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INTRODUCTION

Regulation (EC) No 501/2004 of the European Pasiatmand of the Council of 10 March
2004, stated, in Article 9, that the Commission r{fStat) shall submit to the European
Parliament and the Council a report containing ssessment of the reliability of quarterly
data delivered by Member States. In order to fiiffi§ legal requirement, a quality report on
qguarterly financial accounts for the general goment (QFAGG) was adopted by the
Commission and transmitted to the European Parh&rard to the Council in June 2006.
This quality report is available in the GFS dedicasection of the Eurostat web site at

http://epp.eurostat.ec.europa.eu/portal/page? @=p@73,47631312,2373 58674419& dad=
portal& schema=PORTAL

The aim of the quality report was to capture thdtiple dimensions of quality, following
criteria commonly used to assess the quality dissizs. The Report was broadly agreed with
the members of the Joint Eurostat/European CeBtaak Task Force on Quarterly Financial
Accounts for General Government.

The report comprised general sections, explainiregunderlying concepts, technical issues,
and main country findings, and a final section wd#hsummary of conclusions and

recommendations by country. More extensive docuatiemt underpinning those findings has

been available on the Eurostat website since 2006.

Two years after the adoption by the Commissiorheffirst report, there have been changes
and significant improvements in the quality of statistics transmitted by Member States.
One significant change when compared to the previeport is that all Member States are
now transmitting data.

Consequently, Eurostat decided to update this tyuedport in order to take into account
developments in the last two years. Contrary tofitlsé¢ quality report, which was requested
by legislation and officially adopted by the Comsiis, it is planned that this report will be
mainly a working document for compilers and usearg] that it will be placed in the GFS
dedicated section once discussed by the membdisedfask Force on Quarterly Financial
Accounts for the General Government.

The structure of the report has been slightly arednd order to take into account the latest
aspects of quality assessment and the need toatealne change in quality. The main
changes in the structure are as follows:



» A section on the evolution of data quality since time of the previous quality report
has been added at the beginning, by includingatsessment and recommendation'
table from the previous report with an additionalienn showing main improvements.

» The section ‘“Institutional arrangements” has beaxnamed "Compilation
Arrangements".

» The section "Accessibility and clarity" becomes tAssibility and clarity at national
and Eurostat levels ".

> In the sub-section 5.2. "Coherence between finhacid non-financial accounts”, the
average of absolute discrepancies and the seasopélihe discrepancy are now
examined.

» Under the "Comparability” section, a sub-sectionrcomparability with EDP data has
been added.

» Finally, a new section on compliance with the Ragah has been added.

Structure of the Quality Report
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1. EVOLUTION OF QFAGG DATA QUALITY COMPARED TO THE FIRST
QUALITY REPORT

This section shows the progress made betweenmtegfiality report produced in 2006 and
this new report. The first quality report refertedthe data transmission of March 2006 (2005
Q4 figures), while this update concentrates onttaesmissions up to March 2008 (2007 Q4
data). When the first QFAGG quality report was askd, there were 25 Member States.
Since then Romania and Bulgaria became memberkeoEtiropean Union, and they are
accordingly included in this report.

At the time of the first report, 12 Member Statesrevpublishing QFAGG or related data on
their own web sites; now they are 19, and somer athientries plan to publish them soon. On
the Eurostat side, the accessibility of data hggaved as QFAGG have also been published
at the level of the sub-sectors. Eurostat has gedhthe presentation of quarterly data in the
dissemination data base in a clearer way and, naere&urostat has set up a GFS dedicated
section in the Eurostat web site, where informatardata, metadata, manuals, publications,
EDP-related issues, etc., is included in a singimairt. In addition, QFAGG data are now
published in quarterly GFS integrated tables onEheostat web site (general government
section). These tables present quarterly non-fiahraccounts for the general government,
guarterly financial accounts, and quarterly deliada a user-friendly and more consistent
way. Eurostat is also currently discussing with NdemStates, in the framework of the Task
Force QFAGG, how to improve the metadata explaitiegfigures released.

In terms of data coverage there has also beerfisamti improvement. At the time of the first
report only 13 countries provided the full coveragquired by the Regulation. Now this is
achieved by 17 countries in terms of instrumentd periods. In addition, two further
countries provided full information except for coerpart sector data.

The coherence between quarterly and annual dataimlsroved consistently. In the first
report it was mentioned that 12 countries showetkpecoherence, while now this is the case
for 15 countries. Additionally, in many cases th&edences are explainable by vintage-
related issues.

As for the coherence between financial and nomfire accounts, at the time of the first
report 11 out of the 20 countries for which thecthpancy could be calculated exhibited an
average quarterly discrepancy within a range 00.2% of quarterly GDP, while now 23
Member States (out of 26 available) recorded ana@eediscrepancy within this range.

Concerning coherence between stocks and finaneiasactions, the first report pointed out
that few countries reported major events, whileatata on large Other Economic Flows are
now provided by 26 countries.

As for comparability over time, most Member Stategorted no breaks in their time series.
Nonetheless, in the first report seven Member Stegported identified breaks, while in this
second report this number has increased to ten.

http://epp.eurostat.ec.europa.eu/portal/page? ¢ap@v3,47631312,2373 58674332& dad=portal&
schema=PORTAL




As for comparability with MUFA, a majority of coumts declare that the two datasets are or
will be identical. However, a comparison of the BtaApril 2008 transmission reveals that
only 9 members of the euro area reported identicalmost identical data.

Concerning the comparability with government dabt] on the basis of quantitative analysis,
government debt and government liabilities werentbgonsistent for all five categories of
instruments examined (short- and long-term loam®rts and long-term securities, and
currency and deposfisin only 4 countries in 2006, and now this numbas increased to 13
countries.

Finally, Eurostat has produced, with the help @f thembers of the Task Force, a Manual on
sources and methods for the compilation of QFAGHEstics, which is available in the GFS
dedicated section of the Eurostat web at:

http://epp.eurostat.ec.europa.eu/portal/page? gat@er3,46587259& dad=portal& schema
=PORTAL&p product code=KS-RA-08-006

The table below shows main progress since thediratity report was produced in 2006.

Member Two years ago, | An effort had to be | After 2 vyears, progress is
State* the data and the | madeon: observed on:
metadata were
of:
Belgium good overall e valuation of
quality debt securities
Czech Insufficient * provision of * coverage (now consistent
Republic overall quality whole  time with the legal
series requirements)
» coherence * major events (reported agn
with  annual recent quarters).
financial e consistency with  non
accounts, and financial accounts
with non-
financial
accounts
* reporting

major events
* valuation of
debt securities
and unquoted

equity
Denmark good overall * reporting * major events reported
quality major events
Germany Satisfactory * coverage e coverage (now consistent
overall  quality; e country with legal requirement).
insufficient descriptions « consistency with other

Coins are often liabilities of central governmeand government can accept deposits, in some rare
instances included in monetary aggregates.
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reporting of some majo
events

Greece

insufficient
overall quality
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descriptions
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with non-
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reporting
major events
valuation  of
unquoted
equity

consistency with quarterl
non-financial accounts, bl
stil  some room for
improvement.

Country descriptions
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very good overal
quality

coherence
with non-
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France

good overall

enforcing a




Member Two years ago, | An effort had to be | After 2 vyears, progress is
State* the data and the | madeon: observed on:
metadata were
of:
quality proper
maturity
criterion
limiting
revisions  of
1st estimates
coherence
with non-
financial
accounts
Italy good overall country country description
quality descriptions provided
consistency consistency with Q-Delt
with debt data.
valuation  of
unquoted
equity
reliance  on
direct source
data
Cyprus Limited data ang An immediate data are now reported on a
documentation effort IS regular basis
has been receive necessary to
by Eurostat. comply with
the EU
Regulation.
Latvia good overall coverage coverage, although not
quality; valuation  of complete.
incomplete debt securities
coverage and of
unquoted
equity
coherence
with  annual
financial
accounts
Lithuania good overall valuation of debt securities are valued
quality debt securities at market value except for
some historical series.
L uxembourg | good overall coverage country descriptior
quality; country provided
insufficient descriptions
coverage reliance  on

direct
data

Source




Member Two years ago, | An effort had to be | After 2 vyears, progress is
State* the data and the | madeon: observed on:
metadata were
of:
Hungary good overall country country description
quality,  though descriptions provided
metadata are reporting major events reported.
insufficient major events
Malta No data have An immediate data are currently reported
been reported tp effort is to Eurostat
Eurostat. necessary to
comply with
the EU
Regulation
Netherlands | good overall coherence coherence  with  non-
quality with non- financial accounts (good
financial except on some back data).
accounts
valuation  of
unquoted
equity
reliance  on
direct source
data
Austria good overall consistency consistency with Q-debt
quality with debt data for periods from
valuation  of 2004Q1 onwards
unquoted
equity
reliance  on
direct source
data
Poland good overall consistency consistency with Q-debt
quality with debt data
valuation  of
unquoted
equity
reliance  on
direct source
data
Portugal good overall consistency consistency  with  non-
quality with non- financial accounts
financial Consistency with quarterly
accounts, and debt has improved over
with debt time
reliance  on Reliance on more direct
direct source source data (for financial
data instruments F.51 and F.7)
Slovenia No data have An immediate data are currently reported




Member

Two years ago,

An effort had to be

After 2 years,

progress is

State* the data and the | madeon: observed on:
metadata were
of:
been reported to effort is to Eurostat
Eurostat. necessary to

comply with
the EU
Regulation.

Slovakia insufficient * consistency of e« consistency o]
overall  quality; consolidation, consolidation, with nonf
major weaknesses with non- financial accounts, witt
for compiling financial annual financial accounts.
transactions are accounts, and « some major events ha
observed with  annual been explained.

financial
accounts

e valuation of
debt securities
and equity

* reporting
major events

Finland good overall e valuation of
quality unquoted

equity

* reliance on
direct source
data

Sweden good overall e coverage » consistency with Q-Deb
quality; e consistency for AF.41 and AF.42
incomplete with non-
coverage financial

accounts, and
with debt
e valuation of
unquoted
equity
United good overall e transmission » Consistency with debt
Kingdom quality procedures
* reporting

major events
* valuation of
unquoted
equity
* consistency
with debt

n

* The data quality for Bulgaria and Romania was assdessed in the first quality report.



2. COMPILATION ARRANGEMENTS

Quarterly financial accounts for general governm@EAGG) are compiled by national
statistical institutes (NSI) in a majority of Memb8tates, and by national central banks
(NCB) in the others. In France, QFAGG are compjtdtly by the Ministry of Finance and
the NCB, and in Cyprus by the Ministry of Finance.

In a number of Member States, working groups ocorimfal working teams, notably made up
of representatives of the NSI, the NCB and the Migi of Finance, deal both with
methodological and source data issues, with the @inmproving consistency between
guarterly non-financial and financial accounts.igetcoordination is found useful in order to
meet and sustain high quality objectives. Eurostatourages the establishment of more
formal and routine working groups in Member States.

3. ACCESSIBILITY AND CLARITY AT NATIONAL AND EUROSTAT LEVELS

Nineteen Member States publish either complete QBAGatasets (Czech Republic,
Germany, the Netherlands, Estonia, Spain, Lithyatiagary, Slovenia, Slovakia, Portugal,
Finland, Sweden, the United Kingdom), or a sub®slgium, Denmark, Italy, Austria,
Romania), or data that broadly align (France). Bu&y Greece, Luxembourg, Malta and
Poland plan to publish QFAGG data soon. Cyprusaniceand Latvia have not yet published
these figures.

Published statistics are usually available on tkb site of the compiling institutions, and are
sometimes accompanied by brief methodological notes<planatory analysis to guide users
(Denmark, Spain, France, Italy, the NetherlandsstAa, Portugal, Finland and the United
Kingdom).

Data for all Member States are published on theo&at web site, as well as EU and euro-
area aggregates. Germany and France have exptesgations for the publication of data
on transactions in F.7 (assets), total net acquisidf financial assets and net financial
transactions for the quarters of the current yEaese data become publishable only when the
four quarters of a year are all available.

Moreover, QFAGG data are published in quarterly Gf&grated tables on the Eurostat web
site (GFS section). These tables present quartestyfinancial accounts for the general
government, quarterly financial accounts, and quirdebt data, in a user-friendly and more
consistent way.

Finally, Eurostat has produced, with the help ef thembers of the Task Force, a Manual on
sources and methods for the compilation of QFAGHEstics, which is available in the GFS
dedicated section of the Eurostat web site.

4. TIMELINESS AND COVERAGE OF DATA TRANSMISSION

Under Regulation 501/2004, the data set requiredhbyRegulation must be delivered to
Eurostat not later than three months after the @nthe quarter to which the data relate.
Examining the quarterly transmissions from June72@0March 2008, most Member States
reported quarterly financial accounts for gene@lggnment without major delays. For the



September and December 2007 data transmissiordl fdember States except Poland were
on time. Poland transmitted data after the legalltiees for three of the four transmissions.
Eurostat and Member States have established ameetfitransmission and checking system
which allows fast processing of the data and retrassion if necessary.

Regarding coverage, Member States are requireclieed quarterly data starting from the
first quarter of 1999 for transactions, and frore fourth quarter of 1998 for stocks. Five
Member States have transmitted data starting I&elgaria, Cyprus, Malta, Romania and
Slovenia. On the other hand, for eight Member StHte transmitted data start earlier: United
Kingdom, Hungary, Spain, Luxembourg, Italy, Swedérgece, and Ireland.

Full coverage in term of instruments and periodsiesv reached by 17 Member States:
Belgium, Czech Republic, Denmark, Germany, Estomialand, Greece, Spain, Italy,
Lithuania, Hungary, the Netherlands, Austria, PdlaRortugal, Finland, and the United
Kingdom. In addition, France and Slovakia have ted full information except for some
counterpart seriedVhen considering the most recent quarters, all Man3tates provided a
full coverage except Latvia (which has not providgdcks of equity), and Luxembourg
(which has not provided information on other pagabiceivables).

In the June 2007 and December 2007 transmissiamsstat published the data around 10
days after the reporting deadline. However, in ®eptember 2007 and March 2008
transmissions, data were published slightly lateonder to check their consistency with the
data reported in the context of the excessive dgfiocedure (EDP) and other ESA 95 annual
tables.

5. COHERENCE
5.1. Coherence between Quarterly and Annual Data

Article 2 of Regulation 501/2004 states that quértdata and the corresponding annual data
reported under Regulation (EC) No 2223/96 (i.e.uahnfinancial accounts) must be
consistent. In theory those statistics are idehtarad the data reported should be the same. In
practice, differences in compiling institutionsetimpact of “rebalancing” mechanisms used
for compiling annual financial accounts and diffezes in “vintages” create scope for
discrepancies. Because of these factors, divergemes be observable during the course of
the year. They are expected to disappear (at leasf a year, when both datasets perfectly
align.

The QFAGG data provided in the September 2007 rnessson were cross-checked for
consistency with annual financial accounts (i.6&AB5 Transmission Programme Tables 6
and 7). On 26 October 2007, perfect, or nearly guertonsistency, was achieved for 15
Member States (Belgium, Denmark, Ireland, Spaimpr@y, Lithuania, Hungary, Malta, the
Netherlands, Austria, Portugal, Slovenia, FinlaBdjeden, and the United Kingdom). The
2006 data for Luxembourg were consistent. In mases the differences can be explained by
vintage issues, the annual financial accounts Ilgalieen compiled and transmitted to
Eurostat earlier in 2007.

10



5.2. Coherence between Financial and Non-Financial Accounts

From December 2005 onwards, all Member States badeliver to Eurostat a complete
general government dataset, comprising expenditevenue and deficit on the one hand, and
transactions in financial assets and liabilitiestoa other. The deficit is in theory equal to the
net financial transactions (i.e., the “above theeliis equal to the “below the line”). In
practice, source data issues, compilation diffiealtand institutional arrangements lead to
differences, often called “statistical discrepan{¥ie discrepancy between the non-financial
and the financial accounts). Whilst the discrepaiscygenerally) noticeably lower for the
general government sector than for other sectorghef economy, different statistical
approaches exist currently in Europe: some fisoatplers show the discrepancy to its full
extent, while others reduce or eliminate it durihg statistical compilation process. Eurostat
initiated work in 2005 on this topic in order tosass national practices and to propose best
practice, and this work continues.

When looking at theaverage discrepancy as a share of quarterly GDP (from 1999 Q1 to
2007 Q4) it can observed that 23 Member States db@6 available) recorded an average
discrepancy of between -0.2% and +0.2% of quart&BP. Of these, 14 Member States
exhibited an average discrepancy at around 0% &DP: Czech Republic, Denmark,

Germany, France, Italy, Cyprus, Lithuania, Nethwmi Poland, Portugal, Romania,

Slovenia, Slovakia, and the United Kingdom. By casit, for Greece and Sweden high
average discrepancies can be observed, at 0.6 &% of quarterly GDP respectively.

When concentrating only onecent quarters (2004 Q1 to 2007 Q4), 22 Member States
recorded araverage discrepancy of between -0.2% and +0.2%, including Greece. Rihla
shows a discrepancy of -0.3%. Ireland has a disoi®pof 0.4% Q-GDP while Austria and
Sweden show a discrepancy of -0.6% of Q-&DBiscrepancies are higher when we look at
the most recent quarters for Estonia, Latvia, latina, Austria (disregarding the
reclassification issue mentioned in footnote 3 thscrepancy for Austria decreased),
Romania and Finland.

When looking at thestandard deviations of the discrepancies for the whole period, 18
Members States showed a total standard deviatigiehior equal to 1% of Q-GDP. This
result signals a significant volatility of the dispancies for a significant number of countries.

When concentrating orecent quarters, 11 countries had standard deviation under 1% of
GDP: Czech Republic, Denmark, Germany, Cyprus, uatia, the Netherlands, Poland,
Portugal, Romania, Slovakia, and the United Kingd&wr Lithuania, the Netherlands and
Portugal this would mean that the most importaatigical discrepancies mainly concern
back data. The median of the standard deviatiomsadviember States is 1.5 %.

The analysis of thabsolute discrepancy reveals that 10 Member States had an average of
the absolute discrepancies below or equal to 1%uafterly GDP: Belgium, Czech Republic,
Cyprus, Lithuania, the Netherlands, Poland, Potfugamania, Slovakia, and the United
Kingdom. 12 Member States have shown an averagdsiflute discrepancies between 1%
and 2.5% of quarterly GDP: Bulgaria, Estonia, inelaSpain, France, Italy, Latvia, Hungary,
Malta, Austria, Slovenia, and Finland. Germany abdnmark recorded an absolute

% The case of Austria is explained by some recliassibns done during the last transmission, whiakehnot
been incorporated yet in some data flows. Thississ@xpected to be resolved in future transmission
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discrepancy that is 0% over the whole period. Twener States had an average of absolute
discrepancy exceeding 2.5% of quarterly GDP: SweahehGreece.

When looking at theeasonality of the discrepancy over the whole period (1999 Q1 to 2007
Q4), there is a clear seasonal pattern (the aveisaggove two times of the standard
deviation) for Spain (all quarters). For some otMamber States, seasonality might exist
although it is less marked: Belgium, Bulgaria, QygrHungary, Austria, Slovenia, Sweden,
and the United Kingdom. For the remaining Membexté&¥, there is no noticeable seasonal
pattern. Germany and Denmark have not been inclidéds analysis, as their discrepancies
are set to zero over the whole period.

5.3. Coherence between Stocks and Financial Transactions

Because balance sheets are to be reported at malket the change in stocks in a given

instrument over an accounting period does not riedoke equal to the transactions in that
instrument. Revaluations and other events, suckdassifications, impact on balance sheets
without being recorded as transactions. The mangoof all those events, also called “other

economic flows”, is another crucial quality issoe financial accounts.

Eurostat, with the active support of the Task FamneQFAGG, has introduced systematic
reporting of the major events that underpin lartfeeneconomic flows. A threshold of 0.5%

of annual GDP (or higher for some specific instratsg has been agreed in order to identify
them.

Out of 27 reporting Member States, metadata orel&@ther Economic Flows have been
provided by 26 countries. Large Other Economic Hoare very well documented by a
majority of countries. However, for Greece, Polaadd Sweden, some further efforts are
necessary in this field.

5.4. Coherence of consolidation

All reported data meet the internal consolidatioharence criteria, i.e. consolidating (defined
as non-consolidated values minus consolidated salinansactions and stocks observed on
the asset side are identical to those observeleliability side.

6. COMPARABILITY

6.1. Compar ability over Time

Article 7 of Regulation (EC) No 501/2004 allows katata to be compiled based on “best
estimates”. It should be noted that reclassificetiof units, often perceived as breaks in the
time series, are instead routinely viewed as “odw@nomic flows”.

Most Member States reported no breaks in their tsmges. Ten Member States reported

identified breaks: Czech Republic, Germany, IreJangkxembourg, Latvia, Malta, Austria,
Portugal, Sweden, and Slovakia.
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6.2. Compar ability with MUFA

Eurostat does not verify the consistency of QFAGEdvith the quarterly financial accounts
reported by the Eurosystem National Central Bamkshe European Central Bank in the
context of the ECB Guideline on Monetary Union Fical AccountsMUFA) (which also
includes quarterly financial accounts for governtgom April 2006). Nonetheless, this
consistency is regularly monitored by the ECB antias been documented by way of a
country questionnaire, given that the involvemehndifferent institutions and impact of the
“rebalancing” done to compile a full set of quastdvlUFA create potential for differences.
Due to its timeliness and coverage, QFAGG can bse&ul quality source for the purpose of
compiling MUFA.

A majority of countries declare that the two datasme or will be identical. However, the
comparison of the March/April 2008 transmissione@s that of the 15 euro area Member
States, only 9 reported identical or almost idextitata.

6.3. Compar ability with Gover nment Debt

Quarterly government debt reported by Member Stiatdsurostat under Council Regulation
(EC) No 1222/2004 must be consistent with repogeernment liabilities in QFAGG, in so
far as the definitions of government and of finahgistruments are the same. They, however,
deviate because the valuation rule differs: govemniiabilities are reported at market value,
whereas government debt is reported at nominalevétuexcludes accrued interest and is
defined, for securities, as the face value).

On the basis of quantitative analysis, governmebt dnd government liabilities were found
consistent for all five categories of instrumemntarained (short- and long-term loans, short-
and long-term securities, and currency and defipsitfourteen countries: Czech Republic,
Germany, Estonia, Greece, Spain, Italy, LuxemboHdrgjgary, Malta, Netherlands, Poland,
Romania, Slovakia, and Finland, whereas most cmsn&xhibit partial consistencies for
different categories.

The instrument with the less positive performareé\iF.331 (Securities other than shares,
excluding financial derivatives — Short term). dtalso worth noting that countries do not
always follow the recommended best practices imrding instruments such as AF.41 and
AF.42 (Loans- short and long term). For these umsémts, Q-debt and QFAGG should not be
identical, since it is recommended that accrueérést should be recorded under the
instrument. This should lead to a difference betwearket and nominal value, i.e., between
QFAGG and Q-debt value. However, the data on thevesbmentioned instruments are
identical for some countries.

6.4. Compar ability with EDP data
Eurostat systematically compares the consistenagnatialized QFAGG data with the data

reported under table 3 of the notifications prodide the context of the Excessive Deficit
Procedure (EDP), for general government as wdlhrasub-sectors.

* Coins are often liabilities of central governmemtd government can accept deposits, in somensi@nices
included in monetary aggregates.
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The consistency check was based on the differeptb@elen EDP tables and QFAGG for
general government net financial transactions (B.BFmillions of national currency and in
% of GDP, as well as the difference for generalegoment net acquisition of financial assets
as a % of GDP.

The consistency was reported as follows in the nepm the Economic and Financial
Committee describing the results of the last EDRifination exercise: "the level of
consistency of the EDP notifications with quartdihancial accounts for general government
was broadly satisfactory, with room for improvemddata perfectly aligned or nearly aligned
for totals and breakdowns for Belgium, France, lmkeurg (although payables/receivables
were not reported), Austria (apart from the impzfdhe 2004 debt write-off reclassification),
Slovakia, and for the Czech Republic, Greece, Spiaty, Latvia, Lithuania, Hungary,
Malta, the Netherlands, Portugal, Romania, Finlaam the United Kingdom. Deviations
were substantial for Bulgaria, Slovenia and Swedess so for Estonia (due to EDP
reclassifications), Ireland, Cyprus and Poland, ixede limited or punctual for Germany and
Denmark."

7. ACCURACY AND RELIABILITY
7.1. Coverage of Data Sour ces

Regarding the use of data sources, Article 2 ofuRdign (EC) No 501/2004 states that " (...)
quarterly data must be based on information diyeatlailable within general government
(...)", such as from public accounts or administtsources. Flexibility is granted for the
compilation of equity positions, except for quosdthres and mutual fund components.

7.2. Internal Consistency and Plausibility Checks, and Major Events Monitoring

Most Member States conduct consistency as well lassiility checks as part of their
compilation routines. Consistency checks are maitle BDP Table 3, with annual financial
accounts, or on consolidation. Plausibility cheeks made on the discrepancy, the growth
rates of stocks, or other economic flows.

Member States monitor and report to Eurostat m&jents that underpin large transactions or
large other economic flows (for other economic #osee § 5.3.). Most of the Member States
monitor their large transactions. The informatisstill missing for Cyprus.

7.3. Methodologies and Assumptions Used in the Estimation of Statistics

Article 2 of Regulation 501/2004 explicitly allovise use of interpolation and extrapolation
techniques for some specific instruments. Whilaimiper of Member States do not use such
techniques (Cyprus, Greece, Latvia, Austria, Sl@jesnd the United Kingdom), many others

use them occasionally in order to estimate equdsitipns, other receivables/payables, or
information available only on an annual basis sasoimetimes the case for local government.

7.4. ESA 95 Conceptual Adjustments

Conceptual adjustments are to be made in ordering lquarterly data in line with ESA 95
concepts. These adjustments are similar to thoske maannual accounts.
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Categorisation

Most Members States (except Cyprus, the Czech Repwrance and Slovakia) report
source data to broadly align on ESA 95 categodeatf instruments, with no need for
adjustments. For France, the maturity of short-teecurities instruments noticeably exceeds
one year.

Valuation

Under ESA 95, the balance sheet must be valuedaakemvalue, for equity and other
securities. Member States apply a market valudbortong-term securities liabilities, except
in Belgium, the Czech Republic (improving), Cypraed Latvia. Many Member States value
short-term liabilities at face value; this is alsacorrect although with more limited
guantitative consequences (Belgium, Bulgaria, theecB@ Republic (improving), Estonia
(improving), Cyprus, Latvia, Lithuania (improvingglovakia (improving) and the United
Kingdom).

Member States must value equity at its market vatusguivalent, using proxies for unquoted
shares. Ireland values unquoted equity as netsaasetarket value, and Hungary at adjusted
book value. The Czech Republic, Cyprus, EstoniaeCGe, Italy, Latvia, Luxembourg, Malta,
the Netherlands, Austria, Poland, Portugal (forteérgovernment), Romania, Sweden, and
the United Kingdom value unquoted equity as neetasat book value, and Slovakia at
acquisition value, which is not best practice.

Time of Recording

ESA 95 prescribes recording transactions on anuatdrasis, and recording the difference
with cash payments in other accounts payable ivalke. ESA 95 best practice is to record
accrued interest on the underlying instrument; thigalso a requirement in the Manual on
Government Deficit and Debt. However, only a mitorof countries, Czech Republic,
Greece, France, ltaly, Luxembourg, Hungary, AustAaland, Slovenia, Finland, Sweden,
and the United Kingdom, follow these recommendatitmm all liabilities, the majority opting
to record accrued interest under payables for stebeinstruments.

7.5. Datarevisions

Member States report metadata on large revisiolaitostat, and their causes. The extent of
revisions is an essential element of quality assess from the perspective of both users and
compilers.

Looking at the past 16 transmissions, it can beoes! that the median proportion of revised
observations (all transmissions, all quarters, @hMember States) amounted to 48% for the
net lending/net borrowing. At the level of the mishents this proportion fell noticeably. For
the net lending/net borrowing, the median propartd large revisions (more than 1 % of Q-
GDP) amounted to 8%. The median of the averageicvin percentage of Q-GDP across
Member States for all available transmissions ds&lto zero but the median of average of
absolute revision amounts to 0.22% of Q-GDP.

There is significant diversity across countriesarms of frequency of revisions, as well as in
size. Some countries such as Belgium, Bulgariam@sy, Ireland, Spain, France, Italy,
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Malta, Portugal and Romania seems to revise moseestically their data, while other
Member States, such as Latvia, Lithuania, NethddaAustria, Slovenia, Slovakia, Finland,
and Sweden revise their data less frequently. Bialg&kstonia, Italy and Slovakia are those
Member States showing the highest average of aiesoéwision in % of Q-GDP for net

lending/net borrowing. There were rather numeraugd revisions for Bulgaria, the Czech
Republic, Estonia, Greece, Italy, Cyprus, MaltaJaRd, Romania and Slovakia. On the
contrary, only very few or no revisions above 1%BGDP could be observed for Germany,
Belgium, Spain, Lithuania, Hungary, Austria, FirdarSBweden and the United Kingdom.
Eurostat plans to further document these natioewision practices with the help of the
members of the Task Force.

The instrument F7 (other accounts receivable/p&yabksets and liabilities, is the one most
frequently revised, and also where the size ofrévésions is higher. Finally, the March and
September transmissions seem to be more revisadtbae of June and December, in order
to incorporate annual data.

Owing to the limited number of available transnmossi for some countries, these revision
analyses need to be interpreted with caution.ptésnature to draw strong conclusions.

8. COMPLIANCE WITH REGULATIONS

In term of timeliness, and as mentioned above, Regulation is generally respected by
almost all Member States, which means that datdransmitted before the deadline of t+3
months after the end of the reference quarter. Mewéooking at the past five transmissions,
Poland transmitted data later in four cases, agldrid in two.

For the majority of countries, data provided codettee legally required 1998 Q4 to 2007 Q4
period. However, five Member States do not compityhihe Regulation: Bulgaria, Cyprus,
Malta, Romania and Slovenia. They will be contadtgdEurostat on a bilateral basis in order
to put in place compliance working plans.

Looking at the instrument coverage, five Membetedtao not provide series within the legal
obligations. For France and Slovakia the missing series caonoeunterpart information. For

Sweden, they relate to back data (before 2001)eMarrying, for Latvia and Luxembourg

missing series concern recent quarters, and thevepts the compilation of some
totals/aggregates.

9. CONCLUSIONS AND RECOMMENDATIONS

Data for all countries are of appropriate qualiigeful for analytical purposes, and suitable
for meaningful euro area and EU aggregate comgiiafihey are accordingly disseminated.

While the overall quality of the data has signifidtg improved since the first quality report
was produced, and compilers and users have becareefamiliar with this data flow, some
Member States must nevertheless implement somefispeeasures, as described in this
report, to further improve the quality of the rejeor data. In some cases, improvement could
be achieved by complying with the Community obligatto report the specified time series
to Eurostat.

® The term “within the legal obligation” denotes &rseries that are mandatory according to the Régul¢EC)
501/2004, with adaptation for country specificities
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The publication of QFAGG has been promoted throinghquarterly GFS integrated tables,
which show quarterly non-financial accounts, quérténancial accounts and quarterly debt
data on the same page for each country. Some todicsuch as the quarter-to-quarter growth
rate in percentage of GDP are also calculated.

Some specific assessments and recommendations mp&eState are set out in the table
below.

Member An effort should be made on:

State

Belgium « valuation of debt securities

Bulgaria » provision of whole time series (compliance with EU
legislation)

» coherence with quarterly non-financial accounts,
with annual financial accounts
« valuation of short-term debt securities

Czech e coherence with annual financial accounts
Republic « reporting major events on back data
» valuation of debt securities and unquoted equity

Denmark » consistency with quarterly debt for AF.42

Estonia » coherence with annual financial accounts, and with
non-financial accounts

» valuation of debt securities and unquoted equity

* reliance on direct source data

Ireland » consistency with non-financial accounts, and with
debt
* reporting major events consistently
Greece » coherence with non-financial accounts
Spain e coherence with non-financial accounts
France » enforcing a proper maturity criterion
» coherence with non-financial accounts
Italy » valuation of unquoted equity
» reliance on direct source data
Cyprus » coverage (compliance with the EU legislation)

* country description
» valuation of debt securities and of unquoted equit

<

Latvia * coverage (compliance with the EU legislation)
» valuation of debt securities and of unquoted equit
» coherence with annual financial accounts

<

Lithuania » valuation of debt securities on historical series
L uxembourg » coverage (compliance with EU legislation)
» reliance on direct source data
Hungary * coherence with non-financial accounts
Malta » provision of whole time series (compliance with EU
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legislation)
valuation of unquoted equity

Netherlands .

valuation of unquoted equity
reliance on direct source data

Austria .

consistency with debt
valuation of unquoted equity
reliance on direct source data

Poland .

timeliness (compliance with EU legislation)
valuation of unquoted equity
reliance on direct source data

Portugal .

consistency with non-financial accounts on histdr
data, and with long-term debt
reliance on more direct source data

c

Romania .

provision of whole time series (compliance with £
legislation)

U

Slovenia .

provision of whole time series (compliance with £
legislation)
consistency with quarterly debt

U

Slovakia .

valuation of stocks in debt securities and equity
reporting major events

Finland .

valuation of unquoted equity
reliance on direct source data

Sweden .

coverage
consistency with non-financial accounts, and V
debt for AF.2

vith

United .
Kingdom .

transmission procedures
reporting major events
valuation of short-term debt securities and unagul

Dte

equity

Persons to contact:

Sylvie VILLAUME, Eduardo BARREGIZAPELOT
Eurostat — Unit C5 Validation of Public Accounts
Tf + 352 4301 35402
Sylvie.villaume@ec.europa.eu

Eduardo.barredo-capelot@ec.europa.eu
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