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Executive summary
An EDP dialogue visit to Lithuania took place on22 November 2010.

Eurostat carried out this EDP dialogue visit witle taim to analyse the October 2010 EDP
notification, to review sectorisation proceduresehsure that the provisions from the ESA95
Manual on government deficit and debt (MGDD) anderg Eurostat decisions are

implemented and that specific government transastiare appropriately recorded in the
Lithuanian EDP notifications and national accounts.

First, Eurostat enquired about the institutionabagements and division of responsibilities
with respect to the reporting of data under EDRoEiat took note of the current organisation
framework for EDP purposes involving Statisticshui@nia (SL) and the Ministry of Finance
(MoF) and welcomed the good cooperation betweesethrestitutions.

Second, the ongoing public sector accounting syseform was discussed. Starting from
2010, budgetary entities apgPublic Sector Accounting and Financial Reportingristards
State and municipal budgetary institutions and ipubbistitutions rendering health and
education services will provide quarterly financistatements on accrual basis. The
Lithuanian statistical authorities informed thae tata from financial statements based on
PSAFRS will be incorporated starting from the 2&L2P reporting.

Concerning the EDP tables, Eurostat invited SL talye data on hospitals and try to
reconcile the figures between the different datases so that the B.9 of hospitals is properly
reported in EDP tables 2A and 2C. The adjustman&DP table 2A and 2C forOther
accounts receivable/payableere discussed. The Lithuanian statistical autiesrwill report
"Other accounts receivable/payabla EDP table 2C and will analyze the issue otifatloss

of data sources for "accrual of current expensether accounts payable as reported in EDP
table 2A. A report on revenue and expenditure callagovernment is to be provided to
Eurostat.

Concerning the classification of units, Eurostatatoded that the so called 50 percent test is
to be applied to all public corporations havingritgoercial" legal status. Attention is also to
be given to the sectorisation of water, heat priogdcompanies, public transportation
companies and all loss making public corporations.

Regarding the recording of accrual interest, Eatosbok note that there is no accrual
adjustment for interest for the local governmenb-sector and invited the Lithuanian
statistical authorities to analyse the possibildly finding relevant data sources. The
Lithuanian statistical authorities should also ¢hée recording in EDP tables 3 of discounts
on Eurobonds and coupon sold.

Eurostat emphasized that dividends paid by pubdiparations to government are to be
monitored regularly. The so called super-divideast tis to be applied and data corrected
accordingly in the next EDP reporting. Furtherlgsia of the companies having repeated
calls on guarantees is to be made and clarificaifathe treatment of a capital injection into
mortgage insurance company is to be provided by SL.

The non existence of securitisation and sale aaseléack operations was noted. Eurostat
took note of the developments in the area of PPistlae Lithuanian statistical authorities
were invited to ask Eurostat for ex-ante adviceiva@isation figures as reported in EDP



tables and the Questionnaire are to be checketidbyithuanian authorities with the aim to
resolve small inconsistencies.

The meeting was constructive and Eurostat very mappreciated the openness and
transparency demonstrated by the Lithuanian auib®riduring the meeting and the
documentation provided prior to the visit.



Final findings

Introduction

In accordance with article 11(1) of Council Reguiat(EC) No 479/2009 as regards the
quality of statistical data in the context of thecEssive Deficit Procedure, Eurostat carried
out an EDP dialogue visit to Lithuania on 22-23 Himber 2010.

The delegation of Eurostat was headed by Mr. Lusaoh, Head of Eurostat Unit C-3

Statistics for Excessive Deficit Procedure |. Theebtorate General for Economic and
Financial Affairs (DG ECFIN) and the European CahBank (ECB) also participated in the
meeting as observers. The Lithuanian authoritiese wepresented by the Statistical Office
(SL), the Ministry of Finance (MoF) and the Natib@&ntral Bank (NCB).

Eurostat carried out this EDP dialogue visit inesrtb review the implementation of ESA95
methodology and to assure that provisions of th&A35SEurostat Manual on Government
Deficit and Debt and Eurostat decisions are dulplemented in the Lithuanian EDP and
Government Finance Statistics (GFS) data.

In detail, the main aims of the dialogue visit wdreclarify the issues relating to EDP tables
raised in the context of previous notificationsatalyse sectorisation practises, to analyse the
availability of data sources for hospitals, andeaew the progress achieved in implementing
ESA 1995 methodology, particularly on the recordaignterest, dividends, guarantees and
derivatives.

In relation to procedural arrangements, Eurostptaéxed the procedure, in accordance with
article 13 of Regulation No 479/2009, indicatingtthvithin days the Main conclusions and
action points would be sent to the Lithuanian arties, who may provide comments. Within

weeks, the Provisional findings would be sent ® ltithuanian authorities in draft form for

their review. After amendments, Final findings vk sent to the Economic and Financial
Committee (EFC) and published on the website ob&at.

1. REVIEW OF INSTITUTIONAL ISSUES

1.1. Institutional responsibilities in the framewoik of the reporting of data under
the EDP and government finance statistics compilatin

Introduction

Eurostat enquired about the co-operation and divisi responsibilities between the NSI and
the MOF, as well as if there have been any chasiges the last EDP dialogue visit.

Discussion and methodological analysis

The Lithuanian statistical authorities confirmedttlthe cooperation between the NSI and
MoF was functioning well and théchedule for the provision of statistical infornoation the



general government deficit and defpproved in 2007 seems to be sufficient.

The Lithuanian statistical authorities explainedtflsince the last EDP dialogue visit, a new
Questionnaire related to the notification tabled baen adopted, thus there was a need to
agree on the responsibilities for individual quastiaire tables. The MoF is filling in the
tables of the Questionnaire relating to EDP taldleghat is table 1.1.2 (explanation of
revisions of deficit), table 2 (breakdown of finaictransactions included in the working
balance), table 3 (Adjustments for sector delinotatas reported in EDP tables 2), part of
table 6 relating to EU flows in EDP table 2, taBl& (government claims) and tables 9 on
government guarantees. Statistics Lithuaniagpamsible for the remaining tables. This is
on the basis of a gentlemen agreement and for th@emnt there are no plans for further
formalisation.

The Lithuanian statistical authorities informed &stat that the Interinstitutional National
Accounts Expert group (INAE) and the working graup sectorisation are operational. The
former is meeting on a quarterly basis.

Findings and conclusions

1. Eurostat took note of the current organisatiomamework for EDP purposes
involving Statistics Lithuania and the Ministry &fnance and welcomed the good
cooperation between the two institutions.

1.2. Source data and revision policy

Introduction

Eurostat enquired about the plans to move towardsial accounting and the introduction of
a public sector accounting system reform.

Discussion and methodological analysis

The Lithuanian statistical authorities explainedtttstarting from January 2010, by law, all
budgetary entities should apply thHublic Sector Accounting and Financial Reporting
StandarddPSAFRS). These standards foresee that finaneients are to be produced on
a quarterly basis by the entities of the publict@edState and municipal budgetary
institutions, public institutions rendering healiimd education services). The reform will
enable the MoF to prepare consolidated financialestents for the State, municipalities,
State Social insurance fund and Health insuranod.fio facilitate the reform, a new IT
system is under development. The whole procesgsrgised by the MoF.

The new accounting system will provide accrual bassancial statements. The Lithuanian
statistical authorities informed that, in spiteaofong preparatory phase and the development
of a standard chart of accounts, accounting mararalsorganisation of training courses, the
change seems to be quite challenging for the estitoncerned. The MoF considers that in
the first two years the results will not be veryialele, thus the figures from financial
statements based on PSAFRS will be incorporategistatting from the 2012 EDP reporting.



Findings and conclusions

2. Eurostat took note that the new public seatopanting and financial reporting system
will be implemented in 2011 for the year 2010. Thiduanian authorities are invited
to inform Eurostat on when and how it will be etfeely used for EDP statistics.

2. Follow-up of the visit of 9-10 June 2008
Eurostat noted that a majority of action points éhddeen implemented by the Lithuanian

statistical authorities or information on their gress has been received. The situation with
respect to sectorisation practices and data ontatswill be discussed later in this report.

Eurostat enquired on the progress made on action pd — information on the funds for the
decommissioning of Ignalina nuclear power plante Ththuanian statistical authorities

informed Eurostat that, according to their studyese flows did not enter government
accounts and agreed to send the available datafaéteneeting

3. Follow-up of the October 2010 EDP reporting — analsis of EDP tables

3.1. General review of the October 2010 EDP reportg
Introduction

During the meeting, the EDP notification tablesnirdOctober 2010 notification were
analysed.

EDP table 2A

Discussion and methodological analysis

Eurostat inquired whether the implementation ofRiblic Sector Accounting and Financial
Reporting Standardwill change the nature of the working balance. Thkuanian statistical

authorities answered that this might indeed betze.

Adjustments for sector delimitation

In the October 2010 EDP noatification, the B.9 ot thithuanian National Radio and
Television was revised compared to April 2010. Btabasked why this had been the case.
The Lithuanian statistical authorities explaineatthhis entity does not have quarterly
accounts, thus an estimated figure was reportégiit and the revision was made only once
the annual report became available.

Hospitals

There was no adjustment for the B.9 of hospitalEDP table 2A, as these entities were
considered by the Lithuanian statistical authositeess non profit institutions having by

! The documents were received on 29 November 2011.



definition a zero deficit. This issue had been assed in the EDP dialogue visit of 2008 and
further analysis was to be conducted accordingntacion point.

The main data source on hospitals' revenue anchdikpee is a quarterly survey. Information

on capital expenditure is available from a quaytastirvey on investment. The Lithuanian

statistical authorities have compiled B.9 of haalgitusing data from quarterly surveys.
Expenditure was increased by incorporating grosdfcapital formation. The B.9 figure was

positive for the whole period 2006-2009 and for 2@ surplus was equal to 103.5 million
LTL. The Lithuanian statistical authorities inforché&urostat that hospitals have a double
entry accounting system. Revenue and expenditereraan accrual basis.

In 2010 annual financial balance sheets (coverimgg ytears 2008 and 2009) and activity
reports were collected by the NSI. The B.9 compitedh the financial side showed an even
higher B.9 (181.9 million LT for 2009). The Lithuan statistical authorities explained that
they had difficulties to reconcile the financialdamon-financial sides. One item called
"compensated cost” seems to be very problemati@asus items of expenditure might be
included there and recording practices vary from lospital to another.

As the main revenue of hospitals comes from theaeStkealth insurance fund, Eurostat
thought that it could be useful to try to recontite other accounts receivable as recorded by
hospitals and the other accounts payable as repbytéhe State health insurance fund.
Eurostat appreciated all the work done by the lathan statistical authorities.

Other accounts receivable/payable

Eurostat noted that, on the expenditure side, citbeounts payable relating to taxes and EU
funds are reported, as well as a country specdjasiment for real estate restitution. There
are also accrual adjustments to current expenseliagct payments. On the revenue side, on
the contrary, apart from standard adjustments dge<, EU funds and interest receivable,
there are no other accrual adjustments. The Litlanastatistical authorities explained that

this situation is largely explainable by the exigtbudgetary system - that is, payments and
delivery for goods and services are to be mademitie calendar year.

The Lithuanian statistical authorities explainedtttas for payables, the adjustmentdoect
payments related to year N but made in year Nrelates to the co-financing of EU funds,
mainly by the Ministry of Agriculture. The data soa for theaccruals of current expense

the Special report for Budgetary funds, which wiappear under the new accounting system
and therefore this adjustment will not be implereenanymore starting from the year 2010
data. The Lithuanian statistical authorities infednEurostat that they have analysed the
possibility to report also accruals for capital emgiture, but the amounts involved were very
small.

Findings and conclusions

3. As regards hospitals, given the complexity of tegue, Eurostat can provisionally
accept the Lithuanian statistical authorities' tigpsis of a zero B.9 for hospitals for
the April 2011 notification. However the Lithuaniatatistical authorities will closely
analyze in the meanwhile this issue and will tryé¢ooncile the figures between the
different data sources (quarterly, annual surveykthe financial statements under the



new public sector accounting and financial repgregstem). Statistics Lithuania will
report to Eurostat on the results of their invedtans and on their proposals for
recording B.9 of hospitals before October 2011.

EDP table 2C

Eurostat observed that the deficit of Municipaitiecreased in 2009 in comparison to 2008.
The working balance is positive for the years 2@009. The Lithuanian statistical authorities
explained that Municipalities receive transfersnirthe State budget for assigned functions
(e.g. education). Municipalities can borrow to fica investment projects but the established
borrowing limits must be respected.

Eurostat took note that the working balance is eash basis and there are no adjustments for
receivables/payables in EDP table 2C. In a pesfoeconomic crisis it is not uncommon to
observe payables accumulating and as this wouldoaateflected in the cash figures, B.9
might be underestimated, thus Eurostat suggestat fthither analysis of revenue and
expenditures of municipalities be conducted. Eatostressed that ESA 1995 records flows
on an accrual basis and the Lithuanian statisac#horities were invited to investigate the
issue of non-existence of receivables/payablefenBDP table 2C and to report to Eurostat
on their findings.

The issue of B.9 of hospitals is discussed undeP Edble 2A. The issue of accrued interest is
discussed under point 3.2.2 Calculation of acqouakiple.

Findings and conclusions

4. Eurostat invited the Lithuanian statistical authes to provide a report on the
accounts of local government, including disaggregafigures on revenue and
expenditure of Municipalities. Deadline: April 2011

5. Eurostat encouraged the Lithuanian statistical aittbs to take action in order to
dispose of other accounts receivable/payable foallgovernment (EDP table 2C).
Deadline: October 2011. Moreover, the Lithuanietistical authorities will report to
Eurostat before April 2011 on the measures thdtheiltaken to solve the problem of
the future disappearance of the data source footther accounts payable — accrual of
current expense, as reported in EDP tablé 2A.

2 Information was provided on 31 March 2011.
% In the April 2011 EDP notificationurrent expenditure arreansere reported for the year 2009 in EDP table
2C.



4. Methodological issues and recording of specific gemnment transactions

4.1. Delimitation of general government, applicatin of 50% rule in national
accounts

Introduction

Eurostat enquired about recent changes in the ifitas®n of entities of the General
Government sector.

Discussion and methodological analysis

The Lithuanian statistical authorities informed &stat that there were no major changes in
the composition of the general government sectaresthe last EDP dialogue visit. From the
list provided prior to the EDP dialogue visit, Estat concluded that predominantly budgetary
institutions and entities having public entili€Soji jstaigd legal status are classified inside
the general government sector. One State enter@fastyl¥s jmor¢) and one joint stock
company AB) are classified in the central government subese&urostat reminded that the
50% test should be applied to all public corporagiovith a “commercial” legal status (e.g.
joint stock companies, limited companies).

The Lithuanian statistical authorities informed &stat that the institutional working group on
sectorization convenes regularly and discuss blmdecases. Currently there a few pending
cases, as the decision is to be taken on the sesiuieveral years. The Lithuanian statistical
authorities explained that once a new entity iatldisthed, a specifically designed algorithm is
applied and based on this, the sector classificai@stablished. Most non-profit institutions
were checked with this algorithm.

Findings and conclusions

6. As far as sectorization is concerned, Eurostatllextahat the 50% test should be
applied to all public corporations with a “commaitilegal status (e.g. joint stock
companies, limited companies). The Lithuanian sfigal authorities will
continuously inform Eurostat on their progress.

A note on the algorithm currently used for sectti® and the list on the existing
pending cases is to be provided to Eurostat, deaeliApril 2011.

Moreover a separate Report on the sectorisatiomadér, heat providing companies,
transportation companies and all loss making pubiits is to be provided to Eurostat
before April 2011 at the latet.

* Information provided on 29 November 2010 and 3drd¥ 2011.



4.2. Implementation of accrual principle
4.2.1. Accrual taxes and social contributions

Introduction

Other accounts receivable relating to taxes andal@ontributions as reported in the
Questionnaire table 5 were discussed under thig pbthe agenda.

Discussion and methodological analysis

Eurostat pointed out that the stock of other actoteteivable relating to taxes, as reported in
the table 5 of the Questionnaire relating to thé*Eidtification tables, seems to be erroneous.
The reason for this might be a mistake in the sarksome uncertainties about flow figures.
The Lithuanian statistical authorities explaineattthe flow of other accounts receivable
relating to taxes is provided by the MoF and thus figure is accurate. Eurostat invited the
Lithuanian statistical authorities to investigate issue of possibly erroneous data on stocks
and report to Eurostat on their findings.

Following up on the discussion from the EDP dialgtsit of 2008, and taking into account

that the flow of F.79 relating to social contrilmuts reported for 2009 (Questionnaire table 5)
is considerably higher that in the previous yeaEsjrostat asked the Lithuanian statistical
authorities to confirm that the reported amounesdoot include amounts unlikely to be

collected. The Lithuanian statistical authoritigsesed to look into this issue and come back to
Eurostat.

Eurostat observed that in table 5 of the EDP Qoestire the flows and stocks of other
accounts payable relating to taxes are filled indarlier years (1995-2001) while starting
from 2002 the reporting suggest that these amorefes only to other accounts payable
relating to social contributions. The Lithuaniaatstical authorities were invited to clarify
what these flows of payables refer to and informotat on their findings.

Findings and conclusions

7. The Lithuanian statistical authorities are invitedinvestigate the issue of stocks of
other accounts receivable relating to taxes andotoect possibly erroneous stock
figure in table 5 of theQuestionnaire relating to the notification table¥he
Lithuanian statistical authorities will also cheakd inform Eurostat on whether the
other account receivable relating to social contidns include amounts unlikely to be
collected. Deadline: April 2011.

8. The Lithuanian statistical authorities will analysend by April 2011 come back to
Eurostat on their findings, to what refer otherasts payable relating to taxes and
social contributions as reported in table 5 of @@estionnaire relating to the EDP
notification tables.

10



4.2.2. Calculation of accrual interest

Introduction

A note on the recording of interest was providedhsyLithuanian statistical authorities prior
to the meeting. In the October 2010 EDP notifiaaticevisions were observable relating to
the discounts on Eurobonds.

Discussion and methodological analysis

The Lithuanian statistical authorities explainedttdifferent practices for recording discount
are put in practice for domestic securities andgoarobonds. This was discovered just before
the October 2010 EDP naotification. Discounts/premsiwon domestic securities were recorded
at redemption, while for Eurobonds these amount$ublic accounts (thus also in the
working balance) were recorded at issuance. The EbR 2A was revised for the years
2008 and 2009 to include the redemption of discqumeigative impact on B.9). As the
revision was observed only in EDP table 2A, Eurostaited the Lithuanian statistical
authorities to analyse the reporting of discoum&sfpums on Eurobonds in EDP table 3B and
to implement the relevant changes to EDP tablef BBeded.

The Lithuanian statistical authorities providedailetl tables on theecording of interest
flows in EDP tablesshowing cash and accrual amounts by instrumeméegarted in EDP
table 2A. For the compilation of EDP table 3B, tb&l amount of accrued interest is used by
the NSI.

Eurostat took note that the amounts of so the dalleipon sold® enter the working balance
of EDP table 2A. The impact on B.9 is neutraliséa an adjustment undeother financial
transaction8. Eurostat enquired how amounts associated t@d@on sold are recorded in
EDP table 3B/A. The Lithuanian statistical authestagreed to analyse this further and
report to Eurostat on their findings.

The issue of the recording of interest in EDP tab was recalled by Eurostat. Eurostat
noted that under ESA1995, interest must be recoatedn accrual basis for all the sub-
sectors of general government. In the past thel Igogernment debt was rather small
compared with central government debt, but duéé¢ofinancial crisis the level of municipal

debt has increased. The Lithuanian statisticdlatites informed that currently only stocks
of debt by municipality are available, whereas tinfation on the redemption schedule and
interest rates is not available to the statistiaathorities. Eurostat asked whether this
information will be available under the new puldiector accounting system. The Lithuanian
statistical authorities agreed to analyse thisessuther to try to find an appropriate data
source. Eurostat is to be informed on the findings.

® Coupon soldefers to the amount that government receives ditiad of the issue price for the principal of
issued securities due to the fact that the newchaof a bond (holding all the characteristics sagltoupon rate
and payment dates, maturity, etc) is issued betweeroupon payment dates and thus the investa fwathe
issuer the accrued coupon since the last payméatinvestor is entitled to receive full coupon amtoat the
next coupon payment date.

11



Findings and conclusions

9. Eurostat recalled that under ESA1995, interest rbastecorded on an accrual basis
for all the sub-sectors of general government. Oitteuianian statistical authorities are
invited to investigate the possibility to gatheformation on accrued interest for the
local government subsector (possibly also fromrtée public sector accounting and
financial reporting system) and report on the fngdi to Eurostat by October 2011 at
the latest.

10. Eurostat took note that flows associated to theadled "coupon sold" do not impact
EDP B.9. The Lithuanian statistical authorities|velarify how flows associated to
"coupon sold" are recorded in EDP tables 3 — Daadhpril 2011.

11.The Lithuanian statistical authorities are invitedinvestigate and report to Eurostat
on how discounts on Eurobonds (in public accouatonded at issuance) in EDP
tables 3 are recorded. Deadline: April 2011.

4.2.3. Court decisions with retroactive affect

Introduction

In the past, following a ruling of the Constitutadrcourt, the Lithuanian government had to
compensate pensions to working pensioners andesalar judges. Eurostat enquired about
the current situation.
Discussion and methodological analysis
The Lithuanian statistical authorities assured Eiattothat there were no pending court cases
due to unpaid pensions and/or salaries. As forcthlie in the transfers from social security
fund (SODRA) to the second pillar pension fundsyrently there are no plans for
compensation.
Findings and conclusions
Eurostat took note of those explanations.

4.3. Recording of specific government transactions
4.3.1. EU flows

Introduction

The issue of EU flows was extensively discussatiéenEDP dialogue visit of 2008. Eurostat
enquired on how the so called disallowances of i@di$ were treated.

® Implemented for the year 2009 in the April 201 1FEBbtification.
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Discussion and methodological analysis

The Lithuanian statistical authorities explainedtttiisallowances are recorded at the time the
penalty is established (the time the Commissiomdak decision). Up to now there was a
penalty of 8.2 million LTL recorded in 2009 and shounder item 19 in the Table 6 of the
Questionnaire. In EDP table 2A this amount is ideldiin the working balance.

Findings and conclusions
Eurostat took note of the explanation

4.3.2. Guarantees

Introduction

Prior to the EDP dialogue visit, the Lithuaniantistecal authorities provided lists of
repayments of guarantee calls by original debt@swell as outstanding amounts of
guaranteed debt, for the period 2006-2009. Durivegy dialogue visit this information was
analysed.

Discussion and methodological analysis

Eurostat observed that primary receivers of govemtnguarantees were municipal heating
and water suppliers. Eurostat stressed that theuMaon government deficit and debt
(MGDD) foresees thatif'government repayments of the debt occur in lineet consecutive
years, and this situation is expected to contirthen the debt is to be considered assuimed
Eurostat noted that at least two of those compamagsthree repeated calls on guarantees,
nevertheless their debt was not recorded as assoyngavernment. The Lithuanian statistical
authorities explained that these municipal compriteough facing repeated guarantee calls,
could not go bankrupt and will eventually repay thearanteed debt. Eurostat noted that
MGDD describes the situation when government deofhave assumed the debt: repayments
occur each year, either directly or through payméntthe corporation, and/or provisions are
recorded in public accounts. The Lithuanian staas@authorities were encouraged to analyse
these two identified cases. Among the aspects tedosidered is the profitability of the
companies, the existence of government loans arahpriransfers from government to the
companies.

The Lithuanian statistical authorities explainedttthere are two guarantee institutions that
are classified as financial auxiliaries (S.124)he tGuarantee agency for SMEs (UAB
»Investiciju ir verslo garantijos (Invega)) and the Agriculiiioans guarantee fund (UAB
,Zemes tikio paskol, garantij; fondas®). There is also a Mortgage loans insurawepany
(UAB ,Busto paskal draudimas®) but this company is operating as aurer and does not
provide guarantees. The Lithuanian statistical @utibs confirmed that the former two
companies have not received capital injectionsnpdoar other support from government. A
capital injection into the Mortgage loans insuramoenpany was made in 2010. Eurostat
invited the Lithuanian statistical authorities trefully assess this capital injection following
the rules of the MGDD and inform Eurostat on theided treatment.

13



Findings and conclusions

12.The Lithuanian statistical authorities will invegdte the profitability of the two
companies that benefited from the repeated callguanantees in view of the possible
debt assumption by government of the outstandirny dethe companies. Deadline:
April 2017

13.The Lithuanian statistical authorities will ass#ss nature of the capital injection into
UAB "Bisto paska} draudima$ (Company for Housing mortgage Insurance) carried
out in 2010 and report to Eurostat on their findituy April 201,

4.3.3. Debt assumptions, debt cancellations and delrite offs

Introduction

Prior to the EDP dialogue visit, the Lithuaniantistecal authorities provided a list of debt
cancellations for the period 2006-2009. A list oi/grnment claims was also provided by the
Lithuanian statistical authorities.

Discussion and methodological analysis

Eurostat took note that there have been no deltetiations in 2007 and 2009. As for

government claims, Eurostat observed that for abmurof claims there were no movements
over the period 2007-2009. The Lithuanian stats$tauthorities indicated that some of the
claims are towards companies that are in a bankyypbcedure and debt cancellations will
be recorded once the bankruptcy procedure is aumer the Bankruptcy law no interest is
accruing on the loans of companies under bankruitayostat asked if the recoverability of
these claims was tested, if they could still besadered as well performing and why no debt
cancellations were recorded.

Eurostat recalled that an inconsistency was obdepetéween Loan assets of government as
reported in EDP table 3B and government claimshasve in Questionnaire table 8.1. The
Lithuanian statistical authorities informed thag¢ tmain reason for these differences was that
government claims towards commercial banks in natiaccounts are currently recorded as
deposits. Eurostat noted that these claims are temg (granted back in 1999) thus ESA
paragraph 5.75 is not applicable. The Lithuaniatistcal authorities agreed to reconsider
their treatment.

Eurostat enquired about the nature of the goverhioam to the Social security fund. The

Lithuanian statistical authorities informed Eurodtazat this is an interest bearing loan and
there is no irrefutable evidence that the Socialisty fund will not be able to repay it, thus it

is treated as a loan in public and national acsunt

’ Information provided on 31 March 2011.
8 In April 2011 EDP notification, capital injectiomas treated as capital transfer in 2010.
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Findings and conclusions

14.The Lithuanian statistical authorities will recaesi the recording of government
claims against commercial banks (currently recordedleposits). Eurostat recalled
that ESA 1995 paragraph 5.75 is not applicable beoause of the long term nature
of the loansDeadline: April 2011

4.3.4. Capital injections in public corporations

Introduction

The Lithuanian statistical authorities providedist bf all capital injections for the period
2006-20009.

Discussion and methodological analysis

Eurostat took note that the majority of capitakotjons made by government are recorded as
capital transfers (D.9). Eurostat noted that ingdkd.1 of the Questionnaire relating to the
notification tables, under lines 20-28, only amaurglating to capital injections are to be
reported. The Lithuanian statistical authoritieti wpdate table 10.1 accordingly.

Findings and conclusions

15.The Lithuanian statistical authorities will upddbe table 10.1 of th@uestionnaire
relating to the notificatiortables (rows 20-28) so that only the amounts relating to
capital injections would be included there. Deagtliapril 2011°.

4.3.5. Dividends, superdividends

Introduction

The information available in tables 10.1 and 10f2tlee questionnaire related to the
notification tables, as well as additional inforioat provided by the Lithuanian statistical
authorities prior to the dialogue visit, was anatysinder this point.

Discussion and methodological analysis

Following up on the action point from the 2008 EDRlogue visit, Eurostat enquired on
whether the dividends paid to government are reyutaonitored and the so called super-
dividend test is regularly conducted. The Lithuansatistical authorities informed that, so
far, the super-dividend test has not been appligth, the exception of dividends paid by the
Central bank. All dividends paid to government ezeorded as property income. Eurostat
stressed that the super dividend test must be eap@ls data on dividends paid and on
associated profits are available. Eurostat alsatpdiout that when conducting the so called
super-dividend test, the provision of MGDD part3licould be used and in practice the

® Implemented in April 2011 EDP notification
19 |mplemented in April 2011 EDP notification
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operating profit of the corporation used as a préyentrepreneurial income (defined in
paragraph 8.28 of ESA1995).

The Lithuanian statistical authorities explainedtthmounts reported in Questionnaire table
10.1 under linestbtal distributions to governmeéhinclude dividends paid to government as
well as payments for the use of state capital.

Findings and conclusions

16.Eurostat emphasised that dividends received by rgowent should be regularly
monitored. The Lithuanian statistical authoritiesl wom now on undertake the so
called super-dividend test for all dividend paypuplic corporations and will correct
accordingly the data for all the years includedpril 2011 notificatiort™.

4.3.6. Privatisation

Introduction

Detailed lists of privatisation — sale of sharesl a@al estate sales — were provided by the
Lithuanian statistical authorities. This informatiavas analysed and compared with the
reporting in EDP tables.

Discussion and methodological analysis

Eurostat appreciated the detail of the informatpyovided. Privatisation receipts are not
recorded in the working balance of EDP table 2At Bey are revenue of the State Property
Fund (Turto fondas) and thus are reported under 'iNet borrowing (-)/net lending (+) of
other central government bodiesin EDP table 2C, privatisation receipts areortgd under
one of the adjustment lines for non-financial teet®ns not included in the working balance.
There were some minor differences observed whilapasing data on sales of shares as
reported in the Questionnaire table 10.1 line 9 #mal information received from the
Lithuanian authorities prior to the mission. Euabstlso noted that there were some
differences observed while comparing privatisatievenue as reported in EDP table 2C and
information from Turto fondas on sales of real &stat local government level. The
Lithuanian statistical authorities will analysestissue and eliminate inconsistencies.

Findings and conclusions

17.The Lithuanian statistical authorities will invegite the small inconsistencies on
figures for privatisation as reported in the tablel of theQuestionnairerelating to
the notificationtables EDP tables 2 and the reports of Property fuhurtp fonda}
and revise figures by April 20341

" Implemented in April 2011 EDP notification
12 |mplemented in April 2011 EDP notification
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4.3.7. Other government transactions: sale and leasback operations securitisations,
swaps, PPPs

Introduction

Eurostat enquired about the existence of sale easkl|back operations, securitisations and
PPPs. Some aspects of the treatment of swaps \aeifeed.

Discussion and methodological analysis

Eurostat took note that neither securitisation ap@ns, nor sale and lease back operations
have occurred.

On PPPghe Lithuanian statistical authorities informedttithe legal basis needed to start
PPPs is in place now. All information on the newd amgoing PPP contracts as well as
concessions will be available in the MoF. The MaHl analyse the risk distribution for GFS
purposes. Currently, there are several PPP projexier development/evaluation, involving
highway construction, prison and police headquartenstruction and construction of social
housing. It is expected that two PPPs could beclaeth in 2010. As PPPs are just starting in
Lithuania, Eurostat encouraged the Lithuanian sttesil authorities, in order to build up the
know-how, to ask Eurostat for ex-ante advice on PRIfects. A prior analysis made by the
statistical office should accompany such requests.

On Emission permitsthe Lithuanian statistical authorities informedréstat that there were
no emission permit sales under EU trading schen2®@8-2009. In 2007 there was a sale of
carbon allowances. The sum of 114 thousand LTL ngasrded as disposals of intangible
non-produced assets.

On derivativesthe Lithuanian statistical authorities informed &siat that derivatives were

used from the end of 2008. There were occurrentespions, interest rate swaps, Cross
currency swaps and forward foreign exchanges oastrat the beginning of 2009 the mark-

to-market of an Interest rate swap was made andtanm payment was paid. Currently, in

national accounts and EDP this interim paymenteisorded as a financial transaction.
Eurostat thought that the interim payment in faciudd be spread over the remaining life of a
swap (similarly to swap cancellations). The Lithiaan statistical authorities agreed to
implement the appropriate changes for the next B@tRication.

In EDP table 2A, interest flows from swaps are entethe working balance; therefore no
adjustments are made further in the table. In E&et3, financial derivatives are shown
under the item "Securities other than shares (FIB)"Financial accounts derivatives are
recorded net on the asset side (F.34).

Findings and conclusions

18.Regarding PPPs, Eurostat encouraged the Lithuatadistical authorities to ask for
ex-ante methodological advice and to accompanyetheest with a statistical analysis
prepared by Statistics Lithuania.
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19.The Lithuanian statistical authorities agreed timrim payments on interest rate
swaps are to be considered as interest and acoruéde remaining maturity of the
swap. Relevant changes are to be introduced foit 2pt1 EDP notificatiof.

13 |mplemented in April 2011 EDP notification
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Annex [: List of participants

Name Institution
Vilija Lapéniens NSI
Jonas Markelevius NSI
Gailute Juskier NSI
Jarat Sinkanien: NSI
Juozapas Girdenis NSI
Vaida Savicka# NSI
Virginija Jankauskaét NSI
Tomas Paulauskas NSI
Marina Apalko NSI
Eglé Réckute NSI
Zivil ¢ Draginaite NSI
Audrius Zelionis MoF
Gediminas Norinas MoF
AusSra Vickackieng MoF
Dalia Zygiert MoF
Danut Skeryté MoF
Ivona KuSeleuwiené MoF
Kristina Tylait MoF
Galina Vatiulien¢ MoF
Eglé NorvaiSierg MoF
Renata Razmait MoF
Rimantas JuozasNCB
Vaicenavéius
Eugenija NCB
Tvarijonavkiateé
Biruté Grikinyté NCB
Luca Ascoli Eurostat
Denis Besnard Eurostat
Rasa Jurkonien Eurostat
Agné GeniuSait DG
ECFIN
Emmanual Larue ECB

First Deputy Director General
Deputy Director General
Head of National Accounts division (NAD)
Deputy Head of NAD

Chief specialist of NAD
Chief specialist of NAD
Chief specialist of NAD

Chief specialist of NAD
Chief specialist of NAD
Chief specialist of NAD
Chief specialist of NAD

Director of State Treasury Rgment

Deputy Director of State Treasury Departmen
Director of Assets Management Department
Head of Finance Statistics Division (FSD)
Chief specialist of FSD
Chief specialist of FSD
Chief specialist of FSD
Head of Debt Liabilities Administration Divean (DLAD)
Chief specialist of DLAD
Chief specialist of DLAD

Director of Statistics Department
Head of General Statistics Division, Statisfepartment

Deputy Head of General Statistics Division,atStics
Department

Head of Unit C.3 - Statisfies Excessive Deficit Procedure |

Unit C.3 - Statistics focdssive Deficit Procedure |
Unit C.3 - desk officer for Lithuania
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