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Mr Speaker,

| have the distinct honour to move that the Bill now
be read a second time.

INTRODUCTION

2.

Mr Speaker, this is my eighteenth full budget address as
a Member of this Parliament although last year we had
only a shorter, emergency budget.

Including last year’s shorter, emergency Budget, this is
my tenth full budget address as Chief Minister.

It is a singular honour, Mr Speaker, to be only the third of
our six Chief Minister’s to date to be given the privilege by
our people to lead in this State of the Nation debate after
a third, successive general election success.

| am truly humbled by the trust deposited in me and in
my Cabinet colleagues by the People of Gibraltar.

Mr Speaker, as part of my address on this second reading
of the Appropriation Bill, | have the honourto present the
estimates of Government’s revenue and expenditure for
the year ending 31st March 2022.



| also have the honour to present the out-turn for
Government’s revenue and expenditure for the
year ended 31st March 2021, which was the ninth
full financial year of a Socialist Liberal Government
since we took office in December 2011 — but within
the context of the eighth and ninth full financial
years having been merged into one, twenty four
month year for reasons relating to the Covid
pandemic.

Mr Speaker, for that very same reason, this
address is the first full Budget address in the
lifetime of this Parliament and after a general
election, now over a year and a half ago.

Remarkably, it also comes some five years — yes,
five years, half a decade - after the decision of the
British people in a referendum to leave the
European Union, after the UK’s departure from the
EU both de facto and de jure, and after the New
Year's Eve Agreement on our potential future
relationship between us and the EU.

THE SPEAKER

10.
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Mr Speaker, before | move on to matters of
financial substance, | should say a word or two
about your role in presiding over this debate.

| had hoped to say at what should have been your
first full Budget session in charge last year, but it
was not to be.

For you see, Mr Speaker, you are exclusively, |
believe, the only Gibraltarian to have seen the
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Budgetary process through all its stages in three
distinct guises.

The first as civil servant in various departments
and latterly at No6 Convent Place, which | might
best describe as the cauldron of the preparation of
the Estimates Book and the Budget Debate.

The second as the Clerk in this Parliament and its
predecessor House of Assembly.

And the third, now, as our Presiding Officer or
Speaker.

Quite an achievement, Mr Speaker, if | may say
so, and one on which you are to be congratulated,
| am sure, on behalf of all members.

PRELIMINARY REMARKS

17.
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In the context of the historic juncture in which we
find ourselves, Mr Speaker, | have no doubt that
today it falls on me to deliver the hardest budget in
our history as a people since the closure of the
frontier.

| confess | have thought that each year since the
Brexit referendum has got progressively harder.

| could never have imagined, however, the last
time | delivered a full Budget address, with a
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potential hard Brexit looming, just how much
harder things were going to get.

Now, the House will have to deal not just with the
self-harm of Brexit, but also with the
consequences of the SARS COVID-19 pandemic
declared by the World Health Organisation which
will no doubt, once again, dominate much of our
debate these coming days.

A ‘State of the Nation’ debate would not be much
of a debate, after all, if it did not include a
discussion of both the latest on Brexit and the
worst effects of Covid.

Because, both Covid and Covid uncertainty have
had and is having an effect on the economy.

And additionally, of course, both Brexit and Brexit
uncertainty have had and is having an effect on
the economy.

But these are not matters that are in any way in
our hands to fix, whatever some might try to
pretend about how they would have tamed
Spanish dragons and European Commission
hounds on their white chargers.

Such fiction will cut no mustard with the sensible
people of Gibraltar.

But whilst this time is a hard time, it is also the
most distinct honour to be trusted by our people to
hold the reigns at this difficult time.

Because it is my obligation, in this time and
generation, together with my Cabinet colleagues,
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to manage the purse strings of our nation
prudently whilst maintaining investment where
necessary and continuing to provide support to
some particularly beleaguered sectors.

And — when all is said and done — in the end it will,
of course, be my responsibility that we should get
this right.

That is a responsibility that | am genuinely
honoured to shoulder for our country at this time.

But obviously, Mr Speaker, it is not my
government’s fault or my fault that COVID hit.

It is not my fault or the fault of any member of the
government that the government — with the full
support of the opposition - had to fund the payment
of the salaries of most of the working people in our
economy.

One would have thought that was obvious.

But | make that point because there is some
foolishly ill-informed comment out there which fails
even to see the obvious, and | will meet such
attempts to mislead and confuse our people head
on today.

Mr Speaker, anyone who thinks the economic and
public finance issues we face today as a people
are the fault of the Government is deluded.

In particular when the argument is about our public
finances at the point of arrival to this crisis — when
we had declared, successively the largest
surpluses in our history — establishing that we
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could pay for all our expenses and have more
money left over than ever before.

So anyone who thinks they can argue that may as
well set out to try to blame me for infecting the bat
in China that led to the creation of the virus.

It's madness.

It won't wash, Mr Speaker.

The People of Gibraltar won't buy it.

The deployment of public money to pay those
forced out of work by the closure of businesses
was an essential way to keep people fed.

It's that simple.

We did it to keep food on people’s tables and
businesses operating.

And we did it without discrimination on nationality
or place of residence.

But whilst the pandemic and the spending required
to get through it was obviously not my fault or the
fault of any other person in Gibraltar, getting us
back on our feet;

Getting back on track;

Getting back to growth.

That will be our challenge, our obligation and our
responsibility.
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And that will not be easy.

Because Covid is still kicking around — and not just
here but also in many markets from where our
client’'s come.

In particular, because Brexit has, of course not yet
gone away for Gibraltar.

And not because we are not included in the Trade
Agreement done between the UK and the EU
already.

Because, let’s face it Mr Speaker, that agreement
contained very little that we would want for
Gibraltar in terms of frontier fluidity.

The opposite, in fact.

It contains no aspects which protect or promote
fluidity and mobility of people, which is one of the
key aspects of what we need to protect.

So we have to continue to take our Brexit work to
a safe and timely harbour this year.

And in the interim, of course, we have to continue
to suffer the uncertainty that Brexit has created for
our economy — although it has not been as bad as
some had anticipated.

The Covid pandemic, however, has been an
economy destroying event around the world.

It has been a public finance annihilating pandemic
in every country on the planet.
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A government revenue wrecking event around the
whole of the globe.

And no one here should be dishonest in seeking
to suggest that our public finances have somehow
fared worse than any other.

Far from it in fact, as | will show later in my analysis
of the figures in the COVID fund.

Similarly, Mr Speaker, what we cannot do is Iull
ourselves into a false sense of security now, with
Covid cases continuing to rise.

Especially, Mr Speaker, because so many in our
community, thanks to the work done by the whole
of the GHA, ERS and government team
throughout the public sector, seem to think that
everything is hunky dory and the government is
somehow being unnecessarily evil when taking
necessary steps to right this economy by raising
social insurance and all the other things we will
have to do.

Of course, Mr Speaker, it is not helpful that the
same opposition that preaches prudence and
supported our additional and extraordinary COVID
BEAT spending now breathes life into the notion
that Government's necessary actions are
somehow unfair.

But Mr Speaker, | know that the vast majority of
the sensible, reasonable and realistic people of
this nation of ours are very clear in understanding
that the Government is doing what it needs to do
for our people.
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That's why | am clear also that what awaits in the
months to come is not a winter of discontent.

It is a winter of a loud minority of malcontents.
Loud.

Wrong.

And a minority.

And Mr Speaker, the opposition would do well to
note that in the way that they address the serious
issues that we need to consider in this debate.

| do hope that they will not stray into cheap
populism in their speeches and that they will
understand the importance of each of the
measures that my colleagues and | will take the
House through today and in coming days.

And let’s look at how lucky we are in Gibraltar.

The Economist last week analysed the fault lines
in the world economy by identifying as the first
differentiating aspect between nations as ‘the jabs
and the jab nots'’.

We must understand, Mr Speaker, in global terms,
how lucky we are.

According to the Economist, as at last week, only
8% of the population of the world has had one
dose of the Covid vaccine.

Only 4% have had the full two doses required.
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And we are there.
In that 4%.

And we are there, let's be clear, thanks to the
United Kingdom.

As | have said before and will not tire of saying:

Gibraltar has never been luckier to be British —
even though we might not have liked the British
family’s Brexit decision.

| will later analyse also the effect of the United
Kingdom’s support for our borrowing via its
sovereign guarantee.

But the first point | want to make in this economic
analysis Mr Speaker is that we cannot continue to
be the spoilt child of Europe.

We have to understand that the pandemic will
change some things.

Not any of what | might call our community’s
sacred cows.

But, certainly some aspects of life that we are
overdue in addressing.

That is part of what we will address today.

And my message is that we have to grow up and
be ready to build a stronger Gibraltar as we do.

Because, Mr Speaker, this is not a give-away
budget.
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There is nothing to give away.

It would not be good for any of us or safe for our
community for us to indulge in Budget give-aways.

We are in a deficit situation where the Government
is reporting a loss of £158,000,000.00 and
predicting a further year of loss of £50,000,000.00
if we spend only in keeping with this Estimates
Book.

This is therefore a very, very prudent budget.
A rebuilding budget.
A budget for our Covid times.

A budget designed to ensure that our future
generations will have, when their time comes,
what we have had and more.

Mr Speaker, despite how difficult these times are,
this is a Budget to promote ambition and
entrepreneurship, aspiration and achievement.

And | want to talk today directly to our young
people also.

Because, although this may appear a staid debate
in a Parliament a million miles away from the
priorities of the everyday lives of our teenagers,
this is a Budget for them above all else.

Why is this budget for you, if you are a young
person?
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Because this government is working to ensure that
your scholarships are protected.

We are the party that created the mandatory
scholarship scheme and extended it.

And we will protect it going forward for future
generations.

And what are we doing for you, if you are a young
person?

We are not just protecting scholarships.

We are also continuing, hard though it is, to work
to deliver our affordable homes.

We are working to keep venues open and to invest
in culture and education by the continued building
of new schools.

Maybe at this time we cannot do even more.

We cannot organise fun concert events as we
might wish to.

Why can't we do more for you?

Because of the moment in which we live.

That is the reality we cannot get away from.

But how does what we do for you as a young

person compare to what other nations do for their
young people?
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Well, | dare say that as a result of the policies of
the GSLP dating from the late 80’s, Gibraltar is one
of the best places in Europe if not the world to be
a young person.

Sure that there will be more to do.

But just looking at what we do already, this is truly
a remarkable place to live a young life.

If we had one thing missing, Mr Speaker, it was
open green spaces and maybe more areas to
enjoy in summer.

In the last ten years we have opened a new
swimming pavilion at GASA.

We have also not sold the old Nuffield Pool, but
instead we have made it available to our people.

We have invested more than double more on
scholarships.

We have delivered brilliant new schools, got rid of
the old asbestos clad buildings and are in the
process of delivering even more new schools —
this year a new St Martin’s School and in coming
years even more.

We have organised mega-concerts that the GSD
opposition have attended but heavily criticised.

And we have developed parks and green areas.
Commonwealth Park was funded, not just by the

taxpayer, but also by a generous contribution from
the Kusuma Foundation.
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Similarly, | am very pleased to be able to
announce that the new park at Midtown is being
funded entirely by a very generous donation from
Trusted Novus Bank.

There will be no cost to the taxpayer.

This donation of the entire costs of the
development of the park is a gift to all of the People
of Gibraltar by the Board and shareholder of
Trusted Novus Bank.

Mr Speaker, as we emerge from a year like 2020
and the first part of 2021, which has been so hard
for every sector and for every person, without
exception, in Gibraltar, this is a magnificent
donation by Trusted Novus.

The Bank, in this way, is wanting to give back to
the community that is its home.

The donation to the development of the park is the
way that Trusted Novus wants to contribute to our
people’s ability to enjoy the benefits of life
outdoors in our great Mediterranean climate.

What a magnificent and unparalleled manner for
Trusted Novus Bank to cement its already deep
roots in our community as a very local bank.

What an ‘out of the ordinary’ manner to support the
community with an ‘out of the ordinary’ donation
for an ‘out of the ordinary’ park area in the very
centre of our city.
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And, moreover, | do note, Mr Speaker, that issues
with the commissioning of the lifts from the area of
Reclamation Road to Line Wall have now been
resolved and the lifts are now operational.

This is another, very positive step in promoting
accessibility to our City Centre.

In fact, Mr Speaker, whilst we still, no doubt, have
a long road still to travel, we have made huge
social progress in Gibraltar in the past ten years.

And we have not stopped as a result of even Brexit
or Covid, although we have, unfortunately, been
delayed by the latter.

SOCIAL PROGRESS

138.
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Mr Speaker, this debate has never been narrowly
limited to matters of public finance and the
economy for a simple reason.

The performance of an economy, and the
attendant revenue and expenditure of any relevant
public administration, is inextricably linked,
encouraged or limited by, the social background
against which it is delivered.

And in that sense, Mr Speaker, the last ten years
of our political history in the context of our social
progress as a people, led by a Socialist Liberal
Government, are years of which to be proud —
although we still have work to do, and perhaps we
always will.
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But Mr Speaker, in the past decade we have led a
liberation movement without equal in our history.

We have delivered more and more equality,
through the consistent leadership of the Ministry of
Equality, that has been led for ten years by
Samantha Sacramento.

Mr Speaker, that record for holding a particular
portfolio is equalled by few others beyond the
ministries for finance or the deputy premiership in
our community.

Although there is, of course, Mr Environment, who
has also held his particular portfolio for ten years.

But Mr Speaker, what a ten years.
First Civil Partnerships — but not just for those of
the same sex, but also for those of the opposite

SEXeSs.

The celebration and promotion of equality via
PRIDE events.

IVF provided by the GHA to opposite and same
sex couples.

Then Equal Marriage.
Because ‘Love is Love'.
Love is an emotion, not a sacrament.

Mr Speaker and the law should never get in the
way of it.
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Also, our new rules on surrogacy.

Mr Speaker, | am hugely proud of how our laws
and our society has formally moved on in the area
of equality.

If anyone doubts the importance of this progress,
| invite you to read the magnificent writing of
Jonathan Pizarro (@JSPzro on Twitter) to
understand the demons that lurked in the
undergrowth of our community and why they
needed to be banished.

What a writer, Mr Speaker.
What a Gibraltarian.

And what home truths he tells us about our
community.

And what a brave man we have now also as
Mayor, Mr Speaker.

Ouir first openly gay Mayor, who is demonstrating,
with his ‘We are One’ campaign, the value of our
diversity to us as a nation.

And if there were any doubts about Ilurking
homophobia and the reasons why we had to make
these laws, some of the social media around the
celebration of PRIDE month this year has been
disgusting.

| applaud the work of ERG in highlighting these
issues.
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And Mr Speaker, | can tell the House and all
Honourable Members that the Government will not
accept the continued homophobia we are seeing.

The Government will therefore monitor whether it
may be necessary to further bolster our legislation
to make it a specific criminal offence to denigrate
a person as a result of their sexual orientation.

There can be no doubt that such behaviour is at
the very least bullying of the worst sort.

It may be that there is no choice but to also make
it a specific criminal offence, and | am asking that
our Ministry for Justice and Equality should
urgently consider this.

Especially, Mr Speaker, in light of horrific offences
such as the homophobic murder of a young
homosexual man in Spain.

The murder of Samuel is undoubtedly a further
wake-up call.

Homophobia, like racism, sexism and
antisemitism, is not just the preserve of other
continents.

It's there is Europe.

It's there is Russia and in Hungary.

But it will not be tolerated here.

And this is not just me speaking as a Minister, as

Leader of the House and as the senior elected
political representative of the People of Gibraltar.
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This is also me talking as a citizen.

Let us not for one moment believe that it is funny
or clever to discriminate against a person for their
sexual orientation.

Whilst | have breath in my body I will continue to
ensure that we move only in one direction in this
respect.

Forward.

We have no reverse gear on rights and progress
Mr Speaker.

And neither does this community.

| have a warning for those who would oppose us
on these issues.

The progressive road to equality is a one-way
road.

So, Mr Speaker, anyone who stands against
progress.

Anyone who stands against rights.

Anyone who is in favour of reversing the laws to
prevent these discriminations — needs to
understand that they will have ferocious opposition
from the majority to any such attempts.

And Mr Speaker, the depth of that majority was
best evidenced by the result of the referendum on
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the Crimes (Amendment) Act which we celebrated
last month.

That showed that there is a huge, progressive
majority in Gibraltar, even with almost half the
number of persons eligible to vote not turning out.

| congratulate the Honourable Minister for Health
for the GHA’'s work in preparation for the
implementation of the result of the referendum and
for having now commenced our law on abortion
and started the provision of services in that
respect.

MODERN SERVICES
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Because the progress we are seeing in Gibraltar,
Mr Speaker, is not simply in the area of rights.

We have also progressed greatly in our
investment in the services our community both
enjoys and offers.

In some respects, on this issue, members
opposite seem to both say that we have done too
much and that we have not done enough.

They accuse us one day of having spent lavishly,
that is to say, too much.

And the next day, with a startling lack of
consistency, they tell us we have not done
enough.

Well, we have done much.
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And if there was any doubt, then it was dissipated
at the sight of seeing our now clearly world class
sporting facilities being used by some
Paralympians as they train for target shooting at
our range.

And we will soon see final completion of the
Lathbury facility also that has been delayed as a
result of the pandemic repeatedly frustrating the
ability of the international contractor to attend to
the remaining works.

But we have also done so much more that | will
analyse later, Mr Speaker.

Refurbishments and affordable homes.

New children’s medical facilities and new schools
for our children with more to come.

And as from last week, already the migration has
begun to a new National Broadcasting Studio for
the Gibraltar Broadcasting Corporation.

Now GBC will have new home that has been
leased from a private developer and will not
involve the payment of capital from the taxpayer.

The deal will be a rental deal instead, with the
liability of the taxpayer being for the equipment
necessary and with an option to purchase.

Mr Speaker the National Broadcaster came into its
own during the pandemic.



203. They broadcast daily at 4pm and kept all our
citizens aware of the latest information on the
pandemic.

BREXIT

204. Mr Speaker, | had thought that Brexit would bring
out the best in us.

205. In fact, COVID did.

206. In the public sector as a whole.
207. In the GHA.

208. In the treasury.

209. In our relationship with the UK.

210. Mr Speaker the people | work with and lead, the
people in my Brexit teams left me gobsmacked
with the extraordinary work they have done and
are doing.

211. The people | work with and lead have left me
totally humbled by their approach to delivering
when the chips were down and Gibraltar had to
deal with Covid.

212. What an extraordinary team | have had the luck to
lead at a political level.

213. What an extraordinary team | have had the luck to
lead in the public sector.

214. What extraordinary Gibraltarians have stepped up
to the plate, year after year, Covid after Brexit, and
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what extraordinary progress we have made and
we are making.

Although reports of my girth are, unfortunately,
never exaggerated, reports of Gibraltar's demise
at the altar of Brexit were grossly overstated by
those who wished us the worst.

Honourable Members will see that Brexit
uncertainty had a very clear effect on our GDP.

| will come onto that analysis later.

But my only regret is to sometimes see that the
sharpest prophets of doom are not outside of
Gibraltar wishing us the worst as a people.

The worst are usually inside Gibraltar wishing us
the worst as a party and not caring what the effect
of that is on us as a nation.

Well, Mr Speaker, Brexit came and went.

We have left the EU de jure and de facto.

It is not over for us yet, as we are continuing to
negotiate arrangements specific to Gibraltar.

But we have today the fluidity that we need.

And with the negotiations to come, we hope we
may secure even better fluidity going forward.

A treaty between the United Kingdom and the
European Union over Gibraltar can recast our
relationship into something more positive than
even in our period of membership.



226.

227.

228.

229,

230.

231.

232.

233.

234.

This would be a bespoke solution that we are
confident is now possible after the New Year’s Eve
Agreement.

Whilst that is negotiated, and as we expect an EU
mandate as early as this week, | have written to
Minister Wendy Morton consenting and agreeing
to the Memoranda of Understanding we entered
into under the Withdrawal Agreement being
extended at least until the end of October.

| do expect, however, Mr Speaker, that the EU’s
mandate for the negotiations is likely to leave a lot
to be desired.

| would simply say to all Honourable Members and
to the whole community, that this will be only the
EU’s opening position.

It will not bind us in any way.

And insofar as the mandate may not reflect the
New Year's Eve Agreement, it will, frankly, be
quite irrelevant.

We have already set out clearly the highwater
mark of what we are prepared to do.

We have already set out clearly the basis on which
we are prepared to do a historic agreement that
will deliver to us on fluidity and will provide
opportunities for investment from Gibraltar
businesses into the Campo around us.

That would be good for Gibraltar.
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Good for the Spanish areas around us also.

And it would therefore be good for the European
Union too, as our frontier workers include citizens
of all the member states of the EU.

But we will not ever countenance any concession
on sovereignty.

And we will not permit any presence on or any
function on Gibraltar of any Spanish national
authorities.

Any EU mandate which suggests that will not
represent what we will be prepared to agree in a
final treaty.

Those parametres we have already set out in the
New Year’'s Eve Agreement.

So, Mr Speaker, what | will say is that we remain
steadfastly committed to the New Year's Eve
Agreement.

The Foreign Secretary has taken time to come to
Gibraltar and set out the United Kingdom’s
commitment to the New Year's Eve Agreement
also in a joint negotiating mandate that we agreed.

We have been faithful to the agreement as we
have set out our mandate going forward.

That shows our good faith, and we hope it will be
reciprocated.
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Additionally, we recognise that the EU will be
seeking to protect the single market with
orthodoxy.

We trust that, in respect of the commercial aspects
of the negotiation, the EU will come to better
understand the circumstances — both geographic
and of scale — of this economy.

We trust that they will see that the solutions that
are required to protect the single market in great
nations of millions of people and thousands of
square miles are not needed here.

That will be for the process of negotiation.

But let me be clear.

We will never enter into any arrangements which
impoverish our businesses.

We will never enter into any arrangements which
dig a grave for our businesses.

We are looking to do the opposite.
We are working to deliver arrangements that will
deliver a ROCKET BOOST for our businesses in

every sector.

That is the work we are ensuring we also do with
TLAC and its subcommittees.

| look forward to chairing a full TLAC as soon as
the EU mandate is published.
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And when it is, and when our business see the
mandate is unfavourable, they should have the
confidence of understanding that those
unfavourable asks will not be agreed by us.

ITS.
THAT.
SIMPLE.

And Mr Speaker for that reason, we are continuing
our work on being prepared for all eventualities,
including the possibility that we may end up with
No Negotiated Outcome.

In other words, if we have to have a hard GIBEXIT
because the EU’s asks in its mandate are not
acceptable and they do not shift before we finalise
our negotiations, we will be ready to end
negotiations without a treaty.

That is not an outcome we desire.

But it is an outcome we will be ready for.

And the United Kingdom has already indicated it
will stand steadfastly by Gibraltar in such
circumstances.

And | have no doubt of that, Mr Speaker.

We are already working hard on different options
for such an eventuality.
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The Deputy Chief Minister jointly chairs a No
Negotiated Outcome committee with the Europe
Minister, Hon Mrs Wendy Morton.

Because we will be ready if not enthusiastic about
a non negotiated outcome.

But despite that, | also believe that we should be
optimistic and enthusiastic about the final outcome
of the treaty negotiations.

| do believe that we will be able to enter into long-
term and binding international obligations between
the UK and the EU in relation to Gibraltar which
will work well for our people.

Without any concessions on sovereignty.
Without any compromise on sovereignty.

Because we will never agree to concessions or
compromises on sovereignty.

And in anticipation of that treaty being finalised, we
are also preparing for a negotiated outcome.

And in doing so we are working with Ernest and
Young to analyse the best opportunities, not just
in the region but globally.

We are looking to understand how best to
capitalise on the fluidity arrangements we
anticipate in the UK/EU treaty.

And we are looking to understand how best to
ensure that Gibraltar is best placed to continue to
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be an economic engine for our people and for the
region around us.

| genuinely believe that we can grow even the
already incredible 25% contribution to the GDP of
the region around us.

Of course, Mr Speaker, | confidently anticipate that
the Leader of the Opposition will not surprise us by
saying that it is terrible that we do not have a treaty
yet.

He will tell us we have missed many opportunities
to settle the Gibraltar arrangements.

Of course, he will not identify what we could have
done that we have not done.

He will not identify what opportunities we have
missed.

And he will likely refer — unless he is quickly
changing his prepared speech as | speak — that
we should have settled matters a-la-Northern
Ireland as he has said before.

Well there are no opportunities we have missed.
There is a chance to do a treaty that settles
problems — irritants to give them their reference
point as per Snr Dastis — that have plagued our
relationship with Spain and the EU for years.

And those are the opportunities that we have to
take.

But he is right.
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We could have settled matters sooner.

All we had to do was concede.

Compromise.

Give way on the fundamentals.

All the things we were not prepared to do.

That is the reality, Mr Speaker.

But it is also a reality that, at the moment, with
interim arrangements, our fluidity arrangements
are functioning, bar a week of problems as the
interim arrangements were extended and some

Covid controls got in the way.

And that, Mr Speaker, is the problem with the
Leader of the Opposition’s theories.

Not only are they based on the fallacy that we have
missed opportunities — and | challenge him to tell
us which in his intervention.

They are theories which have no meaningful
practical consequences today as things continue
almost as was normal pre-Brexit.

And additionally, Mr Speaker, the political position
could not be more favourable.

We are closer to Britain than ever.

The political relationship between Gibraltar and
the UK has never been better.
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We have left the EU with the UK.
Ergo, we can be nothing more or less than British.

We will have an arrangement with the EU via a
Treaty with the UK.

Ergo, we can be nothing more or less than British.

So the idea that these new arrangements are a
challenge to our sovereignty just cannot get off the
ground.

And additionally, Mr Speaker, at the soft level, the
osmosis level, the reality is that Gibraltar is now
more British than ever.

We are even seeing a diminution of our
bilingualism, which is very concerning.

But the reality is that there is less chance of
osmosis now than there has been for a hundred
years.

We have turned the page and there is no turning
back.

In fact, Mr Speaker, we need to consider with the
British Government going forward how we
enhance our representation as part of the British
political family and whether Gibraltar sits
comfortably in its current status as an Overseas
Territory, or whether a more bespoke
arrangement, perhaps more akin to the Channel
Islands, is more adviseable and agreeable to both
sides.
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That will be the work of the Constitutional Select
Committee that | do hope we will be able to see
take off very soon.

That Select Committee and all others have fallen
victim to the pandemic.

| sincerely expect we will be able to see them start
functioning this financial year.

BUDGET BOOK EXPLAINED
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Looking now more directly at this financial year
and the performance of our economy and public
finances, Mr Speaker, | want to turn now to the
Budget Book itself.

Mr Speaker this year for the first time the Financial
Secretary and | felt it necessary to add a foreword
to the Estimates Book which | believe is self-
explanatory.

However, for those who may be tuned into listen
to this debate let me explain.

Mr Speaker as all honourable members are
aware, as a result of the pandemic the Parliament
agreed that the Government should not be
required to prepare an Approved Government of
Gibraltar Estimates of Revenue and Expenditure
(or the “Estimates Book™) last year, which would
have been the financial year 2020/2021.

As a result, therefore, exceptionally, a Budget
Debate was not held last year for the first time in
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the history of this Parliament and its predecessor,
the House of Assembly.

Instead, the year end for the accounting period of
the financial year 2019/2020 was first extended by
6 months by agreement of all honourable
members of this Parliament by the passing of the
Appropriation Act 2019 (Amendment) Act 2020.

That provided for the accounting period 19/20 to
end on 30 September 2020.

At that stage, we would have been dealing with an
18 month financial ‘year’.

The accounting period was further extended
again, also by agreement of all honourable
members, by a further 6 months to 31 March 2021
under the provisions of the Appropriation Act 2019
(Amendment No 2) Act 2020 which this House
passed on 25" September last year.

As all members are aware, of course, these
amendments, had the effect of creating an
anomalous twenty four month financial year,
spanning the period from 1st April 2019 to the 31st
March 2021.

Mr Speaker, we are about to start what, | have no
doubt, will, very likely be a more ‘normal’ Budget
Debate.

Such debates are always full of attempts at
political point scoring, the politics of claim and
blame.
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Given what we have been through, Mr Speak, that
‘normality’, however unpleasant in some respects,
is almost to be welcomed.

That this place should, to the extent that you might
permit it, become once again, a gladiatorial
political arena, is a small price to pay for the return
of some semblance of normality in our community
as we hope to leave the ravages of the Covid
pandemic behind us.

But | will never forget, Mr Speaker, that as a result
of the seriousness of the issues facing Gibraltar,
those two Appropriation Amendment Acts were
passed with the wunanimous support of all
Members of the Parliament.

And | will never forget the hours of work that the
Financial Secretary, his team and | had to put in,
whilst the rest of the world collapsed around us, in
order to ensure that we provided financial stability
to this community.

Those were the headiest of days.

The hardest of days.

And undoubtedly the harshest of days.

But by dint of hard work and imagination, and
thanks to the strength and flexibility that we had
built into the structure of the public finances of
Gibraltar, we were able to get through.

| will say more about the structure of the public

finances of Gibraltar and why we have been right
to structure them as we have later in this address
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when | will be able to prove that we have
decidedly, decisively and definitively won the
argument against honourable members opposite
as to borrowing and the use of Government
companies.

For now, and for the purposes of this part of my
address, Mr Speaker, the important thing is that |
should set out that the two amendments to the
Appropriation Act 2019 that were passed in
Parliament provided the legal support necessary
for the flexibility that the Government needed to
continue spending and to spend additional
amounts during the ‘lock down’ periods without
having to come to this House to hold a Budget
Debate.

Remember, Mr Speaker, that those were the days
also of daily 4pm briefings.

It would have been difficult if not impossible to
prepare for such a debate.

But approving these Amendment Acts was an
essential part of enabling the Government to
continue to spend Constitutionally and in keeping
with the law, namely, the Public Finance (Control
and Audit) Act.

All of this was done without any detailed
estimation of budgets of revenue or expenditure
and without the laying or circulation to Members of
the Estimates Book or indeed without the to and
fro that is customarily held in Parliament as part of
the Appropriation sessions we are holding this
week.
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At that moment, Mr Speaker, the battle was with
the new virus emerging around the world, not with
each other.

It would have been unforgiveable for us to have
self-indulgently been arguing in this House when
the community, more than ever, needed us to be
working on the front line issues of real concern.

Mr Speaker, the whole of the usual, detailed
budgetary process was also curtailed in this way
to limit the contact that individuals might have with
one another in the work of compiling the Estimates
Book.

That, obviously, requires meetings and contact
which would have been possible but highly
impractical by virtual encounters.

But, with the Amendment Acts we were able to find
the process for providing the additional budget
necessary to afford to safely navigate Gibraltar
through the pandemic.

And, Mr Speaker, | want to lay down two markers
here.

The first is to say that | have thanked the
opposition members in this house, all of them,
over and over again for their support.

And in doing so | reiterate to the whole of Gibraltar
that the spending we were able to undertake in
that period was thanks to their votes in this House
in favour of the Amendment Acts.
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We could have passed those Bills without their
support in reliance on our in-built majority.

Instead we passed them by unanimity.

Secondly, we designed the BEAT measures in a
way that took into consideration the comments
from the Honourable Mr Clinton during the private
discussions we had and the public debates we
had.

Insofar as | will, | think undoubtedly, be called upon
to disagree with him today, | want to renew my
thanks to him for that support and for his views at
the time which helped develop our own ideas.

But those markers are necessary for a reason.

The first marker is necessary because, Mr
Speaker, if we today revert to a negative vote from
the official Opposition to the Appropriation Act,
then the spending from the 1t of August will no
longer be as a result of the views and votes of all
of us, but as a result of the votes and views of the
Government and — if she acts in keeping with her
previous views and votes — those of the
Honourable lady, the independent member for
Together Gibraltar.

Mr Speaker, it would be a real pity, in my view, if
they were to revert to their 2019 practice.

| urge them to argue against the Bill but to vote for
it, as we used to do.

Because Gibraltar needs an appropriation.
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Whether we agree or disagree on the heads is for
the debate, but on the general principles and
merits of the Bill we are surely agreed.

And the general principle here is that the Civil
Service and other expenditure of the government
not arising from a first charge on the consolidated
fund should be paid, surely.

Indeed, the second marker is necessary because,
| will also point out to Mr Clinton and his small
coterie of supporters, such as they may be, if any,
on various occasions this week and for the next
two years, why we were lucky that we never took
his advice on the matter of government company
borrowings, or else we might not have been able
to give effect to the BEAT and other measures as
easily as we did.

Because, Mr Speaker, if we had all government
company borrowing as direct borrowing of the
government, we may have exceeded the 40% to
GDP limit provided for and we would not have
been able to pay BEAT and pay our way without
having to change the debt ceiling by Resolution of
this House.

Mr Speaker, thankfully with the adult population of
Gibraltar now fully vaccinated (as a result of the
support of Her Majesty’'s Government of the
United Kingdom) it will now been possible to
restore the natural rhythm of our Parliamentary
process.

| do hope this normality will now endure, despite
the potential need for boosters and flu jabs etc.
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So | know we will be meeting more regularly and
we will be debating these issues not just at Budget
time.

But addressing now the more technical aspects of
all this, Mr Speaker, COVID-19 has undoubtedly
left its mark on the layout of this Estimates Book in
a number of different ways.

THE FORWARD
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That is what the Financial Secretary and | have
sought to explain in the Foreword to the Estimates
Book.

We have provided that Foreword, exceptionally, in
order to assist all Members of Parliament and all
others who may have regard to this Estimates
Book, given the differences, exceptions and
anomalies that the Amendment Acts have
required to the lay out of it.

In particular, we seek to assist with the
interpretation of the Estimates Book where such
changes have exceptionally been required from
the manner in which it has traditionally been
presented.

Mr Speaker, in addition to issues brought about by
COVID-19, the Government has also been
embarked on a digitisation programme.

Yes, Mr Speaker, in the same years as we have
been dealing with Brexit too.
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Gluttons for punishment you might say... biting off
more than you can chew, some might say less
positively.

But we know this has to be done, and we do not
shy away from the challenge of delivering what
Gibraltar needs, even if we cannot deliver it as
quickly as we might have wanted.

The opportunity has, therefore, also been taken
this year to rationalise the shape and format of this
Estimates Book in a way that provides full
compatibility with the Government’s new digital
systems and adds further transparency, simplifies
presentation and streamlines comparability going
forward.

We have done that by ensuring that the
parametres and fields of the digital programme are
now reflected in the Book.

Mr Speaker, as a result of these collective
changes, this Estimates Book now spans over 292
pages, around 44 more than the last Estimates
Book produced for 2019/2020 and over 100 pages
more than the estimates for the same period one
decade ago in financial year 2011/2012.

Mr Speaker the Estimates Book is visibly thicker
and larger than that of earlier years.

And why is that Mr Speaker?

For the simple reason that there is more
information in here than ever before.
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So | do have no time for the nonsensical
suggestion that we somehow provide less
information than our predecessors in Government
did on public spending.

We provide hundreds of pages more.
We have provided more each year.
100 pages more this year.

And each month on our website, we provide
detailed statistical information that was never
provided before and is updated with great
regularity.So Mr Speaker, it would be to mislead
the House to suggest that we are not providing
information or to suggest that we are providing
less information than any previous administration.

Additionally, Mr Speaker, of course, we have now
finished the accounts of the vast majority of the
government companies.

| will give more details of this later as | explain how
we have acted to catch up with the gross
dereliction of legal duties by the government of the
GSD which did not publish accounts for
government companies after 1996, despite the
fact that they made it a legal requirement to do so,
without exempting the government.

So whether it is in relation to the direct books of
the government or the indirect books of the
government companies, we have published more,
much more, and much more regularly than the
GSD EVER DID in office.
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| would therefore gently counsel all Honourable
Members that they will obviously be misleading
the House if they suggest opposite, something
which they will no doubt not wish to do, as they
would obviously be putting themselves outside the
provisions of the standing rules of this House if
they did.

Mr Speaker, as ever, the enforcement of those
rules is not a matter for me, but a matter for you.

| am simply highlighting the facts.

THE 20/21 EXPENDITURE
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Mr Speaker, when reviewing this Estimates Book,
it should therefore be noted that the Appropriation
Amendment Acts passed last year focussed solely
on the expenditure heads.

With the exception of a few, limited, heads which
required more detailed analysis, the estimated
expenditure for the period 2019/2020 was simply
multiplied by two in each head to take account of
two years of expenditure instead of one.

The House will recall that it was, in particular, the
heads on Health and Care which we looked at in
much greater detail in order to ensure that we
provided what was necessary expenditure for that
area in the middle of the pandemic.

We also provided a more detailed increase for the
Education head.
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Since no Estimates Book was presented to
Parliament, no adjustment was made to heads
which estimate Recurrent Revenue.

Indeed, Mr Speaker, the thing that had been
abundantly clear to all members of the community,
let alone — or at least - all members of this House,
| hope, was the fact that the pandemic was
annihilating activity in the areas which provide our
key heads of revenue.

Mr Speaker, nonetheless, and in order to aid
comparison, in presenting this Estimates Book all
columns showing the comparative estimate for
2019/2021 show figures that have been doubled.

If we had not done this, the Forecast Outturn looks
disproportionate against the original single year
estimate for 2019/2020.

The same is true for revenue heads within the
appropriate appendices.

The revenue into the heads has been provided
from the COVID Response Fund, as | will explain
in greater detail later to ensure that the House has
refreshed its understand of the COVID fund and
how it was agreed it should be set up to operate
as a feeder of revenue.

It should be noted that this approach has not been
taken for I&DF revenue, as this is not recurrent.

We were therefore clear from the outset that the
I&DF should not receive a doubled-up revenue
figure.
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Additionally, it should be noted that the
adjustments made to I&DF expenditure in the two
Bills amending the Appropriation Act 2019 for the
extra year were therefore not to simply double
each subhead.

Instead we did a fairly accurate exercise, with the
technical officers in charge of each project area, to
calibrate, on the basis of quite precise estimates
carried out for each of the projects that were
underway at the time of each of the Amendment
Acts.

PRESENTATION
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Mr Speaker, for all of these reasons, the
Department, Authority and Agency presentation
has had to be varied in the Book.

Accordingly, Mr Speaker each page of the
Estimates Book is divided into the traditional four
columns.

The first and last columns have not changed:

The column headed “Estimate 2021/2022"
represents the allocated budget for the year
ahead. Mr Speaker there is no change to this
column;

The column headed “Actual 2018/2019” covers
the actual expenditure for the year ended 31
March 2019. Mr Speaker there is also no change
to this column.

Mr Speaker, columns two and three, however,
have changed to cover the two year period



commencing on 1 April 2019 and ending on 31
March 2021 as provided for in the amended
Appropriation Act 2019, as follows:

The column headed “Forecast Outturn
2019/2021” contains the outturn for the 24 month
period ended 31 March 2021; and

The column headed “Estimate 2019/2021”
contains the estimates as approved initially for
2019/2020 and as provided for in the amended
Appropriation Act 2019 to cover a 24 month
period. In most cases (other than in respect of the
GHA, ERS and Education), this simply multiplies
the budget by two.

THE COVID RESPONSE FUND
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Mr Speaker the Estimates Book also now contains
a section dedicated to the COVID-19 Response
Fund.

As all honourable members are aware this fund
was established on the 23rd April 2020 in order to
provide for all expenditure incurred, benefits
payable and fiscal measures adopted by
Government in response to the COVID-19
pandemic and for the settlement of any costs and
expenditure related thereto that the Government
may incur.

The Financial Secretary and | agreed with the
Honourable Mr Azopardi and with the Honourable
Mr Clinton how we would establish, operate and
report on this Response Fund.
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Mr Speaker, the fund sits outside the Consolidated
Fund and applies the amounts Government has
borrowed during this exceptional period in three
ways.

Mr Speaker, this section now discloses in detail
the revenue used directly to supplement foregone
revenue for the duration of the COVID-19
pandemic.

Clearly, during lockdown the Government suffered
a devastating loss of revenue of the type seen only
in a World War.

This was not a recession style deceleration.
This was not the closure of the dockyard.

This was the closure of everything, or just about
everything.

This was a war type annihilation, the like of which
no Gibraltar Government has ever had to deal
with.

| say that advisedly, Mr Speaker, as at the time,
even of the frontier closure, we had ‘support and
sustain’ and an economy built on 60% of revenue
originating from UK Government MOD spending.

Mr Speaker, that is an important point to note
when we come, as we no doubt will, to the point
when some will try to, foolishly, opportunistically
and without foundation, argue that the dire state of
our public finances somehow has something to do
with pre-pandemic spending.
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Some have been foolish enough to call our
spending ‘lavish’, | will address such nonsense
later in my speech.

For now, as | set out the real and genuine causes
of the state of our public finances, and the reasons
for the actual and forecast deficit, | will set out the
fact of the matter. And that is clear Mr Speaker.

This is a one in a hundred year event.

A war time catastrophe affecting the otherwise
reliable revenue of the Government and there is
no one in this House or outside it who saw it
coming or who could have managed the public
finances in the decade before in a manner than
would not have resulted in a deficit and need to
rebuild.

No one will believe any suggestion to the contrary
when tested against the truth and the reality of our
community’s needs.

Be that as it may, Mr Speaker, the shortfall in the
revenue heads has been made up from the
COVID-19 Response Fund.

This has helped supplement losses to the
Government’'s main recurrent revenue heads
thereby providing income to Government to
enable it to meet its ongoing salary and other
ongoing costs.

Mr Speaker during the pandemic these
adjustments were made monthly based on a
formulae and methodology proposed by the
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ingenious Financial Secretary and agreed with Mr
Azopardi and Mr Clinton and derived by
comparing the actual revenue to the average
revenue for the previous two financial years
(2017/2018 and 2018/2019).

So, to be clear, what we put into the revenue
heads each month was the average of the sum
each head had received in the two previous
financial years.

The moneys were sourced from borrowing
provided for under the sovereign guarantee
provided by the United Kingdom, which has
greatly reduced the cost of borrowing.

These amounts feed right back to the revenue
pages in the Estimates Book but, in order to
highlight that they are exceptional in nature, have
been shown outside the traditional
Estimate/Forecast Outturn Operating Statement
as ‘Exceptional ltem[s] .

This serves to ensure that these payments stand
out, aiding transparency and ensuring that the
reconstruction of the accounts and the debates in
future are not intoxicated with these references.

Mr Speaker this section of the Estimates Book
also discloses those costs incurred directly by
Government as a result of the pandemic.

These are the directly attributable COVID-19 costs
met by departments, authorities and agencies.

Mr Speaker the treatment is slightly different in the
Estimates Book.
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For departments this amount is fed into the
Revenue pages of the Estimates Book whereas
for agencies and authorities this amount feeds
straight into the Revenue section of the agency or
authority revenue heads.

Mr Speaker the COVID-19 associated expenses
are clearly identified on the relevant pages.

Where COVID-19 associated expenses have
been spent on a number of different subheads,
then the traditional authority or agency page is
shown encompassing the forecast outturns for all
of its recurrent costs.

Additionally, a separate page has been added
which simply displays the element of those costs
per subhead that are directly attributable COVID-
19 expenses.

Mr Speaker, the position for the estimate for the
year ahead is somewhat different, for good
reason.

When reading the Book, honourable members
need to remember that this Estimates Book was
complied between January and April 2021 when
we were in the thick of the second lock down,
under tight lock down restrictions for part of the
period.

There was greater uncertainty then about how
long restrictions would last or whether the vaccine
process would prove effective.
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Although there are no clear certainties even now,
there is, it is fair to say, less uncertainty.

The estimate of COVID-19 expenditure which we
anticipate will continue to be necessary going
forward, has been contained on a single line.

This is just, however, Mr Speaker, an estimate to
be considered with that backdrop.

Will we see new strains?
Will we see new booster vaccines required?
All of this is still to be determined.

Mr Speaker each figure for each department,
authority or agency has been based on those
costs incurred at 31 March 2021 but which have
yet to be settled, together with the department’s,
authority’s or agency’s best estimate of additional
costs to be incurred during the next year in the light
of the experience of the last year and based on the
uncertainties that were prevalent at the time.

The reason for keeping this item separate on a
single line is to ensure that these estimated
COVID-19 associated costs are not considered as
part of the day to day approved budget and can
only be used to pay for specifically identifiable
COVID-19 costs.

As | already highlighted, this serves also to ensure
that these payments stand out, aiding
transparency and ensuring that the future year on
year analysis and the reconstruction of the
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accounts is not infected with these exceptional
figures.

Mr Speaker once amounts are spent, these sums
will appear within the ‘Forecast Outturn’ column
next year and they will also be easily and
separately identifiable.

Mr Speaker this section also analyses COVID-19
Capital Expenditure.

This is essentially those cost to be charged directly
to the Improvement and Development Fund to
meet those capital costs required as a result of the
COVID-19 pandemic.

COVID-19 RESPONSE FUND ACCOUNTS
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Mr Speaker, the accounts for the COVID-19
Response Fund have been published separately
and are included on pages 290 to 292 of this
Estimates Book.

This is consolidation of the publication of this Fund
in our Gazette on a quarterly basis.

These have been published in this way so that
every citizen is able to assess the local cost of this
global pandemic.

Mr Speaker, since details of this fund are
presented to the nearest pound when they have
been published on a quarterly basis, the published
figures have been presented in the same way in
this Estimates Book.
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Mr Speaker for ease of reference, the order of
presentation has, however, been adjusted to
better align with heads and lay out of this
Estimates Book in a manner that we hope will
assist honourable members.

Again, Mr Speaker, full transparency.
Full accountability.

More information than ever has been presented
before in respect of any Fund created by any
previous government.

Once again, Mr Speaker, the unbreakable trail of
evidence that gives the lie to any suggestion that
there is not now more transparency than ever
before in our history.

Evidence to refute any member suggesting the
opposite and putting them foul of the line of truth
and safely in the net of those who would be
misleading the House by suggesting the opposite.

The amounts are, additionally, cross referenced
throughout the Estimates Book to assist with the
interpretation of the Book as a whole.

THE COVID FUND UPDATE

463.

Mr Speaker last week we also shared the updated
figures for the COVID-19 Response Fund for the
period 1 April 2021 to 30 June 2021 with the
Leader of the Opposition on a confidential basis,
as we had committed to do from the outset of this
pandemic and have been doing.
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This is first quarter performance.

We are aiming to publish these later this week in
the Gazette on Thursday so that the community
can see how the economy is faring its way out of
this pandemic.

Mr Speaker as | have explained previously the
COVID-19 Response Fund is the place where we
have booked all of those exceptional costs related
to the pandemic so they are easy to identify
separately from ongoing day to day expenditure.

Mr Speaker when preparing the Estimates Book
we provided some £67.45 million for the year.

Mr Speaker you will appreciate that as the
economy emerged out of this pandemic these
costs were front loaded, i.e. we projected for these
costs to be incurred in the early months in the hope
that as we unlock we do so on a permanent basis
and do not need to return to some of the
unprecedented measures experienced last year.

So Mr Speaker what does the COVID-19
Response Fund for this period show?

Well Mr Speaker it is slight better than expected.

It shows that, as we open up the economy, the
support for flagging government income is
reducing with most of the main heads of revenue
that required support during the COVID period not
needing this.
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Nonetheless from an annual estimate of £55.8m,
already £19.56m has already been expended.

The reason for this is largely linked to the
throughput of tourists visiting Gibraltar and | am
confident that as this happens revenue will be
slowly restored.

Although our hotels have experienced a
resurgence in recent months, we still have not
seen the return of day trippers by couch and by
cruise liner who account for the sales of many
products with the consequent impact on
Government duty.

In terms of expenditure, we projected some £11m
for the year whereas only £5.4m has been
expended so far.

The lions share of this is expenditure, some
£3.3m, has been spent on BEAT measures which
Mr Speaker as you know are now coming to an
end as from the end of July.

On capital expenditure we projected at some
£625,000 and to date only £9k has been spent.

Mr Speaker overall the figures are consistent with
what | believe our people are generally
experiencing, a slow return to normality.

Of course there are blips and anomalies but | am
hopeful that as the year progresses there is a
return to normal levels of income and less of a
need to incur expenditure on COVID related items.
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| am sure, Mr Speaker, that the whole House and
the whole community joins me in that wish.

DIGITISATION FORMAT CHANGES
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Mr Speaker as you know the Government has
been embarked on a digitisation programme.

My colleague the Honourable Albert Isola, the
Minister for Digital, Financial Services and Public
Utilities will no doubt elaborate on his work as part
of this budget speech.

| will nonetheless address the effect that the
digitisation programme has on the lay out of the
Estimates Book.

Whilst the presentation of each estimates page will
be broadly familiar, the section of ‘Other Charges’
no longer groups charges into 'Office Expenses’
and 'Operational Expenses’.

The review carried out as part of the digitisation
process has identified a number of inconsistencies
that have been compounded over time.

For that reason, Mr Speaker the opportunity has
therefore been taken to rationalise these resulting
in a number of changes as follows:

The nomenclature has been clarified to provide a
seamless and uniform nomenclature adopted
across the Estimates Book to aid comparability
between departments, authorities and agencies.
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This should also result in items being posted in a
consistent way.

The system will also facilitate being able to collate
each of these costs across all of Government
going forward.

An Appendix is included on pages 287 to 289
which shows how the existing nomenclature has
been grouped under new and consistent naming
conventions.

It is proposed to include this Appendix for a
number of years to ensure ease of reference so
that Honourable Members can useful cross
reference backwards to earlier years and the
previous nomenclature with ease;

Mr Speaker, 'Other Charges’ are listed with
consistent subheads in a sequential and
consistent order throughout; and

Finally, Mr Speaker, the last point on
rationalisation is that in order to aid comparability
overtime heads across the Estimates Book have
been expanded to disclose overtime subheads on
a consistent basis.

This head is now analysed as between each of
conditioned, emergency, manning level
maintenance and discretionary overtime in each
head.

Mr Speaker finally turning now to the
Establishment non-financial pages, Honourable
Members should also note that the figures
provided for as the Establishment, that is to say
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the complement or the number of persons whose
salaries are funded through the Book for the
financial year 2019/2021 are provided only as at
for the initial period 2019/2020 and not as for the
full period, as it turned out to be, of 2019/2021.

Mr Speaker, this arises from the fact that there will
have been agreed changes in the period between
2020/2021 which cannot now be accurately
reconstructed and provided for other than by
comparison between the two actual opening
periods — that is to say, comparing between 1%t
April 2019 and 15t April 2021.

For the reasons already alluded to in relation to the
need to move and adopt the Amendment Acts,
there is no position recorded for 1t April 2020.

Additionally, given the predicted deficit for the end
of the financial year 2021/2022, there is no funding
provided for vacant posts to be filled in this
financial year.

Mr Speaker, | am very keen to set out very clearly
just how much the public sector has grown in our
time to avoid the untrue suggestion that we are
somehow operating under the complement.

NOTHING COULD BE FURTHER FROM THE
TRUTH.

The reality of the position is that all of the public
sector has grown considerably and | will provide
details of that in the part of my address that looks
at the number of employees in our economy.



EFFECT OF GOVERNMENT RESHUFFLE

502.

503.

504.

505.

506.

507.

508.

Mr Speaker as you also know the Estimates Book
is ordered in such a way as to facilitate the way
this Parliamentary session functions.

The book is divided into departments that are
grouped together under a heading for each
Minister to enable the debate to follow that logical
sequence.

As you are aware Mr Speaker last month | carried
out a minor Government reshuffle.

Mr Speaker the Cabinet collectively felt this
reshuffle was necessary in order to prepare the
structure for the challenges to come in relation to
the negotiations for a future relationship between
Gibraltar and the European Union and also
COVID-19.

To my recollection a ministerial restructure has not
happened before between publication of the
Estimates Book and this annual debate taking
place.

Mr Speaker in doing so the Estimates Book as
originally published no longer follows in sequence
the responsibilities that now befall each Minister.

Although this is common after every reshuffle,
given we are in time before the Book goes firm in
its approved version, we are able to review it to
bring it back into what will be its logical ministerial
flow.
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Mr Speaker for that reason | have asked the
Financial Secretary to reorder the Estimates Book
and this has been made available to all members
of this Parliament a short while ago.

Mr Speaker | can assure members of the
Parliament that the Estimates Book remains true
and consistent with the one they were presented
in April 2021.

None of the figures will change — just where they
appear in the Book under the chronological run of
relevant Ministers.

Mr Speaker all they need do is check the figures
on pages 1 to 3 to check this.

In other words not a single number has been
changed from those included within the Forecast
Outturn or Estimates column.

Mr Speaker all that has happened in that the final
version of the Estimates Book, after we have
moved the changes at the committee stage, will be
reordered when it is published in final form as ‘The
Approved Estimates of Revenue and Expenditure
2021/2022" such that each Minister heads a
section under which their current responsibilities
are listed.

Obviously Ministerial titles have changed, as have
those for their controlling officers.

Mr Speaker the new titles are now reflected within
the Estimates Book | circulated a short while ago.
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The sequence of revenue income has also been
reordered to follow that same sequence.

Mr Speaker some typos that were identified in the
earlier draft have also been corrected.

These are normally corrected when the approved
version of the Estimates Book is published after
this debate.

We however, ensured that they were corrected in
the presentation of this revised Estimates Book.

Mr Speaker in addition an error that was noted to
the Actual result for 31 March 2019 disclosed on
page 3 has also been corrected.

Mr Speaker, the Financial Secretary provided an
early copy of these amendments to Mr Clinton, Mr
Azopardi and to the Honourable Lady.

APPROPRIATION BILL
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Finally Mr Speaker the Appropriation Bill follows
the sequence of the Estimates Book.

Given this has changed | wrote to you earlier and
submitted a revised Appropriation Bill also to
ensure it tallies with the Estimates Book.

The only change has been to the order of PART 1
of that Bill which now also follows the order of
Ministerial responsibilities after the reshuffle, as
set out in the amended Estimates Book.
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Mr Speaker once again, there has been no other
change to this Appropriation Bill and | have only
done this to facilitate the sequencing of the debate
in Parliament and to ensure alignment with the
responsibilities charged to each Minister after the
reshuffle.

ECONOMIC GROWTH AND GDP
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Mr Speaker the last time | delivered a full budget
address was June 2019.

In economic terms, the entire world has changed.

But my focus has to remain on this small part of
the world that we call home.

This is our paradise, and we must preserve it as
much as possible.

When | delivered my speech in 2019, | said, Mr
Speaker, that:

“The 2016/17 GDP figures had just surpassed the
£ 2 Billion mark;

The GDP figure for 2017/18 was estimated at £
2.17 Billion reflecting an increase of £ 169.25m or
8.5%;

and
The Government Statistics office preliminary

forecast for the turbulent and challenging year that
was 2018/2019 was £ 2.35 Billion.
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That showed an increase of £ 177.8m or an
increase of 8.2% compared to 2017/18’.

In those figures we were seeing reflected the third
full year of GDP performance after the vote of the
United Kingdom to leave the European Union.

Mr Speaker, when | reflect on that speech now,
when we all look back to those days, little did or
could we know what lay ahead.

If we had known what lay ahead, | would not, in
hindsight, have classified 2018/2019 as ‘turbulent
and challenging’.

Those words, ‘challenging’ and ‘turbulent” are how
| would best now reflect on 2020/21.

Incredibly challenging.
Incredibly turbulent.

But we have got the ship to port safely, Mr
Speaker, and all the souls aboard have been
provided for, even in these remarkably challenging
and turbulent times.

So, Mr Speaker, in less figurative and in starker,
financial terms, how have we fared you may ask?

The Government Statistic Office has now provided
their budget brief which forecasts ahead and
revises historic forecast in light of actual
information.
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Mr Speaker | don’t think the outcome will catch
anyone in this country who is genuine in their
analysis of the economy by surprise.

So Mr Speaker let me starting by first taking you
back.

The firmed-up figures for 2017/2018 now show a
GDP figure of £2,3 billion which is actually £97m
more than we projected reflecting an annual
growth of a stunning 12.3%.

A brilliant performance given the Brexit uncertainty
we were living through then.

This is an even better figure than | reported to the
House last year and a reason to be very pleased
and very proud of the work of everyone in our
economy.

Let me just also clarify that Gross Domestic
Product, or GDP, is not revenue to the
Government.

It is not the public finances.

It is the total output of the economy of all actors in
it.

The figures for 2018/2019 were actually £2.46
billion which again is close to £ 100m more than
the figures | reported to this Parliament.

That means that for the 2018/2019 period the
growth turned out to be 8.3%, not 8.2%.
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The growth was larger than expected but also
growing from a larger base figure for 17/18.

Again, Mr Speaker, this is an even better figure
than | reported to the House last year and a reason
to be very pleased and proud of everyone in our
economy.

What this shows, Mr Speaker, is that across
Government we are consistently conservative in
the information we provide to this House.

We do not seek to overestimate revenue.

We underestimate it.

That is the prudent and conservative thing to do.
And that is what we do.

So we do not flatter our accounts.

We unflatter them.

In fact, | would rather flatter our accountants for
the excellent job they do, than pretend to flatter our

accounts.

We see this with the Estimates Book and we see
it now also with the projections of GDP.

Of course, Mr Speaker, with something like GDP it
is possible to get the estimate wrong but we can
see year on year, just as | have been able to
demonstrate to the House, and as is laid down in
the Hansard for posterity, that the forecasts of
GDP that we bring to this House are outstripped
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by the actual performance of the economy when
the estimate goes firm.

That is as it should be.
Mr Speaker turning now to figures for 2019/2020.

The preliminary estimate of these by the
Government Statistic office is for £ 2.566 Billion,
which they round up to £2.57 Billion.

That is to say a growth of £ 110m or a 4.5% growth
over 2018/2019.

The growth for that year is clearly lower when
compared to the close to double digit growth in the
previous 10 years in Government.

And although in cash terms the sum is higher than
in earlier years, it is obviously a smaller
percentage of a larger economy.

But it is entirely in keeping with our expectation at
the time of the last General Election, when these
figures were not yet available.

In fact, Mr Speaker in our manifesto, we expected
that we could reach exactly the same sum.

The Honourable Father of the House, Sir Joe
Bossano, adopting his control of The Force as an
economist, predicted that the GDP would grow as
follows:

“It is expected that the result for 2019/20 will be of
the order of £2.57bn.”
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Mr Speaker that is really a remarkably accurate
figure provided by Sir JoeDa! (YODA)

Almost Oracle like in its precision.

Mr Speaker, for the many ‘manifesto festishists’ on
the benches opposite, that prediction is on page
44 of the Green Gibraltar GSLP Liberal Manifesto
for 2019.

That is now exactly the result confirmed by the
Government statistics office.

This slower rise in GDP, in the context of the larger
rises in years before, was largely due to the
negative growth in the gaming sector over the
year.

This deceleration is made up of two key elements:
a reduction in corporate tax receipts and reduction
in employment and gaming jobs.

Mr Speaker if Honourable Members reflect back to
that year now apparently so distant year, they will
recollect that we had one very large and significant
departure of a gaming operator relocating to Malta
brought about by the then pre-Brexit uncertainty.

Another significant gaming operator, in that same
year, unusually went into liquidation for reasons
entirely unrelated to Gibraltar.

Those two, gaming industry related events, had a
deep and immediate effect on our GDP.
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It is, of course, a matter of regret that, despite the
very careful management of this sector, these
events occurred.

This simply serves to remind us of how important
the gaming sector is to our economy.

And vyet, despite that, Mr Speaker, we have
suffered these circumstances being visited upon
us for reasons beyond Gibraltar's control or
responsibility.

The sector has, nonetheless, continued to grow,
despite the set back.

Mr Speaker, | think it is worth noting that in the
period that | have been Minister for Finance, in the
ten years from 2011/12 to 2019/20, the total GDP
growth has been 133%.

The economy grew from £1.2 Billion in 2011/12 to
£2.57Billion, as | have just reported in 2019/20.

That is a growth of 133% in ten years.

Double and one third again.

This growth is unprecedented other than for the
years in which the original reclamation was carried

out.

The GDP per capita has gone from £37,369 to
£71,787.

That growth represents a 91% increase in the
GDP per capita.
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Additionally, public sector revenue from that
economy grew from an estimated £394m in
2011/12 to an estimate of just shy of £700m, or
£697 exactly, in 2019/20.

That is a growth in public sector revenue of 77
percent in GOVERNMENT REVENUE.

We have collected more revenue for our people
than ever before in the history of government in
Gibraltar.

Expenditure has also, of course, increased.

From an estimated £457m in 2012/13 (the first
Budget book for which we were responsible after

our election in December 2011) to an estimated
£681m in 2019/20 before the pandemic hit.

That growth in EXPENDITURE, Mr Speaker is of
some 49% - well short of the increase in
REVENUE of 77% that we delivered for the same
period.

There is a 28% gap in the growth between
REVENUE and EXPENDITURE in the right
direction.

That is the important thing.

That we grew income by MORE than we grew
expenditure.

In fact, income grew by 28 % more than
expenditure in the same period.
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That is a track record that we can be very proud of
indeed.

But of course, when the pandemic hit, it has gutted
our public finances.

That is why must act now to restore financial
stability.

Additionally, Mr Speaker, the Statistics Office is
reporting that Aggregate Public Debt as a share of
GDP has gone from 43.1% under the GSD, to
13.5% before the pandemic.

That is a reduction of 30%.
That ratio will obviously change for next year, Mr
Speaker, given the impact of the borrowing we

have had to do in relation to the pandemic.

| will report later to the House on current,
increased borrowings.

The same will be true of Net Public Debt as a
percentage of GDP has gone from 25.3% in 2011
under the GSD to 11.2% before the pandemic.
We have more than halved it.

We have reduced Net Public Debt by 14%.

Mr Speaker, however they want to slice and dice
it on the benches opposite.

However they want to spin it.

These are the figures from the Statistics Office.
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And what these figures show are a record for us to
be proud of.

And then some!

Mr Speaker | now turn to the forecast for
2020/2021.

This is the year of the impact of Covid.
The year of a full shut down of our economy.

A financial year that started with the first lock down
and ended with the second lock down.

A disaster of a year in human, emotional and, of
course, financial and economic terms.

No one will be surprised that the growth for this
year is negative.

No prediction that we could have seriously made
could have envisaged the close down of the global
economy as a result of the planetary event that the
pandemic has represented.

After all, Mr Speaker, this is a year where the
economy has largely been locked down for
months by order of the Government.

We moved from stimulating growth as a policy to
styming movement as a policy.

Additionally, the Government, the public purse,
that is to say the public finances, have been the
source of the liquidity injected into the private
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sector so that jobs were preserved, livelihoods
were protected and businesses survived those
unprecedented times.

Indeed, we should recall that at that time the ability
and timetable to return to normal life was not
defined with any certainty.

Mr Speaker, this was a time which was as
dramatic as it was unprecedented.

It is important we set that down here, for
parliamentary posterity, for when our successors
look back at Hansard, in the context of this debate.

We closed down businesses.
We stopped the movement of people.
We grounded flights and cancelled buses

Cruise liners and tourists — the life blood of many
of our small businesses - were simply not allowed
to visit.

Mr Speaker fortunately today many sectors of the
economy have returned to some element of
normality or at least started to return to normality.

But others have yet to return to anywhere near
normal.

For example, Mr Speaker, our port still has not
seen the virtually daily arrival of cruise lines with
the passengers taking rock tours or spending in
our restaurants, cafeterias or shops.
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Mr Speaker despite this | believe the Gibraltar
economy has performed remarkably well.

Our forecast GDP for 2020/2021 is £ 2.44 billion.

Mr Speaker that is a reduction of £ 126m in the
Gross Domestic Product or a reduction of -4.9%,
that is minus four point nine.

A contraction in place of growth.
No one could have genuinely expected otherwise.

In fact, | confess, Mr Speaker, | was happily
surprised by that performance.

| expected a greater reduction in economic activity
for the year.

In essence — in the worst ravages of pre-Brexit and
in the depths of the worldwide Covid pandemic -
we have simply reverted to our world ranking
topping GDP levels of 2018/2019 more or less.

Mr Speaker that performance is much better than
| or others in my team expected would be the case
when we were in the depths of the successive lock
downs.

Of course, Mr Speaker these are the figures for the
period to March 2021 and we all know the effect of
the pandemic will persist economically for some
considerable period to come.

Nonetheless what's important now is how
Gibraltar powers out of this economic malaise as
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well as how we fare in powering out of the
uncertainty that Brexit had created for us.

| will outline some tax measures later in my speech
that are aimed at assisting with this and
encouraging investment.

What | can confirm to the House is that we do
expect that we will be working to try to continue to
grow the economy in keeping with the estimate we
made in our last manifesto, although it is unclear
yet if we will be able to achieve it.

This is an estimate for economic growth based on
5% growth per annum or a total of 20% growth in
the period of the lifetime of this Parliament.

That will continue to be our ambition.

We say that, however, with the caveat that the
effect of the pandemic is not yet over and that
there may yet be another sting in the tail of it.

In this respect, the various tenders in the process
of being awarded will bring the private sector into
the growth of the GDP with even greater vigour,
Mr Speaker.

In that | also include the start of works at Victoria
Keys, which has now been given the final advice
due from the Development and Planning
Commission, as well as advanced discussions on
the Eastside development.

THE GDP PER CAPITA
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Mr Speaker, the GDP results | am reporting this
year will once again put Gibraltar among the
fastest growing economies in the world for the
year before the pandemic hit.

As a result, | will therefore continue the tradition,
started by my predecessor, Sir Peter Caruana, of
calculating for the House the GDP per capita in our
economy.

| reiterate that | am very sceptical of the value of
this calculation or its accuracy and it is not a strictly
scientific measure, but as this was used by
Members opposite when they were in Government
as an indicator of the average standard of living of
individuals in Gibraltar, | will continue to do the
calculation for them.

In Gibraltar, the particular nuance is that our daily
imported working population matches up against
the whole of the resident population, creating a
significant distortion.

Having said this, this calculation is used in similar
analysis internationally and that is why it was
adopted by Members Opposite when they were in
Government.

It is nonetheless an established economic metric,
of however much it may also be of doubtful value,
which | shall once again provide to the House.

In this respect, as | have told the House, the latest
forecast for 2019/20 estimates a GDP per capita
growth of 4.5% from the previous year to £2.566
Billion.
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On the IMF GDP per capita rankings, the UK
features in 35th position with a GDP per capita of

INT$44,117 and Spain in 47th position with GDP
per capita of INT$38,392.

The sums are in a currency referred to as
‘international dollars’ designed by the IMF to show
purchasing-power-parity by using the rate of the
United States dollar as at a 20 year average.

Gibraltar's GDP per capita for 2019/20 is forecast
at £79,707 or INT$121,154.64 placing Gibraltar in
FIRST position, up from third in the last
calculation’.

Gibraltar is closely ahead of Luxembourg which
enjoys a GDP per capita for the year of $118,002.

As | have said before, and must reiterate to ensure
the record of the House reflects, my own view is
that these measures are not scientific because of
the differing methodologies and fluctuating
exchange rates on which they are based.

This lack of uniformity in calculation makes the
exercise unreliable.

Additionally, in the case of Gibraltar, the
calculation is particularly lacking in relevance
given we have now reached 30,000 working
people in a population of 32,000 — making the per
capita aspect unreal and in my view totally
distorted.

1 Using the latest published Census figure of population of 32,194 people. Given recent currency
fluctuations, the exchange rate is once again based on a 20 year £Pound/$Dollar average the same
figure used the year before for purchasing power parity.
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The important aspect of this exercise, however, is
really only to appreciate that Gibraltar's economy
is estimated to have grown again in 2019/20
before the pandemic struck by 4.5% and with
average earnings going up by almost 3%.

This growth continues to place us ahead of other
small countries in the world, including Malta,
Luxembourg, Singapore and Hong Kong when it
comes to GDP per capita.

But | emphasise, Mr Speaker that this was for the
year BEFORE the pandemic hit.

THE COST OF BORROWING
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Mr Speaker | turn now to the question of borrowing
and the cost thereof.

The cost of borrowing is the lowest in history since
governments started borrowing in the 16th
century.

So our borrowing is also at the lowest interest rate
ever secured by the Government of Gibraltar.

And that is why short term borrowing now has
made sense.

And that is also why we did not ask the UK for
money.

Not least because we did not need it.

We asked the UK to support our own borrowing.
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We did not seek and we did not get £500m from
the UK.

We did not even seek the loan of £500 from the
UK.

We sought and we got support for our sourcing of
our own £500m.

That is what shows the resilience of our balance
sheet and the strength of our covenant.

Whatever others may say, we have been able to
source our own £500m, even in these difficult
times.

We did not need the UK’s guarantee for that.

| can happily inform the House that we had £500m
available to us EVEN WITHOUT THE UK
GUARANTEE.

What the UK guarantee has done is secure the
borrowing at a much lower rate.

At the same rate as a sovereign nation.

And let’s be clear that the UK has not provided a
similar guarantee to others willy-nilly.

So when the banks have X-rayed our economy
and our public finances, they have considered our
public finances and our economy strong enough to
lend us half a billion pounds.
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| say to everyone in this community who reads
what the naysayers say — not just in this House,
but beyond it, who do you believe?

The backseat drivers on social media who have
ZERO experience of finance?

They tell you things are horribly bad with our public
finances because we are mismanaging.

Yet the professionals in the banks that have
considered the risk Gibraltar represents, have
assessed it is a very, very low risk, despite not
being a sovereign nation.

The professionals have considered that we are
doing a very good job managing our public
finances — although of course right now every
nation is suffering pressure on the public finances
and we are in a deficit situation.

Mr Speaker | believe that the vast majority in our
community will be very satisfied indeed that even
in these very difficult times our Government has
been assessed as such a low risk thanks to our
prudent management of our public finances.

That is the real test to pass.

Not that of the social media commentators the
Opposition’s retired bankers.

Additionally, the UK Treasury itself, when it has
considered our risk of default on our borrowing,
has assessed we are a sufficiently low risk that
they have provided the sovereign guarantee.
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As has the FCDO that have to make this
assessment also.

Again, | say to our public, that they should take
great confidence from this and listen less to the
arm-chair experts and commentators on social
media who are demonstrably wrong about most
things.

And this is the slam-dunk that demonstrates it!

Again, the UK sovereign guarantee is a great vote
of confidence in the strength of the covenant of the
Gibraltar PLC, the company in which we all hold
our shares and our livelihoods.

Even in these very difficult times.

That is really something to be proud of and in great
measure the fruit of the work of the Financial
Secretary, Albert Mena, at this extraordinarily
challenging time.

Our public finances are in a very bad cash
situation, like every other Exchequer in the world,
but we will build back better, sooner and stronger
than most others.

THE PUBLIC FINANCES
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Mr Speaker as | have mentioned at the start of this
speech the Estimate Book is extremely complex
this year for the reason | have outlined.

| will however seek to highlight the key
performance indicators so that those listening are
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aware how we have fared and what we expect for
the 12 months ahead.

Dealing first with the 24 months that have passed.

Mr Speaker as | already mentioned in May when |
first became aware of the forecast outturn the
Government has posted a loss.

This is a significant loss and something that last
occurred in 2003/2004.

It is important, as we go into this debate, Mr
Speaker, that we recall that the last deficit
declared was in the time that Members opposite
were in Government.

The reason for the last deficit under the GSD was
not — like today - a worldwide pandemic which no
one could avoid.

The reason for the last deficit under the GSD was
not — like today - related to a global shut down of
the worldwide economy.

The reason for the last deficit under the GSD was
much easier to understand.

It was a LAVISH pre-election splurge in spending.

The last deficit in our history was occasioned by
LAVISH GSD spending which brought the public
finances into the red.

So, Mr Speaker, when we refer to the dire state of
the public finances now, and when we hear
members opposite refer to our public finances
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being in a dire state, we have to keep in mind that
these are the after-effects of a global event and
that the public finances of most nations, large and
small, are suffering as we are.

That was not the case in 2003/4.

The only relevant event in that financial year was
the General Election of October that year.

Indeed, the General Election that bestowed on me
the honour of being elected for the first time.

Additionally, we have to remember that the
majority of the spending that we have undertaken
and which has led to this loss and additional
borrowing was AGREED WITH the honourable Mr
Clinton and Mr Azopardi.

In 2003/4, the spending which led to the deficit had
not been agreed with the Official Opposition.

In those circumstances, although | am of course
open and happy to debate in this House ‘the point
of arrivall at this pandemic, we have to be
abundantly clear that the point of arrival was one
of surplus.

We did not arrive at the pandemic with a deficit,
like the GSD arrived to 2004.

So when the Honourable Members opposite like to
go outside this house to propagate the untrue
myth of our pre-pandemic spending being
problematic, and when there are some sheep out
there who would buy that myth, | would say this:
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There is no logic or truth to that at all.

We were in surplus before this crisis therefore all
our spending before this crisis had been affordable
and it is untrue to spin the untruth that our
spending on schools, teachers, healthcare
facilities, our healthcare staff, the police and its
resources, our civil servants and public servants,
is somehow the cause of this extraordinary deficit.

It is not true.

And those who say that need to ensure that they
understand that the ‘S’ in GSLP stands for
SOCIALIST.

And we are always going to be proud of our
investment in our public services and in our public
servants.

But of course we have to cut our clothes to fit the
cloth we have available.

We are proud of having built new schools.

We are proud that by the time we have finished
our programme every public educational
establishment in Gibraltar will have been built by a
GSLP government, in some instances with our
Liberal colleagues.

But we were doing that when the world was not in
crisis.

We are proud that we have increased public sector
pay.
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We are proud that we have provided for the socio-
economic development of our people by building
new homes where we only initially recover half the
cost.

We have refurbished our housing estates and will
continue doing so.

We have built a new marina.

We have built a new national university.

We have built a national bank.

And all of that we built in a manner that was
affordable and yet enabled us to deliver the
highest surpluses in history year on year.

So when the talk is of anything being lavish, it is of
lavish  investment in Gibraltar and the
Gibraltarians, our people

That is where the money has gone.

So we see this sort of prudent spending as a
socialist virtue, Mr Speaker, not as a sin.

But always whilst it can be afforded.
We will not permit spending to be undertaken
when it cannot be afforded because we will not

borrow to fund recurrent expenditure.

And the worldwide economic factors have turned
dramatically.

And we must react appropriately.
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So what is important to understand.
What is real.

What is undeniable.

Is that this is a PANDEMIC LOSS.

The deficit is caused exclusively by the COVID 19
pandemic.

Whilst the reason for this loss are well know Mr
Speaker | would like to signpost some key
indicators.

GOVERNMENT REVENUE
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Mr Speaker our revenue over the two year period
2019/2021 was in the region of £ 1,255 million.

If you consider Mr Speaker that our estimate for
revenue for the single year 2019/2020 was £700
million without any growth, we would have
expected to raise around £ 1,400 million in
revenue over the two year period.

This loss of revenue which amounted to around
11% had to be made up to keep Government

going.

This was met from the COVID-19 Response Fund
which in turn borrowed these monies.

So Mr Speaker around £ 158m was borrowed to
meet forgone expenditure.
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Mr Speaker foregone expenditure came from a
number of fronts as follows.

Mr Speaker, business activity ceased so
Government would no longer receive revenue
from sources such as the Nature reserve ticket.

This is equally applicable to import duty and many,
many other heads of revenue;

Mr Speaker as we locked down Government
provided a number of incentives to business to
allow it to retain its staff and be in a position to
resume once the pandemic was over.

Examples of this were PAYE and Social Insurance
waivers, rent and rates holidays etc.

Incidentally, Mr Speaker, | did not hear anyone
complain when we waived Social Insurance
payments for many months.

Finally Mr Speaker, with counters closed and
movement restricted it becomes more difficult for
payments to be made to Government and or
chased up.

Government also suspended more aggressive
approaches to debt collection cognisant of the
difficulties everyone was facing.

The effect of all of the above was that Government
saw a drop of some £65m in its personal and
corporate tax receipts and £74 million in its import
duty receipts.
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The balance to make up the aforementioned £
158m came from Rates, Electricity and Group
Practice Medical scheme receipts.

DEPARTMENTAL EXPENDITURE
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Mr Speaker, departmental expenditure came in
overall at £1147 Billion for the 24 month financial
year — roughly £573.5m for each of the 12 month
periods.

This was reasonably close to the revised
Appropriation Bills we passed during the course of
the pandemic which was, as Honourable Members
will recall, Mr Speaker, simply doubled the
projected budget for 2019/2020 with the exception
of those figures for the GHA, the Care Agency and
the Education department which we could see
would be impacted.

Mr Speaker | am quite impressed and proud that
despite the pressures of the pandemic we
projected this with some accuracy given the
estimate was for £1,153 million and the forecast
outturn was for £1,147 million.

That is a difference of around £6 million, which in
the scheme of things amounts to no more than a
rounding error.

Mr Speaker this of course is the global position.

In fact most departments fell well within their
allocated budget given the constraints of activity
whereas others were forced to spend more on
account of the exigencies of the pandemic.
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To a large extent fiscal control was out of our
hands and we were required to spend in order to
save lives and protect our front line workers.

This was a period of what we might call ‘demand
led spending’ in certain key areas.

THE BEAT COVID SCHEME
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Nowhere was this more evident than in the BEAT
scheme.

Mr Speaker as you know we set up a scheme at
short notice to be able to fund the cost of
employees to ensure they could meet their own
costs of living.

This scheme took many forms but was dedicated
to support businesses in the affected sectors as
they slowly resume their activity.

The cost of the BEAT scheme alone to the end of
March 2021 was £28.5 million.

| welcome, Mr Speaker, that Honourable Members
were our allies in the disbursement of this money
and the creation of the Covid Fund.

This amount was paid to all those eligible that
made a claim irrespective of nationality or
residence.

Mr Speaker it was the right thing to do.
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| hope they will not now run to the hills when they
see the cash effect of what the supported and start
to decry the pandemic expenditure.

Additionally, it was administered in record time to
ensure those that needed help received timely
support.

As with every scheme of this nature that is thought
up at short notice there are always issues, there
are always those that feel they were not fairly
treated but by and large Mr Speaker | believe the
scheme met its objectives and was successful.

Finally Mr Speaker the COVID Response Fund
supported the capital expenditure requirements of
the GHA and other Government departments to
enable the purchase of ventilators and IT
equipment amongst other capital items to the tune
of around £ 5m.

Overall Mr Speaker the COVID Response Fund
supported the forecast outturn in one way or
another to the tune of £ 227m.

With the exception of £ 2m which came from the
European Social Fund claimed to support BEAT
employee payments, the balance was raised from
Government additional borrowing.

This means Mr Speaker that indirectly our
recurrent expenditure has been financed by
borrowing. Mr Speaker this means that this
pandemic has required us to break a scared rule.

We did so Mr Speaker with the support of this
parliament and in the knowledge that this was the
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way that virtually every other country across the
globe was facing down the challenge of this
pandemic.

So Mr Speaker by the end of March 2021 our
aggregate public debt has increased from £ 438.9
million as at March 2019 to £ 677.7m by 31 March
2021.

Still within the ratio of 40% of our GDP at £2.57
Billion.

But Mr Speaker that’s not the full story.

It's important to also reflect on what else we paid
for during lock-down.

Mr Speaker some £92 million was paid in
pensions, without fail.

And in order to stimulate continued economic
activity, and following advice from the OECD, the
Government completed its assessments on
individuals and paid out a total of £ 26m in tax
refunds over the two year period.

Mr Speaker this means that we are now up to date
with tax assessments and almost all of the
personal taxpayers will have received their
rebates to 2018/2019 and we continue to make
good progress on completing the assessments for
2019/2020 with some 25% now complete.

This is better progress than many if not most
countries in the world.
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So another thing we do with the money we collect
as revenue, is give it back to tax payers who have
overpaid as soon as possible.

That is not ‘lavish spending’, Mr Speaker.

That is properly returning money to its rightful
owner as soon as possible.

It is a virtue, not a sin.

Mr Speaker | will talk about this further when |
comment on the performance of the Income Tax
Office more generally, given it falls within my area
of direct ministerial responsibility.

Mr Speaker it would have been so easy to have
simply allowed ourselves to fall behind in tax
refunds and undo the excellent work that has been
achieved in earlier years.

We did not do so.

We did the right thing and return monies due to the
taxpayers to whom the money is owed.

THE ESTIMATE FOR THE YEAR AHEAD
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Mr Speaker now | want to reflect on the estimate
for the year ahead as this will better describe to
Honourable Members the challenge | believe we
now face as a community going forward.

The year ahead is going to be very challenging as
we seek to restore the public purse whilst ensuring
we support economic activity.
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The balance that needs to be found is not an easy
one as Government seeks to balance the books,
repay the cost of this pandemic and put Gibraltar
in a position to be ready to face the other
challenges that may well yet come our way.

Mr Speaker because we must be honest with the
electorate, yes we have faced down this
pandemic, yes we have exited it perhaps quicker
than many other countries, thanks in large part to
the support from the UK, but lets not kid ourselves
it has taken a tremendous toll on our public
finances as it has taken a toll on virtually every
other countries public finances.

We all face the same challenges and like the
pandemic | want Gibraltar to exit this challenge
successfully before anywhere else, and | believe
we can do it.

Mr Speaker but first to the challenge ahead.

As you can imagine seeking to project what will
happen in the next 12 months is extremely difficult,
as this changes depending on further restrictions
that may have to be imposed, how quickly
business returns how quickly revenues return etc.

Despite these difficulties, estimating expenditure
for next year as accurately as possible needs to
be done.

At present, we are estimating revenue for the year
2021/2022 of around £ 633 million.
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That figure is some £67 million (or 10%) adrift from
the level of revenue we were used to in 2018/2019
and that which we were projecting for 2019/2020.

Mr Speaker in that time we have not reduced
employees or our ambition of the services we
need to deliver to this community.

Additionally, Mr Speaker, we will, of course, be
making a contribution to various charities,
including Community Care, although they already
have been able to build up their reserves, for rainy
days such as those we are experiencing now, from
the contributions made by this Government —
having been left at zero by the former, GSD,
administration’ failure to make donations in excess
of their liabilities.

But, Mr Speaker simple mathematics tells us that
this expenditure cannot match up to our projected
income for the year.

Indeed, Mr Speaker we are projecting a deficit of
£51m.

In order to fund this deficit this means that we will
need the COVID-19 fund to step in and borrow a
further £51m.

| can tell you we have done so already, we have
already borrowed a further £ 50m over 31 March
2021 figure.

This is, of course, to be expected Mr Speaker as
the economy was largely shut down in the first few
months of this year and we expect revenues to
return as we seek to return to business as usual.
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Mr Speaker we are projecting departmental
expenditure of around £ 551 million.

This is almost in line with the expenditure
estimated in 2019/2020, ie we are seeking to
maintain expenditure levels for two years.

It is therefore important for those listening to
understand that every additional pound spent this
year beyond the sums estimated will be an
additional pound we need to borrow.

We are keen to repay that borrowing not extend it.

For that reason, Mr Speaker, to rebuild our public
finances as quickly and as effectively as possible,
| want to emphasise to everyone listening that we
must be careful with any additional expenditure
not already provided for in the Estimates Book
before the House.

COMPANY ACCOUNTS
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Mr Speaker, speaking of matters not provided for
specifically in the Estimates Book, | also want to
deal with the question of the accounts and audits
of the government companies.

COVID has impacted our ability to progress the
audit of all government company accounts.

Nonetheless very good progress has already been
made in catching up on the accounting processes
for Government owned companies such that the
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accounting is up to date and companies are ready
for audit, or for the accounts to be reviewed for an
accountant compilation report to be prepared, for
those companies not legally requiring an audit.

During the lock down period much progress has
been made in the readiness for either of these
processes to be finalised.

To be clear, Mr Speaker, there are a total of
around 70 government companies.

11 of these, like Gibraltar International Bank or
Gibtelecom, are not within the remit of
Government accounting team compiling the
reporting of these companies.

This therefore leaves 59 companies.

27 of these, or almost half, that is to say, were
formed before our election and were all in default
of the obligation to file account before we were
elected.

Management accounts are ready for either audit,
or an accountants compilation report, up to 31
December 2019 and beyond for 54 of these
companies i.e. some 91% of all companies within
the ambit of Government reporting.

The audits and accounting compilation report
processes have been completed on 34 of these
companies with many others presently underway.

To explain the nature of the problem, Mr Speaker
if you focus on those companies which we
incorporated post our election in 2011, some 39
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companies, management accounts are up to date
for 35 of these companies for the periods up to 31
December 2019, with audits having been
completed on some 26 of those companies.

This is the best record of any administration.

Mr Speaker we have therefore broken the back of
this process and | now look forward to seeing
steady progress to finalise the remainder over the
coming 12 month period and have these filed and
available to the public.

The filing should then be maintained without fail.

EMPLOYMENT
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Mr Speaker, | want to move now to look at the
performance of the job market these past 24 or 25
months since the last Budget Debate.

In that time, several ministers have carried
responsibility for this important area of
government policy.

The Department of Employment continues to
demonstrate that, despite the pace of work and the
enormous pressures placed on it in recent times
by both BREXIT and the COVID pandemic
combined, the dedication of its team has not
faltered for a moment.

They have done a magnificent job, so ably and
inspiringly led by Debbie Garcia.
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During these past two years, the department has
not rested.

They have continued to work tirelessly and have
stepped up to the demands and challenges placed
upon them all.

A real example of a department in action in the
service of the community.

During the pandemic the department was also a
fundamental entity in ensuring that the BEAT
support measures we  approved were
administered correctly in a manner that made our
BEAT COVID measures a deliverable reality.

And as a result of that work, even in these most
difficult times, unemployment has remained stable
and Gibraltar continues to boast historically low
unemployment levels.

Looking to the statistical facts Mr Speaker, as at
October 2020, the total number of employee jobs
in Gibraltar has decreased, by 1,087 an
unsurprising 3.6% reduction, from 30,603 in 2019
to 29,516 in 2020.

Those figures were records each year and we
must not be surprised at all that the combination of
Brexit uncertainty and Covid carnage has resulted
in slightly lower overall employment figures.

Breaking down that analysis, the private sector
employment figure has recorded a decrease of
1,214 jobs from 24,001 to 22,787 in October 2020.
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That is a reduction of just over 5% in private sector
jobs in that period.

Conversely the public sector and the MOD have
seen an increase in the numbers of persons
employed of 1.9% and 2.1% respectively to 6,232
and 497 in October 2020 when compared to
October 2019.

When the private sector reduction and the public
sector growth are netted off against each other,
the overall drop in employee jobs is the 3.6% |
referred the House to earlier.

Mr Speaker, | want to tell the House that there has
been consistent growth in the number of public
sector jobs in the years we have been in office.

In the Civil Service, the number of persons
employed and in post has gone up from 1,584
when we were elected in 2011 to 2,040.

Mr Speaker that means a growth of roughly 25%
in Civil Servants in post under the GSLP Liberals
in the past decade.

| remind the House that we have won three
elections committed to the complement as it was
in 2011.

We have in fact increased the numbers actually
employed in the Civil Service by 25% or a quarter.

So | imagine no one is going to be accusing us of
decimating anything, and certainly not the Civil
Service.
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Additionally, in the agencies and authorities,
excluding the GHA, the number of persons
employed and in post has gone up from 730 to 890
or 22%.

That increase is up by a fifth.

In the Gibraltar Health Authority the numbers of
persons employed and in post as direct GHA
employees has gone from 715.5 to 914.5.

That is an increase of 28% Mr Speaker in the
persons employed in the Health Authority.

An increase almost of one third, Mr Speaker.

Mr Speaker that growth in the public sector has to
be better analysed to be properly understood.

| will be asking the Civil Service Union and Unite
to review these figures with me and — if appropriate
— to consider with us the possibility of the
introduction of agreed Early Exit Packages.

These would, of course, only be agreeable if the
number of posts could be reduced going forward.

Undoubtedly as a result of the growth of public
sector employment, the average gross earnings in
Gibraltar are also up.

The figure for average gross earnings now stands
at £32,625.26.

This is another record high, despite the many
challenges our economy has faced, with an
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increase of 2.7% from the previously reported
figure.

Mr Speaker, in the near decade we have been in
office, average gross earnings have increased
from £25,831 by an incredible 26%, that is to say,
OVER A QUARTER, to the figure | just reported to
the House of £32,635.

That is growth that is manifesting itself in the
growth of earnings across our economy.

Definitely something we are proud of.

Mr Speaker, under this Government despite all the
challenges, and with all the sterling efforts of Mrs
Garcia and her team, we continue to see record
low unemployment.

In 2020, the year of a global pandemic and of our
actual departure from the EU, the yearly average
was a record low of 21.

In the last quarter of 2020 as we battled to support
the return to normal business operations, we again
achieved a record-breaking figure with the last
quarter average of unemployment at 23, the
lowest level ever recorded in unemployment
history since records began.

In 2021, we have continued to maintain low
unemployment levels with the 2021 second
quarter average of unemployment again at 23.

Mr Speaker this, a 95% reduction in
unemployment since our election 2011.
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That is to say, our record is a 95% improvement
on the position we inherited from the Honourable
Members opposite for the GSD.

| remember when Honourable Members opposite
used to say that anything under 300 was to be
considered full employment.

We inherited the number of unemployed from
them at a year average of 442.

Their last second quarter average in 2011 was 433
unemployed.

Our second quarter average last year was 5, Mr
Speaker.

That is obviously a pre-pandemic figure.

But with a pandemic and having left the EU our
second quarter average was 23.

Just for the sake of clarity, that is to say, our
second quarter average unemployment rate in the
middle of pandemic having left the EU was 413
unemployed LESS than under them.

Just saying, Mr Speaker.

Just saying.

Because that really says it all, Mr Speaker.

| guess we will not be hearing any more of the
nastiness against the Father of the House’s much

maligned by hugely successful ‘Future Job
Strategy’?
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And it puts all of their past rhetoric and all of the
rhetoric to come today and later this week in its
proper context.

Whatever their words before and after today,
whatever the spin we may meekly see them try to
apply to this fantastic performance by the GSLP
Liberal Government, the GSD’s lack of action in
providing employment for those that needed it,
their record and their performance is what damns
them.

And despite their repeated criticism, their
sneering, now more than ever these record-
breaking unemployment numbers are the proof Mr
Speaker, that this Government’s system works.

And it has continued to work well even under
testing times that we are living through.

THE INCOME TAX OFFICE
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Mr Speaker, | now turn to taxation and the revenue
that the employment in our economy generates
has produced.

The collection of corporate and personal income
taxation consistently comprises approximately
between 40 to 50% of recurring Government
revenue.

It is therefore a vital part of our economy and one
in which | must therefore comment on this year.
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The total figure of tax collected for 19/20 amounts
to £323.0M, representing £189.4M in personal
income taxes and £133.6M in corporate taxes.

The total figure of tax collected for 20/21 amounts
to £314.0M for 20/21, representing £185.6M in
personal income taxes and £128.4M in corporate
taxes.

That is £4.3m less in personal taxation and £5.2m
less in corporate taxation collected in 20/21 than
in 19/20.

That amounts to an overall reduction in tax
revenue of £9.5m from one tax year to the next.

It is expected that the COVID-19 crisis will
significantly start to impact global tax revenues
given the noticeable decline in economic activity
and consumption following national lockdowns
and the forced closure of many businesses
throughout the pandemic.

This is the expected widespread outcome
predicted by the OECD.

In fact, in our own national analysis, the total tax
collected in Gibraltar has dropped £31.7M in the
24 month period from £345.7M in 18/19 to
£314.0M 20/21.

This represents a 9% decline in tax revenue,
which although aligned to general expectations
globally, also includes the impact of Gibraltar’'s exit
from the European Union.
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Mr Speaker, at any other time in our post war
history we would have considered BREXIT the
most life-changing and re-defining moment in
Gibraltar's modern history.

For this reason, my Government continues to
exercise prudent financial management and
planning, allowing us to navigate these challenges
securely and ensuring we safeguard our future
and our way of life.

A way of life we have all come to cherish.

And a way of life we wish to maintain and enhance
for our children, and our children’s children.

Given the above, our financial forecasting of the
21/22 revenue figure is conservatively projected to
a lower sum of £300m.

This figure is reached taking into consideration the
impact we expect to see on corporate and
personal incomes as a result of the pandemic.

Of that, £180M relates to personal income taxes
and £120M relates to corporate taxes.

This is a very prudent estimate based on a safe
and pragmatic consideration of the demographic
of our taxpayer base and historic trend analyses.

TAX REFUNDS

919.

As part of our continued assistance to taxpayers,
as | alluded to earlier, we have also provided in the
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Estimates sufficient funding to sustain the Income
Tax Office’s Refunds Programme.

That will continue what we have already done
during this difficult period when we have sought to
accelerate refunds to taxpayers.

As a result, a further £10M was invested in the 24
month financial year gone, bringing the total
amount allocated to tax refunds during the 19/21
period to £26M.

This is more money than has EVER before been
paid in refunds to taxpayers, Mr Speaker.

This has allowed us to continue to make significant
inroads in this area and to ensure that those who
are owed their money get it as soon as possible.

Our commitment will continue in 21/22, with an
additional £18M allocated towards the final stages
of this process.

Mr Speaker this will enable the Income Tax Office
to issue remaining refunds up to and including
those for the 19/20 tax year and allowing for a
return to a reduced recurring funding level in the
future.

This process itself has not been without its
difficulties.

The closure of Government's cash counters
arising from the pandemic has required the
Income Tax Office to process a tremendous
amount of banking information, not previously
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held, in order to be able to service refunds due to
taxpayers.

| am aware that some people have had to wait
longer than they or we would have liked to receive
their refunded money.

| ask those of still waiting to please be patient.

The Government does not wat to keep your
money.

It wants to return it to you as soon as possible.

That is the best stimulus measure we can provide,
Mr Speaker, to put more money into tax payers
pockets for them to save or spend as they wish.

| therefore urge everyone listening, and who have
not done so already, to please ensure that they
provide banking information to the Income Tax
Office.

Having these details available will reduce the
processing time and enable HM Treasury to effect
payment in a shorter timeframe.

In this respect, | must thank the team at the
Income Tax Office for their hard-work and
efficiency.

INTERNATIONAL TAX ISSUES

936.

Mr Speaker, | must also take the opportunity to
speak about international developments on
taxation.



BEPS
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The Government continues along its defined
strategy of tax transparency and prevention of
base erosion and profit shifting (BEPS).

Gibraltar has already indicated its in-principle
support for OECD’s consensus on Pillars 1 and 2
relating to the taxation of the digital economy, the
allocation of taxing rights and the harmonisation of
a minimum global corporate tax rate.

This is perhaps the most pivotal move taken to
date in order to address BEPS risks at a global
level and by large multinational enterprises; one
Gibraltar has participated in as an Inclusive
Framework Member on an equal footing with all
other 129 countries that have expressed support
for this initiative.

The Commissioner of Income Tax, as Competent
Authority for  Gibraltar under numerous
international exchange mechanisms continues to
service relevant obligations in respect of the
exchange of information.

During the period since my last Budget address,
Gibraltar has undergone numerous assessments
as part of its membership with the Inclusive
Framework on BEPS across a wide range of
actions.

It is important to recall that access to the OECD’s
Inclusive Framework on BEPS was achieved as a
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direct result of negotiating and concluding the tax
treaty with Spain.

This permitted Gibraltar to become a member of
the Inclusive Framework and participate
autonomously in initiatives such as those set out
above.

THE GLOBAL FORUM ASSESSMENT

944.

945.

946.

947.

Most notably, in September 2020, the Global
Forum published that Gibraltar retained its largely
compliant rating in accordance with the
international standard for the exchange of
information on request.

This rating puts Gibraltar on a par with many other
significantly larger and mainstream jurisdictions
such as Australia, Canada, Germany, Spain and
the United Kingdom.

An excellent result for a small jurisdiction with
limited resources.

Most definitely a testament to the hard work and
expertise of all involved.

INTERNATIONAL RECOGNITION

948.

The Government’s prudent stewardship and our
economic policy coupled with our appetite for tax
transparency, administrative cooperation and
mitigation of BEPS risks has attracted positive
international recognition.
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Not only does Gibraltar no longer feature on
specific lists classifying territories as tax havens
but is listed by the Tax Justice Network below the
United Kingdom, the Channel Islands, Germany,
the USA and Spain in their 2021 Corporate Tax
Haven Index.

This list ranks those jurisdictions most complicit in
helping multinational corporations to underpay
corporate income tax by considering tax and
financial systems as well as laws and policies
available to reduce instances of abuse.

Jurisdictions are ranked by their Corporate Tax
Haven Index value comprising a measure of how
much scope for corporate tax abuse the
jurisdiction’s tax and financial systems allow.

This is assessed against 20 indicators.

Mr Speaker | have tasked our taxation experts to
now review the Tax Justice Network’s detailed
methodology and consider these 20 indicators in
order to improve our ranking where possible.

DOUBLE TAXATION AGREEMENTS

954.

Perhaps the most central developments in
Gibraltar’'s international tax landscape in the
period since my last address is the entry into force
of both the Double Taxation Agreement (DTA)
between the UK and Gibraltar and the
International Agreement on Taxation (ITA)
between the UK and Spain regarding Gibraltar.



THE DTA WITH THE UK
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956.

957.

958.

959.

Following ratification, the DTA with the UK entered
into force on 24 March 2020.

This framework provides greater clarity for
international businesses structuring their tax
affairs and allows them to do so in a manner which
is wholly transparent and aligned to international
tax principles.

This in turn encourages inward investment and
growth at such a crucial time.

Relationships have also been strengthened
between the Income Tax Office and HMRC and
HM Treasury in the UK enabling officials on both
sides to reach out and network with counterparts
and key personnel as required.

An example of this is the Memorandum of
Understanding between the Competent
Authorities of the United Kingdom and Gibraltar
concerning the assistance in the collection of
taxes under Article 26 of the DTA, signed on 24
June 2021.

THE TAX TREATY WITH SPAIN

960.

Despite having seen its fair share of negative
commentary, particularly from the honourable
members opposite and being the subject of a
lengthy Parliamentary debate, the Government
successfully published the legislation giving
domestic effect to the International Tax Agreement
with Spain on 26 February 2021, following which,
it entered into force on 4 March 2021.
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Following its entry into force, the Joint Co-
ordination Committee and the Liaison Bodies
formed under Articles 4 and 5 of that Agreement
met in May 2021 via video conference.

The purpose of the meeting was to discuss
important aspects of its implementation and the
best way forward on co-operative matters.

More recently, the first reciprocal exchange of
information under Article 3 of the agreement has
been successfully concluded by both parties
involved.

Mr Speaker, for all of these reasons, as expected,
the Agreement with Spain is a success story in the
making.

No concessions made on sovereignty and a
commitment by Spain to both remove us from their
blacklist and not to lobby for our inclusion on any
others.

However, if this wasn’t sufficient evidence
vindicating the Government on its decision to
proceed with this Agreement, | have only recently
received some positive news justifying all our hard
work on this.

As a result of the liaison between the Income Tax
Office and their Spanish counterparts, | am now
advised that certifications issued by the Gibraltar
tax authorities have been recognised by a regional
tax court in Andalusia.
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As a result of their acceptance, these authorities
have officially accepted the tax paid in Gibraltar as
a set-off against the tax due in Spain.

This important recognition should now see tax
cases against Gibraltarians in Spain receiving a
fairer treatment in-line with internationally
accepted principles.

Recognition of the independence of the Gibraltar
tax authorities and, by extension, the autonomy of
our tax system is a fundamental breakthrough and
one which has been facilitated through this much
maligned Agreement.

| hope that these successes continue and that this
Agreement allows for a closer relationship with our
neighbours; one under which through mutual
respect and understanding a relationship can
flourish for the betterment of both sides.

Later this week Mr Speaker we plan to issue a list
of Questions and Answers complied by the
Income Tax Office based on those Questions
people have raises.

Clearly this is not tax advice but rather the Income
Tax Offices view on how they understand the Tax
Treaty with Spain.

The Income Tax office reserves the right to modify
this as matters progress and there is further
experience from the interaction of the treaty, but |
think this will be useful for professional advisors in
particular.



EU STATE AID CASE
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Finally, Mr Speaker, in relation to the international
aspects of the work of the Tax Office, | refer the
House to the press release issued by the
European Commission on 19 March 2021 under
which the UK was being referred to the European
Court for failure to recover illegal tax exemption
aid in Gibraltar.

| am pleased to be able to announce to the House
today that the Income Tax Office, as the authority
charged with recovery of the aid due, has
achieved provisional implementation of the
decision, as confirmed by the European
Commission’s Enforcement Team, through
payments into escrow in relation to the
outstanding amounts of aid.

In the circumstances, Mr Speaker, we expect to be
able to continue to work to give effect to the State
Aid decision without infraction proceedings being
progressed further against us.

DIGITAL TAX OFFICE

978.

979.

Returning to focus on a national level, the Income
Tax Office continues on the path to a digital
transformation.

A move into this space is considered a vital and
necessary step in a post COVID-19 working
environment.
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Initiatives such as the wider rollout of a Digital File
Management System within the Income Tax Office
now assists and facilitates the retrieval and use of
documents electronically.

Similarly, payments of tax are effected directly via
a dedicated user portal, whilst refunds are credited
directly to taxpayer’s bank accounts.

Both of these measures enhance the user
experience and allow a more streamlined process.

Significant work has been carried out internally for
the provision of systems including facilitating the
submission of employer returns in addressing the
reporting requirements of the BEAT assistance
schemes paid during the COVID-19 pandemic.

This development work is now being used as a
basis for other projects including a framework for
a smoother process for employers to submit their
payroll returns.

In this regard, the Commissioner of Income Tax
has asked me to extend his thanks to the
Government’'s Information Technology and
Logistics Department for their continued support
as and when required in all such matters.

The Income Tax Office has also worked closely
with Government’s Digital Services team for the
successful launch a number of online tax services.

These include a registration and verification
process, the application for an S1 certificate
(healthcare entitlement based on social insurance
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contributions) and the ability to manage your
allowances.

These services are being expanded and will
shortly also allow taxpayers to submit their income
declaration on line through a dedicated user
portal.

Innovation, modernisation and a strong sense of
customer needs underpins this project, driven
forward by the Income Tax Office’s intention to
deliver a digital tax system that is fit for purpose for
all users.



BUDGET MEASURES

991.

992.

And now, Mr Speaker, | turn to the moment you
have all been waiting for.

Having shared all this detailed information with all
Honourable Members, | will turn now to the
measures that the Government proposes to
introduce this year.

DISABILITY BENEFIT & OLD AGE PENSION

993.

994.

995.

996.

997.

Mr Speaker, this year, in keeping with our
manifesto commitment, the Disability Benefit will
increase by the rate of inflation.

The Old Age pension will similarly also increase in
line with inflation.

Mr Speaker the Government has already made
clear its commitment to equalise the pensionable
age between men and women.

We will continue our work to achieve that in the
most advantageous way possible that is affordable
for our community.

That is work in progress that is taking longer
because we are trying to deliver the best possible
option for our people.
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Both the Disability Benefit and the Old Age
pension have risen by at least the rate of inflation
every year since we were elected, and will
continue to do so.

THE MINIMUM WAGE

999.

1000.

1001.

1002.

1003.

1004.

1005.
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1007.

Mr Speaker, the minimum wage will also go up
again this year.

When we took over the minimum wage was at
about £5.07 per hour.

That amounted to just over £10,000 a year.

The statutory minimum wage was increased to
£6.45 with effect from 1 August 2017.

It went up in August 2018 again by 4.5% or 30p an
hour to £6.75.

As a result, the minimum wage had increased by
25% in our first seven years in office.

That was already the highest increase in the
minimum wage that any Government has ever
delivered in our history.

Mr Speaker, | have said repeatedly that | am in
politics to help working people.

My background is proudly undeniably working
class.
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As | have told the House before, | am proud that |
come from a working family and we know what it
is like to have to scrimp and save.

Each year | will therefore insist in wanting to
continue to increase the minimum wage by as
much as the economy can reasonably wear
without risk.

If | thought it could rise by more, | would put it up
by more.

That is a careful exercise that we have to do.

In 2019 | put in place a mechanism to ensure that
the minimum wage would increase by a third of
what it was when we were elected.

The legislation on the minimum wage therefore
provided for increases to £7.50 until the next three
financial years.

Honourable Members will recall that at the election
the Leader of the Opposition betrayed that he had
not been aware of this being provided for in the
law.

Mr Speaker, those increases, culminating in this
increase will deliver a minimum wage at £7.50 an
hour.

The next two programmed increases will provide
for inflation.

Mr Speaker, these increases gives workers on the
minimum wage Mr Speaker the certainty that their
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hourly rates will continue to rise every year for five
years.

Workers have never had that certainty before, in
particular when members opposite were in power
and the hourly wage rate sometimes did go up at
all for some years.

| am delighted that by seeing through the
implementation of this law this year we are
delivering the most generous ever increase in the
minimum wage in any ten year period, however it
is measured.

No government in Gibraltar's history has ever
increased the minimum wage more.

By announcing these increases as we did in 2019,
we also enabled businesses to plan ahead.

Mr Speaker | recognise the representations made
by the Chamber and the Federation of Small
Businesses seeking that we should delay the
increase in the minimum wage for a year as a
result of the pandemic.

We do not agree.

We believe that our five year escalator for the
minimum wage was the right thing to do and we
should not stop or pause the escalator.

As | told the House when we introduced the
escalator, | happy and proud to be able that at this
rate our minimum wage is comfortably in the now
top third of the group of 21 countries in the EU that
have a minimum wage or the Group 3 Tier.
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Now our minimum wage is 6th highest in the 21
out of the 27 countries in eurozone in which there
is @ minimum wage.

Mr Speaker | am calculating that based on a
minimum wage at £15,600 a year or £1,300 a
month, at 7.50 an hour, on the basis of a 40 hour
week, 52 weeks a year — divided by 12 for the
number of months in the year.

That means that the minimum wage in Gibraltar
has ALREADY gone up by almost 50% in the time
we have been in office.

From just over £10,000 to over £15,000!

At Friday’s exchange rate of 1.17 Euros to the
Pound Sterling our Minimum Wage will be in the
top third in Europe at €1,521 or €18,252 a year or
€1,521 a month.

Mr Speaker, the average, monthly minimum wage
in Europe is €962, or about two thirds of ours.

We are doing well by any measure, Mr Speaker,
when it comes to our record on the minimum
wage.

Germany, Mr Speaker only provided for a
minimum wage as recently as 2015.

We have had it since the Honourable the Father of
the House introduced it in his first budget after
1988.
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After this increase we will be alongside France and
just below Germany at €1,584 and Belgium at
€1,594.

But with one caveat, Mr Speaker.

When adjusted for deductions of social insurance,
the sum of the take home minimum wage in
Gibraltar is HIGHER than in and Germany.

To be clear, in Germany an employee pays about
14% of their gross salary in social insurance for
healthcare - half (or 7%) paid by the employee
and half by the employer - an additional pension
insurance of 18% - half (or 9%) paid by the
employee and half by the employer.

Additionally, long term care insurance is paid at
the rate of 3% by each employee (with an
additional 0.25% if a person is childless) and also
of 2.4% - half paid by the employee and half by the
employer — of Unemployment insurance.

Mr Speaker, all of these deductions on social
insurance equivalent payments due from a person
on the minimum wage in Germany produce a state
deduction of €110.88 for health care insurance,
€142.56 for pension insurance, €47.50 for long
term care insurance and €19.00 for unemployment
insurance.

The total state deductions in Germany, the
industrial power house of Europe, from the pay
packet of a citizen on the minimum wage is
therefore €319.94.
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That leaves a minimum wage take home pay
BEFORE TAX in Germany of €1,264 per month.

Mr Speaker, in Gibraltar the monthly, take home,
minimum wage before tax is reduced by sum of
state insurance payments of £130 per month
payable by the employee.

That is €152 per month.
Less than half the deductions in Germany.

That leaves a take home minimum wage in
Gibraltar of €1,369 a month.

Our minimum take home pay for full time work is
therefore above Germany.

They never thought it was over before our election.
But is now.

Mr Speaker, it is an honour to be able to show that
our consistent increases in the minimum wage
since we were elected have now put our minimum
wage above the German equivalent.

We will continue to seek to increase and climb up
that ranking too.

Because in the same way we have grown our
economy in other areas, we will continue to do so
in this respect also.

Properly, consistently and realistically adding to
the minimum wage in a sustainable manner.
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And Mr Speaker, as the Minimum Wage goes up,
so does the guarantee that no pensioner or
pensioner couple will have to survive without at
least the minimum wage.

That is a measure without equal in Europe Mr
Speaker.

It is important that those who talk of hardship or of
needing more should realise what the context is.

People need to be reminded both of the benefits
already enjoyed in Gibraltar and of how important
it is that our careful balance is not upset.

In simple terms, Mr Speaker, we must not kill the
goose that lays the golden eggs.

Because the quality of our country will always be
measured by what we offer to those who have
least and not what we require of those who have
most.

And this year we will move to ensure we provide a
law for trade union recognition.

Our command paper will pass to become a Bill and
then to become an Act.

Additionally, Mr Speaker, we do not just want to
ensure that we are raising the amounts payable
per hour for each worker.

We want to ensure that our labour market is
increasingly progressive and fair.
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In this respect we have done considerable work in
partnership with Unite the Union on how labour
conditions should change.

Indeed, the social insurance changes made by the
Father of the House will largely dissuade the use
of zero hour contracts.

We are continuing that work.

Wage progress.

Social progress.

Workers rights.

All protected.

All enhanced.

Do not expect otherwise from this Socialist Liberal
Government.

THE CORPORATE TAX RATE

1073.

1074.

1075.

And | move now to address matters of corporation
tax.

Mr Speaker those following international tax
matters will have seen the OECD announcement
following the OECD meeting that took place on the
1 July 2021.

This meeting was to discuss and agree upon on
the framework for tax reform.
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In essence over 130 countries and jurisdictions out
of 139 in the OECD joined the bold new framework
for international tax reform.

Gibraltar is one of those jurisdictions.

The framework, which, as Honourable Members
will know, originated in a G7 meeting in Cornwall,
has now been adopted by the G20 and has led to
the EU changing its position on the so-called
‘google-tax’ or the ‘digital levy.’

Mr Speaker for the benefit of those that may not
be following this the G7 and the OECD have
alighted on a framework to update key elements of
the centuries-old international tax system, which is
no longer fit for purpose in a globalised and
digitised 21st century economy.

Mr Speaker the framework consists of the two-
pillar package which is the outcome of
negotiations coordinated by the OECD for much of
the last decade.

Mr Speaker this framework aims to ensure that
large Multinational Enterprises (MNEs) pay tax
where they operate and earn profits, while adding
much-needed certainty and stability to the
international tax system.

Mr Speaker, Pillar One seeks to ensure a fairer
distribution of profits and taxing rights among
countries with respect to the largest MNEs,
including digital companies.
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It would re-allocate some taxing rights over MNEs
from their home countries to the markets where
they have business activities and earn profits,
regardless of whether firms have a physical
presence there.

Mr Speaker, Pillar Two seeks to put a floor on
competition over corporate income tax, through
the introduction of a global minimum corporate tax
rate that countries can use to protect their tax
bases.

Although this is complex, it is important that it
should be understood in our community, as these
measures are important to our finance centre,
which creates thousands of jobs that provide
incomes for many families and corporate taxes
that fund our services.

So, our people need to understand these issues -
in the same way they understood our, admittedly
simpler, exempt company regime because, back
in the day, it brought a lot of work to our people
despite the non-payment of corporation tax.

Mr Speaker, “th[is] two-pillar package will provide
much-needed support to governments needing to
raise necessary revenues to repair their budgets
and their balance sheets while investing in
essential public services, infrastructure and the
measures necessary to help optimise the strength
and the quality of the post-COVID recovery”.

Mr Speaker these are the OECD’s words not mine.

| am delighted to confirm that Gibraltar has
registered its support for this framework.
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Mr Speaker whilst | understand this will present
challenges to this jurisdiction and its model of
taxation | do not believe it is in Gibraltar's interest
to be the outlier that would not sign up to this
framework and would seek to resist it.

Mr Speaker to have resisted this would be to
consign Gibraltar to the group of 8 countries and
jurisdictions that did not support this.

That would not be a safe ‘Cabal’ to be included in,
especially as the measure, being an OECD
measure and not an EU measure, will NOT require
unanimity for its application.

The fact that financial services companies are
likely to be exempted, at the instance of the United
Kingdom, will no doubt make application easier.

But our future is as a leading, innovating, value
added jurisdiction on the right side of the global
transparency and accountability spectrum, not on
the opaque side.

Mr Speaker, what | believe we need to do is to
understand the changes and navigate Gibraltar
through reforms safely and securely so that we are
left placed in the best position possible.

These are early days though, as the framework
has just been agreed conceptually.

As ever with matters related to taxation, the devil
will be in the detaill.
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Mr Speaker, nonetheless what is clear is that
under Pillar 2 the world will likely soon be moving
to a minimum tax rate of 15%.

Mr Speaker, for this reason | am today announcing
an increase in corporation tax in Gibraltar.

Any company commencing a financial period after
today’s date will now pay corporate tax at 12.5%
and not 10%.

This means that if the new global agenda
prospers, when we are required by the OECD to
move to 15% the increase will be less significant.

12.5% is also the rate of corporation tax in Ireland.

Additionally, Mr Speaker it needs to be
remembered that corporate tax is only paid on
profits.

It is not paid on turnover.

For that reason, it is not an additional cost to the
business, but rather a slice that Government takes
of profits before these are returned to the
shareholders by way of dividends.

INCENTIVES FOR CORPORATES

1106.

Mr Speaker whilst we increase the tax rate for
corporates, we will also provide new incentives to
corporations that act properly and responsibly.
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As we come out of this pandemic my government
wants to seek to encourage good corporate social
responsibility.

We will support corporate behaviour that delivers
capital investment, corporate behaviour that
delivers marketing strategies that help place
businesses and Gibraltar on the map, and
corporate behaviour that supports the further
training of our workforce, encouraging
employment.

We will also single out for support corporate
behaviour that encourages environmental
improvements.

So, Mr Speaker, | say to businesses:

Invest in employment;

Invest in training;

Invest in capital items;

Invest in marketing;

And invest in environmental improvement, and we
will support you in doing so.

We will be your partners in these endeavours.

And these are the measures that will deliver our
partnership.

Mr Speaker unless | state otherwise the measures
| am about to announce will only have a limited life
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of around two fiscal periods from this date until the
30 June 2023.

This is what we believe will turbo charge this
economy out of this difficult period we have
experienced and will create the foundations for a
stable recovery.

We will of course, nonetheless, consider the take
up of these measures and review their application
over the period in question.

INVESTMENT IN EMPLOYMENT

First of all, Mr Speaker in order to encourage
employers to take on and train new staff, we will
grant an allowance of 50% of the fixed salary cost
of every employee employed after this date.

This means that for every £ 10,000 invested in
employing new staff, the business will be able to
claim a deduction of £ 15,000.

For the purposes of this measure “fixed salary
costs” means the employment costs as per the
contracted salary or similar with the Employment
Service.

So who can sustain the nonsense argument that
we are taxing employment, when, in fact, we are
giving tax breaks for employment and for training
of new staff.

The measure will be limited to basic salary and be
exclusive of bonuses, allowances and overtime.
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INVEST IN TRAINING

Mr Speaker business that invest in training their
people the allowance for qualifying training under
section 16 of Part IV of Schedule 3 of the Income
Tax Act will be increased by 10% to 60% of those
training costs.

This means that for every £ 1,000 spent of training
the business will be able to claim a deduction of £
1,600.

Mr Speaker the claimant will need to satisfy the
Commissioner of Income Tax, through an
application, that the expense is validly incurred in
staff training.

In order to encourage appropriate behaviour for
these purposes it will be cost of training only that
is increased, so ancillary costs such as travel and
accommodation are not covered.

INVEST IN MARKETING

Mr Speaker business that invest in marketing will
be awarded an additional deduction amounting to
50% of marketing costs.

This means that for every £ 1,000 spent of
marketing the business will be able to claim a
deduction of £ 1,500.

Again, Mr Speaker, the claimant company will
need to satisfy the Income Tax Office, through
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application, that the expense is validly incurred in
marketing for the purposes of the business.

CAPITAL ALLOWANCES

Mr Speaker capital allowances encourage
businesses to invest and upgrade their equipment.

COVID-19 has shown the reliance we now have
on technology, on IT, on contactless payment etc
and we want to encourage our businesses to
invest in upgrading their equipment.

For this reason Mr Speaker we will increase First
Year Allowances for plant and machinery and
computer equipment from £30,000 and £50,000 to
£60,000 and £100,000 respectively and allow the
following:

Mr Speaker for plant and machinery where the
amount of expenditure incurred is greater than
£60,000, the first year allowance will be the higher
of the following:

£60,000; or
50% of the expenditure incurred.

And Mr Speaker in the same vein for computer
equipment where the amount of expenditure
incurred is greater than £100,000, the first year
allowance will be the higher of the following:

£100,000; or
50% of the expenditure incurred
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In addition Mr Speaker, in order to ensure the
capital allowances flow through over shorter
period and assist businesses immediately in these
difficult times, we will increase pool allowance
from 15% and 20% to 25% and 30% respectively
for persons and persons other than companies.

Mr Speaker we will also grant a general wear and
tear on real property from where the business is
conducted at 1% of the cost of acquiring the
property.

This is different to the industrial buildings
allowance and industrial buildings therefore will
not be eligible for this allowance.

Finally, Mr Speaker and consistent with our green
agenda and our commitment to reduce the amount
of polluting vehicles on our roads we will extend
capital allowances to promote the adoption of
greener technologies by businesses.

As a result the ‘plant and machinery’ definition will
now allow for private vehicles where these are
partly used for the production of the income and
the motor vehicle is a full electric vehicle and not a
hybrid.

As a government we need to lead by example as
we are, and we need to create the environment to
protect the environment by encouraging
businesses to follow our lead.

As an economy we need to move in this direction
and it is often the private sector that leads the way.



ENVIRONMENTAL IMPROVEMENT
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1146.
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Mr Speaker | have already touched on one
environmental measure.

| will now announce further environmentally
important measures that are NOT intended to be
limited to the next two years.

Mr Speaker we have already provided legislation
allowing deductions for solar energy systems for
the installation of water heaters.

These measures are now extended for any solar
systems installed by companies/businesses or
individuals and no longer to be limited only to
water heaters.

Mr Speaker a similar deduction for improvements
to the EPC rating of a property is available under
the Energy Performance (Deductions) Rules
2018.

The Income Tax Office has not received any
applications to date.

Mr Speaker we will therefore increase the rates
applicable to see if we can encourage business to
take up this measure.

The rates will therefore increase as follows:

In category A+ the rate for tax deduction will
increase by 30% from 70% to 100%;



1154. In category A the rate for tax deduction will
increase by 30% from 55% to 85%;

1155. In category B the rate for tax deduction will
increase by 30% from 40% to 70%;

1156. In category C the rate for tax deduction will
increase by 25% from 25% to 50%;

1157. In category D the rate for tax deduction will
increase by 15% from 15% to 30%;

1158. In category E the rate for tax deduction will
increase by 10% from 15% to 25%; and

1159. In category F the rate for tax deduction will
increase by 5% from 5% to 10%.

PERSONAL TAX MEASURES

1160. Mr Speaker as | have mentioned previously,
because no budget session was held last year and
it was not possible to increase allowances or
consider taxation changes.

1161.  Mr Speaker in the context of this difficult year, the
first instinct of many may have been to raise
personal taxation.

1162. We have worked very, very hard in the
Government and in the Ministry of Finance to try
NOT to raise personal taxes.

1163. Social insurance has been raised to help fund the

GHA and pensions.
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And Honourable Members and those watching
should be reminded that every penny of social
insurance goes ONLY to fund the GHA and
pensions.

So today, | will NOT raise personal taxes for
working people on out standard GIBS or
Allowance Based systems.

And | will not introduce tax on pensions.

We have worked very hard not to have to do so at
this very difficult and financially challenging time.

Additionally, | will not raise personal allowances
across the board in a manner that will have the
effect of lowering the tax burden.

Given the 24 months we have just past and the
challenging period ahead it would be irresponsible
of me to increase all tax allowances.

| am however conscious, Mr Speaker, that there
are those within this society that need our help
more than others.

Those of us who can carry the burden of these
difficult times have a responsibility to do so.

Similarly, it is our responsibility to help those who
most need our help.

For this reason, | propose to increase allowances
by inflation or more to a targeted, limited group of
taxpayers who are the ones who may most need
and benefit from such increases.
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In this respect, Honourable Members should note
that the measure of inflation in the period July
2019 (the time of the last budget) to April 2021 is
around 1.5%.

Mr Speaker the following allowances are therefore
set to increase with effect from 1 July 2021 as
follows:

The age allowance for single individuals is
increased from £ 5,600 to £ 5,685;

The age allowance for married individuals
increased from £9,055 to £9,190. We must be
conscious of the importance of helping those of
our elderly in our community who need our help;

The allowance for blind persons will be increased
from £5,395 to £5,475 to assist those with visual
impairments;

The allowance for child studying abroad is
increased from £1,355 to £1,375 to assist families
with dependants in further education, which is
already funded by the government;

The allowance for a dependent (non-resident)
relative is increased from £220 to £250;

The allowance for a dependent (resident) relative
is increased from £335 to £400;

The allowance for disabled individual increased
from £9,475 to £10,000. This is a considerable
increase, much ahead of inflation, which is
designed to show that we understand just how
difficult the lives of the family members of the



1183.

1184.

1185.

disabled are too. This sum has increased from
£2,724 under the GSD to £10,000 in our time in
office. That is to say, Mr Speaker, we have
QUADRUPLED the disabled individuals
allowance. ltis right that we should increase such
allowances in this way. | do not care if members
opposite call me lavish in my spending when |
spend on these matters, or in the creation of a new
St Bernard’s School or on other expenditure to
come for people with disabilities. | consider their
attempt to deprecate us in such respects no more
than a badge of political honour. | know that there
is more to do in this respect, but we have done
more than most and we will take no lessons from
the GSD on this;

The maximum allowance for nursery fees is
increased from £5,400 to £5,480;

The allowance for a single parent family is
increased from £5,690 to £5,800, again, much
above inflation, because in this bracket Mr
Speaker this increase will help single parent
families, usually, but not always, women left to
bring up children alone, in a meaningful manner.

Mr Speaker, | also am asking that the
Commissioner should look at the definitions
employed in respect of this single parent family
allowance to ensure there is no abuse of it.

CAT2 AND INDIVIDUAL WITH SPECIALIST SKILLS

1186.

Mr Speaker, the rules for Category 2 individuals
and those for High Executive Possessing



1187.

1188.

1189.

1190.

1191.

1192.

1193.

1194.

1195.

Specialist Skills have not been amended for a
number of years now.

It is time to balance the requirement for these with
the demand that has been seen in recent months.

Mr Speaker our changes are relatively straight
forward.

For Category 2 Individuals the cap beyond which
no further taxation is due in Gibraltar is set to
increase from £ 80,000 to £ 105,000.

In addition, the minimum tax payable for Category
2 Individuals is set to increase from £ 22,000 to £
32,000.

Mr Speaker our changes for High Executive
Possessing Specialist Skill arise from changing
the threshold to qualify for this classification.

Going forward, to qualify for this classification an
individuals will need to earn more that £ 160,000
instead of the existing level of £ 120,000.

These individuals will only pay taxation up to this
level.

Mr Speaker transitional arrangements will also be
brought into effect.

These will cover businesses that are presently in
possession of certificate in respect of existing
individual employee possessing specialist skills,
who currently earns more than £ 120,000 but less
than £ 160,000.
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1197.

1198.

1199.

These certificates will remain grandfathered under
the HEPSS regime for a period of two years to
allow these businesses to rationalise their
employment terms.

Grandfathered individuals will continue to pay
taxation under the HEPSS regime, which is slightly
higher than taxation under the normal regime,
even though they would not qualify for a HEPSS
certificate if they applied for it after these changes,
under the revised terms.

This will allow their employers not to loose their
certification whilst they readjust their employees
earnings and qualify under the revised provisions
for HEPSS.

Mr Speaker since it is ill advised to increase
taxation retrospectively, and we would always
seek to avoid that if possible, these changes will
come into effect on 1 August 2021.

REGULATIONS

1200.

1201.

1202.

Mr Speaker business has often said that it is
difficult to deal with these measures once
announced without the relevant legislation in
place.

We have heard them Mr Speaker.

Whilst the time to produce the regulation is
certainly now much shorter than when my
colleagues opposite were in Government, when
we often found ourselves legislating more than a



1203.

1204.

1205.

year after a measure has been introduced, any
delay is obviously regrettable.

For that reason, Mr Speaker on Thursday this
week Regulations will be published in the Gazette
that bring into force all of these announcements
which require regulations to be changed.

In respect of those measures which require a
primary change to legislation, | will be seeking to
amend the Bill before House in order to propose
the inclusion of the changes necessary to the
Income Tax Act as we pass this Bill.

| would like to thank the Commissioner of Income
Tax, John Lester and his team for their hard work
and diligence in making this possible.

THE ELECTRICITY TARIFF

1206.

1207.

1208.

12009.

Mr Speaker the last time electricity was increased
was when the GSD was in office in July 2010.

The standing charge had been increased by the
GSD by 100% in 2005.

Since that time to the end of January 2021 IRP has
increased by around 20.5%.

Those that follow these debates will recall that in
the last few years of the GSD Government they
had starting increasing these tariffs annually since
2008, presumably to get the electorate
accustomed to the 5% annual increases that
would be demanded by the financing arrangement
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1211.

1212.

1213.

1214.

1215.

they were intending to put in place to finance their
diesel power station.

The tariff had been increased by 10% in 2005 and
then they had been increasing by average of 5%
per annum from 2008 to 2010, in the Budget the
year before election year.

Yes, Mr Speaker, members opposite will not be
able to avoid the fact that the measure that the
GSD proposed in respect of electricity tariffs was
to increase electricity charges over these past ten
years by 50% and to continue those increases for
a further five years to reach a total of a 75%
increase.

My Government has - instead - held electricity
prices at their 2010 levels for over 11 years.

That said Mr Speaker given the increases to the
cost of living and the disproportionate contribution
the taxpayer needs to make to fund the production
of electricity, the time has now come to increase
all tariffs across the board so that we no longer all
have to fund the consumption of electricity by the
biggest consumers through our general taxation.

We must move to a system where those who
consume pay closer to the cost of what they
consume.

As we have consistently said in the election
campaigns since 2015, we are better able to do
this now with the new LNG facility now
commissioned and working.
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1220.

1221.

1222.

1223.

This is a cleaner and cheaper fuel than the
Grimmy, Smelly, Diesel power plant we were
going to be condemned to under the GSD.

In consumption terms, Mr Speaker, commercial
users presently make up about 16% of users by
number but consume some 52% of the units billed,
whereas residential users amount to 79% of the
GEA'’s customer base but only consume 39% of
units billed.

These statistics are correct for the first quarter of
2021.

For this reason, Mr Speaker, the Government will
increase the commercial electricity tariff and all
other incidental tariffs by 20% rounded of, on both
charge per unit and standing charges to keep pace
with inflation.

Mr Speaker, | also think this is also a moment to
consider how best to charge for electricity.

Historically the business tariff has had a discount
over personal consumption.

This historical anomaly was based on charging
less for a greater consumption, however in 2021
our green or environmental agenda means it no
longer makes sense, as a community, for us to be
rewarding or subsidising volume consumption of
electricity.

In addition, it is businesses that are usually best
placed to make the environmental changes that
are required such as smart lighting, conversion to
LED lighting and greater insulation to business
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1226.

1227.

1228.

1229.

1230.

1231.

1232.

premises to retaining the heat in winter and
blocking it out in summer.

For that reason, Mr Speaker, in order to align
matters we will match domestic consumer tariff to
the new, lower, increased commercial tariff.

This means that the commercial consumer tariff
increases by less than the inflationary increase,
that is to say by some 16%.

This also means, Mr Speaker, that we will have put
the cost up by an average of 1.6% a year whilst
we have been in office, or 3.5% less than the GSD.

And all that, Mr Speaker, is, in any event, 30% less
than the GSD would already have increased the
electricity charge, Mr Speaker.

That is a GSLP Liberal discount of which | think we
can be proud on this side of the House.

The increases will henceforth be linked to inflation
and will increase on the 1%t June each year.

Additionally, Mr Speaker, Tariffs 5, 6A and 6B are
now abolished.

They were only benefitting a small number of
consumers and the Government sees no reason
to continue them.

We hope, Mr Speaker, that this will also
encourage consumers to install renewable
sources of energy.
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1235.

Mr Speaker, at these new rates, the electricity
charges in Gibraltar will still be lower than in the
United Kingdom or Spain — and that will be
because Government will still be subsidising the
cost.

| should add, Mr Speaker, that our power station
does not just pollute less than the option proposed
by members opposite; it is not an eyesore at the
entrance to the nature reserve, it cost less and it
will be paid for sooner too and without the
consumer having to dig deeper into their pockets
as they would have had to do under the funding
arrangements proposed by the GSD and
members opposite.

Thank goodness Mr Speaker that we were elected
in time to stop that Grimmy, Smelly, Diesel folly.

IMPORT DUTY

1236.

1237.

1238.

1239.

Mr Speaker, as you are aware following the New
Year's Agreement we are involved in detailed
negotiations with the EU, Spain and the UK about
a possible fluidity deal.

Part of the New Year's Agreement envisaged that
we would look at a Customs arrangement.

Some of the alternatives that we have discussed
with TLAC envisage a change to our established
systems of import duties.

We will continue our work with TLAC and with
specific sectors and specific economic operators
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to ensure that we are ready for the negotiation and
the decisions we will have to make.

Mr Speaker, given the challenges of the possible
changes to the regime | propose to make very
limited changes to the duty tariff at this point
despite it being over two years since | last effected
significant changes.

| do not think it is prudent to do otherwise.

However, in order to continue to raise revenues
from the consumption of polluting fuels, as from
midnight last night, the rebate on duties for fuels
supplied from land or otherwise to Superyachts,
jet-skis or pleasure craft of any type is reduced by
one third and the supply of these fuels will
therefore attract one third of the relevant fuel
duties.

And any diesel fuel supplied to a Superyacht, jet
ski or pleasure craft of any type will now attract 12
pence of duty per litre — roughly the same amount
as will be due by the reduction of the rebate by one
third in respect of other fuel.

These increases will retain Gibraltar’s attraction as
a port for such visiting vessels, but will also provide
much needed revenue for the public coffers at this
time from those who are fuelling a hobby or a
pleasure and not from those who require fuel for
professional purposes.

Mr Speaker, as part of my government's
continuing efforts to curb the health problems
arising from smoking as well as our commitment
to tackle all illicit tobacco smuggling, and after



consultation with the collector of customs, the
following increases of input duty have been
introduced as from midnight last night, import duty
per carton of 200 cigarettes will be increased by
£0.50 to £15.50 per carton.

THE SALE OF SMALL BOATS MARINA

1246.

1247.

1248.

1249.

1250.

1251.

1252.

Mr Speaker as you know a couple of years ago we
conceived and built the small boats marina.

This houses 700 vessels approximately.

We were much criticised for this development by
members opposite.

It is another one of the things they complained was
‘lavish spending’, however good it might be for so
many who have benefitted from the creation of the
berths.

The marina provided berthing for experienced
hands who wanted to have a place to berth their
vessel as well as a number of Gibraltarians that
had not previously own vessels but aspired to own
one too.

Unfortunately, some individuals no longer want the
vessels but are unable to sell these are the next
prospective purchaser is unable to confirm
whether they will be eligible for a berth making the
market extremely limited.

We are also aware that a number of berth holders
would wish to acquire their berth just like car
owners want to acquire a garage.
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With this in mind the Government will now move to
sell the berths to those who may be interested.

The sale price for the larger berths will be £40,000.
The smaller berths will sell for £ 32,000.
That price will hold until the 315t March next year.

Each year, on the 15t of April until further notice,
the sale price for berths from government will
increase by 10%.

Once acquired, the berths will be freely
transferrable but only to Gibraltar residents
approved in writing by the Captain of the Port in
his discretion.

Renting of berths will also only be permitted if
previously approved in writing by the Captain of
the Port in his discretion and each rental will
require specific approval.

The right for onward sale by an individual will,
however, be at an open market price.

Given that berths and boats are not necessities
but luxuries, these transactions will be subject to
stamp duty at the rate of 5%.

Berthing fees will still be payable, as these are in
the nature of a service charge payment to the
management committee of the marina and they go
to the maintenance of it.
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1264.

Mr Speaker, the total revenue from the sales of the
berths, if all were to be sold, would amount to more
than £25,500,00.00 which is close to the
development costs of the Small Boats Marina.

Additionally, the Government also retains the huge
asset which is the outer Super Yacht Marina which
has brought so much business already to Gibraltar
and which we are looking to develop further.



CONCLUDING REMARKS
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Mr Speaker, those are the measures | announce
today.

That is the Budget that we propose for Gibraltar.
No tax rises — although that has not been easy.
Maintaining the absence of tax on pensions.
Modest tax allowances.

Duties on polluting fuels and on income generation
measures from luxuries not from necessities.

A carefully calibrated package of measures
designed to protect the income of working people.

Giving only to those that need it the most.

Taking more only from those that can afford it the
most.

Working to refund our coffers to continue to fund
the lifestyle we all want to see for our children.

My colleagues will later take the House through
how each of their departments will address their
own revenue and spending commitments to
deliver against the Estimates now formally before
the House.

GRATITUDE
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It is traditional that | would now thank all Ministers
and public servants for their work in the run up to
this debate.

It has become almost formulaic to do so.
But it cannot be formulaic.

These past 24 months have shown everyone in
our community that, without our public sector, we
would not have been able to deal with the COVID
Pandemic as we did.

So, there is nothing formulaic about the gratitude |
express to all my ministers for their work alongside
me, and the Deputy Chief Minister in particular, in
these extraordinary times.

| include for thanks, of course, the Honourable Mr
Gilbert Licudi QC, who was a Minister at the worst
of times and was also a feature of our daily 4pm
press conferences.

Now that he is not a Minister, he can reflect on the
excellent work he has delivered for Gibraltar.

His record includes the small boat marina, the
University and a number of new schools.

That alone would be a magnificent record for a
whole government.

He should rightly be proud of what he has
achieved as a Minister.

As should Neil Costa, who has left the
Government since the last Budget and carries the
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moniker of ‘hyper achiever’ for his efforts in my first
to Cabinets.

It is a pleasure to now see the Hon Vijay Daryanani
about to deliver his first, of | hope many, Budget
addresses.

Mr Speaker, in the Government we have all really
been a Cabinet team that has been in the trenches
together.

From Brexit to Covid.

And we have built a bond of trust and friendship
between us a result.

My sincere thanks to all of my Ministerial team.

My equally sincere thanks to all the senior officials
who work closely with me or with my Ministers.

Each of Michael Llamas, the Attorney General,
Albert Mena, the Financial Secretary and Hector
Montado, the Chief Technical Officer.

Thank you for your unwavering commitment and
dedication.

Gibraltar could not exist as a successful economy
without your hard work.

Sincere thanks also to Chief Secretary, Darren
Grech and his team, especially Richard Montado
and Michael Crome.

These were the worst of times.
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You were all the best colleagues, friends and
professional support.

And the most sincere appreciation to all of you not
just from me, to Ministers and senior officials.

This year | want to express the gratitude and
thanks of the people of Gibraltar to you all for your
‘beyond the call of duty’ approach at these hugely
difficult times.

| know, that it is not over yet and | will have to call
on you to go ‘above and beyond’ for a little while
longer yet.

| know also that you will be there and that you will
never let your beloved Gibraltar down.

THE PARLIAMENT: CLERK & STAFF

1303.

1304.

1305.

Mr Speaker | want to take this opportunity on my
behalf and on behalf of all members of the
Government, and | am sure all members of the
House to thank you, the Clerk and all members of
your staff for your assistance this year in the
discharge of my functions as Leader of the House
during the course of the past two years since the
General Election and indeed during the course of
the pandemic and my need to report back to
Parliament on both Brexit and Covid.

Thank you for your very kind support throughout.

| specifically want to single out for gratitude the
Clerk of the House who has carried the
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responsibility for two referenda and two General
Elections and one or two European Elections.

Mr Martinez has indicated his intention to retire,
and in that tug of war, | have been unable to carry
more sway than Mrs Martinez.

| therefore ask the whole house to join me now in
reflecting our thanks to him in this, his last State of
the Nation debate.

[BANGING ON DESKS].

OTHER DEPARTMENTS

1308.

13009.
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Mr Speaker, | carry political responsibility for other
departments which | have not gone through today
in the course of my speech because the political
moment in which we find ourselves has required a
deeper analysis of some aspects of the economics
of Gibraltar in this time in our history.

| do not want to keep the House for longer than |
have to but it is also unfair for me not to report on
the excellent work which is being done in
Customs, CSRO, in Industrial Relations and
Public Sector HR and in the BCA.

| will therefore lay on the table a report, with your
leave, as | did at the last Budget, on the functioning
of those departments.

THE MINISTRY FOR FINANCE & THE TREASURY
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Mr Speaker, beyond the Financial Secretary,
behind these two Estimates Books, the
Supplementary Appropriation Bills which we will
deal with later in this session, the full year
checking and cross checking and the planning for
this debate, is a team of people who kept working
at the most difficult of times and who kept smiling
despite the many drafts, redrafts and the very
many changes that ‘the Book’ goes through from
inception to printing.

Thank you to Ernest Tomsett, Susie Gonzalez,
Bethany Gomez and Alison Cruz as well as many
others in the team who make it possible for us to
account with such absolute and complete
transparency and clarity to this House and to
taxpayers generally.

All that is right about this Book is down to their skill
and diligence as they professionally ensure that
we report accurately to The People.

| also extend my thanks to all in the team at the
Ministry of Finance and Her Majesty’s Treasury.

| once again thank them all on behalf of Gibraltar
for their precise and careful work throughout the
year.

In the Ministry of Finance and in the Treasury, the
Budget is not a one day debate, it is a 365 day a
year exercise.



THE PRESS OFFICE
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| must also, of course, Mr Speaker, thank the
Press Office at No6 led by Clive Golt.

These past 24 months we have pushed ourselves
to the limit in order to ensure that the public had as
much information as possible about the pandemic.

This has meant an incredible effort, above and
beyond the call of duty.

THE STAFF OF No6
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Additionally, Mr Speaker, my sincere gratitude,
like never before to my personal team at No6, so
ably and professionally led by the tandem of Peter
Canessa and Denise Ghio and the Parliament
team led by Gareth Ochello and Philip Borge.

This year they have worked more than ever.
To boot, they have not even claimed overtime
when doing so at the height of the COVID

pandemic.

This team is the rocket fuel that propels me
forward at the worst of times.

They always keep me smiling.

And they always look great when the cameras are
rolling.

| thank you all from the bottom of my heart.
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| thank you all on behalf of The People of Gibraltar.

This year we are saying a fond and sad farewell to
Joyce Diaz, who will be retiring against all our
wishes.

We will also be saying farewell to Georgina White
who will be leaving on maternity leave.

We wish her all the very best at this very happy
time and in the age old Gibraltarian way, we wish
her also ‘una horita corta.’

She will be replaced by our younger Georgina De
Bono, who will make up the team with Susan
Martinez and Javi Redondo.

We have also said a very fond hello to Saide
Haverland and to a whole new team of Close
Protection Officers, Anthony, David and Stuart.

Mr Speaker, for the first time since | have been
Chief Minister, the protection team is younger than
me...

| thought someone might be sending me a
message...

But then | worked out that they are younger than
all of the putative contenders on that side too,
even, if | may say so with respect, the Honourable
Lady!



A DECADE IN OFFICE
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In fact, Mr Speaker, in the last ten years, | have
gone from sitting there and being called unfit to
govern, to delivering ten Budget speeches from
here and presiding over greater economic growth
than those who had impugned my ability a decade
ago.

The journey has, of course, been bitter sweet.

In that time | have been lucky enough to become
a husband and a father.

But | have also become an orphan.
Such is life, Mr Speaker.

And last week, Justine and | celebrated our first
ten years of Marriage.

We had married on a Saturday after a Budget.

This year, we celebrated our first decade together
with a week to go before a Budget.

| promised her yesterday not to ever organise
another Budget debate the day after her birthday!

| also thank her from the bottom of my heart and
from the depth of my love for her for putting up with
it all.

Ten vyears, three lovely children and three
elections and two referenda won together.

Not a bad record!
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But now, Mr Speaker, there is no question that
there are hard times ahead for all of us in this
community.

But they will only be hard in the context of the very
good times we have just seen screech to a
pandemic halt.

What we are calling hard, previous generations
would have called ‘a walk in the park’.

They had so little, but they made so much of it.
And they showed us a better way.
That is the Gibraltarian way.

And if this is our moment of hardship, let us give
thanks that this is as bad as it gets.

Because we have built a Gibraltar that is
economically resilient for moments such as this.

Reserves in Community Care.

Reserves in the Savings Bank.

But we have to understand what has happened.
We have had to pull the handbrake.

We are on a new journey as a people.
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But one that happily does not require the
hardships of evacuation.

And as we move forward, we will spend on things
that matter.

But we will save on things that do not.

Because we chose to balance the books in this
generation - not because it is easy, but because

it is just.

Because we will ensure that we carry the burden
of paying for the problems of our generation — like
Covid — and the follies — like Brexit — and not
transmit the burden to our children’s generations.

We have invested millions already and will invest
more on the right projects for our people.

We make no apology for investing in our people.

And now we must rebuild our public finances like
we have built new schools.

We must deliver a renewal and a regeneration to
return to sustainable growth.

Sustainable growth.
That is the key.

Because we are not the same Gibraltar that went
into the pandemic.

We have already lost 94 of our people to it.
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They will NEVER be forgotten.
| will forever carry the loss of them with me.
But, Mr Speaker, that past is written.

And we are now left to write the future for our
children.

And that is what this Budget does, Mr Speaker.
It starts to write a brighter future for our people.

A future that shimmers clearer in the sunlight of
the times to come.

Because "[t]he real divide [in politics today] is not
between left and right. It's between ambition and
no ambition.”

That's why | know we have done the right things
these past 24 months.

Because we have invested in the ambitions of our
people.

As we have done every day of the past almost ten
years in government.

As we do and will continue to do every day.
We have invested in the things that matter.
We have invested in the services that matters.

And we have delivered to the people that matter.

2 Mariana Mazacutto
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We have delivered for the people who work hard
every day.

Or for those whose days are so hard that they
cannot even work.

And in the past 24 months, we have even
delivered the basic wage to many to protect
working people from the economic consequences
of the ravages of the pandemic.

That has been the aim of every one of our budgets.
To deliver for working people.

To deliver real social justice.

To ensure that those who can, are free and able
to do what they wish, when they wish.

And that those that cannot are properly provided
for.

Ambition for our people.

Aspiration for our people.

Achievement for our people.

Those are the three ‘A’ to which we aspire.

That is what we believe that this Budget will once
again put us on the road to delivering.

And that is what we stand for in this Parliament
today.



1403. And THAT is the politics of this Government.

1404. Mr Speaker, that is why

| UNHESITATINGLY COMMEND THE BILL TO
THE HOUSE.

Adjournment.
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