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PREFACE

This European inventory of quarterly non-financial secé@counts (QSA(ummariseslata
sources and procedures underlying QSA compilatoMémber States. It also presents the
methodology of aggregated Euro area and EuropeanUuarterly sector accounts devel-
oped as a result of the co-operation between Eatrabie Statistics Directorate of ECB and
Member States in the framework of the joint techhforum (Task Force - QSA).

The Inventoryis aimed particularly at QSA compilers to facil@dtirther methodological dis-
cussions and improvement of quarterly sector adsocompilation systems. It is also of in-
terest for advanced QSA users.

Interest in national and European QSA has beentaathg growing since the first release of

European QSA in June 2007. QSA, as a further sidrrof quarterly national accounts, is

an important tool for the analysis of short-ternoremmy developments providing additional

information on the economic behaviour and intecaxgtiamong different groups of economic
agents (institutional sectors). Important economdicators may be derived from this set of
data such as the household saving rate, the wiwdite of corporations and the investment
rates of households and corporate sectors. MoretheQSA of the euro area are an impor-
tant input for monetary policy decisions.

Eurostat is grateful for all the inputs provided Mgmber States and for the valuable com-
ments received from the members of Task Force QAall contributed to the preparation
of the preseninventory

Maria-Helena FIGUEIRA
Eurostat
Director (acting) of Directorate C: "National andrBpean Accounts”



LIST OF ABBREVIATIONS AND ACRONYMS

ASA
BoP
ECB
ESA
MUFA
NCB
NSI
QFA
QONA
QSA
QGGA
RoW

STPES

Annual sector accounts

Balance of payments

European central bank

European System of Accounts
Monetary union financial accounts (quarterly finahaccounts of Euro area
countries)

National Central Bank

National statistical institute

Quarterly financial accounts

Quarterly National accounts

Quarterly Sector Accounts

Quatrterly general government accounts

Rest of the world (sector)

Short-term public finance statistics



[. INTRODUCTION

1.1 Historical background

The creation of the European Monetary Union (EMi}h a single and independent mone-
tary policy and decentralised but coordinated figadicies, has increased the need for eco-
nomic statistics, to be compiled with improved amatmonized methodologies within the

European Union (EU).

In particular, a comprehensive and timely picturéhe behaviour of economic agents and
interactions among them would be an essential ikanion to the better understanding of
economic developments. However, at the time onisndged set of infra-annual National Ac-
counts data existed in most Member States. It ftusainly on the performance of the total
economy with no breakdown by institutional sectarept for government.

In response to these needs, an action plan on B#tidtecal requirements (the "EMU Action
Plan") was set-up by the European Commission (Eamos close collaboration with the
European Central Bank (ECB) and national statistatahorities. It was endorsed by the
Ecofin Council in September 2000. The prioritiegdd in the EMU action plan included the
compilation of non-financial quarterly sector acotsu(QSA) within 90 days after the refer-
ence period.

Regulation (EC) No 1161/2005 of the European Rasiat and of the Council (thereafter the
"QSA Regulation") provided the legal basis for the regular productad quarterly non-
financial accounts by institutional sector in the@d&pean Union.

The first release of non-financial quarterly seaocounts aggregates for the euro area and
European Union, together with the euro area guwrferancial transactions and balance
sheets, took place on th& af June 2007. This integrated product (called "EAithe euro
area case) is a major achievement even at worldhenc.

1.2 The QSA Regulation

The QSA regulation provides a common framework tfe contributions of the Member
States to the compilation of quarterly Europeanimmencial accounts by institutional sector.

In the recital of the Regulation it is mentionedttiEuropean accounts must reflect the
economy of the European area as a whole and mégr didbm the simple aggregation of
Member States’ accounts. In particular, Europeatoaats include the transactions of the
resident European institutions and bodies. Moreoflews between Member States are
withdrawn from the national Rest of the World aauisuas well as estimate the European rest
of the world which differs from the aggregationtbé Member States’ rest of the worlds.

! Regulation (EC) No 1161/2005 of the European Parlraed of the Council of 6 July 2005 on the comjalat
of quarterly non-financial accounts by institutibeactor, OJ L 191, 22.7.2005, p. 22-28.



The QSA regulation stipulates that the standard8nitions, classifications, and accounting
rules for data transmitted for the purposes of @®Apilation shall be those laid down in
Regulation (EC) No 2223/96 (thereafter the "ESA (Raiipn"Y.

Reporting obligations

The QSA regulation makes a distinction between Mam#tates for which gross domestic
product at current prices normally represents rnimaia 1 % of the corresponding Community
total (estimated on the basis of the arithmetic mefathe latest three years annual figures)
and those for which it accounts less.

In the first case, Member States shall transméd €@t all sectors of the economy, namely:
- Non-financial corporations (S.11)
- Financial corporations (S.12)
- General government (S.13)
- Households and non-profit institutions serving lehgds (S.1M)
- Rest of the world (S.2)

For Member States below the 1% threshold, reponisiggations are limited to the General
Government sector and the Rest of the world.

The QSA data shall be delivered to the Commisstatine latest 90 calendar days after the
end of the quarter to which the data relate aneticall periods starting from the first quarter
of 1999. Any revision of the data for previous daes shall be transmitted at the same time.

Transmission of several transactions is optionat. the time being, it specifically concerns
data on output (P.1) and intermediate consump#oR){ property income transactions, as in-
terest before FISIM adjustment (D.41G), distributadome of corporations (D.42), rein-
vested earnings on direct foreign investment (Q.p8)perty income attributed to insurance
policy holders (D.44), rents (D.45), including thespective balancing item, entrepreneurial
income (B.4G); details on other current transfensrrent international cooperation, D.74,
miscellaneous current transfers, D.75) and capigaisfers (investment grants, D.92, other
capital transfers D.99). The split of property in@transactions other than interest into D.42,
D.43, D.44 and D.45 is not mandatory. It is suéfidiif the countries deliver their sum (des-
ignated as D.4N).

Data sources and consistency requirements

Member States shall compile quarterly sector adsousing all sources they consider rele-
vant, giving priority to direct information such agdministrative sources or surveys of enter-

2 Council Regulation (EC) No 2223/96 of 25 June 199&henEuropean system of national and regional adsdnrthe
Community, OJ L 310, 30.11.1996, p. 1-469.



prises and households. When such direct informataomot be collected, in particular for
back series, best estimates may be transmitted.

The regulation requires Member States to ensuredhsistency of QSA data with the quar-
terly non-financial accounts of the general goveenimthe quarterly main aggregates of the
total economy and annual sector accounts (ASApstratted to the Commission under the
transmission programme of the ESA Regulation.

Quality standards and reports

All necessary measures should be taken by MemlagesSto improve the quality of the data
transmitted over time.

Member States had to supply the Commission witlhi@ito-date description of the sources,
methods and statistical treatments used withinaa gé their first transmission of data and
inform the Commission of major methodological onestchanges that would affect the data
transmitted not later than three months after sinaimge takes effect.

Within five years of the entry into force of thiss@ulation, the Commission shall submit a
report to the European Parliament and the Coumcitsoimplementation assessing the quality
of the statistics produced, its relevance for thers, and laying down proposals for possible
improvements and amendments.

1.3  Objectives and coverage of the document

As mentioned in the previous section, the QSA Ragu provides for the collection of
methodological information from Member States omadsources used and procedures fol-
lowed to compile national QSA data.

For this purpose, a standard framework for thegentories has been developed by Eurostat
and sent to Member-States for completion. QSA ssuand methods descriptions have been
received from the following countries:

- the countries with full QSA reporting obligatioBelgium (BE), the Czech Republic
(C2), Denmark (DK), Germany (DE), Greece (EL), &l (IE), France (FR), Italy (IT),
the Netherlands (NL), Austria (AT), Poland (PL),regal (PT), Spain (ES), Finland
(FI), Sweden (SE), the United Kingdom (UK) and Nayw(NO) (only for the house-
holds sector)

- Partial QSA reportingBulgaria (BG), Cyprus (CY), Estonia (EE), HungérU), Latvia
(LV), Lithuania (LT), Luxemburg (LU), Romania (ROglovenia (SI), Slovakia (SK)
and Malta (MT).

The present draft document is aimed at summaritiagnformation received with a view to

promote exchange of methodological knowledge adwm®ber States, to identify best prac-
tices and to assess the overall quality of the @&#®a. Problematic compilation issues that
require further guidance should be possibly ideadif The document is expected to provide a

10



basis for further methodological work, as well asthe forthcoming reporting on the imple-
mentation of the QSA regulation to the Europeatidaent and the Council.

Several methodological manuals related to particgsgators have already been issued by Eu-
rostat. It concerns, first of all, the Handbook@uarterly National Accountand the Manual

on Quarterly Non-financial Accounts for General @mment. Besides, data for some insti-
tutional sectors and the corresponding compilapi@ctices are closely monitored by the sta-
tistical domains concerned such as quarterly maatioNal Accounts aggregates for total
economy (QNA), balance of payments (BoP) and steont public finance statistics
(STPFS). In most cases mentioned, data sets ér&eD$A compilation process as external
inputs that are beyond the direct control of QSMpiers and for this reason they were not
covered in detail in QSA methodological inventories

Hence, the focus of the present document will iogt, &f all, on the quarterly estimates for the
institutional sectors of non-financial/financial rporations and households (including
NPISH), distributive transactions and any specd#fsues particularly relevant in the context of
sector accounts that have not been consideredt#il de other methodological documents.
Sectors S.13 and S.2 will be covered to the extexyt provide counterpart information that
underlies estimates of the corporate or househsédtors and as far as consistency issues
with other statistical domains are concerned. Cguesitly, the present document is mainly
based on the reports provided by Member Statesfulitheporting obligations.

The exercise is somewhat limited by the partialerage of sources and methods information
for annual sector accounts and quarterly main agges as they provide a benchmark for the
estimation of quarterly data by sectors and thus lessential impact on the quality of de-
pendent quarterly information.

Concerning annual accounts, sources and methoddoatenented in GNI inventories, for
total economy mainly, with a focus on productiord gsrimary distribution of income ac-
counts. To complement this information, it coulddrevisaged in the future to collect infor-
mation on the sources and methods used by Memh&rs3b delineate sectors and compile
annual sector accounts.

Concerning quarterly national accounts (QNA), ineeies are being collected by Eurostat.

14 Structure and future revisions of the inventory

The document consists of four parts: (I) Introdoreti(ll) Compliance with quality require-
ments, (llI) National sources and methods and BMjopean sources and methods.

In the introduction, the general background of @A project is presented together with the
legal requirements set by the QSA regulation, thjeatives of the document and its structure.

% Handbook on quarterly national accounts, 1999@ditSBN 92-828-7259-9
# Manual on quarterly non-financial accounts forgmhgovernment, 2006 edition, ISSN 1725-0048
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The second part presents a broad overview of maatitg aspects of European QSA data on
the basis of the criteria adopted for quality réipgrin European statistical system in line
with European Statistics Code of Practice

Part Il provides, for each transaction of the Q&#aset, a summary of ESA95 provisions
followed by a detailed description and analysishef sources and methods used by the differ-
ent Member States. It allows identifying in onengla the full range of possible methodologi-

cal solutions adopted for particular transactiond 80 comment on their respective merits /
drawbacks. It may be used as a basis for futurdaggie / recommendations for a set of se-
lected sensitive issues.

The last part describes additional inputs and phoes used for the compilation of euro area
and European Union aggregates.

The present inventory will be updated to take imtgount possible changes in the compila-
tion of national or European QSA. These updatekbeilbased on the documentation of revi-
sions which the Member States shall provide nafr ldtan three months after a major meth-
odological or other change has been introducedwoatd affect the transmitted data (QSA
Regulation, Art. 6 3).

®> The Code of Practice for European statistics vepted by the Statistical Programme Committee offé&is
ruary 2005 and published as Commission Recommemd@@iOM(2005)217 final) of 25 May 2005 on the inde-
pendence, integrity and accountability of the naicaand Community statistical authorities

12



[I. COMPLIANCE WITH QUALITY REQUIREMENTS

2.1 Relevance: main uses of QSA

Relevance is a quality aspect that characterises Well a statistical product meets users'
needs. It implies the identification of users andwledge of their needs and expectations.

The recitals of the QSA Regulation specify the maljectives of QSA production as fol-
lows:

"The analysis of cyclical movements in the Europé&bmon economy and the conduct of

monetary policy within the EMU require macroeconostiatistics on the economic behaviour
and the interrelationship of individual institutelrsectors which are impossible to identify in

data compiled at the level of the economy as a evhihere is, therefore, a need to produce
quarterly accounts by institutional sector, for Eieropean Union as a whole and for the euro
area."

Thus, QSA data are of main interest, first of fl, the institutional users as ECB and DG
ECFIN for the purposes of economic governance.

European accounts

Eurostat and the ECB publish a full set of quayteector accounts for the euro area that
includes non-financial accounts as well as findrexaounts and balance sheets. Eurostat also
publishes quarterly non-financial sector accouatdtie European Union.

Eurostat issues a quarterly news release with asfon a set of seasonally adjusted key
indicators, for the euro area and the EU. Thesefmancial indicators, which are meant to
illustrate the behaviour of non-financial corpovas and households, are the following:

- Profit share of non-financial corporatiordefined as gross operating surplus divided by
gross value added. This profitability-type indigashhows the share of the value added
created during the production process remuneraapgal.

- Gross investment ratef non-financial corporationsdefined as gross fixed capital
formation divided by gross value added. This reglates the investment of non-financial
businesses in fixed assets (buildings, machin@fjyware, major improvements to fixed
assets etc.) to the value added created duringrtitieiction process.

- Gross household saving ratalculated as gross saving divided by gross dages
incomé. This ratio provides information on the proportiof disposable income of
households saved after allowing for individual pteszconsumption.

- Gross household investment rat@culated by dividing gross fixed capital fornoatiof
households by gross disposable incardis ratio relates the investment of households
in fixed assets (mainly dwellings) to their displolgaincome.

6 After adjustment for the change in the net eqoftiiouseholds in pension funds reserves.

13



The ECB publishes a press release that coverstbetfuarterly financial and non-financial
sector accounts of the euro area. ECB's pressseel@lyses the annual percentage changes
of main transactions that underpin the decisionth@fvarious sectors in the economy.

Country breakdown

The feedback from users (bank analysts, consujtgmisnalists etc.) confirms their great
interest in short-term data by institutional sestoHowever, in addition to European
aggregates, users would expect more informatiomndividual countries, which is one of
QSA development priorities for the near future.

For the time being however, only few countries withl reporting obligations publish
complete or almost complete and balanced set of @84 This is the case for FR, UK (only
seasonally adjusted data series) and CZ, DK, NLa@ ES (no seasonally adjusted data
series).

PL regularly disseminates only balancing itemsefach institutional sector.

Apart from quarterly information on General goveennh and Rest of the world sectors
available either in QSA or in STPFS and BoP forrsatne countries also disclose selected
indicators on the households sector (AT, DE, NO).

The rest of the countries have not yet defined IQSIA data dissemination policies.

At European level, Eurostat has started dissemmgatbuntry data for each of the above
mentioned key indicators and their underlying congis. As most Member-States do not
compile seasonally adjusted QSA vyet, these indisatre published as four quarters
cumulated sums.

2.2 Accuracy and reliability

As stated by principle 12 of European Statisticgl€€of Practice, European statistics must
accurately and reliably portray reality. The accyrand reliability of statistics depend on
many variables. One important factor in this respethe extent to which direct data sources
are used compared to indirect methods based orrpads and model assumptions.

In general, QSA production relies to a great extanthree main statistical pillars as input:
quarterly national accounts main aggregates fal tstonomy, quarterly general government
accounts and quarterly balance of payments.

Besides, administrative data sources (e.g. taxdscother information from industry super-
visory authorities) normally contain direct datatticould be used as indicators of the short-
term developments of particular transactions byossc

Consequently, development of the cooperation viithdompilers of general government and
balance of payments statistics as well as with agtnative authorities in order to exploit the
full potential of these quarterly data sourcesoissidered as a good practice to be followed.

14



Fairly good infra-annual statistical informationigg with respect to the activities of financial
corporations (profit and loss accounts, detailddrixze sheets information with breakdown by
counterparts, interest rates statistics, quartinigncial accounts), which is used by many
countries in the QSA compilation process. It prilgaconcerns monetary financial institu-
tions and, to a lesser extent, insurance corparsfppension funds. In many cases data of offi-
cial supervisory agencies, industry business assons and stock exchanges can be also
used.

However, only few countries reporting full QSA da&i@n use direct data sources to support
the compilation of individual estimates for sect&41 and S.1M (e.g. CZ and UK), for the
production and generation of income accounts itiqudar.

The majority of the outstanding countries make mesitee use of indirect methods employing
annual data as the benchmark and quarterly indatocapture short term movements in-
cluding the seasonality.

In some cases, countries use pure model basedagssinvhich are not supported by direct or
indirect quarterly information. It is important ththe latter method is used only for transac-
tions that play a minor role in the accounts.

2.3 Timeliness

European statistics must be disseminated in ayimahnner, in particular when they are used
for economic policy purposes. This is the caseE@mopean QSA that include relevant infor-
mation for the conduct of the monetary policy witline euro area and for the coordination of
budgetary policies within the EU. Since mid-200dyd&pean QSA have been regularly pub-
lished within 120 days after the reference quarter.

Timeliness of European statistics should take attcount user requirements as much as pos-
sible. There is a strong demand from the instihgiiausers to speed up the compilation and
dissemination of QSA data to enable its usage asparn into the decision-making process as
soon as possible. Early estimates for the euroaeeander development with a view to com-
pile euro area accounts (financial plus non-finalavithin 90 days. However, the successful
outcome of this project depends on the earlierlabiity of the main data inputs in the com-
pilation of European QSA namely: the quarterly arde of government and BoP statistics.

As an intermediate step, the reduction of the wa#ilish and compilation time to 10 (calendar)
days after the transmission of national QSA alldlesinternal availability of euro area esti-
mates for the non-financial accounts within 100sdafyer the reference quarter.

Improving the timeliness of QSA informatior. by compiling reliable preliminary estimates
for European QSA aggregates, is another priori@8A development work.
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2.4  Accessibility and clarity

European statistics must be disseminated in a coewvemanner and presented in a clear and
understandable form. It should be available anéssible on impartial basis with supporting
metadata and guidance.

European accounts

Eurostat release covers full QSA data series staftom 1999Q1 (non-seasonally adjusted)
for the euro area and the EU as well as key indisdbcusing on the behaviour of the non-
financial corporations and households sectors (kmthand seasonally adjusted) as described
in the section 2.1 above.

Data are disseminated via different channels: prelesse, statistical database and Eurostat
website section dedicated to sector accduiitsis dedicated section presents integrated quar-
terly non-financial and financial sector accourdsthe euro area and non-financial QSA for
EU in a form of sequence of accounts as defindd3A95. This format allows users under-
standing and observing relationships between diffiesectors and transactions.

Data are accompanied with methodological inforrmattm European QSA compilation and
the ESA95 sequence of accounts.

Moreover, the collection of QSA news releases ddune Eurostat is provided together with
an Excel file that includes the underlying data.

Finally, a set of about 30 analytical charts ardetsis updated every quarter so that users can
easily relate changes in total economy with devalents in each institutional sector.

Country breakdown

Annual sector accounts are published for each cpuméxt to and in the same ESA95 format
as the QSA of the euro area and of the EU.

In addition, the quarterly key indicators listeddaction 2.1 above are published for most
Member States that report full QSA.

2.5  Coherence and comparability

Apart from internal consistency criteria (respecaiothmetic and accounting identities, com-
parability over time), which are generally ensubgdthe national and European compilation
practices, the coherence between statistics iatedeowards the comparison of different sta-
tistics, which are generally compiled following féifent practices, within different timetables
and for different primary purposes.

" URL: http://ec.europa.eu/eurostat/sectoraccoumishétp://www.ech.europa.eu/stats/acc/html/indektenl.
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Consistency between different domains of macroeronatatistics is required by the QSA
Regulation. As it is stated in the recitals of @8A Regulation:

"Production of these [QSA] accounts is part of dlrerall aim to compile a system of annual
and quarterly accounts for the European Union anthie euro area. The system includes the
main macroeconomic aggregates and the financiahanefinancial accounts by institutional
sector. The aim is to achieve consistency acréskede accounts and, with regard to the rest
of the world accounts, between the balance of paysrend the national accounts data.”

Besides, article 5 of the QSA regulation requites tata transmitted by the Member States
for the purposes of this regulation are consistétit the quarterly non-financial accounts of

the general government, quarterly main aggregdtéseototal economy and corresponding

annual data transmitted to the Commission underdtta transmission programme of the
ESA regulation.

National data consistency across relevant stalsfiemains is regularly monitored by the in-
stitutions. However, practical experience demonstrahat discrepancies between different
data sets are often caused by differences in tstatiproduction processes. These inconsis-
tencies are hardly avoidable in the short-run anast cases they are beyond the direct con-
trol of national QSA compilers. Main causes of depancies of this type are the following:

- Conceptual differences
- Vintage differences
- Data requirements differences

Conceptual differences are particularly relevamtBoP/RoW consistency. In general, BoP
and the RoW should be conceptually almost identtbake are only a very limited number of

conceptual differences that stem directly from tégpective manuals (BPM5 and ESA95).
These concern FISIM adjustment for imports, expanis interest flows in National Accounts

RoW estimates, different treatment of constructamd government services and incomes
from mutual funds. These conceptual differenceseapected to vanish when the new ver-
sions of the Manuals (BPM6 and ESA2008) will comt® iforce.

Vintage differences may occur occasionally at sgeeods in the year due to different an-
nual data revision policies. In particular, ANA ayenerally updated on the basis of QNA and
become available at t+3 months whereas ASA arsedvbetween t+6 and t+9 months. QSA,
which are generally benchmarked on ASA, may themrde from QNA in the meantime.
Moreover, the annual public finance statistics (&8PMFnust be consistent with Excessive
Deficit Procedure (EDP) notifications made at t+8l &9 months. If ASA data are not com-
piled / revised at these precise moments in timis, thay create discrepancy between the
QSA that are benchmarked on ASA and the STPFS/ARES in March and September es-
pecially.

Vintage differences may also recur every quarteabse of different timeliness requirements
and/or revision policies across statistical domakw example, QNA are available at t+70
days whereas STPFS and QSA are transmitted at tR&@King use of the additional informa-
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tion available between t+70 and t+90 days. As higiirity is attributed to QSA alignment
with STPFS, this may trigger vintage differencethv@)NA indicators produced earlier.

Data requirement differences refer particularlyhie adjustment for statistical discrepancies.
Unlike QNA where statistical discrepancy can beasaely stated, QSA need to be balanced
across uses and resources. Consequently, in Q®AtHatstatistical discrepancy on the out-
put side is typically allocated to gross value atd@B.1G) whereas changes in invento-
ries/valuables (P.5N) may absorb the expenditale discrepancy.

Another type of inconsistencies is related to défe institutional arrangements across coun-
tries and often results in differentiating datarses and methodological approaches, as well
as in revision policies between statistical domairifgese factors are under direct control of
national compilers and should be tackled as apiistity. This concerns, first of all, discrep-
ancies between BoP and RoW data and non-finanedfiaancial sector accounts. In most
countries, non-financial accounts including RoW eséimated by National Statistical Insti-
tutes (NSI), whereas BoP and financial accountsrgeto the competencies of the National
Central Banks (NCB).

Lack of effective communication and coordinatiorivween these institutions often translates
into inconsistencies in the statistics producedcivtheoretically should be closely related.

Reconciliation of data sources used by the inghiigt mutual agreements on required level of
detail required in the input data, regular commatian on methodological issues between
statistical authorities and NCBs are of utmost ingoace from the point of view of statistical
coherence.

Lack of coordination between producer units ingtikee NSIs may also result in inconsistent
statistical data sets, mainly due to different smn policies for back data. Development of
coordinated revision policies in NSls is thus stjigrencouraged.

At European aggregates level, apart from the sutheotliscrepancies in national inputs, in-
consistencies also exist between Member Statestdiag of mutual transactions, which is
typically reflected in the asymmetries in the crbesder flows between EU/EA Member
States. Theoretically, intra-flows should be equaluses and resources sides (e.g. goods ex-
ported by Member States within the Community shdaddequal to the intra-EU/EA flows
recorded by the importing Member States); howetvisrhardly ever the case in practice. Ad-
justment of these asymmetries requires additioarzing procedures in the EU/EA QSA
compilation process that eventually lead to sonfgerdinces with other national accounts
publications, in which cross border flows withiretarea concerned have not been removed
yet.
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3.1

NATIONAL SOURCES AND METHODS

Institutional arrangements

The organisation of QSA production and institutiolireks between QSA compilers and the
providers of input data have an impact on the timesk, coherence and comparability of
quarterly statistics. This section aims to giveoarrview of different variants of institutional
arrangements adopted by Member States for the ¢atopi of quarterly macroeconomic sta-
tistics.

Most commonly, NSIs are responsible for the produacbf non-financial macroeconomic
aggregates and sector accounts, whereas NCBs anarige of balance of payments statistics
and financial sector accounts except for generatigonent. .

There are a few exceptions to this general orghorsa setting:

In BE, the NCB is entirely responsible for all the mamonomic statistics (non-financial
accounts, financial accounts, BoP); whereas the iBl&l provider of input data to the
macroeconomic aggregates;

In IE, NL, NO andUK, NSIs are totally responsible for both non-finah@nd financial
accounts. IrDK, IE, NO andUK, the compilation of balance of payments statisics
the responsibility of the NSI;

In AT, the compilation of quarterly main aggregatesutsourced to an external research
institute. The NCB has the ultimate responsibifdy the BoP, but NSI contributes sig-
nificantly to the production of BoP current accqunt

In ES, the quarterly and annual accounts of general govent sector are drawn up by
the General Auditing Board of the Central Governthexcept the estimates of con-
sumption of fixed capital which are produced by N&.

As for the internal organisation of quarterly masonomic statistics production, a variety of
combinations can be observed throughout the castin general, the production can be or-
ganised according to the following main criteria:

Temporal approachlifferent timing requirements and data sourcggér an administra-
tive separation of units dealing with annual verquarterly statistics. This split is ob-
served inCZ, EL andER.

Functional approachproduction units are organized by statistical dmsar certain
group of economic agents (e.g. national accoumigerpment statistics, financial statis-
tics, regional statistics etc), covering both irdirasnual and annual indicatorBE, DE,
IE, IT, NL, AT, PL, FI, SE, UK).

Several countries follow a rather mixed approachene the compilation of main aggregates
is divided by quarterly and annual periodicity, igh& separate functional unit is in charge of
sector accounts both at annual and quarterly frezjes DK, ES, NO).
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Government statistics generally follow a functioapproach covering both annual and quar-
terly statistics and government financial accounts.

In some cases, the compilation of sector accosntoordinated by separate administrative
units, in other cases it is a part of the generatgss of compiling macroeconomic aggre-
gates.

Table 1 - Institutional arrangements in Member &sawith full QSA reporting obligations

Quarterly non-financial macroeconomic statistics
Responsible institution / QSA MUFA/
Organisation approach synthesis BoP Quarterly Financial accounts
BE NCB / functional - NCB NCB; some vertical integrati
cz NSI / temporal - NCB NCB, except S.13;
no vertical integration
DK NSI / mixed Separate unit NSI NCB; no vertical grition
DE NSI / functional Separate unit NCB NCB; some vettiotegration
for S.12, S.13, S.1M
(residual estimation of D.42)
IE NSI / functional Separate unit NSI NSI
EL NSI / temporal - NCB NCB; no vertical integration
ES NSI / mixed Separate unit NCB NCB; vertically intatgd for sectors
S.12and S.2
FR NSI / temporal - NCB NCB; some vertical integratio
(especially for S.13)
IT NSI / functional - NCB NCB; no vertical integration
NL NSI / functional - NCB NSI; regular vertical recdliation
AT NSI / functional - NCB NCB; integrated by residestimation
of D.42 (except S.12, S.2)
PL NSI / functional - NCB NCB; no vertical integration
PT NSI / functional Separate unit NCB NCB; regulartical reconciliation;
S.13 integrated
FI NSI / functional - NCB NCB, except S.13;
no vertical integration
SE NSI / functional - Since 2007 | NSI; no vertical integration
NSI on behalf
of NCB
UK NSI/ functional - NSI NSI; regular vertical recoliaiion
NO | NSI/ mixed Separate unit NSI NSI; no vertical imegn yet
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3.2 National QSA consistency with related statists

Consistency between related statistical domaimeimed as one of the essential quality as-
pects of statistical output (see section 2.5 ofdbeument). In the case of QSA, this concerns
annual sector accounts (ASA), main aggregates (QNarterly non-financial accounts of
government (STPFS), quarterly financial accounts/f¥) and BoP statistics.

Main types and reasons of inconsistencies obsernvete countries' data are described in de-
tail in section 2.5 of the document and in theisastfor related transactions, where applica-
ble. They can be summarised as follows:

- Inconsistencies due to conceptual differences E@SJM in BoP and RoW);

- Inconsistencies due to different data requireméaig. allocation of statistical discrep-
ancy in QSA);

- Inconsistencies due to different timeliness andégrsion policies of related statistics (so
called vintage differences);

- Inconsistencies due to institutional arrangemediffe(ent data sources used by the pro-
ducer-units; particularly relevant for BoP and ficgl accounts).

Table 2 provides a general overview of the situmby country with respect to consistency
with ASA, QNA, STPFS, BoP and quarterly financiataunts on the basis of the results of
July, 2010consistency monitoring covering perio@401-2010Q1. The comparison against
MUFA (vertical imbalances) is limited to 9 euro areountries providing complete QSA data
since 1999Q1.

The consistency between QSA and related quarteitiyseéts is regularly monitored and, as a
result, existing discrepancies are expected toedser to "minor” levels in future transmis-
sions, wherever possible. Further improvementseapected with the revision of the ESA
transmission programme that should harmonize tlease and revision calendars across Na-
tional Accounts tables and possibly BoP data.”
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Table 2 - Inconsistencies with related statistigdMember States

ASA QNA STPFS BoP MUFA
BE - Minor, in latest quarters only - Major Minor
c7z Minor Negligible Some Some transactions N.A.
transactions
Minor Some transactions Some Minor N.A.
DK transactions
DE - - - Some transaction$ Minor
IE - Major Major Minor N.A.
EL Minor Negligible Some Major N.A.
transactions
ES - Negligible - Some transactions Minor
ER Minor - - Major Major
IT - Negligible - Major Major
NL - - - Major Some
transactions
AT - Some transactions + Some Some transactions Major
Adjustment for stat. discrepancy. transactions
PL Minor - Minor Some transactions N.A.
PT - Adjustment for stat. discrepangy - Minor Minor
Fl - Some transactions + Minor Some transactiong Major
Adjustment for stat. discrepangy
SE - Some transactions - Some transactigns N.A.
UK For latest year Adjustment for stat. discrepancy Major Some tratisas N.A.
NO N.A. N.A. N.A. N.A. N.A.
3.3 National QSA data release policy

As it has been outlined in the section 2.1 of theusnent, QSA data users regularly express
their interest in national QSA data availabilityoriSequently, publication of possibly harmo-

nised set of national data, including seasonaljysadd figures, is one of the QSA develop-

ment priorities for the near future.

Table 3 gives an overview on current state of mafi@QSA publication policies.
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Table 3 - QSA release policies of Member States

ata

Timeliness | Coverage | Seasonal adjustment
BE - No public release of QSA data -
Cz |T+93days Full matrix (without sub- No
transactions for D.4, D.6, D.7 apd
D.9); separate information on
S.14 and S.15
DK |T+90 Full matrix (with limited detail byNo
sub-transactions)
DE |T+55/80 days _S.1nB.6N, P.3 and B.8n for quamo
ters of current year since 1991;
All sectors:Main aggregates
(without D.9 and B.9) for com-
pleted years only since 1999;
IE - No public release of QSA data -
EL - No public release of QSA data -
ES T+ 90-100 days Full matrix No
FR |T+90 Main transactions and balancingYes; only seasonally adjusted d
items published
IT T+98 A set of key indicators and com{No
ponents
NL | T+97 Full matrix (since April 2008) |No
with additional detail by S.12 and
S.13 sub-sectors, jointly with
QFA and balance sheets (serieg
from 2005Q1 onwards)
AT [1*release in October 2009 Sector S.1M only from B.2g/B.3gFour quarter cumulated sums
to B.8 (without sub-transactions
PL |T+90 Only balancing items by sectorg No
(except gross balance of primary
income)
PT |T+90 Full matrix (without sub- No
transactions);
Fl - No public release of QSA data -
SE |[T+70, T+90 T+70: only sector S.1M No
T+90: full matrix
UK |T+90 days Full matrix from B.2g Yes

1) Latest publication date. Exact date is laid déameach vintage in the National Accounts OutpainPl

3.4

National compilation of goods and services tresactions

In most countries that deliver full QSA data, theaderly production system is focused on
guarterly main aggregates at the level of totaheawny often compiled in the supply and use
framework integrating all available quarterly infaation and making use of econometric
modelling.
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Quarterly main aggregates provide data for goodssanvices for the total economy broken
down by industries (or asset categories as forsgiged capital formation), but not by institu-
tional sectors.

The allocation of total economy figures by sectsrén most cases made by indirect proce-
dures such as industry/sector bridging matrixesedbam industry/sector structures of last
available year. Level of detail of quarterly QSAccdations ranges from 17 industriesih

to 132 industries ifkl. Full/more complete information by institutionacsors generally ex-
ists only at annual frequency.

At quarterly level, the compilation of productiondaincome transactions by sectors is gener-
ally based on three main pre-existing inputs:

- Quarterly national accounts (QNA);
- Quarterly general government statistics (STPFS, 888G
- Balance of payments as a basis for RoW estimai@B)(B

For the financial corporations sector, in geneatakct correspondence between NACE indus-
tries 65-67 and the sector can be made as rathal persons, than individual entrepreneurs
are operating in these activities. Only a smalt pathe financial services is produced by the
sector of households in some countries. Consegygnthduction and generation of income
account figures for sector S.12 can, with minoregtions, be considered as external QNA
input to QSA production and thus S.12 compilat®nat described in detail in this chapter.

The major challenge of QSA process is the alloocatiothe residual transactions in goods and
services between the non-financial corporationstemgeholds/NPISH sectors.

There are a few exceptions from this general sch@#e Fl, UK), where quarterly data for
total economy are (totally or partially) estimateda sum of sectors in QNA.

NO currently compiles the accounts of sector S.1M.onl

More detailed information on countries methodolagiapproaches for sectors data produc-
tion is provided below for each transaction in goadd services.

8 Hereinafter, STPFS means information from the wgulr STPES questionnaire (Table 25) in its stsiense;
under QGGA is meant the whole set of quarterly dat&.13 available for use by NSI from the adntiats/e
data sources, including additional detail on corpatgt sectors in transactions with S.13 or detdilszhkdown
of particular transactions (not available in STRES D.4, D.7., D.9N).
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3.4.1 P.1-Output

Definition and coverage

Outputconsists of the products created during the actingrperiod.
Three types of output are distinguished in ESA95:

a. Market output (P.11 - products sold at economicaignificant prices, products bartered
or used for payments in kind, products purchased/aahin an institutional unit, addi-
tions to inventories of work-in progress and fimdhgoods intended for disposal on the
market)

b. Output produced for own final use (P.12 - produetsined for own final consumption
or gross capital formation by the same unit, asi@agtural products, construction of
dwellings, housing services produced by owner-oecs)p

c. Other non-market output (P.13 — output that is pited to other units free or at prices
that are not economically significant )

All such productive activities should be include@re if they are illegal or not-registered at
tax, social security, statistical and other puldigthorities.

Time of recording

Output is to be recorded and valued when it is ¢etieel by the production process.
(ESA95 83.18-3.23; §83.08, §83.46)

P.1 is an optional transaction according to the @&fulation, and only half of the countries
that report full QSA compile P.1 by sector. Thighe case foCZ, DE, DK, EL, Fl, FR,
NL, NO.

For other countriesBE, ES, IE, IT, AT, PL, PT, SE, UK) production account variables by
sector are not available, except for gross valuedas a balancing item.

In CZ, quarterly statistical surveys on business umts entrepreneurs, housing construction
data and household budget survey supply most ohéwessary information for S.11 and
S.1M output estimates, whereas sector estimatest@gral part of QNA compilation, and
total economy indicators are estimated as sumsatitutional sectors. Estimates based on in-
direct data sources have to be made for the unitsless than 10 employees (less than 20
employees in NACE A-B), deliberate misreportingfjal activities and other conceptual ad-
justments. Estimates for the small units are basetihe output figures compiled for the same
quarter of the preceding year, Q/(Q-4) index of bamof employees, Q/(Q-4) index of pro-
ducer price indices and Q/(Q-4) index of output @eployee. For S.15, mostly non-market
output is estimated by cost method.

In El, P.1 for total economy in the QNA system is alstneated as a sum of sectors. QNA
estimates for S.11 and S.1M are based on quak@lydata and turnover indices. They can
be taken over directly to QSA compilation.
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In NO, a direct correspondence can be established bet@8& industries and the NPISH
sector (S.15), thus QNA data on S.15 are usedastdnput to quarterly S.1M estimates.

In other countriesBE, DK, EL NL), the general approach is to distribute QNA Slues by
industries, after allocation of S.12 and S.13 dbh&ween S.11 and S.1M using the sector
structure by industries of the last available ahagaounts.

Table 4 - National sources and methods for P.Inesgion

No. of QNA
industries S.1 S.12 S.13 S.11 and S.1M

BE |- - - - -

Cz |60 QNA QNA STPFS QNA data by sectors, based ontguaistatistical
surveys

DK | 67 QNA QNA STPFS S.1-S.12 - S.13 allocated bysitny/sector ma-
trix combining ASA and quarterly VAT-data sectpr
structures

DE | 32- QNA QNA STPFS S.1-S.12 - S.13 allocated uasmgual sector
structure by industries

IE - - - - -

EL |17 QNA Same as | STPFS S.1 allocated by ASA sector structure; asgrdp-

S.11/S.1M ancies with actual S.13 data are adjusted in S.11

ES |- - - - -

FR | 40 B.1G B.1G +P.2| B.1G B.1G +P.2

+P.2 +P.2

IT - - - - -

NL | 119 QNA ONA STPFS S.1-S.12 — S.13 allocated usimgial sector
structure by industries

AT | - - - - -

PL |- - - - -

PT - - - -

Fl 132 QNA QNA STPFS QNA by sector based on quartéAy data

SE |- - - - -

UK |- - - - -

NO | 44 QNA - - S.1M onlysector share from a benchmark year
applied to QNA for market output + quarterly es-
timate for owner-occupied housing services+S.15
directly from QNA

In DK annual distribution keys are adjusted by mearguafterly VAT turnover data by sec-

tor and industry wherever available. The quart®T statistics are used to calculate quar-
terly sector allocation keys by industry. Benchmasdctors' shares from the annual sec-
tor/industry-matrix are then adjusted accordinthdifference between S.11 and S.1M share
of the VAT-turnover in the actual quarter and thehare in the sum of the four quarters. As
for trade industries (wholesale and retail trasi@yover minus purchases is used for adjust-
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ing. For the very few industries for which the towver is not liable to VAT, annual shares are
used.

3.4.2 P.2 — Intermediate consumption

Definition and coverage

Intermediate consumption consists of the valueooidg and services consumed as input in
the process of production, excluding fixed assétss& consumption is recorded as a con-
sumption of fixed capital. It includes as well tise of financial intermediation services indi-

rectly measured by resident producers.

Time of recording

Products used for intermediate consumption shoelddzorded and valued at the time they
enter the process of production. (ESA95 3.69-3.72)

Table 5 - National sources and methods for P.2vegion

No. of QNA S.1 S.12 S.13 S.11 and S.1M
industries

BE | - - - - -

Cz | 60 QNA QNA STPFS QNA data by sectors, based ontguaistatistical
surveys

DK | 67 QNA QNA STPFS S.1-S.12-S.13 allocated by ingl{sstctor matrix
based on ASA and quarterly VAT-data

DE | 32- QNA QNA STPFS S.1-S.12-S.13 allocated usingialrsector struc-
ture by industries

IE - - - - -

EL | 17 QNA Same as | STPFS S.1 allocated by ASA sector structure; asgrdp-

S.11/S.1M ancies with actual S.13 data are adjusted in S.11

ES |- - - - -

FR | 40 QNA QNA STPFS S.1M: ASA disaggregation withreelir combina-
tion of P2 by industries as indicator
S11 : residual

IT - - - - -

NL | 119 QNA QNA STPFS S.1-S.12-S.13 allocated usingi@rsector struc-
ture by industries

AT |- - - - -

PL |- - - - -

PT |- - - - -

FI 132 QNA QNA STPFS QNA P.1-B.1G by sectors

SE - - - - -

UK |- - - - -

NO | 44 QNA - - S.1M onlysector share from a benchmark year
applied to QNA for market output + quarterly estj-
mate for owner-occupied housing services + S.15
directly from QNA
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As well as P.1, P.2 is an optional transaction 8AQuestionnaire and only some countries
compile P.2 by institutional sectors (see sectidnl3for countries details).

Similar data sources situations and similar ger@natiples for P.1 estimation by sectors ap-
ply in a similar way to P.2, as can be observetdlite 4.

3.4.3 B.1lg - Gross value added

Definition and coverage

Gross value added or the value generated by anyangaged in a production activity is a
balancing item of production account. Given thatpot is valued at basic prices and inter-
mediate consumption at purchaser's prices, valudeddoes not include taxes less subsidies
on products.

(ESA95 8.11-8.12)

For the countries that estimate optional transasti®.1 and P.2 by institutional sectors, B.1g
Is obtained as a difference. The other countisds, €S, |IE, IT, AT, PL, PT, SE, UK) allo-
cate value added by sector mostly combining qugrtaformation provided by QNA and
QGGA and indirect estimates as described below.

In BE, ES, FR, AT, PL, PTindirect approaches based on annual sector steubguindus-
tries of the last available year are used to bia@akn the residual amounts (total economy
after allocation of S.13 and S.12 inputs) by sect&d 1 and S.1M..

IT applies an indirect estimation approach of vallged for S.11 and S.14 which is based on
quarterly labour input by sectors and industriepressed in full-time equivalent units
(FTEU), i.e. number of full-time equivalent jobshi$ approach is consistent with the one un-
derlying ASA estimates: QSA models for S.11 and4Sre mainly based on quarterly per
capita values by economic activity as defined inAQldpplied to quarterly labour input by
sector. In some service activities (wholesale,ilfet®a transportation, air transportation,
postal services, etc.), differentiation by sizetlod enterprise is taken into accounts in QSA
models. Quarterly labour input by industries and@s is estimated using a variety of data
sources: labour force surveys, administrative stgyveocial security data linked with busi-
ness register, supervisory data for banks and nrdton from relevant ministries. IT ap-
proach is grounded on the hypothesis that manlgeohbn-observed productive activities (for
statistical and economic reasons, in particulantakto account large share of self-employed
workers in IT economy) may be correctly measurgdugh an exhaustive estimate of the
volume of labour that participates in the produttid income.

IE, SE andUK estimate gross value added of institutional sediyrincome approaclsE

calculates B.1g of the sector S.1M by summing wimeses for gross operating surplus (from
owner-occupied housing activity) and mixed incom@npensation of employees and taxes
less subsidies on production. Available annualreégwof mixed income are extrapolated using
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data on evolution of hours worked by entreprenans changes of hourly wages (the salary
trend of employees in non-financial corporationst@eis used as indicator). B.1g estimates
for sector S.11 are derived as a residilalsums up compensation of employees, gross oper-
ating surplus and mixed income and taxes les sig@ssah products or production in the indi-
vidual sectors. The amounts are obtained from gsraed administrative data or, in the case
of S.13, from STPFS. While compensation of emplsye be directly measured, the sum of
gross operating surplus and mixed income is obdaee the difference between national
B.1g, adjusted for taxes less subsidies on prodants compensation of employees at the to-
tal-economy level, allocated to the sectors S.112 &nd S.1M using annual sector structure
observed over the previous three years. UKe does not produce sectorised B.1g as a na-
tional statistic. However, it does apply roughlgngar procedures as IE to meet EU commit-
ments. Total B.2g/B.3g estimate is generally aggigor the income side statistical discrep-
ancy in QSA dataset.

In IE andPT B.1g in QSA is adjusted for the output side stiati$ discrepancy.

Table 6 - National sources and methods for B.lignedion

MS | No. of QNA S.1 S.12 S.13 S.11 and S.1M
industries
BE |approx.30 | QNA QNA STPFS S.1-S.12 — S.13 allatasing annual sector
structure by industries
Cz |60 QNA QNA STPFS P.1 - P.2 by sectors
DK |67 QNA QNA STPFS P.1-P.2 by sectors
DE |32 OQNA QNA STPFS P.1 - P.2 by sectors
IE Total QNA Same as |STPFS B.2/B.3g allocated by annual sector structubel
S.11/S.1M +D.29-D.31
EL |17 QNA P1-P.2 STPFS P.1 - P.2 by sectors
ES |13 QNA Direct STPFS S.1-S.12 — S.13 allocated using annuairsect
source structure by industries
FR |40 QNA QNA STPFS S1M: ASA disaggregation with @in combina-
tion of B.1g by industries as indicator; Stésidual
IT 32 QNA QNA STPFS QNA values per labour unit apptiedjuarterly
labour input by sector and industry
NL |119 QNA QNA STPFS P.1 - P.2 by sectors
AT |26 ONA QNA STPFS S.1-S.12 — S.13 allocated usimgial sector
structure by industries; S.11 adjusted for S.13
STPFS-alignment
PL |17 QNA QNA STPFS S.1-S.12 - S.13 allocated uaimgial sector
structure by industries
PT |11 QNA QNA STPFS S.1-S.12-S.13 allocated using ahsector struc-
ture by industries
FI 132 QNA QNA STPFS QNA by sector based on quartéAy data
SE |71 QNA QNA STPFS S.1Msum of the B.1g components; S.tdsidual
UK |Total QNA Same as |STPFS Sum of the B.1g components by sectors
S.11/S.AM
NO |44 QNA - - S.1M onlyP.1 — P.2 by sectors
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In PL, fairly good infra-annual source data on non-fmahcorporations are supplied by

quarterly or semi-annual statistical surveys that extensively used for QNA production.

However, due to some limitation with respect tot@ebreakdown and conceptual adjust-
ments done only at the level of total economy, Bo¥gS.11 and S.1M sectors is estimated
using simplified method based on annual sectoreshay industries.

As to FISIM, a detailed calculation and its allacatto the user sectors as intermediate or fi-
nal consumptions is performed separately at a gutevel.

Thus, on many cases, recourse has to be made eoaoplete and reliable annual data, us-
ing annual sector structure to delineate househgpldgluction from non-financial corpora-
tions. This method is based on the assumptionkbidt growth rates and seasonality do not
differ significantly between these two sectors. Amgmtly, this approach could provide a good
approximation of reality in stable economic coratis and for countries/industries with minor
importance of productive activities in householdster. If these conditions not fulfilled, it
could lead to biased estimates.

In thelT approach, bias is introduced by the use of theesarerage indicator of value added
both for small and big units (respectively for Sdrid S.14), thereby assuming similar pro-
ductivity in units of different size. This effed somewhat mitigated in those economic activi-
ties where units of similar size prevail. It candssumed that in the industries like construc-
tion and services characterized by a high conceémtraf small enterprises, average per cap-
ita values provide an appropriate representatidheperformance both of S.11 and S.14.

3.4.4 P.3 - Final consumption

Definition and coverage

Final consumption expenditure consists of expenglitncurred by resident institutional units

on goods and services that are used for the dsatisfaction of individual needs or wants or
the collective needs or members of the communityal Eonsumption expenditure may take
place on the domestic territory or abroad.

The following final consumption expenditure typas be distinguished:

- General government individual final consumption3(?S.13) goods and services pro-
duced by general government for individual consumnpfe.g. education, health, social
security, sport and recreation, culture) as well @mgchases by general government of
goods and services produced by market producetsatteasupplied without any trans-
formation to households for their consumptions@sad transfers in kind;

- General government collective final consumptiorB#S13)- the value of goods and
services produced by general government (other tvam-account capital formation and
sales) that are provided simultaneously to all meralof the community (e.g. manage-
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ment and regulation of society, security and defemeaintenance of law, protection of
the environment);

- Household final consumption (P.31/S.1M)includes, among other expenditures, ser-
vices of owner-occupied dwellings, income in kgwhds and services produced for own
final use, consumer durables not treated as capaahation, consumption of financial
services directly charged as well as FISIM,;

- NPISH final consumption (P.31/S.1M)1) the value of goods and services produced by
NPISH other than own-account capital formation aslvas (2) expenditures by NPISH
on goods and services produced by market produttexs are supplied without any
transformation to households for their consumptiagsocial transfers in kind.

- Corporations do not make final consumption expemd#— Their purchases of the same
kind of goods and services are either used forimégliate consumption or provided to
employees as compensation of employees in kind.

Time of recording

Goods and services should be recorded when thebpes/are created, when purchaser in-

curs a liability to the seller. It implies that expditure on a good is to be recorded at the time
when ownership changes; expenditure on a servisben the delivery of the service is com-
pleted.

(ESA95 3.75-3.89)

Estimates of final consumption are external ingatthe QSA compilation process provided
by QNA and STPFS. For this reason, very limite@infation on its estimation was provided
by QSA inventories. The sources and methods usethéocalculation of P.3 of the sectors
S.13, S.14 and S.15, are documented in the QNAntovies, available from the Eurostat
website for most full-reporting ASA countries

3.4.5 P.51 - Gross fixed capital formation

Definition and coverage

Gross fixed capital formation consists of residprdducers’ acquisitions, less disposals, of
fixed assets during a given period plus certainitolds to the value of non-produced assets
realised by the productive activity of producerimstitutional units. Fixed assets are tangible
or intangible assets produced as outputs from pses of production that are themselves
used repeatedly, or continuously, in processesadyction for more than one year.

The following types of gross fixed capital formatioay be distinguished:

- Acquisitions, less disposals, of tangible fixecetsgdwellings, other buildings and struc-
tures, machinery and equipment, cultivated assegs trees and livestock);

31



- Acquisitions, less disposals, of intangible fixexbeds (mineral exploration, computer
software, entertainment, literary or artistic ongls etc.);

- Major improvements to tangible non-produced assetgarticular those pertaining to
land (e.g. irrigation, prevention of erosion), tighuthe acquisition of non-produced as-
sets is not included;

- Costs associated with the transfers of ownershiprofiuced and non-produced assets
(e.g. transport and installation charges, relevdaés and taxes payable by the new
owner), though the acquisition of non-produced ts&senot included.

Time of recording

Gross fixed capital formation is recorded when twenership of the fixed assets is trans-
ferred to the institutional unit that intends tceukiem in production.

Modification to this general rule is needed in cate

- financial leasing (a change of ownership is theputed; assets are recorded as if the
user becomes the owner when he takes possesstmngdods);

- own-account fixed capital formation (recorded wipeaduced)
(ESA95 3.102-3.111)

Similarly to the transactions described above, msihtountries data on total economy and
S.13 are directly available from QNA and STPFSigtias. However, in most cases, QNA
data are not always available by industries, hilteraby types of assets. So, estimates have to
be made not only for S.11 and S.1M sectors, buSf@ as well in this case, unless direct
data from other sources are available.

So far only inCZ, FR, PL andUK estimation of P.51 is supported by direct datarcesi
The common approach again is based on the seatictse of last available year by indus-
tries/types of assets/types of investmeBE,(DE, DK, IE, EL, ES, IT, NL, AT, PT, FI,

SE) and respective QNA information. In some caseedtiquarterly data on housing con-
struction are separately availabBE IE, EL, NO), which are allocated directly to the sector
of households. Other private investments are akocto relevant sectors by means of annual
sector structure.

In IT, on the basis of annual information, weights afrekind of fixed asset in GFCF, and
thus a predominant asset, are defined for eaciuitishal sector. The quarterly pattern of the
predominant asset (issued from QNA) is applied 8AAo derive the total quarterly GFCF.
To respect the internal consistency of QSA andommy with QNA constraints, quarterly

discrepancies are attributed partly to S.11 antlyptr S.14 on the basis of the relative reli-
ability degree.

® URL: http://epp.eurostat.ec.europa.eu/portal/page/goatidnal accounts/methodology/quarterly accounts
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In EI, ASA P.51 estimates for S.11 and S.1M are allacadequarters using QNA quarterly
pattern estimated for total economy. For the recprrters, when annual data are not yet
available, estimates for last available year ateprlated by the Q/(Q-4) QNA change.

In CZ, QNA P.51 for total economy is compiled as a strseators by 6 types of assets (Pi6
classification of ESA95) on the basis of quartdnisiness statistics. This direct data source
covers units with more than 9 employees, and inébion on individual housing construction
by households. Estimates have to be added for mamyged units and conceptual adjustments
as major improvements and costs of ownership teand?.51 for non-surveyed smaller units
are performed by extrapolating annual accountgdgly changes in appropriate indicators
for medium sized enterprises, by changes in thebeurof employees for small enterprises
and by changes in investment price indices. Esaémfair S.15 are performed by extrapolating
annual accounts figures by changes in the numbemgpfoyees in the sector.

In PL, direct data on P.51 is supplied by quarterly sysvon the enterprises with more than
49 employees, quarterly housing construction dathsgmi-annual surveys for units with 10-
49 employees. Estimates have to be made for smalits or other not covered units using
short-term sales information of capital goods aathdn medium sized units combined with
annual information, as well as for non-observeeggiment activities.

In UK, direct data for P.51 compilation are suppliedjbgrterly statistical surveys that cover
production, construction, distribution and servigdustries, as well as by banking statistics
and administrative information. The direct quastethta is supplemented by estimates from
the commodity flow approach which results in anrovyed quarterly profile.

In ER, sector values for P.51 are as well provided byA@INd employed in QSA compilation
without any adjustments.

Thus, many countries produce their P.51 estimaiegdch sector but general government
using an indirect approach based mostly on the arsector structure. This method can be
considered sufficient taking into account minor ertance of investments in private sectors
other than S.11, as long as housing investmentsoo$eholds are treated separately on a
quarterly basis. Good practice in terms of accum@mysists in using annual sector structure
differentiated by types of relevant assets and/dustries.
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Table 7 - Summary of national sources and methwdB.51 estimation

Level of detail S.1 S.12 S.13 S.11 and S.1M
BE | Private, public and housQNA|As S.11 STPFZPrivate investments excl. housing allocated using
ing investments annual sector structure
CZ |Pi6 QNA|QNA STPFS QNA data by sectors based on quarterly statistjcal
surveys)
DK | AN_F6 classification QNAQNA STPFSS.1 - S.12 — S.13 allocated by industry/sector ma-
trix based on ASA and Q VAT-data
DE | Buildings, machinery |QNA|QNA STPFSS.1 — S.13 allocated using annual sector structlre
and equipment, other
assets
IE |AN_F6 classification |QNA|Annual STPFS S.11:residual. S.1Minvestment in dwellings
structure /agriculture from administrative and survey data.
EL |Pi6 QNA|As S.11 and | STPFS S.1 allocated by ASA sector structure, excl. hous-
S.1M ing (directly to S.1M)
ES |Pi6 QNA|Direct data | STPF5.1 — S.12 — S.13 allocated by annual sector struc-
ture
FR | AN_F6 classification QNAQNA STPFS QNA by sectors
IT |11 types of assets QNASame as STPFS ASA allocated by quarterly pattern of predominant
S.11/S.1M asset by sectors; discrepancies adjusted to S.11
and S.14
NL |119 industries QNAQNA STPFSS.1 - S.12 — S.13 allocated using annual sectar
structure by industries except S.15; S.15 extrapo-
lated using NACE 91-92 totals as indicator
AT |Rough breakdown by |QNA|As for S.11 |STPFSS.1 - S.13 allocated using annual sector structjre
asset types and S.1M by types of assets
PL | AN_F6 classification QNAAs for S.11 | STPFS Estimates by sectors mostly based on direct data
and S.1M
PT |Pi6 QNA|As for S.11 |STPFSS.1 — S.13 allocated using annual sector structure
and S.1M by products
Fl |5 types of assets QNAs for S.11 | STPFS ASA allocated by total QNA quarterly pattern
and S.1M
SE |22 industries, QNA|QNA STPFSS.1 - S.12 — S.13 allocated by ASA sector struc-
23 product groups ture
UK | 6 types of assets and 20QNA | QNA STPFS Direct data sources backed by commaodity flow
industries for the corpo- method
rate sectors
NO |44 industries QNA- - For S.1M onlyDirect data on individual construc-
tion + share of other investments from QNA by
annual key based on output + QNA estimate far
S.15
UK | 20 industries, QNA| QNA STPFS Direct data sources backed by commaodity flow
6 types of assets method
NO |44 industries QNA- - For S.1M onlyDirect data on individual construc-

tion + share of other investments from QNA by
annual key based on output + QNA estimate fq

S.15
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3.4.6 P.5N - Changes in inventories (P.52) and adsjtions less disposals of valuables
(P.53)

Definition and coverage

Changes in inventories are measured by the valdleeoéntries into inventories less the value
of withdrawals and the value of any recurrent I@ssegoods held in inventories.

Inventories consist of the following categoriesatemials and supplies, work-in-progress, fin-
ished goods, finished goods and goods for resale.

Valuables are non-financial goods that are not uggrtharily for production or consumption,
do not deteriorate (physically) over time under mai conditions and that are acquired and
held primarily as stores of value. Valuables encasspthe following types of goods:

- Precious stones and metals, such as diamonds, ooetary gold, platinum, silver, etc.;
- Antiques and other art objects, such as paintisgalptures, etc.;

- Other valuables, such as jewellery fashioned oyiretious stones and metals and col-
lectors items.

Time of recording

Changes in inventories should be valued at the Gfrentering the inventories (for goods en-
tering) or at the time of withdrawal (for goods drawn).

(ESA95 3.117-3.119; 3.125-3.126)

For the sector breakdown of P.5N, alongside therdtiansactions described above, the main
guarterly inputs are QNA data for total economy &1dPFS, whereas quarterly figures for the
other sectors are generally estimated using annfcamation, mostly allocating ASA figures
to quarters by econometric techniquB&( DE, EL, IT, EL) or applying sector structure of
last available year to QNA datBE, CZ (for P.53),DK, EL, NL, AT, NO).

Only in CZ andUK quarterly P.52 data by sectors are available f@gdA. In CZ the basis
for the estimation of changes in inventories (P.&&2) statistical surveys of big enterprises
providing information by types of inventories, esdites for smaller units and administrative
data on S.13. For acquisitions less disposals lofatées (P.53), no quarterly information is
available. Therefore annual S.1 figures are tenilyodegsaggregated using the Boot-Feibes-
Lisman method and allocated to sectors by annuattste.

In IE, P.5N of the household sector is obtained fronrtgug administrative data on changes
in agricultural trading stocks and stocks in ingtion storage. P.5N of non-financial corpo-
rations is obtained as residual item by subtracthegyamount of S.1M from that of S.1 re-
corded in QNA.

In BE, annual figures for S.12 and S.1M are smoothedwet the four quarters of the year,
by applying a linear trend. The residual is alledaio non-financial corporations.
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In IT, no systematic source on a quarterly basis forgpeesentation of the different dynam-
ics of the institutional sectors is available, Be guarterly estimation of changes in invento-
ries by institutional sector is based on QNA dakacl, after withdrawing STPFS, provide an

estimate for the whole private sector.

In El, ASA estimates for sectors other than S.13 aralgwbstributed to quarters by dividing

them by four. For the quarters of the current yadren annual data are not yet available,
QNA data for total economy are used to calculateQHQ-4) change of a transaction and ap-
plied at sectoral level.

Table 8 - Summary of national sources and methwdB.6N estimation

%]

al

Level of detail S.1 S.12 S.13 S.11 and S.1M
BE | Total QNA Same as | STPFS ASA data for S.1M smoothed over the quarters;
S.IM S.11=S.1-S.12-S.13 - S.1M (absorbs also
STPFS adjustments)

CZ | 4typesofin- | QNA QNA STPFS _P.52hy sectors from QNA (partly direct sourceg

ventories P.53:estimated by ASA structure

DK | Total QNA QNA STPFS As P.51

DE | ASA, 60 indus-| QNA QNA STPFS ASA smoothing

tries

IE Total ONA - - S.11=S.1 - S.1M. S.1Mguart. admin. data on
agricult. trading stocks and intervention storagg

EL | Total ONA As S.11 STPFS _P.525.1 allocated by ASA sector structure; an

and S.1M discrepancies with actual S.13 data adjusted in
S.11; P.53not estimated
ES | Total QNA Direct STPFS As P.51
Source
FR | 40 industries QNA QNA STPFS No information providsgparately on P.5N
IT Total QNA As S.11, | STPFS QNA is used as indicator
S.1M

NL | 119 industries | QNA QNA STPFS No info provided sapely on P.5N; P.5 treated
as total

AT | Total QNA As S.11, | STPFS S.1 — S.13 allocated using annual sectaibdist

S.1M tion keys; S.11 adjusted for statistical discrega

PL |3 size groups QNA Statistica] STPFS _P.525.1 — S.13 allocated by ASA structure tak

Business ing into account size groups of units; P.58ctor
Register allocation according to size groups.

PT | Total ONA - - _P.52allocated by ASA structure. P.53uart.
data on import of valuables allocated by ASA
structure

FI Total QNA QNA STPFS ASA data divided by 4 or estiethby Q/(Q-4)
change of QNA data; S.11 adjusted for statistiq
discrepancy

SE 10 industry- QNA - STPFS _P.52according to the industry-product combin

product com- tions; P.53all attributed to S.1M
binations

UK | 8industries, 3 | QNA QNA STPES _P.52Direct data sources backed by commodit

inventory types flow method;_P.53not clear

NO | 44 industries QNA - - No information provided segtaty on P.5N; as

P.51
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In PL, available information on changes of inventoriesT statistical surveys is used for the
compilation of estimates at the level of total emoy. At a later stage, distribution between
sectors S.11 and S.1M is performed on the bastata for different size groups of units,

supported by the long-term observations and arsbysthe share of each institutional sector
in total economy in annual periods.

Besides, this transaction is also used for inteba#éncing, be it to absorb the statistical dis-
crepancy on the expenditure sidel( IE, Fl) or vintage differences with STPFS data (for
S.13/P.3, S.13/P.51 and S.1/(D.21-D.31) in ordem#ontain consistency with GDP figure
published earlierBE). In some cases, these adjustments are biggeithkanitial value and
alter the sign of the initial P.5N estimate. Mengd adjustments also cause discrepancies
with QNA data on this indicator for individual cauies.

3.4.7 P.6 and P.7 — Exports and imports of goods @iservices

Exports and imports of goods and services consisansaction in goods and services (sales,
barter, gifts or grants) from residents to non-cksits / from non-residents to residents.

(ESA95 3.128-3.129)

Only total values of exports and imports are rezgfliiny the QSA regulation, the breakdown
into goods and services (P.61, P.62, P.71, P.129 loptional.

The estimation of values for exports and importga@dds and services is generally based on
the information provided by the Balance of Payme@isnsistency between QSA and BoP
data is an essential aspect of European QSA catmopijaas these two sources are combined
to consolidate the RoW accounts in European QSAebyoving intra-EA/EU flows. The
guarterly geographical breakdown of imports andoetepis provided only in BoP statistics.

However, inconsistencies between QSA and BoP ewtsriar P.6 and P.7 persist to different
extent in national inputs. This is partly due toceptual differences:

- In some countries quasi-transit trade is incluageBaoP but not in RoW,
- Exports and imports of FISIM are recorded in th&\Raccount of QSA, but not in BoP;

- Cross-border construction projects lasting less thi@e year and whose output contrib-
utes to gross fixed capital formation are treatedervices in BoP, but as property in-
come according to ESA95;

- Repairs are always recorded net and as servicBsR in RoW only ordinary mainte-
nance and repairs are recorded net as servicesy negirs are instead recorded gross
under goods.

Other discrepancies are caused by vintage diffeseand other adjustments introduced in the
balancing process by QNA or QSA compilers, for eglenin BE. NL reports that substantial
discrepancies, other than the ones caused by doategpasons, may be observed between
P.6 and P.7 of RoW and BoP in their countries.
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3.5  Compilation of generation of income/allocatiorf primary income transactions

3.5.1 D.1- Compensation of employees

Definition and coverage

Compensation of employees is defined as the tetatineration, in cash or in kind, payable
by an employer to an employee in return for workelby the latter during the accounting
period. Compensation of employees is broken doten in

- wages and salaries (D.11)
- employers' social contributions (D.12):
o employers' actual social contributions (D.121)
o employers' imputed social contributions (D.122)

Time of recording

Wages and salaries, employers' actual social cbations and employers' imputed social
contributions that represent the counterpart of paisory social benefits are recorded in the
period during which the work is done. Employerguted social contributions representing

the counterpart of voluntary social benefits areaeled at the time these benefits are pro-
vided.

(ESA 95 §§ 4.02, 4.12)

Similarly to the transactions in goods and servite®e major inputs to the estimation proc-
ess of D.1 by sectors are data from QNA, STPFSiandpst cases, BoP.

For the domestic sectors other than general goveammmany countrieDE, DK, EL, ES,
NL partly AT andNO) apply the same scheme as for goods and servaresattions (estima-
tion of missing sectors using annual sector stregtior D.1 estimates.

In AT, D.1 differentiated into 6 groups of industriep®vided by QNA. D.1/PAY for sec-
tors S.12 and S.15 is estimated using respect@®¥ D.1 data of “financial, real estate,
renting and business activities” and “other sendctvities” as indicators. The breakdown of
the remaining sum into non-financial corporatiomsl grivate households is based on the
ASA sector structure.

In NO, the share of D.1 paid by households is estimeteidectly on the basis of QNA in-
formation and annual sector shares calculated &onual data on output.

In other countriesBE, FR, FI) additional quarterly indicators can be used traty from
country to country.

- In BE, split between private sectors is made using gudgrinformation from National
Social Security Office (NSSO) as indicator. Thautessare adjusted for consistency with
corresponding annual figures. When annual datanareyet available, extrapolation of
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the corresponding quarter of previous year by tH€€3) evolution of quarterly NSSO
indicator is performed. For the very last quartenen detailed NSSO data are not yet
available, the indicator is prolonged on the basithe development of the D.1 paid by
total economy and the respective developments dijtutional sector observed in the re-
cent quartersA similar procedure is used FR.

In El, by contrast, S.1 is not taken from QNA, but cdetgbias sum of the sector esti-
mates, for which quarterly VAT data by sector asedias an indicator to split respective
ASA estimates to quarters or for the recent quattieicalculate the Q/(Q-4) change of a
transaction from the previous year.

IT, PT andUK make use of quarterly employment and averageragggmnformation.

In IT, the estimate of quarterly D.1 paid by instituabsectors is elaborated by disag-
gregating each component by applying an indirepr@gch, based on a (Chow-Lin) re-

gression model which involves annual informationl guarterly indicators. The model

specifies on per capita earnings by institutioraiter and by industry, for each compo-
nent of D.1 (D.11, D.12). Annual per capita vallbigssector and by industry are disag-
gregated on the basis of the infra-annual surveghamges in wages and other labour
costs. Average earnings per capita estimated thysare applied to quarterly labour in-

put in FTEU estimated by industries and institugilcsectors.

In UK, to estimate quarterly D.11 by sectors, interpotet and extrapolations of annual
data, based on employment numbers and averagengsrhy industry and comple-
mented by survey data whenever available, areechaut. Aggregate D.12 figures, esti-
mated on the basis of administrative records, Boeaded to sectors by estimated wage
bill.

CZ, IE andPL base their estimates on infra-annual statistigaleys providing some infor-

mation on wages and salaries.

In CZ, direct information is available from quarterhatsstical surveys to which concep-
tual adjustments (wages in kind, envelope saladesived from annual estimates are
added. Employers' social contributions are estithatea percentage of surveyed wages
being cross-checked with the time-adjusted infoionafrom the side of recipients of so-
cial contributions. Quarterly imputed social coptiions are derived on the basis of an-
nual ratios of these contributions to wages analris.

In IE, labour costs per hour worked, obtained from tharigrly Earnings, Hours and
Employment Costs Survey, are extrapolated by empboy figures obtained from the
Quarterly National Housing Survey, the data sowfcefficial measures of employment
and unemployment. The by that way calculated cosguen of employees is broken
down to sectors using an allocation key distingaighl4 industries. Any discrepancy
with STPFS data concerning S.13 is adjusted in S.1M
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Table 9 - Summary of national sources and methmdd flL estimation

No. of USE RES USE
indu- & RES
stries| S.1 S.12 S.13 S.11 and S.1M S.IM(=§}1) S2
BE | Total | QNA | As S.11|STPFSS.1 — S.13 allocated by quarterly indicatgr QNA
S.1M based on social security data; extrapolatipn
for recent quarters
CzZ| 60 |QNA | As S.11|STPFSQNA data by sector based on quarterly sur- QNA
S.1M veys; conceptual adjustments based on ASA estimates
from BoP
DK | 67 |QNA | QNA STPF$S.1 — S.12 — S.13 allocated by industry- BoP
sector matrix based on ASA
DE| 60 |QNA | QNA STPF$S.1 — S.12 — S.13 allocated using ASA sec- BoP
tor structure
IE 14 | Sum |As S.11,|STPFS Industry-level survey data; discrepancy with BoP
of S.1M actual S.13 adjusted in S.1M
sectorg
EL| 17 |QNA |AsS.11|STPFSS.1 allocated by ASA sector structure; digD-1/PAY/S.1/Bop
S.1M crepancies with actual S.13 adjusted in §.11
ES | Total | QNA | Direct |[STPFSS.1-S.12 — S.13 allocated using annual + BoP
source sector structure
FR| 16 |QNA | AsS.11| STPFS.1lestimates based on social security ir D.1/PAYIS.2[Bop
formation by industries; S.1Mmoothed
over quarters -
IT 32 | QNA | As S.11|STPFS Estimated on the basis of quarterly labour BoP
S.1M input by sectors and industries and D.11 D.1/REC/S.2
D.12 per-capita estimates based on annual
industry-sector profile
NL | 119 | QNA | QNA STPF$S.1 - S.12 — S.13 allocated using annual Estimates
sector structure
AT 6 |QNA |AsS.15| STPFSS.15 ASA disaggregated on the basis of P.1 BoP
development in respective industry; residual
split between S.11 and S.14 estimated on
the basis of ASA structure
PL 6 |OQONA |AsS.11| STPFS.11estimates for medium sized units based BoP
on infra-annual surveys; S.Ektimates for
small units obtained from ASA divided by
4; S.1Mderived from quarterly indices of
total economy wages and salaries
PT | Total | QNA | QNA STPF$Estimated using employment by sectors and BoP
average wages; discrepancies with QNA
allocated by ASA structure
FI 132 | Sum |As S.11,|STPFS ASA data distributed to quarters or esti- BoP
of sec-|S.1M mated by Q/(Q-4) change of quarterly VAT
tors data by sectors
SE| 52 |QNA | QNA STPFS$ASA disaggregated or extrapolated by BoP
monthly survey data on wages and salaries
payable by sectors
UK| 21 |QNA | QNA STPFS$ASA data distributed to quarters on the bga- ONS quar-
sis of employment and average earnings terly sur-
information vey data
NO| 44 |QNA |- - S.14QNA figures allocated by annual BoP

structure of output; S.18)NA figures for

respective industries
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- In PL, data for large and medium-sized corporations estimated on the basis of
monthly, quarterly and semi-annual statistical eysv D.1 paid by small units with less
than 10 employees is estimated by dividing annatd 8y four. D.1 paid by sector S.1M
is estimated on the basis of quarterly indices aj&s and salaries in national economy.

Not all countries rely on BoP data on compensatibemployees paid to and received from
the RoW. The following countries make separataresis using alternative data sources:

- In CZ, administrative information (e.g. registration,nw@ermits) on active non-resident
population is used for QNA estimates, which aretaéver by BoP compilers;

- BE uses QNA figures where adjustment may be introdlasecompared to BoP data;

- NL makes estimates on the basis of survey data omewaf cross-border workers, av-
erage wages and social security costs, as wellrasahincome panel survey.

3.5.2 D.2 - Taxes on production and imports

Definition and coverage

Taxes on production and imports consist of compylsanrequited payments, in cash or in
kind, which are levied by general government otHgyInstitutions of the European Union in
respect of the production and importation of goadsl services, the employment of labour,
the ownership or use of land, buildings or othesets used in production. These taxes are
payable whether or not profits are made.

Taxes on production and imports are divided into:
- taxes on products (D.21)
- other taxes on production (D.29).

Time of recording

Taxes recorded in the accounts may be derived fvaonsources: amounts evidenced by as-
sessments and declarations or cash receipts.

(@) If assessments and declarations are used, theuats shall be adjusted by a coefficient

reflecting assessed and declared amounts nevexated. As an alternative treatment, a capi-

tal transfer, to the relevant sectors could be reeal equal to the same adjustment. The coef-
ficients shall be estimated on the basis of pagereance and current expectations in respect
of assessed and declared amounts never collectey. §hall be specific to different types of

taxes.

(b) If cash receipts are used, they shall be timgisted so that the cash is attributed when
the activity took place to generate the tax liahiliThis adjustment may be based on the aver-
age time difference between the activity and casheceipt.

(ESA 95 8§ 4.14- 4.15, 4.27)
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D.21 — Taxes on products

Definition and coverage

Taxes on products are taxes that are payable pdrairsome good or service produced or
transacted. The tax may be a specific amount ofesnper unit of quantity of a good or ser-
vice, or it may be calculated ad valorem as a dptipercentage of the price per unit or
value of the goods and services produced or tralesac

Taxes on products include value-added type taxesstand duties on imports and other
taxes as excise duties and consumption taxes,verraxes, export duties etc.

The taxes on production and imports paid to thdituitons of the European Union include
taxes collected by national governments on beHat® Institutions of the European Union,
namely:

- receipts from the Common Agricultural Policy;

- receipts from trade with third countries: customgiés levied on the basis of the Inte-
grated Tariff of the European Union (TARIC);

- receipts from VAT in each Member State.

Taxes on products are recorded as resources irgtiuels and services account of the total
economy.

(ESA 95 8§ 4.15- 4.20, 4.25, 4.29).

As taxes on products are recorded for total econonhy, respective data from general gov-
ernment accounts can be used directly if split betwD.21 and D.29, not provided by
STPFS, is available. In most cases detailed infoaman tax receipts in cash is provided by
Ministry of Finance both for general government &td, which is adjusted to accrual basis
where necessary.

The value of taxes on products paid to EU as resxbrd sector accounts might differ from
the respective BoP figure due to different recagdues. As it has been mentioned in section
3.5.7, according to GNI committee guidance on tieatiment of EU own resource flows,
value of taxes on products paid to EU institutishsuld include of the reimbursements of
collection costs (25 % of custom duties and sugaes), since these are accounted as export
of services to EU. In BoP however, taxes paid dmabeof EU may be recorded as current
transfers on cash basis, i.e. net of collectionscos

Taxes on products reported in QSA may be diffefem QNA figures due to alignments to
STPFES data which are more up to date.

D.29 — Other taxes on production

Definition and coverage

Other taxes on production consist of all taxes #aerprises incur as a result of engaging in
production, independently of the quantity or vadfi¢he goods and services produced or sold.
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They may be payable on the land, fixed assetsbmulaemployed in the production process
or on certain activities or transactions. Other ¢égxon production include in particular:

- taxes on the ownership or use of land, buildingsotber structures utilised by enter-
prises in production (including owner-occupiersdefellings);

- taxes on the use of fixed assets (vehicles, maghieguipment) for purposes of produc-
tion;
- taxes on the total wage bill and payroll taxes;

- taxes on international transactions (travel abro&ateign remittances, or similar trans-
actions with non-residents) for purposes of proaurct

- taxes paid by enterprises in order to obtain bussnand professional licences if those li-
cences are being granted automatically on paymetiteoamounts due;

- taxes on pollution (emission or discharge into @mvironment of harmful substances)
resulting from production activities;

- under-compensation of VAT resulting from the fitersystem, frequently found in agri-
culture.

(ESA 95 §§ 4.22- 4.23)

General government is the only domestic sectorectitlg other taxes on production. Thus,
data on uses and resources for total economy cabtaged from QGGA or STPFS, based
on administrative information.

Several countries use detailed information by typtaxes, which enables partially direct al-
location of tax data to single paying sectBZ(IT, AT, SE, ES).

In cases where such detailed information is nogéssible, not used, or where several sectors
are covered by particular tax obligation, the follog approaches are followed by countries
to estimate the amount of other taxes on produgteaid by institutional sectors other than
S.13 (and S.12 wherever available):

- QNA allocation by sector structure of the lastimde year CZ, IE, EL, NL, AT,
DK);

- Disaggregation or extrapolation by the estimatedriguly structure of related transac-
tions/indicators DE, 1T, FR, PL, SE, UK, NO);

- ASA smoothing by linear trend or equal distributmmASA estimates over quarteBHE,
El PT).

43



Table 10 - Summary of national sources and metfmd3.29/PAY estimation

No. of
industries S S.12 S.13 S.11 and S.1M
BE | Total QGGA As S.1M - S.1MASA data smoothed over the quarters.
S.11:residual
CzZ | Total Accrual data As S.1M STPFS| S.1- S.13 allocated using ASA sesttacture
from Ministry or directly depending on type of tax
of Finance
DK | 67 QNA OQONA QNA S.1-S.12 — S.13 allocated usirdustry-sector
matrix based on ASA and quarterly VAT data
DE | 60 QNA QNA STPES | Allocated pro rata to quarterlyput by sectors
IE 31 STPFS As S.11, | STPFS | Allocated to sectors using outturn of previou
S.1M year as weights
EL 17 QNA As S.11, | STPFS | S.1 allocated by ASA sector structure; dgscre
S.1M ancies with actual S.13 data adjusted in S.11
ES | Total QGGA Direct STPFS | S.1-S.12 - S.13 allocated by annual steucty
source
FR | 6 sectors QGGA As S.11,| STPFS | Econometric estimation based on total reseig
S.1M according to S.13
IT 32 QNA As S.11, | STPFS | QNA data allocated to sectors using estimate
S.1M quarterly structure of B1g, D1 or labour input,
depending on type of relevant taxes
NL 119 QNA QNA STPFS| S.1-S.12 - S.13 allocatedguai®A sector
structure
AT | 23types | QGGA As S.15 STPFS| __S.1ASA disaggregated with D.29/S.13/REC
of taxes as indicator. S.11 + S.1taxes of different type
allocated directly or using D.1/PAY as indicatd
PL Total QGGA Mostly STPFS | Derived from changes in output
direct
data
PT By type ASA smooth- | As S.11, | STPFS | S.13 counterpart data
of tax ing S.1IM
FI Total QGGA - STPFS| _S.1MASA data divided by 4. S.1tesidual
SE | By type QGGA QGGA STPFS S.1Mayroll tax allocated using estimated
of tax wages by sector and legal tax rates; direct dat
on property tax. S.1¥esidual
UK | Bytype QGGA QGGA STPFS| ASA extrapolation
of tax
NO | 44 QNA - - S.14estimated using annual output structure

(S.141) or extrapolated by QNA development
NACE 70 (imputed dwelling services). S.15:
QNA data for respective industries
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3.5.3 D.3 - Subsidies

Definition and coverage

Subsidies are current unrequited payments whicleigérgovernment or the Institutions of
the European Union make to resident producers théhobjective of influencing their levels
of production, their prices or the remunerationtloé factors of production.

Other non-market producers can receive other subsidn production only if those payments
depend on general regulations applicable to madmd non-market producers as well. By
convention, subsidies on products are not recoatedther non-market output (P.13).

Subsidies granted by the Institutions of the Euaop&nion cover only current transfers
made directly by them to resident producer units.

Subsidies are classified into:
- subsidies on products (D.31);
- other subsidies on production (D.39).

Time of recording

Subsidies are recorded when the transaction oréhent (production, sale, import, etc.)
which gives rise to the subsidy occurs.

(ESA95 8§ 4.30-4.32, §84.39)

According to Eurostat decision on the treatmerttarisfers from the EU budget to the Mem-
ber State¥ in national accounts, in the case where the fieakficiary of a transfer from the
EU budget is not a government unit (for examplaraner receiving agricultural subsidies),
and the government advances payments to the femdfiziary, the government must be con-
sidered as acting “on behalf’ of the EU. The transfetween government and the final bene-
ficiary must be recorded as an expenditure of thebEdget and as revenue of final benefici-
ary to avoid any impact on the government deficgurplus.

As a counterpart of the advanced cash transfear@emporary financial transaction will be
recorded as a liability of the EU to the generalegament, which will be cancelled once the
payment of the EU to government will be done.

In the case where the final beneficiary is a gowemt unit, the time of recording of the trans-
fer by the EU to government shall be the time wtlengovernment unit makes the expendi-
ture, as government will be reimbursed by the Ely after having made the expenditure and
sent the relevant documents for reimbursement. éfbier there is no temporary impact on
government deficit.

1% Eurostat decision on deficit and debt 22/2005%F&bruary 2005: "The treatment of transfers frobenEU
budget to the Member States"
http://epp.eurostat.ec.europa.eu/portal/page/pooeernment_finance_statistics/methodology/decsifor_G
FS
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However in BoP, EU transfers may be recorded asestitransfers on cash basis when the
EU payment is actually made, thus creating a dissrey between QSA and BoP.

D.31 — Subsidies on products

Definition and coverage

Subsidies on products are subsidies payable pdrafr good or service produced or im-

ported. The subsidy may be a specific amount oegnper unit of quantity of a good or ser-

vice, or it may be calculated ad valorem as a dpEtipercentage of the price per unit. A

subsidy may also be calculated as the differende/d®mn a specified target price and the
market price actually paid by a buyer. A subsidyagoroduct usually becomes payable when
the good is produced, sold or imported.

Subsidies on products are recorded as negativeuress in the goods and services account
of the total economy. This enables the resourcgeads and services to be balanced with the
uses.

(ESA95 §8§ 4.33, 4.40).

As subsidies on products received are recorded ainilge level of total economy, their esti-
mation relies on the data on the paying sectofis3 8nd S.2. Direct data on subsidies payable
by the government are normally available from theggnment statistics.

For the estimation of subsidies payable from theldtidget, most countries make use of in-
formation provided by general government or of &addal quarterly administrative data bro-
ken down by type of subsidy, as provided by theisdig of Finance and organisations man-
aging EU funds. Only two countries use a simplifgdcedure at quarterly level: Fi, ASA
estimates are simply divided by four; KR, annual forecast data provided by Ministry of
Economic Affaires are smoothed over quarters.

D.39 — Other subsidies on production

Definition and coverage

Other subsidies on production consist of subsidiesept subsidies on products which resi-
dent producer units may receive as a consequeneag#ging in production. This heading
includes in particular:

- subsidies on payroll or work force (e.g. on the Eyment of particular types of persons
such as physically handicapped or long-term uneggad

- subsidies to reduce pollution;

- grants for interest relief made to resident, proeiuanits, even when they are intended to
encourage capital formation;

- over-compensation of VAT resulting from the flaeraystem, frequently found in agri-
culture.
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(ESA95 §§ 4.36-4.37)

Two institutional sectors are involved into allangt subsidies to domestic sectors: general
government and RoW (EU institutions).

In CZ, DE, PL, PT, SEandUK direct quarterly administrative information by &pf subsi-
dies and by counterpart sectors is obtained frarMmistry of Finance or other relevant pub-
lic authorities (e.g. National Financial Managemaathority in SE), which also provides the
distribution between government and EU payments. [Ekel of detail in source data allows
allocation by recipient sectors either directlyusing certain assumptions.

Other countries use simplified procedures to edgnsubsidies received by sectors S.11,
S.1M and in some cases also S.12:

- QNA allocation by ASA structure of the transact{@K, IE, EL, AT, NL);

- Disaggregation or extrapolation by the structureetdted transactiongl{ andNO);

- BE, FR smoothes ASA figures over quarters or projecta fiat quarters of the current
year using linear trend; iRl annual estimates are divided by four. (Figure fitbm pre-
vious year is used to estimate values for the quadf the current year.)

In STPFS table 25, only total subsidies (D.3) gaidgovernment should be reported. Details
on breakdown of this total amount to subsidies mdpcts and subsidies on production are
not always available to QSA compilers. In this caseghted share of respective ASA infor-

mation may be used to achieve this sgiit) (or residual calculation using available data on
D.3, D.21, D.31, and D.39 paid and received by BU)( In most cases general government
accounts provide information on subsidies breakddetween subsidies on products and
subsidies on production both for general governraadtEU.

47



Table 11 - Summary of national sources and metfmds.39 estimation

Level of USE RES
detall S.13(=S.1) S.2 S.1 S.12 S.13 S.11 and S.1M
BE |Total QGGA QGGA S.1+S.2, |AsS.AIM |0 S.1IMASA data
uses side smoothed over quarters
S.11:residual
CZ |Budgetary |QGGA QGGA S.1+S.2, |AsS.11, |STPFSAllocated to recipient
classification uses side S.1M sectors using detailed
data by types of subsidies
available from quatrt.
admin. sources
DK |67 industrieg QNA BoP QNA ONA QONA | S.1-S.12-S.13 allo-
cated using industry-
sector matrix based on
ASA and quart. VAT
data
DE | Budgetary |Quarterly Quarterly S.1+8S.2, As S.11, |STPFS Allocated to recipient
classifi- administrative administrative uses side S.1M sectors using detailed
cation data data quart. admin. data by
type of subsidy
IE |31 STPFS BoP, D.3 sp|iSTPFS As S.11,| STPFS Allocated to sectors using
up acc. to S.1M previous year sector
shares in structure
prev. year
EL (17 QGGA S.1/REC QNA As S.11, | STPFYS.1 allocated by ASA
— S.13/PAY S.1M sector structure; discrepr
ancies with actual S.13
adjusted in S.11
ES | Total QGGA Span. Ag- |S.1+S.2, |N/A - Allocated to sectors using
ricult. Gua- |uses side annual structure
rantee Fund
FR |16 Smoothed | Smoothed Sum of sec- | Smoothed STPFS Annual forecast of Econ
annual fore- |annual fore- |tors annual Ministry smoothed over
cast cast forecast quarters
IT |32 STPFS QNA S.1+S.2, [AsS.11, |STPFSAllocated to sectors pro
uses side S.1M rata to estimated quar-
terly structure of B.1g by
industries
NL [119 QGGA Quarterly QNA QNA STPFSS.1 -S.12 - S.13 allo-
admin. data cated using ASA sector
structure
AT | Total S.1/REC BoP D.3/PAY/S.13As S.11, |STPFS S.1 — S.13 allocated using
— S.2/PAY + S.1M ASA sector structure
D.3/PAY/S.2
D.31/REC/S.1
PL |Budgetary |QGGA QGGA S.1+S.2, |Direct STPFS Allocated to recipient
classification uses side data sectors using detailed
quart. admin. data by
type of subsidy
PT |Budgetary |QGGA QGGAby |S.1+S.2, As S.11, |STPFS QGGA counterpart info
classifica- subsidy type | uses side S.1M by sectors; allocation to
tion recipient sectors by type
of subsidies acc. to budg-
etary class.
Fl |Total ASA share of Same as S.1+ S.2 usesAs S.1M | STPF$S.1M: ASA data divided
D.3in STPFSS.1M side by 4. S.11residual
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SE | Total econ- | QGGA QGGA S.1+8S.2, QGGA |STPFSS.1M:direct info from

omy uses side data ad-min. sources. S.11:
residual
UK | Type of sub{ QGGA QGGA S1+S.2, |0 STPF$Direct information from
sidy uses side administrative sources
NO | 44 industrieg QNA, QGGA |BoP S.1+S.2, - - S.14:estimated using
uses side annual output structure

(S.141) or extrapol. by
QNA development in
housing subsidies. S.15
QNA data for respective
industries

3.6  Compilation of property income transactions

3.6.1 D.41 - Interests

Definition and coverage

Under the terms of the financial instrument agrbéetiveen them, interest is the amount that
the debtor becomes liable to pay to the credit@ravgiven period of time without reducing
the amount of principal outstanding.

This form of property income is receivable by thwmers of certain kinds of financial assets:

deposits (AF.2);

securities other than shares (AF.3);

loans (AF.4);

other accounts receivable (AF.7).

The interest receivable and payable on deposiemdand accounts receivable and payable
(assets and liabilities) is determined by applyihg relevant rate of interest to the principal
outstanding at each point of time throughout theocamting period.

Time of recording

Interest is recorded on an accrual basis: thatas, accruing continuously over time to the
creditor on the amount of principal outstandingeTihterest accruing in each accounting pe-
riod must be recorded whether or not it is actugliid or added to the principal outstanding.
When it is not actually paid, the increase in thmg@pal must also be recorded in the Finan-
cial Account as a further acquisition of that kindl financial asset by the creditor and an
equal acquisition of a liability by the debtor.

Interest is to be recorded before the deductioanyf taxes levied on it. Interest received and
paid is always recorded inclusive of grants foremast relief, even if those grants are directly
paid to financial institutions and not to the beoigfries.
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The actual payments or receipts of interest toremffinancial intermediaries need to be ad-
justed for the value of the services provided hgiricial intermediaries (FISIM) being allo-
cated among different customers. The amounts effesit paid by borrowers to financial in-
termediaries must be reduced by the estimated satdiethe charges payable, while the
amounts of interest receivable by depositors massimilarly increased. The values of the
charges are treated as payments for services rendby financial intermediaries to their
customers and not as payments of interest.

(ESA95 §§ 4.42-4.51)

Most of the countries compile quarterly gross ieserflows using detailed information on
stocks of assets and liabilities of interest-begimstruments by institutional sectors (quar-
terly financial accounts — QFA) multiplied with pestive detailed data on interest rates
available from QFA, EMU interest rates statistiosl @ther short-term statistical information
on financial markets. Available information is ongged and balanced by means of a matrix.
Resulting estimates of interest flows are aligndth wata on actual interest payments and re-
ceipts, whenever available. Actual data on inteflests at quarterly level can be obtained
from QGGA, BoP interest data and quarterly accognstatements or surveys of financial
institutions (mainly banksAT has also at its disposal quarterly informatiorseaurities in-
terest flows by sectors provided by NCB securititzgabase. The aforementioned data
sources, however, may contain only partial infororabn transactions partners who are then
defined using the procedure referred above. Thihadeis broadly followed bBE (starting
from year 2003)DE, DK, IT, ES, AT, UK, NO (for the latter only sector S.1M).

For the latest quarters in many cases simplifiegn@sion procedures may be applied due to
the limited availability of necessary detailed datalerlying estimation of interest. BE for

all cells of the interest matrix the amount of #iequarter of the last definitive year is ex-
trapolated with an indicator based on the evolutibrelevant outstanding amounts and inter-
est rates. IIES interest figures for the latest quarter are base®@FA of previous quarter,
which are subsequently revised when relevant QRA dacomes available at later stade.
uses for last quarter estimates provisional QFAlskte on loans and deposits of banks used
for quarterly estimates of FISIM, NCB monthly satias statistics and counterpart structures
based on previous quarter QSA.

EL has at its disposal quarterly data only on stafkeans and deposits of credit institutions

and on respective interest rates. Resulting estgnat loans and deposits interest flows are
used as an indicator to disaggregate annual figorgsarters or to produce estimates for the
qguarters of current year by the extrapolation. Tdpproach relies on the assumption that
flows related to other interest-bearing instrumemd other financial corporations follow the

same quarterly development. Quarterly interest daf13 and S.2 are allocated to counter-
part sectors by annual sector structure.

A similar approach is used T, FI andSE for interest flow estimates by sectors, using es-
timated or actual data on interest flows on S.1&h¢$ and depositSE as well disposes of
data on quarterly interest flows of other finanaratitutions (except S.124) from Financial
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Supervisory Authority and some counterpart detailsS.13 flows from National Debt Office
(on bonds issued) and National Board of Student Aid

CZ, IE andPL_can mostly use direct information on quarterly iest flows coming from
NSI surveys (for S.11 in PL), data from NCB surveydinancial institutions or financial su-
pervisory authorities (e.g. annual information amafncial leasing interests provided by the
Association of Leasing Corporations in CZ).

ER is the only country that does not use any quariaterest-related information (except for
interests paid by S.13) and disaggregates ASA astsrto quarters by smoothing techniques.

Table 12 - Summary of national sources and metfwd3.41* estimation

USE / RES
S.11 | S.12 S.13 S.1M S.2
BE | Before 2003ASA smoothing by linear trend; QGGA Before 2003Residual |as S.11,
After 2003 ASA based on sum of quarterly estimatges; (S.1 estimated by ASA S.12
interest matrixes built up allocating quarterlyaor smoothing);
nual interest flows from S.12 subsectors by countegr After 2003 as S.11,
parts using data on stocks of assets / liabillie - S.12;
struments and respective interest rates; Latest guarters as
Latest quartersextrapolation based on evolution of] S.11
stocks and interest rates
CZ | Quarterly survey of NCB on interest flows on loansQGGA Quarterly survey of |BoP
deposits, securities, accounts receivable by sector NCB on interest flows
Interests on financial leasing paid available frguar- on loans, deposits by
terly NSI surveys of S.11 and S.12 units. Interests sectors + indirect esti-
received on financial leasing estimated on theshafs mates of fin. leasing
annual data of Association of Leasing Corporations. interests paid + adjust/
ments on interest relief
grants for young cou-
ples
DK | Mainly annual data on |FISIM-adjusted ASA data| QGGA ASA adjusted data BoP
D.41 from statistical surtdisaggregated by indica- (based on tax-
veys, corrected for non- tors; for S.121, S.123, deductible interest from
coverage; FISIM- S.125 indicator is based gn tax authorities) disag-
adjusted ASA allocated | QFA stocks data of interest gregated or extrapolated
to quarters using bearing instruments and by indicator (QFA data
D.41/REC/S.122 as indi-respective interest rates, on S.1M); stocks of
cator FISIM adjusted; for S.122 interest bearing instru-
and S.124 indicator is in- ments multiplied by
terest data from financial respective interest rates,
supervisory authority, FISIM adjusted).
FISIM adjusted. D.41/REC estimated
from stocks of depositg
and bonds held by
S.1M and respective
interest rates
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USE / RES

S.11 S.12 S.13 S.1M S.2

DE | D.41 estimated using |As S.11, except for S.121| QGGA, coun{As S.11 BoP with
stocks matrices of inter{ (estimated from annual |terparts de- some
est bearing instruments| profit-loss account and  |fined by cal- counterpart
by sectors from QFA andlisaggregated to quarters)culation of detail
other NCB data and re-|and S.125 (actual quarter|yther sectors
spective interest rates, | accounting data on inter-
aligned with actual data| ests paid / received by
on interest flows when- | transaction partners).
ever available

IE | Sum of interest reported Sum of interest reported iNSTPFS Administrative dataa. | BoP
in BoP surveys or adminBoP and NCB surveys or from NCB and NSI
istrative data administrative data (agricultural division)

EL | Matrix balancing based | Extrapolation by evolution QGGA, an- |Matrix balancing basedBoP, an-
on counterparts informa-of quarterly interests on | nual structure on counterparts infor- | nual struc-
tion loans and deposits (basedby counter- | mation ture by

on stocks and interest ratepart sectors counterpart
data by counterpart sectors) sectors

ES | D.41 by sector compiled Same as S.11, aligned witlQGGA As S.11 BoP
on the basis of sector |S.12 quarterly data on ac-
matrixes on average |tual total payments / re-
stocks of assets / liabili-| ceipts of interests; mainly
ties by financial instru- | direct sources
ments (from QFA) and
quarterly data on interest
rates; for the latest quan-
ter asset / liabilities ma-
trices of previous quarter
used

FR | ASA smoothing; S.12/REC estimated as a residua| Bid¥: Sum of smoothed serieASA

partly QGGA |of S.14 and S.15 smoothing
REC side:

ASA smooth-

ing

IT |D.41 estimated from QFA data on stocks of assets QGGA As S.11, S.12 QNA
liabilities by instrument and counterpart sector,
monthly statistics on financial stocks and interest
rates. Provisional calculations for the latest tprar
when QFA not yet available

NL | Quarterly survey data Quarterly statements / SQYGSGA S.14D.41/PAY/REC |BoP; ad-

veys on interests flows for extrapolated by devel- | justed by
S.121, S.122, investment opments in interest rat¢balancing
funds (S.123) and S.125; by type of interest bear-
estimates based on stocks ing instrument;_S.15:
and interests rates data far ASA extrapolation and
rest of S.123 and for S.124 disaggregation by

Denton techniques. Est

timates adjusted by

counterpart data

AT |Interest on loans / deposits estimated from QFA |QGGA As S.11, S.12 BoP
stocks data by sector and MFI interest rates Htajs
direct data on securities interests by sectorsriaink
and S.121 flows; S.12/REC adjusted by balancing

PL | Quarterly or semi-annualQuarterly reports of NCB | QGGA Quarterly reports of |BoP

survey data on S.11 uni

tand commercial banks

NCB and commercial
banks
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USE / RES
S.11 S.12 S.13 S.1M S.2
PT | ASA disaggregation by | ASA disaggregation / ex- | QGGA ASA disaggregation byBoP
estimated interests on |trapolation aligned with estimated interests on
loans / deposits (based | S.122 quarterly data on loans / deposits (based
on S.11 stock data and | actual total payments / re- on S.1M stock data and
interest rates); S.11 andceipts of interests interest rates); S.11 and
S.1M/REC adjusted by S.1M/REC adjusted by
balancing balancing
FI |S.11/PAY:ASA disag- |ASA disaggregation/ex- |STPFS for |NCB data on S.1M in-|BoP
gregation / extrapolationtrapolation by total S.122 | D.41/PAY; |terest payments; ASA
by total S.122 interest |interest flows on loans/ |estimate for |disaggregation / ex-
receipts on loans as quadeposits as quarterly indi- D.41/REC  |trapolation by S.1M
terly indicator. cator based on interest receipts on de
S.11/RECresidual S.122 data |posits from S.122 as
quarterly indicator
SE | S.11/PAY:residual. Direct data for S.122, QGGA Quarterly indicator BoP
S.11/RECquarterly in- |S.123, S.125; ASA divided compiled using MFI
dicator compiled using |by 4 for S.124 statistics on S.1M loans
MFI data on S.11 inter- / deposits stocks (by
est-bearing stocks and sector), relevant interest
average interest rates rates, QGGA data on
student loans and bongs
holdings interests.
UK |Estimated from stock off As S.11 As S.11; Same as S.11 As S.11
interest-bearing instru- aligned with
ments by sectors and D.41 from
respective interest rates; QGGA
aligned with actual quart
terly D.41 flows wher-
ever available
NO |- - - Estimates based on |-
QFA stocks and
monthly interest rate
data

1) gross, if not mentioned otherwise.

3.6.2 D.42 - Distributed income of corporations

D.421 — Dividends

Definition and coverage

Dividends are a form of property income receivedyers of shares to which they become
entitled as a result of placing funds at the digpasf corporations. The heading also in-

cludes:

Shares issued to shareholders in payment of thdetd for the financial yeartdow-
ever, issues of bonus shares which represent tpigatiaation of own funds in the form

of reserves and undistributed profits and give ts@ew shares to shareholders in pro-

portion for their holdings are not included;
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- Dividends received by mutual funds, which are amsxigto shareholders from the in-
vestments they have made, and which are assigrsfthteholders, even if they are capi-
talised. It excludes holding gains or losses omrftial instruments belonging to unit
trusts, which are not recorded as property income;

- The income paid to general government by publiergnises which are recognised as
independent legal entities though not formally ¢ibuted as corporate enterprises.

Time of recording

Dividends should be recorded at the time they aretd be paid as determined by the corpo-
ration.

(ESA 95,88 4.53-55).

A variety of data sources and methodological apgrea dependent on data availability are
applied by the Member States to estimate intrigsiarterly pattern of distributed income of

corporations, which is largely determined by divide (D.421). Pre-existing inputs from

other statistical domains to the dividends estiomafprocess are limited to dividend receipts
by sector S.13 based on QGGA (often with informratim counterparts) and flows from and
to RoW according to BoP. All inputs are subsequyebdlanced by means of who-to-whom
matrix.

In BE, the quarterly pattern of dividends is determineadthe basis of the date of the annual
general meeting of shareholders and data on did&lpayable, both available in companies’
annual accounting reports. For the latest quarsersd hoc methodology has been developed,
according to which projection of annual dividendsriade on the basis of relation, observed
over several accounting periods for 6 industry gepibetween operating surplus of year t-1
and dividends declared in year t. Then this anastinate is allocated to quarters on the basis
of the quarterly pattern of the latest availablewsal data. D.421 received by the total econ-
omy are allocated to the domestic sectors protoatae amounts received on annual basis,
excl. S.13 and "black" dividends (i.e. withdrawéilsm non-observed incomes), for which
separate quarterly estimates are available.

Only BE and CZ reported that they estimate withdrawals from nbeewved activities of
non-financial corporations. IBE this type of withdrawals is recorded as "blackiadinds”,
which are entirely imputed to the benefit of houddh (S.14). "Black dividends" are the part
of the non-observed value added that is not patdirothe form of "envelope" salaries to
households. Since the value added out of whictckbiividends” are paid is realised entirely
by non-financial corporations, the quarterly pattef dividends paid by S.11 is applied by
BE in order to determine the quarterly pattern latk dividends received by households. In
CZ quarterly estimate of B.2G from deliberate misrépg is assumed to be withdrawn by
the households sector.

In DE, dividends paid by corporations are not directlyorded either on the payments side or
(with the exception of general government) on tbeeipts side. An indirect calculation is
made, by dividing the time-adjusted revenue frompiteh gains tax by the current tax rate of
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20%, and this figure is used to determine the assewst basis for this tax. To this are added:
the value of dividends paid to the rest of the @dds shown in the balance of payments);
profits transferred by subsidiary companies; tlowme of theBundesbankwhich is paid into
the Federal treasury, and dividends paid by investnfunds. A breakdown of distributed
dividends by sectors S.11 and S.12 is based onahimformation and estimations. The re-
ceipts side contains private households and invadtriunds. Dividends received by private
households from German-based companies are defrimedincome tax statistics. Since the
results are available after a considerable timaydedstimates for the intervening years can
only be extrapolated by reference to the geneegidiras reflected in the rate of growth of
revenue from capital-gains tax. Dividends from Ra¥¥ added to the total value of distrib-
uted income. Since BoP does not provide any infiomaon the distribution of income by
sector, DE relies on information on the monetaralfeformation from stocks of foreign
shares and investments. In a matrix balancing psyadiscrepancies are adjusted to sector
S.11.

In IT, dividendspaid bysectorsS.11 and S.125 are estimated by applyirdjvadend yield
indexto the stocks of listed and non-listed sharehe$é¢ sectors as registered in QFAe
yield index is calculated by dividing the totaluet index of the shares of industrial and ser-
vice corporations listed on the Mercato Telema#ieionario (MTA) by a price index of the
same listed shares. At annual level a separatea&in is made for dividends paid by non-
listed non-financial corporations: the inverse leé tGordon formula, with utilization cost, is
applied to the stocks of shares. Annual estimaieslividends paid by the rest of financial
corporationgS.121-S.124) and dividends received by S.12 avagdregated by means of an
indicator based on the quarterly figures for divide paid and received by banks. Dividends
received, not yet assigned to the other sectoesalncated to sectors S.11 and S.1M based on
the relative percentage of the stocks of shareedW@FA).

EL andFl as well use information on dividends distributidnslisted companies (obtained
from Stock Exchange or Central Securities Depogitas indicator to determine the quarterly
profile the transaction. IEL quarterly dividends payable and receivable byet@nomy are
distributed to sectors using annual structéiledisposes of direct data broken down by pay-
ing sectors.

NL estimates quarterly dividends on the basis ofesponding information on payments and
receipts from sample statistical reports of nomuficial corporations and accounting as well
as statistical statements of financial institutigfes S.121, S.122, partly S.123 (investment
funds) and S.125), BoP (in particular, for spepaipose entities (SPE))) supplemented by
the QGGA on profits distribution by public corpacats and estimates based on annual in-
formation. Estimates for S.12 are made using dstalibsectors breakdown, whereas subsec-
tor S.123 is in turn subdivided to investment com@s, SPE and other intermediaries. For
subsectors that are not well covered by quarteatg dources, different methods mostly based
on annual data are applied (e.g. using estimatedafareturns on balance sheet amounts
(AF.5) or using data for last available year). Oemds receivable by households are esti-
mated by extrapolation using data on developmemivwflends on Dutch shares quoted on
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the stock exchange Euronext. In the matrix balang@rocess, discrepancies are adjusted to
sector S.11.

In AT, the quarterly as well as annual distributed ineamh corporations is largely deter-
mined by net lending / borrowing as shown in tmaficial accounts. Total D.42 is estimated
residually except for S.13 (QGGA) and S.2 (BoP,maeigted by a small estimate for retained
earnings of mutual funds). This implies that atvik that are not explained by other transac-
tions are assumed to result from D.42.

In PL, dividends payable by enterprises are calculatedhe basis of information on net

profit of enterprises, available from the statstisurvey on income, costs, financial results
and investments outlays (quarterly, semi-annuaiual). Special indicators, such as the per-
centage of quarterly net profit which is transfodneto dividends, are used to calculate the
transaction. Dividends from financial corporatiom® mostly taken from direct sources.
Dividends received by the households sector arulzded on annual basis using reports of
NCB of Poland and commercial banks. Quarterly bileakn is done using the compensation
of employees in the national economy as indicabrinformation available is analysed and

balanced by means of matrix.

IE primarily relies on direct data taken from BoP aw@B surveys for the calculation of
D.42. The BoP surveys provide information not oially transactions with between domestic
units with RoW, but also for transactions betweesidents. These survey data are combined
with different administrative data sources, pattdy the statistics of revenues from the divi-
dend withholding tax.

In UK, the same integrated framework is used for estonatf dividend flows as described
in previous section 3.6.4 on interest. Data on tgulgr dividends payable are in most cases
available form statistical inquires or reports imahcial institutions for each related financial
instrument. Amounts payable are distributed amagprent sectors in proportion to the
shares held.

From the variety of methods used by Member Staiethke estimation of quarterly D.21, re-
sidual estimates based on net lending / net bongwas reported in financial accounts should
be considered as the least preferable option $imceesult inevitably absorbs all possible sta-
tistical discrepancies.

Smoothing of annual data over the quarters forcaidrs like D.42 that are expected to have a
typical quarterly pattern is not considered acdaptaither. This method could possibly rep-

resent a contributing factor to the increase dfistteal discrepancy between quarterly non-

financial and financial accounts.
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Table 13 - Summary of national sources and metfmds.421 estimation

RES
USE RES & USE
S.11,S.12 S.1 S.12 S.13 S.11, S.1M S.2
BE |Direct data from companies’|S.1/PAY |As QGGA |S.1-S.13 allocated8oP
annual statements on D.421 |+ S.2/PAY|S.11/S.1M by ASA structure
and date of shareholders meget-S.2/REC of observed divi-
ing; projection based on rela dend receipts;
tion D.421/PAY in year to ‘black’ dividends
B.2g in year t-1plus interpo- totally imputed to
lated ASA estimate of ‘black’ S.1M
dividends paid by S.11
CZ* |S.l1l1l:estimated on the basis pfum of Quarterly |QGGA |S.11lestimated on|BoP
ASA structure + B.2g estimaz sectors estimate the basis of ASA
tion; residual item. S.1%ased based on structure, S.1M:
on information from most im- ASA struc- B.2g estimation
portant units (press releases ture combined with
combined with ASA estima- estimation from
tion ASA,; residual item
DK** | N/A N/A N/A N/A N/A
DE |Quarterly estimate based on|S.1/PAY |ASA dis- QGGA | S.11residual. BoP allocate
capital gains tax data + NCB|+ S.2/PAY | agregation S.1M:income tax |to sectors
and investment funds pay- |- S.2/REC data extrapol. by |using data or
ments; allocated to sectors by growth rate of capirstocks
annual structure tal gains tax reve-
nue + estimates
based on BoP
IE* |Sum of dividends from to BoPSum of Monthly STPFS |_S.1Madmin. data,| BoP
and NCB surveys and divi- |sectors NCB table; i.a. dividend with-
dend withholding tax statistics BoP surveyq hold. tax statistics.
S.11:BoP surveys
EL ASA allocated to quarters by| S.1/PAY |Same as QGGA |S.1-S.13 allocatedoP
quarterly distribution of total |+ S.2/PAY|S.11/S.1M by annual sector
dividends paid by all listed |- S.2/REC structure
companies
ES |S.11l:information from Span-|S.1/PAY |Direct QGGA | Allocated with the | BoP
ish stock exchanges; annual|+ S.2/PAY |source structure of stocks
criteria. S.12direct sources. |- S.2/REC of shares owned
from QFA
FR |S.11:Arbitrary quarterly pro- | S.1/PAY |Arbitrary Admin. |S.11 Arbitrary Arbitrary
file applied to ASA._S.12: + S.2/PAY | quarterly data + |quarterly profile | quarterly
admin. data + arbitrary quar-| — S.2/REC| profile ap- |arbitrary | applied to ASA. | profile ap-
terly profile plied to quart. |S.1M:residual plied to ASA
ASA profile
IT S.11, S.125dividend yield  |S.1/PAY |ASA dis- QGGA |S.1-S.12-S.13|BoP
index of quoted shares applied S.2/PAY |aggr. with allocated pro rata to
to quarterly AF.5 stocks. — S.2/REC|banks’ quar- stocks of shares
S.121 +8.122 + S.123 + terly D.421/ owned from QFA
S.124:disaggr. using quart. REC as in-
dividends paid by banks as dicator

indicator
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RES
USE RES & USE
S.11,S.12 S.1 S.12 S.13 S.11, S.1M S.2
NL |S.11:quarterly survey data. |Sum of Same as forl QGGA | S.11.quarterly sur{ BoP, adjuste
S.12:quarterly statements | balanced |S.12/uses vey data. S.1M by balancing
(S.121, S.122, investment | sectors extrapolation by
funds, S.125), BoP (for SPE), stock exchange
estimates based on ASA for Euronext data on
rest of S.12 dividends
AT* |Residual on the basis B.9f Sum of |ASA QGGA | S.11:ASA smooth- BoP, adjuste
sectors smoothing ing. S.1M:residual | for retained
on the basis B.9f |earnings of
mutual funds
PL S.11 survey data on net profi Sum of Direct data | QGGA |_S.1Direct data |BoP by coun;
its + dividends pay-out ratio | balanced from BoP. S.1M: |terpart sec-
S.12:direct quarterly informat sectors annual data from |tors
tion NCB and commer-
cial bank reports
allocated to quar-
ters by index of
comp. of empl.
PT |ASA allocated to quarters by| N/A ASA disag- |QGGA | ASA disaggr. / BoP
quarterly distribution of total gregation extrapol. by quart.
dividends paid by all listed data on dividends
companies and quarterly paid and BoP data|
statements of most importan balancing betw.
banks S.11 and S.1M
FI* |ASA disaggrega- S.1/PAY |Residual QGGA |_S.11ASA share |BoP
tion/extrapolation by quarterly+ S.2/PAY applied to S.1/uses
data on dividends of listed |- S.2/REC S.1M: ASA dis-
companies by sectors and BoP aggr. / extrapol. by
data quart. data on divi
dends by all listed
companies and BoP
data
SE |S.11 Total distributed incomeS.1/PAY |Direct data |QGGA | S.1M:based on BoP
of listed companies — S.12 |+ S.2/PAY |for S.122, owned shares in
estimates. S.1Direct data for— S.2/REC|S.123; ASA listed corporations
S.122, S.123; ASA divided by divided by 4 S.11:residual.
4 for S.125 for S.125
UK |Mostly direct data from quar- S.1/PAY |Same as QGGA | Allocated pro rata | Allocated pro
terly statistical surveys and |+ S.2/PAY|S.11/S.1M to stocks of shareg rata to stockg
NCB reports — S.2/REC owned from QFA |of shares
owned from
QFA
NO |- - - - S.1M only:no di- |-
rect data available
simple projection
used for quarters af
the current year

* D.42 is estimated as a whole without breakdowiwben D.421 and D.422.
** D.4N (Property income other than interests)ssireated as a whole without breakdown by sub-
transactions.
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D.422 — Withdrawals from the income of quasi-corpdions

Definition and coverage

Withdrawals from the income of quasi-corporatiommsist of the amounts which entrepre-
neurs actually withdraw for their own use from frefits earned by the quasi-corporations
which belong to them. These amounts are to be decdobefore the deduction of any current
taxes on income, wealth, etc. which are deemedyalw@be paid by the owners of the busi-
nesses.

When profits are earned in the rest of the worldhy branch-offices, agencies, etc. of resi-
dent enterprises, in so far as these branch-offetes are treated as non-resident units, re-
tained earnings appear as reinvested earnings oectiforeign investment (D.43). Only the
income actually transferred to the parent entergris treated in the accounts as withdrawals
from the income of quasi-corporations received fittvn rest of the world. The same princi-
ples are applied to deal with the relations betwbeamch-offices, agencies, etc. operating on
the economic territory and the non-resident pammterprise to which they belong.

This heading includes the net operating surplueiread by residents as owners of land and
buildings in the rest of the world, or by non-resits as owners of land or buildings on the
economic territory.

The heading "withdrawals from the income of quasporations” does not include amounts
which their owners receive from the sale of exisfined capital goods, from the sale of land
and intangible assets and from withdrawals of capiThese amounts are treated as with-
drawals from equity in the financial account.

Time of recording

Withdrawals from the income of quasi-corporatiome eecorded when they are made by the
owners.

(ESA 95, §§ 4.56-4.62)

In BE andEL, quarterly amounts of withdrawals from the incoafequasi-corporations are
directly taken from the quarterly general governtremtounts (S.13/REC) with expenditure
for resident non-financial corporations (S.11/PA$)full and single counterpart.

In DE, withdrawals by households and NPISH from the imemf quasi-corporations are es-
timated as a residual between net lending/net amg estimated in the financial accounts
compiled byBundesbanland all recorded distributive transactions fos thector. On the ex-
penditure uses-side estimated balance is allotatéte enterprises in question.

In IT, separate estimates for corporations and quaseratipns are carried out at annual

level only. Thus, a relative weight of the two campnts of S.11 can be derived for each item
defining B.6N, which is used as an indicator foaerly D.422/PAY. These weights are ap-

plied to the relevant quarterly series of totallSri order to obtain an indicator of disposable
income limited to quasi-corporations: it is usedliaggregate annual D.422 paid.



Withdrawals from the income of quasi-corporatioaseivable by S.1M are estimated using
as an indicator quarterly data on total withdravehstributed by domestic and foreign quasi-
corporations; D.422 receivable by S.11 are defamed residual.

In NL, series and the Denton method are used to estomateerly withdrawals from income
of quasi-corporations. On the basis of the timéesean estimate/forecast is made automati-
cally for the next year. The estimated annual vadudisaggregated to quarters by means of
Denton method. The withdrawals from income of nesident quasi-corporations are based
on counterpart information of S.2.

In PL, annual data of withdrawals from income of quaspooations is estimated on the ba-
sis of number of owners of the units belonging &ural persons that are classified to the
corporations sector and average monthly wages aades in national economy, multiplied
by 10. Quarterly data is estimated using nomindexnof wages and salaries related to the
previous quarter.

Several countries do not make separate estimatabifoitem making sector allocations of
D.42 as a wholedZ, IE, AT, FI, NO).

In many cases the coverage of the information plexviby countries on the estimates for this
transaction is not so clear. This particularly @mms the flows from/to RoW (flows from for-
eign branch-offices and land/buildings located amign territory).

According to 88 2.15 and 2.25 of ESA.95, all notibresident units are by convention treated
as if they were quasi-corporations belonging taae®8.11. Notional units include:

- those parts of non-resident units that have a eafteconomic interest on the country's
territory (e.g. branch-offices of foreign companias similar offices of the domestic
companies abroad);

- non-resident units in their capacity as ownersaafilor buildings on the economic terri-
tory of a country with respect of transactions eifeg such land or buildings only.
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Table 14 - Summary of national sources and metfmds.422 estimation

USE RES RES &
USE
S.11* S.1 S.12 S.13 S.11, S.AM S2

BE | Counterpart of S.13/REC | =S.13 - QGGA - -

cz Not separately estimated

DK Not separately estimated

DE | Counterpart of S.IM/REC| =S.1M - 1. S.1M:residual estima-| BoP*

tion from B.9f of the
sector
IE Not separately estimated
EL | Calculated as percentage [of S.13 ASA QGGA S.1M:residual -
B.2G/S.11 (concerning disaggre-
guasi-corporations), as in gation
ASA
ES |= D.422/S.2/REC =S.11 - - _ S.1m:422/S.2/PAY | BoP
FR | ASA smoothing S.11 - - S.11:ASA smoothing. | ASA
+ S.1M S1M:residual smoothing
IT |ASA allocated by quart. |S.1PAY - - S.1M:estimated using| BoP
B.6N of quasi-corporations+ S.2/PAY D.422/ S.11/PAY +
(estimated using annual |- S.2/REC D.422/S.2/PAY as in-
weights of quasi- dicator. S.11residual
corporations in S.11)

NL | Counterpart of S.1IM REC| =S.1M EstimatesSA di- |S.1M:annual time se- |BoP, ad-
based on |vided by 4 ries quartered by justed by
quarterly Denton method balancing
statements

AT Not separately estimated; residual estimation taifl 10.42

PL | ASA estimated using numt= S.1M - - Counterpart data of |-

ber of owners of quasi- S.11/PAY
corporations and average
wages; QSA estimated by
nominal index of wages
PT | Not separately estimated; | Not separately| - STPFS Not separately esti- |Not sepa-
residual estimation of total estimated; re- mated rately esti-
D.42 sidual estima- mated
tion of total
D.42
FI Not separately estimated
SE | Swedish National Financigak S.13 - QGGA N/A N/A
Management Authority
(ESV)

UK | Counterpart of S.1M Sum of sectofs - QGGA_.1MB counterpart in- |Zero, no

formation data

NO |- - - - Not separately esti- |-

mated

*) S.12 not relevant.
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3.6.3 D.43 - Reinvested earnings on direct foreignvestment

Definition and coverage

Reinvested earnings on direct foreign investmemt3Pare equal to:
the operating surplus of the direct foreign investitnenterprise
plus
any property incomes or current transfers receieabl
minus

any property incomes or current transfers payalmeluding actual remittances to
foreign direct investors (dividends or withdraw&lem quasi-corporations) and any
current taxes payable on the income, wealth, efche direct foreign investment en-
terprise.

A direct foreign investment enterprise is an in@ygied or unincorporated enterprise in
which an investor resident in another economy oMdger cent or more of the ordinary
shares or voting power (for an incorporated enté&py or the equivalent (for an unincorpo-
rated enterprise). Direct foreign investment entegs comprise those entities that are iden-
tified as subsidiaries (investor owns more tharpgf cent), associates (investor owns 50 per
cent or less) and branches (wholly or jointly ownedncorporated enterprises), either di-
rectly or indirectly owned by the investor.

Retained earnings are treated as if they were ithgted and remitted to foreign direct inves-
tors in proportion to their ownership of the equdf the enterprise and then reinvested by
them.

Time of recording

Reinvested earnings on direct foreign investmeatracorded when they are earned.
(ESA 88 4.64-.4.67)

As this transaction has the RoW as the sole copantieof the domestic sectors, BoP data are
generally used as a principal data source. Howaeseral countries may introduce substan-
tial adjustments to BoP estimates or use altereatata sources.

In most countries necessary quarterly information43 flows paid and received by the
domestic sectors is provided by BoP fulGZ, IE, ES, PT, AT, FI, UK, IT and DE) or par-
tially (BE: quarterly data on inward flow§jL : quarterly flows for sectors S.11, S.122 and
inward flows to SPES).

In other cases, BoP does not provide informatiolcamterpart sectors. Consequently, a ma-
jor challenge is the allocation of BoP (D.43) da&aween non-financial and financial corpo-

rations, taking into account that reinvested eg®ion direct foreign investment can be either
positive or negative. The following main approaches used by the Member States for this
purpose:



- Sector S.11 is assumed to be the sole counterpiows to/from Row DE until 2004
EL andSE);

- Annual figures are smoothed over quarters, BoPnastis are not uselR).

BE andNL elaborated some additional quarterly estimatiac@dures for missing informa-
tion.

In BE, estimates of RoW resources are derived as theadymyments made by domestic
sectors. Quarterly D.43 payable by S.11 and S.i/2orerespective annual estimates that are
based on detailed annual accounting statementsriatmn on direct investment enterprises’
net operating profit and dividends paid adjustedcbwytrol percentages by NACE 2-digit
level. These annual estimates for net operatingltrasd dividends are allocated to quarters
by quarterly profile of value added and dividensise(section 3.6.5) respectively. Per NACE
2-digit heading, this gives per quarter: D.43 = result — dividends. This methodology im-
plies that net operating surplus defined from th&adn all enterprises is representative for
direct investment companies. For the latest quamércurrent year, for which annual esti-
mates are not year available, the quarterly figofdatest available year are replicated.

In NL, separate calculations are performed to estimaaeteyly reinvested earning paid by

Dutch SPEs. The profit or loss after taxes of tR& $ calculated by adding up value added
and property income received, and subtracting cosgteon of employees, interest paid,

taxes on income, and estimated dividends paid ésethinits. It is assumed that all flows cal-
culated this way are attributed to the foreign paoempany.

Only two countriesNL andAT, derive estimates for reinvested earnings receiyedouse-
holds. However, these flows are of minor importance
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Table 15 - Summary of national sources and metfmds.43 estimation

USES RES USE & RES
S.11,S.12 S.11,S.12 S.1M S.2
BE |Annual estimates by sectors and | BoP direct investment survey |- S.2/REC=
NACE 2-digit of B.2G and divi- |data by sectors as a key to allo- S.11./PAY
dends of enterprises with direct |cate ASA figures + S.12/PAY.
investment allocated to quarters hy S.2/PAY = BoP
quarterly profiles of B.1G and
D.421 of all companies
CZ |BoP data by sectors BoP data by sectors - BoP iyten
parts
DK |Data from NCB Data from NCB Data from|Data from NCB
NCB
DE |Until 2003: no breakdown by do- | Until 2003: no breakdown by |- BoP by counter-
mestic sectors in BoP; all D.43 | domestic sectors in BoP; all D.43 parts since 2004
flows attributed to S.11since 2004 flows attributed to S.11since
BoP data by counterparts 2004: BoP data by counterparts
IE BoP data by sectors BoP data by sectors - BoP inyten
parts
EL |All D.43 flows attributed to S.11 All D.43 flowstabuted to S.11 - Annual forecast
smoothed over
quarters
ES |BoP data by sectors BoP data by sectors - BoP iyten
parts
FR |ASA smoothing ASA smoothing - S.11+S.12
IT S.11:extrapolated using quarterly| S.11:extrapolated using quart. |- Annual QNA;
BoP flows, differentiated by sectorBoP flows, differentiated by sec- quarterly BoP as
as indicator, S.12esidual tor, as indicator. S.12esidual indicator.
NL |[S.11:quarterly survey data, BoP. | S.11:quarterly survey data, BoP- BoP partly by
S.122, S.125, investment funds |S.122, S.123BoP. S.124ex- counterparts; ad-
BoP. SPEsquarterly calculation of trapolation with P.1 estimate ag justed by balanc-
net profits less dividends indicator ing
AT |BoP data by sectors BoP counterpart data Same g8oP by counter-
S.11, S.12 |part sectors
PL |BoP data by sectors BoP data by sectors - BoP inyten
parts
PT |BoP data by sectors BoP data by sectors - BoP inyten
parts
Fl BoP data by sectors BoP data by sectors - BoP inyten
parts
SE |All D.43 flows attributed to S.11 All D.43 flowstabuted to S.11 - BoP
UK |Quarterly data from the ONS and| Quarterly data from the ONS and ONS Foreign Di-
NCB surveys of overseas direct | NCB surveys of overseas diredt rect Investment
investment investment quarterly surveys
NO |- - - -
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3.6.4 D.44 — Property income attributed to insurane policy holders

Definition and coverage

Property income attributed to insurance policy hestke corresponds to total primary incomes
received from the investment of insurance technieaérves. Insurance technical reserves
are invested by insurance enterprises and pensiodsf in financial assets or land (from

which net property income, i.e. after deducting amtgrest paid, is received) or in buildings

(which generate net operating surpluses). Any nevme received that results from the in-
vestment of insurance enterprises’ own funds iset@xcluded in proportion to the ratio be-

tween own funds and a sum of own funds and insareotinical reserves.

Since technical reserves are assets of insurantieyplbolders, the receipts from investing
them are shown in the accounts as being paid hyramge enterprises and pension funds to
the policy holders in the form of property incontigiluted to insurance policy holders.

As this income is retained by insurance enterprésas$ pension funds in practice, it is there-
fore treated as being paid back to the insuranderpnises and pension funds in the form of
premium and contribution supplements that are aold#l to actual premiums and contribu-
tions payable.

Time of recording

Property income attributed to insurance policy heyklis recorded when it accrues.
(ESA 88 4.68-.4.70)

Estimation of quarterly property income attributedinsurance policy holders in most cases
relies on indirect estimation methods based on A§dres, both on uses and resources side.
Only CZ, IE, PL, NL andUK seem to have direct quarterly data (from staatstirveys
and/or publications of insurance market supervisauthorities) for estimation of property
income to be attributed by sector of financial avgtions to insurance policy holders (uses
side flow). Other countries commonly smooth ASAraates over quarters.

BoP manual requirements of recording of propertgome attributed to insurance policy
holders are consistent with ESA95. Apparently, iteldbreakdown of BoP current transfers
is not always accessible to QSA compilers. Sodaly IT andEl reported the availability of
necessary BoP information.

The same situation prevails with regard to datgemeral government, since STPFS table 25
does not provide details on property income flasgsestimations have to be used.
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Table 16 - Summary of national sources and metfmds.44 estimation

USE RES USE & RES
S.12=S.1 S.13 S.11,S.12, S.1M S.2
BE |ASA smoothing by linear | QGGA S.11, S.12ASA smoothing by ASA smoothing by
trend linear trend. S.1Mresidual linear trend
CZ |Data from quarterly statistAs S.11, S.12 Non-life insurance (all sec-|As S.11, S.12
tical survey by types of tors): allocated by annual
insurance structure of gross premiums.
Life and pension insurance
(S.19: S.12 counterpart data
DK |Biannual data; net insur- |S.13 assumed to be|S.11, S.12residual allocated | BoP
ance premiums (D.71) |self-insured according to output (P.1)
used as quarterly indicatar
DE |ASA dissagregation - S.1/PAY allocated to recipigBoP
sectors by ASA structure
IE |=S.1M/REC + S.2/REC - S.11, S.¥ut applicable. BoP
S.1M: BoP quarterly survey
EL |ASA smoothing by linear |- Amount payable is allocated| -
trend by ASA structure
ES |Direct source - Direct information from Di- | Estimated from BoP
rectorate General for Insur- |data
ance and Pension Funds
FR |ASA smoothing ASA smoothing ASA smoothing, S.14ivkt | ASA smoothing
as residual
IT |ASA smoothing QGGA ASA smoothing BoP
NL |Derived from quarterly |- S.11, S.12 not applicable. | Ratio of investment
statistical survey data on S.1M: counterpart data return applied to es-
property income aggregate timate of technical
reserves
AT |=S.1/REC + S.2/REC QGGA ASA disaggregation usig|a
indicator QNA estimate of
premium supplements as part
of S.125 output
PL |Calculated from direct datsbame as S.11-, S.128.1/PAY allocated to recipieniNo data
of quarterly bulletin of S.1M/REC sectors by structure of gross
insurance supervisory au- premiums (quarterly data)
thority
PT |ASA disaggregation / ex-|S.1/PAY allocated to S.1/PAY allocated to recipienBoP data on gross
trapolation using GDP as|S.13 by structure of | sectors by ASA structure premiums multiplied
quarterly indicator quarterly gross pre- by annual ratio of
miums D.44/PAY to gross
premiums earned by
S.125
FI |ASA divided by 4 Derived from STPHRASA divided by 4 BoP
SE |S.12 quarterly admin. data; S.IM=S.1 -
household share as in latgst
annual data
UK |Quarterly ONS survey data Allocation by sectors _Usenp data. Re-
sourcesallocated by
sector
NO |- - The indicator is based on a |-

simple projection procedure
based on quarterly figures
from the base year.
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The following estimation approaches to sector alfion of income received can be distin-
guished:

- ASA smoothing BE, FR, IT, NO) or even distributionHl);
- Allocation by ASA structuredE, EL, AT);
- Allocation by annual structure of gross premiu@g(PL);

- Allocation by quarterly sector estimates of otheficators PT).

3.6.5 D.45 - Rents

Definition and coverage

This heading includes:

- the rent received by a landowner from a tenant wekoly rentals of buildings and of
dwellings situated on it, which are treated as plagment for a market service provided
by the owner to the tenant (If there is no objecbasis on which to split the payment be-
tween rent on land and rental on the buildingsati®d on it, the whole amount is treated
as rent when the value of the land is believedxteed the value of the buildings on it
and as rental otherwise);

- the rents payable to the owners of inland waterd awvers for the right to exploit such
waters for recreational or other purposes, inclugliitshing;

- the royalties that accrue to owners of depositsnaferals or fossil fuels (coal, oil or
natural gas) who grant leases to other institutibnaits permitting them to explore or to
extract such deposits over a specified periodroéti

A landowner may be liable to pay land taxes or rmrtain maintenance expenses solely as
a consequence of owning the land. By conventioch saxes and expenses are treated as
payable by the person entitled to use the land, ishdeemed to deduct them from the rent
that he would otherwise be obliged to pay to tmelavner.

Time of recording

Rents are recorded in the period when payable.
(ESA 88 4.72-.4.75)

Taking into account the rather minor overall impare of this transaction, quarterly estima-
tion of D.45 relies heavily on indirect estimatiorethod. As the only source of direct quar-
terly information, QGGA in some cases also providenterpart sector information.
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Table 17 - Summary of national sources and metfmds.45 estimation

USES RESOURCES
S.11, S.12, S.1M S.13 S.11, S.12, S.1M S.1
BE | ASA smoothing by linear trend Not separately |S.11, S.12ASA smoothing by |QGGA

estimated; covere
as part of P.2

dinear trend. S.1Mresidual

Ccz

ASA allocated to quarters by S.13
quarterly profile

QGGA

quarterly profile

ASA allocated to quarters by S.IQGGA

DK

Assumed that rents received by S.13-
are totally paid by S.115.1M: product
of number of agricultural holdings and
rents per tenancy

S.11, S.12not applicable. S.1M:

takes place only between house
holds

assumed that renting of farm land

QGGA

DE | ASA structure; quarterly extrapolatign  QGGA ASAustiure; quarterly extraporQGGA
lation
IE |ASA divided by four - ASA divided by four -
EL |S.11:not applicable. S.1MASA QGGA S.11 not applicable. S.1Mesid- | QGGA
smoothing ual
ES |Most S.13 counterpart data allocatefgQGGA S.11, S.1MASA structure, ma- |QGGA
to S.11 ASA structure matrix estima trix estimation
tion
FR |S.11, S.1MASA smoothing. S.1210t| ASA smoothing |_S.11ASA smoothing, S.1Mre- |ASA
applicable sidual smoothing
IT |ASA smoothing QGGA ASA smoothing QGGA
NL |S.11, S.12mostly S.13 counterpart | QGGA S.11:same quarter of previous |QGGA
data. S.1Mcounterpart data year;_S.1M counterpart data of
S.13
AT |- QGGA transaction assumed to take plaee
between S.11 and S.13 only
PL | S.13 counterpart data allocated to S}11 - QGGA
and S.1M using fixed ratios based on
long-term analysis
PT | S.11:ASA structure, quarterly ex- |QGGA S.11, S.1MASA structure; quar{ QGGA
trapolation. S.1Mresidual. S.12not terly extrapolation. S.12ot ap-
applicable plicable
FI |ASA divided by 4 STPFS ASA divided by 4 Derived
from
STPFS
SE [S.11, S.12 and S.1M counterpart data QGGA S.12 &l S.1M counterpart QGGA
data
UK |S.13 counterpart data QGGA QGGA QGGA
NO |- - -

Simple projection based on qual
terly figures from the base year [
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3.7  Compilation of secondary distribution of incomedransactions

Secondary distribution of income transactions argdly related to income redistribution by
means of taxes on income and wealth and sociatigetaxes collected and administered by
General Government. Common rules of recording biGaneral Government tax receipts
have been introduced in ESA95 following the CommissRegulation (EC) No 2516/2000
primarily for the purpose of the excessive defeibcedure. They ensure in particular that the
net lending/net borrowing of general governmentsdoet include the amounts of taxes and
social contributions unlikely to be collected. Aadimgly, the impact on general government
net lending/borrowing of taxes and social contidmg recorded in the system on an accrual
basis shall be equivalent over a reasonable anuiuimhe to the corresponding amounts ac-
tually received.

In line with article 3 of the abovementioned regola, taxes and social contributions re-
corded in the accounts may be derived from twoiramounts evidenced by assessments
and declarations, as well as cash receipts.

- If assessments and declarations are used, the ssnshadl be adjusted by a coefficient
reflecting assessed and declared amounts nevectal As an alternative treatment, a
capital transfer to the relevant sectors could dzmnded equal to the same adjustment.
The coefficients shall be estimated on the basigast experience and current expecta-
tions in respect of assessed and declared amoewes oollected. They shall be specific
to different types of taxes and social contribusioithe determination of these coeffi-
cients shall be country-specific.

- If cash receipts are used, they shall be time-éetjuso that the cash is attributed when
the activity took place to generate the tax ligpi{or when the amount of tax was deter-
mined, in the case of some income taxes). Thissadent may be based on the average
time difference between the activity (or the deteation of the amount of tax) and cash
tax receipt.

Consequently, overall comparability of tax informat across countries can be affected to
some extent by the method chosen for the recordintpxes: direct adjustment for the
amounts never collected (by a coefficient or recmydased on time-adjusted cash-receipts)
and indirect adjustment (via capital transfersffddent methods can be applied as well to dif-
ferent types of taxes.

According to Eurostat annual government financéissies data, for D.5 recording indirect
method is employed K, ES andPL. D.61 is indirectly adjusted iAT andPL.

3.7.1 D.5 - Current taxes on income, wealth, etc.

Definition and coverage

Current taxes on income, wealth, etc. (D.5) covércampulsory, unrequited payments, in
cash or in kind, levied periodically by general gavment and by the rest of the world on the



income and wealth of institutional units, and sgueeiodic taxes which are assessed neither
on the income nor the wealth. Current taxes onnmegowealth, etc. are divided into:

- taxes on income (D.51) - taxes on incomes, prafits capital gains. They are assessed
on the actual or presumed incomes of individuatsiseholds (income from employment,
property, entrepreneurship, pensions, holding gamsnings from lottery or gambling),
corporations or NPIs.

- other current taxes (D.59) - current taxes on calpibet wealth and other assets (taxes
that are payable periodically on the ownership @ewf land or buildings by owners,
jewellery, other external signs of wealth, excepies paid by enterprises as a result of
engaging in production (D.29)); poll taxes; expdnde taxes; payments by households
for licences to own or use vehicles, boats or afic(not used for business purposes), or
for licences to hunt, etc.(excluding those treaegurchase of government services) etc.

Rules of recording

The total value of the taxes which should be reedrohcludes any interest charged on ar-
rears of taxes due and any fines imposed by taxatighorities if it is impossible to record
such interest and fines separately; it also inckiday charges which may be imposed in con-
nection with the recovery and assessment of taxissamding. Correspondingly, it is reduced
by the amount of any rebates made by general gowathas a matter of economic policy and
any refunds made as a result of over-payments.

Only taxes evidenced by tax assessments are extord

When retained at source by the employer, currexedan income, wealth, etc. should be in-
cluded in wages and salaries even if the emploigendt in fact pass them on to the general
government. The households sector is then shoyaysg the full amount on to the general
government sector. The amounts actually unpaid havee neutralised under D.995 as a
capital transfer from general government to the Eygrs' sectors.

Time of recording

Current taxes on income, wealth, etc. are recoraethe time when activities, transactions or
other events occur which create the liabilitiepty.

Income taxes deducted at source may be recordéueiperiod in which they are paid and
any final tax liability on income can be recordedthe period in which the liability is deter-
mined.

In some cases, the liability to pay income taxesaay be determined in a later accounting
period than that in which the income accrues. Stexébility is therefore needed in the time
at which such taxes are recorded. Moreover, the62B(@ition of the Manual on quarterly
non-financial accounts for general government nudi(page 31) the possibility to record
D.5 on a due for payment basis, "subject to anyst@ts by the annual accounts compilers to
refine the treatments followed in the annual acdsn

(ESA §§ 4.77-.4.82)
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The principal source of quarterly information féwetestimation of current taxes on income
and wealth is data from QGGA on both General Gawemt payments and receipts of rele-
vant taxes.

In all countries, with the exception BL andFl (FI uses STPFS data, reporting only the total
amount of D.5 payments and receipts), detailedrinédion is available by type of taxes that
facilitates the estimation on the uses side oftthesaction by institutional sectors. Several
types of taxes by their nature can be attributédeeito corporations or to households (e.g.
corporate versus personal income taxes). Accorttingurostat annual government finance
statistics, such taxes account for more than 85#%ebverall amount of taxes on income and
wealth received by the government.

Still, the breakdown of income taxes paid by finahand non-financial corporations, as well
as the breakdown of other taxes that can be padifferent sectors, have to be estimated in-
directly using respective ASA information in mosises BE, CZ, IE, AT, DE, FR, FI). An
adjustment for the income tax payable by self-eygao persons classified as quasi-
corporations may also be necessary.

However,PL andUK have at their disposal direct quarterly informatmntaxes paid by fi-
nancial and non-financial corporations either frqoarterly and semi-annual statistical sur-
veys and accounting statemer& ) or from administrative sourcegK).

IT uses semi-annual information on total income tgpaisl by the financial corporations,
which is disaggregated according to the quarteditepn of the relevant taxes received by
general government.

In DK, NL andSE, sector S.12 is to some extent covered by direattgrly data sources. In
DK, for sub-sector S.122, quarterly data on incomegaaid provided by the Financial Su-
pervision Authority are used. For the rest of SAQA data are disaggregated or extrapolated
using the estimated quarterly gross entrepreneunmtaime as indicatodNL makes detailed
estimates by sub-sectors for taxes on income paifinancial corporations partly based on
quarterly surveys (direct data on 4 biggest Dutahkis, data derived from quarterly operating
profit for smaller monetary institutions, aggreghtpiarterly tax data for investment compa-
nies or surveys on insurance companies and pefisiois). Estimates for the rest of financial
sector are based on latest available annual data.

As regards the taxes paid and received by RoW, sometries, such &R, do not make any
estimates for D.5 receiveBL andFl rely on the assumption that all income tax floeisted

to RoW are zero. Other countries use quarterly Bdérmation, administrative records on
non-residents taxation or make estimates in relatm wages paid and received by non-
residents.
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Table 18 - Summary of national sources and metfmds.5 estimation

USES RESOURCES
S.11,S.12 S.13 S.1M S.2 S.13 S.2
BE |Corporate taxes allo- |QGGA|QGGA data on taxes |QGGA data |QGGA by |Community tax
cated to S.11 and S.12 paid by individuals on taxes paid| type of tax | paid by Europ.
by ASA structure by non- civilians (annual
residents data smoothed
with linear trend)
CZ | Corporate taxes allo- | QGGA|Individual taxes; total |D.51 esti- QGGA by |D.51 estimated by
cated to S.11 and S.12 D.59; ASA share of mated as type of tax | applying valid tax
by ASA structure other income taxes paigvalid tax rate rate to wages pai
by S.15 applied to by Row
wages paid
by RoW
DK | S.11 residual of corpos- Residual, S.13/REC — | BoP QGGA by |BoP
rate tax. S.12S.122 S.11/PAY — S.12PAY - type of tax
minus direct quart. S.2/PAY + S.2/REC
data; rest of S.12 minys
ASA disaggregated /
extrapolated by quart.
B.4G as indicator
DE | Corporate and other |- Taxes paid by individu{ BoP QGGA by |BoP
taxes allocated to S.11 als type of tax
and S.12 by ASA strug-
ture
IE |Corporate taxes allo- |- STPFS: income tax, |BoP STPFS BoP
cated to S.11 and S.12 capital gains tax, youth
by annual structure in unemployment levy,
tax files vehicle tax
EL | Total taxes paid allo- | QGGA| Total taxes paid allo- |- QGGA -
cated by ASA sector cated by ASA sector aggregate
structure (excl. S.13) structure (excl. S.13)
ES | S.12:direct sources. |- Taxes paid by individu{ BoP QGGA by |BoP
S.11:residual als type of tax
FR | ASA disaggregation |QGGA|ASA disaggregation |ASA disag- |QGGA by |-
with corp. and other with individual and gregation type of tax
taxes allocated to S.11 other taxes allocated tq with relevant
and S.12 as indicators| S.1M as indicator types of taxes
as indicator
IT |Annual and semi- QGGA| Individual taxes; annualBoP Detailed |BoP data allocate
annual data on corpo- / semi-annual data on QGGA to paying domes-
rate sectors allocated other taxes allocated by data by 16 |tic sectors by
by quarterly pattern of quart. pattern of relevant types of  |structure of S.13
relevant S.13 receipts S.13 receipts taxes receipts
NL | S.11:residual of corp. |- ASA share of taxes paidBBoP adjusted| QGGA by |BoP, adjusted by
taxes. S.122, inv. funds, by individuals; adjusted by balancing | type of tax | balancing
S.125:estimates based by balancing; total D.59
on quart. surveys. Rest
of S.12 ASA disaggre-
gation (mostly ASA /
4)
AT | Corporate taxes, mixefQGGA| Individual taxes; other | BoP Detailed |BoP
taxes allocated to S.11 taxes allocated to S.1M QGGA
and S.12 by ASA by ASA share data by 25
shares tax types
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USES RESOURCES

S.11, S.12 S.13 S.AM S.2 S.13 S.2
PL | Corporate taxes allo- | QGGA|Individual income taxes: QGGA by |-
cated according to total D.59 type of tax

quarterly and semi-
annual surveys

PT | S.13 counterpart data| - S.13 counterpart data BoP GGR BoP
FlI |ASA shares of total |STPFSResidual, S.13/REC — |- STPFS -
S.13 receipts S.11/PAY — S.12/PAY
SE |S.11:residual. S.12: |QGGA|Direct QGGA data BoP QGGA by BoP
direct data of financial type of tax
supervisory body and
NCB
UK | S.13 data on corporat¢éQGGA| Individual income taxesONS quar- |QGGA by |ONS quarterly
taxes by sectors total D.59 terly survey |type of tax | survey data
data
NO |- - Year t-1 data on S.13 |- - -

D.5 receipts extrapo-
lated by development g
D.1/S.1M/REC

—

3.7.2 D.61 - Social contributions

Definition and coverage

Social contributions include:

Employers’ actual social contributions (D.6111 tleatrresponds to flow D.121) — com-
pulsory and voluntary contributions paid by empigy® social security funds, insur-
ance enterprises or autonomous as well as non amouns pension funds administering
social insurance schemes to secure social berfefitheir employees. As employers’ ac-
tual social contributions are made for the benefittheir employees, their value is re-
corded as a part of compensation of employees egetith wages and salaries. They
are then recorded as being paid by the employeesiaent transfers to the social secu-
rity funds, insurance enterprises or autonomouswa& as non autonomous pension
funds;

Employees’ social contributions (D.6112) — comprisand voluntary contributions
payable by employees to social security, privateléd and unfunded schemes. Employ-
ees’ social contributions consist of the actual tedations payable plus, in the case of
private funded schemes, the contribution supplesngsyyable out of the property income
attributed to insurance policy holders received émployees participating in the
schemes, minus the service charges.

Social contributions by self-employed and non-eggagersons (D.6113) — compulsory
and voluntary contributions payable for their owankefit by persons who are not em-
ployees — namely, self-employed or non-employezbper They also include the value of
the contribution supplements payable out of thgerty income attributed to insurance
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policy holders received by participating individaand being recorded as paying back
to the insurance enterprises in addition to thehey contributions.

- Imputed social contributions (D.612 that correspsma flow D.122) — the counterpart to
social benefits (less eventual employees’ socialritmutions) paid directly by employers
to their employees or former employees and othgibét persons. Their value should, in
principle, be based on actuarial consideratioAs. a practical alternative, the unfunded
social benefits payable by the enterprise during shme accounting period (after de-
ducting actual contributions made by employees sedvas) may be used as an estimate
of the imputed remuneration that would be needexsbt@r the imputed contributions.

Rules of recording

When retained at source by the employer, sociatritriions payable to the general gov-
ernment sector should be included in wages andisal&ven if the employer did not in fact
pass them on to the general government. The holgsekector is then shown as paying the
full amount on to the general government sectoe &mounts actually unpaid have to be
neutralised under D.995 as a capital transfer frgeneral government to the employers' sec-
tors.’

Actual social contributions to social security fisndr other government agencies are re-
corded gross as distributive transactions.

Social contributions paid under private funded soke to insurance enterprises to friendly
societies and autonomous pension funds includédeirsame sector are recorded net, i.e. af-
ter deducting the value of the insurance servicevigied to (resident and non-resident)
households. Under the conventions adopted, this gfathe contribution represents the pay-
ment for a market service as part of the final conption of households or part of exports of
services. Thus, all the service charges are treatedharges against the employees’ contri-
butions and not the employers’.

In the case of non-autonomous private funded soonglrance schemes, where employers
maintain their own segregated reserves, no serelege is deducted from contributions

paid by the employees. As such schemes do nottatsseparate institutional units from the

employers, the costs of managing and administaitiegfunds are assimilated with the em-
ployers’ general production costs.

Time of recording

Employers’ actual social contributions (D.6111) areimployees’ social contributions
(D.6112) are recorded at the time when the work gizes rise to the liability to pay the con-
tributions is carried out. Social contributions Isglf-employed and non-employed persons
(D.6113) are recorded when the liabilities to pag areated.

Imputed social contributions (D.612) which repres#re counterpart of compulsory direct
social benefits are recorded at the time the ohiarato pay the benefits arises. Imputed so-
cial contributions which represent the counterpaftvoluntary direct social benefits are re-
corded at the time the benefits are provided.
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(ESA 95, §§ 4.92-4.101)

The availability of information and choice of metisofor the recording of payments and re-
ceipts of social contributions is largely dependamthe different organisation of social secu-
rity systems in Member States. In some countriesabsecurity schemes are mostly adminis-
tered by the General Government, which in mostxaswell covered by direct data sources
(QGGA). In other countries, private funded and modlied schemes play an important role in
the system aside from general government. Theviolig table provides a quantified over-
view on involvement of different institutional secs to social insurance by countries consid-
ered on the basis of latest available ASA infororati

Table 19 — Social contributions received by insiioal sectors (ASA 2007), %

Social contributions received (D.61) by institutioal Imputed social contributions
sectors (in %) (D.612, unfunded schemes)
as % of D.61 sector total

S.1+S.2 S.11 S.12 S.13  S.1M S.2 S.11 S.[2 S|13 1M S|
BE 100.0 4.7 12.4 80.1 0.2 25 95.6 1.6 135 100.0
Ccz 100.0 0.3 6.2 92.4 - 11 100.0 0.1 0.1 -
DK 100.0 - 81.5 17.7 - 0.8 - 0.0 44.4 -
DE 100.0 3.5 9.9 86.2 0.1 0.3 13.3 0.4 6.1 100.0
ES 100.0 4.3 4.3 90.8 0.2 0.3 100.0 207 6.8 100.0
FR 100.0 3.3 7.0 88.7 - 0.9 96.5 3.3 9.9 -
IT 100.0 8.0 4.6 86.2 1.0 0.3 32.7 17.0 1.9 19.9
NL 100.0 3.6 37.7 58.2 0.3 0.2 100/0 0.¢ 5. 100.0
AT 100.0 3.0 4.7 91.5 0.3 0.6 100.0 194 9.2 100.0
PL 100.0 - 10.7 89.3 - - - - - -
PT 100.0 7.5 10.7 81.3 0.3 0.2 - - - -
Fl 100.0 - 6.8 92.8 - 0.3 - 14 0.0 -
SE 100.0 1.9 29.0 69.1 - - - - 5.1 -
UK 100.0 1.7 42.2 55.8 0.2 - 100.p 0.6 6.7 100.0
NO 100.0 2.3 17.3 80.3 0.1 0.1 - - - -

Only CZ, NL (starting from 2007) andK can use direct quarterly data on actual social con
tributions to private funded schemes maintainedhigysector S.12 on the basis of quarterly
statistical surveys. Il direct monthly information on premium income of imidual pen-
sion insurance provided by Federation of Finnisutance Companies is used as an indicator
to estimate all private D.61 flows received by se&.12.

In |IE, AT andSE, D.61 received by sectors other than S.13 is esidhusing indicator-based
techniques. For financial corporations — mostlygp@m funds — the compensation of employ-
ees of the total economy is used as an indicatdi | this indicator is combined with infor-
mation on pension cover, obtained from the Quartddtional Household Survey, and con-
tribution rates as percentage of the wage, obtafrmd the Irish Association of Pension
Funds. Estimates for non-financial corporations pridate households including NPISH —
which mainly reflect unfunded employer's schemeth@se sectors — are AT andSE based
on these sectors’ compensation of employdesierives the social contributions received by
NPISHs on the basis of compensation of employedweaith and education (NACE M and
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N), combined with information on pension cover,elakkrom the Quarterly National House-

hold Survey, and estimated contribution rates atingrto the Association of Pension Funds.
Estimates for social contribution to and from tlestrof the world are based on the related
cross border flows from BoP.

In BE, no information is at present available for privathemes on a quarterly basis and a
simple smoothing method of annual data is used.

In IT, quarterly actual social contributions (D.611)aigable by households, financial inter-

mediaries excluding pension funds and non-financoaporations are end-of-period allow-

ances (a part of workers' pay which is put asided in a lump sum at the end of the em-
ployment relationship) received back in the secondiastribution of income account. Their

quarterly pattern comes directly from D.121. Qudytestimation of D.611 receivable by

pension funds is based on a trend. Quarterly ingpsigcial contributions receivable by

households, financial and non financial corporaiamne derived from quarterly employer’s
imputed social contributions (D.122).

In the UK, social contributions consist of contributions maid the national insurance
scheme, the National Health Service, the Redund&nog and the Maternity Pay Fund and
premiums associated with the minimum state pensatreme. Data on private social insur-
ance and pension contributions received by resgefitiancial institutions are based on quar-
terly statistical surveys. Receipts of sectors &id S.1M correspond to imputed social con-
tributions.

In CZ, statutory social security covers pensions, sis&reenefits, unemployment, health in-
surance and insurance against the risk of jobeeletjuries or vocational diseases. Voluntary
social contributions contain contributions to s@ppéntary pension insurance, voluntary con-
tributions to health and life insurance.

Table 20 - Summary of national sources and metfmds.61 estimation

USE RES
S.1M S.2 S.11 S.12 S.13 S.1M S.2
BE | Residual, ASA smooth{ ASA smooth- | ASA smoothing | QGGAASA smoothing | ASA
S.1/REC ing ing smoothing
+ S.2/REC
— S.2/IPAY
CZ | Residual, Estimated |ASA smooth- | Quarterly NSI QGGA|- Estimated
S.1/REC from ing survey on pen- using no.
+ S.2/REC |D.1/S.2/REC sion funds of workers,
— S.2/PAY and compul- av. wages
sory soc. sec. and soc.
contributions contr.
shares by
countries
DK |Residual, BoP - Biannual data, |STPFS - BoP
S.1/REC P.1 as quarterly
+ S.2/REC indicator
— S.2/IPAY
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USE RES
S.1M S.2 S.11 S.12 S.13 S.1M S.2
DE | Residual, BoP and em-{ ASA disag- |ASA disag- QGGA|D.612 estimated a8oP and
S.1/REC ployment gregation / gregation / ex- percentage of employ-
+ S.2/REC |agency extrapolation |trapolation with D.1/S.15/PAY ment
— S.2/IPAY with D.1/S.11/|D.1/S.1/PAY as agency
PAY as indi- |indicator
cator
IE |=S.12/REC |BoP - D.1 combined |STPFSD.1 combined BoP
+ S.13/REC with info on pen- with info. on pen-
+ S.1IM/REC sion cover from sion cover in
quart. survey and NACE M+N from
contribution. quart. survey and
rates from admin contrib. rates from
source admin. source
EL |Residual - ASA smooth{ ASA smoothing | QGGAASA smoothing -
ing
ES |Residual, BoP Quarterly Direct source QGGAQuarterly D.122 |BoP
S.1/REC D.122 paid by paid by S.14
+ S.2/REC S.11
— S.2/IPAY
FR | Residual, ASA disag- |ASAdisag- |ASA smoothing | QGGA- ASA dis-
S.1/REC gregation gregation with aggrega-
+ S.2/REC  |with BoP D.1/S.1/PAY tion with
— S.2/IPAY D.11/REC |as indicator BoP
data as indi- D.11/PAY
cator data as
indicator
IT |Residual, BoP Quarterly Pension funds |STPFS Quarterly D.122 |BoP
S.1/REC D.122 paid by| ASA smoothing. paid by S.1M
+ S.2/REC S.11 Other receipts
— S.2/IPAY Quarterly D.121
and D.122
NL |Residual, Estimated |Quarterly Pensions, other | QGGA|Quarterly D.122 |Estimated
S.1/REC from D.1/ D.122 paid by| private re- paid by S.14 from D.1/
+ S.2/REC |S.2/REC S.11 ceiptsestimates S.2/IPAY
— S.2/IPAY with av. so- from S.125 quar- with aver-
cial costs ang terly survey data age social
pension con- D.612:quarterly costs
tributions D.122/S.12/PAY
AT |Residual, BoP ASA disag- |ASA disag- QGGA|ASA disaggrega- | BoP
S.1/REC gregation with| gregation with tion with D.1/
+ S.2/REC D.1/S.11/PAY|D.1/S.1/PAY as S.1M/PAY as in-
— S.2/PAY as indicator |indicator dicator
PL |Residual, - - Direct data from | QGGA| - -
S.1/REC Social Insurance
+ S.2/REC Institution
— S.2/IPAY
PT | Residual, BoP Quarterly ASA disaggrega-| QGGA| Quarterly D.122 |BoP
S.1/REC D.122 paid by|tion / extrapola- paid by S.1M
+ S.2/REC S.11 tion with quart.
— S.2/IPAY pension funds
information
Fl |Residual, ASA divided |- ASA disaggrega{ STPFS - ASA di-
S.1/REC by 4 tion / extrapola- vided by 4
+ S.2/REC tion with pension
— S.2/PAY ins. premiums as

indicator
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USE RES
S.1M S.2 S.11 S.12 S.13 S.1M S.2
SE |Residual, - - Annual admin. |QGGA|- -
S.1/REC data disaggre-
gated by quart.
D.1/PAY
UK | Residual, ONS quar- |Quarterly ONS quarterly |QGGA| Quarterly -
S.1/REC terly survey |D.122 paid by|survey D.122/S.1M/PAY
— S.2/IPAY S.11
NO | ASA allocated - - - - - -
by QNA
D.12/S.1/PAY

3.7.3 D.62 - Social benefits (other than social tnafers in kind)

Definition and coverage

Social benefits other than social transfers in kare transfers to households, in cash or in
kind, intended to relieve them from the financiatden of a number of risks or needs, made
through collectively organised schemes, or outsdeh schemes by government units and
NPISHSs; they include payments from general govemirte producers which individually
benefit households and which are made in the cowntfesocial risks or needs (e.g. sickness,
disability, old age, maternity, unemployment, fgmilousing, education, general neediness).

The heading covers the following sub-types of $beaefits:

Social security benefits in cash (D.621) — paydblbouseholds by social security funds
(excluding reimbursements of households expendihaefall under social transfers in
kind (D.63)). These benefits are provided undeladaecurity schemes which receive
contributions, cover the entire community or larggctions of the community and are
imposed and controlled by government units (scsealrity schemes) (e.g. sickness and
invalidity benefits, maternity allowances, childrenfamily allowances, unemployment
benefits, retirement and survivors' pensions etc.).

Private funded social benefits (D.622) — payabladaseholds (in cash or in kind) by in-
surance enterprises or other institutional unitsradistering private funded social in-
surance schemes.

Unfunded employee social benefits (D.623) — pay@bleash or in kind) to the employ-
ees, their dependants or survivors by employersradiering unfunded social insurance
schemes. They can typically include the continuganent of normal, or reduced, wages
during periods of absence from work as a resulilldfealth, accident, maternity, etc.;
the payment of family, education or other allowanterespect of dependants; the pay-
ment of retirement or survivors’ pensions to exdeyges or their survivors; general
medical services not related to the employee’s wetrk
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Social assistance benefits in cash (D.624) — pay#ablhouseholds by government units
or NPISHs to meet the same needs as social inserbecefits but which are not made
under a social insurance scheme incorporating damatributions and social insurance
benefits. Such benefits do not include currentdfars paid in response to events or cir-
cumstances that are not normally covered by saaslirance schemes (i.e. transfers
made in response to natural disasters, recordeceuither current transfers or under

other capital

transfers).

Time of recording

Social benefits in cash are recorded when the damthe benefits are established.

(ESA 95, §§ 4.83, 4.103-4.107)

The compilation of this transaction, as closelyted to D.61 described in previous section,
relies on similar data sources and methods. Tha mputs are QGGA data and estimates for
imputed social contributions received by the othstitutional sectors, which are respectively
mirrored in D.623 flows on the uses side. Estimagage to be made mainly for benefits paid
by private funded social security schemes, sosisistance benefits in cash paid by NPISH (if
any) and benefits received/paid from/to RoW in casetailed breakdown of current transfers
is not provided by BoP compilers.

Table 21 - Summary of national sources and metfmds.62 estimation

USE RES
S.11 S.12 S.13 S.1M S.2 S.AM S.2
BE | ASA smoothing| ASA smoothing| QGGA | Equal to Residual: |=S.1/PAY |Residual:
by linear trend |by linear trend D.612/S.1M/RECQNA total |+ S.2/PAY |QNA total
D5+D.6 |-S.2/REC |D.5+D.6
—QSADS5 —QSAD.S5-
— QSAD.6]1 QSAD.61
CZ |Equal to D.622 from QGGA| - Admin. =S.1/PAY |ASA
D.612/S.11/RECquart. NSI sur- survey + S.2/PAY |smoothing
vey on pension — S.2/IREC
funds; D.623
equal to
D.612/S.12/REC
DK |- Biannual data, | STPFY- BoP = S.1/PAY |BoP
P.1 as quarterly + S.2/PAY
indicator — S.2/IREC
DE |D.622 ASA D.622 ASA QGGA|Equal to BoP and =S.1/PAY |BoP
smoothing by |divided by 4. D.612/S.1M/RECstatutory |+ S.2/PAY
linear trend. D.623 equal to pension — S.2/IREC
D.623 equal to | D.612/S.11/REC insurance
D.612/S.11/REC
IE |- Annual data STPFS Annual data from BoP =S.1/PAY |BoP
from EU SILC EU SILC divided + S.2/PAY
divided by 4 by 4 — S.2/REC
EL |Equal to Equal to QGGA| Equal to - Residual -
D.612/S.11/RECD.612/S.12/REC D.612/S.1M/RE(
ES |Equal to Direct source QGGAStructure of pre-| BoP =S.1/PAY |BoP
D.612/S.11/REC vious year + S.2/PAY
— S.2/IREC
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USE RES

S.11 S.12 S.13 S.1M S.2 S.1M S.2
FR |Equal to ASA allocated |QGGA|D.624 residual | ASA disag{= S.1/PAY |ASA
D.612/S.11/RECby quart. pattern gregation |+ S.2/PAY |smoothing
of priv. med. with BoP |- S.2/REC
insurance reim- data as indi;
bursements cator
IT |ASA smoothing| ASA smoothing| STPFS ASA smoothing | BoP =S.1/PAY |BoP
by linear trend |by linear trend by linear trend + S.2/PAY
— S.2/REC
NL |Equal to D.622 S.125 |QGGA|Equalto Estimate |=S.1/PAY |Estimates
D.612/S.11/RECquarterly survey D.612/S.1M/RECbased on |+ S.2/PAY |based on
data (since annual in- |- S.2/REC |annual soc.
2007)..D.623: come panel security re-
equal to among resi- ports
D.612/S.11/REC dents
AT |Equal to ASA disaggre- |QGGA|Equal to BoP =S.1/PAY |BoP
D.612/S.11/RECgation with D.612/S.1M/RE( + S.2/PAY
D.1/S.1/PAY as - S.2/REC
indicator
PL |- Not yet avail- |QGGA|- - - -
able
PT |Equal to ASA disaggre- |QGGA|Equal to BoP =S.1/PAY |BoP
D.612/S.11/RECgation with D.612/S.14/REC + S.2/PAY
combined indi- — S.2/REC

cator based on
quart. data of
pensions paid

and GDP
Fl |- ASA divided by | STPFS - ASA di- = S.1/PAY |ASA divided
4 vided by 4 |+ S.2/PAY |by4
— S.2/IREC
SE |ASA disaggre- |Quart. data fromQGGA| - - = S.1PAY -
gation Swedish Finan-
cial Supervisory
Authority (FI)
UK | Equal to D.622 quart. QGGA|D.623 equal to |- = S.1/PAY |ONS quar-
D.612/S.11/RECstat. survey. D.612/S.1M/REC + S.2/PAY |terly survey
D.623:equal to — S.2/[REC
D.612/S.11/REC
NO |- - - D.624:ASA - D.621: -
smoothing / ex- QGGA.
trapolation by D.622, D.624
linear trend ASA smooth-
ing / extrapo-
lation by lin-
ear trend

3.7.4 D.71 — Net non-life insurance premiums

Definition and coverage

Net non-life insurance premiums are premiums payalpider policies taken out by institu-

tional units to provide cover against various ewenit accidents resulting in damage to goods
or property, or harm to persons as a result of matwr human causes (fires, floods, crashes,
theft, violence, accidents, sickness, etc.) orrgjdinancial losses resulting from such events.
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The policies taken out by individual households thi@se taken out on their own initiative
and for their own benefit, independently of thempdoyers or government and outside any
social insurance scheme.

Net non-life insurance premiums comprise both tttea premiums payable by policy hold-
ers to obtain insurance cover during the accountiegiod (premiums earned) and the pre-
mium supplements payable out of the property incattnduted to insurance policy holders,
after deducting the service charges of insuranderpenises arranging the insurance.

Time of recording

Net non-life insurance premiums are recorded wihexy fare earned.

Premiums earned in the current period are those twer risks outstanding in the current
period. They must be distinguished from the premidoe for payment during the current
period, which are likely to cover risks in futurerwds as well as the current period.

(ESA 95, §§ 4.109-4.110)

Almost half of the countries considered4, DK, EL, IT, NL, PT, AT, FI, SE, UK)) have
access to infra-annual information related to rieihsurance activities, which is collected
either by NSI quarterly statistical surve¥dZ, NL (starting from 2007) andK), provided at
quarterly basis by administrative authorities sujgang insurance markeDK (semi-annual
data),IT, SE) or by business organisations representing thesimg (such as Associations of
Insurance Companies EL, PT andFl). These infra-annual data sources provide infaonat
only on premiums receivable and/or claims payatdemally by type of insurance product,
without breakdown to counterpart sectors. The artsoohnet-premiums paid by institutional
sectors are often determined on the basis of estth@nnual structure unless direct identifica-
tion of the counterpart sectors is possible orbteas of detailed data by type of insurance.

In other countries, only annual information is dafalie to QSA compilers both on payments
and receipts of non-life insurance premiuBE(DE, FR, IE, NO). ASA estimates are most
commonly temporarily disaggregated into quarteragsuming a linear trend.

The availability of the necessary detail in BoPadidiat enables the estimation of premiums
and claims flows from and to the RoW is reporte®isy DE, |IE, IT, PT andEl.
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Table 22 - Summary of national sources and metfmds.71 estimation

USE RES
S.11 | S.12 S.13 S.1M S.2 S.12 | S.2
BE | ASA smoothing by linear trend | QGGA| Residual ASA ASA smoothing by linear tren
smoothing
by linear
trend
CZ | Total D.71/S.12/REC allocated to paying sectorafwyual structure of | Data of quart. |-
gross premiums available from annual NSI survejnearance companieslSI survey on
(year t-2) insurance com-
panies
DK |Residual Biannual dataS.13 N/A BoP Biannual data; |BoP
suppl. info assumed suppl. info from
from 8 insur- |to be 8 insurance com
ance compa- |self- panies used for
nies used for |insured allocation to
allocation to quarters
quarters
DE| ASA smoothing by linear trend; annual data alloddte |BoP ASA smoothing | BoP
paying sectors using Insurance Supervisory Bodyimé- by linear trend
tion by type of insurance
IE | Annual data from Irish Financial Regulator evenlyided |BoP = S.1/PAY BoP
over quarters; broken down to sectors using Houdehg + S.2/PAY
Budged Survey and administrative sources
EL | Total - - Total D.71/ |- Extrapolated / |-
D.71/S.12/REC S.12/REC disaggr. using
allocated to pay- allocated to quart. data of
ing sectors by paying sector$ Ass. of Insurance
ASA structure by ASA struc- Companies on
ture gross premiums
received
ES | Applying annual | Direct source | QGGA | Applying BoP Direct source BoP
ratio ofS.11 to annual ratio o
(S.11 + S.1M) S.11to (S.11
to total RES — + S.1M)to
S.12/PAY — total RES —
S.13/PAY — S.12/PAY —
S.2/PAY S.13/PAY —
S.2/PAY
FR ASA smoothing by linear trend Residual ASA
smoothing
by linear
trend
IT |Annual data allocated to S.11 apQGGA | Households: |BoP ASA disaggr. by|BoP
S.12 using as an indicator the ASA disaggr. quarterly gross
pattern of total D.71/REC by S.12 by indicator insurance premi-
net of D.71/PAY by S.1M from quart. ums as indicator
HBS. Rest of
S.1M:as S.11
S.12
NL |=D.72/S.11/RECPartly ASA |QGGA | ASAdisag- |S.125 coun;S.125 quarterly |S.125 coun
that is based on | divided by 4 gregation by |terpart data|survey terpart data
relationship of Denton
claims to product method

tion observed

over 15 years
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USE RES
S.11 | S.12 | S.13] S.1M S.2 S.12 S.2
AT | Premiums earned by S.12 and S.2 allocated to pagciprs BoP ASA disaggr. BoP
using ASA structure with rough breakdown by typeénf using quart. net
surance premiums from
insurance statis-
tics (by type of
insurance) as
indicator
PL | Allocation to sectors using annual structure araruly |- Quart. data by |-
data by different type of non-life insurance (fr@wlish dif-f. type of non-
Financial Supervision Authority) life insurance
from Polish Fin.
Supervision Au-
thority
PT | ASA disaggregai ASA disaggr. | QGGA | Residual Gross pre{ ASA disaggr./ | Gross pre-
tion by D.71/ extrapolation miums from| extrapolation miums from
S.12/REC series| with quart. BoP multi- |with quart. data | BoP multi-
as quarterly indi-| data on non- plied with | on non-life insur-| plied with
cator life insurance annual ratiol ance premiums |annual ratio|
premiums of D.71 to of D.71 to
BoP premi- BoP premi-
ums ums
FI |ASA share ASA divided |ASA Residual BoP = D.72/S.12/PABoP
weighted by typg by 4 divided estimated using
of insurance by 4 monthly data on
non-life insur-
ance claims paid
as indicator
SE |Annual shares by kind of insur-| QGGA | Annual sharesBoP ASA disaggr. by|BoP
ance applied on quarter totals by kind of quart. gross pre-
insurance ap- miums and pre-
plied on quar- mium supple-
ter totals ments received
UK | D71/S.12/REC broken down by counterpart sectorguay-| Quart. NSI | Data by type of |Quart. NSI
terly data from financial services authority, Asation of |survey on |insurance from |survey on
British Insurance and NSI survey of insurance camgs | overseas |quart. NSI surveyoverseas
trade in trade in
services services
NO |- - - ASA divided |- - -
by 4
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3.7.5 D.72 — Non-life insurance claims

Definition and coverage

Non-life insurance claims represent the claims doder contracts in respect of non-life in-
surance; that is, the amounts which insurance @mnises are obliged to pay in settlement of
injuries or damage suffered by persons or goodsn-Me insurance claims do not include
payments which constitute social benefits.

The total claims due must equal the net non-lienpums receivable by an insurance enter-
prise during the same accounting period, as thevisercharges on non-life insurance are
calculated by subtracting claims due from the corabivalue of the premiums earned and
premium supplements.

Some claims arise because of damage or injuriestitleapolicy holders cause to the property
or persons of third parties. In these cases, veli&ims are recorded as being payable directly
by the insurance enterprise to the injured paréesd not indirectly via the policy holder.

Time of recording:

Non-life insurance claims are recorded at the time accident or other event insured against
occurs.

(ESA 95, §§ 4.112-4.115 )

Non-life insurance claims are estimated in parallig¢h net non-life insurance premiums gen-
erally relying on the same data sources and metbgidal approaches and respecting the
equality D.72/S.12/PAY = D.71/S.12/REC.

The assumption on the equality of premiums paid @atns received by the other institu-
tional sectors is applied in the compilation preceteither D.71 or D.72 b®K, IE, NL and
UK.

3.7.6 D.74 — Current international co-operation

Definition and coverage

Current international co-operation includes all trsfers in cash or in kind between general
government and governments or international orgatn®s in the rest of the world, except
investment grants and other capital transfers. Spadly, it covers:

- The non-tax contributions of the government toltistitutions of the European Union,
except the 'GNI' based fourth own resource;

- The contributions of the government to internatiamganisations (excluding taxes pay-
able by member governments to supra-national ogdians);



- Any current transfers which general government neggive from the institutions or or-
ganisations referred to under a) and b);

- Current transfers between governments, either shda.g. payments intended to finance
the budget deficits of foreign countries or ovessearitories) or in kind (e.g. counter-
part of gifts of food, military equipment, emerggerad after natural disasters in the
form of food, clothing, medicines, etc.);

- Wages and salaries paid by a government, an Iistitwf the European Union or an in-
ternational organisation, to advisers or techni@asistance experts made available to
developing countries.

Time of recording

The time the regulations in force stipulate thengf@rs are to be made (obligatory transfers),
or the time the transfers are made (voluntary tfars.

(ESA 95, §§ 4.121-4.123)

As only two institutional sectors are involved imst transaction (General Government and
Rest of the world), whose accounts are normallyptad beside the QSA compilation proc-

ess (as QGGA and BoP), estimation of this transacgs not currently considered in detail in

this document.

The main issue related to this transaction is thesistency between the respective flows as
estimated in QGGA accounts versus BoP. In mosttcesn QSA estimates for both S.13 and
S.2 are totally based on QGGA information.

Only in DE is the total value of international cooperatioangactions determined by BoP,
since the same classification system is used flanba of payments and national accounts.

ER is the only country which does not use any quigrteformation, neither from BoP nor
from QGGA, to estimate D.74 flows. Instead, thewalrflows are smoothed over quarters.

3.7.7 D.75 — Miscellaneous current transfers

Definition and coverage

This heading includes:

- Current transfers to NPISHs - all voluntary cobtitions (other than legacies) including
transfers in kind to charities (e.g. gifts of foadpthing, medicines etc.), membership
subscriptions and financial assistance which NPI&t®ive from households (including
non-resident households) and, to a lesser extesr) bther sectors (excluding transfers
made for the specific purpose of financing cap&gpenditure). Excluded are the pay-
ments of membership dues or subscriptions to madkés serving businesses, such as
chambers of commerce or trade associations, whieltraated as payments for services
rendered.
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Current transfer between households - all curreansfers in cash or in kind made, or
received, by resident households to, or from, otksrdent or non-resident households.
In particular, these comprise remittances by emiggaor workers permanently settled
abroad (or working abroad for a period of a yearlonger) to members of their family
living in their country of origin.

Fines and penalties - imposed on institutional sifoy courts of law or quasi-judicial
bodies are treated as compulsory current transféises and penalties imposed by tax
authorities for the evasion or late payment of s&axe&hich cannot usually be distin-
guished from the taxes themselves, are excluded.

Lotteries and gambling - The amounts paid for Igttéckets or placed in bets consist of
two elements: the payment of a service chargedauttit organising the lottery or gam-

bling and a residual current transfer that is paidt to the winners. The transfers are re-
garded in the system as taking place directly behntbose participating in the lottery or

gambling, that is, between households.

Payments of compensation - current transfers pgithbtitutional units to other institu-
tional units in compensation for injury to persamsdamage to property caused by the
former, excluding payments of non-life insurancaines. Payments of compensation
could be either compulsory payments awarded byuat aif law, or ex gratia payments
agreed out of court. This heading covers ex grpagments made by government units
or NPISHs in compensation for injuries or damageised by natural disasters other
than those classified as capital transfers.

GNI based fourth own resource - created by the Cibirecision of 24 June 1988 on the
system of Communities’ own resources is a curramsfer paid by the general govern-
ment of each Member State to the Institutions efEboropean Union. It is a residual
contribution to the budget of those Institutionsjch is assessed on the levels of GNI of
each of the countries.

Others (e.g. travelling fellowships and awards p#odresident or non-resident house-
holds by general government or NPISHs; currenhs$fars from NPISHSs to the rest of
the world; sponsoring by corporations if those pawts cannot be regarded as pur-
chases of advertising or other services (transferscholarships) etc.).

Time of recording

Voluntary current transfers (as transfers to NPISbistween households, ex gratia payments
for compensation) are recorded at the time theyraagle.

Compulsory payments (as fines and penalties, GNfed&urth own resource, government
transfers) are recorded at the time the liabilitesse.

(ESA 95, §§ 4.125-4.140)

This transaction can be subdivided to three braadpgs of flows:

Flows between General Government and other inistitak sectors;
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- Flows between Rest of the World and domestic usbihal sectors;
- Flows between Households and NPISH.

Flows related to general governmamné normally well backed by quarterly data from@%G
often with sufficient level of detail that allowsrelct identification of the counterpart sectors
or use of certain simplifying assumptions. For eglaninIT, QGGA supply information on
D.75 payments and receipts by type of units (statesr units of central government; regions;
provinces and municipalities, health institutiossgial security funds). Detailed ASA figures
by sectors are disaggregated using the quartettgrpaof the relevant type of government
units flows.

In cases where the counterpart details are notadaj imposition of the annual sector struc-
ture, smoothing, even allocation to quarters ordued estimation via matrix balancing are
used to derive quarterly estimates for relatedtiriginal sectors (partlBE, EL, AT, FI).

Estimates of the flows between the RoW and domesiidutional sectorare based on quar-
terly BoP data (or QNA estimates in the case$Tofand AT) and counterpart information
from QGGA for the flows between general governneaend EU institutions. In several cases,
additional information is available on the breakdoef private current transfers with RoW
that can be used to produce estimates by domestiors DE, IT, PL). In DK, private trans-
fers are evenly allocated between S.11 and S.1Mnasg that there is no transaction with
financial corporations. In all other cases indirestimation is used.

In most cases there is no quarterly data availabl@ows between Households and NPJSH
SO most countries use indirect estimations or dafete these flows for practical reasons
(DE, AT). Only IE, FI andDK reported availability of some relevant quarteriformation
that is used to estimate these flows either diyemtlas ASA disaggregation by indicator. This
concerns information on voluntary contributions, nfbership subscriptions and charitable
donations obtained from the Household Budget Sunvély, information from tax authorities
on church taxes and payments to trade uniof$ and data on lottery prizes DK.

EL did not provide any information on how the estiesafor this sub-category of D.75 flows
are made.

ER is the only country which does not use any quigri@formation neither from BoP nor
from QGGA to estimate D.75 flows fully relying omeothing techniques in order to allocate
ASA estimates to quarters.
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Table 23 - Summary of national sources and metfards.75 estimation

USE RES
S.11 S.12 S.13 S.1M S.2 S.11 S.12 S.13 S.1M S.2
BE |Flowsto S.1M |Flows to QGGA by Smoothing or Smoothing or|S.13 data + S.2S.13 data + |STPFS D.7 —| Sum of counter- | QNA D.7 —
and S.2 S.13 and counterpart | residual residual ASA smoothed|S.2 ASA QSAD.71, |part QSA estimate
smoothed or |S.1M sector smoothed D.74 estimates for D.71,
divided by 4; to| smoothed or D.72,D.74
S.13 - residual| divided by 4
CZ |Estimation Estimation |QGGA by Flows to S.13 + |Residual from| Estimation Estimation |QGGA by Flows from S.13 | Residual from
based on ASA |based on counterpart | model estimate ofBoP item based on ASA |based on counterpart |+ ASA disaggr. |BoP item "cur
structure (lot- |ASA struc- |sector remittances to S.pP'current transt structure (lot- | ASA struc- |sector rent transfers"
tery winnings); | ture +ASA disaggr. |fers" tery winnings); | ture
residual item for the rest residual item
DK* | Residual - STPFS Data on lottery | BoP Flows from - STPFS Data on lottery |BoP
prices + flows to S.13+ % of pri- prices + flows
S.13 + % of pri- vate flows from from S.13 + % of
vate flows to S.2 S.2 private flows
from S.2
DE |Counterpart |- QGGA by Counterpart data| BoP by coun-| Counterpart Counterpart | QGGA by Counterpart data| BoP by coun-
data of S.13 counterpart |of S.13 and S2 |terpart sector |data of S.13 anata of S.13 |counterpart |of S.13 and S2 |terpart sector
and S.2 sector S2 and S.2 sector
IE |- - STPFS RoW flows from| Residual item| - - - BoP; STPFS; BoP
BoP data; NPISH from BoP household survey
flows from data
household survey
EL |[Flowsto S.12, |ASA QGGA Flows to S.12, |BoP Flows from ASA smooth-| QGGA Flows from S.12,| BoP
S.13 and S.2 |smoothing S.13 and S.2 allo- S.12,S.13 and|ing S.13 and S.2 allof
allocated pro cated pro rata to S.2 allocated cated pro rata to
rata to S.11 S.1M share in pro rata to S.11 S.1M share in
share in GVA GVA share in GVA GVA
ES |Matrix esti- Direct QGGA Matrix estimatior| BoP - Direct QGGA Matrix esti- BoP
mation with source with info of other sources mation with info
info of other sectors of other sectors
sectors
FR ASA smoothing by linear trend except S.13 (resigual ASA smoothing by linear trend




USE RES
S.11 | S.12 S.13 S.1M S.2 S.11 | S.12 S.13 S.1M S.2
IT |ASA disaggregated by quar-| QGGA by As S.11/S.12 + |QNA,; BoP for| ASA disaggr. by quarterly patt QGGA by Same as QNA; BoP by
terly pattern of relevant S.13| groups of ASA smoothed | priv. transfers|tern of relevant S.13 sub-groypype of S.13 |S.11/S.12 + ASA|type of flow
sub-group flow + part of pri- | S.13 units flows to S.1M and workers |flow + part of private transferg units involved smoothed flows to(priv. trans-
vate transfers to S.2 involved remittances |to S.2 S.1M fers, workers
remittances)
NL |[Quarterlised |- QGGA by As S.11/S.12 + |BoP Annual estimate QGGA by Same as S.11, |BoP, S.13 dat
annual estimate counterpart | ASA dissaggr. of| by counterpartquarterlized by counterpart |S.12 + ASA dis- | by counterpart
adjusted by S.13 detail flows to S.1M detail Denton method detail sagregation of | detalil
counterpart info flows to S.1M
AT | S.13 and S2 counterpart data QGGA by|As S.11, S.12 BoP by coun- S.13 and S2 counterpart data QGGA by| Same as BoP by coun-
counterparts terparts counterparts |S.11/S.12 terparts
PL Counterpart data from S.13 QGGA by |As S.11, S.12 + |BoP with Counterpart data from S.13] QGGA by |As S.11, S.12 + |BoP with
counterpart | ASA disaggr. on | breakdown of counterpart |ASA disaggr. of |breakdown of
data flows to S.1M current trans- data flows from S.1M |current trans-
fers fers
PT |Residual ASA disag-| QGGA ASA disaggr./ |QGGA,; pri- |Counterpart |ASAdisag- |QGGA ASA disaggr./ |QGGA, pri-
gregation extrapol. by vate transfers| data from S.13 | gregation by extrapol. by quart.vate transfers
using GDP quart. dataon |from BoP GDP as indi- data on priv. from BoP
as indicator priv. transfers cator transfers from
from BoP (REC) BoP (PAY)
FI* |ASA divided |ASA divided| N/A ASA disaggr. by | ASA divided |ASA divided by| - N/A N/A ASA divided
by 4 by 4 quart. dataon |by 4 4 by 4
church taxes and
trade union fees
SE |- N/A QGGA by QGGA data QGGA,; priv. | N/A Quart. admin] QGGA by QGGA data QGGA,; pri-
counterpart transfers from data on extratcounterpart vate transfers
BoP ordin. income from BoP
UK |QGGA QGGA QGGA QGGA QGGA QGGA QGGA QGGA QGGA QGGA
NO |- - - To S.13, other |- - - - To S.13 and other

priv. flows: ASA
divided by 4; to
S.2:BoP; to
NPISH: con-

sumption as indi-

cator

priv. flows: ASA
divided by 4; to
S.2:BoP; to
NPISH: con-
sumption as indi-
cator

*) D.7N estimated as total without breakdown to-somponents (D.74 and D.75)
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3.7.8 D.8 — Adjustment for the change in the net @ity of households in pension funds
reserves

Definition

The adjustment for the change in the net equityoakeholds in pension funds reserves (D.8)
represents the adjustment needed to make appeaeisaving of households the change in
the actuarial reserves on which households havefmitke claim as owners of the reserves of
private funded schemes, both autonomous and namantous, (a claim which re-appears at

the financial level as an asset under heading Fa1) which are fed by premiums and con-
tributions recorded in the secondary distributidnrmcome account as social contributions.

The adjustment is equal to:

the total value of the actual social contributioinsrespect of pensions payable into
private funded pension schemes, including the w@iaie of contribution supplements
payable out of the property income attributed teuirance policy holders and exclud-
ing the value of the associated service charges

MINUS

the total value of the pensions paid out as sdosirance benefits by private funded
pension schemes.

It is payable by the insurance enterprises or aatoaus pension funds or employers main-
taining non autonomous pension funds and addetealisposable income, or adjusted dis-
posable income, of households in the use of in@moeunts before arriving at saving..

Time of recording

The adjustment is recorded according to the flowskwcompose it.
(ESA 95, 88 4.141-4.143)

As follows from the definition, D.8 is the differem between social contributions received
and pension benefits paid by private funded penfsinds. Thus, its estimation is straightfor-
ward for the countries having detailed quarterlynestes of underlying flows or where pri-
vate funded social security flows are related dolypensionsBE, CZ, DK, IE, ES, NL,
UK).

IT, DE andFlI use indirect allocation of the annual figures taiers. AT takes the respec-
tive estimate as recorded in the QFA compiled leyNICB (F.612).

EL andER do not record any D.8 flow in their sector accgunt

Only two countriesNL andUK, record D.8 flows in the RoW account. For all atheun-
tries, private funded pension flows are limitedite domestic economy.

For this transaction, consistency should be mosmitawith the related flows D.61 and D.62
and its counterpart in financial accounts (F.612).



Table 24 - Summary of national sources and metfads.8 estimation

USES RESOURCES
S.11 S.12 S.13 S.1M Sj2 S.AM S.2
BE |ASA divided by 4 D.611/S.12/REC |QGGA|- - = S.1/PAY | -
— D.622/S.12/PAY
cz |- Quarterly NSI sur-| - - - =S.1/PAY | -
vey on balance of
pension insurance
DK |- D.61/S.12/REC |- - - = S.1/PAY | -
— D.62/S.12/PAY
DE |D.61- and D.612/S.11/|D.611/S.12/REC — - - - =S.1/PAY | -
REC - D.622- and D.622/S.12/
D.623/S.11/PAY relatedPAY related to
to pensions flows pensions flows
IE |- D.61/S.12/REC |- - NA |=S.1/PAY | NA
— D.62/S.12/PAY
EL |- - - - - - -
ES |- D.611/S.12/REC |- - - =S.1/PAY | -
— S.622/S.12/PAY
FR No private pension insurance in FR
IT |QNA data (ASA QNA data (ASA |- QONA data |- = S.1/PAY | -
smoothing by linear | smoothing by linear (ASA
trend) trend) smoothing
by linear
trend)
NL |- D.611/S.12/REC |- - - Residual D.611/S.2/PAY
— D.622/S.12/PAY -
related to pensiong D.622/S.2/REC
AT |- QFA F.612 esti- |- - - =S.1/PAY | -
mate
PL |- Data from Polish |- - - =S.1/PAY | -
Financial Authority|
adjusted to own
estimations of hold-
ing gains (losses)
PT |- D.611/S.12/REC |- - - =S.1/PAY | -
— D.622/S.12/PAY
Fl |- ASA divided by 4 | - - - = S.1/PAY| -
SE |Data on pension flows, net of premiums, iNE@QGGA | - - = S.1/PAY | -
premium supplements, minus benefits paid
UK |- D.611/S.12/REC |- - - S.1M share|S2 share of
— D.622/S.12/PAY of S.1/PAY |S.1/PAY defined
defined by |by quarterly
quarterly  |indicator
indicator
NO |- - Derived - Derived -
from D.61 from D.61
and D.62; and D.62;
harmonisa- harmonisa-
tion of tion of
quart. data quart. data
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3.8  Compilation of capital transfers and other capgal account flows

3.8.1 D.91 - Capital taxes

Definition and coverage

Capital taxes consist of taxes levied at irregwdad very infrequent intervals on the values of
the assets or net worth owned by institutionalsifetg. betterment levies, that is taxes on the
increase in the value of agricultural land due farming permission to develop the land for
commercial or residential purposes) or on the valoé assets transferred between institu-
tional units as a result of legacies, gifts int@éros or other transfers (inheritance taxes, death
duties and taxes on gifts inter vivos).

Time of recording

Capital taxes are recorded at the time when thditdilities arise.
(ESA 95, 88 4.148-4.150)

As can be seen from the table below, in most castnly two institutional sectors are in-
volved in this transaction: Households and NPISlkba&payers for the benefit of general gov-
ernment. Thus, quarterly flows can be directlyreated on the basis of QGGA records.

Only in IT. andES are non-financial corporations liable to pay calpiaxes. Flows from/to
RoW are recorded only b§Z.



Table 25 - Summary of national sources and metfmds.91 estimation

on

USE RES USE & RES
S.11 S.12| S.13 S.AM S.13 S.2
BE |- - - = S.13/REC QGGA -
cz |- - - Residual QGGA Estimate based
BoP

DK |- - - = S.13/REC QGGA -
DE |- - - = S.13/REC QGGA -
IE - - - = S.13/REC STPFS -
EL - - - = S.13/REC QGGA -
ES |ASA share - - ASA share QGGA
FR |- - - = S.13/REC QGGA -
IT direct data on ex- |- - direct data on extraordii STPFS, some detail -

traordinary trans- nary transfers if any; in | on extraordinary

fers if any; in other other cases ASA share dfansfers

cases ASA share S.13/REC

of S.13/REC
NL |- - - = S.13REC QGGA -
AT |- - - =S.13REC QGGA -
PL - - - =S.13REC QGGA -
PT |- - - =S.13REC QGGA -
FI - - - =S.13REC STPFS
SE |- - - =S.13REC QGGA -
UK |- - - =S.13REC QGGA
NO |- - - No direct quarterly datal.- -

Simple projection based
on quarterly figures fron
the base year, combine
with the assumption tha|
it is equally distributed
to quarters.

jon

93



3.8.2 D.92 - Investment grants

Definition and coverage

Investment grants consist of capital transfers astcor in kind (e.g. transfers of transport
equipment, machinery etc.) made by governmenty tnebrest of the world to other resident
or non-resident institutional units to finance all part of the costs of their acquiring fixed
assets.

Investment grants do not include transfers of amyitequipment in the form of weapons or
equipment whose sole function is to fire such weapas they are not classified as fixed as-
sets.

The value of capital formation carried out by geadegovernment for the benefit of other sec-
tors of the economy is also to be shown under imassg grants whenever the beneficiary is
identifiable and becomes the owner of the capital.

Heading D.92 includes not only single non-recurrpayments designed to finance capital

formation during the same period, but also instaltngayments in respect of capital forma-

tion carried out during an earlier period. Thusp#e parts of the annual payments by general
government which represent the amortisation of gletdintracted by enterprises for the pur-

pose of capital formation projects for whose ansation the government has assumed total
or partial responsibility, are also treated as istiment grants.

Grants for interest relief made by general governtvage, however, excluded, even when the
object of the relief is to encourage capital forroat In practice, the assumption by public
authorities of part of the interest charges congés, like the flow of interest itself, a current
distributive transaction. Nevertheless, when a gisarves the dual purpose of financing the
amortisation of the debt contracted and the payneérihe interest on the capital borrowed,
and when it is not possible to separate these tements, the whole of the grant is treated in
the accounts as an investment grant.

Time of recording

Investment grants in cash are recorded when themeay is due to be made. Investment
grants in kind are recorded when the ownershiphefdsset is transferred.

(ESA 95, §8§ 4.152-4.162)

Seven countriesBE, DK, IE, ES, IT, FI, NO) do not compile separate estimates for this
transaction. Investment grants are estimated asupgogether with other capital transfers.

The estimation of investment grants and other abpiainsfers and the quality of such esti-
mates depends to a great extent on the availalofityelevant quarterly information from
QGGA and BoP, as well as on sufficient level ofadlaif these data sources.

94



ER is the only country that does not make use oftgdgrinformation from S.13 and S.2 and
relies entirely on ASA data and smoothing technsgioe the estimation of investment grants.

Table 26 - Summary of national sources and metfmds.92 estimation

USE RES
S.13 | S.2 S.11 | S.12 | S.13 S.AM | S.7

BE D.92 is compiled jointly with D.99 as D.9N (see tisgction)

CZ |QGGA by coun-|{QGGA by coun- |QGGAdata | QGGA |QGGA |QGGA data -
terparts terparts data data

DK D.92 is compiled jointly with D.99 as D.9N (see hsgction)

DE |QGGA with BoP and QGGA Counterparts- QGGA | Counterparts |BoP and
some detail on data data QGGA
counterparts

IE D.92 is compiled jointly with D.99 as D.9N (see tsgction)

EL |QGGA total BoP Estimation by- QGGA |Estimation by |BoP

ASA share total ASA share

ES D.92 is compiled jointly with D.99 as D.9N (see tsgction)

FR |Residual ASA smoothing by linear trend

IT D.92 is compiled jointly with D.99 as D.9N (see tisgction)

NL |QGGA QGGA Counterpart |- QGGA | Time series; |QGGA

data; balanc- Denton method
ing balancing

AT |QGGA by coun-|BoP by counter- |S.13,S.2 S.13,S.2 |- S.13, S.2 coun{ BoP
terparts parts counterpart | counterpart terpart data

data data

PL |QGGA counter- |Other admin. data| Counterpart information from S13 and other admiaisBoP
parts sources on benefi{ tive data sources on beneficiaries of EU transfers

ciaries of EU trans-
fers

PT D.92 is compiled jointly with D.99 as D.9N (see hsgction)

FI D.92 is compiled jointly with D.99 as D.9N (see tsgction)

SE |QGGA BoP - - QGGA | - BoP

UK |QGGA QGGA QGGA - QGGA | QGGA QGGA

NO |- - - - - D.92 compiled |-

jointly with
D.99 as D.9N
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3.8.3 D.99 - Other capital transfers

Definition and coverage

Other capital transfers cover transfers other thamestment grants and capital taxes which
do not themselves redistribute income but redistalbsaving or wealth among the different
sectors or sub-sectors of the economy or the fetbieowvorld.

Other capital transfers include the following traasions:

payments by general government or by the rest efwbrld to the owners of capital
goods destroyed or damaged by acts of war, othétiqgad events or natural disasters
(floods etc.);

transfers from general government to non-financatporate and quasi-corporate en-
terprises to cover losses accumulated over sevgrahcial years or exceptional losses
from causes beyond the control of the enterprise;

non-recurrent bonus payments on savings grantegelyeral government to households
to reward them for their savings carried out ovepexiod of several years;

legacies, large gifts inter vivos and donationswestn units belonging to different sec-
tors, including legacies or large gifts to NPIsr(lexample, gifts to universities to cover
the costs of building new residential collegegdiies, laboratories, etc.);

the counterpart transaction of cancellation of deby agreement between institutional
units belonging to different sectors or sub-seci{dos example, the cancellation by the
government of a debt owed to it by a foreign coymayments in fulfilment of guaran-
tees which free defaulting debtors from their odtigns) - except the particular case of
taxes and social contributions payable to the gahgovernment sector (see 4.165 (j)).
Such cancellations by mutual agreement are treated capital transfer from the credi-
tor to the debtor equal to the value of the outdiag debt at the time of cancellation.
Likewise the counterpart transaction of debt asdionpis another capital transfer.
However, excluded are:

o Cancellation of financial claims against and asstiomp of liabilities from
quasi-corporations by the owner of the quasi-cogtimn. This case is treated
as a transaction in shares and other equity (seagraph 5.16);

o Debt cancellation against and debt assumption feoipublic corporation by
government which disappears as an institutionat imthe system. This case
is recorded in the other changes in the volume ssiets account (see para-
graphs 5.16, 6.29 and 6.30);

o Debt cancellation against and debt assumption feoipublic corporation by
government as a part of an ongoing process of figaton to be achieved in
a short term perspective. This case is treated #&mmsaction in shares and
other equity (see paragraph 5.16).



The writing-off of debt is not a transaction betweestitutional units and therefore does not
appear in either the capital account or the finat@ccount of the system. If the creditor de-
cides such a write-off, it should be recorded ia tther changes in the volume of assets ac-
counts of the creditor and the debtor. Provisiamsikfad debt are treated as book-keeping en-
tries that are internal to the institutional prodercunit and do not appear anywhere in the
system. The unilateral repudiation of debt by atdels also not a transaction and is not rec-
ognised in the system.

- that part of realised capital gains (or losses) @his redistributed to another sector, as,
for example, capital gains redistributed by insuwwancompanies to households. How-
ever, the counterpart transactions of transfergémeral government of the proceeds of
privatisation made indirectly (through a holdingnapany for example) have to be re-
corded as financial transactions in shares and otguity (F.5) and have therefore no
direct impact on the level of net lending/net bariieg of the general government;

- major payments in compensation for extensive daroagerious injuries not covered by
insurance policies. The payments may be awardedobyts of law or settled out of
court. They include payments of compensation fonadge caused by major explosions,
oil spillages, the side-effects of drugs, etc.

- extraordinary payments into social insurance funusde by employers (including gov-
ernment) of by government (as part of its sociatfion), in so far as these payments are
designed to increase the actuarial reserves ofdliesds.

- When taxes and social contributions payable togleeral government sector are re-
corded on the basis of assessments and declaratibmpart unlikely to be collected has
to be neutralised in the same accounting perio@sOther capital transfer” inside
the specific line D.995, between general governraadtthe relevant sectors. This D.995
flow has to be subdivided according to the codihghe different taxes and social con-
tributions concerned.

Time of recording

Other capital transfers in cash are recorded whes payment is due to be made.

Other capital transfers in kind are recorded whle twnership of the asset is transferred or
the liability cancelled by the creditor.

(ESA 95, §§ 4.164-4.166)

Similarly to secondary income distribution trangas, quarterly information on flows with
S.13 and S.2, possibly with some counterpart detailcrucial for the estimation of this item.
There are no data at quarterly frequency on othpital transfers between domestic private
sectors. This gap is filled by applying temporaadjgregation techniques to more sound and
complete ASA estimateg§R is the only country that does not make any ustn@fquarterly
information from S.13 and S.2 and relies totallyA®A data and smoothing techniques for
the estimation obther capital transfers.
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Table 27 - Summary of national sources and metfard3.99 estimation

USE RES
S.11 | S.12 S.13 S.1M S.2 S.11 | S.12 S.13 S.1M S.2
BE |ASA smoothing or residual viQGGA Same as QNA ASA smoothing or residual vifQGGA Same as QNA
matrix balancing S.11/S.12 matrix balancing S.11/S.12
Ccz QGGA data by sectors + ASIQGGA with | Same as QGGA data +| QGGA data by sectors + ASPFQGGA with |Same as QGGA data + esti-
smoothing for private transfefsome counter;S.11/S.12 estimate basegsmoothing for private transfersome countertS.11/S.12 mate based on BoP
part detail on BoP part detail
DK |[S.13 counter-|N/A QGGA with |S.13 counter-|BoP Residual N/A QGGA with |S.13 counter- | BoP
part data +1/2 counterpart |part data + 1/2 counterpart |part data + 1/2
of private detail of private detail of private
flows to S.2 — flows to S.2 flows from S.2
S.12 estimates
DE |QGGA coun- |ASA data on |QGGA by QGGA coun- |BoP, QGGA | S.12 and QGGA coun- |QGGA by S.12 and BoP, QGGA
terpart realised capi- |type of trans- |terpart QGGA coun- |terpart type of trans- | QGGA coun-
tal gains fers terpart fers terpart
smoothed by a
trend
IE STPFS with |- STPFS STPFS with |BoP STPFS with |- STPFS STPFS with |BoP
counterpart counterpart counterpart counterpart
detall detall detall detall
EL Estimation by |- QGGA Estimation by| BoP Estimation by| - QGGA Estimation by| BoP
ASA share ASA share ASA share ASA share
ES |Matrix estima{ Direct source | QGGA Matrix estimaBoP Matrix estimatDirect source | QGGA Matrix estimaBoP
tion with info tion with info tion with info tion with info
of other sec- of other sec- of other sec- of other sec-
tors tors tors tors
FR ASA smoothing by linear |Residual ASA smoothing by linear ASA smoothing by linear trend
trend trend
IT To S.13:ASA disaggr. by |QGGA To S.13as |BoP by type | From S.13direct data on ex{ QGGA To S.13as | BoP by type of trans-
S.13/REC quarterly pattern S.11, S.12. | of transfers; traordinary transactions; for S.11.To S.2 |fers
To S.2:bank debt cancella- To S.2 trans- | QGGA data the rest, ASA disaggr. by same as S.11
tions assigned to S.12 fers fromre- |on EU grants | S.13/REC quart. pattern. Frgm S.12 + trans-
patriations S.2:direct data on EU grants fers from re-

patriations




USE RES
S.11 S.12 S.13 S.1M S.2 S.11 S.12 S.13 S.1M S.2
NL |ASA/4, ASA smooth- | QGGA S.13 and S.2 |BoP; QGGA | ASA/ 4, Mainly ASA |QGGA S.13 and S.2 |BoP; QGGA
counterpart |ing, counter- counterpart counterpart |divided by 4, counterpart
data, adjusted part data, ad- data plus time data, adjusted plus balancing data plus ex-
by balancing |justed by bal- series, Denton by balancing |adjustments trapol. inheri-
ancing method tance esti-
mates by no.
of deceased
persons
AT S.13, S.2 counterparts datg;QGGA by As S.11 and |BoP S.13 and S.2 counterparts da@GGA by As S.11 and |BoP
S.2 counterparts defined bycounterpart |S.12 S.2 counterparts defined bycounterpart |S.12
ASA structure sectors ASA structure sectors
PL Partly S.13 and S.2 counterpa@@GGA by As S.11 and |BoP Partly S.13 and S.2 counterpa@@GGA by As S.11 and |BoP counterparts
data type of trans- | S.12 counterparts data type of trans- | S.12
fers fers
PT |To S.13:ASA |Direct data QGGA ASA smootht QGGA,; pri- |S.13 and S.2 | Direct data QGGA Residual QGGA, private tran
disaggr. by ing by linear |vate transfers|counterparts fers from BoP
S.13/REC trend from BoP data; S.2
guart. pattern counterparts
defined by
ASA structure
FI ASA divided by 4 STPFS ASA divided BoP ASA divided by 4 STPFS Residual BoP
by 4
SE |N/A N/A QGGA Counterpart | QGGA; priv. |N/A N/A QGGA Counterpart | QGGA,; private trans-
data from transfers from data from fers from BoP
QGGAand |BoP QGGA and
BoP BoP
UK |QGGA QGGA QGGA QGGA QGGA QGGA QGGA QGGA QGGA QGGA
NO |- - - Simple project- - - - Simple project-
tion; equal tion; equal
distribution to distribution to
guarters guarters
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3.8.4 K.1 - Consumption of fixed capital

Definition and coverage

Consumption of fixed capital represents the amofifiked assets used up, during the period
under consideration, as a result of normal wear a@ar and foreseeable obsolescence, in-
cluding a provision for losses of fixed assets asslt of accidental damage which can be
insured against.

Consumption of fixed capital must be calculateddibfixed assets (except animals), includ-
ing both tangible fixed assets and intangible figsdets such as mineral exploration costs
and software, major improvements to non-producesttgsand costs of ownership transfers
associated with non-produced assets.

Consumption of fixed capital (which should be dmiished from the depreciation allowed
for tax purposes or the depreciation shown in bessnaccounts) should be estimated on the
basis of the stock of fixed assets and the proba@eage economic life of the different cate-
gories of those goods. For the calculation of ttols of fixed assets, the perpetual inventory
method (PIM) is recommended whenever direct inftionaon the stock of fixed assets is
missing. The stock of fixed assets should be vati¢kde purchasers’ prices of the current
period.

Consumption of fixed capital is calculated accogdin the ‘straight line’ method, by which
the value of a fixed asset is written off at a ¢anssrate over the whole lifetime of the good.
However, depending on the pattern of decline inetfieiency of a fixed asset the calculation
of consumption of fixed capital according to th@metric depreciation method may be re-
quired.

(ESA 95, 8§ 6.02-6.05)

Calculation of consumption of fixed capital by sestapplying a Perpetual Inventory Model
(PIM) is commonly carried out at annual frequerfel.is the only country who has reported
making such estimates at quarterly level.

Most commonly, ASA smoothing techniques adjustedINA constraint are used by coun-
tries to produce quarterly K.1 estimates by sectors



Table 28 - Summary of national sources and metfmds.1 estimation

S.11 S.12 S.13 S.1M S.1
BE | Residual ASA smoothingQGGA | ASA smoothing by linear trend QNA
by linear trend
CZ | Quarterly estimation by sector and industry, brotewn by 6 types of assets; K.1(q) = K.1(g-pyice
index - coefficient of retirement + increase in K.1 dud’t61(q)
DK |S.1-S.12 — S.13, allocated b@®NA, NACE J | QGGAAs S.11 QONA
industry-sector matrix based pn
ASA and quarterly VAT-data
DE ASA linear smoothing (ASA is based on PIM for attors)
IE | S.1 allocated to sector using sector structure| Q=GA | - QONA
served in 3 previous years
EL |S.1 allocated by ASA structure; discrepancies QGGA|As S.11 and S.12 QNA
with actual S.13 data adjusted in S.11
ES Quarterly estimate by sectors using PIM
FR ASA smoothing by linear trend
IT ASA disaggregation by QNA S.1 pattern STRAS S.11 and S.12 QNA
NL ASA disaggregation (ASA based on PIM for all seg}or
AT | ASA (estimated by PIM) extrapolated / dissagr.eytl; changes in sector classification and othangés
in volume explicitly taken into account
PL Quarterly estimate by sectors using PIM Sum
sectors
PT ASA linear smoothing (ASA is based on PIM) Residual QNA
FI ASA disaggregated / extrapolated by g/(g-4) chafde 1/K.1 from QNA QNA
SE | Calculation based on sector-allocated investméht&l) using quarterly PIM, assuming geom&um of
ric depreciation functions nrsectors
UK Quatrters interpolated from annual PIM
NO |- - - S.15, owner-occupied dwelling$i- |QNA

rectly from QNA data by industry;
S.141 ASA P.1 share of benchmark
year
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3.8.5 K.2 - Acquisitions less disposals of non-finaial non-produced assets

Definition and coverage

Non-financial non-produced assets consist of land ather tangible non-produced assets
that may be used in the production of goods andices, and intangible non-produced as-
sets.

Land is defined as the ground itself, includingl mvering and associated surface water.
Buildings or other structures on the land or thrbug (roads, tunnels, etc.) vineyards, or-
chards, or other plantations of trees and any grgycrops, etc, are not included in land, but
recorded as produced fixed assets.

Subsoil assets; non-cultivated biological resoureester resources below the ground belong
to tangible non-produced assets.

Intangible non-financial non-produced assets cdnsispatented entities, leases or other
transferable contracts, purchased goodwill and otimangible non-produced assets. Such
leases are on land, subsoil assets and resideatidl non-residential buildings. Further ex-
amples include transferable contracts with athleted authors.

Acquisitions and disposals of non-financial nongaroed assets are valued at current market
prices prevailing at the time the acquisitions/disals occur. The value of the acquisitions or
disposals of leases or other transferable contractssists of payments made to the original
or subsequent tenants or lessees when the leasesnoessions are sold or transferred to
other institutional units. This value excludes tlosts involved in the transfer of ownership of
land, which are treated as gross fixed capital fation.

(ESA 95, 88 6.06 - 6.13)

The K.2 value for the total economy is defined bg tounterpart information from RoW
(based on BoP). QGGA provide quarterly informationS.13 transactions with some coun-
terpart details, wherever available.

Data sources on transactions between domestict@rbggtors seem to be scarce even at an-
nual frequency, consequently in some cases assumigtiused that domestic sectors are in-
volved in the transactions only with S.13 or S.28A smoothing techniques are extensively
used for quarterly estimates.

ER is the only country that does not make any ugbdefjuarterly information from S.13 and
S.2 and relies totally on ASA data and smoothirtneques for the estimation tiis trans-
action.



Table 29 - Summary of national sources and metfmds.2 estimation

2d

S.11 S.12 S.13 S.1M S.1 S.2
BE Residual, excl. | ASA smooth- | QGGA with | ASA smoothing |=-S.2 ONA
transactions  |ing by linear |counterpart |by linear trend
with S.13 trend data for spe-
cific transac-
tions
Ccz Residual (S.1 —S.13-S.15) |QGGA S.14:as S.11 and|=-S.2 Estimate base
allocated to sectors using quart S.12. S.15ASA on BoP; sur-
terly survey on priv. producers’ allocated to quar- vey starting
net land acquisition ters by total data from 2009
on net land acqui
sition
DK Residual Annual figuresQGGA % of S.13+S.2 =-S.2 BoP
divided by 4
DE For undevel- |- QGGA For undeveloped| - BoP
oped land, land, QGGA data
QGGA data combined with
combined with ASA sector shares
ASA sector
shares
IE Counterpart of |- QGGA - =-S.2 BoP
quarterly BoP
EL Estimation by |ASA smooth- | QGGA Estimation by =-S.2 BoP
ASA structure |ing ASA structure
ES Estimation by |- QGGA Estimation by =0 BoP
ASA structure ASA structure
FR ASA smoothing by linear trend
IT ASA disaggre- | ASA smooth- | QGGA ASA disaggrega-|=-S.2 BoP
gation by quar-|ing tion by quarterly
terly S.2 S.2
NL Value of g-1, |Mostly ASA |QGGA Time series; dis- |[= 0 -
adjusted by divided by 4 aggregation by
balancing Denton method
AT Residual, S.1 — - QGGA - =-S.2 BoP
S.13
PL Not available - ASA derogation until 2011
PT S.13 counter- | ASA smooth- |QGGA Counterpart data| =-S.2 BoP
part data ing
Fl ASA divided by 4
SE Residual Quarterly ac- | QGGA Model-based es-|=0 -
counting data timation
UK Administrative survey data on property transactiopsectors, quat-Sum of sec{Data on pat-
terly; land not separable from structures on iistpartly recorded asors ents from
P.5; mainly agricultural land covered under thiadiag NSI's quart.
Overseas
Trade in Ser-
vices Inquiry
NO - - - Considered as ngt -
relevant for S.1M
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IV. EUROPEAN QSA: SOURCES AND METHODS

4.1  Organisational aspects

European QSA are compiled jointly by Eurostat drelEuropean Central Bank (ECB).

The sector accounts team of Eurostat unit' Gevernment and sector accounts; financial in-
dicators" (Eurostat Directorate C - "National andrdpean Accounts") is in charge of the
overall coordination of non-financial sector accsuior the euro area and EU.

The division "Euro Area Accounts & Economic Datd"HCB Directorate General for statis-

tics is responsible for the compilation of sevenglut statistics for the QSA of the euro area,
as well as for the compilation of the euro areartguly financial accounts including their rec-

onciliation with the non-financial part.

4.2 Release and revision policy

Non-financial and financial quarterly sector acdasuior the euro area are simultaneously re-
leased by Eurostat and ECB within 120 days afteré¢fierence quarter. Eurostat publishes as
well non-financial sector accounts aggregatesHerduropean Union.

Eurostat release covers full QSA data series (easenally adjusted) for the euro area and
EU as well as key indicators focusing on the penfmmce of non-financial corporations and
households (both raw and seasonally adjusted).

Regular QSA data revisions are driven by the rewsiin input data that are fully taken into
account in each compilation round. One priority tfog future is to develop a revision policy,
for both Member States and European aggregatdswithad limit changes in the series to a
given time span.

4.3 Coherence with related statistics

It is considered important to reconcile EuropearA@8&ta with STPFS aggregates, in particu-
lar, for the key items such as net lending/borrguitkespite the fact that some minor incon-
sistencies between QSA and STPFS exist in nat@B8a inputs. This consistency is ensured
by replacing QSA European aggregates for the seft@eneral government (S.13) by the
respective STPFS series. The inconsistencies dreaitethen allocated to non-government
sectors through the general balancing process. #awene should keep in mind that the
STPFS aggregates may sometimes still have vintdfgeeshces with annual government ag-
gregates (table 2) and EDP data.

Consistency between European annual and quarteciyuats is ensured by the fact that at
EA and EU aggregated level annual accounts anmatstd as a sum of quarterly data.

Vertical integration of European QSA is fully ackeel for the government and financial cor-
porations sectors and for RoW. There are still sdmerepancies, equal in size but opposite
in sign, for the households and non-financial coapons sectors.



As for quarterly main aggregates and balance ofmeays for euro area and EU, some dis-
crepancies with European QSA aggregates always &xia result of respective inconsisten-
cies in national inputs (for more details see sac.5 of the document) and consolidation of
flows between Member States in QSA data.

4.4  Compilation procedures of European non-financieaggregates
4.4.1 Data sources

Non-financial QSA transmitted by MS to Eurostat

The non-financial QSA data are collected and tranedto Eurostat by the National Statisti-
cal Institutes of the EU Member States following @SA regulation. These data are com-
piled on the basis of many sources, including atstrative data from government, censuses,
and surveys of businesses and households thatfreanycountry to country. For further in-
formation about national sources and collectionho@s$, please refer to part lll of the present
document.

Eurostat currently receives complete or almost detagQSA data sets from 16 MS above the
1% of European GDP threshold: Belgium, Czech Repubenmark, Germany, Greece, Ire-

land, Spain, France, Italy, the Netherlands, AastAoland, Portugal, Finland, Sweden and
the United Kingdortt-

As regards MS under the 1% of European GDP thrdsimabst of them (with the exception
of Luxembourg, Romania and Bulgaria) transmit mardess complete data for the general
government (S.13) sector and the rest of the w&Ia8).

The data covers a period starting from 1999Q1. Tdreytransmitted 90 days after the end of
the quarter to which the data refer.

Estimation of non-financial quarterly sector accous for missing countries (European
Union and Euro Area)

For aggregation purpose, missing countries, traimsecand sectors are estimated by Eurostat
or ECB but are not published separately. Theseimgiseems are estimated on the basis of
MS making use of the following data sets:

- Annual sector accounts (table 8 of the transmisgrogramme);
- Quarterly and annual main aggregates (table 1);

- Quarterly and annual general government data (&hled table 25);

! The Czech Republic has been so far slightly uttieone percent of European GDP threshold, busimnita
regularly full QSA data starting from 2004Q1.
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- Quarterly balance of payments data.

Sector accounts of the European institutions

The non-financial sector accounts of European Umghtutions (EUI) are compiled by Eu-
rostat on the basis of:

- Quarterly balance of payments data of the EUI;
- Annual financial report/budget of the EUI;
- Annual financial report of the European Investnigank.

The financial and non-financial accounts of ECB emepiled by the ECB-DG Statistics on
the basis of the profit and losses accounts arahbalsheet of the institution.

Estimation of the rest of the world

The estimation of the European rest of the worlcbants (consolidated for intra-European
flows) is achieved on the basis of:

- Balances of payments data of the MS broken dowrfldys with EA/EU Member
States(intra-flows) and all other countries (extoavs);

- Additional specific data from MS as regards tratisadD43 (result of survey data).

Benchmarking / substitution

European accounts are benchmarked on short-tertic gitance statistics (STPFS) for the
European Union and the Euro Area (table 25).

Balancing
For the balancing process, the following data aexlu

- Annual and (for the euro area) quarterly data ensictor allocation of intra-flows of re-
invested earnings on FDI (D.43);

- Intrastat data for asymmetries in goods.

4.4.2 European QSA compilation procedures

The euro area / European Union accounts are basdoubare not just a simple sum of the

national accounts of the Member States. First,scbamgder transactions between European
countries are eliminated from the rest of the waddounts. Second, the European institutions
and bodies are added. Third, inconsistencies imtcpwata, such as the “asymmetries” are
eliminated.

Several steps are necessary to convert the natgeonalints data by country into actual Euro-
pean accounts:

106



Validation of the national QSA data

Conversion to Euro (variable exchange rate)

Estimation of missing countries, sectors or tratisas

Addition of the sector accounts of the Europearnodmnstitutions
Estimation of the European rest of the world sector

Substitution on short-term public finance stats{i@ble 25)

N o o & w N PRF

Final balancing of the accounts

4.4.2.1 Validation of national QSA data

As a principle, only consistent and FISIM-adjustiada sets are used in the compilation of
European aggregates. In the validation processe ttypes of validation checks can be distin-
guished:

- Validation of the internal consistency of the deg#
- Validation of the consistency with the annual datd other related data sets;
- Revision checks as compared to previous transmissio

Listed checks are fully performed on the completadets. Data from MS having a GDP be-
low 1% of the European total GDP, which containyddl13 and S.2 figures, are not checked
in depth.

Internal consistency

The first check is based on the "validation shedtthe questionnaire that is designed to
automatically control the equality between uses @sdurces, sub-transaction and totals and
correctness of balancing items calculation. If taédation sheet reveals inconsistencies, the
data is checked more in depth. The collaboratian@iMS might be asked to correct the data.

Consistency with related data sets

The consistency of the QSA data is tested vis-@nisual sector accounts, quarterly main ag-
gregates and STPFS on a regularly basis by Eurésiatdifferent reasons some discrepan-
cies may appear in MS data as explained in theéose2t5 of the document. Major discrepan-
cies (over 1 EUR billion), particularly vis-a-visSTBFS, are investigated further to avoid un-
necessary imbalances in the final balancing.

Revision checks as compared to previous transmissio

MS QSA data sets are systematically compared Wwéltbrresponding transmission related to
the previous quarter. This step is important whe revisions in the European aggregates
have to be analyzed and explained. As it has bgesed, data revisions or special events with
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impact over 3 bn. EUR and 10% change should benaganied with background informa-
tion.

If either of the checks reveals inconsistenciesaks in the series, outliers etc. that might
have an impact on the European aggregates, theradilitional information is also requested
from the MS.

As a result of all the checks, MS are provided Wil regular transmission report and infor-
mation on deficiencies in the data transmitted tere revealed by the checking procedures.

4.4.2.2 Conversion to Euro

For the Member States not participating in the EAmea as well as for Greece in 1999-2000,
Slovenia prior to 2007, Cyprus and Malta up to 2868 Slovakia up to 2009 validated QSA
data are converted into Euro using the averageamgehrates for each quarter of the refer-
ence period.

The growth rates of transactions for the Europeaiotare thus affected by movements in
exchange rates and should be viewed with cautibereTis almost no impact on ratios such
as profit shares or saving rates. Exchange rateements have very minor impact on the
Euro Area accounts, due to the relatively sma# sizthe latest acceding countries.

4.4.2.3 Estimation for missing countries, sectors ¢&ransactions

Only partial quarterly sector accounts series agglable for several Member States. This is
the case for: Cyprus, Ireland, Luxembourg, Maltmv&nia and Slovakia (Euro Area) and
Bulgaria, Estonia, Latvia, Lithuania, Hungary, @&amania (non Euro Area).

Ireland, a country with full reporting obligatiofgr the time being has provided QSA data
starting from 2004Q1 only.

Rest of the listed countries, having 3-year avef@D® lower than 1% of the European Union
total, are subject to limited reporting obligatiotsvering only the general government and
rest of world sectors.

For incomplete or missing accounts, complementatynations are carried out by Eurostat
and the ECB that are not published separately aad for aggregation purposes only.

Estimation for Euro Area missing countries (ECB)

Data for euro area missing or limited reporting B8 estimated by the ECB on an individual
basis.

The ECB developed a methodology to complete QSAhenbasis of existing country data,

namely eventual limited QSA, ASA, quarterly macr@amic aggregates, general govern-
ment and rest of the world data, following the actong constraints and economic relation-
ships. Although with relatively minor overall imgance, the missing countries may be rela-
tively important for some sectors (e.g. financiatporations) or transactions (reinvested earn-
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ings on direct foreign investment) and may showssirtt behaviour from the countries re-
porting QSA data. This method, thus, allows thenbg level of fine-tuning. With the avail-
ability of automated procedures, the estimatioswth data sets can be done systematically
and homogeneously.

Quarterly macroeconomic indicators are availabtenfrtable 1 of the ESA95 transmission

programme. The main sources for the rest of thddn@oW) are quarterly balance of pay-

ments indicators (or reported QSA data). Here auidit details are becoming available on a
voluntary basis, which allow the compilation of tReW account for countries that are not
already doing so. Together, these data sourcew allmeaningful estimate of the RoW ac-

count by country. However, specific problems exast;. BoP back data are missing for some
countries.

Most of quarterly government transactions are rggounder the STPFS or Regulations.
However, the level of detail provided is less thiat required by the QSA Regulation, and
additional estimates are necessary to achieveetipgired level of detail. Affected variables

are changes in stocks, acquisitions less dispo$alsn-produced non-financial assets and the
details of property income and current transfers.

The availability of annual sector accounts is delyaa major advantage. Most countries not
having a full set of QSA are however compiling asmsector accounts, which in conjunction
with macroeconomic aggregates are very helpfuldampile quarterly sector accounts for
missing countries.

The quarterly estimations of individual series pegformed using the Chow-Lin or, alterna-
tively, the enhanced Denton algorithm, and the afsdefinitional relationships. For minor
series annual data may be smoothed. Once the cienp®A dataset is obtained, the data are
made consistent within and between periods usiagrthltivariate proportional Denton pro-
cedure.

Estimation for non euro Area missing countries (Eastat)

All other non Euro Area MS are below the 1% of Eagan GDP threshold. Consequently,
they have to transmit S.13 and S.2 data only. Mb#tem do so, except for BG and RO.

At present, Eurostat estimates the non Euro Aresing countries as a group, on the basis of
annual sector accounts. The method consists irsiggpsip available QSA data to European
Union totals on the basis of the structure obtaifnech the annual sector accounts. In other
words, ASA proportions are used to gross-up avialg5A data according to the following
formula:

TOTAL_QSAjq = AVAIL_QSAjqy X (TOTAL_ASA;y / AVAIL_ASA )
Where:

- TOTAL_QSAq is the estimate of the amount corresponding tesaetion i, sector j and
quarter Q for non euro area missing countries;
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- AVAIL_QSAjq is the amount corresponding to transaction i,csgcand quarter Q, for
euro area countries that have transmitted QSA data,;

- AVAIL_ASA jy is the amount corresponding to transaction i,asgcand year Y in the
annual accounts, for euro area countries that hansmitted QSA data. Y denotes the
year corresponding to quarter Q, or the last y@awhich annual data are available.

- TOTAL_ASA;y is the amount corresponding to transaction i,asgcand year Y in the
annual accounts of non euro area missing countriegnotes the year corresponding to
guarter Q or the last year for which annual datsaamilable.

The approach is a cell-wise proportional grossipg u

For variables like "acquisitions less disposalasai-financial non-produced assets" (K.2) that
may alternate in sign, an additive grossing-up etk used as follows

TOTAL_QSAjo = AVAIL_QSAjo, + (TOTAL_ASAjy — AVAIL_ASAy)

This method allows handling the approximately 2(RAQariables in an automated and stan-
dardized way, while taking into account the speafiverage of each transaction. As the cov-
erage is calculated for each transaction, seciyaar, the method is flexible enough to take
advantage of any improvement in the QSA reportidg.change needs to be introduced to
deal with a moving set of reporting countries, as& of new data transmissions or countries
joining the euro area. In addition, this methoduees, by definition, the consistency between
guarterly and annual European Union aggregatesd#ie final balancing exercise.

This grossing-up method relies on the assumptian tthe quarterly patterns are similar for
reporting versus non-reporting countries. Such ssumption can be justified because of the
high coverage reached through countries reportiag Qata.

Finally, some fine-tuning is introduced by data ddenarking the estimates for non euro area
missing countries on quarterly main aggregates (@etasactions B.1g, D1, P31_S.1M, P.51).
This corrects for a possible growth differentiatvibeen these economies and euro area coun-
tries.

4.4.2.4 Estimation of the sector accounts for thetEopean Union institutions (EUI)

According to ESA9¥’, the EUI have to be considered as a Member Ssaliegeneris” of the
European Union. It means EUI and other Europeamebaate not considered to be a part of
the domestic economy in the national accounts cehddy the Member States. Conse-
quently, the sector accounts provided by MembeteStdo not record the activities of institu-
tions and bodies set-up by European treaties aferdsentities. But, the European institutions
are part of the domestic sectors of the Europeaarieconomy. On the basis of a Task Force
QSA proposal, it was agreed by CMFB to consider&bi other than the ECB as resident of

12 According to ESA95 compilation standards, the [Bean Union Institutions have to be considered &atéSsui-generis”
as they are institutions established by internafitreaty (cf. ESA95 §2.08-c). See also TF-QSA-0QéXor broad con-
ceptual considerations related to the treatmettioEuropean Union Institutions.
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the European Union but not of the Euro Afe&uropean institutions have not been included
in the Euro Area accounts because their adminigerabmpetence goes beyond the bounda-
ries of the monetary union. The ECB is includetath the Euro Area and the European Un-
ion accounts.

Two main conclusions may be drawn from this: ficghen compiling the Euro Area aggre-
gates, transactions between Euro Area Member Sgatdsthe EUI have to be classified
within the rest of the world sector. Second, in¢hse of the compilation of the EU27 aggre-
gates, transactions between Member States andihbdye to be re-allocated from the Rest
of the World sector (S.2) to the domestic secthey tbelong to. With the exception of the
ECB and the European Investment Bank, which arssiflad in the financial corporations

sector, all European institutions are classifiethemgovernment sector.

For the_general government sector (S.18,EUI are the following:

- The Council

- The Commission

- The European Parliament

- The Court of Justice

- The Court of Auditors

- The Social and Economic Committee
- The Committee of the Regions

- The European Development Fund

- European agencies and other technical bodies fathtihcough the General Budget of the
EU

The financial corporations sector (S.12) includefthllowing bodies:
- ECB as part of the Euro area and EU accounts
- The European Investment Bank as part of the EUuatso

Important transactions, especially subsidies, atra@d capital transfers, take place between
the above institutions and Member States. Thisarsiqularly the case for the Commission
that is in charge of European policies.

Compilation of the quarterly European Union institions (EUI) sector accounts

The main data source for quarterly sector accoahthie EUI is the quarterly Balance of
Payments (BoP) of the EUI and of the EIB. At préstdre quarterly BoP of the EUI is com-
piled by Eurostat about 85 days after the end efrédierence quarter. Other sources are the
annual financial report of the EU budget publisiyedrly in JOCE on 30 November, the an-

13 Cf. TF-QSA-0210-06-revl and TF-QSA-0212-06.
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nual financial report of the EIB published yeantyJune, and the quarterly profit and loss ac-
counts and balance sheet of the ECB published Ithrefter the reference period. By con-
struction, the quarterly sector accounts of the Btdlmade consistent with the corresponding
annual sector accounts.

A detailed description of the estimation of thetseaccounts of the EUI and the ECB is pre-
sented in the Annex 1 and Annex 2 of this document.

4.4.2.5 The European rest of the world sector

The rest of the world accounts, as compiled by Mem8tates, record transactions between
the national economy and all non-resident unitsluing those in other European Member
States. For instance, imports / exports recordddember States' national accounts include
the goods and services bought from / sold to abdoadt from/to a resident of the euro area /
European Union or third countries.

To reflect appropriately the transactions betwearofean areas and the third countries, it is
therefore necessary to remove, from the summatiomabonal RoW, the economic flows
within the area considered (“intra-European flows")

In this respect, the European accounts draw on thetimational and the European balance of
payments. In other words, the "intra flows" ardmeated using the geographical breakdown
provided by Balance of Payments (BoP) data.

Note that because of different data vintages amtteqatual differences, it is not possible to
ensure full consistency between the European Radféisand BoP statistics at this stage.

Moreover, for "intra flows", total resources shothe@oretically equal total uses. For instance,
total imports from the Euro Area should equal tetgborts to the euro area. However, this is
not the case in practice. The comparison of toiaaiflows in resources and uses reveals im-
balances called "asymmetries".

As a consequence, European accounts cannot bedldrywsimply removing the intra-flows
of each transaction. The resulting discrepancigs b@abe allocated to the different sectors in
order to re-balance the European accounts as deddvelow.

Estimation for Euro Area rest of the world accoufECB)

The rest of the world account (RoW) of the euradseestimated by using keys "intra UE /
extra UE" coming from the detailed euro area baasfqpayments (BoP). Extra-BoP data are
not used as a direct estimate of the Extra-RoW watd¢c@xcept for reinvested earnings of for-
eign direct investment (D.43). BoP data are usdy tonderive geographical keys, which are
applied to the total RoW.

As regards trade in goods and services for theae#arrection is applied to capture the effect
of asymmetrical recording between Intrastat anddskat of the value of ‘quasi transit trade’
on the EA aggregate according to the recommendatbmF-ROW.
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The rest of the world account (RoW) of the eurcaaseestimated by summing up national
extra euro area data estimated by using keys "&ra area / extra euro area" coming from
the detailed balance of payments (BoP). l.e. Baa dee used only to derive geographical
keys, which are applied to the total RoW as repbiriehe QSA questionnaire or as estimated
by the ECB. Extra-BoP data are used as a direicha&tst of the extra-RoW account only for

reinvested earnings on foreign direct investmemnd3Pand acquisitions less disposals of non-
produced non-financial assets (K.2) because of thainging sign.

Exports and imports of goods and services (P.g, P.7

There is a direct correspondence between BoP it@frcledits/debits and transaction
P.61/P.72 exports/imports of goods as well as batvBoP item 200-credits/debits and trans-
action P.62/P.72 exports/imports of services. Aggaphical key is calculated on the basis of
these BoP items and applied to the transactiotisifRoW account.

The P.6-P.7 breakdown into goods and servicestisarapulsory in the QSA questionnaire.
For those countries not reporting the detail, aimege is previously obtained by using the
BoP proportions (goods versus services) in thé (ofaxports or imports). In addition, a cor-
rection is introduced in the accounts of BE andthlilcapture the effect of asymmetrical re-
cording between Intrastat and Extrastat of theevalu‘quasi transit trade’ on the EA aggre-
gate according to the recommendations of TF-ROW.

Compensation of employees (D.1)

There is a direct correspondence between BoP ifdhraBd transaction D.1. This BoP item is
therefore used as a geographical key to splitdte RoW into its intra and extra components.

Taxes and Subsidies (D.21, D.29, D.31, D.39)

In the euro area accounts, one should consideatht@ixes paid by a euro area resident to the
RoW sector are received by EU institutions andsabsidies granted by EU Institutions are
received by a euro area resident. Consequentlyhedle transactions are vis-a-vis extra euro
area (intra is set to zero).

Property income (D.4, D.41, D.42, D.43 and D.44)

The intra-extra split of property income (D.4) isheeved on the basis of the geographical
breakdown of BoP item 320.

For the intra-extra breakdown of the sub-transacimerest (D.41), BoP items 334 + 349 +
370INT are used as a key.

Although the breakdown of other property incomaas published, an estimate is made by
transaction. "Reinvested earnings on foreign direa¢stment” (D.43) are estimated directly
from the BoP data (item 333), because they carrelib positive or negative. For the item
"Property income attributed to policyholders” (D)4the intra-extra split is made on the basis
of the geographical breakdown of BoP item 370D44alFy, the intra-extra breakdown of

“Distributed income of corporations” (D.42) is coitegl on the basis of BoP items 332 + 340.
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Current transfers (D.5, D.61, D.62, D.7 and D.8)

All national accounts current transfers are parthef BoP current transfers item 379. Euro
area BoP report the so-called 6-digit detail tHeiwes a breakdown of 379 into the various
national accounts components, namely D.5, D.612D671, D.72, D.7N and D.8. There-

fore, the intra-extra euro area split is done &f basis of keys compiled using this detailed
BoP items.

Capital transfers (D.9)

As for current transfers, the intra-extra euro aglé of capital taxes (D.91) and other capital
transfers (D.9N) is done of the basis of 6-digiPBtems 400D91 and 400D9N, respectively.

Acquisitions less disposals of non-produced noatfaial assets (K.2)

The “acquisitions less disposals of non-producedtmmancial assets (K.2)” is estimated di-
rectly from the BoP data (item 480), because itdf@nging sign. Some adjustments are in-
troduced in 2000 to correct for the asymmetric réicg of the UMTS licences.

Estimation for European Union rest of the world acant (Eurostat)

As for the euro area, the rest of the world accqRolV) of the European Union is estimated
by using keys "intra UE/extra UE" coming from theddnce of payments (BoP) of the Union.
Extra-BoP data are not used as a direct estimatbeoéxtra-RoW account, except for "ex-
ports and imports of goods (P.61/P.71)" and fom\rested earnings of foreign direct invest-
ment (D.43)**. BoP data are used only to derive geographicas,kegich are applied to the

total RoW.

Exports and imports of goods and services (P.6,)P.7

There is a direct correspondence between BoP i@dacdedits (resp. -debits) + BoP item
200-credits (resp. -debits) and transaction P $p(rE.7). A geographical key is calculated on
the basis of these two BoP items and applied térémsaction in the RoW account.

The P.6-P.7 breakdown into goods and servicestisarapulsory in the QSA questionnaire.
The coverage obtained with countries transmittimg voluntary breakdown is not sufficient.
Consequently, as regards exports and imports algy@®.61, P.71), the amounts recorded in
the BoP are directly plugged in the RoW account iFhports and exports of services (P.62,
P.72) are calculated as a residual.

Compensation of employees (D.1)

There is a direct correspondence between BoP itdrafd transaction D.1. BoP is therefore
used as a geographical key to split the total RoMYits intra and extra components.

% These items are currently not published becausedre optional in the QSA questionnaire
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Taxes and Subsidies (D.21, D.29, D.31, D.39)

In EU accounts, one should consider that all tgpeed by an EU resident to the RoW sector
(from a national view-point) are received by EUtitugions and all subsidies granted by EU
Institutions are received by an EU resident. Cousetly, the extra-EU variables are set to
zero.

Property income (D.4, D.41, D.42, D.43 and D.44)

The intra-extra split of property income (D.4) isheeved on the basis of the geographical
breakdown of BoP item 320.

For the intra-extra breakdown of sub-transactidarest (D.41), BoP items 334 + 349 + 370
are used as a key.

The sub-transaction D.4N (other property income&gisulated by difference.

Although the breakdown of the other property incamaot published, an estimate is made.
Reinvested earnings on direct foreign investmem3pare calculated directly from the BoP
data (item 333). For the item “property incomeikbttited to policyholders” (D.44), the intra-
extra split is made on the basis of the geograpbieakdown of BoP item 370. Distributed
income of corporations is then calculated by défere.

Current taxes on income and social contributions.@ D.61 and D.62)

Taxes on income and social contributions are all plathe current transfers recorded in the
BoP item 379. We use as an assumption that incamest social contributions and social
benefits are related to compensation of employedbat the Intra-Extra key of D.1/RES are
used for D.5/USE, D.61/USE and D.62/RES and vicesare(D.1/USE for D.5/RES,
D.61/RES and D.62/USE).

Other current transfers (D.7, D.71, D.72 and D.7N)

The components of D.7, namely D.71 (non life ineageanet premiums), D.72 (non life insur-
ance claims) and D.7N (other current transfer®,darived from the intra-extra key of BoP
item 379 minus D.5 and D.6. The total current tfarssare calculated as the sum of their
components.

Adjustments for change in net equity of househoidspension funds reserves (D.8)

The very small amounts recorded under this traisatdr the RoW sector have been entirely
allocated to intra-EU as UK is assumed to be thim mpartner country involved.
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Capital transfers (D.9, D.9N) and acquisitions ledsposals of non-produced non-financial
assets (K.2)

The intra-extra key found in BoP item 994 (capaetount) is used to estimate the intra-extra
breakdowns of D.9N (other capital transfers) and. Kn year 2000, the amounts registered
for K.2 in sectors total RoW and S.11 have beenected for the asymmetrical recording of

UMTS licenses. The extra EU transaction D.91 (ehpétxes) is set to zero.

4.4.2.6 Substitutions of STPFS at aggregate level

It is considered important to reconcile EuropearA@8&ta with STPFS aggregates, in particu-
lar, for the key items such as net lending/borr@uyitkespite the fact that some minor incon-
sistencies between QSA and STPFS exist in natiQ&A inputs. For this purpose QSA
European aggregates for the sector of General goent (S.13) are replaced by the respec-
tive STPFS series.

For some transactions, STPFS data are not detledgh (for sub items of D.9, D.7, D.4 or
P.5_K.2). In these very specific cases, the QSA (&im of data transmitted by the MS and
of the estimations made for the missing countraes)used as a key to estimate the necessary
breakdowns.

MS must transmit STPFS (table 25) data 90 days #feeend of the reference quarter. The
general government data being strictly monitoredEbyostat, there is hardly any missing or
late data. Consequently, the European (EU and axga) aggregated table 25 is available
shortly after the 90 days transmission deadline.

It has to be noted that the STPFS aggregates nmagtsnes have vintage differences with
annual government aggregates (table 2) and EDP.

As in most countries, the QSA General Governmetd dee in line with the STPFS data, the
imbalances brought in the European accounts bySHi8 benchmarking are negligible and
are then allocated to private sectors through émeal balancing process.

4.4.2.7 Final balancing of the accounts

Euro Area and European Union accounts - horizontahlancing

All the adjustment steps have led to substantiahgks in the QSA data. Consequently, the
initial balances (uses equal to resources) of natidata have been lost as a result of the sub-
stitution of S.13 transactions on STPFS data, bainiy because of BoP-RoW differences
and BoP intra-flows asymmetries. Thus, the disarelgs have to be removed to obtain euro
area and EU balanced accounts. This is the obgeofithis last step of the procedure: the bal-
ancing.

To ensure the "horizontal" consistency of the aot®utotal uses must equal total resources
for each transaction category when summed oveanstitutional sectors and the rest of the
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world. For example, total interest revenue of altters and the rest of the world combined
should be equal to total interest expenditure.

For transactions in goods and services, quartatigdtat data on the levels of asymmetries by
Broad Economic Category (BEC) are used to alloBate asymmetries in goods. Intermedi-
ate consumption of sectors non-financial corporeti(5.11) and households, including non-
profit institutions serving households, (S.1M), Behnolds' final consumption expenditure and
the capital formation of sector S.11 absorb asyme®ein goods. Asymmetries in services
and BoP-RoW discrepancies are allocated to thenmggiate consumption of the non-
financial corporations and to the final consumptairhouseholds on a pro rata basis. This
procedure may lead to some differences with otla¢ional accounts publications, in which
cross border flows within the area concerned hatdeen removed yet.

For most distributive transactions, the method =isi$n identifying an item (i.e. a combina-
tion of transaction, sector and flow (uses, resesjjcto which the discrepancy should be to-
tally allocated. In this context, the following eslare applied:

- Sectors general government (S.13) and RoW (S.2)@raffected by the balancing pro-
cedure, except for transactions D.21 and D.31;

- S.1is calculated as the sum of the domestic sector

- Higher-level transactions are derived as the susubftransactions (D.2 = D.21 + D.29,
D.3=D.31+D.39,D.4=D.41+D.4N,D.6 =D.6D#62 + D.63,D.7=D.71 + D.72 +
D.7N, D.9 =D.91 + D.9N);

- All balancing items of the accounts (B.2, B.5, B363 and B.9) are calculated on the ba-
sis of the reconciled transactions; the added viduéhe total economy is calculated as
the sum of the added value of the domestic sectors.

For the transactions listed in the table below, single absorbing item was chosen.

Table 30 - Single items absorbing discrepanciesdiysaction

D.1 D.1/REC by S.1M
D.21 D.21/REC hy S.2
D.29 D.29/PAY by S.11
D.31 D.31/PAY by S.2
D.39 D.39/REC by S.11
D.61 D.61/PAY by S.1M
D.62 D.62/REC by S.1M
D.63 D.63/REC by S.1M
D.8 D.8/REC by S.1M
D.91 D.91/PAY by S.1M

For the transactions listed in table 30, severabdiing items are used.
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Table 31 - Multiple items absorbing discrepancigdransaction

D.5 D.5/PAY by S.11, S.12 and S.1M

D.71 D.71/PAY by S.11, S.12 and S.1M

D.72 D.72/REC by S.11, S.12 and S.1M

D.9N D.ON/REC by S.11 and S.1M

D.41 D.41/REC and -/PAY by S.11, S.12 and S.1M
D.4N D.4N/REC and -/PAY by S.11, S.12 and S.1M
D.7N D.7N/REC and -/PAY by S.11, S.12 and S.1M

The choice of the absorbing items is obvious fansactions D.21 and D.31: as far as S.13
can not be affected by the balancing method anfhraas items for the unspecified sector
(S.1N) come from the main aggregates (table 1)ptig items left are the amount recorded
in S.2.

For transaction D.1 (compensation of employee®),discrepancy is totally allocated to the

compensation of employees received by the househ@d/S.1M/REC on one hand, this

item is the highest amount of the transaction, @mdhe other hand, in many MS (including

FR), the compensation of employees received byhtheseholds is calculated as the sum of
what is paid by all sectors. The same sort of neiagois applied to other transactions related
to salaries: D.61, D.62 and D.8.

As regards transactions D.29 and D.39, the disompes totally allocated to the largest item
on the uses side for taxes and on the resourcesamithe subsidies.

As regards transaction D.91, as far as S.13 andr8.80t changed by the balancing process,
the most important tax payer, the household sewtas, chosen to absorb the whole discrep-
ancy.

For transactions D.71 and D.5, the discrepancyrapgotionally allocated among the non-
S.13 domestic sectors on the uses side. For triamsd®.72, it is the opposite: the discrep-
ancy is allocated among the non-S.13 domestic iectothe resources side.

For transactions D.41, D.4N and D.7N, there is bwiaus single absorbing item. Conse-
quently, a proportional allocation of the imbalamd®tween the non-S.13 domestic sectors
was favoured on the uses side.

For transactions D.9N, the imbalance was allocaetdveen D.9N received by S.11 and by
S.1M. On the uses' side, the amounts are very éoaept for sector S.13, which is not af-
fected by the balancing.

The result of the balancing process gives the lbalhiiuropean non-financial sector accounts
that are published by Eurostat and the ECB.
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ANNEX 1:

COMPILATION OF THE QUARTERLY EUROPEAN UNION INSTITU TIONS (EUI)
SECTOR ACCOUNTS

1. Introduction

This annex presents the compilation process tal lqubrterly sector accounts for the Euro-
pean Union institutions (EUI). By construction, thearterly sector accounts of the EUI are
made consistent with the corresponding annual sactmunts.

Section 2 below recalls the theoretical backgroohthe EUI in the context of the QSA pro-
ject. Then, section 3 describes the process leadiniige computation of the production ac-
count of the EUI. Finally, distributive transactsoare addressed in section.

As far as the quarterly sector accounts of the &dlconcerned, the main data source used is
the quarterly Balance of Payments (BoP) of the &t of the EIB. At present, the quarterly
BoP of the EUI is compiled by Eurostat about 85sdafger the end of the reference quarter.
Other sources are the annual financial report efEb) budget published yearly in JOCE on
30 November, and the annual financial report ofEl& published yearly in June.

2. Theoretical background

According to ESA95, the EUI have to be considered as a Member Ssaliegeneris” of the
European Union. On the basis of a Task Force Q®pAqwal, it was agreed by CMFB to con-
sider that the EUI other than the ECB are residettte European Union but not in the Euro
Area®. Two main conclusions may be drawn from this:tfirshen compiling the Euro Area
aggregates, transactions between Euro Area MenthggsSand the EUI have to be classified
within the rest of the world sector. Second, in tlhse of the compilation of the EU aggre-
gates, transactions between Member States andihbdye to be re-allocated from the Rest
of the World sector (S.2) to the domestic sectbey tbelong to. For these reasons, the sector
accounts of the EUI are needed to compile the sactmunts of the European areas.

As regards classification by sector, all the EUthvihe exception of the EIB should be classi-
fied as part of the General Government sector |STI8 EIB should be classified as part of
the Financial Corporations sector (S.12).

3. Transactions in products and estimation of the foduction account

The purpose of this section is to present the alcsteps followed to build the quarterly
production account of the EUI.

15 According to ESA95 compilation standards, the [Bean Union Institutions have to be considered &atéSsui-generis”
as they are institutions established by internafioreaty (cf. ESA95 §2.08-c). See also TF-QSA-0@éXor broad con-
ceptual considerations related to the treatmetti@European Union Institutions.

18 Cf. TF-QSA-0210-06-revl and TF-QSA-0212-06
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3.1  The output of the EUI (P.1)

EUI are engaged in production in two institutiosattors: financial corporations (S.12) and
general government (S.13).

3.1.1 The Financial Corporations sector (EIB)

The main activity of the EIB consists in borrowimpney on international markets and lend-
ing it mainly to small and medium enterprises, witthe EU and abroad. Therefore, the as-
sumption is made that the output of the EIB is mapleof financial intermediation services

only (FISIM)*".

The EIB grants loans to corporations and banks. HIBedoes not get deposits, but finances
its activities by borrowing money on the internaabfinancial markets.

From a national accounts point of view, this hasess consequences:
- FISIM has to be calculated on loans granted ordgdaside) as EIB receives no deposit;

- EIB supplies financial services outside the EUlljtalcustomers are located "abroad”, as
they are non-resident of EUI; thus the productibeesvices (FISIM) is totally exported.

FISIM Regulation (EC N° 448/98 and 1889/2002) stakat FISIM on loans granted is equal
to (interest receivable on loans) minus (loan stochtiplied by a reference rate). Moreover,
FISIM on loans granted to non-residents (includingncial intermediari€d) is equal to (in-
terest receivable) minus (loan stock multipliedalmyexternal reference rate).

In the Regulation, the external reference ratefsndd as the average interbank rate weighted
by the levels of stocks in the headings 'loans betnwS.122 and S.123 on the one hand, and
non-resident FIs on the other hand', and 'depbsitseen S.122 and S.123 on the one hand
and non resident FIs on the other hand’, whichirenleded in the balance sheet of the finan-
cial intermediaries.

As far as the EIB is concerned, there is no dep@sihsequently, the reference rate is equal to
the interbank rate calculated on the loans graoyettie EIB to the non-resident Fls.

The information necessary to estimate annual FISIjgartly available in the Annual Report
of the EIB. In the balance sheet, the respectemstare:

- loans and advances to credit institutions (itenfi tBi® assets);

- loans and advances to other customers (item 4ecddkets).

" This amounts to assume that the exports of gondsservices of the EIB excepting exports of FISI aegligible com-
pared with the interest flows of this institutiomhich is obvious).
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In the profit and loss accounts, they compriser@sis receivable and similar incomes (item 1
on the resources side).

In order to estimate FISIM, it would be necessarhave the breakdown of the interest re-
ceivable between the interests related to loamsewit institutions on the one hand, and inter-
est related to loans to other customers on ther didwed. This breakdown is not available in

the financial report published by the EIB. To obttiis information, a request was sent to the
General Accounting Department of the Bank. Unfaatety, they can not supply the re-

quested breakdown, because their accounting sydtas not currently enables to break
down the interest income in the categories mentidnyesector.

Consequently, a fall back solution was found tanestie the reference rate. For that purpose,
it is assumed that the rate at which the EIB grbo@ss to banks is equal to the average rate at
which it borrows on the financial markets plus argiva covering costs. This margin is esti-
mated as the sum of some items of the profit asd Bccounts (staff costs, administrative
costs and depreciation) divided by the total ofghented loans.

On an annual basis, FISIM is then calculated aer@st receivable on loans) minus (loan
stocks multiplied by a reference rate), or ratlefl@an stocks) multiplied by (actual rate mi-
nus reference rate).

For checking purpose, the calculated referencehatebeen compared to the market rate for
loans on 10 years, rating AAA+ (source: BloombeM)e comparison shows that the two
rates are rather close to each other. This tenpeoiee that the estimation of the reference rate
is not completely out of range.

As no basic information is available on quarterdsis, the quarterly output of the EIB is es-
timated as the annual value divided by four.

3.1.2 The General Government sector (all EUI exce|iIB)

EUI output is “provided free, or at prices that am economically relevant to other units”,
conforming to ESA95 definition of “other non-markaitput™®. This kind of production has
to be valued from the cost sfe

More precisely, the production costs will have ® dstimated as the sum of the following
components:

output (P.1) = compensation of employees (D.1) + intermediatesamption (P.2)

+ consumption of fixed capital (K.1) + other ta>an production (D.29)

18 A recent suggestion of the Task Force Fisim fer dpdated ESA is not to allocate Fisim between(fésween resident
Fls, nor between resident and non resident Flshidfsuggestion is followed, the calculation dofifi for the EIB should
be changed.

19 Cf. ESA95 §3.23

20 Cf, ESA95 §3.16
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- The item “compensation of employees” (D.1) is atedi from the quarterly BoP statis-
tics.

- No other taxes on production are paid by the EU295= 0).

- As regards the annual data, K1 is directly derifrech the measurement of the “depre-
ciation and reduction in value/value adjustmefltsf both intangible and tangible fixed
assets, available in the consolidated balance stigbe General Budg®t For the time
being, no infra-annual information is available ceming K1. Given the amounts at
stake (about 2% of the production recorded forEkbk as a whole), it has been decided
to estimate quarterly K1 for the EUI as the moserg annual available data divided by
four. This amounts to consider any seasonal effectegligible.

- The estimation of P.2 can be derived from the ingpftows as described below.

3.2 Intermediate consumption of the EUI excepting BB (P.2)

It may be assumed that all the imports by the E#d] an the one hand, goods and services
consumed in the production process (so that theypeaconsidered as intermediate consump-
tion), and on the other hand produced assets. dlleeving equation holds under this assump-

tion:

intermediate consumption (P.2) = imports (P.7)
— acquisition of fixed assets

— change in inventories (P.52)

- Imports of goods and services are directly deriveoh the quarterly BoP statistics.

- As regards the annual accounts of the EUI, theiaitiguns of fixed assets and changes in
inventories are derived from the consolidated bz#asheet of the General BudeFor
the time being, no infra-annual information is dafalie concerning this aggregate. Given
the amounts at stake (about 0.03% of the producgoarded for the EUI as a whole),
guarterly acquisitions of fixed assets and chamg@sventories are taken as the most re-
cent available yearly data divided by four.

3.3 Final consumption expenditure (P.3)

According to ESA95, the final consumption expendit(P.3) of the government sector can
be defined through the following equation:

2L within the balance sheet of the EU, “reductiorvaiue/value adjustments” denotes the changes irevai-
fecting the calculation of the depreciation effefttis the whole stock of tangible or intangible assgue to
disposal or withdrawal of assets during the cataueperiod.

2 See "Financial report of the EU Budget", JOCEN&@ember.
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final consumption (P.3)  =output (P.1) — own account production of capitaddmp 1)

— incidental sales

In the context of the EUI, “own account productmincapital goods” has been considered as
negligible so that final consumption can be derivien an estimation of the “incidental
sales”. The latter variable has been measured ebdkis of exports, by using the following
equation:

incidental sales = exports (P.6) — disposals &diassets (2)

- Exports of goods and services are directly derfveih the quarterly BoP statistics.

- As regards the annual accounts of the EUI, dispafsadpital goods are derived from the
consolidated balance sheet of the General Bitigatr the time being, no infra-annual
information is available concerning this aggreg&een the amounts at stake (about
0.4% of the production recorded for the EUI as ale)) quarterly disposal of capital
goods are taken as the most recent available yeatdydivided by four.

3.4  Gross capital formation (P.5)

3.4.1 Gross fixed capital formation (P.51)

Gross fixed capital formation (P.51) = acquisitaffixed assets — disposals of fixed assets

As no information regarding acquisitions and digg®®f fixed assets (i.e. tangible and intan-
gible assets) is available on a quarterly basistiertime being, and given the amounts at
stake (P.51 amounts for about 2% of the produataorded for the EUI as a whole), quar-
terly gross fixed capital formation are taken as tfost recent available yearly data divided
by four.

3.4.2 Changes in inventories (P.52)

Changes in inventories (P.52) = Level of stockerat of year— level of stocks at end
of preceding year

As no information regarding level of stocks is dalie on a quarterly basis for the time be-
ing, and given the amounts at stake (P.52 in atstdums amounts for less than 0.02% of the
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production recorded for the EUI as a whole), qubrtehanges in inventories for the EUI are
taken as the most recent available yearly valuigled/by four.

3.5 Exports and imports (P.6, P.7)

- Exports of goods and services are directly derivech the quarterly BoP statistics. Ex-
ports of FISIM are added and EIB output (P.1) is\pided.

- Imports of goods and services are directly derivech the quarterly BoP statistics.

4. Distributive transactions

Distributive transactions of the EUI are fully coed by the flows registered in the quarterly
BoP of the European Institutions (as regards thedsla whole). For sector S.12 (EIB), given
the amounts at stake, only transactions D1, D4Rdare covered. Quarterly BoP data are
available for the EIB separately. But as no infnaiaal information is available for this insti-
tution, EIB quarterly BoP data are estimated onlihsis of the data available for the most
recent year divided by four, under the assumptfamcseasonal pattern.

4.1  Compensation of employees (D.1)
As regards the EUI and the EIB, compensation ofleyeges is directly derived from the
quarterly BoP statistics (item 310/debit).

4.2  Taxes on production and imports (D.2)

This transaction is directly derived from the qadst BoP statistics (item 380D2/credit).

4.3  Subsidies on production and products (D.3)

Granting subsidies is, together with legislatidre main tool used by the EUI to implement
European policies. However, in ESA95 the subsitiebe recorded under D.3 exclude in-
vestment grants that represent an important pathefactivities carried out by European
funds like the European Regional Development FYBRDF). Therefore, the main transac-
tions to be registered under this heading areylikebe related to the guarantee section of the
European Agricultural Guidance and Guarantee FEAASGF). The amounts corresponding
to transactions D.31 and D.39 are derived fromagharterly BoP (items 380D31/debit and
380D39/debit).

4.4 Property income, interest (D.41)

Almost all of the interest is recorded in the Sat2ount and derives from the activities of the
EIB.
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The amounts corresponding to transactions D.4lweder paid for the EUI as a whole and
for the EIB are derived from the quarterly BoP rie320int/debit and credit). The amounts
for sector S.13 (EUI except EIB) are calculatedilfference.

On the resources side, the interest recorded irBtte is corrected for FISIM. FISIM (see
above) is deducted from the interest (D.41) reckive the EIB and paid by the rest of the
world.

The “Property income other than interest” flows aeglected so that investment income
(ESA95 D.4) is assumed to be equal to interest(D.4

4.5  Current taxes on income, wealth, etc (D.5)

This transaction is directly derived from the qadst BoP statistics (item 380D5/credit).

4.6  Social contributions and benefits (D.6)

As regards the EUI as a whole, transactions regjd@brsocial contributions (D.61) and social
benefits other than social transfers in kind (D.&® directly derived from the quarterly BoP
statistics (items 380D61/credit and 380D62/delspestively).

As far as social transfers in kind (D.63) are coned, the problem amounts to identifying

any individual final consumption expenditure (P.&iade by the EUI. It is unlikely that any

significant amount should be recorded under P.B168, and it is therefore assumed to be
zero.

4.7  Other current transfers (D.7)

This transaction is directly derived from the qaedst BoP statistics (items 380D7/credit and

380D7/debit).

4.8  Adjustment for the change in the net equity ofiouseholds in pension funds re-
serves (D.8)

Not applicable.

4.9 Capital transfers (D.9)

This transaction is directly derived from the qedst BoP statistics (item 401D92 and
401D99/debit).
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ANNEX 2:

COMPILATION OF THE QUARTERLY EUROPEAN CENTRAL BANK (ECB)
SECTOR ACCOUNTS

1. Introduction

The ECB is not resident in any of the Euro Area Mfit is resident in the Euro Area. Thus,

transactions of the ECB are an integral part obEAnea sector accounts. In order to complete
the European sector accounts, it is necessaryefoape a full set of sector accounts for the
ECB, as if the ECB was a country by itself (staggigeneris”), including the transactions of

the ECB with EA Member States. In the ECB accouthiste are two sectors: sector S.12,
which includes only the ECB, and sector S.2 as wypart sector.

The purpose of this annex is to present the ECBtepy compilation methodology. The
document is organised as follows; the first parthef annex explains the framework of the
compilation method and the second part of the apnesents the calculations in details.

2. Compilation method and data availability

Whereas the data source for the annual accounsiste®im the published profit and loss state-
ments from the ECB annual reports, the data useleirguarterly exercise is received from
the ECB internal accounting. Although this datansre detailed than the data used in the an-
nual accounts, this exercise only uses the levdetdil from the annual publication.

The data is available directly after the end of iierence quarter and, thus, compilation of
the ECB sector accounts can easily be compile#¢9f tays.

With some exceptions, the transactions derived fiteerECB accounts are small in relation to
the Euro Area aggregates.

3. Transactions in products and estimatioof the production account

The following transactions in products are caladaoutput (P.1), intermediate consumption
(P.2), gross fixed capital formation (P.51), expdR.6) and imports (P.7).

As specified in the FISIM Regulation, (Regulatidd8®/2002) the output of the ECB, as any
other Central Bank, is to be valued at cost. ttakulated as the sum of the compensation of
employees (D.1), the intermediate consumption (R&) consumption of fixed capital (K.1)
and the other taxes on production (D.29).

- The item “compensation of employees” (D.1) is kndmough internal accounting.
- No other taxes on production are paid (D.29 = 0).

- K.l is directly derived from the item "depreciatioeported in the internal accounting.
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- P.2 is directly derived from the items "Adminisivat expenses”, "Expenses relating to
income from fees and commissions" and "Less oti@yme" reported in the internal ac-
counting.

The output is totally exported, and therefore B.@qual to P.6.

The net fixed capital formation (P.51) is availabiethe balance sheet on a quarterly basis.
The consumption of fixed capital (depreciationpdsled to obtain the gross fixed capital for-
mation. The imports (P.7) are equal to the sunhefihtermediate consumption (P.2) and in-
vestments (P.51)

4. Distributive transactions

Given the amounts at stake, only two distributiransactions are calculated: the compensa-
tion of employees (D.1) and property income (DAS.already mentioned the item “compen-
sation of employees” (D.1) is known from internataunting.

As regards interest (D.41), the amounts come froi@mal accounting: "Interest income on

foreign reserve assets" and "Other interest incdiorethe resources side, and "Remuneration
of NCB'S claims in respect of foreign reserves gfammed” and "Other interest expense" for
the uses side.

On the uses side, the profits that are distribtitethe shareholders of the ECB, namely the
NCB's, are shown in transaction D.42 (distributmbime of corporations). The profits consist
of the income that is derived from the banknotesas and of the distributable profits. Profits
that are not distributed are as a rule allocateithéoECB general reserve fund. The amounts
are known from internal accounting.

127



