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Introduction 

The States of Guernsey accounts for the year ended 31 
December 2021 have been released and can be found on 
their website here. 

As we have done in previous years below is a review of those 
accounts and comments provided thereon. 

Our detailed paper analysing all aspects of the financial 
statements entitled ‘Good, Consistent Information, 
Consistently Good Decisions’ based on the 2019 accounts 
can be found here. This was then followed by a review of the 
2020 accounts which can be found here. 

Our recommendation remains just one – follow internationally 
recognised accounting standards as soon as possible. 

You cannot do a good job with the wrong tools. 

https://gov.gg/article/186879/States-Meeting-on-Tuesday-28th-June-2022
https://www.gpeg.org.gg/_files/ugd/1997ba_c03481d81b34479a84a8c90a2fcb783c.pdf
https://www.gpeg.org.gg/_files/ugd/1997ba_9e7183bb5a554d2fb5f7b3eaeedffcb6.pdf


                                                                                                                                                                   

 

Review of 2021 accounts 

The summary position is that the accounts 
continue to be prepared in a home-grown 
form and are very tricky to understand. 
Nonetheless you can find some content 
that really asks for action rather than just 
reporting. The following is prepared in 
order to bring out some of the main issues 
– its clearly not a comprehensive review 
and has to simplify a few of the issues.  

The accounts are 100 pages long. As you 
will see as we proceed you do often need 
other data to get the full picture. 

The Treasurer’s Report 

Page 1 

The accounts start with the Treasurer’s 
Report. It says “The income and 
expenditure of the States contained with 
the Report … does not include all 
government income and expenditure”. 
This may seem odd, and it is, things like 
part of Social Security costs or nine parts 
of the states (Ports, Water, Dairy, Works, 
Waste, Post, Electricity, Aurigny and 
JamesCo) are not “consolidated” (roughly 
“added in”) in the main accounts. This is 
very poor accounting and clearly you need 
to consider the cash generation or 
consumption and asset usage of these 
excluded units to get a whole picture. 

Five of these entities are in a Louis Carroll 
world, there is no company, rather they 
represent assets and liabilities entirely 
owned directly by the States. These are 
Ports, Water, Dairy, Works and Waste. 
However these assets and liabilities are 
excluded from the main states accounts 
although there are items ending up in the 
Main Accounts from writing off  “loans “ to 
these non-existent entities. Implementing 
internationally recognised accounting 
standards would mean such entities would 
have to be included in the main accounts, 
which would be a more accurate picture. 

Consolidating all of these entities to give a 
more accurate picture is not a significant 

task for a qualified professional to 
complete. 

In fairness we are then told that the Social 
Security Funds will be properly recorded in 
the 2022 accounts. Welcomed but well 
overdue! 

Page 2 

We now reach page 2 where we are given 
an opaque rationale for preparing the 
accounts in such a confusing manner. We 
are then reminded that the States voted 
funds to generously cover the costs of 
going to a proper accounting basis 
(International Public Sector Accounting, 
IPAS) in 2012. A serious example of civil 
service delay being tolerated by our 
politicians. This is now promised for the 
2024 accounts – this was identified as an 
issue by the States Chief Accountant 
herself as far back as 2008, read the 
Guernsey Press article here, this will 
therefore have taken some 16 years, 
assuming it is rectified for the 2024 
accounts, which is not currently planned. 

They have started with the only expensive 
part of IPAS – property valuations. 
Arguably this is also the least useful part 
of IPAS – valuing the hospital or a school 
clearly does not generate very useful 
information. But this need not slow down 
the clerical job of doing the rest of IPAS - 
in weeks.  

Page 3 

Section 4 sets out the details of the 
external audit and explains that we do not 
get a proper audit report because the 
accounts do not follow any recognised 
accounting standard.  

The usual “true and fair” attestation by the 
auditors is not given – rather “prepared in 
accordance with note 1 to the accounts”. 
Much more comfort could be obtained if 
the auditors could give a true and fair 
opinion. 

https://guernseypress.com/news/2008/05/09/states-accounting-is-not-fit-for-purpose/


                                                                                                                                                                   

 

However, this page also contains the 
“surplus” of £61m. Given the methodology 
you would have some serious adjustments 
to make before this number is taken 
seriously. There are serious departures 
from normal accounting – capital 
expenditure is written off and depreciation 
is not charged; pensions are totally 
improperly reported, “transfers/dividends” 
to and from non-consolidated non-entities 
are incorporated and more. 

We are unable to provide a good estimate 
of the right number for “surplus”. 

There is a split between “General 
Revenue” and “Reserves and Funds”.  
We, and most people we have spoken to, 
are confused by these divisions, these 
terms are unexplained and near 
meaningless. Clarity could be obtained by 
recognising that the States just have 
assets and liabilities and spending plans 
and doing away with these archaic terms. 
In fairness there has been a pruning of a 
lot of reserves recently but actually we 
don’t need any. 

Many people take (inappropriate) comfort 
from believing that a reserve is backed up 
by segregated assets that can only be 
spent for a particular purpose – actually 
there is very little in the way of restricted 
funds. Mostly reserves are just spending 
plans.  

Page 5 

On page 5 you see a failure to make £6m 
of “savings through transformation” – this 
is related to the large ongoing IT projects, 
which we gather are not going well. 

Page 6 

Page 6 has now been reached – 
noteworthy is the £2.8m for the year to 
support the provision of air services by 
Aurigny to Alderney. A lot for a small 
population. 

Income tax jumped from £329m in 2020 to 
£362 in 2021, presumably reflecting less 
COVID impact and inflationary effects.  

Page 7 

Document duty is getting important – it 
raised £32m in 2021 vs £23m in 2020. 

Page 8 

Pay costs are confusing. It is not 
immediately clear what entities are 
included however we are told that that the 
Full Time Equivalent staff count rose to 
4,862, a rise of 142 - which is largely (if 
confusingly) attributable to COVID. Given 
the promises some deputies had made to 
reduce the number of civil servants it is 
disappointing to see no progress. 

Page 9 

We are told that investment returns total 
£82.5m - £5.8m from loans made from the 
bond issue and £76.7m made from the 
rest of the investments. As the bond costs 
£11.5m pa in interest cost (which is not 
deducted from the related interest income) 
you might form a view that the bond cost 
the taxpayers £5.7m last year alone. 

Page 10 

Aurigny has some quite complex 
accounting, £47m was put in 2021 to sort 
out its ridiculously insolvent balance sheet. 
A further amount will be put in when the 
2021 accounts of Aurigny are published. 
Apparently these 2021 accounts must be 
problematic as they are be completed by 
the end of September. (IAG (the parent of 
British Airways and Iberia) completed their 
2021 accounts on March 2nd.) 

Aurigny is 100% owned by the States and 
for years the States did not include 
Aurigny’s losses in the States’ deficit. Now 
the 2021 draft States’ accounts apparently 
show a loss of £18m in 2021 to add to a 
loss of £50m in 2020. However Aurigny’s 
trading in 2021 recorded a loss of £15m.  



                                                                                                                                                                   

 

It continues to get more confusing when 
we look at note 7.14 on page 10 in relation 
to the Guernsey Ports. Every asset and 
liability of the Ports is directly owned by 
the States. We are told that unsurprisingly 
the Ports lost money in 2020 and 2021. 
We are not told the scale of those losses 
in the States’ main accounts, only if you 
refer to the Ports accounts. They are not 
included in the calculation of the States 
surplus albeit beyond doubt every penny 
lost in the Ports comes directly out of the 
taxpayer’s pockets. 

The Ports is just a label for States 
activities – it has no real legal existence. 
Anyway, we are told that there was a 
transfer between reserves which cleared 
the £14m short term loan facility from itself 
to itself. If this sounds confusing, that’s 
because it is. This is not how things are 
dealt with when internationally recognised 
accounting principles are followed. 

Page 11 

Page 11 prepares us for the pension issue 
(prominently displayed on page 61) which 
means that the next paragraph stating that 
the States’ net assets had increased is 
only true if you are in a universe where the 
accounting rules allow the non-deduction 
of select liabilities. 

Page 14 

Here we see that the staff Superannuation 
pension funds got £51m put in by the 
States and employees in 2021. And £71m 
was paid out.  

The pensions will be covered more when 
we reach page 61. 

Auditor’s Report 

Page 17 

We now reach the auditor’s report. 
Remarkably it says that the Report is 
“intended solely for the Policy and 
Resources Committee ….and should not 

be distributed to parties other than the 
Committee”.  The auditor’s claim to have 
“evaluate(d) the appropriateness of 
accounting policies used”  - this tests 
credibility as the policies used are 
uniquely Guernsey’s very own. Failure to 
consolidate, pension accounting, fixed 
asset expensing, lack of elimination of 
intra-States transactions, inclusion of 
assets where the States is effectively a 
nominee – these are all significant 
differences from the norms of concept and 
standard based accounting practices. 

Notes to the Accounts 

Page 36 

Page 36 shows that £17.5m of the £61m 
surplus came from swiping the Seized 
Asset fund. Certainly not recurring in 
nature and might have merited greater 
visibility, The repayment of a £1.2m capital 
grant from Guernsey Water (100% States’ 
owned) is also part of this £61m surplus. 

Page 39 

We learn that despite losses in 2021 the 
net assets of the non-entity Ports rose to 
£220m, largely from fresh cash being 
deployed. The great majority of this is the 
physical port. At no point in recent years 
(ever?) has the Port generated a profit 
which would support that figure for net 
assets. 

Given the essential nature of the port the 
valuation is of little practical use. 

The Social Security Contributory Funds 
(£1bn on the Balance sheet!) deserve a 
paper of their own – on the GPEG 
agenda. Patience please. 

Page 40/41/42/43 

The investment portfolio is not disclosed at 
the level of detail that you might expect. 
We are not allowed to know anything 
much of the balance of the portfolio and 
really very little of the risk profile. 



                                                                                                                                                                   

 

There is no split of realised returns as 
opposed to the much less solid 
performance of valuations of all kinds of 
assets. What portion of the alleged annual 
return of 9.7% is valuation? 

In particular we know very little if the 
Guernsey related portfolio of the Guernsey 
Investment Fund – which given the 
potential issues of conflict you could 
expect a lot of detail.  

Page 59 

This shows an intricate reconciliation of 
cash flows. Clearly you need to look at the 
cash movements of everything the States 
owns but this is not done, as mentioned 
above certain entities remain 
unconsolidated. 

Page 61 

We now reach the States’ Public Servants 
Pension Scheme. GPEG has written 
extensively on the subject. Refer to our 
papers ‘Beware of the Hole’ and ‘Inflation 
– The States Employee Pension Fund’. 

Inflation is ripping away (10% +) and the 
likelihood of investment returns exceeding, 
or even matching, inflation is much 
reduced.  The valuation used for the 
accounts utilises a 3.2% inflation 
assumption. 

Very recently the States have published 
the ‘valuation’, which can be found here. 
This was some two years late. We will 
publish a brief review of that very soon. 

Even the (now optimistic) computation of 
the deficit shows the total liability at 
£3,043,502,000. Three billion. 

The deficit rose by £74m in the year 
whereas contributions were at £50m. The 
deficit is £1.3bn as computed by normal 
accounting measures. 

There are defects in the accounting 
methodology but at least it is consistent. 

Taxpayers are taking a huge risk on future 
investment returns and politicians argue 
about much smaller numbers. 

Page 67 

The States have guaranteed £41m of 
Aurigny’s debt which realistically is 
unlikely to paid off by Aurigny. In any case 
given the 100% ownership of Aurigny the 
debt is effectively the States’ debt.  

Page 69 

Here are a table of subsidies which shows 
a very welcome reduction in Covid support 
payments from £51m to £23m. Perhaps 
worth noting is overseas aid grants of 
£2.1m, intriguingly Dairy farm 
management payments (various) got £1m 
and startlingly a total of £5.5m in grant 
payments individually less than £50,000. 
That is well over 100 grants – it would be 
good to see what these are. 

Valuation of Fixed Assets – 
Appendix IX 

Page 99 

As mentioned above as the States have 
decided to implement IPSAS in a phased 
manner which in the 2021 accounts 
means they have chosen to include the 
tentative early valuation of the States fixed 
assets of more than £1.2bn. 

But needless to say it is never as simple 
as it could be – the valuation will not 
include the unconsolidated States trading 
entities such as the Ports, Water, Dairy, 
Works and Waste - which visibly have a 
lot of fixed assets. The valuation of the 
Port assets for example is really quite 
philosophical. If we were selling the port 
then its potential profits would not justify 
much of a value being attributed to the 
assets. However we definitely need a port 
so we have to use depreciated 
replacement cost. Itself a bit of a guess, 
both as to current replacement cost and at 
its useful life. 

https://www.gpeg.org.gg/_files/ugd/58aa14_4938e2f597fa4b0a97763197f7127993.pdf
https://www.gpeg.org.gg/_files/ugd/b1f5f7_f1bb27671dcb40f1aac40eb27af2c80b.pdf
https://www.gpeg.org.gg/_files/ugd/b1f5f7_f1bb27671dcb40f1aac40eb27af2c80b.pdf
https://gov.gg/article/189745/Superannuation-Fund---Actuarial-Valuation


                                                                                                                                                                   

 

Oddly we will have spent serious money 
on the (not very important) valuation 
process as an early step to improving the 
accounts. Then why leave such significant 
parts of the States’ assets out? 

The Funding and Investment Plan 

The Accounts were issued at the same 
time as the update of the Funding & 
Investment Plan Update (refer to page 135 
of the Government Work Plan 2022). 
Basically, in this you get another number 
for “surplus” of £15m (based on the 
budgeting presentation rather than the 
way the accounts are presented or any 
form of normal accounting). You then get 
another figure for surplus on another 
basis. Its very confusing. There is a rather 
opaque footnote about the Guernsey 
Healthcare Fund. 

Anyway, whichever way the numbers are 
shuffled the cash coming into the States is 
not enough to fund even minor capital 
spending a few years out. Total capital 
spending is forecast at c£600m to the end 
of 2025.  

This is to be financed by selling the States’ 
investment portfolio – which will be 
substantially consumed in this period. We 
proudly boast of the investment returns in 
the Accounts of 7.4% over the past 5 
years. We have £150m of unutilised bank 
borrowing facilities which cost perhaps 
4%. No need to be a financial genius to 
wonder why the decision is not to use the 
borrowings. 

For the actuarial valuation of the States’ 
civil service pension the States have 
assumed investment returns of RPI (latest 
UK rate 9.1% pa) plus 2.5%. If you 
sincerely believe this assumption then not 
to use borrowings, rather than selling 
investments seems, at best, very 
inconsistent. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.gov.gg/CHttpHandler.ashx?id=153352&p=0


                                                                                                                                                                   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The issue is that we have limited hope for economic 

growth and continue to have a narrowly based economy 

with its very obvious risks. The capital expenditure will 

keep coming – at least £100m pa. When we run out of 

assets to sell (c 2028) then borrowings will be the only 

alternative to higher taxes (which might, or might not, raise 

the needed cash).  

On top of the capital spend there is a steady growth in the 

unfunded pension obligations. This number is uncertain 

but certainly around £50m in an average year and could 

easily be a great deal higher. 

Ageing will lead to higher health bills, more pension 

expense and a diminishing working population.  

The future financial picture is gloomy – and needs 

mitigating sooner rather than later. 
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