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In the context of compliance monitoring and quahfgsurance, Eurostat reviewed the
HICP for Slovenia in spring 2006 in view of the ession of Slovenia to the euro-zone.
The statistical practices used to compile the Hf@PSlovenia were reviewed against
HICP methodology and other guidelines and goodtimexcin the field of consumer price
indices.

This report takes account of publicly availableomfation on the CPI and HICP for
Slovenia, and additional information collected byr&stat during and following a
mission to the Statistical Office of the RepublicStovenia on 3 April 2006.
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l. OVERALL ASSESSMENT

Eurostat considers that in general the methods fasgatoducing the Slovenian HICP are
of a good standard. The methodological basis fanpiting the Slovenian HICP
conforms to HICP requirements. The quality of tbesumer price statistics for Slovenia
has improved significantly in recent years. In elesllaboration with Eurostat and other
international experts, the statistical office swstelly completed the necessary actions in
order to set-up the Slovenian HICP before accessidhe European Union (European
Union).

There were no apparent instances of non-complianitethe HICP methodology. The
Slovenian data passes all standard HICP validdésts — it is internally consistent and
aggregates correctly. It should be considered lbycammparable to the HICPs of other
EU countries.

The accuracy and reliability of the HICP are adégudhe Slovenian HICP would
benefit from the continued close monitoring by $tatistical office of certain economic
developments, so as to ensure that the HICP aetwyraieasures consumer price
inflation, in particular changes in taxation andisg duties and changes to the provision
of medical products and services.

. RECENT PRICE DEVELOPMENTS

HICP compliance for Slovenia was assessed pogitibgl Eurostat in 2004 before
accession to the EU. The focus of Eurostat's rewkspring 2006 was on administered
prices and on those prices which were having thetnmportant impacts on the
Slovenian HICP, in particular energy prices and séhofor cars, clothing,

telecommunications and some food items.

Since late 2005 the average annual inflation rateStovenia has been below the euro
area convergence threshold. The chart below shbe/gecent development in the 12
months moving rate and the annual rate of changeSfovenia together with the
convergence threshold for inflation. The annualaindn rate for Slovenia was 1.5% in
October 2006.

On average the most significant impacts on the HIC#e year to October 2006 came
from fuels for transport, heating oil and restatsaand cafes. Energy price increases in
the last year have been partly offset by loweraiidh for some other products, such as
cars, clothing and hospital services.
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Note: The euro area inflation convergence threshold seth@n a 12-month moving average calculation.

(1. FINDINGSAND RECOMMENDATIONS

For the headings with the most significant impamtsthe HICP, and in particular for
energy-related headings, both the methodology atal seem to be of good quality. The
movements in both prices and weights in recentodsricorrectly reflect economic
determinants.

Prices for gas, liquid fuels and heat energy atkeased substantially in 2005-2006.
Electricity prices increased by much less overdhme period — the energy sources for
generating electrical power are domestic nucleadyetion, coal and hydro-electricity.
Slovenia is self-sufficient for electricity genecst. For gasoline, the Slovenian
government adjusted excise taxes to offset sonteeathanges in oil prices.

Important reductions have been achieved in thepnegotiated by the Health Insurance
Institute of Slovenia with suppliers of medical guats, aimed at eliminating health

service budgetary deficits. This has resulted w IBICP inflation rates since 2004.

Reforms have also been made to the delivery of caédiervices since 2005 to hold

down costs and lower costs per treatment delivered.

Given their potential importance for the HICP inuite years, Eurostat recommends that:

* The statistical office should continue to monitdosely changes in administered
prices, changes in taxation and excise duties diverchanges that may take place in
the coming years.

» The statistical office should continue to analysedical products and services in the
HICP to ensure that both the price indices and msigemain representative, given
the ongoing reforms in the health sector.



