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[10:58]

Senator B.E. Shenton (Chairman):

Good morning. We said to the official media tha¢yt could take some pan shots
before the meeting starts but we do not want argtqgnaphy or recording taken
while the hearing is underway. So if you have bgections to the official media
taking some shots, because we will ... only a et sefore the meeting but nothing
during the meeting.

The Chief Executive:
| have no objection, no.

Senator B.E. Shenton:

Okay, that is fine. While we are doing that | wilist get through the boring part

which is where | have to notify you that the pratiags of the panel are covered by
parliamentary privilege through Article 34 of th&ates of Jersey Law 2005 and the
States of Jersey (Powers, Privileges and Immuhi¢igsrutiny Panels, P.A.C. (Public

Accounts Committee) P.P.C. (Privileges and Proagiu€ommittee)) (Jersey)



Regulations 2006. Witnesses are protected fronmgbsued or prosecuted for
anything said during hearings unless they say dungethey know is untrue. This

protection is given to witnesses to ensure that tdam speak freely and openly to the
panel when giving evidence without fear of legaliat or although the immunity

should obviously not be abused by making unsubstadt statements about third
parties who have no right of reply. The panel wlolite you to bear this in mind

when answering questions. If we could just go adoilne table, if you could just give

your name and title just to make sure we havelgosbund recordings level.

[11:00]

The Chief Executive:
Good morning, | am Chief Executive to the Chief Miar and Council of Minsters.

Deputy Treasurer of the States:
Good morning, Deputy Treasurer of the States.

Head of Financial Accounting and Control.
| am Head of Financial Accounting and Control.

Mr. M. Magee:
| am Martin Magee, independent member.

Senator J.L. Perchard:
Senator Jim Perchard, member of the Public AccoQlotamittee.

Senator A. Breckon:
Senator Alan Breckon, member of the Public Acco@ammittee.

Connétable J.M. Refault of St. Peter:
Constable John Refault, the Vice-Chairman of thieliBAccounts Committee:

Senator B.E. Shenton:
Senator Ben Shenton, Chairman of the Public AccoGoimmittee.

Ms. M. Pardoe (Scrutiny Officer):
Mel Pardoe, Scrutiny Officer.

Mr. A. Fearn:
Alexander Fearn, independent member, Public AcaoGonimmittee.

Mr. K. Keen:
Kevin Keen, independent member.

Mr. C. Swinson (Comptroller and Auditor General):
Chris Swinson, Comptroller and Auditor General.

Senator B.E. Shenton:
Okay, we will just wait for the people taking thieqtography to finish doing.



The Connétable of St. Peter:
They are not taking pictures of the public gallery?

Senator B.E. Shenton:
No, they are not. No.

The Chief Executive:
Do you mind if | remove my jacket?

Senator B.E. Shenton:

No, you may remove your jacket. It is rather wamnhmere, is it not? Thank you for
attending this morning. The main reason is to ewvihe financial report and
accounts of the States of Jersey 2009. You wereiged with a number of question
areas where we were looking to ask questions. d?dnte reason for this was so that
you could become more fully prepared and we coaetdwpre out of the hearing. Just
to start off with a fairly straightforward questiorThe financial forecast 2005-2010
gave a forecast net revenue expenditure of £478mfor 2009. Now, obviously the
actual net revenue expenditure in 2009 was welt 6460 million above this. Could
you briefly give a synopsis given that you haverbieethe post for a number of years,
why the revenue of the States of Jersey has ireddag so much over such a relative
short period of time against forecast?

Deputy Treasurer of the States:
Sorry, Senator, can we just clear what numbersreveedierring to, if you are referring
to some in the accounts?

Senator B.E. Shenton:

The 2009 forecast total States net revenue expeadif £517.079 million which is
taken from the States Business Plan 2006-2010,hwihwould be very surprised if
you have brought with you. But obviously you kntve 2009 accounts net revenue
expenditure figure.

The Chief Executive:

The major reason for ... as you say | have notdirbthat particular document with
me, but we have been very clear because we wenthetcomprehensive spending
review process that the past trends in expendrawe always been that the forecast
produced years before of the actual outturn spegndas significantly understated the
final approved and then the final actual spending.

Senator B.E. Shenton:
Why do you think it has consistently understatedlfapproved and actual spending?

The Chief Executive:

There are two main reasons. The plans when madie@@sented to the States for
subsequent years were increased for two main reasoftation does not always

follow plan and there is some element or therelies some significant element of
inflation creep particularly around the level ofypawards when they have finally

been settled and in some other areas. The magsomeis that the plans looking
forward for years do not take account of the denighat the States tend to make in
the year before firmly finally agreeing the plandathere have been significant



increases in expenditure decided by the Statesoregear when the Business Plan
has come before them.

Senator B.E. Shenton:

When | was coming to this meeting | was thinking ledw do | pin the Chief
Executive down to his responsibilities because ftenochave P.A.C. hearings where
the ultimate person that is responsible for therspend and so on is the States
Assembly itself because the States Assembly apgdrbigher budgets going forward
than was originally envisaged. Going way back @aryrole profile when you were
employed it says: “As Chair and through the Corfmofdanagement Board ensure
that the strategies, policies and decisions ofabencil of Ministers are implemented
and the government business, public services anoh@lts decisions are discharged
and delivered across the States effectively andciefitly taking into account
available resources.” Now, going forward the kegras there are “taking into
account available resources”. Does this mean ythat job is to deliver business
plans going forward that are within the budgettsethe revenue that the Island will
receive? Is that saying that your role is to tum $tates in a manner where there will
be no actual fiscal gaps going forward, or budaggisggoing forward?

The Chief Executive:

| do not believe that is the case. Can | takeatt®@wver to this in two parts? Within
the available resources if you place that with ¢bntext of the States of Jersey Law,
the Public Finances (Jersey) Law, the availableurees are those resources which
are determined by the States to be available atiarey Those will be the resources
determined in the Business Plan in the Statespreatous to the start of the Business
Plan, with any additions to that being approved thg States by section 118
approvals, or in the year additions to that appddve the Treasury Minister and the
Council of Ministers through underspends in thevignes year brought forward.
Those | believe are the available resources angkthoe particularly what accounting
officers are required to deliver within and | bebethat it what that section of the job
description refers to. Going forward you will beaae that the Business Plan that is
put before the States proposes a change to thehgagtates sets it forward budgets,
which is to set a 3 year cash limit and then, asafais possible, because the States
will always retain to itself the discretion to rew those cash limits, but then as far as
possible the States departments and accountingecgfimust live within those 3 year
cash limits. That is why cash limits as they am@ppsed include the provisions that
would otherwise have been in previous years brofghtard through section 118
requests.

Senator B.E. Shenton:

So your job you see is to spend the money thatlogaded to you by the States
effectively and efficiently, to quote from the eoprofile. Would you say that over
the past 5 years that the spending of the Statebd®n effective and efficient?

The Chief Executive:

My job as accounting officer of the Chief MinisterDepartment is to provide the
functions of the Chief Minister’'s Department withime cash limit which is allocated
to the Chief Minister’s Department. It is not nesarily to spend all those resources;
it is to spend them as efficiently and effectively possible in discharging those



functions. | believe we have done so in the CMefister's Department over the last
five years.

Senator B.E. Shenton:
So effectively in your opinion is charged with caling overall spending of the
States of Jersey?

The Chief Executive:

That is an extremely good question. | think yownleave to come back to the
different laws and the interaction of those lawd?e job description you have for me
was put together in 2002 on the back of P.120 ket States had enacted the States
of Jersey Law and the Public Finances (Jersey) lawd, there were some very
specific changes made as those laws were enacteth whdermined the ability of
either the Chief Executive or the Council of Mieist to control or to be accountable
for total spending in those terms. Under the StateJersey Law the removal of
collective responsibility from the Council of Mingss effectively made each Minister
as a corporation independently responsible forrthein political functions. The
Public Finances (Jersey) Law, with the creation agtounting officers, each
accounting officer being solely and personally oesible for the proper and effective
control and spending of the resources within thash limit denied the ability of any
one individual or any one body to have total odecahtrol unless that body is the
States.

Senator B.E. Shenton:

You use the word “undermined”, you are implyingtthiae way we have set up
ministerial government has led to no one, in effeeing in overall responsibility of
total States spending. We passed to you a papertttta Comptroller and Auditor
General prepared for the meeting. If members efghblic want a copy of these
papers afterwards | am sure we can circulate thémyou turn to page 6 what it
shows is that the net revenue expenditure per bepdpulation has accelerated quite
markedly since ministerial government came on hoaithe first Business Plan
prepared by ministerial government would have biben2007 Business Plan. We
now have a situation where the net revenue expaedier head of population is 25
per cent more than the net revenue expenditurdigesl of population of Guernsey.
Given that we are a larger jurisdiction and you ldaxpect economies of scale from
a larger jurisdiction, it does seem that spendsgatting a little bit out of control.
Are you saying that we need to look at ministeg@ernment and look at the checks
and balances in place and look at the lack of ctile responsibility in other issues as
a matter of urgency?

The Chief Executive:

No, I am not saying that. | used the words “undeenthe ability” on the basis that if
you were seeking the ability of anyone individuahay one group of individuals then
those 2 laws have undermined that. | am not matkiagjudgment because it was the
States that decided that was how they wished thedde stated and that is the States
prerogative. | do not think | am here today togedvhether the States in making that
decision made a correct decision or otherwise, ih&r them. You will be aware
that the proposals that ... | do accept that | hagen advising the Council of
Ministers on the comprehensive spending review @mdhe structure of spending
going forward and the intent that there should lm@entontrol, and highlighting the



point that in the past the plans have, year on, yearsistently increased by decisions,
and proper decisions of the States. | am not teesay whether the States make good
or bad decisions, the States decide here is a ey, review it, they decide to
increase it, that is the States decision.

Senator J.L. Perchard:
Would it be helpful though if the Treasurer of tB&ates of Jersey could be held
accountable for the overall spending of the Statebnot just that of his department?

The Chief Executive:

| think you are asking me for an opinion here amebuld pass it back to you because
at the end of the day it is a matter for the Staiedecide what sort of body they wish
the States and the States organisation to be.

Senator J.L. Perchard:
We know that.

The Chief Executive:

The important point to make, though, is that if tBeéates wishes the States
organisation to be a corporate body run along morenal corporate lines where you
would have a management board and a chief exectiige would have those
responsibilities and those accountabilities thebedield to those accounts, then you
would have the Treasurer in a more normal role cdrporate treasurer. If that is the
decision then really you should change the strectur

Senator J.L. Perchard:

| will rephrase my question. Would it be helpfaldontrol expenditure in the total if
the Treasurer was held accountable for the totaémditure for the States and rather
than that of just his own department?

The Chief Executive:

| think - again, | am not trying to duck an issugis important that when you look at
the control which is exercised by officers over thedgets that are within their
responsibility, that control is exercised propexhd the cash limits that have been set
for those officers are not exceeded, indeed theyusually underspent in order to
allow money to be brought forward, effectively saéwwg for other purposes. | regard
that as good management of the States financegha®as taking place, | think in a
different corporate organisation you would have blward having more ability to
move resources as pressures occurred within aty eather than be confined by the
preset cash limits. In that world you would be estphg the board, the Treasurer and
the Chief Executive to have those responsibiliéied to be held to that account, to be
accountable for it.

[11:15]

Senator B.E. Shenton:

But you say the individual accounting officers hedd accountable but in some ways
you facilitate the fact that they can overspenfiwd take the Home Affairs budget,
for example, Home Affairs managed to spend exauwthat their budget was.



Obviously this implies that they did overspend dwadl allocations from elsewhere.
On that basis, how much did Home Affairs overspend?

Deputy Treasurer of the States:

The Home Affairs Department, along with every otldgpartment of the States,
regularly forecasts their financial position foetend of the year and the monitoring
of what in-year spend is incurred and what thelyikgessures facing each delivery
service area in each department is likely to behasyear progresses. The Home
Affairs Department is no different to any other ddment, they did exactly that.
That monitoring goes on and is presented to then€ibof Ministers on a quarterly
basis so that the Council of Ministers can view$&tes financial position as a whole
so that there is an awareness of the issues thedt malividual minister and
department faces. When doing that in 2009 the €bahMinisters was made aware
of the Home Affairs financial position in respedt the court and case costs and
pressures that Home Affairs were facing, and Honf&i® was challenged to
minimise their expenditure as much as possible.thatsame time the Council of
Ministers agreed that a transfer would be mad&domore than absolutely necessary
for the Home Affairs Department in terms of thergphéhey incurred. The Council of
Ministers decided that they would transfer that amcand that amount only to the
department. That is why it appears that the sjpergactly the same.

Senator B.E. Shenton:
So what was the actual overspend on Home Affairs?

The Chief Executive:

Again, if | can just say, | think the use of therd/doverspend” is really not a helpful
description because there has not been an oversp¢maie Affairs spent within the
cash limit approved by the States.

Senator B.E. Shenton:
To the penny. They spent to the penny the cashdipproved by the States.

The Chief Executive:

No, no. The 118 request provided an overall sgendhe additional costs for the
historic child abuse inquiry in particular, and tthaas then allocated across
departments but only allocated to the extent thatemditure had occurred, not
necessarily to the total forecast. So the posrnimaking is if the States approves a
sum of money then it is an officer's duty not tocead that sum of money and
therefore if the sum of money is increased by ttaeS in my terms, in management
terms, that does not imply an overspend. It wdaddan overspend had we spent, in
addition to the sum that was approved.

Mr. M. Magee:

| guess the question is really, compared to whatthought it was going to be what
was the extra amount that was pumped into the Haffars Department? | think
that is what Ben’s question was.

Mr. A. Fearn:
Particularly bearing in mind, as you said, theres\@acontinued process of review
with the spending as you just outlined there, Dgdueasurer.



Deputy Treasurer of the States:
| think the number you are referring to is £1.3@lion. | am just trying to see if | can
find the relevant pages in the accounts.

The Chief Executive:
2009 Business Plan for Home Affairs was £45.58Tionil the final approved budget
was £49.49 million. That is the figure that Homiaks spent.

Deputy Treasurer of the States:

The additional funding that any department recetuesng the year can be found on
the departmental pages. Home Affairs in partigulfalyou go to page 39 of the

annexe to the accounts, you will see there is dl saide on the right hand side, that
details any additional funding that was approvedllmcated to the department during
the year.

Senator B.E. Shenton:

So this is where the Council of Ministers at thd ehthe year sit around the table and
go Minister by Minister and say who has got somaaspnoney to help bail out Home
Affairs, is that ...?

Deputy Treasurer of the States:

No, if | have given that impression | do apologisEhat is not really how it works.
This list in this table goes from the original betithat members will recognise from
the Business Plan through to the final budget thambers will recognise from the
accounts. It is that final budget that the outtisrmeasured against. So in terms of
any changes from the original Business Plan, tiheylacumented in that schedule. It
may be worth just remembering that in terms oftifméng, the original Business Plan
is prepared in the preceding summer for debateepte®nber, so there are necessarily
sometimes changes that take place after that BasiRlan has been set by the time
you get to the year in question.

Senator B.E. Shenton:
So when was the additional net amount of £3,903bf&Bered for Home Affairs?

Deputy Treasurer of the States:

Each individual line on that table will be subj¢atseparate decisions. They will all
either have been decisions of the States or putihésterial decisions, depending on
what the nature of the issue was.

Senator B.E. Shenton:
So the budget was increased, in some cases, bgtarial decision, is that what you
are saying?

Deputy Treasurer of the States:
The overall budget cannot be increased by minatedecision, it can only be
transferred from one area to another.

Senator J.L. Perchard:



Quite important really, we have got nearly £4 naillihere identified, just under, how
much of that was subject to 118 approval?

Deputy Treasurer of the States:

Senator, off the top of my head | would not knowttbut some of them are rather
more obvious than others so there is the H.C.AHstéric Child Abuse Enquiry)
funding, which has got a P.83 reference. So thedrly was subject to a States
decision. | could answer that question, or comeklia you, and give you a break
down of that.

Senator J.L. Perchard:
The court and case costs?

Deputy Treasurer of the States:
The court and case costs would have been --

Senator J.L. Perchard:
So that is the bulk of it, is it not? Yes.

Deputy Treasurer of the States:
Yes, but | really would want to ... to answer thaestion completely | would want to
come back to you.

The Chief Executive:

But | think the point is you have the 3, which @ah® main items of additional
decisions which is historic child abuse, Wiltsh@enstabulary investigation and the
court and case costs. Together you have got £dlidmthere. Those were the main
items that were subject to external States dedsion

Senator J.L. Perchard:
Yes, but then you have also got the pay award saljewhich is nearly £500,000.

The Chief Executive:
If you remember that was a States decision as well.

Senator J.L. Perchard:
But that puts it back in credit.

The Chief Executive:

Yes, exactly. So if you go through where wereSketes taking decisions, on those 3
main lines, the pay award reversal, which if yomeenber was the subject of debate
in the States in that June when the lower awardsgas Then the other items there
are technical adjustments between Departmentsthaydare technical adjustments as
opposed to reallocating: “I have some underspeade fit.” | am sure the Deputy
Treasurer could explain those but they are monay fone department for the same
thing which is transferred into that other deparitisebudget.

Mr. M. Magee:
| guess to answer the question what we are realing is it was £45 million, £4
million was in effect voted by the politicians se \get £49 million.



The Chief Executive:
That is right and that is where it all comes froifhat was the point | was trying to
make.

Deputy Treasurer of the States:

Just to be clear, we do not have that detailedkidi@an in front of us of exactly what
was voted by the States and what was done thraagkféers and so on. For clarity |
think it would be helpful ...

Senator B.E. Shenton:

| think the way it is done you have spent exactiybodget but we recently had a 118
request come to the States and, to be honest wiih you had already spent the
money, the money had already been spent as thesStasembly ... well, part of it
you had already spent the money, not the £6 milliedundancy payments but
certainly on court and case costs. The moneydrgely already been spent. It was a
case ... | find it difficult that the accountingfioérs and the chief civil servants seem
to put the blame on the States to a large extepteds often with the States we are in
a situation where we have to pass the 118 reqeestise the money has already been
spent.

Deputy Treasurer of the States:

| certainly | hope I did not say anything that segig@d that | was blaming the States in
any way or form. | hope what we are trying to ceys just the nature of how that
figure for Home Affairs, in particular, has movearh the £45 million to the £49
million.

The Chief Executive:

| was just going to respond to the 118, which istoalo with these accounts but you
did refer to it. The item that, if you like, wagpee-commitment was that expenditure
had been committed against the court and casemairoffences compensation fund
funding and that funding had then not materialibedause there was a significant
appeal in court. That was the reason that thatwldsS put to the States. All of the
other items within that were frankly discretion@gms. There was a good case made
for those items of discretionary spend, i.e. a neldmcy fund to encourage people to
commit to redundancy and reduce future States spgndut they were discretionary
and had not been committed. So this was not aaasemebody over-committing a
budget, it was that a source of funding for presiexpenditure had disappeared as a
result of an appeal case.

Senator B.E. Shenton:

Well, moving from a department that managed to dperactly the right amount of
money, Treasury and Resources Department has peaérnsy quite a considerable
amount, £55.7 million compared to an original budgfeE61 million. Why was there
an underspend in Treasury and Resources?

Deputy Treasurer of the States:

That is probably for me. If | can just find my eet | think as you have just said,
Senator, the underspend was approximately £1.3iomilbn the Treasury and
Resources Department.

10



Senator B.E. Shenton:
No, it was £61 million against £55.7 million.

Mr. M. Magee:
If you look at page 6, it has got the ... | thibksiat the bottom.

Deputy Treasurer of the States:

If we could look at the annexe on page 79 of thewawts, you will see 2 ... if | can
just take you to the bottom of the page, the las bn there is repayments and
interest capital debt. This is the capital sengcthat is earmarked to the Treasury
and Resources Department which in effect is thévatgnt to depreciation as charged
on all States assets. It is non-cash. So itesetho reflect the consumption of the
States assets on a year by year basis, equivaledegreciation in the G.A.A.P.
(Generally Accepted Accounting Principles) set adaunts. So it shows against the
Treasury and Resources line; it shows there fovemence. It is not cash based; it
does not reflect any level of cash expenditure. tt#d is a significant part of the
underspend.

Senator B.E. Shenton:
So why the difference between actual and final @ygul budget?

Deputy Treasurer of the States:
It is a combination of things. A lower level oixéid assets than was originally
envisaged. Forgive me, | cannot think of the ...

Senator B.E. Shenton:
Why did you not adjust the final approved budget?

[11:30]

Deputy Treasurer of the States:
Why did we adjust the final ...?

Senator B.E. Shenton:
No, given that it looked like it was going to conmewell under, why did you not
make adjustments to the final approved budgetratgmoint?

Deputy Treasurer of the States:
For the capital servicing?

Senator B.E. Shenton:
Yes.

Deputy Treasurer of the States:

It is not something we would do because it is nohay that gets spent in any way.
There is no approval to physically spend that c&Simply because we were going to
underspend we would not change the final approweidét.

Mr. A. Fearn:

11



If I may, just for my benefit, you have explainedpeocess whereby if there is a
department that is going into overspend compardtidariginal estimate then there
is a process by which it will go to the States apgly for additional funding. Is there
a similar process if a department is underspendiRgPhaps you can explain to me
how that process works and whether, from an overtit of view, if you are saying
the States are being non-efficient then | wouldeexpo see an equivalent process that
allows the States to be informed where there igrafeant underspend.

Deputy Treasurer of the States:

Probably a good example of that is one of the pstijpoms that went before the States
last year which included the removal of pay awandding from departmental cash
limits. The proposition put to the States was #dyabat. There was a combination
of issues in that proposition and the removal ofding for payroll across every
department was included in that in exactly the Wy you are describing. We would
not do that for capital servicing because thermisash ... there is no approval to deal
with the cash so it would be a different scenario.

Mr. A. Fearn:

Yes, understood but where there is an actual reahent of cash underspend, as
opposed to this capital item that we are talkinguathere, for my benefit can you
explain how that would ... the process?

Deputy Treasurer of the States:

Again, it would be reported to and monitored by @©euncil of Ministers and the
Management Board on an ongoing basis. There awender of options. One option
is that the department underspends at the end eofyéfar, which some of the
departments have as you will see from the accoulstgther option is that with cost
pressures that arise during the year, the Coumdfinisters can consider whether it
is appropriate to transfer funds to another depamtmand again they can consider
whether it is appropriate to take that money béwhkigh a proposition to the States
as they did for the pay award issue. So theréhase 3 options available.

Senator J.L. Perchard:

How does that work on a practical basis? The CibwicMinisters can consider
transferring funds when you have no colleague ihattimately responsible for the
overall budgets of the States?

Deputy Treasurer of the States:
The only way that a transfer can take place is wighapproval and agreement of both
Ministers.

Senator J.L. Perchard:
So they sit in their coffee room and have a chauali?

Deputy Treasurer of the States:

| would not describe it quite like that, no. Theyl be advised and informed by their
accounting officers and other colleagues and olslyothey will take a view on
whether their responsibility or objectives of théapartment can still be met through
that transfer.

12



Senator J.L. Perchard:

It is not really a very good process, is it? Soawsbsitting around having a chat
about how we can solve this problem. It is noegey\efficient or centralised process.
This silo mentality with regards to states expamditand accountability still exists,
ministerial government has not broken that down.

The Chief Executive:

Maybe | can describe the process perhaps a litied) and it has to be said that that
is a process which is being improved and is onthefprocesses with the Treasury
improvement programme which is being given more leasjs and more weight.
Historically there would be a quarterly report gnet®d to the Council of Ministers
from the Treasurer which would be a compilationtted forecasts from the various
departments taking account of known pressures,lylikenderspending, likely
overspending and it would be brought together dad teport would identify areas
where there is a danger that a cash limit may loemupressure and the Council would
be asked to consider allocating underspends froneroareas to meet that, if
appropriate, or in total if they were going to gach to the States. Before going back
to the States we would look at the forecast le¥elnolerspend in order to make that a
realistic proposition. That is the process. [ppened --

Senator J.L. Perchard:
Who drives that? Is that you?

The Chief Executive:

Treasury used to present those quarterly reports lbehairing the Corporate
Management Board, would then take that on to thanCib of Ministers, which |
think is appropriate. The point is that the mamaget board, however, have no
ability to make any of those transfers, it goeths Council of Ministers and transfers
are made by formal ministerial decision. As | s#lye part of the Treasury
improvement plan is to move that to a point whem lvave monthly monitoring
reports of that nature and that the Treasury pdagsore intrusive role in that process
so that there is more knowledge and understanditigrwthe Treasury and between
the Treasurer and the finance directors. So tleeeetrue professional structure in
place. That is a very important improvement. inkhf we moved to the setting of 3-
year cash limits and fixing them, and determiniingt is where you are so you do not
go back and get more approvals you will have a mogtroved corporate, in that
corporate sense, control function that you woulpeex to see in any organisation.

Senator J.L. Perchard:
Are you proposing to the Chief Minister some legfisle changes that will support
this new intrusive initiative?

The Chief Executive:

This is a professional piece of management, a gsadaal piece of financial
management and it is just taking place. It is lesopy with the support of the
Council of Ministers but with the support of alletaccounting officers and finance
directors. You do not need legislation for thatou might if you were - and this
would be a States decision - wishing to go to desysof 3-year fixed cash limits
where there is no opportunity to amend the subsgquar as you go to it you would
need a legislative change and you would need tageh¢he Public Finances (Jersey)
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Law. But I think this is a matter where the Statemild clearly have a view as to
whether they would allow their prerogative in teahse to be vetted.

Mr. K. Keen:

Chief Executive, | think we know that we have gkély additional taxes having to be
paid by the public in 2011 onwards. It seems totha¢ the main reason for that is
that the States have overspent their strategicfpdam 2006-2011. We have got little
tables.

The Chief Executive:
| think | have a better graph here.

Mr. K. Keen:

Yes, probably. In the case of our healthy eatimgj @l that we have a professional in
Dr. Geller(?) who was qualified to give the Islaadiice about our eating habits or
our exercise habits, and it seems to me that tisenebody that is prepared to give
professional advice, independent advice, non-galitadvice about our spending
habits. That to me, | would have thought, wouldenbeen the Treasurer’s job to say:
“If you carry on spending like this you threater conomic base of the Island, the
low tax structure of the Island if we just carry ke this.” | just wondered what
your view of the role of the Treasurer is, or yawn role, about giving the Island
some good advice about that rather than it beiri¢jqad.

The Chief Executive:

You have also missed another body. If you will eember the Minister for Treasury
and Resources went to the States and with thesStgigroval set up a Fiscal Policy
Panel (FPP) of 3 independent experts. This wad bafbre the U.K. (United
Kingdom) decided to do something like this, as tmegently have, and those 3
independent experts meet and they publish thearteyhich is presented to all States
Members and it offers exactly that advice so thathave that independent - because
independent is important here - advice. They bélpublishing their next report in
early September, States Members and others atedna receive that report, and that
is a summary of that assessment.

Mr. K. Keen:
Right, so the answer then is we have had the adwiteve have pretty much ignored
it by the sound of it.

The Chief Executive:
The Fiscal Policy Panel and officers and officiatter lots of advice. Decisions are
made by States Members.

Senator B.E. Shenton:
Yes, we quoted quite a bit from the panel’s lapbrein our last P.A.C. proposition
which, unfortunately, was rejected.

The Chief Executive:

| think it is worth saying, as | say, we have thep. There is the graph, we made no
secret of it, of how spending was growing when wa@klback at it. Helpfully the C.
and A.G. (Comptroller and Auditor General) took thew that that is the genesis of
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the proposals of the comprehensive spending reteerestrain spending and to set
future cash limits. So the advice of both F.PHsdal Policy Panel), our economist
and others is brought together in this advice drahkly, | give that advice to the
Council of Ministers and | stand by it.

Senator B.E. Shenton:

Okay, a couple of easy questions to break it ugtla bit. On page 11 of the report
and accounts, fines and other income, why haves fialen from £2.5 million to
£900,000?

Deputy Treasurer of the States:

This is not the fines element of that line, thed falthis area is to do with the other
income which really is a technical accounting nralttetween the 2 years. There is
some internal charges between different areaseo6tates which in 2008 were coded
to the top line interest income and in 2009 werdecto other income.

Senator B.E. Shenton:
Okay, so it is more just ...

Mr. C. Swinson:

Could | just be clear that you have not left rooon & misapprehension? Are you
suggesting that the line was internal charges? s@lae external accounts so that
should not be in total income.

Deputy Treasurer of the States:

These are external accounts but they are aggregaiieer than consolidated at the
moment. So this will not be a recurring problencemwe get to 2010 with the
G.A.A.P. accounts.

Senator B.E. Shenton:

We may come back to you for more detail on thatovidg further down the page
then, if you look at table 9, it seems to implyttbapartmental income increased by a
rate faster than inflation £109 million to £119 lioih, what was the main source of
this income?

Deputy Treasurer of the States:

As you might expect there is quite a few thingshere relating to various different
departments. | can provide the committee withstdf this if it helps later on rather
than just reading it.

Senator B.E. Shenton:

| think we are more interested in the generalityt,dbecause this increase of between
6-7 per cent suggests that the States have beelg tiy maximise income for its
services because obviously that way they can ketap éxpenditure at current levels
and show a decrease in net revenue expenditumiifncrease your revenue. Is this
the case?

Deputy Treasurer of the States:

Okay, if 1 go through some of the headlines perhidgas will help the committee
understand. One of the larger changes, just o¥enilion, is a change that relates
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back to the committee’s report from last year towdth the way that social security
account for staff costs. | do not know if membemiember but in your report last
year ... what we have done in this year's accoistsy to bring some additional
clarity and transparency to that and ensure thaoalal security staff are charged to
social security and then the recharge to the fumulvs as income to the Social
Security Department. So there is no change inr¢aéty of what is happening in
terms of those staff are still working on matterd m terms of the accounts the
expenditure has been grossed up and the departnecdene reflects the fact that
those staff costs have been recharged to the fike of the other headlines is in
health, you will recall that with the terminatiohtbe health agreement with the U.K.
the U.K. Government used to pay monies to the Depant of Health for U.K.
visitors that were treated in the Island, the theit the agreement ended meant that
cost was funded through a cash limit in 2009 rathen income from the U.K.
Housing, for example ...

Senator J.L. Perchard:
Sorry, you lost me there. How would that affecatttbottom line figure of
departmental income? | do not really understaedcctimnection.

Deputy Treasurer of the States:
Departmental income previously would have inclutlet, because it was income to
the department for services the department provided

Senator J.L. Perchard:
That would be a negative?

Deputy Treasurer of the States:
Yes, there is a whole host of ...

[11:45]

Senator J.L. Perchard:
It used to receive an income but it no longer negean income.

Deputy Treasurer of the States:
There are some issues that have pushed incomedwugpare that have reduced.

Senator B.E. Shenton:
Rather than spend too much time on this, could gowide the P.A.C. with a
complete breakdown of that figure?

Deputy Treasurer of the States:
Absolutely.

Senator B.E. Shenton:

Would you say that ... | think it is the case ieyaous spending reviews that there has
perhaps been a tendency of department’s to tryraisd revenue rather than reduce
expenditure. Would you say that this is still taese?

Deputy Treasurer of the States:
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| think the C.S.R. (Comprehensive Spending Revi@wess makes this very clear in
terms of the objectives that have been set foveetig the savings. It cannot simply
be raising the charges, that is absolutely cryd&dr. So, no, I did not think that is
the position.

Senator J.L. Perchard:

That is quite reasonable. | know it gets politicat when you get Planning, who are
the only authority that you can apply to, raisirtaiges by up to 300 per cent for
some particular categories it becomes very didtdsiéhen people are bound to pay
that. Itis a bit of a worry but that is not a gtien for you gentlemen.

Senator B.E. Shenton:

Senator Perchard has mentioned Planning, the nuofbemployees has fallen by

5.83 per cent but the average remuneration fof Issaf risen by 9.96 per cent. So you
have a lower number of staff but a higher numbereshuneration. Perhaps you

could just run through that while we mention it.

Deputy Treasurer of the States:

Obviously this is a question that the Planning Bnglironment Department may well
be better placed to give you the detail on. Ithhige worth me making just a couple
of observations to help. The full-time equivalégures in the accounts, which you
will have seen in the notes, it is important to emstiand that they present a snapshot
at the end of the year. So at 31st December tlzest the number of full-time
equivalent staff employed in each department. Tbst of staff for the year as
presented in the accounts is exactly that, the obsstaff for the year. So a
comparison of the number of staff relating to tlegalt cost can sometimes be
misleading because you could have a number of eae=mat the end of the year that
were not there for the majority of the year, so fane got the cost without the F.T.E.
(full-time equivalent). So the division of the 2lmnot always be as helpful as it
might otherwise be. | know particularly in the easf P. and E. (Planning and
Environment) there were several employees whodafing the year, including a
director who left in November and so you would hda@11 months of cost with no
F.T.E. showing at the end of the year. So to g&t those comparisons you really
need to get to a level down beneath those numbers.

Senator B.E. Shenton:
Who is responsible for reviewing the staffing plams Planning and other
departments?

Deputy Treasurer of the States:
The full-time equivalent numbers and where theydm@oyed is contained within the
business plan each year.

Senator B.E. Shenton:
Chief Executive, do you review them in your rolége tindividual department’s
staffing plans?

The Chief Executive:

Do | review individual department ... not in specdetail, no. However, if you look
at the C.S.R. - and | keep coming back to that -aveelooking specifically at major
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departments with major reviews of staffing levefsd estructures and we are also
looking at overall remuneration and terms and diorth of service as a specific issue
and bringing all of that together.

Mr. K. Keen:
You sound very confident about the C.S.R., Chieédttive, do you believe it will
deliver the £50 million worth of savings that aegrig put forward?

The Chief Executive:

| am not here to offer judgments upon States dmussat the end of the day. | am
very confident that the C.S.R. is a good, propet arofessional process and it will
identify how £50 million, and potentially more, ddbe saved and the decisions that
we will need to take them. It will attempt, in nbosstances, to ensure that those
decisions are the ones that ... will attempt thihaurg to ensure those options are those
which are least damaging for services. | persgrialieve that the options will be
realistic and will be achievable.

Senator B.E. Shenton:
You will be fully supporting the C.S.R.?

The Chief Executive:
You asked about my responsibility, my responsipikt...

Senator B.E. Shenton:
No, but I assume that you will be fully supporting

The Chief Executive:

That is what | was about to explain. My responibis to run the C.S.R. and to
ensure that the Council of Ministers receives prage thorough advice and that it
aims to deliver the £50 million savings. That ig task, that is my responsibility and
| will ensure that it does present that. If thetsupporting, then yes. But if it is
supporting political choices, today | am not herealk about political choices.

Senator B.E. Shenton:
No but, with all due respect, your job is to makeesthat the States is run effectively
and efficiently.

The Chief Executive:
Yes.

Senator B.E. Shenton:

So surely a comprehensive spending review, you awipport that to undertake
your role and you have to give opinions surely drexg the most efficient savings
can be made, and effective savings.

The Chief Executive:

That is entirely my job. If somebody decides ttieg C.S.R. is not to deliver £50
million but to deliver, say, £25 million because gholitical implications are deemed
to be unacceptable, then it is my role to delibher €.S.R. to that revised figure. | was
asked if the C.S.R. can deliver £50 million anddhswer is yes.
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Senator B.E. Shenton:

Yes, but would it be totally unfair of me to saywe can save £50 million you have
not been doing your job properly because if we gare £50 million the States have
not been run effectively and efficiently by youbjdescription?

The Chief Executive:
| think that would be unfair, yes.

Mr. M. Magee:

Could I move on? This is one probably for the Dgpireasurer but could be for the
Chief Executive as well. If you could to page @l accounts, it is really just trying
to highlight, 1 guess from my perspective, how dties forecasting process work
within Treasury. Specifically the item that isadahg my eye is the net income tax,
because what we have got for income tax per yetraisoriginally we thought we
were going to receive £478 million and then theaipd forecast, and | would be
interested to know what time that that updateddase was done, had £10 million
more but overall just under £508 million was brouigh so £20 million more than the
updated forecast. Itis really, | think from thergpective of that is not something that
was from 4 years ago and forecasting forward, ith&om like 5 minutes ago in my
eyes and it is just to know that | get some comttwat projections are robust, and that
does not look as if projections were robust.

Deputy Treasurer of the States:

It is a very good question. To answer the firstsiion, probably the easiest part, the
updated forecast is done in mid-September, saghahen that is done and obviously
the outturn is based on the end of December. TDhecésting process is quite
developed and takes into account as much informaisowe possibly know about the
state of the economy and likely tax receipts thatare going to receive. There is a
group that gets together to look at this, includempnomists, the thoughts of the
Fiscal Policy Panel are taken into account, theldaek that the Comptroller of
Income Tax and others receive from companies am@étlonomy generally are taken
into account and there is a process of forecastireglevel lower than you see here so
it looks at individuals in terms of ... not indivdls but salary and wage earners, it
looks at partnerships, it looks at businesses ¢dipt what those tax receipts might
be. In this particular case this is obviously sthimg that we have been acutely
aware of and wanted to understand why there isdhange in outturn rather late in
the year. That is in no small part to ... thers waanumber of assessments done in the
latter part of the year, the final quarter, 2 argaparticular generated a significant
increase in tax, they were around some individlaatgely 1(1)(k)s and (j) cats whose
assessments ... the information from the assessmead only available in the last
part of the year, and some partnerships who werkinmasome quite significant
increases of profits. Again, that was only avdéah the later part of 2009 to identify
that. Those are the things that really drove ithaease that was not predicted and we
believe that certainly a portion of that increasaat likely to be recurring. A lot of it
was one-off in 2009.

Senator J.L. Perchard:

So effectively we are talking about a 4 per cenvrewith the formula you have just
described it could have been 4 per cent down oanie; which is probably more
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worrying. We also tend to be a bit conservativéhvaur forecasting, as you will
know better than I, and we always seem to bring it more than we forecast. Is it
possible that we could be 4 per cent down next ggancome over forecast?

Deputy Treasurer of the States:

| think it is important to understand that thisas an error; this is, by its very nature,
a forecast. As Mr. Magee has highlighted, we himrecast for the year and we
review it during the year and then obviously weé#ve outturn. We do make our
best attempts to have a realistic forecast rateam &in optimistic or pessimistic. By
its very nature a forecast has to make some assumbout the level of activity in

the economy and likely tax receipts and so on. tifoone ... you can say it is a
forecast, it is not going to be 100 per cent adeura

Senator J.L. Perchard:

But these errors - and | call them an error - ireéasting are much more palatable
when one finds that there is an extra over and ebls forecast available. It would
be very unpalatable, particularly politically, ifewfound ourselves £20 million short
on budget next year, for example.

Senator B.E. Shenton:
| think what Jim is trying to say is, is a 4 pentdeviation acceptable?

Deputy Treasurer of the States:

We try to get these forecasts as accurate andliableeand as robust as possible.
There is no guarantee for forecasts, by its vetyreat is a forecast, we have to make
assumptions on areas where there is a lack ofigrtaNe do our utmost to get them
as accurate as possible but | cannot sit here medygu a guarantee that this year’'s
forecast will be within 1 per cent, 2 per cent,ef pent or any other particular figure,
all I can assure you is that it is a robust proeessevery effort is made to make it as
reliable as possible.

Senator B.E. Shenton:
But there is a review of the Income Tax Departnening undertaken at the moment,
do you think this may lead to a more accurate fmsem the future?

Deputy Treasurer of the States:

We are certainly open to any suggestions that wbelg us improve the accuracy.
Any opportunity that there is to get better infotioa, to make the assumptions more
robust and reliable, would be welcomed. We wouldcame them and incorporate
them into the process.

The Chief Executive:

It is important though to take account of all of tslements that go into tax. Personal
tax is dependent on a number of people in the engrat any one time, on salary
levels and changes in salary levels. Clearly tirparate tax is based on company’s
profits declared and it depends on the year ofsgssent. So these things can vary
very considerably. | think the important point recognise is that when you look
historically at the forecast they tend to have uesmated in times of growth and
underestimated the downturn in times of recessibhey tend to cut a more middle
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line. So it is entirely possible that in recessibat is always a risk, and | think the
point has been made that the risk is on the dowrmidthe current estimates.

[12:00]

Mr. M. Magee:

| think really the point | was making is ... | kndhat forecasting is not easy. But the
point | was really making here was forecasts withdhths of the financial year to go

and it is £20 million out, that was really the maioint | was trying to make there.

We are making lots of decisions going forward ab@us.T. (Goods and Services
Tax) and social security and all sorts of thing jusw and obviously that process has
to be more robust.

Mr. A. Fearn:

If you could explain some of the reasons why .regards to the (j) cats and 1(1)(k)s,
can you outline some of the changes that you makbke forecast as a result of that
information that came through in 2009, if any?

Deputy Treasurer of the States:

| can give you an overview. There is as level efad around the forecasting which

you will probably need to talk to the Comptrollef lIncome Tax to get a better

picture, but for any changes of this nature or aftyer nature that come along,
whenever there is any new information, that is rpocated into the forecasting

process and not only in terms of what impact dbathave this year but what impact
does it have on the tax base going forward. Saaflothese changes that we have
identified there are 2 questions. One is what do@&an for the tax receipts this year
and the second is how much of that occurs intmWahg years, because there are
peaks and troughs in these inevitably and thers@many variables, the number of
people on the Island, the number of businesses@ioth. So | hope that gives you an
overview of it.

Mr. A. Fearn:

So with regards to these issues, have communicalietween yourselves and the Tax
Department, for example, been changed or ... eiinseto me that ... | go back to the
reason that you gave which was around the tax iecomcertain individuals in the
economy so what has changed now to take accounagbe a better forecasting next
time around, to avoid this repeat of those numiserddenly being added to the
income?

Deputy Treasurer of the States:

What | can say, as with all these things, theresaree things that you can learn from
and make a change to a process to improve the ggaoegive a better outcome, not
everything is predictable. Where we find somethamgl there an improvement we
can make to deliver a better outcome in the futlue@ we incorporate that. So where
there are issues that have resulted from the fo=aiton of this change this year that
we can incorporate into the process and changertieess, we will do. That is not

always possible nor does not always mean theretisamething else that can happen
in the future.

Senator B.E. Shenton:
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Why did you sign off the accounts, Deputy Treastrer

Deputy Treasurer of the States:
| signed off the accounts because it was deledatede by the Interim Treasurer of
the States to do so.

Senator B.E. Shenton:
Why did not the Interim Treasurer feel that he daign them off?

Deputy Treasurer of the States:
To be honest, that is probably a question betteeda®f the Interim Treasurer than
myself.

Senator B.E. Shenton:
You did not ask him? When he asked you to signyotf did not ask him why he
could not sign them?

Deputy Treasurer of the States:

| absolutely did and he explained it to me andnl &l you exactly why but | thought

you would probably want to ask him directly. Pegrhd could read out the exact
reason so | do not misquote him: “I make this dafilem because | believe it is not
appropriate for me to sign the States 2009 accoamdsletter of representation as |
was not working at the States of Jersey for any @a2009 and therefore | have no
understanding or knowledge of the accounting tretimas and other financial

activities that took place during this period.”

Senator B.E. Shenton:

Do you think that is acceptable? One assumeghbatew Treasurer will sign off the
accounts next year; he will not have been workingng) 2010. Will you sign them
off next year?

The Chief Executive:

| think it is best if | answer this one. The agtifireasurer did go on to say, and it is
important to know, that he confirms there are rasoes he is aware of that would
impact on the truth or fairness of the 2009 acceauwbuld impact on the auditors’

opinion of the accounts or should prevent the Dgputasurer from signing the

accounts. So he makes those statements.

Senator B.E. Shenton:
The Interim Treasurer has not signed the 2009 ads@and he will not sign the 2010,
so where is accountability once he has moved away?

The Chief Executive:

We are currently, as you know, seeking to recrugieamanent Treasurer and we
expect that permanent Treasurer, if all goes welbe in place by the turn of the year.
The Treasurer clearly will not have been in placerd) 2010 but we would expect
the Treasurer to take all of the necessary stepsdore himself so that he can sign the
accounts, because it would be only appropriat¢h@permanent Treasurer to sign the
2010 accounts. The judgment was taken that we havaterim Treasurer in place
who was recruited initially, if you remember, tanrthe Treasury improvement plan
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and to improve financial management and reportimd) f@recasting processes. We
felt that it would not be a good use of his timedigert him into having sufficient
background knowledge and understanding to when as appointed as Interim
Treasurer to then sign the accounts. That woutchave been good use of his time.
The Deputy Treasurer has all the necessary skifisertise and ability to do so and
that knowledge and we felt in this instance it veggpropriate that a permanent
Treasurer, when appointed, should sign the nexifsstcounts.

Senator B.E. Shenton:

Turning to the statement of accounting policiepage 37, Deputy Treasurer, as you
did sign the accounts, the second paragraph frembdttom: “The Public Employees’
Contribution Retirement Scheme and Teachers’ Sapeation Fund, while final
salary schemes, are not conventional defined desefemes as the employer is not
responsible for meeting any ongoing deficiencyhese schemes.” Can you expand
on what that statement means?

The Chief Executive:
Perhaps | should deal with that.

Senator B.E. Shenton:
| would like the Deputy Treasurer to because heegigoff the accounts.

Deputy Treasurer of the States:

The accounting for pension schemes in the Statsuats for 2009 was on the same
basis as previous years. The accounting for bbthese pension schemes has been
subject to some discussion with States auditorshenmost appropriate treatment.
They are not the same structure as a U.K. pubtios@ension scheme and | am sure
you will be aware that there is a set of schemesrulhich govern the operation of the
schemes and what happens if the schemes go intot @efd so on. The accounting
policies that we have reflect the schemes and thetthie schemes work. We review
these every year and particularly this year weensed them again and specifically
asked the States auditors for their opinion on hdretve were accounting for them
appropriately in accordance with the scheme ruhekthat our policies do reflect the
schemes and the financial implications of the sa®wn the States accounts. We
have accounted for them on that basis so you w# what we recognise is we
recognise the past service liability for the schemehe States accounts and we make
disclosures under F.R.S. (Financial Reporting StedjdL7 of the financial position of
the schemes but we only recognise the past sdrafbty in the States accounts.

Senator B.E. Shenton:

So, as Interim Treasurer, hand on heart you beligna the employer is not
responsible for meeting any ongoing deficiencyhie $cheme?

Deputy Treasurer of the States:

As Deputy Treasurer that is my understanding améve sought advice from the
States auditors that we have interpreted that apiately.

Senator B.E. Shenton:
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On page 38 it talks about the teachers’ schemethdrsecond paragraph it implies
that the teachers’ scheme mirrors the P.E.C.R. li®®ubmployees’ Contribution
Retirement) scheme. Is this the case?

Deputy Treasurer of the States:

My understanding is that the scheme rules of tlaehters’ scheme do mirror the
P.E.C.R. scheme. | am not an expert on the 2 ichat¥ schemes and all their
operations but | do believe that the teachers’ meheules were set up to mirror
P.E.C.R.S. There may be some minor differences.

Senator B.E. Shenton:
Has it been agreed yet like P.E.C.R.S. that theeStaas no obligation to make with
any deficiency?

Deputy Treasurer of the States:
The past service liability for the teachers’ schdms not been formally agreed as it
stands, no, and that is made clear in the accoungtieve.

Senator B.E. Shenton:
Provision has not been recognised but has thera bhgeeement on the current
liability?

Deputy Treasurer of the States:

In terms of the teachers’ scheme the past sendbéity is recognised in the accounts
to mirror the agreement reached with the P.E.C.€o8mittee of management. That
is done on the basis of taking a prudent view eflikely nature of that liability but
there is no formal agreement around that yet.

Senator B.E. Shenton:
What needs to be done with the teachers’ scherbartg it in line with the P.E.C.R.
scheme?

Deputy Treasurer of the States:

In terms of the past service liability, that is atter that is being considered at the
moment, being discussed between Employee Relatiothd reasury and the board of
management before taking that forward. Initiatlyill go to the States Employment

Board for their view.

Senator B.E. Shenton:

We have looked at this on the P.A.C. and we founceatain amount of
procrastination by the previous Minister for Edumatthat meant that this issue had
not been sorted out and made the taxpayers’ lighilbnsiderably higher than it
should have been. The reconstruction took placeerti@n 3 years ago. Why has it
taken so long to resolve this issue?

Deputy Treasurer of the States:

You will have to forgive me because | am not awarthe history going back to your
point about the Minister for Education. In ternidamking at the past service liability
debt this is a matter that the board of manageioerthe teachers’ scheme has raised
with the Treasury and the employer. The emplogesurrently considering this. It
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has necessitated some advice from the States Actoar what the board of
management is discussing. It needs a thoroughpeomkr consideration before any
advice is given.

Senator B.E. Shenton:
But surely the lack of action means that you rum risk that the post-2007 liability
may end up on the taxpayer rather than on the selitsaif.

Deputy Treasurer of the States:
The scheme rules are in operation and have begpeiration for some time.

Senator B.E. Shenton:
You have no concerns as Treasurer that this lighiay fall back on you?

Deputy Treasurer of the States:

| am not sure | am in a place to answer that, thdoeest. This is not something that
normally falls within my remit. What | can answguestions on is the accounts and
what we have reflected in the accounts. | am aa kcan venture too much else.

Senator B.E. Shenton:
Maybe | had better ask the Chief Executive. Wdmsthing like this that is dragging
on and is taking a long time to resolve do you havieneframe with regard to issues
to get them sorted out?

The Chief Executive:

There is and there are ongoing negotiations. | leanyou have a note on that
timeframe if you would like. | do not have it inynmead today. | can talk to you
about the P.E.C.R.S. if that would help, becaubek that comparison is valid.

Senator J.L. Perchard:

You do say in the accounts that the Teachers’ Smpeation Fund scheme generally
mirrors that of the P.E.C.R. scheme and you hatkned that. Would it be fair to
say that the post-reconstruction liability for theachers’ Superannuation Fund will
not be a liability to the States and the taxpayer?

The Chief Executive:
As the decision has been taken to date, yes.

Senator J.L. Perchard:
That is generally accepted?

The Chief Executive:
That | believe is generally accepted.

Senator J.L. Perchard:
Details to be arranged?

The Chief Executive:
Details to be defined.
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Senator J.L. Perchard:
In that effect it mirrors the ...

The Chief Executive:
That is the post-setting up.

Senator J.L. Perchard:
The 2007 negotiation, the line in the sand thak fgace in 1997 with the P.E.C.R.S.
fund.

The Chief Executive:
My understanding is that the same political intemtapplies to teachers as it does to
P.E.C.R.S.

Senator J.L. Perchard:
You are clear on that?

The Chief Executive:
Yes.

[12:15]

Mr. K. Keen:

Deputy Treasurer, could | come back to you on tttea quantum of the teachers’
past service liability? It is on page 40. The.B.R.S. pre-87 liability I think it
moved by about £100 million last year, if | recadgjhtly, and this year it has moved
by £24 million to the negative but the teacherability is just £103 million. Are
there any differences in the way this liabilityceculated from P.E.C.R.S. pre-87?

Deputy Treasurer of the States:

Yes. With the P.E.C.R.S. pre-87 liability there asformal agreement that is
documented between the employer and the committemamagement and that
agreement leads to an actuarial assessment of Weltigou see in the accounts. That
is all based around the formal agreement that jdace. As we have said, there is not
a formal agreement in place for the teachers’ sehemthis is an assessment of this
liability based on the last actuarial valuationtloé scheme. So it is absolutely an
estimate.

Mr. K. Keen:
Given that obviously pension schemes are gettingeregpensive, you did not think it
proved that your original assessment might neediogvin the year?

Mr. C. Swinson:

If 1 have understood correctly, the point about #&.C.R.S. liability is that the
ultimate cash liability is not changing. What isaaging is the current actuarial
valuation of the future obligation. So it is notchange in P.E.C.R.S. case in an
assessment of what in the end will be paid. ithéely a change in the present value
of that scheme and in the case of J.T.S.F. (Jéfsaghers’ Superannuation Fund)
that same actuarial valuation of future cash paysmennot performed in the same
way.
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Head of Financial Accounting and Control:

Just to add there, we do go back to the actuary dibdothe valuation for the
schoolteachers and came up with that figure of hdiBon and confirm that there is
nothing to change that estimate. So it is notwWeahave just ignored it because there
is no change. We have asked for a confirmationttieae is a good reason but it is a
different basis to the calculation of service,tss Auditor General has explained.

Mr. K. Keen:
| would have just thought the present value woustehchanged, given that it has
changed on the other one.

Mr. C. Swinson:
It would do but it is a difference in the treatmertthe 2 figures, which you have
quite correctly pointed your finger at.

Senator B.E. Shenton:

Could I turn to page 46 of the notes to the accguwhich is the remuneration of
senior employees. How many of the employees showilme table receive a bonus or
performance award as part of their total remunengbackage?

Deputy Treasurer of the States:
| am not aware that any do.

Senator B.E. Shenton:
No one receives one?

Deputy Treasurer of the States:
None that | am aware of.

Senator B.E. Shenton:

No one at all. You do not give as much detailhese accounts as a local authority,
for example, or a corporate entity would give ispect of their accounts. For

example, you do not give the value of pension fibrsanior employees. Is this

something that you could look to introduce goingvard?

Deputy Treasurer of the States:

It is one of the things that the committee is pldpaware of in terms of the move to
G.A.A.P. that we are looking at and the final admptis in the final stages of
consideration at the moment, but the type of repout are referring to would be one
of the things in that, yes.

Senator B.E. Shenton:
So it will include the value of pension?

Deputy Treasurer of the States:
A normal report of that nature would, yes.

Senator B.E. Shenton:
Would it be banded or would it be individual jobsdgptions?
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Deputy Treasurer of the States:
Forgive me, | cannot remember off the top of mydchea

Senator B.E. Shenton:
A local authority would give individual job desctipns.

Head of Financial Accounting and Control:

We are seeking to finalise the plans for a remureraeport before next year and we
would look to mirror the U.K.’s position. That &ill in discussion. We are
expecting to issue that.

Senator B.E. Shenton:
In discussion with who?

Head of Financial Accounting and Control:

Just internally. We are going through a procesh@imoment of looking at how the
accounts will look next year, which is obviouslyimgpto be very different, and one of
the things | am hoping to do in the next few weisk® finalise that format and then
we will finalise the reporting manual, which | tkithe P.A.C. has already seen and
the Comptroller and Auditor General has alreadysee

Senator B.E. Shenton:
So who would ultimately decide what the format is?

Deputy Treasurer of the States:

The accounting standards that we adopt is ultimaedecision for the Minister and
he will decide. 1 think it might help the commétgust to remind ourselves that the
approach we have adopted in the move to G.A.A.Ro illow the U.K. central
government’s standards for doing this in termshef ¢content and the presentation of
the accounts.

Mr. C. Swinson:

As a matter of information, Chairman, the centralvegrnment practice on the
mainland is to show for all of the senior officialtsthe department, line by line by
name, the remuneration received in the period th@gevith any performance-related
pay, together with increases in the value of peneittittements during that period.

Senator B.E. Shenton:
So this will be the standard that you are goinptdk at?

Mr. K. Keen:

So G.A.A.P. incorporates things that are not jugt.&.P. in a way really, is what you
are saying, is it?

Mr. C. Swinson:

The public sector reporting requirement, which asas they are concerned is to be
G.A.A.P., does include that, yes.

Senator B.E. Shenton:
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How much money was paid in total settlements tadepes of senior employees?

Deputy Treasurer of the States:
| do not know off the top of my head.

Senator B.E. Shenton:

When we have asked in the States as politiciardotavith specific employees we
have always been told that this is a matter of identiality in respect to the person
concerned but surely it would not stop you prodgartotal figure in the accounts for
money paid out in this way.

Deputy Treasurer of the States:

Any underlying information is there. We would hawetake advice on whether we
were publishing something that was confidentiahatr but | really am afraid | just do
not know the answer to that question.

Senator B.E. Shenton:
If we wrote to you and asked you that question wgwlu provide the information?

Deputy Treasurer of the States:
| would answer the question, yes.

Senator B.E. Shenton:
The same with regard to how much was paid to peoplgardening leave or subject
to a disciplinary?

Deputy Treasurer of the States:
| would do my utmost to answer the question as lasigt was appropriate to do so,
yes.

Senator J.L. Perchard:

The H.R. (human resources) function of the Chiefnister's Department will
ultimately be responsible for negotiating the cdefitial agreement of a settlement to
terminate an employee’s contract and by the vetyraat is an agreement between 2
parties. Do you not accept that it is in the pubiterest that this information is made
available as to what the settlement agreement @rder to ensure that the public
interest is properly represented rather than ikdrdidential? As | say, the 2 parties,
of which H.R. is one of them, have to come to #gseement so why do we insist on
confidentiality when terminating employment conts&c

The Chief Executive:

The terms of any termination agreement will dependhe individual and specific
circumstances and would be the result, if thereevaemegotiation, of a negotiated
process, advised by both parties’ legal advisers vee would abide by that.

Senator J.L. Perchard:
The agreement is made between 2 parties of whicaree®ne. Why do we agree to
be confidential as to the levels of funds madelakhs for termination?

The Chief Executive:
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| think you have defined it: by definition agreemhenbetween 2 parties and it is what
those 2 parties are able to agree. If one partyldvoot agree to something unless
there is a confidentiality agreement then you cowdd have an agreement, so it is a
matter of that decision.

Mr. M. Magee:

| guess putting it in a corporate context if youd@aomebody redundant or they left
the business then you would need to disclose thabmpensation for loss of office, if
that happened in a normal P.L.C. (public limitedhpany) sense. So, even though it
might be confidential it is going to be out themehe public.

Senator J.L. Perchard:
That is right. This is the very point.

Mr. M. Magee:
It is much the same for local councils where tegpart of your new drafting of your
reports for next year.

The Chief Executive:
We will have to rely on legal advice on that.

Senator B.E. Shenton:

If we jump around a little bit and turn to page 8hich is the statement on internal
control. This is probably a question for the Chisecutive. What do you see as the
key strategic risks identified by the C.M.B. (Corgi®@ Management Board)?

The Chief Executive:
The key strategic risks. We do have a risk docunvea have identified them. | have
not brought it with me so | am working from memory.

Senator B.E. Shenton:
You can provide it?

The Chief Executive:

| can provide it to you. It depends which year yere looking at. If you are looking
as at now clearly the key risk is one we were tajkabout before around the
Comprehensive Spending Review and the Statestyahilimaintain its revenues and
services at the same time as protecting the Issaadbnomy and the Island’s future
and sustainability. That tops the list, | can yell.

Senator B.E. Shenton:
That is the key risk at the top of the list. Howed the Corporate Management Board
seek to mitigate or guard against this risk?

The Chief Executive:

That one as at now to ensure that we provide tsedub/ice we can to Ministers and
Members of the States about the implications aof thecisions - and we were talking
about that before - and also to ensure that thpgerns are realistic and practical and
achievable. | can give you other highlights if ywant but alternatively | can send
you a note on it.
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The Connétable of St. Peter:

Just coming back to what you were saying theregfCBkecutive: do you have a
contingency? Do you think there is a call for @mntingency, for example, if these
risks are not mitigated? Do you have any fallbaggitions in your mind?

The Chief Executive:
It depends which risks we are talking. The whetaie about mitigation ...

The Connétable of St. Peter:
The C.S.R. specifically.

The Chief Executive:

The problem | have today talking about C.S.R.,édbnest, is that C.S.R. is a 2-part
process. There is a technical and there is anesffirocess which results in advice
and then there is a political decision-making psscel have difficulty today in an
open session, quite rightly, moving into makinggoménts or passing advice about
the political process. That would be wrong and apropriate and | think there
needs to be lots of contingencies built in arourad.t

The Connétable of St. Peter:
So, basically, you are thinking of contingenciesvati then?

The Chief Executive:

We need contingencies throughout the whole proaedst has to be a long run and
deliverable process. If we think we have all o #nswers today for 2013 then |
think we are making the mistake we sometimes mbkeatahe business plan. We set
a business plan in June for the next year, 6 mdmghsre the year started plan to the
end of the year, and yet we do it in great detd@iat is demanded. If we try and do
that same level of detail for 3 years then ineWtabwill be wrong at the end and it
will force people to focus on decisions that arebably not the right decisions at that
point. What we need to do around C.S.R. is to Iggh the significant and big
decisions that need to be made, and they are egr an front of us around
employment levels, remuneration levels and levedesfiice, and set a clear direction
for that and a determination to deliver. | thihkstbrings us back to the points earlier
about the determination to deliver and the behet.i

Senator B.E. Shenton:

| am still a little bit unclear as to your role aresponsibilities. If you were running
this as a corporate you might turn round and s@je ‘should not be running car park
activities because it is not core business, weadaun them efficiently enough.” But
if 1 was to say to you: “Should we be running carkp activities?” you would
probably turn round to me and say: “That is a Statecision.” Surely, officially
running the States also goes down to should wer@ng the car parks and decisions
of that nature.

[12:30]

The Chief Executive:
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There are clearly elements in that of efficiendysautely right, and here is where
you get the mix between efficiency and policy diexis, political decisions.

Senator B.E. Shenton:

But the staff of the car parks are obviously rematesl at States levels. That could
imply that we are charging the public too much dar parking because we are not
running it as efficiently as we could.

The Chief Executive:

You can posit all sorts of questions like that darilink in another forum, another
place, | would be very happy to discuss them wih lput | am not sure that these are
guestions which are appropriate for me to answer. no

Senator B.E. Shenton:
| was trying to understand where your role is, bseathe States make all the
decisions. Are you an adviser rather than a maflage

The Chief Executive:

| have fundamentally 3 roles. | am the adviseth®Council of Ministers on matters
where the Council of Ministers needs to take denssiand actions and | am their
adviser. When charged to do so - | am not trymgpdss responsibility but that is
important, when charged to do so - | am responsible implementing those
decisions. | regard that as a key role. | amabeounting officer for the Chief
Minister's Department and therefore the adviseth Chief Minister, an accounting
officer in all senses for the Chief Minister's Dejpaent, and that is another role. |
am the Chairman of the Corporate Management Boaidhyas | have explained to
you, is not a board in the normal corporate sefisebmard for an organisation. It is
the board of the chief officers for the departmentbelieve you have seen the role of
the Corporate Management Board which is itselfrtaviole corporate advice through
me to the Council of Ministers to ensure that depants do co-ordinate their work
and do work together and as far as possible ae@sidye have said, a silo mentality
creeping in, and in that same role on behalf of $tetes Employment Board to
implement their employment decisions and their @yplent practices.

Senator B.E. Shenton:
Whose decision is it ultimately to decide whethke tcar parks should be run
commercially or should be in effect subsidised?

The Chief Executive:

As things stand at the moment, given the employnmaptications of that and the
political implications of that - they could be sificant in terms of industrial relations
and policy decisions - it would be the respongipitif the Minister for Transport and
Technical Services but he would, | know, wish tmsdt and work with the States
Employment Board.

The Connétable of St. Peter:
Are you not moving up one level there to the M8t Should not the chief officer
have a role to play in that at T.T.S. (Transpod @echnical Services)?

The Chief Executive:
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| think you are getting to the nub of the complgxat the decision making and where
responsibilities lie and who does have that respditg and accountability, which
exists at many different levels and depends onirtipdications, frankly, of decisions
as well as the legal structure of those decisidnthink questions about who would
wish to be responsible and accountable for whaaaogher set of discussions.

Mr. M. Magee:

Can | just make a comment on that, Chief ExecutiVédfs is something that has not
been in for very long and it does not seem asisf working particularly well because
there are lots of, | guess, if you had a white sloég@aper you would not do it this
way, is the message | am getting. Do you have view how you could change it
then? Is that not something you could push forviardy and make this work better?

The Chief Executive:

| have lots of personal views and | can offer lotsadvice and | can offer lots of

professional advice to the appropriate people enappropriate bodies. Ultimately

the States has determined that they wish to haeestiile and a structure of

government as it is now in place and they haveiputlace the laws to make that
happen, particularly the States of Jersey Law,States Employment Law and the
Public Finances (Jersey) Law. Those 3 laws togetteate the structure that we are
working within and they are an implementation @tates’ desire and a set of States’
decisions.

Mr. M. Magee:
Probably when they did that they did not know wtis outcomes would be, so
therefore why can you not change it?

The Chief Executive:

| do not think | would wish to suggest that. | Vabsay that the key decisions which
have created this structure were debated at geeatH in the States when these
decisions were made and alternative views werdgratard by different proponents
of different sides and the decisions were made #ftg thorough debate and with the
advice about the implications of those decisiongmwthey were taken by the States
and you have what you have as a result of it.

Mr. A. Fearn:

If I can maybe word it another way, with regardshe Corporate Management Board
their responsibility, as defined in the profile,bsing the efficient management and
execution of government business. So, hearing yascription about providing

advice to the Council of Ministers, if the curremtangement you feel would have a
conflict between what is currently going on and ti#icient management and

execution of government business how would you meartaat? Is that something
that you feed back as advice to the Council of btars?

The Chief Executive:

Here is a thought. Efficiency is probably not tally objective construct. You have
to consider and define efficiency in the contexiMnich you operate, which in any
society is different. Jersey is a specific socaatyg through the States has determined
that it wishes to have a certain style of governnam certain style of organisation
and | interpret efficiency in that context, andttlhow | interpret it. Whether that
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style of government should be changed and if asaltrof it you could have a much
more efficient organisation and if you created sibimg along the lines of a
multinational corporate structure or a major cogperstructure then you might have a
very different nature of efficiency but you mighs@ have some very significantly
different service-based decisions and a very saanfly different service structure.
At the end of the day, the Island has decided iiteva certain structure and that is
what we deliver.

Senator B.E. Shenton:
So you are responsible for the overall efficiendytloe States but you are not
responsible for any individual constituent partd #me efficiency thereof?

The Chief Executive:
| am responsible for the efficiency within the cexttas | have just described it.

Senator J.L. Perchard:

You have described that there are boundaries andhgoe hinted that the boundaries
are restricting real drives towards efficiency. alts understandable and you have to
tread a fine line between political will and doiggur best to create efficiencies
within these boundaries. Will the same apply witiose undertaking the
Comprehensive Spending Review? Will they recogthserestrictive boundaries in
place or will they try and propose a structure thas through them? Are we going to
get value for money out of the C.S.R.?

The Chief Executive:
You will get value for money out of the C.S.R., yes

Senator J.L. Perchard:

Chief Executive, try and come with me on this oléll those undertaking the C.S.R.
be restricted by these boundaries that you feekesticting you in providing true
efficiency?

The Chief Executive:

| am trying to come with you and | am trying to d® helpful as | possibly can today.
The point | am making is that what some people daegard as efficiency others

would not and you have to look at the decisionserabut the structure of services.
| do not want to go into any particular area bitave heard debates, for example,
when we introduced early years nursery care. Thene a lot of discussions and
debates about whether that should be fully fundethb States, whether there should
be means-tested benefit structures, how muchstfatld be private, how much of it

should be public, how much be set in the contexhefStates schools. | am sure if
you had approached this as an efficiency expertaandrganisational management
expert you probably would not have arrived at theversal public-funded structure

that we have.

Senator B.E. Shenton:
Is that the advice that you gave?

The Chief Executive:
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No, that was not the advice. | am saying thatoifi yere a hard-nosed efficiency
drive person you might not have arrived at thatctasion, might not, but that has to
be overlaid by what the public want, as evidencgthk politicians who were elected,
and those choices have to be made to reflect #laf

Senator B.E. Shenton:
What was the advice you gave on that?

The Chief Executive:

| do not remember specifically. 1 would have tolik and have a look. The point |
am making is you can have a publicly-driven orgatnis that fulfils the public will
and does it as efficiently as it can or you canehan organisation that is driven tooth
and claw by efficiency and it will look very diffent.

Senator J.L. Perchard:

So, the C.S.R. will not recognise these boundainiassthe States have imposed. They
will cut through that, will they? For example, ttates’ decision on early years
education, will the C.S.R. ignore that decision aag this is the way to ... No?

The Chief Executive:

No, because at the end of the day the point | akingas the C.S.R. has to be a
decision made and accepted by the States. Itbewilpromoted to the States by the
Council of Ministers and it is individual Minister@ho are responsible for, as
corporation sole, the policy structure and the qied that they promote. Whatever
comes forward will come forward through that stawet The Minister for Treasury
has, if you remember, created this structure ofomagviews and has put in place a
steering group for each of those reviews which dagynificant independent person
chairing that review and ultimately that review Iwplublish its report which will
identify options and ways forward.

Senator J.L. Perchard:
Options like privatising car parks, could that behie C.S.R. or do they feel restricted
by the policy, the Minister for Transport and Teiclah Services?

The Chief Executive:
| do not know on that specific.

Senator J.L. Perchard:
It is pretty disappointing if they do not challeng@icies.

The Chief Executive:
No, there is a lot of challenge taking place bywifi are asking me to ...

Senator J.L. Perchard:
There will be? They need to challenge policies.

Senator B.E. Shenton:

Going back to early years, your job then is to makee that the decisions of the
States are implemented. The decision of the Statemarly years was 20 hours free
and the Minister decided to give 30 hours freehi@ public nurseries, which is not
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particularly efficient. Where do you come in ondacision like that where the
Minister decides to go beyond the policy agreedhigyStates?

The Chief Executive:
The Minister is free to make that decision and th#fhe policy that is implemented.

Senator B.E. Shenton:
Even if it is inefficient you have no say in that?

The Chief Executive:
It is not my job to take a view on that.

Mr. K. Keen:

Chief Executive, it seems to me that it is possiten time to time that Ministers do

not take the advice that they are given by theiefcbfficers. Do you think there

would be any benefit in the advice of chief offedreing published so that politicians
were not just being straight political: “There is @lection coming and | need a few
votes” type of thing? Do you think that by publisd your own advice people will

say: “That is independent advice from a profesdiaiat would keep the politicians

a bit more honest, if that is not a[Laughter]

The Chief Executive:

| think when you look at ministerial decisions yaill see that the officer advice is
appended to those decisions and the Minister doeslways follow it, and that is

clear. So when you look at the ministerial decisivaking structure what you have
described occurs.

Mr. K. Keen:
Providing it is a technical ministerial decisiorsuppose, rather than a more strategic

The Chief Executive:

Exactly, that is the nature of these decisions. es€hare significant ministerial

decisions, the advice is published, the decisiamoted. Your questions today are all
entirely appropriate questions, as they obviousdyla be, but the decision ultimately
around the kind of organisation you want has tt#olthis public will in the States.

[12:45]

Senator B.E. Shenton:

We are moving towards the end of the time anyway Ibthink the P.A.C. is
concerned with the growth in expenditure over th&t few years which seems to
mirror ministerial government. You cannot help bdtaw a conclusion that there are
weaknesses in ministerial government whereby theraot any overall financial
control because of the silo mentality and the lafc&bility of anyone to pull everyone
together and knock their heads together. | thing all right to turn round and blame
the politicians because the politicians ... wedl{ hlame the politicians but point the
fingers at the politicians but at the end of thg thee civil servants, and especially the
highly paid civil servants, are in place to makeestne States is run effectively and
efficiently. If changes do have to be made to Wile process then personally |
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would like to see the civil service and the serufiicers be a little bit more vocal
where they see weaknesses and not use the phitasen6t for me to say” or “You
would have to ask the Minister” all the time. Th&just my own observation from
the hearing. Has anyone else got any comments?

Senator J.L. Perchard:

Just one question that you did answer. | wondiéngali could make sure because the
answer was not quite specific. It was about paart the question was how many
employees shown in the table receive a bonus dorpesince award and you said |
think, Deputy Treasurer: “None to my knowledge.” oMl you be able to confirm,
on page 46, how many?

Deputy Treasurer of the States:
Absolutely, | can.

Senator B.E. Shenton:

There were a number of questions which we havéadttime to ask you today so we
will, if you do not mind, just put them in writingSome of them are quite technical
answers anyway so it is probably better for a emitiorum than an oral one. Anyone
else?

The Chief Executive:

Chairman, could I just say one thing? You madeegaistatement saying that | and
potentially others are blaming politicians. We ao¢ and | am not. | was describing
the structure of government we exist in and tryimgnake it clear who is responsible
for which decisions. That is not a matter of blathat is a fact of where the law says
the decision-making responsibility lies and where functions of the civil service
and senior officers sit. That is the point | rgallant to make. | understand the point
you made but in pursuing that you do need to umaeds- and | offer you no view
one way or another about it - that if you pursue thew you have you will
fundamentally change the structure of the Statelstla@ roles and responsibilities in
the States and that does need to be followed thrand all of the implications of that
very carefully considered.

Senator B.E. Shenton:

| take on board what you say and | think with amwnsystem, as we have with
ministerial government, you do have unintended equences of decisions that have
been made, including the decision, as you mentioabdut not having collective
responsibility among the Council of Ministers. Whé was on the Council of
Ministers that was something that did not work igatarly well and in fact you got
major decisions coming forward which may have beeh:4 vote. So out of 53
Members of the States you got 5 people saying tthiatshould be policy and that
becomes the policy of the Island. It is not sat&fry. Thank you very much for
coming along.

[12:49]
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