Key points of the negotiations on the regulation on the European system of national and regional accounts in the European Union (ESA 2010)

The purpose of the ESA regulation is to make available comparable, up-to-date and reliable information on the structure and developments in the economic situation of the Member States of the European Union and their regions. Since statistics played an important role, especially in the phase leading up to the Eurozone crisis, an effective and precise measurement and disclosure of economic developments in the EU must be ensured. The so called Sixpack on Economic Governance was a crucial step in this direction. It demands a detailed measurement of contingent liabilities and a disclosure of this data (see I. below). Despite the urgent need and the Sixpack mandate to establish more reliable statistics, the Council has revealed its reluctance to include provisions for increased statistical accuracy and quality on public debt in the ESA regulation. Likewise, the Council breaches the Sixpack through its reluctance to improve coverage and quality of statistics on public debt. 

I. Reference to the articles of the Economic Governance Sixpack, which demand an improvement of the quality of statistics from 2014 on (Art.14.3  and art. 15.1 of the directive on requirements for budgetary frameworks of the Member States (2011/85/EU) (emphasis added): 
Art. 14.3 For all sub-sectors of general government, Member States shall publish relevant information on contingent liabilities with potentially large impacts on public budgets, including government guarantees, non-performing loans, and liabilities stemming from the operation of public corporations, including the extent thereof. Member States shall also publish information on the participation of general government in the capital of private and public corporations in respect of economically significant amounts. 

Art. 15.1: Member States shall bring into force the provisions necessary to comply with this Directive by 31 December 2013.
II. Key proposals of the trilogue on the ESAs
II.1 Original position of the European Parliament at the beginning of the trilogue negotiation (recital 14a and art. 2.5a (new):

Recital 14a: In accordance with Council Directive 2011/85/EU of 8 November 2011 on requirements for budgetary frameworks of Member States1, which requires publication of relevant information on contingent liabilities with potentially large impacts on public budgets, including government guarantees, Member States should transmit and Eurostat should publish
Art. 2.5a (new): By 2014, and annually thereafter, Member States shall transmit the following information to Eurostat 
- the debt of their public corporations, both by category and by sub-sector,

- the level of their guarantees to public and private sector entities, including a breakdown by sector, and information relating to the calling of guarantees,

- their implict pension obligations.

Eurostat shall publish that information annually. 

By 2014, Eurostat shall also issue a report containing a materiality test, in particular for disclosure of public-private partnerships and other implicit liabilities, including contingent liabilities, outside government.

By 2017, Eurostat shall issue a further report assessing the extent to which the publication of the information set out in the first subparagraph represents the entirety of implicit liabilities, including contingent liabilities, outside government.
II.2 Commission compromise (article 12a (new) on measurement and disclosure of key indicators of public debt of the proposal for a Regulation of the European Parliament and of the Council on the European system of national and regional accounts in the European Union (28.06.). 
This compromise covers the key issues of the original position of the European Parliament:
This compromise has already been blocked by member states, especially Germany (for further information see: http://bit.ly/L7M50i).
"By 2014 and annually thereafter, Member States shall transmit the following information to the Commission (Eurostat):

- government liabilities, including contingent liabilities stemming from the operations of public corporations 

- government guarantees including a breakdown by sub sector

 - their implicit pension obligations.

The Commission (Eurostat) shall publish that information. 

By 2014, the Commission shall also issue a report to the European Parliament and to the Council containing a materiality test, in particular for disclosure of public-private partnerships and other implicit liabilities, including contingent liabilities, outside government.

By 2018, the Commission shall issue a further report assessing the extent to which the publication of the information set out in the first subparagraph represents the entirety of implicit liabilities, including contingent liabilities, outside government."
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II.3 Council reaction to the compromise mentioned in II.1 (01.10.2012)
a) Weakening of the disclosure of data on public debt through a non-binding recital on a potential inclusion of the data on contingent liabilities in Eurostat´s ESA system:
The Council reacted to the aforementioned compromise by providing the following proposals which water down considerably the content of the proposal on Art. 12a (new). By providing such weak proposals, the Council breaches the mandate of the Sixpack to improve coverage and quality of statistics on public debt. 

Recital 14c (new)

Data and information on Member States contingent liabilities are provided in the context of the work related to the Multilateral Surveillance. By July 2018, the Commission should issue a report evaluating whether these data should be made available in the context of ESA 2010.

b) Deletion of the above mentioned compromise

Article 12a (new) - deleted

By 2014 and annually thereafter, Member States shall transmit the following information to the Commission (Eurostat):

- government liabilities, including contingent liabilities stemming from the operations of public corporations 

- government guarantees including a breakdown by sub sector

 - their implicit pension obligations.

The Commission (Eurostat) shall publish that information.

By 2014, the Commission shall also issue a report to the European Parliament and to the Council containing a materiality test, in particular for disclosure of public-private partnerships and other implicit liabilities, including contingent liabilities, outside government. 

By 2018, the Commission shall issue a further report assessing the extent to which the publication of the information set out in the first subparagraph represents the entirety of implicit liabilities, including contingent liabilities, outside government.
c) Weakened reporting on pension liabilities

Recital 14b (new)

(14b) The Economic Policy Committee (EPC) has been carrying out work related to the sustainability of pensions and pension reforms. The work of statisticians on the one hand and of experts in ageing populations working under the auspices of the EPC on the other should be closely coordinated, both at national and European levels, with respect to macroeconomic assumptions and other actuarial parameters in order to ensure consistency and cross-country comparability of the results as well as efficient communication to users and stakeholders of the data and information related to pensions. Also, it should be made clear that accrued-to-date pension entitlements in social insurance are not a measure of sustainability of public finances

Annex B
NB:  Compared to the Commission proposal as regards to liabilities (table 29), the following changes have been made:

- an extension of the deadline from 12 to 24 months

- a change in the period covered: 2015 onwards (instead of 2012 onwards)

- a three-yearly transmission (instead of annual)
II.4 Additional Green proposal for a recital to ensure the effective implementation of the Sixpack and more reliable debt statistics
After studying the problems of Eurostat on measuring contingent liabilities, we believe that the following recital should be added:
Recital: In order to achieve the objective of the Council Directive 2011/85/EU of 8 November 2011 on requirements for budgetary frameworks of Member States of publication of relevant information on contingent liabilities with potentially large impacts on budgets, inter alia an accurate measurement of the inherent risks of long-term contracts between government and private sector entities is necessary. These liabilities may be caused by construction, availability and demand risks. 

In reference to article 12a (new) of this regulation, Eurostat shall make effective efforts to measure the entire financial risks related to long-term contracts between government and private entities. Likewise, member states shall transmit the required information. Thereby, Eurostat and national statistic authorities can make an important contribution to implement the Directive 2011/85/EU and foster increased transparency and reliable debt statics.

Explanatory on the proposal for a recital

 

In order to achieve the objective of the Council Directive 2011/85/EU of 8 November 2011 on requirements for budgetary frameworks of Member States of publication of relevant information on contingent liabilities with potentially large impacts on budgets, an accurate measurement of the inherent risks of long-term contracts between government and private sector entities is necessary. 

Currently, Eurostat applies a statistical approach, measuring the three main risk categories related to long-term contracts, which are the construction, availability and demand risk. The respective asset is not classified in the public balance sheet, but on the private sheet, if the following key condition is met: the private partner bears the construction risk and at least one of either availability or demand risk as designed in the underlying contract. If this crucial condition is met, only the costs for the use of the respective asset are booked as a purchase of services by government.  Consequently, with this approach the government bears one risk related to a long-term contract (either linked to availability or demand), which is not taken into account in its debt statistics.

Apart from this flaw, applying the risk-based approach demands knowledge of the factual risks the underlying contract, which is difficult to obtain for statistical authorities. However, precise information is the precondition to be able to assess the extent of the risk. This decision is crucial, since according to Eurostat the private partner should always bear most of the risks attached to an asset of the specific partnership.  

These shortcomings do not allow an entire and realistic measurement of the risks related to long-term contracts.  

PAGE  
5

