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Executive summary

Eurostat undertook an EDP dialogue visit to Itaty2y-28 June 2011 as part of its regular visits to
Member States and with the aim to assess the mxistatistical capacity, to review the division of
responsibilities concerning the compilation of EBtRtistics and government accounts, to clarify the
issues relating to EDP tables raised in the corgéyprrevious notifications, to examine the statsiti
classification of some units, to assess the dtatlsireatment of specific government operationd an
to assure that provisions from the ESA 1995 MararalGovernment deficit and debt and recent
Eurostat decisions are duly implemented in theiaitalEDP notification tables and in national
accounts.

Eurostat reviewed thgtatistical capacity issues, e.g. the institutional responsibilities with respto

the reporting of data under government financessiega and EDP. EDP tables are officially reported
to Eurostat by the Italian Statistical Institut&TAT). ISTAT compiles the actual government net
lending/net borrowing. Bank of Italy (Bol) and thenistry of Finance (MoF) are also involved in the
production of Government Finance Statistics (GA3)! is responsible for the compilation of
Maastricht debt and the MoF for the data on pukdictor borrowing requirement (i.e. the cash based
public accounts working balance) as well as thenea data (forecasts). Eurostat took note of the
existing institutional responsibilities and of tgeod cooperation between ISTAT, the Ministry of
Finance and the Italian Central Bank in the fidlé:&S and EDP.

Eurostat discussed with the Italian statisticahatities the characteristics of tbeurce data, as well

as the accounting basis for the working balandeDi tables 2A and 2C, and the adjustments needed
to properly compile the figures on an accrual basigostat took note of the advancement made in
introducing the SIOPE system as an important sodata for the majority of general government
units.

Therevision policy for EDP data is a source of concern for Eurosiht invited the Italian statistical
authorities to analyse the possibility of reduding revisions between two April notifications.

As a follow-up to the EDP dialogue visit of 23-24 March 2009, Eurostat welcomed the
implementation of all action points from the prexsoEDP dialogue visit. However, the issues of
monitoring the compliance with the classificatiates for units established by local government, the
MOSES project and the operations conducted by Clsgositi e Prestiti (CDP) were further
discussed.

On theactual data of the April 2011 EDP reporting, the discussion concentrated on the adjustments
in the EDP tables in relation to the Questionna@lated to EDP tables, as compared to the October
2010 EDP notification.



Eurostat invited the Italian statistical authosti¢o cooperate closely, and further improve the
reporting in EDP tables 2 of the transfers betwaémsectors, and the working balance in EDP table
2C. Eurostat recommended that other accounts mdzeivand other accounts payable, as well as
adjustments for interest and for EU flows shoulddg@orted in a systematic way in EDP tables 2 and
3. It was also agreed that ISTAT will check if treporting of shares and other equity for local
government is on a net basis, and correct thedgyuf necessary. The lack of data on trade credits
advances in EDP table 4 was discussed and Eumasainformed about the advancement of the work
to evaluate these flows for local health units.dstait encouraged the Italian statistical autharitee
intensify their efforts to complete the calculagoand to report the trade credits and advances line
(AF71 L), as soon as possible.

One of the issues of concern for Eurostat and takam statistical authorities are the statistical
discrepancies in EDP tables 2 and 3. It was thexedgreed that further progress was needed to
identify the reasons and find solutions for redgdimem.

The discussions on the methodological issues fedussginly on the delimitation of the government
sector, the implementation of the accrual pringiple well as the recording of specific government
transactions (e.g. government guarantees, camjettions, recording of EU flows, recording of

military equipment, PPP contracts and financiaivdgives).

On thedelimitation of the general government sector, Eurostat enquired about the application of the
50% criterion and the requested specific list afalogovernment public corporations undertaking
transportation services, water and electricity $epg for which the market/non-market test hasnbee
applied, as well as the results for the latest &rgieln particular, Eurostat asked about the sector
classification of ATAC spa (the enterprise suppdylacal transportation services to the Municipality
of Rome) and enquired on the capital injectionghis corporation, as compared to the losses regorte
in table 10.2 of the Questionnaire related to EDRifination and on a loan provided by the
Municipality of Rome in the year 2009.

Eurostat took note of the increasing number of ueses and legal procedures against ISTAT by some
entities included in the list of public units cldesl in the general government sector, leading to
heavy workload at the National Accounts DirectoiGftéSTAT.

Eurostat and the Italian statistical authoritiede@ed theimplementation of the accrual principle
concerning taxes, social contributions and interest

Eurostat took note of the explanations given byA%Ton the recording of taxes and duties on an
accrual basis and on the revision of the stockastes from the October 2010 to the April 2011
notification.

On the calculation of social contributions on anraal basis, Eurostat requested the Italian stzlist
authorities to analyse, as a first priority, thpmeiation coefficient applied, especially for thst four
years and the level of the receivables for so@alributions collectable by INPS and INAIL. ISTAT
was invited to revise the depreciation coeffici¢aking into account the economic reality. Conaagni
table 5 of the Questionnaire related to EDP natifans, the discussion focussed on the significant
stock of receivables for social contributions, esgéy in the last years, and it was agreed thatAl's

will investigate the issue and propose a new dégtien coefficient or revise the methodology for
calculation of the accrual social contributions.



Concerning the calculation of interest on an addpasgis, Eurostat took note of the methodology for
calculation of the accrual interest and on theedéhce between accrued interest reported in EO® tab
2A and EDP table 3B.

Eurostat analysed tables &n(government guarantees) of the Questionnaire related to the EDP
notification and requested that the guaranteesseats related to SACE and CDP are withdrawn for
the amounts on guarantees reported, as the tafpleests information on guarantees on liabilities.
Eurostat took note that the local authorities cmué guarantees. The Italian statistical authsntid
investigate if the local government provided guégas in the reporting period and improve the tables
if needed.

Eurostat questioned the amount aapital injections for local government classified as financial
transactions for the years 2008 to 2010. On theeisgsuperdividends, Eurostat enquired if the test
is regularly performed and wondered about the amand the time of recording, for the dividends
from Poste Italiane. Eurostat requested the acsmfriRoste Italiane for the years 2009 and 2010.

Eurostat took note of the explanations providedS®JAT on the recording oEU flows, and of the
reason for revision of data in the EDP notificatadApril 2011, for the year 2009.

Eurostat and the Italian statistical authoritiescdssed the recording of the assets relating t®@Bfe
project “Ospedale di Castelfranco and Montebelluoatside the government accounts, taking into
account that all the risks are with the privatermparand that there is no other government intéroen
related to the project. Eurostat took note tharethwere no new securitisation operations to be
reported.

Onmilitary equipment, Eurostat requested the Italian statistical autilesrto investigate and confirm
if there were any receivables (advance paymentsg tecorded in EDP tables 2A and 3B as well as in
table 7 of the Questionnaire related to the EDHioation.

Eurostat and the Italian statistical authoritiescdssed on the recording fohancial derivatives for
central and local government subsectors. Eurosté#t hote of the explanation for the recording in
EDP tables.

ISTAT recalled the general revision of national@gaus, due to the transition to Nace Rev 2, leading
to revisions in theeSA95 transmission tables for the general government sector. There will be a
temporary inconsistency between EDP and annual dag on one hand, and quarterly non-financial
and financial accounts for government sector, emother hand.

The meeting was appreciated as constructive andsEirwelcomed the explanations given by the
Italian statistical authorities. Eurostat also teh the Italian statistical authorities for the
documentation provided prior to the dialogue visit.

With a few exceptions, for which explanations werevided by ISTAT, the action points agreed
during this EDP dialogue visit have been implemerg the Italian statistical authorities according
the agreed deadlines. The delays are due to thdoadrat the ISTAT national accounts Directorate.



FINAL FINDINGS

I ntroduction

In accordance with Article 11 (1) of Council Regida (EC) No 479/2009, as amended by Regulation
679/2010, as regards the quality of statisticahdatthe context of the excessive deficit procedure
Eurostat carried out an EDP dialogue visit in ltahy27-28 June 2011. The delegation of Eurostat was
headed by Mr. Luca Ascoli, Head of Unit C3 (Statstfor the Excessive Deficit Procedure 1). The
Directorate General for Economic and Financial &¢DG ECFIN) and the European Central Bank
(ECB) also participated in the meeting as observidis Italian statistical authorities were représdn

by the Italian Statistical Institute (ISTAT), theilitry of Finance (MoF) and the Bank of Italy (ol

The previous Eurostat visit to Italy had taken plaa 23-24 March 2009.

The aim of this EDP dialogue visit was to assessttisting statistical capacity, to review insiuagl
responsibilities in the field of government finargtatistics (GFS) including EDP reporting, to asaly
information on data sources provided in the EDReimiory, to clarify issues relating to EDP tables
raised in the context of previous notificationsctarify sector delimitation of general governmenot,
analyse the application of the accrual principlenational accounts and EDP and to ensure that
provisions from the ESA95 Manual on Government €efand Debt were implemented and that
specific government transactions were appropriatetprded in the Italian EDP notification and in
national accounts.

Eurostat appreciated the amount and quality ofitthermation provided by the Italian statistical
authorities prior to the EDP dialogue visit. Euatstlso thanked the Italian statistical authorifms
the explanations given during the mission and apared the transparent and
constructive discussions.

1 Review of statistical capacity issues

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

Introduction

All activities related to the preparation and tramssion of EDP notification tables to Eurostat are
coordinated by ISTAT. ISTAT is responsible for tt@mpilation of the actual government net lending/
net borrowing. Bank of Italy and the MoF are alswolved in the production of Government Finance
Statistics (GFS). In particular, Bank of Italy esponsible for the compilation of Maastricht detd a
the MoF for the data on public sector borrowinguiegment (i.e. the cash based public accounts
working balance) as well as the planned data (bwtsg.



Discussions and methodological analysis

At the request of Eurostat, the Italian statistiaathorities described the cooperation between the
institutions involved in the preparation of goveemh finance statistics and the EDP tables. The
cooperation is based on agreements between IST&TGeneral Accounts Department (RGS) and the
Fiscal Policy Department of the Ministry of Econan#iffairs as well as the Ministry of Health and
the Bank of Italy. The framework agreements hawenbenewed in 2009, including arrangements on
EDP and other issues. Regular meetings of the pwmmagroup dealing with GFS issues are
organised, mainly to discuss methodological issusto analyse the consistency of the data. Minutes
of these meetings can be made available to Eurostat

Eurostat enquired about the cooperation with theidthy of Health. The Italian statistical authagi
mentioned enhanced cooperation with the Ministryde&lth for the compilation of trade credits and
advances in EDP table 4 (AF71L).

Findings and conclusions

Action point 0: Eurostat took note of the existingfitutional responsibilities of ISTAT, the Mimsbf
Finance and the Bank of Italy in the field of Gaweent Finance Statistics.

1.2. Sour ce data characteristics and revision policy
121 Sour ce data characteristics
Introduction

The consolidated inventory of sources and methdd&aly is published on Eurostat's website. The
inventory provides information on data availabilégd data sources for all subsectors of the general
government sector.

Prior to the EDP dialogue visit, ISTAT provided apdated list of units by category which is
presented as an Annex to the consolidated Invermbspurces and methods for EDP statistics. The
list was published in the Official Journal of thalian Republic on 24 July 2010 and is also avé&lab
on the ISTAT’s website. ISTAT also provided an ujgdan the implementation of the SIOPE system.

Discussions and methodological analysis

ISTAT recalled the delimitation of the general gawaent sector in Italy, which comprises the central
government (S.1311), the local government (S.138) the social security funds (S.1314). The
subsector S.1311 consists of the "State", Rasd&dies, Independent administrative authoritied an
Institutions providing cultural and recreation seeg at the central level.

ISTAT described the main source data for centralegument (S.1311): a) the Budget reporting (it
includes the revenue and expenditure of the miegt b) the Treasury State Sector Accounts Table
(quarterly report on cash borrowing requiremen))the simplified account of State expenditure (it
includes detailed expenditures appearing in thee3tadget), d) breakdown of tax revenue by type of
taxes on a cash and assessment basis, e) detfibrdiget funds of ministries, f) state expenditare
military equipment under long-term contracts, gaded information on the EU flows.



There is consistency between the budget reportirtheoState and the budget reporting of the other
general government bodies. The data in the budgetrting is on a cash and assessment basis (with
the assessments not usually corresponding to threadasis, as defined in ESA95).

The data from other central government bodies Ieaed from their profit and loss accounts and
balance sheets (on an accrual basis), or from sessgtveys conducted by ISTAT with standard
guestionnaires (on a cash basis).

The subsector S.1313 is composed of Regions amti@ubus Provinces, Provinces, Municipalities,
Chambers of Commerce and other economic bodiescatl level, notably providers of health,
education and cultural services at local level.

The main data source for the compilation of theoants of Regions is the budget reporting (detailed
current and capital revenue and expenditure). Toeumts for the Provinces and Municipalities are
based on the final accounts certificates (by theidthy of Interior up to year t-2). The source the
Local Health Agencies and Hospital Agencies isdharterly and annual survey of the income and
expenditure statements of those bodies (condugtedeoMinistry of Health). For the other bodies of
local government, ISTAT conducts a survey, basedtlmir economic or financial accounting
specifications.

The subsector S.1314 includes three large bodiesNational Institute of Social Insurance (INPS),
the National Institute for Insurance against Acoideat Work (INAIL) and the National Insurance
Institute for Employees of the Public AdministratiNPDAP), and other smaller bodies (most of
them private). The main data sources are two ssre€ySTAT, for social security bodies having a
public legal personality and for those that haywigate legal personality. The social security lesdi
having a public legal personality compile a finah@tatement typical for public accounting. INPS
compiles also an economic statement which, althaugthvery detailed, is linked to the financial
statement. The bodies that have private legal pafgp compile income and expenditure statements
and balance sheets according to the rules applipdvate sector businesses.

ISTAT described the SIOPE (General Government Betiens Information System), which is
operational since January 2008. Since 2010, thr@&IGHPE, all the receipts and payments of public
bodies are available daily to the State GenerabAnting Department.

ISTAT pointed out that a new law (31 December 2010,196), defining the new accounting rules for

public accounts, established that, starting froh2@ash flows of government bodies should derive
from the SIOPE System. According to this law, thererly cash reports, previously used for the

calculation of the working balance, were replabgdcash data from SIOPE for the majority of units

belonging to the general government sector. ISTAhtioned that the cash flows collected from the

SIOPE system have been ued in the calculationeoittrking balance for the year 2010, and the year
2009 data has been revised using the same souece da

At the request of Eurostat, the Italian statisteathorities clarified that data from SIOPE is u$ed
almost all units belonging to the general governnsentor.



ISTAT explained that the source data used allowpiling half final data in April and final data in
June, for the “State”, final data for t-1 in Jwfeyear t for the Regions (expenditure and reveiane)
half-finalised data for year t-1 in year t for Maipalities (data is from the Ministry of Interioryor
local health units (LHU), data is available frone tprofit and loss accounts, on an accrual basss; th
data is final in April of year t, for the year t-Bor social security funds, quarterly cash flows ar
available in year t for year t-1 data and in addit financial statements for funds having a public
legal status and profit and loss accounts for thvagle a private legal status. However, the finalada
for social security funds is available in yeartttioe year t-2 data.

Eurostat requested explanations on the improveneti® reporting, after the introduction of SIOPE.

ISTAT explained that a high degree of detail of tdash data is available through SIOPE (used for
reporting by regions and municipalities), which wasy detailed technical rules. This allows better
estimations of the accruals due to in-depth amalysthe information available.

Eurostat asked a confirmation concerning the Stata of year t-2, which may be final in year t-1 in
October. ISTAT pointed out that, normally, theree aro reasons for revisions. However, some
corrections may occur, due to more in-depth ansigkthe data.

Eurostat wondered if revisions should still be etpd for data in the years 2008 and 2009, in the
future submission of EDP tables, taking into ac¢dbhat SIOPE is used as a data source starting from
2010.

ISTAT considered unlikely any revisions of data the year 2008, due to data sources. The year
2009 data has already been compiled based on SIB&kever, some minor revisions due to other
reasons might be possible.

Eurostat enquired if "commitment” data meansumtadata. ISTAT explained that adjustments are
needed to commitments in order to transform thetm accrual data, both concerning the amounts and
the period of recording.

Eurostat and the Italian statistical authoritiescdssed on the updated number of units includédein
general government sector, based on the tableqed\y ISTAT prior to the EDP dialogue visit.

Findings and conclusions

Eurostat took note of the quality of source datd ahthe change in the Italian legislation conceni
the source data for public bodies.

Action point 1: ISTAT will update the EDP inventomgth the description of the advancement in using
SIOPE for compilation of national accounts for gextegovernment (in particular for local
government), and will update Annex 1 (includingléab) of the EDP inventory showing institutional
units included in the general government sectah wata for 2009 and 2010

! Action point implemented



1.2.2 Revision policy
Introduction

The ltalian statistical authorities participatedtie pilot exercise and completed the part on fewi
policy of the new format of the EDP inventory.

ISTAT publishes the general government account$®oof March of year t for the years t-4 to t-1 at
the same time of the GDP release. The same figueegrovided at the end of March to Eurostat, fully
consistent with national accounts aggregates.

There are no revisions to EDP figures between dnlladch and end of September notifications,
except for occasional revisions due to specifizassresulting from new relevant data or from
discussions with Eurostat. The annual data is eevizetween two April notifications and this revisio
policy depends on the status of sources used inghborrowing calculation for each year.

Discussions and methodological analysis

Eurostat asked for explanations on the magnitudeswgions showed in April, which is a different
revision policy than in most Member States.

ISTAT explained that the magnitude of the revisidretween two April notifications could be

reduced, if the net lending/net borrowing was daled twice a year, however this would imply a
revision of the whole system of calculation. ISTAds a legal obligation to present the data at ide e
of February of each year.

Eurostat insisted on the fact that most MembereStatvise their data in October and advised the
Italian statistical authorities to envisage the silméity to change the revision policy, especially
because the figures of April were not very precMereover, according to the description of the data
sources, data for the State is available befor®ttteber notification. Therefore, it would be acke

to use the new figures rather than wait until Maw€khe following year.

ISTAT stressed that a revision in October wouldllearevisions of the whole national accounts and
related statistics, however, promised to analyseigbue in order to find a solution to the sigmifit
revisions between April notification of two subsequyears.

Findings and conclusions

Action point 2: ISTAT will assess whether the rewis of the EDP B.9 due to revised State budget
data have been negligible in the past between firé @nd the October EDP notifications and report
to Eurostat on this isstfe.

Action point 3: In case the revision of the Stattadbetween April and October has not been
negligible, Eurostat encourages ISTAT to envisdgepossibility of changing its revision policy, as
updated data for the central government sub-seateravailable for the October EDP notifications.

2 Action point implemented according to the deadline
% The revision policy has not been revised.



2. Follow-up of thelast EDP dialogue visit to Italy (23-24 Mar ch 2009)

Introduction

There were no outstanding issues from the previeDB dialogue visit to Italy. However Eurostat
asked to be informed on the monitoring of the coamge with the rules for sector delimitation,
especially for the local government sector, ondéeelopment of the MOSES project as well as on the
operations conducted by Cassa Depositi e PreSiitP( in the context of the new legal framework.

Discussions and methodological analysis

Action point 11: Concerning the sector delimitatiohpublic units, Eurostat encouraged the Italian
statistical authorities to continue monitoring thempliance with the classification rules, espegiall
for those units established by local governmenexternalise activities previously carried out by
government.

ISTAT explained that the compliance with the clasation rules is regularly checked for the
government units.

Eurostat requested the analysis to be providethéytalian statistical authorities, whenever idae.

Action point 12: After the April 2009 notificatiphSTAT will send a note analysing the possible
impact on government accounts of the MOSES conistinugroject of flood barriers in Venice. ISTAT
was also encouraged to inform Eurostat regularly such issues, especially when big projects
are concerned.

The lItalian statistical authorities mentioned thhbut 60 % of the Moses project is finalised and
recorded as gross fixed capital formation.

Action point 13:. Eurostat invited ISTAT to clgselonitor the operations which will be conducted by
the Cassa Depositi e Prestiti in the context of nkeev legal framework in order to control whether
some operations would need to be rerouted throwyeignment. (medium term action)

At the request of Eurostat, the Italian statistaathorities explained that CDP (which is ownedHhwy
State and the Italian banking foundations) is imedl in some infrastructure projects, and has no
implication in the financial turmoil. The acquisiti of strategic participation in some companies is
under discussion.

Eurostat enquired on the implication of CDP in pedy investment in infrastructure and wondered if

CDP does not act on behalf of the Italian goverrimEBme Italian statistical authorities pointed ¢t
CDP acts like any normal private investor and nofpublic policy purposes.
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Findings and conclusions

Action point 4: ISTAT will continue to monitor thetivities of "Cassa Depositi e Prestiti" (CDP) in
order to find out if all are undertaken under markenditions and to ascertain if there is no need t
reroute some operations through government. ByOitt®eber 2011 EDP notification, ISTAT will send
a note to Eurostat on this issue, including a dggion and an analysis of the special loans withtest
guarantee provided by CDP to enterprides.

3. Actual data - the April 2011 EDP natification
31 Examination of the EDP tables in relation with the Questionnaire relating
to EDP tables

Introduction

Under this item of the agenda, Eurostat discuss#dtie Italian statistical authorities the Apr21
EDP natification tables in relation to the Questiaine related to EDP notification, as comparecto t
October 2010 EDP notification.

Prior to the dialogue visit, the Italian statistiauthorities provided Eurostat with a note ardde on
reconciliation of transactions in F.7, as repoiteBDP tables 2 and 3.

Discussions and methodological analysis

EDP table 2A

At the request of Eurostat, the Italian statistaagthorities explained that the working balancéaiple

2A is the balance of cash flows (the differenceMeein expenditure and revenue) of the public sector,

which is very close to the definition of the cehgavernment sub-sector, including other bodies tha
the “State”. Consequently, there is no adjustmenséctor delimitation in table 2A.

Eurostat asked about the recording in EDP tableoR#ne current transfers for sub-sectors, for the
years 2007 and 2008, which have been revised idping 2011 EDP notification. ISTAT explained
that the revision is due to the reallocation ohsfars from one sub-sector to another, following a
crosschecking of inflows and outflows data receifreth each sub-sector of general government and
from other sectors. An improvement of the dataxigeeted from SIOPE, which can provide better
information of outflows of the State to each lewdllocal government (regions, provinces and
municipalities), and by type of expenditure.

Eurostat stressed that it was very difficult to lgs@ the "other accounts receivable” and "other
accounts payable" in EDP table 2A in connectioth&similar transactions in EDP table 3B.

* Action point implemented in April 2012. Three peumtar businesses of CDP were analysed: the fundsiiall and
medium-size enterprises, the business revolving foad and the export bank operations.
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ISTAT confirmed that other accounts receivable DPE2A contain, besides transactions related to
taxes, military equipment and other transactiohs, ihterest receivable, while in EDP table 3B, it
contains both receivables and payables relatedntiereist. Moreover, the balance of EU flows
(outflows from the Treasury to beneficiaries), népd in EDP table 3A, is shown in EDP table 2A
under “other adjustments”.

Eurostat stressed that the time difference onastefior loans should be treated in the same way in
EDP tables 2 and 3, preferably recorded with tlsérument, as requested by ESA95. If reported as
"other accounts payable" or "other accounts retdathe adjustment lines in EDP table 3 would not
be comparable with other Member States.

For the adjustments for the EU flows, Eurostat ys&d the sub-set of EDP tables 2A, 2C and 3A,
showing the recording of the EU funds, provided ISYAT prior to the EDP dialogue visit. The
balance of EU flows is shown in EDP table 2A a$éotadjustments” and in EDP table 3B in "other
accounts receivable/payable”, which makes the aisabf data difficult. Therefore, Eurostat stressed
on a symmetrical recording.

Table 2C

Eurostat and the Italian statistical authoritiesead that the same principles as in tables 2A &d 3
discussed above, should apply to interest and BUdsfuecorded in EDP tables 2C and 3D.

Table 2D

Eurostat asked for explanations on the reasons twkRyworking balance in EDP table 2D is
always zero.

ISTAT explained that the social security funds saar is a particular case; the zero amounts #®r th
working balance means that in fact its balancedtuded in the State. Transfers from the Statéeo t

social security funds and the other way round,tedldo the working balance, occur, as INAIL's
surplus is included in the treasury accounts (foeeein the working balance) and INPS is always
balanced. According to the Italian statistical auitfes, the social security funds cannot incurtdeb

except for some minor debt for collateral actiatike securitisation of buildings.

It was agreed that this was a presentational iskoejever ISTAT agreed to provide a short
explanation of the “zero balance” in the columnrfenents” of the EDP table 2D.

Eurostat asked for an explanation for the differgahd observed for receivables and payables in
2010, where receivables doubled as compared to, 2dtl# for the payables almost the same amount
is shown as in 2009. ISTAT explained that part lué teceivables relates to social contributions
collectable by INPADP, and INPS. For the year 2. @jgnificant amount of receivables relates to
delayed payments for renewals of contracts and patgrof arrears made in the public sector, which
were collected by INPADP in early 2011. The paysalvidate to social benefits.

Eurostat pointed out the significant accumulatedisof receivables for social contributions repdrte
in table 5 of the Questionnaire on EDP notificationthe last years, and wondered if this refl¢lts
economic reality.

The issue of calculation of social contributions an accrual basis was discussed under the
methodology item.

12



Table 3D

Eurostat asked the Italian statistical authorittesonfirm that in the line “net acquisition of sea and
other equity” the net amount is reported. ISTADmIsed to investigate and send a note to Eurostat
on the issue of recording of shares and otherefuitiocal government.

Table4
Introduction

Data on the stock of trade credits and advances/(Al in EDP table 4 are not reported. This has
already been discussed, on several occasions, ththitalian statistical authorities. During the
assessment of EDP data in the October 2010 and 2@til notifications, the ltalian statistical
authorities had informed Eurostat that they werekimg on the data, especially for the health care
entities, based on microeconomic data of a sanfdleaal Health Units balance sheets.

Prior to the EDP dialogue visit, the Italian stttisl authorities provided Eurostat with a note
explaining the status of the work for compiling AE7

Discussions and methodological analysis

ISTAT detailed the progress in gathering the infation on the stock of trade credits for Local Healt
Units (LHU) and explained the key elements usedaimpile the figures. The most important aspects
are the reconciliation and the consistency cheokghke accrual and cash revenue and expendituae dat
from the profit and loss accounts and balance shafethe units and from SIOPE. ISTAT mentioned
that some of the issues of concern related to Fabeounts” which are carefully analysed, e.g. cash
advances not accounted in the balance sheet, p&ymeade by Regions on behalf of the LHU,
accounted in SIOPE, but not in the accounts ofltH&) and netting of credits and debt between
different LHUs.

Eurostat requested to see the results of the asalgslertaken by the ISTAT in cooperation with the
Ministry of Health. ISTAT expressed its confidentmat the result of the work will be available in
about one year.

Eurostat expressed its concern that the stock leradccounts payable (AF7L) has been until now
published without the data from Local Health umitel invited the Italian statistical institute to go
with the investigation in order to get results asrsas possible.

Findings and conclusions
Action point 5: From the October 2011 EDP notificat onwards, the accounts payable in EDP

tables 2A/3B and 2C/3D will be reported in a cotesis way: interest should be reported under the
instruments (in tables 3) and EU flows under pagabkceivables if this is the case (in tables 2).

® Action point implemented according to the deadline
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Action point 6: From the October 2011 EDP notificat onwards, the presentation of the working
balance in EDP table 2D, which is always zero, stidae explained in the table (in the last column).
Also the line « other financial transactions », @rhiseem to relate to the cash transfer from central
government working balance, should be explaindteein the last column of the table 2D or in table
2 of the Questionnaire relating to EDP notificatich

Action point 8: Eurostat takes note of the advarer@nof the calculations of AF71L for local health
units and encourages the Italian statistical authes to intensify their efforts to complete the
calculations and report the line AF71 L in tabl@g soon as possiblé.

Action point 17: Before mid August 2011, the ltal&atistical authorities will provide a note oreth
recording of transactions in shares for local gawaent (for increases and reductions) as reported in
table 3D. In particular it will be checked whethe amounts reported are gross or fet.

3.2 Statistical discrepancies
Introduction

The statistical discrepancies are significantDPBables 2A, 2C, 3A and 3B. This issue has alem be
discussed in the EDP dialogue visit of 2009, ad a®lduring the assessment of EDP data in April
2011. Part of statistical discrepancies may oacuheé process of consolidation of the sources tsed
compile the accounts of general government.

Discussions and methodological analysis

Eurostat noted that for EDP tables 3A and 3B, théssical discrepancies are significant, while for
EDP tables 2 the sum of statistical discrepan@eshfe sub-sectors is less important. However, many
Member States do not report statistical discrepanici EDP tables 2.

Eurostat wondered whether one of the reasons dtiststal discrepancies is the use of differenadat
sources for the compilation of national accountgyieneral government than those for the compilation
of EDP tables 2.

ISTAT confirmed that the B.9 is calculated fromfeliEnt data sources for national accounts. At the
same time, the B.9f is calculated from the finagcside for liabilities and from direct sources for
assets of shares, other equity and loans. The alemting items, B.9 and B.9f, should be comparable
and for reasons of transparency, the statisticarepancies are shown. ISTAT pointed out that with
more extensive use of SIOPE, the statistical dissreies might be reduced.

Eurostat suggested that the statistical discrepanuight be the result of the consolidation, asit
be interpreted from the data reported in EDP taBlesnd that ISTAT should analyse the sub-sector
data more in-depth.

® Action point implemented according to the deadline

" Data on trade credits and advances (AF71L) isemdrted in EDP table 4.

8 Action point implemented in August 2011. At thecasion of the EDP notification of October 2011, lines relating to
reduction in loans and reduction in shares andrateity were revised.
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Eurostat questioned if the deficit of the generalegnment sector for the year 2010 was not
underestimated, as the sum of statistical disci@parwas negative. The Italian statistical authesit
confirmed that the debt figures were correct, andt tthere was no danger of underestimation
of the deficit.

Eurostat stressed that progress is expected frenitdhan statistical authorities for the reductioin
statistical discrepancies in both EDP tables 2 &ndhe Italian statistical authorities confirmedith
the work is ongoing and results are expected im#ae future.

Findings and conclusions

Action point 7: The Bank of Italy and ISTAT willntimue the work to identify the reasons of some
non-negligible statistical discrepancies in the ED@tification tables and to find solutions to reduc
them. ISTAT will send a note to Eurostat befordl®11.2 on the results of this work.

3.3 Other EDP relating tables

@ Tableson thefinancial crisis

Introduction

Since April 2009, the Italian statistical authagtiprovide Eurostat, twice a year, with the infdiora

on government interventions in the context of timaricial crisis. In 2009, the Italian government
subscribed special bonds issued by banks for aruminad 4050 million euro; the transfer of cash
increased the government debt, by the same amount.

Discussions and methodological analysis

At the request of Eurostat, the Italian statisteaihorities explained the operation. In 2009, tHdide
reports the subscriptions by the State of bondgesdy banks. These are hybrid instruments, with no
voting rights attached and therefore are recordeattzer equity (F.5), assets of the government.
Eurostat questioned if this can be considered antiral transaction. The Italian statistical authesi
argued that from the amount of about 4 billion e@oeady in 2011 about 1 billion was reimbursed.
The net calculated revenue of the operation in 20tipacting the deficit, was about 88 million euro
(the interest payable is about 139 million while thvidends receivable by the government is about
227 million euro).

Findings and conclusions

Eurostat took note of the explanations providedhayltalian statistical authorities on this issue.

® Action point not yet implemented, the Italian stétal authorities reported in April 2012 that therk is still on-going.
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(b) Tableson intergovernmental lending
Introduction

Since April 2011, the Italian statistical autha@#iprovide Eurostat, on a quarterly basis, with the
information on lending to other Member States.

Discussions and methodological analysis

Eurostat enquired if the amount reported togethién the EDP notification tables of April 2011
related to government lending only to Greece ar tdsother countries.

The Italian statistical authorities confirmed tlkaen if lending to other countries (Malta) occurriéek
amount must have been negligible.

Findings and conclusions

Eurostat took note of the explanations providedhayltalian statistical authorities.

4, Methodological issues
4.1. Delimitation of general government, classification of institutional units according to
ESA95

Introduction

The Italian statistical authorities provided Euabsprior to the EDP dialogue visit, with a shooten
describing the recent developments concerning éliendation of government sector in the light of
the law of 31 Dec. n.196/2009, (art.1)“Legge ditednilita e finanza pubblica”. ISTAT also provided
Eurostat with a table describing the institutionalts included in the general government sector, by
sub-sectors, as well as tables describing the d@sasgice the publication in 2009 of the EDP
Inventory.

Discussions and methodological analysis

At the request of Eurostat, ISTAT explained thatsithe last update of the EDP Inventory (in 2009),
some migration in the list of units has been reedrdsome units (17 units) disappeared, some units
(90 units outflows and 41 units inflows) were trfamsied and some units (83 units) were created.
Some transformation of units will be reported dtsothe year 2011.

ISTAT explained that, according to the law, it lfas obligation to publish the list of units recadde

the general government sector, which is based amasgic criteria. Sometimes the sector
classification of units, based on economic critedaes not coincide with the set of public units
according to the public law. Therefore, the usehef ISTAT list for fiscal policy interventions gave
rise to a large number of judicial disputes and iatstrative recourses. This caused a great burfien o
work for the National Accounts Directorate, who hagustify case by case, based on an impressive
number of documents.
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ISTAT expressed its concern about the fact thastagstical list is transformed into an administa
one and informed Eurostat that an increased nuoflyecourses are expected in the future.

Eurostat asked for the specific list of public amgtions, including transport units, water and
electricity suppliers, and enquired if the accowftpublic corporations are analysed regularlytfe
market/non-market test.

ISTAT confirmed that all public corporations arsted in order to decide if they are market or non-
market (the 50% test), based on the data on satesasts from their business accounts.

Eurostat recalled the report to the Ecofin Counailthe impact of the new rules for the market/non-
market test, according to ESA2010, on the defiodl @ebt, and enquired about the status of the
analysis done by the Italian statistical authasitie

ISTAT stressed that an impressive amount of work tduthe regular revision of the whole national
accounts made it difficult to perform the analysis short time and suggested a postponement of the
deadline. Eurostat accepted the proposal, howensestéd to receive the questionnaire by 15 July
2011.

ESTAT enquired about the sector classification ofAE spa (the enterprise supplying local

transportation services to the Municipality of RQraed asked the Italian statistical authorities how
significant were the capital injections to this poration, as compared to the losses reported ie tab
10.2 of the Questionnaire related to EDP notifati

ISTAT explained that ATAC spa is one of the unitsieth are monitored carefully and that until now
the corporation complied with the 50% rule and ¢ff@ne is classified outside the local government
sector (in the non-financial corporations sectot1j

Eurostat asked the Italian statistical authorittesvestigate a loan to ATAC spa of about 500 iomll
euro, provided by the Municipality of Rome in theay 20009.

Findings and conclusions

Action point 13: Before the October 2011 EDP ncéifion, ISTAT will send to Eurostat a list of
public units controlled by the local governmenttite domain of public transportation and other
public utilities (to be identified). The list widlso provide information on sales, costs and on the
market/non-market test for the latest 3 years &mheunit, as well as their sub-sector classificati®

Action point 14: Before the October 2011 EDP nodfion, ISTAT will send to Eurostat the profit and
loss accounts and balance sheets of the 10 bidmeaitpublic transportation corporations.

Action point 15: Before the October 2011 EDP natifion, ISTAT will send examples of recent
verifications for central government and local gowveent units (five for central government and five
for local government) for which the sector classifion changed between the years 2009 and 2810.

Action point 16: Before 15 July 2011, ISTAT wijl to answer the questionnaire on the impact of the
market/non-market test according to the provisiohESA2010"°

10 Action point implemented according to the deadline
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Action point 19: Before the October 2011 EDP ncaifon, the Italian statistical authorities will
provide a note on the sector classification of AT#&@ a description on how the system concerning
the financing of losses of ATAC works and will alseestigate the nature of a loan of 500 mill €
provided ?3/ the City of Rome to ATAC in 2009. Tteoants of ATAC should be provided for 2009
and 2010:

4.2. I mplementation of the accrual principle:
4.2.1. Taxes and social contributions
Taxes

Introduction

ISTAT provided to Eurostat, prior to the EDP dialegvisit, an updated note on cash and accrual
recording of indirect taxes and social securitytdbations and an updated questionnaire on taxds an
social contributions.

Discussions and methodological analysis

ISTAT explained the two methods of collection okda by the Italian administration: the self-
declarations by the tax payers and the assessmyetfiebtax authority of the taxes due by the tax
payers. A special form (F24) is used for personabine tax, corporate tax, VAT, regional tax on
productive activities and municipal real estate thrxough which taxes can be recorded according to
the ESA requirements of time of recording.

Eurostat enquired about the revision of the stdctaxes from the October 2010 to the April 2011
notification, shown in the Questionnaire relatedE®P tables. ISTAT explained that while analysing
the impact of the new method of recording of cdetd, involving "compensation of taxes", applied
for the region Friuli Venezia Giulia for 2009, itas found out that also for Sicilia region a similar
correction to the figures of the year 2010 hadaalbne, leading to an impact on the "other accounts
receivable” and "other accounts payable” in EDRetdb However, for the past years, due to the lack
of time, the revision can only be done in the EDEfication of October 2011.

Findings and conclusions
Eurostat took note of the explanations providedhayltalian statistical authorities and of the rexin
of "other accounts receivable” and "other accoumdyable” related to taxes in the EDP tables and
the Questionnaire related to the notification tablef October 2011, due to an amount of
compensation of taxes for the region Sicilia, whigh improve statistical discrepancies.
Social contributions
Introduction
During the assessment of deficit and debt datapnl 2011, it has been pointed out that the stdck o

social contributions reported in table 5 of the Qimnnaire related to the EDP notification, incexhs
significantly over the past 15 years, and espsacaalring the last years.
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In addition to the updated note on accrual recgrdihsocial security contributions, ISTAT provided,
prior to the EDP dialogue visit, the calculationtbé depreciation coefficient for social contrilouns

for 2010. For the calculation of accrual social tedmtions, ISTAT uses the assessment method,
where the amounts are corrected with a depreciatoafficient for the amounts unlikely
to be collected.

Discussions and methodological analysis

Eurostat analysed the stock of receivables foras@antributions, in connection with the actualiabc
contributions (D.61, in ESA95 terms) and pointed that, despite the claimed improvements in
collecting of the amounts by INPS, the stock wastiooiously increasing. ISTAT explained that the
growth of the stock of receivables for social cimitions for 2010 depends mainly on INPDAP, and
that a decrease is expected in 2011. ISTAT alset@wiout that, since 2008, a more prudent approach
has been applied when calculating the adjustmegificent (depreciation coefficient) for INPS and
INAIL.

ISTAT presented in detail the method for calculatad social contributions on an accrual basis, for
the three main social security bodies: INPS (ctibgcabout 63% of the total social contributions),
INPDAP (collecting about 27% of social contribut®)nand INAIL (collecting about 4%). The
depreciation coefficient (to take into account abcontributions unlikely to be collected) is cdated
based on a sophisticated model, applied to datalIN®*S and INAIL. The same depreciation
coefficient applies to INPS and INAIL. INPDAP is thexposed to the non-collection risk, as it
manages the social contribution from the employéegneral government.

The calculated depreciation coefficient for 200% lheeen revised due to the enhanced capacity of
INPS to collect social contributions and the langenber of requests from corporations for payment in
instalments of the social contributions due.

Eurostat appreciated the explanations, howeventgmiaut that at end of 2010, the reported stock of
receivables for social contributions was about Blibb euro. When analysing the figures in relation
to the amounts of social contributions from theafitbudget of the year 2010, it appears that a
significant amount of social contributions is exigecto be collected in the future. Eurostat wondere

if the model used to calculate the coefficient wppropriate and whether the assessed amounts would
ever be received by the government.

ISTAT suggested that the problem may be the accatedistock from previous years, which might be
wrong, rather than the method for calculation ef depreciation coefficient.

Eurostat expressed its doubts on the depreciatiefficient applied, which seems to take into ac¢oun
more the legal basis than the economic reality amhdered if the EDP B.9 has not been
overestimated in the last years. Eurostat suggestegossibly the method applied for calculatién o
social contributions, which is the assessment nigkthmay not be appropriate during
an economic crisis.
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Findings and conclusions

Action point 10: The Italian statistical authorifiewill investigate the large increase of amounts
receivable for social contributions since 1995 anddify the present method for compilation, which is
inadequate, and report to Eurostat on this issuéhatlatest by mid-September 2011. ESTAT pointed
out the implausibility of the existing recordedcits of amounts receivable for social contributidns.

Action point 11: Before mid-September 2011, ISTAIT pvovide Eurostat with the cash and
assessment data on social contributions, for eddhefunds (INAIL, INPDAP, INPS) for the period
1995-2010."°

Action point 12: ISTAT will propose solutions tareat the data recorded for social contributions,
both on flows and stocks for the past years. Thesipoity of moving to a completely alternative
approach will also be thoroughly explored. For n8dptember 2011, ISTAT will propose a method to
record social contributions in a way which wouldfleet the economic reality rather than
the legal basis™

4.2.2 I nterest
Introduction

Prior to the EDP dialogue visit, the Italian stit@l authorities provided a note describing the
calculation of the accrual interest and two taldhewing the recording of interest, by instrument,
as reported in EDP tables.

Discussions and methodological analysis

For the calculation of interest, ISTAT uses thestiest expenditure supplied by the Italian Treasury.
The interest expenditure in national accounts isut@ed according to the accrual principle for the
entire portfolio of government securities. The oétion methods were explained in detail by ISTAT,
in the note. There are currently six main typeg@fernment securitie®uoni Ordinari del Tesoro
(BOTSs), Certificati del Tesoro Zero Coupdi€TZs), Buoni del Tesoro Polienna{(BTPs),Buoni del
Tesoro Poliennali indicizzati all' index HICEBTPei), Certificati di Credito del Tesordeuribor
(CCTeu), ancCertificati di Credito del Tesor¢CCTs). The securities differ in terms of theirtardy
and the type of interest rate, which may be fixeflaating, or may be represented by the discotint a
issuance. In the event of indexed or floating rétte, payment of coupon interest is almost alwaysedo
in arrears with respect to the accrual starting dad therefore with respect to the date for deteng

the index.

The flows generated by swap derivative contracsatso included in the securities portfolio.

The expenditure is calculated on an accrual basd,includes the net flows of the swap transaction
accrued during the reference period. Since the ZIDB notification, the financial derivatives are

recorded according to the Eurostat guidelines aivakives issued in March 2008 in relation to the
accounting treatment of lump sums received at it@epand of the sums received/paid as of the
anticipated termination of the contracts.

1 Action point implemented, the depreciation coédiit for social contributions was revised and ttwels of receivables
was reduced.
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Findings and conclusions

Eurostat took note of the description of the catioh of interest on an accrual basis and had no
guestions concerning the reported data in the @pi®vided prior to the EDP dialogue visit. For the
reporting of data in EDP tables 2 and 3, ISTAT wilplement Action point 5 above.

4.3 Recor ding of specific government transactions
43.1 Government guarantees
Introduction

Prior to the EDP dialogue visit, ISTAT provided able on the outstanding amount of debt of big
public corporations, including the debt guarantbgdhe government, as well as the amounts of new
government guarantees, for the period 2006-200&asded in public accounts and in ESA95.

In ltaly there have been very few guarantee cltsvever, some are reported for 2009 and 2010,
which are recorded as expenditure in ESA95, impgcthe deficit. New guarantees are treated as
contingent liabilities and thus are not recordedational accounts.

Discussions and methodological analysis

Eurostat analysed the data provided by ISTAT iretdb of the Questionnaire related to the EDP
notification and the recent information from théleaon debt guaranteed by government, for SACE
and CDP. It was concluded that the guarantees gedvio SACE and CDP should not be reported in
table 9.1, as it was the case in the past, be¢hase were guarantees on financial assets andlilee t
requests guarantees on liabilities. ISTAT confirntteat there were no guarantees on the liabilitfes o
financial corporations.

Eurostat asked if any data on guarantees provigethd local authorities is available. The Italian
statistical authorities explained that the Regicass, by law, provide guarantees to local government
(municipalities) and promised to try improving @b® of the Questionnaire related to the EDP
notification, with information from local governmiesector.

Eurostat enquired about the risk related to theraguaes provided by government to CDP and
requested ISTAT to investigate if government dosstake any risk which would lead to rerouting the
operations into government accounts.

Findings and conclusions

Action point 9: From the October 2011 EDP notifioat onwards, table 9.1 of the Questionnaire
relating to EDP will be improved by excluding guatees on assets as reported at present (CDP and
SACE), because the table should only include gueeshdebt. With the cooperation of the Bank of
Italy, the existence of explicit guarantees by lagavernment to public enterprises will be checked
and included in the table if needéd.

12 Action point implemented according to the deadline
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4.3.2. Capital injections, superdividends and privatisations
Introduction

Under this item of the agenda, tables 10.1 and b®.2he Questionnaire relating to the EDP
notification, and the link with the figures repatte EDP tables 2 and 3, were analysed.

Discussions and methodological analysis

Eurostat questioned the amount of capital injestiéor local government classified as financial
transactions. ISTAT explained that the increaseshiares is recorded in EDP table 3D, under
"acquisition of shares and other equity". Takingpiaccount that, during the reporting period, there
were no privatisations at the level of local goveemt, the amounts in EDP table 3D reflect the ahpit

injections recorded as financial transactions (i#ifion euro in 2008, 786 million in 2009 and 605

million euro in 2010). However, the Italian statiat authorities mentioned that the figures migét b

recorded net and agreed to investigate on the.issue

Eurostat investigated on the issue of the supeateinds and enquired if the test is regularly done. |
table 10.2 of the Questionnaire related to the ED#fication, dividends paid by Poste Italiane are
recorded in the year 2010. Eurostat asked if ISBA#&lysed the operation with a view of deciding if
these are normal dividends, recorded as revenudhén government national accounts, or
superdividends, which should be recorded withoytaioh on the deficit. Eurostat wondered whether
the time of recording was correct and whether thexee no dividends paid in the previous years.

Findings and conclusions
Action point 18: Before mid August 2011, ISTAT wlileck if "Poste Italiane” paid any dividends to

the government in previous years and how this veasnded for EDP purposes. ISTAT will send to
Eurostat the accounts of Poste Italiane for therye&909 and 20103

4.3.3. Debt assumptions/debt cancellations/write-offs
Introduction

Under this item of the agenda, the issue of detitraption or debt cancellation for entities othemth
the State, was discussed.

Discussions and methodological analysis

Eurostat analysed table 8 and the related tablet®eoQuestionnaire related to the EDP notification
and enquired if the local government units canllggssume debt of public corporations.

ISTAT mentioned that this would be quite unusual fbcal government assumes some debt of public
corporations, however committed itself to invedtigand report to Eurostat, as soon as possible.

Findings and conclusions

Action point 20: ISTAT will check whether there d@&@een any cases of debt assumptions/cancellation
by local government unifé.

13 Action point implemented according to the deadline
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4.3.4. Recording of EU flows
Introduction

Prior to the EDP dialogue visit, ISTAT provided ate& on EU transactiorend EDP tables 2 and 3,
showing the recording of the EU flows. Also thevayrrelating to EU flows has been updated.

Discussions and methodological analysis

ISTAT recalled that the management of EU flows asddl on specific accounts at the Regioneria
Generale dello Stato (RGS), which contain the fedti expenditure (claims submitted). These
accounts are headed to EU and to the cash man@dgeyanismi pagatori’) acting on behalf of the
EU. The “organismi pagatori” are only intermediarieetween the EU and the final beneficiaries
(project managers, public, and private businesses).

At the request of Eurostat, the Italian statist@athorities confirmed that the specific account/ o
contain EU funds and provide detailed information.

The impact of the balance of funds (inflows minusflows) managed on behalf of the EU by central
government is included in the first line of EDP laal2A and is neutralised in the line "other
adjustments”, so there is no impact on EDP B.9.

Eurostat enquired about the revision of the balaridands managed on behalf of the EU, for the year
2009. ISTAT stated that the revision was a consecgi®f the analysis of transactions in each State
Treasury account headed to EU flows, when it waadoout that an amount of about 800 million euro

has not been effectively transferred to the fireldficiaries.

Findings and conclusions

Eurostat took note of the explanation providedHhwy Italian statistical authorities on the recording
EU flows.

4.3.5. PPP contract, Securitisation operations, Sale and leaseback operations

Introduction

Prior to the mission, ISTAT sent to Eurostat a natalysing the risks relating to the PPP project
"Ospedale di Castelfranco and Montebelluna” whigtclassified outside the government accounts

(off government balance sheet). Securitisation afpmrs were also discussed under this item
of the agenda.

* The Italian statistical authorities reported inrih2012 that they are investigating the sourcesmtonitor the
phenomenon.
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Discussions and methodological analysis
PPP projects

The Italian statistical authorities presented thamalysis of the risks concerning the project. The
construction risk, the demand risk and the avditghiisk are borne by the private partner (Asolo
Hospital Service S.p.a.). ISTAT confirmed that ¢hex no government guarantee to the private partner
for project related borrowing. Taking into accothmt all the risks are with the private partner et
there is no other government intervention relatedthte project, the asset is recorded off the
government balance sheet.

Eurostat questioned if really all the risks of tleP project are with the private partner and aséed
have a copy of the contract. ISTAT stressed thetpraing to the documentation available, all
penalties for delay are with the private partner.

ISTAT also explained that the information on thisckof projects is gathered through a questionnaire
addressed to all public administration entitiese §nestionnaire is quite new and experimentaler
moment, but it captures the necessary informatiothe projects sent to UTFP Institute.

Securitisation
In the April 2011 and October 2010 EDP notificaipeeveral securitisation operations were reported
for the year 2007. The securitisations were akdohto credits towards the Local Health Units and
were classified as government borrowing. ISTAT aoméd that there were no new
securitisation operations.

Findings and conclusions

Action point 21: ISTAT will send as soon as possibl Eurostat the PPP contract of the hospital of
Castelfranco Veneto and MontebelluRia.

Eurostat took note that there were no new secatitg operations to be reported.

4.3.6. Military expenditure

Introduction

ISTAT follows the Eurostat decision on recordingnafitary equipment published on 9 March 2006,
and records the military equipment acquired after year 2005, on a delivery basis. Following the

same Eurostat decision, for the military equipmamder long term contracts involving prepayments,
for the period 2002-2004, the transitional arrangets method has been chosen.

!> The PPP contract has been sent to Eurostat ir20dly.

24



Discussions and methodological analysis

Eurostat analysed table 7 of the Questionnairdeelto the EDP notification, in relation to tables
4.1.1 and 4.1.2, as well as EDP tables 2A and 3#, asked for confirmation that there are no
receivables (advance payments) to be recorded flitany equipment, as it is the case in other
Member States. ISTAT confirmed that there were satw@nce payments in the past, and promised to
check, with the Ministry of Defence, the recordofgacquisitions when ltaly is participating likehet
countries in common projects.

Eurostat wondered if the payables are not recofdeti and commented that possibly receivables for
equipment paid in previous years should be recorded

Findings and conclusions
Action point 22: ISTAT will check whether there aeally no receivables related to military

equipment which should be reported in tables 44.2.1 and 7 of the Questionnaire relating to EDP
as well as in EDP tables 2A and 3B, if neetfed.

4.3.7 Recording of financial derivatives
Introduction

Prior to the EDP dialogue visit, the Italian stat@l authorities drafted a note on the recordifig o
financial derivatives and reporting in EDP Tableand 3.

Discussions and methodological analysis

The Italian statistical authorities explained tlasib principles used in Italy for recording of swap
EDP tables 2 and 3. In EDP table 2, the cash amawting to swaps flows are included in the
working balance with a negative sign (expenditufée difference between interest accrued and paid
related to swaps is reported in EDP table 2, inlihe “difference between interest paid (+) and
accrued (EDP D.41)(-).Through this recording, theyss flows are included in the net borrowing/net
lending balancing item as interests, on an acdrasiks.

In EDP Table 3, the swaps flows are neutralisedhe) block “net acquisitions of financial assets
(under F.2 — currency and deposits and F.3 — ge3)riThe swaps flows are then treated as ordinary
interests flows in the line “Interest accrued -erest paid +”. The cash amount is subtracted to the
differences between interest accrued(-) and paidtad to swaps (that is included in the item ahove
so the final flow impacting on the line Differenbetween interest (EDP D.41) accrued(-) and paid(+)
is the accrued amount of interest swaps (with megaign).

Eurostat enquired on the swap transactions atetied bf local government. According to the Italian
statistical authorities, since 2008 the local gowegnt does not undertake any swap operation. They
were confident that the database contains exha&ustiormation for local government (on bonds and
loans). For municipalities, the information comesni SIOPE, which includes swaps flows from
2007; for regions, the source data is the diredgbtary reporting.

16 According to the information available, there nimypre-payments related to military equipment, h@réhe amounts
can not be distinguished from the post-deliveryrpants, therefore the recording is net.
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Eurostat pointed out that the difference betweégr@st paid and accrued in EDP table 2C was always
positive (+ sign), while in EDP table 2A, negativesign), with the exception of 2008, and asked for
explanations. The ltalian statistical authoritieglained that the recording in EDP tables of swap
flows, since 2006, reflects the general policy @nmng the government debt.

Findings and conclusions

Eurostat took note of the explanations given byltddean statistical authorities on the issue.

5. ESA95 transmission tables

ISTAT recalled that, as announced in April 2011,national accounts, including GDP figures, are
being revised, due to the transition to Nace ReVh& work is expected to be finished by the end of
September. Therefore, with the EDP notificationtte end of September, the new GDP will be
reported for the whole period. The outcome of #ngsion will also impact the figures reported with
ESA tables 2 and 9. However, the quarterly accowiltde revised later (by December 2011), which
will result in discrepancies between annual accowamtd the quarterly data provided at the end of
September 2011.

Eurostat took note of the explanations and of #@mpiorary inconsistency between annual and
quarterly national accounts for general governmeént.

" However, the temporary inconsistency related ¢mlgon-financial accounts, while for the quartdihancial accounts,
there were discrepancies only on the « other adsaeneivable/payable « (F.7).
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