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Executive summary

Eurostat undertook an EDP dialogue visit to Sweodlery May 2007 as part of its regular
visits to Member States and with the more speaific to make an examination and follow-up
of the EDP reporting tables and the questionnala&ted to EDP tables from the April 2007
notification and to discuss issues still outstagdsince previous notifications, notably
statistical discrepancies, the recording of EU tgamd bad debt loans.

Concerning the April 2007 notification, Eurostabkonote of the reclassification of the
funded pension scheme (PPM), in line with Eurast@'cision of 2004. Eurostat furthermore
confirmed that the PPM deposits at the Treasurpulshbe taken into account when
calculating government debt.

Concerning EDP tables 2, Eurostat expressed secimusern about the absence of explicit
reporting under "other accounts receivable andel#tcounts payable”. Eurostat further
noted that some items in table 2A relating to "sabtor delimitation” had been incorrectly
labelled, which should be corrected in the Oct@@57 notification. Eurostat also took note
of the explanation relating to the newly introducajustment in table 2A, relating to the
reclassification of PPM. Finally, Eurostat proposedhe Swedish authorities to review in
detail the classification and wording of the adjusit in table 2C for "investment grants” in
order to assure correct reporting in the Octob@72tbtification.

Concerning EDP table 3, Eurostat took note that, tduhe nature and quality of the financial
accounts data used for compiling the EDP tablesjmaber of problems have been identified
(notably the absence of complete "other accoumsivable” and "other accounts payable"),
and instead Eurostat advised using direct inforomatiom government units for the purpose
of EDP. Eurostat also requested the Swedish atigsoto investigate on the identified
uncertainties relating to "difference between ieséraccrued and paid". Concerning the
comparatively high figures for "loans" granted lmgdl government in table 3D, Eurostat
requested the Swedish authorities to provide a meoati with full details on the nature of
these loans, split by amounts, the classificatibrthe entities receiving these loans, an
assessment whether the loans will be repaid oandta description of the current treatment
in national accounts if a loan is not repaid.

Concerning the examination and follow-up of the ésfionnaire related to EDP tables",
Eurostat emphasised the problems related to thenabsof "other accounts receivable” and
"other accounts payable" in the financial accoumglying insufficient reporting of table |
(taxes and social contributions), table Il (EU gsarand table VI (Military expenditure).
Furthermore, concerning taxes and social contoingti Eurostat concluded that Sweden is
currently not fully complying with Council Regulah 2516/200 due to nature of the
coefficient. Eurostat finally requested full documtegion on the recording of EU grants,
including a table and explanation on compliancthefrules.

Concerning the historically high Swedish statidtidescrepancy, the Swedish authorities
reported on the results of the ongoing project minat reducing the discrepancy in all sectors



and presented planned future actions. Eurostats&ethe importance of the project and the
efforts made to solve these problems, which haven bexisting since many years, and
concluded that results were expected already il®©tdteber 2007 notification.

Finally, for the recording of bad debt losses, Etabconcluded to record these bad debt loans
as capital transfers and to implement this changedrding in the context of the overall
national accounts revision in autumn 2007.

Final findings
Introduction

In accordance with article 8d of Council Regulati®@C) No 2103/2005 of 12 December
2005, amending Council Regulation (EC) No 3605/83egards the quality of statistical data
in the context of the excessive deficit procedtgrostat carried out an EDP dialogue visit in
Sweden on 7 May 2007.

The delegation of Eurostat was headed by Mr. Ndrliirector of National and European
Accounts. The Directorate General for Economic Biméncial Affairs (DG ECFIN) and the
European Central Bank (ECB) also participated i tieeting as observers. The Swedish
Authorities were represented by the Statistics Swedhe Swedish National Financial
Management Authority (ESV), the Ministry of Finandke National Central Bank and (for
the item on guarantees) the National Debt Office.

Eurostat introduced the meeting by referring tortbe/ procedural arrangements as indicated
in article 8 of the Regulation 3605/93, as amended, by stating thaflain conclusions and
action pointsfrom the meeting will be sent within days after timéssion to the Swedish
authorities for comments. Within weelBrovisional findingswill be sent to the Swedish
authorities in draft form for reviewFinal findings including possible comments from
Sweden, will be sent to the Economic and FinanCminmittee (EFC) and published on the
Eurostat web site.

The agenda covered the examination of EDP tablédadiow-up of the EDP reporting tables
and the questionnaire related to EDP tables framAjpril 2007 notification, as well as issues
outstanding since previous notifications, notalétistical discrepancies and the recording of
EU grants and bad debt loans.

1. Examination of EDP tables and follow-up of the Aril 2007 notification
Table 1
Introduction

In the April 2007 notification, Sweden reclassifidata in national accounts back to 1995 due
to the expiration of the transition period on thgplementation of the Eurostat decision on
funded pension schemes. Whereas the reclassificatipact of the funded pension scheme
(PPM) on net lending/net borrowing was consisteith information previously received
from the Swedish authorities, the debt impact watsceably larger than indicated in earlier
notifications. In the April 2007 notification, Swexl also significantly revised the figures for



loan liabilities. Finally, Sweden was the only ctynn the EU not providing consolidated
interest in ESA tables, although interest is cadstéd when reported in EDP table 1.

Discussion

Eurostat noted that the PPM impact on governmeht dad been misreported in previous
years. The Swedish authorities explained the reagopehind the reconsideration of the
impact on general government debt of the reclasdiin of the PPM, implying the inclusion

in government debt of PPM deposits held at the Singa These deposits correspond to
money in transit, relating to payments made byaa@curity on behalf of the insured in the
context of the PPM. The payments transit via threa3ury and are kept during two years in
deposits, until the final pension rights are dedidehe deposits had initially been viewed as
payables/receivables links, which were to be codatdd in any case when drawing the
general government accounts (as long as PPM walkeigeneral government). The exclusion
of PPM from general government initiated a closeaneination of the nature of these

deposits.

Concerning the loan liabilities, the revision rethto a reclassification between long-term and
short-term loans, but also to the inclusion in bBIP and quarterly debt of some loans that
were previously only included in the QFAGG (qudstefinancial accounts for general
government).

In the context of the April 2007 notification, tissvedish authorities announced that they had
taken the decision to apply consolidated intemestational accounts from the first quarter of

2007, going back to 2002. In the meeting it becafear that it was possible to go back to

1995, by using an interest model. Eurostat encaarae Swedish authorities to aim at

consistent time series over 1995-2006, by usingetsomh case of need. Work has already
started and should be finished in the context efdkerall national accounts revision to be

finalised in the autumn of 2007.

Conclusions

Eurostat agreed with the conclusion that the PPpbsiés at the Treasury should be taken
into account when calculating the general goverrirdeht.

The Swedish authorities confirmed that the loatassification was a one-off exercise and no
further revisions are expected in this context.

Eurostat welcomed the forthcoming introduction @insolidation of interest in national
accounts and the efforts to provide long-term tisegies. Concerning the timing of the
improvement, it was agreed that it should be imgletad in the context of the overall
national accounts revisions and in any case notladé® the April 2008 notification.

Table 2A

Introduction

The ESV compiles EDP table 2A as well as the ED®, Bsing the cash based budgetary
information available at the National Debt Office.



The newly introduced adjustment for "pension syStemas discussed in the bilateral
clarifications in the April 2007 notification, bas details on the nature of the payments could
not be fully clarified at that time, the issue hen left open.

Further, the discussion focussed on the three tugmgs in EDP table 2A relating to accruals:
"timing of tax revenues", "timing of primary expetnude" and "differences in timing and
definition”. None of these amounts were includedhie financial accounts (ESA table 6) or
in table | of the questionnaire related to EDP.

The size and volatility of the item "difference ween interest paid (+) and accrued (EDP
D.41) (-)" seemed also difficult to reconcile withe flow of interest expenditure reported in
EDP table 1.

Discussion

The ESV explained that the working balance de famdoresponded to the borrowing

requirement of the National Debt Office. Governmagéncies maintain their accounts at the
National Debt Office. The activities of some othentities considered inside central

government in national accounts, though not govemtnagencies, are added by way of a
special correction by the ESV, within "differencetiming and definition". Statistics Sweden

determines which entity should be included in geheovernment. Eurostat suggested
reporting the adjustment for sector delimitatiorden"net lending/net borrowing of other

central government bodies" instead.

Eurostat noted that the Annual Reporr€redovisning for Statéhincludes not only the
budget reporting, but also profit and loss accowartd balance sheets encompassing all
government agencies, thus covering nearly all eergovernment. The net lending / net
borrowing is compiled by the ESV using the profiidaloss accounts. Eurostat noted that
whereas the source data situation seemed rathet, gofuller exploitation of these data
seemed envisageable, notably for compiling thenfired accounts for EDP table 3 as well as
for ESA tables 6 and 7 (see below).

It was clarified that the adjustment for "pensigrstem™ in EDP table 2A related to the

deposits linked to PPM. In the context of the nossithe Swedish authorities had provided a
table including the amounts paid by social secuntygovernment relating to PPM and the
amounts of the final payments from government tdMPFhe difference between these

amounts, which both transit via the working balancglus the interest received on the
deposits, were included in table 2A under "othgustdhents”. In addition, there has been two
payments in 2006 (one of which would normally h#alen place in 2007) due to a speeding
up of the administrative process for verifying tbalculation of pension rights. These

payments impacted the working balance in 2006 aadth be neutralized for the calculation

of the correct net lending/net borrowing.

Moreover, apparently due to the absence of compateer accounts receivable" and "other
accounts payable" in the financial accounts (asrted under ESA table 6), the dedicated
adjustment items to cover accruals corrections ¥ Eable 2A have been left empty. The
adjustments relating to accruals are instead faurder "other adjustments” ("timing of tax
revenues"”, "timing of primary expenditure” and feiiences in timing and definition"), and
originate from the non-financial accounts. Thesestthents relate mainly to taxes and social



contributions and to EU funds. However, the adjesttidifference in timing and definition"
also includes the sector classification elemeiatteel to "other central government bodies".

The Swedish authorities explained that they areraved the problem relating to "other
accounts receivable" and "other accounts payableé. issue was discussed in detail under
the agenda item 3 on "statistical discrepancies”.

Eurostat noted that the item "difference betwederast paid (+) and accrued (EDP D.41)(-)"
seemed volatile and of a large size, an issueaglparent in the EDP Table 3B (see below).

Conclusions

In the meeting, the nature of the PPM transactemsvell as the extraordinary payment in
2006 were clarified, and the issue was closed.

Eurostat proposed to better label the adjustmemtsaécruals in general and to separate
clearly (and to relocate), what relates to accrdiesn what relates to sector delimitation
currently reported within the current adjustmeafit“difference in timing and definition”. In
future notifications, the former should ideally bwved under "other accounts receivable”
and "other accounts payable”, and the latter shbeldnoved to the adjustment line "net
lending/net borrowing of other central governmeudibs".

Eurostat expressed concern about the absence loér'accounts receivable” and "other
accounts payable” in the EDP Table 2A as well ahénfinancial accounts (ESA table 6 as
well as EDP table 3), and stressed the importahtasbprogress on the issue, as it is also one
of the main reasons for the high statistical disareies in the Swedish accounts (see below).
In the meantime, Eurostat proposed to use the dgyas available in the non-financial
accounts also in the financial accounts (EDP t&8blend if possible ESA table 6), awaiting
progress on the issue, rather than reporting ngthin

Table 2C
Introduction

The discussion on table 2C focussed on the adjmsmir “investment grants” and
"reclassification investments".

Discussion

Eurostat took note that each of the 290 municisliand 21 districts report within their
statement of accounts: a profit and loss, a balaheet and an "external income and external
expenditure report". Eurostat noted that the nediteg/net borrowing was compiled using the
latter section instead of using the profit and legsorts.

On Eurostat's request, the Swedish authoritiesphadded a detailed list of items included
under "investments grants" for 2005. When goingugh the list, it became clear that there
were uncertainties about the labelling and natféisewveral of these items, which could not be
clarified during the meeting.



Finally, whereas the accounting treatment of them#& included in "reclassification
investments" was not questioned, Eurostat enquirecdthe high amounts involved. The
Swedish authorities confirmed that the numbers,nipaielating to software investments,
were correct.

Conclusions

Eurostat proposed to the Swedish authorities tewein detail the classification and wording
of "investment grants”, in order to implement tltguatment correctly in the October 2007
notification.

Table 3A-3D
Introduction

Statistics Sweden compiles the financial accousitgeported in EDP table 3 using the data
compiled for the financial accounts as reporteBSA tables 6 and 7, which are based on
specific surveys and also largely using countenpéotmation.

Discussion

Eurostat noted that some items such as loan dsstatisle 3B were noticeably different from
what is reported in EDP table 2A. The latter waseldaon the accounts of government units
as these were deemed to be of a better quality.

Eurostat noted that the items "other financial @Ssend "net incurrence of other liabilities"
included very few elements, despite the fact thetrwal adjustments were explicitly
calculated for taxes and social contributions aod EU flows for the purpose of the
measurement of the net lending/net borrowing (st@).

Statistics Sweden recognized that more informagiisted than currently used for compiling
EDP tables 3A-E. This information is not currenised due to the fact that these EDP tables
were designed to align with the financial accouats reported under the ESA 1995
Transmission Programme table 6 and 7, and to tbe thaat changes in these financial
accounts was a complex undertaking, owing to thesirie properly manage the counterpart
information and to identify the residual sectors.

Eurostat stressed that, as a general rule, corapsleould use direct general government
source data, where it exists, rather than indicecinterpart information. It is expected that

this would allow a noticeable improvement in thalgy of the data (and a reduction in the

discrepancy — see below). In case the financia@us reported in ESA tables 6 and 7 cannot
be adjusted immediately, Eurostat advised to impl#nthe changes in EDP tables now and
let these deviate from the annual financial accoumtESA tables 6 and 7 pending future

improvement.

Conclusions

Eurostat advised using, as privileged source dhtadirect information from government
units when reporting EDP tables, even at a costrehting deviations from the annual



financial accounts as reported under ESA tablesib g if these cannot be immediately
changed.

Table 3B
Introduction

Concerning table 3B a number of points were raishdeden does not split "loans" into
"increase" and "decrease" in tables 3; and Sweden rbported quite large figures for
"difference between interest paid and accrued'ablgtin 2004 and 2006, and in addition the
figures have been volatile over the years (a smpifeenomenon can be observed in EDP table
2A).

Discussion

The Swedish authorities informed that there waglaa to split "loans" in the future, due to
unavailability of the data. The problem exists &irsub-sectors. Eurostat noted that such a
split existed in EDP table 2A, based on direct sewlata and wondered why the annual
accounts of the ESV were not used in this context.

For the explanation on the "difference betweenrése accrued and paid”, the Swedish
authorities had explained in a previous notificattbat this related to the fact that interest
paid includes holding gains and losses on foreigrreacy as well as on assets, whereas
interest accrued does not include holding gains lasses, and as these holding gains and
losses can differ a lot between different yearsreghmay be large fluctuations in the figures.
The discussion in the meeting revealed uncertaigmut the exact nature of this adjustment
item, and as the compiler of this item was abseatconclusions could be drawn. Eurostat
guestioned whether the ESA95 rules were actuallgvied.

Conclusions

Eurostat encouraged the Swedish authorities tooexphe possibilities of providing the split
of "loans" in the future, by using direct sourceadar by including it as a part of the project
on statistical discrepancies.

As the explanations concerning the adjustment niadé&lifference between interest accrued
and paid” could not be clarified in the meetingrdstat requested the Swedish National
Financial Management Authority to investigate oe iesue and report back as soon as
possible on the methods used to compile the adgrdgtitems and its nature.

Table 3D
Introduction
The discussion in table 3D concentrated on theeas® of "loans" in recent years and the

comparably high accumulated figures (correspontbnground 2% of GDP over the last four
years).



Discussion

According to the Swedish authorities, the loansiteelto bther enterprises and housing
enterprises owned by local governmermifedominantly housing. Statistic Sweden indicated
that the housing enterprises charge rents closenddket prices and that the housing
enterprises were considered market producers dogoim ESA95. The exact nature of these
enterprises could however not be explained in teetimg, nor the existence or non-existence
of possible cancellations of these loans, and thlesexjuent accounting consequences.
Eurostat noted that if there was an absence oistieaéxpectations of repayment of such
loans, Statistic Sweden should consider recordiegd as capital transfers at time of granting
of the loans.

Eurostat encouraged examining the use of balaneet shformation for the compilation of
EDP table 3D.

Conclusions

Eurostat expressed a concern on whether the leralitigities of local government were
appropriately recorded and requested the Swedigtoities to provide Eurostat, as soon as
possible, with the following information relating tthe loans included in table 2C: a
description of the nature of the loans split by ants, the classification of the entities
receiving these loans (enterprises of local govermtjn an assessment whether the loans will
be repaid or not and a description of the curnezgtiment in national accounts if a loan is not
repaid (debt cancellation).

2. Examination and follow-up of the "questionnaire related to EDP tables® from the
April 2007 notification.

Table | other receivables/payables relating to $agad social contributions of general
government

Introduction

Apparently due to the absence of "other accoumsivable” and "other accounts payable" in
the Swedish financial accounts as reported in E8#et6 and 7, table | only includes some
incomplete information. Furthermore there were nwistencies in the figures between
transactions and stocks and only a few years wenaded.

Sweden is using an assessment method for the regatlincome taxes and a time-adjusted

cash method for taxes on production and socialritions. The accrual adjustment is made
in the non-financial accounts and included undénepadjustments” in table 2A and in "other

accounts receivable" in table 2D. There is no @ascy between the accrual adjustments in
EDP tables and questionnaire | related to EDP $able

Discussion
The Swedish authorities explained briefly the mdttiar recording of the main taxes and

social contributions in the Swedish accounts. Swesl@ising a mix of time-adjusted cash and
assessments and declarations. In the latter cdseh nelates to income taxes, a coefficient,



based on one year only, is used. The coefficiegbistantly modified every year based on
the amount of taxes unpaid in the previous year.

There are some "receivables” and "payables" rgjdbrcertain government bodies available
in the Swedish accounts and these are includedibte tl. It was concluded that these
"receivables” and "payables” do however not relateaxes and social contributions, but to
other types of "receivables" and "payables”. Furtwge, these figures are only a minor part
of all genuine "receivables” and "payables”. InkoEurostat noted that "receivables” and
"payables” related to taxes are currently onlyudedd in EDP tables 2A-D and that these
figures should be reported in questionnaire | eeldb EDP tables.

Conclusions

Eurostat concluded that as the "receivables" amgdiples” currently included in table | do
not relate at all to taxes and social contributidghese should not be reported here. Instead
Eurostat suggested toshow in table I, the figuedsted to taxes and social contributions as
available from the non-financial accounts, withawaiting progress concerning the financial
accounts (ESA tables 6 and 7).

In addition, Eurostat recalled that, even whenrtlies on the recording of taxes and social
contributions as stated in Council Regulation 23080 are not fully respected, the amounts
assessed should always correspond to the amonally ftollected in the long run.

Finally, as a follow-up of the mission, Eurostakexs for an updated detailed description
concerning the methods used for the recordinglaésés and social contributions.

Table Il EU grants
Introduction

Sweden did not fill table Il apparently due to theavailability of "other accounts receivable”
and "other accounts payable"” in the Swedish fir@ramcounts as reported under ESA tables
6 and 7. In the context of previous notificationkad been tentatively concluded that Sweden
does not follow the Eurostat rules on EU grants.

Discussion

Concerning the current recording in the non-finahaccounts, an adjustment in table 2A was
introduced in the April 2007 notification: "timingf primary expenditure”. This item consists
of the neutralization of EU flows (mainly grants filarmers) that transit via the working
balances. The item "timing of primary expenditun@ludes also a smaller part related to
nuclear plants (in previous year there had beearatjustments in table 2A, with different
labels).

During the meeting, it was found difficult to commpahe adjustment for EU transactions in
table 2A with the amounts for EU transactions g®red in the public accounts (page 56 of
"Public Finance in Sweden 2007" published by SiatisSweden). The Swedish authorities
were not in a position to document the link betwtwse figures in the meeting. Given these

10



uncertainties, it was not possible to conclude wethe Eurostat rules on EU grants are
actually being followed.

Conclusions

Eurostat required that the Statistical Authoritiesnplete as soon as possible table Il of the
guestionnaire related to EDP tables, without awgiprogress concerning financial accounts,
as well as prepares a table "grants from the EUQvsig separately when payments leave the
Treasury and when the payments are received freenBUW. These figures should be

consistent with EDP table 2A. Eurostat additionadlgked the Swedish authorities for a
detailed description on the recording in the pulaoczounts of EU grants, including an

explanation on how the implementation of the Ewabsules are ensured. The document
should be sent to Eurostat as soon as possible.

The Swedish authorities were additionally askedejmort in EDP tables the amounts only
relating to the EU in a separate adjustment itemtrémsparency reason, for the October 2007
notification.

Table Ill Government guarantees on borrowing

Introduction

In the context of the April 2007 notification, Estat identified inconsistencies in the figures
for fees, guarantees called and repayments as repartebles llla, lllb and llic of the
guestionnaire related to EDP tables. The issuetheasfore left open.

Discussion

Before the meeting, Sweden had sent updated tablgsiarantees where the inconsistencies
were eliminated. Concerning the figures for writes@f guarantees, the Swedish authorities
confirmed that they did not have this data.

Conclusions

Eurostat concluded that tables Illa, 1llb and Were consistent, and encouraged the Swedish
authorities to make an effort to compile the figufer write-offs of guarantees in the future.

Table 1V Debt cancellations

No specific issues raised.
See also item 4 below.

Table Va and Vb capital injection in public corporations, superdividends and
privatisations

Introduction

The discussion related to planned privatisationratpms, and the distributed income of
corporations.

11



Discussion

The Swedish government has announced privatisaf@nations in the coming three years
corresponding to around 0.2% of GDP. The Swedighaaities confirmed monitoring the
issue closely.

In table Va of the questionnaire related to EDReglthe distributed income of corporations
was discussed and the Swedish authorities confirthad distributions (notably the larger
ones) had been tested for the superdividend rdie.discussion also revealed that the items
included in line 28, withdrawal from income of quasrporations, actually referred to the
Central Bank, which is not a quasi-corporation.

Conclusions

Eurostat asked for continuous close monitoringutdie privatisations and proposed to move
the amounts included in line 28 to line 27 insteaxlthey referred to public corporations and
not to quasi-corporations.

Table VI — Military equipment expenditure

In the April 2007 notification, the general problemith the absence of "other accounts
receivable"” and "other accounts payable" in tharfaial accounts were pointed out. The table
was not further discussed in the meeting.

Table VII — Public-Private-Partnerships, securitisagion operations and sale and lease-
back operations

Sweden confirmed that, according to their knowledteere were no Public-Private-
Partnerships (PPPs), securitisation operationssatedand lease-back operations in Sweden.
However, it was also said that there is no systienmaporting and monitoring at local level
for the moment.

3. Statistical discrepancy

Introduction

Sweden has suffered from a comparatively very btglistical discrepancy since many years.
In 2002, a project on the discrepancy in all segtand notably general government, was
initiated and a final report was published in 2006e meeting covered the outcome of the
project, a description of the current situation glathned actions.

Discussion

The Swedish authorities presented the results fhanproject so far, for all sectors involved.
Apart from the recent reorganisation at StatisBegeden (moving financial accounts to the
national accounts unit), the identified action sBed to be undertaken.

In the social security sector the discrepanciesiyaelate to the data sources used and the

recording of derivatives. Concerning data sourcesyterly surveys have been used in the
past, but it has been found that instead balaneetstshould be used, which would limit the
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residual between non-financial and financial aceeu@oncerning data on the transactions in
shares, external data sources are used insteaataotdming from the social security sector.
Investigations have shown that, by using the latteg residual between non-financial and
financial accounts would be limited. Finally, detilves have not been included in the
financial accounts as reported in ESA tables 6 Ancksulting in a residual between non-
financial and financial account.

The new identified improvement actions have notnbémplemented yet, but a new
guestionnaire for the social security sector isenity being designed.

Concerning the time of recording, there are noréguin the financial accounts (reported
under ESA tables 6 and 7) compiled for "other ant®ueceivable" and "other accounts
payable”, except for interest. The largest problé@nge been identified for taxes on holding
gains from shares and dwellings. These problemg heplications in the government, the
household and the corporations sectors. A progesblve these problems has just started and
is expected to have finished by October 2007. lunsure whether the new data will be
included already in the October 2007 notificatidBurostat noted that the flow of
"receivables” and "payables"” existed since theyeweported in EDP table 2, and suggested
that those flows be used in EDP table 3 (see above)

The issue relating to EU grants were included uagenda item 2.

Concerning local government, there are also ndtieediscrepancies even if smaller. Apart

from the issues already mentioned concerning tingilcg the use of quarterly surveys instead
of balance sheet information has been a problesultieg in discrepancies. Eurostat noted

that balance sheet information was accessibledrsthtement of accounts of these units and
might be used. A project in local government isnpked to start after the project on "other

accounts receivable and payable”.

Conclusions

Eurostat took note of the progress so far and efatttions to be undertaken to structurally
decrease discrepancies between the non-financaltt@ financial accounts in the close
future. However, pending the finalisation of theojpcts, and notably concerning
"receivables” and "payables", Eurostat recommenledwedish authorities to use available
information deriving from government units rathkean providing no data at all, even if this
would entail deviating from the published financadcounts tables consistent with ESA95
tables 6 and 7. This is applicable in both EDP esbhnd the questionnaire related to
notification tables. Eurostat expect results, nigtadm "receivables" and "payables” by the
October 2007 natification.

4. The recording of bad debt losses

Introduction

Concerning the recording of bad debt losses, Eardstd discovered during the 2004 EDP
mission that there were some uncertainties onrderhent of debt cancellations in national
accounts in Sweden. Eurostat had concluded thatiélaidosses should be recorded as capital

transfers with an impact on net lending/net borrgnand not as an "other change in volume™
with no such impact. As a follow-up from 2004, Swedeclassified all debt cancellations

13



except some bad debt losses at the level of lamargment. In the context of this mission,
Eurostat required information on the recording ad lebt losses in national accounts.

Discussion

The Swedish authorities explained that they maldistinction between different types of
debts: student loans, "debt arising from invoicespaid by customers” and local government
debt write-offs relating to "customer losses, Igsse short-term claims and other risk costs".
Whereas debt cancellations relating to studentsldave been recorded as capital transfers
since the 2004 mission (and are included in takWleofl the questionnaire related to EDP
tables), the other two types of cancellations dteasffs have so far been recorded as "other
changes in volume" with no effect on net borrowiag/ lending of central and local
government. The Swedish authorities reasoned thathere exists no mutual agreement
concerning "debt arising from invoices not paiddogtomers”, these should not be treated as
capital transfers. However, concerning local gorexnt debts, they were not fully sure which
recording was most correct.

Eurostat felt that debt cancellations are undidgatavhen a formal agreement is signed, but
can be presumed in many other instances in thenebsd# a formal agreement, notably when

the creditor is government. The write-off of claimsften a mean for government to convey

a benefit, which is presumed when the beneficisug household, and which may be assumed
in the absence of other information.

Eurostat explained in the meeting that the ESA9%mW0& on Government Deficit and Debt

(MDD) clarifies the rules concerning debt canceédlas and specifies the sole three
exceptions (debt cancellations related to quagarations, preceding the privatisation of a
public enterprise or preceded by the liquidatioranfenterprise) from the general rule that
"the counterpart transaction of debt assumption delt cancellation made by mutual

agreement is a capital transfer". The cancellatibthe bad debt loans in Sweden does not
seem to fall under any of the exceptions. As traiSical authorities were not able to see
which companies were eventually liquidated (if ankurostat indicated that a cautious

approach in the recording would be appropriateh Wwdoking a capital transfer in the absence
of any other information. It was also agreed thatrules should apply to all beneficiaries and
not only public corporations.

Conclusions

Eurostat recommended Sweden to record these wifg@ibad debt loans as capital transfers
and to include this changed recording in the oVvemational accounts revision also for
backward years. Sweden agreed to adopt this wegcofding as soon as possible.

5. Follow-up of the Eurostat decisions in recent y&s

The Eurostat decisions in recent years related d@nsiBns, Public-Private Partnerships,
Securitisation operations and Capital injectionsvalt as EU grants and Military expenditure
were already treated undiggm 2"Questionnaire related to EDP tableahd the decision on
the classification of pension funds was treatedeuitdm 1"Examination of EDP tables and
follow-up of the April 2007 notification”.
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Concerning some methodological issues which hawn lmBscussed in the latest FAWG
meetings, a question was raised relating to forelgnms. Whereas the Swedish authorities
confirmed that traditional debt cancellations weatways followed by the recording of a
capital transfer, Eurostat asked for full informati on the alternative ways of debt
cancellations; which units and amounts are involaed the subsequent recording. The
information should be sent to Eurostat as sooroasiple.
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