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Dear Ms.LeszczyiskaLuberek,

Thank you for your letter regarding the project tbe construction and operation of Al
motorway Tuszyn — Pyrzowice section. After a dethiéxamination of the issue, Eurostat is
now in position to provide its preliminary opini@m the appropriate statistical recording of
this project.

The case

The issue for which an ex-ante opinion is beinggbbus the appropriate sector classification
in national accounts / EDP of assets and underlyimgncial flows of a Public-Private
Partnership (PPP) contract covering constructiahgperation of a part of the A1 motorway.
This contract is currently in a preparation phagéhle Polish authorities.

Documentation provided

The Polish authorities provided Eurostat with augoent containing a description of the
project and some elements of statistical analysepared by the Ministry of Infrastructure,
the General Directorate of National Roads and Mue&ys (GDDKIA) in cooperation with the
Central Statistical Office (GUS). The paper preseestimates of cost assumptions,
distribution of risks, assumptions concerning alallty payments and deduction
mechanisms, estimated toll revenues and otheraetauformation. Whilst it is highlighted
that the figures indicated in the document are afinitive and may differ from those
obtained in the final offer, it is assured thawitl not in any way alter the methodology of
calculations or the distributions of risks presdritethe paper.

Description of the case

The General Directorate of National Roads and Muwdgs (grantor) is considering
implementing the construction and operation of Adtenway on Tuszyn-Pyrzowice section
(140.9 km length) with a private partner (operatming the Public-Private Partnership (PPP)
contract.
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It is estimated that the total project cost willdggproximately EUR 1.77 billio

It is assumed that construction will startApril
2013 and shall end after 45 months, in DecembeB.2Dlie Agreement will be concluded for
a 30-year period and end in 2043.

The project is designed as an availability-basexjept where it is planned that the private
partner takes the construction and availability,rend government assumes the demand risk.
Under the agreement, the private partner will lggiired to build and then operate the section
of the motorway at its own expense and risk. Publithorities will be obliged to pay
remuneration (i.e. availability payments) to thevate partner throughout the operation
period, i.e. after completion of construction, pded there is fulfilment of the project
parameters and the duties of the private partner.

It is assumed that the motorway will be tolled & types of vehicles. The tolls will be
collected with the use of an electronic chargeesystETC) and will be entirely paid to a
special-purpose body, the National Road Fund (NRFRjowy Fundusz Drogowy. The NRF
has an objective to collect funds for financing fireparation, construction, reconstruction,
repair and maintenance of national roads in Polahé. revenues from the ETC system in
Poland represent NRF incomes and may be dedicatdohance any NRF expenditures.
Expenditures are executed on the basis of reqireststhe General Directorate for National
Roads and Motorways.

Methodological analysis by Eurostat
Applicable accounting rules

The Eurostat Manual on government deficit and ¢Bl6DD) Part VI Leases, licences and
concessions is applicable in this case. In padicBart VI.4 Public infrastructure financed
and exploited by corporations and Part VI.5 Longnteontracts between government units
and non-government partners (Public-Private Pashigy are relevant for the analysis.

In interpreting provisions of the MGDD, Eurostas@ldraws upon its previously provided
views in relation to specific national cases. Iis timstance, Eurostat's views on Portuguese
cases of long term contracts (SCUTS) of 8 May 2&Elrelevant.

Availability of national accounting analysis

In their letter of 24 October 2011, the Polish auties considered that the PPP contract
could be classified outside of the general govemirbalance sheet (off-balance sheet) due to
the fact that the construction and availabilityksisare to be borne by the private partner,
whereas the demand risk is to be borne by governmen

! Final Findings of EDP dialogue and ad-hoc visiisPortugal, 17-18 January 2011 and 14-15 April 2011
Annex 1 "PPP - The Portuguese case"
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Analysis

Eurostat agrees with the analysis of the Polishaiites concerning the distribution of risk in
the provisions of the project.

However, concerning the general features of thdraon Eurostat notes the existence of
provisions atypical for a PPP-style arrangementh@ meaning of the relevant MGDD

chapter. Notably, this concerns a system of talsbé paid directly by the users of the
motorway (as usually is the case in concession-typetracts). Eurostat would like to

highlight that the MGDD provides a definition of P$as contracts where the majority of the
payment for the services were made by the goverharahnot by final users. Thus, in order
to decide on sector classification of the PPP asstrelated financial flows, it is necessary to
carefully analyse the economic substance relatetheosystem of tolls, in particular the

ownership and the level of toll revenues.

Under the provisions of the proposal, Eurostat gaes that the toll revenues will be
separated from the private partner and will bedfiemed in whole to a special-purpose fund,
the National Road Fund (NRF), which is classifiedtie General Government sector. The
public authorities (GDDKIA) will have the full poweo introduce tolls on the motorway and
will be able to discretionarily charge for the usfethe asset. The private partner will have
none of these prerogatives and its remuneratiohshat depend on the road traffic. Eurostat
thus considers the government as being its ownc&ssioner”, receiving the direct economic
benefits from this asset via the tolls paid byfthal users.

In such cases, and as has been the case in ré@estexpressed by Eurostat on similar cases
in Portugal, Eurostat conducts an analysis of dilerévenues in relation to the total cost of

service to be incurred by the public authoritiesrdstat considers that a contract where the
toll revenues represent more than 50% of the tmisi of the service should be classified on
balance sheet of the government since, in suchse, ¢the government obtains substantial
economic benefits from the asset and thus it meisidmsidered as the economic owner of the
asset.

In this context, Eurostat has carefully investigatgis project analysing the proportion of toll
revenues in relation to the cost of service tormiired by the government in the form of
availability payments to the private part

As a result, Eurostat is of the opinion that theeés constructed by this project should be
considered as assets of general government. Tluso#ts of constructing the assets should
be treated as a gross fixed capital formation edipere of government during the
construction period, with an impact on the govemimeeficit, the counterpart being an
increase in government debt under the form of a gpanted by the private partner.

Conclusions

On the basis of the above considerations, in paatichat the toll revenues to government
cover more than half of the total costs of the ggbjo government, Eurostat is of the opinion
that the PPP assets of the contract subject tadmsultation must be recorded on the balance
sheetof general government. Consequently, the grossifocapital formation expenditure, and
the related flows, including debt, of the Al sthefwiszyn-Pyrzowice are to be recorded in the
accounts of the general government sector.



Procedure

This preliminary view of Eurostat is based on infiation provided by the country authorities.
If this information turns out to be incomplete tbe implementation of the operation differs in
some way from the information presented, Eurosts¢nves the right to reconsider its view.

In this context, we would like to remind you thatirBstat is committed to adopt a fully
transparent framework for its decisions on debt deficit matters in line with Council
Regulation 479/2009 and the note on ex-ante adwib&sh has been presented to the CMFB
and cleared by the Commission and the EFC. Eurastahus publishing all official
methodological advice (ex-ante and ex-post) giveNlémber States on the Eurostat website.
In case you have any objections concerning thisipe&ase, we would appreciate if you let
us know before 9 December 2011.

Yours sincerely,

Francois Lequiller
Director



