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Executive summary

Eurostat undertook an EDP dialogue visit to Spainl@-18 February 2011 as part of its
regular visits to Member States and with the aimdsess the existing statistical capacity, to
review the division of responsibilities concernitige compilation of EDP statistics and

government accounts, to discuss the quality andwestiveness of primary data sources, to
clarify the issues relating to EDP tables raisethexcontext of previous EDP notifications, to

review the progress achieved in implementing ESA51¢nhethodology and to assure that
provisions from the ESA 1995 Manual on Governmegficit and debt and recent Eurostat
decisions are duly implemented in the Spanish EbR$ and national accounts.

Eurostat welcomed the transparent and comprehemgpeoach of the Spanish statistical
authorities to EDP related work. Eurostat very mappreciated documentation sent before
the meeting. Eurostat also expressed satisfactontbfe transparent and comprehensive
presentation of the issues by the Spanish statistic¢horities.

First, Eurostat enquired about the institutionabagements and division of responsibilities
with respect to the reporting of data under EDRwvds confirmed that there have been no
changes since the last EDP dialogue visit. Tritervencion General del Estado (IGAE)
responsible for the general government sector adsoand compiles data relating to
government deficitBanco de Espafa (BHlas responsibility for financial accounts and for
compiling data relating to general government ddlie Instituto Nacional de Estadistica
(INE) is responsible for methodological issues relatiog national accounts. Eurostat
congratulated the Spanish statistical authorities the cooperation between the three
organisations, i.e. INE, Bank of Spain and IGAE sector classification issues. Eurostat also
pointed out that such good co-operation sets higgt practice standards for the European
statistical system.

Next, the characteristics of data sources for gowent statistics reporting were discussed.
Eurostat took note that the data sources have hariged since the last EDP dialogue visit
and that a detailed description of data sourcewvaslable in the EDP inventory. As regards
revisions, Eurostat invited the Spanish statistmathorities to investigate the reasons for
repeated upward revisions in the state governmantsctor.

Eurostat welcomed the progress achieved from coareld work between IGAE, INE and
Banco de Espafan improvements dDther accounts receivable / payalaedAcquisition of

financial assets. In particular, Eurostat welcomed the study to ifjlathe nature of the
transactions recorded &ther accounts payabler Trade credits.Eurostat will include a
discussion on this issue at the next Financial Aot® Working Group (FAWG) and the
Spanish statistical authorities agreed to presenissue on Trade credits.

As regards the delimitation of general governmantietailed discussion took place on the
public corporations controlled by state and locavegynment and public corporations acting
on behalf of government. Eurostat took note thardhwere no major changes. The
classification of public regional government finanimstitutes was discussed in detail, in
particular those that are provisionally classiftedside general government sector.

Regarding the recording of taxes and social comtiiohs, Eurostat took note that a statistical
model based on assessments and declarations withsequent adjustment of the amounts
unlikely to be collected, is used. Eurostat exprdssome concerns about the implications of
the financial crisis on the method used and, iti@dar, on how the model is functioning in
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such exceptional circumstances. The assessmelieomnmbdel showed that there are some
implications of the financial crisis on the methaged for taxes and social contributions. As
regards the taxes, time - adjusted cash receiptax@s are lower than the assessed tax data,
but on the other hand, in the case of social doutions the situation is the opposite and the
time - adjusted cash receipts are higher thandbriad social contributions. According to the
Spanish statistical authorities the impact on tbeants of general government is however
not significant due to the compensation of thesedffects. The main conclusion of this point
was that the Spanish statistical authorities wibiove the statistical model for the recording
of taxes and social contributions, in particulardifying it in such a way that it would take
into account also short term "exceptional” circLanses.

Government interventions into financial institutsom the context of the financial turmoil
were also discussed, and Eurostat welcomed thespaaency of the Spanish statistical
authorities in providing to Eurostat all relevamftormation.

The issue of the electricity tariff deficit and thstablishment of thEondo de Amortizacion
del Déficit Eléctrico(FADE) were discussed in detail, in particular the clasatfon of this
unit and the recording of its transactions.

Concerning the Public Private Partnerships (PPR)odfat welcomed the work of the
Working group on the classification of the PPP @ctg. The majority of the PPP projects are
observed at the level of regional governments. Sprogects were discussed in more detalil
and the Spanish statistical authorities agreeddwvige to Eurostat the reports of the Working
Group of some PPP projects that had not yet started

Some other issues were also discussed such asmgemamilitary equipment expenditure,
debt assumptions, debt cancellations and debt-affteand capital injections. It was noted
that the recordings applied are in line with thecisiens taken by Eurostat.



Final findings
Introduction

In accordance with article 11(1) of Council Regualat(EC) No 479/2009, as regards the
guality of statistical data in the context of thecEssive Deficit Procedure, Eurostat carried
out an EDP dialogue visit to Spain on 17-18 Felyr@axl 1.

The delegation of Eurostat was headed by Mr. Luseol, Head of Unit C3 (Statistics for
the Excessive Deficit procedure ). The Director@eneral for Economic and Financial
Affairs (DG ECFIN) and the European Central BankCH} also participated in the meeting
as observers. Spain was represented by the lostil#cional de Estadistica (INE),
Intervencion General del Estado (IGAE) and Bancé&sigafa (BE).

Eurostat carried out this EDP dialogue visit inesrtb review the implementation of ESA95
methodology and to assure that provisions of thAd5SEurostat Manual on Government
Deficit and Debt and Eurostat decisions are dulplémented inthe Spanish EDP and
Government Finance Statistics (GFS) data. In Qetae main aims of the dialogue visit

were: to clarify the issues relating to EDP tablassed in the context of previous

notifications, to review progress on Other accoumtseivables / payables, to review the
implementation of ESA 95 methodology, such as siettion of units (Public corporations

controlled by local and state governments) anduatqgrinciples (Taxes) and to review the
recording of specific Government transactions.

In relation to procedural arrangements, Eurostptaéxed the procedure, in accordance with
article 13 of Regulation No 479/2009, indicatingtthvithin days the Main conclusions and
action points would be sent to the Spanish stediséiuthorities, who may provide comments.
The Provisional findings would then be sent to$ipanish statistical authorities in draft form
for their review. After amendments, Final findingsl be sent to the Economic and Financial
Committee (EFC) and published on the website ob&at.

In the meeting, Eurostat welcomed the transparent @omprehensive approach by the

Spanish statistical authorities to the EDP relatedrk. Eurostat appreciated the
documentation provided by the Spanish statistigti@ities prior to the EDP dialogue visit.

1. Statistical organisational issues

1.1. Institutional responsibilities in the framewok of the reporting of data under the
EDP and government finance statistics compilation

Introduction

Eurostat enquired about the institutional arrangegmeand division of responsibilities
in the framework of the reporting of data under B and government finance statistics.

Discussion and methodological analysis

The Spanish statistical authorities confirmed tihv@re have been no changes since the last
EDP dialogue visit. Thentervencién General del Estado (IGAHp responsible for the
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general government sector accounts and compiles reédted to government deficit. The
Banco de Espafia (BEgs responsibility for financial accounts and fompiling data related
to government debt. Theénstituto Nacional de Estadistica (INEis responsible for
methodological issues relating to national accaufike three institutions meet regularly to
discuss and resolve methodological or classificatjoestions which may arise. The EDP
tables are transmitted to Eurostat by INE, asoits is to coordinate the compilation process.

Findings and conclusions

Eurostat took note that there were no changes ef itistitutional arrangements and
responsibilities, in the framework of the reportiofydata under the EDP and government
finance statistics compilation, since the last Elddtogue visit to Spain.

Eurostat welcomed the cooperation between the nmg@nisations, i.e. INE, Bank of Spain
and IGAE, on sector classification issues. Eurostab pointed out that such good co-
operation sets high best practice standards fdEtimepean statistical system.

1.2. Data sources, EDP inventory
Introduction

The EDP inventory is published in the website ofdstat as well as nationally in the website
of IGAE. The data sources and methods used foigémeral government deficit and debt
compilation are described in the EDP inventory avete discussed during the last EDP
dialogue visit.

Basic information of theApril (first) notification is revised and complemented with half-
finalised data in theOctober (second) notificationFor the completion of the finalised
accounts, information is improved with flows of ethsub-sectors, additional information
supplied by various reporting departments and framual accounts of foundations and
public corporations@ctober t+1 notificatioi.

Discussion and methodological analysis

Eurostat enquired about any changes in data soaoepared with the situation during the
last EDP dialogue visit. The Spanish statisticathadties confirmed that the situation
remains unchanged.

As regards the state government sub-sector, thet hotification and half-finalised
notification data are collected withSdandardised accounting information questionnairee
guestionnaire is sent by IGAE to all Zomunidades Auténomakinalised accounts are
based on General Accounts of eaclthef Comunidades Autonomas.

Local government non-financial data are based ompkes, for provisional and also for final
accounts.

During the meeting, the Spanish statistical autiesriprovided to Eurostat ti&tandardised
accounting information questionnaireent to regional and local governments.

Eurostat enquired about revisions, in particular tfee state (S.1312) and local (S.1313)
government sub-sectors. The Spanish statistichbaties explained that the main reason for
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revisions is the update of data sources. At thee toh verification of data for the April
notification, the budget is not yet closed and dlseounts of private and public companies
close only at the end of March. It was stressetl diahe necessary information need to be
provided to the statistical authorities alreadyamuary.

The Spanish statistical authorities further exmdirthat revisions also occur due to some
inconsistencies in data in the IGAE questionnaidsch are then clarified and corrected for
the October EDP notification. Another impact onisens is due to updated data on Public -
Private Partnerships (PPP), in particular in theSgjovernment sub-sector (S.1312).

Eurostat took note of these explanations and cortedehat the level of the revisions is not
especially high; however revisions almost alwaygease the deficit. The only exceptional

year of rather high revisions was noted in the yG08. In this context Eurostat asked the
Spanish statistical authorities to investigate tbasons for such upward revisions and to
contact the regional governments in order to obtaliable data on PPP for the April EDP

notification.

Eurostat further enquired about the reports on ¢amge with ESA95 rules, prepared by the
regional court of auditors. The Spanish statistezahorities explained that they are aware of
these reports. However, it was stressed that hce@mmendations of these reports are taken
into consideration as they might be beyond the EBSAQles. The Spanish statistical
authorities undertook to send these reports relgulaEurostat in the future.

Findings and conclusions

Eurostat took note that the data sources have hariged since the last EDP dialogue visit
and that a detailed description of data sourcasasdable in the EDP inventory.

Eurostat invited the Spanish statistical authaijtie the context of repeated upward revisions
until the October notification n+1 for the Statevgmnment sub-sector (S.1312), to investigate
the reasons for such revisions and to urge regigaaérnments to obtain reliable data on
Public-Private Partnerships (PPPs) from private mames before the April notification of
year n for year n-{Action point 2).

Eurostat took note that regional Courts of auditorsSpain are producing reports on
compliance with ESA95 rules in the regions. Eurbstwited the Spanish statistical
authorities to provide these reports regularly sodstat(Action point 1).



2. Follow-up of the EDP dialogue visit of 15-16 Jum2009
Introduction

Eurostat noted that a majority of action points endeen implemented by the Spanish
statistical authorities or information on their gress has been received.

Discussion and conclusions

As regards the Action point 3 (Recording of goveeninoans granted at zero or low interest
rate), Eurostat undertook to produce a guidances rmt the statistical recording of
government loans granted at zero or low interet. rihe guidance note has not been
finalised as the Financial Accounts Working GrotA\WG) has not reached an agreement
and it seems that there will be a need for CME@nsultation on this issue.

As regards the Action point 4 (Ongoing works by Banco of Espanan the improvements
of the financial accounts, notably the breakdowrremfeivables and payables), the Spanish
statistical authorities made a progress reporthis issue, which will be further discussed
under item 3 (EDP tables 3) of this report.

3. Follow-up of the April 2009 EDP reporting — anasis of EDP tables

Introduction

Eurostat thanked the Spanish statistical autherfbe their timely and accurate transmission
of EDP tables and the relating questionnaires. i@évesues concerning the October 2010
EDP notification tables and the Questionnaire mgjato the EDP notification tables were

discussed.

All revisions on deficit and debt were explained alocumented in the Questionnaire relating
to the EDP notification tables.

EDP tables 2

Discussion and methodological analysis

The working balances in tables 2A-D are on a mikasis and correspond to the balance of
non-financial transactions of each sub-sector. &he@® on an accrual basis and the only

exception is for interest, which is recorded orashcbasis.

The Working balance as such is not published ardited) however total revenue and
expenditure are approved by the Parliament andeditly the Court of Auditors.

2 The Committee on Monetary, Financial and Balandeayfments statistics



EDP tables 3
Discussion and methodological analysis

The Spanish statistical authorities confirmed @atrency and deposits (F.2) refers to the
cash in bank accounts.

During the last EDP dialogue visit, a coordinatearkvwas discussed between IGAE (non-
financial accountsBanco de Espaiiéiinancial accounts) and INE to improve the breaiu
of Other accounts receivable / payalaledAcquisition of financial assets

In the last two years, the Working Group (IGAEgnco de Espafand INE has stepped up
its work on clarifying the categories of the gehg@avernment financial accounts in which
transactions other Accounts Receivable, Payable and Trade credits (F.7) are recorded.
The study aimed to clarify the nature of the tratisas recorded a®ther accounts payable
or Trade creditsin order to include in these categories all thailable breakdowns, and to
improve the reconciliation between non-financiadl éinancial accounts, avoiding duplication
in the recording of transactions.

As regards theentral government sub-sectovork focused on the State and was already
finished. The results led to a significant reductad Statistical discrepancieand these were
already incorporated in the quarterly general gowvemt accounts in the October 2009 EDP
notification. The study showed that there is nodnechange the measurement of the EDP
debt of thesocial security funds sub-sect@ince it includes only a loan from tBanco de
Espafato the social security funds, reimbursed in 2G0W a loan from the State, which is
consolidated in the general government sector.

Further work concentrated on the state governnterdt3(2) and local government (S.1313)
sub-sectors, analysing the information availableh@Banco de Espafia’s Central Credit
Register (CCRpn the various types of risks of governments. iifa&n aim was to analyse
the nature of the transactions of these two sutpsececorded in the categofyade credit
and Other accounts payablend to check whether they are properly classifidte analysis
has only been carried out for the state governmetsector, leaving for the future the study
of local government. It was confirmed that the antewof trade credits are much lower at the
level of local government than at the level of stete government sub-sector.

According to the Spanish statistical authoritieadé credits have been part of the normal
financing of general government. In certain perjoggate and local governments have
increased the maturity of trade credits granteth&m by their suppliers and in some cases
they have entered into factoring transactions i intervention of financial institutions.
While these transactions have been usual in thedseof stability in the financial markets,
the amounts of these transactions as well as tharityehave increased in recent years.

The question is if the nature of the transactieworded in the categoryftade credit and
other accounts payable” (F.7ghanges because the maturities of these liabilligeve been
lengthened and, in addition, financial institutios®e intervening in transactions in which
general government had previously dealt directlyhwis suppliers. This has given rise to
methodological questions on the delimitation of ta¢egoried.oans (F.4)andTrade credit
and Other accounts payable (F.7)



Prior the meeting, the Spanish statistical autlesriprepared a methodological document
called 'Delimitation of the categories Trade credits andnét accounts receivable and
payable (F.7) and loans (F.4) of the general goweent financial accoust, describing the
methodology applied in ESA95 and in the ESA95 Mammagovernment deficit and debt
regarding the categories F.4 and F.7.

The Spanish statistical authorities confirmed tihat trade credits were granted to regional
governments from 1 to maximum 5 years.

The Spanish statistical authorities explained thigtwork has not led to any changes yet due
to the lack of a complete methodology in the curmeranuals (ESA 95 and Manual on
Government Deficit and Debt) to distinguish in @ises between trade credit and loans. The
Spanish statistical authorities underlined that ythevould need methodological
recommendations on how to treat trade credits. fatr@greed that this is an important issue
that would need to be discussed with the Finaabunts Working Group (FAWG); and if
necessary also at the level of the CMFB. Euros&tomed the work undertaken by the
Spanish statistical authorities dmade creditsand proposed to include a discussion on this
issue in the agenda of the next FAWG, and aske&piamish statistical authorities to present
this issue. The Spanish statistical authoritiegegito this proposal.

The ECB supported the proposal of Eurostat to ds¢his issue at the FAWG and informed
the participants at the meeting that the issue raflet credits between non-financial
corporations was also discussed at the Working @Gron Euro-Area Accounts. This
discussion showed that some countries do not hayelata sources on Trade credits due to
the non-existence of Credit registers.

The participants in the meeting agreed that firgthe methodological part would have to be
clarified and, on a second step the availabilitglafa sources would have to be discussed. It
was also added that the ESA2010 does not provitteeiuclarifications on this issue.

As a result of the work already undertaken in thietial government and social security sub-
sectors, the Spanish statistical authorities ptegeiables with a detaildateakdown of Other
accounts receivable and payable for these two sub-sectors.

Eurostat welcomed this additional breakdown ane@gtke Spanish statistical authorities to
provide the sub-sector breakdown@ther accounts receivable / payaldéthe Table 4.1 of
the Questionnaire relating to the EDP notificatiables in the following EDP notifications.

Eurostat commented on some of the breakdown itemdsasked for additional clarifications.
It was agreed that the Spanish statistical autberiwould improve the presented breakdown
of Other accounts receivable / payable.

In particular, Eurostat further enquired on thenitdiRanking adjustmentsih Other accounts
payable. The Spanish statistical authorities erplhithat this adjustment is necessary due to
the use of different data sources and it relatethéotime of recording. Eurostat was of the
opinion that this adjustment should be part of $tatistical discrepancy rather than part of
Other accounts payable. Accordingly Eurostat agkedSpanish statistical authorities to re-
classify this item under Statistical discrepancy.

The Spanish statistical authorities also confirntbdt considerable amounts @ther
accounts payablemainly relate to the trade credits.



Findings and conclusions

Eurostat welcomed the work undertaken by the Spastatistical authorities ofirade credits
and will include a discussion on this issue in #genda of the next Financial Accounts
Working Group (FAWG). The Spanish statistical auities kindly agreed to make a
presentation on this iss&ction point 3).

Eurostat asked the Spanish statistical authotiggovide the sub-sector breakdowrQsher
accounts receivable / payable the Table 4.1 of the Questionnaire relatingttie EDP
notification tables from the April 2011 EDP notditon onwardgAction point 4).

Eurostat asked the Spanish statistical authotibesiprove the breakdown @ther accounts
receivable / payabléor central government and social security sultesedn Table 4.1 of the
Questionnaire relating to the EDP notification &sbin the next EDP notificatior{&ction
point 5).

The ECB agreed to send to Eurostat the informagiathered and discussed by the Working
Group on Euro-Area Accounts, dmade creditsbetween non-financial corporatio(&ction
point 6).

The Spanish statistical authorities agreed to oeltrom the April 2011 EDP notification
onwards, the item Ranking adjustments of sourtegpreviously included undeOther
Accounts receivable / payabi@ the Statistical discrepancior the relevant government sub-
sectorq/Action point 7).

3.1 Study on the Public units controlled by Regiodayovernments granting loans to
government units

Introduction

Some regional governments set up entities to marfagje finance policy and economic
activity. During the October 2010 EDP notificatiothe Spanish statistical authorities
informed Eurostat that it was discovered that sgmeélic units controlled by regional

governments were granting loans to entities cleskiin the state government and local
government sub-sectors, which had not been preyidnsluded in government debt. These
loans were included in the government debt in tboker 2010 EDP notification.

Discussion and methodological analysis

The Spanish statistical authorities presentedsfige. The main methodological question was
the classification of these entities in nationatamts. One option would be to include them
in the general government sector, in which cas#& thebt and deficit would be part of
government debt and deficit. The other two optimoesild be to classify them as public non-
financial corporations or as public financial camuons. In both cases, their debt and deficit
would not be part of government debt and defidihaugh the financing by such entities to
the different units in the general government wdudde to be included in government debt.
In addition, if they would be classified outside theneral government sector, any transaction
they would perform on behalf of general governmeotild be re-routed in national accounts
via general government.
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During the meeting, the Spanish statistical autiesripresented in more detail all regional
government finance institutes and their currenssifecation. Currently, there are eight such
entities, of which five of them are already classifinside the general government sector.
The classification of the three units classifiedtsale general government sector was
discussed in more detail: Instituto Valenciano deafzas (IVF), Instituto Catalan de

Finanzas (ICF) and Instituto de Finanzas de Caiat@li?AF).

The Instituto Valenciano de Finanzas (IVRad been provisionally classified by the Spanish
statistical authorities in the financial corporatisector — Other financial intermediaries
(S.123). During the meeting, the Spanish statistanathorities expressed some doubts
regarding its classification. This unit is currgntinder investigation and the Spanish
statistical authorities are still in the processcoflecting all necessary information before
taking a final decision.

Eurostat also expressed several doubts on the spwoai classification of this unit and
considered that this unit would be more appropyatkassified inside the government sector.

The main arguments of Eurostat that this entity uthobe classified inside general
government sector were as follows:

- IVF is acting on behalf of governmenThe annual reports of IVF revealed many
references to the operations which are carriedoaubehalf of the regional government
and its public corporations. It provides financglpport to firms in difficulties and
participates in the restructuring process of theganies. One of the competences of IVF
Is to coordinate and provide advice to various @aomoous bodies and companies on
financing instruments and on the effective managenoé financial risks of their debt
operations. This would point out to the unit maiblging used as an instrument of the
public policy of the regional government of Valeaci

- IVF manages government debt;

- IVF seemaot to be profitablevithout subsidies from government;

- IVF is beinglimited by legal ac{budget documents). The budget documents speadly e
year the limit of its debt and guarantees, whi@hthen referred to in the Official Journal;

- All financial obligations of IVF arguaranteed by government;

- Composition of boardThis unit is attached to the Department of EcopoRinance and
Employment of the Generalitat and the General Cbuott IVF includes, among
seventeen members, five members of the regionalergovent and notably the
Chairperson of the Council is the head of the Depamt of Economy, Finance and
Employment of the Generalitat.

As a result of all the above-mentioned featurethefentity considered, Eurostat considered
that the IVF would be more properly classified dwesithe state government sub-sector
(S.1312). It was agreed that Eurostat would sentiédcSpanish statistical authorities a note,
which would detail all the elements pointing to@sgible re-classification of IVF inside the

government sector. The Spanish statistical autasrégreed to provide to Eurostat their final
decision on the classification of this unit by thee of the April 2011 EDP notificatidn

Then, the sector classification of thestituto Catalan de Finanzas (ICK)as discussed. The
ICF is a publicly owned financial institution whoaén is to provide companies with long-
term financial support, thus complementing privageket financing.

3 The IVF was finally re-classified inside generalgrnment sector.
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The different affiliates composing the Group suppibre public finance policies of the
Catalan Government, mainly through two activitiesveloped in recent years: providing
capital and financial advice and promoting and ri@iing public facilities.

The activities carried out as a financial agencyhefregional government (such as financing
of the activity of ICF Equipamentsand the management of the debt of the regional
government) are recorded in the accounts of themag(autonomous) government. The ICF

is currently classified as an Other financial imediary (S.123).

Eurostat expressed some doubts on the classificafi®CF and pointed out some elements
that would indicate a possible re-classificatiorsaime of the units of the ICF group inside the
government sector and / or rerouting of any adda@i@mperation undertaken by the ICF group
on behalf of government.

In particular, it was underlined that the legigatiof the ICF explicitly says that it may
exercise the financial management of public debtottrer instruments of the regional
government. In addition, examination of the coisied accounts of ICF showed that this
entity received repeated capital injections fronvegament and that loans are being
guaranteed by government. It also seems that I@Etisg on behalf of government, such as
investing in loss-making companies, anticipating skabventions, etc. It can also manage the
equity investments of the regional government. Thight point out that this unit is being
used as an instrument of the public policy of tegional government of Catalonia. At this
point, Eurostat also pointed towards some simiégritvith the IVF.

The Spanish statistical authorities explained ik group consists of five affiliates, of
which one is already classified inside governmestta (ICF Equipaments). The main
arguments, which determined that this entity remdiolassified outside government sector,
was that in the past, ICF was always profitable @agital injections into profitable
companies, are recorded as financial (equity) tigas. As regards the possibility that ICF
can manage public debt of regional governmentas stressed that ICF has never exercised
the financial management of public debt as thissh@ways been performed directly by the
Generalitat (regional government of Catalonia)adidition, all activities undertaken on behalf
of government by ICF are already recorded in theegument accounts. In general, the link to
private activities has been bigger than the orteggublic activities.

The Spanish statistical authorities agreed to genBurostat a note, including all relevant
information on this unit together with full accoantf its affiliates. The Spanish statistical
authorities will also analyse some of the issuésedaby Eurostat during the meeting and
report to Eurostat by the time of the October 2BDP reporting.

TheInstituto de Finanzas de Cantabria (ICAB)classified in Other Financial Intermediaries
(S.123) due to the nature of its activity, whicHimancial intermediation. It was established
in 2008 and it has not carried out any transact@mnbehalf of general government.

The Spanish statistical authorities also explaihed thelnstituto de Crédito y Finanzas de la
Region de Murciais provisionally classified inside government sectind its final
classification will depend on the decision taken ttee classification of the IVF, as it is a
similar entity.

4 Four entities of the ICF Group are now classifieslde general government: ICF Equipaments, ICF Hg|di@F Capital
and IFEM.
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Findings and conclusions

Eurostat expressed some doubts on the provisidasgification of thdnstituto Valenciano
de Finanzas (IVE)which is currently under investigation by the \Wiag Group. Eurostat
will send to the Spanish statistical authoritiesose, which will detail some of the elements
pointing to a possible re-classification of IVFiotes the government sector. If the result of the
first analysis by the Spanish statistical authesitwould indicate the need to re-classify IVF
inside the government sector this will have to bdartaken by the time of the April 2011
EDP notification, even if this would introduce &kaof coherence between EDP figures and
other national accounts indicators (unless theceffa deficit and debt would be negligible)
(Action point 12).

Eurostat expressed some doubts on the classificafidhe Instituto Catalan de Finanzas
(ICF). The Spanish statistical authorities will sendEtcrostat a note, including all relevant
information on this unit together with full accoantf its affiliates. The Spanish statistical
authorities will also analyse some of the issuésedhby Eurostat during the meeting and
report to Eurostat. If as a result of this furtlaralysis there would be a need for the re-
classification of any of the units of the ICF groapd / or rerouting of any additional
operation undertaken by the ICF group on behaljafernment, this would be done by the
October 2011 EDP notification, unless the effecdeficit and debt would not be negligible
(in this case the re-classification should be utadlen by the time of the April 2011 EDP
notification) (Action point 13).

4. Methodological issues and recording of specifgovernment transactions

4.1. Delimitation of general government, applicatin of market / non-market rule in
national accounts

Introduction

The creation of a new public unit has to be endbisethe cabinet or by the Parliament, in
the case of the central government or by the etpnvaegional or local bodies for the
remaining general government sectors. The Workingu® composed by INEBanco de
Espafaand IGAE analyses the sector classification o$¢henits, determining which are the
units that according to ESA95 are to be classifistie general government.

A database (Sectorisation of Institutional Unitstdbase) is available on the website of the
Bank of Spain. The Spanish statistical authorigiesvided an updated exhaustive list of all
general government units by sub-sector.
Discussion and methodological analysis

As regards the sector classification of units, $panish statistical authorities explained that
there were no substantial changes since the laBtd&logue visit.

Eurostat enquired about the sector classificatiothe railways companies and the Spanish

statistical authorities explained that at the lesfethe State, there are 3 companies, of which
one is classified inside the general governmenbs¢Eeve).
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Findings and conclusions

Eurostat took note that there were no changes #ieckast EDP dialogue visit.

4.1.1. Public corporations controlled by state antbcal government
Introduction

The Spanish statistical authorities provided a rstehe public corporations controlled by
state and local governments. All Comunidades Autbnomg&§CAA) and more than 9000
local government units (CCLL) have the right toabéish new dependent entities. At least
once per year, IGAE requests information from CCa&xl CCLL on the creation of such new
entities.

In recent years, the competence of the MinistryFiolance has been strengthened by law.
CCAAs and CCLLs are obliged to create an inventirguch units and provide it to the
Ministry. In addition, they also must provide to A& all information needed for the
classification of these units. The responsibility the classification is within the Working
Group.

The Spanish statistical authorities provided datahe debt and Net lending / net borrowing
of public corporations controlled by government aad included in the government sector as
well as on those which are classified in the gowvemnt sector (and reported in the EDP
tables).

The list of public corporations controlled by gowverent is available publicly on the website
of the Bank of Spain.

Discussion and methodological analysis

The Spanish statistical authorities confirmed thatidentification and classification of public

units have not changed since the last EDP dialotpiie It was also explained that, due to the
financial crisis, fewer companies were establishedrecent years. In addition some
companies were also merged.

Eurostat observed that the debt of public compacoesrolled by state and local government
classified outside the government sector is inangasmore than the debt of those public

companies classified inside the government secitre Spanish statistical authorities

explained that it is cheaper for government to mlevmoney (subsidies) to public companies
classified inside the government sector than obligem to raise money on the financial

markets. On the other hand those companies wheharpart of the government sector have
to borrow money on the financial markets, whichssxjuently increases their own debt.

Government also provides guarantees to the publganies although the amounts are rather
small. However the Spanish statistical authoriassured that such a guarantee has never
been called.

All capital injections into the loss making pubtompanies are being recorded as a capital

transfer with an impact on government deficit. wiis confirmed that most of the capital
injections into public corporations are recordedagital transfers.
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The Spanish statistical authorities also said ttmats0 % rule is usually being checked every
5 years.

Findings and conclusions

Eurostat took note of the classification procespudilic corporations controlled by state and
local governments.

4.1.2 Public corporations acting on behalf of goveament
Introduction

The Spanish statistical authorities provided ptier EDP dialogue visit, the list of all public
corporations acting on behalf of central and sgateernments.

Discussion and methodological analysis

The Spanish statistical authorities explained ttlaise public corporations which are

considered to be market producers are includeddemon-financial (S.11) or financial (S.12)

sectors. In line with the procedure, the IGAE adiyuzhecks the accounts of these units. If
the analysis shows that some operations were w@ak@erton behalf of government than those
operations are re-routed via government accoutigwis as Other adjustments in the EDP
tables 2). In addition, also the classificatiortto$ unit is being checked again.

The Spanish statistical authorities confirmed tiere were no major changes in the two
main public corporations acting on behalf of cdngavernment; i.e. ICO and CESCE.
Eurostat took note that those two units had besnudsed in more detail during previous
EDP dialogue visits.

Findings and conclusions

Eurostat took note of the explanations on the ifleation of public corporations acting on
behalf of government.

4.2. Implementation of accrual principle
4.2.1. Accrual taxes and social contributions

Introduction

The Spanish statistical authorities use a stadistmodel based on assessments and
declarations with a subsequent adjustment of theuats unlikely to be collected. This
econometric model for the estimation of the amoumiikely to be collected was developed
by INE and it is based on a system of accumulatedages.

There are two types of assessments:

- declarations-settlements: assessments where taspadgelare their tax liabilities and pay
the corresponding amount;

- previously contracted settlements: assessmentswheramount of tax due is calculated
by the Tax Administration.
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The model estimates the part of pending entitlésnéar each fiscal period that are unlikely
to be collected; i.e. due pending payments for diachl period that are going to be collected
in the subsequent fiscal years. This adjustmentaoes and social contributions unlikely to
be collected is applied from 1998 onwards.

Discussion and methodological analysis

As a follow-up of the last EDP dialogue visit, tBpanish statistical authorities provided to
Eurostat data on total revenue from assessmenti@cidrations, cash received and amounts
of taxes and social contributions not collected.

Eurostat observed that cash data on taxes are tbhaerthe assessed tax data for all the years,
in particular for the years 2008-2009. In this eomt Eurostat recalled that the Regulation
(EC) No 2516/2000 on taxes and social contributiming November 2000 states the general
principles of tax and social contributions recogdin national accounts(...), the impact on
general government net lending/borrowing of taxed aocial contributions recorded in the
system on an accrual basis shall be equivalent @veeasonable amount of time to the
corresponding amounts actually received”

On the contrary, cash data on Social contributemesslightly higher than accruals for all the
years.

This analysis showed that there seem to be somkcahpns of the financial crisis on the
method used for taxes and social contributions thatl the model might not be suitably
functioning in exceptional circumstances such aditrancial crisis.

The Spanish statistical authorities explained ti@ model has been assessed and they
confirmed the above-mentioned findings of Eurostdte assessment of the model showed
that it overestimates the social contributions ketli to be collected. The information now
available indicated that social contributions altyugceived in year t and the following years
(t+1, t+2... until 2010) are bigger than the “net’csd contributions recorded (social
contributions less adjustments for social contiing unlikely to be collected) in year t. This
pattern has been observed since 1998. On the ludinel; it seems unlikely that the amount of
taxes actually received will reach the “net” taxesorded (taxes in accrual basis - adjustment
for taxes unlikely to be collected).

However the opinion of the Spanish statistical arities was that the impact on general
government accounts is not significant due to thmpmensation of the two above-mentioned
effects.

The Spanish statistical authorities said that stewrh implications are not taken into account
in the model. The model is backward oriented aitfdcserects / adjusts over time. It was also
explained that in the past, neither positive n@atee short—term movements were taken into
account. All these implications are neutralisedrdivee in the model.

The overall opinion of the Spanish statistical auties was that the model used works rather
well under normal conditions. Nevertheless it netde modified in order to take into
account also exceptional circumstances, such adirthecial crisis. The Spanish statistical
authorities informed Eurostat that different modets already being studied.
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Eurostat welcomed this ongoing work and suggesiecbimpare cash data with the accrual
data (obtained by the model) and to re-adjust thdehin such a way that it can quickly react
to changed circumstances.

The Spanish statistical authorities agreed to imgitbe statistical model for the recording of
taxes and social contributions and report on #ssie to Eurostat by the October 2011 EDP
notification.

The Spanish statistical authorities assured tlmafas there were no cancellations of taxes
from government to enterprises (tax amnesties).

In addition, the table 1 o®ther receivables/payables relating to taxes antuacsocial
contributions of general governmesftthe EDP related questionnaire was examined. $tairo
noted that the amounts of transaction©ther accounts receivable relating to total taaes
rather high in 2009. The Spanish statistical autiesragreed to check this issue.

Findings and conclusions

The Spanish statistical authorities agreed to iwprihe statistical model for recording of

taxes and social contributions and report on #ssie to Eurostat by the October 2011 EDP
notification (Action point 8).

4.2.2. Accrued interest

Introduction

The methodology for the calculation of governmestraed interest payables was discussed.
Discussion and methodological analysis

The calculation of accrued interest for securitiages across the sub-sectors. For the State, a
"security-by-security" approach is used but in othevernment sub-sectors estimations are
made because such detailed information is notabail The interest is accrued over the life
of the security.

Eurostat took note that 90 % of all government g&es are issued by the State.

The Spanish statistical authorities said that @#eyin the process of applying the "security-
by-security" method for calculation of accrued rest also in the State government sub-
sector. The Spanish statistical authorities atsdioned that, most probably, the final results

will not differ much from the currently availablgytires.

The Spanish statistical authorities also confirntieat the slight difference between cash
interest in the EDP tables 2 and 3 occurs dued@waps.

Findings and conclusions

Eurostat took note of these explanations and wedcbthe ongoing work on the application
of the "security-by-security" approach for the 8tgbvernment sub-sector.
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4.3 Recording of specific government transactions
4.3.1 Specific government transactions in the conteof the global economic crisis

Introduction

To tackle the effects of the international finaha@asis, the Spanish government adopted a

series of measures in October 2008 which envisaged:

- acquisition of financial assets through a purpossighed vehicle (Fund for the
Acquisition of Financial Assets - FAAF);

- granting State guarantees on new financing op@stny credit institutions residents in
Spain; and

- acquisition of securities suitable for reinforcitige capital of credit institutions, by the
State.

In June 2009 government adopted a second serrasasgures:

- search for a private solution by credit institusdhemselves;

- adoption of measures involving the participatioritef Deposit Guarantee Funds in credit
institutions; and

- restructuring with the intervention of the Fund fibre Orderly Restructuring of the
Banking Sector (FROB).

The Fund for the Acquisition of Financial Ass€iSAAF) was already discussed during the
last EDP dialogue visit. The FAAF is not an indidnal unit and it is classified in the central
government sub-sector.

The Fund for the Orderly Restructuring of the Bankirec®r (FROB)is not an institutional
unit and is classified in the central governmenb-sector. It was created to support
restructuring of the banking sector, especiallytfer saving banks. It also complements the
role of Deposit guarantee Funds (financed by coutions of banks).

Discussion and methodological analysis

Firstly, Eurostat enquired about the situation leé Fundfor the Acquisition of Financial
Assets (FAAF)According to explanations of the Spanish statitt@zdhorities, government
debt increased by 0.9 % of GDP in 2008 and by alitiadal 0.9 % of GDP in 2009. It was
also confirmed that no securities have been sdld ye

Secondly, the Spanish statistical authorities empth that theFund for the Orderly
Restructuring of the Banking Sector (FRQ&js created in response to the need to restructure
the banking sector, in particular saving banks.cBigally, these support measures take the
form of purchasing preference shares, qualifyingias 1 capital, which must be bought back
within five years (extendable to a total of sevearg) and must be remunerated in accordance
with the criteria established by the European Caossiman (at a minimum of 7.75%). The
institutions involved must draw up a merger plahjolr must be approved by tiBanco de
Espafa detailing the specific undertakings and measeredsaged to meet the efficiency-
enhancing objectives and keeping with the principlethe most efficient use of public
resources.

The FROB participates in these merger processes vdtpiested to do so by the institutions
concerned. Not all mergers agreed, have needestjoested aid from the FROB.
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It was confirmed during the meeting that all opersd by the FROB have been integrated
into the general government accounts. Specificiky,debt issued by the FROB for 6 billion
euro has been recorded as government debt; thaledin of the State (6.75 billion euro)
has been recorded as an inter- general governmna@sfer and the contribution of the Deposit
Guarantee Funds (2.25 billion euro) as a finangp@ration under shares and other equity
(F.5) in general government liabilities.

As regards th&estructuring of the Spanish saving bartk&e Spanish statistical authorities
said that the restructuring of the saving banksosds almost complete. The savings bank
sector is being restructured through 12 integrafimcesses involving 38 of the 45 Spanish
savings banks. Of the 12 processes, 7 requestefioadthe FROB totalling 10.19 billion
euro and 5 were undertaken without public aid.

Then, two specific cases of saving banks were dsaliin more detail, i.€aja Castilla La
ManchaandCajasu. The case o€aja Castilla La Manchavas already discussed during the
last EDP dialogue visit. The Spanish statisticaharties confirmed that the loan by the
Banco de Espaiito this bank has been repaid. This bank is nowggaating in one of the
merger processes. It was also confirmed that thed&an Commission authorised under EU
state aid rules, the aid for the restructuring afaCCastilla La Mancha.

As for the Cajasur, the Banco de Espafiapproved the action plan requested jointly by
Cajasur and Unicaja, which envisaged the mergethese two savings banks and the
application for aid from the Deposit Guarantee FundViay 2010 the Board of Directors of
Cajasur communicated to the Banco de Espafa itsapproval of the merger project.
Accordingly, the Banco de Espafa Executive Comimmssesolved that the institution’s
situation required its orderly restructuring withetintervention of the FROB, which was
appointed as provisional administrator. The FRO&htgd temporary aid of 800 million euro
in non-voting equity units, although it also prosid 1.5 billion euro in liquidity support,
which has not been necessary to use so far.

Finally, Eurostat enquired about ICO (Instituto @e=dito Oficial) operations undertaken on
behalf of government in the context of the finah@asis and its recording. The Spanish
statistical authorities stated that ICO operatiangjertaken on behalf of government in the
context of financial crisis, are not included ire taccounts of ICO and are included in the
accounts of government. In the case of loans ghaimg ICO to non-financial corporations at
favourable conditions in the context of the finaharisis, the difference between the market
interest rate and favourable interest rate is booke an expenditure of government (via
capital transfer).

The Spanish statistical authorities also confirnieat there were no other special support
schemes of government to support any other sector.

Findings and conclusions
Eurostat took note of the specific government t@matens undertaken by the Spanish

government in the context of the global economisicrand their recording in national
accounts.
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4.3.2. Relations between government and power utificompanies (Iberdrola, Endesa,
Gas Natural and others)

Introduction

In the past decade, a significant mismatch hasrati®tween electricity production costs and
the revenue received by electric utilities fromcéleity consumers through the electricity

tariff. Up to 2007, this deficit was covered by achanism whereby, at each year-end,
electric utilities had financial claims on futurensumers, which were legally recognised.
Electric utilities assigned these claims to credsgtitutions and obtained revenues. Credit
institutions recorded this operation as a recesvéitdm the assignor of the claims, secured by
those claims.

In 2009 and 2010, a new procedure was introducedder to:

- Cap the increase in the tariff deficit and defineoarse for the progressive sufficiency of
electricity tariffs. The legislation stipulates tifeom 2013 onwards, the tariffs shall be
sufficient to meet the total costs of regulatedvéats, and hence from that date a tariff
deficit cannot occur.

- Endow the electricity system with a mechanism fioaricing the accumulated tariff
deficit so that utilities can obtain necessary itify. This mechanism involves the
assignment of the related tariff deficit finanatédims to a financial vehicle corporation —
the Electricity Deficit Amortisation Fund (Fondo éenortizacion del Déficit Eléctrico) -
FADE.

Discussion and methodological analysis

The statistical treatment of operations involvirige tsecuritisation of the electricity tariff
deficit and their impact on the figures of the Essige Deficit Procedure (EDP) was
discussed.

The Spanish statistical authorities explained ttenncharacteristics of the electricity tariff
deficit and FADE financing system, relevant for ttatistical analysis of the operations.

The Fondo de Amortizacion del Déficit Eléctri¢bADE) is not an institutional unit as it is
not a separate legal entity and it does not hat@amy of decision. Given the powers of the
Inter-Ministerial Commission (Ministry of Industry,ourism and Trade), which decides the
terms and conditions of most of the operations ¢ochrried out by the FADE, it was
considered that the State effectively controlsRA®E. Consequently it was concluded that
the FADE is to be classified in the central goveentsub-sector (S.1311).

Then the recording of transactions was discusskd.i§suance of bonds is to be recorded as
an increase in government debt. Subsequently, tinehase of financial claims from the
electric utilities using the funds obtained frone ikssuance of bonds also has to be recorded.
This purchase would be recorded as an acquisifidmancial assets undefOther accounts
receivable (F.7)"The financial asset recorded will be amortisectlastricity consumers will
pay the related surcharge through their electritatyff. In addition, if the FADE receives
financing through the line of credit with the IC@®, cover possible cash flow mismatches,
these liabilities of the FADE would also be pargoivernment debt.
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Findings and conclusions

Eurostat took note of the explanations of the Sgrastatistical authorities, in particular of the
classification of FADE and the recording of FADEeogtions in national accounts.

4.3.3 Guarantees

Introduction

The Spanish statistical authorities provided a disbutstanding guarantees for the central
government by guarantees called and repaid. Alsdishof CESCE operations, i.e. amounts
paid by the State to CESCE, was provided.

CESCE has been already discussed with Eurostaeipast EDP dialogue visits and it was
agreed that those amounts are always classifiesth@s capital transfer, with an impact on
government deficit (undédther adjustments the EDP table 2A).

Discussion and methodological analysis

The Spanish statistical authorities confirmed #daamounts paid by the State to CESCE are
treated as capital transfers.

It was also confirmed that the "three calls rule"being applied, i.e. repeated calls on a
guarantee over three successive years lead irhifteyiear to the entirety of the remaining
guarantee being treated as if called.

Eurostat enquired about the increasing amount afaguees in the state government sub-
sector for the last years. The Spanish statiséigtiorities explained that these guarantees are
mainly given to the public corporations, which alassified in the government sector.

During the meeting it was also confirmed that teecpntage of guarantees called is very low.

Findings and conclusions

Eurostat took note of the explanations on guarantee

4.3.4. Military equipment expenditure
Introduction

The recording of military equipment follows the Bstat rules. Amounts are being recorded
on a delivery basis from direct sources (Ministhpefence).

Discussion and methodological analysis

The Spanish statistical authorities explained thate were no changes since the last EDP
dialogue visit.

® Compafiia Espafiola de Crédito a la Exportacién
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The high stocks in other related assets of govenh@e considered as loans. Government is
providing cash in anticipation to constructors dfitary equipment for the equipment that is
being built over many years. On the asset side|dhg-term instruments are recorded as
loansand the short-term instruments are recordedther accounts receivable

On the liability side, all instruments are recordad Other accounts payablesThe
government recognises the liability, but pays fer ¢quipment later.

All research and development (R&D) is related @ filture manufacturing of military goods
and will therefore be recorded at the time of deiyv

Findings and conclusions

Eurostat took note of these explanations.

4.3.5. Debt assumptions, debt cancellations and dehrite-offs

Introduction

Debt cancellations towards third countries (Pahidb)are made by th€ondo de Ayuda
Oficial al Desarrollo(FAD). TheFAD is an entity that is in charge of providing intaional
development aid by credits or grants. It is notiratitutional unit and it is included in the
government accounts. Debt cancellation is recoesdedther capital transfers whenever there
is a cancellation.

Discussion and methodological analysis

The Spanish statistical authorities confirmed thatrecording of the debt assumptions, debt
cancellations and debt write-offs has not changed.

Findings and conclusions

Eurostat took note that there were no changesanrg¢bording of debt assumptions, debt
cancellations and debt write-offs.

4.3.6 Capital injections in public corporations, dvidends, privatization
Introduction

Capital injections are analysed according to thesrestablished in the MGDfinancial or
non-financial). Only injections to profitable commpas or to certain international financial
institutions are considered to be equity injections

Discussion and methodological analysis

The Spanish statistical authorities informed Ewbsabout the coordination between IGAE
andBanco de Espafian capital injections, i.e. cross-checking of dirdata source (IGAE)
with Banco de Esparfidata on capital injections in order to avoid deubbunting. Eurostat
welcomed this improvement.

® ESA 95 manual on government deficit and debt
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It was stressed by the Spanish statistical autbsrihat the amounts of equity injections are
very small, the majority of capital injections bgidassified as capital transfers.

The list of all capital injections classified agital transfer by sub-sectors was provided by
the Spanish statistical authorities. The breakdoWwequity injections was provided only for
the central governmnet sector. Eurostat asked ¢eive also the detailed list of equity
injections made by the state government sub-sector.

IGAE further explained that the list of equity ioj@ns for the state government sub-sector is
available on a quarterly basis and for the localegoment sub-sector on an annual basis. The
data source is the IGAE questionnaire.

The Spanish statistical authorities also confirrtiead capital injections by SEPI on behalf of
the State are still recorded as agreed during tbeiqus EDP dialogue visits. All flows
relating to consolidation or restructuring of laesking companies and the flows relating to
the social liabilities of failed companies are oeted via government (under Other
adjustments in the EDP table 2A). The list of cpibjections by SEPI was provided to
Eurostat.

Findings and conclusions

Eurostat took note of the explanations on capitgctions and welcomed the co-ordination
on cross-checking data between IGAE &adhco de Espaia

The Spanish statistical authorities agreed to pto Eurostat the list of equity injections
made by regional governments (S.1312) by the ARl1 EDP notificatiorfAction point 9).

4.3.7 Public Private Partnerships (PPP)
Introduction

The Working group regularly sends letters to erejwn PPP operations at sub-national
levels, with an obligation for government unitsréport twice per year, with descriptions of
contractual arrangements, administrative and teahdetails.

The updated list of all PPP projects was providgedhe Spanish statistical authorities prior
the EDP dialogue visit.

Discussion and methodological analysis

The Spanish statistical authorities explained that procedure has not changed and that
individual PPP contracts are analysed in the mgetiof three institutions involved in
government finance issues (Working Group). The kivgr group sends letters to the regional
governments and enquires about their intentiorseoRPPs.

Eurostat observed that there are currently sevawatracts under study by the Spanish
statistical authorities. As explained by the Sparsgatistical authorities, these projects have
not started yet and the final decision on theissifecation has not been reached yet. As long
as the project is still under study, it is not urd#d on the balance sheet of government.
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Eurostat took note that all PPPs in central andllgovernment sub-sectors are classified on
the balance sheet of government. The majority bfP&Ps were observed in the state
government sub-sector. More than half of all PR#egts are classified on the balance sheet
of government.

Eurostat noted that there are currently under studyPPP projects in Galicia that have not
started yet and are classified off the balancetshiegovernment (VAC Carbaio — Berdoias
and Nuevo Hospital de Vigo). Eurostat asked toivecthe reports of the Working Group on
the classification of these two projects.

The PPP contract by the Autonomous Community ofgémawas discussed, which was
currently under consultation at Eurostat. It wasead that that the Spanish statistical
authorities would further consult Eurostat on soaspects of the PPP contract by the
Autonomous Community of Aragon, which were no yedlgsed by Eurostat.

Findings and conclusions

Eurostat took note of these explanations and wedcbthe work done by the Working group
on the classification of the PPP projects.

The Spanish statistical authorities will inform Bstat about the classification of two PPP
projects (VAC Carbaio — Berdoias and Nuevo HosmitalVigo). In addition, the reports of
the Working Group on the classification of the #s®@ll be provided by the April 2011 EDP
notification (Action point 10).

The Spanish statistical authorities will furthemsalt Eurostat on some aspects of the PPP
contract by the Autonomous Community of Aragon, ckhivere no yet provided to and
analysed by Eurostéf\ction point 11).

4.3.8. Others: EU flows, sale and leaseback operatis, securitisation, Swaps, Carbon
trading rights

Introduction

Eurostat enquired on EU flows, sale and leasebgekations, securitisation, swaps and
carbon trading rights.

Discussion and methodological analysis

The Spanish statistical authorities confirmed thatre were no changes since the last EDP
dialogue visit.

EU flows are recorded according to Eurostat rutethe public accounts for the central and
state government sub-sectors. For local governnanbunts are being recorded on a cash
basis as it is not practical to ask to all the lomammunities an exact reporting of these
amounts. However the Spanish statistical autherd@nfirmed that the amounts involved are
very low.

The Spanish statistical authorities confirmed tiv@re had been no sale and leaseback and
securitisation operations in recent years.
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As regards swaps, it was noted that there is onhegligible number of swaps used by
general government bodies. It was confirmed thafioreal governments also have the
possibility to use them and that information isiklde at theBanco de Espafa

Findings and conclusions

Eurostat took note of these explanations, in paldrcthat EU flows in the local government
sub-sector are recorded on a cash basis.

5. Other issues

It was noted that EDP and ESA tables are consistent
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