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Executive summary

An EDP dialogue visit to the Slovak Republic todage on 10-11 March 2008 with the aim
to analyse the October 2007 EDP notification (anstubs possible revisions for the
forthcoming April 2008 EDP notification); to reviewhe sectorisation of some units,
particularly the unit dealing with the building obad infrastructure, hospitals and health
insurance companies; and to ensure that the pomgsirom the ESA95 Manual on

government deficit and debt (MGDD) and the recamiBtat decisions are implemented and
that specific government transactions are apprigbyiarecorded in the Slovak EDP

notification tables and national accounts.

Concerning the EDP tables, Eurostat focused mainlyeviewing the lines under the section
"Other adjustments"” of EDP Tables 2. Already int8eyber 2007 Eurostat had suggested that
details should be provided for "other accounts ixed#e” and "other accounts payable”. The
request of Eurostat was renewed in the EDP misdtomostat also suggested systematic
cross-checking of EDP Table 3 figures with moneg banking statistics.

Particular attention was given to the issue of g&ation of some units: the National
Motorway Company (NDS), hospitals, and the heattdurance companies. In the Slovak
Republic, the NSI is responsible for the delimdatiof the government sector for national
accounts purposes. The 50% criterion allowing teerteine the market / non-market
character of a unit is regularly applied. The MOt &BS are consulted during the process.
The most problematic issue in this context appe#welde the sectorisation of the NDS, a
public unit in charge of building and maintainirfgetroad infrastructure as well as selling
vignettes. In the case of hospitals, Eurostat wedscanvinced that accounting choices made
in respect of classifying hospitals are appropreatd asked a complete note to explain in
detail how the classification of hospitals are dofso the reclassification of private health
insurance companies was recommended, except forflones and stocks relating to
compulsory health insurance schemes

With regard to the change of the methodology faording taxes and social contributions
requested by the Slovak authorities and approveddrpstat before the April 2007 EDP
notification, Eurostat reviewed the time-adjustedic method used by the Slovak authorities
for the first time in April 2007. In this context, was found that the new method involves
some elements (relating mainly to corporate inctemeand tax for self-employed persons) of
revisions risks, because the data is only finalAptil n+2. Eurostat invited the Slovak
authorities to study the flexibility provided by ES5 for recording such amounts in cash.

A mistake occurred in the calculation of accruaeiast for 2006 in the context of the April
2007 EDP notification which led to an importantisgan of the data in October 2007. This
correction worsened the deficit by around 0.33%DP.

As far as the compliance with the rules establisbgdthe MGDD are concerned, e.qg.
treatment of guarantees, debt assumptions, delmelations, debt write-offs, dividends,
military expenditures, EU flows and other specifiovernment transactions, no particular
problem was pointed out by Eurostat, as the treattimethese operations seems to be in line

! Classification of private health insurance companglated to public compulsory health insuranbese was
discussed during the EDP mission. Both sides agteddhe Slovak statistical authorities would @nep
material on recording of private health insurancpanies in the system of the National AccountSRf



with the rules. Eurostat took note of the non-@xist of public-private partnerships, sale and
leaseback and securitisation operations involviogeghment units in the Slovak Republic.

Eurostat highly appreciated the transparency ofstldstical information provided by the
Slovak authorities, reflected in the high volumel @uality of the supporting documentation
provided before and during the visit, as well aghea participation of experts on different
fields not directly relating to government finansetistics during discussions on specific
issues. Eurostat also appreciated the profesdievell of the staff involved in the compilation
of government finance statistics.



Introduction

In accordance with article 8d of Council Regulati@&@C) No 3605/93, as last amended by
Council Regulation (EC) No 2103 of 12 December 2885egards the quality of statistical
data in the context of the excessive deficit procedEurostat carried out an EDP dialogue
visit in the Slovak Republic on 10-11 March 2008.

The delegation of Eurostat was headed by Mr. Ndrliirector of Directorate C, National
and European Accounts. The Directorate GeneraEtmmomic and Financial Affairs (DG
ECFIN) and the European Central Bank (ECB) paritgd also in the meeting as observers.
The Slovak authorities were represented by the W&, MOF, the NBS and some other
agencies which were present according to the pointise Agenda. The list of participants is
in Annex 1.

The previous Eurostat EDP mission to the SlovakuRkp took place on 5-7 September
2007.

The visit of the 10-11 March 2008 focused on 1)lysiag the October 2007 EDP
notification, also in view of the expected revisom the forthcoming April 2008 EDP
notification, 2) reviewing the change in method tbe recording of accrual taxes, and
assessing its reliability, 3) further clarifyingettsectoral classification of some units (in
particular of the National Motorway Company andgitas), and 4) clarifying the treatment
of accrued interest.

Eurostat appreciated the amount and the qualitynfarmation provided by the Slovak
authorities prior to the mission. Eurostat exprdssatisfaction for the professional
presentation of the issues done by the Slovak atigsand congratulated them for the work
that has been undertaken in the field of governnferdnce statistics including EDP
reporting.

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 Slovak stati$tahorities, who may provide
comments. Within weeks, thRrovisional findingswould be sent to the Slovak statistical
authorities in draft form for their review. Afted@stmentsFinal Findingswill be sent to the
Economic and Financial Committee (EFC) and pubtistre the website of Eurostat.

1. Statistical capacity issues
1.1 Institutional responsibilities
Introduction

During the 2007 visit Eurostat took note of theséirg arrangement for the compilation of
statistics on general government sector: ESA95esabbmpiled by the NSI, EDP figures
compiled in co-operation between the NSI and MQig the IMF GFS 2001 data compiled
by the MOF. While taking note of an improving coogg®n between the NSI, MOF and NBS
reported by the representatives of these institgti&urostat encouraged further cooperation.



Discussion and methodological analysis

The Slovak authorities shortly explained that idesrto further emphasise co-ordination of
EDP work, a meeting was held in January 2008, wtiexestructure of co-operation between
institutions was defined. This co-operation wonkgwo different levels; there is a top level
where directors meet regularly and a middle lewdlere meetings are held weekly at the
level of head of directories level. This is thedewat which practical issues relating to
compilation EDP notification is discussed and sdlve

Findings and conclusions

Eurostat took note of these existing arrangememtghe compilation of EDP notification.

1.2 Data sources, EDP inventory

Data sources

Introduction

During the 2007 EDP visit Eurostat evaluated theasion with respect to data sources as
very good, both in terms of classification, timels and coverage. The State Treasury is the
provider of source data for central government,iadosecurity funds and budgetary
organizations of higher territorial units and theubsidised organisations included in local
government. The Data Centrum is the source dat@idmo for the local government
budgetary and subsidised organisations of munitigsl which are also included in local
government.

Eurostat took then note of the fact that the udifodassification of operations enforced in
2005 and the centralisation of data reporting witlie State Treasury enforced in 2004, had
been instrumental to a noticeable improvementnreliness and accuracy of the compiled
government finance statistics and of EDP reporting.

Discussion and methodological analysis

The Slovak authorities informed Eurostat that s$iturahas not changed from September
2007. They only added that the NSI will be givenanine access to the State Treasury
database.

Findings and conclusions

Eurostat took note of the current situation.

EDP Inventory

Introduction

In the 2007 EDP mission Eurostat noted that the EiM@ntory of the Slovak Republic is
comprehensive and easy to read. Eurostat suggesisck textual improvements and
reminded that the information in the Inventory ddole consistent with other information



(e.g. military expenditure) provided to Eurostaicts as the Questionnaire related to EDP
Tables.

Discussion and methodological analysis

The Inventory was not reviewed, because it had beerewed in detail only half a year
earlier, but the Slovak authorities informed thaing of the annexes to the Inventory will be
updated in 2008.

Findings and conclusions

Eurostat took note on the information provided.

2. Follow-up of the EDP visit of 5-7 September 2007

The follow-up actions of the previous visit weresaissed according to the points of the
agenda they belonged to.

3. Analysis of EDP Tables — follow-up of the Octols2007 EDP reporting

Examination of the October 2007 EDP notification

Revision policy on actual data

Introduction

In the October 2007 EDP notification, the NSI reslfed the Slovak Television (STV) and
the Slovak Radio (SRo) into the government sedbat change is only related to the years
included in the notification tables (2003-2006).eTINSI is currently working to extend the
reclassification for the years 1995-2002 and thé Esble will be modified in that respect
during the October 2008 EDP notification.

Discussion and methodological analysis

Eurostat asked if the Slovak authorities would adsehave preliminary results available for
the forthcoming April 2008 EDP notification. Theo8&k authorities informed Eurostat that
as they had only some estimation available at ploisit of time, they would like not to
provide these to Eurostat because of the prelipinature of the data.

Eurostat also asked whether the Slovak authorxgect noticeable revisions for the 2004-
2006 data in the April 2008 EDP notification. Thievak authorities confirmed that they are
working for introducing the reclassification of ragnd television companies in the historical
data (1995-2002) and that they don't expect bigsi@vs to data in April 2008 notification.
Findings and conclusions

Eurostat took note on the information provided.



EDP Tables
Introduction

During the September 2007 EDP visit Eurostat recended, with respect to EDP Tables
2A-2D, to report in them details on “other accoumtseivable “and “other accounts payable”.
That did not take place during the October 2007 HidEfication round even though the

Slovak authorities provided a very detailed tablethe September 2007 mission. Also during
the September 2007 EDP mission Eurostat requestegst@matic crosschecking of the
figures reported in EDP Tables 3A-3E with Money &adiking statistics (MBS). That had so
far not taken place before the mission.

Discussion and methodological analysis

The Slovak authorities explained that becausenoé tconstrains they could not yet provide
details on “other accounts receivable “and “othmxoaints payable”, but that they will do so
in the future.

The crosschecking with Money and banking statistias discussed very briefly since to this
issue the NBS provided in advance a comprehensivgrgss note containing all relevant
information. The progress note has explained syeptép development of cooperation
between the NBS and the NSI in the field of harreation of general government quarterly
financial accounts with money and banking stass{gince the first recommendation of EDP
mission in 2005 had been obtained) which is necgssadition that would allow the NBS to

realize the systematic crosschecking of GG findnataounts in relation to the sector of
financial corporations (S.12) with money and bagkstatistics. The cooperation significantly
intensified in 2007 in respect of the forthcomindgJWA reporting obligation of the NBS to

ECB. One of the important outcomes was a mutuateagent on application of identical
bridge tables with ESA codes for financial instrumisefrom reports of money and banking
statistics at compilation of GG financial accoumtsrelation to the sector of financial

corporations (S.12) as well as for compilation ofJBA. The NBS explained that the

systematic crosschecking will be done at the oocasi compilation of quarterly financial

accounts of monetary union of which first obliggtalata transmission to the ECB will take
place at the beginning of 2009.

Findings and conclusions

The Slovak authorities informed Eurostat that tinst fobligatory transmission of quarterly
financial accounts of the monetary union to the B&@Btake place at the beginning of 2009.
The Slovak authorities agreed to provide detail®threr accounts receivable and payable of
government from the April 2008 notification onwards

4. Methodological issues and recording of specifgovernment transactions

4.1 Delimitation of general government

National Motorway Company (Narodna dialnicna spolost - NDS)




Introduction

The issue of the sectorisation of the NDS was wailty only briefly discussed during the

EDP visit in 2005, given that the NDS accounts md have yet any impact of government
accounts and that financial reports of the NDS wereavailable yet. At that time, Eurostat
had questioned the proposal of the Slovak stagis@tithorities to classify NDS outside
government, as well as the autonomy of decisiothisf entity, based on its inability of (1)

selling its assets, (2) determining its investnpoiicy and (3) determining its pricing policy.

During the September 2007 EDP visit the matter wassussed more profoundly and
representatives of the NDS, including the ChiefaRiial Officer, were present during the
discussions.

Discussion and methodological analysis

The National Motorway Company (NDS), establishe@®@5, is currently classified outside
the general government sector, as a public nomdiahcorporation.

The main activity of the company is to build motags. Other activities include maintenance
of motorways and roads and some minor side a@sififhe maintenance of roads is made
through contracts with regions and higher terrdbunits, against payments (50 million SKK
in 2006).

The financing of NDS consist of: revenues from etjes (1.8 billion SKK in 2006), funds
received from the State budget (1.9 billion SKK)) Enancing (7 billion SKK) and loans
from financial markets (7.3 billion SKK). Currentgenditure in 2006 amounted to 1.8 billion
SKK and capital expenditure to 17 billion SKK. Tfigancing from the State is set up by an
agreement between the NDS and the Ministry of Tparis Posts and Telecommunications
(the NDS is under the responsibility of the Minystrof Transport, Posts and
Telecommunications) and consists for about halftttal amount, of an investment grant
(part of the co-financing) and for the remaindemwintenance contracts. The receipts and
outlays of the NDS are predominantly constitutedcapital operations, given the active
programme of road construction. Sale of vignetted maintenance contracts constitute a
rather small part of total income. The NDS compledh the 50% rule criterion for
market/nonmarket (80.79% for the year 2005, 76.7@®8the year 2006) based on the above
activities, but would fail the criteria if the bdihg expenditures would be treated as costs; the
Slovak authorities pointed out that capital exptmdiare not to be taken into account, under
ESA95, for the 50% rule criterion.

According to the law on priority infrastructure peaty, the NDS is the owner of motorways
and speed roads. However these assets cannotdbd kelvignettes (stickers) are obligatory
for entry on motorways and a vignette can be botmhi day, 1 week, 1 month or 1 year.
The price for a one year vignette was in 2007 13R& (about 40 Euro), which would seem
unsustainably low in the long run. The governmant not NDS, decides on the price of the
vignette, but increases in prices are proposech®yNDS. Starting from the year 2009, it is
envisaged that electronic tolls could be progreggiintroduced.

During the 2007 EDP visit Eurostat noted thatéisent guidance note on the classification of
payments for the use of roads would imply that nexeefrom vignettes can be considered as
sales for the 50% test, assuming that the low prfcéhe annual vignette reflects a limited
network of road availability (i.e. it is expectemrise in the future).



It was explained that the NDS cannot decide ofntestment policy (where and when to
build which motorway), as it is obliged to followe government decisions in the context of
the Slovak Republic commitments to the EU in trerfework of the TEN (TransEuropean
Network). Nevertheless, the NDS decides on theispatons of construction. The Board of
the NDS consists of five executive board membeosienof which is a representative of
government or a former MOF employee. The NDS carmagts own, in line with the public
procurement law, when organizing PPP projects fatdimg infrastructure. Its autonomy
remains very limited in its function of priority frastructure property manager/owner: it
cannot build without authorization, cannot sellnmat contract out its priority infrastructure
property under concessions, and cannot close roads.

The NDS borrows without government guarantees ftat clear what would happen in case
of bankruptcy, given that assets were not re-dellaind it can be wondered whether the
lenders had not figured out that a de facto guaeaekisted in law. Eurostat suggested that
this point may be enquired.

The NSI has been undertaking a detailed analysith@ef NDS and the figures for net
lending/net borrowing of NDS were provided in Novmn 2007 (see table below).

Narodna dia Pnién& spolo €énost), a.s.

v mil.sk
Ukazovatel Rok
2005 2006
B.9 Cisté pozi éky poskytnuté/prijaté 5,230 -6,050

Two representatives of NDS in the meeting alsormfal Eurostat that NDS have been
granted the right to independently decide the arnsofor the payments for the use of roads
since 1 January 2008. They also informed that ND& chot issue bonds or money market
instruments but obtain their financing from the keds and that at the moment they have two
bank loans from big consortiums. The representatdfeNDS explained also that commercial

banks are lending money to NDS because they cathegeotential cash flow coming to the

company if the toll system will be introduced itk@ Slovak highways.

Eurostat enquired if there are any plans to pajddinds. The NDS representatives told that
there were no plans to pay dividends because ibatprto the company is to maintain and
build roads.

Findings and conclusions

Eurostat concluded that as far as the classificatfdhe NDS (National Motorway Company)
is concerned, the Slovak statistical authoritiel pvovide to Eurostat a copy of the business
plan of the comparfy Under the current accounting framework Eurostatsiders that the
sector classification of NDS might be considereprapriate. However Eurostat also recalled
that the task force on major infrastructure invesita is at present dealing with similar cases
of classifications as the NDS one and that thishinigsult in the adoption of new decisions
and recommendations, although this decision willb@expected to be retroactive.

2 The Slovak authorities provided the business pfaDS at 31 March 2008.



Hospitals and health insurance corporations

Introduction

The question of the sectorization of hospitals digsussed during the September 2007 EDP
visit, but at the time the NSI was not able to expthe system of financing in detail. Eurostat
asked further information to be provided as soompassible: "explaining the Slovak health
care organization, detailing the financing of htalgi and analysing their accounts, as well as
a copy of the price list of services provided bgpitals". The issue of classification of health
insurance companies arises also from the desaripfierganisation of health care services in
the Slovak Republic.

Description of the Slovakian case

A large majority of hospitals are currently classif outside the government sector. Both
public and private hospitals exist in Slovakiahaligh it is a bit unclear to what extent the
number and size of for profit private entitiesigngficant.

It seemed that a price list exists for servicewvioled, but that each hospital has contracts with
various “health insurance companies”, with varyprges for the "points”. Health insurance

companies, which compete for insuring householdsnlyurse hospitals for the services

provided to patients according to the payment retguthey receive. They are classified in the
government sector. It seems that hospitals araewstbursed according to the actual costs
they have.

According to a note sent by Slovak authorities @arS2ptember 2007, payers of public health
insurance premiums are defined in Act No 580/2004ealth insurance. They are:

1. employed persons;

2. self-employed persons;

3. employers;

4, the State — It seems the State pays on behaifofed persons who are not employed

or self-employed, where they do not have a taxamteme higher than % of the total
minimum wage in the relevant period;

5. persons who are neither employed nor self-enggl@and for whom the State does not
pay insurance premiums (“voluntarily unemployedspas").

In 2006, the share of the State as payer of inserpremiums amounted to 29.9% of the total
collected, while 70.1% was collected from otherunasice-premium payers. Of the total
volume of State budget funds under the MinistryHefalth heading for 2007 (i.e. SKK 30

billion), the majority (i.e. SKK 27 billion) condts of premiums for State-insured persons.

Health care costs are covered by public healthramae funds under the terms of Act No
577/2004 on the scope of health care covered byicpliealth insurance and on the
reimbursement of health-related services, as angenidas Act lays down the scope of the
health care covered by public health insurance,wleat health care is fully or partially
covered by public health insurance and what isarad, the scope of reimbursement of health-
related services.

Concerning the regulation of health care activitiggs, under the government-adopted policy
aimed at liberalising prices during 2006, the SloMinistry of Health gradually deregulated
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the prices of health care activities and limitedg@regulation to activities where regulation is
required in the public interest, and which are thinategically important (such as emergency
health services, medical first-aid services, blpogparations, tissue transplants etc.).

The method of payment and the amounts of reimbweeror activities with deregulated
prices are the subject of contractual arrangemeetiween the health insurance systems and
health care providers, whether State or privatehHeealth insurer has its own price policy
and may, under the Prices Act, make individualrageanents when awarding contracts with
individual health care providers.

The payment method for outpatient health care iietsvin the form of a points system and
the fixing of prices per point is one possible fopfnpayment. For deregulated prices, this is
not binding and is subject to agreement betweepanies.

Government Regulation No 223/2005 lays down thdtHeectivities Catalogue, containing a
detailed list of activities in the health systenov@nment Regulation No 226/2005 lays down
the amount of reimbursement for health care paid bgalth insurer to a provider of first-aid
health care services, in which the prices and thieites listed in the annex and their score
values are determined; the prices of other Statwitees (the price of one point) are
determined by health insurers individually.

Health insurance corporations are classified ingioeernment (S.1314), even though some
are private.

In this case, there are two separate classificasenes: First the sectorisation of health
insurers within insurance companies (S.125) oresutsocial security funds (S.1314).
Second, the sectorisation of hospitals.

Health insurance companies

Discussion and methodological analysis

The question at stake is the appropriate sectmrsatf health insurance corporations:
whether they are entities engaged in the manageafentsocial security scheme or another
type of social insurance (i.e. so called privateesaes).

For this point of agenda also representatives fidmistry of Health were present. The

Slovakian authorities explained that all healthumasice companies are currently classified in
the sector Social security institutions S.1314. ttnal there are six health insurance
companies, of which two are public and four ar@gie companies. According to the Slovak
authorities every single person has to particigatéhe system and paid contributions are
defined by the government, but individuals can &eoto which health insurance company
they want to participate. Government decides thellef contributions and also what kind of

health care operations which are to be covereth&gystem.

The health insurance companies can negotiate vasipitals how much they pay for each
point (each service can have a value of differembunt of points) or operation. The system
of points defines how health care facilities arempensated — price of the service. There exist
also other systems for compensating health carédes, for example health care provider
can negotiate for some kind of globally defineccewith a health insurance company, have
an invoice system etc.
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Health insurance companies (private or public) peshaps be seen as managing the social
insurance scheme on behalf of government, and ESARt suggest recognizing that
general government is the principal party in thargement.

ESA95 paragraph 1.38 statesThe system’s treatment of most transactions is
straightforward; that is, the transactions are reded in the same way as they appear to the
institutional units involved. However, some trarigats are rearranged in order to bring out
the underlying economic relationships more cleafisansactions can be rearranged in three
ways: rerouting, partitioning and recognising thengipal party to a transaction”.

According to paragraph 1.4IWhen a unit carries out a transaction on behalfaoiother
unit, the transaction is recorded exclusively ie @iccounts of the principal. As a rule, one
should not go beyond this principle and try, fostance, to allocate taxes or subsidies to
ultimate payers or ultimate beneficiaries under diu®ption of assumptions”

Thus, the health insurance companies would onlfoparan intermediary function as far as
compulsory health insurance is concerned. An opti@uld be to record revenues from
compulsory health insurance contributions and haalturance benefits as well as associated
assets and liabilities in the accounts of genesaegiment, and to record other flows relating
to operating activities (compensation of employefegs collected etc.) outside general
government — at least for the private entities.

Consequently, the health insurance companies 4at tee private owned companies) would
be classified in the corporation sector assumirag they fulfil ESA95 criterion for market
producers, except for the flows and stocks relaingompulsory social security scheme.

Findings and conclusions

The Slovak authorities informed Eurostat that fout of the six existing Health insurance
companies are private companies classified insilgeigdl government. Eurostat found it
difficult to accept that private insurance companiare classified inside the general
government sector. Eurostat considered that ruleseator classification of units should be
applied and recommended the Slovak authoritiesdlassify these companies outside general
government in the fiscal data to be reported in Alpeil 2008 notification, except for the
flows and stocks relating to compulsory health rasae scheme.

Hospitals

Discussion and methodological analysis

The issue discussed was whether the public hospkaduld be classified inside or outside the
general government sector. When defining what aarcdnsidered as sales in the case of
hospitals, the Manual on general government dediwit debt says at paragraph 5.5:

Eurostat 1999 “Survey on the sector classificat@npublic hospitals and homes for
elderly in ESA95” revealed important differencesoaig Member States concerning the
way the payments are made by the general governmeublic hospitals:

1) according to their costs;

12



i) according to a negotiation (global budget) betm general government and each
hospital. These negotiations focus on several facftinal output, maintenance of
building, investment in technical equipment, paytsiér compensation of employees);
iii) according to a system of pricing applied omdypublic hospitals;

Iv) according to a system of pricing applied totbptublic and private hospitals.

Only payments made under iv) can be consideredlas.s

The Slovaks consider that the existence of priyaeducers guarantees that prices are
economically significant. Only payments subjecttlie same price system, applied to both
public and private hospitals, can be regarded es.shhe market nature of the environment
arises from the fact that the Slovak legislatiorvegaing health care provision does not
mention different conditions for private and "Stdtilities.

There is a question whether a theoretical appboaid private providers or the existence of a
few private hospitals is sufficient in the conteft criteria iv). One might interpret iv) as
establishing a criteria where a sufficiently larggmber of private hospitals using the
common price lists is required to prove that theeplist is indeed economically significant.

Private hospitals focusing on high standard (argtlgpservices cannot be deemed as good
terms of comparison. By the same token, an arraagemhere private hospitals engage in
certain types of medical acts, shunning costly éatervention, might put a question mark if
they are genuine comparators.

The Slovak authorities tried to explain the exigtiospital system, but the subject turned out
to be a bit problematic because even after thauggson it was unclear how many hospitals
there are in Slovakia and in which sectors theyctassified. It seems that the majority of
hospitals are owned by general government (eitiierelmtral or local government or also by
higher territorial units), but it was unclear hovamy private hospitals there are in the Slovak
Republic. According to the explanations providedimy the meeting, it seems that 23
hospitals are classified in the sector "Non-profititutions serving households"” S.15 and it
was unclear why these hospitals have been cladsifito this sector in the first place.
According to the explanations provided by the Skowathorities, hospitals are financed by
the reimbursements based on their contracts willitthéaxsurance companies. A majority of
hospitals are making losses, even if they are imeinginancial transfers from the Ministry of
Health. Hospitals just build up debt and reportoitMinistry of Health, which in its turn
forward this information to government. It was el if the hospitals receive transfers from
regions and municipalities.

Findings and conclusions

Eurostat is not convinced that the accounting @®iade in respect of classifying hospitals
are appropriate. There are at present doubts witth sectors units are classified in national
accounts. There are also doubts on whether thsifitasion is done correctly, based on the
explanations provided during the meeting. EuroBiahd also difficult to understand why
some hospitals seem to be classified in the se®tbdb. It was also not fully clear how
revenues are classified for the purpose of the etaakd non-market test (50%). The Slovak
authorities are to send, in the context of the IR0D8 notificatiori, a complete note on these
issues, listing entities by categories and speaujfyivhere they are classified in national

3 31° March 2008 Slovak authorities sent a short nottherrecording of hospitals in the system of nation
accounts.
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accounts currently and on what basis, and how wikye classified in the fiscal data of the

April 2008 notification and in future notificatiorend on what basis the decisions will be
taken. The note should also contain precise infaonan whether there are private hospitals
in the Slovak Republic and on their number, the wayhich they are financed, their precise
activities and indications of their profitability of the extents of their losses.

Semibudgetary organisations

Introduction

Before the September 2007 EDP visit Eurostat whsnred that the NSI was in the process
of assessing the 50% rule for the semibudgetargnsgtions. For the purposes of the 2008
EDP visit the NSI was asked if the preliminary teswere available. The NSI provided a

working document for assessing the 50 % rule arahgbs in the sector classification have
taken effect from 1 January 2008.

Discussion and methodological analysis

The results of the reclassification exercise weseussed, according to the file provided prior
to the mission. It seemed that 47 units were reiflad to the general government sector
(S.13) and 30 units were reclassified to non-fim@ncorporation sector (S.11). Eurostat
wondered why units will be reclassified only frommetbeginning of 2008 and why these
changes are not implemented in earlier years, edjyebecause many of reclassified units
seemed to be, for the whole period under reviethgeiabove or below the 50 % rule. When
asked, the Slovak authorities said that the impactclassifying backwards these units would
be very small because the units themselves aresveayl.

Findings and conclusions

The Slovak authorities presented to Eurostat thelte of the application of the 50% rule to
semi-budgetary organisations. Eurostat, while catdmting the Slovak authorities for the
work undertaken, considered that the reclassiboabf some units inside government or
outside government, should be undertaken not amgn f2008 (to be shown in the EDP
notifié:%tion of 2009) but from 2004 onwards, asads¢ems to be now fully available for such
years'”.

Slovak Television (STV) - update

Introduction

Based on the discussion during the September 2@ \&sit, the STV (together with the
Slovak Radio- SR0) was classified inside the gowenmt sector in the October 2007 EDP
notification.

* A note/description on the matter was providedhsy$lovak authorities on 26.3.2008.

® The Slovak authorities stated on 26 March 2008e" st assessment of the 50% rule was appliecanfar
2004 - 2006. As a result 51 units was reclassifidd S.13 and 30 units outside S.13. This changs wa
introduced in Register of Organizations as of bstuary 2008. The 50% rule had been applied foripusv
years as well. SOSR supplied the detailed desoniptif the application of the 50% rule to Eurostataa
background document for the previous EDP missiarisgjon in 2007 and 2005)."

14



Previously the STV was classified outside the goremt sector. The main financing comes
from the TV licence fees paid by households (“cesamary fees”) and from sales of
advertisement spots. During the visit, Eurostaéddhat to the extent that the fees are paid by
each household possessing a TV set, regardlesteaviibey intend to watch the public TV or
not, it was difficult to recognize a voluntary phbase of a service by consumers. Eurostat
noted that the issue was under review in Europd, that some national accountants had
already reclassified these amounts as taxes (1B, Oie NSI expressed also the opinion that
the revenue from the fees should be treated as a ta

Discussion and methodological analysis

The Slovak authorities were asked if the proportbrsales to costs was studied during the
reclassification process. They confirmed that isvabne and the ratio was below 50 %.
Eurostat explained that similar kind of reclassifions decisions were made also in other
Member States.

Findings and conclusions

Eurostat took note of the public radio and tel®ns(STV and SRo) reclassified inside
general government. The Slovak authorities inforitined the data from 1995 to 2002 will be
revised before the end of the year (the data f@32ZD06 had already been revised in the
October 2007 EDP notification).

4.2 Accrual data
4.2.1 Source data and methods for accruals
Introduction

The press reported in November 2007 that approeiymat.2 million pensioners were
supposed to receive a "Christmas bonus" for a tiftal6 billion SKK (0.09% of GDP), but
the government hadn't decided if that could be paidecember 2007 or only in January
2008. The government had not given its approvahéostate insurer Socialna Poistovna to
pay it out, because it was unsure if the bonus ev@dpardise the entry into the Euro zone at
2009 because of its negative effect on the deficit.

Discussion and methodological analysis

The Slovak authorities explained that the "Chrigm@onus" was finally paid to the
pensioners in December 2007 and it is recordechén 2007 figures. Eurostat found the
provided explanation satisfactory.

Findings and conclusions

Eurostat took note on the information provided.
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4.2.2 Accrual taxes and social contributions

Accrual taxes and social contributions

Introduction

In line with the Regulation 2516/2000 and the Cotlbest practice and following a formal
approval from Eurostat, the Slovak Republic chanted methodology for recording taxes
and social contributions for the April 2007 EDP ification, using a time-adjusted cash
method instead of the assessment method hitherpdoged. During the September 2007
EDP visit it was explained that the reason for ¢hange in method was that the method of
assessment based on calculation of coefficientoeay and prone to errors.

The Slovak Republic is currently using the so-chlfsimple time-adjusted cash method",
which only takes into account the administrativedilags between the accrual moment and
the "due for payment date” (i.e. neglecting theher delays arising from the delinquency of
claims in arrears). For the calculation of the ocogbe and personal income taxes, the current
method in use shifts the final settlements backeardthe year of economic activity, which
implies an estimate for the first notification opA.

According to the note provided by the Slovak authes for the purposes of this mission, the
status of the data during April notifications i tlollowing:
» Personal income tax from dependent activity, scmaltributions and exercise duties
— final data are available
* Value added tax - semi-final data are available
» Corporate income tax and personal income tax frelfresnployment — only estimates
of data pertaining to final settlement are avadalficcording to the note the problem
was the same also for the "coefficient method" Whi@s in use before.

According to the note, revisions between the Aanitl October 2007 notifications have been
mainly in three items:

» Personal income tax from self-employment (- SKKiléon),

» Corporate income tax and (+ SKK 1.3 billion)

» Social insurance contributions (+ SKK 1.0 billion).

Differences in Corporate income tax and Personabrite Tax from self-employment result
from the fact that they are only estimates durimgilnotification (as mentioned above). The
problem with Social Insurance contributions is eliént.

The problem stems from the existence of fully-fuhgension pillar (second pillar) which,
according to Eurostat's methodology classified idatthe general government sector. It was
discovered in the year 2007 that the monthly casth dn social insurance (within the GG
sector) are higher than they should be. This islse the Social Insurance Agency (SIA),
which is responsible for collecting and sendingtabations to the second pillar (outside the
GG sector), records its monthly cash data in aorimect way. The Social Insurance Agency
(SIA) records contributions sent into the seconithpinot contributions received for the
second pillar. As there is a time lag between racgiand sending money into the second
pillar, on a yearly basis social insurance revaswervalued.
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In February 2007 the Social Insurance Agency wiediso provide detailed data, based on
cash received. Based on these data, accrual sooimlbutions for 2005 were revised in April
2007. Similarly, in October 2007, accrual contribos for 2006 were revised downwards (-
SKK 1.0 billion). According to the note prepared the Slovak authorities SIA will provide
correct data at the end of February 2008 for thal 008 EDP notification, therefore it is
not expected to have such revision as in the Oct2®@7 EDP notification.

During the September 2007 EDP visit Eurostat regaethe estimates of the taxes calculated
using the “assessment method” for the year 2006tder to compare them with the results of
the time-adjusted cash method. The comparison ghdlvat the effect in 2006 was 0.1 % of

GDP - the new method slightly lowers the tax reventhe Slovak authorities provided also,

for the purposes of 2008 EDP mission, their latsdtmates for general government tax
revenue in 2007. Those estimates were preliminary.

Discussion and methodological analysis

It was confirmed by the Slovak authorities durihg tiscussion that the current time-adjusted
cash method contains some instability in recordax@s till April N+2, because for Corporate
income tax and Personal Income Tax from self-emplayt data available are only estimates.
Eurostat reminded that the system already allowsfléxibility in the recording of such
amounts as cash, as specified in ESA 95 par. 582tlas could provide a way to avoid
significant revisions of data in successive EDHfication. Representatives of the Ministry of
Finance didn't find this a very good approach ad that from their point of view accuracy
of data would be lost.

For Social insurance contributions it was explaittet Social Insurance Agency will provide
detailed data on 15 March (for the April notifiat) which will then be verified. By using

this detailed data, hopefully revisions such aseh@ October 2007 will be avoided, but it
was also noted that this item might contain revisiseks as well.

Findings and conclusions

Eurostat congratulated the Slovak authorities ierwork they have done in the recording of
taxes and social contributions. But it was recalleat important revisions in data seem to
occur until the n+2 April EDP notification for caypate income tax and for personal income
tax from self-employment (including employees tha¢ treated as self employed for tax
purposes), due to the method of shifting the feettlement backwards in the year in which
the economic activity took place. In this contekxtjrostat recalled that the system already
allows for flexibility in the recording of such ammots as cash, as specified in ESA 95 par.
4.82 and strongly invited the Slovak statisticalhauities to consider this way of recording

the final settlement for such taxes as a way toiahte possible important revisions of data in
successive notificatiorfs.

® The Slovak authorities provided a note concertiiregcurrent method for the recording of taxes auias
contributions on 26.3.2008.
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Tobacco taxes
Introduction

During the 2007 EDP visit the Slovak authoritieplexned that there had been a change in
tobacco tax rates in 2006 which led to a marked enmnt of anticipated imports and
purchases at the end of 2005, which was instrurhémténe shift of about four months of
tobacco taxes from 2006 to 2005 (4 billion SKK).

A similar kind of development has taken place aswing 2007. According to the note
provided for this EDP visit, a stockpiling of cigéiles usually occurs, when tobacco excise
tax rates are about to rise. In the last monthsrbethe actual change of rates, cigarette
producers (motivated by the effort to sustain tipaisition on the market after rate change)
increased their stocks of excised cigarettes. éncise of the stockpiling in 2007, new rates
became effective on 1.1.2008. The actual stockpitook place in the last four months of
2007 with respective excise tax equal to an amoti@t5 mil SKK (0.5% of GDP).

Discussion and methodological analysis

Eurostat requested that the revenue from the gpdiclg of cigarettes will be recorded as
general government revenue in 2007 (in a similanmea what was done in 2005). The
Slovak authorities stated that it will be recordiedhe fourth quarter of 2007 and that it is a
one-off measure having an impact of 0.5% of GDP.

Findings and conclusions

As far as tobacco taxes are concerned, the Slavthlo@ties informed Eurostat that due to a
recent change in tobacco tax rates, stockpilingigdirettes took place in the last months of
2007. This led to extra revenue of excise tax armmaurthe last months of 2007 equal to
around 9.5 bio. SKK (about 0.5% of GDP), which Wil recorded as government revenue for
2007 following a cash recording of such amountsil®fointing out that this will most likely
determine a fall in government income deriving frertise tax during 2008, Eurostat found
the method of cash recording of such amounts dorrec

4.2.3 Calculation of accrual interest, consolidatethterest

Introduction

The issue concerns both Table 1, with interest mdipere profiles, Table 2A, with the
difference between interest accrued and paid, aidet3B, with the treatment of
discounts/premiums as well as difference betwetanast accrued and paid.

There was a substantial revision between the A@U7 and the October 2007 notifications
for accrual interest for 2005 and 2006 that lea ubstantial exchange as well as to further
modifications of data by the Slovak authorities.

It can be noted that the 2005 interest expenditae revised upwards, back to the October
2006 level, with a counterpart entry in interesieiged, thus being a consolidation issue.
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Upon the ' delivery of the October notification, Eurostatdsdhat interest expenditure
patterns were implausible (compared to debt aretest rate patterns): with substantial falls
between years 2004-2005 and increases betweena?@0Z006.

This led to a revision of the data provided by 8kth a sharp reduction in the 2006 interest
expenditure, but without impact on the deficit, Benue were also revised sharply
downwards.

Eurostat asked a special note for explaining ttesaes for these revisions. The Slovak
authorities gave the following explanations, whiéurostat considered as not fully
convincing:

"In April 2007 notification we recorded positive parct of accrual interest 2,5 bn SKK
based on the data sources available at that timeOttober 2007 notification the time
adjustment was updated to negative impact of 2,$KK, i. e. difference between April
and October is 5,4bn SKK.

Change in figure on Table 3B in item “Differencetvdeen cash and accrual interest”
resulted from the statements obtained after ApOD72 notification. Based on the
statements, we updated time adjustment of intareseliminated interest liabilities to the
State Treasury due to the fact that in April 200fTifrcation the positive impact of interest
liabilities on deficit was not offset by the sarhamge of stocks of receivables in the State
Treasury (the receivables of the Treasury werereodrded in public accounts). That was
the reason why we had to eliminate the positiveachpf 2,254 bn SKK in October 2007
notification (consolidation cannot influence detjci

The correct calculation of interest is the follogin

mio SKK
S Interest

I nterest Liabilities on . = .
Stock of liabilities  bonds 't'hab"'“%St to ﬁggﬁi"t’ig""g&l

total discount € ate

Treasury

31.12.2005 15 936 3181 2 319 16 798
31.12.2006 14 389 5383 65 19 707
Change of
stocks -1 547 2 202 -2 254 2909

Impact on deficit 2006: - 2909 mio SKK
Updated impact on deficit in 2006: -2909 - 2507 rfAp007) =-5416 mio SKK (0,33 % of
GDP)

In order to eliminate possible mistakes in calcalatof time adjusted interest, we use two
data sources. The first one is accounting data lmenge of stocks of interest liabilities.
Data received from ARDAL, the second source ofrnmétion, enables to get time
adjusted interest flows by particular loans and #®mssued. The potential differences are
examined and resolved."

Discussion and methodological analysis
Eurostat inquired why these revisions took platé)is resulted from a data source problem

or just from a mistake and how revisions of thisgmtude could be avoided in the future.
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The Slovak authorities explained that this wasaeptional event and there is no reason to
expect anything similar to take place in the futufe prevent this kind of mistakes to be

happening in the future the Slovak authorities $tasted to use two different data sources to
be able to crosscheck the data relating to intexedtbig differences are now not expected
between the data to be reported in April and Oat@be8.

Findings and conclusions

The Slovak authorities stated that the mistakesodiniced for the calculation of accrual
interest in the April 2007 notification, which rdf&d in an important revision of data in
October 2007, will not be repeated anymore as new aata sources will be available by the
time of the April notification.

4.3 Recording of specific government transactions

All sub themes for this point of agenda were disedsin depth during the September 2007
visit and treatments in these specific matters geeta be in line with the recommendations
of Eurostat. The purpose of visit was thus moradb if any operations have taken place in
2007 and planned actions for 2008.

a) Guarantees

Introduction

A unit dealing with guarantees has been establishethe MOF. This unit follows and
analyses all guarantees provided by the Statéwolild be noted that starting from 2003, the
State does not provide any guarantee anymore (bmé guarantees, very limited, are still
provided by the National Property Fund — FNM in toatext of privatisations).

During the 2007 visit, Eurostat took note of thedent recording in relation to guarantees
where a debt assumption is recognized (counterbathby a capital transfer) before a first
call is made for the guarantees labelled as “riskag well as where a large lump sum
repayments by a debtor took place. Eurostat néteexisting situation where guarantees are
not currently used as a policy instrument in thev8k Republic and there the outstanding
amount of guarantees is falling rapidly.

Discussion and methodological analysis

The NSI informed that no new guarantees were peavid 2007 and they are not expected to
be provided during 2008.

Findings and conclusions

Eurostat took note on the information provided.
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b) EU flows
Introduction

During the September 2007 EDP visit, the represigetaof the MOF unit in charge of funds
between the Slovak republic and the EU clarifiedt tthe funds received from the EU are
recorded in the extra-budgetary accounts (whiclctfans as bank accounts at the State
Treasury), and these are thereafter transferragpoopriate chapters of line ministries.

Each program has its own ("bank™) account at tlaeSEreasury. When cash is received from
the EU, this is recorded in the extra-budgetaryants, leaving the working balance of the
State unaffected. On transfer of funds from the #d, Treasury bank account at the Central
bank increases together with the Treasury "liabgitagainst those extra-budgetary accounts.

The funds are then transferred to line ministrigsey enter the working balance at that time
as well as when they are spent. The chart of a¢sdunwever identifies these operations,
which can be excluded from the compilation of exjieme and revenue. As a consequence,
no timing difference exists between revenue andemdjpure for measuring the reported

government deficit, neither when the beneficiaryt isna government unit nor when it is a

non-government unit.

The extra-budgetary accounts cash balances aradextifrom EDP Table 3B, i.e. they are
deducted from the item currency and deposits (and ndt appear under accounts
receivable/payable). On the other hand, payablkeiirables links pertaining to the line
ministries operations (generally pre-financing Qraye recorded in EDP Tables 2A and 3B.

During the 2007 EDP visit Eurostat took note of tkeording methods in place in the Slovak
Republic for the transfers with the EU budget, ouhd them to be in line with its rules.

Discussion and methodological analysis

During the discussion there was some confusion loy tive data especially provided for this
mission for EU flows were different from the dat@yded in the EDP related questionnaire
during the normal notification reporting. It appedrthat this was due to methodological
difficulties to identify properly all the flows rating EU flows.

Findings and conclusions

As far as the EU flows are concerned, the Slovakailies stated that there have been some
methodological problems in the recording of therappate flows. It seemed also that the
figures provided in a table for the benefit of BBP mission, were not fully consistent with
the information provided in the EDP notificationegtionnaire. At present it seems that the
amount of receivables from the EU to Slovakia isadcapproximately to more than 7 bio
SKK. The Slovak authorities will investigate on tmatter and will provide a written answer
to Eurostat in this respect before the April 2008fitation.’

" A note was provided by the Slovak authorities 8r812008.
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c¢) Military equipment expenditures
Introduction

During the 2007 September visit, Eurostat enquakdut the compliance with the rules on
the treatment of military expenditure.

The NSI informed that the data source for recoramliitary expenditures is a questionnaire
of the NSI sent to the Ministry of Defence. The sjianhnaire is sent once a year with the
return requested before the April EDP reportingribyithe last mission, the NSI confirmed
the existence of purchases of heavy military eqgembuilt over several years. Eurostat
appreciated the way expenditure on military equipima@e monitored and took note of its
recording, which is in line with its ruling.

Discussion and methodological analysis

The NSI stated that information on military expeacde for 2007 was not available yet.
Findings and conclusions

Eurostat took note on the information provided.

d) Debt assumptions, debt cancellations, debt writeffs and foreign claims

Introduction

The rules for the treatment of debt assumptionist dencellations and debt write-offs are set
in the ESA95 Manual on government and debt. In tamdi Eurostat issued a paper on the
treatment of the specific cases of foreign claiesructuring operations.

During the 2007 EDP visit, Eurostat enquired on tvbee the Slovak Republic had
implemented the rules for the treatment of foremaims cancellation or restructuring,
notably with respect to its recent advice relatmgon-standard schemes (use of third parties,
repurchase by the debtor, disposal at a discoamtsfier to public corporations). It should be
reminded that the origin of these Eurostat adviwes been the analysis of practical examples
discussed with the Slovak and Czech authoritiesnguyorevious meetings in 2005. It was
confirmed that the NSI complies with Eurostat’s iadv The Slovak authorities confirmed
that, in cases of sale of claims to a third paognks), a capital transfer was recorded for the
amount of the difference between the nominal/oafwalue of the claim and the price for
which the claim is sold.

Discussion and methodological analysis

A table for foreign claims for 2007 was providedlanwas also stated that there was no debt
assumptions, debt cancellations and debt writeioff2007 and that no actions of that kind
were expected in 2008.

Findings and conclusions

Eurostat took note on the information provided.
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e) Capital injections in public corporations, dividends, privatization
Introduction

The FNM (National Property Fund — Fond narodnehgetka) was established at the
beginning of the 90s with the aim of managing prsations. The FNM is included in the
general government sector. Its net borrowing /leetling are reported in EDP Table 2A
under the item “Net borrowing or net lending of@tltentral government bodies”. Currently,
its role has extended to manage permanent equityeships of the State, along with
managing still opened privatisation agreements.s Thermanent ownership concerns
profitable companies, the so called natural moriepolSlovak gas company, Slovak
Electricity, etc.). The share of companies underrttanagement of the FNM that show losses
is negligible. The FNM co-operates with the linenisiries in charge of these companies. The
FNM transfers the proceeds of privatisation to3kete financial assets and does not use them
for its own purposes.

According to the FNM there is no practice of capitgections in non-profitable companies.
Cases of capital injections may arise, after pagréavatisation, along with the privatising
partner. The FNM indicated that privatization prede are recorded on a gross basis,
separately from privatisation costs (banking fe¢s.). The privatisation proceeds thus appear
as financial transactions, while privatisation soappear as government expenditure, as
appropriate under ESA 1995.

Discussion and methodological analysis

For capital injections Eurostat asked why Slova&@orted only zeros for Equity injections in
Table Va of the questionnaire related to EDP tablég Slovak authorities replied that they
thought that some equity injections in the pastyédaok place but that this will need to be
confirmed from their data sources and informatidlhlve provided to Eurostat on this matter.

Findings and conclusions

On the issue of capital injections, based on ttalave information it was not possible in the
past to split acquisitions of equity into equityeictions and other acquisitions of equity. The
Slovak authorities will provide Eurostat before tApril 2008 notification with a list of

capital injections treated as financial transaiondertaken in the last four years: by year, by
operation and by amoufit.

f) Public Private Partnership (PPP)
Introduction

During the 2007 September EDP visit, Eurostat wésined of the non existence of PPPs or
of concessions involving the building of assetthim Slovak Republic at the time.

At that time, the MOF pointed out that it is reqairby Slovak law that PPP assets must be
reported in the balance sheets of government. Eairosted that it would have no major

8 A list of capital injections was provided by thie@k authorities on 26.3.2008.
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objections against following the same rule in naioaccounts, i.e. including by convention
all PPP assets on the balance sheet of governmathér than on the private partner balance
sheet in case of sufficient transfer of risk),taseemed a good prudent approach.

According to the information provided by the NSietSlovak Republic has not agreed on any
PPP up to now. There is a PPP project in centrammgonent in advanced stage of preparation
that is dealing with the construction of selecteatarways in Slovakia. The coordination and
executive body is ensured by a team set up by theisty of Transport, Post and
Telecommunication which is responsible for the pragon and pursuance of the PPP
project. Its activity also aims at project contaoid monitoring. The members of the team are
representatives of the Ministry of Transport, Minjsof Finance, National Motorway
Company and Slovak Road Administration.

Discussion and methodological analysis

The Slovak authorities confirmed that there areriifplans for PPP projects in the area of
constructing motorways in Slovakia; it would inciudne big project which would be split in
three parts and they would be executed togethdr thieé National Motorway Company
(NDS). The Ministry of Transportation will be th@rdracting part with the consortium of
companies. The total amount over the life of thggmt will be around 100 billion SKK.

Findings and conclusions

The Slovak statistical authorities informed Eurb#tat the infrastructure which will be built
in the context of PPP in the future will be on baance sheet of government. Eurostat found
this recording as appropriate for prudential reagon

g) Derivatives: Swap cancellations, Off-market swag Options
Introduction

Swaps During the 2007 EDP visit, in the context of ttewiew of the treatment of the swap
operations, Eurostat asked for an explanation fomeagn exchange operation described in the
documentation sent by the Slovak authorities betoeevisit.

The NBS representative described a sequence affoexchange swap operations between
ARDAL and the Central Bank (for an amount of 84Qlion euro) that were undertaken in
2005 and 2006. This swap involved a total net gagroceeds of 2 billion SKK (0.12 % of
GDP) in favour of the State. The operation, as nd®d by the Slovak authorities at the
moment, improves the EDP deficit in 2006 for theoants received in 2006 (the amounts
relating to 2005 were recorded differently and wd improve the deficit of 2005). The MOF
indicated that this recording seemed incorrect.oEtat agreed that the results of the swap
should be neutral from both the points of view &Aand EDP.

° The Slovak authorities stated on 26 March 2008:the conclusion it is stated that “the infrastanetwhich
will be built in the context of PPP in the futurdlvlee on the balance sheet of government”. We egvith the
statement provided that the treatment in publioants is concerned.

However, for the purposes of EDP tables, EDP goestire and ESA95 national accounts compilatiosehe
PPP assets (roads built within the PPP project$b@iexcluded from the balance sheet of governmemen,
the acquisition of assets in relevant years of ttaoson will not have impact on general governmeeticit (in
accordance with the Eurostat decision on treatmeRPP of February 11, 2004)."
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Eurostat explained how this operation should batégk The result on a foreign exchange
swap comprises one element that reflects the siteage differential and another element that
reflects a holding gains/losses arising from thitedBnce between the expected and the actual
exchange rate. In national accounts, these amouné settled must enter the category
Financial derivatives (F.34). Under EDP, the latsemount — by far the biggest — is
unquestionably a holding gain and cannot enterBB® correction lines forstreams of
interest payments on swaps and FRAdhile the former amount seems also not to etttisr
line.

Eurostat requested to correct the treatment ofdregn exchange swap before the October
2007 EDP notification (this correction will havenagative impact on the 2006 deficit of less
than 0.1% of GDP). That correction was done inctbrenection of October 2007 notification.

Swap cancellations, Off-market swaps, Optiombe Slovak authorities indicated in the
clarification round in April 2007 that no such ogeons exist in Slovakia.

Discussion and methodological analysis

The Slovak authorities said that in 2007 thereldesn a very small amount of derivatives and
they confirmed that no swap cancellations, off-rearkwaps and option has occurred in
Slovakia, and that FOREX swaps are not includethénrevenues of government — they are
treated as financial transactions.

Findings and conclusions

Eurostat took note on the information provided.

h) Other: Sale and leaseback operations, Securitisan, UMTS, Carbon trading rights,
notably

Introduction

During the 2007 visit the Slovak authorities comi&d the non-existence of sale and
leaseback operatiomsd of securitisationsperations.

UMTS licences:During the September 2007 visit, Eurostat enquindtbther any UMTS
licence was sold in the Slovak Republic and hovhsrtoperation was treated in the national
accounts.

According to the information provided by the NSiksae of mobile phone licence took place
in 2006 and is recorded in the working balance efegal government. The amount paid for
the sale of the mobile phone licence is fixed aftinet be changed. In national accounts, it
was recorded as a sale of non-financial asset.

Carbon trading rightdDuring the September 2007 visit, Eurostat enquinedhe existence of
trading of CO2 allowances.

The NSI informed that there is no plan for governtrigading in CO2 allowances for the
moment. It was also noted that a national allocagipogram has been adopted for the years
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2005-2007, but the Slovak Republic has made anahppecourt, for not having received
sufficient amount of allowances from the EU.

Discussion and methodological analysis

The Slovak authorities confirmed the non-existeotceale and leaseback operations and of
securitisations operation. For UMTS no new licehae been provided. There is some kind of
system in place for the allocation of carbon trgdights at Ministry of Environment, but the
Slovak authorities could not provide any detailefdimation on the issue.

Findings and conclusions

Eurostat took note on the information provided.

5. Other issues

5.1 ESA95 Transmission Programme

Introduction

No particular issue was raised by Eurostat relatngSA95 Transmission Programme.

Discussion and methodological analysis

The Slovak authorities informed that they are clirangp the new format of transmission step
by step.

Findings and conclusions

Eurostat took note on the information provided.

5.2 Consistency between EDP Tables and ESA95 Tables

Introduction
No particular issue was raised during the Octol#72EDP assessment in respect to the
consistency between EDP Tables and ESA95 Tables.

Discussion and methodological analysis

The Slovak authorities informed that full consistgrtan only be secured in October 2008
between EDP and all related ESA tables. This iab&e there have been some problems of
personnel capacity in the national accounts unihefNSI.

Findings and conclusions

Eurostat took note on the information provided.
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Accumulation Accounts Department

Accumulation Accounts Department

State secretary of the MoF SR

Director General of the National Reporting Section

Director of Legislation and State Summary Reporting Department
Head of Statistical Standards Implementation Unit

Statistical Standards Implementation Unit

Statistical Standards Implementation Unit

Director of Tax Revenues and Fiscal Analyses Department
Director of PPP Project Department

European and International Affairs Section

Head of Public Finance Analysis Section
Public Finance Analysis Section
Financial Accounts Analysis Section

Advisor of the director general of Finances and Loan
Director of Economics Department
Head of Finance Unit

Director General of Financing Department
Director of Insurance and Pricing Division
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