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CHAPTER 1 OVERVIEW OF THE SYSTEM OF ACCOUNTS
(This chapter should be around 25 — 50 pages gth¢n

Approaches used

All the data, accounts and tables made public [BHN under the heading of the national
accounts form what is called Base 2010. ESA 201i®exonceptual framework of reference.
In principle, Base 2010 does not diverge from ESA®at all.

To measure GDP, the French national accounts apglihree approaches — production,
income, expenditure — used traditionally. Theyuwsed in a complementary rather than a
competing fashion, the aim being to find convergeas early as the choice of statistical
sources. However, they are used autonomouslythetiinal synthetic phase, where an input
and output table is used as an accounting framework

Economic territory

The economic territory covered by the national aote base 2010, under § 2.05-a) of ESA

2010, consists of metropolitan France and the easrdepartments of the French Republic

(DOM: Guadeloupe, French Guiana, Martinique, Renitstand and Mayotte). The definition
of the economic territory is in line with the supplentary indications given in points b) to e)
of 8 2.05, and § 2.06 of ESA 2010.

Overseas territorial authorities (COM) are not dithe economic territory. As some of these
territories contain military bases — in French pelsia — or scientific bases — in the French
Southern and Antarctic Lands — they are includeitiénFrench economic territory as
territorial enclaves (ESA 2010, § 2.05-d). The agmn of the COM from the economic
territory is consistent with the European Commissiecision of 26 July 1991 (91/450/EEC,
Euratom) and European Commission regulation 10%200

The case of Mayotte requires some explanation: Maysecame a French department in
2011 and only acquired the status of ultra-perighegion (UPR) of the European Union in
2014. Hence Mayotte is only included in the GNIliined to Eurostat for budget purposes
from 2014 (given that the GNI determines to a lagent the distribution of contributions by
Member States to the EU budget), and not for pres/igears. However, the actual national
accounting data include Mayotte for the entire geédovered by the national accounts (1949
to the present). Thus the economic activity of M&g/es included in the GDP and GNI
estimates published on insee.fr for the whole efgériod 1949-2015.

Organisation of the accounts

The National Accounts Department (DCN) at INSEE &asaff of around 60. It is
responsible for the methods and concepts of themataccounts, especially with regard to
interpreting the European ESA 2010 manual. It pcediand disseminates the annual and
quarterly non-financial accounts.
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For the annual accounts, it produces synthesesanés out statistical adjustments. It
coordinates the work of the national accountinguoutside the National Accounts
Department (Business Statistics Directorate at IR SBirectorate-General of Public Finances
- DGFIiP, Directorate-General of the Treasury, Bande France). The data from these units
are semi-prepared in the form of intermediate systél'he financial accounts, however, are
produced almost entirely by the national accousfsadment at the Banque de France. The
INSEE National Accounts Department validates tteesei-prepared data and the Banque de
France data. It then performs the transition tondwgonal accounting concepts and makes any
corrections to the method based on the data fresetintermediate systems. It also carries
out assessments based on various sources, espeanialbnsumption.

Quarterly accounts are produced by a specific telstinct from the annual accounts team.
They are constructed from short-term economic etdics taken from many different bodies.
These indicators are calibrated by performing eowetac relations on the annual accounts.
Quarterly accounts and annual accounts are entogigistent in gross value terms.

The National Accounts Department coordinates coutions from national accounting units
outside the Department. Overall, there are abobitbfional accountants, or approximately
130 full-time equivalents, not to mention the proels of the primary sources and the various
indicators. The organisation of the Departmenivem below.

Organisation of the National Accounts Department:
Head of Department
alongside the Head of Department:
1) one deputy in charge of conceptual expertise
2) the editor of the annual report on the Frena@nemy
3) one person responsible for secretarial dutiéserDepartment
4 divisions whose roles and composition are desdrii®low

Note: the main sources from outside the Departrasngiven for each unit, to make
comparisons easier between different organisatiasst is sometimes difficult to distinguish
between those who are preparing primary sourcesthage who are actually compiling the
national accounts. Staff numbers are given in beéskor each section and division.

“Concepts, methods and assessment of national atstdivision (8)

Interpretation of SNA 2008 / ESA 2010, improveméntassessment methods, studies on the
quality of accounts, experimental assessmentschatikg of the national accounts,
dissemination of accounts, IT assistance and stippor

- “Dissemination” Section (3)



Putting tables, publications and other documentimenpreparing international
questionnaires and dissemination to internatioradiles

Updating national accounts data in INSEE’s non-saliesed publications

“*Summaries of goods and services” Division (16)

- “Input-Output Table and synthesis of supply asd halance” Section (4)

Sources: supply and use balances (ERE) from INSE&ESshess Statistics Directorate, and
other units of the National Accounts Department

- “Employment and productivity” Section (3)

Sources: INSEE employment division (global levaked on censuses), administrative
sources and business surveys for changes, disgtibby sector and working time

- “Household consumption” Section (6)

Sources: many sources (professional bodies, stmme from units producing satellite
accounts

- “Calculation of PPP” Section (2)

Sources: price readings taken by the INSEE Ile @de&¢e Regional Office or by external
contributors (for construction and equipment), adistrative sources used by INSEE
(Demographic and Social Statistics Directorate) &g civil service salaries

“General summary of accounts” Division (16)

- “General government accounts” Section (6)
Sources: intermediate system from Directorate-Galngfr Public Finances
- “Non-financial enterprise accounts and balan@etsi Section (4)

Sources: Annual Business Statistics (ESANE) pratlbgehe INSEE Business Statistics
Directorate, various sources for wealth

- “Accounts of financial corporations” Section (3)

Sources: intermediate system on financial insbgifrom the Banque de France,
intermediate system (administrative report) frora Brudential Supervisory and Resolution
Authority (ACPR)

- “Summary of sector accounts, household and NRI&dunts” Section (2)

Sources: various sources on NPISH and householoweMer, the main information for
household accounts comes from a summary of accbromsdifferent sectors.

“Quarterly accounts” Division (15)

Sources: short-term indicators by INSEE, DGFiP, amahy other sources

- “Synthesis of goods and services” Section (2)
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- “Synthesis of sector accounts” Section (6)
- “Consumption and savings” Section (3)

- “Foreign trade and rest of the world account”tierc(3)

Supervision and control systems

During each accounting campaign the French nat@c@duntants carry out a systematic
analysis of revisions to the series that they peedirhis analysis, which is a key feature of
quality control, has several aims:

9. to identify revisions that are abnormal in scald/animportant;

10. to determine the origin of these revisions: chamgade by source data producers, change
in national accounting method, etc.

11. to ensure that these revisions are indeed justiet] if not, to adjust the spontaneous
estimates to ensure the coherence of the seriegioee

These systematic analyses of revisions and thigiinsrprovide a detailed diagnostic of the
reliability of the different sources supplying datad thus help to identify the main risks
associated with the quality of the source data bgetie national accountants. Agreements
are in place to govern exchanges of informatiomti@at and data transmission timetable)
between the national accountants and their maiplsup: DGFiP, Banque de France,
Balance of Payments, etc. These agreements amveyiregularly (about every 5 years).
Exchanges of data inside INSEE (especially withBheiness Statistics Directorate) are not
covered by agreements as they are systematic eyebanhinformation, framed in some cases
through formal meetings (e.g. ESANE-National Acdmugnsteering committee), in order to
guarantee the quality and timely delivery of data.

Particular attention is also paid to documentingdpiction processes in very comprehensive
methodological notes. This systematic documentasi@afundamental component of the
process of monitoring the quality of accountseduires a rigorous and transparent
description of the production process, and makesvletge transmission easier when staff
are moved around, something which happens oftest magional accountants are in post for
about 3 to 4 years before joining other Directaatghin INSEE or moving into one of the
Ministerial Statistical Offices.

The methodological notes for the national accotortbase 2010 are available on the
national accounts page of the wehsltee methodological notes foase 200%andbase 2000
can also be accessed via the INSEE website (tfeeserot yet all been updated to base
2010). The INSEE website also gives access todhes on analyses of revisiopgblished
every year.

1.1 Introduction

Describe the main approaches to GDP and the gdugehgoverage. Describe the
organisation and responsibilities within the NSbfpde organisation chart and indications of



the number of staff working on national accourii®scribe the supervisory and control
systems in place; cover the following aspects:

1)

2)

3)

4)

5)

The performance of a regular and comprehensivesisalf potential risks in the
main data sources and methods used and the applichtactions aimed at managing
and minimising these risks. This approach shouttuae a description of the national
accounts compilation process. The approach shaufdrimalised by the National
Statistical Institute in order to further reinforite national accounts compilation
process.

All sources and methods used to compile the acsanatgiven in written
methodological notes available on the INSEE websitéhe production phase,
estimated variations are systematically subjectitecal analysis, taking into account
changes already noted in the past.

The existence of formal service level agreementwden the national accounts units
and all the units supplying basic statistical datthe national accounts units in order
to aid proper control and a timely delivery of gapdhlity data.

Agreements are in place with suppliers of the nsamrces of data, especially
structural business statistics and public sectoow@ating.

The regular production of quality reports on stat# sources and products.

Each year, the national accounts publish a detagpdrt (about fifty pages)
describing revisions made to the annual accourdkmifying sources, changes in
methods or correction of errors requiring revisionss report is posted on the INSEE
website.

The documentation of supervisory controls perforimgdanagement on national
accounts compilation.

Each unit in charge of producing a sub-set of ttemants provides its line
management with a report on the completed accoithtdetails of the results and an
analysis, explaining any difficulties encountered areas of uncertainty.

The performance of internal audits/reviews on ttee@sses of collection and
compilation of statistical data.

1.2 The revisions policy and the timetable for rewing and finalising the estimates;
major revisions since the last version of the GNIriventory

Summary of Chapter 2. Outline the policy for cutrand major revisions. Outline the impact
of the transition from ESA 1995 to ESA 2010 on GNI.

Each year, in May of year N, the accounts for Niifitive), N-2 (semi-definitive) and N-1
(provisional) are updated. Years N-4 and earlidnictvare considered to be definitive, are not
revised again until the next change of base (beadkhnevision).

Quarterly accounts are updated every month. Eaahtliey are published, these revisions
can potentially affect all the data series, giveat & calibration-fitting econometric method is
used to produce the quarterly estimates.



When ESA 2010 was implemented, the GNI was revigwaards by 3.2% for 2010. Almost
¥, of these revisions (2.3%) were due to concephmalvations in ESA 2010, in particular the
capitalisation of R&D (causing a rise of 2.1%). Tkenaining revisions can be explained by
new data sources, improvements in the methodolodychanges introduced to allow for the
lifting of reservations outlined in ESA 1995.

1.3 Outline of the production approach

Summary of Chapter 3. Outline at least the referdraameworks (for example, register of
enterprises, registers of government units, empéotrdata), main data sources, transition
from the basic data sources (e.g. private accoggirvey or administrative data) to national
accounts concepts and the main approaches taklemesject to exhaustiveness (using the
N1-N7 taxonomy of the tabular approach to exhaaestgs).

Reaqisters

Public registers managed mainly by the Prudentipésrisory and Resolution Authority
(ACPR) give an exhaustive description of financalporations (S.12), excluding the case of
financial auxiliaries.

An overwhelming majority of general government arff.13) are identified through registers
managed by fiscal authorities (the Directorate gar@d public finances - DGFiP).

Besides all enterprises (not only corporationsabet unincorporated enterprises,
associations, foundations), whatever their size)egally required to register in an exhaustive
file, SIRENE, from their creation. SIRENE, whichntains information on the main activity

of each unit, thus allows to identify:

1) financial auxiliaries classified in S.12 thahoat be identified through registers
managed by financial authorities;

2) the tiny minority of units classified in S.13atlcannot be identified through registers
managed by DGFiP: these are mainly corporatiomgraups of corporations
engaged in the same economic activity - contrdigdentral or local government
units that national accountants have considerée toon-market on a case-by-case
analysis;

3) units classified in S.15.

Units identified in SIRENE that are not classifiads.12, S.13 or S.15 are allocated to S.11 if
they are corporations or to households (subseci@AS if they are unincorporated
enterprises.

Main data sources

Financial corporations (excluding financial auxikes) are legally obliged to give detailed
information to financial authorities, that Inse@si$o build national accounts.



All public units identified through DGFiP registaraist send their accounts each year to
DGFiP: these accounts are used by Insee to buiidnad accounts.

All other economically active entities, whatevegittsize, are legally obliged to send their
annual accounts to DGFiP each year, an informaitsad by Insee to compute national
accounts.

However this constraint is binding only for markebducers since their income tax is
computed on the basis of these accounts. For noketaroducers (S.15 units) that pay no
income tax this obligation remains theoretical aational accounts thus prefer to use
information from both surveys and administrativéad@ecords on social security
contributions paid by these entities on wages fmtteir workers).

The other exception is that very small units mat/fopvery simplified fiscal obligations,
provided their turnover does not exceed a verytlaeshold (in practice these units cannot
have employees): in that case national accounysh@ve information on their turnover, their
taxes being calculated a fixed proportion of thainover.

Of course accounts transmitted to DGFiP by markésulo not cover the case where they
decide to hide their activity to avoid taxation.nrost cases national accounts use the
accounts transmitted to DGFiP and add an estinfatee«value added generated by hidden
activities based on fiscal audits (see below thenrmpproaches taken with respect to
exhaustiveness).

However there are exceptions to this general metioodectors where a large part of the
economic activity is assumed to be hidden and wheneey data are assumed to give a good
estimate of total activity. National accounts tipeefer to use data from surveys precisely
designed to give an overall picture of the corresiiag fields of activity. This is notably the
case for 1) farming, forestry and fishing, 2) tmeduction of housing services and 3) the
production of social work services.

Transition from the basic data sources to natianabunts concepts

As described above national accounts heavily relgazounting data provided by either
private or public entities. This is made possibjéte fact the accounting framework is very
precisely defined by law for all units.

The private accounting framework (Plan comptableégdél - PCG) provides very detailed
information that allows to compute not only corg@mas’ income but also their output,
intermediate consumption and value added. All ymitgatever their size, must transmit to
DGFiP accounts elaborated according to PCG condeptthe smaller units the account
recording is somewhat simplified but the informatmrovided remains sufficient for national
accounts. Enterprises that produce accounts aogptaliother accounting frameworks - e.g.
IFRS for quoted corporations - must also transmiDGFiP accounts elaborated according to
PCG concepts.

For public units the situation is basically the sapublic accounting standards derived from
the PCG are legally binding. They follow accruat@mting principles (even though they
may deviate in some cases from national accourgacdacepts and practice).



Of courses conceptual corrections are necessangke private and public accounting data
consistent with the ESA 2010 framework. Correctiaresfor example necessary for the
valuation of inventories, the recording of flowsKed to financial leasing, the recording of
expenditures on software or R&D, the recordingxgfenses on insurance premiums,
FISIM... They are performed by national accountamt&iccounting sources.

Moreover an important work of reconciliation of ddtetween different sources has to be
implemented and it has an impact on the estimatalok added and hence GNI. For example
the amount of taxes collected on corporations $gafi authorities that is given by public
accounts data does never spontaneously matchhvettotal amount of taxes paid by
corporations that can be found in their account& Basic assumption is that corporations
record the right figures for their total expensasdn not necessarily allocate them correctly
between different subcategories: taxes and inteateedonsumption for example. Hence, to
bring taxes paid and collected consistent betwé@sreht institutional sectors, the
discrepancy between taxes paid and collected isaly reported on the estimate of
intermediate consumption of corporations, which&agect impact on the estimate of their
value added.

Main approaches taken with respect to exhaustiwenes

The corrections performed with respect to exhaastgs are the following (by decreasing
quantitative importance using the N1-N7 taxonomy):

4) N6 (€ 51.9 bn of gross value added): these digjare derived from the analysis of
fiscal audits of registered units, they cover frandurnover, operational expenses as
well as VAT;

5) N7 (€ 42.3 bn of gross value added): mainly @eneunt production of firms and for
a lesser part income in kind;

6) N1 (€ 15.8 bn of gross value added): these déigiaover hidden activity by not
registered producers or by household as emplotferg result of an experts’ analysis;

7) N3 (€ 4.9 bn of gross value added): own-accpomdiuction of households;

8) N2 (€ 2.6 bn of gross value added): illegal picitbn and trafficking of narcotics and
smuggling of tobacco;

9) N4 (€ 2.4 bn of gross value added): various mankits not present in structural
business statistics, their accounts are manuatlyrporated in total estimates.

1.4 Outline of the income approach

Summary of Chapter 4. Outline at least main datacss, whether independent estimates of
gross operating surplus and mixed income are cechpifansition from the basic data sources
(e.g. private accounting, survey or administratieéa) to national accounts concepts and the
main approaches taken with respect to exhaustigguesg the N1-N7 taxonomy).



The income approach is closely intertwined with pheduction approach since they are both
based on the same sets of private and public atiogutata. Hence the income approach can
be adequately described in a similar way as thdymtton approach as described above. In
particular the same adjustments for exhaustiveaesperformed on both approaches in a
consistent way for the corresponding variablestpaiuand intermediate consumption in the
production approach, wage compensation, taxesicsebsgross operating surplus and mixed
income in the income approach.

Generally speaking, for the activities for whicthaustive accounting data are available the
different components of the income approach (gopesating surplus and mixed income,
wage compensation, taxes and subsidies on prodjietie basically given by accounting

data. The adjustments made by national accourn@atscounting data aim at 1) ensuring the
transition from private or public accounting franmmWs to national accounts concepts and 2)
reconciling data obtained through the differentoating sources (this is especially true for
taxes that are registered as receipts in publiolads and as expenses in private accounts, but
the amounts do not spontaneously match betweetliffeeent sources. The same remark is of
course valid for subsidies).

An exception is however made for non market adtisi{performed mainly by general
government entities or NPISH): gross operating Isisrpannot directly obtained from
accounting data since output is calculated asuhed production costs, including the
consumption of fixed capital (CFC). Gross operasngplus is thus equal to CFC and is
obtained in a statistical way based on the perntaneentory method (PIM): basically Gross
operating surplus is derived from past investmkntg by types of assets and assumptions
(shared at international level) on the servicedif@arious types of assets.

The case of other activities (i.e. when accountiata do not provide an exhaustive picture) is
totally different: output and value added are kaliestimated through survey data in the
production approach. Other data sources are usestitbate wage compensation (surveys or
administrative data from public entities collectsagial security contributions paid on wages)
as well as taxes and subsidies on production (pabltounting data). Gross operating surplus
and mixed income are then estimated as a residual.

1.5 Outline of the expenditure approach

Summary of Chapter 5. Outline at least main dat&css, transition from the basic data
sources (e.g. private accounting, survey or adinatige data) to national accounts concepts
and the main approaches taken with respect to ekkaness (using the N1-N7 taxonomy).

The availability of detailed and exhaustive accogtiata for almost all economically active
units - a feature rather specific to France - legghch national accountants to give a
dominant role to the production approach and therme approach (which, once again, are
closely intertwined). Hence the components of ttygeaditure approach are in practice
adjusted to ensure the consistency between the gabse added given by the expenditure
approach and the one given by both the productoitiae income approach.

The expenditure approach is based on autonomousespulifferent from the accounting data
used for the production approach and the incomeoagh. These various sources are: VAT
records, regulation authorities (e.g. for gambbngommunication services), social security
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reimbursements (for health services), car registidiles, surveys on retail trade performed
by subcontractors, employers’ federations for &gisector (e.g. clothing)...

An analysis is also performed to ensure that thel$eof consumption in the expenditure
approach are globally consistent with data of tbed¢holds budget Insee survey. The
conclusion is rather positive but the figures cdrb®exactly the same: the scope of products
covered by the survey does not exactly match tbpesof households’ final consumption in
national accounts, the survey gives estimates dgumt and/or consumption function of the
consumption of residents whereas the level of copgion in national accounts for a given
product of consumption function covers consumptiorthe economic territory (either by
residents or non residents...).

An analysis of corporations’ balance sheets is pé&stormed to ensure that the level of GFCF
in the expenditure approach is globally consis{eat product by product, but by large
groups of products) with private accounting datae €stimates of changes in inventories
basically stem from private and public accountiatadafter adjustment for ensuring a
valuation consistent with national accounts corgept

The expenditure approach relies on the balancirsgipply and use product by product on a
relatively detailed scale (139 products) within supply and use table framework, both in
current prices and in previous year prices.

Although the expenditure approach is adjusted tmade consistent with the total gross
value added of institutional sectors derived mafrdyn accounting data (but also surveys for
farming, forestry and fishing, or for social work)the production and income approaches, it
plays a significant role in the transition to GIH®er that purpose theoric VAT rates (that are
given by fiscal experts from the ministry of fin@sg are applied to intermediary and final
uses of the expenditure approach, differentiatedrbgluct and by type of use. So the way the
total value added is allocated by product and tfpgse in the expenditure approach has an
incidence of GDP and hence GNI.

1.6 The balancing or integration procedure, and mai approaches to validation
Summary of Chapter 6. Describe at least whethe¢hade approaches to GDP are used,
outline the mechanism used to balance or integinatéhree approaches and the level of
manual versus automatic balancing.

As already mentioned above, the availability ofcasting data for all enterprises justifies
that national accountants give a dominant rolééocombined production and income
approaches. In practice the expenditure approaatijissted to ensure consistency with the
tow other approaches.

However this adjustment is not “blind” since themgmlation process relies on the balancing
of supply and use product by product at a detd#eel (139 products). Hence, in the annual
production process national accountants have tarerisat this detailed balancing is
reasonably feasible: if not, it might be the sigattsomething went wrong in the compilation
process of the accounting data used for the pramuand income approaches. In that case
national accountants have to go back to these pyidsta to check that there are no errors.
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1.7 Overview of the allowances for exhaustiveness

Summary of Chapter 7. Outline the general appré@a@xhaustiveness. Explain which
approach to GDP is considered the most exhaustiddnaw the consistency of
exhaustiveness adjustments is ensured betweeiffireitt approaches to GDP.

Since the dominant approaches are those basedounrding data transmitted to fiscal
authorities, it is essential that national accontst@nsure a proper (although necessarily
imperfect) adjustment for the case of entities thdé their activity to avoid taxation.

In the case of activities hidden by legal unitdoral accountants base their allowances for
exhaustiveness on the analysis of fiscal unitsioNat accountants have detailed (firm-level)
information and can identify 1) legal units thatrevaudited and those that were not audited
and 2) for audited units, the hidden activity (edvered by fiscal auditors) as a percentage
of declared activity. Of course national accourgatd not base their calculations on the total
amount of fraud since all types of fraud do notregpond to hidden activity. Moreover
considering the average rate of hidden activitresawdited legal units for a good proxy of
total hidden activity as a percentage of total alexd activity would exaggerate the total
amount of hidden activities: fiscal auditors tarthedir efforts on firms for which fraud is

more likely. Hence an econometric model is usetbtdrol for this selection bias and avoid
overestimating the amount of hidden activitiesc@iirse these hidden activities also result in
VAT fraud. The total allowance of exhaustivenesgdid to hidden activities of legal units
(including VAT fraud) amounts to € 51.9 bn in 2Q1¢pe N6). This adjustment is directly
performed on the combined production and incomeagmhes. The fact that the expenditure
is adjusted to the value added of the combinedymtomh and income approaches after
adjustment of hidden activities by legal units easuhat the expenditure approach takes into
account these hidden activities.

Of course the case of legally declared units do¢encompass all cases of hidden activities
since households may engage in market activitiesngloy people without registering.
Adjustments thus have to be performed to take adsaf this form of hidden activities.
However the information available is small in thes@nce of fiscal audits. These adjustments
are based on sector analysis produced by expegtsooomic research and cannot be
considered to be as precise as those based ondlysia of fiscal audits. They amount to €
15.8 bn in 2010 (type N1) and are concentratedoesiBc sectors (construction of dwellings,
food services, domestic services...).

The second largest amount of allowances for exheangss is the N7-type one: € 42.3 bn. A
large part corresponds to own-account productiofirms, especially on software and R&D.
For software the estimate is based on the explotaif detail wage-data that allow to
identify workers that may spend (part of) their itone on developing software for internal
use. For R&D the estimate is based on the R&D sugeensistent with OECD provisions
regarding this issue).

A smaller part of the total N7-type adjustment esponds to income in kind and is based on
data from the labour cost suvey.

The N5-type adjustment is zero since in the Fréeghl context there is no room of informal
activity (every type of economic activity should fegjistered, whatever its size).
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The N3-type adjustment amounts to € 4.9 bn in 20idcorresponds to the own-account
production of households (mainly farming productd aonstruction services).

The N4-type adjustment amounts to € 2.4 bn in 2Z04dcorrespond to legally registered and
declared activities but that are not included Marious reasons, in structural business
statistics. This is in particular the case of feedvices produced for students in universities,
and of bets on hoarse races.

The N2-type adjustment amounts to € 2.6 bn in 2@X@ivers the case of production and
trafficking of narcotics, and smuggling of tobacbim adjustment is made for prostitution
since it is assumed to be already covered by Né-&gfjustments obtained trough the analysis
of fiscal audits. No adjustment is made eithersfoiuggling of alcohol given the relatively

low level of taxes and duties on alcohol consunmiioFrance. Adjustments made to take
into account narcotics (both production and tr&ffig) and smuggling of tobacco are based
on a demand-side approach using data from a potiie specialized on these matters, the
French Observatory on narcotics and addicti@issgrvatoire francais des drogues et
toxicomanies OFDT).

1.8 The transition from GDP to GNI
Summary of Chapter 8. Outline at least main datecgs and main adjustments made in the
compilation of cross border flows.

Data sources for the transition between GDP and ¢&Nile mainly from the Banque de
France, which is by law responsible for the proouncof balance of payments estimates.

The balance of payments published by the Bank afi¢e since June 2014 is considered to be
compliant with the concepts of the BPM6, which innpiple makes the majority of the
corrections for compliance with ESA 2010 inapplieabn practice, however, the balance of
payments had not finalised its new estimates in BRMen INSEE's national accountants
needed to finalise the estimates relating to 20t@& national accountants therefore used a
balance of payments that still conformed to BPMSider to establish the 2010 levels. In
addition, the national accountants used updatedifyuiblished data provided by the balance
of payments in March 2013 (these data were onlylighdd in June 2013 in the annual
balance of payments report for 2012).

To estimate the wages and salaries paid in Franoen-residents, the balance of payments
uses data provided by social security funds, whgobvide information about the payroll
subject to contributions (chosen to estimate itedilpand the contributions paid to the social
security funds (chosen to estimate item D.12):stim@ of the two provides an estimate of the
compensations paid to the rest of the world (iterfi) DNo specific adjustmentis made on
these data since social security funds' accouet&egt on an accrual basis, hence consistent
with ESA 2010.

To estimate the wages and salaries paid from atSrdnce to French residents working
outside France, the balance of payments relies mirrdr" data, i.e. estimates of
compensations paid to French residents which aveiged by the balances of payment of
other countries.

However a retreatment is applied in order to dedoetcompensations received by French
development workers (amounting to €470 million 01@), who are in reality non-residents,
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from the estimate of compensations received bydbkeof the world provided by the balance
of payments. INSEE obtains the estimated compearsatieceived by development workers
from the balance of payments.

Regarding flows associated to taxes and subsidigsaruction (D.2 and D.3), the estimates
are based on public accounts data. Budgetary based on a cash approach) are restated to
make them compliant with the principle of recordorgan accrual basis.

Regarding property income flows (D.4), the primdaga come from BoP estimates.
Corrections are however applied to these datagarerconsistency with ESA 2010 concepts.
For example, these corrections aim to ensure tiagtepty income flows are recorded before
taxes, that interest flows are recorded on an atbasis, or that property income flows
associated to collective investment funds do ineltetained earnings.

RoW estimates do not include estimates of withdtafvancome for resident housedholds
owning a secondary residence abroad (or symefrinalh-resident households owning a
secondary residence in France). The investigattanged out in 2014 and 2015 in the
framework of cross-cutting reserve | on "cross-keoqoperty income" in ESA 1995 showed
that not accounting for these flows (which probdbbds to a slight overestimation of French
GNI) had a very small impact as a % of total GNI.

Reinvested earnings are estimated by exploitingattemunts of French and foreign direct
investment enterprises. However, although the divil$ of the invested resident enterprises
that are paid out to their direct non-resident gtoes and, above all, the dividends of the
invested non-resident enterprises that are paidtatbheir resident direct investors over a
given year are known, at least in part, duringwleeks following their payment, this is not
the case for reinvested earnings, whose amountsotdre determined until the French
companies have published their annual accounts made known the results of their
subsidiaries and foreign holdings. On the wholerdfore, direct investment earnings are not
definitively established until around 15 monthseatihe end of the reference year. They are
initially subject to a statistical estimation.

The balance of payments survey on the foreign didyg@s of French enterprises is based on
the social accounts of direct foreign subsidiari@snsequently, it does not report on cases of
indirect holdings. However, the balance of paymemisies out systematic research on the
reinvested earnings of the indirect subsidiariethefmajor French groups on an annual basis
by comparing French direct investment earnings abwith the net current (consolidated)
results of the group's share declared by Frenchipgron the framework of the OFATS
(outward foreign affiliates) survey. The two apprie@s produce very similar orders of
magnitude.

1.9 Main classifications used
Summary of Chapter 9. List the classifications dascribe the level of detail used by the NSI
in the compilation of national accounts.

Classifications used for the production approach

The classification used in the production approachasically the Nace rev.2, i.e. the one
given in ESA 2010.
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More precisely, production accounts by homogenaoasdh of activity are elaborated at the
A*129 Nace rev.2 level. The only deviation to startaggregate levels of Nace rev.2 is that
French national accountants choose to distinguiakkeh and non-market branches within
A*129 levels given different principles of valuatiof output for market and non-market
activities. This is relevant only for ten A*129 hihes (the ones where there is a significant
non-market activity). Hence, in practice, productaccounts are elaborated for 139 branches
(A*139 level in national classification). In theepfic case of households’ consumption the
compilation level is far more detailed (betweenup®and classes of Nace rev.2).

Annual production accounts are typically publisiagthe A88 and A38 levels that are defined
at the international level. Quarterly accounts@ublished at a less disaggregated level since
they rely on less detailed data sources: howewsy tlo not use the internationally-defined
A*21 level, but a national aggregate level in 1@rimhes (A*17) that seem more appropriate
for economic analysis given the structure of thenEh economy. The table below gives the
bridge table between A*38 and A*17.

A*17 A*38

AZ A

C1 CA

C2 CD

C3 Cl, CJ, CK

C4 CL

C5 CB, CC, CE, CF, CG, CH, CM
DE B,D, E

FZ F

Gz G

HZ H

4 I

JZ JA, JB, JC

KZ K

LZ L

MN MA, MB, MC, N
0oQ O, P, QA, QB
RU R,S,T,U

Classifications used for the income approach
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For the income approach the classifications usedperations and institutional sectors are
typically the ones given in ESA 2010. The only @tian is that French national accountants
distinguish a few subsectors within the househotassidered as producers:

-S.14A Unincorporated enterprises, of which:
-S.14AA non financial unincorporated enterprises
-S.14AF financial unincorporated enterprises

-S.14B “Pure” households: this case covers theviactof households as employers or as
producers of real estate services.

Classifications used for the expenditure approach

The classification by type of non financial asaeted in the expenditure approach is the one
given in ESA 2010. The classification by producsthe A139 derived from Nace rev.2
already described for the production approach.

As regards the publication levels, they are theesas those described for the production
approach (A88, A38, A17).

Classifications used in the transition from GDP taGNI

The classifications used for the transition fromRs0 GNI are the ones given in ESA 2010.

1.10 Main data sources used
Summary of Chapter 10. List the main data soursed to compile the main national
accounts aggregates.

The ESANE source

The ESANE source compiles all of the supposedlyaagtive data covering all enterprises
(legal units), produced in accordance with the @an&ccounting Plan (PCG). The standard
tax forms include a balance sheet and an incontenségat conforming to the PCG.

The National Enterprise and Establishment RegiB@iabase (SIRENE) is the reference
source for this information. The completion anduatipent of the accounting data, compiled
in the IECN interface, involve very comprehensivegessing and have a decisive impact on
the exhaustiveness of the accounts. This poirgveldped separately below.

ESANE adds the results of structural surveys adstered to enterprises: the Annual

Production Surveys (EAP) for industry and the Ardrisectoral Surveys (ESA) for the other

business sectors, to the accounting data gathgregatching the SIRENE register database
with the accounts transmitted by enterprises tddkeuthority.
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The EAP and ESA surveys are administered to alhefiggest enterprises (legal units) and
only to a sample of smaller enterprises. Theseeysrprovide the following information in
particular:

1) about the business sector of the enterprisesvietved. Information about the
business sector is already available in SIRENEitoist only generally added to the
register database when the enterprise is created arsually never updated thereafter.
The inclusion of the survey data allows for therection of any errors that may arise
as a consequence;

2) about the breakdown of the enterprise's turnowerhomogeneous activity branches.
Indeed, the accounting data only show the totadawer, while enterprises may have
secondary activities alongside their principahatti The EAP and ESA allow for the
output to be broken down into the enterprise'seddifit activity branches, offering a
more accurate estimate of the output of differesdds and services (to be added to
the supply and use balances, which allow for a @ispn of the different approaches
to GDP).

The surveys are immediately used in the field efltiggest enterprises, in which the surveys
are exhaustive and for which both the tax formsthedsurvey results are available.

The use of the surveys is more complex in the faéldmaller enterprises, for which sampling
is carried out. The results obtained in the fiefdtlee actually surveyed enterprises are
extrapolated to all of the enterprises within agk@rstratum correlating the business sector and
the size of the enterprise.

Allocation of accounts for enterprises that are vglg omitted or subject to the "micro-
enterprise” tax category

All of the accounting documents included in the taturn constitute a sort of inventory of
industrial, commercial and handicraft enterprisest in practice, certain enterprises are
omitted from it. Late declarations submitted by eeptises are omitted from the file
transmitted by the tax authority, for example. @ertenterprises may also be omitted
because all amounts are reset to zero in the tasrbecause:

- the enterprises are taxed by a default amountfdding to submit a declaration, an
accounting irregularity, etc.;

- they have not had a financial period for whick #tcounts have been closed during the
year;

- they do not appear to have any activity; but tdee authority considers them to have had
some activity because they appear in the fileatirtg the transmission of tax questionnaires.

ESANE is therefore responsible for estimating thtadf enterprises wrongly omitted from
the tax statisticsA unit that meets the following criteria is coshesied to be wrongly omitted
from the tax source:

- itis included in the File of Permanent Taxabé&déns (FRP);

- it is omitted from the file of enterprises for iwh the DGFiP possesses the tax forms;
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- it has been declared to be active for the yeauiestion in the last available SIRENE file;
more is known about its status: it has declaredspension of business activity during the
year in question in which it is normally active,atherwise it concerns a creation of activity;

- it has filed an account (included in ESANE) obmsiitted VAT declarations in at least one
of the 2 previous years

For enterprises considered to have been wronglytednirom the tax source in this way, the
accounts are estimated by taking account of thgadla data via the VAT declaration, or by
applying the average change in the category (aiinel the business sector and the size of
the legal unit) to which it belongs to the last Wwmoaccount (last available tax forms).

The accounting items also concern particular categaof enterprises that are rightfully
omitted from the files constituting the tax formschuse they are legally exempted from
submitting tax returns. The tax forms transmittedNSEE contain no accounting data for
these units: only the turnover is known. Theseeatéies affiliated to the "micro-enterprise”

scheme This category includes people who have chosernto“antrepreneur” status

(automatically affiliated to the micro-enterprisex tcategory), created in 2009.

The micro-enterprise tax category can only applegriterprises whose annual turnover does
not exceed:

a) the tax-exclusive sum of €82,000 for operaton®se main business is
the selling of merchandise, items, provisions aothmodities to be
taken away or consumed on the premises, or thegiwawof housing;

b) the tax-exclusive sum of €32,900 for servicevjters.
In addition, the enterprises concerned are exenfpiedVAT.

In 2010, this population corresponded to approxatyat00,000 enterprises, making turnover
of approximately €7.2 billion (corresponding toarerage annual turnover of approximately
€10,000).

For these enterprises, therefore, only the turndeaéa is available. In order to extrapolate the
missing accounting items, the average accountingctstre (i.e. the ratio between each
accounting item and the turnover) is calculatedtfer smallest enterprises subject to the
normal category (and therefore obliged to an actogmackage), and this average structure
is applied to the data relating to the turnovemafro-enterprises.

All of the adjustments thus applied in ESANE to #oeounting packages transmitted by the
general government - either in relation to entsgsiconsidered to have been wrongly
omitted, or to enterprises subject to the micremnise tax categoryraises the gross value
added estimated by ESANE by approximately €40 bildin per year.

In addition, several retreatments to the structbusliness statistic are carried out in ESANE.
The most important retreatment concerns the emplyefit sharing, which is recognised in

the distribution of income account in the geneaainting plan. The retreatment leads to
the recognition of employee profit-sharing in theofft and loss account, under

compensations (in accordance with national accogntioncepts). The employee profit-
sharing reclassified in this way has an approxinmataee of €8 billion.
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Name of surveyEnquéte annuelle de producti@BAP) (Annual production survey)

Link to surveys undertaken at the European levg. (&ructural business statistics):

SBS - PRODCOM

Reporting units (e.g. enterprise/ local KAU/ houddh LKAU

Periodicity (e.g. annual/quarterly/other- to becsfied): Annual

Time of availability of results (e.g. 18 monthseafthe end of the survey period):
months

Sampling frame: (e.g. name of business registet/ysgpulation census): SIRENE

Survey is compulsory or voluntary? Compulsory

Main features of survey methodology (e.g. PPS sagypbanel of respondents/ use

a size threshold for sampling/ postal questionhaetephone interview): Internet

guestionnaire (postal questionnaire possible)

Population size:

Sample size: 40,000.

Survey response rate:

Method used to impute for missing data:

Variable used for grossing-up to the populatiog.(eirnover/ employment):

of

Sample coverage, as % in terms of variable usedrfussing-up (e.g. sample covers

60% of employment recorded on the sampling frame):

Main variables collected:
The annual production survey  (EAP) has  two main sa

m

- identify the different activities carried out leyterprises via the breakdown of their

turnover into different branches, and from thistedmine their principal activity
(APE);

- provide information allowing for the productiom grecise data on industrial outp
both in response to the requirements of the Europradcom Regulation, and
satisfy the needs of national users - especiaflyntreds of professional organisation
PRODCOM is the abbreviation of industrial produsti@®ROD) surveys defined

the Community (COM) level and governed by regulat{&@EC) no. 3924/91 of th
Council (19 December 1991).

Further adjustments made to the survey data:

Name of surveyEnquéte sectorielle annuel{ESA) (Annual sectoral survey)

Link to surveys undertaken at the European levg. &ructural business statistic
SBS

Reporting units (e.g. enterprise/ local KAU/ houddi LKAU

Periodicity (e.g. annual/quarterly/other- to becsfied): Annual

Time of availability of results (e.g. 18 monthseafthe end of the survey period);
months

Sampling frame: (e.g. name of business registet/ys®pulation census): SIRENE

Survey is compulsory or voluntary? Compulsory

Main features of survey methodology (e.g. PPS sagfbanel of respondents/ use
a size threshold for sampling/ postal questionhagkephone interview): Postal
Internet

ut,
to
S.
at
e

of

Population size:

Sample size: 40,000.
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Survey response rate:

Method used to impute for missing data:

Variable used for grossing-up to the populatiog.(girnover/ employment):

Sample coverage, as % in terms of variable usedrfussing-up (e.g. sample covers
60% of employment recorded on the sampling frame):

Main variables collected:
The Annual Sectoral Survey (ESA) aims to identifg tifferent activities carried ouit
by enterprises, via the breakdown of their turnoweto branches (sectoral
classification), allowing for a better evaluatiom their principal activity (APE)

The ESA also allows for the observation of legaitnecturing operations that affect
the running of the enterprises. It supplementsitifi@rmation provided by the tax
forms with regard to investments - especially nisngible component - and describes
the main characteristics of each economic sector.

Further adjustments made to the survey data:

Surveys in the social services field

These surveys, conducted every four years by DR@®ctorate for Research, Analysis,
Evaluation and Statistics, Ministries for Healthdasocial Affairs), cover all active
establishments in the field of social services,nidied in the FINESS register listing
establishments that have been granted an authonisat

The register reveals the number of places in eatdbkshment. The surveys can be used to
determine the actual occupancy rate and theretoestimate the population actually cared
for, a major input for the estimation of output.

DREES carries out a survey on old people's homesjneey of establishments caring for
disabled persons (children or adults) and a sumfegstablishments specialising in the
provision of support for persons with social diffites (children or adults).

Name of surveyEnquéte sur les établissements d’hébergement dmmees agees
(EHPA) (Survey of nursing homes for the elderlyl 20

Link to surveys undertaken at the European levg. &ructural business statistic
None

Reporting units (e.g. enterprise/ local KAU/ houddht nursing homes for elderly
people

Periodicity (e.g. annual/quarterly/other- to becsfoed): every 4 years

Time of availability of results (e.g. 18 monthseafthe end of the survey period): L2
months

Sampling frame: (e.g. name of business registerd/ugepulation census):
Administrative file containing all active nursingmes

Survey is compulsory or voluntary? Compulsory

Main features of survey methodology (e.g. PPS sagpbanel of respondents/ use|of
a size threshold for sampling/ postal questionhdekephone interview): Postal or
Internet

Population size:

Sample size: 10,500.

Survey response rate:
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Method used to impute for missing data:

Variable used for grossing-up to the populatiog.(eirnover/ employment):

Sample coverage, as % in terms of variable usedrfssing-up (e.g. sample cove
60% of employment recorded on the sampling frafarjraustive

Main variables collected:

Structures

The EHPA survey specifies the general charactesisif the establishments and th
activity: number of places, number of people presen31 December of the financi
year, number of arrivals and departures duringydes, distribution of residents p
level of dependency, temporary accommodation, dag, aight care. It also cove
more regulatory aspects: signature of a tripart@tgreement, social welfa
authorisation and the prices of accommodationtrireats and dependency.
Personnel

The survey provides information about the main pedtl, gender, age and full-tin
equivalent of each person.

Residents

The survey reveals the age, gender, date of enteyjous housing and depender
level, broken down according to the discriminatingriables of the AGGIR
(Autonomy, gerontology and iso-resource groups).reésidents that have left durir
the year, the survey also provides information allo®: departure date, entry date, ¢
and destination after departure.

Building and facilities

The survey describes all of the facilities in tleelltboms and communal areas.
Pathologies

The survey provides a description of all patholegi a sample of residents, its
derived from a sample of establishments.
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Further adjustments made to the survey data:

National housing survey

Every six or seven years, INSEE conducts a sur¥egweral tens of thousands of dwellings.

This survey reveals the characteristics of houaimd its occupants, and the rental

fees when

the housing is rented. The data are used to eeahaih the actual and imputed rents, on the
basis of a stratification allowing for the separatof different types of housing into specific

strata, such as social housing.

Name of surveyEnquéte LogemeriHousing Survey) 2013

Link to surveys undertaken at the European levg. &ructuralbusiness statistics
None

Reporting units (e.g. enterprise/ local KAU/ houddh Households

Periodicity (e.g. annual/quarterly/other- to becsfied): every 7 years

Time of availability of results (e.g. 18 monthseafthe end of the survey period):
months

Sampling frame: (e.g. name of business registetd/ys®pulation census): Census

Survey is compulsory or voluntary? Compulsory

Main features of survey methodology (e.g. PPS sagfbanel of respondents/ use
a size threshold for sampg/ postal questionnaire/ telephone interview): &lost

of
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Internet

Population size:

Sample size: 54,000.

Survey response rate:

Method used to impute for missing data:

Variable used for grossing-up to the populatiog.(girnover/ employment):

Sample coverage, as % in terms of variable usedrfussing-up (e.g. sample covers
60% of employment recorded on the sampling frame):

Main variables collected:
The Housing survey sets out to describe the housomglitions of households and
their expenditure on housing. The survey supplesé¢hé information given by
censuses, which do not contain financial data:sredbarges, financing plans and
incomes. It also includes a more detailed desonptf the quality of housing fa
households.
It has multiple uses: structural framework datadgtof precise sub-populations and
modelling of behaviours, semi-economic analysepsaudo panel analyses based on
chronological comparisons of successive surveys.

-

=)

Further adjustments made to the survey data:

The arrangements for surveys on R&D

The statistical office of the French Ministry forigHer Education and Research produces
annual surveys of the resources committed to R&Des€& surveys cover both private
enterprises and public bodies. They aim to identitgrnal and external expenditure, the
numbers of researchers and research supportatafthe financing received.

Name of surveyEnquéte annuelle sur les moyens consacrés a leereloh et au
développement dans les enterprisgsnual survey of resources committed |to
research and development in enterprises)

Link to surveys undertaken at the European levg. &ructural business statistic
European regulation

Reporting units (e.g. enterprise/ local KAU/ houddht Enterprises

Periodicity (e.g. annual/quarterly/other- to becsfied): Annual

Time of availability of results (e.g. 18 monthseafthe end of the survey period)| 6
months

Sampling frame: (e.g. name of business registet/ys#pulation census): SIRENE

Survey is compulsory or voluntary? Compulsory

Main features of survey methodology (e.g. PPS sagfbanel of respondents/ use|of
a size threshold for sampling/ postal questionhéélephone interview): Internet

Population size:

Sample size: 11,000.

Survey response rate:

Method used to impute for missing data:

Variable used for grossing-up to the populatiog.(Rirnover/ employment):

Sample coverage, as % in terms of variable usedrfussing-up (e.g. sample covers
60% of employment recorded on the sampling frame):

Main variables collected:
The aim of the survey of resources committed t@aeh and development is [to

22



ascertain the resources devoted to research bypesés in terms of domestic and
foreign expenditure, numbers of researchers anehrels support staff, and funding
received. Every two years, a mandatory sectionegearchers/engineers is associated
with it in order to answer the optional question tbe number of researchers. The
survey is associated with Regulation no. 995/201the Commission of 26 October
2012 implementing decision no. 1608/2003/EC of th&ropean Parliament and
Council relating to the production and developmehtCommunity statistics on
science and technology.

Further adjustments made to the survey data:

Name of surveyEnquéte annuelle sur les moyens consacrés a leereloh et au
développement dans les associations et les groupsnuiintérét public(Annual
survey of resources committed to research and deweint in associations and publ|
interest groups).

C

Link to surveysundertaken at the European level (e.g. structuralniess statistics
European regulation

Reporting units (e.g. enterprise/ local KAU/ houddht enterprises

Periodicity (e.g. annual/quarterly/other- to becsfied): Annual

Time of availability of results (e.g. 18 monthseafthe end of the survey period)] 6
months

Sampling frame: (e.g. name of business registerd/ugeopulation census):
Administrative files

Survey is compulsory or voluntary? Compulsory

Main features of survey methodology (e.g. PPS sagfbanel of respondents/ use|of
a size threshold for sampling/ postal questionhéélephone interview): Internet

Population size:

Sample size: 320.

Survey response rate:

Method used to impute for missing data:

Variable used for grossing-up to the populatiog.(eirnover/ employment):

Sample coverage, as % in terms of variable usedrfussing-up (e.g. sample covers
60% of employment recorded on the sampling frame):

Main variables collected:
Ascertain the resources committed to research bgcagions and public interest
groups in terms of domestic and foreign spendingnirers of researchers, research
support staff and funding received for this reskeaxpenditure.

Further adjustments made to the survey data:
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CHAPTER 2 THE REVISIONS POLICY AND THE TIMETABLE FO R REVISIONG
AND FINALISING THE ESTIMATES; MAJOR REVISIONS SINCE THE LAST
VERSION OF THE GNI INVENTORY

2.1 The revisions policy and the timetable for rewing and finalising the estimates

1) Provide an overview table for current revisitinking the revision timetable to the
main data sources available and used at the canszoavision dates. Describe the
contents of the table.

A — Annual accounts and quarterly accounts

INSEE produces two systems of accounts: quartedgants and annual accounts. Quarterly
accounts are compiled from indicators, by econamedlibration on past annual accounts,
while the annual accounts assess quantities direeteking coherence across all sources.

However, the provisional annual account is prodyogdly from the two systems, with the
“goods and services approach” using the quartedpants system with elements taken from
the annual accounts, and the “income approach'tteadompilation of the sector accounts
being taken from the annual accounts system. Homwewacerning non-financial
corporations (NFC) and transactions by unincormata&nterprises (UE), the production and
operating accounts are constructed from elemeritseeajoods and services approach in the
quarterly accounts.

With this double system of accounts INSEE currefdtynally produces six GDP evaluations
for year n:

- at the end of January of n+1, with the “Firstiiasttes” for Q4 of year n (sum of the four
guarters of year n);

- at the end of February of n+1, with the “Secostirgates” for Q4 of year n;

- around 25 March of n+1, with the “Detailed Figsiréor Q4 of year n;

- at the end of May of n+1, in the form of the peienal annual account; this account and the
revised accounts for the two preceding years a@porated into the quarterly accounts
system for the “Second Estimates” for Q1 of yeal;n+

- at the end of May n+2, in the form of the semifivdigve annual account;

- at the end of May n+3, in the form of the defiretannual account.

In practice, the first three estimates are basédanwork done on the quarterly accounts,
before the annual accounts are compiled. As atrébake estimates are all very similar. It is
therefore more accurate to consider that the daystem of accounts in fact means that
INSEE produces four successive assessments fonyear

24



Table 2.1.a — Diagram showing the sequence of acods, link between quarterly and
annual accounts, publication

| Années n n+l
[Mois 10 [u [12 o1 \ o3 [o7 [os [09 [ etc.

P Tt rrr I

Publication (T+30) (T+60) (T+85)| (T+30) (T+60) (T+85) (T+30) (T+60) (T +85)\ (T+30) (T+60) (T+85) etc.
des comptes lere 2ém Résul. lere 2ém  Résul. lere 2emi  Résul. lere 2ém Résul. etc.
trimestriels estim. estim.  détail.| estim. estim. détail. estim. estim. détail. estim. estim. détail.

Q3(n) Q3(n) Q3(n)] Q4(N) Q4(n) Q4(n) Qi(n+1l) QI(n+1) Ql(n+1) Q2(n+1) Q2(n+1) Q2(n+1)

Elaboration Compte définitif i Compte semi- | i Compte provisoire etc.
des comptes n-2 i définitifn-1 | H n
annuels . H
une campagne de comiptes annuels
Publication provisoire n
des comptes semi-définitif n-1
annuels définitif n-2
Recalage
des comptes années n, n-1, n-2

trimestriels
The definitive annual accounts for n-2, semi-déifnei accounts for n-1 and provisional
accounts for n are prepared in sequence (whichtibaies an “accounting campaign”) and
they are disseminated simultaneously with the pabbn of the provisional account at the
end of May n+1, and not as and when they are pextiuthe last two years published, n and
n-1, may be revised.

B - Revisions of quarterly accounts

Table 2.1.b — Calendar of quarterly accounts

Q+30 days * Q+60 days * Q+85 days *

First estimate Second estimate Detailed figures
Description of quarterly growth in gross Update of estimate at |- Update of estimate at
domestic product (GDP) and transactigQ$30 Q+60

on goods and services (output, value . ,
g (outp - Calculation for Eurostat ¢f detail of agent accounts

added, consumption, investment, fore %n :
L . ome aggregates not (households, enterprises
trade, changes in inventories, etc.). .
available at Q+30 days |general government, etc.)
Sector accounts at level A17. (employment, working
time, wages)

* number of days after the end of the publishedigua)

From January 2016, three estimates of the quantatipnal accounts are published for each
quarter:

- The *first estimate” is issued less than 30 days after the end ofjtiaeter. It covers
guarterly growth in gross domestic product (GDRJ xansactions on goods and services
(output, value added, consumption, investmentjdargade, changes in inventories, etc.).
This is an advance estimate: some indicators dravaiable for the entire quarter.
Econometric techniques are used to forecast migsfagnation.

- The “second estimatg issued less than 60 days after the end of tlaetgy updates the
first estimate, incorporating indicators that heeome available; in particular, foreign trade
by geographic area and use of funds accounts dexlad@his may result in revisions to
growth and its composition, especially the breakdtetween foreign trade and changes in
inventories.
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- The third publication, thedetailed figures, is issued less than 85 days after the end of the
quarter. It updates the second estimate for GDRejlyagrowth and goods and services
transactions. It also provides a first estimateafgent accounts (households, enterprises,
general government, etc.).

In addition to quarterly and annual growth ratBsse publications include the “growth
overhang” of the different aggregates for the aurgear. The growth overhang of a variable
for year N corresponds to the growth rate that @dnd obtained for the variable between
year N-1 and year N if the variable remained at¢kel of the last known quarter until the
end of year N.

Until December 2015, the procedure for dissemigadimarterly accounts was similar to that
described above, but with only two publications antithree as we have today. The first
publication was issued at Q+45 days at the latedtnas called “First results” while the
second publication was issued at Q+85 days andalkesl “Detailed figures”. This was in all
respects the same as the publication with the seame under the dissemination system in
place since January 2016. Accounts compiled at @§8 were not published.

As the first estimate is now produced much eathian before, it is based more on
extrapolations. This increased use of extrapolatigii now mean that more revisions will be
required between the first and second estimates.

Publications for dissemination

Each estimate results in:

- the publication of the main indicators in tindormations rapidegollection, available on the
INSEE website and in paper format; a double pagesgihe main aggregates with comments;
this brief publication is accompanied by suppleragntables, 8 pages of tables for the first
and second estimates, around twenty for the ddtekgults; a brief analysis of the revisions
accompanies these two publications.

The published data are seasonally- and workingadiysted (SA-WDA), so that changes
from one quarter to another reflect only cyclicatmts; they cover the last three years;
volumes are chain-linked to the previous year'sgrchanges are proposed in relation to the
previous quarter (over the last four quartershergrevious year for annual figures (annual
change for completed years or growth hangoverudareat years).

Content of the publication (for more detailstgd’rincipaux indicateurs-Tableaux
complémentaires-Note de révisjon

Informations rapidegfirst and second estimates and detailed figures):

* Gross domestic product and its components (cortiibsi to GDP growth and
changes in volume);

» Margin rates of non-financial corporations, houddhtisposable gross income,
purchasing power of household disposable grossrieco

* Main components of output, consumption and grossifcapital formation;

* Household and non-financial corporation ratios;
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« General government expenditure, revenues and metviaog

Supplementary tabldsr the first and second estimates (thirteen gblguarterly and
annual changes cover the last three years:

e Supply and use balances for goods and servicesdume (by level and by change), in
value (by level and by change) and in price (bynged, supply and use balances for
manufactured goods in volume (by level and by ckaagd in price (by change),
supply and use balances for goods in volume (bygda supply and use balances for
construction in volume (by change), supply andhaances for mainly market
services in volume (by change);

e Output and value added, by sector at level Al hefdassification, changes in
volumes and prices.
Supplementary tablesf the detailed figures (thirty-nine tables); thésclude the
thirteen supplementary tables from the first armbrd estimates, to which are added,
always with quarterly and annual changes overdbethree years:

* Household consumption expenditure, imports, ex@rtsgrowth fixed capital
formation for non-financial enterprises, detailgdgooduct at level A17 of the
classification, with changes in volumes and prices;

* Inventory changes at level A17, as a contributom@DP growth and by value;

» Breakdown of GDP by the “income” approach and diatron of value added by
institutional sector, by value;

» For non-financial enterprises: details of produtiiosts (including manufacturing
branches), breakdown of margin rates (including mames), details of company
operating account and income account, by change ra@gos of company accounts;

« For employment, by branch of activity at level Aby,change: actual employee
working time, hourly volume of work by employeesunly productivity, payroll;
payroll all branches combined by institutional sect

« For households, by change: income account and asirady power; ratios;

* General government accounts at current pricesl éwkechanges
- a more comprehensive and detailed set of tab&s)g back to 1949, is available on
the INSEE website;
The topic “National accounts — Public financestba INSEE website is divided into
five sub-topics:

-GDP and main economic aggregates

-Income, purchasing power and household consumption
-Public finances

-Non-financial corporations and unincorporated grtses
-Quarterly national accounts

-Annual national accounts

Description of the topic “Quarterly accounts” (farther details, seesee-Quarterly national
accountk
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Whether the tables are in values or volumes, whismeaningful they are broken down by
level, by changes and by contributions.

| — Goods and services

Gross domestic product (GDP) and its components

Supply and use balance - volumes chain-linkedeé@tievious year’s prices
Supply and use balance - values at current prices

Manufactured products

Supply and use balance - volumes chain-linkedeé@tievious year’s prices
Supply and use balance - values at current prices

Goods

Supply and use balance - volumes chain-linkedeé@tievious year’s prices
Supply and use balance - values at current prices

Construction

Supply and use balance - volumes chain-linkedeé@tievious year’s prices
Supply and use balance - values at current prices

Mainly market services

Supply and use balance - volumes chain-linkedeé@tievious year’s prices
Supply and use balance - values at current prices

Household consumption expenditure

By product - volumes chain-linked to the previoesuys prices

By product - values at current prices

GFCF of all institutional sectors

By product - volumes chain-linked to the previoesuys prices

By product - values at current prices

GFCF of non-financial enterprises (NFE)

By product - volumes chain-linked to the previoesuys prices

By product - values at current prices

Foreign Trade

Exports

By product - volumes chain-linked to the previoesuys prices

By product - values at current prices

By zone - volumes chain-linked to the previous {geprices

By zone - values at current prices

Imports

By product - volumes chain-linked to the previoesuys prices

By product - values at current prices

By zone - volumes chain-linked to the previous {geprices

By zone - values at current prices

Summary of series of products

Volumes chain-linked to the previous year’s prices

Values at current prices

Il — Branches

Value Added

By branch - volumes chain-linked to the previouangprices

By branch - values at current prices

Production

By branch - volumes chain-linked to the previouangprices
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By branch — values at current prices
Employment

By branch — individuals employed

By branch - full-time equivalent employment

Average wage per capita

By branch - AWPC in euros

Production costs of manufacturing branches

Values at current prices

Summary of series of branches

Production and operating accounts by value

Production accounts at chain-linked volumes, uderuds accounts and by duration

[Il — Institutional sectors

All tables in this section are in values at curnemtes

Gross domestic product and production factors cosgueon

Production costs of non-financial enterprises

Household income accounts

Household purchasing power and account ratios

Household pre-engaged consumption expenditure

Breakdown of non-financial enterprises’ margin rate

Breakdown of non-financial corporations’ marginerat

General government expenditure, revenues and metvaiag

Summary of agents’ account series: detailed agantsunts

Quarterly debt: general government debt accorairngdastricht, distribution by sub-sector
and by instrument

There are also some quarterly tables availabléhersections of “National accounts — Public
finances” on the website; these are not given here.

- updated macro-economic database (BDM) is availablthe INSEE website, where results
are shown in the form of time series.

About 2,850 series were deposited in the BDM winendetailed figures were published
(1,170 for the first estimates and 2,050 for theogd).

They are organised as follows (for further detaitseMacro-economic database (BDM)
Gross domestic product balance

Gross Domestic Product balance

Gross Domestic Product and Production factors cosygi@n at current prices
Transactions on goods and services

Transactions on main groups of goods and services

Transactions on goods and services by product (L&VE) and transaction

Branch accounts

Production account of branches - Major groups

Production account of branches - Level A17

Operating account of branches — Major groups

Operating account of branches - Level A17

Domestic employment by branch - Major groups

Domestic employment by branch - Level A17

Weekly working time and volume of work by brancdklajor groups

Weekly working time and volume of work by branchevel A17
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Institutional sector accounts

Accounting balances of institutional sectors
Transactions of institutional sectors
Domestic employment in institutional sectors
Household consumption

Monthly household consumption of goods.

Revisions
Quarterly accounts may be revised from one pubdtingb another, due to:

extrapolations being replaced by indicators thatewmt previously available; (see
Table 2.1.c)

revisions to gross indicators, in the previous tprasr earlier quarters; (see table
2.1.0)

revision of coefficients for seasonal adjustmentemvnew data are taken into
consideration or when previously published dataevesed;

revisions to models for seasonally- and working-ddjisted data;

When seasonal adjustments are updated, quartedyrdest be revised across the
entire period (from 1978). However, revisions aiaimal for the years with
definitive annual accounts.

once a year in May, fitting the new estimates ®dhnual accounts and the revision
of calibration models;

In May of year n+1, the annual accounts publistnitefe accounts for year n-2,
semi-definitive accounts for year n-1, and provisicaccounts for year n; the
guarterly accounts incorporate the new annual\whtn the second estimates for Q1
of year n+1 are compiled.

The seasonally adjusted raw series in the anndaljgarterly accounts are therefore
fitted to the annual accounts. The only differebheeveen an annualised quarterly
account and an annual account lies in the adjustfoeworking days.

changes of base. See point 2)

Table 2.1.c shows the change in availability ofriregn indicators used according to level of
account, first estimate, second estimate or detadsults; if the indicator is not available, the
aggregate is extrapolated; an available indicaty e definitive, or revisable.
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Table 2.1.c — Revision of indicators

Main indicators used

First estimate

Second estimate

Detailed results

Foreign trade

customs statistics

extrapolation

available revesal]

available revisable

balance of payments

extrapolation

available relgsal

bavailable revisable

import and export price indices in indus

textrapolation

available revisable

available revisah

unit value indices of foreign trade in
agricultural products

extrapolation

extrapolation

available definitive

physical foreign trade in electricity

extrapolation

available revisable

available revisabl

11%

Production

industrial production index (industry exg
water, gas and electricity)

limited circulation

[Available, revisable, fo

ravailable definitive

available definitive

agricultural and transport statistics

extrapolation

extrapolation

available definitive

turnover indices (from VAT returns)

extrapolation

vadable revisable

available revisable

production price index in industry and
certain services

extrapolation

available definitive

available defive

Gross fixed capital formation

vehicle registrations

available revisable

availabldasable

available revisable

turnover indices (from VAT returns) in
industry, wholesale trade and services

extrapolation

available revisable

available revisah

quarterly housing production index
(Department of Observation and Statist
— SoeS)

extrapolation
(e

available revisablg

available deffieit

non-residential building starts, statistics|
from the National federation of civil
engineering (FNTP)

extrapolation

available revisable

available revisab

Household consumption

trade surveys by the Banque de France

availabieitilef

available definitive

available definitive

statistics from public bodies (ARCEP,
CNAMTS, etc.)

extrapolation

extrapolation

available revisable

statistics from professional bodies (e.g.
French fashion institute and CPDP)

available revisable

available definitiv

2 availab&finitive

panellist (GfK)

extrapolation

available definitive

pavailable definitive

turnover indices (from VAT returns)

extrapolation

vadable revisable

available revisabIT
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consumer price index

available definitive

avaiabefinitive

available definitive

Household consumption of goods is
published monthly (see short-term
indicators on the INSEE website)

available definitive

available definitive

availaldefinitive

Taxes

monthly collection of State revenues
(Directorate-General of Public Finances
DGFiP)

none

available definitive

available definitiv

local tax issue statement (Directorate-
General of Public Finances DGFiP)

none

available definitive

available definitiv

data from Social Security accounting bg
(ACOSS)

dgpne

available definitive

available definitiv

Employment, wages, working time

quarterly statistics on payroll employmemixtrapolation available revisablg available deffirit
(DARES-INSEE)
ACEMO survey (Labour activity and | extrapolation available revisablg  available deiffieit

employment conditions) by DARES
(Ministry for Employment, Professional
Training and Social Dialogue)

ACOSS extrapolation available revisable availatdmitive
DGFiP extrapolation available revisable¢ availatdérdtive
statistics on sick leave, maternity leave| extrapolation available revisablg  available deifisit
and accidents at work (National health

insurance fund)

Social contributions

ACOSS (contributions to Social Securityextrapolation available revisablg available deffieit

general scheme)

statistics from national health insurance
old-age insurance and family allowance
funds

.extrapolation

available definitive

available defive

Pole-Emploi (unemployment benefits)

extrapolation

vailable definitive

available definitive

other social protection bodies

extrapolation

exdtaton

available revisable

DGFiP

extrapolation

available revisabl¢

availal@éirdtive
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C - Revisions to annual accounts

Table 2.1.d — Timetable of three successive comgilans of an annual account (year n)

n+4 months

n+13 months

n+22 months

Preparation

Provisional account for year n

Semi-definitive
account for year n

Definitive account for year n

end* of May of year n+1(i.e. at
n+5 months),

end* of May of year n+2 (i.e. at
n+17 months),

end* of May of year n+3 (i.e. at
n+27 months),

Publication |- Provisional accounts for year rr provisional accounts for year nyprovisional accounts for year n
- semi-definitive for year n-1 |- semi-definitive for year n - semi-definitive for year n+1
- definitive for year n-2 - definitive for year n-1 - definitive for year n
_ _ Preparation jointly with quarterly
Link with | accounts, at Q1+60d in year n+1
quarterly
accounts | Calibration-fitting of quarterly

accounts.

* mid-May until 2015, end of May from 2016
The annual accounts for year n are produced thmesst in line with the availability of the
sources. The provisional account is prepared imgmf year n+1, the semi-definitive
account at the beginning of n+2, and finally thérdie&ve account in autumn of n+2.

Thus the definitive n-2, semi-definitive n-1 aneysional n annual accounts are prepared in
sequence, between autumn of year n and springanfnyel. They are disseminated
simultaneously, however, when the provisional aot@iissued at the end of May n+1, and
not gradually as they are compiled. (See Table}.1.
A general government account is prepared ahedtkeqgirovisional and semi-definitive
national accounts, as two notifications have tonagele in March and September to the
European Commission, in the framework of the exeesteficit procedure (EDP). From
March, a pre-provisional account is drawn up. HEasount is revised very little for the
provisional accounts for the whole economy; a faadtems, such as the FISIM, are not
available in March, and are estimated for the psepaf the notification. Similarly, a semi-
definitive advance account (or revised provisia@lount) is prepared in September for the
notification. See § Revisions.

Products for dissemination

Over 650 Excel tables are available to the gerpralic on the INSEE website, and for
almost half of these an HTML version is providede®200 of these tables are also provided
in English. Around 50% of the tables can be acakfieen the date of publication of the
accounts; and following the addition of the norafigial balance sheets, which are prepared a
little later, and the overall economic tables (inpnd output tables) for the last three years,
83% are up to date at the beginning of July. A¢ gtage, only the financial accounts and the
general government spending by function are missind these are published in the autumn.
The tables can be provided by value at currenepriby volume at the previous year’s price
and chain-linked to the previous year’s priceschgnge and by price.

Organisation of annual accounts on the websitef(itner details, sesee-Annual national
accounts
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The topic “National accounts — Public financestba INSEE website is divided into six sub-
topics:

- GDP and main economic aggregates (26 Excel tables

- Income, purchasing power and household consumfdib Excel tables)

- Public finances (29 Excel tables)

- Non-financial corporations and unincorporatecegorises (4 Excel tables)

- Quarterly national accounts (see § B)

- Annual national accounts (554 tables)

Unlike the data for the quarterly accounts, theuahtables that appear in the first four sub-
topics are not extracted from the “Annual naticmatounts” sub-topic; for this reason they
are described below. However, due to the large murmbtables published, it is not possible
to provide an exhaustive list here, but only thfeing brief description.

The first sub-topic covers gross domestic prodG&R) and the main economic aggregates;
it defines GDP and its components using three tation approaches, the “expenditure
approach”, the “income approach” and the “producapproach”; it describes the
components of the expenditure approach, and tiebdison of value added between payroll,
taxes and subsidies and gross operating resulie \zlded, total employment, gross and net
fixed capital, consumption of fixed capital, netdéng or borrowing are given by institutional
sector; also presented are the main aggregatesaarsactions with the rest of the world, the
gross national income transmitted to Eurostat, @lsag GDP per inhabitant.

The second section deals with disposable incoménansehold purchasing power (gross or
adjustable, by person, household, or consumpti@nsavings ratio); household consumption
Is presented by product, durability, function; helusld accounts by categories are also
available.

Public finances are a specific topic. Debt accadothe Maastricht definition is broken
down by sub-sector and by financial instrumentedént tables shed light on the public
deficit (e.g. transition from deficit to debt varan); general government expenditure is given
by sub-sector and by function; this section alstuitles taxes and social contributions and the
different categories of tax at a very detailed leve

“Annual national accounts” sub-topic (1 table oa thtroductory page)

- Resources and uses of goods and services (1H) takdes)

- Homogeneous branch activity (143 Excel tables)

- Institutional sectors (16 Excel tables)

- Financial and non-financial assets and liabgi{{@0 Excel tables)

- Input and output tables and integrated econogtounts (178 Excel tables)

- Specialised accounts (16 Excel tables coverimguature).

A specific section gives access to a very detadf results on resources and uses of goods
and services (output and intermediate consumptionsehold consumption, gross fixed
capital formation, changes in inventories and fymdrade).

Branch activity, output, intermediate consumptieadue added, compensation and
employment are broken down according to two legélbe classification of activities, i.e.

into 38 items and 88 items. Gross fixed capitatfation and consumption of fixed capital are
broken down into 38 branches. Fixed capital it $pio gross and net capital, by assets and
by branch (38 items).

The accounts of institutional sectors and theirsettors, non-financial corporations and
unincorporated enterprises, financial corporatigeseral government, households and,
lastly, non-profit institutions serving householdss described in full.
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Financial accounts are organised into well-defimstitutional sub-sectors. Balance sheets
and changes in balance sheets, financial and nandial, are given by institutional sector
and by assets.

The input and output tables and integrated econargtounts (which include product supply
and use balances, the table of intermediate inpetproduction and operating accounts of the
branches, at levels A17 and A38 of the classifiecatf activities and products) are published
by year from 1949. The symmetrical input-outpuleab published annually with the
definitive version of the accounts, since the 28&€ount.

Accounts relating to the “Agriculture” branch, whiare prepared differently from the
national accounts, are included under the headspgcialised accounts”.

All the published data are available for the thyears of the current campaign, n-2, n-1 and n,
but data are also available for past years, wigHdhgest series dating back to 1949 (1978 for
balance sheets). These are in the form of ExceHarML files. As for the quarterly

accounts, an explanatory note on the revisions@s@ovided for each publication; revisions
apply to the accounts for years n-2 and n-1.

Alongside dissemination of the accounts on the IN3Dbsite, various four-page analyses
are published in the Insee Premiere collectionallgthree issues in May are devoted to the
publication of the annual accounts, a general fiage document on the national accounts, a
second document on general government accounts tma on household consumption.
Later, towards the end of June, commentaries aricfeeets are produced on the results of
the annual accounts in the annual edition of Tlea&r economy, part of the Insee
Références collection. In July, an issue of Ingeeniere is published to accompany the
publication of the balance sheet.

Prior to dissemination in May, the first resultstioé general government accounts, notified to
the European Commission in the context of the esteegleficit procedure at the end of
March, appear in a specialised publication inlttiermations Rapidesollection, to
complement the quarterly issue on the Maastricht.de retain the consistency of all the
data published in May of the previous year on M8HE website, only a few key tables are
updated. The publication is in fact fully updatea tmonths later when the provisional annual
accounts are disseminated.

Revisions

Revisions to the annual accounts are made on téamd by using new sources as they
become available, and on the other by applyingsaajents between these different sources
to ensure their consistency.

The following paragraphs describe revisions to ant®in value, by institutional sector. In
addition, for accounts in volume there are updaigsice indices.

Revisions to the accounts of non-financial entsgsi(S11)

For the provisional accounts, transactions in ga@oakservices and transactions in the
production and operating accounts of non-finanemérprises (corporations and
unincorporated enterprises) are measured togettietive quarterly accounts, based on short-
term indicators.

For the semi-definitive and definitive annual aausy annual accounting sources on
enterprises are available in the form of corporatax returns provided by the Directorate-
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General of Public Finances, DGFiP, complementedrmnual business surveys; consistency
between the two sources is ensured by the ESANEEmySee Chapter 10).

The use of ESANE business data instead of short-tedicators is the main source of
revisions to the semi-definitive and definitive aants. With ESANE, annual corporate
turnover can be expressed in terms of branchepmullicts. Estimates of transactions on
goods and services are based on the constructiafisofpply and use balance” for each
product, incorporating this new measure of produrcti

When the semi-definitive accounts are preparedalhdtihe accounting variables are applied
and a few tax returns are missing, although thenroaes have been incorporated into the
ESANE system. When the definitive data are deldeadl the variables are available and the
supplementary tax forms are included. In additiorgrder to prepare the definitive accounts,
those responsible for the supply and use balanw$foathe accounts of non-financial
corporations evaluate the ESANE data; any err@sdte detected, depending on their
importance, can either be corrected in the ESANBh#se, or adjusted further downstream,
to be included in the national accounts. Suppleargniax forms, full exploitation of the
variables and the correction of errors may reqairevision to be made between the source
data provided for a definitive account, and theisgefinitive data. However, this revision
has less impact on the accounts than the firssi@yji during the transition from the short-
term indicators used for the provisional accouathée accounting data in business statistics.

Revisions to the accounts of banks and insurang®aaies (S12)

1. Accounts of insurance companies

The provisional accounts for the insurance se@P8) are produced from partial data
provided by the FFSA (French federation of insueac@mpanies) as the accounting data for
insurance companies are not available in springwdn the accounts for year n are
compiled. Many items in the sector S128 accourdgtarefore estimated from indicators:
this is particularly the case for output, internaeiconsumption, wages and property income.
The ACPR (Prudential supervisory and resolutiomauity) and the DREES (Directorate for
Research, Analysis, Evaluation and Statistics, $fiii@s for Health and Social Affairs)
provide insurance companies’ accounting statenfentgear n in the autumn of year n+1,
when the semi-definitive accounts are compiled.sTimajor revisions may be necessary
between the provisional and the semi-definitivecacds.

These data are not revised for the definitive antowhich are therefore very similar to the
semi-definitive accounts.

2. Accounts of banks

Banks submit their accounting data to the Banquierdece via SURFI (unified financial
reporting system) by March n+1 (accounts for ygahance these data can be used when the
provisional accounts are compiled. For the most plaese data require little adjustment. The
accounts may be modified, however, when a barktésih submitting its data, or when there
are modifications to private accounts.

In addition, some establishments, such as thosagnaninvestment funds and securitisation
funds (sectors S123, S124, S125), do not havesatine seporting obligations for their
accounting statements; their data are in fact améylable in time for the semi-definitive
accounts and their provisional data are based timagss.
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Revisions to the general government accounts (S13).

The general government accounts are compiled bgubgc finance offices FIPU1
(summary of public finances) and FIPU2 (forecastiagporate taxes and social
contributions) of the Treasury (DGTrésor), fromadatipplied by the Directorate-General of
Public Finances (DGFIP).

When the public financial data are notified to Eheopean Commission in March and the
provisional accounts are produced, some data #readed. However, the semi-definitive
version of the general government accounts is ekse to the definitive version as it is
compiled entirely on the basis of accounting docouisie

Description of revisions by sub-sector.

1. Central government

For the notification at the end of March and theymsional accounts, the State account is
known in full and is compiled based on data ondéfnitive execution of the budget. This is
also the case for around forty of the 700 most irtgmb miscellaneous central government
bodies (ODACSs), whose accounts are prepared irr@dacoe with an accounting procedure.
The provisional accounts (in May) require verydittevision after the pre-provisional
accounts prepared for the March notification. Cafgw pieces of information, from FISIM
for example, have become available in the meantime.

For subsequent versions of the accounts, and edlgebie semi-definitive accounts, the
DGFIP further refines the analysis of the accountlata; in particular it checks that
accounting between sub-sectors is reconciled bejopying transfers and the classification
of transactions for the purposes of national actingnThe ODACs are completed. Revisions
to tax credit estimates can have a considerabladtrgn the State account, especially when
the semi-definitive accounts are compiled.

2. Social security funds

Concerning expenditure, for the notification at &#mel of March and the provisional account,
rates of change in benefits are available for tagmachemes and these are applied to the
semi-definitive account of the previous year. Fastg are made for the other schemes.
Concerning revenues, change in income receivedhitable, and for some items changes
resulting from the Treasury’s macro-social hypoéisesre applied.

The Treasury does not have the accounting balan@ekable sufficiently early for them to be
fully exploited when the provisional account isriggprepared; they are used, however, to
correct changes in the major expenditure and reteips, and to take into account any
impact on the deficit. Taxes are also based omdtbeunting balances.

Most of the revisions are made when the semi-defenaccounts are produced, as these
include the accounting balance.

For the definitive accounts, the main revision hssiuiom the more in-depth analysis of fixed
assets, and this impacts mainly on investments.

3. Local government

The information used here is based on a summaataffrom the accounting balances of the
departments, regions, municipalities, and certasteflaneous local administrative bodies
(ODALSs). The data from accounting entries are thiginject to national accounting concepts.
For the most part it is the DGTrésor that consgrtice provisional accounts for local
administration bodies which have changed in refatiiothe semi-definitive accounts for the
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previous year (as for the social security fundsyl for some transactions it has accounting
information from the DGFIP.

The main revisions made when the semi-definitivaaats are being compiled are as a result
of the inclusion of data that were not availableewlthe provisional accounts were prepared.
This is the case for some ODALS, public-privatetiperships (PPP) or financial leasing
(impact on investment).

The definitive accounts are similar to the semirdg¥e accounts, as the revisions mainly
relate to reclassifications of transactions duthmgshift to the national accounting concepts
and have only a marginal impact on the deficit.

Generally speaking, the revision of tax data osglibs affects the accounts in other
institutional sectors.

Revisions to household accounts (S14).

Household accounts are compiled partly to “miritte& other accounts. As a result, revisions
here correspond to revisions in the other insohadl sectors (employers) for the different
components of the compensation of employees. Toeggpond to revisions in S13 for social
benefits and S13 and S15 for social transfersnd.ki

Output of dwelling services is reviewed for the seefinitive and definitive accounts in
accordance with new data from the satellite acctarfitousing. The same is true of the
outputs of agricultural and agrifood goods, which i@vised according to new data from the
agriculture account. Social action data (child-neirsdand home helps) are also revised by the
DREES for the semi-definitive and definitive acctauiPayrolls paid by households as
employers (domestic services) are revised by ACfoSthe semi-definitive and definitive
accounts.

Revisions to accounts of non-profit institutions/s® households (S15).

Compiling the accounts for non-profit institutiosesrving households (NPISH) is based on
over sixty indicators, supplied by a large numtatifferent bodies: Directorate for
Research, Analysis, Evaluation and Statistics (DREMlinistries for Health and Social
Affairs, Family allowance fund (CAF), Family advigcservice (HCF), Central Agency for
Social Security Organisations (ACOSS), Directofatehe Coordination of Research,
Studies and Statistics (DARES, Ministry of Labondd&mployment) are the major ones.
When the provisional accounts are prepared, ma @rthird of the indicators are available.
The rest (63%) are extrapolated. Virtually all k¢ remaining indicators are included for the
semi-definitive accounts, with a few revisionshe tndicators available for the provisional
accounts. There are therefore more revisions betiveefirst two versions of the accounts
than for the transition from the semi-definitiveth@ definitive accounts, with this impact due
mainly to the updating of some indicators.

2) Describe the policy for major revisions.
In the vocabulary used by the French national atitog system (CNF), the term
‘base’ refers to a fixed set of concepts, classifins and methods. Since the CNF
was created in the 1950s, there have been mangebsanh base: 1956, 1959, 1962,
1971, 1980, 1995, 2000, 2005 and 2010. The basdsaalitionally identified by the
years of reference defining the series at congtaces. The early base changes gave
rise to substantial revisions of the concepts us@dsystem that was still under
construction. Base changes used to be implemebtad avery ten years but now the
intervals are becoming shorter:
A change in base year provides the opportunitgwse the evaluations in the
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accounts, by carrying out investigations to impregme of the methods, by
introducing new sources, new classifications or mencepts, by correcting mistakes,
and also by applying European regulations intertdddirmonise the accounting
framework for countries of the European Union. @lra is to refine the way the level
of each aggregate is determined. For the time @ isaa place, the same conceptual
processes and classifications, the same statisbcates are maintained, ensuring that
annual change in each aggregate is properly mahsurelation to the accuracy of its
level.

Without looking at the entire history of base chesyghere we consider the last three.

Switch from Base 1995 to Base 2000

The change from base 1995 to base 2000 includeddegeptual changes, the same
classifications were maintained, but there weregigpefforts to improve evaluation.
The main conceptual change in base 2000 concehnedaréakdown by user of
financial intermediation services indirectly measu(FISIM), which had a
considerable impact on GDP. On a smaller scales¢hend change involved
measuring forestry output not by tree-felling asvoously, but continuously,
throughout the growth of the forestry assets, enftrm of work in progress.

A very important methodological change in base 2€fisisted of using statistics for
non-financial enterprises, organised in the franméved the Intermediate enterprise
system (IES), as the basis for evaluating outpuifding trade margins), value added
and income in the non-financial corporations anishcorporated enterprises sectors
and for calculating GDP. Thus the value added tatled spontaneously in the IES,
now had to be used in the adjustments applieddardo align the three approaches to
GDP.

With base 2000, new statistical sources were briongio evaluate investment in
software, social action and the volume of non-miaokgput.

Lastly, new evaluations were carried out based better use of available sources,
especially concerning adjustment for fraud and alaaled work, interest flows and
international trade in transport services. Theafs#ata from “satellite accounts”
made it possible to revise evaluations in the hmguand healthcare fields.
Consistency between the “Rest of the world” acc@unmt current transactions in the
balance of payments was improved.

Switch to base 2005

The change to base 2005 was notable as it inclsoie@ major adjustments.

Firstly, the national accounts used informatiomrfrine new structural business
statistics system, ESANE. The ESANE system combadesinistrative fiscal and
social data and survey data from a sample of emtegpquestioned about their
activities via a specially designed questionndites system replaced the unified
system for business statistics (SUSE) used in Ba88. The switch to ESANE led to
changes in 2008 in some values, notably the leveltput per branch of activity, and
the valuation of changes in inventories. More iadity, the new business statistics led
to a review of levels of household consumption 6CE.

The change in base enabled accounts to be fittednh@ sources that had been
modified since base 2000 had been applied, follgwavisions to series or changes in
method. This refitting concerned in particular diaten the satellite account for
housing, customs and the balance of payments.



Some new evaluations and methodological changesfisge the national accounts
resulted in a review of the level of certain aggiteg. This was the case, for example,
for evaluations of the account for non-profit ifigions serving households (NPISH),
for the re-estimate of undeclared activity or VAdes, and also for measuring
financial intermediation services indirectly measu(FISIM).

Lastly, when base 2005 was introduced, the natiac@unts adopted the new French
classification of activities and products, NAF R2y2008. Although the change was
barely perceptible at the most aggregated levas stvitch nevertheless overhauled
the distribution of branches of activity and progueithin the economy.

» Switch to base 2010
The switch to base 2010 involved the implementadibBSA 2010, the European
regulation to harmonise the preparation of nati@eabunts within the European
Union. The impacts of the application of ESA 201€ @described in section 2.1. In
addition to the changes recommended by the newpearoregulations, there were
also many improvements in methodology specificrenEh accounts.

Changes resulting from ESA 2010

With ESA 2010, the scope of fixed assets was ex@mol include in particular the output of
R&D activity, databases and military weapons systérehicles, submarines, tanks, ballistic
missiles with a highly destructive capability catesied to be a permanent deterrent, etc.). The
corresponding expenditure by enterprises and gegevarnment (acquisition of military
material, purchase or own-account production of Rédbabases or services) is now
considered as GFCF for accounting purposes ratherintermediate consumption.

For own final use by market producers, ESA 2016 @sommended adding to production
payment for the fixed capital used, when this pobidu is evaluated by the sum of
production costs.

Concerning the treatment of insurance companie8, 280 introduced two major
innovations. The activity of reinsurance companmsich had previously been consolidated
with that of direct insurers, was now considergubsately. In addition, the measurement of
the production of insurance services was changedcéforth this was based on expected
pay-outs instead of compensation actually paidsTgroduction, which corresponds to the
margin generated by insurers, is calculated byraatimg every year the expected claims
from the premiums collected and income derived frowesting technical provisions.
Financial corporations now include all holdingsainew specific institutional sub-sector,
whereas previously they were partly classified watim-financial corporations.
Another important conceptual change, which isme kvith the 6th edition of the balance of
payments manual, covers foreign trade in goods evtier description is now based not only
on Customs authorities observing physical flowthatborders, but also on the notion of
transfer of ownership. The way custom work abraadimerchanting are dealt with has
therefore been changed.
Lastly, several of the ESA 2010 provisions afféet general government account, especially
the new system for dealing with cash paymentsghhlic-sector firms make into it when
their commitments to employees regarding pensiamd tax credits, are transferred.
Several cash payments have been made icd-samce 1997 (France-Telecom, EDF-
GDF and La Poste payments). Previously, these patgmeere all recorded as government
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revenue in the year the payment was made, thuouimg the general government deficit for
that year; they are now considered as an advandcedgpayment of pensions in the future,
and their recording as government income is stagbever the pension payment period.
Payable tax credits used to be recorded asri¢sx revenue; they are now all recorded as
expenditure (whether the taxpayer benefits in tmmnfof a tax refund by the tax authorities or
a tax reduction). In addition, they are now allaeied when the beneficiary’s claim is
recognised by the authorities, whenever the paymentfact made.
The scope of general government was modified $lightESA 2010 by the inclusion of the
cost of capital in the evaluation of productiontso®nly those units for which the ratio of
market receipts in the total production costs svalb0% over the long term can be
considered as beyond the scope of general govetrandrraising production costs brings
some units below this threshold. The quantitatmpact of this modification is marginal
however.

Changes not linked to ESA 2010

In addition to the ESA 2010 recommendations, thikcevio base 2010 was an opportunity to
make several improvements to the methodology orcesyand also had an impact on the
economic aggregates.

The national accounts took into account the nevinless statistics estimates (ESANE). These
new estimates had a direct impact on the valuedadfleon-financial corporations, but they
were also put to use in new studies: the infornmattiom ESANE on tangible GFCF of non-
financial enterprises (NFE) is now part of the s of ensuring consistency of supply and
demand data such as that of the GFCF in softwatertstruction. The method for estimating
GFCF for computer software, databases or construgtas revised, on the basis of data
produced by ESANE. Lastly, information from ESANE m@tail businesses was used to
estimate household final consumption.

Further studies were carried out, unrelated to 2820, to improve evaluation of the
insurance sector account. The shift from accourgtatements sent by insurers to the
insurance supervisory body (ACPR), to national anting data was revised in depth.
Accounting data were used to improve the estimadfdhe activity of mutual funds and
provident institutions.

By using data from the housing satellite accounias possible to improve estimates of the
production of rental services by households.

The foreign exchange account was also revisedwollp the introduction of the
complementary survey on international trade inises/(ECEIS) by the Banque de France,
which replaced declarations by banks for thirdypadcounts in the balance of payments
estimates.

Other changes were made, but with much less ingrattie economic aggregates: the
inclusion of Mayotte, which became France’s 10Egaitment in 2011, improvements to the
estimation of the GFCF of general government bylpcb and branch over a long period, the
addition of new miscellaneous central governmenlids(ODACS), revision of the method
for calculating the production of software for ofumal use by non-financial corporations.
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2.2 Major revisions due to the transition from ESA1995 to ESA 2010

1) Provide an overview table on the impact of clesniigom ESA 1995 to ESA 2010 on
the GNI Questionnaire for all transition itemsniiay use the format of Table 1 in the
Manual on the Changes between ESA 95 and ESA 20i(ndicating values and not
only the direction of the impact)

A summary table of revisions associated with thengfe in ESA in 2010 is shown below,
covering the following innovations in ESA:

(1a) R&D created by market producers

(1b) R&D created by non-market producers

(2) Valuation of output of goods and services fandinal use

(3a) Reinsurance

(3b) Non-life insurance

(4) Weapons systems in government recognised dislcagsets

(8) VAT-based third EU own resource

(10) Central bank — allocation of output

in €M, in 2010 (1a) [(1b) (@ (Ba) | @b ] @) | @

(10)

PRODUCTION APPROACH
Output of goods and servicegat base prices) 10 078 500 3059 264 -31353
Intermediate consumption (at acquisition prices) -27 701 -3731 3059 2416 637
Gross value addedat base prices) 27701 13804 500 0 240 3284
Taxes on products

Subsidies on products

-591
91 5

EXPENDITURE APPROACH
Final consumption expenditure -2 055 240 | -3358
Household final consumption expenditure 240
NPISH final consumption expenditu
General government final consumption expenditure -2 055 -3353
Gross capital formation 27 701 |15859| 500 6 63}/
Gross fixed capital formation 27 701 15839 500 6 637
Inventory changes

Acquisitions less disposals of valuables
Exports of goods and services

Imports of goods and services

591
591

INCOME APPROACH
Compensation of employees
Operating surplus + mixed income 27 701 |13 804| 500 240 | 3284

Taxes on production and imports

591
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Subsidies
Gross Domestic Product (ESA 95) 27 701 |13 804| 500 240 | 3284

501

Compensation of employees received from the rest
of the world

11%

Compensation of employees paid to the rest of th
world

Taxes on production and imports paid to EU
institutions -2 381

Subsidies received from EU institutions

Property income received from the rest of the
world

Property income paid to the rest of the world

Gross National Income (ESA 95) 27 701 |13 804| 500 0 240| 3284 2381

591

2) For each transitional item identified as havamgimpact on GNI in the Manual on the
Changes between ESA 95 and ESA 2010 (i.e. Tranaititems 1-11):

a) present an outline of the conceptual change;
b) provide a quantified impact on GNI;

c) provide a detailed description of the calculatiéthe transition items, including
numerical evidence; this description and numegwaence should address all
elements of the impact as identified under the imgsd'Consequences of the change”
in the above mentioned Manual.

1.1.1(1a) Research and development (R&D) created bkeharoducers

A market entity can either purchase an R&D serfioe an outside entity or carry out R&D
activities internally.

In the first case, the purchase of R&D, which wiassified in ESA 2005 as intermediate
consumption, is recorded in ESA 2010 as GFCF. Astliput of the entity purchasing the
service remains unchanged, revising its intermediahsumption downwards tends to
increase value added.

In the second case, in 2010 R&D expenditure begaarteof production for own final use:
this output is not sold to another unit, but iscudeectly by the producing unit as GFCF. This
expenditure naturally covers compensation of engs#eyworking in R&D activities, but it
also covers the purchase of materials, buildinigs,le theory, the corresponding output for
own final use should be equal to the sum of thepemditures plus a mark-up corresponding
to the net operating surplus derived from the R&Iiéties. However, since analysis of the
accounts of enterprises selling R&D services didraveal a significantly positive net
operating surplus, the mark-up applied for entegsiwith R&D output for own final use is
zero. In base 2005, this unsold production wasdifeeparate in the form of market
production but did not generate value added, @astconsumed intermediately by the
company itself. With ESA 2010, this market prodowtis reclassified as production for own
final use and intermediate consumption is redugea torresponding amount because this
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output is now used as GFCF: the unit’'s value adsléukerefore increased by the amount of
internal spending on R&D.

In summary, the value added of market entitieagsaiased by an amount equal to their R&D
spending, whether internal or external. The amoretsrded for this expenditure are fitted to
the R&D survey by the Ministry for Higher Educatiand Research. This totalled €27.7
billion in 2010.

1.1.2(1b) R&D created by non-market producers

The output of non-market entities is conventionadlgorded as the sum of their production
costs, which include not only intermediate consuampbut also compensations and
consumption of fixed capital (CFC): thus R&D expitice acquired from market units,
which was recorded as intermediate consumptiorSiA E995, was already counted in the
non-market production of these entities, with aegponding collective consumption by
general government. In 2010, €3.7 billion were ¢f@me taken from general government
intermediate consumption and switched to GFCF utideheading.

As was the case for market entities spending on R&Ernally, ESA 2010 considers that
spending by non-market entities in respect of tR&D activities constitutes output for own
final use, also estimated via production costss€&heits now use this production as GFCF,
and not for final consumption: this represented.£4dlion in 2010.

This change in allocation is not without its effeat GDP. Considering R&D expenditure as
an investment amounts to considering that prof@s)fR&D are now made freely available to
the entire economy and that this free provisiomefoee represents an additional collective
service: logically, this service is a new final samption expenditure by general government.
Technically, it is through the CFC that the nevatneent of non-market R&D affects the level
of GDP. Recording R&D expenditure as GFCF resulthe appearance of a CFC in assets
drawn for R&D, which in turn increases the non-neaproduction of non-market entities,
with a corresponding increase in collective constimngy general government.

To sum up, the value added of the non-market igitecreased by an amount equal to their
CFC of R&D assets: in 2010 this CFC was estimate13.8 billion.

The amounts deducted from GFCF in R&D for non-mipkeducers were obtained from the
R&D survey by the Ministry for Higher Education aRésearch, adjusted to take into
account research activity by professor-researdharsiversities which this survey did not
cover. This survey has been conducted since tiye E260s, and was also useful in
constructing the backcast series needed to cadctilatCFC. The lifetime of assets derived
from R&D is conventionally set at 10 years.

1.1.3(2) Evaluation of production of goods and servilmesown final use

According to ESA 2010, compensation from employred capital must be added to
production for own final use by market producerBewthis production is evaluated by
adding together production costs. As productiorofen final use is entirely invested, taking
this “capital service” into account resulted iregaluation of value added and GFCF for non-
financial corporations of €0.5 billion in 2010.

Capital service per production unit for own fingkeuvas measured as the net operating
surplus generated by each sector per unit of marketuction. It is backcast in the database
of past changes in production for own final usegreduct.

1.1.4(3a-3b) Non-life insurance - Production of goodd aervices, claims paid as a result of
disasters, and reinsurance
The measurement of the production of direm-life insurance services (3lmhanged with
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the switch to ESA 2010 where expected claims reglataims actually paid which was
previously included in the calculation for prodcti Production is now defined as: Premiums
+ premium supplements (income from investing sofrte@premiums) - expected claims.
This new system had an impact on the productiansefrers (€+0.3 billion in 2010) and a
corresponding impact on consumption in the instihdl sectors in insurance services
(notably €-0.1 billion in 2010 on the intermediatssumption of non-financial corporations
and €+0.2 billion on household final consumptiar)gd hence on gross domestic product
(GDP). The scale of this change was limited anteddnetween positive and negative,
depending on the years and the difference betweeadtual claim rate and the insurers’
predictions.

The technique used to calculate expected payouisaimce was based on that used by the
United States Bureau of Economic Analysis (BEA)ahhcarries out a smoothing of the
“claims / premiums” ratio rather than a direct sitinrog of past claims: the advantage of this
technique is that it is better able to anticipatesa (or a fall) in payouts linked to an increase
(or decrease) in the number of policies / policdleos. For each type of risk (physical injury,
car, transport, etc.), the expected claims areutakd in three stages:

stage 1: detection and correction of exceptionklesin the “claims / premiums” ratio using
a linear regression model in relation to a lineand with a time dummy over the years;
stage 2: smoothing the series of the “claims / jers” adjusted ratio by a mobile average
with linearly decreasing coefficients across a degtten years;

stage 3: calculation of expected payouts = smoatétsal X premiums.

This smoothing is performed for for-profit insurenmompanies. On the other hand, gross
claims were retained in calculating the productdmutual funds and provident institutions,
due to a lack of time depth in the available series

With the switch to ESA 2010, measurir@nsurance (3a)wvas changed. Previously, the
production of reinsurance was calculated as thanlgal of all transactions between direct
insurers and reinsurers (i.e. premiums — claim$$.now measured in the same way as the
production of direct non-life insurance. This reésuth an upward revision of the overall
production of insurance companies (€+3.1 billior2@10), by the amount of premium
supplements, but with no impact on GDP. In fad firioduction introduced for reinsurance is
offset by a new intermediate consumption for inssjrand hence an equivalent reduction in
their value added. This production represents about of the production of direct insurance.

1.1.5(4) Government weapons systems as fixed assets

The reclassification of expenditure on heavy mijitaquipment as GFCF modifies the level
of GDP directly. The value added (VA) of generalg@mment non-market branches is in fact
conventionally determined by adding together thepensation of employees, taxes net of
subsidies on production and the consumption ofificapital. Capitalisation of expenditure on
military equipment, which is currently consideredffixed assets, generates consumption of
fixed capital (CFC), measuring the loss in valueg these assets undergo over the years
through normal use or obsolescence. This grow@®HE increases general government VA in
turn, and hence GDP. In 2010, the impact on the &R& was €+3.3 billion.

In terms of demand, this change in recording methumbtituted GFCF for part of
intermediate consumption: government investmenttivas increased from €+6.6 billion in
2010. However, the new method for recording muyitspending also had an impact on
collective general government consumption. Defanakes up part of the services that
general government provides for the community awhale, for purposes of collective

45



consumption. Capitalisation of military spendinfgafs this consumption in two opposite
ways: on the one hand, the reclassification ofmezliate consumption as GFCF (which
reduces non-market production and collective comgiom, which is the counterpart of this),
and on the other, taking into account the CFCriéslts from this new GFCF. Collective
consumption is therefore revised by an amount eiguikle difference between apparent CFC
and expenditure reclassified as GFCF. In 2010, vdedimeries of military equipment were
particularly large, the CFC was less than GFCHnadlll, collective consumption expenditure
was revised downwards by €+3.4 billion in 2010.sI\as not the case in 2011, when an
increase in general government collective conswomptias recorded (€+1.1 billion)

Since 2005, the amounts to be recorded as mil@@F have been evaluated from
budgetary programmes “Equipping the armed forced’*®reparation and use of the armed
forces” run by the Ministry for Defence. Only explenre on equipment related to heavy
military equipment and listed under heading V @& bBudgetary classification (investment
expenditure) are recorded as GFCF. Expenditurénglto heading Ill, which corresponds to
operating and maintenance expenditure, is stilhteaias intermediate consumption.

For the period 1953-2005, amounts of GFCF weresasskebased on data transmitted by the
Economic Section for Defence (OED) under headirmgekweapon.

Once the long-term GFCF series were establishedntidel of the permanent inventory
could be used to evaluate the corresponding cagtdaks, decommissions and CFC based on
GFCF flows, and the mortality and depreciation ldwsequipment based on the mean
lifetimes of the assets. In this case, a meanriebf 20 years was used for heavy military
equipment.

1.1.6(8) The third own resource of the European Uniaseldl on VAT

The treatment of taxes levied by the European Unias changed in the new ESA: they were
previously levied directly by the European admuaisons (sector S2), but they now pass
through the accounts of the member countries (SEXes on production and imports paid to
EU institutions are therefore reduced by the amofittie third own resource of the EU based
on VAT, which stood at €+2.4 billion in 2010 accmglto the source that was usually used
by the national accounts to prepare the generargovent accounts, the government
accounting data supplied by the DGFiP.

Although it had no impact on GDP, this new methuatéased GNI by €+2.4 billion in 2010.

1.1.7(10) Output of the Central Bank

In the output of the Central Bank, ESA 2010 recomasedistinguishing invoiced from non-
invoiced output, estimated from its production soston-invoiced output should
conventionally be allocated to intermediate constimnf other financial intermediaries (in
the previous ESA, the entire Central Bank output alfocated to intermediate consumption
in S12).

The output of the Central Bank was estimated asuheof the costs of production in the
French accounts in base 2005 and hence alreadylieompith the ESA 2010
recommendations: output is therefore unchangedse B010. However, the fact of
considering invoiced output as no longer being nored by other financial intermediaries
raises their value added. The counterpart in tiperditure approach is a revision of
household consumption upwar2i.his new system increased GDP and GNI by €0.6&bn i
2010.
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3)

4)

a)
b)

If for any transitional item identified as hagian impact on GNI in the Manual on the
Changes between ESA 95 and ESA 2010, a countrysshitiaer no impact or an
impact equal to O, further relevant justificatierequired.

In the French national accounts, points (5), (B), (9), (11) in the Eurostat Manual on
the changes between ESA 95 and ESA 2010 are coedittehave no impact on GNI.

In particularpoint (5), “Decommissioning costs for large capital assets/olves
taking account of future costs of decommissionargé capital assets in the value of
assets; this can only have an impact on GNI vieggrgovernment or NPISH assets,
through its impact on consumption of fixed capaatl consequently on non-market
production. In France, these large capital asestgcially nuclear, are mainly owned
by non-financial corporations.

Concerningpoint (6), “Government, public and private sector classifad, taking
account of qualitative rules to define the boundaeiween public and private has not
resulted in any reclassifications.

Concerningpoint (7), “Small tools”, in base 2005, the French natia@ounts could
not use the ESA 1995 criterion (criterion accordimgn amount) to define the
boundary between IC and GFCF. Using a criteriortHerdestruction time of the good
in the production process (more or less than oae) yas therefore not led to any
change in the evaluation of GFCF and IC.

Concerningpoint (9), “Index-linked debt instruments”, in base 2005 ozl
accountants were already applying the treatmewnimetended by ESA 2010 for
foreign currency-indexed instruments (cf. 8 5. %A 2010 therefore had no impact
on the calculation of interest flows for foreigmr@ncy-indexed instruments. In
addition, ESA 2010 (8 6.56) modified the treatmefrinterest for foreign currency-
indexed instruments defined as “narrow”, includengnotivation for holding gains: to
date, the analysis by the Banque de France hahoatn up the existence of any
instruments of this type. The new treatment theeefad no impact on the estimate of
GNI for the years concerned by the notification.

Concerningpoint (11), “Land improvements recognised as a separate’ agstie
case of France, only the agricultural branch iceomed and the values involved are
very small. Since the non-market branches do noy cait any land improvements in
the French accounts, the impact on GNI is zero.

Provide a list of the items for which the newaattment in the ESA 2010 necessitated
the use of new sources and methods. Describe shesees and methods in this
section or make references to the descriptionheratelevant sections of the
Inventory. Include within the description:

reference year of when the new source and methsdirst used,

the method of back-casting to produce a timesdif any);



c) reference to any specific research study tHatnms the new methodology.

See 2.2, § 3), points (2) and (3b)

2.3 Major revisions since the last version of the Bl Inventory other than due to
conceptual changes in ESA 2010

1) Provide an overview of the revisions due to@M reservations (specific and
transversal) and show their impact on GNI for tharg under reservation (in both
nominal and relative terms).

2) The switch to base 2010 for the national accopndvided the opportunity to lift
the following reservations:

1.1.8— Better assessment of the value added of mutndkf(specific reservation)

INSEE obtained data from the French Prudential 8ig@y and Resolution Authority
(ACPR) on the aggregated accounting statementlforutual funds (income statements,
balance sheets, annexes) for 2010. Production byahiwnds was revised upwards (due
mainly to a better quality estimate of supplemgntacome than in base 2005) as were
intermediate consumptions. It was on the basibesd¢ new levels produced for 2010 in
accordance with the ESA 2010 recommendations atbatckcasting of production and
intermediate consumptions of the mutual funds vide @ be carried out.

This full assessment of the accounting statemdntautual funds in base 2010 resulted in the
value added of mutual funds (excluding reinsurara conceptual corrections) being revised
upwards for 2002-2009 by between €1.5 bn and €3.6lépending on the year.

1.1.9- Calibration on balance of payments data (speervation)

Base 2010 also provided the opportunity for thenElnenational accounts to recalibrate
according to the version of the balance of paymlkemdsvn at the time the national
accountants constructed the base yg&eme conceptual deviations remaideor the

period 2002-2009, GNI was revised by around €-2.80€+2.5 bn, depending on the year.
This revision took into account the recalibrationtbe balance of payments and the revision
of the conceptual corrections that were made, éslhemcome distributed by non-resident
Collective Investment Funds (CIF) which was alsedhbject of a transversal reservation
(reservation | on cross-border income).

1.1.10- Treatment of income from cross-border propearignsversal reservation 1)
In the case of France, questions concerning teervation relate specifically to three points:

» the treatment of second homes in France ownedrejgfters and homes owned by
residents living abroad;
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» the treatment of dividends and interest paid bidezd Collective Investment Funds
(CIF) to non-residents and by non-resident OPGessgmlents;

» the treatment of reinvested profits from foreigredt investment (FDI).

The treatment of imputed rents on second homesgaince owned by people resident abroad,
and homes owned abroad by people resident in France

Research was carried out in 2015 to estimate ttwme derived from possession of these
second homes.

In the first part, covering second homes in Fratiee source used was FILOCOM (which
identifies home owners who are non-residents, loyttg of residence). Estimates of imputed
rents for all second homes were broken down by twgunhe adjustment to be applied to the
profits distributed from quasi-corporations (D.422s then estimated by applying the gross
operating margin (B.2G) / Production (P.1) ratistjraated for all dwelling service activity
(main and second homes, irrespective of countrggitience of the owner) to the estimated
production of rent for second homes. The adjustrteebe applied to income (D.422) paid to
the rest of the world could thus be estimated, waltounterpart by country. Ultimately, the
negative adjustment to be made to GNI was arourtath€1

In the second part, information taken from an dtalstudy confirmed the common idea that
France’s strong attraction for tourists would m#eat the adjustment to be made for French
residents who owned a second home abroad wouldubl emaller.

Given all these elements, the adjustment to bdeppd the French GNI in respect of second
homes, although impossible to evaluate precisebylavbe between 0 and €-1 bn per year. In
any case, it would certainly be considerably beflogthreshold of 0.1% of GNI (i.e. €2 bn in
2010). There was therefore no need to adjust GMNi megard to secondary dwellings.

The treatment of dividends and interest paid bysCIF

In base 2010, all interest and dividends receiwecebident CIFs (Collective Investment
Funds) were paid in full to CIF unitholders in fioeem of “Income attributed to CIF
unitholders” (D.443) on a prorata basis accordmthe number of investment fund units held
(F.52). In base 2005, the CIFs also paid all oirilmeome to their owners, but in the form of
interest (D.41) and dividends (D.42).

Non-resident CIF unitholders therefore receivedBblon-reinvested earnings from
investments attributed to CIF unitholders” (D.44ahy “Reinvested earnings from
investments attributed to CIF unitholders” (D.4432)

Therefore no revision was required to the incomd fmathe rest of the world with regard to
CIFs.

However, the inclusion of income D.443 from nonigdest CIFs is new in base 2010. In base
2005, this income was not included in the accowmtether it was actually distributed or
reinvested. This income is now evaluated by appl@mate of return observed for resident
CIFs with outstanding assets (F.52) held by resgleis a vis the rest of the world.

Estimated income from property received from tret of the world for 2002-2009 was
therefore adjusted for amounts of income from regident CIFs. This adjustment brought up
GNI by €1.0 bn to €2.4 bn depending on the yeadrjths already included in the adjustment
made to respond to the reservation when the balsfife@yments was calibrated.

The treatment of profits reinvested from foreigredt investments (FDI)

Cf. 8.4.3
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1.1.11- Inclusion of illegal activities (transversal eegation VI)

Tobacco contrabandas already included in base 2005. Alcohol comtnalivas not

previously included but a detailed analysis ofghbject showed that the low level of taxation
on alcohol in France compared with its immediatgm@ours prevented a boom in alcohol
smuggling. No adjustment was therefore made to aida@hol smuggling into account.

Prostitutionis legal in France. When it is discreet and takasepin business premises that
are also used (and especially officially used)dibrer activities (bars, massage parlours), it
has already been counted in GDP since these esttatdnts have their own legal existence
and make tax declarations, adjusted by the natec@iunts to take account of fraud. Street
prostitution, on the other hand, very often takes under duress; this form of prostitution
does not therefore fulfil the criteria given in $@ of ESA 2010 (“A transaction is an
economic flow that is an interaction between insiinal units by mutual agreement”) and
must be excluded from the estimates of GDP and GNI.

No adjustment was made to take prostitution intmant.

The impact on GDP of drug traffickingrhich was not included before base 2010, was
estimated at €2 bn in 2010 based on various pulditaby the French Drugs and Drug
Addiction Monitoring Centre (OFDT).

1.1.12—- Reclassification of vehicle registration taxaasx on products (transversal
reservation VII)

The tax on vehicle registration documents (previoaalled cartes grises) was counted in
base 2005 as another tax on production (D29) athenaurrent tax on income or wealth
(D59), depending on whether the tax was paid bgrderprise or a pure household. At the
request of Eurostat, this tax, amounting to €1.&h2009, was reclassified as a tax on
products.

Concerning uses, it is offset in GFCF when itn&did to the purchase of a vehicle by an
enterprise or to final consumption expenditureifouseholds when the vehicle is bought by a
household.

All'in all, treating this reservation added €1.9tbrGDP and GNI in 2009.

1.1.13- Better inclusion of intermediate consumptionshi@ rent branch (transversal
reservation VIII)

Intermediate consumptions for households produdweglling services were re-examined in
the light of a housing satellite account and assalt increased by €2.4 bn in 2009. GDP and
GNI were reduced by the same amount.

Impact of treatment of reservations on GNI in €bn
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2002 2003 2004 2005 2006 2007 2008 2009
Specific reservations
-mutual funds 1502 1 666 2203 2795 3 396 3545 553 3215
-balance of payments 296 1011 969 1451 2220 02 52 2065 -2 294
Transversal reservations
-cross-border income 0 0 0 0 0 0 0 0
-illegal activities 1595 1639 1712 1773 1855 94r 1997 1940
-vehicle registration
documents 1917
-IC in the housing branch -2 415
Total 3394 4316 4884 6 020 7471 8012 7619 62 3

Impact of treatment of reservations on GNI, in % ofGNI in base 2005
2002 2003 2004 2005 2006 2007 2008 2009

Specific reservations
-mutual funds 0.1% 0.1% 0.1% 0.2% 0.2% 0.2% 0.2% 2%0.
-balance of payments 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% -0.1%
Transversal reservations
-cross-border income 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
-illegal activities 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 1% 0.1%
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- vehicle registration

documents 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.1%
-IC in the housing branch 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% -0.1%
Total 0.2% 0.3% 0.3% 0.3% 0.4% 0.4% 0.4% 0.1%

1 The balance of payments is authorised to revésestimates at any time. For imports and
exports, after data had been given to the nat@c@untants to construct their base year, the
levels were revised (this has no impact on thel lev&DP, however, since in the French
national accounts the income approach is used)

2 For taxes and subsidies, the national accountifanformation from the DGFiP which the
balance of payments must align with; for compensattonceptual treatments on participants
were applied to balance of payments data. For dyos$er income, a conceptual re-treatment
of construction sites abroad was applied; FISIM emltective investment funds were added;
conceptual adjustments were made linked with firdieasing; a re-treatment was applied to
interest and dividends on securities and they wezasured before taxes were paid.

3) Outline the major revisions, other than duen®&NI reservations, made since the
last version of the GNI Inventory (including themwpact on GNI in both nominal
and relative terms). Descriptions provided sho@dabnsistent with the
information submitted in the relevant Quality Repor

Innovations introduced by base 2010

In addition to the changes in concept imposed b4 E&LO, the change in base
provided an ideal opportunity to work on the diffiet methods used to construct
the national accounts.

During the change to base 2010, various investigatwere carried out on the
quality of GNI: some did not result in any chan@e investigations into alcohol
contraband showed that it was too marginal to lzenyeimpact on GNI;
investigations into the value valorisation of settwmes did not believe that it
was necessary to change method); others led to smreesubstantial changes. In
the insurance account for example, the switch faggounting statements
transmitted to the Prudential Supervisory and Resw Authority (ACPR) by the
insurers, to national accounting data was looked dépth.

A comparison ofents in the central account and in the housing sateditcount,
at a detailed level, by institutional sector, rdgdaa mismatch between the two in
household production of dwelling services. Basel2frbvided the opportunity to
recalibrate this production, and the associateztimédiate consumptions, in the
satellite account.

In base 2010, as was already the case in base 20@&d value is calibrated on its
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estimate in the income / sectors approach. Stundies been carried out to
improve the process of convergence between thenditpee approach and the
income approach: thetal tangible GFCF of non-financial enterpriseswas
therefore evaluated based on two sources which ahepresent in the ESANE
information systerh (to be precise, using fixed assets declared ipacate tax
returns and the annual sectoral business survagsd, re-treatment adjusting
differences in concept and valuation method betvemmess accounts and
national accounts. Detailed business data wereealsmined to determine the
GFCF in software and construction The production of software for own use
was re-evaluated based on wages paid to interngbeter teams and other costs,
using a method suggested by the OECD, which wasagiglied to estimate
production of databases for own use.

Data on retail trade enterprises taken from ESAN{evalso used to re-estimate
household consumption levels

Innovations introduced by base 2005

In terms of sources, the main change brought bg B865 was in business statistics, with the
switch to theESANE system Elaboration of Annual Business statisticsyvith the SIE
(Intermediate Business System) no longer being.uSenhpared with the SIE, which like
ESANE combined administrative tax data and sunatg,dhe surveys have now been recast
and the sampling techniques improved.

Valuation of the non-observed economyas re-examined using tax audit data from the
DGFiP.

The NPISH account and social actiomave been totally overhauled. For the base year, t
construction of the NPISH account is based mainlyh@ annual declarations of social data
(DADS), from which the payroll can be estimatedlfoanches other than non-market sector
education and social action. Regarding social acgeveral surveys carried out by the
Directorate for Research, Analysis, Evaluation Statistics (DREES) have been used to
evaluate supply and use balances (ERE). The nasohdarity fund for autonomy (CNSA)
provided data on average costs per place in ceztablishments and services. Official
public spending amounts and some price indice(weindexes for retirement homes) were
also used to determine supply and use balances.

A new treatment was adopted for international tradein FISIM .
In forestry, two changes were made:

* The first concerns the method for evaluating stagdimber: it now takes into account
the fact that a large proportion of the timber tak®m the forests is not marketed (it
is simply removed by households to be burned diftgng), whereas in base 2000, the
entire forest growth was valued at the marketabtzepwhich resulted in an
overestimation of the value of standing timber atitp

* The second is linked with the period when treedelled: the agreement on this
period was revised, and it is now assumed thahfgis carried out in the same year as
the standing timber is sold, which has consequefocestermediate consumption.
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2.4Planned actions for improvements

1) List planned actions for improvements, includingprovements to basic statistics.

PREAMBLE TO CHAPTERS 3, 4 AND 5: FROM STATISTICAL S OURCES TO THE
3 APPROACHES TO DOMESTIC PRODUCT

Purpose of this preamble
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Two very closely connected features of French attsoare the reason for devoting a
common introduction to the chapters dealing withttiree approaches to GDP, precisely
because it would be arbitrary to include such amtde in one of these chapters rather than
in another. This introduction is the subject osthreamble.

For many years, the French national accounts hdmpted an integrated approach, in order to
comply with the spirit of the international standsof economic accounting. They do not
present the results of evaluations covering diffeparts of the economic circuit only after

the fact, in a coherent framework, for such evaduatcould just as easily have been carried
out totally autonomously.

The characteristic integration of the French apgmaaomes, on the contrary, within the very
process of preparing the accounts, since for exaigmbds and services accounts and
institutional sector accounts have many startingtson common. At the same time, the
information sources on which the national accoantsbased have a pronounced institutional
character. This does not mean that the entire mataccounts information system consists of
data from institutional units: to take an examptaf the opposite direction, simply consider
the statistical data on foreign trade in goods Whior the non-EU share of trade, are based
on identifying cross-border movements of goodsaddition, there are sources that are
specific to each approach to GDP. And here alldygfesource are used in monitoring and
validation procedures. The main sources for thewaats, however, concern institutional units
and they are for the most part common to all tlagggroaches.

These are by nature accounting sources, whichtitvadlly means that income that is made
available to economic agents can be measured. VEtlalility of balance sheet data, which
are required by accounting standards, is fundarhentiae process of evaluating capital
formation — in fixed assets and in changes in itmé®es — as operated by the institutional
sectors.

The business statistical information system, wisdbased on corporate accounting data, also
contains a large section on the sales that enseipéachieve. The breakdown of these sales by
activity and product is the starting point for ampgching GDP by production. In France,

goods and services accounts use the framework iopait-output table, and sales by product
are also decisive in producing product balancesplsuand use balances) which are able to
validate the expenditure approach when it is autines, or which can be used instead of this
approach if need be.

These examples show that statistical informatiometitutional units includes elements that
are used in each of the three approaches to GDReW#w, this information is not
homogeneous from one category of units to anofffeare are even some sub-sets for which
the information is very indirect, and others whigrere is no such information and it must be
reconstituted. In addition, in some areas, sudcmasulture or housing, a non-institutional
approach is preferred, sometimes called a fundtaparoach.

This is why it is necessary to define the scopstatistical units, in the sense of institutional
units, before describing the information that iaiable on them. This results in a division
into three sets of units. It is based on two datethe nature of the information available —
which may or may not be accounting information € #re exhaustiveness of the coverage of
the units concerned.
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In this chapter it is also useful to present twordmation tools which can reduce the wide
heterogeneity described above. These are the eegisstatistical units and the general
accounting plan.

The use of information sources to produce the natiaccounts presupposes that they must
undergo a certain number of transformations. Theeptual adjustments made to the sources
are described, and their purpose, in the respectigpters on the production approach, the
expenditure approach and the income approach. €mmes of a statistical nature are
described in this preamble, with details in thepteaon exhaustiveness.

This chapter provides the opportunity to introdtlee practical links between the annual
business statistics in ESANE and the national atsowhich are presented in more detail in
chapter 10 on sources.

A. Structuring the scope of the statistical units
The diversity of information systems across the ingutional sectors

There is no statistical information system that lbarapplied indifferently to all units within
the scope of the national accourier this reason it is convenient to use a breakdowof
the economy into institutional sectors to highlighthe specific features of each source.

Those units whose main function is to produce noaricial market goods and services are
non-financial corporations and (non-financial) warporated enterprises.

Companies constitute institutional units in theimoright and form the non-financial
corporations sector. Unincorporated enterpriseseler, are not distinguished from the
households to which they belong and they therdfeteng, indirectly, to the household
sector. However, in the statistical observationesysused by the French national accounts,
enterprises in these two categories are first kninnough the declaration that they make to
the tax authorities, which is picked up in ESAN#Ee ainnual business statistics system.

The units whose main function is to provide finaaod insurance undergo a prudential check
organised by the law. They are required to prothgemonitoring bodies with accounting
documents, and these are the main source of infamimr the national accounts. Financial
auxiliaries, for their part, are monitored via ESAN

The main function of general government is thegtebiution of income and wealth, and also
the provision of some non-market services. Inforamabn units in this sector is easily
accessible: for those that are under the supervidielected assemblies, this information is
largely in the public domain; other informatioruisder the responsibility of the
administration. All in all, information on geneigdvernment is all centralised by public
accountants, and is transmitted to the nationalads department.

For calculating GDP, a knowledge of the operatioingeneral government is necessary not
only to evaluate the contribution of the relevanitsito the value added of the economy, but
also to put a figure on the operations — taxessadidies — that appear in the expressions
that define this aggregation.

In addition, because of the qualities of exhausigs and reliability that are recognised in
information originating in general government, thaata play a leading role compared with
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the accounts of units in other sectors. The eviandhat appears in the spontaneous accounts
of a set of agents for a transaction that they ltaveed out with general government may
therefore be adjusted after being compared witin Gven records of the transaction: this is

the case for taxes, subsidies and social contabsiti

Households are a specific case. While their mamctfan is to consume, their production
activity is nevertheless significant: for markebguction, this is carried out for the most part
in the fairly unorganised framework of enterpritiest are not constituted as companies, and
so they are monitored by ESANE. There is also pctodn for households’ own consumption,
and this is obtained through a functional typepygraach.

In general, other household operations are knowinlynaot through information from
sources derived from the households themselveshbaigh the intermediary of data from
agents who are the counterparties in these opesafidius we sometimes say that the
household account is drawn up “to mirror” otheraeus. However, a considerable
proportion of household consumption is known viaplarticipation of households in
household surveys of their spending: this is tree geotably for dwelling services. They are
extrapolated using population census data, whietirea prime source of information on the
household population.

In France, non-profit institutions are generallgntified systematically for administrative
purposes. Nevertheless, the frequent movementsiftieat their demographics make it
difficult to make any regular statistical enquiriet the scope of those that should perhaps
be classified in the NPISH sector. Knowledge ofrtbhperations is therefore gained
indirectly.

Lastly, the balance of payments sets out the boyrafahe national economy as it records
the operations that bring together the residenitin®nal units classified in the sectors
presented above and the rest of the world. loisifthe balance of payments that operations
are taken in order to evaluate the transition fldomestic Product to National Income.

Division into three sets

If we focus on institutional units in their capacio generate value added and primary
income, we must differentiate three large setsnitsuhat stand apart by the nature of the
information available on their operations and thethnds used to cover them exhaustively.

The first set covers sectors and parts of sectorshare the units are defined individually,
and for which there are full and exhaustive accourimg data. These are general
government and financial corporations, with theegtion of financial auxiliaries. By
transposing their accounting data into nationabanting operations, all the necessary data
from these units are available to evaluate GDPratjmas in production and operating
accounts, and capital formation operations (GF@BEnges in inventories). These data
provide information for the three approaches. Téeyot subsequently require corrections or
adjustments.

The second set covers units where the accountingtdanust be completed and adjusted.
It includes non-financial enterprises, althoughleding farms, and enterprises in the forestry
and fishing sectors, and it includes financial axes. Their data are available in ESANE,
which combines accounting information which is soggrlly exhaustive (since all enterprises
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are obliged to file their accounts with the taxhauities every year), and these data need to be
completed: this is because figures for certainomati accounting operations are not in the
basic information for part of the scope, or perhapalue has been substituted at the initial
evaluation after comparing with other sources. iTtlata must also be adjusted because some
enterprises are absent from the basic recordshecalise there is an assumption of under-
declaring for certain sensitive variables.

The majority of the treatments performed on thiosd set lead to the preparation of the non-
financial accounts of non-financial enterprisesANSE therefore plays a key part in
approaching GDP via income. It is also ESANE thavjles the starting point for estimating
the production of non-financial corporations anéchaarporated enterprises. Lastly, it is from
ESANE data that an initial evaluation is made afsgrfixed capital formation and changes in
inventories in the units in question: this is ttiere an important link in the evaluation of

GDP via demand.

Finally, there is a third set where evaluation ofthe contribution to GDP does not
systematically require the prior identification of the units of which it is made up, and
which is not regularly based on accounting data-or the purposes of this presentation, it
includes:

1) units for which the national accounts have resrbproduced from accounting data:
these are farms and producers in forestry or fgstand NPISH;

2) households, regarding their productions outthddramework of an unincorporated
enterprise: this is the case for the productiodveélling services, and other goods and
services for their own final consumption, as wsllcanstruction work that they carry
out for their own fixed capital formation.

Table 1.1 below gives a two-way presentation difitunsonal sectors and sub-sectors, and the
typology of the sets described above. It showsttietivision is not perfect. The risk of
double-counting is low, however.

Concerning agriculture, forestry and fishing, tis&ks of double-counting are reduced by the
fact that work in non-financial enterprises is lthea data that exclude from the outset
enterprises that carry out these activities asg thain activity. However, the few cases where
these activities are carried out as a secondaiyitsgdiy enterprises that appear in the non-
financial enterprises set have to be dealt witler&lare also borderline cases, which are well
identified however, with households and generakgoment.

Housing presents a problem of coverage. The maiked to evaluate its contribution to GDP
is based on a functional type of approach, comgjsif locating the housing and attributing a
rent, which may be effective or imputed. The resulist then be allocated to groups of
landlords, presented by institutional sector arf@sector. This presupposes that it is possible
to locate housing activity in the sectors wheiie darried out as a secondary activity.
Ultimately, it is the household sector that inreetfie balance.

Further details and figures are given in the appatg parts of the respective chapters on the
production and income approaches.

Relations between institutional sectors and sets efatistical units

Ensembles

Secteurs institutionnels

Ensemble des unités a
comptabilité compléte et
exhaustive

Ensemble des unités a données
comptables complétées et
redressees

Ensemble d'activités dont
l'approche n'est pas
institutionnelle

Sociétés non financiéres

Sociétés non financiéres non
agricoles

Agriculture, sylviculture, péche
Logement

Sociétés financiéres

Intermédiaires financiers
Assurances

Auxiliaires financiers

Logement




Contribution of the different sets to total gross alue added in the economy (millions of
euros) in 2010

1st set 413,729
General government 334,438
Financial intermediaries 63,432
Insurance companies 15,859
2nd set 1,130,483
Non-financial corporations and 1,117,879
unincorporated enterprises, excl. NACE A

Financial auxiliaries 12,604
3rd set 258,769
NACE A 31,939
Activities of households excluding 196,700
unincorporated enterprise activities

NPISH 30,130
Total gross value added, at basic prices 1,802,981

Note that the total gross value added for 2010 shiovthe table above differs both from the
total gross value added published on insee.fr Beddtal gross value added transmitted for
GNI natification. This is due to:

1) the non-inclusion in the total gross value adoleblished on insee.fr of the
contribution of drug trafficking to GNI (+2,000 ridn euros);
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2) the exclusion from the total gross value addadsmitted for GNI notification of the
contribution from Mayotte (+1,450 million euros)high only gained the status of
ultra-peripheral region of the EU in 2014.

B. Two coordination tools
1. Directory of statistical units

The usefulness of a directory of statistical ufotsthe purposes of the national accounts has
long since been proven. Its primary use is upstrieam the preparation of the accounts, as it
acts as the base from which surveys on the progustistem are launched.

In the context of compiling the accounts in Frarthe,directory is used at three levels:
a) business data from different sources can be amdcf. section D);

b) omissions or duplicates are avoided in accocmiering large units when their
statistical scopes are different;

c) for enterprises monitored via ESANE, it is ussdan extrapolation tool to cover
absences of small units.

The scope of the register of statistical unitsrian€e is greater than its name would suggest:
SIRENE - the Computerised System for the Regidt@ompanies. Its role is to be the
register of “natural persons exercising a non-plaprofession independently, corporations
under public law or private law, institutions arehsces of the State and territorial

authorities. When they are listed in the regisfdrazle and businesses, the trade directory, or
if they employ payroll workers, they are subjecta® obligations or may benefit from public
financial transfers”.

It is therefore a register where the referenceigratlegal one, and is not a directory based on
locating local units. In fact it is an inter-adnstrative register managed by INSEE. It is
updated via a network of associated bodies whifteatethe diversity of the partners
concerned and the units that the register is imend include. The fact that social bodies are
stakeholders, for example, means that all emplogepear in the register; but enterprises
with no employees are also listed.

In 2014, about 3.9 million legal units that coukldonsidered as institutional units were listed
in SIRENE (of these, 2/3 have no employees). Theyaided equally between natural
persons and corporations. Each unit is identifigd b

1) name, if it is a natural person, company nanitesfa corporation;
2) address of registered office;
3) legal form.

INSEE gives each unit that is added to SIRENE edfiilentification number. The unit’s
establishments — in the sense of local units -aB@given an identification number based on
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that of the parent unit. Units make a declaratibremvthey start up, when there is a change in
their situation and when they cease their activity.

In addition to data identifying units and theirasdtshments, the register also contains two
items of statistical information: the number of palyemployees and the main activity, based
on the NAF classification (French classificatioragfivities, formerly NACE). These two
items are updated annually when it concerns unésdre included within the scope of
surveys on the productive system (see referended®oand ESA). Managing the register
means regular scanning to eliminate units thatapjoehave ceased activity without
recording this fact.

2. The general accounting plan (PCG)

All enterprises must maintain accounts in accordamith a certain number of rules, which
make up an accounting plan. This is for their owa and for their partners. An accounting
plan is a set of rules and methods setting owredsirdised framework in order to:

- define the concepts and technical notions of actog;
- record and process information inputted by thmantants;

- produce summary accounting statements providigiglaal representation of an enterprise’s
assets (balance sheet) or transactions (resuigsdial flows).

In France, the law imposes a certain number ofatong obligations on enterprises. For this
reason, accounting has undergone a constant hagatiom process culminating in the
production of the general accounting plan (PCGg @btcounting plan currently in force was
drawn up in 1982, it was amended in 1986, and temrin 1999. It complies with the fourth
Council Directive of the European Communities of(2%1978.

The PCG sets out the principles of accountinghfaitpicture, comparability, continuity -
regularity, sincerity - prudence - permanence dfivods. It provides a definition of assets and
liabilities, revenues and expenditure, for whichlgo determines the accounting and
evaluation rules. It determines the provisions eoning the presentation, the structure and
the operating of the accounts. The classificatmPICG accounts is reproduced in chapter 10
on data sources.

Concerning the accounting statement summarie$? @@ proposes three systems so that the
list and the presentation, and also the complegéy, be adapted to the enterprise’s size and
activity. All three systems require at least thesgntation of a profit and loss account —
showing the expenditure and revenues for the el the resulting profit or loss —and a
balance sheet.

It is interesting to note that what is called thleveloped system” contains a table of
intermediate management balances, which groupsdikpes and revenues together into
seven stages so that activity or performance inolisacan be seen: gross trade margin,
production, value added, gross operating surplusent result before tax, exceptional result,
result for the financial year.

The PCG is general in scope. The 1999 versionssthé it now applies to entities and not
only to enterprises. In fact, it was extended galhgrespecially to cover territorial authorities
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— municipalities, departments, regions and theal@shments and groups. Common
accounting standards now also apply to the Statéhei State general accounting (CGE),
from the 2006 financial year.

The PCG has undergone some specific adaptatiomsmiisrwhose activity has any markedly
unusual features. This may be simply specifyingcthretent of an accounting operation in
relation to a specific profession or activity. Hoxee plans applicable to some sectors of the
economy may also include operations especiallysgelio reflect the particular feature of
their activity, and they suggest adaptations tostiramary documents. This is the case, for
example, of the respective plans applicable toicestiablishments and insurance companies.
Specific adaptations were also required for tematauthorities and for the State.

Using accounting information like the PCG to proeltize national accounts means assessing
what the two accounting systems have in commoarimg of concepts, and in what way they
differ. Concerning what they have in common, imgortant to stress that the preference
clearly shown in the new international standards&dional accounts (SNA 2008, ESA 2010)
is for recording transactions on an accrual bagéch brings them much more in line with

the rules of business accounting.

However, if we consider only the main principld® evaluation of stocks of assets, and thus
of all transactions relating to input and outpustafcks of assets, remains a point of
divergence between the two accounting systems.

Remember too that national accounting is quadrepley, i.e. it requires coherence in the
recording of a transaction by the two partieshdre is divergence, this rule requires a choice
to be made, which results in the introduction dieaiation into the initial accounting of at
least one of the parties. It is also for this read@t national accounting does not generally
retain provisions — nor reversals of provisionshiolr appear in business accounting, often
for reasons of prudence, notions that are foresgmational accounting.

There are also clearly identified transactions thqtire specific treatment in the national
accounts, and therefore a re-treatment of ther@igiccounting information: consider
financial leasing, for example, which is treateciasple rental in the French PCG, and
imputed social contributions.

C. All units with complete and exhaustive accountig

In this set of data, we now consider collectionsdfvidual data. There is no statistical
adjustment procedure. The SIRENE register is irewiw order to avoid double-counting,
which could appear just as easily with all the fioancial enterprises as in this set of data. A
natural distinction is made in this set of datanrastn general government, on the one hand,
and financial intermediaries on the other. If we ihie State to one side, which has a very
specific accounting information system, the umtghis set now provide information in
accordance with the PCG, with only a few adaptation

1. General government

Identification
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The usual definition of general government (APWu®es on its function, especially in the
redistribution of income and wealth. To highligtg particular feature as a producer, the units
in this sector can be defined as institutional ulhits with mainly non-market activity.

Inclusion in the general government sector presemigroblem for the majority of

institutional units concerned. Nevertheless, tlaeesa few units for which the implementation
of the criteria defined in ESA is not immediaten&opublic units have a major financial role
but can nevertheless not be considered as finantéimediaries: this is the case for bodies
that finance defeasance operations by public basksyp by the State in the 1990s. They
may have large balance sheets, but their produatitreity is nevertheless negligible.

More significant because of their contribution tBiSis the case of certain bodies that draw
most of their resources from the sale of their pobsl, but whose autonomy is considered
insufficient for them to be able to constitute ftitutional units. For example, until 2002
this was the case for military arsenals, whosestréhl activity is shipbuilding. It is usually
possible to identify market establishments, forahhproduction and operating accounts are
prepared. However, their statistical identificatiethrough that of the institutional unit on
which they depend.

There are two main ways in which accounting infaroraon general government is
organised. Units of public law, such as the Stateitorial authorities, units that have the
legal status of a public establishment, are suligeailes concerning management and public
monitoring which usually means that complete anditiel information is available on how
they carry out their spending, both operating exdgere and capital expenditure.

Private law units, which are non-profit and whieidng to the APU sector because they are
financed mostly by public resources, follow the ggah accounting plan. This distinction is
tending to disappear, however, as most units aeugily adopting the general accounting
plan, with just a few adaptations required to tate account their specific features.

The general government sector is divided into tlstdesectors, each of which is subdivided
into two sub-sets:

« central government (S.1311): State and varioug@eadministration bodies;
* local government (S.1313): local authorities andotes local administration bodies;

« social security funds (S.1314): social insurancelfuand bodies dependent on social
security funds

All data from units that form part of the APU seadhave their accounts centralised by the
Directorate General of Public Finances (DGFiPhm Ministry for Finance, where a
department prepares them in a national accoundingeétt.

State

The State constitutes a single institutional umftere transactions are carried out by the
Treasury. Its economic importance and the spef@éitures of its accounting system justify
going into some detail.

State transactions that are subject to the Budget are to be found in:
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1) General Budget, the only one to be truly conmtligith budgetary rules (annuality,
unity, universality, speciality);

2) special Treasury accounts;
3) annex budgets.

Treasury transactions relating to the managemeptilolic debt are accounted separately:
these are financial transactions in national actogn

The General Budget records revenues and expenthyuies State administrative services.
The source for analysing General Budget expendiimrexecution, is the “Development of
budgetary expenditure”. This document determinesffective amounts of expenditure
made as part of the budget laws during a budget yea

Special Treasury accounts (CST) are accounts ap@reiTreasury entries to trace
expenditure and revenues made outside the GenedgeB thus constituting an exception to
the rule of budgetary universality. The followingosild be distinguished:

» trading accounts, which trace transactions of dastrial and commercial nature
carried out incidentally by certain State departteemost of these accounts record
expenditure on goods and services; some trace giiodwactivity, which results in
them being treated as market establishments; thedaare the directorate of
aeronautical construction and, until 2002, theadoeate of shipbuilding (currently
DCNS, classified outside the scope of the APU);

» other special accounts — earmarked accounts, macgounts, loan accounts,
monetary transaction accounts — where activity ggas practically no production.

The annex budgets have been devolved from the Ruaiget. They trace the allocation of
normal and renewable revenues to certain institgtar permanent activities of the State.
They enjoy relative autonomy and follow the genaounting plan. Previously, some were
treated as quasi-corporations: this was the casbdécannex budget for post and
telecommunications. Since these activities have lbaeied out within companies, this
situation has disappeared. The annex budgets nteaidy non-market activities which remain
incorporated in the State; some of their producspart of market production, however, and
sometimes subject to VAT.

Miscellaneous central government bodies

Miscellaneous central government bodies (ODAC)udelbodies with various types of
status, usually with a legal personality, to whilca State has entrusted a specialised
operational competence at national level. Those O®®¥hich are public establishments,
whether they are administrative, industrial and o@rcial or scientific and cultural, have
their accounts governed by a specific accountisguiction, derived from the general
accounting plan. Private law bodies that are predantly publicly financed follow the
general accounting plan.

ODAC:s include about 700 units, the largest of widokier the following areas and functions,
illustrated here by some examples:
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- Education: universities and many Grandes Ecoles;

- Research: National Centre for Scientific Rese&@MRS), Atomic Energy Agency (CEA),
National Research Agency (ANR);

- Culture: national theatres and museums, majdrastcas, national library;

- Economic and social affairs: Péle Emploi (jobtce) Financial Market Regulator (AMF),
offices for intervention in agricultural markets;

- Environment: national parks, coastal protectiational Meteorological Office;
- Finance: defeasance bodies, national motorwag; fun

- Guarantee against certain risks (natural dissjster

Local government

Local government (APUL) includes local authoriteesl the various bodies of local
administration.

Local authorities consist of:

- territorial authorities with general jurisdictiomunicipalities, departments and regions
(main budgets and annex budgets);

- intermunicipal syndicates, conurbation commusiied public companies with non-market
activity. The existence of these bodies eitheregsgnts a joining together of several
municipalities to extend the financial base neagssacarry out capital works
(intermunicipal syndicates to develop industriaaa), or suggests that they are operating
under the supervision of certain public servicdgese bodies generally operate in close
relationship with the municipalities and the depaats. In national accounting they are
therefore grouped and consolidated with these Bodie

Miscellaneous local administrative bodies (ODALglude institutional units with varying
degrees of independence from local authorities:

- non-market units directly derived from municigiab and departments: municipal centres
for social action, school funds, departmental éinel rescue services;

- units responsible for town planning, often dediyem the State but with local funding:
land development and rural settlement companies;

- consular bodies: chambers of commerce and ingudtambers of trade, chambers of
agriculture;

- municipal and association nurseries;

- cultural associations funded by local authori{r@sinicipal theatres, local cultural centres,
etc.);

- local public education establishments — primatyo®ls, middle schools and high schools —
financed by local authorities; however, teachemsgas are paid by the State and in the
national accounts they are recorded in the Stateusds.
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The definition of the ODALs does not coincide wiliat of the units designated under the
term local public establishments by the DGFiP. Soithese are market establishments and
are classified in the non-financial corporationstee while others are NPISH. In addition,
ODALs include units such as consular bodies, whiehnot local public establishments.

The accounting data for local authorities and Iqeddlic establishments undergo a
standardisation process in the form of instructihgch, while respecting the specific
features of each level of local administrationldal the general common principles: double
entry, notions of wealth, accounts receivable aslutsl

Local budgets consist of:
- an operational section, which traces current gament service operations;
- an investment section, which traces operatiomapital, including those relating to debts.

During the 1990s, local accounting aligned with gle@eral accounting plan. The aim was
mainly to adopt a presentation that complied whignhnomenclature of the PCG, and improve
the description of flows and financial stocks. @é#tion of the value added of local
administrations was not changed.

Bodies that do not participate in this accountitagndardisation transmit various types of
financial documents with which to calculate thatue added. The accounts for local
authority expenditure and revenues, and theirrtreat in the national accounts, are presented
in chapter 10 on data sources.

Social security funds

Social security funds comprise social securityiifnbns and bodies dependent on social
insurance units (mainly hospitals).

The social security institutions cover social risksl needs as given in the list in ESA 2010 (8
4.84), and which grant entitlement to social bdsefihey group together bodies with a full
set of accounts whose activity consists in payimigsocial benefits, and whose main
resources derive from compulsory social contrimgjdhe rates of which are fixed or
approved by general government. This sub-secttwdes social security funds that come
under the French Social Security Code, but alsplsagentary retirement schemes with
conventional status, and UNEDIC (joint body mangginemployment insurance).

The social insurance schemes of the social seduntys include:
- units under the general social security scheme:

« the National Health Insurance Fund (CNAM), whadvers the risks of “lliness, accident at
work”, and to which are attached various specificesnes,

» The National Family Allowance Fund (CNAF) and taenily allowance funds, which
manage risks to “Families”,

« the National Old-Age Insurance fund (CNAV), whicbvers the risk “Old age”,

« the Central Agency of Social Security AssociasigAaCOSS), and other bodies based on the
general scheme (see list in Annex).
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- special funds, which pay social benefits andfia@nced by shares of contributions from
social security funds;

- other basic schemes for employees (special schenenterprises and public
establishments, agricultural workers, etc.);

- schemes for non-payroll workers (including the@gtural social protection scheme,
MSA);

- the scheme for unemployment benefit (UNEDIC), Asdociations and agencies that
supplement unemployment benefit (early retiremetat);

- complementary old-age insurance schemes for greef

Bodies dependent on social insurance units, whiehnafact dependent on social security
funds, include:

- public hospitals, and non-profit private healgabdlishments (ESPIC) which are subject to
the same constraints and the same funding metltsoplstdic hospitals (the majority of
funding comes from social security funds);

- social agencies incorporated into social secinityies.

Bodies that are dependent on the general scherdageg@ccounting documents to comply
with an instruction which is organised in a simikay to the general accounting plan. Most
of the other bodies have similar accounting rudesystematic transition to national
accounting is therefore possible.

The accounting rules for all social security unitsthe sense of the national accounts, were
the subject of a reform to align them with the piphes and classifications of the general
accounting plan. From 2002, these units have trateshtheir accounting information in
accordance with this unified accounting plan farigbsecurity bodies (PCUOSS). The
expenditure and revenue accounts of social seduoitjes, and the way they are dealt with in
the national accounts, are presented in Chaptenthata sources.

2. Financial intermediaries

Financial intermediaries are companies in the sdbess of the institutional sector of
financial corporations, other than that of finaheiaxiliaries (sub-sector S.126 of ESA 2010).

ESA 2010 gives a restrictive definition of finariarstermediation (cf. 88 2.56-2.62), notably
regarding control over their assets and liabiliti#se result is that financial intermediaries are
necessarily institutional units in their own rightith all their attributes, especially that of
keeping a full set of accounts. Thus their accagntiata are a key source of information on
their activity.

A distinction must be made between financial intedraries other than insurance
corporations on the one hand, and insurance cdrposeon the other.

Financial intermediaries other than insurance corpoations
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In the French classification of institutional sestdhis group makes up the financial
enterprises sub-sector (S.12A). Financial interawées are grouped together in the sub-
sectors created by ESA 2010, and the sub-sectemssttlves are broken down further.

The first sub-sector includes units that carrytbetfunctions of a central bank, in the
definition used by ESA 2010. This includes the Bande France itself and the French
overseas departments’ note-issuing bank. The swioibés sub-sector is the same as the
economic territory defined in the national accoutitformation from these units is largely in
the public domain, in order and complete.

The functioning of the banking and financial systismrganised in law, more specifically by
the banking laws that together make up the Frenchdtary and Financial Code. This code
sets out approval procedures for financial interiargek to receive the status of credit
establishment or investment enterprise.

Credit establishments conduct the usual bankingséretions, at least as their principal
activity, consisting in receiving funds from theltia, granting loans and disseminating and
managing payment methods. Investment enterprisggsxely offer investment services in
the area of securities.

Two comments:
- credit establishments may be authorised to peowidestment services;

- units whose principal activity is portfolio mareagent services for a third party are
classified as financial auxiliaries.

Credit establishments and investment enterprisesrater the supervision of the Prudential
Supervisory and Resolution Authority (ACPR). Intpardar, they are obliged to provide very
detailed financial information for the purposegaidential control. This information is
mainly balance sheet data, but also includes amecstatement.

Financial intermediaries — excluding insurance ocapons — which are not subject to control
by the ACPR are subject to a dedicated systemdideating full accounting information
organised by the statistical service of the Bardpi&rance, which is responsible for

compiling the national financial accounts. Soméheim, the collective investment schemes,
have only limited purposes and this probably dagsynalify them as full institutional units

in their own right; however, it is convenient iraptice to consider them as such, especially as
they depend economically on authentic financianmiediaries.

Financial intermediaries keep their accounts iroed@nce with a specific accounting plan
based on the general accounting plan (PCG): tlibt@stablishment accounting plan. Here,
all balance sheet accounts are classified diffgrémm the PCG, in a way that reflects the
specific features of banking activity.

Specific items appear in the costs and revenuesiats, bank operating costs and bank
operating revenues respectively, which record @sieand commissions paid and received by
type of asset/liability.

Insurance companies
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Because of the specific nature of insurance aralthks wide range of stakeholders involved
in this sector, it is necessary to look at it inrendetail than simply considering its
contribution to GDP. Alongside companies that wiarktraditional” insurance, this sub-
sector also includes units involved in social ieswwe, and therefore social security bodies
that are part of general government should beréiftgated.

All of this activity is supervised by the publicthorities, making it easy to have access to
good quality information, which today is standaedizThe companies concerned are under
the supervision of the ACPR.

When preparing the national insurance accountsstiction is made between:
* insurance and capitalisation bodies, excludingaacsurance;

* social insurance schemes (mutual funds, provideatsapplementary pension
institutions)

This distinction is not really based on the natfrtéhe activity of the units concerned: social
insurance covers risks that can belong to categjofieraditional insurance (supplementary
illness and life insurance). What differentiates émterprises in question is rather the way
they operate, and the legal framework in which tweyk. Traditional insurance is governed
by the Insurance Code, while social insurance gietsvare governed by different texts,
including the Mutuality Code and the Social Segu@ibde. They also present their
accounting documents in accordance with differearidards.

Insurance and capitalisation bodies

Insurance and capitalisation bodies include direstirance companies and companies
specialising in reinsurance, whose activity is coligd by the ACPR. They also include
COFACE (French insurance company for foreign trade)

The ACPR produces an annual report on the actfitiiese companies over the year. It also
disseminates online very detailed accounting stetesn which are the source of reference for
compiling the national accounts. These statemewtade notably an income statement and a
balance sheet, along with technical annexes armileldstatements. From these, three types
of insurance can be distinguished — life, non-li&nsurance — even when companies are
working in a combination of insurance types. THenmation also includes reinsurance
cessions and acceptances, and provides a highdegtetail in terms of the branches of
insurance.

Since the 1995 financial year, insurance compara@s drawn up their accounts in
accordance with the insurance accounting plan, wisi@adapted from the general accounting
plan. In the balance sheet accounts, one clagtet to technical provisions, specific to
insurance activity. Within expenditure and revenaedistinction is made between technical
expenditure/revenues and non-technical expendiauehues. This distinction is reflected in
the way the income statement is presented.

Since 1994, insurance has posed a problem ofaeatity in national accounting. This is
because, since that date, prudential control imiwvas no longer on a basis of territoriality,
but on a basis of nationality. This means thatAG®R inspects companies whose head office
is in France, including branches of French comsatiiat are located abroad. At the same
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time, the French branches of overseas companiap@#s control. Adjustments therefore
have to be made.

COFACE (French insurance company for foreign trasl@)public body that has some
particular features. It insures French enterprggsanst the risks involved in export. It
operates on its own account and on behalf of taeeSThe transactions it carries out on its
own behalf are included in the data of the ACPRin$actions for the State can be traced
using a specific accounting procedure. COFACE eribeless a single institutional unit, all
of whose activity consists of insurance transastion

Private social insurance schemes

Social insurance schemes include mutual funds,igeav institutions and supplementary
pension schemes.

Mutualist or mutual groups are partnerships whieeenain aim is to ensure that social risks
are managed collectively. These are non-profit gsdounded on voluntary membership by
the policyholders. Their activity is midway betwesatial security and insurance.
Complementary health insurance is by far theirqgpal activity.

Provident institutions (IP) are bodies that womrkelly in the supplementary social protection
sector. They are joint bodies and virtually altleir activity is in the form of policies
covering guarantees against personal injury anthd&€hey operate in the framework of
collective agreements or company agreements.

Supplementary pension institutions (IRS) are adivihe third level of the employees’
pension system. They are usually created withirfrireework of a company agreement. This
category of social insurance is now closed.

Information on social insurance schemes is nooumf Mutual funds have a specific chart of
accounts. The transposition of European Directiwesthe Mutuality Code has imposed
more stringent solvency criteria and the main cqueace has been a great concentration of
the sector.

Provident institutions also have their own new tbéaccounts.

For compiling social insurance accounts, the ACRRamits to INSEE the result of the
guasi-exhaustive totals of the accounting elemiatisit has for the units under its control.

D. All units with accounting data completed and adjsted
Identification

The contents of this group need to be defined irendetail: it includes non-financial non-
agricultural enterprises, when their activity ismitored by gathering accounting data, which
is the case for the majority within this scope, artends to financial auxiliaries, which are
part of the same statistical information systemABEE (Elaboration of Annual Business
Statistics).

In the French national accounts, non-financial gmiges include units that, in order to
produce non-financial market goods or services, tmaspect a certain number of
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administrative formalities, especially of a so@alfiscal nature. In particular, they are
required to complete the appropriate tax declamatihich identifies income derived from
their productive activity.

This is not too difficult a constraint to complytivi The existence of a VAT system is usually
a strong incentive to producers to declare theividgin order to benefit from any possible
deductions when they intend to be active at a iceleael.

This does not mean that there are no productiais timat do not try systematically to avoid
any tax or social obligations. When the nationabanits are being compiled, they are the
subject of an estimation procedure, which is descrin the chapter on exhaustiveness.
However, even though these units do indeed belotiget group of non-financial enterprises,
they are not covered by ESANE.

It is certain that the declarations that entergris@ke to the tax authorities are not always as
totally honest as they could be: as a result, tlemd to be adjusted, and in fact this process is
carried out downstream from ESANE. This point soadeveloped in the chapter on
exhaustiveness.

Non-financial enterprises group together non-finalnmrporations and unincorporated
enterprises. Non-financial corporations exactlytée definition of the corresponding
institutional sector in ESA 2010.

However, the boundaries of unincorporated entezpnneed to be clarified in relation to the
perimeter of household production, as applied érthational accounts. In fact this boundary
corresponds more or less to what everyday langwagéd suggest: there are many
tradespeople, craftspeople and members of thelipenfessions who carry out their
activities in an unincorporated enterprise. Theest@o criteria which are used to distinguish
an unincorporated enterprise: who their activitgaestined for, and the legal and fiscal
context of their activity.

For the most part, the production of unincorporaeterprises is destined for third parties.
Household production — non-agricultural — intendg&dlusively for own final consumption
does not therefore fall into the scope of the @@t of an unincorporated enterprise. It is
included in household production, but is tracked etorded differently.

The activity of unincorporated enterprises is eafout in the legal and fiscal environment
described above. Therefore, owner-landlords, ndividuals who make a dwelling available
to a third party in return for payment of rent, agg unincorporated enterprises: they are not
under the same fiscal constraints as an unincagubenterprise and normally they do not
have employees. Dwelling services overall are aély a specific estimation procedure
(see below). ESANE data are used solely for alingahe value added derived from
dwelling services to the different institutionatt®'s.

In the system for compiling the French nationaloats, none of the non-financial
enterprises covered here carries out agricultorestry or fishing as their principal activity.
There is a specific process for these activitieg {@elow). It is more and more common to
find data on farms in the non-financial enterprigermation system, and these may be
organised as companies or be owned by sole promiddowever, to evaluate agricultural
production and the value added that it generataditional agricultural statistics are still
favoured when compiling the national accounts.
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It should be remembered that for the purposesasisdlying units into institutional sectors,
unincorporated enterprises are assimilated witththeseholds to which they belong. Unlike
companies, it is considered that their assets@rdmed with those of their households.

Non-financial enterprises as a whole are oftenrredeto in France using the acronym “SNF-
El”, and the term “SNF-EI sector”, or “non-financenterprises sector” is sometimes used.
This is an inappropriate usage since the unitsemed belong to two distinct institutional
sectors — or even three if, as in the past, fir@raixiliaries are also included.

Financial auxiliaries acting as a corporation bglamthe financial corporations sector, of
which they form a sub-sector (code S.126 of ESA0204nd are not part of non-financial
enterprises as a whole. Unincorporated enterpciseging out the activity of a financial
auxiliary are classified, like all unincorporatetterprises, with their owner in the household
sector.

Financial auxiliaries consist of:

- financial auxiliaries in the strictest sense, sd@rincipal activity is that of NACE 66.1 or
66.3

- insurance auxiliaries, whose principal activéythat of NACE 66.2
- non-profit institutions exclusively serving fingial agents

They also include holdings of financial groups aedain holdings of non-financial groups
which, due to a lack of information, cannot be mdypclassified in the other sub-sectors.

The accounts of financial auxiliaries are prepargidg the same procedure as that used for
non-financial enterprises, based only on tax saurcethe following, with a few exceptions,
everything indicated about non-financial entergiakso applies to financial auxiliaries.

Structural statistics on non-financial enterprises

There are a wide range of statistics availableherproductive system which are
differentiated:

- by their periodicity: annual or infra-annual;

- by their purpose, which is expressed by the b&gbeing monitored: physical production,
turnover, workforce, remunerations, producer pricanation of inventories;

- by the type of unit interviewed: establishmenenterprise.

These statistics make up the Enterprise Statisigalem (SSE) which is structured around
the SIRENE register of statistical units.

All these statistics are used in the preparatioth@fiational accounts to different degrees,
and in different ways, depending on the differegrsions of the accounts.

For the purposes of the definitive annual accourdad the accounts of base years —
structural statistics on enterprises are usedr i is to provide an overall picture of
enterprises over a given annual period.
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Structural business statistics originate from gguirement for enterprises to provide the tax

authorities with accounting documents based onldfi@itions and evaluation methods of the
general accounting plan (PCG). Since 1967 thetieguhdividual accounting data have been
transmitted annually to INSEE, having been inpuligdhe tax authorities.

Although in common parlance the term “tax data otegprises” is used, the information that
INSEE mobilises in this way, especially for theioaal accounts, is in fact accounting
information. It is not the amount of tax or the tagome that is used by statisticians, but the
accounting elements that are used as a basis Isgthiees concerned to verify companies’
tax situation. For the largest units, these incladéncome statement and a balance sheet, in
addition to numerous annexed documents.

This information, which complies with the PCG, fdlte same type as that provided to all of
the company’s partners (shareholders, banks, emes)yTaxable income calculations may
sometimes be the result of adapting accounting taléhe specific needs of the
administration, but these are usually very specifies, relating to provisions for example
and these are not taken up by the national accotsib@cause they are not useful to them.

The experience of using the tax source and thermpadny this source with other truly
statistical data (see below) has shown that ityeed no particular bias due to its origin. In
particular, there is no under-reporting specifithe tax documents: when enterprises hide
part of their income, they do so consistently, bottheir responses to statistical
questionnaires and in their declarations to theiaidimation.

In parallel, the statistical services have devealopspecifically statistical set of questions,
which are also structural, on enterprises and kstebents. This is the annual production
survey (EAP) in industry, and the annual sectanatesy (ESA) in services. These two
systems cover the entire scope of non-financiatagmicultural enterprises.

Information provided by the EAP and ESA is basedhensame accounting data as that from
the tax source. The surveys include a more in-defpithy of production and the factors of
production, and of the restructuring that has aéféthe enterprise over the period in

question. They contain sections on each major ey@etivity (industry, construction,

transport, trade, services). The questionnairaatsasbeen extended to the establishments — in
the sense of local units — that make up the ensaqrthe content remains very limited,
however. Large units are surveyed exhaustively,samall or medium-sized units are only
sampled.

The two sources — exhaustive tax source and sasupley — are compared via ESANE. It is
then possible to:

» reconcile the two sources when contradictory infation appears for the same unit in
the two sources (e.g. on the principal activitywdrether the unit is still active or
not);

» extrapolate the results of units responding to BAESA to the entire scope of the
investigation (units not appearing in the survegnplor units that received
guestionnaires but did not respond) in order twvige®homogeneous information for
all active enterprises.
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ESANE provides aggregated data on non-financiarprises covering their entire scope,
based on concepts of business accounting, butigeghim a similar accounting framework to
that which will be used later in the national aatisu

However, ESANE is not directly exploitable by thetional accountants, who must first make
a number of adjustments to the data. The purpase is

« adjust the scope of the aggregates, the main amg be exclude activities that are
present in ESANE but estimated by the national actamts using a functional
approach (as in agriculture and social action niqaar);

e guarantee temporal consistency of the changes meshisunational accounting. From
one year to another, ESANE undergoes regular adgrgs not only to ensure
complete coverage, but also to improve the extedwol methods for units missing
from the accounts (for example, the extrapolatieeded when a unit transmits its
accounts to the tax authorities too late for indnsn ESANE, and when the surveys
show that the enterprise under considerationlisastive), and to correct any errors
found in the source data (in terms of compatibilitythe survey) and which could
already be present in the figures for previous y@aESANE. The national accounts
neutralise any such phenomena in order to notstodithe economic changes they
are describing.

These different adjustments and corrections areertathe ESANE data by means of a
dedicated interface to be used specifically byn#igonal accounts to exploit the ESANE
data. This interface is not simply the aggregatibprivate accounting documents. It is first
and foremost an accounting framework, based owedheeptual framework of national
accounting. It uses information from private acdmg) but does not take all documents into
account, especially those related to assets angritnaples of prudence. In this way, certain
costs are eliminated as well as all depreciati@ah@ovisions.

In addition to these adjustments, the transitiothéonational accounts also includes:
- correcting original data to take account of fraundl the underground economy;
- making conceptual adjustments to the businesiststa variables;

- and taking into account the constraints of quplrentry accounting when harmonising
with the accounts of other agents.

ESANE data and GDP calculation

Once the above process is completed, the natiaoalatants have elements from ESANE
which are present in each of the approaches usealdolate GDP.

These data form the starting point for calculatimg accounts of non-financial corporations
and non-agricultural unincorporated enterprisegyld¢ontribute to evaluating primary
income — compensation for employees and operatirgs or mixed income — which make
up the main counterparts of value added generatéldelse enterprises.
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By determining the level of sales and capitalisemtipction of non-financial enterprises, and
breaking them down by activities/products, theda tialp to evaluate the main component of
production by the branches, and contribute to ¢atficig GDP through production.

Lastly, these data play a threefold role in therapph to GDP by demand:

- a direct role, in that GFCF and inventory chaoge then be calculated, from the standpoint
of acquiring/holding companies;

- a direct and partial role, in that sales datanfretail trade play a key role in estimating
household final consumption expenditure on goods;

- an indirect role, in that they participate in recess of calculating product output at the
detailed level of supply and use balances, whithaedramework for validating/estimating
the components of demand.

E. Activities where an institutional approach is n¢ used
Under this heading there are two different situsdio

« there are some activities which, when compilingrthonal accounts, are not
measured by determining beforehand the institutionis that carry out this activity;
they require what is sometimes called a functiapgroach: this is the product
approach;

* activities of NPISH.

Product approach

The product approach is applied to the productmatulture, forestry and fishing, to goods
produced by households, to dwelling services amdedbic services.

Products of agriculture, forestry and fishing

Although farms are becoming much better integratemlthe structural business statistics
system, ESANE is only really exhaustive for agrictdl enterprises operating as companies.
For this reason, in the French accounts systencudigiral activity is recorded via its
products, which are known from agricultural statsst

Thus the production of agricultural products iscoédted as follows: quantities x price. The
calculation of value added requires statisticainglets about farms which are not to be found
in structural business statistics, and which aeglie make an initial evaluation of many
items in the overall account of the enterpriseeamed.

The same procedure is applied for forestry andrigsh

Goods produced by households
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Agricultural statistics can also be used to cakeufaoduction of agricultural products by
households which are not farming households. Tiadyxtion falls within the scope of
production in ESA 2010.

Analogous calculations can be carried out to evalal food products, attributable to the
agrifood industry (NACE 10), produced by househdtadghemselves.

Some of the production of building products (NAGitle 41) is also attributed to households.

Dwelling services

Dwelling services include not only rents actualfygpby tenants to landlords, but also
imputed rents, i.e. rents that are attributedtfasly to owner-occupiers. The calculation
method used removes the need for this distinctient consists of applying an identical rent
to the entire living space of all dwellings in theme category.

There is a satellite account for housing, prepasethe statistical office of the ministry
concerned. The central framework of the nationabants incorporates the evaluations in the
satellite account fully.

Domestic services

Domestic services are services that householdsipeoidr their own consumption using paid
staff. Three categories of staff are consideredhekiic workers in the home, childcare
providers, and building caretakers and janitors.

Reconciling with institutional sector accounts

The procedure that is most often used in the Freatibnal accounts is based on data from
the institutional units and sectors, which are usetbmpile the activities and products
accounts. When, as is the case in this sub-sethierstarting point is the product, then the
procedure is reversed to achieve overall consigtenthe national accounts.

The simplest example is that of domestic servibasdan be attributed entirely to the
household sector.

In the case of agricultural and non-agriculturad@®a distinction is required within the
household sector between, on the one hand, uniokaigal enterprises and on the other,
households excluding unincorporated enterprisené¢times referred to as “pure
households”). This distinction, which does not exisESA 2010, is useful in practical terms,
as it corresponds to what is found in the infororasystem.

The procedure can be summarised as follows:

- the first step is to isolate production thata produced by an enterprise identified as a
corporation or an unincorporated enterprise, anidhwis therefore attributed to households
that are not unincorporated enterprises;
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- the second step consists of using the ESANEfdathe corporations concerned to allocate
part of the remaining production to non-financiatporations;

- the rest is allocated to unincorporated enteegris

A similar method is used to break down dwellingvgrss by institutional sector. The services
concerned are those which correspond to effecéimesr Data on general government units,
non-financial corporations and non-financial entisgs (some unincorporated enterprises
may be concerned) indicate what rents should biéateed as their principal activity or
secondary activity. The balance goes to pure haldsh

Activities of NPISH

The activities of NPISH appear in this section liseathey are not found in the French
national accounts through the systematic annuekitrg as institutional units, which is the
type of approach used, for example, for non-finahenterprises.

The method used was to evaluate the NPISH accéonmésbase year using a globalising
procedure, then develop it annually using indicator

Units that are considered as belonging to the NFI&ttor can be divided into 5 categories.
1. political parties

2. trade unions

3. cultural associations, excluding the following:

2. churches under the Concordat of Alsace-Mosetéch are covered by the State
budget, and classified in general government

3. religious congregations, whose members aresotdted from households

4. foundations, under the Law of 23 July 1987, Whdo not have a single purpose or a single
vocation. From these are excluded enterprise faioraand many others of which the only
activity is to manage an establishment (museurimeneént home, etc.). Indeed, when there is
an unequivocal link with another unit, the prineigldopted is to attach the foundation to this
unit.

5. some associations governed by the 1901 Act,iwtneated the legal framework for non-
profit associations.

The first four groups are clearly defined: theyire units which are clearly already
established as NPISH. Associations, however, witigh the largest group in macro-
economic terms, are defined according to lega¢at This group includes units that could
be classified in institutional sectors other tha8H. It was therefore decided to define the
scope of associations that would be classifieth@NPISH sector through the activities that
they were likely to be involved in.

The activities selected resulted in the followirggny classified as ISBLSM:

(111 associations carrying out charitable and humaaitawork (including those funding
medical research)
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‘1l Jassociations to defend the interests of households

{1 leisure and young people’s associations

[1[] sports associations

(1] cultural associations, unless they originate @al@uthorities

(111 private teaching establishments when they ardyusssociations

In base 2005, an in-depth study was made of theesabsocial action, resulting in a revision
of the sectoral classification of certain famila@sestablishment operating in this field so that
establishments that were mostly managed by assw@gespecially establishments for the
disabled and people facing social difficulties) evelassified as NPISH.

Other associations governed by the 1901 Act arelassified in the NPISH sector because
they are of a market nature, and are mainly aexiotusive service of units that belong to the
corporation sectors (this is the case, for exaniptegmployers’ organisations or federations),
or because they are controlled by general goverhmen

78



CHAPTER 3 THE PRODUCTION APPROACH
(This chapter should be around 50-100 pages irthetfigdominant approach may be more)

Preamble: Relationships between production and inaoe approaches

Regarding production, domestic product for thearati economy is equal to the sum of:
- value added at basic price (B.1G);
- and taxes on products (D.21) less subsidies aduygts (D.31).

Using this approach, value added is defined adiffexence between the production (P.1), at
basic price, and intermediate consumption (P.3)uathaser’s price, of resident units of the
economy. Taxes and subsidies on products reldtarieactions on goods and services
occurring within the economic territory.

The expression usually used to define domesticymtod terms of the national economy is
the sum of:

- compensation of employees (D.1);

- operating surplus (B.2) and mixed income (B.3);

- taxes on production and imports (D.2) less suési(D.3).

For this expression to define domestic productjiheme in question is that which is
generated within the national economy, i.e. byr#sdent units. This also applies to all taxes
and subsidies concerned which are, by definitidhee positive or negative primary income,
derived from activity on the economic territory.

When expressed in this way, these equations eabgtnly provide two different ways of
defining and/or presenting value added. Where#isamproduction approach, value added is a
balance, resulting from the difference between petidn and intermediate consumption, in
the income approach it is obtained from the suntsgdarts: we are therefore comparing a
“top down” definition to a “bottom up” definitiorOne may wonder how the two approaches
differ. In this context, it seems that it is maititye content of the income approach and the
conditions of its autonomy which need to be cladfi

Conditions for an authentic income approach

An income approach that is a true alternative ¢éoptoduction approach would start from the
perspective of the units which benefit from theoime, and not that of the units generating it.
For example, one could start with the wages reddnyeresident employees and move up to
wages paid by resident producers.

As the operating surplus — and mixed income — igmt@nim calculation balance in the
sequence of accounts, when using such an approaochild be reconstituted from sources
relating to property income received by residentsyiand data on undistributed profit of
companies and other producers. Such a procedurlel wbaourse have to take into account
primary income flows with the rest of the world.

In other words, an integral income approach coake t@as its starting point primary income
received by economic agents, and for some evendlsgiosable income, to calculate the
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primary income generated in the economy, and tlyéimioving up” the sequence of
accounts, obtain the value added and the domesiiltipt. To a certain extent, this would be
calculating domestic product from an autonomouisnedé of national income.

An approach of this type assumes, in particula etkistence of reliable information on
household income, from tax sources for examplasth assumes that information on the
producers is sufficiently complete for the concaptransition from undistributed profit to
national accounting operating surplus to be maearcl

The “weak” income approach

A less ambitious income approach would be to candite situation from the perspective of
the units that pay income. Unless this is seelinagly another way to present value added,
such an approach could be considered as competingh& production approach when the
statistical units are different from one approackhe other. The statistical unit that is usually
preferred in the production approach is the pradaainit which is most immediately
observable: this unit is the establishment, deseghas the local kind-of-activity unit

(LKAU) in European statistics. From the informaticollected from the establishments it
should, in principle, be possible to prepare d fiession of their generation of income
account. Sometimes however, statistical observaima incomplete and for some activities it
is necessary to make up for the absence of dagatablishments via indirect methods:
measuring production by multiplying quantities bicp and applying value added rates that
are more or less exogenous, applying per capitaiate®f value added to the employed
workforce, etc.

In other words, the statistical systems are noagénable to provide a generation of income
account for all activities. The production appro&cthen limited to establishing a single
production account for the whole economy. Thisssally obtained by aggregating
production accounts from the different activities lfranches).

A statistical information system on institutionalits which is able to calculate directly the
value added counterparts of institutional sectarstben provide an alternative evaluation of
value added by compiling the generation of incooeoant for the national economy, and in
this way there are two autonomous domestic proapjotoaches.

It must be understood, however, that in this cadeadity of approaches reflects a deficiency
in the observation system in respect of the prodedystem, rather than the result of a
deliberate methodological choice. This is why #rent “weak” is used to describe this
approach. Indeed, in the case of a true incomeoappr we compare an evaluation starting
from the perspective of the agents receiving tisenme with an evaluation from the
perspective of the units that generate it — thelpcbon approach.

In the situation described here, we compare aruatiah based on data from one type of unit,
which may be approximate or reconstituted — thaldishment — with an evaluation based on
information from another type of unit — the institunal unit.

These two types of unit are not independent, howe&MNA 2008 and ESA 2010 recall the
hierarchical link that unites an institutional uwith its establishments. The existence of this
link can be seen, for example, in the measurenfgmaduction: ultimately, the value added
of an institutional unit is the sum of the valudsled of its establishments.
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As a result, SNA 2008 and ESA 2010 introduce ihtadentral accounting framework a table
linking production and generation of income acceuntthe institutional sectors to those in
the branches of activity. Preparing a table of kinigl often requires an overall summary to be
produced.

Limited independence between the respective appesaproduction and income

As a result, the independence between the produapproach and the income approach, in
its weak sense, is limited for a certain numbeadaivities and institutional sectors.

This is primarily the case for non-market actist@f general government and non-profit
institutions serving households. The conventionehsuires of production, totalling costs and
operating surplus, result in a pre-establisheditynodé the measure of value added. Moreover,
in this case there is no autonomous expenditureoapp since final consumption expenditure
related to the products of these activities is etputheir production, with some adjustments.

Regarding financial activities — financial internettbn and insurance — it should be noted
that the information available on them, especiadyen it derives from supervisory bodies,
usually covers the institutional units that cahgrh out, taken as a whole. Even their
secondary activities, which are normally limitednde known at this level. Knowledge of
their activity does not involve observation at bitlhment level. In addition, conventional
measurement of their production closely determitie@sugh its content, the extent of their
operating surplus. For example:

- the production, value added and operating sumgifimancial intermediaries would be
different if, instead of including the contributio indirectly measured services, only that of
invoiced services appeared;

- the same would be true of insurance if only ptemsupplements were used to calculate
production.

Thus for these activities, calculation of value edidnd of operating surplus are very much
integrated and require a knowledge of transactilbasdo not normally appear in the
generation of income account. This requires infdimmacovering all accounts of the units
concerned, which can only be obtained at instinaidevel. The production and income
approaches are interdependent here.

Finally, it is only for non-financial market actii@s, carried out by non-financial corporations
and households, that it may be possible to proased) two production and income
approaches, which are neverthelesse complementary than competing

Production and income approaches in the Frenchamati accounts

When examining relationships between the produaimhincome approaches, the focus
should be on units which have non-financial madativities as their principal activity. In the
national accounts of the French economy, theses aaittribute around 75% to total value
added.

In this set of results, it would seem that themfie version of the French accounts does not
follow the reference model outlined above where gansons are made between an
evaluation of value added based on production c#tacted at establishment level, and
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evaluation of value added based on a knowledgeimipy income distributed by the
institutional units. Furthermore, data on estalntishts are largely absent from the sources
used for the French national accounts.

Only agriculture and the rental of dwellings apatyauthentic production approach, via:

- identification and evaluation of the productdlu#se activities, resulting in the evaluation of
production;

- identification and evaluation of products in theermediate consumption category.

The cases of forestry and fishing are similar & tf agriculture. For these activities, there is
not really an income approach, but only a presemtatf value added between components,
which is distributed between the institutional sestconcerned.

In other activities, those involving enterprisesosé data are collected in ESANE, the
starting point is with the institutional units,.itbe enterprises:

- first of all, an institutional approach is appli® value added in terms of income;

- sales by enterprises are the starting pointfatuating production in the sectors of activity
concerned.

The value added of enterprises is then broken dotersectors of activity. It is deducted
from sector production and is thus used to caleul@dermediate consumption by the sector
and this, when broken down by product, can be tinkih the product accounts (“supply and
use balances for products”) using an input-outppt@ach. What is important to note is that
for the non-financial enterprises covered by ESAMIE,production and income approaches
are interlinked, and ultimately are not autonomaiis from the other concerning the
calculation of value added.

In the terminology of the French national accoutits,“transition from sector to branch” is
often described to refer to the switch, in the fahmatrices, between institutional units
grouped into sectors, sub-sectors or pseudo-sectwog-financial enterprises and
unincorporated enterprises — sometimes dividedyyprincipal activity, and the branches or
products: these transitions can refer to saleslymtton, value added or any other operation
(GFCF, inventories, etc.).

Choice of presentation

It is usual to show the sources and methods used applying the production approach and
presenting these in terms of activities; for theome approach, sources and methods are
presented based on types of income.

This double presentation does not seem suitablerfan-depth understanding of the methods
used in the French national accounts. Let us takexample of non-financial enterprises
(non-agricultural):

- as far as GDP is concerned, it is relatively irtenial whether their value added is treated as
being in one activity rather than another, sings @alculated in exactly the same way for the
entire scope of enterprises and then broken dovachyity;
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- moreover, the same sources are used, i.e. coeparaounting data, to calculate
compensation of enterprise employees and the apgurplus of the same enterprises, since
certain adjustments applied to one of these iteame la counterpart in the other.

Thus it is more appropriate to acknowledge the tfa&t the French accounts are based on a
largely institutional standpoint, and so in thigpter we adopt a presentation that follows that
used in the Annex to Chapter 1 to structure therg@son of the account information system.
The description of the transition from basic datavtaluations of the national accounts should
therefore be simplified. This does not preventlithie between groups of institutional units

and detailed activities in the support tables benagle in the chapter on production.

Finally, it should be noted that French nationaoamting data are published, using the
production approachny homogeneous branch of activity and not by sectaf activity.

While this presentation has the advantage for usfigseesenting an economic logic, it does
not take into account the way data are compiledia Baurces are available by sector of
activity and most of the conceptual adjustmentsapmdied by sector of activity. For the
purposes of this inventory, we have therefore fa@dwan approach by institutional sector and
by sector of activity, which follows the differestiages in preparing the accounts beker.

this reason, the final data in the output processables of the national accounts, by sector
of activity, can often present some notable discrgmcies with the data published by

branch of activity.

3.0. GDP according to the production approach

1) Provide a table describing the breakdown of etliptermediate consumption and
gross value added by NACE sections. It should Imsistent with the information
provided in the Process Tables.

2) Provide a table describing the breakdown opoutintermediate consumption and
gross value added by NACE sections and institutiseetors (S11-S15).

3.1. The reference framework

1) Describe the business register and other regisfaunits used in the production
approach.

NON-FINANCIAL ENTERPRISES SECTOR (ENF, S.11 + S.1MA

The reference population is the SIRENE registde@él units. This database contains over 5
million legal units. They do not all match the dediscope. A filter is applied to the register
using individual information that is stored theleg@l status, sector of activity, operator
code). After this selection 3 to 4 million unitsmain, which make up the theoretical scope of
ESANE (see Chapter 10.1 on the ESANE data soudtinately, the ESANE population is
found to be around 3 million enterprises (excludaggicultural and financial activities), after
inactive units have been removed (the criteriorréonoving units is that they have been
absent for a prolonged period from the populatibtaw filers (source: a I'écoute d’une
Sirene). This data source also includes financiglliaries and holdings.
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The treatment of agriculture, forestry and fishamgvities is specific and does not use
SIRENE, although enterprises in these sectorsegained to register. Indeed, the accounting
data retrieved for these areas are of a pooreitgoaerall than the other sectors of activity,
mainly due to the preponderance of small enterprigeaddition, the Ministerial Statistical
Office at the Ministry for Agriculture monitors palaction in these sectors very closely via a
system of surveys at a very detailed level of patsluand is thus able to produce an
agriculture account (notably with estimates of mettbn, intermediate consumption and
value added) which is reliable both in value andalume. In these circumstances, for this
sector of activity the national accountants préfause survey data rather than accounting
data of uncertain quality (see section 3.7).

FINANCIAL ENTERPRISES SECTOR (EF, S.12 + S.14AF)

Financial agents

In France, as in most other countries, banking/#iets, the provision of investment services
and payment services and the issuing and manage&eleictronic money are the preserve
of authorised enterprises, subject to special madng by the Prudential Supervisory and
Resolution Authority (ACPR), an authority under #egis of the Banque de France. This
system is regulated by the French Monetary andneinhCode, and is justified by several
concerns, in particular public protection and manmitg currency and credit.

The ACPR is competent to issue authorisationsalsatto withdraw them in instances where
there is a cessation of activity or the enterpmnisdonger fulfils the conditions or
commitments on which the authorisation was baseds @ disciplinary measure.

Depending on the activities in which they are erglag banking, investment services,
payment services, issuing and management of efectcarrencies — financial enterprises are
accredited in one of the following categories (ehiist 7 categories can be consulted in the
REGAFI register — the Financial Firms Register):

1) Banks and other credit establishments,
2) Finance companies (which cannot receive repayahds from the public),

3) Investment companies (note: asset managemerngacoes are approved by the AMF
(Financial market regulator)),

4) Payment institutions,
5) Electronic currency institutions,
6) Foreign exchange services (also called bureauhange),

7) Agents authorised to carry out payment servicelehalf of and under the responsibility
of credit establishments or payment institutions.

The Financial Firms Register (REGAFI) records grises, both French and foreign, that
have obtained authorisation from the ACPR to catrytheir activities in France. It also
records those agents in French payment institutddrtscarry out their activities both in
France and in another State party to the Europeandiic Area agreement.
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In cases where an enterprise is foreign, the egsgtecifies whether it carries out its
activities via its French office or directly frore country of origin (freedom to provide
services procedure, reserved for enterprises ldcata State which is party to the European
Economic Area agreement). However, the registes do¢ record payment institutions and
those issuing electronic foreign currencies whagbaisation to carry out their activities in
France is via a branch office, with freedom to [devservices, via agents or distributors of
electronic currencies. In such cases, it is impdria refer to the registers produced by the
authorities of the country where the head officéhefenterprise is located.

For each enterprise registered with the ACPR, tB&RFI register gives a list of the banking
activities, investment services and payment sesuicey are authorised to carry out in
France.

The registration of an establishment is considesedeing withdrawn when this
establishment is the subject of a decision to resranthorisation issued by the ACPR at its
request or automatically in cases provided fordwy &nd while it is still authorised for a
transitional period to carry out only those bankaegjvities or investment services that are
strictly necessary in order to settle the situation

Insurance companies

Companies wishing to carry out insurance or regsce activities must have authorisation
from the ACPR. The companies concerned fall unaeiprovisions of the Insurance Code,
the Mutuality Code and the Social Security Codehla context:

The following are governed by the Insurance Code

Insurance and reinsurance companies incorporater tirench law
Branch offices of insurance companies in non-EUntioes

The following are governed by the Mutuality Code

Mutualist bodies (mutual funds and unions of mutuabs)

The following are governed by the Social Securibd€

Provident institutions
For direct insurance companies to become authqriseg must comply with three principles:

» The principle of speciality: an insurance compaay only practise those transactions
for which it has obtained approval. However, it neyauthorised, under certain
conditions, to provide guarantees on behalf of vdpgroved companies with which it
has made an agreement to that effect.

» The principle of specialisation: companies are apgd to carry out activities
exclusively in life insurance or non-life insurand&evertheless, this principle may be
eased to cover all types of personal risk, and @me&s approved for life insurance
can also be approved to cover the risk of illnessaccident.

* The principle of approval by branch: branches a&fendd at EU level. There are 18
EU non-life branches and 6 branches in life inscean France to which is added the
special branch of tontines (only under the Insuea@ode). Insurance companies are
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authorised to carry out activities in all thesenotzes, while the scope of activity is
more restricted for mutual funds and providentiingsbns.

All insurance companies in activity can be ideetiffrom the ACPR registers.
Investment funds

The Autorité des marches financiers (AMF) autharige creation and distribution of
collective investment schemes. The Asset ManageDieettorate (DGA) at the AMF is
responsible for examining authorisation applicatiand for monitoring collective
investments. It also supports professionals byleeyupublishing doctrine adopted by the
Board of the AMF, as well as practical guides. A registers list all the active
investment funds.

Among the different types of investment funds, rtien ones are Undertakings for Collective
Investments in Transferable Securities (UCITS),chtare collective investment undertakings
governed by Directive 2009/65/EC of the Europeatidaent and of the Council of 13 July
2009. They can take the form of mutual funds (FQR)pen-ended collective investment
schemes (SICAV).

Alongside UCITS there are Alternative Investmentndsi (AIF) which raise capital from a
number of investors in order to invest it in thakerest, in accordance with an investment
policy defined by the AlFs or their management camp In particular, there are:

* general-purpose investment funds;
» funds of alternative funds;

* private equity funds (retail private equity investm funds (FCPR), innovation private
equity funds (FCPI) and funds for local investm@iP));

» professional general-purpose funds;

* employee investment undertakings (enterprise invest undertakings (FCPE), open-
ended employee share ownership collective invedtseremes (SICAVAS));

» real estate collective investment undertakings (DRl estate investment funds,
open-ended predominantly real estate collectivestment schemes (SPPICAV));

» professional real estate collective investment ctadlangs.
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Central Bank

Sub-sector S121 includes units that fulfil the fumes of a central bank as defined in ESA.
The following are classified in sub-sector S12& Banque de France and the French
overseas departments’ note-issuing bank (IEDOMgirTdrea of activity therefore coincides
with the economic territory used in the national@mts. Information from these units is
largely in the public domain, in order and complete

Caisse des Dépbts et Consignations

The Caisse des dépots et consignations (deposaarsignment office) and its subsidiaries
constitute a public group serving the public ins¢@nd the country’s economic development.
This group fulfils its public interest missions ypporting public policies carried out by the
State and the territorial authorities, and may gega competitive activities. The Caisse des
dépots et consignations is a special institutiepoasible for administering deposits and
consignments, providing services relating to fumti®se management has been entrusted to
it and exercising other similar powers that haverblegally delegated to it. It is responsible
for protecting people’s savings, for funding sotialising and managing retirement bodies. It
also contributes to local and national economicetigyment and, particularly in the fields of
employment, urban policy, the fight against bankang financial exclusion, enterprise
creation and sustainable development. The Caissdéj#ts et consignations is a long-term
investor and contributes to the development ofreniges in line with its interests.

The Caisse des dépots et consignations is plaadet timee supervision and the guarantee of
the legislature. It is organised by decree of tbariil of State, based on a proposal from the
supervisory commission. It submits its accounth&oBanque de France.

COFACE

COFACE (French insurance company for foreign trasl@)public body with some specific
features. It insures French companies againsigke involved when exporting. It operates

on its own account and on behalf of the Stateovts transactions are included in the ACPR
data. Transactions for the State can be traced special accounting process. COFACE is a
unique institutional unit, all of whose activitynscorded in insurance transactions. It submits
its accounts to INSEE vie the Treasury.

Financial auxiliaries

Financial auxiliaries are monitored directly vig tstructural business statistics in ESANE, as
all financial auxiliaries are legally required te tegistered in SIRENE.

GENERAL GOVERNMENT SECTOR (S.13)

Virtually all units in the general government sedtave their accounts centralised through
the Directorate General of Public Finances (DGRigre they are formatted to be
compatible with the national accounts.

However, some of the units whose accounts are steaho centralised accounting by the
DGFiP are excluded from general government becalugeir market nature. Less

frequently, some units included within the scopgeafieral government are not subject to
centralised accounting by DGFiP (e.g. SAGESS -téichcompany for the management of
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strategic oil reserves). In this case, their actoare recovered via ESANE as they are
registered in SIRENE.

PURE HOUSEHOLDS SECTOR (S.14B)

To evaluate the dwelling services produced by hooigis (as landlords or owner-occupiers),
the list of dwellings is provided by the populaticensus.

As producers of domestic or personal services, dttalds are supposed to declare their
employees to the department that collects soc@lrgg contributions. It is therefore the
Central Agency of Social Security Associations (A&R%) which provides information with
which to track all households that are domestipessonal service producers.

NON-PROFIT INSTITUTIONS SERVING HOUSEHOLDS (S.15)

Enterprises, associations, foundations, etc. witienscope of NPISH are required to be
registered in SIRENE. Thus it is via SIRENE thaualts that are NPISH can be tracked.

2) Provide detailed information on the coveragéhefunits in the business register.

In accordance with the Commercial Code, the SIREdiSter records the identity of all
enterprises and their establishments:

« whatever their legal status;

» whatever their sector of activity (industry, tradesfts, the professions, farming, local
authorities, banks, insurance companies, assotsataic.);

» located in Metropolitan France (including Corsia$o Guadeloupe, Martinique,
French Guiana, Reunion Island, Mayotte, Saint-Baé¢tihy, Saint-Martin and Saint-
Pierre and Miquelon.

Public and private entities and overseas compavtigsh are represented or that have an
activity in France are also registered. In addititve State or municipal administrative sector
in New Caledonia, French Polynesia and Wallis amdifra, are also registered.

3) If there is a cut-off threshold for small unitsthe register describe the measures taken
to include these units for national accounts pugpdalternatively reference may be
made to the description of measures taken to aslditesence of registered and
economically active units from statistical file$ypes N4 and N5 of non-
exhaustiveness - in Chapter 7 on exhaustiveness).

There is no size threshold for companies regigianrSIRENE. Even very small enterprises
which are exempt from the requirement to file & $ek of accounts every year with the tax
authorities (microenterprises, “auto-entreprengurist register in SIRENE.
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Nor is there any size threshold for companies gisters used to define the scope of financial
companies in the centralised accounting manageldebp GFiP, in the housing register used
for the population census or in the ACOSS files.

4) Describe the treatment of unincorporated eniwpy private non-profit institutions,
non-profit institutions serving businesses and nmarket producers in the register and
their allocation to institutional sectors.

Non-financial unincorporated enterprises are inetlioh the SIRENE register and in ESANE
(see Chapter 10.1 on the ESANE data source). Tlade mp the institutional sector S.14AA,
a sub-set of the households institutional sectb4.9viost are required to file a full set of
accounts every year with the tax authorities, sb tifieir account is prepared based on the
same sources as for companies. However, for sorakt snincorporated enterprises
(microenterprises, auto-entrepreneurs) social ggamnd tax formalities are simplified and
they are only required to declare their turnover:these units specific assumptions must be
made in order to impute a full set of accounts.

Private non-profit institutions (associations, fdations, cooperatives, etc.) must also register
with SIRENE if they wish to employ staff.

Non-profit institutions serving businesses are pambstitutional sector S.11. They are
included in the SIRENE business register but somaat included in ESANE. For this
reason their data may give rise to adjustmentsxbaustiveness (see Chapter 7 on
exhaustiveness).

Financial unincorporated enterprises, which makesagtor S.14AF, must also be registered
in SIRENE, and their accounts are available via EEA

5) Describe the measures taken to update the lsgsiagisters (alternatively reference
may be made to the description of measures takaddress absence of registered and
economically active units from statistical filesypes N4 and N5 - in Chapter 7 on
exhaustiveness).

There are many bodies whose role is to declarREEE any registrations, terminations and
modifications in the register. They contribute otdiedly basis to updating the SIRENE
register. On average, 10,000 modifications are neadey day.

In order to monitor financial enterprises (exclugifmancial auxiliaries), all the registers are
updated continuously by the Banque de France, AGQRRAMF.

6) Provide information on the treatment of produseits not obliged to register and the
measures taken to include these units for natiac@bunts purposes (alternatively
reference may be made to the description of messaken to address exemption for
producers not required to register — type N3 -l@@er 7 on exhaustiveness)

Not applicable in France (in N3 only production farusehold own final use is recorded).
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7) Outline the treatment of producer units delibayanot registering — underground and
illegal producers (detailed description of measta&en to address absence from
statistical files of producers deliberately notiségring — types N1 and N2 — should be
made in Chapter 7 on exhaustiveness)

Adjustments are applied on the basis of expertiopim the non-financial enterprises sector
(ENF) for the activity of units with no legal exéstce which deliberately refrain from
registering (which is in any case illegal). Thedgustments focus primarily on those sectors
of activity where self-employment is most common.

Adjustments are also made on the basis of expériaopto pure households (S.14 excluding
unincorporated enterprises) to include the produodtf domestic or personal services by
households that have not declared their employeAS€OSS.

Regarding illegal production, adjustments are madespect of the production and
trafficking of drugs, also for contraband tobacco.

8) Provide information on how the Special Purpostties (SPESs) are identified for their
inclusion in national accounts.

In the non-financial sectors, SPEs are identifigdédctoral experts, who decide on any
manual adjustments. The main example is SEP Aidogsoup governed by private law with
no single legal identity for legal purposes, whiglmot in ESANE but is included in the
national accounts.

In the financial sector, investment funds with deritity for legal purposes are nevertheless
registered with the AMF and thus no adjustmeneisessary.

9) Provide information on the type of statisticalta used in the production approach to
GDP (institutional units vs. local kind-of-activitynits / enterprise vs. establishment).

In general, the statistical unit is the legal umhis is not an enterprise in the sense of the Law
on the Modernisation of the Economy (LME) of 2008rothe sense of European Regulation
696-993, nor is it an establishment. Legal uniéssamilar to institutional units in the sense of
ESA 2010 in that they are required to maintain &gltounts, and also to units of economic
activity.

10) List the main sources used for each institatigector and describe in more detail the
most important ones (reference may be made to €nhapton the main data sources
used).

NON-FINANCIAL ENTERPRISES SECTOR (S.11 + S.14AA)

In general, the non-financial enterprises sectosists of enterprises listed in SIRENE which
do not belong to the financial enterprises segeneral government and NPISH.
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For this sector, the source used is generally ESANich is compiled by matching
accounting data transmitted by the DGFiP to sudata (EAP and ESA). The surveys are
mainly useful as they can break down enterprisdymtion and value added by homogeneous
branch of activity (see Chapter 10.1 on the ESAt&adource). They have little influence on
estimates of total value added, which are basethéomost part on the accounting data used
by ESANE.

Of course, the estimate of production and interatedtonsumption cannot be deduced
immediately from the accounting data, if only besmthe concepts of the general accounting
plan (PCG, applicable to all private enterpriseBgrdon some points from the concepts of
national accounting.

However, reconciling these sources also resulésdaviation from the accounting data
available in ESANE. This is particularly the cadeew differences appear between taxes,
contributions and subsidies as reported in the emyjaccounts, and the figures in the
general government account. In such cases, govetraneounting is assumed to be more
reliable than accounting data by businesses anfigiive from the government accounting is
used. However, we assume that companies know gxhetbverall turnover of their
business, their external costs, etc., and only makeakes in the breakdown of major
aggregates into sub-items.

The aim of these adjustments is to ensure that aagnpaccounts are compliant with national
accounting concepts, and that there is consisteetwyeen the different sources (necessary as
a result of introducing quadruple entry accountifigiey are at the heart of the transition to
national accounting, described in detail in Chagten the income approach.

In addition, not all non-financial enterprises oblei basic outline for estimating accounts.
One of the main exceptions, already mentioned ghis\agriculture, forestry and fishing
(section A of NACE): inasmuch as the quality of ilbess accounts is deemed to be poorer in
this sector, we prefer to rely on the very compnshe survey data produced by the
statistical office of the Ministry for Agriculturdsorestry and Fishing. From these surveys
production and the intermediate consumption ofrpnies in the sector can be monitored at
a very detailed level.

The second exception relates to social action.dunéssified as non-financial enterprises
(S.11) appear alongside units classified undermgégevernment (S.13) within the scope of
accommodation for the elderly and welcome or guidamithout accommaodation for the
elderly. In this area, where the accounting datarivate entities is also reputed to be of poor
quality, we generally trust the very comprehensivevey data (produced mainly by the
Ministerial Statistical Office for Social Affairgd evaluate total production (S.11 + S.13) and
the structure of the production accounts and tmeigdion of income account. Government
accounting also provides detailed data for that gidfaccommodation for the elderly and
welcome or guidance without accommodation for fderty” which is provided by entities
that are part of general government. The accounbpoffinancial enterprises which intervene
in the social action sector is deduced from tharued.
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FINANCIAL ENTERPRISES SECTOR (S.12 + S.14AF)

All data for this account comes from the Banqué-dance, except for financial auxiliaries
where the source used is ESANE.

GENERAL GOVERNMENT SECTOR (S.13)

All data for the account come from accounting sesrat the DGFiP. It appears that there are
two models for organising the information availabtethe units in this sector:

- the State budgetary accounting, which obeys s@nespecific rules;

- the general accounting plan (PCG): most unitsrotiian the State apply this directly, or
apply instructions of which the principles are ded from the PCG.

Concerning the State, the non-financial accoubaiged on the budgetary accounting which is
voted every year by Parliament at the time of tfetdudget law (PLF). This accounting is

in cash-based data and the aim is to present &tpnditure and revenues in a State
management approach. This can be broken down xmeeneliture objectives (missions,
programmes, actions, etc.) and by type of experal{tdeading Il for expenditure on staff,
Heading Il for operating expenditure, etc.). Tatcounting is reprocessed by the DGFiP to
compile accounts that follow the concepts of nati@ccounting. There is also the accrual
method of accounting, the general State accounthat mobilised on an ancillary basis to
compile the non-financial account as it providesfulsinformation to complement the
budgetary accounting. The general State accowat$asused to prepare the financial account.

For the other sub-sectors, the non-financial amaintial accounts are based on accrual
accounting with several variations according toghk-sectors: accounting standard M9 for
other government bodies (ODAC), accounting instomst M14 for municipalities, M21 for
public hospitals, M52 for departments, M71 for e, etc., and the unified accounting plan
for social security bodies (PCUOSS) for social sigtunds.

A policy to harmonise accounting was begun in t8@0E. It mainly affected general
government and social security bodies: with adaptatintroduced to reflect the specific
features of the activities and tasks of the diffierits — the accounting instruction for the
regions (M71) is different from that applied to naipalities (M14) -, the PCG now has a
general area of application. This is especiallg fiar the topics in the production and
generation of income accounts for these units tional accounting.

In addition, State general accounting (CGE) basethe accrual principle was implemented

in the course of the 2000s, inspired by the PCGvéder, this accounting becomes available
much later than the budget accounting. For thisaeait is only used as a secondary tool, to
supplement the information provided by the budgebanting.

Preparation of the national accounts for the gémgensernment sector consists mainly in
making a conceptual transition from the accountihthe units of which it is made up to
national accounting transactions. Concerning tlstose contribution to GDP, since it is
mainly non-market units whose output is measurethbysum of production costs, the key
guestion concerns the most accurate identificgimssible of the expenditure that
corresponds to the employee compensation and iatkate consumption components.
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In this process, it is sometimes necessary to cet@jblasic information, or sometimes
reconstitute it. This is the case for consular esdvhich, although they come under private
law, carry out public service missions and for thisy collect parafiscal taxes, and submit
only summary statements. This is also the caserfibs working on social action and so their
accounts must be reconstituted from data on emplayenbers and on funding received.
However, these cases are marginal compared witheatest.

There are few questions on coverage: all unitbensector are known beforehand either
because they are public units or because theyaeeeipt of public funding and are listed as
such.

However, to avoid double-counting, it is importémtheck that the entities classified in
general government do not also appear in the stalisources of other sectors. To do this,
the general government units are identified in>dmaestive nominative list by their SIREN
number (with only a few exceptions which are idigg). So that there is no double-counting,
files are matched, using the SIREN number, betWeemgeneral government list and the
fiscal source, which contains the units of secifsl, S.14 and the financial auxiliaries.
Other financial corporations are clearly identiflagdthe monitoring authorities. In the current
year this verification is done for the other goveant bodies ODAC (S.13111) which is the
general government sector where the populatioresamost.

The State has its own very particular accountirgjesy. Expenditure and revenues are given
in a very detailed statement, which is widely aafalié. The codification of this set of data,
which requires the expertise and cooperation ofipalccountants, is the basis for compiling
the national State accounts.

State transactions fall into three groups: gerfandhet, annex budgets and Treasury special
accounts. These three sets make up three disénttes for revenues and expenditure, with

no overlap, even though there may be flows fromtorenother: there is no double-counting
among these three sets.

The general budget traces the largest amountvehues and expenditure. It corresponds
only to non-market activities by the State admmaisbns. In this way it provides an analysis
of expenditure, from which production, the more artpnt aspect, can be calculated: the
source is the “auxiliary accounting of State expeemd”, which traces the execution of the
Finance laws in the greatest detail. The classiinancludes some 60,000 lines and is only
modified slightly each year. An economic code sigsed to each element of classification:
there is a table to convert from the economic cademmtional accounting transactions.
Because this conversion uses the most detailetidéeapenditure, generally speaking it is
quite unambiguous.

The annex budgets correspond to activities that geagrate production, sometimes fairly
limited, if only because they all include staff exyges in their expenditure. Identifiable units
of production can be assigned to them. Dependindp@mature and the structure of their
resources, these production units constitute maekebrs when sales are predominant, or
non-market sectors when they are financed by teasisThe annex budgets also use a
presentation similar to that for the PCG. Expendiig broken down into two sections: one
for operations, and the other for capital transasi Overall, the distinction is the same as
that between transactions in the production anemgion of income accounts, and capital
account transactions. The two sections are brokemdccording to the nature of the
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transactions: intermediate consumptions, staff edpere, financial expenses, subsidies, etc.
There is also auxiliary accounting for expenditsirailar to that for the general budget.

The Treasury special accounts correspond to a waoired range of situations. Some are
simple accounts — loan accounts, advance accauntgtary transaction accounts — and
record only financial transactions. Earmarked ant®tecord mainly transfers: their
administrative costs are low and borne mainly gyrthinistries to which they are assigned.
When they exist, their goods and services trarmastnd those recorded in the generation of
iIncome accounts are thus assigned to the corresgpndn-market branches.

Only trading accounts record transactions relainagctivities on significant goods and
services. For some - military subsistence allowansepplying armies with oil products -,

they are activities which are supplementary toState’s non-market activities: their
transactions are then assigned to these activifi@sever, some trading accounts record
production transactions carried out in separatbéshments and which are market
transactions. In this case, market sectors ardifdeh In addition to the information

normally provided by the auxiliary accounts for erditure and revenues in State accounting,
for the trading accounts layouts are similar toRIQG so that the transition to national
accounting transactions is possible.

PURE HOUSEHOLDS SECTOR (S.14B)

To evaluate the dwelling services produced by hooigis (as landlords or owner-occupiers),
rents are estimated by extrapolating results floenNational Housing Survey to all recorded
dwellings. Various survey sources are used to et@lintermediate consumption and hence
deduce value added.

Evaluation of households as producers of domesteisonal services is based on data
declared by the households to ACOSS when they gngéxdf.

NON-PROFIT INSTITUTIONS SERVING HOUSEHOLDS SECTOR.{5)

Production by NPISH, which is non-market, is eveddaas the sum of production costs. Both
survey data and administrative data are used (Wdgared by these units to social bodies
when they employ staff, public accounting data wibsglies received by these units). The
surveys used cover mainly social action and thecetsons sector.

11) Provide information on the extent the followggjuirements relating to the quality of
the statistical sources used for the productiomegagh are met:

a) Are annual data collected on all activities wfduction through regular enterprise surveys?
b) For the activities surveyed, are all size classwered?

) Are periodic surveys carried out regularly $oirveys carried out less frequently than
every year)?

d) Are ad-hoc surveys conducted to complement eegoguiries?

€) Are administrative data obtained on a reguldrtanely basis in order to have good quality
estimates quickly?
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NON-FINANCIAL ENTERPRISES SECTOR (S.11 + S.14AA)

Accounting data are transmitted every year to INSEEhe DGFiP for the entire scope of
ESANE. Other administrative sources are also used/e/ear, such as those in ACOSS
(especially for evaluating the activity of auto+emireneurs).

Further annual surveys are carried out to enhdreadcounting data available. These are the
annual production survey for legal units in indystnd the annual sectoral survey for legal
units in other sectors of activity. These survegsraainly used to break down production into
branch of activity, but they have no impact onéhealuation of activity by non-financial
enterprises overall, which is derived from accauptiata. Another annual survey is used, the
leasing survey. To date, no multi-annual or ad $weey has been used.

The annual production and annual sectoral surveysrall sizes of enterprise: the largest
enterprises are surveyed exhaustively and the eshaie sampled. The leasing survey covers
all enterprises authorised to carry out leasing.

FINANCIAL ENTERPRISES SECTOR (S.12 + S.14AF)

All administrative data collected by the Banqud=dance are transmitted every year to
INSEE; no survey is involved. For financial auxiies, we use the accounting data in
ESANE, without using survey data.

GENERAL GOVERNMENT SECTOR (S.13)

Every year, the DGFiP provides INSEE with the acdstior all units for which it centralises
the accounting. For local authorities, the exhaeasiess of the information that the DGFiP
provides is assured by the fact that the manageaweounts of each territorial authority must
be kept by a Treasury accountant. In addition,chet26-3° of the Organic law of 1st August
2001 relating to the finance laws (LOLF) establaski®e principle of depositing the funds of
territorial authorities and their public establiggms exclusively with the State.

No surveys are used for general government.

PURE HOUSEHOLDS SECTOR (S.1%B

The National Housing Survey is carried out appratity every 6 years: in base 2010,
accounts were prepared on the basis of resultstinera006 survey. However, other surveys
are used to evaluate household activity in the ycthidn of dwelling services, some of which
are carried out annually, like the Rent and Chasgegey.

Evaluation of households as producers of domestersonal services is based entirely on
administrative data provided every year, and ngesudata are used.

NON-PROFIT INSTITUTIONS SERVING HOUSEHOLDS SECTOR.15)
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The administrative data held by social bodies driptaccounting are provided to INSEE
every year. However, the survey data used areatetlanulti-annually, notably every four
years for surveys in the social action sector.

3.2. The borderline cases

1) Provide information on how the inclusion of fodowing borderline cases in production is
ensured:

a) Own-account gross fixed capital formation (GF@¥E)uding, in particular:
I. mineral exploration,
ii. machine tools produced by engineering enteegtis

lii. construction or extensions to dwellings by Beholds and communal construction
undertaken by groups of households,

iv. entertainment, literary and artistic originals,

v. software, research and development;

ENTERPRISES (S.11 + S.12 + S.14AA + S.14AF)

For non-financial and financial enterprises alitkere is an exclusive counterpart to
production for own final use (PEFP, see P.12), tfigiross fixed capital formation (GFCF).

In most cases, French accounting standards reepiiegprises (non-financial and financial) to
capitalise production for own final use: nationet@untants then simply take the data relating
to capitalised production in the corporate accaudtsvever, in two instances the accounting
standards do not require enterprises to capitdieie production: this is in the own-account
production of software and databases on the one, lagudl research and development on the
other. Specific treatments are therefore requisee pelow).

Corporate accounts take the fixed assets of emeginto consideration in production costs,
I.e. by withholding purchases made for this purppsgroll costs and the relevant
depreciation. The accounting data are therefoneséetj to align them with the evaluation
method applied in the national accounts. In padigwevaluating production for own final use
includes an estimate of the return on capital:adhis we apply to the capitalised production
the mean of coefficients B.2N/(P.11+P.12) for th&t kthree known years.

Software production for own final use

The method used to measure PEFP of software anfatags is taken from thiandbook on
Deriving Capital Measures of Intellectual PropeRyoductsby the OECD. This method is
based on payroll for occupations likely to prodsoéware and databases. An average time
spent on software and database PEFP (maximum ofod®%orking time) is allocated to each
occupation. The list of occupations is completethl@® into account database PEFP. Next,
from the payroll of those involved in PEFP, we aptilate social contributions, the cost of
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materials (IC and CFC) and the gross operating mafrdpe payroll of the occupations
concerned is measured from the annual declaradibsscial data (DADS) from the private
and semi-public sector.

R&D production for own final use

In practice, the estimate for R&D PEFP uses data the R&D survey carried out by the
Ministry for Higher Education and Research, avdddlom the beginning of the 1960s. This
survey of enterprises and general government pesvédmeans of isolating R&D expenditure
according to external purchases or internal R&DtalDeom the latter are used to estimate
enterprise R&D PEFP.

GENERAL GOVERNMENT (S.13)

As for enterprises, public accounting standardsireghat the entities concerned capitalise
their PEFP, except in the case of software and R&dpustments are therefore only needed
in these two instances.

Software production for own final use

The method used to estimate corporate software FPER® applicable to general

government as the files for employees’ compensatmnot isolate those employees who are
likely to produce internal software. To estimatéware PEFP by general government, we
use the results from a survey carried out in 12®2l (hot repeated since) by the directorate of
electronic and computer industries which showedtttievalue of the annual internal
software output by general government correspotmedound 2/3 of its external spending

on software. This coefficient was therefore appt@eéxternal purchases of software by
general government to evaluate its PEFP. Extennahases of software by general
government are themselves evaluated via ESANE, saittware-producing companies
providing the breakdown of sales by type of custoiméhe annual sectoral survey.

R&D production for own final use

The estimate is produced in the same way as fermmdes, since the R&D survey is carried
out both for general government and for enterprisesthe scope of public entities, however,
the R&D survey does not cover the case of profeses®archers employed in universities
who devote some of their time to research. An ddjast is therefore applied to include this
research activity.

PURE HOUSEHOLDS (S.14B)

In the case of households, the only instance offPldving a counterpart in gross capital
formation corresponds to construction or repaiwéllings by households, directly for their
own use.

The estimate is based on knowledge of the valdkeobuilding materials purchased by
households. This expenditure is known via houseblotdeys — Household budget survey,
Housing survey. We can then determine the propodfdotal expenditure that is assumed to
be used for major work in the dwelling.

The estimate for base 2010 used results from 200&gs. The materials selected for
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consideration as intermediate consumption by haaldshn their construction activity are
materials used for “structural works”. This amotepresents almost 50% of total household
construction material purchases.

Once the value of the materials used has beemdett, value added is calculated by
applying the ratio of added value to intermediatestmption of construction materials by
unincorporated enterprises carrying out the sameitgc The ratio is adjusted to take account
of the fact that households cannot deduct VAT ftaeir purchases, whereas businesses can.

NPISH (S.15)

There is no output for own final use with a coupéget in gross capital formation in
accounting for NPISH.

b) Production, storage and processing of agricilfproducts for own-account by
households;
The production of agricultural products is carread in family gardens and livestock
pens. This production is estimated on the bassshafusehold survey, updated using
production indices of the products concerned. Tdmddfor this estimate is a long-
standing one, since the survey was abandoned ih 199
Agricultural households transform their agricullyseoducts into products for food
industries, but which are also for their own fioehsumption. The estimate comes
from farm data.
Agricultural households also produce wood for hegtdetails of which are known
from the forestry statistics. The same statistresused to measure production
destined for sale by forest-owning households.

c) Dwelling services produced by owner-occupiers;

See section 3.18.

d) Household services produced by employing paidestic staff;

The production of domestic services by househaisi@ying paid staff covers several
activities which are carried out in the same coodg of employment relations. These
concern domestic workers in the home, and buildargtakers and janitors. In terms of
activity, they concern domestic services.

The estimation method is based on payroll evalnaiging data from bodies that collect
social contributions. A high coefficient designedake non-declared payroll into account is
applied to spontaneous data: this coefficientasrésult of the analysis of employment
surveys, household budget and other specific sarvey

Production is measured from estimated staff conggears Only cash compensation is taken
into consideration, as compensation in kind wowdabnsidered negligible in today’s
context.
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e) Volunteer activities that result in goods;

No volunteer activity resulting in the productiohgmods is included in the French national
accounts.

f) Products used for payments in kind;

There are two instances where adjustments areeabflhe first is the provision of meals and
drinks to employees by hotels and restaurantsi¢gecof NACE): adjustments are calculated
by applying a rate derived from labour cost surveysages paid by businesses in this sector.

The second is the free provision of dwelling segiby employers to their employees
(company accommodation). This amount is providethbyhousing satellite account (CSL).

g) Products bartered,;

No bartering activity is included in the Frenchioaal accounts.

h) Products supplied by one local KAU to anothethimi the same institutional unit to be
used as intermediate inputs or for final uses;

Data on establishments are very limited in thesteal system on the productive system, and
they do not allow for an additional assessmenteti’dries between establishments. Locally,
where there are additional statistics on produgbi@tesses in the manufacturing industry,
sector heads consider that flows — under the hgaxfinnsold deliveries —are assumed to
correspond to deliveries between the establishnudritee same enterprise. This has no
impact on GDP since the counterpart for these diaésg is intermediate consumption by the
same enterprise.

i) Products added to the inventories of finisheddgand work-in-progress (including
natural growth of animal and vegetable productmdinhg timber and uncompleted
structures for which the buyer is unknown).

Usually, the general accounting plan requires entas to count inventories of finished
goods in the same way as additions to work-in-gegunder “stored production”. Therefore,
enterprise production estimated from accounting daturally includes these instances.

For inventories of goods held by producers withuredtgrowth of animal and vegetable
products and standing timber, see section 3.08.

In the case of construction, the accounting stadsdaf the general accounting plan ensure
that the accounts of construction enterprises (ealhereal estate developers) are able to
isolate stored production (not yet sold).

2) Provide information on how the inclusion of fbdowing borderline cases in intermediate
consumption is ensured:
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a) Costs of using rented fixed assets (mainly dmeral leasing);

Rents are treated as expenses in the general dicgpplan, and in the same way on tax
returns and in the accounts of non-financial emieeg, without the need to carry out
retreatment.

b) Inexpensive tools used for common operationssamall devices such as those listed
in the ESA2010 83.89 ()(2);

Inexpensive tools used for common operations okwaoe part of intermediate consumption
and not GFCF: saws, shovels, knives, axes, hams@esydrivers and wrenches or small
devices such as pocket calculators. These goodstae: under expenses in the general
accounting plan and the same way on tax returnsratie accounts of non-financial
enterprises, without the need to carry out retreatm

c) Subscriptions, contributions or dues paid to-poofit business associations;

Subscriptions, contributions, and other dues pajgrdfessional non-profit bodies are
recorded as “other external expenses” in corp@ateunting, and in the same way on tax
returns. These subscriptions are therefore tresgedtermediate consumption, without the
need for any retreatment.

d) Goods and services received from another loédl if the same institutional unit
that comply with the definition of intermediate smimption;

Data on establishments are very limited in thestteal system on the productive system, and
they do not allow for an additional assessmentetit’dries between establishments. Locally,
where there are additional statistics on produgbi@tesses in the manufacturing industry,
sector heads consider that flows — under the hgawfinnsold deliveries —are assumed to
correspond to deliveries between establishmeritseafame enterprise. This has no impact on
GDP since the counterpart for these deliveriestermediate consumption by the same
enterprise.

e) Non-life insurance service charges (paymentiftomsurance should be excluded);

Non-life insurance premiums for business intermtiivil liability or builder’s liability are
treated as expenditure by enterprises. In the mat@ccounts, the portion of these premiums
that does not correspond to remuneration of theramee service is deducted from
intermediate consumption. The insurance accounigkes the estimate for the fraction of
premiums that corresponds to compensation for sur@mce service, by counterpart sector.

f) FISIM purchased by resident producers;
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A retreatment was carried out on intermediate comion to add the FISIM consumed by
resident producers. These data are evaluated yerpart sector by the financial institutions
account.

g) Research and development acquired to be usely sokhe creation of further
products of research and development (all othexaret and development should be
treated as GFCF);

The R&D survey interviewed enterprises producingdR@or market purposes or own-
account) on the destination of their products lrusdustry. In this way, within the total
output of R&D sold, it is possible to separateshare bought by R&D enterprises (and hence
used as intermediate consumption) from the shanghidoy enterprises with another activity
(and hence used in gross capital formation).

h) Goods and services used as inputs into anc#ietiyities;

Goods and services consumed in the context ofiaux#ctivities are treated as expenditure
by enterprises and as intermediate consumptidmeimational accounts; as a result no
retreatment is required.

i) Expenditure by employees, reimbursed by the eggsl on items necessary for the
employers' production.

Expenditure by employees on the purchase of goodsruices needed for the production
process and which are reimbursed by the employtesased as expenditure by enterprises
and as intermediate consumption in the nationadwaas: no retreatment is therefore
necessary.

3) Provide information on how the exclusion of thkkowing borderline cases from
intermediate consumption and their proper treatnseansured:

a) Items to be treated as gross capital formaéian,valuables, mineral exploration,
major repairs and improvements (renovation, recaogon or enlargement),
software, research and development (with the eiaepf the R&D acquired to be
used solely in the creation of further product®&D), military weapons;

It is assumed that only households acquire valsalilee question of their exclusion from
intermediate consumption of producers of goodssandices therefore does not arise.

There is no longer any geological or mineral exgtion in France.

In the French general accounting plan (PCG), exjpamrdon improvements and the addition
of elements is treated as fixed assets if theyl thié following criteria:

- the entity will benefit from future economic aatages linked with the asset

- the value of the asset can be assessed witltisuffireliability.
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Expenditure on fixtures and fittings counts asdiassets. Expenditure on replacements,
large-scale renovation and maintenance also casniged assets. All of this expenditure is
therefore treated as assets in the source dabasimess statistics and not as expenditure. In
national accounting, it is not treated as interragconsumption but as GFCF. No
retreatment of the source data is required.

Software purchased to be used as an operatingroesisurecorded as fixed assets in business
accounting (PCG). No retreatment is therefore megluior intermediate consumption in
national accounting.

External expenditure for research and developnseastimated from a survey of enterprises
by the Ministry for Higher Education and Resealtls subtracted from intermediate
consumption. As described above, from this surveypossible to separate sales of R&D to
enterprises producing R&D from sales of R&D to oteeterprises. Only this last amount is
subtracted from external expenses recorded byperges to evaluate intermediate
consumption.

Regarding weapons systems, annual State spendimgitary equipment can be estimated
from the budget data (excluding rifles, small caibBmmunition, etc.). This amount is
subtracted from State budget expenses to estimaenediate consumption. No agent other
than the State purchases large military equipment.

b) Expenditure to be treated as the purchase epnoduced assets, e.g. long-term
contracts, leases and licenses;

In the French general accounting plan (PCG), cotdréeases and licenses are treated as
fixed assets, and the same is the case in bustassgics. Consequently, they do not appear
in intermediate consumption and no retreatmengécessary.

c) Expenditure by employers to be treated as wagdssalaries in kind;

An adjustment is applied in the national accountdaduct benefits in kind from intermediate
consumption and charge them to wages (D.11), osdh® basis as rates applied to wages in
the sectors.

d) Use by market or own-account producer unitsotiective services provided by
government units (to be treated as collective conion expenditure by
government);

The use by non-financial enterprises and unincafedrenterprises of collective services
provided by general government units is not readidehe enterprise accounts as it is not
invoiced. No retreatment is therefore made to eatalintermediate consumption.

e) Goods and services produced and consumed w\iihisame accounting period and
within the same local KAU (to be also excluded froatput);
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Goods and services produced and consumed durirgathe accounting period and within
the same local KAU are not included in the entegeccounts. No retreatment is therefore
required in the national accounts to remove themfintermediate consumption.

f) Payments for government licenses and fees tleaibabe treated as other taxes on
production;

Payments made to general government for liceneg)ifs etc. are charged either to fixed
assets or to taxes and levies. These paymentseaeddre excluded de facto from
intermediate consumption and no retreatment i®tbsr required in the national accounts.

g) Payments for licences for using natural resaufeqy. land) that are to be treated as
rents, i.e. as a payment of property income.

From the intermediate consumption provided by ttwanting data we subtract a valuation
of rents paid for land (this valuation is baseddata in the agriculture accounts and local
public accounts).

h) Decommissioning for large capital assets.

At this stage, the question does not arise as Hrerao decommissioned power stations.

4) For borderline cases concerning taxes and sebsith products reference to the
description in the sections 3.28 and 3.29 may bgema

See sections 3.28 and 3.29.

1.3. Valuation

1) Describe the procedures applied to ensure titptibis valued at basic prices. In
particular:

a) Describe the procedure applied to arrive abtdsac prices for market output
(e.g. description of instructions on valuation im&y questionnaires). Provide
information on whether the basic prices are diyeatiailable from the sources
used or if adjustments are made in national aceargnsure a transition from
producer's prices reported by enterprises to lmgies.

The source used to evaluate the output of non-¢iahnorporations and unincorporated
enterprises, i.e. the accounting data in ESANEyides output at market cost (producer’s
price). To switch from output valued at produceacgs to output valued at basic prices, taxes
on products are deducted from output and subsmtiggoducts are added.
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b) If the latter is the case, adjustments madeldHmidescribed here (taxes and
subsidies deducted and added should be listedynation should be also
provided on how the consistency between the scbfaxes and subsidies in
this transition and the scope of taxes and sulssfdien the government
accounts used in the estimation of GDP is ensured.

The following tables list those taxes on produtt®(4) that are considered as paid by the
producers or by the tradespeople and hence dedinotacutput in ESANE, likewise
subsidies on products (D.319) which at the same &re added to output in ESANE. These
amounts come directly from the public accounts,cilare considered more reliable than
corporate accounting data.

Name Amount (billions of
euros)
Total taxes on deducted products 50.140

Of which domestic duty on consumption gf23.6
energy products (TICPE)

Of which duties on tobacco 10.8
Of which duties on gambling and betting | 3.3
activities

Of which duties on alcohol 3.2

c) Describe the valuation of output for own finakuIf for some groups of
products it is valued at the basic prices of sinpl@ducts sold on the market,
they should be explicitly listed.

In general, output for own final use (PEFP) is vadtied at the market price of similar
products, but according to the costs of produatibtine products considered.

d) If output for own final use is valued at the tsosf production plus a mark-up
for net operating surplus or mi