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[MRS BARBER in the Chair]

Procedural
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The Chairman (Mrs Barber): Good afternoon and welcome to this meeting of the Public
Accounts Committee. I am Clare Barber MHK and I am chairing the Committee for this inquiry.
With me are Mrs Ann Corlett MHK and Mrs Kate Lord-Brennan MLC.
If we could ensure our mobile phones are on silent, or off, so we do not have any
interruptions, that would be most appreciated. For the purposes of Hansard, I will be ensuring
that we do not have two people speaking at once.
This is the second public evidence session in the Public Accounts Committee inquiry into the
Media Development Fund. As you will know, the Committee has resolved to look into the
matter, in particular looking into governance procedures from the time of the 2007 decision to
use CinemaNX through to the switch to Pinewood Fund Advisors in 2012, with the associated
investment in Pinewood shares, to the present day.

EVIDENCE OF
Mr A Bell, Treasury Minister 2001-10, Minister for Economic Development 2010-11 and
Chief Minister 2011-16;
Mr D Cretney, Minister for Trade and Industry 2006-11;
Mr J Shimmin, Minister for Economic Development 2011-14; and
Mr W E Teare, Treasury Minister 2011-16
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Q55. The Chairman: Mr Bell, Mr Cretney, Mr Shimmin and Mr Teare – welcome. We have
invited you to meet with us today because you each held a relevant Ministerial post in either
2007, when the decision was made to work with CinemaNX or 2012, when the change to using
Pinewood Film Advisors was made.
By way of an opening statement, would each of you like to set out briefly your individual
involvement with the Media Development Fund?
Would you like to start, Mr Bell?
Mr Bell: Yes.
Well, thank you for the invitation today. I was not quite sure what you were expecting from
us as an opening statement so I have just picked up one point that was raised in the initial
letter – as I have not been following this debate in any way at all – and that is really how the
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whole film industry started and the thinking behind it, and really where the foundations for all
this came from.
So if I can take you back: when we talk about the film industry we are actually talking – most
people are talking – about just the last few years. But I actually suggested setting up a film
industry on the Isle of Man back in 1987 when I was first appointed Minister of Tourism. At that
time the economy in the Island, as we all know, was in a pretty desperate state and tourism in
particular was in its death throes, virtually, it was so bad. So tourism was in steep decline.
One of the ambitions, though, that people had in the industry at the time was following on
what happened in Jersey with the filming of Bergerac and the huge boost that gave to Jersey
tourism. I thought it would be something worthwhile exploring ourselves to see whether we
could do something similar here. And coincidentally with that pressure, there were many articles
coming out of the United Kingdom about the lack of support from the Thatcher government for
the arts and for the film industry in the UK, so much so that many of the film products were
actually going abroad to various parts of Europe, to Africa, South America but not in Britain. So it
struck me there might be an opportunity there for the Isle of Man to capitalise both on
diversification in the economy and also to give the Island’s profile a boost to stimulate tourism.
So essentially the film industry started off not as a moneymaking enterprise in terms of
investment, but as a way of stimulating more activity in the tourist industry. But it was not quite
as straightforward as just setting up a new industry and we struggled for the first few years to
actually put a structure together. We met and consulted lots of professionals in the business,
particularly with Elstree film studios, we had an initial relationship with them, with Ardmore film
studios in Ireland – we met and discussed with them. But we still struggle to get a financial
structure which would work for the Island.
So around 1990 we met with Steve Christian, who ultimately took the thing forward. Steve at
that time was working for Ernst & Young and he was being contracted to the then Department
of Industry as a consultant on their investment strategy. So he started to work with the
Department of Tourism to try and put together a package which would work. Fortunately for us,
Ernst & Young at the time had a film division in their head office in London, and so we used the
expertise of Ernst & Young in London at that time to try and put a package together. Initially the
suggestion was to do with tax credits and how we offer them to filmmakers.
So we eventually managed to get things going in the early 1990s. Then immediately after that
we were introduced to Sir Sydney Samuelson, who was the first Chairman of the British Film
Commission, who visited the Island, we met him several times and we used his expertise to set
up the Film Commission here – and this is another point I think which you have raised in your
letter. So a lot of work went in over a long period of time, taking the best advice we could from
professionals in the business in the early 1980s, to put a package together to make this industry
work. In 1994 I left the Department of Tourism and responsibility for progressing this initiative
then passed to the Department of Industry. In 1995 we produced our first film, The Brylcreem
Boys.
So the point really I want to make in my introductory comments is that this was not an
off-the-cuff idea, ‘Let’s have a new film industry’. We spent eight years actually talking to
professionals to put this together from the original thought to when the first film was made. So a
huge amount of work went in and a lot of thought went in to that and thankfully, I believe, it has
been very successful. We have delivered over 100 films and TV productions and, as verified by
the independent Oxford Economics, around £300 million has been paid directly into the Isle of
Man Exchequer in taxes in one form or another.
So that was just a few comments to start off with, as I was, I think, the only one who was
involved at that stage in it. It is a story which really does not get repeated very much – we hear a
lot of negativity, but the actual hard work and the concept in the first place has had very little
publicity. So if I can leave that thought with you as an opening comment – that was the starting
point of this whole exercise.
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Q56. The Chairman: Thank you.
Mr Teare, did you have any?
Mr Teare: Well, thank you Madam Chair.
For the record my name is William Edward Teare and my background was originally in
banking, before entering politics as the MHK for Ayre in November 2004. My skill-set was in
credit and my portfolio included some of the largest corporates, where I had to seek the
approval of the Royal Bank of Scotland main credit committee. I benefited from extensive
specialised training which was delivered by the NatWest Group for over many years. This
enabled me to analyse complex financial information.
In May 2005, when the problems of the Manx Electricity Authority emerged, I was appointed
by Tynwald to be Chairman of the Board, along with others, including the late Mr Stephen
Christian, who like myself took no fee for his endeavours. We stabilised the situation, dealing
with many complex issues, not all of which were financial.
After the 2006 general election I was appointed to be the Minister for Health and Social
Security but retained the chairmanship of the MEA for a further year to finish the task. In 2010 I
was appointed as the Minister for Education and Children. The following year I was re-elected
and I was appointed as the Minister for the Treasury, where I remained until I stood down in
2016.
I would stress that I want to help the Committee in its deliberations, but I am somewhat
hampered as I was instructed by the Data Protection Registrar to destroy all my records both
held on a computer or hard copy at the end of my term in office. So I have got nothing to refer
to, to refresh my memory. So with that in mind, I am quite happy and prepared to deal with any
issues that you may want to address to me.
Q57. The Chairman: Thank you very much, Mr Teare, and we do appreciate that you may not
have the records now, in light of data protection. So thank you.
Mr Shimmin.
Mr Shimmin: Thank you, Chair.
My name is John Shimmin, I was first elected to House of Keys in 1996. I stayed a Member of
Tynwald until the year 2016. For the purposes of this Inquiry, I was a Member of the Department
of Trade and Industry in my first term, under Minister North. I then became a Minister in the
year 2001 and stayed as a Minister in the Council of Ministers until 2014. Between the periods of
2011 and 2014, I was the Minister for the Economic Development Department.
Thank you.
Q58. The Chairman: Thank you.
And Mr Cretney.

115

120

125

Mr Cretney: Thank you.
I was Minister of Tourism and Leisure between 1996 and 2006 and Minister of Trade and
Industry between 2006 and 2010. Going back much further, over the years the Isle of Man
Government has followed a policy of diversification of the economy, reinventing ourselves and
seeking new opportunities. From my personal perspective, in 1985 when I was elected there was
a misery of over 3,000 people unemployed, of a smaller working population. There were
practically no financial reserves whatsoever.
Fortunately, those who went before us had recognised opportunities in manufacturing and
financial services, so the need for migration from the Island had improved, but employment in
some sectors was still very seasonal. And so it was in the late 1980s, early 1990s that Allan Bell
as Minister of Tourism saw the potential opportunities in establishing a film industry on the
Island.
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In 1995 this came to be and between then and 2007 the Island hosted 83 productions,
facilitating 193,000 hotel bed-nights and a direct spend to local services and suppliers of
£67 million, plus extensive media coverage.
It became clear that changed circumstances dictated a change in direction in 2007. This
included very generous support for film which had been made available in the UK without the
overheads, in particular travel and other costs, filming on our Island. In conjunction and
discussions with others, Treasury prepared a paper, a new formula, and this was presented to
Council of Ministers on 3rd May 2007. This was agreed and on 4th May 2007 I formally signed
this off from the DTI perspective, and from an Isle of Man Film point of view on 8th May 2007.
From that time forward, the DTI role was for the Film Office to play a part in choosing material
and facilitate filmmakers while supporting Treasury.
One final point on that as a matter of context: unfortunately the changed arrangements
coincided with the 2007-08 financial crisis, where the UK economy suffered the deepest
recession since the Second World War, which clearly devastated the investment markets.
Despite that, there continued to be a number of standout successes, including TT3D: Close to the
Edge, which greatly assisted in promoting the Island worldwide, and one other I was involved in
supporting, Chico & Rita, the Best Animated Feature Film at the European Academy Awards and
Oscar nominated in 2012.
Thanks to the dedication in particular of the late Steve Christian, the Isle of Man became
world recognised in areas it previously was not.
Q59. The Chairman: Thank you, Mr Cretney, and thank you all for the opening statements.
We have got a series of questions and we will try not to repeat things that have already been
covered.
So Mr Bell, you talked about the background to the film industry, which I think as you say is
often not talked about. We just wondered – just to sort of delve into that a little bit deeper
around the development of the film industry, because you talked about the fact the idea had
initially come in 1987, but it took quite a long number of years to come up with a model that
would work – I wonder if you could go in a little bit more detail around why some of those did
not work out.
Mr Bell: Primarily I think because many of the film producers that we were talking to were
actually looking for outright grants from the Isle of Man, and as David rightly says, in the
early/mid-1980s the Isle of Man’s economy was very much still recovering from recession and
the funds which Government had in reserve at that time were very, very limited and clearly the
priority of Government funds was for supporting the public services that we had, not necessarily
going into film.
So we were looking to try and put a scheme together which somehow would attract people
to the Isle of Man to provide that new industry and the promotion of the Isle of Man without
Government having to put out direct grants into the films – because we did not have that money
at that point. So we spent a lot of time talking to people involved in film finance, the film studios
themselves, and as I said, we had extensive discussions with Elstree film studios and got close at
one point to actually having some sort of partnership with them. But right throughout all that
period, the underlying message was, ‘We need Government grants to go into it’, and we were
trying to avoid – well, we had to avoid – that, because we did not have the money at the time to
do it.
So it was to try and find an alternative scheme which would encourage people to come here
without necessarily jeopardising Government reserves at that time.
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The Chairman: Thank you.
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Q60. Mrs Lord-Brennan: Thinking back to 2007, there was a shift really, it would seem, in the
film industry strategy for the Isle of Man. Thinking about CinemaNX and that shift, could you
take us back to the thinking around that time, Mr Cretney, and also pick up on what you were
saying about DTI supporting Treasury and how that relationship was working – where the lead
from it was coming from?
Mr Cretney: Yes, it became clear that the existing model was not going to be sustainable into
the future and as such, a lot of work from … I remember papers from January of that year
looking at possible ways to take the industry forward and that culminated in the paper which I
referred to in my opening remarks, which was considered by the Council of Ministers on
3rd May about the potential new way forward – and that is what happened.
Q61. Mrs Corlett: Mr Bell, you mentioned in 2010 that 90% of all British-related independent
films lose money, that the industry is one of the most volatile and unpredictable: so how did you
mitigate the risk of losing money?
Mr Bell: Well, once we got underway there was, initially at least, not very much in the way of
Government money exposed to those deals because the tax credits came in and we tried to
obviously make the best selections as to the films we were going to support. But you know, film
is a risk business. We went into that with our eyes open. I have right throughout my political
career been a passionate believer that Government, if it is going to make the economy grow, has
to reinvent itself periodically and it has to be prepared to take risks. And risks: there is an upside
and a downside with any risk, as you know.
So whilst we did our best to mitigate against any losses in the early days there was a
recognition that it could lose money. But the way things evolved eventually, while some films
did lose money, ultimately, if you put the equation as a whole, the Isle of Man has made a lot of
money out of this.
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Q62. The Chairman: In relation to investment in film, over the years what did the taxpayer
actually fund? Obviously talking about the total amount of money, you are saying that there was
a net benefit to the Isle of Man purse, but just what was the initial buy-in?
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Mr Bell: I have not got those figures. I think those are covered by the Oxford Economics
report, aren’t they? I do not have the detailed figures with me, no.
Mr Teare: Can I suggest, Madam Chair, that the Committee might like to have a look at a
report which was produced by the UK Office of National Statistics, which sets out the benefit of
the film industry to the UK economy. It is quite clear that it has developed jobs, investment in UK
industry and it has had a wider effect as well, because it is not only the actual making of the film
or the shooting of the film; it is the technical background as well.
When myself and Minister Bell were down at Pinewood it was quite clear that this was very
much a high-tech business and when you are exchanging data, as you I am sure are aware, you
need big tubes to carry that data to other centres, and Pinewood were able to dub a Disney film
into 40 different languages within a month and have it all validated by native speakers. So this
was a high-tech industry, which was very attractive.
Q63. The Chairman: I know that you have not got the details in front of you, but are any of
you able to comment on how the Isle of Man Film Commission, that later became Isle of Man
Film Ltd, was funded in the early days?
That is fine. Okay.
Mr Teare: No, I am sorry, that was before my time.
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The Chairman: Okay.
Mr Cretney: Well, it is not before my time. There was an amount of money allocated for this
purpose because it was determined that this was something that would help us diversify the
economy, and as such that amount of money, which I am sorry, I remember the exact detail of,
but that money was allocated for this purpose.
But obviously one of the things that changed, and I perhaps should have elaborated a little
bit more in response to Mrs Lord-Brennan, was that we were faced not only with the 2007-08
difficult situation globally, because of the downturn, but also the UK had a completely different
model than us in terms of film and they were 100% subsidy driven. So the 100% money that they
put in was not repayable; it was a 100% write-off.
So that combined with the cost of coming over here to make films made it a different
proposal altogether then had originally been the case.
Mr Bell: It is also worth pointing out that I did say in my introductory comments that we
spoke to Ardmore film studios in Ireland and that the Irish film industry in those early days was
booming and they had exactly the same arrangements. They had a 100% grant from the Irish
government as well as various other logistical assistance in the process.
So the film industry – it has nothing to do with the Isle of Man itself – really was funded, the
competition, by direct, often 100% grants from the UK government, from the Irish government
and indeed from other national governments across Europe at the same time. So it was a
difficult market to break into.
Q64. Mrs Lord-Brennan: Thank you.
It would seem that there was an appraisal of what the overall market situation was, in that
important time around 2007. But when the proposal for CinemaNX came about in 2007, who did
that proposal come from?
Mr Bell: The proposal to set up CinemaNX?
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Mrs Lord-Brennan: Yes.
Mr Bell: I think it was a joint agreement.
We obviously were facing changes in 2007 to the tax structure and tax treatment of film. I
think it was a discussion as to, first of all, has the film industry been worthwhile? We believed it
had been – it brought substantial financial benefits to the Island, not just in tax returns but also
the spend within the economy as well, which was quite substantial.
So I think it was a joint discussion between the Treasury of the day, the DTI and obviously
Steve Christian and his team as well, as to what the best way forward would be – and this was
what was decided on.
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Q65. The Chairman: Mr Shimmin?

275

Mr Shimmin: Although I have not got direct memory of this, certainly in the paperwork it
does refer to the 2006 Public Accounts Committee report, whereby one of the weaknesses of
the film industry was the dependence on Steve Christian. Therefore I would have thought that
the work in 2007 would have been … the catalyst was the 2006 Public Accounts report to look
for diversification of responsibilities, and out of that would have been born the CinemaNX
proposition.
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Q66. Mrs Lord-Brennan: And at the time was there felt a need to take advice from anyone
else outside the Departments, outside the Ministerial responsibilities and outside the people
involved in CinemaNX? Any other advice taken outside of that?
Mr Shimmin: The only one observation I can make is that during some of the debates around
this area one Member claimed to have heard from a phone call from some unidentified person
that there were other ways of doing it. That was never substantiated but that became part of
the main crux of the criticism of what was being proposed.
I would have thought if you look at the names of the people who were involved and their
track record up to the 2007 period, you would have had some of the leading people in the
industry. However, I am aware that one Member did believe that there was an alternative way
of getting information and that tended to fuel much of the commentary about this for years to
come.
Q67. Mrs Corlett: Can I just ask you, could you clarify why there was no formal tender
process in 2007?
Mr Shimmin: I cannot, but it was an evolution of what was going on at the time. I would have
thought the reason was that we had a successful industry, which we had had in-house and
building up over a period of years with expertise, and at that time – before the recession – was
of significant benefit to the Isle of Man. That all became clearer to the public in 2012 with the
Oxford report. Back in 2006-07 it was known within Government circles that this was a very
positive beneficial system for the Isle of Man and therefore we would have wanted to maintain
that success. Although I was not directly involved in the industry at that time, I was certainly on
the Council of Ministers.
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Q68. The Chairman: So there was a feeling that there was not a need for a formal … because
you already had that historic agreement with people involved?
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Mr Bell: It was a continuation of the arrangements we had had for the previous 12 years or
so, and this was just a restructuring of that agreement. It was not a new agreement in that
context, that it was a new direction altogether. I cannot remember now exactly what the details
of that time were, but I think it was felt appropriate to continue because no one had any
particular problems with the service that Steve Christian and his team provided for the Island. It
was being very successful, we were attracting films, we were attracting high levels of financial
return and I think at that point it was felt appropriate just to continue, albeit with an adjusted
structure and CinemaNX coming in.
Mr Cretney: If could add: if do look at the 2006 report where it says to look at less
dependence on Steve Christian, at that time, in terms of the Isle of Man and in terms of the
global film industry, the influence of Steve Christian was significant. So why would you want to
move away from somebody who was well-renowned within that industry? You would want to
work with him, I would have thought.
Mr Shimmin: If I can add, Chair, there is a comparison to the space industry we had on the
Isle of Man, where the space industry came from nowhere and was mainly … the origin as far as I
can recall, it was before my time, was one individual called Chris Stott. He envisaged an
opportunity for the Isle of Man to become a player within the sector because that was his area
of expertise and I believe he was granted a licence for about 10 years. In the early years, when
all of the time and effort was being built in establishing a reputation, there was no benefit to
him as a company.
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Once it became successful, the politicians started then questioning, ‘Why has he got this
proposition?’, and all the sudden the whole thing became an open tender process which was
going to damage the whole industry; and the future, again, in that sector has been very diluted
because we are a very small jurisdiction and somebody can always come along and say they can
do something better.
When you have a reputation which was developed by Steve Christian in the film industry, to
sacrifice that for somebody who maybe was opportunistic to come into the Island to say, ‘I can
do better’, without the history and the track record, the longevity of service, that Steve Christian
had, to me would have been throwing out the baby and the bathwater at the same time.
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Mr Bell: I think one of the issues perhaps around this too is – and I fully accept in these
instances you do need transparency, you do not need to understand what is going on – but
Treasury, the DTI and all those involved had extensive discussions at that time, I think, as to
what the best way forward might be. It was not anything that was done behind the scenes, so to
speak. It was a fully open transfer.
The issue I think John touched on about the succession was a concern that Steve Christian
himself had. There was a danger that we could have put all our eggs in one basket and had
anything happened to Mr Christian, then we would have been left high and dry. So the change at
that time was to try and broaden it out a little bit, to bring more people in, so that if anything,
God forbid, did happen we would not be left hanging in the air, frankly, with no-one to continue
the thing forward.
We had had a very successful relationship with Steve. He, because of his contacts and his
own energy and efforts, had developed at that point a very successful industry and a very
successful network, supporting the Isle of Man as far as Hollywood as well as in the United
Kingdom. It did not seem appropriate then to start the whole process from scratch, start again
and then break that continuity and those contacts that we had. I think when the assessment
took place, everybody was quite content with the work that had been done and the progress
and success that we had had on it.
Q69. Mrs Lord-Brennan: Mr Bell, you mentioned process and relationships and Mr Shimmin,
you also mentioned the space industry. To what extent was there a sense at the time that
actually much of this, much of the development of these industries, was based on relationships,
on individuals outside Government, championing the causes for particular sectors, more so than
a recognisable process that is coming from Government?
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Mr Bell: I think to answer that question you need to look at the economy as a whole in a
small community like the Isle of Man – a small economy. And quite apart from the film industry,
if you look at quite a number of other sectors and individual industries which have started here,
it has often been on the back of one person’s idea, one person’s energy and drive to push that
idea forward, whether that be film, space, manufacturing – there is a whole range of examples, I
think, where the vision of one individual has brought the idea to Government and Government
has picked up and run with it.
So it is quite natural, I think, in a small community that if you do have that germ of an idea
that Government follows that through. We have had problems with it in the past where
someone has worked hard to work up this idea, has got the idea ready to go, and Government
has said, ‘Well, now it has got to go out to public tender’, which is very unfair on the work and
the groundwork that has been done by those individuals to start the industry in the first place.
The Isle of Man will always need the energy and the vision and the drive of individuals
coming along, regardless of the film industry. I think the Isle of Man currently is at a critical point
economically and there are some very, very big challenges coming our way. We are going to
need to draw on the talent, expertise and vision of a wide range of people within our community
to actually overcome the challenges facing the Island, and out of that will come people with new
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Mr Shimmin: If I can just add that, without being able to quote directly, Deemster Jack Corrin
back in the 1980s talked about in a small jurisdiction like the Isle of Man it is not the fact that
conflicts of interests will be a problem – in a small jurisdiction there will always be conflict of
interest; it is the way in which you manage that conflict of interest. So there is always a
recognition, or should be, that some individuals will have an important role to play, but it is the
management and the governance that is put around that. That was back in the 1980s; it is still as
valid today, that there will always be a conflict.
And regarding the expertise, it is seldom likely that the Isle of Man Government at officer
level or political level will have world leaders in these sectors. You therefore do need to bring
people in and from my experience the most successful ones have always been ones that have
had some buy-in to the Isle of Man through their own upbringing, through their family
connections or long time business connections, rather than people who turn up on our shores
and immediately think they can change it for the better. I think we have had our fingers burnt in
that way, where we have tried to look for people coming in with great ideas that sounded very
attractive but have been less successful. The ones that normally thrive and succeed are ones
who have got an invested part in the success of the Isle of Man as well as the Government and
the people.
Q70. The Chairman: You mentioned just before, Mr Bell, around, this was almost really a
continuation of something that was already there. It was a bit of a restructure but ultimately the
plan was not fundamentally shifting. So I wonder, were there any additional risk assessments
done in 2007 or were the risk assessments founded in the previous set-up?
Mr Bell: Again, it is so long ago now I cannot remember the details of everything that
happened, but I am sure there was a review of the risk assessments which had taken place, and
as I say, the success that the industry had up to that date I think gave people confidence to
continue with that structure and move forward.
Mr Shimmin: If I can add on that, though, that if you take a timeline of 2006 with the Public
Accounts report, that report would have been in preparation for a period of time before. That
would have gone to the previous Council of Ministers before the 2006 election. So a lot of the
preparatory work would have been done in the previous administration, then come 2007 the
new Council of Ministers would have looked at it.
By this time we were aware of the changes within the tax situation in the UK and we then
had a choice– and this is not from memory, this is just looking at the timelines. We would have
had a choice of turning around saying, ‘Can we stay in this industry that we have built up over
many years – got a credible international reputation – or because of the changes in tax do we
walk away from it?’
So the employment opportunities, the presence of the Isle of Man and the reputation was at
stake because of changes in the UK beyond our control. We then had a choice to say, let’s look
at a new model which will build a different type of revenue proposition, and that is what would
have been approved in 2007, which would have been approved just prior to the economic
recession, which would have then had an impact on the projections going forward.
Q71. Mrs Corlett: In the 2007 proposal, it did say, ‘in order to protect the MDF balance from
litigation or other risks the cash balance would be held on a protected trust basis’. Can you tell
us what was the litigation threat or other risk surrounding that?
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Mr Teare: Could I just come in there, Mrs Corlett? A search of the Companies Registry reveals
that the Government did take a charge over the funds which were held by CinemaNX and its
bankers. So that was a way of protecting the Government’s involvement; and also there was a
Government official at that time who was a director of the company as well.
Mrs Corlett: Thank you.

440

Q72. Mrs Lord-Brennan: Was it agreed in 2007 that it would be acceptable that there was
not a return on the investment made into CinemaNX? What was the expectation in terms of
return on the investment?
445

450
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Mr Teare: Well, I think you have to remember, with respect, that the returns on films do not
happen overnight. If you have a look at, for example, The Shawshank Redemption or It’s a
Wonderful Life, they were panned at the time but they have been nice little earners since. So I
think it is wrong just to pick one particular moment not very long after some of these films were
made and say it has been a failure.
But then there is also the knock-on effect in the economy as well –the bed nights, the
economic activity – and that helps to generate jobs in the wider economy.
Mr Bell: I think this is an important issue which should not get overlooked, because the
thinking all the way through this was not just the P&L of a particular film. It was the wider
benefit film production in the Isle of Man could bring to the Isle of Man economy. As Mr Teare
has said, it brought in substantial hotel beds, the local spend was equally substantial, which
created local employment, kept hotels and restaurants going, the local hospitality, which again
all helped to underpin the tourist industry – and latterly of course we need a strong hospitality
industry to support the financial services sector. They are absolutely critical.
So this actually fed a steady flow of money into those fundamental elements of the
hospitality economy, as well as the tax revenue that Government was getting from another
direction. So you must look at this in the round, rather than just the specific P&L of a particular
film.

470

Mr Shimmin: However, building on your point, Mrs Lord-Brennan, the papers that you have
seen have, and I quote, ‘commercial opportunities that arise to maintain and add value to the
MDF balance’. Therefore there was an expectation that this was not just the added benefits we
have alluded to, but actually in its own right, back in 2007, that that would be profitable. It was
not as if this was something done, if you like, in order to write off any of those monies, it was
still anticipated that that project would be self-motivating and raising monies itself.

475

Q73. Mrs Lord-Brennan: Okay. So just to clarify then, it was for the two reasons: one for the
continuation of the local economic impact – the hotel bed-nights, the local economy – so stuff
happening on-Island, just to summarise; but also for a longer term return on investment from
the income from the film. So it was those two leading strategies from 2007?

465
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Mr Cretney: If I could just come in again, the paperwork which informed the decisions that
were made at the time recognised that things going forward were going to be on a different
model than that previously and, for example, if you looked at films that were under £1 million
then it was not worth even going after those kind of films because of the cost in terms of set-up
and travel etc. to come to the Isle of Man in order to carry out such productions.
So they were very focused in terms of the opportunities that they were going to follow.
Q74. The Chairman: What would the policy basis for the approach and the expected benefit
for the wider public – so obviously we have talked about the bed-nights – but just thinking, how
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was that sold at the time? Were the public aware that that was what was being looked for
within this fund?
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Mr Cretney: I remember being contacted by somebody who had been an extra in a number
of films and they were very unhappy because there was a period of hiatus where nothing was
happening, in terms of what had been successful, then the change in circumstances and then
establishing what was going to be the industry going forward, which was on a different basis.
And so yes, people within the industry – and it was not only extras; there were people involved
in a number of aspects, employed in a number of aspects, on the Isle of Man in the film
industry – and they were obviously aware that it was a difficult time and they were clearly
hoping that whatever form those arrived at, it would be able to provide a successful outcome
into the future.
Mr Bell: And that certainly was one of the ambitions we had. It was not just to have films
coming in for a short period of time, doing their bit here and then leaving; we were hoping over
a longer period to establish more permanent jobs on the Island out of that. Now, ironically, we
did develop a number of jobs but they were usually in the film studios in the UK, as Manx people
going away to work. There were a lot there.
We did at some point in the 1990s – I cannot remember what the time was now – see the
development of an animation studio here – because we were talking about all types of films
here, not just the traditional. And that employed quite a few people for a long period of time
and ultimately of course led to the development of the film studio, which was built just outside
of Ramsey on the Jurby Road. So that was intended, or hoped anyway, at one point, that that
would have created more permanent jobs for them. Things did not quite work out with the film
studio, unfortunately.
But this was the general direction that we were wanting to move the Island into: it was to
provide permanent jobs, permanent infrastructure and something more substantial than just a
film – no matter how good the film was – just spending a few months or a few weeks actually on
the Island.

515

Q75. The Chairman: So that was very much the package around trying to mitigate the risk
and the losses (Mr Bell: Yes.) was having lots of different avenues?
Mr Bell: Yes. Yes.
520

Mr Cretney: I referred earlier to Chico & Rita for no reason other than – I mean, as well as it
being Oscar nominated – but also that did employ local people in the animation process and it
was obviously hoped that that would lead to longer term opportunities.
525
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Q76. Mrs Lord-Brennan: Just thinking back to the approval process for CinemaNX in 2007,
how were Treasury able to give approval for that, when it was just noted by the Council of
Ministers?
Mr Teare: Well, the format is – and I was not in Treasury at this time, you recall – that no
financial motion comes to the Council of Ministers or indeed Tynwald unless it has been prior
approved by Treasury. So that is the background.
Mr Bell: The Council of Ministers would have noted Treasury’s decision on that. As Eddie
said, that is the route for all financial resolutions that come forward. So again, I cannot
remember the details, it was so long ago, but that would be the route in.
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Mr Cretney: Just again, if I can refer to 4th May, when I made a written signature and that
said – this was from the Department of Trade and Industry and it followed on from the meeting
of 3rd May of the Council of Ministers – ‘the Department requests the concurrence of Treasury
to utilise the balance of the MDF in order that arrangements contemplated by the above
contract can be put into place’. So it was from the Department of Trade and Industry formally
following on from the Council of Ministers’ discussion seeking concurrence from the Treasury.
Mrs Lord-Brennan: Thank you.

545

Q77. The Chairman: And why did the Isle of Man Film Board need to give approval for that?
Mr Cretney: Why did they?
550

The Chairman: For that decision?
Mr Cretney: I think because the Isle of Man Film Board no longer existed after that. On
8th May, that was the final meeting and so again, it was just formalities.

555

Q78. The Chairman: Formality?
Mr Cretney: Yes.
The Chairman: Okay.

560

Q79. Mrs Corlett: Despite the Articles of Association of Isle of Man Film, do you feel it was
really appropriate for Mr Christian and Mr Fingret to have a vote on the proposal?
Mr Teare: Sorry, how would he have a vote on the proposal?
565

The Chairman: It was in the minutes of the meeting that they were not exempt from being
able to make have a vote on that decision – in one of the minutes that we have.
Mr Teare: Alright, okay. Sorry, I am not privy to that.
570

Mr Cretney: Yes.
Mrs Corlett: That is fine.
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Q80. The Chairman: So was there any reason why this was not specifically brought to
Tynwald for approval as an overall scheme?
Mr Teare: Well, can I just take you back to the governance of the taxpayer – the investment
portfolio that we have – there is nothing brought back to Tynwald in respect of that. So that is
over £1 billion – well over £1 billion in my day – and also too, an investment manager could
invest millions of pounds in a particular line of security without having to come back to Treasury,
because they were given a mandate and they would just get on with it. So in many respects the
governance arrangements which surrounded the film industry were higher than the £1 billion
investment portfolio.
From 2011-12 onwards, when we would be approached with an agreement in principle to
fund a film, the mechanism would be set out for the financing of that film and then it would be
up to us to say, ‘Yes, we like it, could you do some more work and come back with a firm
proposal?’ or, ‘No, thank you, you had better try something else’. And also, when these
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proposals were worked up, the sales – or the recoupment, as it is technically called – for
geographical areas, be it territorial, satellite, DVD or whatever, would be to a certain extent
pre-sold. So there would be a commitment on the part of a distributor to actually pay money for
that film. So that gave us some reassurance that the film script had been independently verified
and appraised before we actually moved forward.
The other thing was that with the films we actually did not put all our eggs in the one basket.
What we were trying to do was to build up a portfolio, recognising that some would be more
successful than others.
Q81. The Chairman: So you mentioned just then the wider budget process and we wondered
did you then or do you now, any of you, feel that the budget process being a ‘take it or leave it’
can lead to challenges over governance?
Mr Teare: Well, from my more recent experience, I would say no, because the biggest danger
is if you have a budget where people can cherry pick, you can guess what will happen. You are
intelligent people – you can guess what is going to happen: they are going to pick out what is
attractive to them and the bits, for example, where I was … I cut the Christmas bonus for
pensioners, with the agreement of Tynwald, but I also took to Tynwald a reduction in the age
allowance for pensioners. Not popular, but you could just imagine if I had brought those motions
separately and not part of the overall budget presentation, what the reaction would have been.
Mr Cretney: If I can just refer back to the point you were asking previously about Mr Christian
and Mr Fingret and whether or not it was appropriate that they should have a vote, my memory
from the meeting on 8th May 2007 is that there was no such vote taken. There was no vote
taken and the directors Mr Christian and Fingret declared their respective interests. But my
understanding is that we were just simply following on from what the Council of Ministers had
decided on 3rd May and which had been endorsed by myself as Minister of Trade and Industry
on 4th May.
It was a formality, there was no vote. There were five people present who could vote and
there were no votes taken.
The Chairman: Thank you for that clarity.
Q82. Mrs Lord-Brennan: If I might just nip ahead with a couple of questions, just to pick up
on something you mentioned there, Mr Teare, about other investment managers: did other fund
managers get to keep the interest generated on the funds that they managed?

625

Mr Teare: That was the agreement with CinemaNX – that was the 2007 agreement.
Q83. Mrs Lord-Brennan: So in Government’s engagements with other investment managers,
if we can say … I think you said that –
630

Mr Teare: No.
Mrs Lord-Brennan: Right.
635
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Mr Teare: No, sorry, thank you for the opportunity to clarify that. That was an arrangement
with CinemaNX. We did not pay funds upfront to anybody else.
So the important thing is – the first thing is – is the film going to be completed? So you cover
that risk by a completion guarantee, and that is done, normally, by an organisation based in Los
Angeles. So they give us a guarantee that the film will be produced within budget and on time.
So those risks are then sorted out.
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Then the other side of the coin is the financial risk, which I explained to you before how we
dealt with.

645

Q84. Mrs Lord-Brennan: Okay. I am just trying to take a step back to see what it was like, the
relationship with Government and any fund managers that it worked with, rather than the detail
of films and things. So for other fund managers, how were they paid for their services and did
other fund managers receive interest from the funds that they managed?
Mr Teare: Sorry, what type of fund managers are you talking about?

650

Mrs Lord-Brennan: Well any other, because I mean obviously Government has other
investments and other fund managers –
Mr Teare: Right, okay.
655

Q85. Mrs Lord-Brennan: So I am trying to assess how CinemaNX was different, where the
processes are different and whether the fact of them keeping the interest generated was
different from what we might expect from other investment managers that Government had a
relationship with.
660
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Mr Teare: Sorry, as I see it, you are conflating, with respect, investments in stocks, shares and
bonds with the investment in the film industry.
With the investment in stocks and shares, the film … sorry, I am getting as bad as you! – the
investment advisers would have discretion. So they would then actually buy a share; we would
get an advice from the brokers that the shares had been bought; we would then give
instructions to make payment against the delivery of those shares to the independent custodian
at the time, who I think was Bank of New York Mellon. So that is how that system worked.
So there were no funds left with the investment managers for their benefit because the
actual investments were under our control with the Bank of New York Mellon and we received
valuations. We could access valuations for those shares on a daily basis. So if I as the Treasury
Minister wanted to know at any particular moment in time, what is the investment portfolio
worth for say the NHI fund, the Notes Issued Reserve Fund, I could then just go and have a look.
Q86. The Chairman: Okay. And with CinemaNX, the processes were different in what ways?

675

Mr Teare: Well, with CinemaNX they got the interest benefit of the funds under their control,
but that was a 2007 arrangement.

680
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Q87. The Chairman: How was it decided that the interest was the most appropriate
mechanism for the agreement with the investment manager? Why was the interest taken as the
right figure?
Mr Teare: I am sorry I cannot comment on that because you will be aware I was Treasury
Minister from 2012. I am not sidestepping it, but it would be wrong for me to guess on
something of which I have no direct knowledge.
Mr Bell: I cannot answer that. I cannot recall what the arrangements were at that time.

690

Q88. The Chairman: Okay. And do you know if there was any reason why the whole amount
was placed into the account upfront, rather than a small amount and then topped as needed?
Do you know what the decision was around that?
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Mr Teare: I have to say, I am talking from memory and as you get older it gets more difficult,
but the actual arrangement was that the funds were still under our control because they were in
a blocked account at the bank. We had a charge over that account.
Mrs Beecroft in her evidence said that we should have had a charge over the company. Well,
that would not have stood against creditors overall, but when you have a charge against the
bank account, it puts you in pole position.
Q89. Mrs Corlett: Could I ask, Treasury were able to agree or decline each investment
proposal. (Mr Teare: Yes.) What degree of input did Treasury have in other managed
investments?
Mr Teare: Well, as I said before, Mrs Corlett, for the investment management of our
reserves, we would set benchmark performances. So in terms of each individual fund, it would
depend on the investment objectives of that fund.
For example, if it is the Notes Issued Account, where you are having a look at where you need
to preserve capital value – are you familiar about the Notes Issued and how it works?
Q90. The Chairman: Say again, sorry?
Mr Teare: Are you familiar about the Notes Issued Account and how it works? No, right –
Mrs Corlett: We would be happy for you to clarify.

715

Mr Teare: Okay, if I can just take you down a blind alley – (The Chairman: Right.) for a minute
or two!
The Notes Issued: every Isle of Man Government note has to be backed by a tangible asset.
720

The Chairman: Right okay.
Mr Teare: If the Isle of Man Bank down the road gives out an Isle of Man Government £20
note –
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The Chairman: There has to be an ability –
Mr Teare: – the bank pays the Government £20. What does the Government do with it?
Under the legislation – I think it is the 1961 legislation – the Government has to put assets
against that. Now, it would be wrong to put stocks and shares against that, because stocks and
shares are volatile. So what we did was – and it is before my time – we built up a bond fund. So
those assets are easily realisable, so that if the Notes Issued contracts we can then raise the cash
to pay the people back for our notes. So that is how it works.
But in respect of the performance or the key performance indicators for that bond fund, it
was linked to the UK government gilt fund – or the gilt indices to be more precise. So we would
monitor the fund manager performance against the Bank of England index. Fine.
When it comes to the National Health Insurance Fund, you are looking at liabilities which are
much further in the future. Hopefully in my case a long way in the future, but nevertheless well
in the future! So you can afford to take a longer term view. So the performance of the fund and
the fund managers will be linked to the performance of the Stock Exchange Index over a period
of time.
And there are other funds we have which have various different investment requirements so
we would put different investment risk profiles in place.
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Q91. The Chairman: Okay, so if the other funds were far more readily comparable against
gilts and so on, what were the KPIs and investment goals for the film fund which obviously, as
you said, was more volatile in its nature?
Mr Teare: No, I am afraid really, as we have explained as a group, we were looking to
diversify the economy. What has happened since then, with respect, is that with this constant
criticism or comments in Tynwald, it has made us a pariah. Myself and the Chief Minister Bell
were down at Pinewood and we both distinctly remember Pinewood saying to us … We were
saying to Pinewood, ‘Where are the proposals?’ and they said, ‘Well, it is very difficult now,
because the people we talk to have said, “Why would we want to get into bed with the Isle of
Man Government, when our affairs are dragged out in the public forum of Tynwald? We have
our reputations to consider as well.”.’
Mr Bell: And you need to accept that Pinewood is a publicly quoted company and this
negativity which was coming out on a very regular basis really did spook the directors of
Pinewood at that time. Not just because of the Isle of Man relationship but the damage it was
doing to Pinewood’s reputation by having this relationship with the Isle of Man. That had really
quite an important impact on the decisions which were made round about that time.
Q92. Mrs Lord-Brennan: Okay. Accepting that the points you have made about the profile of
negativities you have described in Tynwald, were there concerns or representations made
privately about how things were going?
Mr Teare: We were just accused of muscling people, you know? ‘It is our right to talk’.
But what I would say to you is, with respect, that if we were trying to launch the gaming
industry now, we would have a real difficult job. Minister Bell in his time, that was one of the
propositions that he brought to Government – very, very successful. But from our point of view,
and it is to a certain extent me having a whinge now, we get criticised for things which are
perceived to have not gone right, but nobody says, ‘Didn’t you do well?!’
We, Steve Christian and the board at the MEA, worked our socks off and we saved the
Government – the taxpayer – millions of pounds. ‘Anybody can do that!’
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Mr Shimmin: Can I just make one point which may or may not be relevant to you?
When you talk about the risk appetite, in our time we set up an Economic Development Fund
of £50 million over a five-year period. Now in your time that has been ceased because it was not
working and an element of that is because anything which involves a level of taxpayers’ risk is
one where the hurdles become too high to actually make it competitive. Within the film
industry, you heard that there were non-repayable grants being given out – that was the
competition.
The same with regard to the SPARK money: it was a valid attempt to try and invest money
into start-up businesses but it did not succeed. You would have to talk to the individuals
involved as to why they would argue it did not work, but that is another area where it is difficult
when you as the custodians of the taxpayers’ money can avoid making any decisions and
therefore have no risk of losing any taxpayers’ money, but the counter to that is that the
competition will. I am afraid we are still continuing to see business draining from the Isle of Man
because other jurisdictions may be prepared to be more readily available to support a riskier
opportunity.
That does not mean you go into it casually, but it does mean that the Government has got to
try and find a way of supporting and investing in industry to actually grow and start up a new
industry and a new sector and SPARK was one of the latest examples where the best intentions
were not successful and therefore has generated very little in return for the public.
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Mr Bell: It is just worth following up on that point because this is really an important message
that people need to understand.
When you talk about Government taking risks, there was very little risk if you look at the
overall picture in relation to film, but probably the biggest risk we did take was actually setting
up the e-gaming industry, because when we first started it – and I was involved, I think it was the
end of the 1990s – it was still seen as very much a marginal industry. Any association with
gaming and gambling had a certain reputation.
We, though, had built a very solid reputation as an international finance centre at that time
and a lot of the finance industry, the banks in particular, were very concerned about moving into
the e-gaming business because of the damage it might do to their reputation and therefore their
own ability to do business on the Island.
Had that gone wrong, it could have caused some damage to the Island’s economy – the
financial services, which was our bedrock at that point. But Government recognised there was
some potential in this area, we stuck with it, we supported the early companies which opened
up over here through some tricky times. We stuck with them, we took that risk, but the Isle of
Man has benefited hugely over the last few years as a result of it, with hundreds of jobs being
created and revenues being generated with it in the economy and now spin-off business starting
to come from that.
You must not just look at these items in isolation; you must look at the whole. We are a small
Island, and I repeat myself, we have to reinvent our economy periodically because we are so
small. When these opportunities come along you have got to take that opportunity to seize the
moment when it comes, because someone else will pick it up very shortly afterwards.
We have done a number of these exercises over the years and thankfully overall they have
been very beneficial for the Island. We have kept the Island going. But if as a result of this, you
are going to draw back from taking risk, then I fear for the future of the Isle of Man economy,
frankly, because we are at a moment in time now where the Island has got to reinvent itself
again. It has got to look for new avenues of economic activity. But if Government is sending out
the message, ‘We are not going to take risk anymore. We are not going to put anything in
jeopardy’, then I fear for the future of the Island, I have got to say.
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Mr Teare: There was one thing which came through from Mrs Beecroft’s testimony, that if
you make money, you should just put it to one side. The analogy I would use is if you have a
good harvest, fine. But should you not plant something to see if you can get a harvest the
following year? You have to reinvest. Nothing stands still.
830
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Q93. Mrs Lord-Brennan: Okay, we might save that thought for a little bit later.
I definitely hear all the points that are being made about the need to have a vision and need
to think big across all the various industries. So what I am going to ask you next, you could very
well turn around and say, ‘Well actually that is exactly the problem, that is exactly the sort of
negativity’, but the question I do want to ask is: what governance structures were in place to aid
the decision-making process around which films are invested in and their likely benefit to the
public purse, in both return on investment and local spend?
Mr Teare: Well sorry, I thought we had addressed that in previous answers.

840

Mrs Lord-Brennan: I think we had established that there was a strategy to have both, but
what was the governance in place to aid the decision-making process; or was it a case of, ‘There
is this proposal that has been put forward from the investment adviser, we are broadly working
towards this strategy, we are going to say yes’?
845

Mr Teare: No, sorry, that was not the case.
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Mrs Lord-Brennan: No, I am asking.
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Mr Teare: As I said before, we would get a request for an agreement in principle. So it would
be a paper setting out the details of the proposal and details of the script and who the principals
were, and then if we thought that it was worthwhile progressing further, then we would give the
go-ahead on a noncommittal basis to them to come back to us with a worked-up proposal. At
that stage, Treasury would make a decision and it would be based on the people involved, who
was going to guarantee part of the recoupment and also the timeframe, local spend and I think
that is it really, overall.
Q94. Mrs Lord-Brennan: Okay, and was that a standardised process or was it a political
decision?

860

Mr Teare: It was a standardised process – (Mrs Lord-Brennan: Okay.) it was the way we
worked, yes.
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Q95. Mrs Corlett: Was there any due diligence carried out prior to each investment, to
reassure the Government that the film would spend the appropriate amount of time filming on
the Island?
Mr Teare: Yes, we would look for assurances and basically, we would expect CinemaNX to, in
effect, monitor the performance.

870

Mrs Corlett: Okay.

875

Q96. The Chairman: Can you recall any film papers that were presented to you for
consideration, not specifically the names of the film, but where you did send them back? Can
you remember how many there were? Was it a large number that you would send back saying
‘No, thank you’ or were the vast majority you were in favour of?
Mr Teare: With the effluxion of time, all I can reassure you is that we did knock some back,
but I could not give you any percentage at all.

880

Q97. The Chairman: And would they have been minuted?
Mr Teare: Yes, they will be minuted somewhere. I would imagine they would be minuted
somewhere in Treasury, because it is a Treasury decision. But otherwise no, I cannot give you a –
885
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Mr Bell: I think you should also recognise that there was a fair amount of filtering done of
applications that came in too with CinemaNX in the first place, before they ever got into the
Government system to consider. It is obvious I know, but the film industry thrives on money and
if a source of money is identified anywhere, whether it is the Isle of Man Government or
anywhere else in the world, you will get a lot of would-be filmmakers coming to us to promote
their own product. That happened all the time. So a lot of this stuff was actually filtered out long
before by the people we had working in CinemaNX and their associates – long before it ever got
to Government in the first place.
So it had gone through quite a long process by the time it got to the DTI or Treasury for
consideration.
Q98. The Chairman: So you would expect most of the ones that came would be well founded
and –
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Mr Bell: Well, you would hope so.
The Chairman: – considered the local spend and so on.
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Mr Bell: Yes, you would hope so.
But of course, do not forget, we are talking about the film industry here. Nothing is copperbottomed. You cannot guarantee that any film is going to make a profit. I am sure you have all
seen endless examples of where films have been made, even Hollywood films with top film stars
and everything, and they have completely flopped at the box office. So you cannot guarantee
that any particular film will bring in a certain percentage of return. It is an unusual industry, in
that sense.
Q99. The Chairman: When Mrs Lord-Brennan touched just before on the governance model
and the decision-making process and you talked about those various tiers that the decisionmaking would go through before it reached Treasury: was there ever any consideration of
alternate models? I know that the Welsh Film Commission had a publicly appointed media
investment board, for example. Was there any consideration of exploring changing what we had
or were we just content with what was there?
Mr Teare: I felt content because, certainly 2012 onwards, we had in addition to Mr Christian,
Pinewood Studios as well. Pinewood: a leading name in the business, as well. And we had shares
in Pinewood too.
Comment was made at your previous open hearing that we should have taken up the full
amount of shares that we were authorised by Tynwald to buy. But the Tynwald motion was that
we could purchase ‘up to’; not that we had to. So as the negotiations went on, then we bought
the shares. But those shares produced a very significant profit to the taxpayer and I do not recall
that being mentioned. So it comes back to what I was saying earlier: when something goes right,
we do not hear about it. When the perception is something goes wrong, I am going to get the
nails out and get you on the cross.
Mr Shimmin: If I can build on some of the comments you have made, Chair: the 2007-12
contract; 2012 Oxford report evidencing the element of benefit, new contract signed. Therefore
you are in a contractual situation. This is not something that would be reviewed every year,
inasmuch that you had a contract and over a long period of time, such as the film industry, you
would not be revising that every year and it is that micromanagement which in hindsight is
easier to look at. But you basically had certain points where you made a decision, you signed a
contract based on the information at the time and after the Oxford report, the 2012 contract,
moving forward you are then in a contractual situation and as a Government you understand
that that is your obligation. Therefore some of those other areas where things were not going
well were ones where, how do you manage that process and the governance – bearing in mind
that there was a Treasury officer on the board of CinemaNX? And when you talk about Treasury
it is not the Minister, it was the Department of Treasury, therefore other political Members.
So the level of governance of this is at times misrepresented. I think you have seen from
enough information that you have got that there was a governance structure around this with a
view to trying to make profit. That was the intention of everybody involved.

945

950

Mr Bell: I think just to touch on one other point you have just made, comparing us to the
Welsh situation. Now, I think you will find that Wales was very late coming to the party in terms
of film development and in fact, the Isle of Man in part advised the Welsh body on how to set up
a film commission – how it worked. But Wales was in a very different position to the Isle of Man.
They put substantial money there into their industry and therefore I think it probably demanded
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greater scrutiny because of the scale of the investment they were putting in – an investment I
understand that has been very successful. So again, it is not comparing like for like.
Wales really put in very substantial money and I think there might even have been European
money going through Wales at that time, because the Welsh economy was struggling and it got
to certain development grants from the European Union. So it is a different structure altogether
to what we had on the Island, although we were instrumental almost in them setting up in
competition with us.
Mr Teare: So there was one point made in the earlier oral hearing, that Government is able
to bludgeon through whatever it wants by the block vote; and comment was made that I sacked
Mr Henderson from Treasury because he was going to vote against the proposal. Well, if I could
just clarify it for the record, the reason why Mr Henderson and I briefly parted company – he
came back again afterwards – was that he never told me in advance what he was doing –
nothing more than that. He was free to do what he felt appropriate. But it is because I had not
been pre-warned – that was the issue.
I was a Council of Ministers’ Member when I put down a motion against Government over
the tips at the Point of Ayre. I was able to step outside Government, even as a Government
Minister, I was able to step outside as a matter which I felt strongly about and affected my own
constituency.
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Q100. Mrs Lord-Brennan: Okay, thank you.
Mr Shimmin, if I can just get back to what you were saying about the political oversight of the
Treasury Members in respect of CinemaNX and the MDF fund, was there timely information? I
think you mentioned that every so often, every year, there might be contracts signed and things
like that, but was there timely, I guess, management information that was flowing up with a
monitoring of the investments? So that is the first question.
And then second of all, was there ever any reappraisal of how that was going or was it a case
of, in an overall …? And I take the point about the bigger picture, longer-term direction, ‘we are
committed to this and actually we are going to stay with this course because actually it could
turn out really well; the risks are higher and it could turn out well’ or, you know, not really quite
sure.
Mr Shimmin: If I can clarify the statement I made before, I was not a Member of Treasury at
that time – (Mrs Lord-Brennan: Right.) or the Minister. So what I was looking at is the process
because a lot of this is all about the whole process, and therefore when you are in Council of
Ministers, papers are brought by the various Ministers and their Departments. If there is a
financial element, that will always have gone through the Treasury previously before coming to
Council of Ministers.
When you look at the old paperwork that you have supplied to us, it wraps around the
governance process whereby you could see the members of the CinemaNX board, which
included the officer from Treasury, that would then go to the Treasury Department, as the
Minister has said, and therefore you have got four Members there – a Minister and three
Members – who would actually be looking at that, along with other officers of the Treasury. So
although I was not a party to that, it is the process of how papers were brought forward for
consideration.
So I cannot add any more than that. I was not personally involved, but the process is there
which would be followed for each of these films when they are brought forward. Mr Teare has
just explained that.
Q101. Mrs Corlett: And you feel confident that those processes were enough? Is there
anything you feel that could have been done around that, that was not?
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Mr Shimmin: I have no means of having any … I had no reason to be concerned about it. I still
have no reason to be concerned about it, but I have no evidence to justify it one way or the
other.
Bearing in mind the Council of Ministers over a lengthy period of time deal with an enormous
range of matters and, again, we get into the political situation, whereby the policy is dictated by
the politicians and then the officers and the staff get on and do the job. We frequently say that
and therefore there was a process put in place and therefore it should run and by exception you
return to that. The Minister and the Department are responsible for oversight and Council of
Ministers is the ultimate arbiter, prior to it coming towards Tynwald.
Q102. Mrs Lord-Brennan: But there was a process in place that would have just been running
as standard at officer level?

1015

Mr Shimmin: From the paperwork I have read the same as you, then yes, that process is
place.

1020

Mr Teare: I think you should remember, too, that if a Minister disagrees with the advice that
comes forward, then the Chief Executive of the Department has the right to put down a notice
of dissent, and I believe that has been done not so long ago at the Department of Health. So that
puts the Minister – or the Minister’s own personal assets – in jeopardy.
Mrs Lord-Brennan: Okay, understood.

1025

Q103. The Chairman: So Mr Teare, in the 2012 debate about the Pinewood proposals, you
mentioned the idea came about in discussions with Mr Whittaker about another matter in 2009.
What were those discussions, if you can recall?
1030

Mr Teare: I was not involved in them.
Q104. The Chairman: Okay. And when did Mr Christian first discuss the idea of working with
Mr Whittaker and Pinewood?

1035

Mr Shimmin: If I can come in there –
Mr Teare: Sorry, I did not go into the Treasury until 2011, and 2009 I was Health, 2010
Education – as I said in my opening statement.

1040
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Mr Shimmin: If I can come in, during 2006 to 2010 I was Minister for DoLGE. During that time
we were looking at on- and offshore wind generation of which Peel Holdings and Mr Whittaker
was a significant player and therefore at a stage during that period I made contact with John
Whittaker. At the same time as making contact with John Whittaker regarding wind turbines,
Steve Christian was serving as part of the MEA board to try and resolve their financial problems.
Therefore, I had a meeting with my team from DoLGE at which I invited the representative
from the MEA board, Steve Christian, to meet with Mr Whittaker at the Trafford Centre and
therefore at that discussion on wind turbines, there was also an introduction to Mr Whittaker
regarding the film industry. I was not party to that, but that was I believe the first time that
Steve Christian was able to formally talk with Mr Whittaker.

1050

Mr Cretney: In my recollection of that time, that I think you are referring to, there was an
opportunity offered to the Isle of Man Government to become involved in the development of
Media City, which is something that Mr Whittaker was in the process of undertaking. Ultimately,
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it was decided that that was not something that the Isle of Man Government wished to progress
with.
Q105. The Chairman: So is that why CinemaNX purchased Pinewood shares in 2008-09,
thinking back early, was that off the back of those discussions?

1060

Mr Cretney: I am sorry, I do not recall.
Q106. The Chairman: No? Okay.
Mr Teare: No idea.

1065

Q107. The Chairman: And so you would not know how they managed to purchase those
shares?

1070

Mr Cretney: Clearly there had been a discussion, so it may have been that it arose out of such
a discussion. But I am sorry, I was not personally involved in that.
Mr Teare: I think the company had a share quote at the time, so I would assume they would
be able to pick them up in the market.

1075

Mr Bell: Very much so, yes.
Q108. Mrs Lord-Brennan: Okay. If we can move forward a little bit now to 2012 and the
Pinewood Film Advisors and the shares, how and why were Oxford Economics selected to report
in 2012?

1080

Mr Teare: It was because we wanted somebody who had expertise in the area and somebody
who was independent as well.

1085

Q109. Mrs Lord-Brennan: And was there any input from Isle of Man Film as to who was
chosen, as to the selection of Oxford Economics?
Mr Teare: Sorry, was Isle of Man Film not disbanded before then?
Q110. Mrs Lord-Brennan: Before 2012?

1090

Mr Teare: Yes.
Q111. Mrs Lord-Brennan: Right okay. Was there input from anybody else that was advising
Government as to why they should select Oxford Economics or was it just –
1095

Mr Teare: I cannot tell you. As I said before, I have not got access to my papers now –
Mrs Lord-Brennan: No, no, I understand yes.
1100

Mr Teare: I am somewhat stumped.
Mr Bell: But what is the point you are trying to make?

1105

Q112. The Chairman: Was it just the normal three quote process? Sorry, was it just done
under the normal process of getting three quotes of who could fulfil that reporting?

__________________________________________________________________
48 PAC-MDF/19

STANDING COMMITTEE, MONDAY, 21st OCTOBER 2019
Mr Bell and Mr Teare: No idea.
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Mr Bell: Oxford Economics though is a well-known international body. They have got offices
all around the world. It is not some local or amateur sort of structure we have set up here. These
are a highly respected body and they were brought in as an independent assessor of how the
industry had performed up until that date.
Q113. Mrs Lord-Brennan: Okay. And where did they get their data from? Do you know? Can
you recall?
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Mr Bell: Well, from Government.
Mrs Lord-Brennan: Okay.
1120
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Mr Shimmin: Can I just make one observation on that? One of the difficulties about the
tender process is somebody ultimately then has to determine which tender to accept, and if you
go for the lowest cost then you are not necessarily getting the best outcome and therefore you
go in certain areas to leading brand experts rather than an open tender process where by
Government procedures you would take the lowest tenderer – maybe not the best, but the
lowest.
Therefore horses for courses, you would on something along these lines – and although I was
not involved in selecting them – I would say you would go to a recognised unimpeachable body
and therefore the fact that we are having this conversation, which is now live and minuted,
almost casts aspersions against the body that we have used because there is a question mark of,
‘Why did you pick them? Was there something happening?’
These are independent parties that are experts in the field that you go to in order to get the
independence and then if one person does not like the findings of it, you then question the
people who were independently giving you professional advice. That is where part of this
problem arises: that if a body which is independent and professional is giving a report, if you do
not like the report you then question the grounds on which they were appointed – that is a
slippery slope and I am afraid we have done that many times over my time in Government,
where people are no longer as prepared to work with the Government because they feel it is
going to become a public discussion point.
The Chairman: Thank you.
Mr Bell: I think that is a point worth just reflecting on, because there are a number of
examples over the years and I am sure – in fact I know it is still going on at the moment now – of
private bodies in business in various forms who will not come near Government any more
because of the imputation that is often applied to their involvement with Government. They do
not want to have their name sullied, so they just carry on regardless of Government. And that
again, with the problems which will be facing the Island in the next few years, is going to be very
damaging unless we recognise the limitations of some of this criticism.
Mrs Lord-Brennan: Sorry, I was not really levelling any criticism and I am not aware of the
previous questions, if any, that there have been. I just asked around simply saying how and why
was that particular organisation selected. So there is no there hidden accusations or meaning
behind that question; do you take my point? It was just a simple question –
Mr Shimmin: If I misinterpreted or overreacted, I apologise.
Mrs Lord-Brennan: Thank you.
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Q114. The Chairman: Thank you.
I was just going to pick up and say that certainly I think we all understand the need to have
independent reports and we also recognise that Oxford Economics have also done other reports
on other film industries. This certainly is not a unique situation to us. We were just trying to
understand a little bit more about how the brief was put together and where they were able to
gather data for the support that was given to that, to enable us to be able to rebut, maybe,
some of those things that have been asked previously, and it was to give you an opportunity to
offer any insight you may or may not have into that process.
Mr Teare: No, seven years ago – you are welcome to try!

1170
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Mr Shimmin: And again, Madam Chair, that would not be a political decision. The
information you are requesting would be provided by officers of Government or indeed
CinemaNX or whoever was relevant. It is not something that we as Ministers would have been
involved in – giving that information.
Once again you have to separate between that element of a decision and a process being
started and in my 20 years’ experience, officers of Government are absolutely trustworthy,
particularly at the senior levels in finance. You are talking about people who would not
jeopardise their reputations by being anything other than totally honest (Mr Cretney: Hear,
hear.) with the information they provide. And it is that element which does cause me some
frustration, because it is impugning the reputation and character of officers, who cannot defend
themselves, as if they were involved in some sort of misinformation being colluded by a bunch
of politicians. That has never happened, in the 20 years I was in Government.
Mr Teare: The last thing that we would do as well would be to set the questions to get the
answers that we want, because that is outside the political remit – that is up to the
professionals.

1185
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Q115. The Chairman: Yes. And I think it helpful to have that made as a statement, because I
think that can often be a challenge that we have all come across within politics, where people
certainly feel that you have set the questions to get the right answers. But it is just interesting to
get your insight: you were there at the time and you have got that benefit that we certainly do
not have. We were not there at that time, so we are going through a huge amount of paperwork
to try and work out the processes and how we got to things, and that is really what we are trying
to unpick here.
Mr Shimmin: The first 10 years are the hardest to get through! (Laughter)

1195

Mr Teare: I got out after 12.
Mr Cretney: I am not going to comment.
1200

Q116. Mrs Corlett: Could I ask what and why were the arrangements between Pinewood
Film Advisors and Gasworks Media … ? I do not know quite how to put this – yes, I will put it
another way, were you aware that Pinewood’s film advisers planned to sub-contract to
Gasworks?

1205

Mr Teare: Yes, I was aware that they were going to involve Gasworks, yes. Because you will
recall that subsequently Mr Christian became a director of Pinewood.
Mrs Corlett: That is right.
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Q117. The Chairman: Were there any other investment management proposals considered
in 2012? So I know that, Mr Shimmin, you talked about not being out to change things every
year, and I totally appreciate that, but obviously there were some key junctures in terms the
decision-making around film on the Isle of Man. So were there any other investment
management proposals considered at that juncture, when there was a clear opportunity to stop,
reassess and decide how to proceed?
Mr Bell: But it did stop and reassess at that point, because – I cannot remember exactly what
year it was, but it around about that time – George Osborne brought in some radical tax changes
in the UK budget, which really completely cut the ground from under our traditional model here,
because these tax allowances that they brought in in the United Kingdom were very generous,
much more than anything the Isle of Man could afford, and therefore our ability to carry on as
business as usual came to a shuddering halt at that point.
So there was a hiatus at that point and that is what made us think of a different model
altogether and partnering with a very high profile organisation like Pinewood Shepperton was –
it seemed to us at the time – a good viable alternative to otherwise stopping the industry
altogether.
Q118. Mrs Lord-Brennan: Were there any other options concerned, at that crossroads,
changing the situation, as it were?

1230

Mr Bell: Other options being what?

1235

Mrs Lord-Brennan: I do not know. Any other options as to how the industry or the
Government’s commitment to film might be taken forward; or was it just the Pinewood option
on the table and that is it?

1240

Mr Bell: There was a recognition that we needed to partner with an established figure in the
industry, I think, at that time. We were developing relationships with Pinewood at that moment.
Pinewood showed themselves as being willing partners for us. I think at that time Mr Whittaker
was the largest shareholder as well.
Mr Teare: Yes, he was the biggest shareholder; the second biggest shareholder was Warren
James and then I think at the end of the day, we were the third.

1245

Mr Shimmin: If I can answer you as well, Mrs Lord-Brennan, it does state on a paper I think
you have seen where other options were being considered, which was to partner with others, to
carry on broadly the same approach, to move to a more subsidy-driven approach or to consider
abandoning film production and organise an orderly run-off. So those were considerations that
would have been on the table at the time.
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Q119. The Chairman: Mr Teare, when you gave your speech in 2012 you talked about the
extensive due diligence you had personally done but obviously also talked about the fact you
could not place the findings of that due diligence in the public domain because of the nature of
the companies being involved. Can you understand why I suppose there was some reticence
from people, when there is that challenge around not being able to place all of the due diligence
into the public domain for scrutiny by Members?
Mr Teare: Well, we are talking about a publicly listed company, aren’t we?

1260

The Chairman: Yes.
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Mr Bell: There are legal restrictions on how much information can be disclosed to Members
or to the public.
The Chairman: Okay.
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Mr Teare: And as far as – I think maybe I read previous testimony wrong – but it seemed to
impugn my ability to interpret financial data. One of the courses I was sent on by the NatWest
bank cost them £10,000, and that was 20 plus years ago – so there has been serious investment
made. So why should I not try and use that investment?
Q120. Mrs Lord-Brennan: What level of risk appetite do you believe a government should
have when investing public monies?
Mr Bell: I think first of all Government has to accept that they should take a risk. There are
people in the current regime who believe that Government should not take any sort of risk at all
with these sorts of investments. I think – and I am repeating myself now – but my message has
been clear for many, many years: if we are serious about protecting the economy of the Isle of
Man, of expanding into new areas, of starting new areas of activity altogether, there has to be
an element of risk. Nothing in this life is copper-bottomed.
So Government has to accept that if it is serious about expanding the economy or diversifying
the economy in particular – and this is the era we are moving into now, where this question is
going to be more relevant than it is ever been before, I believe – Government has got to accept
and parliament has got to accept – Tynwald has got to accept – that if we are going to take
advantage of these opportunities we have got to put our money on the table and take some
chance with it. Because if we do not, there are plenty of other jurisdictions around us at the
moment who are more than prepared to take those risks, more than prepared to take those
opportunities and we will be left behind, to the great detriment of the people of this Island.
Mr Shimmin: As somebody who at times was accused of risk, out of the Members here I
probably would look at a number of innovations that others would not touch and the process of
Government is one that is both infuriating and legitimate. It is totally legitimate because even as
a Minister over many years, I still did not have autonomy to make decisions.
The processes allow that as Minister of Economic Development as an example, I would have
four Members of my Department, a Chief Executive and directors around that Department. If I
got the support of them to go forward the Council of Ministers, I would then have to persuade
the Council of Ministers and get a majority vote there before potentially going to Tynwald and
getting a vote there. And therefore the processes actually about risk and the appetite for risk are
ones which we need to look at what is the potential, and one example would be the TTXGP,
which is now called TT Zero.
Now it was an electric motorbike race, which was resisted enormously at all levels, has still
not taken off the way it could have done, but that was not about a race, because it is not a
spectator sport, but it is about the technology and the advancement of electric technology and
transportation – which is over ten years ago now. And we were ahead of the game. We have
done the same in other areas, whether we look at cryptocurrency, blockchain, various areas of
technology: there is a lack of expertise within Government, a lack of expertise within the
regulators and therefore we on the Island are possibly not best suited to take those risks. But at
least we need to keep challenging ourselves – challenging so that when Minister Bell came
along, Mr Bell as he is now, with the e-gaming proposition, film industry and others, that they
are looked at seriously by people who want to make decisions.
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So there has to be an element of risk being considered but that does not mean that you go
gung-ho and actually get it through, and I do believe from personal experience that the process
of government is one which is quite a limiting factor on taking risk. I would argue it has gone too
far, but that would be just me.
Mrs Lord-Brennan: Okay.
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Mr Bell: And just one point adding to that in relation to the potential of this risk and where it
might take us, if we just focus on Pinewood Shepperton at the moment. Now obviously we are
out of it, so our opportunities to benefit have gone. We are now in the era of streaming
programmes – Disney has signed I think a 10-year contract to take over most of Pinewood stages
for the production of Disney streaming programmes. Shepperton has just signed a deal with
Netflix. Netflix are building 14 new soundstages at Shepperton. These would have been, had we
stayed in the game, all opportunities now that the Isle of Man could have plugged into, which
could have brought who knows in the future what opportunities for the Island.
So the future of any investment cannot be guaranteed and we cannot be sure what
opportunities may get thrown up as a result of that investment, but we are into such a fast
moving area now with communications, with film, with gaming, whatever it might be, they are
all coming together. If the Isle of Man is alert enough, we can take advantage of those
opportunities as they come across.
Again, it is a comment I have made many time: the Isle of Man does not need the whole cake
in life, it can live very comfortably on a few crumbs that fall from the big table. But we have got
to be alert enough and willing enough to take a risk to pursue those crumbs because that is
where the future of the Isle of Man economy is going to come from.
Mr Teare: Could I just respectfully point out what I see as the dichotomy between what has
been alleged here and what I see as the good governance controls, the risk controls, we had
over it, with the recent purchase of the shares in the Steam Packet. That went through very
quickly; Members, as I understand it, did not get a great deal of notice – it just seemed to go
through on rails after a fortnight’s notice.
We would have had problems with that, wouldn’t we?
Mr Bell: We would never have got it through. (Laughter)
Mr Teare: If we had wanted to.
Mr Bell: Yes.
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Q121. Mrs Lord-Brennan: Given what you said in particular, Mr Shimmin, what is your view
on where governance processes and checks on these sorts of activities should be set, given the
need to be agile and quick responding to take hold of these opportunities? Where should it be
set and at what point do you just think there needs to be something to put a stop to any losses
when they start to occur?
Mr Shimmin: We are out of the system now. You guys have got the responsibility. I believe
we have gone passed the point of no return regarding risk, because I believe that the culture
now within the Isle of Man Government, from the behaviour and conduct of Tynwald over a
number of years, has meant that senior officers are protective of ensuring that there is no harm
or blame falling back onto the Department.
I think it is implausible to consider that politicians will overrule cautious officers and it is
implausible for cautious officers to try and promote more risky opportunities. I therefore think
the Isle of Man Government has to consider where its future opportunities are going to come
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from and I fear that there are difficulties in achieving new economic dimensions that compare to
what we have had in banking, prior to that tourism, but subsequently e-gaming, insurance –
some of the larger sectors – and when you have got a demographic problem the Island already
has, you need to attract people to come and live and work on the Island. I do not really see
where that is coming from.
With regard to do you cut your losses at some stage, of course in hindsight you always would
do and therefore, if that is the message coming out, then once again I think it reinforces that
people will get no criticism because they will make no decision. And I fear that that was already
brought in over what was a difficult five years in the last five years of our term – 2011 to 2016.
We were dealing with the VAT loss, with the world recession and we were dealing with a
significant change in our employment base of banking, in particular. That has continued and for
five years we had a challenging time, I look at the next five years and I do not see where the new
innovation is going to come from to bring young people to our Island.
And part of that, I am afraid, is the culture that has developed around risk and in a small
jurisdiction it is easy to stop things happening and I believe that is the culture we have now
created – and I do not see a way out of that, because politicians would not be trusted to make
those decisions.
Q122. Mrs Lord-Brennan: Do you see a happy balance? Do you see a chance for a happy
balance that could have existed (Mr Teare: No.) or is it just you need to have the ability to – ?
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Mr Bell: Not the way it is going –
Mrs Lord-Brennan: Right.
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Mr Bell: One of the problems you have got at the moment is complacency in this
Government. The Island has got pretty well full employment at the moment. It is a superficial full
employment but it is perceived as full employment. I have heard Ministers make this comment a
number of times, ‘We have got full employment, why do we need more jobs? Why do we need
more initiatives? Why do we need more people coming here?’
This full employment will not last and it is superficial at the moment and we have to look at
ways of protecting that workforce for the future. I think it is because of that complacency the
mood has set in across Government, particularly as John says, that it is safety first. ‘We do not
need to take risk because we have got full employment.’ That is an extremely dangerous
philosophy to get root in a Government of a small community like the Isle of Man.
This is going to be your biggest problem, when you are talking about dealing with risk: why
should we take risk because we have got full employment? That is –
Mr Teare: Yes I, sorry … It comes down to what I said before: if you have a good harvest you
should invest something in the following year. And with the atmosphere, certainly when we
were coming to the end of our term, there was a reluctance to undertake anything new, and
that did and still does concern me.
Mr Shimmin: We would say that, though, and it is a bit patronising of us sitting here because
we are now out of it. Therefore we have passed the gauntlet over to yourselves. So I answered a
direct question from you about my personal observations. But Tynwald is and will survive.
Government will continue to be successful. People will come along with ideas, both private
sector or public sector, and we will succeed. The challenge is that the areas of growth and new
opportunity are now getting harder and harder to find and the competition is getting more and
more aggressive.
I think if I were advising anybody within Tynwald now, it would be to look at the Channel
Islands once again, to look at Malta, to look at other jurisdictions who are far more aggressive in
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trying to gain and generate business for themselves, and compare that to the Island; and if we
do not stand up to equal measure then we need to maybe do something about it.
I have confidence that there will be opportunities that come along, but I think when you talk
about risk, my experience is that it is very difficult now for politicians to suggest – or officers –
something which may not succeed. I think that has got to be overcome.
Mr Bell: It is also worth bearing in mind, and this is a bit further down the road, but we are in
the middle of this nonsensical Brexit debate at present. If it comes off, as has been suggested,
one of the proposals is that the UK government will be setting up free trade zones around the
UK, as well as slashing personal tax. If those free trade zones get root and get under way – and
they are talking about 10 of them, I think, in total – they will be serious competitors for the Isle
of Man looking for new business.
So the world of competition is actually getting more and more fierce for a small place like the
Isle of Man. If we do not take these risks, if we do not recognise what is going on around about
us at the moment, then we will be in trouble.
John is right, Government will go on, it will still meet on its regular monthly meetings, or
whatever we are having these days, that will not change – but the world around you is going to
change. That is what you have got to be aware of.
And if you just complacently sit back and think, ‘Well great, everything in the garden is rosy,
we have got full employment, tax revenues are okay’, then these challenges on the horizon and
particularly possibly fallout in Northern Ireland as well, which is coming along, is going to make a
big, big difference to our ability to compete with any of these sectors in the future.
Q123. Mrs Lord-Brennan: I take the points you have made about economic policy and the
broader picture there, but getting back to what you were saying about your time in the previous
administration, do you think that the voices of concern were just unfounded? Were they just
getting in the way? Or was it actually that there was some element where there needed to be
some kind of requirement for Government to explain what it was doing with public money?
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Mr Shimmin: Opposition is good, scrutiny is good. The scrutiny project that we put in place to
allow expanded scrutiny committees of Tynwald failed because it did not reward the Chairs and
the people on those scrutiny bodies to be paid equivalent to being in a Department. If we had
that separation where you had scrutiny in opposition from Government, we would be in a better
situation.
Of course scrutiny and criticism is difficult at times, when you are trying to advance and do
things. The majority of scrutiny, particularly nowadays, I think is attempting to try and hold
Government to account. In the past I would say that it was a more aggressive Tynwald than you
have got now and maybe it was not always as well-meaning on both sides. I think we have
moved past that, or you have moved past that, to a better level, but certainly scrutiny and
looking at the appetite for risk in Government is one which is the responsibility of all Members
of Tynwald.
So yes, it is difficult. The biggest problem I have is those who spend a career regurgitating
criticism of things that could have been done better, rather than actually advancing and trying to
make things better themselves and that is where people have abrogated their responsibility, in
my view, from leading the Island forward to basically being on the side-line.
Mrs Lord-Brennan: Thank you.

1465

Mr Bell: Constructive criticism and scrutiny is absolutely essential and it is central to any
strategy that you put together. It is when that tips over, as John says, into the destructive
scrutiny which we have had, which is assuming that everything is wrong before you even start
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the scrutiny, that is when the problems arise. And this is where you are chasing bona fide
investors away from Government, from the Island – because of this negativity.
1470

Mrs Lord-Brennan: Okay, thank you.
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Mr Teare: If I can just build on that too; time and time again during my time as Treasury
Minister it was referred back to me about Tynwald debates and how negative they were, and
how it was damaging our international reputation. It goes out live on Manx Radio, it is there in
Hansard, can be picked up at any time of the day or night by anybody who has got access to the
internet, and as Allan said – and John was well – constructive criticism, I have got no problem
with that at all. I can live with that and it is helpful because that demonstrates that people are
part of the team. But ‘them’ and ‘us’ does not give out a strong message and the only thing I
would say is that if we are to progress as a community, we need to work together. I was not
convinced that that was happening, certainly last time round.
Mrs Lord-Brennan: Okay, thank you.
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Q124. The Chairman: One of the things that, I think Mr Bell, you said in your original speech,
was around the fact that there was only the original half a million pounds invested in The
Brylcreem Boys – that was the initial stake into film and everything else was reinvestment I think
was what you had said –

1490

Mr Bell: I did not actually mention the figure. I think that was in the Oxford Economics, but
(The Chairman: Okay.) it was somewhere round that figure. But as I say we were trying at that
point to avoid putting capital sums into these films. We were trying to find a mechanism
whereby with tax credits and other structures we could avoid taking money out of Government
reserves to actually seed-corn some of these films.
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Q125. The Chairman: So do you think that some of the issues that have come around this are
the perception almost that the money that was being used was not being treated as public
money per se because it was a reinvestment of money that had been generated from within an
industry and therefore there was perhaps a willingness to risk slightly more than you would
normally, because this was already money that was a benefit we possibly had not anticipated
coming?
Mr Bell: Well, I think as the years went by we recognised that the industry was working; that
the model which evolved eventually was delivering, as Oxford Economics have identified, a
substantial return to Government. So I think that probably gave Government more confidence
as time goes on, that decisions which were being made were ultimately bringing benefits to
Government and to the community as a whole. I would not say that would necessarily increase
our willingness to take unnecessary risks on projects, but it certainly gave us more comfort and
confidence to know that the route that we were pursuing was the right one to go on.

1510

Q126. The Chairman: But you would recognise that money, even money that had come as a
return on investment, was still public money?
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Mr Bell: Of course it is, and also we recognise that the £300 million that Oxford Economics
have identified went into Government funds then went into housing, it went into health, it went
into education – (Mr Teare: Hospital.) and the Hospital is another example. All this money was
put back into the community. It was not then just bumped off into reserves or something like
that or went back into film again. It benefited, majorly, the Isle of Man community at that time
and especially at that time when we were not necessarily flush with money.
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Q127. The Chairman: Mr Teare, you picked up on the analogy of the harvest; so you know,
you get your crop and then you are going to plant some more for the next year. I think I totally
appreciate what you are trying to do with that analogy and I see that that is a common sense
approach I think most who would say absolutely.
I have previously used an analogy of a fruit machine where you take your money out and you
put some back in and I think that they are both similar but it is about the risk appetite. And I
think in the two you are looking at what the risk appetite is and I wonder, would you suggest
that film is more of a harvest or a fruit machine? That would be a question I would have, and
where do you think Government should align themselves?
Mr Teare: Well, to use your analogy, I would say it is a harvest, because as Mr Bell said we
were £300 million better off – the taxpayer was £300 million better off. So it seems logical to
me – and I stand to be corrected, I am sure – that we should have taken a small portion of that
to reflect the change in circumstances in the film industry, to readapt and to gear up for the
future.
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Mr Shimmin: If I can possibly drown the analogy a little bit more: organic farming. There was
a time when organic farming was really on the rise and then when the economic crash came in,
it chopped the legs away and that to an extent is what happened on two occasions to the film
industry. It had the potential to be really successful, popular and growing but then external
factors came in and hit it twice in a way which was going to be very difficult to sustain.
I do like, and I will use it in the future, your analogy with the slot machines, but of the people
sitting here it may sound as if we are all on the same hymn-sheet. The two gentlemen to my
right, Mr Bell and Mr Teare, were constantly the dead hand of Treasury in all of my 20 years in
Tynwald. And I say that with affection to them – (Laughter) (Mr Bell: Success!) but every step of
the way when I was trying to do things which were possibly planting a different new harvest that
may or may not work, there was always the process to actually say the Treasury would keep a
scrutiny on that. So far from it being blasé or casual, I always found Treasury to be too high a
hurdle to overcome on many, many occasions.
Sorry, guys.
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Mr Teare: Thank you for that. (Laughter)

1555

Q128. Mrs Corlett: So I would just like to finish by asking you, in light of the fact that there
have been losses, would you say that the benefits outweighed them and that the film industry
was in fact a sound investment?
Mr Teare: Yes – sorry –
Mr Bell: Sorry, go on.

1560

1565

Mr Teare: Yes, I think it was the right approach. And you have mentioned losses, what about
the profits on the shares? I was in Los Angeles – at my own expense (Laughter) – visiting some
friends, just after Waking Ned had been released. I went to quite a few functions with my
friends who were well-connected in that area and the favourable comment we got, ‘You have
got a beautiful Island, that was a super film’, it was the talking point.
Mr Cretney: Only trouble was they thought it was Ireland.
Mrs Corlett: Yes! (Laughter)

1570
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Mr Bell: That is interesting that particular point, because I had exactly the same experience
meeting Washington politicians. The belief was that Waking Ned was made in Ireland – it was an
Irish story and everything – and it was so believable that the Irish tourist board actually used
Waking Ned, or were about to use Waking Ned, as promotional material for Ireland as a holiday
in America. And it was only at the last minute that they discovered the film was not made an
Ireland at all; it was made in the Isle of Man – and I think the Minister either lost his job or he
moved on somewhere else. It was hugely embarrassing for Ireland because of what we did.
It is worth just pointing out, though, you are going on and on about these losses. Okay,
ultimately the fund lost money – it did not make as much as we want. But £9 million, very nearly
half of that loss, was on one single film which did not work. Now, the film was Me and Orson
Welles, it got great reviews when it first came out, it had an up-and-coming star in the film
firmament – Zac Efron – as the star. All the material that you were presented with, that should
have been a more profitable film than it was, but for whatever reason it did not work
commercially and we lost £9 million. That is nearly half of the figure we are talking about on that
fund, just on one film. So do not think that the whole film industry has been in anyway
replicating that.
And as Eddie says, we also – I think it was £12 million we made (Mr Teare: On the shares.) on
the sale of the shares. So you put those two in the context, we have made £12 million and one
film alone lost that one £9 million. That puts it in context as to what the problem is here.
And at any time over the 30 years that we have had this film industry, any one film could
have blown up in our face and cost us money. The fact that we did not showed I think good
judgement on the part of the people who selected the films to back over the years and – as I say,
I know I am repeating myself now – but do not lose sight of the fact that overall the Isle of Man
has gained financially on a substantial level in Government revenues, in money circulating within
the local economy, with underpinning the hospitality industry at a time when it was struggling in
itself, which then has helped the finance industry grow because we have got better quality of
facilities.
Look at the whole thing in the round and you will see it is a much more positive, successful
story than the negativity that niggles away at the margins to try and discredit everything that
goes well on this Island. The Isle of Man can do things well and we have done things well and we
have stolen the march over many other jurisdictions on issues like this – something we should
be pleased with, not do our best then to pick apart and denigrate, which is what appears to have
been the trigger for this particular exercise.
Mr Teare: I got an approach from one of the other Crown Dependencies to see if they could
join us in the film industry.
Mr Bell: Yes, I have had that too.
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Mr Cretney: Are you asking all of us? Well, my opinion would coincide with that which you
have heard already. Yes, this was not the best moment for the film, but if you take it overall over
the period of time that it is existed on the Island, then it has certainly been a very positive story.
I just regret latterly the rudeness, apart from anything else, that was issued via Tynwald
Court, the highest Court in the land, to somebody who did such a lot of good work for the Isle of
Man.
Mr Bell: And sadly is now no longer with us.
Mr Cretney: Hear, hear.
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Mr Teare: No, and he is not here to answer for himself. That is a disgrace. I think he was
hounded to his grave.
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Mr Shimmin: On a brighter note, I am very optimistic about the Island. The issue that you
cannot quantify is the amount of work and effort that went into the film industry and then the
damage that was caused.
Department for Enterprise: what are they doing at moment? They are still trying to grow and
build up the media credibility and issues within this sector. They have got a much bigger hurdle
to overcome – as Eddie has just said about, once you have got a reputation then is could be a lot
harder. So we now live with the record of everything that has gone on and the scrutiny over the
film industry.
So The Engine House down in Castletown was all meant to be designed for the media growth,
the opportunities, and it is one where there are crumbs at the table that we can take and be
really successful at and bring in people to the Isle of Man, but only if we actually endorse the
optimism of making it happen. And I think that that is the difficulty, that inevitably whenever
there is an inquiry such as you are having to carry out, it does then put a spotlight back on
something which inevitably the findings say, ‘Yes, lessons could be learned’, and each time the
lesson is learned, the bar gets a bit higher. And it is that difficulty that you have got to try and
overcome, whereby any industry that has started, we did it with cryptocurrency and the
blockchain, we were ahead of the game and now we have fallen right back again.
To get back up again, you have a scepticism against you because, ‘Oh, it is you again’. You
have got to try and at times believe and have that belief that what you are pushing and investing
is worthwhile having and to actually say that, as somebody who is now outside of it, I would
prefer the Isle of Man to be famous and successful for a successful film industry and games,
rather than e-gaming.
The reality is that this is an industry in the games and film and media that we could and
should be experts at, but that bar has got a little bit higher because of the history.
The Chairman: Well, I would just like to thank you all for coming here today. I am not sure if
you anticipated you would be back so soon! But we are very grateful for your time and we will
now sit in private. Thank you.
The Committee adjourned at 3.04 p.m.
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