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Executive Summary

The EDP dialogue visit to Malta took place on 21réha2006 with the aim to examine
certain methodological issues, to assess compliavitte the accounting rules and to
identify potential risks or problems.

The meeting was constructive and Eurostat welcothedransparent, well structured and
comprehensive approach of Malta to EDP related work

Concerning data sources, Eurostat welcomed thedinttion of a comprehensive accrual-
based system for delivery of data for EDP purpoaed encouraged a continued
development. Eurostat also welcomed the progreste mancerning the comprehensive
survey of the Extra Budgetary Units.

As far as the April 2006 notification is concernédyas concluded that the notification is
well prepared from a methodological point of vigivwas also stressed that due to the
small size of the economy, revisions need to devi@d closely.

The tables in theduestionnaire related to EDP tables" were analysed in order to ensure
the full assessment of data in the context of thiication exercise. In particular, it was
agreed that the Maltese authorities should invatithe existence of transactions with the
EU as well as the pre-accession funds in ordessara full compliance with the Eurostat
rules from February 2005 Furthermore, it was concluded that even if ndscahn
government guarantees had been made in Malta,stue ishould be kept under close
surveillance due to the high amounts at stake.

Concerning the methodological decisions of Eurdstieen in recent years, it was clarified
that there are currently no Public-Private-Partnipss or Securitisation operations
involving government in Malta. The Maltese authestwill assure a close cooperation
with Eurostat on potential future projects or opierss. It was also confirmed that Malta is
not concerned by the decision of Eurostat on fundedsion schemes. The Maltese
pensions system is still under revision and theeead present no second pillar schemes.
Also on this point, the Maltese authorities wereamaged to take early contact with
Eurostat when the structure of the revised pensystem will become clear. For Military
expenditure, the Maltese authorities confirmed thatently there are no expenditure, but
that the decision of Eurostat will be applied fory @ossible military expenditure in the
future.

The follow-up of Council Regulation 2516/2000 walksoa discussed and Eurostat
concluded that the Maltese application of the rales different from other countries, but
still acceptable. The method could however be imgdoby introducing time-adjustment
of data, and Eurostat encouraged the Maltese atiéisolo make an effort in this respect.
The Maltese authorities were also invited to prevah updated detailed reply on the
questionnaire on the application of Council Regoia2516/2000.

! Eurostat news release 22/2005 of 15 February 2005

2



Final findings
I ntroduction

In accordance with article 8d of Council Regulat{&C) No 2103/2005 of 12 December

2005, amending Council Regulation (EC) No 3605/93emards the quality of statistical

data in the context of the excessive deficit procedEurostat carried out an EDP dialogue
visit in Malta on 21 March 2006.

The delegation of Eurostat was headed by Mr. Ndrlinrector of National and European
Accounts. The European Central Bank (ECB) also@pated in the meeting as observer.
The Directorate General for Economic and Finangiifhirs (DG ECFIN) was excused.
The Maltese Authorities were represented by theoNat Statistical Office, the Ministry
of Finance (Treasury and Budget Office) and thet@é&bank of Malta.

Eurostat carried out this EDP Dialogue visit withetaim to examine certain
methodological issues, to assess compliance wihatttounting rules and to identify
potential risks or problems. It was the first EDRIague visit since Malta joined the
European Union.

1. General and institutional issues

Procedural arrangements and working procedures

In relation to the procedural arrangements, in at@ace with article 8 of Regulation
3605/93 as amended, Eurostat explained the neweguoes, indicating thaMain
conclusions and action points would be sent within a couple of days to the Msadte
statistical authorities, who may provide commeWhin coming weeks, th€rovisional
findings would be sent to the Maltese authorities in atdi@in, for their review. After
adjustments, a final version of tMain findings will be sent to the EFC and published on
the web site of Eurostat.

The Maltese authorities presented the work orgtiarsdor EDP issues (being a joint
exercise between the National Statistical Offi¢tee Central Bank and the Ministry of
Finance) as well as recent progress and comingledgals. Eurostat welcomed the
transparent, well structured and comprehensiveoagprof Malta to EDP-work.

Data sources: characteristics and problems

Introduction

The Maltese authorities have in recent years b@eslvied in important development work
to ensure the delivery of accrual data for EDP ps@s and to ensure solid source data for
all parts of the general government sector, inclgdixtra Budgetary Units (EBUS).

Discussion

The Maltese authorities stated that the April 2@06fication would be on a full accrual
basis for the first time (for year 2005), by a stam based system developed for all parts
of central government. No revision of earlier years currently foreseen because of the
practical difficulties involved in such an exercise
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The Maltese authorities confirmed that the provisab data regarding EBUs was now on
an accrual basis and fully comprehensive compavegravious years, when only major
EBUs were surveyed.

Findings and conclusions

Eurostat concluded that the Maltese authoritiesehaade substantial progress towards
establishing a comprehensive accrual-based sysientefivery of data for EDP purposes
and encourages a continued development in this. daeostat also welcomed the
comprehensive survey of the EBUs.

2. Examination of EDP tables
Introduction

In order to prepare the examination of forthcomiQP notifications, it is important to
anticipate major changes in the notifications cdubg national accounts revisions or
methodological developments. The Maltese autheritvere therefore invited to present
possible revisions of data to be included in thelAH06 notification.

Discussion

The Maltese authorities confirmed that the 2005chaerark revision of national accounts
has led to important revisions of GDP levels inglgdthe sector allocation of FISIM in the
accounts. It was confirmed that the forthcoming HioRfication would be based on
FISIM allocated account. Furthermore, full consiste between EDP notifications and
ESA95 transmission tables would be ensured. Otlzgomnevisions were not foreseen in
the forthcoming notification.

Findings and conclusions

Eurostat concluded that work for the April 2006 ificiition was well prepared from a
methodological point of view and stressed the tha to the size of the economy, even
relatively small revisions in the Maltese data rhaye a large impact, and therefore need
to be followed closely. On a specific point it weencluded that the Maltese authorities
would ensure that the amounts in EDP table 2A fiweioaccounts receivable/payable
should not be netted, but split.

3. Questionnairerelated to EDP tables
Introduction

The completion by Member States of the EDP relgtezstionnaire (a development of the
so called pre-notification questionnaire from 28y 2005) should be analysed to ensure
the full assessment of data in the context of thtdication exercise.

Discussion

The EDP questionnaire was examined, table by table Maltese authorities had
managed to fill in most of the tables already & #tage, even if some adjustments would
be done before the deadline of 31 March 2006.



Table | — other receivables and payables relatrigites and social contributions

Data before 2001 will probably not be provided e tApril notification, whereas the
breakdowns for the years 2002-2005 will be compiled

Table Il — other receivables and payables of gdigensernment relating to the EU

The Maltese authorities intended to complete tHdetaon EU grants, which is an
improvement compared to the September 2005 ndtditaThe existence of transactions
with the EU for 2004 and 2005, as well as the meesasion funds, need to be checked in
detail in order to assure full compliance with fherostat rules from February 2605 he
Maltese authorities confirmed the awareness ofukbes referring to EU transactions and
furthermore that the rules would be applied in fetnotifications.

Tables llla, lllb and llic - government quarantees

The Maltese authorities would check the amountceanng total stock of outstanding
guarantees in particular as regards possible dadulating of EBU-related debt, as well
as the amounts of new guarantees provided.

It was confirmed that no calls on government guaes had been made in Malta. The
issue should be kept under surveillance though,tddlke comparatively high amounts at
stake (around 15% of GDP).

Table IV — debt cancellations

The Maltese expressed the intention to completéatble as regards debt cancellations.

Table Va and Vb — capital injections into publicmorations

The Maltese authorities confirmed the willingnessanalyse in the future the possible
entries of super dividends and the exact amountemin privatisations receipts in 2002.
The data in the table would be corrected as regdigigbutions from the Central Bank.
Eurostat further encouraged the Maltese authoribeseport data for the remainders of
table V.

Tables VIl on Military expenditure and VIII on PiuibPrivate-Partnerships and
securitisations

These tables were discussed under point 4 on #redagin the context of recent Eurostat
decisions.

Findings and conclusions

Eurostat took note of the agreed actions for tifferéint tables in the questionnaire related
to EDP tables.

2 Eurostat news release 22/2005 of 15 February 2005
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4. Follow-up of Eurostat decisionsin recent years

Public-Private-Partnerships (PPPSs)

The Maltese have indicated to Eurostat that thexea real PPPs at present in Malta.
Discussion

The Maltese authorities confirmed that there werd>RPs being implemented at present,
but informed Eurostat about a planned project orolanpeople's home, the so called
Mellieha home project. The current analysis of pheject was based on the rules in the
Eurostat decision on PPPs.

Findings and conclusions

The Maltese authorities were asked to assure & aoeperation with Eurostat on the
future PPPs.

Securitisation operations

The Maltese have indicated that there are no cuorgplanned securitisation operations.
Discussion

The Maltese authorities informed Eurostat that tlaeg working on a new law on
securitisation operations, in order to providegaldackground for such operations in the
future, even if there are no specific projectshia pipeline.

Findings and conclusions

Eurostat concluded that there are no actions taken at this stage, but that the Maltese
authorities shall co-operate closely with Eurostatcase of future operations to be
implemented.

Pension schemes

Introduction

The Maltese have confirmed, in the context of prasinotifications, that they do not have
any funded pension schemes.

Discussion

The Maltese authorities plan to introduce a refarrpension system including a first,
second and third pillar system. The project is heweslightly delayed compared to initial
plans, and the second and third pillar systems natdeen fully settled and introduced
yet.

Findings and conclusions

Eurostat took note of the information and encoulatpe Maltese authorities to take early
contact with Eurostat concerning classificatiouéssof pension schemes etc.
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Military expenditure

Introduction
The latest decision of Eurostat on Military expéndi from 9 March 2006 was recalfed
Discussion

The Maltese are aware of the decision of Eurostdtcanfirmed that the only expenditure
at present are in relation to the Italian Protocel, Malta received a grant from lItaly for
buying sea crafts and patrol boats.

Findings and conclusions

The Maltese authorities confirm that the decisidnEarostat will be applied for any
possible military expenditure in the future.

5. Follow-up of theimplementation of Council Regulation 2516/2000
Introduction

According to Council Regulation 2516/2000 on tasesl social contributions, Member

States shall report yearly to Eurostat the methasbd for recording taxes and social
contributions. In this context, the implementatadrthe rules on the recording of taxes and
social contributions in Malta was raised.

Discussion

The Maltese authorities presented the methods rdiyrased, being a mix of cash and

accrual adjustments where the cash amounts eactayeadjusted by the assessment of
amounts unlikely to be paid. There is no time-amjent of cash receipts and the

assessment and declarations method is not usednfotaxes and social contributions

today. It was further explained that the data fioretadjustment are actually available for

most taxes, but that it have not been used so far.

Findings and conclusions

Eurostat concluded that the Maltese authoritieslyagm “"unorthodox"™ method for
recording taxes and social contribution, which @avlver acceptable according to the
rules. The method could however be improved byothicing time-adjustments and
Eurostat encouraged the Maltese authorities to raakeffort to do this in the future as the
potential exists. The Maltese authorities were aistted to provide an updated detailed
reply on the questionnaire on the application ofi@il Regulation 2516/2000.

% Eurostat news release 3/2006 of 9 March 2006



6. Recent and planned privatisation operations
Introduction

There have been several privatisation operatiodgmizken in Malta during the last years.
Furthermore a range of privatisation operationsaareunced for 2006.

Discussion

The recent privatisation operations and in paréictihe privatisation of Malta Airport in
2002 and 2005 were discussed. After analysingrimsactions involved, it was confirmed
that the recording of past privatisations as fimanmperations have been fully correct.

Findings and conclusions

Concerning the planned operation for 2006, Eurastaburages the Maltese authorities to
follow the operations closely in 2006 and 2007, amdparticular to check whether
government receives any special revenues in tmtegb



