, a forecast outturn of £62.75m and the previous
year’s expenditure of £47.26m.

| hereunder detail the reasons and explanations provided to me by Controlling Officers on
the variances between the original estimates and the actual expenditure for the financial year
2017-18 that | considered of major significance:

Head 101 — Works and Equipment
Subhead 1 — Works and Equipment (n) Housing: Works and Repairs

Original Estimate - £6,000,000 Actual Expenditure - £4,581,996

The Principal Housing Officer informed me that the underspent in capital expenditure was
once again due to delays in the commencement of major capital works projects.

Head 101 — Works and Equipment
Subhead 1 — Works and Equipment (q) Essential Services — Equipment (iv) Gibraltar Airport
Fire and Rescue Service

Original Estimate - £1,960,000 Actual Expenditure - £1,495,492

The Executive Officer from the Ministry wrote to me, on behalf of the Principal Secretary,
Tourism, Employment, Commercial Aviation and the Port, explaining that from information
provided by the Gibraltar Airport Fire and Rescue Service the budget provision was for the
replacement of their vehicle fleet and the under-expenditure of £464,508 was mainly due to
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a delay in the production process of one of the Rosenbauer Panther 4x4 vehicles. The
Executive Officer further explained that there had also been a delay in the procurement
process for the utility and command vehicles. Both delays, she said, had resulted in the final
invoices being paid the following financial year 2018-19.

Head 101 — Works and Equipment
Subhead 1 — Works and Equipment (x) Other Works

Original Estimate - £1,000 Actual Expenditure - £418,776

The Financial Secretary informed me that a £1k token figure was budgeted for as there was
no known expenditure for 2017-18 at the time of preparing the Government's Estimates.

Head 101 — Works and Equipment
Subhead 1 — Works and Equipment (y) Government Computerisation Programme

Original Estimate - £900,000 Actual Expenditure - £1,470,758

The Financial Secretary in his reply explained that the budgetary overrun was directly
attributable to demand-driven expenditure which included additional systems’ requirements
such as that for the Department of Employment’s 'ERASMUS" computer database project,
which on its own represented £200k of the overrun. This expenditure was settled after a
number of disputes with the software supplier.

Head 102 — Projects
Subhead 1 — Roads and Parking Projects (a) Roads and Tunnel Projects: (i) Tunnels and
Roads to North Front

Original Estimate - £11,500,000 Actual Expenditure - £5,745,074

The Chief Technical Officer informed me that the funding allocated under this subhead
related to the construction of the airport and frontier road tunnel and the under expenditure
of £5.75m was due to progress with the works being slower than anticipated. The Chief
Technical Officer explained that the tunnel project contractor had had to undertake repairs
to the buried concrete diaphragm walls, the extent of which only become apparent as the
excavations to create the tunnel progressed. These repairs were significantly more extensive
than they had anticipated in their works programme and as a result caused delays in
achieving their milestone payments thus leading to a significant under expenditure.

Head 102 — Projects
Subhead 2 — Relocation Costs (b)(i) MOD Project Euston

Original Estimate - £14,500,000 Actual Expenditure - £17,989,969

The Chief Technical Officer explained that the funding allocated under this subhead related
to the works required to meet Government’s obligations under the Lands Agreement with the
MOD. These included the construction of 84 new housing units at Four Corners. The over
expenditure of £3.49m generated was due to the works progressing at a quicker rate than
originally anticipated as the contractor made very good progress. The Chief Technical Officer
added that that the expenditure under this subhead included works undertaken on behalf of
the MOD for infrastructure services and for which the MOD reimbursed the Government in
the subsequent financial year 2018-19 in the sum of £1.24m.

Head 102 — Projects
Subhead 2 — Relocation Costs (c) Other Relocations

Original Estimate - £1,000,000 Actual Expenditure - £3,583,759
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2.12.6

In his letter, the Chief Technical Officer informed me that the funding allocated under this
subhead related to the relocation of HM Customs from Waterport. However, during the
financial year a number of new relocation projects were instructed under this subhead which
had not been identified at the time the estimate bids were made. These bids were in the main
related to either the construction of new schools or the new sports facility at Lathbury, as well
as various minor projects. Of the £2.58m over expenditure, the relocation of entities out of
the Waterport area into the No.4 Dock site (Rooke site) to make way for the new
comprehensive schools, accounts for £1.90m; the relocation of the Laguna youth club to
clear the Notre Dame school site accounts for £0.16m; and the relocation of entities from the
Lathbury parade ground area accounts for £0.14m. In addition, the reconstruction of the
Dockyard Gate House accounted for £0.18m. The remaining balance of £0.20m was due to
associated professional consultants' fees as well as various minor projects.

Head 102 — Projects
Subhead 4 — Other Projects (zo) Relocation of Bus Depot/Technical Services Garage/

Calypso

Original Estimate - £100,000 Actual Expenditure - £1,475,442

The Chief Technical Officer explained that the funding allocated under this subhead related
to the conversion of the ex-MOD Motor Transport Workshop building on Dockyard Road into
the new Technical Services Garage and the Gibraltar Bus Company depot, as they both
needed to be relocated. The timing of the start of the works was dependent on the MOD
vacating their Motor Transport Workshop building which was delayed on their part. A token
funding allocation of £100k was therefore made for the project due to the uncertainty over
the start date. Works were able to proceed towards the last third of the financial year 2017-
18 and thus the over expenditure was generated as a consequence of having provided only
for a token funding budget allocation.

Head 102 — Projects
Subhead 4 — Other Projects (zq) Completion of Infrastructure Service Corridor (North Front

Area)
Original Estimate - £1,000,000 Actual Expenditure - £81,548

The Chief Technical Officer informed me that the majority of the funding allocated under this
subhead related to the construction of a new sewage pumping station in the Western Beach
area. Works to complete a utility services corridor in the North Front and the area of British
Lines make up the balance. The Chief Technical Officer explained that the construction of
the pumping station required the transfer by the MOD of the land on which it would be located.
It had been anticipated that this transfer would have taken place early in the financial year to
allow construction to start but unfortunately this did not happen during the year. The under
expenditure of £0.92m was therefore generated by the inability to commence construction of
the sewage pumping station pending the transfer of MOD land.

Improvement and Development Fund — General - As | commented in my previous report,
the explanations provided to me by a number of Controlling Officers seems to indicate that
there are weaknesses in the control and management of some capital projects. As previously
emphasised by my predecessor, | too urge that existing procedures be reassessed in order
to ensure that, as far as practicable and possible, capital projects are completed on time,
given that delays in the commencement and completion of works normally result in higher
costs to Government.
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2016-17 and 2017-18

Special Funds

2.13.1

2.13.2

2.13.3

2134

Statutory Benefits Fund - A contribution of £7.00m was made from the Consolidated Fund
to the Statutory Benefits Fund in both the financial years 2016-17 and 2017-18, which is the
same level of contribution made in the previous two financial years. The social insurance
contributions collected during the year 2016-17, amounting to £22.56m, increased by £0.56m
(2.55%) from the previous year’s collections amounting to £22.00m; whilst the social
insurance contributions collected during the subsequent financial year 2017-18, amounting
to £30.13m, increased by £7.57m (33.55%) from the previous year’s collections amounting
to £22.56m. The significant increase in social insurance contributions collected during the
financial year 2017-18 was as a result of three factors: Firstly, as from 1 April 2017 the rates
of social insurance contributions increased by a range of 9.3% to 11%, depending on the
contributor category; secondly, also on 1 April 2017, the Social Security (Insurance) Act was
amended and the apportionment of the social insurance contributions collected and assigned
to the Statutory Benefits Fund increased from 30% of contributions collected to 35%; and
lastly, there was a sizeable increase in the total number of employee jobs in Gibraltar during
the year from 28,029 employee jobs in October 2017 to 29,995 employee jobs in October
2018 (Source: Statistics Office — Employment Survey Reports);

There was a year-on-year increase in total payments of the Statutory Benefits Fund
amounting to £1.19m (3.37%) from £35.30m during the previous financial year to £36.49m
in the financial year 2016-17. This increase was largely attributable to a year-on-year rise in
local Old Age Pension payments amounting to £1.26m, from £31.47m to £32.73m at the end
of March 2017. The Old Age Pension increase was principally as a result of a year-on-year
net increase of 513 in newly classified old age pensioners and the annual pension increase
of 0.4% as from 1 August 2016.

In the financial year 2017-18 there was a year-on-year increase in total payments amounting
to £1.70m (4.66%) from £36.49m during the previous financial year to £38.19m in the
financial year 2017-18. This increase was mainly attributable to a year-on-year rise in local
Old Age Pension payments amounting to £1.34m, from £32.73m to £34.07m and in
Insolvency Claims amounting to £0.37m. The Old Age Pension increase was principally as
a result of a year-on-year net increase of 274 in newly classified old age pensioners and the
annual pension increase of 2.7% as from 1 August 2017. The increase in Insolvency Claims
was as a result of claims arising from 41 employees of five different companies which were
declared insolvent. By comparison, during the previous financial year 2016-17, there was
only one insolvency claim in respect of one employee, amounting to £950.

Figures 4 and 5 below show that, other than in the first accounting period ending 31 March
2009, when the Statutory Benefits Fund was established on 1 July 2008, total annual
expenditure of the Fund has exceeded the income received by the Fund in every successive
financial year. The effect of this is that in ten years the balance in the Statutory Benefits Fund
has decreased from £20.73m as at 31 March 2009 to a negative fund balance of - £2.77m
at the end of the financial year 2018-19. The shortfall in net payments of £6.86m during 2016-
17 was partially met by an advance from the Consolidated Fund of £6.10m and the net
payments of £1.00m in 2017-18 was similarly met in part by an advance of £0.97m from the
Consolidated Fund. During the financial year 2018-19, the Statutory Benefits Fund repaid
£3.50m of the total outstanding advance received from the Consolidated Fund thus lowering
the negative Fund Account balance from -£7.04m to -£2.77m as at 31 March 2019.
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Figure 4
Financial Transfer Social Other Transfer Total Total Statutory Advance/
Year from Insurance Income from Statutory Statutory Benefits Repayment
Consolidated Contrs. Social . Benefits Fund from/to the
Fund Collected Insurance Benefits Fund Balance at Consolidated
Funds Fund Payments Year-end Fund
Income
Jul '08 — Mar '09 £10.00m £11.53m £0.52m £17.74m £39.79m £19.06m £20.73m
2009-10 £8.50m £15.76m £0.18m - £24.44m £26.72m £18.45m
2010-11 £7.50m £17.53m £0.20m - £25.23m £25.69m £17.99m
2011-12 £10.00m £18.39m £0.20m - £28.59m £29.09m £17.49m
2012-13 £10.00m £18.60m £0.18m - £28.78m £30.13m £16.14m
2013-14 £9.00m £19.92m £0.15m - £29.07m £32.18m £13.03m
2014-15 £7.00m £21.12m £0.15m - £28.27m £34.32m £6.98m
2015-16 £7.00m £22.00m £0.13m - £29.13m £35.30m £0.81m
2016-17 £7.00m £22.56m £0.07m - £29.63m £36.49m -£6.05m * £6.10m
2017-18 £7.00m £30.13m £0.06m - £37.19m £38.18m -£7.04m * £0.97m
2018-19 £7.00m £36.60m £0.07m - £43.67m £39.39m -£2.77m * -£3.50m

* The Statutory Benefits Fund balance as 31 March 2017, 31 March 2018 and 31 March 2019 do not include the advances received from
the Consolidated Fund which are shown in the adjoining column.
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2.13.5 In my last report on the public accounts for the year ended 31 March 2016, specifically in
paragraphs 2.7.1 to 2.7.8, | reported that | had written to the Financial Secretary enquiring
why the balance of the Statutory Benefits Fund had been left depleted at the end of 2015-
16; and what was the financial plan with regard to this special fund considering that it was
Government’s intention to restructure this special fund, and taking into account that the
annual approved contribution from the Consolidated Fund had been kept at £7.00m for the
years 2016-17 and 2017-18.
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2.13.6

2.13.7

2.13.8

The Financial Secretary informed me that the Government had a plan to address the
depletion of the Statutory Benefits Fund but any amendment to the scheme must accord with
Government’s obligations. The Financial Secretary added that by the end of the financial
year 2015-16, Government was clear that something had to be done urgently to address the
Fund’s position. In this respect, had it not been for the Brexit vote result, it had been the
Government'’s intention to correct the declining balance in the Fund in its 2016 budget by
increasing the rate of social insurance contributions, which had not increased since July
2010. The Financial Secretary said that in the 2016 budget address, the Chief Minister had
said that Government was committed to a total reform of the entire structure of the Statutory
Benefits Fund in order to place it on a viable footing; however, given the Brexit vote,
announcing the reformed system (at the time) in July 2016 would not have allowed the
Government to benefit from the potential flexibility that might be possible in the context of EU
rules no longer being applicable. The Financial Secretary explained that the Chief Minister
had said that an announcement would be made in due course once legal advice was received
that the new system was fully compliant with EU law. The Financial Secretary further
explained that Brexit might provide a number of challenges (and possible opportunities), as
the obligations the Government might have going forward might change and the shape of a
social insurance scheme might be different outside the EU providing greater flexibility for any
new scheme. The Financial Secretary said the final outcome would be assessed once there
is greater certainty of the shape this may take. Faced with the uncertainty leading to an
inability to reform the scheme until there is greater clarity as to how to shape it, the
Government decided to address the depletion in the Statutory Benefits Fund by firstly
increasing social insurance contributions on 1 April 2017; and additionally, as from the same
date by adjusting the allocation ratio between the Group Practice Medical Scheme and the
Statutory Benefits Fund from a 70%-30% apportionment to a revised 65%-35% allocation.

The Financial Secretary said that Government would need to determine whether further
increases to social insurance contributions might be required, but in doing so Government
would need to balance this with the reality that the Statutory Benefits Fund must meet its
obligations and accordingly any shortfalls would need to be met by Government. During the
financial years 2016-17 and 2017-18 these shortfalls were met by advances from the
Consolidated Fund. However, on 1 July 2018, a further increase in social insurance
contributions was introduced by the Government. The Financial Secretary hoped that the
effect of these changes were such that the position of the Fund stabilises whilst at the same
time getting to a position where there is clarity on the way forward. At that point, he said, it
may be possible to implement structural changes to the scheme. The effect of allocating a
bigger portion of the social insurance contribution to the Statutory Benefits Fund and
increasing social insurance contributions in two successive years enabled the Fund to
increase its level of income and in turn allowed it to repay part of the advances received from
the Consolidated Fund.

| again wrote to the Financial Secretary on 23 April 2018, drawing attention to the fact that
as the law currently stood, it was not possible for the Consolidated Fund to make advances
to the Statutory Benefits Fund, given that this Fund is not specified under section 12 of the
Public Finance (Control & Audit) Act (“the Act”) as being a special fund to which the
Consolidated Fund can make advances, notwithstanding that the forerunners of the Statutory
Benefits Fund, namely the Short-Term Benefits Fund, the Closed Long-Term Benefits Fund
and the Open Long-Term Benefits Fund are all still specified under section 12(e) (ii), (iii), (iv)
of the Act, even though these three special funds, together with the Employment Injuries
Insurance Fund, have since the establishment of the Statutory Benefits Fund on 1 July 2008
been defunct. | highlighted to the Financial Secretary that, even though section 12(e)(v) of
the Act provides for the Consolidated Fund to make advances to any other special fund, such
advances are recoverable by the Consolidated Fund before the close of the financial year in
which the advance is made. | therefore pointed out to the Financial Secretary, that if
Government required the advances made by the Consolidated Fund to the Statutory Benefits
Fund to remain beyond the year-end it could not do so under the provisions of section
12(e)(v) of the Act but should instead make legal provision by way of an amendment to the

40



PART 2 -

ANNUAL ACCOUNTS STATEMENTS

2.13.9

2.13.10

2.13.11

2.13.12

2.13.13

Public Finance (Statutory Benefits Fund) Act 2008 to have the Statutory Benefits Fund
included under section 12 of the Act with suitable retrospective effect.

The Financial Secretary explained to me that even though there was no provision under
section 12(e) of the Act for the Consolidated Fund to make advances to the Statutory Benefits
Fund it was nevertheless possible to do so pursuant to section 4(1)(d) of the Public Finance
(Statutory Benefits Fund) Act 2008, which had been amended on 15 December 2017 to
enable the Fund to receive any moneys specified in any law as being receivable by the
“Existing Funds” (i.e. the Short-Term Benefits Fund, the Closed Long-Term Benefits Fund,
the Open Long-Term Benefits Fund, the Employment Injuries Insurance Fund and the
Insolvency Fund).

In my reply to the Financial Secretary | informed him that although | accepted that the
amended section 4(1)(d) of the Public Finance (Statutory Benefits Fund) Act 2008 made it
possible for the Statutory Benefits Fund to receive advances from the Consolidated Fund, it
would have been more appropriate, in my view, and indeed in keeping with previous practice
by way of consistency, to have made provision under section 12(e) of the Public Finance
(Control & Audit) Act for the Statutory Benefits Fund to be added as a special fund to which
the Consolidated Fund can make advances. Such a move would not only have been neater
but it would have additionally enabled the “Existing Funds”, which are defunct and no longer
in use, to have been removed from section 12(e) and Schedule 1 of the Public Finance
(Control and Audit) Act. The fact that the “Existing Funds” are still specified as special funds
in Schedule 1 of the Act but yet are disused due to the establishment of the Statutory Benefits
Fund on 1 July 2008, to the extent that Treasury rightfully no longer prepares accounts for
these special funds, adds unnecessary confusion as to whether these five special funds are
still active or not, particularly as the Statutory Benefits Fund is not specified in Schedule 1 to
the Public Finance (Control and Audit) Act. At the close of this Report, the Financial Secretary
had not replied to the audit queries raised.

Arrears of social insurance contributions as at 31 March 2017 stood at £5,903,926 of which
30% £1,771,178 was receivable by the Statutory Benefits Fund (70% was receivable by the
Consolidated Fund Revenue Head 5 Subhead 11, Group Practice Medical Scheme). Arrears
of Social Insurance contributions as at 31 March 2018 stood at £4,946,836 of which 35%
£1,731,393 was receivable by the Statutory Benefits Fund (65% was receivable by the
Consolidated Fund Revenue Head 5 Subhead 40, Group Practice Medical Scheme). See
paragraphs 3.1.45 to 3.1.47 of this report for more detailed comments on the arrears of Social
Insurance contributions.

In May 2020, | wrote to the Director of Social Security informing him that under sections 3(3)
and 3(4) of the Social Security (Open Long-Term Benefits Scheme) Act, the pensionable age
of both males and females insured under the Gibraltar social security pension scheme shall
be equal, and that such equalisation of pensionable age, which is currently set at age 60 for
women and age 65 for men, shall occur not later than 31 December 2020. | pointed out to
the Director that in the last three election campaigns, the ruling political party, which forms
the present Government, had informed in their election manifestos that they were committed
to reforming the social security scheme and as part of that reform their aim was to equalise
pensionable age between men and women to age 60. | therefore questioned if there had
been any developments in reforming the social security scheme, and specifically, if the
pensionable age of men and women would indeed be equalised to age 60 by the end of
December 2020 in line with the requirements of the Social Security legislation. The acting
Director replied to me, explaining that he was aware of the provisions of the social security
legislation and having previously discussed this with the Minister responsible for social
security he was at present unable to advise of any developments. The acting Director said
he would revert when he had further information on the matter.

Subsequently, even though the Director of Social Security did not revert to me with
developments, | am aware that amendments were made to sections 3(3) and 3(4) of the
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Social Security (Open Long-Term Benefits Scheme) Act, pursuant to the Social Security
(Open Long-Term Benefits Scheme) Act (Amendment) Regulations 2020 [Legal Notice No.
502/2020]; the Social Security (Open Long-Term Benefits Scheme) Act (Amendment)
Regulations 2021 [Legal Notice No. 497/2021]; and the Social Security (Open Long-Term
Benefits Scheme) Act (Amendment No.2) Regulations 2022 [Legal Notice No. 339/2022].
Following these amendments to the social security legislation, the previous legal provisions,
ie.:

(3) Provision may be made by regulations made by the Minister, for amending the
definition of “pensionable age”, provided that the effects of such provision shall be that,
with effect from the Equalisation Date, the pensionable ages of men and women insured
under this Act shall be equal.

(4) For the purposes of subsection (3), the Equalisation Date shall be determined by
regulations, but shall in any event not fall later than the 31st day of December, 2020.

were amended as follows:

(3) Provision may be made by regulations made by the Minister, for amending the
definition of “pensionable age”, provided that the effects of such provision shall be that,
with effect from the Equalisation Date, the process of the equalisation of the pensionable
ages of men and women insured under this Act shall be commenced.

(4) For the purposes of subsection (3), the Equalisation Date shall be determined by
regulations, but shall in any event not fall later than the 31st day of December, 2022.

Although the process of the equalisation of the pensionable ages of men and women might
have commenced, the pensionable age of men and women has not yet been equalised at
the date of this report. In this respect, the ruling political party declared in their 2023 election
manifesto that they continue committed to setting pension availability for men and women at
age 60. However, they want to make a system, as exists in other jurisdictions, where the
contributing individual voluntarily selects, on attaining age 60, the age on which to receive
his/her pension. The individual may decide to receive his/her pension at age 60, or
alternatively choose to delay and receive a higher pension at a later date, after contributing
more towards their pension entitlement. This allows each person to make a decision based
on his or her personal circumstances, taking into account factors such as health, finances or
other considerations. According to the manifesto, the ground for this revised system is now
prepared and the implementation will be within the next four years if there is no European
Union liability involved. Alternately, it will be after the termination of the four year Schengen
Access Agreement if such an agreement is finalised.

Social Assistance Fund - The total sum transferred to the Social Assistance Fund from the
Consolidated Fund during the financial year 2016-17 amounted to £27.90m (£7.90m in
respect of Import Duty Collections and £20.00m transferred from the Government Surplus),
compared to the approved estimate of £15.00m, a forecast outturn of £27.90m and the
previous year’s transfer of £27.60m.

During the financial year 2017-18, the total sum transferred to the Social Assistance Fund
from the Consolidated Fund amounted to £22.90m (£7.90m in respect of Import Duty
Collections and £15.00m transferred from the Government Surplus), compared to the
approved estimate of £15.20m, a forecast outturn of £22.90m and the previous year’s
transfer of £27.90m.

Total expenditure for the financial year 2016-17 amounted to £27.79m, £12.72m more than
the approved estimate of £15.07m but £0.24m more than the previous year’s expenditure of
£27.55m. The variance between the approved estimate and actual expenditure during the
financial year 2016-17 was mainly attributable to a supplementary contribution from the
Government Surplus amounting to £20.00m paid to Gibraltar Community Care Trust when
only a token sum of £1,000 was provided in the approved estimate. However, there was no
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recurrent contribution to Gibraltar Community Care Trust notwithstanding an approved
estimate of £7.50m.

In the financial year 2017-18 total expenditure amounted to £22.60m, £7.29m more than the
approved estimate of £15.31m but £5.19m less than the total expenditure incurred during
2016-17 of £27.79m. The variance between the approved estimate and actual expenditure
during the financial year 2017-18 was largely attributable to a supplementary contribution
from the Government Surplus amounting to £15.00m paid to Gibraltar Community Care Trust
when only a token sum of £1,000 was provided in the approved estimate. However, there
was no recurrent contribution to Gibraltar Community Care Trust notwithstanding an
approved estimate of £7.50m.

Note Security Fund - The Note Security Fund ended the financial year 2016-17 with net
receipts of £2.47m compared to £6.43m in the previous financial year and £0.12m in 2017-
18. Total currency notes issued during 2016-17 amounted to £39.91m, a decrease of
£10.86m compared to the currency notes issued in the previous year amounting to £50.77m.
During the financial year 2017-18, total currency notes issued amounted to £20.47m, a
decrease of £19.44m compared to the previous year. Currency notes redeemed in 2016-17
totalled £37.38m, a decrease of £6.99m compared to £44.37m in notes redeemed during
2015-16. Currency notes redeemed during the financial year 2017-18 totalled £20.46m, a
further decrease of £16.92m compared to the previous year’s position.

The value of Gibraltar currency notes in circulation at the end of the financial year 2016-17
stood at £39.82m, compared with £37.30m at the end of March 2016; an increase of £2.52m
(6.76%). At the end of the financial year 2017-18, the value of Gibraltar currency notes in
circulation stood at £39.83m, an increase of £0.01m (0.03%) compared with the position in
the previous year. However, £12.00m of the currency notes in circulation as at 31 March
2017 and 31 March 2018 was held by the Savings Bank Fund in the Treasury Department’s
vault. At the end of the previous financial year, the Savings Bank Fund held £9.00m of the
currency notes in circulation in the Treasury Department’s vault. Although holding an element
of currency notes in deposit with the Savings Bank Fund complies with section 8(4) of the
Currency Notes Act 2011, this liquid portion of the fund does not generate bank interest.

Due to the high volume of new currency notes that were procured in December 2015, these
currency notes are held in storage by the Government’s currency note manufacturer in the
UK. Fees for the storage of these currency notes decreased from £52.05k in the previous
financial year to £46.59k in the year 2016-17, to £47.39k in the year 2017-18. However, the
aggregate cost to Government in storage fees since December 2015 to March 2018 amounts
to £109.45k.

The currency notes in circulation by denomination as at 31 March 2017 and 31 March 2018
are shown in Figures 6 and 7 hereunder:
Figure 6
Notes in Circulation Value
£100 Series C 2,044 x £100 £204,400
£100 Series A/AA 129,300 x £100 £12,930,000
£50 Series A/AA 182,900 x £50 £9,145,000
£20 Series A/AA 680,500 x £20 £13,610,000
£10 Series A/AA 336,800 x £10 £3,368,000
£5 Series A/AA 113,100 x £5 £565,500
£39,822,900
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Figure 7

Notes in Circulation Value
£100 Series C 3,044 x £100 £304,400
£100 Series A/AA 128,600 x £100 £12,860,000
£50 Series A/AA 208,700 x £50 £10,435,000
£20 Series A/AA 599,100 x £20 £11,982,000
£10 Series A/AA 354,700 x £10 £3,547,000
£5 Series A/AA 140,600 x £5 £703,000
£39,831,400

2.13.23 Figure 8 graphically illustrates the value of Gibraltar currency notes in circulation during the
last seven years:

Figure 8
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2.13.24 In my report on the public accounts of Gibraltar for the financial year 2015-16, | reported that
in August 2017, the acting Senior Executive Officer responsible for the Currency Section in
Treasury had written to me, on behalf of the Accountant General, informing that she was
looking into the current procedures used for the destruction of currency notes, specifically
where soiled notes are first cancelled by cutting the notes in half using a guillotine and then
destroyed by incineration. She was looking into the possibility of cancelling soiled currency
notes by having these shredded using the shredding facility of the currency notes counting
machine (Security Banknote Processing Equipment) and thereafter burning the notes and
wanted to ensure that all procedures and controls were satisfactory. At the time, | replied to
her that under Rule 16 of the Currency Notes Rules, currency notes selected for destruction
need to be cancelled by either stamping, perforating, cutting or otherwise defacing the notes
in such manner as the Commissioner of Currency (the Financial Secretary) may approve,
and any portion of such currency notes that have been removed shall be burnt; therefore, in
my view, having the notes shredded instead of being cut would not require an amendment
to Rule 16 as shredding would constitute an alternate form of defacing currency notes. The
only requirement would be for the Commissioner of Currency to formally approve in writing
the proposed new methodology of cancelling currency notes. | added that, in terms of control,
the proposed method of cancelling would still require the presence of at least one currency
officer (there are usually two officers present) and a representative of the Commissioner of
Currency and a representative of the Principal Auditor.
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| nevertheless highlighted to the Accountant General that the intention of her predecessor,
as far back as 2002, was to make use of the Security Banknote Processing Equipment as
the means of both cancelling and destroying currency notes, although to change the
methodology of destroying currency notes the Currency Notes Rules would require to be
amended. | highlighted that the use of the Security Banknote Processing Equipment would
not only accelerate the destruction process and generally ensure that currency notes are
destroyed more efficiently, but it would also reduce Note Security Fund expenditure as it
would eliminate the security transportation costs, the cost of the special container bins used
in the incineration process and, of course, the actual cost of incineration. | therefore
recommended that the Commissioner of Currency approve the new cancelling methodology
and that the Currency Notes Rules be reviewed so that the Security Banknote Processing
Equipment can be utilised as a means of destroying currency notes.

The Commissioner of Currency informed me in October 2017 that it was his and the
Government’s intention to make the necessary amendments to the Currency Notes Rules to
enable currency notes to be destroyed by means of shredding as opposed to being destroyed
by fire. Additionally, the Commissioner said he would also be formally approving the new
cancelling methodology to have the notes shredded instead of cutting the currency notes in
half. | subsequently wrote to the Accountant General in mid-March 2018 enquiring if there
had been any developments on the matter. The Accountant General reported on 19 March
2018 that changes to the currency legislation had been drafted and were pending
Government approval, additionally a ‘procedures manual’ had been finalised which she
would be submitting to me prior to implementation; she added that she was awaiting
feedback from the Department of the Environment regarding the possible recycling of the
currency notes after these had been shredded.

| wrote a number of times to the Commissioner for Currency enquiring if there had been any
developments on the matter; however, despite my reminders, at the close of this report there
had been no reply from the Commissioner for Currency. The cost of destroying currency
notes over the last six financial years ending in March 2020, amounted to £15,808; these are
costs which could easily have been avoided if the pertinent changes to the procedures and
legislation governing the cancelling and destruction of currency notes had been amended in
good time.

General Sinking Fund - The balance in the General Sinking Fund at the end of the financial
year 2016-17 stood at £5.21m, an increase of £3.48m compared to the year-end position of
£1.73m in 2015-16. At the end of the financial year 2017-18 the balance in the General
Sinking Fund stood at £8.76m, a year-on-year increase of £3.55m compared to the position
in the previous year-end. The revenue received by the Fund, consisted of a contribution from
Consolidated Fund Charges, amounting to £10.00m in both financial years 2016-17 and
2017-18. Expenditure from the Fund, in respect of public debt interest totalled £6.52m at the
end of the financial year 2016-17 and £6.44m at the end of the financial year 2017-18.

Savings Bank Fund - The return on investments income for the year ended 31 March 2017
amounted to £47.00m, a year-on-year increase of £2.27m compared against £44.73m
received in the previous financial year. The return on investments income for the year ended
31 March 2018 amounted to £50.10m, a further year-on-year increase of £3.10m. Similarly,
interest paid during the financial year 2016-17 totalled £39.96m compared to £36.93m during
the previous financial year. The interest paid during the financial year 2017-18 totalled
£42.62m. Other expenditure during 2016-17 included: £0.41m in respect of the cost of the
new banking platform and annual licence fees; and £0.07m in connection with bank
expansion costs, which included payments relating to information technology support
services. During the subsequent financial year 2017-18, costs relating to the new banking
platform and annual licence fees amounted to £0.21m, whilst bank expansion costs totalled
£0.02m.

The net income from the operations of the Gibraltar Savings Bank during the financial year
ended 31 March 2017 was £6.21m, compared to a net income of £6.76m during the previous
financial year and £6.70m in 2017-18.
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On 31 March 2017, the deposits of the bank, excluding £3.41m of accrued interest, stood at
£1,323.63m, an increase of £336.53m compared to the previous year’s total deposits
amounting to £987.10m. On 31 March 2018, the deposits of the bank, excluding £3.51m of
accrued interest, amounted to £1,336.88m.

As | mentioned in paragraph 2.13.20 of this report, the Savings Bank Fund held the sum of
£12.00m of the currency notes in circulation as at 31 March 2017 and at the end of the
financial year 2017-18 in the Treasury Department’s vault. At the end of the previous financial
year 2015-16, the Savings Bank Fund held £9.00m of the currency notes in circulation in the
Treasury Department’s vault.

The level of non-Government deposits at the end of the year 2016-17 increased by £106.96m
to £1,016.44m compared to the balance held at the end of the previous year of £909.48m.
Non-Government deposits further increased by £158.89m to £1,175.33m as at 31 March
2018. The increase of £106.96m during 2016-17 was mainly as a result of an increase in
Gibraltar Savings Bank debentures; while the increase of £158.89m in 2017-18 was largely
as a result of an increase in both Gibraltar Savings Bank debentures and Superannuation
Fund bonds.

Government deposits on 31 March 2017 stood at £307.19m, an increase of £229.57m
compared against the balance held at the end of the previous financial year amounting to
£77.62m. At the end of financial year 2017-18 Government deposits decreased by £145.64m
to £161.55m reflecting a decrease in Government Liquid Reserves held by the Gibraltar
Savings Bank. On-Call Investments accounts under Government Deposits include the
£12.00m of cash safekeeping deposits, previously mentioned in paragraph 2.13.20, that
does not generate interest.

There was a net capital gain on the Fund’s investments amounting to £0.07m, compared to
a net capital gain of £0.03m in the previous financial year and a net capital loss of £1.61m in
2017-18.

Figure 9 shows the comparable position of the Gibraltar Savings Bank investments (at the
year-end) during the period 2016-17 to 2021-22. As can be seen, there has been a decrease
in the investments held by the Gibraltar Savings Bank with the Crown Agents in recent years,
although there was further investment in this sector in 2021-22. Whilst conversely, there has
been an increase in investments in the Government of Gibraltar and Government-owned
companies/corporations during the same period.

Figure 9
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Gibraltar Savings Bank Investments 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22

Crown Agents 268.06m 247.59m 242.70m 157.48m 154.96m 190.78m
Government of Gibraltar (Public Debt) 251.44m 251.44m 251.44m 326.68m 376.78m 376.83m
Government-owned Companies & Corporations 486.60m 486.60m 495.89m 547.89m 552.17m 557.22m
Other Banks * 300.36m 339.15m 400.29m 290.31m 369.32m 396.80m
Bank of England 40.55m 40.66m 40.89m 41.14m 41.15m 41.18m
Total Investments 1,347.01m 1,365.44m 1,431.21m | 1,363.50m | 1,494.38m | 1,562.81m

* Includes investments held with the Gibraltar International Bank, which is a partly-owned Government bank.

2.13.37

2.13.38

On 30 March 2022, Credit Finance Company Limited, a company in which the Gibraltar
Savings Bank presently has one ordinary share (£1), declared an interim dividend of £5.00m
payable with effect from 30 March 2022. The dividend was declared to the Gibraltar Savings
Bank and the Gibraltar Development Corporation, being the two shareholders of all of the
thirty million ordinary shares in Credit Finance Company Limited, in the proportion of their
paid-up shares, i.e. the Gibraltar Savings Bank - 1 ordinary share; and the Gibraltar
Development Corporation - 29,999,999 ordinary shares. As a result, the Gibraltar Savings
Bank received 17 pence and the Gibraltar Development Corporation, though due to have
received £4,999,999.83, nevertheless waived the right to this dividend and directed that it be
paid to the Gibraltar Savings Bank. It is pertinent to point out that on 11 March 2022, Credit
Finance Company Limited resolved that it would issue on 1 February 2022 a 3-year
debenture of £5.00m, bearing interest at 4.5% per annum, that was purchased by the
Gibraltar Savings Bank.

If the Gibraltar Savings Bank had not received the £4,999,999.83 dividend from Credit
Finance Company Limited, the Income and Expenditure Account would have reflected a net
operating surplus of £0.88m instead of the final £5.88m surplus shown in the Income and
Expenditure Account for the financial year 2021-22. | have to report that a similar transaction
occurred in the financial year 2020-21 when Credit Finance Company Limited declared an
interim dividend of £3.75m payable to the Gibraltar Development Corporation and the
Corporation waived the right to this dividend and directed that it be paid to the Gibraltar
Savings Bank, being at the time the shareholder of the £9.25m redeemable preference
shares in Credit Finance Company Limited. Also, in the financial year 2018-19, when Credit
Finance Company Limited declared an interim dividend of £9.25m payable to the Gibraltar
Development Corporation, the Corporation similarly waived the right to this dividend directing
that the dividend be paid to the Gibraltar Savings Bank. Credit Finance Company Limited
resolved that the dividend be paid in specie in the form of a debenture issued on 1 March
2019 by Credit Finance Company Limited to the Gibraltar Savings Bank, being at the time
the shareholder of the £400m redeemable preference shares in Credit Finance Company
Limited. Figure 10 summarises the net operating results in the last four financial years and
highlights the different operating results that would have occurred if there had been no ‘GDC-
waived’ dividends, or dividends received from ordinary shares held by the Gibraltar Savings
Bank in other related parties.

Figure 10
£ million 2018-19 2019-20 2020-21 2021-22
Total Income £54.92 £48.27 £52.06 £55.40
Total Expenditure (£45.78) (£46.36) (£47.06) (£49.52)
Net Operating Surplus £9.14 £1.91 £5.00 £5.88
Less Related Party Dividends from Ordinary Shares (£0.75) (£1.80) (£1.00) (£2.50)
Net Operating Surplus after omitting

Related Party Dividends from Ordinary Shares £8.39 £0.11 £4.00 £3.38
Less ‘GDC-waived’ Dividends (£9.25) - (£3.75) (£5.00)
Net Operating Results (£0.86) £0.11 £0.25 (£1.62)

* This table does not include the investment income from related parties’ preference shares and debentures.
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2.13.39

2.13.40

2.13.41

2.13.42

2.13.43

Taking into consideration that the Gibraltar Savings Bank has in recent years increased the
level of its investments in Government of Gibraltar debentures and related Government-
owned companies and corporations’ debentures and shareholdings, there is the possibility
in my view, that related party transactions can give rise to significant changes in the
operational results of the Gibraltar Savings Bank. Nevertheless, as from the financial year
2020-21 related party transactions are disclosed in the Notes to the Accounts of the Gibraltar
Savings Bank.

The Gibraltar Savings Bank (Amendment) Act 2008, which came into operation on 24 July
2008, provides, 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 Bank 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. No transfers were made from the
bank’s Reserve Account to the Consolidated Fund during financial years 2016-17 and 2017-
18. The reserves at the end of the financial year 2016-17 stood at £32.11m reflecting an
increase of £6.28m compared to the position at the end of the previous financial year of
£25.83m. While the reserves as at 31 March 2018 further increased by £5.09m to £37.20m.

On 21 October 2021, | wrote to the Director of the Gibraltar Savings Bank in connection with
the audit of the financial statements of the Gibraltar Savings Bank, enquiring to know what
was the investment policy of the Bank. The Director replied to me on the same day informing
me that the Gibraltar Savings Bank’s investment policy continues to be in lines with Section
11 of the Gibraltar Savings Bank Act. He also provided me with a copy of the latest [dated
20 March 2018] Investment Management Agreements with the Crown Agents in respect of
the Gibraltar Government investments.

| replied to the Director of the Gibraltar Savings Bank on 22 October 2021, informing him that
it was my belief that in terms of the investment policy of the Gibraltar Savings Bank, section
13A of the Gibraltar Savings Bank Act is more relevant than section 11, given that the latter
legal provision and those in sections 11C and 11D of the Gibraltar Savings Act simply state
that the moneys held in the ordinary accounts, investment call accounts, bonds and
debentures shall, as far as practicable, be invested on behalf of the Savings Bank, under the
direction of the Financial Secretary, in such securities or be employed at interest in such
manner as shall be approved from time to time by the Government. | explained that Section
13A is somewhat more specific in terms of investment policy, investment strategy and
investment objectives in that it states: (1) Notwithstanding any other provision of this Act, the
deposits in the Savings Bank and other moneys of the Savings Bank may be held in cash or
cash deposits. (2) In directing the investment of the Deposits in the Savings Bank, the
Financial Secretary shall take account of the maturity profile of such Deposits in the Savings
Bank and, where considered appropriate, match the maturity dates of investments against
the maturity dates of such deposits. (3) In directing investments of the deposits in the Savings
Bank in accordance with section 13A(2) preference shall be given to investments that will
maximise the social and economic development of the community in furtherance of the
objectives provided for in Section 4. Nevertheless, | insisted to the Director of the Gibraltar
Savings Bank that | still required to learn what is the risk policy within the Gibraltar Savings
Bank’s investment strategy and any investment restrictions there might be in place, other
than those investments managed by the Crown Agents.

In his reply dated 25 October 2021, the Director of the Gibraltar Savings Bank explained that
in regard to the risk options of investments, that are not managed by the Crown Agents, the
Gibraltar Savings Bank opts for a no risk or low risk options. The Director added that whilst
the Gibraltar Savings Bank (as directed by the Financial Secretary) is extremely selective on
which investments it opts for it does not have any set restrictions aside from not opting for
high risk investments.
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2.13.44

2.13.45

2.13.46

2.13.47

On the same day | replied to the Director of the Gibraltar Savings Bank, informing him that |
did not consider his reply to be very explicit as it did not outline what the Bank considers to
be no/low risk investments and by contrast, high risk investments. | added that his response
together with his previous reply on the investment policy of the Gibraltar Savings Bank, where
he explained that this continues to be in lines with the Gibraltar Savings Bank Act, lead me
to think that the overall investment policy of the Bank is not properly outlined and documented
as indeed | considered it should be. | therefore requested the Director to confirm if the
Gibraltar Savings Bank had a document defining what is its investment policy. | further added
that if not, then did he not agree that aside from what is contained in the legislation, good
practice prescribes that the investment policy outlining who is authorised to invest, sell,
reinvest the proceeds of sales; what are the objectives when investing; the investment
guidelines on which instruments to invest, etc. should be properly documented.

The Director of the Gibraltar Savings Bank immediately replied to me on the same day,
explaining that the bank considers each investment opportunity that may present itself and
then based on the information it has, determines if the investment opportunity presents a low
or a high risk. The Director said there were a number of factors which could result in an
investment opportunity being high risk, as could be information being provided to the Bank,
expected return, etc. The Director disagreed with my view that the overall investment policy
of the Bank was not properly outlined and documented. In his opinion the investment policy
is clearly outlined and the Gibraltar Savings Bank (as directed by the Financial Secretary)
does not entertain or consider high risk investments or ‘puts all its eggs in one basket’ so to
speak. The Director confirmed that the Gibraltar Savings Bank does not have a defining
document to allow some element of flexibility when it comes to investing. The Director of the
Gibraltar Savings Bank said he would discuss with the Financial Secretary whether a
document defining the various areas of an investment policy should be issued.

On 27 October 2022, | wrote to the Financial Secretary in his capacity as previous Director
of the Gibraltar Savings Bank, highlighting that | had not received [after a year since my last
correspondence] any further communication from him informing me of the previous Financial
Secretary’s decision regarding the need for the Gibraltar Savings Bank to have a
documented investment policy. | questioned what had been the decision of the then Financial
Secretary. | reiterated that | was still firmly of the view that the Gibraltar Savings Bank should
have a formally documented investment policy in accordance with best practice. | added that
| did not consider the reason he had provided, i.e. ‘to allow some element of flexibility when
it comes to investing’ to be a good reason for not documenting the Bank’s overall investment
policy. | suggested that if allowing for certain flexibility was an important consideration for
him, then perhaps provision for exercising some flexibility could be incorporated in a
documented policy so long as it is largely within the defined investment policies outlined in
such a document. The Financial Secretary replied on the same day explaining that the matter
had not been concluded with his predecessor and no firm decision was taken on the
approach of the investment policy at the time, unfortunately other matters took precedence,
and the Gibraltar Savings Bank investment policy was not discussed in detail. The Financial
Secretary further stated that as this issue had been raised during his time as Director of the
Gibraltar Savings Bank he was committed to looking into the matter further. He concluded
by saying that he would work together with the current acting Director of the Gibraltar Savings
Bank to prepare an investment policy for the Bank.

On 23 October 2023, | wrote to the acting Director of the Gibraltar Savings Bank, questioning
whether a documented investment policy for the Gibraltar Savings Bank had been prepared
and if so, could the policy document be forwarded to me. The acting Director confirmed to
me on 24 October 2023 that the draft [Gibraltar Savings Bank investment policy] was still
pending discussion. She explained that there had been a multitude of pressing matters since
the beginning of the year, but she assured me that the matter would be addressed as
promised.
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2.13.48 Section 12 of the Gibraltar Savings Bank Act, prescribes that | audit the annual accounts of
the Gibraltar Savings Bank and that the accounts, once audited and certified, be laid before
the Minister with responsibility for the Gibraltar Savings Bank not later than the 315t day of
October ensuing in every year (prior to the financial year 2018-19, the statutory deadline for
submitting the audited accounts of the Gibraltar Savings Bank was 315t August); and
published in the Gibraltar Gazette. Figure 11 depicts the dates that the accounts of the
Gibraltar Savings Bank were gazetted in the last 16 years, showing the time taken to publish
the accounts after these have been audited and submitted to the Minister:
Figure 11
Financial Date of Audit Date the Accounts Time taken to Gazette
Year Certificate on of the GSB were  the Accounts of the GSB
GSB Accounts Gazetted
2007-08 14 August 2008 18 September 2008 1 month, 4 days
2008-09 21 August 2009 1 October 2009 1 month, 10 days
2009-10 16 August 2010 21 October 2010 2 months, 5 days
2010-11 17 August 2011 29 September 2011 1 month, 12 days
2011-12 29 August 2012 3 October 2013 1 year, 1 month, 4 days
2012-13 30 August 2013 30 October 2014 1 year, 2 months
2013-14 27 August 2014 19 March 2015 6 months, 20 days
2014-15 28 August 2015 19 January 2017 1 year, 4 months, 22 days
2015-16 31 August 2016 28 March 2019 2 years, 6 months, 28 days
2016-17 31 August 2017 22 August 2019 1 year, 11 months, 22 days
2017-18 31 August 2018 22 August 2019 11 months, 22 days
2018-19* 31 October 2019  (not yet Gazetted) (over 4 years and ongoing)
2019-20 27 October 2020 (not yet Gazetted) (over 3 years and ongoing)
2020-21 29 October 2021  (not yet Gazetted) (over 2 years and ongoing)
2021-22 31 October 2022  (not yet Gazetted) (over 1 year and ongoing)
2022-23 31 October 2023  (not yet Gazetted) (2 months and ongoing)
* As from the financial year 2018-19, the statutory deadline for submitting the audited accounts of the Gibraltar Savings Bank
was changed to 315 October, previously the statutory deadline had been 315 August.
As can be seen in Figure 11, there has been considerable delay in recent years in the time
taken to publish (and make public) in the gazette the audited accounts of the Gibraltar
Savings Bank. The average time taken to publish these accounts during the last 11 years
has been 1 year and 9 months. However, the greatest delay in publishing the Gibraltar
Savings Bank accounts has been those for the financial year 2018-19, which, as at the date
of this report, had still not been gazetted after having been submitted to the Minister over 4
years ago, which is an excessively prolonged time for the Government to place these
accounts in the public domain. | wrote to the Accountant General on 19 January 2023,
informing her that in my view, once the audit examination of the Gibraltar Savings Bank
accounts has been finalised and the accounts certified by me, the accounts should be
published in the Gazette immediately and without delay. In her reply to me, dated 28
September 2023, the acting Accountant General said she agreed with my comments and
that she was awaiting the Minister's approval to proceed with the publication of the
unpublished Gibraltar Savings Bank accounts.
2.13.49 It should be noted that when gazetted, the full set of audited Gibraltar Savings Bank accounts

are not published, but instead, solely the Income and Expenditure Account, the Deposits and
Withdrawals Account, the Balance Sheet and the Statement of Investments are gazetted.
The Notes to the Accounts, the Report of the Director of the Gibraltar Savings Bank and the
Audit Certificate together with the Audit Report on the Accounts are not published in the
Gibraltar Gazette even though these are an integral and indispensable part of any audited
financial statements. This means that the complete audited Gibraltar Savings Bank accounts
are never made public. | raised this matter with the Director of the Gibraltar Savings Bank
who informed me that the Minister responsible for the Savings Bank had said that the annual
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2.13.50

2.13.51

2.13.52

2.13.53

accounts of the Gibraltar Savings Bank are published in strict accordance with the provisions
of section 12 of the Gibraltar Savings Bank Act and as this legislation does not specify for
the aforementioned elements of the audited accounts to be gazetted, this is not done. |
informed the Director of the Gibraltar Savings Bank that, with respect, | considered this to be
a very simplistic view and interpretation of what requires to be published and that in my
opinion the full set of the Gibraltar Savings Bank audited accounts should be gazetted, as
otherwise there is no public disclosure on the accounts. | also informed the Director of the
Gibraltar Savings Bank that given the prominence that the Gibraltar Savings Bank has in the
public accounts of Gibraltar | was of the strong view that these accounts, once audited,
should be presented in Parliament as is the case with the public accounts of Gibraltar and
the accounts of all statutory authorities and agencies. This would ensure that the full set of
audited accounts of the Gibraltar Savings Bank are made more transparent and accessible
to the public in a timely manner. In order to ensure maximum public disclosure of the Gibraltar
Savings Bank accounts, | have decided to include a copy of the full set of the bank’s
accounts, which includes the elements that are never published as previously mentioned, in
respect of the financial years 2018-19, 2019-20, 2020-21, 2021-22 and 2022-23 which have
still not been gazetted; these are contained in Appendices A to E at the end of Part 2 of
this report, see pages 61 to 143.

Government Insurance Fund - In my last report | highlighted that following a Government
decision to self-insure, provision had been made during the financial years 2014-15 to 2017-
18 for annual contributions to be made from the Consolidated Fund to the Government
Insurance Fund (Head 1 Treasury, Subhead 2 Other Charges — (15) Government Insurance
Fund). | further reported that the annual contributions to the Government Insurance Fund
had, nonetheless, never materialised inasmuch as these contributions and the corresponding
insurance claims disbursements had instead been accounted for through a Deposit Account
(suspense account). During the 4-year period annual approved funds totalling £2.45m were
allocated to the deposit account from which insurance claims totalling £1.30m were paid out
during the same period, pending the establishment of the Government Insurance Fund.
Moreover, during the financial year 2018-19, a further sum of £0.60m was allocated to the
Deposit Account and £0.30m of insurance claims paid therefrom. | had informed the acting
Accountant General in May 2018 that | considered the way these transactions had been
accounted for, via a deposit account, to be improper, as these transactions were evidently
not fully disclosed in the public accounts of Gibraltar. At the time | finalised my report on 14
January 2019, | reported that the Government Insurance Fund had not yet been established
as a Special Fund.

However, soon after my report was laid in Parliament on 30 May 2019, the Government
established the Government Insurance Fund, pursuant to section 18(3) of the Public Finance
(Control and Audit) Act, on 13 June 2019. This special fund provides for any benefits payable
in respect of death in-service of public sector employees and for the settlement of any other
claims and related expenditure for which the Government may self-insure.

| wrote to the Accountant General on 29 July 2019, drawing attention to the fact that when
the Government Insurance Fund had been established, no regulations of this special fund
had been enacted in accordance with section 19(1) of the Public Finance (Control and Audit)
Act. | explained to the Accountant General, and subsequently to the Financial Secretary, that
regulations were necessary in order to outline specifically: the purpose of the Fund; what
constitutes the revenue and expenditure of the Fund; and establish the Controlling Officer of
the Fund. | have to report that despite a number of reminders to the Financial Secretary and
Accountant General | received no reply as to whether Government has the intention to enact
Government Insurance Fund Regulations.

Quite separately, | further wrote to the Accountant General on 3 April 2020, highlighting that
there were a number of pending issues relating to death-in-service payments that are
chargeable to the Government Insurance Fund which require a Government policy decision
on their treatment. The issues where a policy decision is needed, entail: whether employees
over the age of 60 years are covered under the Government Insurance Fund scheme;
whether employees who retire before age 60 are covered under the scheme until they attain
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60 years of age; what is the treatment of death-in-service payments in respect of contract
officers who die in-service; are employees on non-final salary pension conditions who also
do not contribute towards a contributory pension scheme entitled to death-in-service
payments, and if so, what is the criteria used to make payment; are employees on non-final
salary pension conditions who similarly do not contribute towards a contributory pension
scheme, but yet had employer’s contributions made to a contributory pension scheme
entitled to death-in-service payments. | also pointed out to the Accountant General that there
are no written guidelines or rules on the part of Government -as employer- governing death
in-service payments, thus making it difficult for public officers to know what is their
entitlement.

Gibraltar Government Lottery

2141

2.14.2

2143

2144

2145

The Gibraltar Government Lottery account for the financial year 2016-17 showed a surplus
of £0.59m on the year’s operations against the estimated surplus of £0.08m and the previous
financial year’s surplus of £0.74m. The financial year 2017-18 similarly showed a surplus of
£0.51m against the estimated surplus of £0.09m.

The actual net proceeds on the sale of lottery tickets during the financial year 2016-17 was
£5.49m, an increase of £1.39m (33.9%) compared against the estimate for the year of
£4.10m, and a rise of £0.05m (0.9%) compared to the previous financial year’s net proceeds
amounting to £5.44m. In the financial year 2017-18, the actual net proceeds on the sale of
lottery tickets amounted to £5.69m, an increase of £1.59m (38.8%) compared against the
estimate for the year of £4.10m, and a rise of £0.20m (3.6%) compared to the previous
financial year’s net proceeds.

Prizes unclaimed and minor prizes on returned tickets from the previous year’s lottery draws
allocated during the financial year 2016-17 amounting to £100k, were less than the year’s
estimate of £200k by £100k (50.0%), and decreased by £156k (60.9%) against the previous
financial year’s comparative figure of £256k. In the financial year 2017-18, prizes unclaimed
and minor prizes on returned tickets from the previous year’s lottery draws amounted to £96k,
reflecting a decrease of £104k (52.0%) when compared to the year’s estimate of £200k; and
also a decrease of £4k (4.0%) against the previous year’s comparative figure of £100k.

Unsold tickets in respect of lottery draws held in the financial year 2016-17 accounted for
10.1% of overall lottery tickets available for sale; whilst unsold tickets relating to lottery draws
held during 2017-18 represented 8.2% of overall lottery tickets available for sale. Figure 12
depicts the value of unsold lottery tickets against the value of overall lottery tickets on sale,
over the last seven years.

Figure 12
Value of Overall Value of Unsold
. . Value of Unsold - Lottery Tickets as %
Financial Year . Lottery Tickets
Lottery Tickets . of Overall Lottery
available for Sale .
Tickets on Sale
2011-12 £1,202,291 £6,100,000 19.7%
2012-13 £1,141,652 £6,100,000 18.7%
2013-14 £892,629 £6,100,000 14.6%
2014-15 £774,448 £6,100,000 12.7%
2015-16 £660,512 £6,100,000 10.8%
2016-17 £614,493 £6,100,000 10.1%
2017-18 £507,189 £6,200,000 8.2%

Prizes on returned lottery tickets resulted in winnings by Government of 10.3% of total major
prizes during the financial year 2016-17; whilst the prizes on returned lottery tickets during
the financial year 2017-18 resulted in winnings by Government of 6.3%. Figure 13 shows the
value of prizes on returned lottery tickets against the value of total major lottery prizes, over
the last seven years.
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Figure 13

Prizes on Total Value of Prizes on Returned
Financial Year Returned Lottery Major Lottery Tickets as % of Total
Tickets Prizes Major Lottery Prizes

2011-12 £929,500 £3,522,500 26.4%
2012-13 £654,000 £3,522,500 18.6%
2013-14 £421,500 £3,522,500 12.0%
2014-15 £506,500 £3,522,500 14.4%
2015-16 £453,000 £3,522,500 12.9%
2016-17 £362,500 £3,522,500 10.3%
2017-18 £225,500 £3,572,500 6.3%

Public Debt

2.15.1

2.15.2

2.15.3

Section 3(1) of the Public Finance (Borrowing Powers) Act 2008 provides, inter alia, for the
Government to borrow any sum or sums of money provided that it shall not draw down or
incur any additional public debt that will cause:

(i) the Net Public Debt after such borrowing or drawing to exceed the higher of £300m or
40% of Gibraltar's Gross Domestic Product; or

(i) the Annual Debt Service Ratio to exceed 8%.

The definition of “Net Public Debt” under the Public Finance (Borrowing Powers) Act 2008,
is the Aggregate Public Debt less the Government’s Cash Reserves; whilst “Aggregate
Public Debt” means the total amount of (Gross) Public Debt owing by the Government less
any amount held in any sinking fund established by the Financial Secretary to provide for the
repayment of such Public Debt.

The Public Debt of Gibraltar stood at £447.70m on 31 March 2017 and on 31 March 2018,
representing no change in the level of public debt from the position on 31 March 2016. The
Net Public Debt stood at £314.88m on 31 March 2017 compared to £340.99m as at the end
of the previous financial year. On 31 March 2018 this stood at £318.78m. During financial
years 2016-17 and 2017-18 there was no Government borrowing and no repayment of loans
or redemption of debentures.

Figure 14 depicts the year-end level of public debt in respect of the last seven financial years:
Figure 14
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2.15.4 Figure 15 shows the public debt movement during the financial year 2016-17:

Figure 15
Public Debt as at 1 April 2016 £447,700,000

Borrowing during the year -

Redemptions and Repayments during the year -

Public Debt as at 31 March 2017 £447,700,000

Represented by:-

Commercial Borrowing:

= Barclays Bank PLC £150,000,000 33.5%
= NatWest Offshore Limited £50,000,000 11.2%
Debentures:

. i - i st
Sg}/jrnment of Gibraltar - Registered Debentures 1 September £100,000,000 22.3%
= Government of Gibraltar - Monthly Income Registered Debentures

1st October 2014 £147,700,000 33.0%

£447,700,000

2.15.5 Figure 16 shows the public debt movement during the financial year 2017-18:
Figure 16
Public Debt as at 1 April 2017 £447,700,000

Borrowing during the year -

Redemptions and Repayments during the year -

Public Debt as at 31 March 2018 £447,700,000

Represented by:-

Commercial Borrowing:

= Barclays Bank PLC £150,000,000 33.5%
= NatWest Offshore Limited £50,000,000 11.2%
Debentures:

- i - i st
Sg}/jrnment of Gibraltar - Registered Debentures 1t September £100,000,000 22.3%
= Government of Gibraltar - Monthly Income Registered Debentures

1st October 2014 £147,700,000 33.0%

£447,700,000

Loans issued by the Government of Gibraltar

2.16.1 Improvement and Development Fund (I&DF) - There were no new loans issued by the
I&DF in the financial year 2016-17. Of the five loans in place at the beginning of the year,
four loans were keeping to repayments in accordance with their respective agreements.

2.16.2 The other remaining loan, issued to Inverrigan Limited on 16 January 2003 amounting to

£48,000, continued to be in default of its loan agreement at the beginning of the financial
year up until mid-November 2016. The total debt as at 10 November 2016 was £81,093;
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2.16.3

made up of £48,000 in respect of capital, £12,907 relating to the loan agreement interest and
£20,186 in connection with default interest. It was established, from correspondence
between the Financial Secretary and the acting Accountant General in November 2016, that
the Financial Secretary had contacted the Director and Shareholder of Inverrigan Limited
around that time to remind him that the company needed to repay the loan and interest
payments. At the meeting, the Director of Inverrigan Limited replied that he had not been
chased on the debt and he had forgotten all about it until the matter had been raised around
that time in Parliament. After the Financial Secretary discussed the matter with the Director,
the latter agreed to repay the loan sum. However, given the lack of chasing there had been
to recover the loan, the Financial Secretary felt that it was unfair for the company to pay
either the loan interest or the interest that had accrued on default of the company meeting
the repayment of the loan. He therefore determined that the company should settle the
interest outstanding by the payment of £7,000 (around half of the loan interest due) and that
the balance of loan interest and default interest be written-off. On 11 November 2016,
Inverrigan Limited repaid the loan of £48,000 in full, plus the sum of £7,000 in respect of loan
interest. The remaining balance of interest outstanding as at 11 November 2016 totalling
£26,093, made up of £5,907 in respect of loan interest and £20,186 in respect of default
interest, was written-off on 16 February 2017.

There were similarly no new loans issued by the I1&DF in the financial year 2017-18. Of the
four loans in place as at 1 April 2017, one loan (that issued to Gibraltar Chronicle Printing
Limited) was fully repaid on 26 September 2017. The three remaining loans were keeping to
repayments in accordance with their respective agreements at the financial year-end.

Losses of Cash and Stores Written-off and Claims Abandoned

2171

217.2

2.17.3

| hereunder provide the reasons for the major write-offs of abandoned claims and cash losses
during the financial years 2016-17 and 2017-18, which in my opinion merited an explanation.

Treasury — General Rates and Salt Water Charges - During the financial year 2016-17 the
Financial Secretary authorised the write-off of the total sum of £39,262 in respect of General
Rates and Salt Water Charges, comprised of £10,376 in Rates and £28,886 in respect of
penalties as detailed hereunder:

e General Rates and Salt Water Charges totalling £10,339 due by 3 not-for-profit
organisations and £37 due by 2 inactive accounts belonging to one not-for-profit
organisation were written off due to the retrospective application of a rates exemption
under Section 282 of the Public Health Act;

e Penalties totalling £4,636 due by 15 companies and 1 not-for profit organisation after all
outstanding General Rates and Salt Water Charges had been paid;

¢ Penalties amounting to £15,299 owed by 23 individuals after all General Rates and Salt
Water Charges arrears had been paid;

e Penalties amounting to £586 owed by 3 inactive accounts pertaining to individuals after
all General Rates and Salt Water Charges arrears had been paid; and

¢ Penalties amounting to £8,365 owed by 4 inactive companies after all General Rates
and Salt Water Charges arrears had been paid.

There were no write-offs authorised by the Financial Secretary during the financial year 2017-
18 in respect of General Rates and Salt Water Charges.

Treasury — Loans Issued by the Improvement and Development Fund - As mentioned
in paragraph 2.16.2 of this report, following the full repayment of the loan of £48,000 by
Inverrigan Limited on 11 November 2016, in addition to a sum of £7,000 in respect of loan
interest, the remaining sum of £26,093, made up of £5,907 in respect of loan interest and
£20,186 in respect of default interest, was approved for write-off by the Financial Secretary
on 16 February 2017.
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2174

217.5

2.17.6

Gibraltar Electricity Authority — Outstanding Electricity Bills - In the financial year 2016-
17, the sum of £30,559 was authorised by the Financial Secretary to be written-off in respect
of outstanding electricity bills owed by 25 companies that were either liquidated or struck-off
by the Registrar of Companies, most of which had been outstanding for over six years

Housing Works Agency — Deficiency of Stores - A total of £23,177 was authorised to be
written-off by the Financial Secretary during the financial year 2016-17 in respect of
deficiencies found in the Housing Works Agency (HWA) stores. These deficiencies have
come to light from thorough and specific stock checks conducted on a weekly basis and are
mainly as a result of the disorganised and swift transfer of the stores in 2011 from the
Buildings and Works Department to the HWA in order to avoid disruptions to the HWA'’s
productivity levels.

Housing - Administration — House Rents Arrears - On 17 October 2017, the Financial
Secretary gave his approval to write-off the sum of £1,243 in respect of House Rents arrears
owing from one tenant, dating back to a three-year period ending in October 2003, whose
previous government dwelling was severely affected by rising dampness and a lack of
ventilation.

Arrears of Revenue

2181

2.18.2

2.18.3

2184

General - Total arrears of revenue due to Government on 31 March 2017 stood at £47.19m,
a decrease of £7.33m compared to £54.52m at the end of the previous financial year.

As at 31 March 2018, the total arrears due to Government had further decreased by £4.44m
to £42.75.

Figure 17 shows the comparable position of quantifiable debts at the year-end owed to
Government over the last seven financial years:

Figure 17
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The total arrears figure shown for the financial year 2014-15 in Figure 17 has been restated
to comparably reflect the revised policy of the Gibraltar Electricity Authority of only
recognising commercial works debts when the works have commenced and there is related
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expenditure incurred. Additionally, the arrears totals for the financial years 2012-13 to 2015-
16 have been amended to reflect the removal of Fines and Forfeitures included in previous
charts depicting the comparable position of quantifiable debts owed to Government. The
Accountant General agreed that Fines and Forfeitures should not be classified as arrears of
revenue and are not reportable under a return of arrears of revenue after the Chief Justice
recommended that outstanding fines and forfeitures did not constitute arrears of revenue
since they are not a revenue-raising mechanism but rather exclusively part of the judicial
process, see paragraph 2.18.10 of this report.

2.18.5 The overall decrease in arrears of revenue of £7.33m as at 31 March 2017 compared to the
previous year-end was mainly as a result of year-on-year increases and decreases in the
following arrears of revenue:

Figure 18

Increase in Arrears of Revenue Amount Decrease in Arrears of Revenue Amount
General Rates and Salt Water Charges £0.80m Income Tax £3.25m
Other Receipts (Hospital Fees) £0.50m Company Tax £3.63m
Tonnage Dues £0.21m Sale of Electricity to Consumers £1.10m
Scholarship Fees - Reimbursements £0.12m House Rents £0.47m
Bunkering Charges £0.10m Commercial Works (Gib Electricity Authority) £0.35m
Berthing Charges £0.06m Ground and Sundry Rents £0.20m
Gambling Charges and Fees £0.05m Airport Departure Tax £0.09m
Tourist Sites Receipts £0.04m Fees and Concessions £0.05m
Hostel Fees £0.02m Import Duties £0.03m
Airport Landing Fees £0.03m

Port Arrival and Departure Tax £0.02m

Ship Registration Fees £0.02m

£1.90m £9.24m

2.18.6 The overall decrease in arrears of revenue of £4.44m as at 31 March 2018 compared to the
arrears position at the end of the previous financial year was mainly as a result of year-on-
year increases and decreases in the following arrears of revenue:

Figure 19

Increase in Arrears of Revenue Amount Decrease in Arrears of Revenue Amount
Commercial Works (Gib Electricity Authority) £0.71m Income Tax £2.95m
Other Receipts (Hospital Fees) £0.57m Company Tax £1.52m
Airport Departure Tax £0.26m Sale of Electricity to Consumers £0.73m
Scholarship Fees - Reimbursements £0.14m Tonnage Dues £0.25m
Airport Landing Fees £0.07m Ground and Sundry Rents £0.23m
Berthing Charges £0.06m General Rates and Salt Water Charges £0.22m
Gambling Charges and Fees £0.03m House Rents £0.21m
Tourist Sites Receipts £0.02m Bunkering Charges £0.08m
Residents Contributions (GHA - ERS) £0.02m Ship Registration Fees £0.07m
Hostel Fees £0.01m Postal Services Receipts £0.07m

£1.89m £6.33m

2.18.7 Arrears of Income Tax, Company Tax, General Rates and Salt Water Charges, Ground and
Sundry Rents and House Rents, as customary, are dealt with in Part 3 of this report, in
addition to Arrears of Scholarship Fees - Reimbursements which | have reported in more
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2.18.8

2.18.9

2.18.10

detail in Part 3. | hereunder provide information regarding arrears of revenue as at the end
of the financial years 2016-17 and 2017-18, which in my view deserved an explanation.

Arrears of Other Receipts - Arrears in respect of Other Receipts (Hospital Fees) increased
by £501,597 from £1,767,589 at the end of the previous financial year to £2,269,186 as at
31 March 2017 and by £573,802 to £2,842,988 as at 31 March 2018. The successive year-
on-year increases primarily relate to a debt owed by one patient amounting to £1,662,647
(73.3% of total arrears) as at 31 March 2017, which further escalated to £1,901,994 (66.9%
of total arrears) as at 31 March 2018. This patient was first billed in 2009 and the Gibraltar
Health Authority (GHA) has informed me that the patient’s debt, amounting to £1,967,957,
extends up to 7 July 2018 after which date the patient was transferred to the GHA Elderly
Residential Services, at which point invoicing by the GHA ceased.

The reasons provided to me by the GHA for the escalating arrears of Hospital Fees,
disregarding the aforementioned patient, was that most debtors do not reside in Gibraltar
and are uncontactable. | was informed that the GHA follow firm protocols in the recovery of
arrears and liaise with the Department of Health in England to adopt best practice procedures
in the recovery of Hospital Fees arrears. The GHA carried out a thorough exercise to contact
all debtors with outstanding arrears dating back to the 2007-08 financial year, with a view of
initiating recovery of their outstanding debts and also of determining irrecoverable debts. The
arrears exercise revealed total debts, amounting to £157,357, which are considered
irrecoverable. The GHA will be requesting approval from the Financial Secretary to write-off
these arrears of Hospital Fees which are deemed irrecoverable.

Arrears of Fines and Forfeitures - On 26 March 2019, | wrote to the Accountant General
informing him that as a consequence of a meeting held by the Chief Executive of the Gibraltar
Courts Service with senior managers of the Central Arrears Unit, where the Chief Justice
was also present, the latter expressed the view that fines imposed in the Magistrates’ and
Supreme Courts and which remain unpaid for a period of time are not Government arrears
of revenue but rather are one of the sentencing options available to the Courts over which
the administration has no input whatsoever. The Chief Justice further explained that as part
of the judicial process, the Courts need to consider the time scale over which a fine is to be
paid and upon application those periods can be extended. The enforcement of those fines is
undertaken in a number of ways and includes action by Court Bailiffs when so ordered by
the Court or more usually a period of imprisonment in default. In the latter case, upon serving
the prison sentence, the fine is extinguished. The Chief Justice further added that the
purpose of sentencing is to be found in section 479 (1) of the Criminal Procedure and
Evidence Act which, inter alia, includes the punishment of offenders and the reduction of
crime. The Chief Justice said it is not a revenue-raising mechanism but exclusively part of
the judicial process and as a matter of principle, not least because of the separation of
powers between the different arms of Government, it is wrong to categorise non-paid fines
as arrears of Government revenue. Nonetheless, once collected those fines do become
Government Revenue. The officials from the Central Arrears Unit agreed with the arguments
put forward by the Chief Justice and by the Chief Executive of the Gibraltar Courts Service.
| therefore proposed to the Accountant General that, considering the explanations of the
Chief Justice, | am of the view that unpaid fines and forfeitures should no longer be treated
as arrears of revenue for the purpose of including these outstanding amounts in the
Statement of Aggregate Arrears of Revenue in the Public Accounts of Gibraltar. | added that
in my opinion, we should solely include information on outstanding fines and forfeitures as a
footnote to this Statement but not as part of the main table encompassing all arrears of
revenue owed to Government at the year-end. Nevertheless, | was of the view that the
departmental Return of Arrears of Revenue should continue to be submitted by the Chief
Executive of the Gibraltar Courts Service, in accordance with Accounting Instructions, in
order to monitor the level of fines and forfeitures that are outstanding. On 10 June 2019, the
Accountant General informed me that after having reviewed the arguments put forward by
the Chief Justice and the Chief Executive of the Gibraltar Courts Service he was in
agreement with the proposal put forward.
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2.18.11

2.18.12

2.18.13

2.18.14

2.18.15

2.18.16

2.18.17

2.18.18

Arrears of Airport Departure Tax - Arrears due in respect of Airport Departure Tax as at
31 March 2017 decreased by £94,035 to £248,420 from the previous financial year-end
arrears of £342,455. The year-on-year arrears as at 31 March 2018, however, increased
substantially by £259,628 to £508,048 due primarily to a sum of £248,020 owing by Monarch
Airlines that stopped operations on 2 October 2017 as a result of becoming insolvent. The
arrears owing as at 31 March 2018 also include the sum of £62,220 due by Andalus Airlines
in respect of the period July 2009 to March 2010. The arrears owed by these carriers were
subsequently written-off by the Financial Secretary on 12 April 2022.

Arrears of Fees and Concessions - Arrears due in connection with Fees and Concessions
decreased during the year by £51,366 to £55,665 as at 31 March 2017. As at 31 March 2018,
the level of arrears remained practically at the same level amounting to £55,149; these
arrears being mainly in respect of the financial year 2017-18 except for the sum of £400,
which dates back to 2006 and which is deemed irrecoverable, as the shop the arrears related
to ceased trading.

Arrears of Airport Landing Fees - There was a decrease in respect of Airport Landing Fees
arrears of £30,076 to £87,615 as at 31 March 2017, compared to the previous financial year-
end arrears position of £117,691. However, as at 31 March 2018, arrears increased by
£74,089 to £161,704, largely due to a sum of £64,193 owing by Monarch Airlines. The arrears
owing as at 31 March 2018 also include the sum of £27,139 due by Andalus Airlines in
respect of the period August 2009 to March 2010. The arrears owed by these carriers were
subsequently written-off by the Financial Secretary on 12 April 2022.

Arrears of Tourist Sites Receipts - The arrears of Tourist Sites Receipts as at 31 March
2017 increased year-on-year by £44,746 to £347,856 of which £120,638 had exceeded the
90-day credit period terms established by the Gibraltar Tourist Board and consisted of
outstanding invoices amounting to £117,885 and £2,753 owed by two companies. The former
sum was due within the financial year 2016-17 but the latter arrears debt was owed since 31
May 2014.

As from 1 April 2017, the Chief Executive (Environment) took over responsibility as Receiver
of Revenue for Tourist Sites Receipts from the Chief Executive Officer, Gibraltar Tourist
Board.

As at 31 March 2018, Tourist Sites Receipts arrears had increased by £23,577 to £371,433.
Of this sum, £108,780 had exceeded the 90-day credit period and was owed by the same
company who in previous years had been the highest debtor. The other company who had
previously owed £2,753 in excess of the credit period settled their historic debt on 8
September 2017.

Arrears of Postal Services Receipts - Revenue collected from Postal Services Receipts
consists of Postal, Franking and Bulk Mailing fees; E-Commerce fees; and Terminal Dues.
Arrears of Postal Services Receipts, as at 31 March 2017 decreased by £6,342 from
£108,379 in respect of the previous financial year to £102,037. These arrears consist of
amounts owing predominantly in respect of E-commerce fees (£96,529), and to a less extend
to Postal, Franking and Bulk Mailing fees (£5,507) but do not include Terminal Dues
outstanding. The position as at 31 March 2018 was that arrears had decreased by £70,115
to £31,922, made up of £19,751 in respect of Postal, Franking and Bulk Mailing fees; and
£12,171 relating to E-Commerce fees. Again, arrears outstanding as at 31 March 2018 do
not include Terminal Dues outstanding.

I must mention, that since the appointment of a new Director of Postal Services on 3 June
2019, Terminal Dues revenue is now being properly collected and, in turn, also rightfully
included in the annual return of arrears of revenue submitted by the Receiver of Revenue as
required under Accounting Instructions, something which previously with the previous
Director of Postal Services had not been undertaken since 31 March 2014, despite my
predecessor's and my own repeated requests for the submission of this information to the
Receiver of Revenue.
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2.18.19

2.18.20

2.18.21

2.18.22

2.18.23

2.18.24

2.18.25

2.18.26

In his first arrears of revenue return submitted as at 30 September 2019, the new Director of
Postal Services reported that there was a total of £87,399 outstanding in respect of Terminal
Dues. On 31 March 2020, the outstanding Terminal Dues arrears amounted to £53,218 of
which £25,499 had been recovered after the year-end.

Arrears of Tonnage Dues - Tonnage Dues arrears increased significantly from £286,098 at
the end of the previous financial year to £501,047 as at 31 March 2017. On enquiring from
the acting Finance Manager at the Gibraltar Port Authority the reasons for such a substantial
increase, she explained that of the sum of £501,047 owing at the end of 2016-17, £229,788
(45.9%) related to arrested vessels in British Gibraltar Territorial Waters by the Admiralty
Marshal. Tonnage Dues in respect of arrested vessels are not received by the Gibraltar Port
Authority until the vessels have been either released or sold. The outstanding tonnage dues,
amounting to £229,788, in respect of the arrested vessels was settled during the months of
April, May and August 2017 when the vessels were released/sold. The position as at 31
March 2018 was that arrears of Tonnage Dues had decreased by £253,826 to £247,221.

Arrears of Berthing Charges - There was a year-on-year increase in Berthing Charges as
at 31 March 2017 of £63,862 from £29,988 at the end of the previous year to £93,850. The
arrears as at 31 March 2018, further increased by £63,077 to £156,927. It should be noted,
however, that none of these arrears related to previous years; the arrears of £156,927
referred to the financial year 2017-18 and were repaid after the year-end.

Arrears of Bunkering Charges - Arrears of Bunkering Charges stood at £128,227 as at 31
March 2017, an increase of £100,227 from the position at the end of the previous financial
year. However, the arrears position decreased by £84,227 to £44,000 as at 31 March 2018;
however, these arrears referred entirely to the financial year 2017-18 and were also repaid
after the year-end.

Arrears of Ship Registration Fees - Arrears of Ship Registration Fees as at 31 March 2017
totalling £136,928 decreased year-on-year by £21,035. The position as at 31 March 2018
was that arrears had again decreased year-on-year by £70,974 to £65,954. As mentioned in
previous audit reports, the Maritime Administrator once again informed me that £23,505 of
the total debt was due by a company in liquidation and that a claim for the sum owed had
been lodged with the liquidator. The remaining balance of arrears of revenue referred entirely
to the financial year 2017-18 and were also repaid after the year-end.

Arrears of Sale of Electricity to Consumers - Arrears of Sale of Electricity to Consumers
decreased year-on-year by £1,103,568 from £8,549,296 to £7,445,728 as at 31 March 2017.
However, as the sum of £30,559 was written-off during the financial year, arrears of Electricity
Charges to Consumers effectively decreased year-on-year by £1,073,009. As at 31 March
2018, arrears of Sale of Electricity to Consumers had further decreased year-on-year by
£730,439 to £6,715,289.

Arrears of Commercial Works - Arrears of revenue in respect of works carried out by the
Gibraltar Electricity Authority to private and public entities stood at £185,170 as at 31 March
2017, a significant year-on-year decrease of £349,215. Arrears of Commercial Works as at
31 March 2018 further decreased by £60,318 to £124,852. However, most of the sums owed
as at 31 March 2018 were due by government companies, departments, authorities and
agencies which were settled during the subsequent financial year 2018-19.

Arrears of Non-Residents’ School Fees - Arrears due in respect of Non-Residents’ School
Fees as at 31 March 2017 stood at £98,028, a decrease of £2,080 from £100,108 at the end
of the previous financial year. The position as at 31 March 2018 was that arrears had further
decreased by £1,760 to £96,268. However, an examination of the debts owing to the
Department of Education showed that of the 25 non-resident debtors only one individual is
repaying the debt owing to the Government.
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Gibraltar Audit Office

THE CERTIFICATE OF THE PRINCIPAL AUDITOR TO THE
MINISTER WITH RESPONSIBILITY FOR PUBLIC FINANCE

[ certify that I have audited the financial statements of the Gibraltar Savings Bank
for the financial year ended 31 March 2019 in accordance with the provisions of
Section 12 of the Gibraltar Savings Bank Act. These statements comprise the
Income and Expenditure Account, the Deposits and Withdrawals Account, the
Investment Adjustment Account, the Reserve Account, the Balance Sheet, the
Statement of Investments and the related notes. These financial statements have
been prepared using the cash receipts and disbursements basis of accounting, as
modified by the accounting policies set out within them.

Respective responsibilities of the Director of the Gibraltar Savings Bank
and the Principal Auditor

The Director of the Gibraltar Savings Bank is responsible for the preparation of
the financial statements and for being satisfied that they are properly presented.
The policy is to prepare the financial statements on the cash receipts and
disbursements basis, as modified by the accounting policies set out within them.
On the cash basis, revenue is recognised when received rather than when earned,
and expenses are recognised when paid rather than when incurred.

My responsibility is to audit, certify and report on the financial statements in
accordance with the provisions of Section 12 of the Gibraltar Savings Bank Act.
I have conducted my audit of the financial statements in accordance with
generally accepted government auditing standards.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the
financial statements sufficient to give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or error.
This includes an assessment of: whether the accounting policies are appropriate
to the Gibraltar Savings Bank’s circumstances and have been consistently
applied and adequately disclosed; and the overall presentation of the financial
statements. In addition, I read all the financial and non-financial information in
the Report of the Director of the Gibraltar Savings Bank to identify material
inconsistencies with the audited financial statements. If I become aware of any
apparent material misstatements or inconsistencies, I consider the implications
for my certificate.
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I am required to obtain evidence sufficient to give reasonable assurance that the
expenditure and income recorded in the financial statements have been applied
to the purposes intended by the Gibraltar Savings Bank Act and the financial
transactions recorded in the financial statements conform to the authorities that
govern them.

Opinion on regularity

In my opinion, in all material respects, the income and expenditure recorded in
the financial statements have been applied to the purposes intended by the
Gibraltar Savings Bank Act and the financial transactions recorded in the
financial statements conform to the authorities that govern them.

Opinion on financial statements

In my opinion, the financial statements properly present the revenue collected
and expenses paid, the deposits and withdrawals, the investment adjustment and
the reserve for the financial year ended 31 March 2019 and the assets and
liabilities as at the end of that period.

Opinion on other matters

In my opinion, the information given in the Report of the Director of the
Gibraltar Savings Bank is consistent with the financial statements.

Matters for which I report by exception

I have nothing to report in respect of the following matters, which I report to you
if, in my opinion:

e T have not received all of the information and explanations, which to the best
of my knowledge and belief were necessary for the purpose of the audit; or

e proper books of account have not been kept by the Gibraltar Savings Bank,
so far as appears from the examination of those books; or

e the Gibraltar Savings Bank has not discharged its financial duties and
obligations in accordance with the provisions of the Gibraltar Savings Bank
Act; or

e the financial statements are not in agreement with the accounting records.

Report

I have no observations to make on these financial statements.

A R Sacramento
Principal Auditor
Gibraltar Audit Office

31 October 2019
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Gibraltar Audit Office

THE CERTIFICATE OF THE PRINCIPAL AUDITOR TO THE
MINISTER WITH RESPONSIBILITY FOR PUBLIC FINANCE

I certify that I have audited the financial statements of the Gibraltar Savings Bank
for the financial year ended 31 March 2020 in accordance with the provisions of
Section 12 of the Gibraltar Savings Bank Act. These statements comprise the
Income and Expenditure Account, the Deposits and Withdrawals Account, the
Investment Adjustment Account, the Reserve Account, the Balance Sheet, the
Statement of Investments and the related notes. These financial statements have
been prepared using the cash receipts and disbursements basis of accounting, as
modified by the accounting policies set out within them.

Respective responsibilities of the Director of the Gibraltar Savings Bank
and the Principal Auditor

The Director of the Gibraltar Savings Bank is responsible for the preparation of
the financial statements and for being satisfied that they are properly presented.
The policy is to prepare the financial statements on the cash receipts and
disbursements basis, as modified by the accounting policies set out within them.
On the cash basis, revenue is recognised when received rather than when earned,
and expenses are recognised when paid rather than when incurred.

My responsibility is to audit, certify and report on the financial statements in
accordance with the provisions of Section 12 of the Gibraltar Savings Bank Act.
I have conducted my audit of the financial statements in accordance with
generally accepted government auditing standards.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the
financial statements sufficient to give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or error.
This includes an assessment of: whether the accounting policies are appropriate
to the Gibraltar Savings Bank’s circumstances and have been consistently
applied and adequately disclosed; and the overall presentation of the financial
statements. In addition, I read all the financial and non-financial information in
the Report of the Director of the Gibraltar Savings Bank to identify material
inconsistencies with the audited financial statements. If I become aware of any
apparent material misstatements or inconsistencies, I consider the implications
for my certificate.
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I am required to obtain evidence sufficient to give reasonable assurance that the
income and expenditure recorded in the financial statements have been applied
to the purposes intended by the Gibraltar Savings Bank Act and the financial
transactions recorded in the financial statements conform to the authorities that
govern them.

Opinion on regularity

In my opinion, in all material respects, the income and expenditure recorded in
the financial statements have been applied to the purposes intended by the
Gibraltar Savings Bank Act and the financial transactions recorded in the
financial statements conform to the authorities that govern them.

Opinion on financial statements

In my opinion, the financial statements properly present the revenue collected
and expenses paid, the deposits and withdrawals, the investment adjustment and
the reserve for the financial year ended 31 March 2020 and the assets and
liabilities as at the end of that period.

Opinion on other matters

In my opinion, the information given in the Report of the Director of the
Gibraltar Savings Bank is consistent with the financial statements.

Matters for which I report by exception

I have nothing to report in respect of the following matters, which I report to you
if, in my opinion:

e [ have not received all of the information and explanations, which to the best
of my knowledge and belief were necessary for the purpose of the audit; or

e proper books of account have not been kept by the Gibraltar Savings Bank,
so far as appears from the examination of those books; or

e the Gibraltar Savings Bank has not discharged its financial duties and
obligations in accordance with the provisions of the Gibraltar Savings Bank
Act; or

e the financial statements are not in agreement with the accounting records.

Report

I have no observations to make on these financial statements.

A R Sacramento
Principal Auditor
Gibraltar Audit Office

27 October 2020
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Gibraltar Savings Bank
Director’s Report on the Accounts for the Year Ended 31 March 2020

The Gibraltar Savings Bank is accounted for through a Government Special Fund - the
Savings Bank Fund.

Income during the year totalled £48.27 million and was comprised of £48.04 million from
return on investments and £0.23 million from early redemption charges and miscellaneous
receipts.

Net income during the year ended 31 March 2020 was £1.91 million, compared with a net
income of £9.14 million during the previous year. The Covid 19 pandemic had a significant
negative effect in the Fund’s investments, resulting in capital losses for the year of £1.05
million. The first six months of the year ending 31 March 2021 have seen the Fund’s
investments performance rebound positively with gains of £0.36 million.

Management charges for the year ending 31 March 2020 totalled £0.55m.

The net increase in reserves during the year was £0.86 million. The end of year reserves
stood at £45.64 million.

At the year-end, the deposits of the bank, excluding £3.57 million of accrued interest, stood
at £1,326.43 million. The previous year-end figure totalled £1,394.98 million. Deposits as at
31 March 2020 were made up as follows:

Deposits Previous
Year
Non-Government Deposits £'m £'m
Ordinary Deposits 96.1 92.9
On-Call Investment Accounts 4.7 7.6
Pensioners’ Monthly Income Debentures 104 11.8
Special Issue of Pensioners’ Monthly Income Debentures 01/01/22 313 31.8
Monthly Income Debentures 46.6 43.7
Special Issue of Monthly Income Debentures 2.2 2.3
3-Year Fixed Term Monthly Income Debentures 35.4 31.1
5-Year Fixed Term Monthly Income Debentures 414.2 516.8
10-Year Fixed Term Pensioners’ Monthly Income Debentures 404.2 288.9
10-Year Accumulator Bonds 5.4 55
10-Year Pensioner Accumulator Bonds 5.0 5.0
Children’s Bond 10.2 7.1
Other Debentures (Special Issues) 0.0 0.2
Gibraltar Provident Trust Fund Bonds 8.1 8.0
Guaranteed Superannuation Fund Bond 179.5 172.4
1,253.3 1,225.1
Government Deposits
On-Call Investment Accounts 73.1 169.8
1,326.4 1,394.9
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Non-Government Deposits stood at £1,253.3 million. This represents an increase of £28.2
million over the previous year and is as a result of the Gibraltar Savings Bank operations.
Government deposits in the Gibraltar Savings Bank were down by 56.9% due to a decrease in

the level of Government Liquid Reserves held by the bank.

The following is a summary of interest rates payable to depositors by the bank during the

period 1 April 2019 to 31 March 2020:-

__dfdinary Deposits

0.5 per cent per annum

Monthly Income Debentures

1 or 2 per cent per annum

Pensioners’ Monthly Income Debentures

2 per cent per annum

3-Year Fixed Term Pensioners’ Monthly Income Debentures

3 per cent per annum

3-Year Fixed Term Monthly Income Debentures

2 or 2.5 per cent per annum

5-Year Fixed Term Pensioners’ Monthly Income Debentures

4 or 5 per cent per annum

5-Year Fixed Term Monthly Income Debentures

3,4 or 5 per cent per annum

10-Year Fixed Term Pensioners’ Monthly Income Debentures

5 per cent per annum

Special Issue of Pensioners’ Monthly Income Debentures
01/01/22

2.5 per cent per annum

Children’s Bond

5 per cent per annum

Rates for the 10-Year Accumulator Bonds and the 10-Year Pensioner Accumulator Bonds are
dependent on when the Bond was issued. The interest on these Bonds is 2% for the first year
from the issue date and the interest rate increases by 1% per annum in each subsequent
year to reach a maximum interest rate of 11% per annum payable in the tenth year that the

investment is held.
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Gibraltar Savings Bank - Results During Last Six Years
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Reserves Net Income/Expenditure Investment Adjustments
OMar-15 19.04 7.89 0.04

OMar-16 25.83 6.76 0.03

HEMar-17 32.11 6.21 0.07

BMar-18 37.20 6.70 (1.61)

H Mar-19 44.78 9.14 (1.56)

H Mar-20 45.64 1.91 (1.05)

C Santos
Accountant General and Director, Gibraltar Savings Bank
26 October 2020
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SAVINGS BANK FUND
ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2020

INCOME AND EXPENDITURE ACCOUNT

2020 2019
Note £ £
INCOME
Return on Investments 48,037,512 45,497,986
Dividend in specie received as a debenture 2 - 9,250,000
Early Redemption Charges 227,130 170,384
Miscellaneous Receipts 2,289 5,043
48,266,931 54,923,413
EXPENDITURE
Interest Paid :
Debentures 39,234,957 39,372,696
On-Call Investment Accounts 140,834 163,059
Ordinary Deposits 472,387 445,279
Bonds 5,641,360 4,971,011
45,489,538 44,952,045
Banking Platform Costs and Annual Licence Fees 267,080 - 207,151
Expansion Costs - 18,050
Miscellaneous Expenses 50,448 22,002
Management and Other Charges 551,047 582,995
(46,358,113) (45,782,243)
Net Income transferred to Reserve Account 1,908,818 9,141,170
DEPOSITS AND WITHDRAWALS ACCOUNT
INCREASE IN DEPOSITS
Debentures 17,811,979 26,290,891
Bonds 10,033,639 28,552,529
Ordinary Deposits 3,223,721 2,099,028
On-Call Investment Accounts - 1,159,457
31,069,339 58,101,905
DECREASE IN DEPOSITS
On-Call Investment Accounts (99,623,773) -
Net Decrease in Deposits during the year (68,554,434) 58,101,905
INVESTMENT ADJUSTMENT ACCOUNT
INCREASE IN INVESTMENTS - -
DECREASE IN INVESTMENTS
Net Capital Loss on Investments (1,045,075) (1,563,564)
Net Decrease in Investments transferred to Reserve Account (1,045,075) (1,563,564)
RESERVE ACCOUNT
INCREASE IN RESERVES
Net Income transferred from Income and Expenditure Account 1,908,818 9,141,170
DECREASE IN RESERVES
Transfer of Surplus to Consolidated Fund = -
Net Decrease in Investments transferred from Investment Adjustment Account (1,045,075) (1,563,564)
Net Increase in Reserves during the year 863,743 7,577,606
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SAVINGS BANK FUND

BALANCE SHEET AS AT 31 MARCH 2020

ASSETS
Investments on 1 April 2019
Net Sale of Investments during the year

Net Decrease in Investments as per Investment Adjustment Account

Investments on 31 March 2020
Cash in Hand

FINANCED BY

Debentures

Deposits on 1 April 2019

Accrued Interest on 1 April 2019

Net Increase in Deposits

Decrease in Accrued interest during the year
Deposits on 31 March 2020

On Call Investment Accounts

Deposits on 1 April 2019

Net Decrease in Deposits during the year
Deposits on 31 March 2020

Ordinary Deposits

Deposits on 1 April 2019

Net Increase in Deposits during the year
Deposits on 31 March 2020

Bonds

Deposits on 1 April 2019

Accrued Interest on 1 April 2019

Net Increase in Deposits during the year

Increase in Accrued Interest during the year
Deposits on 31 March 2020

Total Deposits on 31 March 2020

Reserve Account
Reserve Account on 1 April 2019
Net Increase in Reserves during the year
Reserve Account on 31 March 2020

Fund Account Balance on 31 March 2020
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2020

1,431,209,208

(66,662,077)

1,364,547,131

(1,045,075)

1,363,502,056
12,140,528

1,375,642,584

926,590,121
3,350,241
17,811,979

(60,965)

947,691,376

177,367,006

(99,623,773)

77,743,233

92,917,997

3,223,721

96,141,718

198,107,983
241,805
10,033,639
39,925

208,423,352

1,329,999,679

44,779,162
863,743

45,642,905
1,375,642,584

C Santos

2019
£

1,365,443,683
67,329,089

1,432,772,772
(1,563,564)

1,431,209,208
12,145,107

1,443,354,315

900,299,230
3,307,220
26,290,891
43,021

929,940,362

176,207,549
1,159,457
177,367,006

90,818,969
2,099,028
92,917,997

169,555,454
207,082
28,552,529
34,723

198,349,788

1,398,575,153

37,201,556

7,577,606

44,779,162

1,443,354,315

Director, Gibraltar Savings Bank

26 October 2020



SAVINGS BANK FUND

STATEMENT OF INVESTMENTS ON 31 MARCH 2020

APPENDIX B (Cont'd)

DESCRIPTION OF STOCK NOMINAL PRICE / VALUE / TOTAL
VALUE ACCRUED ACCRUED VALUE ON
INTEREST % INTEREST 31/03/2020
SUMITOMO MITSUI BANKING FRN 07/09/20 £4,700,000.00 99.920 £4,696,240.00 £4,698,568.28
0.050 £2,328.28
LEEDS BUILDING SOCIETY FRN 15/04/23 ’ £4,000,000.00 98.922 £3,956,880.00 £3,967,191.85
0.258 £10,311.85
TSB BANK PLC FRN 15/02/24 £5,000,000.00 98.892 £4,944,600.00 £4,952,942.01
0.167 £8,342.01
LLOYDS BANK PLC FRN 16/05/24 £4,000,000.00 97.925 £3,917,000.00 £3,922,260.01
0.132 £5,260.01
EUROPEAN INVESTMENT BANK FRN 15/01/25 £3,500,000.00 99.381 £3,478,335.00 £3,485,098.70
0.193 £6,763.70
NATIONAL AUSTRALIA BANK FRN 04/02/25 £6,000,000.00 96.766 £5,805,960.00 £5,815,944.28
0.166 £9,984.28
ROYAL BANK OF CANADA FRN 30/01/25 £4,000,000.00 96.539 £3,861,560.00 £3,868,678.86
0.178 £7,118.86
NIBC BANK NV 3.125% 15/11/23 £9,500,000.00 105.686 £10,040,138.80 £10,151,874.72
1.176 £111,735.92
FIL LIMITED 6.75% 19/10/20 £10,000,000.00 103.040 £10,303,986.97 £10,606,445.99
3.025 £302,459.02
FCE BANK PLC 3.25% 19/11/20 . £9,500,000.00 100.930 £9,588,390.96 £9,700,587.00
1.181 £112,196.04
DAIMLER INTL FINANCE BV 1.5% 18/08/21 £5,000,000.00 99.871 £4,993,548.46 £5,039,859.94
0.926 £46,311.48
VOLKSWAGEN FIN SERVICES NV 1.875% 07/09/21 £5,000,000.00 99.893 £4,994,647.01 £5,047,413.40
1.055 £52,766.39
FCA BANK SPA IRELAND 1.625% 29/09/21 .£10,000,000.00 99.324 £9,932,367.82 £10,014,061.81
0.817 £81,693.99
INVESTEC PLC 4.5% 05/05/22 £6,950,000.00 103.776 £7,212,457.77 £7,495,299.98
4.070 £282,842.21
CREDIT SUISSE GP FUNDING LTD 3% 27/05/2022 £10,000,000.00 102.553 £10,255,292.56 £10,508,571.25
2.533 £253,278.69
VOLKSWAGEN FIN SERVICES NV 1.625% 09/06/22 £5,000,000.00 100.125 £5,006,258.50 £5,071,968.88
1.314 £65,710.38
SWEDBANK AB 1.625% 28/12/22 £5,000,000.00 100.794 £5,039,691.90 £5,060,559.39
0.417 £20,867.49
LLOYDS BANK PLC 5.75% 09/07/25 £10,000,000.00 101.579 £10,157,872.95 £10,575,769.12
4.179 £417,896.17
BARCLAYS PLC 2.375% 06/10/23 £7,000,000.00 101.192 £7,083,459.31 £7,163,858.90
1.149 £80,399.59
VIRGIN MONEY PLC 2.25% 21/04/20 £1,000,000.00 100.026 £1,000,259.46 £1,021,468.48
2121 £21,209.02
SKY PLC 2.875% 24/11/20 " £9,000,000.00 100.918 £9,082,591.42 £9,173,083.22
1.005 £90,491.80
HSBC HOLDINGS PLC 2.175% 27/06/23 £8,000,000.00 101.136 £8,090,861.82 £8,223,025.75
1.652 £132,163.93
BAT INTERNATIONAL FINANCE PLC 1.75% 05/07/21 £10,000,000.00 100.182 £10,018,208.18 £10,147,306.54
1.291 £129,098.36
Carried forward £152,150,000.00 £155,711,838.36 £155,711,838.36
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DESCRIPTION OF STOCK NOMINAL PRICE / VALUE / TOTAL
VALUE ACCRUED ACCRUED VALUE ON
INTEREST % INTEREST 31/03/2020
Brought forward £152,150,000.00 £155,711,838.36 £155,711,838.36
LLOYDS BANK GBP CALL A/C £7.45 100.000 £7.45 £7.45
BANK OF NEW YORK GBP A/C £1,350,732.19 100.000 £1,350,732.19 £1,350,732.19
GOVERNMENT OF GIBRALTAR MONTHLY INCOME £147,700,000.00 100.000 £147,700,000.00 £148,452,663.01
DEBENTURES ISSUED ON 1 OCTOBER 2014 0.510 £752,663.01
GOVERNMENT OF GIBRALTAR DEBENTURES £100,000,000.00 100.000 £100,000,000.00 £103,008,219.18
ISSUED ON 1 SEPTEMBER 2014 3.008 £3,008,219.18
GOVERNMENT OF GIBRALTAR FIXED TERM 5 YEAR £75,000,000.00 100.000 £75,000,000.00 £75,216,472.56
MONTHLY INCOME DEBENTURE 10 OCTOBER 2024 0.289 £216,472.56
ISSUED ON 10 OCTOBER 2019
CREDIT FINANCE COMPANY LTD DEBENTURES £9,250,000.00 100.000 £9,250,000.00 £9,297,137.05
ISSUED ON 1 MARCH 2019 0.510 £47,137.05
CREDIT FINANCE COMPANY LTD REDEEMABLE £9,250,000.00 100.000 £9,250,000.00 £9,250,000.00
PREFERENCE SHARES
CREDIT FINANCE COMPANY LTD FIXED TERM 3 YEAR £10,000,000.00 100.000 £10,000,000.00 £10,025,479.52
MONTHLY INCOME DEBENTURE 1 APRIL 2022 0.255 £25,479.52
CREDIT FINANCE COMPANY LTD FIXED TERM 5 YEAR £65,000,000.00 100.000 £65,000,000.00 £65,220,821.99
MONTHLY INCOME DEBENTURE 1 APRIL 2024 0.340 £220,821.99
CREDIT FINANCE COMPANY LTD FIXED TERM 5 YEAR £40,750,000.00 100.000 £40,750,000.00 £40,923,047.89
MONTHLY INCOME DEBENTURE 1 APRIL 2024 0.425 £173,047.89
CREDIT FINANCE COMPANY LTD FIXED TERM 5 YEAR £275,000,000.00 100.000 £275,000,000.00 £276,401,369.88
MONTHLY INCOME DEBENTURE 1 APRIL 2024 0.510 £1,401,369.88
GSBA LTD MONTHLY INCOME DEBENTURE . £10,000,000.00 100.000 £10,000,000.00 £10,050,958.90
ISSUED ON 1 DECEMBER 2019 0.510 £50,958.90
GSBA LTD MONTHLY INCOME DEBENTURE £10,000,000.00 100.000 £10,000,000.00 £10,050,958.90
ISSUED ON 1 MARCH 2020 0.510 £50,958.90
GIBRALTAR PROPERTIES LTD MONTHLY INCOME DEBENTURE £20,000,000.00 100.000 £20,000,000.00 £20,050,958.90
ISSUED ON 1 DECEMBER 2019 0.255 £50,958.90
GIBRALTAR PROPERTIES LTD MONTHLY INCOME DEBENTURE £10,000,000.00 100.000 £10,000,000.00 £10,025,479.45
ISSUED ON 1 MARCH 2020 0.255 £25,479.45
VISA - SHAREHOLDING (1) £7.92 5233496.717 £414,492.94 £415,257.69
9655.934 £764.75
GSBA LTD - ORDINARY SHARES £11,000,000.00 100.000 £11,000,000.00 £11,000,000.00
GIBTELECOM LTD - ORDINARY SHARES (2) £15,000.00 503985.271 £75,597,790.66 £75,597,790.66
BANK OF ENGLAND £41,140,696.89 100.000 £41,140,696.89 £41,140,832.15
0.000 £135.26
BARCLAYS BANK PLC £14,762,248.33 100.000 £14,762,248.33 £14,769,530.99
0.049 £7,282.66
NATIONAL WESTMINSTER OFFSHORE LTD '£180,472,947.20 100.000 £180,472,947.20 £180,476,302.52
0.002 £3,355.32
JYSKE BANK £432,840.61 100.000 £432,840.61 £432,975.49
0.031 £134.88
GIBRALTAR INTERNATIONAL BANK £72,125,947.78 100.000 £72,125,947.78 £72,184,092.23
0.081 £58,144.45
Carried forward £1,255,400,428.37 £1,341,052,926.96 £1,341,052,926.96
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DESCRIPTION OF STOCK NOMINAL PRICE / VALUE / TOTAL
VALUE ACCRUED ACCRUED VALUE ON
INTEREST % INTEREST 31/03/2020

Brought forward £1,255,400,428.37 £1,341,052,926.96 £1,341,052,926.96

KLEINWORT HAMBROS BANK £20,401,271.90 100.000 £20,401,271.90 £20,401,774.95
0.002 £503.05

MONEYCORP BANK £2,044,756.05 100.000 £2,044,756.05 £2,047,353.90
0.127 £2,597.85

£1,277,846,456.32 £1,363,502,055.81 £1,363,502,055.81

Notes:

(1) The Visa shareholding shown above is based on a re-valuation as at 31 March 2020 of its 230 Series C preference shares in Visa Inc.

(2) The Savings Bank Fund has paid and holds the beneficial interest in 15,000 Ordinary Shares (7,500 Class A and 7,500 Class B) of

£1 each in Gibtelecom Ltd, with the legal interest in these shares being held by the Government.
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SAVINGS BANK FUND

Notes to the Accounts for the Year Ended 31 March 2020

1.

Principal Accounting Policies

Basis of Accounting

These financial statements have been prepared on a ‘cash basis’, in line with the standards for the
preparation of the public accounts of Gibraltar, except for the accounting policies shown
hereunder:

Return on Investments

Interest earned on investments and interest payable is accounted for on an accrual basis.

Dividend in specie

The dividend in specie received as a debenture by the Gibraltar Savings Bank has been recognised
in the Income and Expenditure account on 1 March 2019, being the effective date of the debenture
issue.

Investments

The investments in bonds and other securities managed by the Crown Agents have been valued as
fair value or amortised cost, depending on the portfolio in which they are held.

Shares are valued at fair value or cost.

Debentures are valued at cost plus accrued interest.

Dividend in specie received as a debenture

On 1 March 2019, Credit Finance Company Limited declared an interim dividend of £9.25m payable
to the Gibraltar Development Corporation, being the shareholder of all of the thirty million
ordinary shares in the company. However, the Gibraltar Development Corporation waived the right
to this dividend directing that any dividend on surpluses earned to date be paid to the Gibraltar
Savings Bank, being the shareholder of all of the four hundred million redeemable preference
shares in Credit Finance Company Limited. Credit Finance Company Limited resolved that the
dividend be paid in specie in the form of a debenture issued on 1 March 2019 by Credit Finance
Company Limited to the Gibraltar Savings Bank, with monthly interest payable at 6% per annum
and redeemable at par on 1 January 2029.

86



87

APPENDIX C



88

APPENDIX C (Cont'd)



89

APPENDIX C (Cont'd)



90

APPENDIX C (Cont'd)



91

APPENDIX C (Cont'd)



92

APPENDIX C (Cont'd)



93

APPENDIX C (Cont'd)



94

APPENDIX C (Cont'd)



95

APPENDIX C (Cont'd)



96

APPENDIX C (Cont'd)



97

APPENDIX C (Cont'd)



98

APPENDIX C (Cont'd)



99

APPENDIX C (Cont'd)



APPENDIX C (Cont'd)

100



APPENDIX C (Cont'd)

101



APPENDIX C (Cont'd)

102



APPENDIX C (Cont'd)

103



APPENDIX D

Report of the Principal Auditor
on the Accounts of the
Gibraltar Savings Bank

for the financial year ended
31 March 2022
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THE CERTIFICATE OF THE PRINCIPAL AUDITOR TO THE MINISTER
WITH RESPONSIBILITY FOR PUBLIC FINANCE

| certify that | have audited the financial statements of the Gibraltar Savings Bank
for the financial year ended 31 March 2022 in accordance with the provisions of
Section 12 of the Gibraltar Savings Bank Act. These statements comprise the
Income and Expenditure Account, the Deposits and Withdrawals Account, the
Investment Adjustment Account, the Reserve Account, the Balance Sheet, the
Statement of Investments and the related notes. These financial statements have
been prepared using the cash receipts and disbursements basis of accounting, as
modified by the accounting policies set out within them.

Respective responsibilities of the Director of the Gibraltar Savings Bank and
the Principal Auditor

The Director of the Gibraltar Savings Bank is responsible for the preparation of the
financial statements and for being satisfied that they are properly presented. The
policy is to prepare the financial statements on the cash receipts and
disbursements basis, as modified by the accounting policies set out within them.
On the cash basis, revenue is recognised when received rather than when earned,
and expenses are recognised when paid rather than when incurred.

My responsibility is to audit, certify and report on the financial statements in
accordance with the provisions of Section 12 of the Gibraltar Savings Bank Act. |
have conducted my audit of the financial statements in accordance with generally
accepted government auditing standards.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the
financial statements sufficient to give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or error.
This includes an assessment of: whether the accounting policies are appropriate
to the Gibraltar Savings Bank’s circumstances and have been consistently applied
and adequately disclosed; and the overall presentation of the financial statements.
In addition, | read all the financial and non-financial information in the Report of the
Director of the Gibraltar Savings Bank to identify material inconsistencies with the
audited financial statements. If | become aware of any apparent material
misstatements or inconsistencies, | consider the implications for my certificate.

| am required to obtain evidence sufficient to give reasonable assurance that the
income and expenditure recorded in the financial statements have been applied to
the purposes intended by the Gibraltar Savings Bank Act and the financial
transactions recorded in the financial statements conform to the authorities that
govern them.

Opinion on regularity

In my opinion, in all material respects, the income and expenditure recorded in the
financial statements have been applied to the purposes intended by the Gibraltar
Savings Bank Act and the financial transactions recorded in the financial
statements conform to the authorities that govern them.

105



APPENDIX D (Cont'd)

Audit Certificate

Opinion on financial statements

In my opinion, the financial statements properly present the revenue collected and
expenses paid, the deposits and withdrawals, the investment adjustment and the
reserve for the financial year ended 31 March 2022 and the assets and liabilities
as at the end of that period.

Matter of Emphasis - Interim Dividend Received

| draw attention to Note 3 - Related Party Transactions in the Notes to the Accounts
in the financial statements, that explains that a £5.00m interim dividend declared
by Credit Finance Company Limited on 30 March 2022, was waived by the
Gibraltar Development Corporation (the holder of 29,999,999 ordinary shares of £1
each) and directed that it be paid to the Gibraltar Savings Bank (the holder of one
ordinary share of £1 each) on 30 March 2022, and that it has not been separately
disclosed with an explanatory paragraph in Note 2 - Investment Income in the
Notes to the Accounts. My opinion is not modified in respect of this matter.

Opinion on other matters

In my opinion, the information given in the Report of the Director of the Gibraltar
Savings Bank is consistent with the financial statements.

Matters for which | report by exception

| have nothing to report in respect of the following matters, which | report to you if,
in my opinion:

¢ | have not received all of the information and explanations, which to the best
of my knowledge and belief were necessary for the purpose of the audit; or

e proper books of account have not been kept by the Gibraltar Savings Bank, so
far as appears from the examination of those books; or

o the Gibraltar Savings Bank has not discharged its financial duties and
obligations in accordance with the provisions of the Gibraltar Savings Bank
Act; or

¢ the financial statements are not in agreement with the accounting records.

Report
The observations on the financial statements are detailed in my Report.

A R Sacramento
Principal Auditor
Gibraltar Audit Office

31 October 2022
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Report of the Principal Auditor on the Accounts of the Gibraltar Savings Bank

1.1

1.2

1.3

21

2.2

GIBRALTAR SAVINGS BANK
ACCOUNTS FOR THE FINANCIAL YEAR ENDED 31 MARCH 2022

REPORT

Income and Expenditure - The investment income for the year ended 31 March
2022 amounted to £55.17m, a year-on-year increase of £6.93m compared
against £48.24m received in the previous financial year. The investment income
sum of £55.17m includes an interim dividend payment amounting to
£4,999,999.83 declared by Credit Finance Company Limited to the Gibraltar
Development Corporation, that the Corporation directed should be paid to the
Gibraltar Savings Bank, see further details in paragraphs 3.3 and 3.4 below. |
recommended to the acting Director of the Gibraltar Savings Bank that since the
dividend of £5.00m received is not strictly a dividend derived from the Gibraltar
Savings Bank’s own investments, in my view, it should not be shown as
Investment Income in the Income and Expenditure Account, but as Other
Receipts. This would be consistent with the presentation of the Gibraltar Savings
Bank financial statements in 2020-21 and 2018-19, where the Gibraltar
Development Corporation also waived the right to dividends that were payable
to the Corporation and directed these be paid to the Gibraltar Savings Bank. In
these two instances the ‘GDC-waived’ dividends were shown separately as
‘Other Receipts’ and as ‘Dividend in specie received as a debenture’
respectively, in the Income and Expenditure Account. Nevertheless, the Director
remained of the view that the £5.00m dividend should be shown under
Investment Income. | therefore suggested to the acting Director, with the aim of
having the accounts as informative and transparent as possible, that a suitable
explanation should be provided in an Investment Income note in the Notes to the
Accounts, disclosing that the right to the dividend of £5.00m due to the Gibraltar
Development Corporation was waived by the Corporation and directed to be paid
to the Gibraltar Savings Bank. However, the acting Director of the Gibraltar
Savings Bank again did not accept my recommendation, and even though she
added an Investment Income note in the Notes to the Accounts, this simply
provides a breakdown of the investment income received by the Bank. The note
does not afford an informative explanation to the reader of the accounts that
clarifies the distinction between the dividend that was waived by the Gibraltar
Development Corporation from the dividends received from the Gibraltar Savings
Bank’s own investments. The acting Director of the Gibraltar Savings Bank did
provide an explanation on the £5.00m dividend in Note 3 - Related Party
Transactions and in her Report on the Accounts.

Interest paid during the financial year 2021-22 totalled £48.70m compared to
£46.38m during the previous financial year. Other expenditure during 2021-22
included: £0.49m in management and other charges, reflecting an increase of
£0.16m from the previous year’s expenditure of £0.33m; and £0.30m in respect
of banking platform costs and annual licence fees.

The net operating income of the Gibraltar Savings Bank during the financial year
ended 31 March 2022 was £5.88m, compared to a net income of £5.00m in the
last financial year.

Bank Deposits - There was a net increase of £63.24m in the deposits of the
Gibraltar Savings Bank during the financial year 2021-22 compared to a net
increase in deposits of £125.23m in the previous financial year.

The level of non-Government deposits held by the bank at the end of the year
increased by £66.42m to £1,419.58m compared to the balance held at the end
of the previous year of £1,353.16m. The increase in non-Government deposits
during the year was largely as a result of an increase in the issue of Gibraltar
Savings Bank debentures (£49.11m); an increase in the Guaranteed
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Superannuation Fund Bond (£9.19m); an increase in Non-Government On-Call
Investment Accounts (£6.07m); and an increase in Ordinary Deposits (£1.22m).

2.3 Of the increase of £6.07m in Non-Government On-Call Investment Accounts,
from £5.87m at the end of the previous financial year to £11.94m as at 31 March
2022, £1.09m relates to unclaimed funds that remained unredeemed on the
maturity of the debentures; whilst the maijority (£4.98m) represents the holding
of unclaimed debentures pertaining to deceased debenture holders. Previously,
such debentures continued invested until maturity, with the interest earned being
recovered on payment of the capital to the next-of-kin. However, a new policy
was introduced on 1 August 2021 whereby the value of deceased persons’
debentures are placed on a non-interest bearing On-Call Investment Account
until paid to the nominees, or claimed by the next-of-kin.

2.4 Government deposits on 31 March 2022 stood at £95.31m, a decrease of
£3.19m compared to the balance held at the end of the previous financial year
amounting to £98.50m. On-Call Investment accounts under Government
Deposits include £12.00m of cash safekeeping deposits in respect of the Note
Security Fund, relating to currency notes in circulation, that does not generate
interest.

3.1 Bank Investments - There was a net capital loss on the Gibraltar Savings Bank
investments amounting to £0.77m during 2021-22, compared to a net capital gain
of £0.37m in the previous financial year.

3.2 The graphic chart and the table overleaf show the comparable position of the
Gibraltar Savings Bank investments at the year-end over the last five financial
years. As can be seen, there has been a decrease in the investments held by
the Gibraltar Savings Bank with the Crown Agents and with a number of banks
in recent years, although in the year under review there has been a perceived
increase. Conversely, there has been an increase in the investments held by the
Gibraltar Savings Bank with the Government of Gibraltar and Government-
owned Companies/ Corporations during the same period, although during the
financial year 2021-22, investments in these sectors remained practically at the
same level.
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Gibraltar Savings Bank Investments 201718 2018-19 2019-20 2020-21 2021-22

Crown Agents * 247.59m 242.70m 157.48m 154.96m 190.78m
Government of Gibraltar (Public Debt) 251.44m 251.44m 326.68m 376.78m 376.83m
Government-owned Companies & Corporations 486.60m 495.89m 547.89m 552.17m 557.22m
Other Banks ** 339.15m 400.29m 290.31m 369.32m 396.80m
Bank of England 40.66m 40.89m 41.14m 41.15m 41.18m
Total Investments 1,365.44m | 1,431.21m | 1,363.50m | 1,494.38m | 1,562.81m

* Includes investments held in Visa Shares.

** Includes investments held with the Gibraltar International Bank, which is a partly-owned Government bank.

3.3

3.4

£ million

On 30 March 2022, Credit Finance Company Limited, a company in which the
Gibraltar Savings Bank presently has one ordinary share of £1, declared an
interim dividend of £5.00m payable with effect from 30 March 2022. The dividend
was declared to the Gibraltar Development Corporation and the Gibraltar
Savings Bank, being the two shareholders of all of the thirty million ordinary
shares in Credit Finance Company Limited, in the proportion of their paid-up
shares, i.e. the Gibraltar Savings Bank - 1 ordinary share; and the Gibraltar
Development Corporation - 29,999,999 ordinary shares. As a result, the Gibraltar
Savings Bank received 17 pence and the Gibraltar Development Corporation,
though due to have received £4,999,999.83, nevertheless waived the right to this
dividend and directed that it be paid to the Gibraltar Savings Bank. It is pertinent
to point out that on 11 March 2022, Credit Finance Company Limited resolved
that it would issue on 1 February 2022 a 3-year debenture of £5.00m, bearing
interest at 4.5% per annum, that was purchased by the Gibraltar Savings Bank.

If the Gibraltar Savings Bank had not received the £4,999,999.83 dividend from
Credit Finance Company Limited, the Income and Expenditure Account would
have reflected a net operating surplus of £0.88m instead of the final £5.88m
surplus shown in the Income and Expenditure Account. | have to report that in
the last financial year 2020-21 when Credit Finance Company Limited declared
an interim dividend of £3.75m payable to the Gibraltar Development Corporation,
the Corporation similarly waived the right to this dividend and directed that it be
paid to the Gibraltar Savings Bank, being at the time the shareholder of the
£9.25m redeemable preference shares in Credit Finance Company Limited.
Also, in the financial year 2018-19, when Credit Finance Company Limited
declared an interim dividend of £9.25m payable to the Gibraltar Development
Corporation, the Corporation also waived the right to this dividend directing that
the dividend be paid in specie in the form of a debenture issue to the Gibraltar
Savings Bank, being at the time the shareholder of £400m redeemable
preference shares in Credit Finance Company Limited. The table below
summarises the net operating results in the last four financial years and
highlights the different operating results that would have occurred if there had
been no ‘GDC-waived’ dividends, or dividends received from ordinary shares
held by the Gibraltar Savings Bank in other related parties.

2018-19  2019-20  2020-21

2021-22

Total Income
Total Expenditure

£54.92
(£45.78)

£48.27
(£46.36)

£52.06
(£47.06)

£55.40
(£49.52)

Net Operating Surplus
Less Related Party Dividends from Ordinary Shares

£9.14
(£0.75)

£1.91
(£1.80)

£5.00
(£1.00)

£5.88
(£2.50)

Less ‘GDC-waived’ Dividends

Net Operating Surplus after omitting
Related Party Dividends from Ordinary Shares

£8.39 £0.11 £4.00

(£9.25) - (£3.75)

£3.38
(£5.00)

Net Operating Results

(£0.86) £0.11 £0.25

(£1.62)

This table does not include the investment income from related parties’ preference shares and debentures.
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3.5

3.6

3.7

3.8

41

Taking into consideration that the Gibraltar Savings Bank has in recent years
increased the level of its investments in Government of Gibraltar debentures and
related Government-owned companies and corporations’ debentures and
shareholdings, there is the possibility in my view, that related party transactions
can give rise to significant changes in the operating results of the Gibraltar
Savings Bank as shown in the table above.

The greater part of the Gibraltar Savings Bank’s return on investments, on the
total amount received during the financial year 2021-22 of £55.17m, was derived
from interest received from debentures held in related party entities, i.e.
£43.44m, representing an average return on investments of 5.21% for the year.
This source of investment income yielded a much higher average return on
investments for the year than that derived by the Gibraltar Savings Bank from its
investments managed by the Crown Agents (1.63%), and its investments in other
banks (0.27%).

| wish to draw attention to the fact that on 1 December 2021, Credit Finance
Company Limited redeemed 9,250,000 redeemable preference shares of £1
each held by the Gibraltar Savings Bank, and in consideration for the redemption,
Credit Finance Company Limited issued the Bank with a non-convertible
debenture of £9,250,000, bearing interest at 5% per annum with a maturity date
of 1 April 2024. This redemption was structured by a fresh issue of 93
redeemable preference shares of £1 each at a premium of £9,249,907 to the
Gibraltar Savings Bank on 1 December 2021. On the same date, Credit Finance
Company Limited then redeemed these 93 redeemable preference shares of £1
each at a premium of £9,249,907. These transactions are included under Note 3
on the Notes to the Accounts and also in the acting Director’'s Report on the
Accounts together with the reason for issuing and redeeming the 93 redeemable
preference shares on the same day.

A similar transaction occurred on 1 April 2019, when Credit Finance Company
Limited redeemed 390,750,000 redeemable preference shares of £1 each held
by the Gibraltar Savings Bank, and in consideration for the redemption, Credit
Finance Company Limited issued the Bank with £390,750,000 of non-convertible
debentures with different rates of interest and maturity dates of 3 and 5 years.
This redemption was structured by a fresh issue of 3,908 redeemable preference
shares of £1 each at a premium of £390,746,092 to the Gibraltar Savings Bank
on 1 April 2019. The company subsequently redeemed 3,908 redeemable
preference shares at a premium of £390,746,092 on the same day. However,
the Director of the Gibraltar Savings Bank at the time did not inform me that the
redemption of the 390,750,000 redeemable preference shares had been
structured out of a fresh issue and subsequent redemption of 3,908 redeemable
preference shares. This matter only came to my attention after having a cursory
look at the financial statements of Credit Finance Company Limited for the year
ended 31 December 2019, that were filed at Companies House on 19 November
2021 — such date being after | had certified the Gibraltar Savings Bank financial
statements for the financial year 2019-20 on 27 October 2020.

Bank Reserves - The Gibraltar Savings Bank (Amendment) Act 2008, which
came into operation on 24 July 2008, provides, 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 Bank 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. No transfers were
made from the Bank’s Reserve Account to the Consolidated Fund during the
financial year 2021-22. The reserves as at 31 March 2022 stood at £56.13m
reflecting an increase of £5.11m compared to the position at the end of the
previous financial year of £51.02m.
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5.1 Subsequent Events - The following events occurred after the end of the
reporting period up to the audit certification of these financial statements on 31
October 2022:

e On 1 April 2022, Credit Finance Company Limited repaid on maturity the
£10.00m debenture, bearing interest at 3%, issued to the Gibraltar Savings
Bank on 1 April 2019;

e Also on 1 April 2022, Credit Finance Company Limited issued a 3-year non-
convertible debenture of £10.00m to the Gibraltar Savings Bank, bearing
interest at 4.5% per annum;

e On 20 June 2022, Gibraltar Properties Limited issued a 3-year non-
convertible debenture of £20.00m to the Gibraltar Savings Bank, bearing
interest at the UK base rate of 1.25%, as at 20 June 2022, plus 3.5% per
annum (in total, an interest rate of 4.75% per annum);

e On 15 August 2022, Gibraltar Properties Limited issued a 3-year non-
convertible debenture of £10.00m to the Gibraltar Savings Bank, bearing
interest at the UK base rate of 1.75%, as at 15 August 2022, plus 3.5% per
annum (in total, an interest rate of 5.25% per annum);

¢ On 31 October 2022, Gibraltar Properties Limited repaid the debenture of
£20.00m, bearing interest at 3%, issued to the Gibraltar Savings Bank on 1
December 2019, that was repayable on demand;

e Also on 31 October 2022, GSBA Limited increased the non-convertible
debenture of £10.00m issued to the Gibraltar Savings Bank on 1 December
2019 and maturing on 1 December 2024, by a further issue of £10.00m to
the Bank, with effect from 31 July 2022, bearing interest at 6% per annum,
under the same terms and conditions of the first issue; and

e Furthermore, on 31 October 2022, GSBA Limited increased the non-
convertible debenture of £10.00m issued to the Gibraltar Savings Bank on
1 March 2020 and maturing on 1 March 2025, by a further issue of £10.00m
to the Bank, with effect from 31 July 2022, bearing interest at 6% per annum,
under the same terms and conditions of the first issue.

A R Sacramento
Principal Auditor
Gibraltar Audit Office

31 October 2022
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Treasury Department

112



APPENDIX D (Cont'd)

Gibraltar Savings Bank
Director’s Report on the Accounts for the Year Ended 31 March 2022

The directors who held office during the year and up to the date of the signing of these
accounts were Charles Santos, up to 30 September 2022 and Tessa Perera, as from 1 October
2022.

The Gibraltar Savings Bank is accounted for through a Government Special Fund — the
Savings Bank Fund.

Income during the year totalled £55.40 million and was comprised of £55.17 million from
investment income and £0.23 million from early redemption charges and miscellaneous
receipts.

Net income during the year ended 31 March 2022 was £5.88 million, compared with a net
income of £5.00 million during the previous year.

There was a net capital loss on the funds’ investments of £0.77 million for the year.
Management and other charges for the year ending 31 March 2022 totalled £0.49 million.
The net increase in reserves during the year was £5.11 million compared to an increase in
reserves of £5.38 million during the previous year. The reserves as at 31 March 2022 stood at
£56.13 million.

At the year-end, the deposits of the bank, excluding £3.96 million of accrued interest, stood

at £1,514.89 million. The previous year-end figure totalled £1,451.66 million. Deposits as at
31 March 2022 were made up as follows:

Deposits Previous

Year

Non-Government Deposits £'m f'm
Ordinary Deposits 108.62 107.40
On-Call Investment Accounts 11.94 5.87
Pensioners’ Monthly Income Debentures 8.50 9.68
Special Issue of Pensioners’ Monthly Income Debentures 01/01/25 24.40 29.93
Monthly Income Debentures 58.38 56.93
Special Issue of Monthly Income Debentures 1.92 2.08
3-Year Fixed Term Monthly Income Debentures 38.46 36.92
5-Year Fixed Term Monthly Income Debentures 283.16 276.78
5-Year Fixed Term Pensioners’ Monthly Income Debentures 18.79 105.93
10-Year Fixed Term Pensioners’ Monthly Income Debentures 639.86 506.11
10-Year Accumulator Bonds 4.68 5.43
10-Year Pensioner Accumulator Bonds 4.75 4.90
Children’s Bond 14.17 12.04
Gibraltar Provident Trust Fund Bonds 7.12 7.52
Guaranteed Superannuation Fund Bond 194.83 185.64

1,419.58 1,353.16

113



APPENDIX D (Cont'd)

Government Deposits
On-Call Investment Accounts 95.31 98.50

1,514.89 1,451.66

Non-Government Deposits stood at £1,419.58 million. This represents an increase of £66.42
million over the previous year and is as a result of the issue of Gibraltar Savings Bank
debentures; an increase of £9.19 million in the Guaranteed Superannuation Fund Bond and
an increase of £6.07 million in the On-Call Investment Accounts.

Government deposits in the Gibraltar Savings Bank decreased by £3.19 million. This is mainly
attributable to a decrease in the Note Security Fund.

The Special Issue of Pensioners’ Monthly Income Debentures 01/01/22 was extended to
01/01/25. The interest rate on the new Debenture was reduced from 2.50% to 2.25%.

The interest rates payable to depositors by the bank during the period April 2021 to March
2022 were as follows:-

Ordinary Deposits 0.50 per cent per annum
Monthly Income Debentures 0.75 or 2.00 per cent per annum
Pensioners’ Monthly Income Debentures 2.00 per cent per annum
Special Issue of Monthly Income Debentures 2.00 per cent per annum

3-Year Fixed Term Monthly Income Debentures | 1.50 or 2.00 per cent per annum

5-Year Fixed Term Monthly Income Debentures | 2.50 or 3.00 per cent per annum

5-Year Fixed Term Pensioners’ Monthly Income

Debentures 4.00 per cent per annum

10-Year Fixed Term Pensioners’ Monthly Income

Debentures 5.00 per cent per annum

Special Issue of Pensioners’ Monthly Income 2.50 per cent per annum

Debentures 01/01/22 extended to 01/01/25 2.25 per cent per annum w.e.f. 01/01/22
Children’s Bond 5.00 per cent per annum

Rates for the 10-Year Accumulator Bonds and the 10-Year Pensioner Accumulator Bonds are
dependent on when the Bond was issued. The interest on these Bonds is 2% for the first year
from the issue date and the interest rate increases by 1% per annum in each subsequent
year to reach a maximum interest rate of 11% per annum payable in the tenth year that the
investment is held. The interest rates payable during the period April 2021 and March 2022
were as follows:-

10-Year Accumulator Bonds 10.00 or 11.00 per cent per annum

10-Year Pensioner Accumulator Bonds 10.00 or 11.00 per cent per annum
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Review of business

On 1 December 2021, Credit Finance Company Limited redeemed 9,250,000 Preference
Shares of £1 each held by the Gibraltar Savings Bank and, in consideration for the
redemption, the Gibraltar Savings Bank was issued a non-convertible debenture of £9.25m
with a maturity date of 1 April 2024.

In order to process this transaction and comply with the Companies Act, Credit Finance
Company Ltd had to issue and redeem 93 preference shares to the Gibraltar Savings Bank on
the 1 December 2021.

The director warrants mentioning that a similar transaction occurred on 1 April 2019, where
Credit Finance Company Limited redeemed the 390,750,000 Preference Shares of £1 each
held by the Gibraltar Savings Bank and, in consideration for the redemption, the Gibraltar
Savings Bank was issued with non-convertible debentures amounting to £390.75m with
different rates of interest and maturity dates.

In order to process this transaction and comply with the Companies Act, Credit Finance
Company Ltd had to issue and redeem 3,908 preference shares to the Gibraltar Savings Bank
on the 1 April 2019.

The following dividends were received by Gibraltar Savings Bank during the financial year:

e £5,309,177 from Credit Finance Company Limited which includes £4,999,999.83,
being the interim dividend declared by Credit Finance Company Limited to the
Gibraltar Development Corporation on 30 March 2022, as one of the two ordinary
shareholders of Credit Finance Company Limited and which, in accordance with
Article 113 of the Company’s Articles of Association, the Gibraltar Development
Corporation directed that its respective dividend be paid to the Gibraltar Savings
Bank on 30 March 2022. The amount of £5,309,177 also includes an element of
return from the Preference Shares of £9.25M held by the Gibraltar Savings Bank in
Credit Finance Company Limited until redeemed on 1 December 2021 (i.e.
£309,177).

e £1,500,000 from GSBA Limited

e £1,000,000 from Gibtelecom Limited

During the financial year the following debentures were issued to the Gibraltar Savings Bank:
e Credit Finance Company Limited Monthly Income Debenture - £9,250,000 issued on 1
December 2021, maturing on 1 April 2024

e Credit Finance Company Limited Monthly Income Debenture - £5,000,000 issued on 1
February 2022, maturing on 1 February 2025
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Director, Gibraltar Savings Bank (ag)
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Gibraltar Savings Bank - Results During Last Six Years
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37.20
44.78
45.64
51.02
56.13
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SAVINGS BANK FUND
ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2022

INCOME AND EXPENDITURE ACCOUNT

Note
INCOME
Investment Income 2
Other Receipts
Early Redemption Charges
Miscellaneous Receipts

EXPENDITURE

Interest Paid:

Debentures

On-Call Investment Accounts
Ordinary Deposits

Bonds

Banking Platform Costs and Annual Licence Fees
Miscellaneous Expenses
Management and Other Charges

Net Income transferred to Reserve Account

DEPOSITS AND WITHDRAWALS ACCOUNT

INCREASE IN DEPOSITS
Debentures

On-Call Investment Accounts
Ordinary Deposits
Bonds

DECREASE IN DEPOSITS

Net Increase in Deposits

INVESTMENT ADJUSTMENT ACCOUNT

INCREASE IN INVESTMENTS
Net Capital Gain on Investments

DECREASE IN INVESTMENTS
Net Capital Loss on Investments

Net Decrease in Investments transferred to Reserve Account

RESERVE ACCOUNT

INCREASE IN RESERVES
Net Income transferred from Income and Expenditure Account

Net Increase in Investments transferred from Investment Adjustment Account

DECREASE IN RESERVES
Transfer of Surplus to Consolidated Fund

Net Decrease in Investments transferred from Investment Adjustment Account

Net Increase in Reserves
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2022

55,165,246
180,381
55,097
55,400,724

42,102,442
116,361
550,082

5,931,929

48,700,814

298,964
28,099
492,430

(49,520,307)

5,880,417

49,110,400
2,876,314
1,219,248

10,029,558

63,235,520

63,235,520

(767,672)
(767,672)

5,880,417

(767,672)
5,112,745

2021
£

48,235,881
3,750,000
76,307
5,556
52,067,744

39,947,645
134,687
501,186

5,798,642

46,382,160

265,566
84,288
331,146

(47,063,160)

5,004,584

79,955,200
26,635,752
11,255,084
7,379,604
125,225,640

125,225,640

370,634

370,634

5,004,584
370,634

5,375,218
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DESCRIPTION OF STOCK NOMINAL PRICE / VALUE / TOTAL
VALUE ACCRUED ACCRUED VALUE ON
INTEREST % INTEREST 31/03/2022

WESTPAC BANKING CORP FRN 18/01/23 £1,000,000.00 100.074 £1,000,740.00 £1,002,137.50
0.140 £1,397.50

LEEDS BUILDING SOCIETY FRN 15/04/23 £1,000,000.00 100.413 £1,004,130.00 £1,006,143.60
0.201 £2,013.60

SKIPTON BUILDING SOCIETY FRN 02/05/23 £1,300,000.00 100.079 £1,301,027.00 £1,302,734.95
0.131 £1,707.95

NORDEA EIENDOMSKREDITT FRN 18/06/23 £300,000.00 100.170 £300,510.00 £300,619.69
0.037 £109.69

BANK OF CHINA/LONDON FRN 10/08/23 £1,000,000.00 99.219 £992,190.00 £993,586.38
0.140 £1,396.38

BANQUE FED CRED MUTUEL FRN 26/01/25 £1,000,000.00 99.614 £996,140.00 £997,742.00
0.160 £1,602.00

UK MUNI BONDS AGENCY FRN 12/03/25 £300,000.00 101.060 £303,180.00 £303,368.09
0.063 £188.09

AAREAL BANK AG FRN 29/04/25 £1,300,000.00 101.655 £1,321,515.00 £1,324,524.20
0.231 £3,009.20

BANK OF NOVA SCOTIA FRN 22/06/26 £1,200,000.00 102.197 £1,226,364.00 £1,226,848.12
0.040 £484.12

UNITED OVERSEAS BANK FRN 21/09/26 £1,000,000.00 102.411 £1,024,110.00 £1,024,553.01
0.044 £443.01

BMW INTL INVESTMENT BV 1.25% 11/07/22 £500,000.00 99.996 £499,980.00 £504,483.42
0.901 £4,503.42

SWEDBANK AB 1.625% 28/12/22 £1,000,000.00 100.033 £1,000,330.00 £1,004,470.41
0.414 £4,140.41

WELLS FARGO & COMPANY 1.375% 30/06/22 £1,400,000.00 99.967 £1,399,538.00 £1,413,988.68
1.032 £14,450.68

NATIONWIDE 1% 24/01/23 £1,000,000.00 99.199 £991,990.00 £993,798.22
0.181 £1,808.22

CLOSE BROTHERS GROUP PLC 2.75% 26/04/23 £1,250,000.00 100.432 £1,255,400.00 £1,270,132.14
1.179 £14,732.14

LLOYDS BK CORP MKTS PLC 1.5% 23/06/23 £1,000,000.00 99.254 £992,540.00 £996,578.46
0.404 £4,038.46

HSBC HOLDINGS PLC 2.175% 27/06/23 £1,000,000.00 100.036 £1,000,360.00 £1,016,866.16
1.651 £16,506.16

COVENTRY BLDG SOCIETY 1.875% 24/10/23 £1,000,000.00 99.334 £993,340.00 £1,001,478.74
0.814 £8,138.74

L-BANK BW FORDERBANK 1.375% 15/12/23 £1,000,000.00 99.450 £994,500.00 £998,493.15
0.399 £3,993.15

KOMMUNEKREDIT 0.375% 15/11/24 £1,100,000.00 96.320 £1,059,520.00 £1,061,056.99
0.140 £1,536.99

BANQUE FED CRED MUTUEL 1.875 13/12/22 £1,000,000.00 100.126 £1,001,260.00 £1,006,807.95
0.555 £5,547.95

BANK OF CHINA/LONDON FRN 10/08/23 £3,000,000.00 100.000 £3,000,000.00 £3,004,189.14
0.140 £4,189.14

PFANDBRIEFE TRAD HYPOTHEKEN FRN 29/09/23 £7,000,000.00 101.176 £7,082,316.85 £7,082,965.34
0.009 £648.49

Carried forward

£30,650,000.00|

£30,837,566.34|

£30,837,566.34]
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DESCRIPTION OF STOCK

NOMINAL
VALUE

TOTAL
VALUE ON
31/03/2022

ROYAL BANK OF CANADA FRN 30/01/25

AAREAL BANK AG FRN 29/04/25

UNITED OVERSEAS BANK FRN 21/09/26

INVESTEC PLC 4.5% 05/05/22

SCANIA CV AB 1.875% 28/06/22

DEXIA CREDIT LOCAL 0.5% 22/07/23

VW 1.125 18/09/23

NATIONAL GRID PLC 3.625% 06/11/23

BANCO SANTANDER SA 1.375% 31/07/24

GENERAL MOTORS FINL CO 06/09/24

DEUTSCHE BANK AG 2.625% 16/12/24

BANK OF AMERICA CORP 2.3% 25/07/25

CREDIT SUISSE GROUP AG 2.125% 12/09/25

HAMMERSON PLC 3.5% 27/10/25

OEKB OEST. KONTROLLBANK 0.5% 15/12/25

GOLDMAN SACHS GROUP INC 1% 16/12/25

NESTLE HOLDINGS INC 0.625% 18/12/25

JP MORGAN CHASE & CO 0.991% 28/04/26

VOLKSWAGEN FIN SERV 1.125% 05/07/26

AT&T INC 2.9% 04/12/26

BARCLAYS PLC 2.375% 06/10/23

WELLS FARGO & COMPANY 1.375% 30/06/22

Brought forward

Carried forward

£30,650,000.00

£2,000,000.00

£6,000,000.00

£3,000,000.00

£1,652,000.00

£7,000,000.00

£3,000,000.00

£7,000,000.00

£5,000,000.00

£5,000,000.00

£7,000,000.00

£7,000,000.00

£5,000,000.00

£7,000,000.00

£7,000,000.00

£1,800,000.00

£7,000,000.00

£2,000,000.00

£7,000,000.00

£3,000,000.00

£4,500,000.00

£7,000,000.00

£4,500,000.00

£140,102,000.00

£30,837,566.34

£2,012,530.51

£6,144,315.69

£3,095,522.17

£1,722,065.76

£7,120,455.02

£2,981,194.59

£7,067,106.86

£5,263,032.21

£5,029,650.14

£7,292,552.99

£7,318,447.59

£5,255,529.97

£7,250,388.17

£7,466,065.67

£1,800,412.54

£7,017,183.66

£1,998,680.33

£7,078,244.68

£3,010,399.05

£4,818,372.03

£7,183,862.54]

£4,561,505.49

PRICE / VALUE /
ACCRUED ACCRUED
INTEREST % INTEREST

£30,837,566.34

100.481 £2,009,614.39
0.146 £2,916.12
102.174 £6,130,427.06
0.231 £13,888.63
103.140 £3,094,193.13
0.044 £1,329.04]
100.173 £1,654,854.25
4.068 £67,211.51
100.303 £7,021,208.44
1.418 £99,246.58
99.028 £2,970,838.43
0.345 £10,356.16
100.361 £7,025,250.70
0.598 £41,856.16
103.821 £5,191,028.79
1.440 £72,003.42
99.678 £4,983,879.59
0.915 £45,770.55
102.909 £7,203,662.58
1.270 £88,890.41
103.794 £7,265,588.00
0.755 £52,859.59
103.542 £5,177,077.92
1.569 £78,452.05
102.413 £7,168,881.32
1.164 £81,506.85
105.172 £7,362,024.57
1.486 £104,041.10
99.878 £1,797,798.84
0.145 £2,613.70
99.958 £6,997,046.67
0.288 £20,136.99
99.758 £1,995,152.93
0.176 £3,527.40
100.203 £7,014,196.21
0.915 £64,048.47
99.518 £2,985,525.76
0.829 £24,873.29
106.145 £4,776,540.52
0.930 £41,831.51
101.481 £7,103,698.16
1.145 £80,164.38
100.335 £4,515,056.86
1.032 £46,448.63
£143,325,084.00

£143,325,084.00
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DESCRIPTION OF STOCK NOMINAL PRICE / VALUE / TOTAL
VALUE ACCRUED ACCRUED VALUE ON
INTEREST % INTEREST 31/03/2022

Brought forward £140,102,000.00| £143,325,084.00| £143,325,084.00|

LLOYDS BK CORP MKTS PLC 1.5% 23/06/23 £1,000,000.00 99.256 £992,564.33 £996,602.79
0.404 £4,038.46

HSBC HOLDINGS PLC 2.175% 27/06/23 £7,000,000.00 100.759 £7,053,114.00 £7,168,657.15
1.651 £115,543.15

L-BANK BW FORDERBANK 1.375% 15/12/23 £7,000,000.00 101.538 £7,107,655.22 £7,135,607.27
0.399 £27,952.05

LLOYDS BANKING GROUP PLC 2.25% 16/10/24 £1,500,000.00 103.256 £1,548,840.72 £1,564,190.04
1.023 £15,349.32

BP CAPITAL MARKETS PLC 2.03% 14/02/25 £2,400,000.00 103.650 £2,487,588.85 £2,493,645.20
0.252 £6,056.35

SIEMENS FINANCIERINGSMAT 1% 20/02/25 £3,000,000.00 100.985 £3,029,543.48 £3,032,748.96
0.107 £3,205.48

BNP PARIBAS 3.375 23/01/26 £5,000,000.00 108.211 £5,410,550.95 £5,441,526.98
0.620 £30,976.03

SKIPTON BUILDING SOCIETY 2% 02/10/26 £5,000,000.00 102.437 £5,121,836.27 £5,171,286.82
0.989 £49,450.55

KOMMUNEKREDIT 0.375% 15/11/24 £4,000,000.00 99.940 £3,997,585.09 £4,003,174.13
0.140 £5,589.04

KOMMUNALBANKEN AS 1.5% 15/12/23 £5,000,000.00 102.192 £5,109,579.80 £5,131,360.62
0.436 £21,780.82

ASIAN DEVELOPMENT BANK 1% 15/12/22 £4,500,000.00 100.442 £4,519,883.86 £4,532,952.35
0.290 £13,068.49

BANK OF NEW YORK GBP A/C £460,726.85 100.000 £460,726.85 £512,481.37
£51,754.52

GOVERNMENT OF GIBRALTAR MONTHLY INCOME DEBENTURES £147,700,000.00 100.000 £147,700,000.00| £148,452,663.01]
£752,663.01

GOVERNMENT OF GIBRALTAR DEBENTURE £100,000,000.00 100.000 £100,000,000.00 £102,991,780.82]
£2,991,780.82

GOVERNMENT OF GIBRALTAR FIXED TERM 5 YEAR £75,000,000.00| 100.000 £75,000,000.00| £75,233,835.62
MONTHLY INCOME DEBENTURE 10 OCTOBER 2024 £233,835.62

GOVERNMENT OF GIBRALTAR FIXED TERM 5 YEAR £50,000,000.00 100.000 £50,000,000.00 £50,155,890.36
MONTHLY INCOME DEBENTURE 29 JUNE 2025 £155,890.36

CREDIT FINANCE COMPANY LTD FIXED TERM 10 YEAR £9,250,000.00 100.000 £9,250,000.00 £9,289,280.72
MONTHLY INCOME DEBENTURE 1 JANUARY 2029 £39,280.72

CREDIT FINANCE COMPANY LTD FIXED TERM 10 YEAR £3,750,000.00 100.000 £3,750,000.00 £3,769,109.64
MONTHLY INCOME DEBENTURE 1 JANUARY 2031 £19,109.64

CREDIT FINANCE COMPANY LTD FIXED TERM 3 YEAR £10,000,000.00| 100.000 £10,000,000.00| £10,025,479.52
MONTHLY INCOME DEBENTURE 1 APRIL 2022 £25,479.52

CREDIT FINANCE COMPANY LTD FIXED TERM 5 YEAR £65,000,000.00 100.000 £65,000,000.00| £65,220,821.99
MONTHLY INCOME DEBENTURE 1 APRIL 2024 £220,821.99

CREDIT FINANCE COMPANY LTD FIXED TERM 5 YEAR £40,750,000.00| 100.000 £40,750,000.00| £40,923,047.89
MONTHLY INCOME DEBENTURE 1 APRIL 2024 £173,047.89

CREDIT FINANCE COMPANY LTD FIXED TERM 5 YEAR £275,000,000.00 100.000 £275,000,000.00 £276,401,369.88|

MONTHLY INCOME DEBENTURE 1 APRIL 2024

Carried forward

£962,412,726.85

£1,401,369.88

£972,972,597.13

£972,972,597.13
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DESCRIPTION OF STOCK NOMINAL PRICE / VALUE / TOTAL
VALUE ACCRUED ACCRUED VALUE ON
INTEREST % INTEREST 31/03/2022

Brought forward £962,412,726.85 £972,972,597.13| £972,972,597.13|

CREDIT FINANCE COMPANY LTD FIXED TERM 3 YEAR £5,000,000.00 100.000 £5,000,000.00 £5,019,109.64
MONTHLY INCOME DEBENTURE 1 FEBRUARY 2025 £19,109.64,

CREDIT FINANCE COMPANY LTD FIXED TERM £9,250,000.00 100.000 £9,250,000.00 £9,297,137.05
MONTHLY INCOME DEBENTURE 1 APRIL 2024 £47,137.05

GIBRALTAR NATIONAL MINT LTD FIXED TERM 3 YEAR £500,000.00 100.000 £500,000.00 £501,698.49
MONTHLY INCOME DEBENTURE 1 MAY 2023 £1,698.49

GSBA LTD FIXED TERM 5 YEAR MONTHLY INCOME DEBENTURE 1 DECEMBER 2024 £10,000,000.00| 100.000 £10,000,000.00| £10,050,959.04
£50,959.04

GSBA LTD FIXED TERM 5 YEAR MONTHLY INCOME DEBENTURE 1 MARCH 2025 £10,000,000.00 100.000 £10,000,000.00 £10,050,959.04
£50,959.04,

GIBRALTAR PROPERTIES LTD MONTHLY INCOME DEBENTURE £20,000,000.00| 100.000 £20,000,000.00| £20,050,959.04
£50,959.04

GIBRALTAR PROPERTIES LTD MONTHLY INCOME DEBENTURE £10,000,000.00 100.000 £10,000,000.00 £10,025,479.52
£25,479.52

GIBTELECOM LTD - ORDINARY SHARES (1) £15,000.00, 503985.271 £75,597,790.66| £75,597,790.66|

GSBA LTD - ORDINARY SHARES £11,000,000.00| 100.000 £11,000,000.00| £11,000,000.00|

VISA - SHAREHOLDING (2) £7.92 33463.997 £265,034.86 £265,034.86

CREDIT FINANCE COMPANY LTD - ORDINARY SHARES £1.00 100.000 £1.00 £1.00

BANK OF ENGLAND £41,181,739.47| 100.000 £41,181,739.47| £41,182,461.54
£722.07

BARCLAYS BANK PLC £7,541.26 100.000 £7,541.26 £7,541.26

NATIONAL WESTMINSTER OFFSHORE LTD £263,101,250.71] 100.000 £263,101,250.71] £263,125,655.60
£24,404.89

TRUSTED NOVUS BANK £432,975.49 100.000 £432,975.49 £433,039.44
£63.95

GIBRALTAR INTERNATIONAL BANK £105,528,957.42| 100.000 £105,528,957.42| £105,565,027.93|
£36,070.51

KLEINWORT HAMBROS BANK £20,560,937.08| 100.000 £20,560,937.08| £20,561,303.23
£366.15

MONEYCORP BANK £7,097,585.02 100.000 £7,097,585.02 £7,106,398.49

£1,476,088,722.22

Notes:

(1) The Savings Bank Fund has paid and holds the beneficial interest in 15,000 Ordinary Shares (7,500 Class A and 7,500 Class B) of
£1 each in Gibtelecom Ltd, with the legal interest in these shares being held by the Government of Gibraltar.

(2) The Visa shareholding is based on a re-valuation as at 31 March 2022 of its 230 Series C preference shares in Visa Inc.
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Notes to the Accounts For the Year Ended 31 March 2022

1.

Principal Accounting Policies

Basis of Accounting

These financial statements have been prepared on a ‘cash basis’, in line with the standards for the
preparation of the public accounts of Gibraltar, except for the accounting policies shown hereunder:

Interest earned on investments and interest payable is accounted for on an accrual basis.
Investments

The investments in bonds and other securities managed by the Crown Agents have been valued as fair
value or amortised cost, depending on the portfolio in which they are held.

Shares are valued at fair value or cost.
Debentures are valued at cost plus accrued interest.

Investment Income

Investment income includes return on debentures, dividends, interest on investments and bank interest
as follows:

2022 2021
£ £
Return on Debentures 43,442,798 42,545,426
Dividends 17,811,327 21,476,167
Interest on Investments 2,752,970 3,253,226
Bank Interest 1,158,151 961,062
Total 55,165,246 48,235,881

() Dividends includes return on shares of £2,150 for the year ending 2022.
(2 Dividends includes return on shares of £13,668 for the year ending 2021.

Related Party Transactions

The Director considers that the transactions during the year and the balances as at 31 March 2022 with
related parties were as follows:

2022 Transactions Balances
Debenture Interest Dividends Other Receipts Debentures

£ £ £ £
HM Government of Gibraltar 18,915,595 - - 372,700,000
Credit Finance Company Limited 22,407,194 (2 5309,177 - (3) 418,000,000
Gibraltar Properties Limited 900,005 - - 30,000,000
GSBA Limited 1,200,007 1,500,000 - 20,000,000
Gibraltar National Mint Limited 19,997 - - 500,000
Gibtelecom Limited - 1,000,000 - -
Total (1)43,442,798 7,809,177 - 841,200,000
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(1)

2)

3)

Debenture interest includes accrued interest up to 31 March 2022.

Preference Shares of £9.25m held by the Gibraltar Savings Bank in Credit Finance Company Limited were redeemed on 1
December 2021 and a non-convertible debenture to the same value was created and issued by the Company on the
same date as consideration for the redemption. The amount of £5,309,177 includes this element of return from the
Preference Shares (i.e. £309,177).

In order to process this transaction and comply with the Companies Act, Credit Finance Company Ltd had to issue and
redeem 93 preference shares to the Gibraltar Savings Bank on the 1 December 2021.

The amount of £5,309,177 also includes £4,999,999.83 which was the interim dividend declared by Credit Finance
Company Limited to the Gibraltar Development Corporation on 30 March 2022, being one of the two ordinary
shareholders of Credit Finance Company Limited. However, in accordance with Article 113 of the Company’s Articles of
Association, the Gibraltar Development Corporation directed that its respective dividend be paid to the Gibraltar Savings
Bank on 30 March 2022.

During the financial year the following debentures were issued to the Gibraltar Savings Bank:-

e Credit Finance Company Limited Monthly Income Debenture - £9,250,000 issued on 1 December 2021,
maturing on 1 April 2024

e (Credit Finance Company Limited Monthly Income Debenture - £5,000,000 issued on 1 February 2022,
maturing on 1 February 2025

2021 Transactions Balances
Debenture Interest Dividends Other Receipts Debentures

£ £ £ £

HM Government of Gibraltar 18,415,458 - - 372,700,000

Credit Finance Company Limited 22,011,612 462,499 3,750,000 403,750,000

Gibraltar Properties Limited 900,000 - - 30,000,000

GSBA Limited 1,200,000 - - 20,000,000

Gibraltar National Mint Limited 18,356 - - 500,000

Gibtelecom Limited - 1,000,000 - -

Total (4)42,545,426 1,462,499 3,750,000 826,950,000

4) Debenture interest includes accrued interest up to 31 March 2021.
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THE CERTIFICATE OF THE PRINCIPAL AUDITOR TO THE MINISTER
WITH RESPONSIBILITY FOR PUBLIC FINANCE

| certify that | have audited the financial statements of the Gibraltar Savings
Bank for the financial year ended 31 March 2023 in accordance with the
provisions of Section 12 of the Gibraltar Savings Bank Act. These statements
comprise the Income and Expenditure Account, the Deposits and Withdrawals
Account, the Investment Adjustment Account, the Reserve Account, the
Balance Sheet, the Statement of Investments and the related notes. These
financial statements have been prepared using the cash receipts and
disbursements basis of accounting, as modified by the accounting policies set
out within them.

Respective responsibilities of the Director of the Gibraltar Savings Bank
and the Principal Auditor

The Director of the Gibraltar Savings Bank is responsible for the preparation of
the financial statements and for being satisfied that they are properly presented.
The policy is to prepare the financial statements on the cash receipts and
disbursements basis, as modified by the accounting policies set out within
them. On the cash basis, revenue is recognised when received rather than
when earned, and expenses are recognised when paid rather than when
incurred.

My responsibility is to audit, certify and report on the financial statements in
accordance with the provisions of Section 12 of the Gibraltar Savings Bank Act.
| have conducted my audit of the financial statements in accordance with
generally accepted government auditing standards.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the
financial statements sufficient to give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or
error. This includes an assessment of: whether the accounting policies are
appropriate to the Gibraltar Savings Bank’s circumstances and have been
consistently applied and adequately disclosed; and the overall presentation of
the financial statements. In addition, | read all the financial and non-financial
information in the Report of the Director of the Gibraltar Savings Bank to identify
material inconsistencies with the audited financial statements. If | become
aware of any apparent material misstatements or inconsistencies, | consider
the implications for my certificate.

| am required to obtain evidence sufficient to give reasonable assurance that
the income and expenditure recorded in the financial statements have been
applied to the purposes intended by the Gibraltar Savings Bank Act and the
financial transactions recorded in the financial statements conform to the
authorities that govern them.
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Audit Certificate

Opinion on regularity

In my opinion, in all material respects, the income and expenditure recorded in
the financial statements have been applied to the purposes intended by the
Gibraltar Savings Bank Act and the financial transactions recorded in the
financial statements conform to the authorities that govern them.

Opinion on financial statements

In my opinion, the financial statements properly present the revenue collected
and expenses paid, the deposits and withdrawals, the investment adjustment
and the reserve for the financial year ended 31 March 2023 and the assets and
liabilities as at the end of that period.

Opinion on other matters

In my opinion, the information given in the Report of the Director of the Gibraltar
Savings Bank is consistent with the financial statements.

Matters for which | report by exception

| have nothing to report in respect of the following matters, which | report to you
if, in my opinion:

¢ | have not received all of the information and explanations, which to the
best of my knowledge and belief were necessary for the purpose of the
audit; or

e proper books of account have not been kept by the Gibraltar Savings Bank,
so far as appears from the examination of those books; or

o the Gibraltar Savings Bank has not discharged its financial duties and
obligations in accordance with the provisions of the Gibraltar Savings Bank
Act; or

¢ the financial statements are not in agreement with the accounting records.

Report
The observations on the financial statements are detailed in my Report.

A R Sacramento
Principal Auditor
Gibraltar Audit Office

31 October 2023
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GIBRALTAR SAVINGS BANK
ACCOUNTS FOR THE FINANCIAL YEAR ENDED 31 MARCH 2023

REPORT

1.1 Income and Expenditure - The investment income of the Gibraltar Savings
Bank for the year ended 31 March 2023 amounted to £63.67m, a year-on-year
increase of £8.50m compared to £55.17m received in the previous financial year.
The income derived from investments is composed of £48.32m from the return
on debentures; £9.68m from bank interest; £4.16m from the investments
managed by the Crown Agents and £1.51m in dividend payments.

1.2 In recent years the Gibraltar Savings Bank has received dividends that were
declared by Credit Finance Company Limited to the Gibraltar Development
Corporation, but the Corporation waived the right to these dividends and directed
that the dividends should be paid to the Gibraltar Savings Bank. In contrast, on
15 February 2023, Credit Finance Company Limited declared and paid an interim
dividend of £500k to the Gibraltar Savings Bank (the shareholder of one ordinary
A share of £1) as a consequence of re-classifying the company’s share capital
into A and B ordinary shares on 1 February 2023. The acting Director, Gibraltar
Savings Bank confirmed that Credit Finance Company Limited did not declare
the payment of a dividend to the Gibraltar Development Corporation (the
shareholder of 29,999,999 ordinary B shares of £1 each) during the year.

1.3 Interest paid during the financial year 2022-23 totalled £51.45m compared to
£48.70m during the previous financial year. Other expenditure during 2022-23
included: £0.53m in management and other charges, reflecting an increase of
£0.04m from the previous year’'s expenditure of £0.49m; and £0.31m in respect
of banking platform costs and annual licence fees.

1.4 The net operating income of the Gibraltar Savings Bank during the financial year
ended 31 March 2023 was £12.01m, compared to a net income of £5.88m in the

last financial year.

2.1 Bank Deposits - There was a net increase of £47.52m in the deposits of the
Gibraltar Savings Bank during the financial year 2022-23 compared to a net
increase in deposits of £63.24m in the previous financial year.

2.2 The level of non-Government deposits held by the bank at the end of the year
increased by £32.08m to £1,451.66m compared to the balance held at the end
of the previous year of £1,419.58m. The increase in non-Government deposits
during the year was largely as a result of a net increase in the issue of Gibraltar
Savings Bank Debentures (£24.43m); a net increase in Gibraltar Savings Bank
Bonds (£6.43m); a net increase in non-Government On-call Investment Accounts
(£1.18m); and a net increase in Ordinary Deposits (£0.04m).

2.3 There was a total sum of £13.12m held in non-Government On-call Investment
Accounts as at 31 March 2023. These deposits largely relate to: £5.11m from
the holding of unclaimed debentures pertaining to deceased debenture holders;
£5.08m in respect of unclaimed funds that remained unredeemed on the maturity
of Gibraltar Savings Bank Debentures; £2.70m being the remaining balance from
the COVID-19 Response Fund transferred to the Government Trust Fund —
Donations on 31 March 2023; and £0.21m in respect of unclaimed funds that
remained unredeemed on the maturity of Gibraltar Savings Bank Bonds.

2.4 Government deposits on 31 March 2023 stood at £110.74m, a net increase of
£15.43m compared to the balance held at the end of the previous financial year
amounting to £95.31m. The net increase in Government deposits in the Gibraltar
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Savings Bank during the year was largely attributable to a rise in the level of
Government liquid reserves (£11.35m); and the increase in the balances of the
Statutory Benefits Fund (£3.10m), General Sinking Fund (£2.15m) and the Note
Security Fund (£1.05m); and a decrease of £2.70m in respect of the COVID-19
Response Fund transferred to the Government Trust Fund — Donations, as
previously mentioned in paragraph 2.3. On-call Investment Accounts under
Government Deposits include £12.00m of cash safekeeping deposits in respect
of the Note Security Fund, relatlng to currency notes in circulation, that does not
generate interest.

3.1 Bank Investments - There was a net capital loss on the Gibraltar Savings Bank
investments amounting to £0.96m during 2022-23, compared to a net capital loss
of £0.77m in the previous financial year.

3.2 The graphic chart and the table below show the comparable position of the
Gibraltar Savings Bank investments at the year-end over the last five financial
years. As can be seen, there has been a progressive increase in the investments
held by the Gibraltar Savings Bank in Government-owned Companies and
Corporations during the last five years. Additionally, investments by the Gibraltar
Savings Bank with the Government of Gibraltar have increased from the position
five years ago. Conversely, investments with the Crown Agents have decreased
over the same period, although there was further investment in this sector in the
previous year.

£ million
700
600
500
400 — _ e :
300 ) ;ﬂ" : i
; 1 i
- i} .|
o0 i I l 1 I r I i
0 || | _...J | L]
201 8/1 9 201 9/20 2020/21 2021/22 2022/23
Financial Year
Gibraltar Savings Bank Investments 2018-19 2019-20 2020-21 2021-22 2022-23
Crown Agents * 242.70m 157.48m 154.96m 190.78m 190.43m
Government of Gibraltar (Public Debt) 251.44m 326.68m 376.78m 376.83m 377.20m
Government-owned Companies & Corporations 495.89m 547.89m 552.17m 557.22m 617.45m
'mgl Other Banks ** 400.29m 290.31m 369.32m 396.80m 394.14m
[=] Bank of England 40.89m |  41.14m |  41.15m | 41.18m | 42.18m
| Total Investments 1,431.21m | 1,363.50m | 1,494.38m | 1,562.81m | 1,621.40m

* Includes investments held in Visa Shares.

** Includes investments held with the Gibraltar Intemational Bank, which is a partly-owned Government bank.

4.1 Bank Reserves - The Gibraltar Savings Bank (Amendment) Act 2008, which
came into operation on 24 July 2008, provides, 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 Bank 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. No transfers were
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made from the Bank’s Reserve Account to the Consolidated Fund during the
financial year 2022-23. The reserves as at 31 March 2023 stood at £67.18m
reflecting an increase of £11.05m compared to the position at the end of the
previous financial year of £56.13m.

5.1 Subsequent Events - The following events occurred after the end of the
reporting period up to the audit certification of these financial statements on 31
October 2023:

¢ On 1 May 2023, Gibraltar National Mint Limited repaid on maturity the
£0.50m debenture, bearing interest at 4%, issued to the Gibraltar Savings
Bank on 1 May 2020;

e On 31 August 2023, Gibraltar Properties Limited issued a 3-year non-
convertible debenture of £10.00m to the Gibraltar Savings Bank, bearing
interest at 3.25% per annum; and

e On 8 September 2023, GSBA Limited issued a 4-year non-convertible
debenture of £20.00m to the Gibraltar Savings Bank, bearing interest at
6.25% per annum.

A R Sacramento
Principal Auditor
Gibraltar Audit Office

31 October 2023
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Gibraltar Savings Bank
Director’s Report on the Accounts for the Year Ended 31 March 2023

The directors who held office during the year and up to the date of the signing of these
accounts were Charles Santos, up to 30 September 2022 and Tessa Perera, as from 1 October
2022.

The Gibraltar Savings Bank is accounted for through a Government Special Fund - the
Savings Bank Fund.

Income during the year totalled £64.34 million and was comprised of £63.67 million from
investment income and £0.67 million from early redemption charges and miscellaneous
receipts.

Net income during the year ended 31 March 2023 was £12.01 million, compared with a net
income of £5.88 million during the previous year.

There was a net capital loss on the funds’ investments of £0.96 million for the year.
Management and other charges for the year ending 31 March 2023 totalled £0.53 million.
The net increase in reserves during the year was £11.05 million compared to an increase in
reserves of £5.11 million during the previous year. The reserves as at 31 March 2023 stood at
£67.18 million.

At the year-end, the deposits of the bank, excluding £3.95 million of accrued interest, stood

at £1,562.40 million. The previous year-end figure totalled £1,514.89 million. Deposits as at
31 March 2023 were made up as follows:

Deposits Previous
Year

Non-Government Deposits f'm £'m
Ordinary Deposits 108.66 108.62
On-Call investment Accounts 13.12 11.94
Pensioners’ Monthly Income Debentures 7.36 8.50
Special Issue of Pensioners’ Monthly Income Debentures 01/01/25 22.73 24.40
Monthly Income Debentures 39.55 58.38
Special Issue of Monthly Income Debentures 1.77 1.92
1-Year Fixed Term Monthly Income Debentures (Variable) 17.63 0.00
3-Year Fixed Term Monthly Income Debentures 28.23 38.46
5-Year Fixed Term Monthly Income Debentures (Variable) 20.97 0.00
5-Year Fixed Term Monthly Income Debentures 246.75 283.16
5-Year Fixed Term Pensioners’ Monthly Income Debentures 0.00 18.79
10-Year Fixed Term Pensioners’ Monthly Income Debentures 712.91 639.86
10-Year Accumulator Bonds 0.00 4.68
10-Year Pensioner Accumulator Bonds 0.00 4.75
Children’s Bond 17.82 14.17
Gibraltar Provident Trust Fund Bonds 6.83 7.12
Guaranteed Superannuation Fund Bond 207.33 194.83

1,451.66 1,419.58

132




APPENDIX E (Cont'd)

Government Deposits
On-Call Investment Accounts 110.74 95.31

1,562.40 1,514.89

Non-Government Deposits stood at £1,451.66 million. The increase of £32.08 million over
the previous year is mainly as a result of the issue of Gibraltar Savings Bank debentures and
an increase of £12.50 million in the Guaranteed Superannuation Fund Bond.

Government deposits in the Gibraltar Savings Bank increased by £15.43 million. This is mainly
attributable to an increase in the Note Security Fund, the General Sinking Fund, the Statutory
Benefits Fund and the level of Government Liquid Reserves held by the bank.

The interest rates payable to depositors by the bank during the period April 2022 to March
2023 were as follows:-

Ordinary Deposits 0.50 per cent per annum

0.75 per cent per annum w.e.f. 01/12/22
Monthly Income Debentures 0.75 or 2.00 per cent per annum
Pensioners’ Monthly Income Debentures 2.00 per cent per annum
Special Issue of Monthly Income Debentures 2.00 per cent per annum

1-Year Fixed Term Monthly Income Debentures
(Variable) 3.75 per cent

3-Year Fixed Term Monthly Income Debentures | 1.50 or 2.00 per cent per annum

5-Year Fixed Term Monthly Income Debentures
(variable) 4.25 per cent

'5-Year Fixed Term Monthly Income Debentures | 2.50 or 3.00 per cent per annum

10-Year Fixed Term Pensioners’ Monthly Income

Debentures 5.00 per cent per annum
Special Issue of Pensioners’ Monthly Income

Debentures 01/01/25 2.25 per cent per annum
Children’s Bond 5.00 per cent per annum

On 1 November 2022, the Gibraltar Savings Bank issued two new Fixed Term Variable
Interest Monthly Income Debentures; effectively providing the Gibraltar Savings Bank with
the facility to offer clients the opportunity to fix deposits for 1 and/or 5 years at the interest
rate applicable on the day of investment.

The interest rate for the Ordinary Deposit Accounts was increased from 0.5% to 0.75% with
effect from 1 December 2022.

The 10-Year Accumulator Bonds and the 10-Year Pensioner Accumulator Bonds paid interest

on an annual increasing rate from 2% to 11% per annum, with the last one maturing on 1
January 2023.
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Review of business

The following are the main dividends received by Gibraltar Savings Bank during the financial

year:

£1,000,000 from Gibtelecom Limited
£500,000 from Credit Finance Company Limited

During the financial year the following debentures were issued to the Gibraltar Savings Bank:

Credit Finance Company Limited 3 Year Monthly Income Debenture - £10,000,000
issued on 1 April 2022, maturing 1 April 2025

Gibraltar Properties Limited 3 Year Monthly Income Debenture - £20,000,000 issued
on 20 June 2022, maturing on 20 June 2025

Gibraltar Properties Limited 3 Year Monthly Income Debenture - £10,000,000 issued
on 15 August 2022, maturing on 15 August 2025

Gibraltar Properties Limited 3 Year Monthly Income Debenture - £10,000,000 issued
on 1 November 2022, maturing on 1 November 2025

Gibraltar Properties Limited 3 Year Monthly Income Debenture - £20,000,000 issued
on 15 December 2022, maturing on 15 December 2025

Two of the existing debentures increased during the financial year as follows:

GSBA Limited Monthly Income Debenture - increased from £10,000,000 to
£20,000,000 on the 31 July 2022
GSBA Limited Monthly Income Debenture - increased from £10,000,000 to
£20,000,000 on the 31 July 2022

The following debenture was repaid during the financial year:

Credit Finance Company Limited 3 Year Monthly Income Debenture - £10,000,000
repaid on 1 April 2022

Gibraltar Properties Limited Monthly Income Debenture - £20,000,000 repaid on 31
October 2022

134



APPENDIX E (Cont'd)

£'million

70.00
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T Perera

Director, Gibraltar Savings Bank (ag)

31 October 2023
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ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2023

INCOME AND EXPENDITURE ACCOUNT

Note
INCOME
Investment Income 2
Early Redemption Charges
Miscellaneous Receipts

EXPENDITURE

Interest Paid:

Debentures

On-Call Investment Accounts
Ordinary Deposits

Bonds

Banking Platform Costs and Annual Licence Fees
Miscellaneous Expenses
Management and Other Charges

Net Income transferred to Reserve Account

DEPOSITS AND WITHDRAWALS ACCOUNT

INCREASE IN DEPOSITS
Debentures

On-Call Investment Accounts
Ordinary Deposits

Bonds

DECREASE IN DEPOSITS
Net Increase in Deposits

INVESTMENT ADJUSTMENT ACCOUNT

INCREASE IN INVESTMENTS

DECREASE IN INVESTMENTS
Net Capital Loss on Investments
Net Decrease in Investments transferred to Reserve Account

RESERVE ACCOUNT

INCREASE IN RESERVES
Net Income transferred from Income and Expenditure Account

DECREASE IN RESERVES
Transfer of Surplus to Consolidated Fund

Net Decrease in Investments transferred from Investment Adjustment Account

Net Increase in Reserves
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2023
f

63,670,028
408,478
263,866

64,342,372

44,365,168
715,520
596,056

5,768,866

51,445,610

314,691
38,432
530,666

(52,329,399)
12,012,973

24,434,600
16,609,764
45,711
6,424,957
47,515,032

47,515,032

(961,063)
(961,063)

12,012,973

(961,063)

11,051,910

2022

55,165,246
180,381
55,097
55,400,724

42,102,442
116,361
550,082

5,931,929

48,700,814

298,964
28,099
492,430

(49,520,307)
5,880,417

49,110,400
2,876,314
1,216,248

10,025,558

63,235,520

__ 63235520

(767,672)

(767,672)

5,880,417

(767,672)
5,112,745



SAVINGS BANK FUND

BALANCE SHEET AS AT 31 MARCH 2023

ASSETS
Investments on 1 April 2022

Net Purchase of Investments during the year

Net Decrease in Investments as per Investment Adjustment Account

Investments on 31 March 2023
Cash in Hand

FINANCED BY

Debentures

Deposits on 1 April 2022

Accrued Interest on 1 April 2022

Net Increase in Deposits

Increase in Accrued Interest during the year
Deposits on 31 March 2023

On-Call Investment Accounts

Deposits on 1 April 2022

Net Increase in Deposits during the year
Deposits on 31 March 2023

Ordinary Deposits

Deposits on 1 April 2022

Net Increase in Deposits during the year
Deposits on 31 March 2023

Bonds

Deposits on 1 April 2022

Accrued Interest on 1 April 2022

Net Increase in Deposits during the year

Decrease in Accrued Interest during the year
Deposits on 31 March 2023

Total Deposits on 31 March 2023

Reserve Account
Reserve Account on 1 April 2022
Net Increase in Reserves during the year
Reserve Account on 31 March 2023
Fund Account Balance on 31 March 2023
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2023
£

1,562,813,153
59,549,258

1,622,362,411
(961,063)

1,621,401,348
12,137,380

1,633,538,728

1,073,467,700
3,629,603
24,434,600
246,136

1,101,778,039

107,255,299

16,609,764

123,865,063

108,616,050
45,711
108,661,761

225,550,783
332,151
6,424,957
(256,804)

232,051,087

1,566,355,950

56,130,868

11,051,910

67,182,778

1,633,538,728

=,

T Perera

2022
£

1,494,375,170
69,205,655

1,563,580,825
(767,672)

1,562,813,153
12,169,301

1,574,982,454

1,024,357,300
3,485,897
49,110,400
143,706

1,077,097,303

104,378,985
2,876,314

107,255,299

107,396,802
1,219,248

108,616,050

215,521,225
313,517
10,029,558
18,634

225,882,934

1,518,851,586

51,018,123

5,112,745

56,130,868

1,574,982,454

Director, Gibraltar Savings Bank (ag)

31 October 2023
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DESCRIPTION OF STOCK NOMINAL PRICE / VALUE / TOTAL
VALUE ACCRUED ACCRUED VALUE ON
INTEREST % INTEREST 31/03/2023

BANK OF CHINA/LONDON FRN 10/08/23 £1,000,000.00 99.849 £998,490.00 £1,004,534.08
0.604 £6,044.08

BANQUE FED CRED MUTUEL FRN 26/01/25 £1,000,000.00 99.391 £993,910.00 £1,001,509.69
0.760 £7,599.69

UK MUNI BONDS AGENCY FRN 12/03/25 £300,000.00 100.367 £301,101.00 £301,802.93
0.234 £701.93

AAREAL BANK AG FRN 29/04/25 £1,300,000.00 100.811 £1,310,543.00 £1,320,928.45
0.799 £10,385.45

BANK OF NOVA SCOTIA FRN 22/06/26 £1,000,000.00 101.218 £1,012,180.00 £1,013,402.07
0.122 £1,222.07

UNITED OVERSEAS BANK FRN 21/09/26 £1,000,000.00 101.127 £1,011,270.00 £1,012,627.16
0.136 £1,357.16

SIEMENS FINANCIERINGSMAT 0.875% 05/06/23 £1,000,000.00 99.294 £992,940.00 £1,000,107.81
0.717 £7,167.81

LLOYDS BK CORP MKTS PLC 1.5% 23/06/23 £800,000.00 99.134 £793,072.00 £796,302.77
0.404 £3,230.77

COVENTRY BLDG SOCIETY 1.875% 24/10/23 £1,000,000.00 98.040 £980,400.00 £988,538.74
0.814 £8,138.74

VOLKSWAGEN FIN SERVICES NV 1.625% 10/02/24 £1,000,000.00 96.989 £969,890.00 £972,071.51
0.218 £2,181.51

BASF SE 1.75% 11/03/25 £1,000,000.00 94.205 £942,050.00 £943,006.28
0.096 £956.28

BG ENERGY CAPITAL PLC 5.125% 01/12/25 £900,000.00 100.986 £908,874.00 £924,038.38
1.685 £15,164.38

TOYOTA MOTOR FINANCE BV 4.625% 08/06/26 £900,000.00 99.788 £898,092.00 £910,978.64
1.432 £12,886.64

DNBNO 2.625 10/06/26 £1,000,000.00 94.833 £948,330.00 £969,473.84
2.114 £21,143.84

BP CAPITAL MARKETS PLC 2.274% 03/07/26 £900,000.00 93.548 £841,932.00 £846,850.62
: 0.547 £4,918.62

TD 2.875 05/04/27 £1,000,000.00 91.492 £914,920.00 £943,276.16
2.836 £28,356.16

NATWEST MARKETS PLC 6.375% 08/11/27 £900,000.00 104.143 £937,287.00 £959,765.42
2.498 £22,478.42

KOMMUNEKREDIT 0.375% 15/11/24 £1,100,000.00 93535 £1,028,885.00 £1,030,421.99
0.140 £1,536.99

IFFIM 2.75% 07/06/25 £800,000.00 96.797 £774,376.00 £789,323.95
1.868 £14,947.95

BANK OF CHINA/LONDON FRN 10/08/23 £3,000,000.00 100.000 £3,000,000.00 £3,018,132.23
0.604 £18,132.23

ROYAL BANK OF CANADA FRN 30/01/25 £2,000,000.00 100311 £2,006,227.08 £2,020,462.24
0.712 £14,235.16

AAREAL BANK AG FRN 29/04/25 £6,000,000.00 101.469 £6,088,110.73 £6,136,043.60
0.799 £47,932.87

UNITED OVERSEAS BANK FRN 21/09/26 £3,000,000.00 102.439 £3,073,165.30 £3,077,236.78
0.136 £4,071.48

Carried forward £31,900,000.00 £31,980,835.34 £31,980,835.34
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DESCRIPTION OF STOCK NOMINAL PRICE / VALUE / TOTAL
VALUE ACCRUED ACCRUED VALUE ON
INTEREST % INTEREST 31/03/2023
Brought forward £31,900,000.00 £31,980,835.34 £31,980,835.34
DEXIA CREDIT LOCAL 0.5% 22/07/23 £3,000,000.00 99.770 £2,993,106.16 £3,003,462.32
0.345 £10,356.16
VW 1.125 18/09/23 £7,000,000.00 100.115 £7,008,055.73 £7,049,911.89
0.598 £41,856.16
NATIONAL GRID PLC 3.625% 06/11/23 £5,000,000.00 101.437 £5,071,839.89 £5,143,843.31
1.440 £72,003.42
BANCO SANTANDER SA 1.375% 31/07/24 £5,000,000.00 99.816 £4,990,777.54 £5,036,548.09
0.915 £45,770.55
GENERAL MOTORS FINL CO 06/09/24 £7,000,000.00 101.716 £7,120,138.04 £7,209,028.45
1.270 £88,890.41
DEUTSCHE BANK AG 2.625% 16/12/24 £7,000,000.00 102.397 £7,167,768.00 £7,220,627.59
0.755 £52,859.59
COMMERZBANK AG 1.75% 22/01/25 £5,000,000.00 95.402 £4,770,094.38 £4,786,395.75
0.326 £16,301.37
BANK OF AMERICA CORP 2.3% 25/07/25 £5,000,000.00 102.475 £5,123,750.00 £5,202,202.05
1.569 £78,452.05
CREDIT SUISSE GROUP AG 2.125% 12/09/25 £7,000,000.00 101.714 £7,119,998.15 £7,201,505.00
1.164 £81,506.85
HAMMERSON PLC 3.5% 27/10/25 £7,000,000.00 103.726 £7,260,846.19 £7,364,887.29
1.486 £104,041.10
OEKB OEST. KONTROLLBANK 0.5% 15/12/25 £1,800,000.00 99.911 £1,798,391.77 £1,801,005.47
0.145 £2,613.70
GOLDMAN SACHS GROUP INC 1% 16/12/25 £7,000,000.00 99.969 £6,997,841.63 £7,017,978.62
0.288 £20,136.99
NESTLE HOLDINGS INC 0.625% 18/12/25 £2,000,000.00 99.823 £1,996,455.72 £1,999,983.12
0.176 £3,527.40
JP MORGAN CHASE & CO 0.991% 28/04/26 £7,000,000.00 100.153 £7,010,716.28 £7,074,764.75
0.91S £64,048.47
VOLKSWAGEN FIN SERV 1.125% 05/07/26 £3,000,000.00 99.631 £2,988,918.89 £3,013,792.18
0.829 £24,873.29
NATL GRID ELECT TRANS 1.375% 16/09/26 £2,000,000.00 90.295 £1,805,904.58 £1,820,671.70
0.738 £14,767.12
AT&T INC 2.9% 04/12/26 £4,500,000.00 104.833 £4,717,478.33 £4,759,309.84
0.930 £41,831.51
SCTWID 5.5 16/06/23 £7,000,000.00 100.295 £7,020,684.31 £7,324,465.13
4.340 £303,780.82
LLOYDS BK CORP MKTS PLC 1.5% 23/06/23 £1,000,000.00 99.861 £998,608.92 £1,002,647.38
0.404 £4,038.46
L-BANK BW FORDERBANK 1.375% 15/12/23 £7,000,000.00 100.638 £7,044,683.82 £7,072,635.87
0.399 £27,952.05
LLOYDS BANKING GROUP PLC 2.25% 16/10/24 £6,500,000.00 97.907 £6,363,944.71 £6,430,458.41
1.023 £66,513.70
BP CAPITAL MARKETS PLC 2.03% 14/02/25 £2,400,000.00 102.382 £2,457,170.27 £2,463,226.62
0.252 £6,056.35

Carried forward

£141,100,000.00

£142,980,186.17

£142,980,186.17
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DESCRIPTION OF STOCK NOMINAL PRICE / VALUE / TOTAL
VALUE ACCRUED ACCRUED VALUE ON
INTEREST % INTEREST 31/03/2023

Brought forward £141,100,000.00 £142,980,186.17 £142,980,186.17

SIEMENS FINANCIERINGSMAT 1% 20/02/25 £3,000,000.00 100.645 £3,019,341.62 £3,022,547.10
0.107 £3,205.48

WELLS FARGO & COMPANY 2% 28/07/25 £4,000,000.00 97.151 £3,886,041.85 £3,939,959.66
1.348 £53,917.81

BNP PARIBAS 3.375 23/01/26 £7,000,000.00 102.963 £7,207,414.34 £7,250,780.78
0.620 £43,366.44

DNBNO 2.625 10/06/26 £5,000,000.00 95.811 £4,790,540.11 £4,896,259.29
2.114 £105,719.18

BP CAPITAL MARKETS PLC 2.274% 03/07/26 £2,000,000.00 93.035 £1,860,692.50 £1,871,622.78
0.547 £10,930.28

BAT CAPITAL CORP 4 04/09/26 £6,500,000.00 97.288 £6,323,701.96 £6,471,866.34
2.279 £148,164.38

SKIPTON BUILDING SOCIETY 2% 02/10/26 £5,000,000.00 101.896 £5,094,819.12 £5,144,269.67
0.989 £49,450.55

HSBC 2.256 13/11/26 £3,500,000.00 93.881 £3,285,843.59 £3,315,696.96
0.853 £29,853.37

HSBC 1.75 24/07/27 £1,500,000.00 88.529 £1,327,929.45 £1,345,908.90
1.199 £17,979.45

NATIONWIDE BLDG SOCIETY 6.178% 07/12/27 £200,000.00 100.000 £200,000.00 £203,859.13
1.930 £3,859.13

KOMMUNEKREDIT 0.375% 15/11/24 £4,000,000.00 99.963 £3,998,503.26 £4,0b4,092.30
0.140 £5,589.04

KOMMUNALBANKEN AS 1.5% 15/12/23 £5,000,000.00 100.910 £5,045,482.64 £5,067,263.46
0.436 £21,780.82

BANK OF NEW YORK GBP A/C £714,550.93 100.000 £714,550.93 £766,305.45
£51,754.52

GOVERNMENT OF GIBRALTAR MONTHLY INCOME DEBENTURES £147,700,000.00 100.000 £147,700,000.00 £148,452,662.95
£752,662.95

GOVERNMENT OF GIBRALTAR DEBENTURE £100,000,000.00 100.000 £100,000,000.00 £102,991,781.52
£2,991,781.52

GOVERNMENT OF GIBRALTAR FIXED TERM 5 YEAR £75,000,000.00 100.000 £75,000,000.00 £75,453,698.60
MONTHLY INCOME DEBENTURE 10 OCTOBER 2024 £453,698.60

GOVERNMENT OF GIBRALTAR FIXED TERM 5 YEAR £50,000,000.00 100.000 £50,000,000.00 £50,302,465.66
MONTHLY INCOME DEBENTURE 29 JUNE 2025 £302,465.66

CREDIT FINANCE COMPANY LTD FIXED TERM 10 YEAR £9,250,000.00 100.000 £9,250,000.00 £9,297,137.05
MONTHLY INCOME DEBENTURE 1JANUARY 2029 £47,137.05

CREDIT FINANCE COMPANY LTD FIXED TERM 10 YEAR £3,750,000.00 100.000 £3,750,000.00 £3,769,109.64
MONTHLY INCOME DEBENTURE 1 JANUARY 2031 £19,109.64

CREDIT FINANCE COMPANY LTD FIXED TERM 3 YEAR £10,000,000.00 100.000 £10,000,000.00 £10,038,219.28
MONTHLY INCOME DEBENTURE 1 APRIL 2025 £38,219.28

CREDIT FINANCE COMPANY LTD FIXED TERM 5 YEAR £65,000,000.00 100.000 £65,000,000.00 £65,220,821.99
MONTHLY INCOME DEBENTURE 1 APRiL 2024 £220,821.99

CREDIT FINANCE COMPANY LTD FIXED TERM 5 YEAR £40,750,000.00 100.000 £40,750,000.00 £40,923,047.89
MONTHLY INCOME DEBENTURE 1 APRIL 2024 £173,047.89

CREDIT FINANCE COMPANY LTD FIXED TERM 5 YEAR £275,000,000.00 100.000 £275,000,000.00 £276,401,369.88
MONTHLY INCOME DEBENTURE 1 APRIL 2024 £1,401,369.88

Carried forward £964,964,550.93 £973,130,932.45 £973,130,932.45
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Brought forward £964,964,550.93 £973,130,932.45 £973,130,932.45

CREDIT FINANCE COMPANY LTD FIXED TERM 3 YEAR £5,000,000.00 100.000 £5,000,000.00 £5,019,109.64
MONTHLY INCOME DEBENTURE 1 FEBRUARY 2025 £19,109.64

CREDIT FINANCE COMPANY LTD FIXED TERM £9,250,000.00 100.000 £9,250,000.00 £9,289,280.72
MONTHLY INCOME DEBENTURE 1 APRIL 2024 £39,280.72

GIBRALTAR NATIONAL MINT LTD FIXED TERM 3 YEAR £500,000.00 100.000 £500,000.00 £501,698.49
MONTHLY INCOME DEBENTURE 1 MAY 2023 £1,698.49

GSBA LTD FIXED TERM 5 YEAR MONTHLY INCOME DEBENTURE 1 DECEMBER 2024 £20,000,000.00 100.000 £20,000,000.00 £20,101,917.77
£101,917.77

GSBA LTD FIXED TERM 5 YEAR MONTHLY INCOME DEBENTURE 1 MARCH 2025 £20,000,000.00 100.000 £20,000,000.00 £20,101,917.77
£101,917.77

GIBRALTAR PROPERTIES LTD MONTHLY INCOME DEBENTURE £10,000,000.00 100.000 £10,000,000.00 £10,025,479.52
£25,479.52

GIBRALTAR PROPERTIES LTD FIXED TERM 3 YEAR £20,000,000.00 100.000 £20,000,000.00 £20,055,205.42
MONTHLY INCOME DEBENTURE 20 JUNE 2025 £55,205.42

GIBRALTAR PROPERTIES LTD FIXED TERM 3 YEAR £10,000,000.00 100.000 £10,000,000.00 £10,027,602.71
MONTHLY INCOME DEBENTURE 15 AUGUST 2025 £27,602.71

GIBRALTAR PROPERTIES LTD FIXED TERM 3 YEAR £10,000,000.00 100.000 £10,000,000.00 £10,027,602.71
MONTHLY INCOME DEBENTURE 1 NOVEMBER 2025 £27,602.71

GIBRALTAR PROPERTIES LTD FIXED TERM 3 YEAR £20,000,000.00 100.000 £20,000,000.00 £20,055,205.42
MONTHLY INCOME DEBENTURE 15 DECEMBER 2025 £55,205.42

GIBTELECOM LTD - ORDINARY SHARES (1) £15,000.00 503985.271 £75,597,790.66 £75,597,790.66

GSBA LTD - ORDINARY SHARES £11,000,000.00 100.000 £11,000,000.00 £11,000,000.00

VISA - SHAREHOLDING (2) £7.92 1928612.500 £152,746.11 £152,746.11

CREDIT FINANCE COMPANY LTD - ORDINARY SHARES £1.00 100.000 £1.00 £1.00

BANK OF ENGLAND £42,163,727.71 100.000 £42,163,727.71 £42,173,391.47
£9,663.76

BARCLAYS BANK PLC £15,055,036.12 100.000 £15,055,036.12 £15,068,914.11
£13,877.99

NATIONAL WESTMINSTER OFFSHORE LTD £326,455,363.99 100.000 £326,455,363.99 £330,343,252.12
£3,887,888.13

TRUSTED NOVUS BANK £439,996.21 100.000 £439,996.21 £441,412.89
£1,416.68

GIBRALTAR INTERNATIONAL BANK £20,089,124.87 100.000 £20,089,124.87 £20,089,124.87
£0.00

KLEINWORT HAMBROS BANK £20,908,286.79 100.000 £20,908,286.79 £20,942,554.43
£34,267.64

MONEYCORP BANK £7,232,414.27 100.000 £7,232,414.27 £7,256,207.45
£23,793.18

£1,533,073,509.81 £1,621,401,347.73 £1,621,401,347.73

Notes:

(1) The Savings Bank Fund has paid and holds the beneficial interest in 15,000 Ordinary Shares (7,500 Class A and 7,500 Class B) of
£1 each in Gibtelecom Ltd, with the legal interest in these shares being held by the Government of Gibraltar.

(2) The Visa shareholding is based on a re-valuation as at 31 March 2023 of its 230 Series C preference shares in Visa Inc.
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Notes to the Accounts For the Year Ended 31 March 2023

1.

Principal Accounting Policies

Basis of Accounting

These financial statements have been prepared on a ‘cash basis’, in line with the standards for the
preparation of the public accounts of Gibraltar, except for the accounting policies shown hereunder:

Interest earned on investments and interest payable is accounted for on an accrual basis.

Investments

The investments in bonds and other securities managed by the Crown Agents have been valued at fair
value or amortised cost, depending on the portfolio in which they are held.

Shares are valued at fair value or cost.
Debentures are valued at cost plus accrued interest.

Investment Income

Investment income includes return on debentures, dividends, interest on investments and bank interest
as follows:

2023 2022
£ £
Return on Debentures 48,319,193 43,442,798
Bank Interest 9,685,097 1,158,151
Interest on Investments 4,157,882 2,752,970
Dividends 11,507,856 27,811,327
Total 63,670,028 55,165,246

1) Dividends includes return on shares of £7,856 for the year ending 2023.
(2 Dividends includes return on shares of £2,150 for the year ending 2022.

Related Party Transactions

The Director considers that the transactions during the year and the balances as at 31 March 2023 with
related parties were as follows:

2023 Transactions Balances
Debenture interest Dividends Other Receipts Debentures

£ £ £ £
HM Government of Gibraltar 21,553,781 - - 372,700,000
Credit Finance Company Limited 23,055,002 500,000 - 12) 418,000,000
Gibraltar Properties Limited 1,688,220 - - {2) 70,000,000
GSBA Limited 2,002,192 = - 12} 40,000,000
Gibraltar National Mint Limited 19,998 - - 500,000
Gibtelecom Limited - 1,000,000 - -
Total 1)48,319,193 1,500,000 - 901,200,000
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Notes to the Accounts For the Year Ended 31 March 2023 - Continued

(1)

(2

Debenture interest includes accrued interest up to 31 March 2023.
During the financial year the following debentures were issued to the Gibraltar Savings Bank:-

e Credit Finance Company Limited 3 Year Monthly Income Debenture - £10,000,000 issued on 1 April 2022, maturing on

1 April 2025
e Gibraltar Properties Limited 3 Year Monthly Income Debenture - £20,000,000 issued on 20 June 2022,

maturing on 20 June 2025
o Gibraltar Properties Limited 3 Year Monthly Income Debenture - £10,000,000 issued on 15 August 2022,

maturing on 15 August 2025
e Gibraltar Properties Limited 3 Year Monthly Income Debenture - £10,000,000 issued on 1 November 2022,

maturing on 1 November 2025
e Gibraltar Properties Limited 3 Year Monthly Income Debenture - £20,000,000 issued on 15 December 2022,

maturing on 15 December 2025
Two of the existing debentures increased during the financial year as follows:-

o GSBA Limited Monthly Income Debenture - increased from £10,000,000 to £20,000,000 on 31 July 2022
o GSBA Limited Monthly Income Debenture - increased from £10,000,000 to £20,000,000 on 31 July 2022

The following debenture was repaid during the financial year as follows:-

e Credit Finance Company Limited 3 Year Monthly Income Debenture - £10,000,000 repaid on 1 April 2022
o Gibraltar Properties Limited Monthly Income Debenture - £20,000,000 repaid on 31 October 2022

2022 Transactions Balances
Debenture Interest Dividends Other Receipts Debentures

£ £ £ £
HM Government of Gibraltar 18,915,595 - - 372,700,000
Credit Finance Con’.lpany Limited 22,407,194 (4)5,309,177 - 418,000,000
Gibraltar Properties Limited 900,005 - - 30,000,000
GSBA Limited 1,200,007 1,500,000 - 20,000,000
Gibraltar National Mint Limited 19,997 = - 500,000
Gibtelecom Limited = 1,000,000 - -
Total & )_43,442,798 7,809,177 - 841,200,000

3)

(4)

Debenture interest includes accrued interest up to 31 March 2022.

Preference Shares of £9.25m held by the Gibraltar Savings Bank in Credit Finance Company Limited were redeemed on 1
December 2021 and a non-convertible debenture to the same value was created and issued by the Company on the
same date as consideration for the redemption. The amount of £5,309,177 includes this element of return from the
Preference Shares (i.e. £309,177).

In order to process this transaction and comply with the Companies Act, Credit Finance Company Ltd had to issue and
redeem 93 preference shares to the Gibraltar Savings Bank on the 1 December 2021.

The amount of £5,309,177 also includes £4,999,999.83 which was the interim dividend declared by Credit Finance
Company Limited to the Gibraltar Development Corporation on 30 March 2022, being one of the two ordinary
shareholders of Credit Finance Company Limited. However, in accordance with Article 113 of the Company’s Articles of
Association, the Gibraltar Development Corporation directed that its respective dividend be paid to the Gibraltar Savings
Bank on 30 March 2022.
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PART 3 - DEPARTMENTAL AUDITS

Income Tax

3.11 Income Tax and Corporation Tax Receipts - The combined yield from Incom