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Executive Summary

A regular EDP dialogue visit to Poland took place&7 July 2009 in order to review the
implementation of ESA95 methodology and to asshat provisions of the ESA95 Eurostat
Manual on Government Deficit and Debt and Eurodéatisions are duly implemented in the
Polish EDP and Government Finance Statistics (G&&pn. The recording of specific
government transactions in the Polish national act and EDP notification was also
discussed during the visit.

First, in the context of the institutional arrangarts and division of responsibilities for the

compilation and reporting of data under the EDP &RA95 Transmission Programme,

significant changes in 2008 deficit data betweaendbktimate (December 2008) and the first
EDP reporting (April 2009) were discussed. Eurostaed that an additional co-ordination

between the institutions involved could possiblipteesoiding similar situations in the future.

Next, EDP notification tables and EDP relating duwesaire (April 2009 reporting) were

analysed in detail. It was concluded that the Rdtatistical authorities will verify the current
reporting in EDP tables 2C and 2D of financial sactions not considered in the working
balance (currently shown as nil and not applicab&)d will analyse the possibility of

provision of data about other accounts payabldingl@o taxes and social contributions in the
EDP relating questionnaire.

Concerning the issues of sectoral classificati@eent changes in the composition of the
general government sector (S.13) were discusseadadtconcluded that a reclassification of
local health care institutions outside S.13 will beassessed by the Polish statistical
authorities.

Particular attention was given on a new method gseg by the Polish statistical authorities
for calculation of coefficients for non-collectiblamounts for direct taxes. After the
discussion, it was concluded that the possibilityadime-adjusted cash recording of these
taxes will be assessed by GUS. With respect torabpects of the accrual recording of
transactions, the Polish statistical authoritiel wvidertake further work in order to provide a
split of other accounts receivable and payabldirgldo non-financial transactions, following
the ESA95 categories.

Further, compliance with the rules establishedhi®y MGDD and subject to other Eurostat
guidance was examined, e.g. EU flows, capital tiges, military expenditure and
derivatives. Further work on capital injections Iwidover transactions into a coalmine
company and a shipyard. In view of the inconsisenobserved, the Polish statistical
authorities will revise some aspects of the recaydif derivatives (data on interest, currency
and deposits, and in financial accounts) and mylisquipment expenditure (data on stocks
and/or flows of other accounts receivable and playab

Finally, the accounting treatment of Public-Priva@artnerships (PPP) and concessions
contracts was discussed, used currently in Polahdfor the motorway projects. In view of a
growing number of such arrangements, the Polishisstal authorities will assure their
regular assessment in the context of national adsoand EDP recording, and report to
Eurostat on the results of their analysis of thtbvidlual projects.



Final findings

I ntroduction

In accordance with the article 11(1) of the Coualgulation (EC) No 479/2009 as regards
the quality of statistical data in the context bk tExcessive Deficit Procedure, Eurostat
carried out an EDP dialogue visit to Poland on &4l 2009.

The delegation of Eurostat was headed by Mr. Luseol, Head of Unit C-3 Public Finance
at Eurostat. The Directorate General for Economit inancial Affairs (DG ECFIN) and the
European Central Bank (ECB) also participated i@ theeting as observers. The Polish
authorities included representatives of the NatioBtatistical Institute (Gtowny Ued
Statystyczny — GUS), the Ministry of Finance (Mieistwo Finanséw — MoF), the National
Central Bank (Narodowy Bank Polski — NBP), as vasl| for the specific items of the agenda,
by representatives of various government deparsnent

In relation to the procedural arrangements, Eutastealled the procedure, in accordance
with article 13 of Regulation No 479/2009, indicafithat theMain conclusions and action
points would be sent within days to the Polish statisti@athorities, who may provide
comments. Within weeks, therovisional findings would be sent to the Polish statistical
authorities in draft form for their review. AftedmstmentsFinal findings will be sent to the
Economic and Financial Committee (EFC) and pubtishre the website of Eurostat.

Eurostat appreciated that all conclusions and agimnts from the previous EDP dialogue
visit held in 2007 have been in the meantime swfolg implemented by the Polish
statistical authorities.

1. Review of statistical capacity issues

1.1. Institutional responsibilities for the reporting of data under the ESA95, EDP
and other government statistics

Introduction

In Poland, government finance statistics issuesaneg regularly discussed in the meetings
of the General Government Statistics Working Gré@sSWG) that involves GUS, MoF
and NBP. The annual reports of the activities aesgnted to the management of these three
institutions.

Discussion

Eurostat enquired about the range of issues diedussthe GGSWG meetings and whether
any periodic work plans are prepared in advance.

The Polish statistical authorities indicated th&$WG meetings cover both methodological
and compilation issues relating to elaboration @PEand GFS data. An annual work

programme for the working group is set up, but mngstoften cover also some issues arising
from the ad-hoc needs.



Further, the significant changes to the 2008 defiata between the latest forecast from the
MoF (December 2008 Convergence Programme) andrteEDP reporting by GUS (April
2009 notification) were discussed. In this context,the basis of the ESA95 TP table 25
quarterly data, Eurostat enquired about the reafmna significant increase of gross fixed
capital formation (P.51) expenditure in the fourinarter of 2008, accounting for more than
half of the annual total amount.

GUS replied that as a rule, the biggest amountgavernment expenditure on P.51 are
usually to be recorded each year in the last guatgnificant deliveries of F-16 aircrafts also
took place at the end of the year, for which a exron of other accounts payable was
introduced by GUS in the April 2009 EDP notificatjoin order to comply with national
accounts rules concerning the military expendit@eording on the basis of the deliveries’
value. Concerning the changes of deficit for local goweent sub-sector, the Polish
authorities indicated some difficulties with thedoasting of EDP data for this sub-sector due
to the very big number of units.

Findings and conclusions

Eurostat appreciated that issues concerning EDP Girf are discussed among all the
institutions involved within a formally organisedvking group, with written documentation
resulting from these meetings.

Eurostat congratulated all the institutions pgpéting in the compilation of the EDP and GFS
data for the consistency between relevant dataséisved in the April 2009 notification.

Whereas Eurostat acknowledged that Poland was bmaany Member State for which
significant changes to the 2008 deficit data oclitvetween the latest forecast and the first
EDP notification in April 2009, it was noted thdtet size of the Polish revision might
nevertheless indicate some scope for further imgrmnts with respect to the tasks of the
preparation of forecasts of government data orceB&95 basis.

Action point 1:By end-August 2009, GUS will provide to Eurosta¢ tannual report of the
GGSWG activities for the year 2008.

1.2. Sour ce data characteristicsand revision policy
1.2.1. Changesin data sourcesin EDP tables 3A-E in the April 2009 notification
Introduction
For the EDP naotification of April 2009, some newuste data were used for compilation of

EDP tables 3A-E, which improved consolidation oégt tables and removed anomalous
consolidating amounts for statistical discrepanoleserved in the previous notifications.

Discussion
Eurostat enquired about the characteristics ofnte data sources used by GUS. It was

explained that after analysis, GUS identified addaél budgetary entities' sources of
information, in particular for inter-sectoral flows

! Eurostat decision of 9 March 2006 available fréwa Eurostat website at:
http://epp.eurostat.ec.europa.eu/portal/page/ggoedrnment finance statistics/methodology/decsifor G
ES




Findings and conclusions

Eurostat welcomed the revisions of EDP tables 3Ardertaken in the April 2009 EDP
notification by GUS, noting improved consistencyd aronsolidation, but indicated that a
more comprehensive description of the new datacesury GUS would be welcomed.

Action point 2:GUS will send to Eurostat a report describing riata sources used for the
compilation of financial accounts data in EDP tal8esince the April 2009 EDP notification,
allowing for better consolidation. This report wallso include an assessment by GUS on the
reliability of the new data sources in comparisontlie ones previously used. The EDP
Inventory will be also updated by GUS in this comteDeadline for completion: end-
September 2009.

2. EDPreporting

2.1. Examination of the EDP tables: April 2009 notification

Introduction

Some issues relating to the data reported in the Bpril 2009 notification were analysed:
other accounts receivable in EDP table 2D, otheowuts receivable and payable relating to
taxes and social contribution in the EDP relatingesfionnaire, as well as financial
transactions considered in the working balanceD® Eables 2C and 2D.

Discussion

Concerning EDP table 2D, taking into account tiat working balance is compiled on an
accrual basis, Eurostat enquired about the natutleeonegative amounts reported under the
item "other accounts receivable”.

GUS explained that these amounts relate to theetlations of social contributions on the
basis of the non-collection coefficient. Eurostated that these amounts seem thus to have
the nature of receivables' cancellations (capiahdfer) and would preferably need to be
shown under the "other adjustments” line of EDHetd®A, together with an appropriate
labelling.

As far as the reporting of other accounts recewald payable relating to taxes and social
contributions in table | of the EDP relating questiaire is concerned, Eurostat noted that the
part of this table concerning data on payables dwagar been reported empty. After the

discussion, it was agreed that GUS will inform Etiadb on whether the amounts currently

reported as receivables are net of payables, aadsgecific reporting of data for payables

would be feasible.

Eurostat also enquired about the current reporin&DP tables 2C and 2D of financial
transactions considered in the working balanceespectively, nil and not applicable.

GUS explained that e.g. zeros reported for the lequities” for local government (table 2C)
result from the analysis of capital injections this sub-sector and revisions undertaken in
April 2009 notification.



Eurostat took note of this explanation and thant&sS for this revision, but enquired also
about transactions in other instruments, partitplahether there were cases in Poland of
loans incurred by the local government units tlatld be currently recorded as revenue in
the cash-based working balance of EDP table 2C f@anethich a corresponding adjustment
would need to be introduced. It was stated by GhdSa more comprehensive analysis would
need to be undertaken in order to verify the reogrdf financial transactions considered in
the working balance, for both EDP tables 2C and 2D.

Findings and conclusions

Action point 3: Starting from the October 2009 EDP notificationJ% will report the
cancellations of social security contributions tesg from the application of the non-
collection coefficient (i.e. amounts deemed asatiffely not collected) in a dedicated "other
adjustments” line in EDP table 2D, instead of therent reporting of negative amounts in
"other accounts receivable”.

Action point 4:GUS will verify whether the amounts of other aaatsureceivable relating to
taxes and social contributions currently reportedable | of the EDP relating questionnaire
are on a net basis, as there are no data reportethier accounts payable. Also, starting from
the October 2009 EDP notification, the possibibfysplitting of other accounts payable will
be investigated by GUS.

Action point 5:Concerning EDP tables 2C and 2D, GUS will vertig turrent reporting of
financial transactions considered in the workindabee as, respectively, nil and not
applicable, and, if appropriate, revise these safiethe October 2009 EDP natification.

2.1.1. Revisionsin data on interest

Introduction

In comparison to October 2008, the April 2009 ED#tifitration showed significant
downward revisions of data on accrual interesttler years 2006 and 2007, respectively by
approx -0.1% and -0.3% of GDP.

Discussion

Eurostat requested GUS to provide further explanatconcerning these revisions.

The Polish statistical authorities informed tha thain reasons for the revisions related to the
improvements in compilation of accrual adjustmeot interest for a particular type of

government bonds issued on the domestic market.

GUS also confirmed that the source data availabla the Debt Management Agency of the
Treasury enable full consolidation of governmeriitde

Findings and conclusions

Eurostat took note of these explanations.



3. Methodological issues and recording of specific gover nment transactions

3.1. Delimitation of general government sector in national accounts. application of
market / non-market rule

3.1.1. Changesin sectorisation sincethelast regular EDP visit in July 2007

Introduction

In Poland, the sectorisation of units is discussedhe meetings of the working group
GGSWG. In 2008, the following changes to the conimrs of S.13 were introduced by
GUS: two entities were classified inside S.13, itee Polish Film Institute (PISF) and the
Polish Institute of International Affairs (PISM)ne entity has been removed from S.13 due to
liquidation, i.e. the State Veteran Fund (PFK); sdmealth care institutions were reclassified
outside S.13.

Discussion

Eurostat appreciated the information received fr&@WS about the changes in the
composition of S.13 since the previous EDP dialogisg in 2007 and enquired more in
detail about the GUS sources of information on nmits, as well as whether any regular
follow-up of the sectorisation of the existing @ng done by GUS.

It was explained by the Polish statistical authesithat the information on new units created
by government comes mainly from the MoF. GUS atdormed Eurostat that the national
accounts sectoral classification of certain pubhds is being regularly verified, in particular:
those that are recipients of significant amountgafernment subventions, the types of units
discussed in the meetings of the Financial Accovdtsking Group (FAWG), as well as
some public corporations, e.g. railways. It wastestathat national accounts rules on
sectorisation which relate to the analysis of miaskées to costs are followed by GUS.

Further, a reclassification of some health cargtuions in 2008 outside S.13 was discussed.
GUS explained that following the restructuring ofree, mainly local, health care institutions
and a change of their legal status into companieese have not been any more subject to
budgetary reporting requirements of the MinistryHdalth. Such health care institutions,
mostly hospitals, prepare now reports based on egial accounting rules. According to
the information available at GUS, some of them Haeen in the meantime privatised and a
degree of local government participation in theitedof these health care institutions varies
greatly. Taking into account a change of their lesgatus and/or of ownership, as well as new
type of reporting, GUS provisionally reclassifiaath health care institutions outside S.13. It
was stressed by the Polish statistical authoritie,a more profound analysis would need to
be undertaken in order to confirm the reclassiicat

Turning to the subject of classification of the jpellp owned railway companies (of the PKP
group), discussed also in the previous EDP dialogsi¢ in 2007, Eurostat asked about the
current approach of GUS in this respect. GUS rdpliet following the conclusions of the
last dialogue visit, the sectorisation of each loé eleven railway companies has been
analysed individually, and not any more the on¢hef PKP holding. The application of the
50% rule and the results of the analysis of GUSficord the classification of all eleven
companies in the sector of non-financial corporeti¢S.11). Taking into account that since a
few years a regional transport company PKP PR bas beceiving significant government



payments, GUS is monitoring national accounts sisettion of this company each year. In
this context, GUS confirmed that, following MGDDoprsions, those government payments
that are not linked to products but to productioe aentifiable and excluded from the
calculation of sale volumes.

Findings and conclusions

Eurostat took note of the approach of GUS for sattolassification of units in national
accounts.

Concerning the national accounts classification hefalth care institutions subject to
restructuring, Eurostat recalled that all decisioreed to be undertaken by statisticians
following the national accounts rules, and notlom basis of entities' legal form, ownership or
the degree of data sources' availability. In additifor the particular case of hospitals, the
ESA95 Manual on government deficit and debt (MGBPgcifies that for the purpose of the
application of the 50% rule, only those revenued thsult from a system of pricing applied
to both public and private hospitals can be trea®dales. Summing up, Eurostat felt that a
comprehensive national accounts analysis of thpitads subject to restructuring would need
to be undertaken by GUS in order to determine pedgitheir sector classification.

Action point 6: GUS will report to Eurostat about the reasonstli@ reclassification since
2008 of, mainly, local health care institutionsdé S.13. This decision seems at present to
depend on the change of available data sources tlierMinistry of Health. In this context,
the EDP Inventory will be also updated by GUS tflest the recent changes of the
composition of the general government sector inail Deadline for completion: end-
December 2009.

Concerning the sector classification of the railw@mpanies, Eurostat took note of the
explanations by the Polish statistical authoritiesfirmed the correctness of the approach
and requested the provision by GUS of the naticaadounts analysis for all eleven

corporations.

Action point 7:GUS will provide an analysis on whether all elevaiiway companies fulfil
the ESA95 rule that at least 50% of costs are @by sales and consequently are to be
classified outside S.13. In the context of thislgsia, GUS will check in particular which
revenue categories of these companies, if any,aldvave the nature of sales according to
ESA95 and should be excluded when assessing mArkeh-market rule. Deadline for
completion: end-December 2009.

3.2. Implementation of accrual principle

3.2.1. Accrual tax revenue: proposal for changesin the calculation of coefficients
for the non-collectible amounts of direct taxes (follow-up)

Introduction

Since December 2008, correspondence has been gechbatween Eurostat and GUS about
a proposal of the Polish statistical authoritiasd@hange in the calculation of coefficients for



the non-collectible amounts of direct taXeise.: personal income tax (PIT) and corporate
income tax (CIT). The need for new coefficientsufessfrom the accumulating amounts of
other accounts receivable relating to these taeserved since a few years.

Discussion

Eurostat noted the importance of the issue forctleulation of government revenue, thus
also for the net lending / net borrowing. It wasaléed, that the calculation of the coefficients
for the non-collectible amounts of taxes in theeasment and declaration method foreseen in
Regulation (EC) 2516/2000 should be based on thg-erm historical time series. It was
noted that the coefficients proposed by GUS areutatied on the basis of the data of a
relatively limited number of years, i.e. 2001-2007.

GUS replied that for the proposed method of the oeefficients' calculation, some new data
sources would be used that are available onlyirsggitom the year 2001.

Concerning the components of the calculations oéffments presented in the GUS
correspondence prior to the dialogue visit, Eutostated that the amounts of yearly cash
execution need to include only flows relative tgiaen calendar year. The cashed amounts
relating to the economic activity of the previowesys, e.g. late payments, should be moved to
the year to which they relate.

It was also confirmed that the administrative ageanents in place in Poland require monthly

payments of PIT and CIT advances by the taxpayérs.amounts of the final tax settlements

due for a given year, including also amounts aéfeland reimbursements, are calculated and
paid by the taxpayers until April of the followiygar. These amounts are currently recorded
by GUS on a cash basis.

Eurostat also enquired about the availability afrse data and GUS confirmed that for the
purposes of the time-adjusted cash method, souvoetd be available starting from 2001
monthly, but for the earlier years the availabilitguld need to be verified.

Further, data on other accounts receivable andbpayar taxes and social contributions
reported in table | of the EDP relating questiommavere discussed. In particular, Eurostat
asked for explanations about the nature and redsores high and relatively stable level of
stocks of receivables relating to taxes, and whethese receivables are expected to be
received in the future.

GUS replied that the amounts reported in the EDEstpnnaire are those of ESA95 table 9,
but in order to answer the Eurostat questions xlaetenature of these receivables would need
to be analysed more in detail in the coming moaftey the EDP dialogue visit.

Findings and conclusions

Concerning the recording of direct taxes, taking iaccount information and explanations
provided by the Polish statistical authorities, &aat considered that the system of monthly

2 Following the procedure d®egulation (EC) 2516/2000 of the European Parliament and of the Council
modifying the common principles of the European system of national and regional accounts in the Community
(ESA) 95 as concerns taxes and social contributions and amending Council Regulation (EC) No 2223/96; OJ L
290/1, 7.11.2000.



PIT and CIT payments in Poland would indicate #tnanhe-month time-adjusted cash method
could be applied for the recording of revenue frii@se taxes in national accounts. In case
the time-adjusted cash method is implemented, Eatrosdicated a need for the revisions of

the whole time series, as well as for the monitphy GUS if any future amendments of the

administrative arrangements for PIT and CIT paymdatlvances, repayments, etc.) would
require any changes to the period of time adjustmen

Action point 8:Eurostat invites GUS to reflect, enough in advapetmre the October 2009
EDP notification, on the appropriateness of thes@mé method applied for the recording of
the revenue from direct taxes PIT and CIT, basedassessments and declarations with
coefficients for non-collectible amounts. Takingoimccount the administrative arrangements
in place for payments of these taxes, GUS will ys@alwhether a time-adjusted method with a
one-month delay for PIT and CIT would not be a mappropriate method. Deadline for
completion: October 2009 EDP notification.

Action point 9: With respect to the significant amounts reportedhe table | of the EDP
relating questionnaire for stocks of other accouetsivable relating to taxes, GUS will
examine and analyse the nature of these stocksjnapdrticular what proportion of them
would be possibly received in the future and if sooh them should not have been possibly
cancelled already. Deadline for completion: endddeloer 20009.

3.2.2. Other accounts receivable and payable: link to ESA95 transaction
categories

Introduction

The labelling currently used by GUS in the additibaxplanatory tables sent together with
the EDP clarification requests is not fully comprekible for some of the other accounts
receivable and payable categories relating to nmamtial transactions reported in EDP table
3A.

Discussion

It was explained by GUS that since April 2009 sopnegress has been made to provide
labelling for other accounts receivable and payaébllewing ESA95 transaction categories,
as requested by Eurostat. In particular, budgetiaysification paragraphs classified to the
corresponding ESA95 transactions were analyzedbliegasome improvements in the
reporting of breakdowns of other accounts recewalnld payable to be implemented already
for the October 2009 EDP notification.

Findings and conclusions

Eurostat took note of the explanations and encadr&US to provide improved information
on the other accounts receivable and payable in Efife 3A for the forthcoming
notification, noting that for some individual iteroéreceivables and payable the amounts are
rather significant (approx. 0.4% of GDP on average)

Action point 10:From the October 2009 EDP notification onwards,SGhill improve the
reporting in the tables 4.1.1 and 4.1.2 of the artoghe request for clarification for the other
accounts receivable and payable relating to namfiral transactions, by splitting the
amounts according to the ESA95 transaction categori

10



3.2.3. EU flows

(i) Recording of the amounts received within th@&wgen Facility
Introduction

According to the information received during therih2009 EDP notification, no other
accounts receivable and/or payable have been inteatlyet in EDP tables for the amounts of
the EU flows received by Poland within the Schenigadaility.

Discussion

Eurostat asked for a confirmation of the recordiighese amounts in EDP tables. It was
recalled that according to the Eurostat decisiofEbnflows’, in the case of prepayments by
the Commission to Member States at the beginnirg roflti-year programme, which is also
the case for the Schengen Facility, these initeynpents are to be treated as financial
advances.

GUS informed that the amounts received by Polaonh fihe EU budget as Schengen Facility
were recorded as government revenue when they veemived over 2004-2006, and as
expenditure — when they were spent until 2008. Agiog to the Polish statistical authorities,
budgetary data sources available do not enablendentify in a precise manner the
expenditure undertaken in past years by governomng the Schengen Facility funds.

Findings and conclusions

Eurostat concluded that the current recording bys@ldes not ensure neutralising the impact
on the government deficit due to the time of recaydof the Schengen Facility funds.

However, taking into account unavailability of madetailed data sources and negligible
impact on government deficit in individual yeanswias agreed that there is no need for the
revision of the recording by GUS. Otherwise, thareuld be a concrete risk of double

counting of government expenditure relating to 8ehengen Facility funds received by

Poland.

(i) Non availability of other accounts receivableayable stocks data (AF.7)
Introduction

In the EDP relating questionnaire, GUS has beeortieyy so far data on stocks of other
accounts receivable / payable relating to the BWdlas not available.

Discussion

Eurostat enquired about the difficulties that GWS been encountering in the compilation of
these stocks data.

The Polish statistical authorities explained thatrse data on stocks of other accounts
receivable and payable relating to the EU flows tlog years 2000-2003 are not directly
available mainly due to different and incompreheagiudgetary nomenclature used before

% Eurostat decision of 15 February 2005 availalenfthe Eurostat website at:
http://epp.eurostat.ec.europa.eu/portal/page/ggoedrnment finance statistics/methodology/decsifor G
FS
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the year 2004. GUS also informed that some backeaallations of stocks were undertaken
on the basis of the available data on flows, bstilte were judged to be unreliable.

Findings and conclusions

Eurostat indicated that the reporting of stocksotifer accounts receivable and payable
relating to EU flows was important for cross-checkpurposes with data on flows, but also
as an indicator in itself. It was recommended toS30 reconstitute stocks either (i) from the
historical source data which were available (efandomplete) or (ii) through estimations.
Eventually, calculation of stocks from the dataflows could be also acceptable.

Action point 11:Concerning the unavailability of stocks of othec@unts receivable and
payable in table 1l of the EDP relating question@gdue to no source data for the initial
years 2000-2003), it was agreed that GUS will qoiestthe stocks series according to the
best possible method available. Deadline for imgletation: end-December 2009.

(i) EUR/PLN exchange rate holding gains / losea€U funds
Introduction

On the request of the Polish statistical authajttecording in EDP / national accounts of the
amounts of holding gains / losses from the EU funesulting from the exchange rate
movements were discussed during the meeting.

Discussion

The Polish authorities presented the case, exphpithiat due to the time difference between
(i) the moment of a payment of the EU funds' moteyhe final beneficiary and (ii) the
moment when the EU funds received by Poland in EltdRexchanged by government into
PLN, these two amounts, when expressed in PLN,alaequal. This is valid both for the
funds paid to the farmers within the Common Agtigrdl Policy, pre-financed by the Polish
government and afterwards reimbursed by the EUduas well as for the funds received by
Poland in the context of the EU regional policytthge paid in advance tranches by the
European Commission.

The arrangement for managing the conversion of &t#l$ in place in Poland was further
described, according to which, after the receptibtihe EU money in EUR, they are held on a
dedicated NBP account until the moment when govemndecides to exchange them into
PLN.

Eurostat enquired if this dedicated NBP accountrdenterest. The Polish authorities

confirmed this and explained that according toré#levant EU legislation, such interest can
be used solely for the same purposes as the Els flthdostat stated that the amounts from
the interest earned by government on the EU funaisldvneed to be neutralised in EDP /
national accounts, similarly to other EU funds.

Eurostat was also informed by GUS that a dedichtethetary paragraph exists to identify
the amounts of holding gains / losses on EU flows th exchange rate movements, and that
currently these amounts are recorded in EDP / maltiaccounts as intermediate consumption.
It was explained by GUS that for the past yearsatheunts in question were relatively small,
but due to the evolution of the EUR/PLN exchange na2008 and 2009 they are expected to
be significant for these years.

12



Findings and conclusions

Eurostat took note and thanked the Polish autlesritdr raising this methodological issue,
relevant probably also for some other Member Sta@esmcerning the recording, from the
description provided by GUS during the meeting,dstat felt that as the amounts of holding
gains / losses relate to the EU flows, following ®pirit of the relevant Eurostat decision,
they should have no impact on the government meling / net borrowing and should rather
enter the revaluation accounts.

Action point 12:With respect to the issue of the holding gainskésson EU flows due to

PLN/EUR exchange rate movements, as a matter ofifyrin the coming weeks, GUS will

provide to Eurostat a request for an advice, tagetith a methodological note describing
the issue.

3.3. Recording of specific government transactions
3.3.1. Debt assumptions, debt cancellations and debt write-offs

Introduction

During the April 2009 notification, GUS had inforch&urostat that in 2008 a capital transfer
adjustment of the working balance in EDP table 2& tb debt cancellations included also
marginal amounts of the cancellations by the Famduaranteed Employee Benefits.

Discussion

Eurostat enquired about the character of the claamcelled by this Fund, indicating that
taking into account its name, it might have camteEBome un-collectable receivables and not
loans.

GUS informed that the nature of the claims canddbe the Fund for Guaranteed Employee
Benefits would need to be investigated after thetmg.

Findings and conclusions

Action point 13:GUS will enquire and report by end-September 260€indings to Eurostat
on the nature of claims of the Fund for Guaranteegloyee Benefits that were cancelled in
2008 and are currently shown in the table IV of B relating questionnaire as cancellation
by government of loan claims.

3.3.2. Capital injectionsin public cor porations, dividends and super-dividends
3.3.2.1. Capital injections

Introduction

The recording of various government capital in@asi into public corporations was analysed,
with a focus on the transactions into railway comes, a coalmine company JSW
(Jastrzbska Spétka Whlowa) and shipyard Stocznia Gdynia.

13



Discussion

First, recording of the transactions in the contekithe railway companie$PKP group
companies) restructuring of 2008-2009 was confirmed

GUS described the main lines of the PKP group uesiring operations:

(i) A capital injection recorded in EDP as a capitansfer from government into the
infrastructure company PLK.

(i) A government loan recorded in EDP as a capitaisfer into the holding company
PKP. The loans were in 2008 immediately repaidisyRPKP holding by way of
transferring to the Treasury all the shares ofrdggonal transport company PKP
PR that were owned by the holding PKP. Shares ef RKP PR that were
transferred to the Treasury were subsequently gdarior free to the local
governments.

(iif) A government capital grant into the regiomi@nsport company PKP PR.

Concerning the recording of these transactionsDi? EGUS explained that the government
capital grant to the regional transport company P&Pwas reflected in the working balance
of EDP table 2A. The recording as government experalof the government loan into the

PKP holding company was justified by GUS by thd that the economic value of the shares
transferred by the PKP holding to government was ni

The Polish statistical authorities expressed someerainties concerning the correct

valuation and treatment in EDP / national accoohthe subsequent transfer of the PKP PR
shares from the Treasury to the local governmemtisstated that this transfer has not been
yet reflected in national accounts and EDP.

Findings and conclusions

Eurostat took note of the explanations by GUS coring the national accounts treatment of
government transactions in the context of the mflwompanies restructuring in 2008 and
2009, and in particular confirmed the correctndsthe recording in the working balance of

EDP table 2A of a capital grant to the regionah$f@ort company PKP PR and the recording
as a capital transfer expenditure of a loan gramedPKP holding company due to the lack
of economic value of the shares of PKP PR recdnyeglovernment.

Discussion

Second, a detailed list of the government capitiglctions undertaken in 20@Bat had been
provided by GUS before the dialogue visit was coeisd.

Eurostat enquired about the classification by GUShe transactions into the coalmine
company JSWas "other event".

GUS replied that the operation involved a mergemaf mines with an increase of the share
capital by government, but, in order to confirm EBP recording, the details would need to
be investigated after the dialogue visit.

Further, government transactions relating to_thpysind company Stocznia Gdynigere also
discussed. The capital injections are currentlpmged by GUS in the financial accounts and
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without an impact on the government deficit. Eusbstsked GUS about the justification of
the current treatment in EDP / national accounts.

The Polish authorities explained that in 2008 hie tontext of a privatisation being prepared,
the shipyard received from government a capitadtpn in the form of cash and quoted
shares of few corporations. This capital injectieass granted under the condition of a future
successful privatisation. Following the injectiadhe European Commission (DG COMP)
judged it incompatible with the common market rudesl ordered the shipyard to repay the
full amount of the state aid (capital injection)government.

Eurostat thanked for the information provided anduered whether the privatisation of the
shipyard had already taken place. It was explamethe Polish delegation that the shipyard
would not be privatised, but its assets were pldrinebe sold and the capital injection to be
repaid in full in 2009.

Eurostat recalled the ESA95 rules concerning chipiactions in the context of privatisation
to be undertaken in the short-term to be recordeithancial transactions, but underlined also
the necessity of a symmetrical treatment of theayepent to government of the funds
received by the corporation. In general, Eurostiitthat more comprehensive information,
also on the issue of the sale of the shipyard siss&tuld need to be provided by GUS in
order to confirm the statistical recording of tbmplex case.

Findings and conclusions

Action point 14:It was concluded that GUS will investigate andomépo Eurostat whether an
equity injection was undertaken in 2008 by govemimi@to a coalmine company JSW
(Jastrzbska Spotka Wglowa) in the context of a merger operation. GU$ also propose to

Eurostat an appropriate accounting treatment. Deathr completion: end-September 2009.

Action point 15:GUS will examine in detail the transactions relgtto a complex operation
of an unsuccessful privatisation and a subseqiguitlation of a shipyard company Stocznia
Gdynia, in the context of the public aid judgedtbg European Commission (DG COMP) as
non-conforming with the single market rules. Thalgsis should cover in particular: the
capital injection in cash and quoted shares unklemteby government in 2008 and the
repayment of state aid in 2009. It was also agteat GUS will verify that the shipyard
liquidation proceeds are treated in EDP as findricamsaction. Deadline for completion:
end-December 20009.

3.3.2.2. Dividends

Introduction

At first, Eurostat noted revisions to the data ondg&nds planned to be implemented by GUS
in the October 2009 EDP notification, following tbkrification dialogue during the April
2009 EDP notification, when some inconsistenciesditributions data were noted by
Eurostat.

As the next subject under this agenda point, renssimplemented by GUS in the April 2009

EDP notification to the data of the distributiomsrh the National Central Bank (NBP) were
further discussed and clarified.
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Discussion

Eurostat asked about the reasons for the revismtiee NBP distributions data, and also why
no withdrawals of equity (super-dividends) wereorded by GUS in the April 2009 EDP
notification.

It was explained by GUS that revisions were impletee after the analysis of the recent
relevant methodological documents presented andusBed in the Financial Accounts
Working Group. The GUS source data for the recgydiome from the NBP and include
information on the amount of distribution paid mvgrnment and the level of the profit.

Eurostat drew the attention of the Polish stat$tmuthorities that for the purpose of the
classification of the central banks distribution m@n-financial and financial transaction,
information on the sources of the profit need tddk®n into account. In particular, part of the
profit that results from exceptional transactioesds to be excluded from the total profit.

GUS replied that for the time being, such a dedaileeakdown of the accounting data form
the NBP was not available.

It was advised by Eurostat that GUS and NBP enfahe#r co-operation concerning a
provision by GUS to Eurostat of the data on the NB#ributions of dividends and their
national accounts treatment as dividends and dpersdividends.

Findings and conclusions

As far as the recording of the distribution of dends to government from public
corporations is concerned, Eurostat thanked thishPstatistical authorities for their analysis
of data sources undertaken before this dialogutansl took note of the revisions intended to
be reported in table Va of the EDP relating questére in the October 2009 EDP
notification.

Action point 16:Concerning the distribution of dividends from tiBP to government, GUS
will liaise with the NBP with the aim of acquirirgdditional data sources in the context of
their appropriate recording in EDP, in particular performing a regular super-dividend
testing. Deadline for completion: end-September9200

3.3.2.3. Super-dividends

Introduction

Some aspects of the treatment in EDP of super-@ind (distributions exceeding the profit)
from public corporations were discussed underafjsnda point.

Discussion

Eurostat requested from the Polish statistical@iitbs a description of the approach in place
for the regular analysis of super-dividends.

GUS explained that the amounts of dividends disted by public corporations to
government are checked against the level of theifitpand that so far no cases of super-
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dividends, thus the recording in national accodrE®P of a distribution as a withdrawal of
equity, have been identified.

Eurostat was also informed by GUS that for 2009 esalividend payments to government
with special features are planned. As an examplgS Gnentioned a possible case of a
distribution of profits accumulated in previous ggeand it was indicated by GUS that such
amounts are intended to be treated in EDP as adimatransaction (equity withdrawal).
Eurostat stated that a proposed treatment of destdgase would be correct.

Findings and conclusions

Eurostat took note of the explanation by the Pobsdtistical authorities concerning the
regular analysis of super-dividends that are basetthe information on dividends paid by the
public corporations.

3.3.3. Private Public Partnerships (PPPs) and concessions

Introduction

At first, under this agenda item, on the basishef information provided beforehand by the
Polish statistical authorities, a list of curremtdafuture PPP projects and their national
accounts recording in Poland was reviewed. Furtpaneral rules for the recording in EDP /
national accounts of PPP contracts were considered.

Discussion

Eurostat thanked the Polish authorities for thengparency shown in the sharing of
comprehensive information on all concession and p#fects provided before the dialogue
visit. It was noted, that such types of arrangemevdre implemented or are currently being
planned by government in the area of motorway coogbon and operation, notably for

different stretches of the motorways Al, A2 and A4.

GUS informed Eurostat that for the time being die tconcession and PPP contracts
implemented are recorded outside the general gmesthsector, i.e. off-balance sheet.

On the request of GUS, Eurostat recalled the rdeghe recording in government accounts
of on-balance sheet PPPs, following the ESA95 MapunaGovernment Deficit and Debt
(MGDD): gross fixed capital formation expenditufegovernment would need to be recorded
during the construction phase, preferably followangattern of the phased payments received
by the constructor/operator (private partner) far part of the asset already constructed; with
respect to government debt recording, this woulldfothe same time of recording as capital
formation expenditure. Concerning the availabitigyments from government to the operator
during the operation phase, they should be spiit interest expenditure and redemption of
the loan principal (financial transaction).

It was noted by Eurostat that in the context of Hi2P reporting to Eurostat, in order to

classify such complex projects in national accou@tdS needs to be in possession of all the
necessary and relevant information. It was alsalied, that the EU national statistical
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authorities can request a methodological advicEwbstat in the context of the ex-ante and
ex-post consultations on complex government traimseas.

Findings and conclusions

Eurostat took note of the current recording by GafSall concessions and PPPs outside
general government.

Action point 17:After the reception by GUS of full documentatiam the projects, GUS will
provide to Eurostat its national accounts analysgsgn completed, of the motorway PPP
projects being prepared by government, in partrdia stretches A1 Strykéw-Pyrzowice and
A2 Swiecko-Nowy Tomyl. Envisaged deadline: end-December 2009.

3.3.3.1. A1 motorway project (follow-up)

Introduction

Following the previous exchange of correspondeneevéen GUS and Eurostat and a
technical meeting on the PPP project for the canstn of a second stretch of the Al
motorway Grudzidz-Toruw, the issue was further considered during the El2a®gle visit.

Discussion

Eurostat confirmed that after having received aoldal information on the project a few
weeks before the dialogue visit, the documentati@s considered complete in order for
Eurostat to provide its ex-ante methodological eelvo GUS.

It was also underlined by Eurostat that its adwiceild be also applicable to the currently
operated first stretch of the A1 motorway @GslaeGrudzadz, taking into account that the

same PPP arrangement was implemented as for tbedsstretch, i.e. subject to the ex-ante
consultation.

Findings and conclusions

Following the additional documentation provided the Polish authorities during the
technical meeting, Eurostat will provide very sdonGUS its methodological advice on the
PPP case A1 motorway Gruddz-Torwh stretch. The advice will be also applicable to the
stretch Gdask-Grudzadz of Al already constructed and operated, withsides revisions to
the past data, if applicable.

3.3.4. Derivatives (swaps)

Introduction

Following an exchange of information during theyimes EDP notifications, some aspects of
the recording of off-market swaps contracted by ®aish government were further
discussed.

“ For the administrative rules on the ex-ante adbic&urostat on methodological cases see:
http://epp.eurostat.ec.europa.eu/portal/page/ggoedrnment finance statistics/documents/EUROSTADVA
ISE_19 JULY_ 2006.pdf
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Discussion

Introducing the subject, GUS recalled that over2@02007, the Polish Treasury entered into
off-market swaps of, mostly, short-term maturitylofear. These contracts were expressed in
the national currency and were signed with thegteivbanks, with an initial payment, a so
called lump sum, made by the Treasury to the bbm&ddition, GUS informed Eurostat that
so far there were no cases of early settlemerds/ap agreements (swaps cancellation) and of
swaps with lump sums being received by government.

According to the Eurostat guidance on the recordifgderivatives, the lump sums
exchanged at inception on off-market swaps areeatlyr recorded in the Polish EDP
notification as loans (AF.4), i.e. as a loan assktgovernment against the financial
corporations' sector, thus without an impact onegoment debt.

Eurostat took note of these explanations and eeduitbout some details of the current
recording of off-market swaps in EDP. In particulBurostat asked about the recording of
flows of interest payments relating to swaps. lis ttontext it was noted that the difference
between the data on interest EDP D.41 and D.41rtegbon EDP table 1 do not correspond to
the impact from swaps on the net lending / netdwirg in EDP table 2A, that was
guantified by GUS in the April 2009 EDP notificatio In addition, Eurostat sought
confirmation that the item currency and depositEDP table 3 included cash payments on
the stream of interest from swaps.

GUS replied that they were aware that the currecdnding of interest streams relating to the
off-market swaps might not be completely accurabtel ahat following the Eurostat
observations, the analysis of the recording wo@dibdertaken for the forthcoming October
2009 EDP notification.

It was also noted by Eurostat that no data on davies have been reported by GUS in the
financial accounts (annual and quarterly) on tleetside (item financial derivatives, F.34).
GUS confirmed that no data for off-market swapsehlbgen yet incorporated in the financial
accounts reporting in the item F.34.

Findings and conclusions

Action point 18:From the October 2009 EDP notification onwards,SGWill revise the
recording of off-market swaps, as some inconsisgsnm EDP tables were identified in
currency and deposits, and in data on interest. @ll&lso record derivatives in annual and
guarterly financial accounts (ESA95 table 6 andet&d): the net amounts from the stream of
interest payments on the off-market swaps shouldhmsvn preferably under item financial
derivatives (F.34), as well as be reported undeBAln the balance sheets.

3.3.5. Military equipment expenditures

Introduction

Military expenditure are recorded in Poland on divdey basis, thus Eurostat relevant

® EurostaiGuidance on accounting rules for EDP: Financial derivatives of 13 March 2008 available from the
Eurostat website at:
http://epp.eurostat.ec.europa.eu/portal/page/ggoedrnment_finance statistics/methodology/quidaaceoun

ting_rules
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decision is followell However, due to some inconsistencies betweerkstand flows of
other accounts receivable and payable relatingilitany equipment expenditure, there was a
need for some further clarifications during the tireg

Discussion

Eurostat explained that the April 2009 EDP relatiopgestionnaire table on the military
equipment expenditure contained inconsistent figdioe stocks and flows of other accounts
receivables and payables. At the same time it wesdnthat, on the basis of the deliveries and
cash data, the working balance in EDP table 2A w@sectly adjusted by the value of
deliveries in order to reflect military equipmemipenditure in the net lending / net borrowing
of government, following the Eurostat decision.

GUS explained that they receive military equipmerpenditure data necessary for the
reporting to Eurostat from the Ministry of Defeneed that they would investigate the
inconsistencies before the October 2009 EDP natibo.

Findings and conclusions

Action point 19:As a matter of priority, in view of the numeroumgonsistencies noted in the
table VI of the EDP relating questionnaire in floarsd stocks of other accounts receivable
and payable, and as a consequence also in talildsahd 4.1.2 of the Annex to the request
for clarification, GUS will liaise with the Minisyr of Defence with the aim to provide the
revised and corrected data, including, if thishis tase, in EDP tables 2A, 3A and 3B, for the
October 2009 EDP notification.

3.3.6. Others: planned operations in the context of the current economic crisis
and their accounting consequences

Introduction

Possible implications for the EDP data of the p&thgovernment measures in the context of
the economic crisis were considered.

Discussion

Eurostat thanked for the documentation on the &mesgovernment actions and requested
more information about certain measures plannedetamplemented through the Bank of
Domestic Economy (Bank Gospodarstwa Krajowego — B@Kparticular from what sources
newly available funds would originate. It was expéal by the Polish authorities that the
financial resources of BGK earmarked for the spenmasures in the context of the crisis are
not new resources, but had already existed on@as@ecount of BGK.

Eurostat took note of the explanations and indacabat the scheme, as described, did not
seem to present any accounting issue for EDP.

In addition, Eurostat enquired about the plannedegament transactions in 2009 with a
public bank PKO Bank Polski: a capital injectiordaa dividend payment. GUS replied that

® Eurostat decision of 9 March 2006 available from Eurostat website at:
http://epp.eurostat.ec.europa.eu/portal/page/ggoedrnment finance statistics/methodology/decsifor G
ES
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the details of the individual transactions have yeitbeen established and no amounts could
be indicated at this preliminary stage.

Findings and conclusions

Eurostat took note of the explanations by the Rolaithorities concerning planned
government operations with BGK and PKO Bank Pol6kice details of the operations with
PKO Bank Polski (including notably planned capitgéction and dividend payment) will be
finalised by government, GUS will decide on the rajppiate recording in EDP and inform
Eurostat about the approach taken.

In this context, Eurostat informed the Polish statal authorities, that following the work of
a dedicated task force on the accounting consegseavicthe financial crisis and the CMFB
consultation, a Eurostat decision on the subjedit e issued well in advance before the
October 2009 EDP notificatidn

4. Other issues

4.1. Revised questionnairerelating to EDP tables. compilation issues

Introduction

Some aspects of the provision by GUS of the datherrevised EDP relating questionnaire,
once implemented in future, were discussed duhegreeting.

Discussion

The Polish authorities informed Eurostat about [@mis in the availability of detailed data
sources for certain tables of the proposed new EDRing draft questionnaire, in particular
with respect to the information requested on govemt guarantees, debt cancellations and
PPPs.

Findings and conclusions

Eurostat took note of this information and advighé Polish statistical authorities to
complete, as much as possible, the tables ands@ chproblems to provide any relevant
comments, e.g. on limited coverage of the datalabla in the boxes foreseen for this
purpose under each table.

" The decision was issued on 15 July 2009 and igade from the Eurostat website at:
http://epp.eurostat.ec.europa.eu/portal/page/ggoedrnment finance statistics/methodology/decsifor G
ES
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Annex 1
List of participants of the EDP dialogue visit to Poland of 6-7 July 2009

Name Institution Department

National and European Accounts, Public

Luca Ascoli — Head of Unit European Commission (DG Eurostat) Fi -
inance Unit

Cecilia Pop European Commission (DG Eurostat)
_Marcin Woronowicz ___________ European Commission (DG Eurostat) . . ..
Aleksander Rutkowski European Commission (DG ECFIN)
‘HenriMaurer  European CentralBank
E?elgge[:]Tochowska Deputy GUS

I\D/Ii?;z:atc\)lfznach ~ Division's GUS National Accounts Division

Olga Leszczynska-Luberek —

Deputy-Director GUS

Andrzej Koscian GUS

Malgorzata Buba GUS

Urszula Kapczynska GUS

Jerzy Krysta GUS

Matgorzata Borejko GUS

Anna Sliwa GUS

Mariusz Madejski GUS

Anna Wolska GUS

Marta Dolny GUS

Dorota Bach MoOE Eigggﬁi;leiglicy, Analysis and Statistics
Andrzej Szpak MoF

Bozena Borecka MoF
‘DamianBrzuszek ~ MoF Public Debt Department
‘Agnieszka Rutkowska ~ MoF Guarantee Department
Agnieszka Szczepaniak MoF
Malgorzata Gac __ MOF
Elzbieta Noiszewska MoF Tax Administration Department
‘OktawiuszSzukat ~ MoF Intermational Department
Wichal Plaszyisia MoF T baying aunoriy Department
Piotr Biaty MoF Regional Policy and Agriculture Department
Iwona Molenda-Detyna MoF Income Tax Department

Eugenia Pluta MoF

Jakub Kapturzak MoF State Budget Department

Grazyna Koziewska-Plesz MoF National Economy Finance Department
Janusz Jabtonowski NBP Department of Statistics

Bartosz Piotrowski NBP

Marcin Kitala NBP Economic Institute

Marcin Gancarz The Chancellery of the Prime Minister  Strategic Analysis Department

col. Mirostaw Weltrowski Ministry of National Defence Budget Department

Pawet Szozda Ministry of National Defence

Tomasz Kusio Ministry of Economy Supervised and Subordinated Unit

Department
Katarzyna Hincz
Maria Szutnicka-Pienigzek

Jarostaw Waszkiewicz - Director Ministry of Infrastructure Department of Roads and Motorways
Katarzyna Ciepielewska
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Pawet Cieslak
Piotr Siwek

Ministry of Treasury

Magdalena Jaworska — Deputy -
Director

Stawomir Siewko

Jan Stylinski

Mirella Lechna

General Directorate for National
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