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Executive summary

Eurostat undertook an EDP dialogue visit to Sloaenn 26-27 June 2008 as part of its
regular visits to Member States and with the aimagsess the existing statistical capacity, to
review the division of responsibilities concernitize compilation of EDP statistics and
government accounts, to discuss the quality anduwestiveness of primary data sources, to
clarify the issues relating to EDP tables raisedh@ context of previous notifications, to
review the progress achieved in implementing ESA519nethodology (in particular
sectorisation of units and the implementation ofi@uol Regulation 2516/2000) and to assure
that provisions from the ESA 1995 Manual on Govezntndeficit and debt and recent
Eurostat decisions are duly implemented in the &@an EDP tables and national accounts.

In the meeting, Eurostat welcomed the transparent \&ell structured approach by the

Slovenian authorities to EDP related work. Euros&l much appreciated the amount and
quality of information provided by the Sloveniaratsdtical authorities prior to the EDP

dialogue visit. Eurostat also expressed satisfactay the transparent and comprehensive
presentation of the issues by the Slovenian statisiuthorities.

First, Eurostat discussed with the Slovenian giedils authorities the institutional
arrangements and data sources for the compilafi@oeernment Finance Statistics. Eurostat
took note of the existing institutional responsilds in Slovenia and encouraged them to
continue the good cooperation in the future. Thev&hian statistical authorities will provide
to Eurostat an updated version of the "MemoranddniJderstanding in the field of
macroeconomic and financial statistics". As fardata sources are concerned, Eurostat
considers the general situation as good and tragispa

As far as the analysis of the April 2008 EDP noéfion is concerned, Eurostat examined
in detail the tables of the EDP reporting, in parar, the issue of a rather high statistical
discrepancy in 2007. The reasons will be furtherestigated by the Slovenian statistical
authorities. The recording of military expendituvell be further investigated. It was
concluded that the Slovenian statistical autharitAell also provide historical debt data for
1999-2000. Also the tables in thguestionnaire related to EDP tablesere analysed.

Eurostat took note of sector classification polisySlovenia and of the classification of the
units in the public infrastructure sector, of haoalsi and of public TV and radio. The

Slovenian authorities agreed to re-analyse theeigdguthe classification of the Slovenian

Dwelling Fund that is currently classified outsigleneral government, to regularly check the
50 % rule for DARS and to provide additional inf@tion on the recent reorganisation of the
Railways system in Slovenia. The Slovenian staastauthorities also agreed to re-classify
the Public radio and TV Company inside general guvent.

As far as the implementation &C regulation 2516/2000s concerned, Eurostat asked the
Slovenian statistical authorities to re-analyse c¢befficients used for the assessment of the
amounts never to be collected for social contrdngj which seem to be too small.

Concerning the recording of EU flows, Eurostat adréhat the Decision on the Treatment of
transfers from the EU budget to the MS is basidadiing followed and there is no impact on
government deficit / surplus. However in order tarify the issue, a table on the amounts
received from the EU and the amounts spent per améiby programme will be provided to
Eurostat.



As concerns the Public Private Partnerships (PE#), Slovenian statistical authorities
informed Eurostat about the new law on PPPs aneedgio analyse two contracts and send
their national analyses to Eurostat.

Regarding the Slovenian Restitution Fund, it wasfiomed by Eurostat that the time of
recording of the restitutions is when the claimsreveubmitted to the court and that all
possible further revisions of the estimated amowitde recorded strictly on a cash basis.

Some other issues were also discussed such asntpema debt assumptions, debt
cancellations and debt write-offs, capital injescand UMTS licences. It was noted that the
recordings applied are in line with the decisiaseh by Eurostat.

Finally, the inconsistency between the EDP talde@® financial accounts data was discussed.
The Slovenian statistical authorities are not udingncial accounts data (responsibility of

Bank of Slovenia) as a source of the EDP table§H& Government Finance Statistics

Working Group is working on this issue and it waged that a detailed analysis of the

differences will be prepared in order to find tix@lanations for the inconsistencies.



Final findings
Introduction

In accordance with article 8d of Council Regulati®@C) No 2103/2005 of 12 December
2005, amending Council Regulation (EC) No 3605/98emards the quality of statistical data
in the context of the excessive deficit procedierostat carried out an EDP dialogue visit
in Slovenia on 26-27 June 2008.

The delegation of Eurostat was headed by Mr. LusaoA, Head of the Eurostat Public
Finance Unit (C3). The Directorate General for Eooit and Financial Affairs (DG ECFIN)
and the European Central Bank (ECB) also partiegban the meeting as observers. The
Slovenian authorities were represented by the szl Office of the Republic of Slovenia
(SORS), the Ministry of Finance (MoF) and the CanBank of Slovenia (Banka Slovenije -
BS).

Eurostat carried out this EDP dialogue visit witte taim to assess the existing statistical
capacity, to review the division of responsibilticoncerning the compilation of EDP

statistics and government accounts, to discusgub8ty and exhaustiveness of primary data
sources, to clarify the issues relating to EDP dsbfaised in the context of previous
notifications, to review the progress achieved nmplementing ESA 1995 methodology

(sectorisation of units and the implementation adufcil Regulation 2516/2000) and

to assure that provisions from the ESA 1995 MammlGovernment deficit and debt and
recent Eurostat decisions are duly implementeden$lovenian EDP tables and national
accounts.

In relation to procedural arrangements, Eurostptagxed the new procedure, in accordance
with article 8 of Regulation 3605/1993 as amendedicating that théviain conclusions and
action pointswould be sent within days to the Slovenian statstauthorities, who may
provide comments. Within weeks, th&rovisional findingswould be sent to the Dutch
statistical authorities in draft form for their rew. After adjustmentgrinal Findingswill be
sent to the Economic and Financial Committee (EBGJ published on the website of
Eurostat.

1. Statistical capacity issues

1.1 Institutional responsibilities in the framework of reporting of data under the EDP
and government statistics compilation

Introduction

Eurostat took note of the existing institutionatasigements in place in Slovenia for the
compilation of the EDP and government finance stias. The EDP tables are reported by the
Statistical office (SORS). Data on deficit are ctisgpby SORS and the Ministry of Finance

(MOF). Data on debt and forecasts of debt/defi@tthe responsibility of MOF.

Financial accounts data are the responsibilithefBank of Slovenia (BS).



In 2004, a Memorandum of Understanding in the field of macomeenic and financial
statistic$ has been established between the Statisticat©{BORS), the Ministry of Finance
(MOF) and the Bank of Slovenia (BS).

Discussion and methodological analysis

The Slovenian statistical authorities confirmed tt@operation between the three institutions
functions well. An informal Government Finance t&tics Working Group meets several
times per year, while formal meetings are usualganised once or twice per year (before the
EDP notifications).

The Slovenian statistical authorities also informEdrostat that theMemorandum of
Understanding in the field of macroeconomic andricial statisticshas been changed since
the last EDP dialogue visit. The main change & tihhe responsibility for the financial
accounts is now with the Bank of Slovenia. Datarftthe Bank of Slovenia are still not being
used as a source for EDP tables 3. As a consequathes high differences can be observed
between the EDP table 3 and Financial accounts (A tables 6 and 27) for some
financial transactions. This issue is discusseatketail undeitem 4.1

Eurostat stressed that the Statistical Office gshauirease its involvement and knowledge in
financial accounts.

According to the Memorandum of Understanding, thei8fry of Finance is responsible for
debt and planned data on debt / deficit and fordisé of the EDP tables MoF only provides
relevant data.

The MoF provided, during the meeting, tBalletin of government financegsh based

government finance statistics), including gene@legnment budget accounts with detailed
information on revenues and expenditure of theeStaidget, local government budgets and
Social Security funds (Pension and Health Funtg Bulletin is updated on a monthly basis
and it is available on the website of the MoF. Btaibwelcomed this element of transparency.

Findings and conclusions

Eurostat congratulated Slovenia for the good caatm:n between the three institutions.
Action point 1. The Slovenian statistical authorities agreed to vide to Eurostat the
"Memorandum of Understanding in the field of macaeomic and financial statistics"
between the Statistical Office, the Ministry of &ine and the Bank of Slovenia, which has
been updated since the last EDP dialogue visit.

1.2. Data sources, EDP inventory

Introduction

The consolidated version of the EDP inventory catgal by SORS provides a description of

the data sources and methods used for EDP datailationp An updated version of the
Slovenian EDP inventory was published in Eurostatbsite on 28 September 2007.



SORS confirmed that the EDP Consolidated Inventdrgources and methods has not been
published yet nationally.

The basis for the budgetary accounting of budgetaitg is cash accounting. The Ministry of
Finance is considering a gradual transition to eorwal basis, though no decision on a
timetable has been taken yet.

Discussion and methodological analysis
Two main data sources are used for governmentdmatatistics:

- Budgetary returns to the Ministry of Finance

Available for the bodies (direct budgetary unitsniiing part of Central Government, Social
Security funds (Pension and Health Fund) and LGmalernment on a cash basis. This data
is available on a monthly basis.

- Annual Reports to the Agency for Public and Legabrds (AJPES)

All budgetary and non-budgetary bodies are obligegport their annual financial statements
to the Agency for Public and Legal records in tlearyfollowing the reference period. These
statements include profit and loss accounts andagable for indirect budgetary units on a
cash and accrual basis. This data is availablenona basis at the end of March (t+1).

The Slovenian statistical authorities explained tBadget reporting is consistent with the
financial statements, but it is more detailed avallable sooner.

Revision policy between the April and October E@PBarting

The Slovenian statistical authorities explainedrtien differences between data reported in
the April and October EDP notifications. In tAeril EDP notification actual (preliminary)
data is available for all the budgetary units. FEdr other units in central and local
government, actual data is not available in Apnitl @stimations are being used (based on
preliminary outturns, information on recent develgmts and data from previous years).

Estimations are mainly calculated for the big ufsisch as hospitals, universities, etc) while
for the small units (such as local communities)estimations is being made. The impact on
B.9 for these units is almost negligible.

In the October EDP notificationpreliminary outturn data for the year n-1, usedhe April
EDP notification, is revised with final data foretlbudgetary units. For all other units in the
central and local government, estimates for the geh used in the April EDP notification,
are revised with data from financial statements.

As a complementary information to the above memiibdata sources, ti&atistical survey
on gross fixed capital formation (GFCE) used. The basic source for GFCF data is availabl
only on a cash basis. In the April EDP notificati@FCF data is reported on a cash basis
(except for the Capital Fund and Slovenian ReshituFund) and it is replaced with the
accrual GFCF data from the survey in the OctobelP BDBtification.



Findings and conclusions

Eurostat thanked the Slovenian statistical autiesrior providing the complete version of the
EDP inventory and encouraged the national pubbtoatif the Inventory in Slovenian.

Eurostat considers the general situation, as falladé® sources are concerned, as good and
transparent.

Action point 2: Eurostat invited the Slovenian statistical authiestto publish the EDP
inventory on their website.

2. Follow-up of the April 2008 EDP reporting — anaysis of EDP tables
Introduction

Eurostat analysed the EDP tables and the questrenredated to the notification tables, as
reported in the April 2008 EDP notification.

During the January 2008 FAWG, Member States wekeda notify on 27 March, i.e. a few
days earlier than the legal deadline of 31 MarchEarostat has been asked that time to
anticipate the publication of data to 18 April 20@ovenia sent the EDP tables and the
guestionnaire related to the notification tableseagiested.

In addition, the Slovenian statistical authoritpsticipated in the Pilot exercise of the EDP
related questionnaire in the context of the ApdiD@ EDP notification.

Regarding the reporting of the EDP historical d&iarostat noted that Slovenia is one of the
few countries not providing historical data for tdétom 1995 onwards, but only from 2001
onwards.

Discussion and methodological analysis

During the meeting the Slovenian statistical autles provided to Eurostat the detailed
Excel tables on the balance of revenues and exjpeadif the state budget, local government
budgets and Social Security Funds (Pension andhdEahd).

EDP table 2A

The working balance in the table 2A reflects theaetion of the State budget as voted by
Parliament. The working balance is published inBlaéance of revenues and expenditure of
the state budget (state budget surplus / deficit).

The Slovenian statistical authorities confirmed theither loans nor equities are included in
the working balance; therefore there is no entrytiese items. However in the public budget,
repayments of loans for military equipment are smingtead of actual purchases. Therefore,
the Slovenians make a correction for the differdoeveen the two amounts and record this
under “other financial transactions” in table 2Aelsource of data for this correction is the
Ministry of Defence. From 2008 onwards this cori@ctwill not be needed anymore and

actual purchases of military equipment will be udgd in the working balance.



Eurostat further investigated the recording of tauily expenditureand the Slovenian
statistical authorities confirmed that the timerefording is the date of payment (cash data),
which is however close to the time of delivery. SO&jyreed to check with the Ministry of
Defence the time difference between payments arivedes and agreed to amend
appropriately EDP table 2 and Table VI of the EBRted questionnaire.

The adjustments in table 2A, as reported underetatldjustments”, are explained in the EDP
inventory.

EDP table 2C

The working balance in table 2C is the deficit/suspof local government (municipalities)
budget on a cash basis.

EDP table 2D

The working balance in table 2D is the deficit/suspof Health Insurance Fund and Pension
Fund on a cash basis and is published in the Balahaevenues and expenditure of the
Pension and Health Fund.

The Slovenian statistical authorities explained tha Capital Fund has two functions, (1) to
provide funds to the Pension Insurance fund (diaslsinside general government) and (2) to
manage five private pension schemes of the "sequhdr”. The Capital fund is an
institutional unit classified inside general govaent, but the five private pension schemes
that it manages are classified outside generalrgovent.

Net borrowing / lending (B.9) of the Capital Fursdincluded inAdjustments for subsector
delimitation

EDP table 3

In the April 2008 EDP notification, Eurostat notdtht the statistical discrepancy for the
central government (table 3B) exceeded 0.2 % of @GDRe period 2004-2007. In 2007, the
statistical discrepancy amounted to -0.62 % of GDA&. the same time there was also a
decrease of debt in 2006 / 2007 which could noéxydained. Eurostat enquired whether a
reason for such a high statistical discrepancybleas detected.

The Slovenian statistical authorities explainedt ttie reasons have not been found vyet,
though they suspected that such a high statislisatepancy arises from the debt (bonds) of
the Slovenian Restitution Fund. They agreed toh&urinvestigate the issue. However, the
Slovenian statistical authorities stated that ghrisblem can not be solved until the October
2008 EDP notification.

EDP historical data

Eurostat recalled that Slovenia is one of the fewntries not providing historical data for
debt from 1995-2000 and enquired when this daté&ddoei delivered to Eurostat.

The Slovenian statistical authorities explained tha complete database on debt exists from
2000 onwards and that they are not in a positioprtwide historical data on debt before



1999, because of the use of a different accourmststem. Quarterly debt data can not be used
as it is not consolidated.

Eurostat took note that it would be difficult tooprde the historical data on debt for the years
1995-1998 and the Slovenian statistical authordageed to work on 1999-2000 data.

Pilot EDP related guestionnaire

Eurostat thanked the Slovenian statistical autiesrifor participating in this pilot exercise in
the context of the April 2008 EDP notification. TB&venian statistical authorities reported
that the questionnaire itself is not so demandihgwever, it would be difficult to have it
ready for the first (April) EDP notification, whii@ October this data could be provided.

The only problem related to the filling of the Ta® and it was agreed that SORS will
contact the Ministry of Finance in the contextlué October 2008 EDP notification.

Findings and conclusions

Eurostat thanked the Slovenian statistical autiesrifor sending the EDP notification tables
and the questionnaire related to the notificatetlds on 28 March 2008, ahead of the legal
deadline.

Action point 3: In the context of future EDP notifications, tHev@nian statistical authorities
agreed to provide Eurostat with detailed Excel é&sblon the balance of revenues and
expenditure of the state budget, local governmadgbts and the Pension and Health Fund.

Action point 4: The Slovenian statistical authorities agreed toemd EDP table 2 and Table
VI of the EDP related questionnaire in order to eet appropriately "Other accounts
receivables / payables related to the acquisitibthe military expenditure".

Action point 5: The Slovenian statistical authorities agreednwastigate the reasons for the
relatively high statistical discrepancy in centggdvernment.

Action point 6: Eurostat invited the Slovenian statistical autiies to provide historical data
for debt for the years 1995-2000. While noting tihatould be extremely difficult to provide
this data for the period 1995-1998, the Slovenitatistical authorities agreed to perform
some additional work on the years 1999-2000 after@ctober 2008 notification.

Action point 7: Eurostat thanked the Slovenian statistical auities for having participated
in the "Pilot EDP related questionnaire” in the ¢ext of the April 2008 notification. The
only problem related to the filling of the TableaBd in this respect the Slovenian statistical
authorities agreed to contact the Ministry of Filcann the context of the October 2008 EDP
notification.



3. Methodological issues and recording of specifgovernment transactions

3.1. Delimitation of general government, applicatio of 50% rule in national accounts
3.1.1. Changes in sectorisation since last EDP vigi February 2006

Introduction

In the context of the EDP dialogue visit, the Sluae statistical authorities provided an
explanatory note on the practical implementatiothef50% rule in national accounts.

The register of units is maintained by the AgermyHublic and Legal Records (AJPES). This
Agency has the prime responsibility for classificatof units, though in practice there is a
working group which considers the classificationddficult cases and it is composed of the
Agency, Ministry of Finance, Statistical Office aBdnk of Slovenia.

An exhaustive list of all general government uriis sub-sectors is available in the EDP
inventory.

Discussion and methodological analysis

The Slovenian statistical authorities explained thathe analysis of 50 % rulmarket sales
(or transfers from government) as a % of the totetbut by cost approaadbk being used.

The Slovenian statistical authorities confirmed tthiaere were only some small re-
classifications since the last EDP dialogue visit.

During the meeting an updated exhaustive list b@heral government units by sub-sector
was provided to Eurostat. The general governmeetbs in Slovenia is comprised of around
2700 units. Central government has around 540 ,uluital government around 2200 and
social security funds 3 units.

The Slovenian statistical authorities also providdist of all public units which are classified
outside general government (around 140 units) hedist of all public units in Slovenia (i.e.
general government sector and public units classibutside general government). The
public market units classified outside the geneyaernment sector are, among others,
pharmacies (around 27 units), homes for elderlpujad 55 units) and homes for students
(around 20 units).

The Slovenian statistical authorities indicatedt thalatabase of all units (including general
government by sub-sectors) is available publicly the website of AJPES (Business
Register).

Eurostat also enquired about the classificatiothefSlovenian Dwelling Fund (SDR)hich

is currently classified outside general governn{enthe Non-financial corporation sectpr
The Fund is a public financial and real estate figslablished to finance and implement the
National Housing Programme, promote housing coostm, renovation and maintenance of
the apartments (i.e. the main activity is buyingd aalling flats).
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The Slovenian statistical authorities explained tha 50 % test has not been undertaken for
this unit. Eurostat underlined that the market h-nwarket test should be performed in order
to see whether this unit complies with the 50 %ertd be classified outside general
government. The Slovenian statistical authoritiesstdered that this unit is to be classified
outside general government due to the big fluatmatifrom deficit to surplus and opposite
(depending whether the Fund is selling or buyirgyftats). If the Fund makes a profit, it can
not be distributed (no dividend is being paid).

The Slovenian statistical authorities also explditiet the director of the Fund is nominated
by government, the salary system of the employedéke same as for the public employees
and that financial plan of the Fund has to be agmtdoy government. In fact, legally it is an
extrabudgetary fund.

On the basis of the above, Eurostat asked the SikEvestatistical authorities to perform the
market / non-market test for the years 2004-200¥ tanprepare an accounting analysis on
whether the actual classification of the DwellingnB outside general government is justified.

The Slovenian statistical authorities also expldirteat the Fund received two capital
injections in the past, which were treated as fongntransactions, i.e. 12.5 million euro in
2006 and 12.5 million euro in 2007 (about 0.04 %sa8fP). Eurostat questioned whether this
is the correct recording according to ESA95 anacddke Slovenian statistical authorities to
re-analyse the issue of recording.

During the meeting the Slovenian statistical autles provided to Eurostat the profit and
loss accounts and the Statute of the Dwelling Fund

Findings and conclusions

Eurostat took note of the way sectorisation ofsimtthe government sector is undertaken in
Slovenia and welcomed the transparency of the syste

Action point 8: Concerning the Dwelling Fund, the Slovenian stai#dtauthorities agreed

to:

- perform the market / non-market test for the yef@4-2007;

- prepare an accounting analysis on whether the datlzesification of the Dwelling Fund
outside general government is justified and

- reflect on whether the capital injections receivmsdthe Dwelling Fund in 2006 and 2007,
recorded as financial transactions, were correcdgorded according to ESA95 rules.

3.1.2. Public infrastructure companies (in general)

Introduction

The Slovenian statistical authorities provided,oprio the EDP dialogue visit, a note on
DARS (Motorway company) classification, includingofit and loss accounts and balance

sheet of the company, and accounts of the Railwaygpany (Slovenske zeleznice).

DARS is a joint-stock company. The company was estaddish 1993. In accordance with
the decisions of the National Assembly of the Réipulif¥ Slovenia, DARS is in charge of
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financial engineering, preparing, organising anchaggng construction and maintenance of
the motorway network and is responsible for the ag@ment of motorways in Slovenia.
Currently it is classified in thBon-financial Corporation sectqiS.11) and it is 100 % owned
by state. The main revenue of DARS is motorwajystoll

Railway Company (Slovenske zeleznid&gs been restructured into four units (passenger
operations, freight operations, infrastructure dmading company), all of which were
classified outside general government. There wss ah Agency for Railways which made
significant grants for infrastructure. The Slovengtatistical authorities decided to treat the
Railway Company as a single unit for national actsyurposes.

Discussion and methodological analysis

DARS and its compliance with the 50 % test was wised. The Slovenian statistical
authorities presented the introduction of the vitgeefor cars for 6 months and 1 year, which
replaced tolls on 1 July 2008.

In accordance with the amendment of the Public R@ed, use of vignettes is obligatory for
all vehicles with the permissible maximum weighB8g00 kg (passenger cars) on motorways
and expressways in Slovenia as of 1 July 2008. \tfi¢hintroduction of the toll-collection
system with vignettes in the second half of 2008y dalf-yearly vignettes were put on sale,
while purchase of yearly vignettes for 2009 will pessible not later than the beginning of
December 2008.

According to the explanations of the Slovenianistiabl authorities the vignettes will
represent about 50 % of the total revenue frons tle. from passenger cars). Other road
transport will remain in the toll system.

Eurostat recalled that according to tharostat Guidance on accounting rules for EDP oa th
Classification of payments for the use of rqatie vignette will be treated as a tax and not as
a sale of service:Payments for the use of roads will generally bessifzed as a sale of a
service in the case of tolls. They will also bessiied as a sale of a service in the case of
vignettes whenever users have sufficient choice inoterms of selecting specific roads and
of choosing a determined length of time."

Eurostat's opinion is that, in the case of DAR®, 2hcond condition, i.e. to have a sufficient
choice of choosing a determined length of tim&asbeing fulfilled.

However, even with the introduction of the vignstte the second half of 2008, DARS will

apparently still comply with the 50 % rule and rémelassified outside general government.
As regards the following years (2009 onwards) Hatosecommended to the Slovenian
statistical authorities to closely monitor DARSarder to check whether it would still comply

with the 50 % rule in the future.

Concerning the Railway Companthe Slovenian statistical authorities explaineat tin the
middle of 2007 the whole system of Railways wasgea and the function of financing was
transferred from the Agency for Railways (classifiithin general government) to the
Ministry for Transport. Also the system of indepent units within Slovenske Zeleznice is
replaced with the system of only one unit.
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Eurostat enquired further about the reorganisatiotihe Slovenian Railways in 2007, and in
particular on why the function of financing wasnsérred from the Agency for Railways to
the Ministry of Transport and whether this reorgation has been approved by the European
Commission (DG Transport). The Slovenian statistmathorities agreed to contact the
Ministry for transport and to provide Eurostat withore detailed information on the
reorganisation.

Findings and conclusions

Eurostat concluded that according to the reéambstat Guidance note on accounting rules
for EDP on the Classification of payments for tise of roadsthe revenue from vignettes for
DARS will have to be treated as a tax.

Action point 9: Eurostat recommended to the Slovenian statista#horities to perform
regularly the market / non-market tests for DAR&rnow onwards in order to check
whether the corporation would still comply with 6@ % rule in the future.

Action point 10: The Slovenian statistical authorities agreed to e additional
information on the reorganisation of the whole sysof the Slovenian Railways.

3.1.3. Public utility companies, public hospitalspublic TV, radio

Introduction

In the context of the EDP dialogue visit, the Sluae statistical authorities provided the
accounts of Public radio and TV company (RTV) dmelaccounts of the public hospitals.

All public hospitals and public universitiese included within the general government sector.

Public utility companiegwater, heating) are classified outside the gdrggaernment sector
and are classified in tidon financial corporation sectdfS.11).

RTV is at present classified as a market produceh@&Nobn financial corporation sector

(S.11). The public RTV services are financed froavesal sources: RTV licence fee,
commercial revenues, finances of the state budaetsfrom sponsorship and from other
sources in compliance with the law and the artiofeassociation.

RTV licence fee payers are all those having a raditelevision receiver on the territory of

the Republic of Slovenia where technical conditidos the reception of at least one

programme of RTV Slovenia are assured. It is carsid that each electricity payer owns a
receiver and is thus subject to the payment of Ri€¥nce fee, unless a person gives a
declaration, as stipulated by the law. There areentiban 600,000 active RTV licence fee
payers. The RTV license fee is treated as a saergfce and not as a tax.

Discussion and methodological analysis

The Slovenian statistical authorities informed Etmbd that it is considered that each
household which would dispose of an electrical i@apmgk is subject to the payment of the

13



RTV licence fee whether they own a receiver or notess a person gives a declaration, as
stipulated by the law.

Eurostat recalled the ongoing discussions at th&/6Aon the Guidance note on Radio and
TV licences, where Eurostat recommends that acogridi theprevalent arrangements in the
EU for TV licence / fees collection, payments férahd radio licences / fees would generally
be recorded as taxes in national accounts, as msldannot be deemed to make a deliberate
purchase to identified suppliers.

Eurostat also noted that in some Member States, deflected by public TV are already
classified as tax revenues instead of sales.

In such circumstances, Eurostat’s opinion wasrttuat likely such a fee would have to be re-
classified as a tax, as a RTV license fee seemetbrize linked to the provided service. In
this context Eurostat invited the Slovenian stagstauthorities to perform the market / non-
market test for the RTV. The Slovenian statistieakhorities agreed with the Eurostat
analysis, but proposed that the re-classificatioin® RTV takes place in 2009 due to the lack
of the human resources, as in any case the impdbe ae-classification will be very small
for deficit (B.9) and debt.

Findings and conclusions

Eurostat took note on the classification of puliimspitals, public universities and public
utility companies.

Action point 10: Eurostat's opinion on the classification of RTVS@d on ESA95) was that
most likely the licence fee would have to be resifeed as a tax and invited the Slovenian
statistical authorities to perform the market /namarket test for RTV. The Slovenian
statistical authorities agreed with the Eurostat afysis, but proposed that the re-
classification of the RTV takes place in 2009.

3.2. Implementation of accrual principle

3.2.1. Accrual taxes and social contributions

Introduction

The Slovenian statistical authorities usesessment and Declaration metHodVAT, Taxes
and duties on imports excluding VAT, Excise dutiasd Social contributionsTime
adjustment methofbr Corporate profit tax an@ash receiptsor all other taxes.

Eurostat further enquired about the AssessmentDaudaration method, particularly on the
calculation of the amounts unlikely to be collectdthe Slovenian statistical authorities
provided, prior to the EDP dialogue visit, a talde the amounts of taxes and social

contributions unlikely to be collected for the ipelr2004-2007 (assessed data) and the same
table with cash data was provided during the mgetin
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Discussion and methodological analysis

On the basis of data provided by the Slovenianssitzl authorities, Eurostat noted that
coefficients of the amounts unlikely to be collectgeemed very low for taxes and social
contributions.

The Slovenian statistical authorities explainedt ttiee estimation of the coefficients for
uncollectible amounts was undertaken in the SteaiisOffice in co-operation with the Tax
authorities and Custom Office.

The estimation of the amounts unlikely to be cd#dds based on:

- unpaid claims (claims that are at least 5 yehtts o

- write-offs by the tax administration (tax offib@s to keep data for unpaid taxes at least 10
years before it can be decided to write them off);

- bad claims.

The estimation of the amounts unlikely to be cdédcwas undertaken only once, in 2005,
taking into account a time span of 5 years.

Eurostat commented that coefficients should tak® iaccount past data and future

expectations and noted that the Regulation (EC) 28646/2000 on taxes and social

contributions of 7 November 2000 says that, the coefficients reflecting assessed and
declared amounts unlikely to be collected shalebemated on the basis of past experience
and current expectations”.

Eurostat further enquired on the method of calautabf unpaid claims. The Statistical Office
explained that the information on unpaid claimstlgy year of origin is not available before
2005. From 2006 onwards this information is a\@é@aon a monthly basis.

Eurostat also observed that cash data on taxdevaee than the assessed tax data for all the
years (2004-2007) and recalled that the Reguldt®) No 2516/2000 on taxes and social
contributions of 7 November 2000 states the gempenaciples of tax and social contributions
recording in national accounts!(...), the impact on general government net
lending/borrowing of taxes and social contributiorecorded in the system on an accrual
basis shall be equivalent over a reasonable amaiiritme to the corresponding amounts
actually received"

The Slovenian statistical authorities agreed thet toefficients reflecting assessed and
declared amounts unlikely to be collected mightdeelow and agreed to re-analyse the issue.
The estimated impact on deficit should not be highan 0.15 % of GDP.

The Slovenian statistical authorities informed Etab that the method used for the recording

of Current taxes on income, wealth, etc (Ch&p been changed. A special time adjustment
method is used instead of Assessment and Declaratethod (and estimating the amounts

assessed but unlikely collected). This time adjesttrmethod takes into account additional

payments according to the tax audits. An updatesioe of the Questionnaire on the methods

used for recording taxes and social contributioiisb& sent to Eurostat.

Eurostat also noted that no data on Stocks of Gibewunts receivables related to taxes in the
Table | of the EDP related questionnaire is avéglalm the April 2008 EDP notification data

15



on Stocks of Other accounts receivables relatesbtial contributions were transmitted to
Eurostat for the first time. The Slovenian stat@tiauthorities agreed to provide the missing
data and stated that it might be difficult to pae/data on VAT.

Findings and conclusions

Action point 11: Concerning the issue of taxes and social contrdngj Eurostat pointed out
to some possible shortcomings in the methods umethé recording of taxes, based on
assessments and coefficients. More preciselycdb#icients used for the assessment of the
amounts unlikely to be collected seem to be todlsiitae Slovenian statistical authorities
agreed to re-analyse the issue and provide Eurostiéth their conclusions as soon as
possible.

Action point 12: The Slovenian statistical authorities agreed toatpdhe Questionnaire on
the methods used for recording taxes and socialritrtions due to the fact that the method
for recording of Current taxes on income, wealtic,®.5) has been changed.

Action point 13: The Slovenian statistical authorities also agreedilt data on Stocks of
Other accounts receivables related to taxes inTtlele | of the EDP related questionnaire.

3.3 Recording of specific government transactions
3.3.1. EU flows
Introduction

Eurostat enquired about the treatment of the fuedsived from the EU in national accounts.
The Slovenian statistical authorities provided,oprto the EDP dialogue visit, a short
description of the recording of EU funds in natibaecounts and recording in the EDP tables.

Discussion and methodological analysis

The Slovenian statistical authorities explained theash basis is being used for all EU flows,
except for agricultural funds. The agricultural disndo not enter the budget and are recorded
on an accrual basis.

The Slovenian statistical authorities explained fireancial advances (as in the case of the
Structural Funds) of EU flows are deposited in @c&gd account at the Bank of Slovenia with

no impact on the budget, i.e. working balance. Tilvee of recording of the revenue and

expenditure is at the time when the final beneficisnakes the expenditure; i.e. the

neutralisation is undertaken on the expenditure sidd there is no impact on government
deficit / surplus.

It was further clarified that in the case of thdn&ugen facilities, initial payments from the EU
to Slovenia were already made in 2005 and 2006asmd deposited in the special account of
the Bank of Slovenia. Slovenia actually used thanay only in 2007 and in that year these
amounts were booked in the budget as expenditarasnevenue.
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The Slovenian statistical authorities also explditieat in the Table Il of the EDP related
guestionnaire, only EU own funds are includedQther accounts payabland in Other
accounts receivablenly agriculture funds.

The Slovenian statistical authorities make no ddjests in EDP table 3 as recommended by
the Eurostat decision on theeatment of transfers from the EU budget to the(iteler other
accounts / receivables). This is due to the faatt tie financial accounts are the responsibility
of the Bank of Slovenia and are not used as a soofdata for EDP table 3. Therefore
financial advances deposited on a special accdutiteaBank of Slovenia are not shown in
the EDP table 3.

Eurostat took note that this way of recording of ftddds is functioning due to the fact that
financial accounts are not used as a source for EDR 3. Eurostat stressed that when
financial accounts data will be used for EDP talBiethe Slovenian statistical authorities will
have to change this approach. In that case, dsposih the EU will be entered @urrency
and deposits (F.2)n the EDP table 3, which should be neutralisedQiher accounts
receivables / payables (F.&p stated in the above mentioned Eurostat Decisiothis case
EDP table 2A and the Table Il of the EDP relatedsionnaire should also be amended.

Eurostat agreed that tiecision on th@reatment of transfers from the EU budget to the MS
is basically being followed, but not fully in thase of financial advances.

Findings and conclusions

Action point 14: Concerning the recording of EU flows, Eurostat mbtlkeat the rules on the
recording of EU grants basically seem to be folldveeutralisation on the expenditure side)
and there is no impact on government deficit / kigpln order to clarify the issue, the
Slovenian statistical authorities agreed to providarostat with a table on the amounts
received from the EU and the amounts spent per gedrby programme for the years 2004-
2007.

3.3.2. Guarantees

Introduction

The issue of the recording of guarantees was disdusith the Slovenian statistical
authorities during the 2005 and 2006 EDP dialogsisv Eurostat advised that repeated calls
on a guarantee over three successive years steaddih the third year) to the entirety of the
remaining guarantee being treated as if calleds Theatment is being applied by the

Slovenian authorities.

In the context of the EDP dialogue visit, the Sluae statistical authorities provided tables
including the list of guarantees called, their sepant and stocks by company in 2004-2007.

Discussion and methodological analysis
The Slovenian statistical authorities confirmedt ttiés treatment of guarantees is still being

applied and stated that in the period 2004-2007etkeere no cases of repeated calls on a
guarantee over three successive years.
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Findings and conclusions

Eurostat took note of the provided explanations.

3.3.3. Military equipment expenditures

This item was discussed under itenf2|low-up of the April 2008 EDP reporting — analysi
of EDP tablegsee also action point 4)

3.3.4. Debt assumptions, debt cancellations and dehrite-offs

Introduction

The Slovenian statistical authorities providedpptio the EDP dialogue visit, data on debt
cancellations for 2004-2007.

In the period 2004-2007, there were only three asedebt assumptions and no debt
cancellations or debt write-offs:

- In 2004 by the central budget from the SloveniailviRey Company, 4 614 million SIT,;
- In 2005 by the central budget from social secutityds, 45 750 million SIT;
- In 2007 by the central budget from the Agency fail\Ray Transport, 26 461 million SIT.

Discussion and methodological analysis

The Slovenian statistical authorities explained tha debt assumptions in 2005 and 2007 had
no effect on government deficit due to consolidatthin general government.

Findings and conclusions

Eurostat took note of the provided explanations.

3.3.5. Capital injections in public corporations, avidends, privatization
Introduction

The issue of capital injections was discussed WiehSlovenian statistical authorities during
the 2005 and 2006 EDP dialogue visits, in partictila conversion of claims into equity.

The capital (equity) injections in loss making paldnterprises in the period 1995-2004 were
reclassified as capital transfers.

The Slovenian authorities provided, prior the ED&afjue visit, tables on capital injections

by beneficiary and treatment in national accouh®96-2004). In recent years there was only
one equity injection, i.e. in 2007 in Nova Ljublgka Banka d.d. for the amount of 35.4
million EUR (0.1 % of GDP).
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Discussion and methodological analysis

The Slovenian statistical authorities explained tiha&re were also equity injections in the
Slovenian Dwelling Fund in 2006 and 2007 (see i8inl and action point 8). The Slovenian
statistical authorities clarified that these equijgctions were not reported in the Table Vb of
the EDP related questionnaire because they araviéie threshold of 0.05 % of GDP, as
required by this table.

Findings and conclusions

Eurostat took note of the provided explanationspit@h injections into the Slovenian
Dwelling Fund will be investigated under Action po8.

3.3.6 Public Private Partnerships (PPP)

Introduction

In 2007 a new law on PPPs was established accotdimghich all PPP operations must be
registered at the Ministry of Finance (MF).

Discussion and methodological analysis

The list of PPPs is already available at the Siedis Office. The Slovenian statistical
authorities explained that there are two PPP ptojacthe local government level which will
be analysed by the Statistical Office.

Findings and conclusions

Action point 15: The Slovenian statistical authorities agreed to lgs@ the two Public

Private Partnerships (PPP) which were registered tae Ministry of Finance. The

documentation on the PPPs, including the nationahlgsis of these contracts and the
original contract, will be sent to Eurostat, whevadlable.

3.7. Treatment of non-returned banknotes and coinsn the context of the cash
changeover to the euro
Introduction

Eurostat briefly presented tliirostat decision on treatment of non-returned Inaés and
coins in the context of the changeover to the euro

Discussion and methodological analysis
The Slovenian statistical authorities confirmedttltzey are aware of this decision and

explained that coins and banknotes can still hametl to the Bank of Slovenia and therefore
this decision is still not applicable in Slovenia.
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Findings and conclusions

Eurostat took note of the provided explanations.

3.3.8. Others: Sale and leaseback operations, seitisation, Swaps, UMTS, Carbon
trading rights, Payments for the use of roads

Introduction

According to the Slovenian statistical authoritibere are no sale and leaseback operations,
no securitisation operations, no swaps and no dewpiof carbon allowances in the national
accounts.

Discussion and methodological analysis

The Slovenian statistical authorities confirmed thare are no sale and leaseback operations,
securitisation operations, swaps and carbon tratyngs operations.

As regards carbon trading rights, it was explaitined most probably in 2009 government will
have to purchase them, because it seems thatipoliatabove the threshold.

An UMTS licence was sold in Slovenia in 2001; f@0Imillion euro (first generation) and 12
million euro (second generation). The Sloveniartistteal authorities confirmed that the
treatment of UMTS licenses is in line wiurostat decision on the allocation of Mobile
Phone Licences (UMTS) of 14 July 2000

Findings and conclusions

Eurostat took note of the provided explanations.

3.4 Slovenian Restitution Fund (SRF)
Introduction

The Slovenian Restitution fund handles compenssatmngovernment for private property
confiscated after 1945. The issue was already sisstl during2005 EDP dialogue visit in
Slovenia The time of recording was decided to be at tfme twhen the claims were submitted
to the court by the former property owners.

So far, government issued 3 issues of bonds (SOB2R95; RS-21 and RS-39 in 2001),
which were shown as capital transfer (D.9) in magloaccounts. The capital transfer was
recorded in the year when the claims had to bestergid at the court (i.e. in 1995 and 2001).

Prior to the meeting, the Slovenian statisticahatrities provided to Eurostat a description of
the current treatment of SRF together with actash @f the SRF model.

Description of the SRF model
At the same time as the bonds are recorded asattapitsfer, they are also recorded in Other
accounts payable and from that year on an “imputetrest is calculated for each bond,
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which replace so called “delayed” interest (paidKveards in the year when bonds were

finally confirmed by court) in the profit/loss aaguts. The stock of Other accounts payable is
then reduced each year for the bonds which weredssand confirmed by the court in that

year.

Discussion and methodological analysis

The Slovenian statistical authorities explained tih@ amounts of capital transfer in 1995
(bonds SOS-2E) were revised once due to the urtdeet®n of valuation of the claims. At
the time of the calculation of the estimations, &h&ct figures were not available. These
amounts are now considered solid and final andpaéisible revisions shall be recorded
strictly on a cash basis.

Also the estimated amounts of RS-39 bonds from 208de revised in 2007. As already
stated above, all new RS-39 bonds from 2007 onwaiitibe recorded on a cash basis.

Eurostat stressed that the time of recording caatt tiee time of the court decision in the cases
when the established amounts are solid and accufates is not the case that the time of
recording should be on a cash basis. In the catiaeo5RF model, Eurostat agreed with the
Slovenian statistical authorities to record capitahsfers in 1995 and 2001, i.e. at the time
when the claims were submitted to the court antiahg revision of these amounts should be
recorded on a cash basis.

The recent proposal of government for additionalnes and repayments due to the damages
from the Second World War was also discussed.  estimated that these compensation
claims could amount to about 600 million EUR (iLlef % of GDP). The Slovenian statistical
authorities explained that the proposal has beeahdwawn from the procedure in the
government. These claims were already registefted the Second World War (in the late
1940s) and still have to be approved by the Radia. Thus the time of recording would be
at the time of the approval of the law by the Ranknt.

In 2007, according to the court decision, governnimas to refund to households the amounts
which they invested in the past in the TELEKOM @ammunication Company)
infrastructure. This was done through the Sloveriastitution Fund. The repayments to
households were recorded as capital transfers ;(B8pnillion EUR in 2007 and 80 million
EUR in 2008.

Findings and conclusions

Eurostat took note of the provided explanations.

Concerning the Slovenian Restitution Fund (SRMas confirmed by Eurostat that the time
of recording of the restitutions is when the clawsre submitted to the court. It was also

agreed that all possible further revisions of théngated amounts will be recorded strictly on
a cash basis.
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4. Other issues

4.1. ESA95 Transmission Programme (tables 2, 6,9, 11, 25, 27 and 28)
Introduction

The Financial Accounts data have not been usedit® id the EDP notifications, i.e. EDP
table 3. Financial accounts data are the respdibgilnf the Bank of Slovenia. As a
consequence, there are rather big differences bet&@B®P table 3 and ESA table 6 and 27 for
financial transactions (for some instruments arolift of GDP).

The Statistical office reported that the first pityp of the Government Finance Statistics
Working Group (WG) is to solve these inconsistesiciehe WG compared and analysed data
sources of the Bank of Slovenia (used in finanatalounts) and data sources used in the EDP
reporting by main units, subsectors and financisdruments.

Slovenia has a derogation for the transmissionnaiial financial accountéESA 6) for the
period 1995-2001. Quarterly financial accou(@AGG) data is available from 2004Q1,
while according to th&egulation No 501/2004lata from 1998Q4 (stocks) and from 1999Q1
(transactions) should be delivered.

Discussion and methodological analysis

Eurostat stressed the importance of eliminatingitivensistencies between EDP data and
Financial accounts data and welcomed the ongoing imadhe WG.

The Bank of Slovenia explained that, after comgargources between EDP data and
financial accounts data, the WG reached a conciutbiat for itemsCurrency and deposits
(F.2), Securities other than shar€s.3) andShares and other equiffr.5) financial accounts
data can be used. The WG did not reach a concldsiodther accounts payable/receivable
(F.7), because SORS does not have data on stodks@mnand therefore comparison between
sources was not possible. It would be possible niesiess to combine different data sources,
i.e. financial accounts data would be used foraheve mentioned instruments and Ministry
of Finance data would be used for Other accountsvable/payable.

The Slovenian statistical authorities consider ffiabncial accounts data are a better source
for instruments such as F.2, F.3 and F.5.

The Ministry of Finance uses direct sources forabepilation of EDP table 3. The Bank of
Slovenia explained that they are also using dismirces, but (complementary to these
sources) other data sources are also being usel, asubanking statistics. The Bank of
Slovenia uses two sources of data or in some easesthree sources of data (for securities).

The Slovenian statistical authorities also repotteat data on debt in the local government
has been already improved with data from the Bdri#mvenia (i.e. financial accounts data).

Eurostat proposed to the Slovenian statistical aiites to further analyse in detail the
differences between the different data sourcesemait back to Eurostat.
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Eurostat also underlined that the Regulation No/'ZWl4 requires longer time series than are
currently provided by the Slovenian statistical hawities. The Slovenian statistical
authorities took note of this issue.

Findings and conclusions

The Slovenian statistical authorities are not usiggfinancial accounts data as a source of the
EDP table 3. As a consequence, big differenceobserved between EDP data (source of
data is the Ministry of Finance) and financial aguts for the general government
(responsibility of the Central Bank).

Action point 15: The Slovenian statistical authorities agreed topare a note which will

provide the following information:

- detailed explanation on the sources of data beseduor EDP tables 3 and for financial
accounts;

- preparation of EDP table 3 filled in with the fingial accounts and with data from the
Ministry of Finance in order to observe the diffieces by instruments;

- detailed analysis of the differences in order tmdfithe explanations for the
inconsistencies.
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Annex 1: List of participants of the EDP dialoguevisit to Slovenia 26-27 June 2008

Statistical Office of the Republic of Slovenia

Mr. Andrej Flajs
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Mr. Stane Vencelj
Mrs. Eva Kriznik

Central Bank (Bank of Slovenia)

Mr. UroS Gersak
Mrs. Vesna Lukowi
Mrs. SasSa Kou&g

Eurostat:

Mr. Luca Ascoli, Head of unit Public Finance
Mrs. Simona Frank, desk officer for Slovenia
Jean-Pierre Dupuis, Expert

DG ECFIN
Jan Komarek, desk officer for Slovenia

ECB
Christophe Duclos
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