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FOREWORD  

 

This booklet has been produced as a result from activity 3.2 άWorkshops on preparing fiscal reports in 

accordance of the EU standardsέ ǿƛǘƘƛƴ ǘƘŜ ¢ǿƛƴƴƛƴƎ tǊƻƧŜŎǘ άStrengthening the medium term 

budgeting for effective public financial management".  

h́e overall objective of the Twinning Project is to ensure and maintain sustainable and sound public 

finances by improving public finance management. The activities of the Project are aimed at improving 

the effectiveness of medium-term budget planning, program budgeting and budget classification, as 

well as fiscal reporting in line with ESA standards. The Project was launched Dec 2015 and it will end 

Nov 2017 and the main beneficiary is the Ministry of Finance (MoF), Department of Budget and Funds.  

Activity 3.2 is part of Component 3 that aims to develop the capacity of the Ministry of Finance for fiscal 

reporting in accordance with EU standards and requirements in the area of public finance. 

The booklet was compiled by: Jonna Berghäll (RTA), Anniina Autero and Niina Suutarinen, but within the 

booklet has also been used training materials produced by Mika Sainio, Matti Okko, Veliarvo Tamminen, 

Marja Paavonen, Timo Ristimäki and Lasse Oulasvirta. 

The booklet was produced in summer 2017. It should be pointed out that this booklet is not a full and 

extensive description of ESA 2010 GFS reporting and some issues also might change. So for the most up-

to-date information it is better to get to know the materials produced e.g. by Eurostat. This booklet 

should therefore be regarded mainly as an introduction to the topic.  
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1  Introduction  
 

This training booklet guides Ministry of Finance and other stakeholders briefly to the European System of 

National and Regional Accounts 2010 (ESA 2010) methodology and especially to the area of Government 

Finance Statistics (GFS). The European System of National and Regional Accounts (ESA 2010) is the 

newest internationally compatible EU accounting framework for a systematic and detailed description of 

an economy.  

To achieve the objectives set by the Treaty on the Functioning of the European Union, and on economic 

and monetary union, high-quality statistics are needed. They provide the EU institutions, governments, 

economic and social operators and analysts a set of harmonized and reliable data on which to base 

decisions and policy advise. 

ESA 2010 was published in the Official Journal on 26 June 2013 and implemented as from September 

2014. The data transmissions from Member States to Eurostat have to follow ESA 2010 rules. The impact 

of the implementation of ESA 2010 on key indicators of the national accounts in Europe differs from 

country to country.  

Purpose of this booklet is to provide information that was collected during the ESA-trainings of the 

aƛƴƛǎǘǊȅ ƻŦ CƛƴŀƴŎŜ ¢ǿƛƴƴƛƴƎ tǊƻƧŜŎǘ ά{ǘǊŜƴƎǘƘŜƴƛƴƎ ǘƘŜ ƳŜŘƛǳƳ ǘŜǊƳ ōǳŘƎŜǘƛƴƎ ŦƻǊ ŜŦŦŜŎǘƛǾŜ ǇǳōƭƛŎ 

ŦƛƴŀƴŎƛŀƭ ƳŀƴŀƎŜƳŜƴǘέ ƛƴ нлмс-2017. This booklet can be used as a self-study tool or just to freshen up 

memory on these issues. Booklet is written for an audience that already is somewhat familiar with ESA 

2010 methodology and has participated the trainings in 2016-2017. This booklet includes also some 

examples of the implementation in Finland. 

Booklet begins with a short introduction to public accounting systems in chapter two. Better public 

financial management requires accounting regimes and accounting systems with standards that are 

explained in chapter two. Chapter three provides information on ESA 2010 Government Finance 

Statistics. They form the data basis for macroeconomic analysis of the public sector. Chapter four 

includes some aspects of fiscal forecasting. And in chapter five EU economic governance is explained in 

short including EU surveillance of fiscal policies, Ministry of Finance reporting requirements for EU 

economic governance and Excessive Deficit Procedure (EDP) statistical reporting. The booklet includes 

the basic information and many power point slides that were used during the trainings of the Twinning 

Project. It also includes links to different websites with Eurostat manuals and other more detailed 

information. Within the booklet are presented some key tables and samples of public finance reporting 

in accordance with the EU standards and requirements.   

But we could start by introducing different aspects and stakeholders involved. The picture below tries to 

explain this on general level. Typically the key stakeholders are statistical authority, National Bank and 

Ministry of Finance. There is country-by-country variation in the responsibilities of each stakeholder in 

EU reporting or in financial / non-financial statistics, but some general rules apply. 

CƛǊǎǘ ƻŦ ŀƭƭ ƛǎ ƴŜŜŘŜŘ ǘƘŜ άƳƛŎǊƻ ǎƻǳǊŎŜ Řŀǘŀέ ƳŜŀƴƛƴƎ ǘƘŜ Řŀǘŀ ŦǊƻƳ ōǳŘƎŜǘ ŀŎŎƻǳƴǘƛƴƎ ƻǊ ƻǘƘŜǊ 

accounting including the realization data of final accounts and the planned budget data. This can be 

quite simple as it comes to the central government, but it is good to understand that a lot of data is 



5 

 

needed also for the local governments and public enterprises etc. Typically major part of this source data 

is with the Ministry of Finance. This data is rarely reported to the EU as such, but is important 

information for producing statistical and projection data according to ESA 2010.      

Then we have the statistical data for which the statistical authorities are fully responsible. The statistical 

data means for example the national accounts, of which Government Finance Statistics (GFS) is one part. 

EDP data and EDP reporting to Eurostat is normally under the responsibility of the statistical office. 

In EU reporting there is also the need to make projections for the public finances / general government 

following the ESA 2010 methodology while projections for the current year and for the medium term are 

needed in a lot of reporting (Stability / Convergence Programme, EDP reporting). Most typically it is in 

the responsibility of the Ministry of Finance, but some EU member states also have more independent 

other institutions for these projections. 

 



6 

 

2  Public sector accountin g 
 

Accounting is a logical system of recording financial information. The process of identifying, measuring 

and communicating economic information about an organization or other entity, in order to permit 

informed judgements by users of the information can be called as accounting (Black & Al-Kilani, 2013, 2-

3). Public accounting data for Government Finance Statistics (GFS) and Excessive Deficit Procedure (EDP) 

is based on exhaustive data from central government, regional government and local government 

accounting information. Public sector accounting is the system producing this data.  

Public sector accounting can be defined through three systems with different purposes and accounting 

approaches. These systems have different purposes and accounting approaches. 

Financial accounting (commercial accounting) 

With financial accounting general purpose is to produce financial statements for decision-making and 

accountability (income statement, balance sheet and cash flow statement). Accounting approach is 

accrual-based. 

Budgetary accounting  

With budgetary accounting purpose is the budgetary follow-up and budget outturn calculations for 

accountability and decision-making. Accounting approach is budget-based. Budget outturn calculations 

with budgetary accounting are typically modified cash-based or modified accrual-based (current and 

investments budgets separately or combined under functional sections). In Macedonia the system is 

totally cash-based. 

System of national accounts  

With system of national accounts, public sector financial statistics formes a basis for macroeconomic 

analysis and policy formulation. And the accounting purpose is more for statistical principles and 

internationally comparable data.  

2.1  Cash accounting and budgetary accounting  

 

It is important to identify cash accounting (cash basis) and budgetary accounting (budgetary basis). Cash 

basis records inflows and outflows of cash and cash equivalents. Cash comprises cash on hand and 

demand deposits. Cash equivalents are short-term, highly liquid investments that are readily convertible 

to known amounts of cash and which are subject to an insignificant risk of changes in value.  

Budgetary basis follows the accrual, cash or other basis of accounting adopted in the budget that has 

been approved by the legislative body. A common misunderstanding is that budgeting and budgetary 

accounting are kept as a synonym to cash accounting. When, in practice, it may be anything between 

pure cash-based, modified cash-based, modified accrual-based or full accrual-based.  
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2.2  Cash based and accruals-based accounting  

 

Cash based accounting has been traditionally used in the public sector. Cash accounting records 

transactions when the amount is received or paid. Development of accrual accounting as part of a 

broader framework of the New Public Management, has been observed in various EU member countries 

and accrual accounting has become the reference of accounting systems for public sector entities 

(Bellanca, Cultrera & Vermeylen 2015).  

Accruals-based accounting entails the recording of entries, not when cash payments are made, but when 

economic value is created, transformed or extinguished, or when claims and obligations arise, are 

transformed or extinguished. Transactions and events are recorded in the accounting records and 

recognized in the financial statements of the period to which they relate. The elements recognized under 

accrual accounting are assets, liabilities, net assets/equity, revenue and expenses.  

Accruals accounting can be seen as complementary, rather than as an alternative, to pure cash 

accounting. In providing the full picture of the economic and financial position and performance of the 

entities, it puts cash accounting in its overall context (European Commission, 2013).  

Results of the Eurostat survey of used accounting models shows that there are several accounting 

models used in the Member States varying from accruals to modified accruals and a combination of 

accruals and cash accounting models and there is a variation of used models throughout the member 

states (see table below).  
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2.3  IPSAS and EPSAS standards 

In order to provide comprehensive information on public entity's financial situation uniform budgeting 

and accounting standards are discussed on EU level with the development accrual-based European 

Public Sector Accounting Standards (EPSAS). Also the sovereign debt crisis has underlined the need for 

governments to clearly demonstrate their financial stability and for more rigorous and more transparent 

reporting of fiscal data (European Commission 2013, 2). This international harmonization of public sector 

accounting and the International Public Sector Accounting Standards (IPSAS) can be kept as a starting 

point for EU public sector accounting standardization and the EPSAS development.  

IPSAS is set of accrual-based accounting standards for public sector entities used to improve the quality 

and transparency of public sector financial reporting.  IPSAS is currently the only internationally 

recognized set of public sector accounting standards. It stems from the idea that modern public sector 

management, in line with the principles of economy, effectiveness and efficiency, depends on 

management information systems that provide timely, accurate and reliable information on the financial 

and economic position and performance of a government (European Commission 2013, 7).  

However, results of the Eurostat survey of used accounting models shows that 15 EU Member States 

make some link to IPSAS (see table 3.2 below). Nine have national standards based on or in line with 

IPSAS, five make some references to it and one uses it for some parts of local government. Despite 

recognition of the high value of IPSAS, no Member State has implemented it in full. 44 % of the member 

states do not have a relationship with IPSAS and the national public sector accounting systems. 

(European Commission 2013, 7.)  

 

On the other hand, most stakeholders agree that IPSAS would be suitable as a reference framework for 

the future development of a set of European Public Sector Accounting Standards EPSAS. There are 

Member States that think that the IPSAS is not a good reference for the EPSAS development (for 

example Germany and Finland). EPSAS-project and the development of EPSAS standards and what will 

happen with the harmonized standards, will be seen in the future. 

See more about EPSAS: http://www.epsas.eu/en/ 

Report of the suitability of IPSAS for the Member States: 

http://ec.europa.eu/transparency/regdoc/rep/1/2013/EN/1-2013-114-EN-F1-1.Pdf 

http://www.epsas.eu/en/
http://ec.europa.eu/transparency/regdoc/rep/1/2013/EN/1-2013-114-EN-F1-1.Pdf
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3  Government Finance Statistics   
 

Government Finance Statistics (GFS) shows the economic activities of the government including 

government total revenue, government total expenditure, government balance (surplus or deficit, 

referred to in national accounts terminology as net lending or net borrowing), transactions in financial 

assets and liabilities, other changes in assets and liabilities (other changes in volume and revaluation) 

and balance sheets. (Eurostat 2017.) 

These statistics are crucial indicators for determining the health of the economies of the EU Member 

{ǘŀǘŜǎΦ ¦ƴŘŜǊ ǘƘŜ ǘŜǊƳǎ ƻŦ ǘƘŜ 9¦Ωǎ {ǘŀōƛƭƛǘȅ ŀƴŘ DǊƻǿǘƘ tŀŎǘ ό{DtύΣ aŜƳōŜǊ {ǘŀǘŜǎ are pledged to keep 

their deficits and debt below certain limits. If a Member State does not respect these limits, the so-called 

Excessive Deficit Procedure (EDP) is triggered. (Eurostat 2017.) Statistical EDP reporting is explained 

more detailed in chapter five.  

3.1  Government Finance St atistics as part of national accounts  

Government Finance Statistics (GFS) form the basis for fiscal monitoring in Europe, together with the 

statistics related to the Excessive Deficit Procedure (EDP). Together with national accounts Government 

Finance Statistics form the basis for macroeconomic analysis and policy formulation.  

Main users of GFS data are the EU administration, Ministry of Finance and ministries overall, business life 

actors (also sub-contractors for ministries), research institutes, banks and other forecasters, 

international organisations, media and civil society. The increasing use of GFS data in EU administration 

has also increased the interest of other national users in many EU countries.  

In the picture below GFS is presented with the other areas of national accounts: main national accounts 

aggregates, sector accounts, regional accounts, input-output tables, financial accounts and satellite (or 

supplementary) accounts.  
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GFS is an integral part of national accounts and they have mostly the same methodology, mostly the 

same classifications and in principle the same data. For example in GFS data there should be the same 

figures for tax revenue that is included in other national accounts data. However, in practice, there can 

be some inconsistencies between data included in different parts of national accounts system. Essential 

is that GFS is an approach to represent government sector data included in national accounts, and to 

provide information that is specific to government sector.  

The most important classifications for GFS are: 

Á Sector classification (e.g. sub-sectoring of government; borderline between government sector 

and corporations sector) 

Á Transaction classification: non-financial transactions (revenue and expenditure items) vs. 

financial transactions 

Á Asset categories (especially for financial accounts) 

Á Functional classification of expenditure (COFOG): expenditure broken down for health 

care/general administration/education/social protection etc. 

3.2  The scope of GFS and data content 

The European GFS framework can be separated into two components: 

Á Data compiled on the basis of ESA 2010 data transmission programme and 

Á Data compiled on the basis of Excessive Deficit Procedure (EDP) regulations: government deficit 

and debt data, and associated additional data.  

However, this division is somewhat misleading since both sets of data are methodologically consistent, 

data sets are partly overlapping, and both data sets are partly produced in an integrated compilation 

process. The legislative basis of these two components is presented in the picture below.   

 



11 

 

3.3  Quality control  

 

Quality control of GFS data 

Typically, member states put a lot of effort to ensure the quality of GFS data. However, there are no 

uniform quality control models followed, but the Member States have national solutions. More general 

European principles that also apply to GFS can be found from the έ9ǳǊƻǇŜŀƴ {ǘŀǘƛǎǘƛŎŀƭ [ŀǿέ ό9/ 

regulation 223/2009). At the level of Eurostat, the quality control mechanisms are highly developed and 

the quality assurance has increased over the past years. Some developments are possible and the 

European Court of Auditors (ECA) report from 4/2016 recommends improvements to quality assurance 

procedures.  

Elements of Eurostat quality control of GFS data 

Verification of all data transmitted to Eurostat goes in a way that each data set is checked both for 

technical errors and, to a large extent, also substantially. Verification includes various cross-checks 

between different data sets. There may be feedback after transmissions, correction or changes and then 

again re-transmissions. Eurostat is in the process of developing a comprehensive quality reporting 

framework, covering the whole of national accounts. For EDP data, there are various additional quality 

assurance procedures.  

Eurostat quality control of EDP data: EDP missions 

Eurostat makes regular visits to member states, at least every 24 months, covering institutional 

arrangements, source data situation, analysis of reporting tables and supplementary tables, delimitation 

of government sector (borderline between government sector and private sector), other challenging 

methodological issues and sometimes, a special emphasis is put on source data issues, and in those cases 

also source data providers, and possibly audit authorities may attend the visit. The preparation and 

follow-up tasks require a lot of work, and additional data collection and analysis. Special methodological 

visits only if exceptional problems have been identified.  

Eurostat quality control of EDP data: EDP reporting 

vǳŜǎǘƛƻƴƴŀƛǊŜ ǊŜƭŀǘŜŘ ǘƻ 95t ǘŀōƭŜǎ ƛǎ ƛƴŦƻǊƳŀǘƛƻƴ ǇǊƻǾƛŘŜŘ ōȅ ƳŜƳōŜǊ ǎǘŀǘŜǎ ǘƻ έƧǳǎǘƛŦȅέ ǘƘŜƛǊ ŘŜŦƛŎƛǘ 

and debt data. The data shows for example whether various methodological rules have actually been 

followed. Dialogue with Eurostat after the reporting is intensive. Member states should be ready to 

provide additional information on any issue that may have affected its deficit and debt figures. On the 

basis of EDP regulation, Eurostat is granted an extensive access to relevant background information. In 

many cases, the dialogue leads to changes of EDP deficit and debt figures. If there is uncertainty about 

the quality of data, Eurostat can express a public quality reservation on the data provided by a member 

state. In some cases (for example disagreement about correct recording), Eurostat can also make 

changes to the EDP data reported by a member state.  
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Quality control of EDP data: a legal measure 

In 2012, the ŎƻƳƳƛǎǎƛƻƴ ŘŜŎƛǎƛƻƴ ƻƴ έƛƴǾŜǎǘƛƎŀǘƛƻƴǎ ŀƴŘ ŦƛƴŜǎ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ ƳŀƴƛǇǳƭŀǘƛƻƴέ ƻŦ 95P 

statistics entered into force and this applies to the Euro-area countries. The measure aims at preventing 

the reporting of incorrect data due to intent or serious negligence. The decision grants commission 

exceptional powers to conduct investigations in member states. One fine has already been imposed, and 

one investigation is starting.  

 

3.4  Institutional arrangements and co -operation  

There is variation between EU member states concerning the division of responsibilities in the area of 

GFS. Especially the responsibilities of the national banks, varies. Ministry of Finance is usually responsible 

for estimates for current year which are included in the EDP report. Formal MoUs (Memorandum of 

Understanding) are recommended. However, NSI/NCB/MOF ςco-operation is crucial in every country 

and the flow of information must be ensured, otherwise there will be discrepancies between sets of 

statistical data compiled by different statistical authorities and statistical data and forecasts. The co-

operation may encompass many areas, such as discussion of for example methodological issues, 

development of source data, shortcomings of source data, data revision analysis, forecasting issues. Final 

responsibilities should be clear, but this does not prevent useful discussion between authorities. In 

chapter five institutional arrangements related to EDP reporting are explained in more detail.  

 

3.5 GFS tables in ESA 2010 transmission programme  

Based on ESA 2010 -regulation (549/2013) and its annexes, ESA 2010 GFS data is compiled and 

transmitted by national statistical authority. Data on general government is included in following ESA 

tables: 

Main aggregates of general government 

¶ annual data, compiled and transmitted twice per year ς end-March and end-September 

¶ total revenue and expenditure of general government and its sub-sectors 

¶ breakdown by revenue and expenditure components 

¶ breakdown by sub-sectors 
 

Taxes and social contributions 

¶ annual data, compiled and transmitted once a year ς end-September 

¶ total tax and social contributions revenue at a detailed level 

¶ breakdown by different categories of taxes and social contributions, and by sub-sectors 

¶ supplementary but compulsory information at even more detailed level: separate table including 
all individual, country-specific taxes 
 

Government expenditure by function 

¶ annual data, compiled and transmitted once a year ς end-December 

¶ government expenditure by functional categories (COFOG) 
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¶ breakdowns by expenditure category (transaction), and by sub-sectors 

¶ breakdown by COFOG 2-digit -level for general government total, and by COFOG 1-digit -level for 
sub-sectors 
 

Sector accounts 

¶ quarterly data transmitted at ca. t+3 months and annual data in end-September 

¶ revenue and expenditure items and balancing items, by sub-sectors 

¶ data transmitted to Eurostat as part of sector accounts of the whole economy (with voluntary 
supplementary details for government sector) 
 

Financial accounts (incl. government debt) of general government 

¶ quarterly data to be transmitted at ca. t+3 months 

¶ financial transactions and balance sheets, broken down by asset/liability categories and by sub-
sectors 

3.6  National accounts classifications : sectors, revenue and expenditure  

National accounts is based on many classifications: institutional sectors, non-financial transactions, 

financial transactions, classification of the functions of the government (COFOG), assets... Concerning 

government non-financial accounts, two classifications are perhaps the most essential: sector 

classification and non-financial transactions classification. 

EU fiscal policy rules (e.g. general government deficit and debt) concerns units that are classified in 

government sector, and that's why defining government sector by the sectorisation rules is so important. 

And when it comes to revenue and expenditure, defining for example which revenue is considered as 

taxes is important because it allows international comparisons.    

3.6.1  Sector classification ɀ how to define general government sector  
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