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FOREWORD



Il Governments strive for excellence
in public service delivery and set
in motion various initiatives and
innovations to achieve this goal, this end
state. All the actions taken assume that
there is always scope for improvement,
mainly because what constitutes this end
state is debatable and subject to changing

views, controversy and disagreements
between the different  stakeholders
involved in public service delivery. The

realisation of such a discord does not mean
that a diffusely reached consensus on
improvement and excellence is impossible
but rather that any claim that this is some
absolute, objective and time-invariant
state is a fallacy. Continuous improvement
through innovation, analysis, and evaluation
are the pathway to excellence.

In our quest for excellence we have taken
measures to ensure that accountability
and transparency remain the underpinning
pillars of the Public Administration. That
is why we are once again presenting this
Governance publication. It is an account
of the follow-up actions undertaken by the
Public Administration on the Report by the
Auditor General - Public Accounts 2017.
This time round as | announced last year
at the launch of the Governance Report,
a follow-up on the Performance Audits,
Investigations and IT Audit that the NAO
issued in 2018 was also undertaken. An
account of this follow-up, another first for
the Public Administration, is included in the
second part of this report.

For the fourth consecutive year, the Internal
Audit and Investigations Department (IAID)
was taskedto carry out a verification exercise
on the implementation or otherwise of the
actions committed to be implemented by
the respective Permanent Secretaries as

per Governance Report issued in June 2018.
The verification exercise was also carried out
on the corrective actions presented by the
respective Permanent Secretaries further to
the recommendations put forward by the
National Audit Office (NAO) in their Annual
Audit Report - Public Accounts 2017 issued
in December 2018.

Based on this exercise, IAID had to give an
opinion on whether the corrective actions
presented by the Permanent Secretaries and
reviewed by IAID represent a true and fair
view of the actions actually implemented,
and whether these address the actions
included in the Governance Report and
the recommendations put forward by NAO
in the Annual Audit Report issued in 2018.
A similar procedure was adopted for the
Performance Audits, Investigations and IT
Audit that the NAO issued in 2018.

Following feedback received from IAID, a
series of exit meetings were held between
the Office of the Permanent Secretary
(Strategy and Implementation) within
the Office of the Prime Minister, IAID
and representatives from each auditee
together with the respective Permanent
Secretary. The objectives of these
meetings were to discuss the outcome
of the IAID review, highlight clearly areas
of concern, and provide further guidance
to auditees. Ultimately, this exercise will
contribute towards the implementation of
agreed actions to address the issues and
risks identified by NAO without undue
delay. It will also enhance the capacity of
government departments and entities to
take remedial action promptly in the future.
The exercise on the Report on the Public
Accounts 2017 was essentially concluded
in April 2019. However, following the exit
meetings, IAID carried out further checks



to confirm or otherwise additional actions
that Management committed to take
immediately, case in point being works on
the new location for the surgical material
store at Mount Carmel Hospital and the
continuous efforts to enhance stock control
in wards, thus signifying the commitment
towards staff and patients’ wellbeing,
apart from compliance with established
regulations.

During the course of this exercise, a meeting
was also held between Management, NAO
and IAID in order to discuss a particular area
related to accrual accounting. During this
trilateral meeting the present scenario in the
implementation of accrual accounting was
discussed and an agreement was reached
for this to be taken into consideration
accordingly. This signifies the strong
cooperation and mutual understanding that
exist between the different stakeholders
and builds upon the invaluable contribution
being made by Senior NAO officials to
support good governance through having
an observer status on a number of ad hoc
Working Groups. One such Board is that
overseeing the implementation of the
accrual accounting software solution across
Government Departments.

As already expressed last year, we welcome
public scrutiny and hence appreciate that
the NAO are carrying out follow-ups on
reports that have already been covered in
previous Governance publications issued
by this Office. This supports our drive
to ensure that Management’s corrective
actions do not stop with this publication.
In fact, it is expected that Management
provides ongoing commitment to secure
the continuous implementation of the
agreed actions, and to ensure adherence
to the applicable regulations and circulars.

This is necessary for sustainability in the
medium to long term, despite situations that
inadvertently recur, such as staff mobility
resulting in a loss of expertise.

It was noted that a number of
recommendations included in the 2017
NAO report are addressing the entire
system in general rather than a specific
shortcoming. This makes it more difficult
to take only one action that specifically
targets the recommendation. Hence, in this
year’s Governance Publication, the number
of actions is higher than the number of
recommendations. The status of certain
actions is being presented as Ongoing
to ensure that Management’s attention is
constantly given to such recommendations
and agreed actions even after the conclusion
of the present follow-up exercise. This is
being emphasised notwithstanding the
need to continue to ensure that the set
operational targets and key performance
indicators are met. Asin previous years there
were also instances when Management did
not accept a recommendation by the NAO,
in which case cogent reasons are presented.

The NAO Report on the Public Accounts for
2017 made a total of 192 recommendations.
The Public Administration identified 332
actions to address these recommendations.
By May 2019 the implementation rate
was 78%. This surely augers well for the
continued strengthening of accountability
and transparency on our path towards a
service of excellence.

MARIO CUTAJAR
Principal Permanent Secretary
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PERFORMANCE AUDITS,
INVESTIGATIONS AND IT AUDIT
ISSUED IN 2018
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The primary aim of this performance audit was to determine the extent to which Malta
is safeguarding its biodiversity through the designation and management of its marine
protected areas. Within this context, this audit’s objectives included determining the
extent to which:

a. The government developed the relevant legal and strategic framework to conserve
marine biodiversity;

b. National authorities carried out assessments to designate Marine Protected Areas
(MPASs);

c. Site-specific management plans to conserve the marine habitats and species were
drafted;

d. The proposed measures to utilise MPAs in a sustainable manner are being implemented
in an effective and timely manner; and

e. National entities are monitoring that MPAs are managed in an effective and sustainable
way.

In view of the findings and conclusions emanating from this performance audit, the
National Audit Office proposed a number of recommendations. These proposals relate
to the main issues influencing the sustainability of Marine Protected Areas. Within this
context, recommendations target the strategic, administrative capacity, and operational
factors.

While acknowledging Environment and Resources Authority’s dual role as environmental
regulator and implementer, the functions are administratively and organically separated,
with strategic and thematic issues, permitting and assessments, and compliance and
enforcement being housed under different sections of the Authority. In addition to
this, relevant entities are constantly involved in discussions so as to streamline such
implementation across sectors. While certain mechanisms are already in place, such as an
Inter-Ministerial Committee regarding the implementation of marine framework issues and
MPAs, other legal or administrative tools will be delved into. It is pertinent to note that
the Authority liaises with other entities for the implementation of certain measures. This
implies that, while certain strategies and plans allocate implementation responsibilities on
ERA, this is done in consultation with relevant entities and stakeholders. A number of MoUs
and agreement with relevant stakeholders are also in place.

The ERA is actively collaborating at a regional Mediterranean level in various initiatives
through the EU and the UN, particularly through the UN Barcelona Convention and the
related regional collaboration, which addresses all Mediterranean states that are parties
to the Convention and/or its Protocols, including the SPA/BD Protocol (the Protocol
concerning Specially Protected Areas and Biological Diversity in the Mediterranean).



The ERA published the aim of state of the environment report and intent for the proposed
National Strategy on the Environment (NSE), with the NSE vision currently undergoing
public consultation. In addition, an action plan relating to the operationalisation of the
Integrated Maritime Policy is in the process of being finalised and adopted. Plans in relation
to marine monitoring measures and related programme of measures have been adopted
and are being implemented.
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NAQO’s audit objective was to analyse the effective use of IT systems in the identification
of skills, professional development and training needs across the selected ministries'. The
audit sought to determine whether these systems have the necessary controls to maintain
the confidentiality, integrity and availability of HR data, as well as to review the built-in
functionality of these IT systems in view of the needs of the respective HR functions.

Overall, NAO showed concern that the selected ministries' do not have a formal, uniform
approach for the identification of required skills, nor the tools in place to achieve this
objective. Only MEDE, to a certain extent, could identify the skills/qualifications of its
teaching workforce in government schools through its STS application. NAO opined that
unless the Skills and Qualifications module of the Dakar system is implemented across
government, ministries will be limited in their ability to plan ahead and fill the workforce
capability gaps in a comparable or structured way. Furthermore, NAO questioned how
employee training needs analysis is being carried out, given that basic information of
professional development/training courses attended by public service officers is not
maintained by the respective ministries.

NAO recommended that in the short term, PSD should take the initiative to ensure greater
standardisation of HR processes mentioned in its audit report, and the continuous updating
of all HR records required for the identification of skills and professional development
needs. In the long term, key stakeholders should take the necessary steps to ensure the
implementation of a fully comprehensive HR system as outlined in the HR management
plan: Human Resources and Skills Development Strategic Policy Framework — A way
forward for 2014-2020.

The Dakar Training Management (TM) module has now gone live and is integrated into the
main government payroll database as part of Dakar Payroll. This followed a clean-up and
migration of data residing on systems in use at IPS, which would in due course be integrated
into the the Dakar Skills and Qualifications (SQ) module linked with the newly introduced
TM module. The SQ functionality will be included in the next phase of My Personal Kiosk
later on this year. Eventually, the TM system will be updated automatically with relevant
data from Dakar Performance Appraisal and Recruitment modules. In this regard, an
important tool is being developed here in connection with training need analysis. PSD has
been following a newly established training needs mechanism process based on HR plans,
performance appraisals, DCS fora, mystery-shopper feedback, quality assessments, KPIs
and continuous development needs. PSI presently works in tandem with the Educators’
Board to formulate training and academic programmes and plans.

TOPM, MFIN, MEDE, MJCL (January 2018, when NAQ’s report was published)



An online application form for the management toolkit has been in use since last year.
Another online application e-form is being developed for the other IPS courses. This is
envisaged to be in place in time for the projected new style 2020-2021 online prospectus.
Use of web service technology is being made for optimal TM functionality. A (non-IT) NAO
recommendation which IPS will be taking on board for academic year 2019-2020 relates
to applications for relatively advanced courses. These will only be considered as long as
corresponding basic courses have been (successfully) undertaken where applicable. Also,
candidates failing a management toolkit test will be invited immediately for an exam resit
or course repeat; “failure” marks are being recorded. A project team from Dakar, IMU
(OPM) and IPS are working to implement a system (by means of the new TM module) that
replaces the use of manually compiled Excel spreadsheets to record information about IPS
courses (as well as applicants, and exam candidates and marks).

Currently, Phase Il of the government recruitment portal is being implemented along with
the Dakar Discipline module. All HR officers within ministries have been provided with
the necessary hands-on training for Phase |, and training for the Discipline module is also
planned to take place.

Another initiative being undertaken by PSD is the integration of the separate Dakar Payroll
applications in use in a number of Health entities with the main government payroll, as part
of an overall effort to do away with stand-alone systems as much as possible. Absences
have been recorded into Dakar’s Absence Management system since 2014. Sick leave cards
cannot be phased out completely, as they still serve as basis of sick leave availed of prior
to 2014 for the purpose of the calculation of pre-retirement leave. NAO had also remarked
on the processes concerning career progressions and promotions stating they should be
consistent throughout each ministry and line department. However, this is more a matter
of compliance with PSMC, which assures coherency across the public service in this regard.
The applicable manual could be accessed online on the PSD’s website.

A clean-up of HRIMS data is currently taking place. The new Personnel module is planned
to be in place by the end of this year, and will become the core module of the whole Dakar
HR suite and entry point of new employees’ details. The aim is to decommission HRIMS by
the end of 2020.

In conclusion, it is reiterated that with the establishment of People & Standards within
OPM, a strategy has been drawn up to professionalise the HR Management function of
the public administration. One of the core factors on which the success of this strategy
hinges is the MIS backbone. As denoted above, this backbone is undertaking a significant
reconstruction and bolstering effort. This is both an intensive and an ongoing effort. As
detailed above, since the NAO audit, we have attained important milestones and results
which are already benefiting the management of HR across the public administration.
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The National Audit Office (NAO) conducted the performance audit: ‘Evaluation of Feed-
In Tariff Schemes for Photovoltaics’ in accordance with the Standard for Performance
Auditing, ISSAI 3000. The primary aim of the audit was to evaluate the cost-effectiveness
of Feed-In Tariff (FiT) Schemes for Photovoltaic (PV) installations and to assess the extent
to which these initiatives managed to reach an optimal balance between affordability,
decarbonisation, security of supply, as well as contribute towards the attainment of the
10 per cent renewable energy generation target out of the total consumption by 2020.
Within this context, this audit also considered other options at the government’s disposal
for the achievement of such a target, namely cooperation mechanisms as envisaged by the
Renewable Energy Directive 2009/28/EC. To this effect, the audit sought to determine the
degree to which the:

i. measures listed in the National Renewable Energy Action Plan (NREAP) 2015-2020
were implemented,;

ii. uptake of the PV FiT Schemes issued to-date was positive;

iil. methodologies used by national entities to calculate the optimal FiT were in line with
best practices;

iv. schemes’ subscribers economic interests were appropriately considered;

v. additional FiT costs incurred by the government for every scheme represent value for
money; and

vi. cooperation mechanisms may have offered a more cost-effective option to attain the
2020 target, as opposed to the current indigenous PV Renewable Energy Source (RES)
choice.

The concluding comment of the NAO was that Malta has registered significant progress in
generating renewable energy from PVs, and the attainment of the EU 2020 obligatory target
looks more than just a possibility. The current indigenous approach adopted has yielded
various benefits. Nonetheless, the opportunity exists for national authorities to continue
in their quest to obtain deeper insights into the potential of cooperation mechanisms and
their applicability within Malta’s context.

In view of the findings and conclusions emanating from the performance audit, the NAO
proposed a number of recommendations.

Given the requirement of Commission Regulation 2018/1999 of the European Parliament
and of the Council to prepare and submit a National Energy and Climate Plan which also
encompasses an update of the NREAP, the development of the plan started in 2017 after
an Inter-Ministerial Steering Committee meeting. The IMSC met regularly and the draft
NECP was submitted to the EC in December 2018 as required by the applicable regulation.



In 2018, the management continued with its efforts to implement solar farms. In fact,
another call was issued in August 2018. A solar farm policy is in place to guide the
permitting process. The Ministry provides support in those areas falling within its remit.

In line with the National Renewable Energy Plan, the use of flexible mechanisms (including
statistical transfers) as envisaged by the Renewable Energy Directive is not excluded in
principle; however, priority is being given to the development of indigenous sources were
cost-effective. During the effective period of this plan, flexible mechanisms will continue
to be considered as a fall-back position should Malta register a shortfall in the planned
renewable energy production.

The Energy and Water Agency stated that the 10% renewable target included in the NREAP
2015-2020 is being monitored through the collection of data pertaining to the generation
of energy from renewable energy sources from various entities including Wastesery,
Enemalta, REWS and NSO, and forwarding of data to the NSO which compiles the “Shares
Tool” (this being a public accessible database available at https://ec.europa.eu/eurostat/
web/energy/data/shares showing annual contribution from the various renewable energy
sources). The Agency publishes a report on the status of renewable energy every two
years. This is submitted to the EU Commission (available online at https://ec.europa.eu/
energy/en/topics/renewable-energy/progress-reports).

A common key with regards to PV records has been agreed in order to ensure the integrity
of the data between the two databases maintained. Work is in process in this regard.
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On 25 January 2016, the National Audit Office (NAO) received an anonymous letter, wherein
it was alleged that the former Parliamentary Secretary, responsible for Small Business
and Land used his influence to expedite the process for the payment by the former Land
Department within the Government Property Division (GPD) of expropriated land in
Santa Lucija. During the same period, it was further alleged that the former Parliamentary
Secretary together with his spouse were negotiating the purchase of a housing unit, which
was built on a proportion of the acquired land under the Home Ownership Scheme (HOS).

In line with its policy to proceed with its investigations even in the case of anonymous
letters, provided that sufficient information was provided therein, the NAO investigated
these allegations. The Investigation undertaken did not elicit any evidence that the
former Parliamentary Secretary used his influence to gain an unfair advantage or to make
unwarranted personal gain.

The Investigation identified administrative weaknesses that impinged on the land
acquisition process. These shortcomings encroach on the principle of transparency, value
for money, the right of compensation for expropriated property within a reasonable period
and the right of beneficiaries of HOS properties to be granted the unfettered ownership
of their homes.

The Lands Authority is in ongoing discussions and proposals have been made for a thorough
change of the provisions of Cap 573 concerning expropriations. The proposals are currently
being evaluated and it is envisaged that changes would be enacted by end of year 2019.
Subsequently, prioritized plans will be drawn up. However, actual implementation is totally
contingent on budgetary allocations made available.



On 12 June 2015, after the findings of the MDH Inquiry Board, headed by Justice Emeritus
Dr. Philip Sciberras, had raised significant doubts on the governance, transparency and
financial management of the Mater Dei Hospital (MDH) Project, the Minister for Finance
requested the Auditor General to investigate the process leading to the design, building,
execution, certification, payment, completion and eventual closure of the Mater Dei
Hospital project.

In the NAQO’s overall opinion, the FMS’s failure to provide the required information and
documentation, together with the various other shortcomings highlighted in the Report,
represents a scenario characterised by the breakdown of any sense of accountability,
transparency and good governance. Reconciliation would have allowed the NAO to
provide assurance, or otherwise, to Parliament and the taxpayer of the regularity of public
funds availed of to finance the MDH project.

Subsequent to the issue of the report of this investigation, it was decided that another
exercise is carried out. The second assignment is in progress.

FMS is providing NAO with the requested information and is furthermore ensuring that
catalogued electronic records are being properly kept for full accountability.
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Following allegations in the press in March 2018 on a former Member of Parliament and
Judge Emeritus, Alternattiva Demokratika Chairperson requested the Auditor General
to certify that mentioned pension was correctly paid and that no political interference
conditioned the issue of the said pension.

In view of difficulties encountered due to interpretations, the assessment and actual
payment of pension to the former Member of Parliament were undertaken after the
required verifications and confirmations, through both the Accounts Section of the House
of Representatives and the Office of the Attorney General, were obtained.

The first records submitted by the Accounts Section (HOR) indicated a period of a whole
legislature as a Member of Parliament from 18t December 1981 to 13" February 1987, but as
per publication ‘L-Elezzjonijiet f’Malta 1849 - 1987’ is was noticed that he was also a Member
of Parliament in part of the previous legislature from 20% July 1979 to 9™ November 1981
(part of the 4% legislature).

In view of this, the Accounts Section provided information regarding the 4t legislature and
it was established that the criteria for eligibility of pension were actually in place. These
criteria being the minimum of a term of service of 2 legislatures and the aggregate of
months being more than 65 months.

Another query to determine the entitlement of pension concerned the matter whether
both periods (ie 20%" July 1979 to 9™ November 1981 and 18" December 1981 to 13" May
1987) could be considered as an uninterrupted period (a period with no break of service
years) in view of the fact that he was elected through a by-election in 1979. The advice of
the Attorney General’s office was sought whereby establishing that since member was re-
elected in Parliament following the result of the next General Election, both periods could
thus be considered as no break of service years. If on the other hand the former Member of
Parliament was elected through the by-election system arising from the General Election
the second time round, a break of service years would have been registered.

Considering these facts, the Salaries and Service Pensions Unit assessed pension and
entitlement due was issued accordingly, in full adherence with pension regulations and
without any interference. Therefore the NAO report did not sustain the claim that there
was any political interference.



On 27 January 2016, the National Audit Office received a letter from a private individual
alleging collusion involving governmental officials so that public property handed over to
the Dingli Local Council (LC) for Interpretation Centre purposes would be transformed
into a catering establishment. Moreover, the letter also referred to various irregularities and
shortcomings in administrative procedures adopted by various governmental institutions.

This NAO investigation made note of a number of administrative shortcomings, which raise
governance-related concerns. Amongst others, the NAO concluded that, individually or
collectively, the shortcomings noted impinge on the reputation of the institutions involved
in this investigation. These weaknesses also question the effectiveness of governance
mechanismsin place. This investigation raised concernsrelating to principles of consistency,
transparency, accountability, and value for money.

These shortcomings are being addressed by the concerned entities through the following:
Planning Authority

«  Planning applications are all processed electronically;

* Processes have been reviewed and are now streamlined electronically;

« The Development Planning (Procedure for Applications and their Determination)
Regulations were entered into force through Legal Notice 162 of 2016;

¢ External consultees listed in Schedule 3 of Legal Notice 162 of 2016 are notified
automatically through the IT system that an application has been submitted. The
external consultees have thirty days from such notice to submit their recommendations.
Failure to provide recommendations or a position by the established timeframe will be
construed as a no objection by the consultees;

°  The Outline Development Permit is submitted by the applicant in order to establish

whether the Full Development Permit can be issued or otherwise. Thus, by submitting
an Outline Development Permit, the applicant will have an indication of whether the
application will be processed or immediately refused,;
Once the Board decides that an Outline Development Permit submitted by an applicant
is approved, the Full Development Permit cannot deviate from it, unless there is a
change in regulations/policies during the time between the submission of the Outline
Development Permit and the issue of the Full Development Permit or a change
submitted by the applicant himself. In fact, the Full Development Permit is based on the
parameters set out in the Outline Development Permit;

«  For major projects, a screening process is adopted whereby the Directorate and
consultees provide information to the applicant with respect to the studies that need to
be undertaken prior to the submission of the application. The application is forwarded
to the Board once the Directorate establishes that it is valid for assessment;
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Whereas the Board used to be composed of seven part-timers, the Authority now
has three full-time Planning Commission members who evaluate each case in order to
assess the recommendations made by the Directorate. The Authority started employing
Planning Commission members on a forty-hour week basis as from 2010;

The Planning Commission also has its own technical team consisting of 5 members who
assist the Commission in its evaluation to ensure that what was requested by the Board
was in fact submitted by the applicant.

Lands Authority and Local Government Division

Devolution of land from the Lands Authority to Local Councils is now regulated by:

- Cap. 573 of the Laws of Malta enacted in 2017;

- Memo 25 of 1999; and

- A ‘Policy Document’ dwar Devoluzzjoni Lokali - “Policy” u Procedura ghal
Applikazzjonijet biex tigi amministrata Proprjeta Pubblika issued by the Department
for Local Councils in February 1999.

Changes to Cap. 573 of the Laws of Malta are envisaged for the last quarter of

2019.

Processes at the Lands Authority are being improved through online submission of

applications and self-imposed timeframes.

The Lands Authority is revisiting the processes through which public property can be

devolved. As part of this process, the said authority consulted all ministries and initiated

discussions with the Local Government Division who, from their end, are also revising

the Local Councils devolution application process.

As part of this reform, changes will also take place as regards to sub-leasing.



The NAO conducted this review to determine whether Mount Carmel Hospital, being the
central national hub tasked with dealing with such conditions, is operating efficiently while
effectively addressing society’s mental health needs.

The NAO is of the opinion that an all-encompassing national strategy on mental health
needs to be implemented at the earliest to ensure the effective overhaul of MCH and
to address the prevalent negative stigma on mental health. The NAO also strongly
recommends that any future mental health strategy should have community services as its
flagship. The NAO however contends that this is not possible without the full commitment
of central government, particularly through the investment of the required capital and
recurrent resources at the earliest.

Recognising that mental illness is one of the most significant public health challenges
of the 21st century, in December 2018, the Office of the Deputy Prime Minister and the
Ministry for Health launched a Mental Health Strategy for Malta 2020 - 2030 for public
consultation and discussion.

In addition, it is to be noted that Mount Carmel Hospital is currently in the process of
carrying out maintenance works in tandem with structural works. In fact, a programme
of the refurbishment works that will be carried out is in place. In this regard, progress
meetings are being held on a weekly basis. MCH was allocated €6 million in capital
expenditure per annum for 5 consecutive years and €3 million in recurrent expenditure for
2019. Furthermore, there is a commitment that, by 2025, a new hospital will be built for
acute clients.

MCH management intends to adopt a holistic security approach covering security,
access control, fire and health and safety after taking into consideration feedback from
stakeholders.

While acknowledging that MCH is facing a staff shortage, the management is always
striving to carry out better resource allocation. In addition, it is to be highlighted that,
amongst others, in the past months, MCH had a good intake of psychologists at all levels.
Top management are also focusing on enhancing communication with staff and motivation.
In fact, meetings are being held with staff who are also being encouraged to come forward
with new ideas to improve the operations of the hospital, which will ultimately also lead to
a positive impact on the service provided to clients.
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The audit objectives outlined below reflect the main criteria adopted to determine the
degree to which this venture constituted value for money. To this effect, the NAO review
sought to evaluate the extent to which the:

i. project contributed to Malta’s tourism product;

ii. direct financial benefits to the Government replicate public investment;

iil. contracts’ clauses safeguard the Government’s interests and ascertain a balanced
partnership in terms of project benefits; and

iv. Malta Tourism Authority (MTA) is monitoring project implementation.

This performance audit identified a number of issues, both at the strategic level and at the
operational level. NAO recommendations were put forward accordingly.

All strategic recommendations which are of a horizontal nature are being noted and will be
taken into consideration as and where applicable.

At the operational level, it is to be noted that MOT and MTA have kicked off a process to
explore ways and implement actions to address the main recommendations made. Meeting
minutes are being maintained in respect of MTA’s Monitoring Committee. In addition, an
economics expert has now been appointed on the Monitoring Committee, thus facilitating
the process of implementing NAO recommendations. Inspections carried out on the
cleanliness and ambiance of the aquarium, and to confirm that the aquarium and other
operations are open to the public, are being documented. MTA has created a Facilities
Inspection Form to be used during the course of carrying out inspections. Such form, a
copy of which was forwarded to IAID, is final and has been approved by the Director for
Product Development within the Malta Tourism Authority.



The National Audit Office carried out a performance review on how the Department of
Fisheries and Aquaculture (DFA), as the national regulator in this sector, carries out its
inspectorate function to protect this industry. The NAO focused solely on the fisheries
arm of the Department’s operations. The NAO primarily focused its analysis on the extent
of visibility that the DFA’s inspectorate has on the sector in question, the Department’s
prioritisation of available effort and resources, and its risk management system. This
study assessed whether the DFA’s inspectorate arm, through its operations and capacity,
is identifying and managing risk as well as allocating the resources at its disposal in an
effective and efficient manner.

In order for the DFA to consolidate its position of a regulator within the fisheries sector, the
NAO recommended that an internal HR review is conducted to detect and address staff
deployment inefficiencies and training needs; that further automation of data management
and reporting systems are seen to; that the presence of DFA’s inspectorate both at sea
and on land is increased; that inspectorate effort allocation is based on comprehensive
risk management systems; and that administrative measures are considered to safeguard
DFA’s regulatory role, particularly in view of its operational remit.

In line with the current government policy, the DFA’s remit encompasses both regulatory
and operational functions. The proposed organogram shows that the operational and the
regulatory functions are placed under two separate directorates within the department to
mitigate any potential existent or perceived conflict of interest. Separation of powers is
thus achieved internally.

As part of its commitment to enhance procedures, the DFA is acting upon an action plan
drawn up in order to address the observations raised by NAO. This action plan includes
revising existing standard operating procedures and creating new ones. Once concluded,
this process will contribute towards strengthening current processes. The management
is also updating existing risk registers and providing the necessary training in this regard.
The updated risk registers will also be used as part of the planned Business Process
Reengineering exercise. The management is also committed to recruit additional resources
in line with applicable rules and procedures.
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On 30 July 2015, the then Opposition Members of Parliament on the Public Accounts
Committee (PAC) and the then Shadow Minister for the Environment, Energy and Transport
requested the Auditor General (AG) to investigate matters relating to the selection of the
ElectroGas Malta Consortium and the contracts awarded for the supply of gas to and
the purchase of power by the Enemalta Corporation. The correspondence submitted to
the AG referred to a number of matters. All these matters raised concern regarding the
purpose and viability of the project, and whether it represented value for money. In this
context, the AG was requested to investigate:

a. the process of selection leading to the government’s awarding of contracts relating to
the construction of a power station and the supply of electricity to Enemalta to the
ElectroGas Consortium and to determine whether the selection was diligently made
and based on the principles of good governance;

b. whether documentation indicating the financial standing of each company forming part
of the ElectroGas Consortium was requested and whether these documents indicated
the risks identified by Gasol’s auditors;

c. whether the government was aware of this information, whether this was disregarded
or, if unaware, why the government failed to request this information;

d. whether the government and/or Enemalta had sufficient and documented proof that
the ElectroGas Consortium had the necessary financing to undertake the project
as required in the Expression of Interest and Capability (EolC) and the Request for
Proposals (RfP);

e. whether the government created favourable conditions for the ElectroGas Consortium
to the detriment of other companies that could have had an interest in this project,
when providing a state guarantee for a bank loan and whether this guarantee was in
breach of the government’s financial regulations;

f. the process through which Gasol was allowed to withdraw from the ElectroGas
Consortium and to determine whether this was in line with the procedure ordinarily
applied in similar cases;

g. the contracts entered into by the government and/or Enemalta for the purchase of
electricity from ElectroGas Malta Ltd and whether the contracts were consonant with
the principles of good governance, including transparency, viability, and value for
money; and

h. whether the rate at which the government and/or Enemalta agreed to purchase
electricity from ElectroGas Malta Ltd was more favourable than that at which Enemalta
procured electricity through the interconnector.



Further concerns were raised by the Opposition Members of Parliament on the PAC and the
Shadow Minister for the Environment, Energy and Transport on 21 August 2015. Additional
information was also brought to the attention of the AG on 25 April 2016 by the then
Leader of the Opposition. The initial request by the PAC and the subsequent submissions
made formed the basis of the terms of reference set by the National Audit Office (NAO).

Enemalta plc analysed the NAO report content with the merited attention. To this effect,
while an in-depth analysis of the report was commenced on report tabling, such analysis—
even given the complexity and the wide scope/span of the report—is still ongoing, with
various draft reports as prepared by EM external consultants and in-house personnel being
evaluated. Eventually, such input will be disclosed and discussed within the proper and
formal forum, as well-stated by the Auditor General.

Enemalta holds opinions that differ in various instances and on various topics from those
expressed in the NAO report. As for recommendation take-up, prior to the publication of
the report, Enemalta was already in an advanced stage of deploying the proposed Energy
Trading Section, tasked with optimising the trading and dispatch planning functions, which
section is now fully functional.

Where tendering procedures are concerned, it is once again necessary to stress that the
contracts awarded to Electrogas Malta Ltd by Enemalta are the deliverable of the so-termed
Gas and Power Project. By its very nature, such a project is a capital and extraordinary one.
To this end, various comments and recommendations related to the procurement stage are
being acknowledged as positive and fruitful input/advice from the National Audit Office.
However, such input and advice can, in effect, be only heeded by Enemalta when new and
similar procurement is being effected.
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Performance Audit:

An evaluation of the regulatory function of the Office of the
Commissioner for Voluntary Organisations - December 2018
MEDE

The main focus of the audit was to determine the extent to which the regulatory function
entrusted to the Office of the Commissioner for Voluntary Organisations (OCVO)
is conducive to good governance of all VOs, namely in terms of transparency and
accountability. Towards this end, the audit’s objectives sought to:

o

assess the level of timeliness and quality associated with the enrolment process;

b. determine the extent to which OCVO is kept abreast of funds and grants received by
VOs for regulatory and risk analysis purposes; and

c. evaluate the monitoring and enforcement functions assigned to the Commissioner

through the VO Act.

The National Audit Office put forward recommendations related to the enrolment, funding
and monitoring of VOs. A number of strategic recommendations were also proposed.

Following the legislative changes that took place in 2018, the OCVO recruited additional
human resources based on the structure approved by the competent authority in 2019. The
OCVO is in the process of further recruitment. Training is being provided, both to current
employees and also to participants from VOs.

As the regulator, the OCVO ensures that any VO platform set-up is managed appropriately.
The OCVO is in the process of developing a database to generate statistics and enable

more in-depth oversight of voluntary organisations’ operations. Checks being carried out
on VOs include liaising with competent authorities to screen all administrators.
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