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OFFICIAL HANSARD REPORT
THRONE SPEECH AND BUDGET
2014/15 SESSION
MONDAY
26 MAY 2014

9:43 AM
First Sitting

[Hon. Anthony S. Eden, Deputy Speaker, presiding]

The Deputy Speaker: Good morning. | now call on
Pastor Winston Rose to lead us in prayers.

PRAYERS

Pastor Winston Rose: Let us pray.

O Lord, our heavenly Father, high and mighty,
King of kings and Lord of lords, we thank you for the
opportunity given to us to assemble here today to at-
tend to the business of our nation.

We acknowledge your many blessings be-
stowed upon us. Today we thank you especially for
the institution of government. We pray for Her Majesty
the Queen, and thank you for granting her a long and
productive life. We pray that you will continue to sus-
tain her and to grant her good health and wisdom and,
finally after this life, she may attain everlasting joy and
felicity through Jesus Christ our Lord.

We pray likewise for Philip, Duke of Edin-
burgh; Charles, Prince of Wales; and other members
of the Royal Family.

We pray for all the members of Her Majesty’s
Government and present before you today Her Excel-
lency the Governor, the Honourable Premier, other
Members of Cabinet, the Speaker of the House, the
Leader of the Opposition, our other legislators, all of
our civil servants and all persons in positions of re-
sponsibility.

God of righteousness and truth, grant these
your servants uncommon wisdom and the skills need-
ed to promote peace and prosperity that would be
beneficial to everyone both nationally and globally.
We ask that you bless all these persons with health
and strength and with your saving grace and power.

We recognise that the challenges we face are
many and varied. Therefore, we petition you for stable
and effective government.

Holy Father, source of all goodness, by the
power of your spirit enable them to be men and wom-
en of integrity who faithfully serve these Islands. We
pray that the decisions taken will honour and glorify
you, and that they will always keep in mind our re-
sponsibility to seek to improve the condition of all
mankind. Help them to work together in unity and to
be good stewards of the resources of this country.

These mercies we ask in the name of our
Lord and Saviour, Jesus Christ, who taught us when
we pray to say:

Our Father, which art in Heaven, Hallowed be
Thy Name. Thy Kingdom come, Thy will be done on
earth as it is in Heaven. Give us this day our daily
bread, and forgive us our trespasses, as we forgive
those who trespass against us. Lead us not into temp-
tation, but deliver us from evil. For Thine is the King-
dom, the power and the glory, forever and ever.
Amen.

The Deputy Speaker: This honourable House is how
in session. Please be seated.

PROCLAMATION NO. 3 Of 2014

The Clerk: “PROCLAMATION No. 3 of 2014: “BY HIS
EXCELLENCY, FRANZ MANDERSON, CERT. HON.,
JP, ACTING GOVERNOR OF THE CAYMAN IS-
LANDS.

“WHEREAS section 83(1) of the Constitution
of the Cayman Islands provides that the sessions of
the Legislative Assembly of the Cayman Islands shall
be held at such places and begin at such times as the
Governor may from time to by proclamation appoint:

“NOW, THEREFORE, I, FRANZ MANDER-
SON, CERT. HON., JP, Acting Governor of the Cay-
man Islands, by virtue of the powers conferred upon
me by the said section 83(1) of the Constitution of the
Cayman Islands HEREBY PROCLAIM that a session
of the Legislative Assembly of the Cayman Islands
shall be held at the Legislative Assembly Building in
George Town, in the Island of Grand Cayman begin-
ning at 10:00 a.m. on Monday, the twenty-sixth of
May, 2014.

“GIVEN UNDER MY HAND AND THE PUB-
LIC SEAL OF THE CAYMAN ISLANDS AT GEORGE
TOWN IN THE ISLAND OF GRAND CAYMAN ON
THIS SIXTEENTH DAY OF MAY IN THE YEAR OF
OUR LORD TWO THOUSAND AND FOURTEEN IN
THE SIXTY-THIRD YEAR OF THE REIGN OF HER
MAJESTY QUEEN ELIZABETH II.”

READING BY THE HONOURABLE
SPEAKER OF MESSAGESAND
ANNOUNCEMENTS

Apologies
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The Deputy Speaker: | offer apologies on behalf of
the Hon. Juliana Y. O’Connor-Connolly, who is attend-
ing a Commonwealth Parliamentary Association meet-
ing in Cardiff as a representative of the Caribbean
region.

MOTION FOR
SUSPENSION OF THE HOUSE

The Deputy Speaker: Honourable Premier.

The Premier, Hon. Alden McLaughlin: Thank you,
Mr. Speaker.

| move: “That this Honourable House do rise
to await the arrival of Her Excellency the Governor
Mrs Helen Marjorie Kilpatrick, CB, to receive a gra-
cious Message from the Throne.”

The Deputy Speaker: The question is that this Hon-
ourable House do rise to await the arrival of Her Ex-
cellency the Governor Mrs Helen Marjorie Kilpatrick,
CB, to receive a gracious Message from the Throne.

All those in favour please say Aye. Those
against, No.

Ayes.
The Deputy Speaker: The Ayes have it.

Agreed: The House suspended to await the arrival
of Her Excellency the Governor.

Proceedings suspended at 9:49 am

The Deputy Speaker: | now invite Her Excellency to
deliver the Speech from the Throne.

THRONE SPEECH

Delivered by Her Excellency the Governor,
Mrs. Helen Marjorie Kilpatrick, CB

Her Excellency, the Governor: Good morning.

Honourable Speaker, Honourable Ministers,
Members of the Legislative Assembly, ladies and gen-
tlemen, it's an honour to stand before you today to
outline, for the second time, the Government's plans
for the coming financial year.

I will begin by congratulating the Government
on completing its first year in office. Among their no-
table achievements has been the passing of the Na-
tional Conservation Law in December. This long-
awaited legislation has set the stage for Caymanians
and residents to continue their enjoyment of our local
environment for generations to come.

At the end of January this House also ap-
proved the historic Standards in Public Life Law,

which requires all senior public officials to declare
their interests, assets and income.

In the international arena, a number of devel-
opments enhanced the Cayman Islands’ reputation as
a player of note. The opening of Cayman Health City
was heralded across our wider region as an initiative
that embodied both innovation and foresight in the
fields of medical tourism and affordable tertiary
healthcare. Meanwhile, from a sports tourism per-
spective, international competition of unprecedented
caliber arrived on our shores.

The country also continues to play a leading
role as an international financial center. Within the
span of a few months, the Premier was invited to pro-
vide a keynote address on global corruption at Chat-
ham House, to appear on the BBC's Hardtalk pro-
gramme, and to help ring the opening bell at the
NASDAQ Stock Exchange. The Cayman Islands has
also taken up membership of the newly created Glob-
al Islamic Finance and Investment Group.

This renewed activity benefited from an im-
proved relationship with the United Kingdom Govern-
ment, including its local and overseas representatives.

In the past half year, both the Minister for the
Overseas Territories and the Foreign and Common-
wealth Office Director visited the Cayman Islands.
This June, we will welcome representatives from Her
Majesty’'s Treasury. Then, in July, we will host Heads
of Government from other Overseas Territories at a
pre-meeting of the Joint Ministerial Council.

On a personal note, since my arrival in the
Cayman Islands, | have grown to appreciate and ad-
mire the character of the people. It is these people
whom the Members of this House are privileged to
serve. Caymanians are welcoming, warm-hearted,
intelligent, and proud of their culture. But, increasingly,
they are cautious.

The onus is on Government, and on the
Members of this honourable House, to be worthy of
their trust. To do this we must demonstrate by our
words and actions that we have their best interests at
heart. The principles of good governance were devel-
oped with these objectives in mind.

These principles should, as the Auditor Gen-
eral reminded us not too long ago, characterise all
public service management. We must engage our
stakeholders—all of them; decisions should be in-
formed and transparent; and we must constantly de-
velop our capacity to be effective; and we must al-
ways be accountable. This is what people want to see
from us—whether they are an astute investor or the
average person on the street.

| noted at the end of my first Throne Speech
that the work of Government has an impact that is far
reaching. We must therefore do all that we can to help
Caymanians and residents meet the challenges of
everyday life. Accordingly, with this budget, the Gov-
ernment has sought to lower the cost of living and the
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cost of doing business, particularly for small busi-
nesses.

Government understands that employment,
which is so crucial to quality of life, is the result of
business confidence. It believes that a focus on help-
ing businesses will also help people. The present year
has seen the establishment of a strong foundation for
our economy, upon which Government will build. It
has already initiated a number of key projects, and will
move forward with plans for the new airport and cruise
berths, as well as with needed road improvements.

In particular, it will build several new roads to
alleviate traffic congestion in central George Town,
and that will assist with the revitalisation of that area.
Once these works are underway they will also provide
jobs.

On Cayman Brac, Government is collaborat-
ing with the private sector to explore the potential de-
velopment of new marinas which, when completed,
will mean jobs for residents of the Brac. The Govern-
ment will help to develop the island’s agri-business
sector by taking steps to enhance Agriculture Grounds
there. The people of Cayman Brac and Little Cayman
should benefit from plans to maximize the impact of
the tourism sector on the Sister Islands.

An overview of private sector projects is
equally promising. Already at the vanguard of the in-
ternational healthcare industry, Cayman Health City
has already begun hiring Caymanians and will contin-
ue to grow. Its opening brought key international
business leaders to our shores and we look forward to
further opportunities that may flow from their visit.

Furthermore, a number of hotel and other de-
velopments have begun or are about to start. Em-
ployment prospects are looking better than they have
for some time, and we can also expect economic
growth to come from these developments.

Government will use a number of approaches
to capitalise on this positive environment, including
reducing the duty paid on fuel and cutting the import
duty on goods paid by licensed local merchants. In
addition, as you will hear from the Government, it will
implement a series of measures to reduce costs to
small businesses.

Both of our pillar industries, financial services
and tourism, continue to show promising growth.
Government remains committed to working with both
sectors to build on these trends. It will continue to en-
hance the ability of financial services providers to bet-
ter serve clients by continuing to pass needed legisla-
tion. Recent examples include the Contract (Rights of
Third Parties) Law and the Exempted Limited Partner-
ship Law.

Government is also looking to attract more
technology and related business and has asked the
United Kingdom to assist in strengthening laws
around intellectual property and copyright.

A number of key projects are also underway
in the private sector. Several developments of differ-
ing sizes have started or are in the works. Some of
these are in the Eastern Districts.

Particular attention is being paid to the Iron-
wood development. Its size and its Arnold Palmer Golf
Course make it noteworthy. It's a long term project
that will enhance our road infrastructure and help to
drive further development.

Establishing what | hope will be a model for
future development, the developers, Government, and
the National Trust recently came together to agree the
best route for the proposed extension of the East
West Arterial road.

Government will continue to support sports
tourism on Grand Cayman and on Cayman Brac. In
particular, we look forward to hosting CONCACAF
again this summer, as well as other first-class football
tournaments in the future.

Given continuing economic constraints, these
projects will be undertaken in a manner that is fiscally
prudent, and, with private sector participation where
possible.

To ensure that any improved economic
growth is sustainable, Government will also continue
to explore means of making the public sector both
more efficient and more effective. It has already ex-
pressed its full support for the current project to right-
size Government and improve service delivery.

In the past year, Government finances have
been placed on a steadier footing as budget targets
have been met or surpassed and no additional debt
taken on. Budget reform continues with expectations
that the Cayman Islands will be largely compliant with
the targets agreed with the UK by the end of 2014/15,
and on track for full compliance by the end of 2015/16.

The Government will progress several E-
Government initiatives to help it work smarter and
more efficiently. Expected projects include automating
and improving processes around immigration, such as
work permit applications and approvals, as well as an
online employment portal. There are also plans to hire
a Director of E-Government whose role will be to drive
forward the approved initiatives in the quickest and
most cost effective manner. This staff member will
lead a concerted drive across the public sector to
make some government services more accessible to
citizens.

Initiatives to strengthen and grow our econo-
my would be fruitless if Government did not also work
to ensure that Caymanians are able to benefit from
any opportunities that these create. Government will
therefore continue the reforms already underway at
the Employment Services Unit of the National Work-
force Development Agency, in addition to providing
additional staffing and improved systems. The Gov-
ernment’s objective is to improve the agency’s ability
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to connect qualified Caymanians with suitable em-
ployers.

It will continue to develop appropriate voca-
tional training throughout the school system, and work
with private sector businesses that provide such train-
ing. A National Apprenticeship Programme will also be
launched in the coming year.

Health, too, has a role in determining quality
of life, in particular the readiness to succeed. Accord-
ingly, the Government will seek an overseas partner
for the Health Services Authority to facilitate training,
improve access to services, and maximize efficien-
cies.

From a mental health perspective, a cross-
ministerial working group will focus on key issues and
make recommendations to Government, service pro-
viders, and other stakeholders on ways to improve the
local mental health system. This is an area of high
importance to our community and the Government
recognises the impact of mental iliness on individuals,
on families, and on society.

Also central to the continued health of our Is-
lands is the safe disposal of our waste. A committee
of experts will continue its efforts to identify a solution
for the needs of all three Islands. Government has
already committed to ensuring that the process is
open and adheres to the principles of good govern-
ance. There is more work to be done, and no doubt
the Premier and Minister of Health will speak more on
this issue.

Of course, a cornerstone of a country’s pros-
perity is the security of its citizens. With this objective
in mind, Government will reinforce the number of po-
lice and fire officers and has taken steps to bolster the
management of both the Customs and Fire Depart-
ments. Customs has also recently outlined the no
nonsense approach to the interdiction of contraband
and drugs that will be enforced at our ports of entry.

As Governor of these Islands, | have constitu-
tional responsibility for the civil service. | am pleased
to report that the under the stewardship of the Deputy
Governor, real progress in being made to transform
the culture of the civil service into one which is more
accountable, innovative and value conscious.

Notwithstanding the successes achieved in
recent years, including rolling out performance man-
agement across the entire civil service and the gradu-
al headcount reductions, there have, understandably
been cause to address the overall cost and size of the
public service. A Rationalisation Review is currently
taking place, the results of which are due in July. Dur-
ing the 2014/15 financial year, the civil service work-
ing in tandem with the elected Government will be
charged to implement the agreed recommendations
coming out of the Review.

It has been an eventful first year for Govern-
ment and there is no doubt that the coming year will
have both its challenges and its victories. By adhering

to good governance principles and demonstrating sol-
id results that build on the achievements of its first
year in office, Government will work to deliver the ser-
vices and outcomes that | have outlined. It will also
strive to reward the faith and trust that the people of
the Cayman Islands have vested in it.

Thank you.

[Departure of Her Excellency the Governor]
Proceedings resumed at 10:20 am

The Deputy Speaker: Proceedings are resumed.
Please be seated.

MOTION OF THANKS TO HER
EXCELLENCY THE GOVERNOR

The Deputy Speaker: | now call on [the Father of the
House], the Leader of the Opposition, to move a mo-
tion.

Hon. W. McKeeva Bush, Leader of the Opposition:
Mr. Speaker, as the Father of the House, | am
pleased to move the following resolution:

BE IT RESOLVED that this honourable
Legislative Assembly record its grateful thanks to
Her Excellency the Governor, Mrs. Helen Marjorie
Kilpatrick, CB, for the Address delivered at this
Sitting.

The Deputy Speaker: The question is BE IT RE-
SOLVED that this honourable Legislative Assembly
record its grateful thanks to Her Excellency the Gov-
ernor, Mrs. Helen Marjorie Kilpatrick, CB, for the Ad-
dress delivered at this Sitting.

All those in favour please say Aye. Those
against, No.

Ayes.
The Deputy Speaker: The Ayes have it.

Agreed: The honourable Legislative Assembly
records its grateful thanks to Her Excellency the
Governor.

MOTION TO DEFER DEBATE ON THE
THRONE SPEECH

The Deputy Speaker: | now call on the Honourable
Premier.
The Premier, Hon. Alden McLaughlin: Thank you,
Mr. Speaker.

| beg to move the following Motion:

BE IT RESOLVED that the debate on the
Address delivered by Her Excellency the Gover-

Cayman Islands Legislative Assembly



Official Hansard Report

Monday, 26 May 2014 5

nor, Mrs. Helen Marjorie Kilpatrick, CB, be de-
ferred until Thursday, 29th May 2014.

The Deputy Speaker: The question is: BE IT RE-
SOLVED that the debate on the Address delivered by
Her Excellency the Governor, Mrs Helen Marjorie Kil-
patrick, CB, be deferred until Thursday 29th May
2014.

All those in favour please say Aye. Those
against, No.

Ayes.
The Deputy Speaker: The Ayes have it.

Agreed: Debate deferred.

PRESENTATION OF PAPERS
AND OF REPORTS

ANNUAL PLAN AND ESTIMATES FOR THE GOV-
ERNMENT OF THE CAYMAN ISLANDS FOR THE
FINANCIAL YEAR ENDING 30 JUNE 2015

~TOGETHER WITH~

ANNUAL BUDGET STATEMENTS FOR MINIS-
TRIES AND PORTFOLIOS

PURCHASE AGREEMENTS FOR STATUTORY AU-
THORITIES, GOVERNMENT COMPANIES AND
NON-GOVERNMENTAL OUTPUT SUPPLIERS

OWNERSHIP AGREEMENTS FOR STATUTORY
AUTHORITIES AND GOVERNMENT COMPANIES

The Deputy Speaker: | now call on the Minister of
Finance.

Hon. Marco S. Archer: Mr. Speaker, | beg to lay on
the Table of this honourable House the following doc-
ument with respect to the Government’s financial year
which will end 30 June 2015:
e Annual Plan and Estimates for the Govern-
ment of the Cayman Islands
¢ Annual Budget Statements for Ministries and
Portfolios
e Purchase Agreements for Statutory Authori-
ties, Government Companies and Non-
Governmental Output Suppliers
e Ownership Agreements for Statutory Authori-
ties and Government Companies.

The Deputy Speaker: So ordered.

STATEMENTS BY HONOURABLE
MINISTERS AND MEMBERS
OF THE CABINET

The Deputy Speaker: | now call on the Honourable
Premier.

POLICY STATEMENT
STABILITY— THE ROAD MAP TO PROSPERITY

The Premier, Hon. Alden McLaughlin: Thank you,
Mr. Speaker, it is my honour to present the Govern-
ment’s policy statement entitled, “Stability—The Road
Map to Prosperity.”

Mr. Speaker, today is three days shy of the
first anniversary of this administration assuming the
helm of government, it is, indeed, my honour and
privilege to present to this Honourable Assembly the
details of the Government’s policies, which along with
the pre-existing requirements of the FCO, have
shaped the budgetary proposals for the coming finan-
cial year.

The past 12 months have been eventful and
challenging and filled with significant achievements
and successes. On Thursday coming | will have the
honour to lay on the Table of this Honourable House,
the Government's first year report and to speak to
those achievements in some detail. But today is about
the year to come.

Last year we told the Country that this Gov-
ernment’s goal was to put the Cayman Islands back
on course, basing our plans on economic growth
through fiscal prudence. Our mission has been to sta-
bilise, prioritise and energise.

Our goals through the budget being presented
today are the ongoing commitments by the Progres-
sives-led Government to make no supplementary
budget expenditure appropriations; to continue to en-
hance the financial management framework; to keep
to our stance of no new borrowing and, | am happy to
say, we have made such progress with government
finances that this year we no longer need a temporary
overdraft facility as we did last year.

Mr. Speaker, the Progressives-led Govern-
ment realises that the economy is key to everything
else Government can and should do. And we also
recognise that the confidence of investors and busi-
ness people is critical to the recovery of the Cayman
economy. Because of our fiscal prudence and good
governance, which will be evident when the Minister
of Finance presents the budget shortly, confidence in
the Cayman Islands has been restored.

That restored confidence comes from the fact
that Government finances are once again stable and
the Government is conducting its affairs with integrity
and in an open and transparent manner. This is inspir-
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ing investment, getting the economy moving and put-
ting our people back to work.

Many will recall that when we took office a
year ago, Cayman’s relationship with the United King-
dom was rancorous. Thankfully, the Progressives-led
Government has been able to mend fences mangled
by the last administration, and | have personally de-
voted a great deal of time and energy to building good
relations with Her Excellency the Governor, the Over-
seas Territories Minister, Mark Simmonds, and the
team at the Foreign and Commonwealth Office. We
have an excellent working relationship and | wish to
especially thank Her Excellency for her support and
guidance over the past nine months.

I have striven to and will continue to promote
the Cayman lIslands internationally and to seek out
opportunities on the global stage to tell our good story
as | did this past year at Chatham House and on
BBC’s Hardtalk in London and in New York at the
opening bell of NASDAQ.

Despite the claims of our detractors to the
contrary, what this Government has been doing is
working. We've achieved a remarkable increase in
Government revenue in our first year in office and our
intention now is to keep that momentum. Mr. Speaker,
my Government set ambitious but realistic budgetary
targets in 2013/14, which have been surpassed both
with respect to collecting revenues as well as cutting
costs. It would, therefore, be remiss of me, Mr.
Speaker, not to acknowledge the hardworking men
and women in the Civil Service who have diligently
pursued the Government’s policies and helped to de-
liver such notable financial results.

As with private businesses, Mr. Speaker, the
Government relies upon its human resources to suc-
ceed. And like a private business would seek to do, it
is important that the Government’'s leadership
acknowledge and reward positive results. The fore-
casted surplus in 2013/14 is set to exceed CI$100
million, personnel costs are forecasted to be below
budget and the Government’s cash position is even
stronger than originally forecasted. Having taken all of
that into consideration, | am therefore pleased to an-
nounce that the Government has taken the decision to
award its staff a one-off gratuity payment equivalent to
2.5 per cent of annual salary.

[Applause and pounding on desk]

The Premier, Hon. Alden McLaughlin: This amount,
which will be payable along with civil servants’ sala-
ries at the end of June, is in recognition of the fact that
the consumer price index has steadily risen and that
with the help of its staff, this year the Government has
the means to provide compensation in the form of this
one-off payment. To clarify, the proposed payment is
for the Civil Service only and does not apply to elected
representatives or statutory authorities and govern-

ment owned companies that pursue their own remu-
neration strategies, which typically include regular
cost of living adjustments and/or performance bonus-
es. It will be calculated on the basis of the 2013/14
fiscal year.

Mr. Speaker, | wish to again thank our em-
ployees within the Civil Service for not only meeting
but exceeding the Government’s financial targets. |
implore them to keep up the good work. The past
year's financial performance has only been possible
through shared sacrifice as many departments have
had to cope with fewer resources to meet the same or
increased demand for services. However, this award
proves that when our staff succeed in the challenge
‘to do more with less’, not only does the organisation
succeed but its staff can share in the fruits of that suc-
cess.

Mr. Speaker as our economic circumstances
continue to improve, we shall be able to affect greater
influence on the economy through the introduction of
various budgetary measures. Some of these
measures will target growth in certain sectors. Others
will be social in nature. The one thing the Progres-
sives-led administration is committed to is stability in
the management of our economic affairs through re-
sponsible government and transparent governance.

The American novelist Tom Robbins de-
scribes the truly stable system as one which “expects
the unexpected, is prepared to be disrupted, and waits
to be transformed.”

It is the transformation that concerns us here
today, Mr. Speaker. With all the economic numbers
going in the right direction, the Government's devel-
opment policy in this year's Budget focuses on ener-
gising the business sector. In so doing we are honour-
ing a Manifesto promise that seeks to breathe new life
into our economy by reducing the cost of doing busi-
ness.

It is well known that collectively the small
business sector has the potential to provide hundreds
of jobs. Furthermore, many of the jobs will be availa-
ble to Caymanians. Economic activity in this sector
always has positive knock-on effects on the wider
economy, which can then in turn accelerate further
growth. So there is a huge value in investing in small
business in any country and we are no exception. In
Cayman, 60 per cent of businesses are classified as
small, employing less than 11 people.

The Minister of Finance will address incen-
tives for businesses in greater detail in his speech
about the Budget, but | can tell you that we plan the
following:

e Reduced import duty rates that will become
effective 1 July, 2014, for licensed traders on-
ly. Government will reduce import duty rates
from 22 per cent down to 20 per cent on items
imported by licensed traders. The items in this
category include most items offered for retail
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sale. This will allow merchants to offer prod-
ucts for sale at a lower price and should en-
courage residents to purchase more products
locally rather than going overseas.

e Reduced trade and business licence fees will
come into effect 1 July, 2014, as an incentive
to support the creation and development of
new businesses in the outlying districts.

e Government will allow small businesses—that
is those with 10 or fewer employees—to pay
their annual trade and business licenses fee
in quarterly instalments instead of the usual
one-time payment.

In addition, Mr. Speaker, Government will al-
low small businesses who are struggling with penal-
ties that have been imposed for failure to pay their
Trade and Business Licence on time, to have those
penalties removed if they keep up with their quarterly
payments under this new provision.

Mr. Speaker, these are first measures rather
than a comprehensive list of the proposed fee reduc-
tions which this Government has planned over the
course of this term. Both the impact of these reduc-
tions on the volume of business and on government
revenue will be carefully monitored over the course of
the upcoming year. If, as we expect, Government rev-
enue continues to strengthen, then the country can
look forward to additional reductions in a range of
Government fees over the course of the following
budgets.

We are looking at other measures to help
businesses thrive and grow, such as Daylight Savings
Time, putting us more in line with business hours kept
in the United States. We are proposing a consultation
process over the course of the coming year. Both our
Financial and Tourism sectors could benefit from the
transition to Daylight Savings Time. It would end early
arrivals and departures of cruise ships, we would be in
sync with the Financial Industry in New York and it
could eliminate some confusion over travel times.

Sunday Trading is another option being con-
sidered by the Progressives-led Government, but the
decision will be made demaocratically. We will take the
issue to the public, again for consultation. We know
that there are businesses opening in contravention of
the Sunday Trading law without penalty. We believe
that the law could be changed in a way that it doesn’t
impact our Christian traditions. We also need to en-
sure that people who do not wish to work on Sundays,
because of religious reasons, aren’t discriminated
against in the job market. If Sunday trading was to be
made legal for all businesses that desire to open, it
would give employees a chance to supplement their
incomes, as well as create more full and part time jobs
for Caymanians.

Mr. Speaker there is another Manifesto prom-
ise that we will keep in this budget, namely the reduc-

tion in the duty on imported diesel fuel used to gener-
ate electricity. With effect from 1% January, 2015, we
will reduce the import duty charged from seventy-five
cents per imperial gallon to fifty cents. This will benefit
personal pocket books by reducing the cost of elec-
tricity to individuals, but it will also help to further re-
duce costs to businesses and it is hoped that this will
translate to lower prices for goods and services.

Many will remember that shortly after the UDP
government was elected in 2009, one of its first ac-
tions was to re-impose the twenty cents per gallon
import duty on diesel fuel used by CUC for generation
of electricity, which had been removed by the PPM
administration in order to reduce the cost of electricity
to consumers. Then, less than a year later, the same
Government imposed another twenty-five cents per
gallon to the cost of diesel fuel. So the actual cost to
consumers went up by forty-five cents under the UDP.

Today, we appreciate the opportunity to offer
some relief from this oppressive tax. We promised in
our Manifesto to reduce the cost of diesel and there-
fore electricity, which affects all households and busi-
nesses. | am proud to say that through the Progres-
sives-led Administration’s prudent fiscal management,
we are able to make good on that promise in the com-
ing year. And as | noted earlier in this Speech, this is
not the be all and end all of this matter. We will moni-
tor Government revenues carefully with a view to a
further reduction if the circumstances permit.

As a prerequisite to providing an enabling en-
vironment, Mr. Speaker, you will recall that | said that
the numbers were trending in the right direction. The
Minister of Finance will provide far greater detail on
this, but we have a good story to tell and the Minister
and his team must be commended for sticking to the
task of maintaining a fiscal surplus, lowering the debt
and increasing output. Specifically, Mr. Speaker, the
Government’s Operating Surplus for the year ending
June 2014 is forecast at $108 million—some $7.9 mil-
lion more than the $100.2 million originally budgeted.

We have achieved this surplus for two rea-
sons: an increase in revenue of $7.4 million; and a
small decrease in expenses.

The Progressives-led Government has been
able to bring revenues to almost $31 million above the
2012/13 figure. We've brought expenses down by
$13.3 million from the previous year and Govern-
ment’'s overall surplus is $48.6 million more than the
previous administration. Compared to this Govern-
ment's budgeted amounts, overall we're some $8 mil-
lion better off than planned in total surplus across the
entire public sector. Our performance proves we can
meet targets we set and then surpass them.

As | reviewed the revenues and expenditures
| was minded to go back and look at the revenue gen-
erating measures the former UDP administration im-
posed through higher work permit fees, increases on
stamp duties on certain real estate purchases and
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increases to certain fees in the financial services sec-
tor in the 2012/13 fiscal budget that raised $93.5 mil-
lion in extra revenue. Those increases were on top of
fees the UDP Government introduced in the 2009/10
budget that added $126 million annually to Govern-
ment coffers.

While in fairness | must acknowledge that the
extra revenue, combined with much better money
management under the Progressives-led Government
over the past year, has helped to bring us to a com-
fortable surplus position, one has to wonder why, with
such an increase in revenue, things could not have
improved faster under the last administration.

We have also been able to reduce debt, which
at 31% January this year was $559 million and now
stands at $532,405.00. Debt for 2012/13 was
$573,850.00. Over the course of the coming year, we
will continue to pay down debt, and, | want to reiter-
ate, there will be no long-term borrowing.

Our challenge continues to be with expens-
es—that is to even further lower the cost of govern-
ment. We must stabilise the situation and create a
sustainable course in which we have the right people
in the right positions to provide the right services to
the people of the Cayman Islands. Our goal is a sus-
tainable Civil Service that gives the biggest bang for
the buck. Greater efficiencies are therefore urgent and
crucial.

The constant upward pressure on personnel
costs and the measures employed thus far to contain
them are not sustainable in the long term. The reason
why we were unable at this point to grant the Civil
Service the 3.2 per cent increase in salary—and we
think they should get more—is because the personnel
costs are just too high. We have reached the ceiling.
This is going to continue to be a struggle going for-
ward. The solution of the past of leaving positions in
the front lines vacant, is simply not working. It is creat-
ing deficits in service in critical areas like Police, Cus-
toms, Immigration and the Fire Service.

We have to contain personnel costs in a sus-
tainable way. That's why, through a competitive bid
process, EY [Ernst & Young] was selected to under-
take a strategic overview of the public service and
identify those functions that would be better carried
out with private sector involvement. Part of their remit
is to review government’s assets and make recom-
mendations of those that could be sold where a fair
market exists. But they will also consider areas for
consolidation and, at the request of the Government,
they will also examine allowing Caymanians now em-
ployed by Government to become small business
owners and to contract their services back to Gov-
ernment on a fair basis.

Through this exercise we hope to streamline
Government even more and to devise a roadmap for
implementation, as well as to ensure that Caymanians

have an opportunity to become entrepreneurs where
possible.

Mr. Speaker, even without the benefit of the
EY report, the exercise of making Government leaner
and more efficient has been ongoing and we will be
making some announcements of further amalgama-
tion probably in advance of this report. But, Mr.
Speaker, | hasten to add that while we recognise the
need to rationalise Government services, before we
make any moves toward privatisation, amalgamation
or restructuring, this Administration will have to be
satisfied that the action will be in the best interest of
the public and the public purse.

Part of Government's solution to greater effi-
ciencies will be afforded by E-Government. The Gov-
ernment has already approved the creation of a Direc-
tor of E-Government and is now moving to recruit
someone with the requisite experience and skills to fill
that role.

In the meantime, next-day electronic scanning
of all Trade and Business files is saving time in filing
as well as in searching for files. Staff efficiency has
been improved by about 18 per cent. An online De-
partment of Planning System enables clients to submit
their requests for inspection online, which has drasti-
cally reduced the time it takes to process, execute and
document an inspection. At the General Registry, for
service providers who are registered to use the online
service, expedited service has been reduced from 24
hours to four hours and regular service from five days
to just 48 hours.

At the end of May there were more than 900
registered users. In January the Department intro-
duced limited registry services to Cayman Brac, allow-
ing company owners the opportunity to file and re-
guest various documents at the District Administration
Offices in Stake Bay.

Mr. Speaker, online services at Immigration
will mean a reduction of long lines and wait time in the
Immigration Hall and a lessening of the burden of
cumbersome forms and documents. Customers will
have 24-hour access to fill out forms and make pay-
ments online. It is envisioned that Immigration will be
able to interact with the Health Services Administra-
tion and the Royal Cayman Islands Police Service on
behalf of its clients for medical and criminal records.
However, Immigration does now have access to Na-
tional Workforce Development Agency data relating to
job-seeking Caymanians and it is anticipated that this
will be further improved in the coming year.

From 1 July 2013 to 9 May of this year the
NWDA has found employment for 128 people. Work-
ing with Baraud and the Department of Tourism, a
further 34 people have been employed, bringing the
total of newly employed Caymanians and those with
the right to work without a permit to 162. So far, 500
companies have registered their employment needs
online with NWDA.
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In fact, our first year in office has also seen a
reduction in unemployment. In 2012 unemployment
stood at 10.5 per cent for Caymanians. In 2013, that
number dropped to 9.4 per cent and we intend to see
it drop even further.

You will read in the new Budget that Govern-
ment intends to introduce a portal system that will al-
low traders and citizens to submit declarations for im-
ported goods online.

Government is also continuing to reduce ex-
penditure by taking various Government Departments
out of rented facilities and bringing them to the Gov-
ernment Administration Building.

We are also committed, Mr. Speaker, to es-
tablishing a Central Procurement Office, which will be
responsible for ensuring the transparent and efficient
procurement of goods as well as contract manage-
ment across Government.

Now Mr. Speaker, | turn my attention to the
Sister Islands. | know it must have warmed the hearts
of Madam Speaker and the Deputy Premier to be able
to host the April sitting of this honourable Assembly on
Cayman Brac, for the first time since 2003. It was cer-
tainly a joy for the Deputy Premier whose smile was
only bettered by his pride in having us on the Brac.

The Government is doing all it can to encour-
age tourism on Cayman Brac and Little Cayman. For
starters, improvements made to the Charles Kirkcon-
nell International Airport will mean additional and im-
proved airlift to Cayman Brac and, by extension, Little
Cayman. It is our desire for international flights to go
directly to and from Cayman Brac without passengers
having to traverse through Grand Cayman if that des-
tination is not part of their itinerary.

| am happy to say that tourism in the Sister Is-
lands should get a boost following a Department of
Tourism hosted global meeting on the Brac this past
March for 40 DoT representatives from Canada, Eu-
rope, the UK and Western and Central United States
for four days. They had local interaction, took tours
and the Islands received excellent exposure. | want to
thank the Deputy Premier and Tourism Minister for his
vision in hosting this important event.

In addition to the generation of much needed
economic activity in Cayman Brac, the possibility of
three new marinas may also constitute a tourism
draw. Plans for Marinas have been presented for con-
sideration and Government is working with the devel-
opers and is hopeful that these will come to fruition in
the not-too-distant future.

We hope that Sports Tourism takes hold on
the Brac, so much so that we have committed to see-
ing that the Sports Complex on Cayman Brac is im-
proved to FIFA standards, which will give us the ability
to have visiting teams play on a top-notch surface. We
are completing a running track, entrance and exit ac-
cess, warm up and field event area, changing rooms,
hard courts and a swimming pool. The site has al-

ready become a weekend Mecca for hundreds of
families who gather at the playground, which a private
individual donated to Government. While we know
that tourism will have a positive impact on the econo-
my of the Sister Islands and bring much-needed jobs,
we also know there are things this Government can
do to improve the welfare of our residents on Cayman
Brac and Little Cayman.

| was happy to be a part of the Agricultural
Show on Cayman Brac this year along with my staff.
The displays of local crafts, produce, livestock and
booths was proof that agriculture is alive and well in
the Cayman Islands. | am happy to report that the Ag-
riculture Grounds on the Bluff will be home to a new
slaughter and butchering facility. Farmers will be re-
quired to slaughter at the facility, but they will have the
option to butcher and retail their product either at the
facility or at their own place of business, provided it
meets and maintains standards of sanitation and safe-
ty.

I am encouraged by the growth in the agricul-
ture sector on Cayman Brac with the imminent intro-
duction of a goat farm that will produce milk, cheese
and meat and the efforts of a visitor resident to exper-
iment with food producing plants not normally found in
these Islands. | congratulate the entrepreneurs in the
Sister Islands who have found ways to further en-
hance the diversity of agriculture in Cayman Brac.

In another effort to lighten the economic load
on residents of the Sister Islands, the Progressives-
led Government will continue the 100 per cent duty
waiver on building materials imported to Cayman Brac
and Little Cayman, the import duty concessionary rate
of 12.5 cents per gallon for the importation of motor
gasoline to Cayman Brac and the 100 per cent waiver
on stamp duty for the purchase of land on Cayman
Brac.

Mr. Speaker, back on Grand Cayman, Gov-
ernment has constituted a team that is looking holisti-
cally at revitalising the downtown area in keeping with
our Manifesto pledge. We have already approved
road works and the team is studying what is needed
to bring this area back as an economic hub, including
residential, retail and commercial use. While the revi-
talisation exercise takes into consideration the impact
of the proposed Cruise Berthing Facility, it is seen as
an independent project that must be implemented for
downtown to become re-energised and to once more
play the important economic and vibrant role that any
proud capital should. Once Government has the
team’s recommendations, public discussion will follow
with an aim to start implementation by the fall of this
year.

We are cognisant of the lack of parking spac-
es in the capital city, including this Legislative Assem-
bly where the public is encouraged to attend sittings to
see Government at work. Plans are in the works for
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improved parking as well as a new park and market at
the former Tower Building site.

We want to make George Town more rele-
vant, not just to visitors, but to Caymanians and those
who make Grand Cayman their home. The Progres-
sives-led Government believes that it is of critical im-
portance that the downtown not be allowed to die, but
that it regains its once pre-eminent status as a hub of
economic, commercial and social activity. There is
simply no reason why George Town should roll up the
sidewalks as the last cruise ship sails over the horizon
each day.

The Progressives-led Government will pro-
pose legislation to amend the Development and Plan-
ning Law to ensure that downtown George Town is
developed with a modern Caymanian feel throughout.
We want to be able to draw new restaurants and
businesses back to George Town and for property
owners to have the ability to eventually refit some
buildings for apartments for residential use or develop
new living spaces. It is our plan to make downtown
George Town more pedestrian friendly with wider
sidewalks, trees, benches and one-way or no traffic.

During the different phases there will be the
added benefit of new jobs, companies getting con-
tracts and new businesses encouraged to start or
move to George Town. It's all about enhancing the
experience of the Capital.

Mr. Speaker, we all know that the Financial
Services Industry is the strongest pillar of our econo-
my. The Progressives-led Government will continue to
maintain its positive relationship with Cayman Fi-
nance. We signed a Memorandum of Understanding
(MoU) with Cayman Finance last year, giving us new
momentum in promoting the Cayman Islands as a top-
performing financial services jurisdiction. The MoU
solidifies the dialogue between private and public sec-
tors as one unified voice. As a result, the membership
of Cayman Finance has grown, ensuring more organi-
sations are properly represented in discussion on im-
portant initiatives that could affect the industry.

The Minister of Financial Services has been
working closely with Cayman Finance including at-
tending a breakfast seminar in New York City this past
January where about 150 attendees heard him dis-
cuss Cayman’s latest regulatory improvements.

The Ministry of Financial Services is hard at
work on modernising Cayman’s intellectual property
regime, which will entail new legislation dealing with
copyright and trademarks protection. While there will
be a cost associated with increasing the capacity of
the General Registry to introduce direct registration of
trademarks, this is forecast to be offset by an increase
in revenue relating to these services.

Modernisation is important as part of our in-
ternational obligations and is being supported by the
Foreign and Commonwealth Office and the United
Kingdom Intellectual Property Office.

Speaking of international obligations, to keep
in line with evolving global standards, Cayman contin-
ues to implement automatic information exchange for
tax purposes. This includes the implementation of
FATCA (Foreign Account Tax Compliance Act) as an
Automatic Exchange of Information initiative (AEOI).
Government’s approach to AEOI was agreed with the
financial services industry, with the understanding that
there would be a significant cost to implement the
necessary AEOI systems.

The Ministry is pursuing the centralisation of
trade licensing functions such as trade and business
licensing, liquor licenses and tobacco licenses in an
effort to convert the different systems into a single
system that is more efficient and effective.

Late last year, Government tasked a commit-
tee to review the Liquor Licensing Law and the mora-
torium that is in place on the issue of new licenses.
While work on an amendment to the Liquor Licensing
Law is still ongoing, the Liquor Licensing Review
Committee has recommended that the moratorium be
lifted. This recommendation will be discussed in Cabi-
net shortly. However, the proposal is for the moratori-
um to be lifted in July so that new applications can be
heard at the September meeting of the Board.

Mr. Speaker, the Progressives-led Govern-
ment has an increased focus on enforcement to en-
sure a level playing field in local commerce. As an
example, our Government has successfully passed
the Contracts (Rights of Third Parties) Law, which al-
lows persons who are not direct parties to a contract
to enforce the contract’s provisions.

The Exempted Limited Partnership Law has
also been passed and introduces increased flexibility
for partners to determine their affairs. It also includes
some concepts, such as transfer by continuation and
registration of foreign limited partnerships, used in the
Companies Law. It is expected that the law will en-
hance the Cayman Islands as a domicile for partner-
ship formation.

The Directors Registration and Licensing Law
passed at the last meeting of this House introduces a
regulatory framework for directors, which addresses
improvements discussed with the industry for the past
few years. Anticipated revenue from the fees associ-
ated with these licenses and registration will result in a
decrease in central government’s required contribu-
tion to Cayman Islands Monetary Authority (CIMA).

Other legislation we have been successful in
getting approved includes the National Conservation
Law, the Standards in Public Life Law and Phase One
of Immigration Reform.

The Completion of Phase One of Immigration
Policy Reforms resulted in comprehensive amend-
ments being made to Immigration legislation in Octo-
ber of last year. These included changing the term
limit from seven to nine years for all workers; abolish-
ing the key employee mechanism; creation of a new,
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stricter, permanent residence points system that fo-
cuses more closely on the needs of the Cayman Is-
lands and making the appeals process more robust.

The legislative changes also dealt with the
problem of some 1,500 Term Limit Exemption Permits
expiring at one time and the economic impact that
would have resulted if all those workers had to leave
the Islands immediately.

Phase Two of Immigration Policy Reform is
under way and focusing on the work permit system. A
review team is looking at ways of improving efficien-
cies in the work permit application process, including
the introduction of online applications and ways to
ensure that Caymanians have access to available
jobs.

Mr. Speaker the Progressives-led Govern-
ment continues to support new business and devel-
opment. The opening of Health City Cayman Islands
in February in East End ushered in a new economic
pillar for the Cayman Islands—Medical Tourism. It is
anticipated that the number of tourists will significantly
increase as patients and their families come to the
Cayman Islands for healing and care. It means more
money for our economy as there is immediate impact
on Cayman Airways, hotels, hire car businesses, res-
taurants, shops, attractions and more.

Health City Cayman also means jobs for
Caymanians and once the medical school is open, it
will mean added educational opportunities for Cay-
manians who want to enter the medical field. We also
believe that there will be many spin-off businesses
that develop because of the new hospital.

Ironwood Development on Frank Sound Road
in the District of North Side will be a residential golfing
community. A memorandum of understanding has
been signed between Government and the developer
and an agreement has been reached with the National
Trust on the route of the East West Arterial leading
from Hirst Road in Savannah to the development site.
Negotiations with the Developer with respect to fund-
ing and construction terms are ongoing and proving
positive. Importantly, the Foreign and Commonwealth
Office is aware of the agreement and supports contin-
uing negotiations.

The next step is to secure a Strategic Busi-
ness Analysis and Value for Money Report. The thesis
of the arrangement is that the cost of the road will be
paid for by duties and taxes generated by the devel-
opment. We wholeheartedly believe completion of the
East West Arterial will spur other developments along
the corridor. By this summer the deal should be well in
hand and the design of the road should be finalized.
Barring any unforeseen events, Government antici-
pates construction to begin in the latter part of this
year.

Another positive step in development will be
the Gran Palazzo, a major Caymanian-owned water-
front condominium complex to be constructed on the

North Sound side of West Bay Road. The Govern-
ment has been working with the developer to ensure
that this quality project proceeds quickly. Construction
of this high-end, 126-unit development is expected to
start before the end of the year and to create 250 jobs
during its five-year build out.

Work on the Dart owned Kimpton Hotel pro-
ject is proceeding well and the build-out of Camana
Bay continues apace. Both projects are creating em-
ployment and welcomed economic activity in Grand
Cayman. The Government is hopeful that it will reach
agreement with the Dart Group over the course of the
next few months on a range of other projects which
will further spur economic activity.

Progress continues on the procurement of the
proposed cruise berthing facility. The Environmental
Impact Assessment began in May this year and is be-
ing conducted by W F Baird and Associates and Bolas
Engineering. Increasing cruise numbers show us the
need to get on with this project. We've already seen
21,978 additional cruise ship passengers in the first
four months of this year (677,663, compared to
655,685 in the same time frame last year).

Anyone who has flown in and out of Owen
Roberts International Airport recently can see that
work continues to make our residents and guests
comfortable with expanded waiting areas. The latest
arrival statistics show we have had an increase of
10,754 more visitors than in the same timeframe last
year. That 2 per cent increase means more visitors
bringing income to help support our economy.

Given the challenges to accommodate the
growing number of air arrivals, over the course of the
next few months the Cayman Islands Airports Authori-
ty will put up temporary structures to increase pas-
senger capacity in the departure area as well as put
additional officers in place for Immigration and Cus-
toms.

The Outline Business Case and Master Plan
for Phase One were completed very recently and the
Request for Proposal and architectural and engineer-
ing design is projected to be released in August. The
next step in the process is to seek Cabinet's approval,
which will clear the way for public consultation. A se-
ries of public and private sector stakeholder meetings
will be planned and at the completion of the consulta-
tion process, the final document will be returned to
Cabinet for approval. Our plan is to tender the award
for that design in September and issue the tender for
construction of Phase One in early 2015 to extend the
departure area.

Mr. Speaker, just five months after we were
elected into office, the Progressives-led Government
brought the National Conservation Bill, 2013 to the
Legislative Assembly for debate and passage. Again,
this long awaited legislation had been batted about by
other administrations, but it is this Administration that
had the political will to bring it forward and entertain
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discourse from all sides in this Honourable House to
get this important law approved unanimously.

The remaining hurdles to the implementation
of the legislation will be overcome at this meeting of
the House when the necessary amendments are
made to the Animals Law and the Plants (Importation
and Exportation Law).

We cannot however, talk about the environ-
ment without addressing waste management and
specifically landfill issues on all three Islands.

The Strategic Outline Case for the George
Town Landfill has been completed and the Ministry’s
Steering Committee for the Integrated Solid Waste
Management System (ISWMS) will continue its work
on the procurement of the system for the Cayman Is-
lands. During the course of the 2014/15 Financial
Year, the Ministry will deliver a National Solid Waste
Strategy to guide the work of the ISWMS committee.
In addition, an Outline Business Case will be complet-
ed to identify the preferred project option for the
ISWMS, with the goal of having a functioning ISWMS
in place for all three Islands in 2016.

Operations at the George Town Landfill will be
enhanced with the acquisition of much-needed
equipment, replacing a fleet that is in a state of disre-
pair and sometimes well beyond its useable lifespan,
as well as increasing funding for operational require-
ments to ensure that best practice can be followed to
the greatest extent possible.

Part of replacing that fleet occurred in Febru-
ary when Government took delivery of three new 25-
cubic-yard garbage trucks, which have alleviated de-
lays in residential garbage collection caused by
equipment shortage. We were successful over the
past year in removing about 6,000 tonnes of scrap
metal from the George Town Landfill and receiving
about $500,000 from its sale. A second shipment is
slated to be taken away later this year from Little
Cayman, Cayman Brac and Grand Cayman.

Recycling efforts continue at the George
Town Landfill as work is being done on the ISWMS.
The Department of Environmental Health is continuing
to research and identify new recycling programmes
and explore markets for mulch, cardboard, plastic,
pallets and paper.

Mr. Speaker, | would like to take this moment
to remind residents and visitors that DEH does have
large blue recycling bins strategically placed in all dis-
tricts of the Cayman Islands. While it is Government’s
duty to maintain garbage pickup and disposal ser-
vices, it is incumbent on each of us to be mindful of
what we are pitching in the waste bin and what we
should be recycling.

As we are becoming more aware of the terms
reduce, reuse, and recycle, we are also mindful of our
use of fossil fuel to generate electricity. Government is
looking into using solar energy and LED bulbs to re-
duce energy costs and our own carbon footprint in

government buildings. There are already many indi-
vidual homeowners and strata corporations that have
adopted solar and LED technology to limit their use of
fossil fuels and | would encourage more of us, as indi-
viduals and businesses, to look into this technology.

Now that Government has allowed reduced
duty on electric motor vehicles, we are also seeing
more and more electric cars on our roadways, which |
applaud. It was under the PPM’s previous administra-
tion that these vehicles were made legal.

But many of us still drive vehicles that require
petrol. While our Petroleum Industry has self-
regulated in the past in a number of areas, including
the quality of fuel imported and marketed in Cayman,
the recent fuel report identified some gaps that need
to be addressed. Government is looking at policies
focused on all grades of imported fuel. We realise that
fuel quality standards and controls are needed, which
will not only ensure motorists are getting what they
pay for, but will also pave the way for Cayman to be
more proactive in its role in reducing greenhouse gas-
es emissions, thus reducing air pollution. While the
policies are being developed, Government has em-
barked on periodic random sampling of imported fuel.

A formal complaint process is also being de-
veloped to ensure quality and structured information is
provided to us in regard to fuel issues so Government
can take quick, effective action. Ultimately, this Gov-
ernment is committed to exploring all avenues to en-
sure the main concerns related to fuel are addressed
in the short to medium term to bring much needed
relief in this area to consumers across the Cayman
Islands.

A healthy environment goes hand-in-hand
with the health and wellbeing of our people. The
Health Services Authority will issue a Request for
Proposals for an overseas partner to enhance the ca-
pacity, both administrative and clinical, of the HSA
through a partnership to facilitate additional training
opportunities for staff, enhanced access to certain
services, and opportunities to maximise efficiencies
through partnering with a larger overseas provider.

The Ministry of Health will partner with the
Pan American Health Organisation to move the Na-
tional Health Policy and Strategic Plan from “plan” to
action by identifying action plans and associated im-
plementation steps for each of the Health Policy’s ob-
jectives.

The Minister will also present a Cancer Regis-
try Bill, making it mandatory for healthcare labs and
physicians to report the incidence of cancer in resi-
dents to the confidential cancer registry. This will help
to ensure that the Cayman Islands gets an accurate
picture of the incidence of cancer, the most prevalent
types of cancer, and data to help guide prevention
efforts and investments in services and medical
equipment.
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Mr. Speaker, the Progressives-led Govern-
ment is also breathing new life into a concept begun
by the previous PPM administration more than four
years ago: the Cayman Islands Disability Policy. It is
expected that Cabinet will get this policy in the upcom-
ing fiscal year. Once it is approved, complementary
legislation, such as the Education and Labour laws,
will be reviewed. My Administration is committed to
championing this policy and the forthcoming associat-
ed legislation.

Another area that must be addressed again
by this Administration is that of mental health. Under
our last Administration in 2005-2009, we completed
the necessary groundwork to carry forward a pro-
posed Mental Health Strategic Framework. Unfortu-
nately, it was one of the first items cut out of the
budget under the UDP Administration. We promised
again in our more recent Manifesto to work toward
addressing the needs of those who need mental
health care. | do know that we have to get more pro-
fessionals in our schools, working with our youths to
stem problems before they become too serious.

In my own Ministry of Community Affairs, we
have adopted a holistic approach to addressing hu-
man needs and ensuring that human development
remains a priority for the country. This is achieved
through innovative legislation, policies, services and
programmes to accomplish positive social develop-
ment.

During the upcoming financial year, the Min-
istry will undertake to develop the Poor Persons Relief
Regulations; continue to review the Seaman’s and
Veterans ex-gratia benefit; monitor and evaluate the
Department of Children and Family Services review
implementation plan; pass the Adoption of Children
Regulations; continue to provide social work services
to families in respect to custody, adoption, care and
protection matters, juvenile delinquency, domestic
abuse and elderly care; and provide public education
on a range of family matters as well as the ongoing
management of the various Homes the Department
currently operates.

The Department will also be focused on en-
suring compliance with all aspects of the Children
Law, 2012 Revision.

The Department will seek to have the National
Elderly Care Policy finalised in order to further
strengthen our Communities. The Community Devel-
opment Unit will continue its efforts in mobilising
community members in addressing matters of concern
within their communities. The Department will also be
undertaking the implementation of the Adoption Law,
2013, once the Regulations are approved by Cabinet.

The Needs Assessment Unit will continue to
assist in developing the Poor Person Relief Regula-
tions, update the criteria listing for financial assistance
to those in need, and address the increasing demand
from the public by providing additional staff.

The Department of Counselling Services will
continue to provide client-focused treatment services
and empowerment programmes throughout the com-
munity; expand the provision of family programmes to
reach more parents in the Cayman Islands in order to
assist them in developing positive and effective par-
enting skills that reduce risk factors and increase pro-
tective factors within their families; strengthen and
improve inter-agency collaboration to ensure quality
services are provided to the broadest cross-section of
the community; reduce duplication of service and in-
crease synergies.

The CAYS Foundation will continue to
strengthen its youth rehabilitation programme, which
focuses on positive youth development. The founda-
tion of the CAYS Model is a caring, personal and in-
teractive approach between youth, families, staff and
community.

In the next year, changes will be made to leg-
islation and policy to, not only enhance the function of
the National Drug Council, but to address the negative
impacts of alcohol and other drugs in our communi-
ties. Targeted legislation includes the National Drug
Council Law, the Prescription Drug Management Law
and the Liquor Licensing Law. Also, in 2014/15 the
NDC will send its National Anti-Drug Strategy to Cabi-
net for approval and implementation. The goal of the
strategy is to significantly reduce the prevalence of
drug use among the Cayman Islands’ population,
thereby minimising social harm and damage to the
well-being of our society. We want to combat the de-
mand for, as well as the availability and distribution of
illicit drugs to, and within, all three Islands.

While Government has the resources to keep
our populace healthy, it is incumbent on us all to en-
sure that we take responsibility for our own health with
the lifestyles that we lead. Mr. Speaker that is why the
Progressives Government encourages all and sundry
to take advantage of the play fields, tracks and sport-
ing facilities in each district as a means to get active.
We have adopted a new Sports Policy, which has the
vision “to improve the lives of all through sports.”

The Youth Ministry’s Inter-ministerial Commit-
tee on Youth Affairs will continue its work on the im-
plementation and coordination of Government's re-
sponsibilities under the National Youth Policy, ensur-
ing that Government enhances its response to the
needs of our youth in terms of achieving the National
Youth Policy’s goals.

The Ministry of Culture, in partnership with the
Cayman National Cultural Foundation, the National
Museum, the National Gallery and other culture
stakeholders, will commence work on the Cayman
Islands’ first National Culture Policy in this fiscal year.

As we continue to attract business and devel-
opment to our shores, as well as ensure we have a
healthy, well-adjusted population, we also need to
make sure that Caymanians are equipped with proper
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knowledge and training. Government acknowledges
the critical importance of a quality education system to
our country’s social and economic developments and
aspirations. We are committed to continuing to invest
in the strategies, resources and training and support
for our educators, to enable us to deliver a world-class
education system, with outcomes that position all of
our citizens for success in further learning, employ-
ment and life.

We celebrate the strides we have made in re-
cent years and over multiple administrations to im-
prove our external examination results; update our
curriculum; to restructure our education system; to
provide an expanding range of externally accredited
technical and vocational subjects and preparation for
the world of work; to introduce new policies and
frameworks to support high standards; to strengthen
early childhood care and education; to provide innova-
tive solutions for our most vulnerable students; and to
tackle underperformance in reading, writing and
mathematics.

We are committed to enhancing the govern-
ance structure for education to ensure that more re-
sponsibility is devolved to our schools, together with
greater accountability for all stakeholders. We are
working to establish a new level of partnership with
the private sector to assist us in these endeavours.

These policy priorities will bring a new focus
and accountability to our National Strategic Plan for
Education and help us to achieve a much needed
strategic shift towards focusing on outcomes we actu-
ally achieve as we pursue the following strategic
goals: strengthening leadership and building national
capacity; building a world class early childhood care
and education system; securing high standards and
improving student achievement; building safer school
communities and promoting inclusion and engaging
parents as partners in their children’s learning.

Just as we are concerned about learning, we
are also cognisant that a new high school is needed in
George Town. We plan to resume construction of the
John Gray High School in the next fiscal year. Be-
cause of budgetary constraints, this will have to be
done in phases. Work will commence first on com-
pleting the Multi-Purpose Hall.

In order to prepare and protect Caymanians
so they can partake in the economic opportunities that
exist in, and are to be attracted to, the Cayman Is-
lands, a national human capital development strategy
is needed to develop local capacity to meet the cur-
rent and future workforce requirements of these Is-
lands. It is the Government’s view that the National
Workforce Development Agency, supported with addi-
tional resources and an appropriate focus, has a key
role to play in helping us to realise this critical goal.
Since coming into office in May last year, the Gov-
ernment has allocated much needed additional re-
sources to what was an inherited, dysfunctional

NWDA, and it is now well on its way to having the staff
it needs to deliver on its important mandate.

Starting in 2015, Labour Force Surveys will be
conducted twice a year. The survey is used to provide
information on the characteristics of people in the
Cayman Islands labour force.

While jobs and education are important for our
Caymanian people, so is the cost of living. To get a
better understanding of the prices of goods, a new
household budget survey will be conducted in 2015 to
update the current Consumer Price Index basket,
which is now six years old.

Mr. Speaker, the Progressives-led Govern-
ment also plans to introduce a minimum wage at a
responsible and economically sustainable level to en-
sure that those on the lower end of the pay scale re-
ceive a minimum expected wage.

Mr. Speaker, while we do all that we can to
help Cayman’s economy improve and grow, help
families and individuals with the matters of life, no one
would want to be here to help us move this country
forward if they did not feel safe.

In the coming year there will be an increased
focus on the collection of Customs duties to facilitate
legitimate trade and control prohibited and restricted
goods into the Islands. The appointment of a new
Customs management team has already proven fruit-
ful with increased confiscation of contraband coming
through our borders, including Owen Roberts Interna-
tional Airport. The leadership team is now making a
real difference.

This Administration has also successfully ad-
dressed the deplorable conditions of holding cells at
the Police stations in West Bay and George Town with
the construction of Custody Suites near Fairbanks
Women’s Prison. The suites are able to house up to
24 individuals in humane conditions.

In the 2014-15 fiscal year the Cayman Islands
Fire Department will see the recruitment of a Chief
Fire Officer and Deputy Chief. It will continue to quick-
ly and efficiently respond to a variety of emergency
situations, including fires, accidents and rescue ser-
vices. During the next fiscal year, the Fire Service will
continue Fire Prevention, Public Education and Train-
ing initiatives as well as the recruitment and replace-
ment of Fire Officers and support staff. The Service
will also strive to meet Fire Inspections of all commer-
cial business, hotels/guest house, bars and restau-
rants.

Mr. Speaker, | assure you, the Progressives-
led Government is going to do all it can to shore up
our front-line positions in Police, Customs, Immigra-
tion and Fire in our unending mission to keep these
Islands safe for one and all.

Mr. Speaker, as we continue to transform the
way our Government functions it is clear that we must
do so with certainty and transparency if we are to
have the buy-in of investors and our own people. Con-
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fidence, as we said a year ago during the election
campaign, is one of the keys to success for the Cay-
man Islands.

Mr. Speaker, | submit to this honourable
Chamber that the Progressives-led Government has
fully lived up to its first campaign pledge to bring back
confidence to Cayman. Today we will take the next
firm steps along the road to prosperity. We will build
on a foundation of sound and responsible manage-
ment of our economic affairs towards a platform of
greater growth. Growth, Mr. Speaker, will be led by
the private sector, in partnership in some undertak-
ings, with the Government.

The face of Government itself will change.
Those who have worked in the delivery of services will
in some cases be given the opportunity to do so as
owners of their own businesses. Those who continue
in a leaner, more efficient organisation will do so safe
in the knowledge that their efficiency and hard work
will be ably rewarded by a system that the country can
afford.

If there is one thing that the global recession
has taught us Mr. Speaker, it is that we cannot contin-
ue to do things in the same old ways without courting
disaster. | therefore invite the Members of this hon-
ourable Assembly and the country on the whole to get
on board. Change, to reflect different times, is inevita-
ble, and it is better for us to manage the change our-
selves than to have it administered as bitter medicine
by others.

It is easy to get caught up in some of the
smaller matters of public affairs when the real deficit is
vision for your country. The Progressives’ vision has
been clearly stated as creating the environment where
people are able to find employment and raise their
families in a happy, safe environment. As a Govern-
ment we do not expect everyone to always agree with
every decision we take to get there, but rest assured
that the pursuit of our vision is always top of mind.

Stabilise, prioritise, energise. That is our
roadmap for the country. In our first year we have
ticked the first two boxes. With continued hard work
and God'’s blessing we shall energise the economy so
that every Caymanian will be able to improve their
quality of life in some way. This is only the start Mr.
Speaker, in the immortal words of Jimmy CIiff; “better
days are coming.”

| thank you, sir.

The Deputy Speaker: | acknowledge the Leader of
the Opposition.

Hon. W. McKeeva Bush, Leader of the Opposition:
Mr. Speaker, | rise under Standing Order 30(1) and
(2) to ask a few short questions.

The Deputy Speaker: So ordered. Short questions,
please.

SHORT QUESTIONS
[Standing Order 30(1) and (2)]

Hon. W. McKeeva Bush, Leader of the Opposition:
Mr. Speaker, on page 4 the Premier talks about in-
creased duty on fuel. | would pose the question: If he
recalls CUC was paid $13 million, which the public
paid back—paid $13 million by him and his Govern-
ment. [Does] he know what the deficit was in 2009,
and what was the cost of government projects, and if
money to carry through the contracts was in govern-
ment's coffers, and why the United Kingdom would
say property, payroll, or an income tax, or VAT, and
that the United Democratic Party and the public re-
jected all of those offerings and dictums of the Foreign
and Commonwealth Office?
That’s one short question, Mr. Speaker.

The Deputy Speaker: A new definition.
Honourable Premier, do you wish to address
that at this time?

The Premier, Hon. Alden McLaughlin: Mr. Speaker,
I know that the Honourable Leader of the Opposition
has been stung by the policy statement, but | would
remind him that he will have a full two hours to re-
spond on Thursday to all of these issues.

The Deputy Speaker: Honourable Leader of the Op-
position?

Hon. W. McKeeva Bush, Leader of the Opposition:
Mr. Speaker, | certainly will have opportunity to talk. |
don’t know if | want to talk two hours. | await to see
what the procedure is going to be on this matter, and
ask a further question later on.

In regard to the statement just given, the
Premier talked about revenue that was raised in 2009
and 2012. He also, on page 5, talked about reduced
debt. Does the [Premier] know, or does he realise,
that the debt in 2005 when he went in office was just
about $158 million; that the projects for at least $106
million for high schools and others increased the bor-
rowing and that the United Democratic Party paid well
over $100 million on those loans since there was no
money in the coffers. Well, that speaks of real good
planning.

[Inaudible interjection]

Hon. W. McKeeva Bush, Leader of the Opposition:
Yes, the question [is], does he recall, or does he
know?

[Inaudible interjection]

Hon. W. McKeeva Bush, Leader of the Opposition:
The question is, does he know? Does he recall?
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The Deputy Speaker: The Honourable Premier wish-
es not to answer at this time.

Hon. W. McKeeva Bush, Leader of the Opposition:
Sorry?

The Deputy Speaker: The Honourable Premier wish-
es not to answer at this time.

Hon. W. McKeeva Bush, Leader of the Opposition:
Of course not.
I don’t know who is stinging who, though.

The Deputy Speaker: Madam Clerk.

GOVERNMENT BUSINESS
BILLS
FIRST READING

APPROPRIATION (JULY 2014 TO JUNE 2015)
BILL, 2014

The Clerk: The Appropriation (July 2014 to June
2015) Bill, 2014.

The Speaker: The Appropriation (July 2014 to June
2015) Bill, 2014, is deemed to have been read a first
time and is set down for second reading.

ANNOUNCEMENT BY THE SPEAKER
HOUSE VISITORS

The Deputy Speaker: Before calling on the Honoura-
ble Minister of Finance, | would like to acknowledge
on my left, past Members of the Legislative Assembly,
also two of our former Speakers: Dr. the Honourable
Linford Pierson, and the Honourable Mary Lawrence.
Thank you for your attendance.

This Bill has been read a first time and is set
down for second reading.

BILL
SECOND READING

APPROPRIATION (JULY 2014 TO JUNE 2015)
BILL, 2014

The Clerk: The Appropriation (July 2014 to June
2015) Bill, 2014.

The Deputy Speaker: Honourable Minister of Fi-
nance.

Hon. Marco S. Archer: Thank you, Mr. Speaker.

| beg to move the second reading of a Bill en-
titted The Appropriation (July 2014 to June 2015) Bill,
2014.

The Deputy Speaker: So ordered.
Now that the Bill has been moved, does the
Minister wish to speak thereto?

BUDGET ADDRESS
MAINTAINING THE PATH OF FISCAL PRUDENCE

Hon. Marco S. Archer: Thank you, Mr. Speaker.

It is my pleasure to rise today to speak to The
Appropriation (July 2014 to June 2015) Bill, 2014.

Last October when | presented the Govern-
ment’'s Budget for the current 2013/14 financial year |
spoke of how the Government would, as a matter of
policy, be managing the country’s economic growth by
practicing fiscal prudence. Today, Mr. Speaker, | am
pleased to report that we have made much progress
in this area and the Government is well on its way to-
wards achieving our desired financial targets. Hence |
have entitled my address today — “Maintaining the
Path of Fiscal Prudence”.

| would compare Government's finances to
that of a long journey and draw reference to the an-
cient Chinese proverb, “A journey of a thousand miles
begins with a single step.” The financial management
issues which led to the imposition of the Framework
for Fiscal Responsibility (FFR) did not arise overnight
and it is not reasonable to expect that they will disap-
pear overnight.

We must recognise and acknowledge the mis-
takes of the past and then set about correcting them
in a manner that minimises the risk of reoccurrence.

Mr. Speaker, consistent with the Strategic Pol-
icy Statement Tabled in the House on 21 November
2013, the Government’'s 2014/15 Budget is based on
four guiding policy strategies:

1. Prudent financial management.

2. Facilitate private sector economic growth.

3. An educated, work ready populace.

4. Develop and modernise our infrastructure.

The Public Management and Finance Law in-
cludes the FFR at its Schedule 6, and prescribes a
specific set of fiscal parameters within which the Gov-
ernment must operate its financial affairs. Last year,
we agreed that the Cayman Islands Government
would achieve compliance with all of these targets by
30 June, 2016, and this 2014/15 Budget represents
two years in the three-year plan towards full FFR
compliance.
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Mr. Speaker, prudent financial management is
at the centre of this strategy to achieve FFR compli-
ance and involves:

1. Strict expenditure control.

2. Enhanced revenue collection and man-

agement.

3. Stringent cash management to build re-

serves.

4. Proactive debt management to reduce the

public sector debt balance.

The 2014/15 Budget expands on all of these
points. In line with the FFR, the 2014/15 Budget will
reduce the tax burden of the private sector, continue
the downsizing of government and further reduce our
debt burden. All of these are expected to provide the
private sector with more resources and generate a
multiplier effect that will re-grow the middle class and
facilitate more robust economic growth over the medi-
um term.

Mr. Speaker, the revenue burden as indicated
by the ratio of the central government’'s revenue to
nominal GDP was 23.6 per cent in fiscal year
2012/13. This increased marginally in fiscal year
2013/14 to 24.0 per cent of GDP due to the impact of
the revenue measures that were implemented starting
from 2012. For fiscal year 2014/15, the aim of fiscal
policy is to reduce the revenue burden to 23.2 per
cent of GDP. This will be realised by reducing the
rates of particular taxes. | will speak on this in greater
detail in the latter part of my speech.

The government continued to downsize in fis-
cal year 2013/14 as evidenced by the decline in total
spending at 22.0 per cent of GDP compared to 23.4
per cent of the previous fiscal year. For fiscal year
2014/15, the aim of fiscal policy is to further curtail the
central government’s expenditure to 20.7 per cent of
GDP. Consequently, the debt burden of the govern-
ment declined in fiscal year 2013/14 to 20.2 per cent
of GDP from 22.0 per cent in fiscal year 2012/13. For
fiscal year 2014/15, we intend to further reduce the
debt burden to 18.5 per cent of GDP.

With respect to developing and modernising
our infrastructure, along with providing world-class
educational opportunities at every level, everyone will
agree that our long-term economic development is
dependent upon our ability to maintain and upgrade
our country’s physical infrastructure. The Government
has identified five such projects that will be pursued
as a matter of priority:

1. The George Town Cruise Ship Berthing

facility.

2. Owen Roberts International Airport Ter-

minal upgrades.

3. George Town revitalisation.

4. Extension of the east-west arterial road.

5. A new solid waste management facility.

2013/14 FINANCIAL FORECASTS

Mr. Speaker, | will spend a few minutes to ex-
plain the forecast financial results for the current
2013/14 fiscal year as they form the basis for the fi-
nancials in the 2014/15 Budget.

As at 30" April 2014, the forecast operating
surplus for the financial year ending 30 June 2014, is
$108.1 million. This figure represents a $7.9 million
positive change to the operating position when com-
pared to $100.2 million in the approved 2013/14
Budget. The change in operating position is mainly
due to higher than expected operating revenues. Mr.
Speaker, | find it important to explain why the Gov-
ernment’s forecast Operating Surplus for the 2013/14
fiscal year does not mean that same amount is avail-
able for use at the end of the fiscal year.

The Cash-Flow Statement for the 2013/14 fis-
cal year indicates that the normal operating activities
of the government—that is, its ordinary recurring rev-
enues minus its recurring expenditures such as Per-
sonnel costs, interest expense on past borrowings
and cost of supplies and consumables—are expected
to generate positive cash flows during the 2013/14
year of $119.2 million. This $119.2 million is used to
fund Capital Expenditures and Equity Investments—
such as the cost of road-works and providing assis-
tance to statutory authorities and government-owned
companies. Capital Expenditures and Equity Invest-
ments are expected to reduce government’s cash bal-
ances by $41.2 million during the year to 30" June
2014.

Therefore, the $119.2 million derived from
government’s operating activities is reduced by $41.2
million, to become $78.0 million. However, it is neces-
sary to go on to consider the fact that government has
to make debt principal payments during the year, in
respect of borrowings made in the past. For the
2013/14 fiscal year such financing activities result in a
further cash outflow of $24.2 million. When this latter
amount is subtracted from the $78.0 million, just men-
tioned, government’s cash balances are expected to
increase by $ 53.8 million in the year to 30" June
2014.

Mr. Speaker, this does not mean that the gov-
ernment is able to spend the $53.8 million increase in
cash balances that are expected to arise during the
2013/14 year because government has to build-up its
cash balances to a sufficient level by 31 December
2015 to cover 90 days of its normal recurring operat-
ing expenditures.

Again, the net operating cash flows are fore-
cast to be $119.2 million which will be used to fund
Capital Investments of $41.2 million; make principal
debt repayments of$24.3 million and build our cash
reserves by $53.8 million.
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The revised revenue forecast of $652.1 million
is $7.4 million more than the $644.7 million in the
2013/14 approved budget and is due mainly to eco-
nomic growth and greater efficiency in collecting reve-
nue.

The forecasted 2013/14 operating expenses
of core government is $547.7 million or $1.7 million
lower than the $549.4 million originally budgeted in
2013/14. This resulted from a deliberate and concert-
ed effort of the Government to carefully manage its
expenditure within the approved limits. Therefore,
Personnel Costs are forecast to be $3.3 million less
than budgeted as a result of a deliberate effort to cen-
tralise the approvals for the recruitment of staff along
with careful scrutiny to ensure that agencies are only
hiring to fill critical vacancies.

Mr. Speaker, financing expenses are forecast
to be lower than the original 2013/14 budget by $0.8
million due to limited use of the $46 million operating
overdraft facility and successfully negotiating lower
interest rates in November 2013 to reduce interest
expense by $6.2 million over ten years on five out-
standing loans with balances totalling $102.7 million.

These savings were partially offset by in-
creases in other areas, most notably in outputs from
non-government output suppliers; and net surplus of
statutory authorities and government owned compa-
nies.

Outputs from non-government output suppli-
ers is forecast to increase by $1.5 million, mainly due
to increased costs for the provision of overseas medi-
cal care to qualified persons who have exceeded their
health insurance benefits or who have no health in-
surance. The net surplus of statutory authorities and
government owned companies (SAGCSs) is forecast to
be $3.7 million. This is approximately $1.3 million less
than the $5.0 million surplus projected in the budget
and can be directly attributed to the delayed imple-
mentation of new legislation which provides a new
revenue stream for the Cayman Islands Monetary Au-
thority (CIMA). However, | am happy to report that this
legislation was approved by the Legislative Assembly
during our April 2014 meeting and will shortly come
into force allowing CIMA to collect the additional reve-
nue.

Cash flow during the first half of fiscal year
2013/14 was positively impacted by the $10.0 million
received from statutory authorities as part of the Entire
Public Sector Cash Management initiative where
SAGCs placed surplus cash on deposit with the
Treasury. This initiative significantly reduced the core
government’s use of the bank overdraft facility allow-
ing the Government to save approximately $86,000 in
external financing costs after paying interests to the
SAGCs.

In addition, SAGCs were encouraged to work
with each other to facilitate foreign exchange transac-
tions and reduce any potential losses from the buying

and selling of foreign exchange via commercial banks.
At the end of April 2014 this had resulted in approxi-
mately $54,250 in savings on foreign exchange trans-
action costs thereby highlighting the need for greater
collaboration between SAGCs or the introduction of
legislative provisions if necessary.

These are two examples of how the Govern-
ment has improved efficiency of its cash management
operations resulting in lower expenditures. We will
continue with these initiatives in 2014/15 and seek
further innovative ways to improve the expenditure
savings.

As a result of the increased revenues and re-
duced operating expenditure, the 2013/14 closing
cash balance is $173.6 million, $11.6 million more
than the $162.0 million forecasted in the approved
2013/14 budget.

Mr. Speaker, overall the Government has
prudently managed its finances in 2013/14 and is on
track to exceed its budget targets for FFR compliance.
For 2014/15 we will build on this positive momentum
as we push forward in our journey to achieving full
FFR compliance by 30 June 2016.

ECONOMIC OUTLOOK
World Economy

In its April 2014 World Economic Outlook, the
International Monetary Fund has reported that the
global economy is improving. Global demand im-
proved in the second half of 2013, which increased
global output by 3.0 per cent, slightly lower than the
3.2 per cent recorded in the preceding year. The ad-
vanced economies expanded by 1.3 per cent, slightly
weaker than the 1.4 per cent growth recorded in 2012,
while emerging and developing countries recorded a
4.7 per cent growth, slightly lower than the 5.0 per
cent growth recorded in 2012.

Global economic output is expected to
strengthen to 3.6 per cent in 2014 with the advanced
economies, the main markets for Cayman’s financial
and tourism services, also projected to turn in higher
economic performance, growing at 2.2 per cent in
2014.

Looking at Performance Forecasts for the
Cayman Islands in 2014/15, GDP Growth during
2013, our economic output increased by 1.2 per cent
as compared to 1.4 per cent recorded in 2012 and 0.9
per cent in 2011. Growth in 2013 was generated
largely by the service sectors led by: 1) hotels and
restaurants, 2) transport, storage and communication,
3) real estate, renting and business activities, and 4)
financing and insurance.

Strong growth of 7.4 per cent in stay-over
tourism boosted the performance of the hotels and
restaurants sector by 6.6 per cent as well as transpor-
tation, storage and communication sectors which grew
by 2.4 per cent. The latter was also facilitated by a
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higher volume of cargo transportation despite a reduc-
tion in cruise transport. Also, an expansion in the
broadband market supported marginal growth in tele-
communication activities.

The financing and insurance services sector,
which accounts for the largest share of GDP, is esti-
mated to have expanded by 1.7 per cent in 2013
compared to 2.0 per cent in 2012. Value added from
insurance services rose by 7.5 per cent in 2013 as the
increase in gross premiums outweighed net claims.
For the same period, higher interest income indicated
modest growth in the local banking sector.

Value added in the real estate, renting and
business activities sector is estimated to have in-
creased by 1.3 per cent, as both business services
and real estate activities were enhanced by higher
registration of companies and property transfers dur-
ing the year.

However, some sectors declined in 2013.
Value added for government services contracted by
1.5 per cent due mainly to the combined effects of
lower staff levels and reduction in capital expenditure.
Wholesale and retail trade activity also declined by 2.1
per cent as indicated by the imports of non-oil related
goods after adjusting for inflation. Therefore, based on
the economic performance of 2013 and the forecast
for 2014, GDP growth for the fiscal year 2014/15 is
estimated at 2.0 per cent.

Looking at inflation, in 2013, consumer prices
rose on average by 2.2 per cent, as compared to 1.2
per cent in the preceding year. All major categories in
the CPI basket had higher inflation rates except for
housing, utilities, recreation and culture. The forecast
inflation rate for fiscal year 2014/15 is 2.0 per cent
based on projected higher global prices of non-oil
commodities, and a marginally higher inflation fore-
cast for the USA, our largest trading partner.

With respect to employment, Mr. Speaker, in
2013 a smaller population and a lower labour force
participation rate led to a decline in the labour force by
0.8 per cent to settle at 38,483. The total number of
persons employed declined by 0.9 per cent to 36,070
persons, due mainly to the 6.7 per cent reduction in
non-Caymanian employment as the number of Cay-
manians employed improved by 6.1 per cent. The
overall unemployment rate deteriorated modestly to
6.3 per cent. The unemployment rate for Caymanians
in October 2013 fell to 9.4 per cent from 10.5 per cent
in 2012.

In 2014, the overall unemployment rate is
forecast to fall slightly to 6.1 per cent. Consequently,
the forecasted unemployment rate for fiscal year
2014/15 is placed at 6.0 per cent, an improvement
from 6.2 per cent for fiscal year 2013/14. To improve
the frequency of unemployment statistics the Gov-
ernment has budgeted for two labour force surveys in
each fiscal year commencing in October 2014.

Turning now to our current account, in 2013,
merchandise imports rose to $774.5 million, 2.1 per
cent higher compared to a year earlier. The growth
was largely a result of the higher value of fuel imports
and non-oil consumer goods. The country’s current
account deficit was estimated to have narrowed by 1.3
per cent to $479.5 million or 18.0 per cent of GDP in
2013 due mainly to an increase in the inflow of funds
arising from higher visitor expenditure and business
services.

In 2013, estimated inflows from visitor ex-
penditures dominated the inflow of funds. This was
estimated at $409.7 million, higher by 2.4 per cent
from a year earlier due to strong growth in air arrivals
despite a slump in cruise arrivals. Meanwhile, re-
ceipts from financial services were estimated at
$405.7 million, an increase of 1.8 per cent as new
company registrations rebounded from the decline a
year earlier. Also, workers' remittances abroad were
marginally lower as foreign employment decreased.

In fiscal year 2014/15, higher projected im-
ports and remittances are estimated to outweigh tour-
ism and financial services receipts from abroad.
Nonetheless, the current account deficit is not ex-
pected to exceed 17.9 per cent of GDP due to eco-
nomic expansion.

ECONOMIC TOOLS

Mr. Speaker, a country’s ability to influence
the level of economic activity nationally is directly re-
lated to the number of economic tools it has at its dis-
posal. The difficulty for Cayman is that, unlike many
other economies that employ a combination of mone-
tary policy and fiscal policy to stimulate and influence
economic activity, successive Caymanian Govern-
ments’ economic policy has been limited to fiscal poli-
cy only. This is limited even further with indirect taxa-
tion only, by which to influence or stimulate economic
activity, employment, and Government revenues. In
addition, the FFR further restricts any fiscal policy ac-
tions we may wish to take as the FFR specifically lim-
its our expenditure and ability to borrow. Consequent-
ly, we rely on a system of indirect taxes for revenue
which is derived from a myriad of coercive revenue
measures, of which financial services fees, import du-
ties and work permit fees account for the vast majority
of the indirect tax revenue.

Our country’s economic policy has always
been to encourage growth and development in order
to provide employment and generate the level of eco-
nomic activity necessary to meet the ever increasing
demand for revenue by successive Government ad-
ministrations. This may be attributed to the impact of
our international obligations and market forces within
the domestic economy as well as the social and eco-
nomic policies of successive Government administra-
tions.
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Whether our government expenditure is fi-
nanced by taxes or borrowing, what really matters is
the size of government, as this ultimately affects how
much of our country’s resources are reallocated to the
public sector. How efficiently this is carried out will
always be the question for debate. However, our goal
ought to be that we control government expenditure
so that it grows at a slower rate than the overall econ-
omy for any given period. This is the only way of
avoiding the risk of increased taxation or deficit
spending financed by borrowing.

In other words, the projected rate of growth for
nominal GDP should always exceed the rate of growth
for government expenditure for any given period. Over
time, the relative size of government to the economy
will decline, allowing for private sector growth and
greater efficiency in the allocation of resources and
employment of the factors of production by the private
sector instead of the public sector. This approach, if
adopted by successive Governments should have
several advantages over the fixation on balanced
budgets or debt balances.

The advantages are as follows:

1. It focuses on the problem of excessive
Government rather than the symptom of
higher taxes, bureaucracy or deficit
spending.

2. Government has the power to control the
growth of its spending through privatiza-
tions and implementation of policies. The
current approach of surplus budget re-
quirements puts Government at the mercy
of international economic forces, causing
large and unpredictable fluctuations in tax
revenue.

3. Spending can still grow at the rate of infla-
tion, even in an economic downturn and,
therefore, is more politically sustainable.

Mr. Speaker, looking at the economic stimulus
package that we unveiled this morning, the size of our
population, geographic location and economic struc-
ture contribute towards the cost of doing business and
living in our beloved Cayman Islands. This Govern-
ment is acutely aware of the financial pressures
placed on everyone and we are working on sustaina-
ble solutions to help reduce these costs while also
bolstering our economic viability.

The prolonged challenges that the Cayman
economy faced over the past several years, particular-
ly in the labour market, placed severe strains on our
citizens and residents alike. The unemployment rate
increased from 4.0 per cent in 2008 and was last
measured at 6.3 per cent in 2013. The proportion of
employed persons in the middle-income brackets
(those earning between $28,800 to $86,388) declined
from 44.3 per cent in 2008 to 40.2 per cent in 2013. At
the same time, those earning below this bracket in-

creased in proportion from 44.6 per cent to 47.3 per
cent.

These trends can be directly associated with
the slow recovery of the economy: GDP growth has
not been strong enough to jump-start a recovery in the
labour market for a greater number of jobs and im-
provement in earnings. Consequently, the middle
class has shrunk, dampening the growth of domestic
demand and curtailing the ability of the economy to
expand at a more robust pace.

However, Government’s actions alone cannot
fully solve this problem as the structure of the Cayman
Islands economy limits the tools that are available to
the Government to intervene in the economy. For
instance, we do not have a Central Bank which con-
trols interest rates, foreign currency exchange rates or
the levels of liquidity and capital in domestic financial
markets. In addition, as stated earlier, the Govern-
ment’s fiscal policy options are limited by the FFR as
we are unable to stimulate the economy with deficit
budgets financed through borrowings as employed
elsewhere during times of slow economic growth.

Mr. Speaker, | do not wish to be misunder-
stood for one moment, as | am not recommending that
we seek to implement such institutions, given that
there is a cost to such institutions, | am just highlight-
ing that we do not have the sophisticated economic
management tools available in developed countries.

In order to address the cost of doing business
and living it is necessary that all entities within our
economy play their part, from the individual to the
large corporations. Choosing to purchase goods and
services available locally influences the health and
strength of our economy and in turn creates opportu-
nities for all categories of businesses, including small
businesses, to grow and flourish. It is internationally
known and accepted that small businesses are the
core of an economy. The small business sector is the
hotbed of creativity, innovation and new product de-
velopment.

The Economics and Statistics Office reports
that here in Cayman during 2013: small businesses
provided the largest share of employment, by employ-
ing 14,660 persons or 40.6 per cent of our workforce.
By comparison, medium sized businesses with 11 to
49 employees provide 28.1 per cent of employment
and large businesses with 50 or more employees pro-
vide 30.5 per cent of employment. Clearly, the small
business sector is a major contributor to our economy
and their continued viability benefits us all.

Mr. Speaker, contrary to complaints by resi-
dents and visitors alike, the World Bank has deter-
mined that with respect to the general price level and
consumption expenditure, the Cayman Islands is not
the worst place in the world. In fact the cost of living in
Cayman is lower than that of the U.S.A., Canada, the
UK and most others European Union member states,
the Bahamas, Barbados, Bermuda, the Turks and
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Caicos Islands, British Virgin Islands, Switzerland and
Australia just to name a few.

Nonetheless, the Government is mindful that
fiscal policy must address this situation. There is a
need for the Government to improve purchasing pow-
er of the low and middle income classes within our
society by reducing their tax burden. As their tax bur-
den is reduced, their disposable income is expected to
increase which will in turn generate greater demand
for goods and services in the domestic economy.
Therefore, as domestic demand improves, jobs and
earnings will hopefully improve to re-grow the middle
class.

The recovery of the middle class is essential
in sustaining higher GDP growth over the medium-
term as it is predicted that the propensity of persons in
this income class to consume goods and services can
be sharply higher than persons in the higher income
classes. Consequently, | am pleased to announce that
the Government will be implementing the following
suite of economic measures which are designed to
lower the cost of doing business and living here in the
Cayman Islands:

1. Reduced import duty on diesel fuel used

by CUC to generate electricity.

2. Reduced import duty for licensed traders.

3. Reduced trade and business license fees

for small business licensees.

4. Continuation of current incentives for the

Sister Islands.

With respect to reduced import duty on diesel,
effective 1 January 2015, the Government will reduce
the import duty charged on diesel imported by Carib-
bean Utilities Company Limited (CUC) for the genera-
tion of electricity from seventy-five cents per imperial
gallon to fifty cents per imperial gallon. With this
measure the Government is projecting that the aver-
age customer, both residential and commercial, will
see their bills reduced by approximately 4.3 per cent.
This projection assumes that the price of fuel and
CUC’s fuel consumption and efficiency is similar to
current levels.

Currently, the import duty on fuel accounts for
approximately 13 per cent of the average customer’s
electricity bills. This measure reduces that proportion
down to approximately 8.3 per cent. Mr. Speaker, this
measure provides essential financial relief to all con-
sumers of electricity in Grand Cayman, both residen-
tial and commercial, and frees up “real cash” allowing
for the opportunity to save that cash or spend it in
other areas more beneficial to the wider economy.

The Government will be foregoing approxi-
mately $8.4 million annually in reduced revenue by
implementing this measure, but we believe that the
benefits to the Cayman economy far outweigh the fi-
nancial loss to the government. | should not that the
Government will be closely monitoring the effective-

ness of this measure to ensure that CUC is passing
the savings on to consumers and that commercial
customers in particular are in turn passing these sav-
ings on to their consumers.

With respect to reduced import duty rates on
merchandise, effective 1 July 2014, for licensed trad-
ers only, the Government will reduce import duty rates
on items currently charged at 22 per cent down to 20
per cent. The items falling into this category includes
most items offered for retail sale and will result in the
government collecting at least $4 million less in reve-
nue from import duty. However, again the economic
impact of this measure is expected to outweigh any
financial loss to the government because of the multi-
plier effect.

By reducing the above mentioned import duty
rates, we are lowering the cost of doing business and
expect that retailers and service providers will be able
to pass these savings on to their customers, thereby
lowering the cost of living and increasing aggregate
output through demand for goods and services.

On a related note, the Government will also
be completely removing the import duty on critical in-
gredients for local bakeries such as yeast, shortening
and calcium propionate. This will improve the financial
competitiveness of this sector by lowering overhead
and allowing local producers to price their bakery
products more competitively.

With respect to building materials, the Gov-
ernment will also continue to offer the import duty
concession on building materials which are currently
being charged import duty at the rate of 15 per cent
versus the normal range of 17 per cent to 22 per cent.
This will continue to act as an incentive for the con-
struction sector.

With respect to reduced trade and business li-
cense fees, effective 1 July 2014 the Government will
be implementing a series of changes to Trade and
Business Licence Fees. As an incentive to support the
creation and development of new businesses, the
Government will offer the following discounts to small
businesses based on their location: George Town
and West Bay, 25 per cent discount; Bodden
Town/North Side/East End/Little Cayman, 50 per cent;
and Cayman Brac — 75 per cent discount.

Small businesses, that is, those with 10 or
fewer employees, will be permitted to pay their annual
Licence fee in quarterly instalments instead of the typ-
ical one-time full payment. We recognise that in the
current economic climate the requirement of a one-
time full payment is onerous since the annual pay-
ment is required during the period when cash flows
are at their lowest.

With respect to continuation of current incen-
tives for the Sister Islands, the Government will con-
tinue the following economic incentives for the Sister
Islands: 100 per cent import duty waiver on building
materials imported to Cayman Brac and Little Cay-
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man; 100 per cent import duty waiver on diesel fuel for
Cayman Brac Power and Light; 12.5 cents per gallon
import duty rate (or a duty rate waiver of 83.3 per
cent) on the importation of motor gasoline to Cayman
Brac; and 100 per cent waiver on stamp duty for the
purchase of land in Cayman Brac, providing it is de-
veloped within two years of purchase.

Turning now to recent changes in the Cus-
toms Tariff Law, Mr. Speaker, | will take a few mo-
ments to speak to this matter as Customs import du-
ties are a very significant contributor to government
revenues. Also, relevant and timely data on imports
provide valuable information for government analysis
and policy development as well as business planning
in the private sector.

The Customs Tariff Law (2012 Revision),
which encompassed the Harmonized Sa/stem, was
passed in the Legislative Assembly on 5" April 2012
under the United Democratic Party’s Administration,
but only came into force on 1 March 2014. Although
the Law was passed in the Legislative Assembly, on
5" April 2012, the Law did not actually come into force
at that time as the Customs Department required ad-
ditional time to implement the Total Revenue Integrat-
ed Processing System or TRIPS computer system,
which is specifically designed to accommodate the
5,000 tariff codes of the Harmonized System.

The tariff codes in the previous version of the
Customs Tariff Law were vague and made it increas-
ingly challenging for the Government to calculate the
amount of revenue raised or lost when policy deci-
sions were made to increase or decrease import du-
ties on specific goods. To address these financial and
statistical limitations, the Government decided to
adopt the Harmonized Commodity Description and
Coding System which is also referred to as the Har-
monised System. Therefore, the Customs Tariff Law
(2012 Revision) formally came into force on 1% March
2014, following the successful implementation of
TRIPS.

Mr. Speaker amendment to the law on 5 April
2012 also removed the duty free allowance for both
churches and schools, making their imports dutiable
under the relevant tariff codes. Nevertheless, Mr.
Speaker, | have been exercising my discretionary
powers under the Customs Law to waive duty for
schools and churches based on the merits of each
application.

Mr. Speaker, in February 2014, as part of our
strategy to reduce the cost of living, the Progressives-
led Administration made the following amendments to
the Customs tariffs:

1. School supplies and uniforms were made

duty free.

2. The duty free status of reference books

used by professionals was replaced with
a duty rate of 22 per cent.

3. Electric motorcycles and electric Seg-
way's were given a duty rate of 10 per
cent, the same rate for electric cars.

4. Hybrid motorcycles, 15 per cent import
duty rate, the same rate for hybrid cars.

Advantages of the New Customs Tariff Law:
The Harmonized System is a tariff nomenclature of
internationally standardised names and codes for the
classification of traded products and commodities.
The Harmonized System is developed and maintained
by the World Customs Organization which is an inde-
pendent inter-Governmental organisation with over
170 member countries.

The Harmonized System comprises 5,000
commodity groups and is organised into 21 sections
and 96 chapters, accompanied with general rules of
interpretation and explanatory notes. The system be-
gins by assigning goods to categories of crude and
natural products and from there proceeds to catego-
ries with increasing complexity. The codes with the
broadest coverage are the first four digits, and are
referred to as the heading. The Harmonized System
therefore sets forth all the international nomenclature
through the six-digit level and, where needed, con-
tains added subdivisions of two more digits, for a total
eight-digit tariff-rate.

The system is used by more than 250 coun-
tries as a basis for their Customs tariffs and for the
collection of international trade statistics. It is com-
monly used for monitoring controlled goods, transport
statistics, price monitoring, quota controls, compilation
of national accounts, and economic research and
analysis.

Adopting the Harmonized System brings
many advantages to the Cayman Islands Government
and the private sector. The advantages to the Gov-
ernment are as follows:

1. Keeping abreast with the latest interna-
tionally-accepted nomenclature in classifi-
cation of goods.

2. Assisting in making better informed eco-
nomic analysis and decisions.

3. Facilitating better fiscal policies for subsi-
dies and concessions, etc.

4. Facilitating more efficient forecasting and
collection of revenue.

5. Facilitating the comparison of trade statis-
tics with other countries.

6. Providing better national statistics.

The benefits to traders, brokers and the
general public include:
1. Once stakeholders are familiar, faster and
more efficient processing of cargo.
2. Proper classification of products and
commodities (saving money and time).
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3. Harmonized commodity inventory (for bet-
ter inventory control).

4. Provision of industry analysis statistics
(allowing investors and/or businesses to
improve market share).

5. Identification of market trends.

In order to help the public acquaint them-
selves with the Harmonized System and the tariff
codes, the Customs Department has implemented the
following measures:

1. A series of familiarisation workshops

called “Completing Customs Import Entry
Forms Correctly” which helps the public
with completing their declaration forms.

2. Providing computer access at the Cus-
toms Headquarters so that the public can
search for the correct tariff codes and
commodity descriptions,

3. Updated the Customs website
(www.customs.gov.ky) with a link to the
tariff codes so that the public may have
direct access to the tariff codes.

4. A “Pre-Screening” process where cus-
tomers’ declaration forms can be checked
by Customs while they are waiting in line
to ensure that forms and completed accu-
rately and that the proper supporting doc-
uments are attached.

5. In July 2014, introduce an online declara-
tion portal which will allow the public to
process and pay their declarations online
so that importers are only required to visit
Customs to collect their goods.

2014/15 FINANCIAL FORECASTS

Mr. Speaker, turning now to the details of the
financial forecasts included in the 2014/15 Budget.
Total Operating Revenues are forecast to be $657.7
million; Operating Expenditures are forecast to be
$508.3 million; and Financing Expenses are forecast
at $28.5 million. This results in a core government net
operating surplus of $120.9 million. After factoring in
the forecast net operating surplus of the statutory au-
thorities and government owned companies of $7.1
million the entire public sector is forecast to record a
net operating surplus of $128.0 million. This surplus is
$19.9 million higher than the forecasted surplus for
the 2013/14 financial year.

The 2014/15 net operating cash flows are
forecast to be $152.2 million which will be used to
fund Capital Expenditure and Equity Investments of
$44.3 million; to make principal debt repayments of
$25.4 million and to increase our cash reserves by a
further $82.5 million, which is in line with our plan to
achieve FFR compliance in the 2015/16 fiscal year.

At 30 June 2015, our cash balances are ex-
pected to be $256.1 million of which $129.9 million will
be in the Operating bank account and $126.2 million
in seven reserve funds. The balances of the reserve
funds at 30 June 2015 are forecast to be:

* General Reserve Fund $58.7 million.

* Environmental Protection Fund $50.9 million.

» National Disaster Fund $4.7 million.

* Infrastructure Development Fund $2.2 million.

¢ Housing Guarantee Reserve Fund $2.2 mil-
lion.

e Student Loan Reserve Fund $1.9 million; and

e Sinking Fund $5.6 million.

The purpose of this fund is to put aside cash
which will be used to make payments on debts as
they mature in the future. The fund will be under the
control of Her Excellency the Governor and the Minis-
ter of Finance and Economic Development, and the
Government will deposit $4.3 million during 2014/15
into this sinking fund.

Core government debt is forecast to be
$523.5 million at 30 June 2015 based on no new long
term borrowings and principal debt repayments of
$25.4 million during 2014/15.

With respect to revenues, Mr. Speaker, we
have not sought to introduce any new revenue
measures in this budget as to do so would unneces-
sarily burden the economy at a time when our eco-
nomic prospects are improving. Consequently, the
revenue forecasts took into consideration actual per-
formance of the current year along with projections for
growth in GDP, the impact of economic incentives and
Government policies as well as specific market fore-
casts. The 2014/15 forecast operating revenue of
$657.7 million represents a very conservative 0.87 per
cent growth rate over the forecast results for the cur-
rent 2013/14 financial year.

With respect to operating expenditures, Our
efforts to achieve credible and sustainable reductions
to operating expenditures has been challenging given
the enormous demands placed on the Government to
provide funding for the needs of our people, critical
services such as education, policing and medical ser-
vices along with the infrastructure necessary to sup-
port economic and social development.

Nevertheless, all government agencies are
being pushed to reduce their operational costs and
improve productivity and efficiency. The mantra: “do
more with less” is not just something we hope to do; it
is something we must do. And | am pleased to report
that we are doing so.

You would have seen recently in the press
that the Government has recently launched Phase 5
of the Public Sector Reviews—Rationalization Project
and commissioned Ernst and Young (EY) to prepare a
detailed report recommending which Government
agencies or services can be merged, disbanded or
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privatised. The Report will also provide an implemen-
tation strategy to achieve the recommendations be-
cause this is what has been missing from the past
reports on various public sector reform issues.

The outcome of the Ernst and Young review
will give the Government several options to which we
are committed to reviewing and making decisions
about how best to restructure government operations.
These decisions are complex and we will have to give
due consideration to maintaining stability and the like-
ly economic and social impact on our society in fiscal
year 2014/15.

While cost reduction across the public sector
is one of the desired goals it cannot be the only goal,
otherwise we risk absolute failure on many fronts.
Decisions made during this process will also have an
impact on the 2014/15 financial year and beyond.

In addition to the EY report, the Government
will soon receive the report from the committee estab-
lished to review the Public Management and Finance
Law. The outcome of this review will likely include
recommendations for the restructuring of some of the
financial management functions and processes of the
public sector, potentially reducing the cost of financial
management across the government in future finan-
cial years.

The committee is expected to produce its re-
port by 31 May 2014. Key amongst the recommenda-
tions that | expect to find in the committee’s report is
one which supports Government's transitioning to
multi-year budgeting, planned for 1% of January 2016.
Multi-year budgeting involves the Legislative Assem-
bly approving at one meeting of the House budgets for
periods greater than the present one-year period.
Other jurisdictions of similar size to the Cayman Is-
lands, such as Jersey, have practiced multi-year
budgeting quite successfully.

For the 2014/15 Budget the Government con-
centrated its efforts on maintaining capacity and effec-
tiveness across the breadth of services while eliminat-
ing one-off, non-recurring expenditure as well as
maintaining the expenditure reductions that were
made as part of the 2013/14 Budget process.

Mr. Speaker, the Government will continue
with a number of expenditure control measures im-
plemented in 2013/14 including:

e The continuation of the Budget Delivery
Committee which provides oversight of
year-to-date financial performance
against budget and makes recommenda-
tions to the Minister for Finance.

* Increasing the occupancy of the new
Government Administration Building by
bringing in agencies where possible
thereby reducing rental expenditure. By
September 2014 the Portfolio of Legal Af-
fairs will move into the building and give
up their leased accommodations.

 Providing more efficient social pro-
grammes through strengthening qualifica-
tion criteria and improving the monitoring
of recipients of Government funds.

 Improved cash management between
Core Government and SAGCs by having
SAGCs deposit surplus cash with the
Treasury during the first six months of the
financial year when core government’s
cash inflows are less than cash outflows.
This avoids the need for Government to
seek expensive overdraft facilities and al-
so allows the SAGCs to put their surplus
cash to productive use within the public
sector.

Mr. Speaker, SAGCs are an integral part of
the Cayman Islands public sector because they exist
through delegated authority to carry out certain func-
tions and to minimise risks. But as a result of the par-
ent and subsidiary structure they are in a position to
have first call on the revenue they collect and are not
subject to the same direct expenditure controls as
core government agencies.

Therefore, during the 2014/15 financial year
the Government will seek to pass a Public Authorities
Bill which will bring uniformity to the governance and
accountability arrangements of our SAGCs, particular-
ly from a financial management perspective. The fi-
nancial performance’ goals of the government must,
and do, include the SAGCs since the net operating
position of SAGCs can increase or decrease the core
government’s net position.

Mr. Speaker, the 2014/15 forecast for core
government Operating Expenses of $508.3 million
(which excludes financing costs of $28.5 million on
past borrowings) represents an $8.7 million reduction
from 2013/14 forecast expenditure levels. The major
components of the forecast operating expenses are:

* Personnel Costs, budgeted at $241.7 million
in 2014/15. This represents a $7.4 million increase
over the 2013/14 forecast for this category of expendi-
ture and is driven by the need for the Government to
fill critical vacancies in safety and security services
such as: Customs, Fire, Immigration, Police and Pris-
ons. That said, the Government will continue in
2014/15 with the centralised approach to managing
recruitment for expenditure control within this catego-
ry.

Included within the Personnel Costs budget is
$11.4 million which will be paid into the Public Service
Pensions Fund towards the Government's past ser-
vice liability for civil service and parliamentarian pen-
sion benefits. It should be noted that the $11.4 million
is in addition to the pension contributions made by the
Government to the Public Service Pensions Fund
each month.
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 Supplies and Consumables are budgeted to
be $87.7 million in 2014/15, which is $3.3 million be-
low the $91 million forecast for this category in
2013/14. For 2014/15 we have achieved savings in
this category by reducing the number of leased prem-
ises; reducing professional fees for external consult-
ants; and making smarter decisions about how we
consume resources.

 Outputs from Statutory Authorities and Gov-
ernment Companies are budgeted to be $94.1 million
in fiscal year 2014/15, which is $6.6 million less than
the $100.7 million forecast for 2013/14. This im-
provement is related to a change in the funding model
for the National Roads Authority and the Cayman Is-
lands Monetary Authority where Government has re-
assigned elements of coercive revenue to these Au-
thorities.

Despite doing so for the purpose of compli-
ance with the FFR requirements this strategy creates
a direct link to the revenues generated from the ser-
vices of these authorities and improves financial inde-
pendence and accountability, and allows the Govern-
ment to reduce its output expenditure with respect to
these authorities.

e Outputs from Non-Governmental Output
Suppliers are budgeted to be $22.7 million in 2014/15.
This is $4 million less than the $26.7 million forecast
for 2013/14. The appropriations within this category of
expenditure, fund a wide variety of programmes pro-
vided by agencies external to the government.

The major items in this category are: $11.4
million to fund overseas medical care for indigents
and uninsured persons; $2.5 million to provide Legal
Aid services to qualified persons; $1.6 million to pro-
vide rental housing accommodations to persons in
need; $1.5 million in funding to the Cayman Islands
Private Schools Association; and $1.4 million of fund-
ing to the National Council of Volunteer Organisations
(NCVO) Pines Retirement Home to provide residential
care to elderly and disabled persons.

» Transfer Payments are budgeted to be
$31.3 million in 2014/15. This is approximately $1.6
million less than the 2013/14 forecast of $32.9 million
for this category of expenditure. The appropriations
within this category provide funding for many im-
portant programmes including: $11.4 million for local
and overseas scholarships; $7.8 million for poor relief
payments to the most vulnerable persons in our com-
munity; and $6.2 million in benefit payments to our
seamen and veterans.

» Financing Expenses are budgeted to be
$28.5 million in fiscal year 2014/15 which is $2.1 mil-
lion less than the 2013/14 forecast. This reduction
reflects no new borrowings; the reducing balance of
public debt; reduced interest rates on a portion of the
public debt portfolio following refinancing negotiations
in December 2013; and the removal of the overdraft
facility to finance Government'’s operations.

« Depreciation is budgeted to be $26.8 million
2014/15. Deprecation is a non-cash expenditure
which spreads the cost of a capital asset over the ex-
pected life of the asset.

Moving now to Capital Investments, for
2014/15 the Government intends to make investments
totalling $47 million, of which $26.7 million will be in-
vested in core Government assets such as:

* $6.2 million for the Ministry of Education for
the completion of the multipurpose hall and ancillary
infrastructure at the John Gray High School in George
Town; and upgrades at other schools across the Is-
lands;

 $5.0 million for upgrades to various roads on
Grand Cayman;

e $4.7 million to the Ministry of Health to fund
upgrades to the George Town landfill and solid waste
management systems;

* $2.3 million to the Ministry of Home Affairs to
fund the purchase of additional security and safety
equipment and vehicles for the Fire, Police and Pris-
ons Departments;

* $1.7 million to the Ministry of Financial Ser-
vices to fund upgrades to their Information Technolo-
gy infrastructure to meet international reporting re-
quirements for the automatic exchange of information
for tax purposes; and

« $1.2 million for the construction and upgrade
of roads on Cayman Brac and Little Cayman.

A total of $20.3 million will be invested in
SAGCs to fund debt service obligations; operational
losses and acquisition of equipment. The major in-
vestments in this category are:

* $9.5 million to the Cayman Turtle Farm
(1983) Limited to fund debt servicing and operational
losses;

* $4.85 million to Cayman Airways Limited to
fund debt servicing, capital expenditure and operating
losses;

¢ $2.4 million to the National Housing Devel-
opment Trust to fund debt servicing obligations; and

* $1.5 million to the Cayman Islands Devel-
opment Bank to fund debt servicing obligations.

With respect to cash and debt management, a
major component of the Government’s fiscal strategy
towards achieving FFR compliance is the strict man-
agement of cash and the proactive management of
our debt portfolio. During 2014/15 total cash balances
are expected to grow by $82.5 million, reaching
$256.1 million at 30 June 2015. This build-up of cash
is critical to achieving FFR compliance but it also cre-
ates a higher degree of financial resilience for the
Government. This is important as it will allow the
Government greater flexibility in the future to respond
to any crises which may arise.

The Government is not planning to undertake
any new borrowings during the 2014/15 financial year.
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And as at the 1 July 2014 the, core government debt
is expected to be $548.9 million. During 2014/15 the
government will make principal payments of $25.4
million, thereby reducing the outstanding debt to
$523.5 million by 30 June 2015.

Mr. Speaker, the expected greater opening
operating bank account balance at the start of the
2014/15 fiscal year and continued cohesive public
sector cash management practices are the principle
reasons that led the Government to not request an
overdraft facility for the upcoming fiscal year. This
points to Government’'s renewed confidence in its
cash management abilities and the decision will also
eliminate overdraft interest expense.

The Government has received representa-
tions from the FCO that if there is a request for an
overdraft facility to assist the Islands in the event of a
natural disaster, such a request would be favourably
considered. In addition to making the scheduled debt
repayments, the Government will establish a dedicat-
ed sinking fund for debt retirement. This fund will be
under the control of Her Excellency the Governor and
the Minister for Finance and Economic Development.
The Government will deposit $18.22 million over the
next four financial years (2014/15 — 2017/18) starting
with $4.3 million in 2014/15. This will ensure that suffi-
cient cash is set aside in advance to fund debt pay-
ments in future years without jeopardising compliance
with the FFR ratios.

The Ministry of Finance is also examining op-
tions for the possible restructuring of the non-
amortising elements of the Entire Public Sector’'s debt
portfolio into amortising debt instruments which will
spread the principal repayments over a more man-
ageable timeframe. For the core government, our
focus is on the US$312 million 2009 Bullet Bond
which matures on 24 November 2019.

However, it is important to note that the Gov-
ernment will not pursue any course of action that will
be contrary to its existing financing agreements. We
are also working with the Cayman Islands Develop-
ment Bank (CIDB) to develop a strategy to refinance
its debt portfolio of five separate bullet bonds totalling
$34.7 million. During 2014/15 three of these facilities
mature with a combined value of $26.4 million as per
the following schedule: $16.6 million on 27 April 2015;
$4.8 million on 30 June 2015; and $5.0 million on 30
June 2015.

It is the Government's intention that funds
held on reserve by CIDB be used to retire the $5.0
million bond maturing on 30 June 2015.

COMPLIANCE WITH FFR TARGETS

In terms of compliance with the Principles of
Responsible Financial Management set out in the
Public Management and Finance Law and the
Framework For Fiscal Responsibility, the 2014/15

Budget forecasts the following levels of compliance

with the principles:

1. Net Operating Position: — for 2014/15 this has
been achieved with a forecast net operating sur-
plus of $128.0 million which complies with the re-
quirement for the Net Operating position to be
positive.

2. Net Worth: for 2014/15 Net Worth is forecast at
$1.59 billion which complies with the requirement
for Net Worth to be positive.

3. Debt Service: that is, the annual payments related
to all public sector borrowing commitments should
be no more than 10per cent of core Government
Revenue. For 2014/15 this is forecast to be 11.3
per cent, down from 12.1 per cent in 2013/14. It
should be noted that Government has a further
year, to 30 June 2016, to achieve compliance with
the 10 per cent upper limit.

4. Net Debt should be no more than 80 per cent of
core government revenue. For 2014/15 Net Debt
is forecast to be 61.2 per cent, down from 78.4
per cent in 2013/14. Compliance with the ratio has
been achieved.

5. Cash Reserves should be no less than 90 days of
estimated executive expenses. For 2014/15 this
is forecast to be 43.3 days or $63.7 million. As
per the FFR, this ratio is calculated at the point in
the fiscal year when the core government’s cash
balances are at their lowest. Based on the fore-
cast profile of cash inflows and outflows this is ex-
pected to occur at 31 December 2014 when the
unrestricted cash balances are expected to be
$63.7 million. Therefore, taking the cash balanc-
es at 31 December allows for a more robust
measure of cash reserves. Again, in accordance
with the FFR, Government has a further year, until
31 December 2015, to achieve compliance with
this ratio.

Mr. Speaker, the 2014/15 Budget was devel-
oped taking a fiscally prudent and conservative ap-
proach which reaffirms this Government's commitment
to firmly put the Cayman Islands on the path to fiscal
sustainability; not only for compliance with the man-
date of the United Kingdom Government but because
we want to ensure that our children and grandchildren
inherit a country with a promising future and the re-
sources to make their dreams come true.

It should be noted that Cayman is still a de-
veloping country and in order achieve our goals there
will have to be some pain and sacrifice. For the Gov-
ernment, the pain comes in what we will not be able to
achieve in terms of desired investments and activities
within a single term. We must focus only on what we
can achieve within a particular timeframe and the
methods we employ in getting there.

Mr. Speaker, this Budget meets or exceeds
the targets set out in the Strategic Policy Statement

Cayman Islands Legislative Assembly



Official Hansard Report

Monday, 26 May 2014 27

that | tabled in this Honourable House on 21 Novem-
ber 2013, and demonstrates that Government financ-
es are on the right track. Our Operating Revenues are
higher than our Operating Expenditures, resulting in a
healthy operating surplus which we are using to build
up our cash reserves; fund our Capital Investment
programme; and reduce our debt. This is the right di-
rection and we must stay on this track!

The preparation of the Government’s Budget
is an enormous undertaking, and this year would not
have been possible without the hard work and com-
mitment of many and | wish to thank the Honourable
Minister for Overseas Territories, Mr. Mark Simmonds
of the United Kingdom’s Foreign and Commonwealth
Office and his team for their swift approval of the
2014/15 Budget. Mr. Speaker, we formally submitted
the Budget to the FCO on 19 May 2014 and received
approval on the 21 May 2014. That is a mere two
days. That is swift!

| also wish to thank Her Excellency the Gov-
ernor; the Honourable Premier; Cabinet Ministers;
Official Members of Cabinet; Councillors; Chief Offic-
ers and their staff. Also, | especially wish to thank the
Financial Secretary, Mr. Kenneth Jefferson and the
team within the Ministry of Finance, including retiring
Chief Officer Mrs. Sonia McLaughlin; Acting Chief Of-
ficers Mr. Michael Nixon, Ms. Anne Owens and Mr.
Ronnie Dunn and the staff of the Budget and Man-
agement Unit.

Mr. Speaker, It has been both an honour and
a privilege to present this Budget today. | now humbly
commend the Appropriation (July 2014 to June 2015)
Bill, 2014, to this Honourable House and ask all Mem-
bers for their support of the Bill.

Thank you Mr. Speaker.

[Applause]
The Deputy Speaker: Madam Clerk.

The Clerk: Motion for the deferral of Debate on the
budget address.

MATTER OF PROCEDURE

Hon. W. McKeeva Bush, Leader of the Opposition:
Mr. Speaker, on a matter of procedure.

The Minister of Finance has just given the
Budget [Address] to the Appropriation Bill. And, as is
usual, it was right and is still the correct procedure . . .
and | am rising in a point of procedure at this point. If
there is a motion, | reserve my right to speak thereon.
But on a matter of procedure it was right and is cor-
rect, still the correct procedure for the Minister of Fi-
nance to move the motion for simultaneous debate on
the Throne Speech and the Budget [Address] since he
is the correct Minister, the one moving the Bill.

So, | want to find out what the Government’s
process is going to be. According to what we have
been doing normally, as we look at last year’s pro-
cess, he moved that the Bill be debated—"he”, the
Minister. We took issue with what the Government
finally did, and | do that again today if they are going
to do so.

| see that the Minister is not even moving a
motion for deferral. That is all being done, according
to today’s Order Paper, or programme, by the Prem-
ier.

| wait to hear the process.

The Deputy Speaker: Honourable Premier.

MOTION FOR DEFERRAL
OF DEBATE ON THE BUDGET ADDRESS

The Premier, Hon. Alden McLaughlin: Mr. Speaker,
I move the following motion:

BE IT RESOLVED that the debate on the
Budget Address be deferred until Thursday, 29"
May 2014.

The Deputy Speaker: The question is BE IT RE-
SOLVED that the debate on the Budget Address be
deferred until Thursday, 29" May 2014.

All those in favour please say Aye.
Ayes.

Hon. W. McKeeva Bush, Leader of the Opposition:
Mr. Speaker, | did give an indication to you, as | just
did, that | wanted to book my right.

The Deputy Speaker: Honourable Leader of the Op-
position—

Hon. W. McKeeva Bush, Leader of the Opposition:
The issue, Mr. Speaker, is one that has to be dealt
with on a matter of procedure in this House. And | am
not going to allow it to go by without having that right. |
did speak to you beforehand.

The Premier, Hon. Alden McLaughlin: What proce-
dure? What Standing Order?

Hon. W. McKeeva Bush, Leader of the Opposition:
The procedure . . . well, that's just it.

The Premier, Hon. Alden McLaughlin: Stop being
disruptive.

Hon. W. McKeeva Bush, Leader of the Opposition:
Well, you call it disruptive if you like, but | am here
today and | am not going to be as disruptive as you
have been! But | am going to deal with this issue, Mr.
Speaker, because it needs to be addressed.
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The Deputy Speaker: You don’t want to bring it under
the next motion where there is request for simultane-
ous debate?

Hon. W. McKeeva Bush, Leader of the Opposition:
Mr. Speaker, we are dealing with this one. And the
Minister of Finance has just completed his address. It
is his right—

The Premier, Hon. Alden McLaughlin: Where?

Hon. W. McKeeva Bush, Leader of the Opposition:
—and responsibility.

Well, if you don’t know by now . . . the Premier
is asking me where . . . if he doesn’t know by now, let
me tell him. | will soon tell him. But he has no right to
do what he is doing and at least | am not going to
support it.

The Premier, Hon. Alden McLaughlin: You don’t
have to support it.

Hon. W. McKeeva Bush, Leader of the Opposition:
That's right. And | don’t have to support it. | do have
the right to make my point.

And, Mr. Speaker, whichever one you want, |
can do it here and | can . . . because that begins the
process, what the Premier is doing. He is beginning
the process of him taking the responsibility to answer
this Budget at the end and that is what we complained
about.

The Premier, Hon. Alden McLaughlin: Well, who is
the Premier?

Hon. W. McKeeva Bush, Leader of the Opposition:
You are the Premier.

The Premier, Hon. Alden McLaughlin: Glad you
remember.
Sit down!

Hon. W. McKeeva Bush, Leader of the Opposition:
Oh, not yet.

Mr. Speaker, so whichever one you prefer, |
do it on this one, or | do it when the next one comes

up.
[Inaudible interjection]

Hon. W. McKeeva Bush, Leader of the Opposition:
We went through it last year and | objected then, and |
just made a point at that point in time. Now, | have to
put some facts in the record because the Premier has
no business doing what he’s doing. He can do it with a
majority vote—

The Premier, Hon. Alden McLaughlin: Exactly!

Hon. W. McKeeva Bush, Leader of the Opposition:
—if those Members across the floor want to recognise
something that is not precedent that it should be
unanimous, but has never happened, and he has no
right to do it.

So if the Members across the floor want to
vote for that, Mr. Speaker, that’s their conscience and
their adherence to democracy or undemocratic proce-
dure. Whichever one you chose, Mr. Speaker, I'm
okay.

The Deputy Speaker: | would ask that we complete
this vote, and if you want to expound on what you—

Hon. W. McKeeva Bush, Leader of the Opposition:
But | will object, firstly, on this point, then, to him mov-
ing this aspect of the debate. As | said, it starts it. The
Minister that has that right is the Minister who is mov-
ing the Bill; the one that he just presented.

The Deputy Speaker: Let me repeat the question: BE
IT RESOLVED that the debate on the Budget Address
be deferred until Thursday 29" May 2014.

All those in favour please say Aye. Those
against, No.

Ayes.
The Deputy Speaker: The Ayes have it.

Agreed: Debate on the Budget Address delivered
by the Minister of Finance and Economic Devel-
opment deferred until Thursday, 29" May 2014.

MOTION FOR THE THRONE SPEECH,
BUDGET ADDRESS AND POLICY
STATEMENT TO BE
DEBATED SIMULTANEOUSLY

The Deputy Speaker: Honourable Premier.
The Premier, Hon. Alden McLaughlin: | beg to move
the following motion:

BE IT RESOLVED that the Throne Speech,
Budget Address and policy Statement, “ Stability-
The Road Map to Prosperity” be debated simulta-
neously on Thursday, 29" May 2014.

The Deputy Speaker: The question is—
Mr. V. Arden McLean: Mr. Speaker, if | may.

The Deputy Speaker: Honourable Member for East
End.

Mr. V. Arden McLean: Thank you.
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Mr. Speaker, the Premier has just said that his
statement, as a Minister, “Stability—-Road [Map] To
Prosperity” be debated when the Throne Speech and
Budget Address are being debated. Mr. Speaker, it is
expected that any statements in here be brought into
any debate, but what is the intent of saying that de-
bate be deferred thereon?

Secondly, Mr. Speaker, can someone tell us
when we will be getting: 1) the Governor's Address; 2)
the Annual Budget Statement for Ministries and Port-
folios . . . no—Purchase Agreements for Statutory Au-
thorities, Ownership Agreements, as well as the
Budget that was laid by the Minister of Finance?

We got the Annual Plan and Estimates. We
do not have Budget Statement for Ministries and Port-
folios, Purchase Agreement, or the Ownership
Agreements.

The Deputy Speaker: Honourable Minister of Fi-
nance on the latter . . . | don’t know who would answer
for Her Excellency.

Hon. Marco S. Archer: Thank you, Mr. Speaker.

Because of the voluminous nature of those
various documents that the Member for East End
mentioned, the Annual Budget Statement, the Pur-
chase and Ownership Agreements, they are available
immediately electronically via email if they so wish; or
we can provide them tomorrow in hard copy. But we
are as much as possible trying to avoid printing big
documents when some people would prefer them
electronically. So, we can do either. But they are
available in hard copy or electronic format immediate-
ly after this.

The Deputy Speaker: Honourable Member for East
End.

Mr. V. Arden McLean: Thank you, Mr. Speaker.

The choice must be offered to people. Any-
where in the world in every parliament in the world it is
hard copies that are used. You don't expect me to do
this by Thursday when | don’t have any documents to
cross reference this one to, plus the speeches that
were delivered in here. [I]] don't even have the
speeches to cross reference it to. | would like to know
if the Hansard is going to be available shortly for us to
get that.

That's how budgets are presented. And |
would appreciate if the Government makes them
available, at least to me. Every Member in here has a
mouth. They can speak for themselves.

The Deputy Speaker: Honourable Leader of the Op-
position.

Hon. W. McKeeva Bush, Leader of the Opposition:
Mr. Speaker, | wanted to get to my point, but we have

had to present budgets and the House didn’t have the
papers, and | didn’t even note it, if the Member for
East End hadn’t taken issue with it. But | still don't
have the Throne Speech.

The Member is right about the papers. But |
do remember the licking | took about it when | didn’t
have mine down [here] in time because we too only
had a very short time to get the papers done. And the
amount of papers, which | hope we can shift that
somehow, is still piled up three and four books this
thick.

Anyway, Mr. Speaker, | hope we can soon get
past that and | hope the Minister will soon be able to
remedy that situation where it is much easier for us to
deal with the budget process in regard to the amount
of paperwork that we do have.

When | first came in, Mr. Speaker, the budget
was that thick. And | was told that if | didn’t like it |
could stay in West Bay! Anyway, Mr. Speaker, | am
hoping to get that soon, because we have to cross
reference.

But | want to deal with this issue, Mr. Speaker,
because | am here as the longest serving Member.
And just not right to process that the Premier has
started in this House. That is, that he has the ability to
wind up the debate in this honourable Chamber. It is
not right. You know what it is all about, because the
Premier is not the Minister of Finance. The Premier
does not move the Appropriation Bill.

[Inaudible interjection]

Hon. W. McKeeva Bush, Leader of the Opposition:
Yes.

And it is never heard that the Premier gives a
statement that he expects to wind up a debate on and
refuse to answer questions, as is appropriate under
our Standing Orders, when | asked the question.

And | come to that point, Mr. Speaker, but to
begin this matter of procedure, | said that it was right
and is still the correct procedure for the Minister of
Finance to move the motion since he is the Minister of
Finance and the one moving the Appropriation Bill for
simultaneous debate on the Throne Speech and the
Budget.

Mr. Speaker, when our Government took the
decision for me, as Leader of Government Business,
to give a policy statement, the same policy statement
that the Premier is now doing after the Throne
Speech, there was no Minister of Finance. So, the
Government, the Financial Secretary, delivered the
budget. That's why we took the decision to do a policy
statement.

The then Leader of the Opposition (now the
Premier) took me to task for that procedure and told
me how undemocratic | was. Today (as when | be-
came Minister of Finance) we have a Minister of Fi-
nance. It is he who moves the Appropriation Bill and
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has the right to close it—not the Premier who only
gives a statement and is not the Minister of Finance.

Mr. Speaker, you and | and some of our col-
leagues, have had close ties for many years with oth-
er parliaments and legislatures through the member-
ship of this House in the Commonwealth Parliamen-
tary Association. Some of us maintain many close
personal links with current and former members,
clerks, and CPA officials around the Commonwealth. |
am one of those.

I have used this network, with the help of a
former CPA official, to try to find a precedent for the
present Government's proposal to have both the
Premier and the Minister of Finance speak a second
time to close the Throne Speech and Budget debate.
Two of them! Not only did I find no such precedent,
Mr. Speaker, but the rules and practices in parlia-
ments large and small across the Commonwealth
clearly prevent Government from abusing parliamen-
tary practice in this way.

It does not matter whether we are talking
about motions, about general or special government
bills, the Throne Speech or the Budget. There is no
precedent for this practice, and that is because there
are procedural principles specifically against it. There
are several alternative procedures used in other
Commonwealth parliaments, Mr. Speaker, which we
could examine if we want to undertake a careful and
considered review of how we conduct the people’s
business.

But this ad hoc changing of this and that in
midstream so that it benefits the current persons,
cannot work. If you want to honour and respect the
principles of good parliamentary governance, we will
not pursue the Government’s self-interested plan, or
the Premier’s self-interested plan, or change our rules
on the fly to suit the Government's or the Premier's
personal whim. And that is, in defence, he wants to
have the opportunity to offer his point, but doesn'’t
have to defend it.

Mr. Speaker, a precedent for this proposal is
said to be found in the Bible of parliamentary practice,
Erskine May's [Parliamentary Practice] a treatise on
the “Law, Privileges, Proceedings and Usage of Par-
liament.” A reference to page 161 of the 24" edition,
which the Speaker used last year when | objected,
says that in the Throne Speech debate (She didn't
read all of it and | didn't have that 24" edition.): “. ..
by practice the last two speakers are allowed
some latitude in replying to the debate as a
whole.”

The Government has chosen not to mention
the first part of that description when they quoted it
last year. “That reason,” | quote: “Although the
scope of debate is restricted by the normal rules .
.. The practice at Westminster for the Speech from
the Throne is for speaking positions to alternate be-

tween opposite sides of the House on that occasion—
Government/Opposition; Opposition/Government.

There is a practice also that each Member
has the right to speak once except for the mover of a
motion who can open and then reply to the debate.
The “latitude”, Erskine May says about that, which is
given to “the last two speakers”, refers to the con-
tent of their speeches (what they have said in opening
or in their statement). They can respond to the wider
debate, not simply to the final amendment because at
Westminster we have something else. The debate,
the Speech from the Throne, ends with Opposition
motions. Something else that was not mentioned
when the Speaker referred last year to page 161 of
the 24™ Edition of Erskine May.

That latitude does not refer to the selection of
who is to speak; it does not give permission to two
Members to each speak twice, and it certainly does
not reserve those last two speeches for the Cabinet,
and specifically it does not give the Prime Minister,
Premier, Chief Minister, or Leader of Government
Business (whatever they want to call the leader,
whatever you term it) the right to speak twice on the
occasion of the Speech from the Throne.

At Westminster, Mr. Speaker, at the House of
Commons and here at our House in these Islands this
here Chamber, the mover of a substantive motion,
such as what we do on the Budget and Speech from
the Throne, and that is a Minister has the right of reply
at the end of debate—one right of reply, not two, for
the Cabinet. One Minister replies at the end of a de-
bate and speaks for all the Government. There is no
Westminster precedent for having two Ministers close
a debate or for allowing both of them to speak twice.
There is no Westminster precedent and there is none
except what he did here last year.

Mr. Speaker, this is not just a Westminster
rule at the House of Commons. | have looked at a
cross section of Commonwealth parliaments repre-
senting large long established parliaments and small-
er houses, both long established and those in earlier
stages of development. | have reviewed the Standing
Orders of the United Kingdom House of Commons,
some of which | have here, the Canadian House of
Commons, the Lok Sabha of India, the House of Rep-
resentatives of Malaysia, the Parliament of Singapore
and New Zealand’s House of Representatives.

| have looked at advice from Clerks concern-
ing practices in Houses in Australia, the UK, New
South Wales, the Australian Capital Territory, Ontario,
British Columbia, Bermuda, Trinidad and Tobago, Tu-
valu, and the Organisation of Eastern Caribbean
States.

1) There is no precedent or standing order allow-
ing two members of Cabinet to close a de-
bate.

2) There is no precedent allowing any Member
to speak twice in a debate other than the one

Cayman Islands Legislative Assembly



Official Hansard Report

Monday, 26 May 2014 31

closing speaker, and, in some jurisdictions,
brief clarification by any Member who may
have been misunderstood, or misquoted, also
clarifications of personal statements are al-
lowed in our Standing Orders as we know in
Standing Order 30.

3) There are many procedural principles against
the proposed procedure, Mr. Speaker.

4) No clerk anywhere in those countries men-
tioned or is aware of any such practice or
precedent in any jurisdiction. No country! Not
even in the Mosquito Cays.

We in this House pride ourselves in adhering
and trying to adhere to the best principles of parlia-
mentary democracy. The Premier's new practice is
incompatible with these principles as | have outlined
and is, as far as | am concerned, an abomination to
the precedents of parliamentary democracy.

So, Mr. Speaker: 1) all Members including a
Premier or a Minister can speak once in a debate oth-
er than the one Member who moved the motion or bill.
In our case the Minister of Finance has that right, who
also, if he chooses, closes that debate. That is what |
am talking about.

You can see this in Malaysia’s standing Order
35 or New Zealand’s Standing Order 106. And it is
specific in our Standing Orders that you only have that
right, one person has that right in our Standing Or-
ders.

2) A Minister or any Member can only be al-
lowed to speak again to make a very brief clarification
if a Member has misquoted them, and that is in, for
example, Canada’s Standing Order 44, and is allowed
also in our Standing Orders. You can make a state-
ment to clarify what you said.

3) One Minister closing a debate speaks on
behalf of the entire Government as in India’s Standing
Orders, and our Standing Orders.

4) Any special speaking rights accorded to a
Premier or a Minister are usually also accorded to the
official Opposition, as in Canada’s Standing Order 84.
This is not practiced in Cayman.

5) Any variations in the rules in order to pro-
vide special speaking arrangements for special events
are provided in advance in the Standing Orders which
lay down precise rules for those events. That is how
we understand it, for instance, someone giving a gift
to the legislature as has happened here in the past.

6) Any proposed change in practice is referred
to a committee to review Standing Orders via a
properly publicised motion to the House to do so, as is
the practice in our Standing Orders if you want to
change the Standing Orders.

Parliaments and legislatures adhere to these
principles across our own region. For example, they
do this in Bermuda and in Trinidad. The model rules
for the nine parliaments for the Organisation of East-

ern Caribbean States, that is, those islands in the
eastern Caribbean, follow those rules. Mr. Speaker,
they follow those principles elsewhere in the Com-
monwealth as well, in Ontario and in New South
Wales. They respect these principles in the Australian
Capital Territory legislatures and the Parliament of
Tuvalu which are about the same size as ours.

This is what they do in Kuala Lumpur and
New Delhi and in Canberra, Singapore and Welling-
ton. That is what our Standing Orders also say we
should do. There is nothing else here in our Standing
Orders allowing the Premier to do as he is doing. In-
stead of disregarding our rules based on a misinter-
pretation, if that is what it is, of a handful of words in a
book hundreds of pages long and instead of ignoring
practice among our Commonwealth parliamentary
partners this Legislative Assembly can consider very
carefully different arrangements which other parlia-
ments find useful.

And if the Premier wants to do this, it's dis-
tasteful to me that he should want to, but if he wants
to, he has the majority to do it properly through the
Standing Orders, careful consideration of those rules,
procedures, better results for the people than rushing
into someone trying to give the Premier an advantage
over the Opposition. That is what this is all about. This
House, the Government Members, the Independents
on that side over there, should not allow themselves
to be used to disregard longstanding rules for when
we are privileged to speak here. If these Members
vote for the Premier to do so, they are disregarding
the democratic principles we must adhere to and that
are set down in our Standing Orders.

There are special things practiced in the UK
that we do not do here. For instance, in the UK House
of Commons practice the Queen’s Speech debate can
be broken up into separate discussions for each day
of the debate and a different Minister opens and clos-
es debate on that day. That is something not done
here, but if that is something that they want to do,
that's a possibility.

Malaysia's House of Representatives’ Stand-
ing Order 66 provides time for any number of Minis-
ters to reply to the second reading of the budget bill so
each can speak once to respond to comments on their
Ministry’'s estimates. Once!

Mr. Speaker, when we used to have a differ-
ent set up at the State Opening in February with the
Throne Speech by itself, then the Government moved
the debate and closed the debate on the Throne
Speech. It has never been the case, as | have just
said, Mr. Speaker, since we have now come to the
point of having the Budget and Throne Speech deliv-
ered together at the opening of a new session of this
Legislative Assembly and debated together. Never!

Several New Zealand and Canadian Standing
Orders allow Members to share speaking slots in cir-
cumstances where there are specific limits on the
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length or number of speeches in a debate. This is not
included in ours, Mr. Speaker.

The Canadian House of Commons and the
Ontario Legislature have brief question and answer
periods after speeches to allow Ministers and Mem-
bers to question what a speaker has just said. We
only do this in our Standing Orders when a statement
is delivered by a Minister, as | did this morning, and as
you rightly gave permission for. We can question the
Government—short attempts, but very brief questions.

It is common around the Commonwealth that
the adoption of a new practice to meet an urgent need
requires the Speaker to obtain unanimous approval of
the House. The Premier’'s proposal and actions . . .
last year we let it slide; but not again this year. And he
has gone further this year in taking away the rights
from the Minister of Finance. That violates the princi-
ples of democratic practice which this House is elect-
ed to uphold. If this House wants to change the way it
works, it should do so carefully and because that
which we would seek to do would produce better re-
sults for all of us. Not more contention.

And they will say that it shouldn't bring con-
tention, but it does! Because it is not parliamentary
practice. It is not good what the Premier is doing. And
it should not change to give the Premier the last word
twice. That is unfair to the House and particularly to
the Opposition. You opened the statement, you had
your say, and now you want to close the debate.
Why? Why?

[Inaudible interjection]

Hon. W. McKeeva Bush, Leader of the Opposition:
Mr. Speaker, the Premier is asking if | am afraid.
Afraid.

Afraid of what?

Afraid of whom?

I've seen uglier duppies than him.

[Laughter]

Hon. W. McKeeva Bush, Leader of the Opposition:
And they didn’t frighten me, Mr. Speaker.

It is not a matter of being afraid. If he wasn't
afraid then he would do the normal practice. But obvi-
ously he is afraid! That's why he chooses to want to
take away the right from the Minister of Finance, who
has that right—

[Inaudible interjection]

The Deputy Speaker: Can we get back to the . . .
Hon. W. McKeeva Bush, Leader of the Opposition:
| will leave that.

| say we shouldn’t change it. And | am saying
so to the Members over there. This is a longstanding

procedure, process, and now we are changing it to
suit the Premier who wants to have the last word.

He can do that. He can easily wait everybody
else out. He has given his statement. Ministers have
that opportunity, Mr. Speaker, we don’t (on this side),
have that opportunity. Nope. And that's ever in our
Standing Orders. But he has that right. He can refuse
to speak in a debate and get up and give all of his ac-
complishments in a statement or anything; defend the
budget in a statement, anything. But he does not have
the right to come here and do this! That is what | am
complaining about.

| know | am right, as is recorded in the Com-
monwealth practices and procedures around the
Commonwealth for ages, hundreds of years. That is
unfair to the House and it is unfair, particularly, to the
Opposition. Previous Cayman Governments did not
need it and other Commonwealth countries and gov-
ernments do not need it. Once should be enough for
the Government and the Premier in this matter. | know
once will be enough for the Caymanian people.

The Deputy Speaker: Mr. Premier?

The Premier, Hon. Alden McLaughlin: Thank you,
Mr. Speaker.

And to think all of that because the Honoura-
ble Leader of the Opposition is fearful of me winding
up the debate on the Budget and Throne Speech de-
bate.

Mr. Speaker, a convincing speech, except it
ignores the fact, it ignores the historical context of how
we get to be where we are today, it ignores the Con-
stitution and it ignores the precedent which no other,
none other than the Leader of the Opposition himself,
set.

Hon. W. McKeeva Bush, Leader of the Opposition:
No, no, no, no. And what you complained about?

The Premier, Hon. Alden McLaughlin: Not to men-
tion, Mr. Speaker, that it also is asking you, as [Depu-
ty] Speaker, to go against the very clear ruling of the
Speaker herself who ruled on this particular matter at
last year's Budget and Throne Speech presentation.

Hon. W. McKeeva Bush, Leader of the Opposition:
That's last year.

The Premier, Hon. Alden McLaughlin: Mr. Speaker,
we cannot allow the fact that the Leader of the Oppo-
sition is so misguided and paranoid of his fear that |
wind up the debate to allow us to go against what is
just good sense and reason.

Hon. W. McKeeva Bush, Leader of the Opposition:
No. Not good sense. Not reasonable either.
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The Premier, Hon. Alden McLaughlin: Let me ex-
plain.

On his tour around the Commonwealth about
Standing Orders, the Leader of the Opposition did not
recognise or acknowledge that what is being dealt
with in those Standing Orders is not on all fours with
the situation here. Under the administration of the
Leader of the Opposition, when he was Leader of
Government Business and then Premier, we moved
from a practice where the Budget was delivered on
one occasion, which set out the financial parameters
and the Government’s financial plan on one date, and
months later the Government’s policy positions were
set out in the Throne Speech, which was delivered by
the Governor.

Under the Leader of the Opposition’s admin-
istration the two were merged so that we wound up
having both presentations done on the same occa-
sion.

Hon. W. McKeeva Bush, Leader of the Opposition:
No, no, no, no. Stop talking foolishness.

The Premier, Hon. Alden McLaughlin: So what we
now have is a combination of—

Hon. W. McKeeva Bush, Leader of the Opposition:
That's why | shouldn’t listen to you, you know. Be-
cause you can't tell the truth!

The Premier, Hon. Alden McLaughlin: What we now
have is a combination of the Government'’s financial
plan which underpins the Government's policies and
programmes all presented at once, because it makes
good sense to do so.

Until the Leader of the Opposition took over it
was the accepted practice that the Government’s poli-
cies were set out by the Governor in the Message
from the Throne. Increasingly, as time has moved on
less and less is said by the Governor on the detailed
policies of the Government—

Hon. W. McKeeva Bush, Leader of the Opposition:
True.

The Premier, Hon. Alden McLaughlin: —and the
Leader of the Opposition adopted the practice, which
makes eminent sense to all of us—

Hon. W. McKeeva Bush, Leader of the Opposition:
Oh? Ha, ha, ha.

The Premier, Hon. Alden McLaughlin: —of him, as
Premier, or Leader of Government Business at the
start—

Hon. W. McKeeva Bush, Leader of the Opposition:
| know you didn’t say so then.

The Premier, Hon. Alden McLaughlin: —to deliver a
detailed policy plan himself.

Her Excellency, the current Governor, has
said to me very plainly: Premier, policy is a matter for
you and your Government. And thus, anyone who lis-
tened with discernment would have gathered that she
did not delve into the details of the Government policy
in her Throne Speech, and her Throne Speech was, |
believe, a record in terms of shortness.

So what happened this morning was Her Ex-
cellency delivered sort of high-level policy positions of
the Government. | spent an hour and a half, or there
about, going through the more detailed policy plan
and programmes of the Government. And that was
followed by a detailed economic and financial analysis
and presentation by the Honourable Minister of Fi-
nance.

So what has brought this contention now is a
motion which | am proposing that these three docu-
ments, these three speeches, be debated simultane-
ously. If it were the old practice, it would have been
two separate sets of proceedings, two separate de-
bates.

Hon. W. McKeeva Bush, Leader of the Opposition:
No! No, no, no, no, no.

The Premier, Hon. Alden McLaughlin: Now, Mr.
Speaker—

Hon. W. McKeeva Bush, Leader of the Opposition:
Mr. Speaker, that is not right what the Member is say-
ing. This House should not be misled, Mr. Speaker.
On a point of—

The Premier, Hon. Alden McLaughlin: Mr. Speaker,
please—

The Deputy Speaker: Two people—

Hon. W. McKeeva Bush, Leader of the Opposition:
On a point of Order, Mr. Speaker, the Member—

The Premier, Hon. Alden McLaughlin: There is no
point of order!

Hon. W. McKeeva Bush, Leader of the Opposition:
—is misleading the House! That practice left the sce-
ne a long time ago when we changed to a Minister of
Finance.

The Premier, Hon. Alden McLaughlin: Please sit
down.

Hon. W. McKeeva Bush, Leader of the Opposition:
In fact, it changed before that, Mr. Speaker. The
House has to know—
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The Deputy Speaker: Two people—two people
should not be on the floor at the same time.

The Premier, Hon. Alden McLaughlin: Mr. Speaker,
I am on my feet, speaking. The Leader of the Opposi-
tion needs to sit down.

Hon. W. McKeeva Bush, Leader of the Opposition:
Well, he is, but—

The Premier, Hon. Alden McLaughlin: He rambled
on for an hour just now. Sit down!

Hon. W. McKeeva Bush, Leader of the Opposition:
No.

Mr. Speaker, the House is being misled and
that is a fair rule. So, if he is not prepared to tell the
truth, then—

The Premier, Hon. Alden McLaughlin: Mr. Speak-
er—

Hon. W. McKeeva Bush, Leader of the Opposition:
—then | shall not be prepared to give way either.

The Premier, Hon. Alden McLaughlin: You are not
giving way, you're interrupting my speech!

Hon. W. McKeeva Bush, Leader of the Opposition:
And | have a right.

The Premier, Hon. Alden McLaughlin: You have no
such right!

Hon. W. McKeeva Bush, Leader of the Opposition:
Look at it. | have a right under the Standing Orders
and in Erskine May, that, the Member is misleading
this honourable House.

The Deputy Speaker: Please, please, please, let, let,
let—

Hon. W. McKeeva Bush, Leader of the Opposition:
I will do so for your sake, Mr. Speaker. But it shows
the reason why we can’t allow him to wind up because
he will continue to mislead and posterity will not know
the difference.

The Deputy Speaker: Order in the House. | beg you.

The Premier, Hon. Alden McLaughlin: Mr. Speak-
er—

The Deputy Speaker: Mr. Premier, | made a decision.

We dealt with this last year on that situation
on 10 October. And Mr. Leader of the Opposition |
appreciate the research you have done on this. And

there are objections. At that time the Speaker made a
ruling. And this is something of the magnitude that |
don't think | should take on myself to change at this
time. As she noted, “1 would advise that this is just
yet another lacuna within our Standing Orders that
needs to catch up with our Constitution as soon
as possible . ..” [Official Hansard Report, 10 October
2013, page 90]

| ask that the motion now be brought to simul-
taneously debate on Thursday, the motion that was
there.

Mr. Premier.

The Premier, Hon. Alden McLaughlin: Thank you,
Mr. Speaker.

MOTION FOR THE THRONE SPEECH,
BUDGET ADDRESS AND POLICY
STATEMENT TO BE DEBATED
SIMULTANEOUSLY

The Premier, Hon. Alden McLaughlin: | move the
following motion:

BE IT RESOLVED that the Throne Speech,
Budget Address and the Policy Statement, “ Stabil-
ity-The Road Map to Prosperity” be debated simul-
taneously on Thursday 29" May 2014.

The Deputy Speaker: The question is BE IT RE-
SOLVED that the Throne Speech, Budget Address
and the Policy Statement, “Stability-Road Map to
Prosperity” be debated simultaneously on Thursday
29" May 2014.

All those in favour please say Aye. Those
against, No.

Ayes

Hon. W. McKeeva Bush, Leader of the Opposition:
No. To the point of the Premier winding up the debate,
No! A thousand times no.

The Deputy Speaker: The Ayes have it.

Agreed: That the Throne Speech, Budget Address
and the Government’s Policy Statement be debat-
ed simultaneously on Thursday 29" May, 2014.

Hon. W. McKeeva Bush, Leader of the Opposition:
Of course.

The Deputy Speaker: The only thing that | would say,
Members of this Legislative Assembly (and forgive my
crassness), | think it's time that we tried to get rid of
last-lick syndrome for whatever it's worth. Take it for
what it is. That's how | feel, sitting in this House for 20
years.
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| call for the motion to adjourn.

ADJOURNMENT

The Premier, Hon. Alden McLaughlin: Mr. Speaker,
before | move the motion for adjournment | wish to
advise all Members of the House that we will be, as |
indicated, working late every evening until we get
through this process. | don’'t want to get caught at the
end with a mad scramble to finish Finance Committee.
So, we propose to work until 7:00 pm on Thursday
and Friday, and until we finish the debate on the
Budget which | expect will take the balance of this
week and all of next week.

Mr. Speaker, | move the adjournment of this
honourable House until 10:00 am on Thursday, 29
May.

The Deputy Speaker: The question is that this hon-
ourable House do stand adjourned until 10:00 am,
Thursday, 29 May 2014.

All those in favour please say Aye. Those
against, No.
Ayes.
The Deputy Speaker: The Ayes have it.

At 1:33 pm the House stood adjourned until 10:00
am, Thursday, 29 May 2014.
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