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Executive Summary

A regular EDP dialogue visit to Poland took place5e6 September 2011 in order to review
the implementation of ESA95 methodology and to mss$hiat the provisions of the ESA95
Eurostat Manual on Government Deficit and Debt dhdrostat decisions are duly
implemented in Polish EDP and Government Finana&sBts (GFS) data. The recording of
specific government transactions in the Polishomali accounts and EDP notification was
also discussed during the visit.

First, local government data sources, in partictiair consistency, were discussed. Eurostat
appreciated the completeness and timeliness aofidtee but highlighted the need of assuring
consistency between different data sources (etyvele® budgetary reporting and financial
statements).

Next, EDP notification tables and EDP relating dioemaire (April 2011 reporting) were
analysed in detail. It was concluded that the Ro$itatistical authorities will investigate,
among others, the interest accruals adjustmentdofmal government, the sharp fall in
reimbursement of loans in 2010, and the low levedtocks of actual social contributions at
the end of 2010.

Concerning the issues of sectoral classificatiba,discussion focused on railway companies
and municipal enterprises. In particular, it wasead that PKP PR (a regional transport
company) would be closely monitored by NationatiStaal Institute (GUS), with a possible
reclassification to general government by Janu@d22 GUS will also analyse the statistical
classification of the largest ten municipal entesgs and develop a strategy for a rolling
review of the statistical classification of muniaignterprises.

Particular attention was given to Bank Gospodardtvegowego (BGK), Poland’s only state-
bank. A discussion was held on the autonomy ofblrek and its current classification as a
financial intermediary. It covered the analysistbé bank's main operations, the special-
purpose funds managed by the bank and recentdagesichanges in its Charter. It was
concluded that GUS, with assistance of the Nati&aailk of Poland, will provide to Eurostat
a document analysing the statistical issues agsdorath BGK.

Furthermore, compliance with the rules establisbgdthe MGDD and subject to other

Eurostat guidance was examined, e.g. capital iojest privatization proceeds and

government guarantees. Further work on capitatiiges will cover transactions into PKP

PLK and LOT Cargo SA. In view of the inconsistesciebserved, the Polish statistical

authorities will record all transfers of privatimat proceeds from central government to non-
central government units as non-financial transasti (current transfers). Concerning
guarantees, GUS will examine the issue of recordihgeceivables for guarantee calls and
will report to Eurostat in due time.

Finally, the new Public-Private Partnership projemt another stretch of the A1 motorway
(Tuszyn-Pyrzowice) was discussed. The Ministry ofrdstructure provided some basic
information on the project and agreed to transmitGUS all documentation necessary for
statistical analysis. It was concluded that GUSI wedquest Eurostat for an ex-ante
consultation on the statistical recording of thigjgct.



Introduction

In accordance with Council Regulation (EC) No 4092 of 25 May 2009 (as amended by
Council Regulation (EC) No 679/2010) on the appiwa of the Protocol on the excessive
deficit procedure annexed to the Treaty establghim European Community, Eurostat
carried out an EDP dialogue visit to Poland onSeftember 2011.

The delegation of Eurostat was headed by Mr. Joamintler, Head of Unit C-4 "Excessive
Deficit Procedure II" at Eurostat. The Director&eneral for Economic and Financial Affairs
(DG ECFIN) and the European Central Bank (ECB) gisaticipated in the meeting as
observers. Poland was represented by the Natiotalst®al Institute (Gtéwny Ued
Statystyczny — GUS), the Ministry of Finance (Motfe National Central Bank (Narodowy
Bank Polski — NBP), as well as, for the specifems of the agenda, by representatives of
various government departments and of the Bank @izsptwa Krajowego (BGK).

With regard to procedural arrangements, Eurosw@itated that thévlain conclusions and
action pointswould be sent to Polantbr review within days. Then, within weeks, the
Provisional findingswould be sent to Poland for review. After tH$nal Findingswould be
sent to Polandand the Economic and Financial Committee (EFC) puodlished on the
website of Eurostat.

Eurostat also appreciated that all conclusions aciibn points from the previous EDP
dialogue visit held in 2009 were successfully innpé@ted by the Polish statistical authorities.

1. Review of statistical capacity issues

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

Introduction

In Poland, government finance statistics issuegegelarly discussed in the meetings of the
General Government Statistics Working Group (GGSWGGn inter-institutional group
involving GUS, MoF and NBP. GGSWG is formally arvedry body chaired by GUS and
its decisions require the formal consent of GUS agament. The annual reports of its
activities are presented to the management ofrtgutions involved. Prior to the dialogue
visit, GUS had sent to Eurostat the 2010 annuarted GGSWG activities.

Discussion

Eurostat enquired about any organisational chamgthee work of GGSWG and asked about
the range of issues discussed in the meetingsarticplar, it was interested to know whether
any periodic work plans are prepared in advance.

The Polish statistical authorities explained theré had been no significant changes in the
functioning of the GGSWG. Further, GUS explainecattithe meetings cover both
methodological and compilation issues relating taberation of EDP and government
finance statistics data. It highlighted that anuwaiwork programme for the working group is
set up, but meetings frequently cover issues gifiom ad-hoc needs. GUS informed that
three GGSWG meetings took place in 2010 and coyemstwng others, the new law on



Public Finance, the special-purpose funds manageth® BGK, and the reform of the
pension system.

Eurostat enquired about the procedures for thatguaintrol of source data used for the EDP
process in Poland. GUS explained that the Supreutht ffice (Najwysza Izba Kontroli -
NIK) is entitled to audit all central government andalogovernment administrative units.
The results of the controls undertaken are pulbdistre the NIK website and are presented
annually to the Parliament. Also, the controllingtivdties of the 16 Regional Accounting
Offices Regionalne Izby Obrachunkowe - Rl@hat are supervisory bodies over the local
government entities, were highlighted.

Eurostat asked about the existence of any legaldatanor a protocol/memorandum of
understanding that would formalise EDP statistiegbrting in Poland. In particular, Eurostat
enquired about the data transmission arrangemettgebn the GUS, MoF and NBP and the
scheduling for the transmission of upstream data.

GUS explained that all these elements were cldrifigheStatistical Survey Program of
Official Statistics and agreed to send to Eurostat a copy of rele@@mments.

Findings and conclusions

Eurostat appreciated the information provided, sutipular the reports from GGSWG
meetings. Eurostat also welcomed the manual on é@érGovernment Sector Statistics”
prepared in the framework of the GGSWG in 2010,clwvlprovides extensive information on
the process of compilation of government sectdrssiies in Poland.

Action point 1:GUS will provide Eurostat with a copy of the doamts establishing the
General Government Statistics Working Group.

1.2. EDP Inventory

Introduction

GUS provided an update of the Inventory along wtike April 2011 EDP Notification.

Compared to the previous version of the InventoB8eptember 2009), new general
government entities had been entered in the arfexhermore, GUS had provided its input
on four chapters of the pilot EDP inventory - naitif expenditure, transactions with the
central bank, capital injections in public corparas and Public-Private Partnerships (PPPs).

Discussion

Eurostat enquired in more detail about the newtieatihat had been included into the general
government sector. GUS explained that most charegdted from the new Law on Public
Finance that came into force on Januah2@10. The new Law significantly re-organises the
functioning of many establishments, e.g. state l@uyi units, local budgetary units, etc.,
while introducing new organisation forms such ascexive agencies and budget institutions.
Regarding the special-purpose funds, the new Laamgds the rules of their functioning and
only allows for _statespecial-purpose funds that do not have the statuseparate legal
entities. The current existing funds with the <fatof legal entity will be gradually
transformed into state special-purpose funds wittseparate bank account under the

! GUS provided the relevant information in Septen@1.
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responsibility of the relevant Ministry. Also inishcontext, a decision was taken by the
GGSWG to re-classify most of special-purpose fumisnaged by Bank Gospodarstwa
Krajowego (BGK) into the general government sec®dS explained that at the moment
there are only a few special-purpose funds left i@ classified outside the general
government sector, the biggest being the Nationausihg Fund Krajowy Fundusz
Mieszkaniowy. It was highlighted that this fund, however, wasmally liquidated in 2009
and its tasks were taken over by Bank Gospodarstaj@wego.

Furthermore, the status of two other special pwphsmds presented in the annex was
clarified. It was confirmed by GUS that the Statet&fan Fund ceased its activities in 2007
and the Alimony Fund had been in the process oid&tion since 2004. They are presented
in the annex solely for information purposes.

Point 7.2.2 of the Inventory dBorderline cases regarding the classification afngogoods as
military goods or as other equipment used by mmjittorceswas discussed. GUS explained
that the borderline issue concerned the clasaficadbf multi-use units in the system of
national accounts. It thus does not concern thdicagion of rules of Eurostat Manual on
Government Deficit and Debt regarding the clasaifan of military expenditure and remains
without impact on the government deficit and thbtde

Findings and conclusions

Eurostat welcomed the GUS explanation regardingctianges introduced in the Inventory.
Whereas Eurostat appreciated the Polish participain the piloting of the new EDP
inventory, it encouraged further work and askedrither parts could be provided.

Action point 2 GUS will complete further parts of the pilot EDfentory (super-dividends
and EU flows) by end-November 2011.

Action point 3 GUS will update the EDP inventory for pensiororeis by April 2012.

1.3. Source data characteristics and revision policy

1.3.1. Source data for central government, local government and social security
funds

Introduction

During previous EDP visits, the source data avditglwas extensively reviewed and it was
concluded that the source data situation is satmfa in Poland. However, some problems
with the availability of detailed data sources ¢ertain tables of the EDP Questionnaire (in
particular for government guarantees, debt cartomise and Public-Private partnerships)
were addressed by the Polish authorities. Furthexpgiven the increasing level of debt of
local government, the data sources for this sulesere of particular interest for the EDP
purposes.

Discussion

GUS explained that there had not been any recejor miaanges in the data sources. Eurostat
enquired about any potential problems with the labdity of detailed data sources for the
tables mentioned above. GUS replied that data esudar public and private partnerships are

2 Completed.



now available and informed that data on debt céatomhs are obtained from the budgetary
reports. Nevertheless, Eurostat encouraged GU$poove data coverage on government
guarantees and debt cancellations in the EDP Questire.

GUS recalled the information provided prior to thgit on Local Government data sources. It
states thabudgetary reports of local government entities eolected and compiled by the
Ministry of Finance and then they are passed otho CSO together with the "Report on
State Budget Execution”. Balance sheets and paafitloss accounts of cultural institutions
are collected and compiled by the CSO. Data foalldwalth care institutions are provided
by the Ministry of Health. Data for health care titgtions and cultural institutions for the
first notification is based on estimatesDuring the meeting, the Ministry of Finance
confirmed and further elaborated on this informatidescribing the good completeness and
timeliness of local government data.

Particular attention was paid to the late arrivelazal government data for the first EDP
notification after the end of the year (usually .larxd a week before the end of March).
Eurostat invited the Polish authorities to reflect this timing issue and possibly make
improvements.

The issue of consistency of data sources was rai@aostat enquired whether the National
Audit Office regularly controls consistency betwebndgetary reporting and financial
reports. GUS suggested that it would investigatthén the auditing procedure regarding the
consistency of various data sources.

Findings and conclusions

Eurostat appreciated the thorough information mtedi by the Polish authorities regarding
the data sources, also for the local governmenthéncontext of several accounting systems
used, Eurostat highlighted the need of assuringistancy between different data sources.

Action point 4 The Polish authorities will make efforts to brifmyward the availability of
source data for Local Governments for the April 2EDP notification, and will inform
Eurostat of progress by the April 2012 notification

Action point 5 The Polish authorities will confirm if the Polistudit authorities check the
consistency of government accounting data, notdi#yween budgetary reporting and
financial statements, such as balance sheet itentswill report back to Eurostat by end-
November 201%.

1.3.2. Revision policy
Introduction

Apart from a large revision that took place in 20ére have been relatively few revisions in
Poland since the April 2004 EDP Notification.

Discussion

The Polish authorities explained that the revisiorthe April 2007 EDP Notification that
resulted in the increase in deficit for 2003-200&swelated to the reclassification of funded
pension schemes outside the general governmeriscAission on revision analysis followed,
where Eurostat informed the Polish authorities aliswvork in this field.

% Completed. GUS provided the relevant information.
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Findings and conclusions

GUS explained that it performs analyses of revisibatween consecutive EDP notifications
for particular periods, but does not perform anegysovering comparisons of revisions over a
long time series. Eurostat encourages such revaiatyses to be implemented on a national
level as well.

Action point 6 Eurostat will provide GUS with a file of EDP reion data, and GUS will
provide any appropriate comments to Eurostat byJamdiary 2012.

2. Follow-up of the last EDP dialogue visit to Poland (6-7 July 2009)

All of the action points from the previous dialoguisit have been completed.

3. Analysisof the April 2011 EDP notification

3.1. Examination of the EDP notification tables

Introduction

Poland twice revised its data in the April 2011 ENBtification exercise. The final EDP
notification tables were received on Apri™2011 and the final version of the Questionnaire
on April 14" 2011.Compared with the October 2010 notificati@vjsions to past years were
observed for the central government deficit in 2Q08rease of the deficit by 0.1% due to a
neutralizing recording of a sale of property righasd for consolidated interest (increase of
general government expenditure on interest by 0.@R#é to swaps). Two requests for
clarifications were exchanged with GUS in ordeolbain further explanations.

Discussion

Eurostat enquired about the reasons for revisirgg dhta during the April 2011 EDP
Notification. The Polish authorities explained tlitatvas due to the late availability of local
government data, limited human resources, as vgetha results of data quality analysis.
Eurostat asked for more details regarding the i@wsin ESA table 2 for 2009 in two
transactions: D.41 Interest on PLN 1,230 millionl @am D.7 PAY on PLN 176 million. GUS
assured that the revision of the consolidated éstedata (D.41) was related only to the swap
transactions. Regarding the D.7 PAY revision, G4&ed for more time to investigate this
issue.

Findings and conclusions

Action point 7 GUS will investigate the reason for the PLN 17@iam revision in D7 PAY
for 2(209 in the April 2011 ESA Table 2 data, andl wiform Eurostat, by end-September
2011

4 Completed. GUS clarified that the revision was tluthe adjustment of ESA table 2 to EDP aftersiewi of
data on interest for swaps and on financial trammacluded in working balance (sale of the PKB 8A
rights issue).



a) EDP Tables 2A-2D

Eurostat enquired about the substantial increaserétast receivables shown in EDP Table
2A. The Polish authorities explained this increasea consequence of the application of the
new Law on Public Finance and the inclusion of Btwé in the working balance and a
corresponding correction under "Other accountsivable". The discussion on the treatment
and the presentation of the EU flows in the cont#xthis legislative change continued —
please see point 4.3.8 for a summary.

Next, the time series 2007-2010 for the differehetdveen interest paid and interest accrued
for central and local government shown in EDP Tal#ié& and 2C was analysed. Eurostat
pointed out that for central government the diffice between interest paid and interest
accrued has been consistently negative whereabkddocal government it has been reported
as consistently positive.

A consistently negative difference between inteqgmid and interest accrued for central
government was explained by a representative ofMimestry of Finance by the use of

discount instruments and a rising national debg [Binge figure for 2010 was explained by a
large sale of discount instruments that will geteeiaash outflows in future years. Eurostat
welcomed this explanation and asked GUS to furtheestigate the time series for local
government and to report its findings to Eurostat.

Further, Eurostat enquired about the observed adation of other accounts receivable in
EDP Table 2C under item "output" — payments farkat and non-market output delivered by
government to other sectors. In particular, questizvere raised about the type of local
government units contributing to this economic @ffé&sUS agreed to investigate this issue
and report its results to Eurostat.

Finally, the recording of debt assumptions for gnéees under the adjustments line in table
2A was discussed. GUS agreed to investigate thigiand align its statistical treatment with
the guarantee arrangements in Poland (whethersedttéément of calls or debt assumption).

Action point 8 The Polish authorities will investigate why irgst accruals adjustments for
Local Government are consistently positive, and mgport to Eurostat by April 2012.

Action point 9 The Polish authorities will identify which Loc&bovernment units are
contributing to the substantial rise in other actsueceivable for output in 2010, and will
establish the reason for such rises (if concemtratecertain units), informing Eurostat by
end-December 2071

Action point 10 At the October 2011 EDP Notification, GUS willtexl the recording of
guarantee calls in EDP Table 2A to ensure thatsitappropriate for the guarantee
arrangements in Poland (whether cash settlemes#tlisfor debt assumptiof).

®> Completed.
® Completed. The information about guarantee calls heen deleted from table 2A since in Poland, when
guarantee is called, there is a cash payment iaedludthe working balance.
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b) EDP Tables 3A-3E

Eurostat enquired about the fall in repayment ahk(F.4) in 2010 as reported in EDP Table
3A. Eurostat also noted that the repayment of ldarSentral Government fell substantially

in 2010 according to data in EDP Table 3B. After thscussion about the potential reasons
for the situation, GUS asked for time to investgdhis issue closer and provide an

explanation to Eurostat at a later stage.

Eurostat raised a question about the decrease Nf 225 million for Central Government
reported under "Other volume changes in finari@allities" in EDP tables 3A and 3B. GUS
answered that it is a write-off of central govermmelaims. As a write-off does not explain
the difference between the change in debt anddheittand as it is not related to liabilities, it
was agreed that it should not appear under thry.ent

Action point 11 The Polish authorities will establish the reagmrthe sharp fall in 2010 in
reimbursements of loans (as reported in EDP T&®eand 3B), and will inform Eurostat by
end-September 2011.

Action point 12 GUS will remove the PLN 225 million other volurokanges adjustment for
2010 in EDP Tables 3A and 3B in the October 201 P Ebtification®

c) EDP Tables4

Eurostat noted that the table was reported emptyttaat at least GNI data could be reported.

3.2. Statistical discrepanciesin EDP tables

Introduction

The statistical discrepancy for general governnmmeBEDP Table 3A significantly increased in
2010 compared to previous years (from 27 to 1,49Bom PLN). For local government in
EDP Table 3D, a similar trend was recorded withdtaistical discrepancy growing from 78
to 776 million PLN.

Discussion

In the document provided by GUS prior to the missithe statistical discrepancy was
explained by the use of estimates for health aasatutions, cultural institutions and public
universities due to the lack of financial statersenf these institutions for the spring
notifications. GUS explained that the discrepanciese expected to be reduced for the
October 2011 EDP Notification when the final stagems of the institutions in question
would be available.

Findings and conclusions

A discussion on the potential reasons for the gngveitatistical discrepancies took place. The
Polish statistical authorities confirmed that tHegse their estimates on historical data and
forecasts. Eurostat noted that if the estimatesbalieved to cause statistical discrepancies,

" Completed. GUS clarified that in 2010 there weiienbursements of loans, which were not includeithén
April 2011EDP notification. Data were updated ihlés 3A and 3B of the October 2011 EDP notification
8 Completed.



efforts should be made to improve the quality @sth estimates. Eurostat suggested that one
way to improve these estimates would be to useéiahaccounts data if they are reasonable.

Action point 13 In compiling estimates for Health and other uifas the April 2012 EDP
notification, GUS will also analyse financial ddtacluding the statistical discrepancy) to test
the plausibility of the estimates.

3.3. Other EDP related tables
a) Questionnairerelating to the EDP tables

Introduction

The final Questionnaire relating to the EDP tabless received on April 142011. The
information provided in the Questionnaire which veent with the April 2011 notification
was consistent with the EDP naotification tables.

Discussion

A few mainly presentation related issues were lyrigliscussed. In particular, Eurostat
pointed out the large amount reported in the itéthér unspecified items" in table 4.1.1.
Other accounts receivable reported in EDP tableaBA missing information in the item
"Adjustments”. GUS confirmed that the receivablé€£0 flows are reported on a net basis
(there are only receivables reported from EU floms,payables). Eurostat highlighted the
lack of the split of military expenditure into othaccounts receivable and payable. Also,
Table 5 was discussed in the context of a sigmifickecrease of the stock of actual social
contributions. Finally, the issue of a discrepabeyween Table 8.1 (claims) and financial
accounts was raised. After the discussion, GUSeagte undertake the actions presented
below.

Findings and conclusions

Action point 14 All entries in other accounts receivable refeggrio balancing and statistical
discrepancy will be reported by GUS at the OctdbeP notification in EDP Questionnaire
table 4.1.1 in the relevant rows (15/96).

Action point 15 GUS will split military expenditure into other @munts receivable and
payable in all EDP tables for the October 2011 ED#fication°

Action point 16 GUS will check the low reported level of stock$ actual social
contributions at end-2010 reported in EDP quesamenTable 5, and will make any
necessary amendments by the October 2011 EDPcaditifn*

Action point 17 GUS will complete the work on reconciling data #6DP Questionnaire
Table 8.1 (claims) with financial accounts, therelipwing the table to be further completed,
by April 2012. However, if it is not possible impements will be implemented in the
October 2012 EDP notification.

° Completed.
19 Completed.
! Completed. The data in the EDP questionnaire taliave been revised.
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b) Tableson thefinancial turmail

No government interventions in banks or public cames in the context of the crisis have
been reported by the Polish government.

c) Table on intergovernmental lending
Poland did not take part in any intergovernmergatling to other EU governments

4. Methodological issues and recording of specific gover nment transactions

4.1. Delimitation of general government sector in national accounts. application of
market / non-market rule

Introduction

In Poland, sectorisation of units is discussechenrmeetings of the working group GGSWG,
which is chaired by GUS and the final decisionstaken by GUS. Presently, there is a need
for a close monitoring of the railway companies &edlth care institutions.

Eurostat received an analysis of the market/norketarature (in terms of the 50% rule) for
all railway companies for the last four years (2@020). For 10 out of the 11 railway
companies the sales over production costs rati@ negorted to exceed 50% for the whole
period from 2007 to 2010. However, for one compam®KP PR (Przewozy Regionajhea
regional transport company - this ratio was slighaks than 50% for the last two years. As to
health care institutions, no changes in classibcatvere signalled by the Polish statistical
authorities.

Discussion

The discussion under this point of the agenda fedusainly on railway companies. GUS
assured that it will closely monitor PKP PR andlwéclassify the body in the general
government sector if the sales to production casbris still below the 50% threshold in
2011, based on information available in early 2012.

Eurostat enquired about other local governmentipwarporations with respect to statistical
classification: municipal transport companies (iartgular ZTM — Zakiad Transport
Miejskiego), water utilities companies, electricibperators and the Warsaw underground.
Further, Eurostat stressed that the statisticalsiflaation of public corporations should be
regularly reviewed and encouraged GUS to undertakeegular analysis of municipal
enterprises in the context of their statisticatsification.

GUS replied that in the past many of these pubdiparations were part of the budgetary
central and local government, but they were latetassified outside the general government
sector as many of them had their legal status d@thr@UsS believed that these companies did
not receive significant government subsidies.
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Findings and conclusions

Action point 18:GUS will monitor the results of PKP PR and will éak decision on the
statistical classification of the unit by end-Jaryu2012, informing Eurostat of its decision
and the underlying rationale.

Action point 19:GUS will analyse the statistical classificationtbé largest 10 municipal
enterprises (in the largest Polish communes), dwctuZTM, and will report its conclusions
to Eurostat by end-December 20%1.

Action point 20: GUS will develop a strategy for a rolling review tifie statistical
classification of municipal enterprises, to enstirat each enterprise is examined at least
every 4 years, and will report on its strategy twdstat by end-December 20%1.

4.2. Implementation of accrual principle

4.2.1. Taxesand social contributions
Introduction

GUS applies the one month time-adjusted cash mdtiraekcording in national accounts of
both direct and indirect taxes. However, the fisattlement amount of direct taxes are
calculated and paid by taxpayers in April of théofeing year. In addition, important tax

reliefs were introduced during 2001-2008.

Discussion

Eurostat enquired how the aspects presented alvevialken into account in the one-month
time-adjusted cash method. GUS explained thatakedfunds are treated on a cash basis. It
stressed however, that according to the thorouglysis conducted in the past in cooperation
with Eurostat, the method is appropriate and nth&radjustments are necessary. Eurostat
took note and added that if the government chatigeiming of refunds, corrections should
be made and Eurostat would like to be informed.

Findings and conclusions

GUS explained that it applies a one month timestdgl cash method for both direct and
indirect taxes, whereas tax refunds are recordexhsh basis. In case of any major changes in
the timing of refunds, which might require a chanigeapproach, Eurostat should be
informed.

42.2. Interest
Introduction

During the April 2011 EDP Notification, the data fansolidated interest were revised

Discussion

Eurostat enquired about the method used by GUShrconsolidation of interest. GUS
explained their approach to consolidation of idesnd the data sources used. Simplified, the

12 Completed.
13 Completed.
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expenditure and revenues positions are analysedcandterparts are identified in the
subsectors, allowing consolidation.

Findings and conclusions

Eurostat took note of the explanation regardingctiresolidation of interest.

4.3. Recording of specific government transactions
4.3.1. Capital injections, super-dividends, privatisations

Introduction

During previous EDP missions issues relating to rbwording of capital injections were
extensively discussed with GUS, leading to soméassdications. In particular, all capital

injections undertaken by local government were assified in the April 2009 EDP

Notification as capital transfer expenditure, doenbn-availability of detailed information

which would enable their national accounts analysisGUS. Prior to the mission, GUS
provided Eurostat with the following documents:radkdown by company of "Other capital
injections” for 2009 and 2010 (relating to the Qimmaire, Table 10.2, block B), a detailed
explanation of the split of the total amount oftdbutions paid to government by the
National Bank of Poland (relating to the Questiareyaable 10.2) and a note describing all
relevant transactions related to the privatisabbiBank Pekao SA in 2009 (relating to the
Questionnaire, table 10.2).

Discussion

Eurostat appreciated the extensive information ipex by GUS and asked whether the
Ministry of Treasury is the sole body conductingita injections. GUS explained that apart
from the Ministry of Treasury, the Ministry of I@fstructure and the Ministry of Economy
can also make capital injections.

Further, the breakdown by company of "Other caprigdctions” for 2009 and 2010 (table

10.2 of the EDP Questionnaire, block B) was analy&airostat pointed out that the biggest
capital injection was related to the loss-makingpany PKP PLK Rolskie Linie Kolejowe),

a railway infrastructure company, which would mehat it would be more appropriate to

record it as a capital expenditure and not as aityetyansaction. Eurostat enquired about the
profitability of the remaining companies. GUS comfed that all other companies were

profitable. However, it appeared that one of theganies on the list, LOT Cargo SA, was a
newly established company. Eurostat invited GUB & at the business plan of the company
in order to determine if a sufficient rate of retuvas expected from the capital injection.

GUS informed that they did not have a possibilayréview the business plan, however the
representatives of the Ministry of Economy assuhed they had analysed the business plan
of LOT Cargo SA and that it was economically viable

Next, Eurostat enquired about any transactionseelo privatisations, such as forgiveness of
loans, restructuring of pension schemes, transfeassets, etc. The Polish authorities (neither
GUS nor the Ministry of Economy) were not awareaal/ such transactions. However, this

iIssue needs to be further investigated as, if stastsactions do exist, they must be correctly
recorded in the accounts.
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Recording of transfers of privatisation proceeds t6ocial Security unit — the Demographic
Fund - was extensively discussed. Currently, they mesented as a financial transaction
between the Central Government and the Social Bgcubsector. It was concluded that all
transfers of privatisation proceeds to non-CenBal’ernment units should be recorded as
non-financial transactions.

Findings and conclusions

Action point 2 GUS will confirm if the 2009 capital injection tm PKP PLK has been
recorded as a capital transfer in EDP data andmalke any necessary corrections to EDP
questionnaire table 10.2 for the October 2011 EBifffication.**

Action point 22 GUS will quickly obtain a copy of the businesarmpfor LOT Cargo, and will
confirm if the plan shows a projected market rdteeturn on the State’s capital injection.
Should the business plan not be made available2@i4é capital injection into LOT Cargo
shall be recorded as a capital transfer.

Action point 23 The Polish authorities will check that the redogdof possible transactions
associated with privatisation (for example, trarsf®f assets) is comprehensive and
appropriate, informing Eurostat by end-November12651

Action point 24 GUS will record all transfers of privatisationopeeds to non-Central
Government units as non-financial transactionsréeurtransfers). If possible, the revisions
will be made for all years in the October 2011 ENBtification, however if this is not
possible, the revisions will be made in the Apfill2 EDP notification.

4.3.2. Government guarantees

Introduction

The issue of the recording of government guarantees been discussed with the Polish
authorities in the past. It seems that calls apayments are recorded in both non-financial
accounts (expenditure/revenue) as well as in fimhaccounts (acquisition of a claim and its
repayment).

Prior to the meeting, GUS provided a full list afagantees for beneficiaries not part of the
General Government sector (banks, power statiarmepanies building motorways, housing
cooperatives, railways).

Discussion

Eurostat enquired about any changes in the regprdingovernment guarantees. GUS
confirmed that the guarantee calls can give rigbecacquisition of receivables. Eurostat took
note of the explanations by GUS concerning theaorging of government guarantees.
Eurostat is of the opinion that recording guarante#s both as expenditure and as an
acquisition of a claim is inappropriate and cowddd to statistical discrepancies. Therefore,

14 Completed. GUS confirmed that the 2009 capitadtipn into PKP PLK had been recorded as a capital
transfer in EDP data and made necessary corredddBBP questionnaire table 10.2 for the Octobdrl2BDP
Notification.

1> Completed. GUS obtained a copy of the businessanta a description of the transaction

16 Completed. GUS confirmed the absence of any toiiose related to the privatisation such as fongéss of
loans, restructuring of pensions schemes, tranefassets, etc.
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Eurostat encouraged GUS to reconsider its recordiirguarantee calls and comply with the
Manual on Government Deficit and Debt.

In answer to Eurostat question, GUS informed theggeived information from the Ministry
of Finance regarding calls on guarantees. Eurad$atenquired about any cases of repeated
calls. GUS informed that there were no cases ofdwmore calls on guarantees.

Eurostat analysed the above mentioned list of guees. It highlighted the big amounts of
guarantees granted for loans given to PKP P({BOIskie Linie Kolejowe) a railway
infrastructure company, and the state-owned bankkB@ospodarstwa Krajowego. The
European Investment Bank was by far the biggestfimary of these guarantees.

Findings and conclusions

Action point 25 GUS will examine the issue of recording of reabies for guarantee calls,
and will report back to Eurostat by end-December120

4.3.3. Debt assumptions/debt cancellations/write-offs

Some minor revisions are expected for the nexfioation concerning the recording of debt
assumptions and write-offs, which were already wsed under an earlier agenda point
relating to the corresponding EDP tables.

4.3.4. Saleof property rightsin PKO to Bank Gospodar stwa Krajowego (BGK)

Introduction

In 2009 a sale of property rights in PKO Bank Polskthe Treasury to BGK took place for
an amount of approximately PLN 1.4 billion. As tiesconsidered as a financial transaction,
the revenue from this sale, previously recordethenworking balance, has been neutralised
through the item'Equities, sales'under 'Financial instruments included in the working
balance!

Discussion

Eurostat enquired in more detail about the natdirdn@ property rights and the appropriate

statistical classification of this transaction wdiscussed. In particular, Eurostat asked how
the value of the property rights was determinede Polish authorities confirmed that the

property rights were sold in a public offer at arked price.

Findings and conclusions

Following an explanation of the Polish authoritiésyas concluded that these rights were call
options and it would be more appropriate to tré&int in statistical accounts as financial
derivatives and not as equity. The Polish authesriagreed to correct the recording for the
notification in October 2011.

" Completed. GUS investigated the recording of guaeacalls and repayments and reported that they ar
currently recorded as receivables in financial aot® This treatment will be revised.
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4.3.5. Bank Gospodar stwa Krajowego (BGK)

Introduction

Bank Gospodarstwa Krajowego is Poland's only dvatek. The BGK is the government's
primary partner specialised in supporting governnsacial and economic programmes and
in servicing the public finance sector.

Prior to the meeting, GUS provided Eurostat withoge presenting the activities of this bank.
In 2009 and 2010, several significant developméra& place in the Charter and operations
of the bank. During the dialogue visit, Eurostaswsaeking to obtain better understanding of
their character and the impact on the statisteabrding. This in particular concerned:

* Main activities of the bank and the character efspecial purpose funds,

* The re-capitalisation of the bank in 2009,

» Statistical classification of different funds maeddy the BGK,

* Legislative amendments in the Charter and the Adhe BGK.

Discussion
a) Main activities of the bank and the character of the special purposefunds

Eurostat launched the discussion by inviting thpresentatives of the BGK to shortly present
the Bank’s main activities and recent developmenits operations.

BGK's representatives focused on their main taskupport the government-sponsored social
and economic programmes enhancing entreprenewastipfrastructure at national, regional
and local levels. It was highlighted that BGK'spmssibilities resulting from this role are
mostly performed as so-called assignments sponsbyedtate authoritiesdgiatalngé¢
zlecond. Under these assignments the Bank manages amdtepdunds established at or
entrusted or transferred to the Bank. By virtuéaof, the Bank maintains separate accounting
records and prepares separate reports on operdtiossich funds. There are two types of
funds currently managed by BGK:

* Funds which are exposed to credit risk (so-catiestit funds)— recognised in the
Bank's balance sheet and income statement;
o The Municipal Investment Development Furfeudusz Rozwoju Inwestycji
Komunalnych - FRIK
0 The Inland Waterway FundrgnduszZeglugiSrédigdowej - FZS).

* Funds related to the management of financial fl¢sescalledflow-fundg, which are
not recognised in the Bank's balance sheet andnectatement:
o The National Road Fund({ajowy Fundusz Drogowy - KFD
o The Railway FundRundusz Komunalny - BK
0o The Building Insulation and Repair Funéfufidusz Termomodernizacji i
Remontow - FTIR
o The Housing Assistance LoaRundusz Doptat - FI)
0 The Student Loan Funé@ndusz Pgyczek i Doptat Studenckich - FPIKS

Another important objective of the Bank is to suppmublic finance entities (including local
government), enterprises in selected industries samall and medium-sized enterprises.
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In addition to operations typical for commercialnkg, the Bank's own operations also
include government-assigned activities. These amacdlly undertaken under special
programmes and are governed by agreements betlweestdte institutions sponsoring the
particular activity and BGK. One of them is the Himg Development Support Programme.
In the past this activity was under the Nationalubkiog Fund Krajowy Fundusz
Mieszkaniowy)a credit fund,but it was liquidated as of May 32009 (see below) and its
activities were taken over by the BGK. The goathi$ programme is to advance preferential
loans for housing development and the associatdthieal infrastructure. Eurostat enquired
more in detail about the character of this actiaity its impact on BGK's own funds.

Eurostat enquired in depth about the method ofrtepthe activities of théow-funds.The
BGK representatives informed about the heterogeneways of reporting théow-funds
activities. They re-confirmed th#bw-fundsactivities are not included in the Bank's Annual
Report i.e. balance sheet and income statementettawthey are included in the reports sent
to the Polish Financial Supervision Authorififomisja Nadzoru Finansoweg@nd to the
Central Bank of Poland. It was highlighted thastheporting approach was accepted by the
external auditors. At the moment, the Polish Firgrf8upervision Authority is investigating
this duality in the reporting of the bank's actastand will advise BGK on best practice for
the future.

The Central Bank of Poland explained that all d@itis of BGK (including the managed
funds) are classified in the monetary statisticghm financial accounts. The Central Bank of
Poland confirmed that it regards BGK as a finaniciidrmediary.

b) There-capitalisation of the bank in 2009

The representatives of BGK confirmed that on the/ I8#' 2009, three special purpose funds
(operating until then within the Bank's structuvegdre dissolved. These were the National
Housing FundKrajowy Fundusz Mieszkaniowyj)e National Credit Surety Fur{if{rajowy
Fundusz Parcze: Kredytowych)and EU Surety Fun@Fundusz Pafcze: Unijnych). The
separate accounts of those funds were closed aidnist assets, along with their financial
results, were allocated to the BGK's registeredtalpvhich raised its value from 1.626
billion PLN in 2008 to 5.184 billion PLN in 2009.

Eurostat raised a question about the major finhni@asaction that followed at the time of
the re-capitalisation. BGK purchased from the Poliseasury (see point 4.3.4) the property
rights in another bank PKO Bank Polski for approxiety PLN 1.4 billion. The rights were
then transformed into shares (for approximately PL8Ibillion), which gave BGK a 10.25%
share in the PKO Bank Polski. The BGK represergatiassured that these two transactions
were not linked.

c) Statistical classification of different funds managed by the BGK

To conclude this part of the discussion, the issube statistical classification of the special
purpose funds was raised and Eurostat invited GUfadvide its insight on this subject. GUS
explained that all thdow-fundsare at present classified in the general goverhraed are
excluded from the financial corporations sectorctBa classification was introduced in 2009
following the entering into force of the new Law Buablic Finance. According to this law, a
great majority of the special-purpose funds ceasexperate as independent legal entities and
thus a change in classification was made.
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The credit-funds the Municipal Investment Development Fund (FRI&)d the Inland
Waterway Fund (BS) are also classified within the general governnsesctor.

d) Legislative amendmentsin the Charter and the Act on BGK

The next point of the discussion was devoted toniln@erous legislative changes that took
place in 2010 and early 2011 in the Charter andttieon BGK.

The changes concerned in particular the expansi&G&’'s banking and other activities, the
extension of the scope of sureties that may betegaby the Bank, and the change of the
rules governing the distribution of the Bank's admet profit. In addition, it was established
that the Bank may not declare bankruptcy and tiatState Treasury is to assume the Bank's
assets and liabilities if the Bank is wound upatidition, the minister competent for public
finance is required to ensure that the amount efBank’'s equity is sufficient to guarantee
execution of the Bank's responsibilities and thatBank's funds are sufficient to maintain its
payment liquidity standards.

In addition, as a consequence of the new Law onid®®Hmnance, there were additional
changes, which also affected the Bank's operations.

The BGK representatives assured Eurostat that bloweaamendments were in order to
complete the statutory set-up of the bank and ktingo line with the practice and the legal
provisions used for privately owned banks. Theustay changes were mostly aimed at
clarifying the bank's situation for the financiahrkets and thus improving the credit rating of
the bank.

In the follow-up of the discussion, GUS informeatthit had already held a meeting with the
BGK representatives to discuss the impact of tleenedevelopments on the autonomy of
decision of the Bank, in particular the independen€ the bank in the decision making
process. GUS explained that it had established B& has economic autonomy when it
comes to its core banking activities, however somoee consideration should be given to the
assigned activities of the bank (notably the Natidfhousing Programme).

Findings and conclusions

Eurostat and the Polish authorities discussedsstati issues relating to BGK, in particular to
its activities, its funds and the involvement oé tgovernment. The BGK representatives
provided comprehensive explanations of the acisitf the institution.

Action point 26 GUS, with the assistance of the National Bankofand, will provide to
Eurostat by end-November 2011 a document analydatgstical issues associated with BGK,
notably (i) an analysis of its autonomy of decisifi) a rationale for its treatment as a
financial intermediary , (ii) the statistical cifscation of credit risk funds managed by BGK,
including the Housing Agency, and (iv) the statisti classification of other activities
undertaken by BGK under government mandate. GUS filther investigate the
classification of a 2009 capital injection into BG&rising from fund liquidation), reporting
to Eurostat by end-November 20%F1.

18 Completed.
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4.3.6. Military equipment expenditure

Introduction

By default, military expenditure in Poland is reded on a delivery basis, in compliance with
the relevant Eurostat decision.

Discussion

Eurostat raised a question about a recording inleTdl2.2 in the Questionnaire, where
military expenditure accrual adjustments are reggban a net basis.

Findings and conclusions
For the October 2011 EDP Notification, Eurostaitew GUS to provide a split of military
expenditure into receivables and payables. Pleasé\ction Point 15.

4.3.7. Recording of financial derivatives

Introduction

At the request of Eurostat, a note describing #wnding of financial derivatives in EDP
tables 2 and 3 was provided by GUS before the. visit

Discussion

A few questions were raised during the meetingrdeoto clarify some of the entries in the
tables provided. In addition, GUS raised a questiomecording of gains and losses on
foreign exchange swaps.

Findings and conclusions

Action point 27 Eurostat will confirm to the Polish authoritiegthin days, the treatment of
gains and losses on foreign exchange swaps (whetkegst or revaluation), and advise on
recording of the swaps in the ESA balance steet.

4.3.8. Recording of EU flows

Introduction

Under this point, two issues were raised: the charigecording of the EU flows for the year
2010 and the EUR/PLN exchange rate holding gaiss#® on EU funds.

Discussion
a) Recording of EU flows

For the years 2007-2009, EU flows are includedhewtorking balanceof the Table 2A and
2C. The starting line of the Table 2A corresporatdiiese years to an item voted in the
Parliament. For the April 2011 EDP notification fpair the EU flowswas excluded for 2010
data from thevorking balance.

EU transfers should have no impact on governmefitidsurplus, thus the difference
between revenues and expenditure of EU amountsers riegistered in lin®ther accounts

19 Completed.
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receivablewith negative "-" or positive "+" sign. In EDP Tlab 3 these amounts are recorded
in the lineOther financial assetwith negative "-" or positive "+" sign as increasedecrease
of receivables.

Prior to the meeting, GUS provided to Eurostat teram the recording of EU flows in the

EDP notification tables that explained the chanigthe recording. GUS informed that it was

linked with the new Law on Public Finance. From @0according to the new law, there are
two elements of the working balance: working baéaatthe state budget and (new) working
balance of the EU funds budget. For the parliamigniating procedure, both budgets are
added up. In 2010, GUS decided to exclude the Eldgworking balance from the starting

line of EDP Tables 2A and 2C since it was not ableonduct proper adjustments in order to
eliminate EU funds impact on the government defidiiring the meeting, GUS confirmed

the above information and assured that it is ingashg the issue and would change the
recording to make it in line with previous years tioe EDP October 2011 Notification.

Eurostat enquired about the adjustments for EU dloeported for 2010 in line®ther
accounts receivablm tables 2A and 2C an@ther financial assetm tables 3. GUS clarified
that this is the correction for EU flows that atdl secorded in cash balance of state budget
and not reflected in the balance of the EU funcdiglet

b) EUR/PLN exchangerate holding gains/ losses on EU funds

Eurostat enquired about the recording of holdingngjlosses relating to EU flows due to
exchange rate movements. The issue was raiseé otitext of the significant weakening of
the Polish currency against the Euro in 2009. 162there were some holding gains/losses
but in 2010 the reported amount is 0. EurostatchgkdS for further investigation regarding
this entry.

The Polish statistical authorities informed thatidnay gains/losses were recorded in a
separate paragraph in the budgetary reporting laaidthey were subsequently treated as a
financial transaction in the national accounts.

Action point 28 GUS will check if the impact of the PLN/EUR coms®n mechanism for
EU funds in 2010 was really zero, and if so esshblvhy, reporting to Eurostat by end-
September 201%

4.3.9. PPP contracts, securitisation and sale and leaseback operations

Introduction

A revised law on Public-Private Partnerships (PRRs passed at the end of 2008, replacing
the law from 2005 that turned out to be ineffectifde Polish authorities indicated that
numerous infrastructure projects, mainly roads caresidered to be undertaken in the coming
years as PPPs. Currently, as reported in Tablef thieoQuestionnaire, there are three PPPs
ongoing in Poland: Motorway Al Ghsk to Grudzidz, Motorway Al Grudadz to Toru

and Motorway AXwiecko to Nowy Tomsf.

2 Completed. GUS checked the impact of the PLN/EORversion mechanism for EU funds in 2010. There
were expenditures due to holding losses. Negakuhange rate differences are classified as expaeditf the
state budget, influencing the working balance.
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Discussion

Eurostat enquired about any potential changesdrcldssification of the ongoing PPPs. GUS
confirmed that they are classified on balance sla@et there is no indication that their
classification would change.

Next, GUS informed that the Polish government isrently working on a new PPP for
another stretch of motorway Al, from Tuszyn to Bwice (approximately 180 km). GUS
invited the representatives of the Ministry of adtructure to provide more details about this
project.

A representative of Ministry of Infrastructure eajled that in fact this project dates back to
2007. It was also then planned as PPP, howevetraotesd differently, but failed to advance
due to the unfavourable market situation. The work the current proposal is well
advanced and is now being consulted within thesR@dministration.

The project is being prepared as an availabilityeldaproject (a private partner takes the
construction and the availability risk and the gowveent takes the demand risk). Eurostat was
informed that, according to the Polish legislatithere must be tolls on the highways. The
Ministry of Infrastructure informed that, in thisggect, the level of tolls will be set by the
government and all revenues from tolls will be genthe government (more precisely to the
National Road Fund). The simulations show that tbié revenues may exceed 50% of
availability payments.

Findings and conclusions

Eurostat took note of the information. It was adréieat the Ministry of Infrastructure will

transmit all necessary documentation to GUS, whithask Eurostat for ex-ante advice on
the recording of the PPP project. Eurostat repined it would provide its preliminary view,

as the project was not yet signed.

GUS confirmed that no securitisation transactioms @o sale and lease-back operations had
taken place in Poland.

Action point 29 GUS will write to Eurostat with a statistical dyss of the planned A1 PPP
project, using information provided by the Ministif/Infrastructure, and Eurostat will assure
a timely respons€&:

4.4. Reform of the pension system

Introduction

In May 2011, an amendment of the Polish pensiotesysook place. Part of thé®%pillar
contributions are now diverted to th& fillar and are going to be entered on so-calletb-'s
accounts” that are subject to indexation by the sdnominal GDP growth. The Polish Social
Security Institution (ZUS) acknowledges the accuatiah of future pension rights in the
name of individual participants. The rights accused by the individuals may be inherited
by their heirs in the case of death.

2L Completed.
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The "sub-accounts" are not actually funded — therdmutions are not ring-fenced in financial
instruments (deposits, equity, bonds). MoreoverSAMIl not show liabilities for the "sub-
accounts” in its own financial statements and il wot show a corresponding claim on
government for the resources to pay future pensions

On 12 May 2011 Eurostat provided a preliminary apinon the appropriate statistical
recording of the amendment of the Polish pensidrerme based on the existing rules of
Eurostat Decision on the classification of fundeshgion schemes in case of government
responsibility or guarantee, ESA 95, the ManualGmvernment Deficit and Debt (MGDD),
and SNA 2008. Eurostat is of the opinion that thie-accounts should ldassified within the
general government sector and no liabilities shbeldecorded.

Discussion

In the context of the preliminary Eurostat opiniom the appropriate statistical treatment of
this amendment, Eurostat enquired about any additipotential changes in the law or the
schedule for the implementation of the appropniat®rding.

GUS explained that the law was in force and theeeewio additional changes envisaged at
the moment. It re-confirmed that the pension schamendment would be reflected in the
April 2012 EDP notification and would follow the Eastat guidance on statistical recording.

Findings and conclusions

Eurostat took note of the information provided amelcomed the fact that the April 2012
EDP Notification will follow the Eurostat guidance.

5. Other issues

5.1. ESA95 Transmission programme

Introduction

There are still some discrepancies between thetajllaland annual financial accounts of
general government.

Discussion

Eurostat enquired about the difficulties in ensgrialignment of quarterly and annual
financial accounts of general government with degported in the EDP tables. NBP
explained that is was due to the need for adjusishdralancing of accounts for the whole
economy.

Findings and conclusions

Eurostat encouraged work between GUS, the Ministrifinance and NBP to improve the
consistency between quarterly and annual finam@ebunts of general government and EDP
data.
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5.2. Any other issues

Introduction

At the end of the meeting two additional issuesenmiefly discussed — the sale of Assigned
Amount Units in 2009 and the ongoing preparations the 2012 European football
championship, to be held jointly with Ukraine.

Discussion

In 2009 Poland sold Assigned Amount Units for PLArillion. GUS informed that this had
been treated in national accounts as market oyfutl). Eurostat explained that under
forthcoming guidance it would be recorded as a saf®n-financial non-produced assets.

Eurostat asked about the financing of all the itmests (building of new infrastructure and
renovation of existing facilities) related to th@12 European football championship. The
Polish authorities explained that funding for thpseparations was provided by the state and
was therefore included in government deficit anblt diata.

Findings and conclusions

Eurostat took note of the information provided bg Polish authorities.
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