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Executive Summary

The EDP dialogue visit to Ireland took place on ddby 2006 with the aim to assess existing
statistical capacity, to review the division of pessibilities concerning the compilation
of EDP statistics and government accounts, to dsscthe quality and exhaustiveness
of primary data sources, to review the progressiesed in implementing ESA 95
methodology (sectorization of units, accrual pghes), to assure that provisions from the
ESA95 Manual on Debt and Deficit and recent Eutodégisions are duly implemented and
that specific government transactions are propextprded in the EDP tables, and, finally,
to examine the compliance with the ESA95 transmissiprogramme and the consistency
of these data with EDP statistics (as requested th®/Regulation (EC) 3605/1993,
as amended).

First, Eurostat discussed with the Irish authasitiee institutional arrangements and source
data used for the compilation of government finastaistics. As regards data sources,
Eurostat welcomed the introduction of a comprehensaccrual-based system for local
government. Concerning the delineation of the govent sector, Eurostat considered several
cases in order todiscuss whether these units areéet classified inside or outside
of government.

As far as the analysis of the April 2006 EDP noéfion is concerned, Eurostat examined
in detail the tables of the EDP reporting and satggk a few changes. Most of these were
of a presentational nature with no impact on theegament balance.

The tables in thedquestionnaire related to EDP tables’ were analysed. It was agreed that Irish
authorities would review some figures from this sjl@naire to support full consistency with
the EDP tables.

The follow-up of Council Regulation 2516/2000 anecarding of other transactions
on an accrual basis were discussed. Eurostat aetthihat the accrual principle was currently
not fully implemented in particular for taxes (egteVAT and excises) and social
contributions, as well as for EU flows. The Irighttzorities were encouraged to make a swift
effort in this respect.

The implementation of the recent Eurostat's methagioal decisions and compliance with
the rules given by the ESA95 Manual on governmeficid and debt were discussed, as e.g.
the treatment of capital injections, debt assummgtiodebt cancellations, state guarantees,
military equipment expenditure, PPP projects, Btdand is not concerned by the decision
of Eurostat on funded pension schemes.

Concerning the ESA95 transmission programme, highorities agreed with the need to step
up work to ensure consistency between the EDP tiagand the quarterly financial accounts
for general government (ESA95 table 27). Eurosksd aoted that Ireland did not comply

with its reporting obligation in respect to annfiaincial accounts.

! In the October 2006 notification, Ireland alreadgde considerable efforts to apply the accruakipie for all
taxes and the EU flows.

Z Ireland submitted a subset of consolidated ESkesab and 7 for years 1998-2005 in November 2006.
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The meeting was constructive and Eurostat welcothedtransparent, well structured and
comprehensive approach of Ireland to the EDP mtlaterk. Eurostat also appreciated
the volume of additional documentation providedhsy Irish authorities.



Provisional findings
1. Introduction

In accordance with article 8d of Council Regulati®@C) No 2103/2005 of 12 December
2005, amending Council Regulation (EC) No 3605/83egards the quality of statistical data
in the context of the excessive deficit procediierostat carried out an EDP dialogue visit
in Ireland on 4-5 July 2006.

The delegation of Eurostat was headed by Mr. Ndrliirector of National and European
Accounts. The European Central Bank (ECB) alsoi@pated in the meeting as observer.
The Irish authorities were represented by the MatioStatistical Office, the Ministry
of Finance and the Central Bank of Ireland. Eutosaaried out this EDP dialogue visit with
the aim to assess existing statistical capacityretdew the division of responsibilities
concerning the compilation of EDP statistics andegnment accounts, to discuss the quality
and exhaustiveness of primary data sources, tewethe progress achieved in implementing
ESA 95 methodology (sectorization of units, accrpahciples), to assure that provisions
from the ESA95 Manual on Debt and Deficit and récEBumrostat decisions are duly
implemented and that specific government transastiare properly recorded in the EDP
tables, and, finally, to examine the compliancéhwiite ESA95 transmissions programme and
the consistency of these data with EDP statistes fequested by the Regulation (EC)
3605/1993, as amended).

2. Statistical capacity issue
Introduction

Eurostat inquired about the institutional arrangetmeand division of the responsibilities
in the framework of the reporting of data underE¥P and government finance statistics.

Discussion

The IE authorities gave a detailed account andaggtions of the institutional arrangements
in place for the EDP reporting. EDP statistics darrent yean are compiled by Department

of Finance (DoF), as well as data for the yedr for central government (CG) and social
security funds (SSF), while the CSO compiles datddcal government (LG) for the year-

1. Other yearsrt2, n-3 etc.) are prepared in particular by the CSO wiimea contribution

of the DoF. It was noted that the cooperation betwthe IE authorities took place without
formal agreements and as part of normal interastibatween government departments.
In this context, Eurostat found that the currergcfice of seconding a CSO staff to the DoF
was a particularly useful arrangement to ensuramcdd communication and understanding
of issues in between the two institutions.

Findings and conclusions

Eurostat took note of these explanations and fabatlthe arrangements are solid and well
established. The IE authorities would consider therits of the formalisation of these
institutional arrangements. Additionally, Eurostaiquested the IE authorities to strictly
respect the transmission deadline for the EDP saibdivery.



3. Data source issues
Introduction

Eurostat enquired about the exhaustiveness, tiesdiand consistency of data sources used
in compilation of the government finance statistics

Discussion

The IE authorities gave an account of sources aladability and their use for EDP statistics
reporting. The main data sources providers ar®#partment of Finance (DoF), the National
Treasury Management Agency (NTMA), the DepartmdriErvironment, the Heritage and
Local Government, the Department of Health and dzéii, the Department of Social and
Family Affairs (DSFA) etc.

As regards central government, some balance ghifeetation (stocks of accounts receivable
and payable) is available. However, this infornmatie so far used rather in a limited way
in the government statistics compilation. Somehiertstatistical work is needed to exploit
the existing information on the changes in stockacgeounts receivable and payable and
associate them with the appropriate ESA95 trarmagtia practice commonly used by other
compilers in Europe.

For local government, the IE authorities gave aooant of the introduction of the new
Financial Management System (FMS). Since this thtotion, which started in 2003, the
Local Authorities are keeping their books usinguaibess accounting approach, reporting
accrual-compliant financial statements (profit ansk statement, balance sheet and multiple
notes) within 3 to 6 months, and using a commontabigaccounts. Separately, the reform
of the health care system of the' Danuary 2005 created a break in time series:
the disappearance of a number of units previoushgsdied in the LG sub-sector, and
simultaneously the creation of a single institudilbanit, the Health Service Executive (HSE),
classified in the CG sub-sector. It was noted thatpwing this reorganization, the source
data for the new HSE was not detailed enough yethBbcompilation of the national
accounts, but this was expected to improve soon.

The social security fund sub-sector consists oflthe Social Insurance Fund (SIF), which
is a social security scheme, administratively ofgeldy the DSFA. The balance sheet and
opening statement was examined.

Findings and conclusions

Eurostat took note of these explanations and fdhat the situation is generally sound and
improvements in the way are encouraging.

As regards data sources for central governmentag agreed that the IE authorities would
endeavour maximizing the use of information avadategarding notably the government
spending to ensure accrual adjustments. Eurostabuesged exploiting the existing
information on stocks of payables and receivabégmmted by budgetary units, so to bring
a measurement of the government deficit closectoual.



As regards Local government, Eurostat welcomed thansiderable improvement
in the source data. It is expected that the EDRicetion in October 2006 will be fully based
on FMS for the year 2005.

4. Delimitation of the General government sector

Eurostat enquired about the division of responsigdl for the classification of entities
in the sector of general government. Furthermoraumber of methodological issues were
discussed related to the classification of sométut®nal units according to ESA 95.

4.1 Social Insurance Fund
Introduction

The SIF is the only unit sectorised in the SSF sedior, and it is administrated
by the Department of Social and Family Affairs. Thevenues are constituted by social
security contributions and the expenditures corepribe social benefits and some
administrative charges.

Discussion

The Irish authorities confirmed that all transactiorelated to SIF are currently recorded
on a cash basis. It was noted that some additimalahce sheet information is not currently
used in the compilation of the SIF account.

A discussion took place on the question whether I8 enough autonomy of decision

to make it an institutional unit. If this was ndiet case, the SIF would be a social security
scheme included in central government sub-se&av,mg the social security fund sub-sector
empty.

Findings and conclusions

It was agreed that the sector classification ofSbeial Insurance Fund merited further
analysis, notably with respect of establishing imstitutional unit character. Eurostat
suggested that the SIF accounts needed to be mWjehve SIF data needed to be recorded
on an accrual basis and the existing balance shieemation had to be incorporated in non-
financial and financial accounts.

4.2 Irish transport companies (Céras lompair Eiream)
Introduction

This issue was raised in 2004 by the Irish autlestitCoras lompair Eireann (CIE) is the fully
state owned holding company, which has three opgraubsidiaries: Irish Rail, Dublin Bus
and Bus Eireann. Based on the overall activitieghef CIE group, the holding company
is a market unit, nonetheless the sales of ongso$ubsidiaries - the Irish Rail, have been
consistently around 50% of its production costse fhestion is whether Irish Rail should be
sectorized in government.



Discussion

It was discussed whether a non-market subsidibaynearket public institutional unit could
or should be classified within general governmeat whether when one of the subsidiaries
(Irish Rail in this case) falls below the thresh@dohd stays there), while the others (and the
group taken as a whole) stay above the threshb& below-threshold company should be
reclassified in the government sectdr.In an exchange of letter, Eurostat had advised
that the holding, being de facto a shell, couldseetorized outside government, on the basis
that the group was predominantly market. In theeabs of significant independent sales and
considering limited costs, Eurostat authorized ¢hessification outside government using
an analogy already existing for the non-financfaahcial sector. Under this condition,
Eurostat observed that the question of the seetiiwiz of Irish Rail was also linked with
the notion of allowing, in the system, the positiequity liability for general government.

Findings and conclusions

Notwithstanding a previous exchange of letterstos issue, Eurostat took note that in this
specific case the size of the subsidiary was nogmal. Eurostat stated that it would inform
the CSO of its opinion on this issue before thetn@xtober 2006 EDP notification.
The IE authorities would in the meantime providetHar factual information of the case
in question: size of the respective subsidiaried,iaformation on planned investments.

4.3 Radio Telefis Eireann
Introduction

Radio Telefis Eireann (RTE) currently receivesceiiice fee income, which is a substantial
portion of its total revenue. RTE is permitted &se additional revenues through commercial
advertising but the amounts are now capped as direat aid to private broadcasters who
do not have access to the licence revenues. Tleackc fee income is currently treated
in national accounts as a payment by householda foarket service and on that basis, RTE
is classified as a market unit. The issue is whethis is correct. The ONS of the United

Kingdom had reclassified the TV “licence fee” irtNational Accounts as a tax.

Discussion

The licence fee is a payment that entitles thedraid receive radio/television signals. It was
noted that the ONS decision was based on the lattthe television licence was payable
on ownership of a television without particularklito the access to the public television that
the licence proceeds finances, and without a redderway to avoid it. It was recalled that
ESA79 (paragraph 460c) recorded television licenlogsconvention as sale of service,
whereas ESA95 methodology merely lists TV licerseplausible or typical example of sales
of services. This might not be appropriate anymae,time of competition between
broadcasting providers, and considering that tkiséavice borderline criteria outlined
in ESA95 paragraph 4.80 and its footnote 5 shoattecally apply.

% An issue that was briefly examined at the May 2@®#eting of the EurostdEinancial Accounts Working
Group, under item D.2.d - Equity liability of government.



Findings and conclusions

As regards the question of classification of the/rédio licences, either as provision
of services or as a tax, and the resulting sedassification of television companies, it was
agreed that the issue merited areview of curretdrpretation of ESA95 conventions.
Eurostat will reflect on an appropriate way to aiga this review.

4.4 Horse Racing Ireland
Introduction

Horse Racing Ireland performs a range of functiofts, example administrating and
promoting the Irish horseracing industry, managaecourse, operating totalisator on course
betting, guarantying prize money, granting perriton course bookmakers etc. The issue
is the appropriateness of using gross or net Igeitticome for the calculation of 50 % rule and
recording of revenue and expenditure.

Discussion

It was noted and agreed that it would be in acamdavith ESA95 rules to use net betting
for the measure of sales of services (ESA 4.135h wnplication for the income test
for the purposes of the 50% rule.

Findings and conclusions

Eurostat found appropriate that the IE authoritiesild use net betting and would reclassify
this unit in case the 50% test is not met.

4.5 Housing Finance Agency
Introduction

The sectorization of the Housing Finance AgencyAHfer land acquisition was a follow-up

from the previous November 2002 EDP mission tahdl The HFA had been solely lending
to Local Authorities for on-lending purposes to seuowners and in a limited way
to voluntary housing associations. HFA has beesstiad so far in S.12 and its activity was
almost exclusively the provision of funds for Lodalthorities. The issue is whether the HFA
should be classified in government or not.

Discussion

It was noted that an important consideration wastiwdr the HFA was acting as a genuine
financial intermediary, or was simply another wayotganize levying financing for local
government: some of the criteria discussed werdhenéocal government could borrow from
other sources (notably long-term finance), whetiher HFA can lend to other parties and
borrow from various sources, and whether the HFA anuine technical capacities for
conducting its borrowings or instead relies exteglgion the National Treasury Management
Agency (NTMA) know-how and capacity.



Findings and conclusions

It was agreed that the criteria for determining sketor classification needed to be clarified,
and in particular the understanding of the ESA9f&agaph 2.37. Eurostat will provide the
necessary clarifications before the next Octob@62BDP notification. The IE authorities will
provide further factual information on this issueptably to what extent HFA relies
on the NTMA capacities and financing.

4.6 Public universities
Introduction

Ireland reviewed the classification of Universities national accounts purposes in 2003.
The conclusion reached at the time was that dileetalegree of autonomy from government
enjoyed by these institutions, they are privatelg aot publicly controlled and hence it was
appropriate to continue classifying them as ‘Noafiprinstitutions serving households’ i.e.

that they remain classified outside the GeneraleBawent sector.

Discussion

The IE authorities explained their analysis, itettthose are not controlled by government,
leading to the classification as non-profit indidas serving households in S.15. It was noted
that although government was the main financingviper, it only had a minority
participation to university boards and was not uefitial in establishing the curriculum.
Eurostat noted that the funding originated maimbnf government and wondered whether
universities were genuinely free to open classespeatitively or whether government had not
de facto control on the orientations taken by ursi¥ies when determining the funding
allowances. On the other hand, the capacity to eclastivities without government
authorization might be a consideration to suppdrg@othesis of autonomy of decision.

Findings and conclusions

Eurostat found that the analysis psima facie in accordance with ESA95 rule, inso
far as the classification inside government reguiteat the unit be financed and controlled
by government. A question remained whether the ntgjogovernment financing
of Universities providedle facto control to government, and Eurostat reserved itssamn

to be provided by the October 2006 EDP notification

4.7 North-South Bodies
Introduction

The North-South Bodies were set up by Ireland akddllowing the Good Friday agreement
in relation to the Northern Ireland question.

Discussion

The IE authorities explained their current practseclassifying these bodies as international
organisations, within the Rest of the World (S.2g @he payment to the bodies as current
or capital transfers to S.2.



Findings and conclusions

It was agreed that this question required furthmelysis notably in the light of SNA 14.27,
as well as clarification of the accounting treatingsed by the UK statistical authorities.

4.8 Market regulatory agency
Introduction

The ESA95 Manual on government deficit and debftcifips the rules for classification

of the “market regulatory agencies”. "By conventithrese units should be classified in the
sector general government if their costs incurreanarket regulation compared to the total
costs are less than 80%, and in the sector nomdialacorporation if their costs incurred
in market regulation compared to the total costsnaore than 80%."

Discussion

It was explained by the IE authorities that theshrintervention Agency, was classified,
as a unit acting on behalf of the EU, in the S.&dta (outside both the general government
and the public sector). The agency's tasks includedrket interventions as well
as the distribution of subsidies under EAGGF. TBe¥8 convention of the ESA95 Manual
on government deficit and debt, which has beenipusly applied, has not been verified
recently.

Findings and conclusions

Eurostat suggested re-applying the "80% test"Hergurpose of the sectorisation of the Irish
Intervention Agency.

4.9 House Rental Account
Introduction

The House Rental Account of Local Authorities isated as a quasi corporation (outside
general government sector). Local Authorities reuat their accommodation at subsidised
prices to low-income families. In National Accountbese rents are valued at their full
economic value and the difference between the enancents and the rents actually paid
by tenants is considered to be a social benefiind provided by the Local Authorities
to households. The IE authorities indicated anr@steto review the treatment of the House
Rental Account of Local authorities.

Discussion

The classification of those entities inside goveeninseem supported by the fact that they
might not meet the quasi-corporation criteria: @aenomy of decision and lack of complete
set of accountsA reclassification inside government would probahbve limited impact
on the general government deficit, but a more eatite one on the revenue and expenditure
levels and composition.
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Findings and conclusions

Eurostat expressed support for a classificationhoge entities inside government, as those
seem not to meet the quasi-corporation criteria.

4.10 Other Local government units
Introduction

The IE authorities indicated that the new FMS bds®ahcial statement for local government
had revealed a large number of participation ocallgovernments in various ventures, which
had not been examined yet.

Discussion

The IE authorities were in the process of examinihig new issue, with an aim to try
applying the 50% criteria. Whilst the CSO has ascdes accounting information reported
in tax returns, a noticeable part is not yet corapeed, impeding faster progress.

Findings and conclusions
Eurostat took a note of this issue and supportedEtrauthorities to continue in this work.
5. Implementation of accrual principle

5.1 Taxes and social contributions

Introduction

It was recalled that Regulation 2516/2000 requideses and social contributions to be
recorded on an accrual basis using one of the fgmbenethods — using assessments and
declarations or using cash data.

Discussion

The IE authorities gave an account of accountirsgtmes relating to the recording of taxes
and social contributions and their current plarrsnioving further in the direction of accrual
recording. It was noted that Ireland only partly mmied with the requirement
of the Regulation (EC) No 2516/2000 i.e. only VAfdaexcises taxes were recorded on an
accrual basis (time adjustment method used).

Findings and conclusions

It was agreed that further effort would be madeady for the next October 2006 EDP
notification in order to extend the time adjustnsetd more of the revenue items (social
contributions notably). Eurostat underlined the ami@nce of making progress in compliance
with the Regulation, not only in Ireland, but ale@eneral across Member States.

“In the October 2006 notification the IE authostieade a considerable effort to report accrualalfdaxes and
social contributions and for the EU flows.
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5.2 Interest
Introduction

The National Treasury Management Agency (NTMA) picebs details of the national debt
interest on an accrual basis. Interest on the matidebt is calculated on an accrual basis
by adjusting the value of cash payments of intebgsthe change in the value of the stock
of accrued but unpaid interest recorded at the atad end of each year. Local government
interest has been recorded on a cash basis, hotevirtroduction of the new accruals based
Financial Management System for LG should mean frah 2004 onwards, interest receipts
and payments would be correctly recorded on aruatibasis. One issue was the very large
entries in the linesl$suances above (-)/below (+) par" and 'Redemptions of debt above
(+)/below (-) par".

Discussion

The IE authorities explained that the large entirethe lines I'ssuances above (-)/below (+)
par" and 'Redemptions of debt above (+)/below (-) par" in the EDP table 3B are related, aside
from the entries connected to a large bond exchan@®05, to the NTMA repos activities
(repurchase agreement) designed to improve théditguof the bond market. The NTMA
indicated that bonds provided against cash in ¢bigext, entered the Maastricht debt, and
that whereas the amount outstanding could excekillidn euro, it was largely liquidated
by the end of year. Eurostat recalled that reposeve®nsidered, for statistical purposes,
as loans and not as transactions in the underl@ugrities. However a complication might
arise due to the fact that repos are conductedoenialy issued bonds rather than existing
bonds, which might need further reflection.

In addition, the EDP Table 3B item “difference beem interest accrued and paid” needed
to be corrected for 2002 for a noticeable amount.

Findings and conclusions

Eurostat took note of the National debt coverage a@inthe efforts to consolidate interest
in General government sector. In addition it wagead that the entry in the EDP Table 3B for
2002 needed to be corrected, and that the IE atifsowould examine the additional
implications. Eurostat indicated a need to reffadther on the appropriate recording of these
transactions.

5.3 EU flows
Introduction

The decision of Eurostat published on 15 Febru&§52says that transfers from the EU
to a Member State should not have any impact odefieit. EU flows are in Ireland currently
recorded on a cash basis. However, about 70% dEthé&ransfers received by Ireland relate
to the EAFFG Guarantee schemes and are for thdibehthird parties; in the Irish National
Accounts, these are routed directly from the EUhwofinal recipients and therefore do not
affect the General Government net lending/borrowing
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Discussion

The IE authorities reported on their efforts maal@iplement Eurostat decision No 22/2005.
In relation to the Cohesion fund and tH& Gommunity Support Framework, Eurostat was
informed that noticeable delays might occur betwdle@ moment of expenditure and
the moment the claim is submitted, in particularcdase of lack of proper incentives
for various agencies (notably at alocal level) pvide the appropriate documentation.
In addition, the advance at the origin of tH& GSF has been booked as revenue. The CSO
indicated a lack of reliable source data to idgritie moment of actual expenditure.

Findings and conclusions

Eurostat concluded that there are outstanding ssswme source data availability to ensure
accrual reporting.

5.4 Military equipment
Introduction

On 9 March 2006 Eurostat released a decision arrde military expenditures. According
to this decision expenditure on purchases of mylitaquipment should be recorded
on a delivery basis.

Discussion

The IE authorities confirmed that they were ableinmplement the Eurostat decision
No 31/2006 on the recording of military equipmentpenditure ina proper way using
information from theAppropriation Accounts, although implying some estimates for
distinguishing the military equipment from otheperditure.

Findings and conclusions

It was agreed that more extensive use of informato the payables/receivables would
reduce the reliance on estimates for the compilatdthe government deficit. The IE
statistical authorities confirmed the absence a$és of military equipment.

6. Analyses of the EDP tables and EDP related quéestnaire

Eurostat reviewed the EDP tables as they were tegham April 2006 together with theDP
related questionnaire. On this occasion specific government transactimese discussed
as well, based also on some additional clarificeticeceived from the IE authorities.

A number of minor inconsistencies between EDP talaled theEDP questionnaire were
discussed and agreed, leading to some correctsmmse issues related to presentation of data
in EDP tables, notably with moving items under realeles/payables and under other
financial transactions, were discussed and agrieedddition, EDP inventories might be
usefully updated.
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6.1 EDP Table 2A

6.1.1 Capital injections in public corporations aomivatisation

Introduction

The treatment of capital injections in governmestaaints is covered by the Eurostat News
release No 98/2003 and subsequently clarifiedeméw chapter of the ESA95 MDD. Capital
injections, super-dividends and privatisationsragested to be reported in thBP related
questionnaire.

Discussion

Information on capital injections, super-dividenaisd privatisations provided in the EDP
tables and the EDP related questionnaire was redeand their consistency analysed and
discussed.

Findings and conclusions

There are no realized or planned large capitalcigas recorded as transaction in equity
(F.5). The IE authorities informed Eurostat on gla the privatisation of Air Lingus, which
should not lead to accounting difficulties. It wagreed that the EDP related questionnaire
would be corrected for some inconsistencies.

6.1.2 Dormant accounts

Introduction

The Dormant Accounts Fund receives deposits arad ififurance contracts that are not
claimed by original holders. They aim at financsagial expenditure. The Fund is classified
in central government as an extra-budgetary funiiJenproceeds collected on foreclosed
deposits are not booked as government revenuesbai @ancurrence of a liability (payable).

The outlays of the Dormant Accounts Fund are resmbas government expenditure.

Discussion

The IE authorities explained the accounting treatmehosen regarding transactions with
the Dormant Accounts Fund.

Findings and conclusions

It was noted that this treatment was in line withr@vious advice given by Eurostat.
6.1.3. UMTS

Introduction

Treatment of the allocation of mobile phone licen€gMTS) is covered by the Eurostat
News Release No 81/2000 and subsequently clarifieithe chapter of the ESA95 MDD.
Sales of 3 UMTS licences took place in Ireland @2, for a net present value of €208 mio
recorded as deficit reducing in 2002. Receiptshefdutstanding amount were due to begin
after a grace period.
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Discussion
The treatment of the UMTS licence in the EDP taklas reviewed.
Findings and conclusions

It was agreed that the IE authorities would vervifigether an entry should have been made
in the EDP table 2A for 2006 (end of the grace qubti and would provide to Eurostat
a schedule of future payments.

6.1.4 Debt cancellation, debt assumption, debeveoffs and state guarantees

Introduction

Treatment of debt assumption and debt cancellatiomste-offs and also treatment of state
guarantees is covered by the ESA95 MDD. There hetebeen any debt cancellations
in the framework of Paris Club. The only state gnéee called in recent years was related
to Nitrigin Eireann Teoranta (N.E.T.), a loss makitate-owned company.

Discussion

Recording of debt cancellation, debt assumptiondeid write-offs and state guarantees were
discussed based on information provided in the E&&ed questionnaire and in the EDP
tables.

Findings and conclusions

It was confirmed that there have been nearly nd debcellations, debt assumptions, debt
write-offs (apart from one case in 2001 and in 30@R&d that nearly no guarantee has been
called (apart from one case).

6.1.5 PPP projects

Introduction

The CSO provided a substantial amount of infornmato its PPP projects in the context
of the December 2004 Eurostat PPP questionnaokeidimg a list of all PPP projects.

Discussion

The IE authorities explained the situation conaggrthe implementation of the PPP as well
as the "prudential" nature of the entry of the € B in 2006 as expenditure to cover
potential unplanned PPP expenditure.

Findings and conclusions

In the context of potential future PPPs, it waseadr to analyse further the possibility
of separating in national accounts the governmequiaition of land from the rest of a PPP
transaction, even if included in the PPP contréle IE authorities will also review the level
of guarantee attached to some of the PPP cont(act®ols) and the possible incidence
on their classification.
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6.1.6 Carbon Fund

Introduction

The Carbon Fund was established in 2006. This fandksigned to allow Ireland meet its
Kyoto targets for greenhouse gas emissions and swddgether with the national
implementation of the EU Emissions Trading Schefie IE authorities explained that the
aim of this Carbon Fund is purchasing carbon rigdt$urther distribution to manufacturers.

Discussion

Transactions in carbon rights are currently tredbgdthe Irish authorities as purchases
of intangibles non-produced assets, impacting #iitl at time of purchase. The subsequent
granting for free of those allocations is recordasl a transfer expenditure matched
by a disposal of intangible, thus being neutraltif@r deficit.

Findings and conclusions

It was noted that the statistical treatment of ¢htrmnsactions was being currently under
consideration at Eurostat.

6.1.7. Other issues in the EDP table 2A

Introduction
Eurostat discussed remaining issues of the EDRe T2l
Discussion

The recently established carry over system wasugssrl as well as treatment of seigniorage
on coins. In addition, The IE authorities indicatkdt they were not aware of financial leasing
by central government units but would review andfico this to Eurostat, and that the FMS
reporting (newly operational — see above) expliédkentifies those for Local government.

Eurostat asked whether there have been any seatiotis operations or sale and lease back
operations carried out by government units in regears.

Findings and conclusions

Eurostat took note that a carry over system (estad in 2004) leads to a need
for an adjustment in the EDP table 2A, for propealgjusting the moment of recording
reported in theFinance Accounts. Eurostat took note that the proceeds -collected
by the Treasury related to the seigniorage on ¢doiowing a 2002 law, are appropriately
neutralized within EDP table 2A. The Irish authiestwill investigate the potential existence
of the financial leasing in the central government.

Finally, the Irish authorities confirmed that thevere no securitisations operations or sale and
lease back operations carried out by governmei$ imrecent years.
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6.2. EDP Table 3B
Introduction

Statistical discrepancies in the EDP table 3B ave gplit between "Difference between
financial and capital accounts (B.9f-B.9)" and “©thstatistical discrepancies”. The high
amounts under acquisition of shares and other yegefiresent investments of the National
Pension Reserve Fund.

Discussion

Several items from the EDP table 3B were discussegarticular the item of Statistical
discrepancies.

Findings and conclusions

The IE authorities recognized that the statistidislcrepancy was not specifically related
to the transactions/stocks articulation, and that item Difference between financial and
capital accounts (B.9f-B.9)" needs not to be zero. Eurostat recalled the oggeiork
on discrepancy carried out atthe European leved auggested splitting the statistical
discrepancy position to be reported.

6.3. EDP Table 3E
Introduction

No debt is reported for the SSF in the EDP tableaB& also no adjustment entries between
government deficit and change in debt apart framiturrency and deposits (F.2).

Discussion

The possible recording of other transactions of3He apart from currency and deposits, was
discussed. The IE authorities further documentedcttimposition of the SIF assets, which
suggests that no consolidation (for F.2.) is resglir

Findings and conclusions

The IE authorities recognized that the financiateshent of the Social Insurance Fund (SIF)
could be used to improve the reporting of the E2BI& 3E.

7. Data consistency and ESA 95 transmission tables
Introduction

Eurostat reviewed with the Irish authorities thatestof data delivery in the framework
of the Council regulation (EC) No 2223/96 of 25 duh996 on the European system
of national and regional accounts in the Community, amended (ESA95 transmission
programme) and its consistency with EDP statisfite consistency of EDP data was high
in particular with non-financial government accaurfboth annual and quarterly). On the
other hand consistency of EDP data with annualpearterly financial accounts was not
satisfactory, as large differences were identified.
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Discussion

Eurostat noted that Ireland did not comply withréporting obligation with respect to annual
financial accounts (ESA tables 6 and 7). It wasedothat annual financial accounts
for general government should be based on theeyhadata, and that they would generally
not be changed by the process of rebalancing oivti@e financial accounts. ESA Table 11
(COFOG) was also discussed.

Findings and conclusions

The IE authorities agreed with the need to stepwopk to ensure consistency between
the EDP reporting and the quarterly financial actsudor general government (ESA95 table
27). As regards financial accounts, The IE autlexiindicated that in the financial accounts
for 2001 - 2005 (both balance sheets and transetio be reported by end-September 2006,
the results for General Government shall be redode both the consolidated and non-
consolidated bases. Eurostat welcomed this notieéaiprovement.

As regards ESA table 11, Ireland indicated thatesuly missing function on Environmental
protection would be transmitted in the next officfansmission to Eurostat.

® A first subset of consolidated annual financia@mts was transmitted to Eurostat on 07 Novembe6 2

18



