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1. Introduction

The current report has been drafted as a response to the Council D2@K)B20/EU of 10

May 2010requiring Greece to provide report odlining the policy measures taken to comply
with this Decision on a quarterly basi§he report includes a brief overview of current
economic conditions and the short term outlook for the Greek economy and contains
information on all the items specified Bouncil Decision2010/320/EU It intends to update

and complement the previous report which was submitted, according to Council Decision
requirements, in July 2018s a resultticontains data and indicators for the first three quarters
of 2010 and prowdes information on the follow up to measures included in the July report, as
well ason the progress with thémplementation of measuresvisaged for the third quarter of
2010 according to thé&conomic Policy ProgrammeéNith respect to the previous report
submitted in July, the current version contains several additional elensemts asmore
complete data on general government arrearsaantbre detailed analysisf the financial
situation ofpublic companies, reflecting the -going efforts in the puldi sector in the areas of
data collection and reporting.

2. Overview of macroeconomic scenario

According to the latest estimates included in the 2011 State Budget Report real GDP is set to
contract significantly in the 2032011 period (3.6 p.p. on avgeaduring the twegyear period),

and to recover only gradually thereafter, registering a positive growth rate from 2012 onwards.
Also, inflation is expected to decelerate gradually, as a result of two factors: on the one hand,
domestic demand tightening andstcutting measures in the economy and, on the other, the
fact that a certain period of time is needed for tax rate effects to fade off. CPI inflation is
estimated to increase by 4.6% and 2.2% in 2010 and 2011 respectively. Thus, nominal GDP is
projectel to decrease by 1.3% in 2010 and by 1.5% in 2011.

According to the quarterly GDP outlook of 2010, seasonally adjusted GDP, on a year on year
basis, decreased by 2.7% in Q1, 4.0% in Q2 and 4.7% in Q3, while the average for the whole
period was 3.8%.

As far as the components of aggregate demand are concerned, private consumption decreased
by 1.6% during the first semester of the year, compared to a 1.8% decline during the
corresponding period in 2009, while government consumption decreased by 9.9%, cdmpared

a substantial increase by 10% during the corresponding period of last year. The better than
projected outcome concerning private consumption reflects a combination of factors, including:

a low base effect, anticipated further increases in indirectstaxa increasing reported
consumption as a result of the efforts to fight tax evasion.

Turning to investment, gross fixed capital formation declined by 16.8%, compaiHal 266 in
2009S1. Residential construction declined by 17.9%, while investment ahmimeay and
equipment, other construction and transport equipment decreased by 8.9%, 28.3% and 6.4%
respectively.

! Council Decision 2010/320/EU as amended with Council Decision 2010/486/EU.



The contribution of the external sector to GDP change is positive. In the first semester of 2010,
imports of goods and services declined 1888, compared tel1.2% in 2009S1, while exports
decreased by 1.5%, albeit rebounding from a decling&&%5% in 2009S1.

The unemployment rate during the Januaugust period of the year reached 11.8% (compared

to 9.1% in the corresponding period of 2D0while employment, in the same period, decreased

by 2.1%. It should be noted, however, that labour market interventions already legislated are
expected to reverse current labour market trends, albeit in the medium term.

Regarding the production side thie economy, industrial production dropped by 5.7% (January
to September period), with manufacturing production falling by 5.3%, mining and quarrying by
6%, electricity and gas by 7.7%, and only water supply remaining practically stable (+1.1%).
However, t is definitely a positive sign that during the first eight months of the year, new orders
in industry were up by 3.2% (verst&2.0% in 2009), while during the same period turnover in
industry went up by 6.9% (compared-26.9% in 2009).

As far as price developments are concerned, inflation remained on an upward trend (5.2% in
October and 4.6% during the January to October period compared to 1.0% the corresponding
period last year). Latest price developments are mainly driven by alcoholic bes/exad
tobacco (+18.2%), transport (+18.2%) and housing (+5.7%). The effect of increasing indirect
tax rates is still dominating the pattern of prices, on top of persistent market inefficiencies. Still,
the fact that core inflation remains higher comparethst year (3.5% in October vs. 2.0% in
2009) could be a cause of concern in the st@orh. On the other hand, producer prices are
moving on a declining trend, thus supporting the view that a turning point in price developments
could be approached. Mareer, inflation is likely to decelerate in the months to come reflecting
the effect of the deceleration of economic activity and the fact that wage developments are
detached from price increases.

In table 1, the annual Budget estimates for 2010 and piajscfor 2011, for the main
macroeconomic aggregates, are presented.

Table 1: GDP and its components

2010 2011
% changes in volumes, except as indicated estimates projections
GDP -4.2 -3.0
Private consumption 4.1 -4.3
Public consumption -9.0 -8.5
Gross fixed capital formation -17.4 -7.5
Exports of goods and services 0.6 5.1
Imports of goods and services -12.0 -6.4
Nominal GDP -1.3 -1.5
HICP (JanuaxyOctober) 4.6 2.2
GDP deflator 3.0 15

Source 2011 State Budget Report.



3. Progress with fiscal adjustment

Fiscal adjustment is achieved through a combination of measures drawing on both the
expenditure and the revenue side. These measures were introduced under successive policy
undertakings (the January update of the GrewbilBy and Growth Programme, additional

fiscal measures in Februatgmergency measures for coping with the fiscal crisis in March and

the Economic Policy Programme of Greece in May).

As a result of these measures and according to data available fath budget execution for

the first ten months of 2010 (JanuaryOctober 2010), on a fiscal basis, the deficit is 17,334
million Euro compared to 24,833 million Euro during the same period in 2009. This reflects a
30.2 % reduction in the deficit agairestargeted 33.2 % reduction based on the draft budget for
the year 2011 and a targeted 32.2 % reduction based on the draft budget law submitted to the
Parliament on 18 November 2010.

Table 2: Budget execution

in million euro
2009 2010 2009 2010 2010
Change 10 Annual
- months Annual Economic Policy . change
Estimates *

10/months Lt 10/09 outcome* Programme** 10/09

(1) () (3=2:1) (O] (5) (6) (7=6:4)
Ordinary
Budget
1. Net Revenue
(arb)
a.Revenue
before Tax 43.477 44,611 2,6 53.443 60.224 56.488 57
Refunds
b. Tax Refunds 3.964 3.618 -8,7 4.952 5.100 5.100 3,0
2. Expenditures
(a+b+c)
a. Primary
Expenditure
b. Transfers to
hospitals for
the settlement 0 340 1.498 245 345
of part of past
debt
C. Interest
payments
Public
Investment
Program (P.1.B.)
3. Revenue 1.415 1.368 -3,3 2.040 3.258 2.892 418
4. Expenditure 8.022 6.047 -24,6 9.588 9.200 8.500 -11,3

39.513 40.993 3,7 48.491 55.124 51.388 6,0

57.739 53.648 -7,1 71.815 67.873 66.403 -7,5

45.665 40.566 -11,2 57.992 54.611 52.798 -9,0

12.074 12.742 515 12.325 13.017 13.260 7,6

5. Central
Government
Balance {
Surplus /
+Deficit) (
2+34)

Source Ministry of Finance, General Accounting (@ff

* According to the data published in the Draft Budget for the year 2011.

** Including the measures instituted on March and May 2010.

24.833 17.334 -30,2 30.872 18.691 20.623 -33,2



Graph 1: State Budget Deficit on monthly cumulative basis (million euro)
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The fiscal result of the first ten months of 2010 is based mainly on the restriction of
expenditures-{.1%), while increased revenues are foreseen in the last two months of the year
resulting from receipts from income and prdpdexes, road taxes (paid in December) and the

tax settlement initiative. Net revenues increased by 3.7% (or by 1.5 billion compared to 2009)
and are slightly improved compared to the nine months increase of 3.6%. This is mainly due to
the increased VATevenues that continued a doubigit increase pattern in October, reflecting
higher tax rates as well as better tax compliance as a result of the fight against tax evasion (see
also below).

Graph 2: State Budget Deficit and its components
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Ordinary budget expenditures declined by 7.1% -“pwaryear. In particular, primary
expenditures decreased by 11.2% against an estimated 9% annual debilaeinterest
expenditures increased by 5.5% against a 7.6% estimated annual increase. State budget primary
deficit is reduced by 64% or by more than 8 billion euro compared to 2009. Finally, Public
Investment Budget (PIB) expenditures declined by 24.68dPdB revenues by 3.3%, compared

to the same period in 2009.

VAT revenues during the last three months show significant recovery. Despite decreased
consumption, VAT revenues on monthly yeaeryear basis increased by 10.8% in August, by
16.9% in Septemiveand by 14.8% in October, as a result of increased VAT rates and improved
tax compliance resulting from the fight against tax evasion. Overall, over the first ten months of
2010, VAT revenues increased by 4.4%

Graph 3: VAT revenues
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4. The Budget for 2011

The 2011 Budgetwhich was submitted to the Parliament on"18ovember 2010has been
drafted within the contexbf the most ambitioudiscal adjustment and structural reform
programme ever implemented in the counttyis the first budgeto have been drafted in
Greecefollowing the principle of fiscal management at the level of general government. The
2011 Budget antinuesthe aggressive fiscal consolidation effaarried out so faand aims to
reduce the deficit by 5ilbon euro or 2% of GDP in 2011Although, it sets off from a more
adverse starting poirthan initially projected due to the revision of fiscal data by Euroistat
final aimis to attainthe quantitative and structural targets of the Economic Poliogr&mme

in the midst ofeconomicconditionsthat for some countrieare the most adverse they have
faced in many decades.

At the current economic juncture tgeowth potential at the global level and in particular for the
Eurozone remaslow. The turmoi in international sovereign markets, and in particular for



peripheral economies will most likely contindé is expected thatni 2011, the recession in
Greece will be smaller than in 2013% compared to 4,2%) but larger than initially expeeted
2,6%.

Graph 4: Growth rate and inflation rate
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The starting point for the implementation of the Economic Policy Programme of Greece,
resulting from the revision of fiscal data by Eurostathe recent EDP natificatiqms a deficit

for 20090f 15.4% of GDP or 36.2 billion E#os meaning a deficit that is 3.8 billionuEbs or

1.8% of GDP higher than was known at the time the Economic Policy Programme was drafted.
The revision to the level of deficit is mainly due to the reclassifinatif public corporations in
general government data, the adjustment of accounts of social security funds and local
government and the downward revision of 2009 GDP (see &aph

Graph 5: Main components of deficit revision in 2009
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Moreover, following the Eurostaevision of fiscal datahe generalgovernment debt in 2009
reached 298 billion or 126.8% of GD®vhich is 10.5% of GDP (or 24.6 billion) higher
compared to the April fiscal data rfitation. Debt figures were mainly affected by the
reclassification of public corporations into general government data and the adjustment for off
market swaps (see graph

Graph 6: Main components of the debt revisiorfor 2009
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Graph 7: Evolution of debt figures
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Thus, the review of fiscal data leads to higbgerall levels of debt thamitially projected
Providedthat mediurerm fiscal targets are methe general trajectory of debt figures will be
as projected, however from a higher basis, wHike teturn to primary surpluses from 2012
onwards will contribute to the reduction of debt.

Graph 8: Evolution of primary balance
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Graph 9: Main components of thedeficit revision for 2010
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Moreover the revision of fiscal data for the period 26®®09 increases the detiodf the
general government for 2010 by about 3.4 billidaro or 1.5% of GDP compared to the
estimates for the deficinhitially included in the Draft Budget of 20X%ee graph 10)n terms
of fiscal adjustmeneffort, this does not however have an imipan theconsiderable reduction

11



of the deficitwhich was achieved in 201Gamely6 percentage points.e. a fiscal adjustment
largerthanthe 5.5 percentage points which was initially projected.

Graph 10: Fiscal adjustmentin 2010
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Graph 11: Fiscal adjustment in 2011
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In terms of budget preparation and planninge 2011 Budget will be the first budget to be
drafted and executed on thadis of the new fiscal management framework, which among
others provides for detailed description and setting up of accounts for the general government,
total annual expenditure ceilings, the creation of a resermeaximum borrowing level, the
obligationto submit a supplementary budget in case of expenditure overruns above the reserve,
procedures to control commitments and the obligation to report and publish data regularly
(monthly, quarterly and serainnually) on the budget execution of the generakguwent.

The fiscal adjustment in 2011 will amount to 2% of GDP (from 9.4% to 7.4%) or about 5 billion
Euro (from 22 billion Euro to 17 billion Euro). The initial projection included in the Programme
was a reductiof,5% of GDP or a 1.5 billion®#o redudbn (graph D).

12



Graph 12: Fiscal effort in 2011
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According to the Economic Policy Programme, in order to achieve a deficit reduction of 1.5
billion euro (0.5% of GDP) in 2011, it was requitedake measures amounting to 9.150 billion
Euro (the difference between fiscal effort and fiscal adjustment results from autonomous
changes in fiscal data by about 9 billion Euro, such as in@@asgerest payments, reductmn

in contributions, incrases in social spendingand recession However, due tdhe Eurostat
revision of fiscal data, the size of the required fiscal adjustmemvidarger and amounts 14

billion Euro i.e.another5 billion Euroover what was previously plannedghile the yield of
measures that were included in the Economic Policy Programme has {esatusged.

An overview of the 2011 Budget is given in Table 3.

Table 3. Budget 2011

2009 2010 2011
Realisation |Economic Estimations |Projections
Policy
Programme
State Budget
t. Revenues (1+2) 50.585 58.434 54.326 59.482
1. Net revenues of ordinary budge
(a+b+c+de) 48.545 55.176 51.434 55.560
a. Ordinary revenues 52.308 58.744 54.853 57.520
b. Revenues from the abolishment of spi
accounts 1.088 1.200 1.150 1.157
c. Revenues from the bank support scher47 280 485 643
d. Revenues from NATO 55 52 46 40
e. Tax returns 4.952 5.100 5.100 3.800
2. Revenues of Public Investmer
Programme (PIP) (a+b) 2.040 3.258 2.892 3.922
a. Revenues from the EU 1.858 3.109 2.642 3.722

13



b. Other revenues 183 149 250 200
tt. Expenditures (84.215 78.925 77.393 80.339
1. Expenditures of the ordinary budge!

(a+b+c+d+e+f) 74.627 69.725 68.893 71.839

a. Primary expenditure 57.992 54.611 52.798 52.633

b. Subsidies to public hospitals for -

repayment of oldlebts 1.498 245 345 450

c. Expenditures for NATO 51 52 46 40

d. Military expenditures (on a cash basis) 2.175 1.800 1.500 1.600

e. Guaranteed called 584 944 1.196
of which for Public Enterprises 484 813 1.051

f. Interestpayments 12.325 13.017 13.260 15.920

2. Public Investment Programme (PIP) 9.588 9.200 8.500 8.500

ttt. State BHidget (-33.629 -20.491 -23.067 -20.857

% GDP -14,3% -8,9% -9,9% -9,1%

ttt. a. Pr i matrtyl fb)a [-21.304 -7.474 -9.807 -4.937

% GDP -9,1% -3,2% -4,2% -2,2%

Source Budget 2011

Note: The impacof therevision of fiscal datdy Eurostats not included in the target for the EPP in
2010

The fiscal impact of measures is outlined in table 4, while a more deliatlefl measures with
impact on the 2011 budget can be found in Annex A.

Table 4. Fiscal impact Budget 2011

REVENUES 7830 3.50%
Carry over of 2010 measures 1500 0.70%
Measures of 2011 already in the Economic Policy Programme 4050 1.80%
New measures on the revenues side for 2011 2280 1.00%
EXPENDITURES 6500 2.90%
Carry over of 2010 nasures 1150 0.50%
Measures of 2011 already in the Economic Policy Programme 1500 0.70%
New measures on the expenditures side for 2011 3850 1.70%
TOTAL 14330 6.40%

5. Progress with structural reforms

In August 2010, staff teams from the European Casion (EC), the European Central Bank

(ECB), and the International Monetary Fund (IMF), following the first quarterly review of the

Greek Economic Policy Programme, concluded that impressive progress had been made on
structural reforms. The Greek governmdmas undertaken tough measures conducive to

significant fiscal consolidation, with a simultaneous endeavour to implement structural reforms,
eventually aiming to boost Greecebds competiti v
reform on pensionsyhich was adopted ahead of the deadline by the Parliament in the previous

guarter, the substantive ongoing labour market reform and the tax and budget reforms. These
reforms constitute appropriate instruments for achieving fiscal consolidation without

14



jeopardising employment and lostgrm growth. The pension reform credibly aims to a
sustainable pension system that will provide adequate pensions for future generations. At the
same time, the labour reform bolsters up a competitive production sector whidesaime time

it shelters vulnerable groups. On the tax reform frivg,tax system is made more progressive

by including different elements of labour income in a single harmonised personal income tax
base, and the marginal personal income tax schedsilbd®n steepened. In addition to that, the
government is utilising more presumptive taxation to capture more of those who previously
were able to stay outside the tax net.

Moreover, during the second quarter of 2010 a number of other measures were ¢akkofah
requirements such as the reform of local administration and the publication of monthly data on
state revenue and expenditure.

Meantime, since the first review, progress has been continuous in all of the above areas to
ensure the implementation dfese reforms and to guarantee the anticipated results. In addition,
the Greek government remains committed to maintaining the same pace in the following
qguarters with structural reforms being introduced in significant areas. To mention a few,
progress is going at the Hellenic Statistical Authority with regard to the implementation of
the agreed Action Plan and the improvement in the quality of the data provided. Moreover, the
new law for the reform of the fiscal framework has been adopted by the Patliantkis the

basis for the draft of the 2011 budget, while the role of the General Accounting Office has been
significantly enhanced. Legislative proposals that address the issues outlined in the Economic
Policy Programme with regards to road freight tpams and railways have also been approved

by the Parliament. Progress has been made regarding the publication of general government
data, both on arrears and on budget execution (on a cash basis), while work is ongoing on the
establishment of a commitmerggistry. Data on the financial situation of public enterprises
have also been published and will continue to be published on a regular basis at the Ministry of
Finance website from now onwards. Efforts to combat tax evasion have been significantly
enhancd and several initiatives are on the table with the aim of improving the efficiency of tax
administration and controls.

As far as the health care reform is concerned, the pooling of all health care funds in order to
ensure a uniform / coherent system obyision of health care is vigorously pursued, and a
Consortium of social security funds which will act as a unique buyer of medicines and health
care services for all those insured by the funds is foreseen. In addition to that, an electronic
prescriptionsystem is already operative, and it will be filéldged across all health care funds

by the end of the year.

Moreover, the government has launched the process for establishing a simplified remuneration
system for the public sector and has initiated diadogith social partners (ADEDY). Finally,
progress is being made on the adoption of an action plan for public procurement and on the
implementation of the Services Directive.

The government s so far successf ulyapdgenda o f
of significant structural reforms which diligently includes the cornerstones that a successful
programme should build upon, namely, transparency, a credible timeline, and the achievement
of intermediate targets. In that sense, it contributefaymg the foundations of longerm

growth through sustainable public finances. Both the government and the citizens of Greece feel
the crucial nature of the situation and the burden of historical responsibility and are determined
to pursue difficult meases in order to lead the country in a sustainable forteaking and
growth-enhancing path.
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This section contains detailed information on most of the measures scheduled for completion by
end of the third quarter of 2010. A substantial number of thessure=adraws on the efforts
made in the previous quarter which means that to a great extent, this section is also-@pfollow
of the corresponding section on structural reforms in the report submitted in July 2010.
Moreover, chapters 6 and 10 provide infatian regarding the publication of general
government data and data on the financial situation of Public Enterprises, respetalkdial

in Annex B contains a list of all measures with a short description on the state of
implementation for each one.

5.1 Tax Reform

The Greek governmentdés tax reform strategy aim
and chronic problems of the Greek taxation system which may be summarised as follows:

1 High tax evasion:Greece has the largest VAT gap in Eurcp@ gercent), well above the
average (12 percent). With similar tax rates, revenue efficiency is significantly lower than
the EU average (around 20 percent lower, or 5.5 points of GDP below average).

9 Perceived high levels of corruption and lack of transpanecy in tax administration
weakens tax discipline.

1 Low effectiveness of tax administration operationswith core operationgregistration
of taxpayers, taxpayer services, control of return filing and payment, audit of tax
compliance, resolution of tax disies, and collection of tax debts) ineffectively
addressing systemic probletnsittle or no impact has been made on the very large
informal economy; late filing and payment is widespread; collections from audit activity
are low; tax disputes are high ane aising; debt collection rates are low and the large
stock of tax arrears is growing.

The low rate of tax revenues as percentage of GDP in Greece is thus better explained in terms of
structural weaknesses rather than tax rates.

Tackling tax evasion andouption in tax administration is a key government priority. In 2010
major interventions and initiatives took place with the aim to overhaul the taxation system and
tax administration. Most of the necessary institutional steps have been completed, aviyile m
others are in progress.

The key areas of interventions are:

9 Taxation system
9 Combating tax evasion
I Tax administration

For all of these three areas actions may be separated into:

9 Shortterm actions with immediate outcome
1 Mediumterm reforms with timéo-performance within 1 to 2 or 3 years

The main elements of the above mentioned reforms are presented in sédtibn® 4.1.3
below.

Additionally, the government is trying to increase tax awareness among citizens and create a
new tax culture in the @ek society. To this end, the Ministry of Finance launched an open call
inviting citizens to submit their video concepts on a campaign for promoting tax consciousness
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and discouraging tax fraud. This action aims at mobilising society against tax evagiah an
changing the established attitude towards the tax administration.

5.1.1 A new framework to enhance tax compliance and tax collection

Actions against tax evasion

For the first time Greece has developed an effective policy to counter tax evasiomreagthsh

tax compliance. Law 3842/2010 was the first step towards introducing innovative changes
aimed at addressing tax avoidance and tax evasion in Greece. At the same time the Greek
government proceeds with administrative changes and targeted actilcaian plans with the

aim to establish a coherent framework to enhance tax compliance.

The major changes and reforms introduced by Law 3842/2010 (and Law 3888/2010) in order to
assist the effort against tax evasion include:

T All incomes are determined cen accounting basis abolishing imputed and autonomous
taxation which have been the norm up to 2010 for a number of professional categories, such
as kiosks, gas stations, taxis, lottery agencies, -apemarket traders of agricultural
products, subagent$ mewspapers and magazines.

9 Benefits in kind (goods or services) provided to corporate executives are treated for tax
purposes as income belonging to the beneficiary (e.g. cars).

1 Methods have been established for ascertaining minimum taxable income gayeess
calculated based on verified living expenses.

9 Higher penalties are imposed for substantial tax violations (i.e-issoance of tax
documents).

1 Fines imposed by auditing bodies concerning ascertained and undisputable violations (i.e.
nonrissuance btax documents) are issued immediately.

1 The necessary conditions for conciliation are becoming harder (increase of the fine,
immediate payment) for significant violations (issuance and receipt of false or fictitious
invoices, norissuance of tax documets

1 The operations of business facilities are suspended in the case when tax evasion offences
have been ascertained.

9 Offshore real estate companies are taxed.

1 Seli-control criteria are established and voluntary tax compliance is increased by setting
stricter performance indicators, terms and preconditions of selection procedures.

1 Business taxcredentials are established by statutory auditors and certified accounting offices
(accountant$ tax consultants) that will certify company tax liabilities, soundra#dsook
keeping, accuracy of tax data and tax returns.

9 Offshore companies transactions are controlled.
9 Control of pricing practices between parent company and subsidiargnéaeed.

As of 1/1/2011:
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All business transactions, including payroll trangs, are required to take place through
the banking system.

Invoices exceeding Euro 3,000 between companies or between companies and the state shall
be settled by electronic means only.

All transactions above Euro 3,000 between professionals will hetttdfermade through a
professional bank account and accompanied by a simultaneous transfer of all the respective
information to the General Secretariat for Information Systems (GSIS).

All transactions above Euro 1,500 between professionals and individilldi® wequired to
be made by credit card, through a bank account, or by cheque payment.

The Greek government also introduced a number of new provisions to support and increase the
effectiveness of the tax control mechanism:

T

The General Secretariat of tmfation Systems (GSIS) now conducts crdssckings based

on risk criteria, and has been granted access to all levels of government data of financial
interest, including a c¢omplData receive@ fpomothary o f
countries in he context of tax information exchange agreements are now included in the
crosscheckings programme.

A procedure by which businesses are ceased is activated in cases of persistent non issuance
of receipts.

Receipts in the case of freelance service prosidgdould be issued upon completion of
services and not upon payment, in order to combat tax evasion.

A confiscation procedure is introduced for banks in case of debts owed to the State.

From 2011 onwards audits to individuals and enterprises will balynaased on the
outcome of crossheckings using sampling techniques. An annual programming for regular
and temporary audits is established.

The Integrated Information System of Controlling Services (ELENXIS) which will support
an objective, automatic drreliable riskanalysis system for the selection of audit cases at
the central level will become operational during the first semester of 2011. The same system
will allow systematic record keeping of all audits.

From 2011 onwards tax declarations will sebmitted exclusively in electronic format,
through the internet.

Provisional controls are intensified, especially through the use of results from cross
checkings and eante controls.

Additionally, the Financial and Economic Crimes Unit (SDOE) has be@stablished and
reinforced with powers to issue tax fines on the .spating the first seven months of 2010 the
effectiveness of the auditing and control mechanism has significantly improved compared to the
same period of 2009. Penalties and unpaid tthaswere reported as a result of SDOE audits

in the first seven months of 2010 exceed 2.4 billion euro compared to 1 billion euro during the
same period of 2009.
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Table 5: Financial and Economic Crimes Unit audit results JanuaryJuly 2009 and 2010

7-months 2009  7-months 2010 % change

Unpaid taxes reported 142,589,942 325,294,803 128%
Fines and penalties 913,158,137 2,097,264,139 130%
Total 1,055,748,079  2,422,558,942 129%
Number of violations detected 94,142 129,808 38%

5.1.2 Collection of tax arears

As of December 31st 2009 a large stock of revenue arrears has been recorded in the debt
register, of which only a small percentage may be actually collectable. By end of December
2009, accumulated tax arrears were more than 33 billion euro, ingl@dnbillion euro in
disputes, of which less than 8 billion euro were featured as collectable. More than 1 million
individuals and companies appear in the public records as owing taxes and other debt to the
state.

Revenue arrears are 54% tax arrears ¢tdimed indirect taxes) and 46% non tax arrears (fines,
penalties and loans). Fines and penalties, which exceed 11 billion euro, exhibit the lowest
collectability rate, at less than 1%. Collectability rate with respect to the total amount of revenue
arreards estimated at less than 3%. This can be attributed mainly to the following:

T Arrears recording is outdated and registers include arrears with zero probability of being
collected (including bankruptcies and lapsed cases).

1 Responsibilities for the collectn enforcement are spread and fragmented across the
network of local tax agencies and lack horizontal coordination and supervision.

1 Collection enforcement operations have been weak and ineffective mainly due to staff
reluctance to follow harddged enforement actions.

1 Access to payment arrangements has been proven to be too loose; no analysis of
debtorsd capacity to pay has ever taken pl a
been quite ambiguous.

1 The dispute resolution process for cases takenud canges from 5 to 8 years and very
often dispute is being used as a means to defer payment.

The Ministry of Finance so far has initiated a number of legislative interventions and actions to
increase collection of tax arrears. The major legislativerentions in this context include:

1 Expansion of the scope of the provisions for clearing on reciprocal counterclaims
between individuals or legal entities and the tax system.

T New provision to allow central tax administration to set up compulsory coltectio
procedures (including confiscation), previously under the exclusive competence of
decentralised tax agencies.

1 Suspension of the existing ad hoc procedures for the settlement of tax arrears and
establishment of horizontal settlement rules including disiso@and repayment in
instalments.

In May 2010 the Ministry initiated the implementation of a formal project plan, with three key
objectives: maximisation of revenues coming from arrears, improvement of the MIS system and
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business re&ngineering and colléon procedures redesign. As part of the implementation of
the project plah

1 A number of data crosshecking activities have been designed and the reports produced
have been thoroughly analysed.

1 A specialised working team has been established for the nmeplkation of activities
that have to be undertaken as an outcome of the datactreddng analysis process.

9 Collection enforcements to small and targeted groups of taxpayers identified through
the data matching analysis process have been undertakea Working team in order
to test collection methodol ogies, the effic
and the effectiveness local tax offices.

1 Mechanisms regarding oversight and monitoring of the progress of pilot activities are
being developg on a systematic basis.

Table 6: Collection of tax arrears

Tax arrears collected 1/1/20180/9/2010

Individuals 666,296,553
Companies 461,153,928
Total 1,127,450,482

1 Finally, a dedicated task force on tax arrears (see below) has been created with th
to develop and implement a concrete action plan on the collection of the existing tax
arrears and to facilitate the establishment
management and collection.

5.1.3 Tax administration

One of the key challenges improve revenues and to promote effectiveness and justice in the

tax system is the improvement of tax administration operations and strudtoeeslinistry of

Finance implements a number of actions and measures to impftectiveness of tax
administration operations in core operationssuch as taxpayer services, control of return

filing and payment, audit of tax compliance, resolution of tax disputes, and collection of tax
debts. In terms of time horizon the Ministryos

9 emagency or ad hoc actions to improve collection of taxes and auditing operations as a
means contributing to the fiscal adjustment effort

9 medium term structural actions to improve core operatibnisoth in central and
peripheral servicesin a permanent areffective way.

Ad hoc and emergency actions include:

9 Reorientation of the auditing forces by intensifying the ismnal controls that have
proven to be more effective in the effort to improve VAT compliance and collection. This
action refers to localak offices, which are mainly responsible for executing the
provisional controls to individuals and enterprises (including proper book keeping, VAT

2 See also Anneg.
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declarations crosshecks etc). Local tax offices have been asked to dedicate auditors and
they have set sp#ic quantitative daily, weekly and monthly targets. At the same time
central tax administration authorities have set up for the first tilnecooperation with

the GSIS an electronic system to supervise the performance of each local tax office.

1 Human esources reorganisation with the appointment of new directors in most of the
local tax offices and through added working power in those offices where particular
performance deficiencies with major revenue losses have been detected. The appointment
of the rew directors was based on the new staff and executives selection law that seeks to
promote transparency and qualificatidrased selection of executives in the public
administration.

1 Ad hoc information systems supported by the GSIS to local tax officésond the
absence of permanent mechanisms for the organisation and prioritisation of audits and tax
arrears collection operations. The GSIS in cooperation with the central tax authorities
implements crossheckings based on risk and collectability critenmal produces lists of
taxpayers with higher probability to evade or higher capability to pay their arrears. The
local tax offices prioritise their auditing and collection efforts based on these lists.

I Tax settlement of past financial years to releaset amdi administrative resources from
tax dispute and to promote collection of tax arrears.

Box 1: Tax Settlement Law (3888/2010)

The Tax Settl ement Bi |l l is a government
new tax framework, which allowsitizens and businesses to clear their past tax dispute
cases on a voluntary basis in exchange for a fee.

Currently there are:
- Over 30 billion tax arrears owed by 1.3 million Greek citizens
- Over 4 million unaudited tax cases
- Over 150,000 tax casesmuing in courts

It takes an average of 7 to 10 years to reach a final court decision on a tax dispute. This
the statebs ability to act promptly and
tax evasion and corruption by tax auikies.

The purpose of the settlement, therefore, is to:

i Free up State resources for tax collection from 2011 onwards by unblockir
cluster of pending tax cases and investigations

9 Draw a clear line at past practices and habits

i Foster and promote a newrsse of tax payer compliance and a relationship of |
between citizens and the State.

A voluntary settlement with the tax authorities will result in a legal, final and irrevo
resolution of tax disputes and will put an end to any tax investigdtiahand potential asse
seizure.

The Tax Settlement Bill covers:

I Unaudited tax cases (excluding very large companies)
I Cases pending in administrative courts in first and second degree jurisd
(excluding those that have been presented before agpatlarts).
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9 Arrears to the State
The Tax Settlement Bill excludes:

1 Unaudited cases for which unofficial financial records have been seized

9 Cases concerning taxation on ships, real estate, real estate transfers, inhe
donations, dowries, and pareribanefits

9 Individuals subject to Large Real Estate Property Tax

I Tax cases involving firms listed on the Athens Stock Exchange

I Tax cases involving forged or fake documents

Settlements will be handled by the General Secretariat of Information Systems)(&hd8l
calculated based on:

1 Income tax declarations (in accordance with declared gross income)
9 The amount of principle tax and fines pending in courts
1 The amount of principle tax and fines in arrears

There will be no negotiation process with the tax autiesr The Tax Settlement Bill is not
free ride. It i's set in the broader <co
create a fairer taxation system by broadening the tax base and cracking down on tax eva

The Tax Settlement draws adinvith the past in a fair, objective and transparent way to re
justice and i mprove the countryds tax ¢

The deadline for the settlement for both individuals and enterprises is Noverib&h285SIS
has sent over 1.#illion settlement papers which include about 4.9 million unaudited f
years that taxpayers may proceed and settle by paying a total amount of about Euro 4
Tax settlement is not obligatory so the tax authorities are estimating about Euibidn3rb
revenues from this action.

Tax Settlement Pay checks and amounts

Number of pay checks issueq Number of financial years covered Total amount

Amounts | 1,407,035 4,891,620 Euro 4,067,592

At the same time the Ministry is preparing major reformthe tax administration with medium
term horizon of performance including:

1 Reorganisation of the local tax offices

1 Reorganisation of the central administration

9 Operation of a temporary structure of five task forces

1 New Management Information Systemssupport all of the core tax operations

1 Major overhaul of the judicial procedures by the Ministry of Justice including the solution
of tax disputes

Re-organisation

For the reorganisation of the local tax offices the Ministry of Finance conducted a stuthe
performance of Local Tax Offices. The findings of this study will be incorporated in the project
for the reorganisation of tax offices that is going to be implemented in the forthcoming months.
The project will include: changes in the geographaiatribution of offices, mergers of tax
offices, improvement in the distribution and utilisation of human resourcesgaaisation and
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prioritisation in the core operations of the offices.

The central administrative structure of the Ministry will alsargde within the next few months

aiming at reducing the fragmentation of the core central operations and at the reallocation of

resources to services exhibiting particular weaknesses.

Five task forces

As part of the tax compliance and anti tax evasionesiyathe Ministry of Finance has set up a
special administrative structure which willcies on specific areas of the economy where a
significant loss in tax revenues has been detected. The new structure is made up of five task
forces coordinated by a stemgi committee under the instructions of the Minister of Finance.
The main targets of this special structure is to elaborate and implement action plans in
cooperation with the tax administration staff and to promote the establishment of permanent

structuresand operations in the central tax administration.

The task

=a =4 —a

forcesbo

activities are concentrated

Implementation of the new tax law

Implementation of an intensive tax arrears collection system
Secure greater control over the top 1090dayers

Tackle evasion over high wealth individuals and theeiployed

T Introduction of a systematic approach to filing enforcement.

In cooperation with the technical assistance team of the IMF and EU the task forces prepared
action plans and set quéative targets and progress indicators. The steering committee

approved the action plans.

Table 7: Action Plans of Task Forces

Project to implement the artevasion plan Start up:

20102011

SubLINR 2 S O
new tax laws

LY

LYLX SYS

Install transitional project management arrangements
implemert the antievasion plan

M® LYLX SYSyid GKS 320SNYyYS:
2. Implement an intensive tax arrears collection program
3. Secure greater control over the top 1,000 taxpayers
4.Tackle evasion of HWIs and high income-aeiployed
through riskbased efiorcement

5. Introduce a systematic approach to filing enforcement
1.1 Set up Task Force and appoint staff

1.2 Develop implementation strategy and plan, includ
milestones

1.3 Allocate responsilities for implementation and consul
with stakeholders

1.4 Design and implement central monitoring and reporti
system on the implementation of |. 3842/2010, to enst
milestones are achieved

1.5 Raise awareness as to manner of implementation 1
3842/2010

1.6 Training Programme

1.7 Cooperation areas with the other task forces

1.8 Record communication campaign needs regarding
new law and the innovations introduced thereby

1.9 Develop a Management Information System

1.10 Develop process for peshplementation review

Subproject II: Intensive tax arrears collectic 2.1 Set up Task Force and appoint staff
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plan

Subproject Ill: Secure revenues from 1,0l
largest taxpayers

Subproject IV: Tackling evasion hygh wealth
individuals (HWIs) and high income se
employed

Subproject V: Adopt systematic gpoach to
filing enforcement

Management Information Systems

The GSIS implements a number of new MIS that expand its current electronic systems to

2.2 Analyze arrears and categorize based on collectab
age, amount

2.3 Profile major debtors

2.4 Prepare arrears reduction plan amigfine collection
targets

2.5 Modify collection policy, redesign collection procedur
2.6 Establish full time specialist debt collection units as |
of the business reengineering drive

2.7 Coordinate tax debt collection with SSC debt collectic
2.8 Setup special chamber of the Administrative Col
/Redefine timing and deadlines

2.9 Cooperation areas with the other task forces

2.10 Develop a Management Information System

3.1 Set up Task Feand appoint staff

3.2 Identify 1000 largest companies

3.3 Design unit to control and monitor compliance of 1C
largest taxpayers

3.4 Plan rislbased audit strategy

3.5 Modernize audit services

3.6 Audit activities

4.1 ldentification of high wealth individuals (HWI) and h
income self employed (HISE)

4.2 Interfaces with other Task Forces

4.3 Execution of the process to control HWI and (HISE
tax mmpliance

4.4 Prepare Audit Plan to address HWI and HISEviasion
4.5 Publicise the intent to audit high wealth individuals,
well as the outcome of such audits

4.6 Processing and utilisation of audit findings

5.1 Set up Task Force and appoint staff

5.2 Examine international best practice

5.3 Fine tune IT system to support automatic identificati
and followup of stopfilers

5.4 Centralize monitoring and compliance enforcement
stop-filers and allocate fullime staff to this work

5.5 Review filing policy and amend the law where neces:
(e.g. enact default assessment powers)

5.6 Changes in legislatianto accept VAT returns withou
full payment.

Also with respect to withholdig taxes (payroll tax etc.).
5.7 Communication with taxpayers

5.8 Produce statistics and economic data aimed
monitoring the effectiveness of the projeat remedial
action, adjustments where necessary

5.9 Modify¢ enhance current methods aimed at fatzting
taxpayer compliance

5.10 Interfaces with other Task forces

improve registry of taxes and services to tax payers. They also addleeronic operations

and backoffices services to tax administration and auditing authorities. The systems that the

GSIS is launching in the next months include:

1 New Taxisnet (from 1/12/2010) which expands electronic (web) services to taxpayers and
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supprts the provision of obligatory submission of declaration from 2011 onwards
provided for in the new tax law.

9 Expenses card (from 1/12/2010) which will be used by citizens in their purchases
allowing for an electronic registry of their receipts collecfiontheir own use as well as
for the use of the GSIS and tax administration in cobexking of enterprises
declarations.

1 ICIS (early 2011) which is the MIS for the customs services that supports electronic
exchange of information between customs witthie EU as well as the Greek customs
services with their central administration.

1 Interconnection with other public services in order to concentrate information of
economic interest. Ad hoc systems are set up and operational, while the GSIS in
cooperation wh the line ministries sets ups permanent system to harmonize registration
and electronic exchange of information.

1 Elexsis (mid 2011) is the MIS for the auditing services allowing for the creation of audits
registry, violations records and the permanenbrmaatic execution of crossheckings.

Until the full operation of the system the GSIS, in cooperation with tax authorities, has
prepared a crosshecking programme executed using the existing infrastructure.

Judicial system

The draft Law on AdministrativerBceedings prepared by the Ministry of Justice, Transparency
and Human Rights, included a proposal by the Ministry of Finance concerning 4 major
institutional changes designed to accelerate the tax proceedings and to defend the public
interest. These chaag are:

The interim order (injunction) of the Administrative Court has a time-limited duration. If

the Administrative Court grants an interim order (injunction), then it has to review the
conditions of grant, especially if the discussion of the requestggension exceeds a period
that is deemed as reasonable (i-é.rBonths).

Clarification of the burden of proof and the prerogatives (powers) of the Administrative

Court when a judge examines the suspension in a tax trialhe taxpayer has to request the
Court for interim court injunction in order to exempt specific assets from specific coercive
measures taken by the tax authority. It then required to be proven that if this particular measure
which is under examination for suspension, is imposed on thist,athen the result is
irreparable (and not just difficult to repair) damage. This institutional change is entirely
consistent with the Hellenic Constitution and the Convention on Human Rights, since it
provides interim protection for vital assets andetaliccount of the public interest, an obligation
which, under the Hellenic Constitution, is a prerequisite for all actions taken by individuals and
institutions

A single Trial of substance in tax and customs trialsTrials involving up to 20,000 euros are
tried in first instance by the President of the Administrative Court of First Instance (single judge
Court).In second instance, these trials are tried by the President of the Administrative Court of
Appeal (single judge Court)No cassation is allowed.ri@ls involving between 20,001 to
150,000 euros are tried by the Administrative Court of First Instéincee judges Court)
Appeal is allowed, provided that the taxpayer has previously paid 50% of the principal amount
of the tax or the fine, which was puosed by the tax authority and ratified by the Court of First
InstanceCassation is allowed. Trials of 150,001 euros or more are tried in first and last instance
by the Administrative Court of Appeal. Cassation is allowed.
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These rules aim to shorten byd2he unacceptably long current timeframe for pending lawsuits
until a final decision is taken. Thus, a final decision will be issued no later than 3 years since the
date when the appeal was filed (compared-10 §ears under the existing framework).

No rescissions for formal errors and norsubstantial defects of tax administration
decisions. Before rescinding a tax authority decision for formal errors or-sufistantial
defects, the Court must consider two factors: Whether the taxpayer has sufferesnagg da
from that defect, such as being deprived of a right (procedural or substantiwdhatiaer the
damage suffered, can be remedied only if the tax authority decision is rescinded and sent back
to the tax authority to be reiterated correctly.

These instutional changes, (coupled with increased costs for prepaid trial fees, currently
running at such low levels average 50 eurdsthat they provide an incentive to appeal to the
Courts even if the taauthoritydecision does not suffer either in form obstance), are aiming

to:

9 shorten the trial timeframe in tax disputes by 2/3 (from 10 years to 3 years),
1 enable the tax authorities to pursue tax collection, timely and effectively,

1 prevent the abuse of judicial procedures for the purpose of delaying ymempa
while meanwhile orchestrating its final rpayment.

5.2 Reform of the General Accounting Office - implementation of
the Financial Management and Responsibility Act

The Greek Parliament adopted on 17 August 2010 an overhaul reform of the existing fiscal
framework. Law 3871/2010 w&dblishes a new framework for drawing up, executing and
monitoring the government budget, aiming at reinforcing the trustworthiness of state fiscal
policy, while the role of the General Accounting Office (GAO) is significantly enhanced with
the aim of impoving the collection and monitoring of public finance statistics and budget
planning and control.

Strengthening of the role of the GAO

Consistent with the commitment included in the Economic Policy Program of Greece, Law
3871/2010 includes provisions fstrengthening the role of the GAO by widening its tasks and
responsibilities surrounding the budget. More specifically, according to the new law, the GAO
is responsible for monitoring the budget execution of entities of the general government.
Moreover, itis tasked with drafting and updating the meditgmm budgetary strategy for each
economic year and with drafting the quarterly and smmiual report on the execution of the
annual budgets of general government entities. Moreover, the GAO is respomsible f
controlling the financial management of public companies and legal entities.

Provision of safeguards for GAO and personal accountability

Law 3871/2010 lays down safeguards for the staff of the GAO against political interference and
strengthens their aoantability in the production of data and the execution of the budget
through a number of provisions. Disciplinary action is foreseen for the Head of economic
services in case of exceeding job duties and safeguards are put in place for refusing orders tha
come into conflict with the position. Additional provisions of the law clarify the role of the

26



mandator and lay down rules for cases of breach of duty or conflict of interest. Finally, the law
also foresees punishable action in case of lack of jusidicand control of public expenses.

Provision of the necessary resources to GAO

Significant steps are taken with regards to improving the services of GAO by providing the
necessary resources to ensure that GAO can live up to its new responsibilitiegeshisisshe

new fiscal framework. To this end, a ministerial decision has been signed regarding the
implementation of a number of projetkat will be implemented over the period 202012 in

order to support the reform of the GADhese projects aim atkious areas such as the design
and implementation of the reform, the structures and functions of the fiscal framework as well
as support functions and systems and include, among others, the developmeintegrated
system of the financial reporting afeneral government agencies, the restructuring of the
Ministry of Finance organisational structure, the development of information systems at the
GAO and government entitiend the training of personnel. Box 2 provides a more detailed
analysis of the aiin planin support of the reform of the new Fiscal Management Sydtem.
order to carry out these projects, a framework agreement has been signed between the
Secretariat of Fiscal Policy and Information Society.

Box 2: Action plan in support of the reform of the new Fiscal Management System
20102012

An action plan has been prepared to support the reform and refine the targets for each section of
the public administration involved. The action plan includes the following tasks:

1. Action planning and implementation of the reform
1.1 Integrated System of the Financial Reporting of General Government Agencies

1.2 Develop cost models
1.3 Study of Ordinary Budget consolidation and Programme of Public Investments

1.4 Application of accrual accounting
1.5Assets registry (per entity)
1.6 Updating the audit model

2. Structures and Functions
2.1 Restructuring of the Ministry of Finance organisational structure
2.2 Restructuring of the organisational structure of agencies.

2.3 Information Systems (MIS) #te GAO and entities

3. Support Operations

3.1 Technical support to entities on programme budgeting
3.2 Training of personnel (per entity)

3.3 Office Support reform in Ministry of Finance

3.4 Dissemination of resultdiffusion - communication
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Strenghen the institutional mechanisms for macroeconomic forecasts

Another provision of the Economic Policy Programme of Greece relates to the enhancement of
institutional mechanisms for providing reliable official budgetary forecasts. On this front,
efforts ae ongoing and a process of information exchange on macroeconomic forecasts has
been established between the Ministry of Finance, the Bank of Greece and the Centre of
Planning and Economic Research. Anr2xprovides short abstracts on the methodological
tools being explored by the Ministry of Finance to improve its macroeconomic forecasts.

Implementing the new Fiscal Framework

In addition to reforming and improving the capacity of the general Accounting Office, the other
important step in ensuring enhadcdiscal compliance and credibility, is the effective
implementation of the new Fiscal Management and Responsibility Act, which foresees an
overhaul reform of the budget process and the accounting system of the public sector.

The 2011 Budget is the firstudget drafted and executed according to the new fiscal
management and responsibility framework, which lays down:

1 Expenditure caps

1 Contingency reserves

1 Borrowing limits

1 An obligation to submit for Parliamentary approval a complementary budget in case of
overspending beyond reserve provisions

Procedures for controlling expenditure commitments

Obligations for regular (monthly, quarterly, and semnually) reporting of general
government budget execution

=a =4

In order to ensure swift implementation and givlattthis requires the issuance of several
Presidential Decrees and Ministerial Decisions, a project management team has been established
at the General Accounting Office, which is in charge of supervising and coordinating the
implementation of all necesgagnforcement actions.

Significant progress has been achieved so far and substantial efforts are dedicated to the
implementation of the new Fiscal Framework. In detail, the Presidential Decree of the new
Modified Cash Basis of Accounting has been prepaned will be submitted to the State
Council for further action. This decree is the basis for developing the necessary accounting
infrastructure for the introduction and operation of a doebliey accounting system for the
central government. The aim is goadually move from the traditional cash accounting system

to an accurate and efficient accrual accounting system, which ensures the complete recording of
transactions at the time of their occurrence, regardless of the time of implementation of the
relevant cash flows.

In addition, Law 3871/2010 requires the amendment of the Presidential Decree 151/1998 on the
control, settlement and payment of government expenditure, work on which is ongoing.
Moreover, the drafting of the Ministerial Decision that willtaddish the procedures and
timetable for the preparation and execution of the State Budget and of the budget of general
government agencies (other than local government) has been completed and is ready to be
signed, while the Joint Ministerial Decision tivaill determine the relevant procedure for local
governments is currently being prepared.

All Presidential Decrees and Ministerial Decisions will be adopted by end of 2010, so that as of
1 January 2011, the new Fiscal Framework will be fully operational.
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Commitment registry

One of the major reforms that Law 3871/2010 introduces is the establishment of a commitment
registry, where all commitments undertaken by the general government will be recorded. This
will allow the monitoring and reporting of outstandi liabilities and debts of the general
government on a monthly basis. The implementation of the commitment registry requires the
issuance of a Presidential degree that will, among other things, provide a clear definition of
commitment categories and defithe procedures for undertaking obligations. The Presidential
Decree on the establishment of a commitment control mechanism for the general government,
has beemsigned

The General Accounting Office has already sent all necessary tables for recordirg data
commitments to the relevant Ministries. The technical details for filling in data have been
finalised during the last IMF technical assistance visit. It has been agreed that data until the end
of 2010 will be provided by the Ministries to the Generatdunting Office on a monthly basis,

while from January 1, 2011 these data will be provided through a computer application (1IS).
The form that will be used with the wglortal for the submission of data has already been
designed and its pilot operationlvgtart within November.

5.3 Restructuring of the railway sector

A landmark structural reform that was implemented during tReg@arter of 2010 is the
presentation of an overhaul restructuring plan for the railway sector. The restructuring of the
railway sector includes the adoption of a new legal framework (Law on the restructuring,
consolidation and development of OSE and TRAINOSE and other provisions for the railway
sector, that was voted by the Greek Parliament on 26 October 2010) and the jwasehtat
innovative business plan.

Until 2005 all railways services were provided by a single stat@ed company, the Hellenic
Railways Organisation (OSE), which was also solely responsible for the acquisition and
maintenance of the rolling stock as wa$l for the maintenance and improvement of the rail
network. In 2005 OSE was transformed into a holding company and its activities were passed
on to four distinct subsidiaries, TRAINOSE (Operator of railway services), EDISY
(Infrastructure management and imtanance), ERGOSE (Infrastructure construction) and
GAIOSE (Asset management). In 2008 TRAINOSE was separated from OSE (but remained
stateowned) in an effort to enhance the physical separation between infrastructure management
and railway services, as ivd as to open wup the market t o
accumulated liabilities of approximately 10.6 billion euro and the highly unprofitable operations
of TRAINOSE have called for immediate action aiming at bringing, at a first stage, the whole
groupat breakeven point and back to profitability at a second stage.

In this respect a law has been passed through Parliament which envisages all the details for the
drastic restructuring of the railways sector in order to become more appealing to custmmers, t
provide an alternative to other means of transportation and to secure its viability and future
expansion. A parallel objective of the reform is to fully comply with EU directives and
regulations by opening the market to competition and establishingeindept authorities to

deal with regulation, permits granting, complaints management and accidents investigation.
Following consultations between the Ministry of Infrastructure, Transport and Networks and the
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European Commission services, it is acknowledpatithe provisions of the law as well as the
business plan for OSE fulfil all the obligations stipulated in the Economic Policy Programme.

The key measures that are foreseen by the new law are summarized below:

T OSE6s accumul at ed dedbdransferred td the State. Inwaeturnftheen o f f
State will/l get hold of OSEOGs property (all

1 OSE and EDISY will be merged and will undertake the infrastructure management and
maintenance. Infrastructure development ssigned to ERGOSE and real estate
management to GAIAOSE.

1 A contractual agreement will be established with the Ministry of Finance and the
Ministry of Infrastructure for infrastructure compensation according to PD 41/2005 (EU
91/440)

1 IT systems to supporharginal cost allocation scheme and to improve infrastructure
charges monitoring will be introduced

1 Lossmaking passenger networks and routes will be suspended

1 Payroll cost will be reduced by transferring employees to the State, by rationalizing the
payrol structure and by reducing overtime payments and allowances

1 A new pricing policy and rationalisation of itineraries will be established in order to
appeal to customers.

1 A new freight transportation financial framework will be applied through the
implemenation of a new discounts policy for freight transport, a new stalling days
policy and RIV duties policy and new strategic alliances.

1 An Enterprise Resource Planning (ERP) system will be introduced in order to support
cost modelling, budgeting, and finaricdanning in an effective way, and to enhance
internal audit function efficiency and support the implementation of a new procurement
policy.

T OSE6s property wild.l be used to create an
GAIAOSE a business vehicle feignificant future revenue growth.

5.4 Road freight liberalisation

Another significant reform aiming at increasing competitiveness through the reduction of
transportation costs is the liberalisation of the road freight sector. A new law was passed (Law
3887/2010), which removes restrictions on admission to the occupation of road haulage,
including minimum fixed prices, with the aim of liberalising road freight transport and
enhancing competition in the sector. This is expected to lead to noticeaklegohictions and
improvements in the quality of services provided.

Up until now, road freight transport in Greece (both at the domestic and international level)
were carried out exclusively by public transportation vehicles and so far licenses wereitimited
number, while the process of issuing new licenses has been stagnant for a long period.
Consequently, the only means of entering the sector was by purchasing an existing license at a
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significant cost which, depending on the conditions in the markely eawy between 70.000
and 300.000 euros.

The new law envisages that existing barriers to entry to the occupation of road haulage via the
numerus claususegime are abolished and entrepreneurial activity in the field can be fully
admitted on the basis participating in limited liability or S.A. Company. These companies are
required by law to fulfil certain operational, economic and environmental criteria, which
guarantee their operational efficiency and viability, in accordance also with EU requirements.

All new licenses will be issued without any quantitative restrictions but only on the basis of
fulfilling certain administrative criteria. It must be noted that new licenses will be granted only
on the provision that any public transportation shoulddyded out by EURO IV or EURO V
emissions category vehicles. The fee which currently applies for the transfer of licenses will be
gradually reduced and abolished in 2013, ensuring the smooth transition to the new regime.
Existing license owners have theht to either participate in the capital formation of a
transportation company by the value of their license or through renting their tracks to the
company at a price which cannot be lower than the minimum participation rate which the law
foresees for S.Ar L.T.D. companies. In addition, in order to support the development of the
sector, public transportation firms can fall within the provisions of the investment law, which
foresees, among other things, the acquisition or refurbishment of equipmenstéfiation of
telematics, the utilization of modern logistics applications, the replacement of trucks.

The law envisages that transportation prices can be freely negotiated between the seller and the
buyer of the transportation services, depending orvaheme of transported freight as well as

on distance. Under very exceptional circumstances, the State can intervene to set the prices only
for fuel transportation. Finally, a national registry for the public transportation companies is
created within the mistry of Transportation and Infrastructure where all data related to EU
regulation 1076/2009 will be collected.

5.5 Adoption of a detailed statistical action plan

In accordance with the Economic Policy Programme, the action plan for the improvament
Greek statistical data has been adopted following an agreement with Eurostat. The plan aims at
resolving statistical problems and improving collection and processing the government statistics
in order to restore confidence in Greek statistics. Sigmifieneasures have been proposed in
order to develop an action plan to tackle statistical, institutional and governance deficiencies.
Progress with the i mplementation of the so cal
is on track, with a numbef actions being already completed, while others are in progress and
are expected to be completed in the near future. The progress achieved by Greece to restore
confidence and credibility in the publication of statistical data is also acknowledged by the
Ecofin Council which expressed its support the Greek authorities in their effort to reform the
whole statistical framework, tackle the institutional and methodological issues and close the
remaining gaps. The technical support provided by Eurostat wilthgr@ssist in this direction

and will ultimately lead to a substantial correction of the deficiencies in the administrative and
business accounting system, as well as in the statistical system.

Below follows a more detailed account of the progress acdthigveach of the three pillars of
the action plan.
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A. Enhancing Greek Institutional and Governance framework

The first pill ar, AEnhancing Greek I nstitutior
actions. Of these, the appointment of all members oSEAT. (action Al), the preparatory
work for the drafting of a new Regulation of Statistical Obligations (action A3), including the
parameters concerning the evaluation of the quality of statistical data (action A15), and the
decision of EL.STAT. defininghe authorities that participate in the Greek Statistical System
(action A4) have been completed. In addition, the development of the methodology for the
certification of statistical data produced by other agencies (action A5) is almost completed,
while theadoption of the Regulation on the Statistical Obligations (action A6) is at an advanced
stage of finalisation. The drafting of the Regulation on the Operation and Administration of
EL.STAT. (action A7) is at an advanced stage of completion, and the @uogptithe
Regulation (action A8) will be completed after the final draft will be adopted by the Board.

Preliminary work on adoption of the rules of procedures of EL.STAT., including a new
Organization Chart for EL.STAT. (action A9), the thwesar statistal programme (action

A10), and the approval of the first annual statistical program of EL.STAT. (action All) are
underway and will be completed by December 31, 2010. The creation of the new Unit of
Surveys and Studies in EL.STAT. (action A12) will hawemait until 2011 as no recruitments

in the public sector are allowed in 2010. The certification by EL.STAT. of statistical data
produced by other agencies in accordance with Eurostat rules and international standards (action
A13) will be completed durinthe first semester of 2011.

The appointment of the 13 members of the Council of the Hellenic Statistical System (action
A2) has been partially completed since 12 of the members have already been appointed, and the
adoption of the Rules of organisation grdcedure (action Al14) will be decided shortly. The
notification to the Personal Data Protection Authority (action A16) is in progress since contacts
have been initiated with the authority.and finally the appointment of a legal advisor at the legal
Servie of EL.STAT. (action A17) was postponed in order to take advantage of the envisaged
deregulation of the legal services profession under the Economic Policy Programme.

B. Enhancing Greek Statistical Capacity

The second pillar fAEmpaoncipg &teekcBhatesssi oal
regarding the High Level Expert group (actions B1 and B2) are concluded. The establishment of
shortterm consultancy support (action B3), the establishment and implementation of the
consultancy component of thmediumterm technical assistance programme (actions B4 and
B5), the training component of the meditenm technical assistance programme (actions B6
and B7), and the Information and Communication Technology component of the rtediim
technical assistamcprogramme (actions B8 and B9) are in progress; the High Level Expert
group has written a report, and preparatory work has been completed. Significant work has been
done for the remaining actions, including the Structural Business Statistics (actiontt#l1),
population register (action B12), the farm register (action B13), the buildings register (action
B14), the register of rented dwellings (action B15), the vehicles register (action B16), and water
and environment statistics (action B17).

C. Enhancing pblic finance statistics

The third pillar AEnhancing public finance st at
human resources in the Public Accounts Department (action C1), the provisions of information
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requested by Eurostat (actions C3 and),Gie EDP Methodological visits of June and
September 2010 (actions C6 and C9), the improvement of quarterly public finance data using
direct sources (action C7) and the training course for Greek public finance staff (action C10)
have all been completed.

The determination of the impact of recording of swaps on Greek deficit and debt (action C2) has
been completedwvhile the ypdating and completing the registry of public agencies, enterprises
and organizations (action C8) is in progress, and a new prdpadedt effect was submitted to
Eurostat on 1/9/2010.

The recommendations of Greek independent experts (action C13) have been partly satisfied; of
these the establishment of a unit responsible for public accounting issues across the Greek
general governménhas been concluded. The designation of a department responsible for
collecting and processing data on debt bodies outside central government is in progress and the
two MoUs with the Bank of Greece and the Ministries of Interior, Labour and Health dge rea
pending signatures (action C12). These MoUs would also fulfil other obligations in the action
plan as they lay down the tasks of each party in the EDP process (action C11) and make
provisions for seminars for EL.STAT. correspondents in Social Secunigan@ations,
hospitals and Local Authorities (action C5).

Finally, the technical assistance to the General Accounting Office (action C14) and the
broadening of the technical assistance in public finance statistics (actions C15) are in progress,
and the rkevant deadlines will be determined soon.

5.6 Single payment authority and single remuneration system

The Economic Policy Programme envisages measures to simplify and modernise the public
remuneration system and human resource management. The wafgensllabout 32% of
primary expenditure of the central government o
by 80% since 2001. Moreover, the wage bill was 7.6% of GDP in 2009 compared to 6.9% of

GDP in 2001. The asymmet r yhe public scto ik angtleeissie ¢ o mp e
of the current remuneration system which will be addressed by the reform. It refers both to the

ratio of final to starting salary for different education levels, as well as to the level of
compensations across differeministries. For instance, benefits, the allocation and size of

which are not centrally planned, amount to 40% of the total wage bill. Moreover, there are
significant divergences between the average compensation in the public and private sectors in
Greece i 2008, average compensation in the public sector was 40% of the average
compensation in the private sector) as well as in the accumulated percentage growth rate in the
nominal compensation in the public sector compared to other OECD countries.

To this enl, the Greek government has committed to the formation and implementation of a
single remuneration system aiming at the rationalisation of the wage bill in the public sector and
the equal wage treatment of public employees. In particular, the governmsecdrhmitted to
commence procedures for introducing a new consolidated system for salaries and allowances by
end of September 2010. Progress in this area has been accompanied also by progress made in
the creation of a Single Payment Authority, which is § keredient for ensuring efficient
monitoring of public sector remuneration.
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The Minister of Finance and the Minister of Interior met with social partners on the 29th of
September in order to launch the dialogue on the establishment of a simplifieceratioumn
system. At this meeting the framework for a dialogue was set and the main principles are the
following: the new remuneration system should reflect the different kinds of qualifications of
employees, it should be linked to tasks and productivitgyeme to the trend and structure of

the wage bill in other European countries and take into consideration overall labour market
conditions. Questions that will be addressed in future meetings with social partners regard the
coverage of the new remuneratisystem (existing or/and future employees), the selection of
benefits to be integrated in the basic salary, the standardised and objective criteria defining the
amount of benefits, the ratio between final and starting salary, the adjustment of compensatio
according to education, tasks and productivity, whether compensation shall differ by profession
and any suggestions the social partners wish to submit to consultation in the future.

Regarding the Single Payment Authority (SPA) which will support theemehtation of the

new remuneration system, the majority of actions regarding the supporting IT systems, staffing
and office space needed for its activation are already completed. More than 3,900 certified
contacts for the settlement of salaries of emplsyee/e already been allocated in the ministries
and approximately 1,100 more remain to be certified. Moreover, 760 certified contacts (19.5%
of total) have already sent payroll data for more than 323,000 employees (42% of registered
employees of the renecensus). The SPA is currently working towards the final stage for the
activation of the payment system by integrating legal entities of the public sector into the IT
system. The establishment of the Single Payment Authority will be completed by edtiOof 2

as envisaged in the Economic Policy Programme. Moreover, the SPA has activated its safety net
in order to prevent double payment through tax offices. It should be noted that regarding legal
entities of the central government the deadline for submissfigdhe relevant data has expired

and the SPA will begin payments to those at the end of November. Other legal entities are
expected to submit their data until the end of the year and the SPA will initialise payments at the
end of February.

5.7 Public procurement

In accordance with the Economic Policy Programme, an Action Plan has been prepared that will
lead to the establishment of a Single Public Procurement Auth&Ri?4). The Action Plan

has beefiinalised, following consultations with the Europe@ommission and has beagreed

with the Commission servicesThe Action Plan presents the detailed timetable for the
implementation of all necessary actions in order to establish the Single Public Procurement
Authority. According to the Action Plan, thebjectives of the Single Public Procurement
Authority are defined as follows:

a) To act as the central body that will develop a comprehensive policy on public
procurement in Greece and will ensure transparency, efficacy and coherence of
implementation of puiz procurement procedures as well as their compliance with the
EU public procurement law.

b) To contribute to enhanced transparency on the state budget expenses of the central
government and on the contracting authorities of the public sector in respedili®
contracts.
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The Action Plan provides that the competences and functions of the Single Public Procurement
Authority will involve all categories of public contracts, including supplies contracts, services
contracts, public works, design studies, Healtpplies, all public contracts procured by the
bodies and entities of local governance and administratiefin@aced projects and contracts of
high-economic value. ThBational Electronic Public Procurement System (NEPPS), which will

be established bythe General Secretariat of Commerce of the Ministry of Regional
Development and Competitivenegsvolves the creation of an electronic registry of suppliers,

the provision of an electronic call for tenders, electronic award and performance procedures, as
well as the provision for-aotice, ecatalogues, -auction and énvoice services, and also an
online statistical reporting database on public supply contracts. At a first phase, the electronic
system shall be customized to encompass public serviceaasntvhile as a next step it may

be expanded to cover alsgpecurement procedures for public work contracts.

The Single Public Procurement Authority will be independent and composed of members that
have a recognized authority and a demonstrated expartimublic procurement law. The SPPA

shall be vested with the power to exercise legislative and regulétmgtions. More
specifically, the Single Public Procurement Authority will have to be consulted (on a mandatory
basis) on any legislation having anpact on the law and policy of public procurement and
should formally issue its opinion thereon, drafting and proposing to the relevant Ministers the
codification and streamlining of the national legislation, exiewing the transposition of EU

law into domestic legislation, unifying existing administrative practices, drafting standardised
tender and contract documents and developing general binding guidelines for the enforcement
of public procurement rules.

Regarding the control functions of tBéngle Riblic Procurement Authorityhe Action Plan
envisages that the SPPA will be monitoring, measuring and supervising the actions and
performance of all existing structures of the public procurement system, enforcing a direct
mechanism of request of clarifti@ns and collection of information, apply sample checks over
tender documents, ongoing procurement procedures and checks after the award of public
contracts. The SPPA shall also check tenders under investigation for the European Commission
for alleged infingements of EU law and act as an internal auditor on all internal regulations and
operational rules. By end 2012, the request by the European Commission services to confer to
the SPPA the power to adjudicate administrative means of redress will be &xangned.

The SPPA will be vested with the power to exerpiglicy-setting and coordinaticiunctions in

terms of highlighting and prioritizing the strategic areas and necessary issues for legislative
interventions, while it will represent the Greeklarities in the EU institutions and act as the
single contact point with them, while it will also serve as a -delgk by providing
methodological guidance to the contracting authorities.

Finally, the Action Plan envisages the future establishment ofspedtion Authority for public

work contracts, due to the specific characteristics of this category of public procurements. The
Authority will be attached to the Ministry of Infrastructure, Network and Transports and its core
competences will include the etking ofthe maturity of projects and designs, the legality of
tendering documents, the adjudication of objecti@ml the execution of regular and
unannounced checks on projects.

Regarding legislative work on establishing the Single Public Procuremeihiorty, the
procedures for the creation of a legislative committee have been completed. It is expected that
the adhoc draftlegislating committee,consisted of representatives from all competent
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Ministries, will be operational and ready to work on thesffidraft of the law establishing the
SPPA by November.

Finally, the Court of Audit has approved the procurement process for the contractor who will
undertake the creation of the electronic platform for public procurement andatieti@ning
system. Theontractor is expected to commence work by the end of the month.

5.8 Labour Market Reforms

During the previous quarters, the Greek government undertook a number of significant labour
market reforms in order to increase flexibility in the labour mar&ed enhance the
competitiveness of the Greek economy. It is continuing these efforts by implementing further
changes in the curredibour collectivebargainingsystem, as well as in the mediation and
arbitration system.

Following the conclusion of exteive consultations with social partners, there is a convergence
of opinion regarding the final draft version to be submitted to Parliament about Mediation and
Arbitration procedures on collective bargaining. The final draft law has incorporated most
commerts and has been sent for final refinements before its presentation to the Ministerial
Council in November.

Furthermore, the Ministry of Labour and Social Security, in consultation with social partners, is
examining the adoption of legislative provisionmig to enhance further the flexibility in the
management of working time, to extend the probationary period for new jobs to one year, and to
implement the provisions dfrticle 2 par. 7of Law 3845/2010, which allow possible deviations
betweerfirm level and sectoral agreements.

5.9 Services Directive

The screening of legislation under the Services Directive has been completed by the relevant
Ministries, under the supervision of the Ministry of Finance. A first draft of the list of
restrictions that are ding abolished or amended has been sent to both the European
Commission and the IMF in August, while an updated report was forwarded to the European
Commission services in October. Following a technical assistance meeting with the European
Commission andhie IMF, the relevant Ministries were asked to provide detailed justifications
for any restrictions that will be maintained.

Moreover, regarding the operation of an electronic point of single contact that will list all
relevant information for a specifiservice, will provide an overview of procedures for each
service activity to be complied with and will allow common procedures to be completed by
electronic means, the following steps have been made:

1 the Ministry of Interior has sent on 6 September autér to all relevant ministries
concerning the registration and recording of every administrative procedure concerning
the provision of services and the uploading of the information on a special webpage (e
Kep), which is hosted at the electronic platfanfi A HERME S0 .
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1 The content of 2 services has been posted in English and is available for viewing from
the English version of the weiage.

1 The overview of 19 procedures has already been recorded in the Greek version of the
web-page. The scheduled dates dompletion are: 20 September for the Greek version
and 29 October for the English version.

An important next step to increase the functionality of the point of single contact will be the
simplification of the relevant procedures for each service actiVitythis end, the Ministry of
Interior, Decentralisation and{§overnment is in close cooperation with the relevant ministries
in order to issue Ministerial Decisions that will provide for the necessary changes.

5.10 Promoting FDI and investment in strat egic sectors

A groundbreaking reform in the area of promoting FDI and investments is the implementation

of procedures to fast track growbloosting investments, which aims at providing a stable,
transparent framework topedvasdoosgser aluktcngatih
friendly environment in Greece. The fast track system works as an accelerating and
transparency enhancement mechanism for the procedures relating to the implementation of
strategic investments in Greece and allows thediction, within the Greek administration, of

stable, simple, fair objective and transparent criteria relating to the evaluation, licensing and
support of investments.

The government has currently prepared and introduced in the Parliament for votlagahe

framework for fast track relating to strategic investments, which practically sets exclusive
deadlines and deemed approval mechanisms, mostly, within the existing legal procedures. The

draft legislation introduces a special, flexible, transparent efficient framework of rules,

procedures and administrative structures for the materialization of large investment projects
with a positive multiplying effect to the GDP.
i nvest ment 0, corlihgsto whibhea project willequalifyaas such, and details the

fast tendering, licensing, compulsory expropriation and certain judicial procedures. It should be

noted that apart from the financial criteria (proposed investment budget, capex etckast tra

sets a series of cstrategice filters (such as
green and sustainable devel opment, etc), whi c |
growth model.

At the same time, the government has set up a Coeanitinder the Vic@resident, which
works for the disengagement of mature investment proposals, especially in the renewable
energy sector.

In addition, in order to accelerate the approval process for PRiiliate Partnerships (PPP) the
Inter-ministerid Committee responsible for the approval of PPP Projects has been reactivated
(Article 12 of the Law 3840/2010, 31/3/2010). Currently several PPP projects are in the pipeline
and will be materialised in 2011. These include social infrastructure projeitts sectors of:
education, waste management, transport management systems and public buildings. Moreover,
several concession projects are also in the pipeline including the Kasteli airport in Crete, the
construction of new motorways in Attica, the ThraasiPedio Logistics Center, the Elefsina

Thiva motorway and the Leukada submerged tunnel.
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Finally, a continuous effort is underway by the Greek government for the removal of
procedural burdens on promoting exports. In this context, for instardraft law is being
prepared related to the amendment of the legislative framework for exports (Law 936/79). This
amendment envisages the modernization of the requirements for the external trade, the
codification of all existing legislation on exports ahé elimination of bureaucratic burden and

the speeding up procedures.

Box 3: Reform of local public administration-fi Kal | i kr at es 0 FProgr amm

The fAKallikratesodo reform (Law 3852/ 2010) of | o
May 2010 lays dow a number of measures for addressing the current financial crisis and for

ensuring a strengthened role of local governments while guaranteeing their financial
independence and fiscal discipline. The process of issuing all necessary regulatory acts is
proeeeding according to schedule in order to ensure that from 1/1/2011 local administration
produces improved economic results. In particular, 14 Ministerial Decisions have already been

issued, while 6 Presidential Decrees and 19 additional Ministerial Deiaie in the pipeline

and are expected to be issued within 2010 in order to ensure the unhindered operation of new

local authorities.

Greek local authorities have a total turnover that amounts to approximately @lnbdli G/. The
AKalli kratesd reform aims at saving 500 millioc
total revenue. This amount has already been included in the draft 2011 budget. The direct
sources of cost savi ngs sy n)eRemunesation offelectedk a |l | i kr
representatives, (ii) Remunerations of special consultants, (iii) Merging of legal entities and
municipal companies, (iv) Remuneration of free lancers, companies, and other third party
collaborators, (v) Rents, general expensasst of events, consumables, etc, (vi) Studies,

projects, procurements, (vii) Credit Policy, (viii) Transfer of competences and (ix) Attracting
investments and funds. It should be pointed out that savings from the 5:1 ratio that comes as a
resultofthehring restrictions are not included in th
be saved during the following three years. The expected savings will also come from the
revenues side as a result of the efficient development of economies of seafeajry, in the

medium- long term, as a consequence of the effective and efficient management of the new
administrative structure.

More specifically, the aim of the AKallikrates:«
that eliminates any cagd duplication of functions between the central and local government as

well as among the different tiers of local government. It achieves this goal by transferring a

number of functions from the central to local governments (such as development amgplann

in regions, certain health services etc) according to a detailed business plan and following

detailed accounting of operational and fixed costs. Estimated savings are in the order of 55

million euro in 2011.

Mor eover, AKal | i kr aity efstbe stté toenmogitorhaadncontrdl loaal a b i |
authoritiesdé fiscal di scipline through the cre;
resources and building records, the development of a system of economic indicators used for
monitoring and, faally, by assigning the control of all Municipalities, Regions and local
authoritiesé | egal entities (including the audi
requires the use of double entry accounting system in all Municipalities andnRegid the

development of an integrated financial, business and accounting management framework and of
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a framework of transparency with regards to financial management (among others, this requires
to post on the internet all decisions of economic issues).

The new law introduces restrictions in borrowing for local authorities both with respect to the
purpose for new borrowing (investments and debt financing only) and also with respect to
borrowing limits through an explicit numerical rule that links a) theual servicing of bank
debtcapital and interest of local authorities to their current revenues and b) their total debt to
their total revenue. The law also sets concrete measures which aim at the consolidation of over
indebted Local Authorities (Local &egional Restoration Project). The application of the new
credit policy by municipalities will result in a reduction in fees, expenses and interest paid of
around 45 million euro in total until 2013.

Finally, the allocation of government grants to locahatities is done based on demographic,
social and other criteria. However, through Kallikrates, local authorities and are given greater
incentives, by linking grants to fiscal effort, in order to contribute to the improvement of tax
collection efficiency.

Bel ow follows a detailed table on the expected

Table 1: Expected savings resulting from Kallikrates

Total Local Government RevenuyeReport Assessment 2009

Total

Municipalities and Communities 7.900.000.000
Departments 1.850.000.000
Regions 1.250.000.000
Total Revenues 11.000.000.00C
{F@Ay3a RdzS (2 avy![[L 500.000.000
Percentage of savings in total revenue 4,5%
2011 TOTAL (201¢ 2013)

Remunerations of elected representatives F 1TmMODy F 1TmMODy
Remunerations of special associates F ondn F ondn
Remuneration of free lancers & companies F Hndn F Tpdn
Benefits of other types, rentgeneral expenses, F Tpdn F H 80m0aD)
Merging of legal entities and companies F hnon Ff oonody
Reduced cost due to the transfer of F pp®n F mMmmp &y
Credit policy F mndn Ff npdn
Studies- projects- procurements F dondn Fonndn
Savings from expenses reduction 441.800.000 1.186.800.000
Increased efficiency in collecting revenues F cndn F owmp dy
Total savings 501.8000.000 1.501.800.000

Source Ministry of Interior
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Box 4: Financial sector reforms

On the implememtion of the financial sector measures envisaged in the Economic
Adjustment Programme for the third quarter of 2010, the following can be’noted

Regarding the Financial Stability Fund, it has been established and progress is underway for
completing all breaucratic proceedings that will allow the commencement of the hiring
process. As soon as an account at the BoG for the FSF has been created, the Ministry of Finance
is ready to transfer 1.5 billion euro from the second instalment.

Moreover, due diligece reports have been concluded and communicated as appropriate. At
the same time, the bank, which did not pass the July 2010 CEBS stress testhnfitted a
restructuring plan to the European Commission. Following the finalisation of the plan on
10/11/D10, the bank can go ahead with implementation. In the mefitmm the bank has
commenced the settling of accounts of one of its subsidiaries and the contraction of its operating
expenses.

Finally, the legal formalities have been concluded regardingjtiaeantee tranche and the
amount of 25 billion euro is available, should need arise from financial institutions.

FINANCIAL MEASURES

Measures Status of implementation

Financial sector regulation and supervision

Ensure that the Financial Stabilfynd is fully operational Board of Directors has been
appointed

Make available an wdepth study on the strategic options for ~ Completed. lrdepth study has been

the banking sector as well as a preliminary due diligence sent to the Special Secretary for

analysis for those financial entities in which the state has a  Privatizations. Due diligence analys

signifcant stake have also been completed

Following up on the result of the July 2010 CEBS stress test: The bank has sent a restructuring

bank which did not pass the test implemeiserim plan to the European Commission @

restructuring measures under enhanced supervision by the 1 October 2010. Interim restructurin

Bank of Greece. Government provides its full support to this measures are being implemented.

bank and ensures that it complies with the requirement of

implementing a restructuring plan under the EU rules for stat

aid, induding compliance with the 1 October 2010 deadline fc

submission

Support bank liquidity

9y I OGYSy il nddndguargnteetrariclieA 2 Relevant provision included in Law
3872/2010

6. Concrete measures planned to be implemented after the
date of this report

Looking forward, the reform agenda of the Greek government for the last quarter of 2010
includes a sigfficant number of structural reforms aiming at improving the competitiveness of
the Greek economy and addressing Hasding structural weaknesses in the product and labour

® See alsannex Gprovided by the Bank of Greece.
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markets. These reforms aim at eliminating oligopolistic effects and, in thetdong are
expected to lead to higher potential growth and employment.

The key areas of reforms that the Greek government will pursue during the next quarter are: the
restructuring of Public Enterprises, the implementation of a privatisation plan thatswitl ire
estimated revenues of about 1 billion in 2011, the opening up of closed professions, the
liberalisation of the energy market and the reform of the health sector.

In particular, the restructuring of the Public Enterprises will follow along the sas®of the
successful reorganisation plan of OSE (Hellenic Railways Organisation). The main objective of
the restructuring plans is to make all Public Enterprises viable by pursuing updated business
plans and by cutting their operating costs.

Moreover, a comprehensive privatisation plan has already been prepared and will be
i mpl emented during the course of 2011. The
rail, road transport, airports, ports, utilities, the gaming industry and public rei@l. dtamain
objectives focus on leveraging private investment so as to restructure the economy, fostering
economic growth and contributing to fiscal consolidation.

One of the major reforms for the next quarter is the opening up of closed professiodadnc

the legal profession, the pharmacy profession, the notary profession, architects, engineers, and
auditing services. To this end, a horizontal legislation will be prepared by the end df the 4
guarter of 2010 in order to remove restrictions so asréate significant cost savings to
consumers and enterprises, while also removing barriers for new professionals to enter the
market.

Other elements of the reform agenda include the liberalisation of the energy market, mainly by
opening up lignitdired dectricity generation to third parties, adopting plans for phased
transitory cosbased access to lignifiéed generation, managing the hydro reserves, adopting a
mechanism to ensure that the energy component of regulated tariffs reflects wholesale market
prices, and ensuring that network activities are unbundled from supply activities.

In addition, the reform agenda includes the substantial improvement of the business
environment by simplifying and accelerating the process of licensing enterprisespngaopti
action plan for a business friendly Greece, and modifying the existing institutional framework
of the Hellenic Competition Commission.

Finally, significant efforts will be directed towards the reform of the health sector, the
completion of the SingldPayment Authority, the promotion of R&D, the enhancement of
competition in open markets, the completion of the actuarial studies for the new pension law,
and the full implementation of the new fiscal framework.

The main structural reforms to be implemeshtin the fourth quarter of 2010 are presented
below, while TabléE1 in AnnexE outlines all measures planned for ti&gquarter of 2010 and
briefly presents the state of implementation.

6.1 Restructuring of Public Enterprises

Following the succe$sl case of the restructuring plan of OSE, the government is committed to
pursue the restructuring and consolidation of other public enterprises so as to ensure their
viability by elaborating new business plans and by significantly cutting their opercasts,
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This will significant contribute to the overall fiscal consolidation efforts. To this end, the Greek
government has | aunched a comprehensive consul
Special Secretariat for Public Enterprises and Organisabibtiee Ministry of Finance on the

organization, operation and management of Public Enterprises and Organisations under Law
3429/ 05, chapter A6 and of entities under Law
necessary technical assistance and expeiidPublic Enterprises in developing their strategic
restructuring plan.

The Greek government has already signed the first consulting programme for the urban
transport entity ( OASA) , named ARestructuring
governmentseeks to restructure and consolidate OASA in the context of the overall effort to
overhaul the public sector and generate fiscal savings. More specifically, in the framework of
this program, the Special Secretary for Public Enterprises and Organisatibrzrowide
technical assistance to the Ministry of Infrastructure, Transport and Networks in developing the
strategic plan for OASA, which will set the targets, priorities and operational options for the
whole urban transport system. The restructuring pfa@ASA will be based on the objectives

of providing better services to the public, rationalising urban transport through the consolidation
of all entities involved in the transport system and improving human resources management
while at the same time feguarding public interest.

6.2 Privatisation and State Asset Management Strategy

The government policy in the field of privatisation and strategic asset management of the
Hellenic Republic (HR) portfolio is based on the principle of flexible utilisatid private
expertise and capital on state owned assets. The policy focuses on the deduction of public debt
and deficit as well as on the restructuring of the economy and the opening of markets.

The year 2010 has been a planning period for the overakhgeanent of the transactions to take
place in 20142013. Furthermore, the government has appointed advisors for the restructuring
of Hellenic Railways and the privatization of the train operator TRENOSE and has completed a
strategic review for the best aladble options of its holdings in the banking sector. It is expected
that by the end of 2010 the government will have appointed all the necessary advisors for the
transactions scheduled for 2011 as indicated in Table

The year of 2011 also serves as dqueof final scheduling for the transactions to take place in
2012 and 2013. In summary, the HR portfolio comprises of holdings in a number of key sectors
such as: Banking, Energy, Gaming, Telecoms, Ports, Airports, Motorways, Railways, Mining,
Water Mangement, Defence Industries and Real Estate. The government policy considers four
levels of state ownershipcontrolling majority of 51%, blocking minority of 34%, minority of

less that 34% in conjunction with shareholder agreements and full privatisat®well as the

full range of privatisation methods including concession agreements.

The sector decomposition of the HR portfolio together with the general policy framework is
given below:

Banks Agricultural Bank (ATE), Hellenic Postbank, Hellenic Carsnent and Loan Fund,
Attica Bank. In the presence of the current economic circumstances, the government will
manage its holdings with a view to maintain and improve systemic financial stability. In this
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context, the government is planning the immediastrueturing of ATE, whilst managing its
remaining stakes.

Infrastructure, Transport and Telecomghens International Airport (AlA), Regional Airports,
Railways (OSE and TRENOSE), Motorways, Hellenic Postal Services (ELTA), Spectrum
Frequencies. The govwenent policy promotes the extension of the concession of AlA as well as
the immediate study of the best available options for the management of the State holdings in
the company. Furthermore, the government promotes the gradual operating independence of th
regional airports from the Civil Aviation Authority, their conversion to corporations and
eventually to concession agreements wit the private sector. OSE and TRENOSE are currently
subject to severe restructuring, leadings to the privatization of theojparator TRENOSE and

the development of OSE real estate through concession agreements. Moreover, existing State
motorways such as Egnatia and Attiki, will also be managed through concession agreements.
The government policy for ELTA promotes the entry eofstrategic partner with minority
holding and management rights. Finally, spectrum frequency including the digital dividend, are
also scheduled to be privatised through concession agreements.

Energy Public Power Corporation, DEPA, DESFA, Hellenic PetroleIn compliance with the
European Directives, the government policy leads to a partial amendment of corporate relations
between commercial activities and supply networks. The government will manage the State
holdings in DEPA and DESFA in compliance witte above directives, but also conditional on

its policy for the State control of supply networks.

Ports Piraeus Port Authority (OLP), Thessaloniki Port Authority (OLTH), Regional Port
Authorities, Marinas. The State portfolio includes twelve (12) Pothéities that have the

legal form of SA and hundreds other smaller ports. The government promotes the strategic
corporate restructuring of the port system of the twelve Port Authorities as well as the
conclusion of concession agreements. In additiongtvernment promotes the creation of an
extensive system of marinas based on the portfolio of the smaller ports of the country.

Urban Water ManagementAthens Water Supply and Sewerage Company (EYDAP),
Thessaloniki Water Supply and Sewerage Company (EATHg. government is planning a
policy of an overall management of the water supply networks with a view to minimize water
and waste management cost and environmental risks.

Games OPAP, Casinos, Internet Gaming, Electronic Games, Lotteries. The government
promotes the full privatization of the Mont Parnes Casino, the extension of the concession
agreement for games operated by OPAP, as well as the management of the State Lotteries in the
form of concessions. Moreover, the government promotes the rationalishtitternet Gaming

as well as of the Electronic Games through the foundation of an independent supervisory
authority and the sale of limited licenses.

Nickel Production LARCO. The government policy aims at the immediate privatisation of the
company.

Red Estate Hellenic Public Real Estate Corporation (KED), Hellenic Tourism Development
Corporation (ETA), Olympic Properties, Endowments, Real Estate managed by Ministries. The
government promotes the centralised management of theostassl real estate$he primary
method for the development of estates of strategic importance concerns primarily concession
agreements and the creation of homogeneous portfolios of commercial, civil or tourism regions.
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Defence IndustriesHellenic Defense Systems (EAS), Helle Aerospace Industry (EAV),
Hellenic Vehicle Industry (ELVO). The policy of the government for EAS and ELVO promotes
the restructuring and the entry of strategic partners with majority holdings up to 66% of the
share capital and management rights, whef@aEAYV the policy is to restructure the company.

Table 8: Privatisation programme 2011

Company Date o.f % Under % share Privatisation Method
Transaction  State Control sold
4 Airbus A340 Q12011 100,00%  100,00% Trade sale
Casino Mont Parnes Q22011 49,00% 49,00% Trade sale to strategic investor
Athens International Airport Q22011 55,00% - Extension of concession
Frequency Spectrum Q32011 - - Sale of licenses for spectrum frequencies
Hellenic Defence Systems Q32011 99,81% 65,00% Trade sale to strategic investor
Public Gas Corporation (DEPA) Q42011  6500%  30,00% :;':Z;if’gg;;take of DEPA following
TRAINOSE 042011 100,00% 49.00% Trade sale to strategic investor and

assignement of management
upto  Trade sale to strategic investor and

LARKO (nickel mining i 42011 19%
O (nickel mining industry) Q420 55.19% 55,19% assignement of management

Egnatia Motorway Q42011 - - Concessions agreements

Total Projected Proceeds for 2011

Source Special Secretariat for Privatisation, Ministry of Finance

6.3 Opening up of closed professions

An important milestone in the governnted s effort to boost compet.
productivity and growth is the deregulation of professions for which certain restrictions apply.

The exact nature of the restrictions varies among occupations but most usually they take the

form of barriers toentry (fixed number of licenses), geographical requirements and/or fixed

tariffs. Maintaining a highly regulated services sector comes to a significant cost not just to the
economy but also to the society as @&aiswhol e. 1
absorbed while on the other hand competitiveness is hampered, employment decreases and the
guality of services deteriorates. The need for reforms in this area is also highlighted by the fact

that Greece ranks very high at the OECD ranking of countrigsthe most strict barriers to

entry in services. According to a recent study by the Institute of Economic and Industrial

Studies (IOBE), this constitutes a major drawback to potential growth. In particular, IOBE has
estimated that the opening up ohamber of services is expected to have positive effects on

economic activity amounting (in the long run) to about 13,2% of GDP.

Notable examples of occupations where restrictions of several types exist are:
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1 The legal professionwhere outof-town lawyersare legally prevented from taking
up cases in other areas. Moreover, minimum tariffs apply while advertising is
prohibited.

1 The pharmaciesfor which a fixed gross profit margin of 35% is applicable by law.
Furthermore, population criteria set a ceilinghe number of pharmacies in each
administrative area and competition between pharmacies is practicalgxistent.

1 Engineersandarchitects for maintaining minimum tariffs.
9 Public notariesfor charging fixed prices.

The list of restricted professions liong and the Services Directive which has been haorizontally
integrated within the Greek legal framework is aiming at abolishing most of the unjustified
restrictions. A second horizontal law is currently at the drafting stage and will cover almost all
sewices not covered by the Services Directive (including the abwmioned professions).

The only restrictions that will be maintained are those that are justified by reasons of public
interest, in agreement the European Commission. To this end, a legiglatfting committee

has already been set up.

The recent deregulation of the road freight sector, despite the fierce opposition from unions and
license holders who strongly opposed the new liberated framework, demonstrates the
commitment of the Greek gernment to remove restrictions to competition, business and trade
in restricted professions.

6.4 Health sector reform

One of the absolutely critical reforms that has been put in solid grounds in the third quarter of
2010, and on which effort is expedtto further step up in the next quarter is the healthcare
system reform.

Considerable progress has been recorded so far along several policy targets. In particular, a new
legal framework concerning procurement of health supplies and drug tenders adbped

(law 3580/2007 as amended by law 3846/2010) by the end of the year. A public notice was
issued in order for interested companies and stakeholders to file proposals, and a legislative
drafting committee was set up.

One equally important action comoe the establishment of new systems for the management
and pricing of pharmaceuticals that favour higher use of generic medicines, including an
integrated system of el ect r on-prescriptienp Citcwarsi n g
have been is&d in that matter, specifying the quantitative goals to be accomplished, and there
is already some positive feedback from the NHS. Tipeescription project moves forward
swiftly in close cooperation with the Ministry of Labdur

4 Pooling of all health care funds orderto ensure a uniform / coherent systefrprovision of health

care is vigorously pursued, and a Consortium of social security funds which will act as a unique buyer of
medicines and health care servicesdbrthose insured by the funds is foreseknaddition to that, an
electronic prescrifdn system is already operatiite the healthcare sectors of two main funds (OAEE,
IKA), and it will be fullfledged across all health care funds by the end of the year.
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It is also importanttomt e t hat a U3 admission fee for reg.
outpatient clinics of public hospitals is enfo
hospitals (afternoon shift) has been put in place in order to develop and improtedreal

services and increase hospital revenues, including with increased copayments of outpatient and
diagnostic services. The project is being pursued vigorously, the extended pool of payers has

been identified and specific guidelines for the fee cothactiave been issued.

Another essential change that is underway is the completion of the program of hospital
computerisation, upgrading of hospital budgeting systems, reforming of management,
accounting (including doublentry accrual accounting) and finamg systems. However, there

is a need for an extension of the time limit in order to better accomplish this goal (for the first
guarter of 2011), and a discussion with the representatives of the EU/IMF/ECB has already been
initiated n that regard. Once shéndeavour resides on solid grounds, hospitals and health care
units will be in a position to easily publish audited accounts and improve in pricing and costing
mechanisms.

Finally, a very close and intense cooperation is ongoing between the Minigteraote and
the Minister of Health, ensuring greater budgetary and operational oversight of health care
spending by the former.

7. Infra-annual budgetary implementation by social
security, local government and extra budgetary funds

In accordance with theommitment included in the Economic Policy Programme regarding the
provision of data for the general government, the Ministry of Finance has published for the first
time monthly data on the general government deficit for the period January to August 2010.
These data will be updated and published on a monthly basis from now on in the context of the
effort to improve transparency and monitoring of fiscal developments.

The General Accounting Office is responsible for collecting this data from all availalvkeso

(the Bank of Greece, the Hellenic Statistical Authority and other Bodies and Services of the
central government and broader public sector), processing and publishing it. The quality and
accuracy of this data will improve as collection and processiethhods advance. From January

1 2011 onwards, this data will be collected via the public expenditures information system
which is currently in the final stages of implementation. The data includes revenu@®daé
acquisition of financial asseisexpenditure data or net incurrence of liabilitieson a cash

basis. None of these data have been adjusted to the European System of Accounts (ESA 95) and
as such are not strictly comparable with the annual fiscal targets of the Economic Policy
Programme. Hoe v e r it should be noted that the Prog
account quantitative cash targets. According to the available data, the general government
deficit on a cash basis for the period January to August 2010 is calculated at 14,1lf@5 mil
euro.

In addition, the Ministry of Finance, as part of the provisions included in the Economic Policy
Programme, has published for the first time data on arrears of the general government for the
period January to August 2010. From now on, thesewliditbe provided on a monthly basis

and their quality and accuracy will be significantly enhanced, when the public expenditures
information system becomes fully operational. Based on available data, arrears for the State
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Budget by end of August amount t@604 million eurd. For the general governménarrears

up to 317-2010 are estimated at 7.2 billion euro, 5.3 billion of which concern hospital debts
which have already been taken on board under law N.3867/2010, and for which repayments
have already bem. The repayment of this debt has already been accounted for in the
projections for the 2010 general government fiscal regudeicit and debt.

The Ministry of Finance is committed to continue improving the quality of fiscal data published
and to crea strong mechanisms and institutions dedicated to transparency and accountability
for its citizens and its international partners, thereby securing a sustainable fiscal adjustment.

To this end, a comprehensive project is underway for the establishment offal nt egr at ed
System of Financial Reporting of General Government Agencies in accordance with the
European System of Accounts 1995 (ESA 95) and standard Public Finance Statistics
GSFM2001060 for the monthly and quamebnteThelayn f i scal
of this project is to establish an integrated mechanism for the effective management of fiscal
reporting of the general government, which will also produce interim reports according to
specific information needs. This will also enhance thegibility and the quality of the data

provided and will improve fiscal monitoring and fiscal discipline. The first phase of this project

includes the implementation of the Consolidated Financial Reporting in a sample of entities
(central government andee entities of the general government). Progress so far includes: the
alignment of financial reporting of general government with the standard ESA95/GFSM2001,

the analysis of financial reporting standards, the design of financial reports, and the
identification and development of code structure information (in process). The second and the

third phases of the project, which will extent the existing system to the remaining general
government entities, will begin simultaneously by the end of the first phasewéinbe

completed by the end of 2011.

Table9 presents for the first time a comprehensive picture of the General Government. Field 1
of the table presents state budget data as published in monthly Budget Execution Bulletins and
fields 2, 3 and 4 presettie financial standing of other public sector bodies as reported to the
Ministry of Finance by the Bank of Greece. Overall, based on the data available, the General
Government deficit on a cash basis for the period January to August 2010 is calculated at
14,172.5 million euro.

Table 9: General Government Data (Provisional Cash Data)

2010 2010
SUMMARY TABLE JarrJul JanAug
1. State
Total Revenue 29,945.4 33,700.0
Ordinary budget 28,668.7 32,390.0
Public investment program 1,276.8 1,310.0
Total Expenditure 42,274.9 48,420.5

® It should be noted that under the Economic Policy Programme all debts in arrebis begaid off at
the end of each year. This has been taken into account for the projections for the State Budget deficit, as
well as the Draft Budget for 2011 and both with include this data.

® Data have been collected for 893 of the 1543 Bodies regstd wi th ELSTATG6s Gener al
Bodies Records.
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Ordinary budget 37,849.7 43,511.5

of which: interest 8,913.1 10,682.0
Surplus/deficit -12,329.5 -14,720.5
Primary surplus/deficit -3,416.4 -4,038.5
Net acquisition of financial assets 4,1174 2,785.4
Net incurrence of liabilities 17,833.5 18,085.5

of which: other general government units 972.9 1,376.9
Discrepancy 1,386.6 579.6
of which: adjustments in public accounts 1,111.6 -0.4

2. Extrabudgetary Funds

Surplus/defidgt -180.0 -105.0
Net acquisition of financial assets -134.0 -47.0

of which: other general government units 75.0 177.0
Net incurrence of liabilities 46.0 58.0

3. Local Governments

Surplus/deficit 194.0 221.0
Net acquisition of finarial assets 116.0 136.0
of which: other general government units 0.0 0.0
Net incurrence of liabilities -78.0 -85.0
4. Social Security Funds
Surplus/deficit 63.5 432.0
Net acquisition of financial assets 68.5 438.0
of which: other generajovernment units 897.9 1,199.9
Net incurrence of liabilities 5.0 6.0
GENERAL GOVERNMENT
Surplus/deficit -12,252.0 -14,172.5
Net acquisition of financial assets 3,195.1 1,935.6
Net incurrence of liabilities 16,833.6 16,687.6

Note: Provisional datg amounts in million euros; data are on a cash basis and are not adapted according
to ESA. Source 1. Ministry of Finance (Budget Execution Bulletins); 2, 3 & 4: Unpublished data
provided by the Bank of Greece.

The Ministry of Finance is commétl tocontinueimproving the quality of fiscal data published
and tocreatestrong mechanisms and institutions dedicated to transparency and accountability
for its citizens and its international partners, thereby securing a sustainable fiscal adjustment.

Moreover, the following tables (tabld® to 12) present detailed information on the budget
execution of the 3 main social security funds (IKA, OAEE and OGA) for the first 9 months of
2010.

Table 10: SOCIAL INSURANCE FOUNDATION (IKA)

2010 BUDGE" SEPTEBER PERIOD

JANUARY ftc

SEPTEMBE

State Grants 3.643.200.000 302.349.573 2.741.146.871
Taxeg fees for IKA 31.520.000 34.250.619 124.028.636
Contributions 11.657.469.109 872.026.802 8.883.393.527
Contributions from employers 7.325.327.768 572.464.86 5.826.357.578
Contributions from workers 4.286.661.340 299.561.966 3.057.035.949
Revenue from the business activity of IK/ 1.357.797.061 37.224.383 851.797.010
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Premiums, Fines, Financial Penalties anc
Fees

Other revente

TOTAL REVENUES

Payments for services
Wage costs
Contributions (main pensions,
supplementary pensions etc.)
Payments for purchase of consumer
goods
Transfer payments to third parties
Other expenses
Reserves
TOTAL EXPENSES

Cash
Securities
Loans to thircharties
Loans from financial institutions and
organisations
Outstanding obligations (a+b)
a) Outstanding obligations to
entities outside the general government
b) Outstanding obligations to
entities of the general government

Source Ministry of Labour and Social Security

191.785.000
4.400.927.631
21.282.698.801

16.887.063.808
741.730.556

15.628.680.390

418.012.270
161.445.178
4.102.253.250
65.000.000
21.633.774.506
end of 2009
1.169.774.755
3.931.300.811
3.039.639

0
10.362.588.587

8.500.845

10.354.087.742

5562.142
41.700.337
1.288.103.856

1.212.198.638
42.575.679

1.141.865.721

21.828.140
1.046.786
12.870.%6

1.247.944.130

August
1.129.071.821
2.636.691.887

2.970.748

0
10.599.575.015

11.715.094

10.587.859.921

4.592.318
153.215.527
12.758.173.889

12.312.062.817
477.883.964

11.544.401.023

191.646.283
10.556.325
119.743.888

0
12.634.009.313
September
1.155.928.260
3.269.024.998
2.926.973

10.769.650.888
14.412.077

10.755.238.811

Table 11: SOCIAL SECURITY FOUNDATION FOR THE SELF -EMPLOYED (OAEE)

State Grants*
Taxesg, fees for OAEE
Contributions
Contributions from employers
Contributions from workers
Revenue from the business activity of
OAEE
Premiums, Fines, Financial Penalties an
Fees
Other revenue
TOTAL REVENUES
Payments for services
Wage costs
Contributions (main pensions,
supplementary pensions etc.)
Payments for purchase of consumer
goods
Transfer payments to third parties
Other
Reserves
TOTAL EXPENSES

Cash
Securities
Loans to third parties

2010BUDGET

911.120.000
57.686.000
3.024.911.000
0
2.584.911.000

102.770.100

30.952.000
495.441.000
4.622.880.100
4.389.744.500
80.184.700

4.081.942.800

947.000
17.036.000
554.642.850
39.150.000
5.001.520.350
end of 2009
111.741.809
296.310.341

0

SEPTEMBER

100.009.779
6.861

263.667.910
0

263.667.910

507.534

350.023
30.233.948
394.776.055
309.509.859
4.826.954

286.881.7&

53.626
16.350
32.757.539

342.337.374
August

78.311.301

178.045.558
0

PERIOD
JANUARY to
SEPTEMBER

1.026.522.502

12.578.956

2.169.808.760
0

1.949.808.760

12.319.475

1.377.304
308.495506
3.531.102.503
3.093.786.813
51.790.505

2.877.961.704

681.254
479.031
309.624.888

3.404.571.985
September
262.242.202
233.281.033

0
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Loans from financial institutions and
organisations
hdziadl yRAY3 206f A3l
a) Outstanding obligations to
entities outside the general government
b) Outstanding obligations to
entities of the general government

o

0

0

0

0
0

0

0

0
236.987.101

4.825.230

232.161.871

Source Ministry of Labour and Social Sedty, Note *Grants from the state budget have increased

Table 12: SOCIAL SECURITY INSTITUTION FOR AGRICULTURE (OGA)

State Grants
Taxes, fees for OGA
Contributions
Contributions from employers
Contributions from workers
Revenue from the business activity
of OGA
Premiums, Fines, Financial Penaltie
and Fees
Other revenue
TOTAL REVENUES
Payments for services
Wage costs
Contributions (main pensions,
supplementary pensions etc.)
Payments for purchase of consumer
goods
Transfer payments to third parties
Other
Reserves
TOTAL EXPENSES

Cash
Securities
Loars to third parties
Loans from financial institutions and
organisations
hdziadF yRAY3 206f A
a) Outstanding obligations to
entities outside the general governmer
b) Outstanding obligations to
entities of the general government

Source Ministry of Labour and Social Security

2010 BUDGET

4.328.000.000
945975.000
1.273.600.000
6.000.000
627.600.000

115.780.000

0
32.070.000
6.695.425.000
7.069.334.000
30.290000

6.968.450.000

2.620.000
132.596.000
6.370.000
3.080.000
7.214.000.000
end of 2009
328.890.254
1.564.503.471
0

0
74.212.624

47.005.810

27.206.813

SEPTEMBER

316.200.000
78.800.000
204.520.584
0
124.520.584

0

0

63.961
599.584.545
465.530.389
1.763.546

459.699.788

87.912
367.848
91.212

466.077.363
August

271.622.056

1.364.937.464
0

0
331.900.000

66.900.000

265.000.00

PERIOD
JANUARY to
SEPTEMBER
3.247.314.000

760.259.888

711.296.371

4.378.446

431.917.925

22.861.702

7.254
2.702.318
4.744.441.533

5.203.107.940
18.911.132

5.149.872.409
407.422
12.876.%9
185.065

5.216.577.396

September

350.433.361

1.364.937.464
0

0
250.754.731

67.929.761

182.824.970
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8. Government debt issue and reimbursements

Tablel3 presents data on public debt developments in the first 9 months of 2010.

Table 13: Public debt developments in the first 9 months of 21D

BORROWING
2010 (nominal values) AMORTISATIOI INTEREST
JANUARY 6,190 5,026 606
FEBRUARY 8,000 1,912 265
MARCH 5,000 383 1,927
TOTAL TQUARTER 2010 19,190 7,321 2,798
APRIL 9,859 12,849 542
MAY 22,116 11,025 2,058
JUNE 0 2,023 335
TOTAL"P QUARTER 2010 31,975 25,897 2,935
JULY 4,496 3,785 3,182
AUGUST 0 18 1,769
SEPTEMBER 11,049 916 970
TOTAL®QUARTER 2010 15,545 4,719 5,921
TOTAL FORMONTH PERIOD 66,710 37,937 11,654

Source Ministry of Finance, Geneail Accounting Office

9. Permanent and temporary public sector employment
developments

Table 14 presents the development of permanent personnel in the public sector since the end of
2009. The dataincludespermanentstaff of the central administration, public entities, local
authorities,state &galentities ofprivate law, security forces, military personnel and churchmen.

It should be noted that datar end 2009 have been updatmpared to the data included in

the report submitted in July. The difégrce results from the fact that the Ministry of Education
hadincorrectlyincluded in the number of permangrrsonnekubstitute teachers and hourly

paid teachers, whilsomedata for local government personmegre missing (10% of local
authorities hadot submitted data)lhe data for end September 2010 argliminary and will

be updated after the completion pfocessing the data dhe census of all public sector
employees.
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Table 14: Permanent employees in the public sector
Permanent personnel Permanent personnel

Public Sector Empl@es 31/12/2009 30/9/2010

Total 769.975 737.641(%)

Source Ministry of Interior, Decentralisation and-§overnmentNote not final data yet

Regardinghe number oftemporary personnel and project or fixiedm @ntracts a significant
reduction is observeth 2010 compared to 20Q9%specially for local authorities, where the
reduction amounts to about 90%. The reduction in the case of Ministries and legal entities is of
about 38%, above tharovision of 30% inclded in the Update of the Hellenic Stability and
Growth Programme

Table 15: Comparison of approvals for temporary personnel andoroject or fixed-term
contracts for 2009 and 2010

2009 2010
Ministries- Legal entities Ministries- Legal entities
Temporary I_Droject or Temporary I_Droject or w0
fixed-term TOTAL fixed-term TOTAL change
personnel personnel
contracts contracts
Temporary
personnel and
project or 77,539 8,236 85,775 46,613 6,425* 53,038 -38.2%
fixed-term
contracts
Local Authorities LocalAuthorities
Temporary
personnel and
ff’;gffetr‘r’; n.a, na 23461 n.a, na. 2494 -89.4%
contracts
(approvals)

Source Ministry of Interior, Decentralisation and -§overnmentNote: * the number includes 6,010
doctors for insurance funds thaere excluded from the provisiai Law 3833/2010or a reduction by
30% of temporary personnel and project or fixedn contracts

10. Government expenditure pending payment

The Ministry of Finance, as part of its commitments included in the Econéwicy
Programme, has published for the first time data on arrears of the general government for the
January to August 2010 period. These data will be updated and published on a monthly basis
from now on in the context of eff@rtto improve transparency dnmonitoring of fiscal
developments. The quality and accuracy of this data will improve as collection and processing
methods advance. From January 1 2011 onwahils data will be collected via the public
expenditures information system which is curreitlyhe final stages of implementation.

Table16 presents the arrears for the State Budget, including the Ordinary Budget and the Public
Investment Budget. Arrears for the State Budget by end of August amount to 376.04 million
euro. It should be noted thahder the Economic Policy Programme all debts in arrears need to
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be paid off at the end of each year. This has been taken into account for the projections for the
State Budget deficit, as well as the Draft Budget for 2011 and both with include this data.

Table 16: State Budget Arrears* up to 31.08.2010

N

[20(6) IR~ V]

(o]

10

11

12
13

14

15

16

17
18

Ministry- Body

Presidency of The Hellenic Republi

Hellenic Parliament

Ministry of Interior, Decentralisation

& Ekctronic Governance

Ministry of Foreign Affairs

Ministry of National Defence

Ministry of Health & Social Solidarit

Ministry of Justice, Transparency &

Civil Rights

Ministry of Education, Lifelong

Learning and Religion

Ministry of Culture & Tourism

Ministry of Finance*

Ministry of Agricultural Developmen

& Food

Ministry of the Enironment, Energy

& Climate Change

Ministry of Labour & Social Security

Ministry of Economic Development,

Competiveness & Shipping

Ministry of Infrastructure, Transport

and Networks

Ministry for the Protection of the

Citizen

Secretariat General of Information /

Secretariat General of

Communication

Secretariat General of Prefectures
Total**

Up to 3006-

2010
0.00
0.00

2.07
10.65
30.91

3.14

9.68
50.19

5.84

2.00
79.59

27.80
10.33

12.52

16.06

26.74

3.98

20.95
312.45

Up to 3:07- Up to 3108
2010 2010
0.00 0.00
0.00 0.00
0.84 0.70
59.97 57.27
33.03 110.59
3.17 3.09
9.99 6.36
45.47 22.06
6.17 8.61
2.00 0.64
36.75 46.61
33.90 18.70
9.93 11.63
23.05 23.11
12.34 12.45
26.20 24.66
1.95 7.67
26.59 21.89
331.85 376.04

Note: Amounts in million euros *All debts 98ays overdue are considered as arrears. ** 175 million
euro of total debts in arrears up to 31.08.2010 is from Public Investment Budget and 201 million euro
from the Ordinary Budget. Ordinary Budget arrears apeeted to be repaid by the end of the year and
have been included in the 2011 Draft Budget estimates. The Ministry of Finance is publishing these data
for the first time in the context of the effort to improve transparency and monitoring of fiscal dese T

data will be published monthly. There could be further improvements and modifications to the publication
as the quality of data collected improves and processing mechanism and methodologies Sevetap.
Ministry of Finance, General Accounting Qffi, Budget Directorate (D20)

Respectively, General Government arrears are presented inlfablEhe data have been
collected by General Government Bodies via the 39th Directorate of the General Accounting
Office and under the responsibility of the Mimigs that supervise each Body. Data have been

col

|l ected for 893

of

t he

1543

Bodi

es

regi ster e
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Record4. In particular, General Government arrears up t3-2010 are estimated at 7.2 billion

euro, 5.3 billion of whgh concern hospital debts which have already been taken on board under
law N.3867/2010, and for which repayments have already begun. The repayment of this debt
has already been accounted for in the projections for the 2010 General Government fiscal results
i deficit and debt.

It should be noted that efforts to improve the quality of fiscal data published by the Ministry of
Finance are ongoing.

Table 17: General Government Body Arrears* up to 31.07.2010

Number
Number of Existing Bodies of Bodies
Reporting

Bodies of Local Authorities 10 481
Hospitals 133
Social Security Organizations 60 24
Other Legal Entities 255
TOTAL 893 up t031.7.2010
Bodies of Local Authorities

-to third parties (bodies outside the General Government) 333.51
Hospitals

-to third parties (bodies outside the General Government) 6,087.55

* of which settlement of Hospital @st debt (Law 3867/10, article 27 5,340
Social Security Organizations

- to third parties (bodies outside the General Government) 651.97
Other Legal Entities

- to third parties (bodiesuside the General Government) 89.80
Total Liabilities (1+2+3+4)

- of third parties (1+2+3+4) 7,162.83
Total Liabilities excluding hospital past debt 1,822,83

Note: Amounts in million euros; *All debts 98ays overdue are consige in arrears regardless of what
year the debt was incurretihe table includes General Government arrears to third parties (not between
General Government BodiegY Out of the total 7.16 bill euro of General Government debts in arrears to
third parties about 6.1 billion euro concern Hospital debts, of which 5.34 billion has already been taken
on board under law 3867/10;he General Government is made up of: The State, Pension Funds,
Healthcare Institutions, Local Authorities, universities and otheligpehtities. The Ministry of Finance

is publishing these data for the first time in the context of the effort to improve transparency and
monitoring of fiscal datalhese data will be published monthly. There could be further improvements and
modificatiors to the publication as the quality of data collected improves and processing mechanism and
methodologies develop.

Source General Accounting Office, Ministry of Finance

" General Government records can be found at the followdtuigess:
http://www.statistics.gr/portal/page/portal/ESYE/BUCKET/A0701/Other/A0701_SEL08 MT_AH_00 2
010_00_2010_01_F_GR.xIs

54



11. The financial position of public undertakings and
other public entities

In orde to fulfil the obligation included in the Economic Adjustment Programme and to
enhance transparency of public finances, the Ministry of Finance has published at its website
(www.minfin.gr) financial data for the 11 most lasgking state enterprises in D The
government places special emphasis on the accurate, timely and transparent publication of
financial data for state enterprises. In this context, state enterprises are obliged to submit their
strategy and business plans for the period 2113, dravn-up under a specific framework
provided to them, and to present their financing sources and schedules. Moreover, an action
plan to improve the financial performance of these-toaking enterprises is also under
preparation. In this context, the govermhbas already set an upper limit for wages, and has
put in place wageuts comparable to other public sector workers, so as restrict wage
expenditures for state enterprises.

The 11 most losmaking state enterprises in 2009 are the following:

Hellenic Raiways Association (OSE)

National Railroad Infrastructure Administrator (EDISY AE)

TRAINOSE

Athens Piraeus Electronic Railways (ISPA AE)

AthensPiraeus Electronic Transportation (ILPAP AE)

ETHEL AE

Hellenic Defence Systems S.A. (EAS AE)

Hellenic Aerospacendustry (EAB AE)

Hellenic Tourism Development Co (ETA AE)

Greek Highway Management Company (TEO AE)

Greek Hippodrome Organization (ODIE AE)

The main conclusions that can be drawn from the analysis of their financial statements can be

summarised as follows

1 Total revenues of the 11 most lessking state enterprises for 2009 were 1,501 million

euro, showing a decline by 6.8% compared to Z@8&phl3).

= =4 -4 -8 -4 a8 -8 2 a8 -2 _—°

Graph 13: Total revenues of 11 SOEs

1.800 7 1.604 1.610
1600 - _ 1.501

1.400
1.200 +
1.000 4
200
600
400
200

a
2007 2008 2009
Note: amounts in millions euroSource Secretariat for Public Eerprises and
Entities of the Ministry of Finance

® Table Elin AnnexE providesmoredetailed data fothe 11 most lossnaking state enterprises.
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1 Total losses for 2009 were 1,711 million euro, having increased by 1.9% compared to
2008(Graph14).

Graph 14: Financial result before taxes (losses) of 11 SOEs

0 T T 1

-500

-1.000

-1.500 (1.315)

1.679
2000 ( ) (1.711)

Note: amounts in millions euroSource Secretariat for Public Enterprises and
Entities of the Ministry of Finance

1 For 2009 total interest payments were 574 million euro (which equals 38% of annual
revenues), having increased by 3.1% compared to @@Hhl5).

Graph 15: Interest payments ofl1l SOEs

700 ~
600
500 -+
400
300
200

100

2007 2008 2009
Note: amounts in millions euroSource Secretariat for Public Enterprises and
Entities of the Ministry of Finance

1 Total net borrowing (long and shddrm liabilities minus cash deposits) has increased
by 10,2% compared to 2008 and amount®8Q million euro in 2009Graphl6).

Graph 16: Total net borrowing of 11 SOEs
14.000 -

11.980
12.000
10.000
8.000
6.000

4.000

2.000

2007 2008 2009
Note: amounts in millions euro$ource Secretariat for Public Enterprises and
Entities of the Ministry of Finance
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1 Although the average number of employees in 2009 hasdddby 4,5% compared to
2008, total wage costs for the same period have increased by 1.5%, reaching 1,169
million euro. It should be noted that wages, employer contributions and other benefits
for workers make up 78% of total revenii€aphl7).

Graph 17: Total wage cost of 11 SOEs

1400

1.152 1.1659

1.200

1.000

400 +

2007 2008 2009
Note: amounts in millions euro$ource Secretariat for Public Enterprises and
Entities of the Ministry of Finance

71 Finally, total statgguaranteed loans received were 1,315 million euro and total
guarantees called were 688llion euro, while total grants received were 126 million
euro, of which 123 million were Ordinary Budget Grants.

In addition, the Ministry of Finance has published for the first time at its website quarterly
financial accounts of ublic enterprises(including detailed income statements, balance sheets
and data on employment and the wage fwHl)201Q and plans tantroduce a regular and timely
reporting mechanisrm the context of ongoing eff@to improve transparency and monitoring

of fiscal develpments. The datmcludeinformation on the financial accounts of 30 out of the
52 public enterprises supervised by the Special Secretariat of public enterprises for the first
semester of 2010 as well as the payoblall of 52 enterprisedAccording toavailabledata the

wage bill of the 52 enterprises declined by 8% in the first semes&01Q or by 53 million

euro (see tabld=4 in AnnexF). The annual reduction of the payroll expenses is projected to
about 220 millioneurq as a result of the wageauts provided for the public enterprises
employees in the Laws 3833/2010 and 3845/2@Hailed semannual datan the financial
accounts of public enterprises are presented ing&B|d-3 andF4 in AnnexF.
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ANNEX A. THE 2011 BUDGET LAW

Table Al: Carry-over of 2010 measures in 2011

REVENUES
Carry over of 2010 measures
Carry over of excise taxes
Increase in excise taxes on fu
Increase in excise taxes on cigarett
Increase in excise taxes on alcot
Excise taxes on luxury goot
Increase in VAT
Incentive to regularise landse violations
EXPENDITURES
Carry over of 2010 measures
Income policy for the general government (cuts in wages and allowar
Income policy for pensioners (reduction of"18nd 14" pension)
Reduction of high pensions
TOTAL

1500
600
250
250

50
50
750
150

1150
500
500
150

2650

0.7%
0.3%
0.1%
0.1%
0.0%
0.3%
0.3%
0.1%

0.5%
0.2%
0.2%
0.1%
1.2%

Table A2: Measures in 2011 already included in the Economic Policy Programme

EXPENDITURES
Measures for 2011 alreadiyn the Programme
Cost savings from Kallikrates
Reduction in intermediate consumption
Savings from the establishment of a Single Payment Authority
Freeze in pensions
PIP (the cut in expenditures is beinglaced by an increase in revenue:
from the EU)
REVENUES
Measures for 2011 already in the Programme
Replacement of the move of 30% of goods and services from 11% to
VAT rate with:
Broaden VAT base by including servites were exempted (in 2010
Increase in the reduced VAT rate from 11%to 1
Reduction in VAT (drugs and hote
Equalisation of excise tax on fu
Heating allowance
New tax framework for firms
Special levy on profitable firm
Reduction of the tax rate for firms (from 24% to 20
New income tax framework
Presumptive taxation
Taxation of wages in kind (car
Book specification of incom:
Revenues from licensing of gaming
Gaming royalties
Gaming license:
Special tax on unauthorised establishments
Updating real estate values
Green tax
TOTAL

1500
500
300
100
100

500

4050

1050
100
800
-250
600
-200
680

1000
-320
900
700
150

50
700
200
500

300
270
150

5550

0.7%
0.2%
0.1%
0.0%
0.0%

0.2%

1.8%

0.5%
0.0%
0.4%
-0.1%
0.3%
-0.1%
0.3%
0.4%
-0.1%
0.4%
0.3%
0.1%
0.0%
0.3%
0.1%
0.2%
0.1%
0.1%
0.1%
2.5%
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Table A3: New measures fo2011

EXPENDITURES
Savings from the health sector
wSRdzOGA2Y Ay {{C&Q SELISYRAI dzN.
improvement of procurement procedure
Hospital health procuremen
Savings from public entprises
Mean-tested family benefits
Further reduction in transfers and operating expenses by 5%
Further reduction in the use of fixederm contracts in the public sector
Reduction in military expenditures (deliverigs
REVENUES
Measures against tax and social contribution evasion
Measures against fuel smuggling (infmuttput system)
Action plan to collect tax arrear
Speeding up the collection of tax fine
New framework for tax differences and tria
Tax settlement (carry over from 201(
Settlement of social security contributions (carry over from 20
Increase in court fee
Revenues from the exploitation of public pperty (included in the
deficit)
Renew telecommunication licenses and conduct sales of frequer
Extension of the Athens Airport contra
Revenues from guarantees (fees and commissions of guarantees ¢
TOTAL

3850
2100

1400
700
800
150
200
100
500

2280

1590
190
200
400
300
100
300
100

690
350
250
90
6130

1.7%
0.9%

0.6%
0.3%
0.4%
0.1%
0.1%
0.0%
0.2%
1.0%
0.7%
0.1%
0.1%
0.2%
0.1%
0.0%
0.1%
0.0%

0.3%
0.2%
0.1%
0.0%
2.7%
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ANNEX B. STRUCTURAL REFORMS

Table B1: Financial and Structural measures to comply with Council Decision
2010/320/EU to be completed by the end of the third quarter of 2010

STRUCTURAL MEASURES

Measures

Structural Fiscal Reforms

Increases transparency of fiscal risks to fiscal sustainability:

Status of inplementation

Establish a commitment register in all line ministries and public l¢ In progressPresidential Decree has beer

entities.

Begin publishing monthly data on general governmentaar fiscal
developments and report all arrears monthly

Efficiency of the tax administration and controls:

Adopt legislation to improve the efficiency of the tax administratic
and controls, implementing recommendations provided by the
European Commission and IMF staffs. In partictieay put in place
an effective project management arrangement (including tight M¢
oversight and taskforces) to implement the aatiasion plan to
restore tax discipline through:

- strengthened collection enforcement and recovery of tax arrear:
(coordinated with the social securifynds) of the largest debtors

- a reorganized large taxpayer unit focused on the compliance of
largest revenue contributors

- a strong audit program to defeat pervasive evasion by fnghlth
individuals and high income sa&lfmployed, includingrosecution of
the worst offenders

- a strengthened filing and payment control program

Reform of the GAO:

Strengthening of the role of the GAO in budget planning and con
Provision of the necessary resourdéegerms of higHevel
personnel, infrastructure and equipment support, managerial
organisation and information sharing systems

Provision of safeguards for GAO staff against political interferenc
and personal accountability in the provision of reliable data
Strengthen the institutional mechanisms for providingable and
plausible official budgetary forecasts that take into account availé
recent execution developments and trends; to this end, the offici:
macroeconomic forecasts should be reviewed by external expert

signed Data untilthe end of 2010 will be
provided by the Ministries to the Genera
Accounting Office on a monthly basis,
while from January 1, 2011 with the full
implementation of the Fiscal
Management and Responsibility Act,
these data will be provided through an
integrated computer application.

The Ministry of Finance has published fc
the first time data on the general
government deficit for the period Janya
to August 2010. Moreover, the Ministry
of Finance has published for the first tim
data on arrears for the general
government for the period January to Ju
2010. These data will be provided on a
monthly basis from now on and their
quality will be futher improved.

CompletedFive Task forces have been <
up, and action plans have beepmoved
in cooperation with the technical
assistance team of the IMF and EC.
Quantitative targets and progress
indicators have also been set.

Completed (Law 3871/2010).

In progress. An action plan in support of
the reform of the new Fiscal Managemei
framework has been prepared and will b
implemented over the period 2012012
Completed ( Law 3871/2010).

Completed. A procedure has been
establishedor the exchange of
information on macroeconomic forecasts
between the Ministry for Finance, the
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10

11

12

Statistics:

GAO starts, in June 2010, the publication of timely monthly statis
(on a cash basis) on revenue, expenditure and financing and
accounts payable for the "available general government" and its
entities (state, social security, hospitals, local governments and |
entities)

Adopt a detailed timeébound action plan, agreed with Eurostat, to
improve collection and processing of general government data
required under the existing EU legal framework, in particular by
enhancing the mechanisms that ensure the prompt and correct
supply of these data, and sare personal responsibility in cases of
misreporting; and seek appropriate resident technical assistance
ensure rapid progress

Government start$o publish timely information on the financial
situation in public enterprises (at least the 10 largest-asking
ones) and other public entities not classified in the general
government (including detailed income statements, balance shee¢
and data on exployment and the wage bill). To this end, a regular
and timely reporting mechanism is introduced

Publish 2009 financial statements bietten largest lossaking
public enterprises, audited by chartered accountants, on the offic
website of the Ministry of Finance

MoF establishes a comprehensive central registry for public
enterprises

Labour market reform

13

14

15

16

17

Reform private wage bargaining system to ensure wage
moderation:

Adopt and implement legislation to reform wage bargaining syste
in the private sector, which should provide for a reduction in pay
rates for overtime work and enhanced flexibility in the managem:
of working time

Ensure that firm level agreements take precedence over sectoral
agreements which in turn take precedence over occupational
agreements

Remove the provision that allows the Ministry of Labour to exten
all sectoral agreements to those not represented in negotiations
Amend employment protection legislation xtend the
probationary period for new jobs to one year, and to facilitate
greater use of temporary contracts and pairne work

Amend regulation of the arbitration system, (Law 1876/1990), so
that both parties can resort to arbitration if they disagree with the
proposal of the mediator whout exceptions on subject or coverag
according to the provisions of Law 3863/2010. It should provide 1
an arbitration procedure that operates according to transparent

objective criteria, and with an independent committee of arbitratc
with decisionmaking capacity free from government influence. Th
objectives of the arbitration should ensure that due attention is pi

Bank of Greece and the Centre of Plann
and Economic Research.

Completed. The Ministry of Finance
published ér the first time monthly data
on the general government deficit for the
period January to August 2010. From na
on, the publication of these data will be
done on a monthly basis and their qualit
will be consistently improved.
Completed. The Joint Overall Statistical
Greek Action Plan has been adopted an
is being implemented.

Completed. The Ministry of Finance has
published financial data of 30 public
enterprises for the $lhalf of 2010.

Completed. The Ministry of Finance has
published the 2009 financial statements
for the 11 most losmaking enterprise.

In progress.

In progress. Pay rates for overtime work
have been reduced by 20% (Law
3863/2010, article 74). Draft legislation
on the provision of enhanced flexibility ir
the management of working time is unde
preparation.

In progress. Drafegislation being
prepared

In progress. Draft legislation being
prepared

In progress. The facilitation of greater us
of temporary contracts and pattme
work is envisaged by Law3 846/2010,
articles2 and 3). Draft law on extending
the probationary period for new jobs is
under preparation

In progress. Consultation with social
partners has been completed, draftla
under preparation
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to cost competitiveness, thereby supporting job creation

Public Administration reforms

18

19

20

21

Remuneration system for public sector employees:

Launch a process, including the principles and timetable, for Completed. The government launched t
establishing a simplified remuneration system covering basic wa: dialogue on the establishment of a

and allowancesdt shall apply to all public sector employees, and t simplified remuneration system. At the
part of an overall reform of Human Resource management. This meeting with social partners the

should lead to a system where remuneration reflects productivity framework for a dialogue was set and th
and tasks. As a general principle, it should avoid increases in main principlesvere presented
remunerationfor employees as a result of the transition process

Independent functional review of the central government:

Launch independent functional reviews of the public administratic In progress. It has been agreed that OE(
at central level. It is to be conducted by internationally renowned will conduct the review. Contract being
and external experts. The Terms of &ehce for the reviews will be finalised and will be signed shortly
agreed with the European Commission, IMF and ECB staffs. The

objective is to:

- To take stock of the @sof resources, including human resources

to carry out government functions (e.g., employment, goods and

services) in the central government and subordinated public

institutions

-To identify actions to rationalize the organisation of public

administation and generate productivity gains, and quantify

possible fiscal savings from implementation of these actions. The

review shall encompass horizontal issues related to planning,

organisation, staffing and control functions (including internal

audit), andshall include specific studies for all main ministries anc

key public bodies

Launch independent functional reviews of existing social In progress. It has been agreed that OE(
programmes. It is to be conducted by internationally renowned a will conduct the review. Contract being
external experts. The Terms of Reference forrinaews will be finalised and will be signed shortly

agreed with the European Commission, IMF and ECB staffs. The

objective is to:

-To assess effectiveness and appropmiess of existing social

programmes and make proposals for reform or cancellation of th

least effective ones, while quantifying possible fiscal savings fror

implementation of these actions

- To assess the options for reform of the overall health cpstem

(both public and private) with the aim of securing more efficient u

of public resources and delivery of better quality health care

services

Public procurement:

Government agrees an action plan, with a timetable for concrete In progress. The Action Plan has been
actions, leding to the creation of a central procurement authority, finalised and has beesgreed with the
involving a swift implementation of the electronic platform for European Commission.

public procurement and introducing the use of aauctioning

system. It should ensure a common approach across governmer

authoritiesfor tendering procedures, ex ante and ex post controls

Competition in open markets

22

23

Services Directive:

Finalise the review of existing sectoragjislation (screening) and  Completed. The report with the list of

provide a list of restrictions that are being abolished or amended restrictions that are being abolished or

aresult amended has been sent to the EC. The
relevant ministries will providine EC with
justifications on the restrictions that will
remain

Ensure that the electronic point of single contact is operational w In progress. The content of 2 seps has
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24

25

26

a userfriendly internet portal which: lists all relevant information
for the specific service; for each service wityi provides an
overview of procedures to be complied with, distinguishing betwe
the requirements that apply in establishment cases and for eross
border service provision; allows common procedures (including f
the most important regulated professioréd in the areas of
tourism, retail, education and construction) to be completed by
electronic means with the necessary forms availabldioa and
recognising electronic signatures in accordance with Decision
2009/767/EC

Road Freight transportation:

Adopt law on road freight transport that removes restrictions not
provided for in Directive 96/26/EC of 29 April 1996 on admission
the occupation of road haulage, including minimum fixeites
Adopt legislation establishing the necessary enabling conditions
the development and the implementation of a business plan in th
railway sector and submits it to Parliament for voting. The
legislation should intealia:

-ensure compliance with all relevant EU legislation on the railway
sector to effectively ensure market opening, employment and sos
policies, as well as competition and state aid policy

-establish an upper limit of EUR 50 million for the annual Public
Service Obligation (PSO) contribution from the general governm
for the period 20112013 and establishes¢ principle that the State
provides no additional explicit or implicit support to TRAINOSE
-provide for any future changes to the level of PSO transfers to tt
railway operators to be approved only after an independent and
transparent assessment by the Hellenic Competition Commissiol
and to be fully in line with all legislation related to budgetary cont
and execution

-provide certainty that the managing boards of TRAINOSE and C
have thelegal authority to negotiate new collective agreements
covering remuneration and employment conditions and to take
staffing decisions that assure a viable business

-ensure that decisions on the transfer of debt teetState become
effective only after the implementation of key actions in the
approved business plan

Adopt a business plan with a detailed timetable for concrete actic
which inter alia:

- specifies how operational activities will be made profitable,
including covering depreciation costs, as from 2011 including by
closing lossnaking lines, by increasing tariffs and by reihg wages
and staffing

- provides a detailed sensitivity analysis on the implications for w.
costs of various scenarios for the outcome of collective agreeme
This provides information on several options concerniradf st

- ensures the effective implementation of EU Directives, including
EU Directives 2007/59/EC and 20078/57/EC on the Train Driver
Certificate and on the Interoperability of the Rail System,
respectively, allowing for copetition amongst providers of railway
services

- provides for the restructuring of the holding company, including
the sale of land and other assets

Promoting Investments and Exports

27

Promoting FDI and investment in strategic sectors:
Take measures, in line with EU competition rules, to facilitate FD

been posted in English, while the overvie
of 19 procedures has already been
recorded in the Greek version of the wek
page. Work is ongoing to make the porte
userfriendly and to include information
on the provision of crodsorder services
and to provide electronic means.

Completed. Law 3887/2010

Completed. Law has been voted by
parliament on 26/10/2010. Pending
Lzt AOFGA2Y |4 GKS
Included in Law (article 1)

Included in Law (article 12)

Included in Law (article 12)

Already stipulated in Law 1876/1990

Included in Law (article 11, paragraph 2
and article 13 paragraphs 2 and 3)

Completed. The business plan has been
finalised.
Included in the business plan

Included in the business plan

Included in the business plan

Included in the business plan
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and investment in innovation in strategic sectors (green industrie
ICT etc.) through:
- facilitate PPPs

- fast-track large FDI projects

- strengthen export promotion policy

Reactivation of InteMinisterial
Committee responsible for the approval
PPPs (Article 12 of Law 3840/2010). Se
also section 5

[ a! OOStSNI GAz2y
AYLE SYSyGAy3 adaNI G
establishing fast track procedurdsgs
been submitted to Parliament.

Draft law on the amendment of the
legislative framework for exports (Law
936/79 is under preparation.
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ANNEX C: TAX REFORM

Table C1: Project Plan for the Collection of Arrears

No Projects/ Running Submission
Activities Date Issue Objective / Action
Debt Collecti f OPAP A ies.
Definition of April 26th, [Plan targeted actions to deal with debts owed by . eot Loflection o gencies
! collection targets 2010 articular groups of professionals Obligatory changement of way of payment for OPAP agents,
E P group P introduction of debt collection process.
Collection of Past Due Debts of O.T.A (Local Gaovernment
Organizations Change of
Definition of June 2nd, | Plan particular actions to collect arrears due by 8 ) . . - g
2 llection target 2010 General G rnment Entiti the process regarding public subsidies to the Local Government
coflection targets eneral Governme es. Organizations. Debt Collection increase through off-set of mutual
claims.
3 Definition of May 17th, Plan individualized activities to enforce Lgltstsuftnebt‘qri w:h :és:]Dule Debts hxlng properties in Tvkonf
collection targets 2010 collections from debtors with valuable assets antorint istan s_( igh value properties). . ocuse
actions for forced legal execution.
. Analyze General Government payments o third List of Ministry of I'-Iealth Suppliers, with arrears .
Definition of June 10th, N . . Implementation of a clearing and settlement process regarding
4 ) parties — redesign procedures to require i i .
collection targets 2010 . . N arrears of hospital suppliers; regulatory arrangement concerning
offsetting of reciprocal counterclaims K X . . . L .
third parties claims against the Public Administration
. Plan individualized activities to enforce Debtors list having PD Debts >200K euros & high value properties
Definition of August 2nd, . . y .
5 . collections from major debtors with valuable (>1/1,5). Focused actions for
collection targets 2010 .
assets forced legal execution.
- o . L Debtors list having PD Debts & high Value Commercial Real Estate
Definition of July 15th, Plan individualized activities to enforce o
6 ) Properties in Athens center. Focused
collection targets 2010 collections from debtors with valuable assets . .
actions for forced legal execution
Show Busi Debtors List
Definition of August 5th, |Plan targeted actions toenforce collections under . . .uw usiness Bebtors IS. .
7 o : R Focused actions aiming at forced legal execution and increase of
collection targets 2010 specific execution procedures .
collections
Set up of a settlement plan on installments, provided certain
Definition of September 3 D p i . A p
8 . * Settlement plan on instaliments conditions are met and compliance is maintained / regulatory
collection targets 16", 2010 .
arrangement required
Debt Collection of heating oil distributors.
9 Definition of September |Plan targeted actions to deal with debts owed by| Obligatory changement of payment procedure for heating oil
collection targets 28", 2010 particular groups of professionals distributors, introduction of debt collection process by offsetting
debt amounts with payable credit balances of distributors.
Debtors list having PD debts from inheritance taxes & high value
10 Definition of October Plan individualized activities to enforce properlries ving ! ! * Fcf:usvedu
collection targets 1st, 2010 collections from debtors with valuable assets ’ . .
actions for forced legal execution
1 Data Collection & Al;lal_vsns June 15th, class_nﬁi_:atlon of detftors with co_mmon Notaries list having PD Debts
for Proposals submission 2010 characteristics / Processing & analysis of results
List of undertakers, cooperating with Schools Buildin
12 Data Collection & Analysis | June 30th, Classification of debtors with common Organization vF:vith pagst due debts &
for Proposals submission 2010 characteristics / Processing & analysis of results Mandatory collection of data by third parties.
13 Data Collection & Analysis | July 20th, Classification of debtors with common Debtors list having arrears and properties in high value zones of
for Proposals submission 2010 characteristics / Processing & analysis of results Athens and Thessaloniki
Data Collection & Analysis August Classification of debtors with common . ) . .
14 . L . . List of suppliers of Large Companies, with arrears
for Proposals submission | 26th, 2010 | characteristics / Processing & analysis of results
is Data Collection & Analysis | September Classification of debtors with common List of pharmacies, with arrears
for Proposals submission | 10", 2010 | characteristics / Processing & analysis of results P ’
May 10th, Collection of outstanding classifications from classification tables
16 Database clean up .
2010 after auction
17 Junzeoizth, Database clean up Gradual clearance of non recoverable portfolio
gy c_ullectmn ;_mllcy, June 3rd, | Effectiviness control for collection enforcement ) .
18 redesign collection . Suspension of stores having arrears
2010 measures/ redesign procedure
procedures
Modify c-ollectlon FthCVn July 13th, | Effectiviness control for collection enforcement .
19 redesign collection . Garnishment procedure
2010 measures/ redesign procedure
procedures
[y c.r.nllechun Euhw’ August 3rd, | Effectiviness control for collection enforcement
20 redesign collection - Tax return procedure
2010 measures/ redesign procedure
procedures
Modify c_nlle:ﬁnn Enhq' July 13th, | effectiviness control for collection enforcement . i .
21 redesign collection . Efficiency control regarding garnishments
2010 measures/ redesign procedure
procedures
May 25th, . Design and production of a MIS report for collections, write-offs
22 Lz B 2010 Design new reports and total arrears follow up
Review of the MIS System June 3rd Update of the General Government Entities &
23 and New Reports 2010 " |Public Utility Companies Data in the TAXIS Data correction and reports generation
Generation system
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ANNEX D: Models for forecasting quarterly GDP employed by the Directorate of
Macroeconomic Analysis and Forecasting of the Ministry of Finance

Models used for forecasting quarterly GDP and the switching quarter

I. Factor model based on sentiment indicatrs survey

This forecasting approach is based on the Stakson methodology and uses a tstage
approach: first, principal components are extracted using monthly data (seasonally adjusted and
stationary, performing all tests and data mining necessahjlg in the second stage the bridge
equation is used for forecasting (now converting monthly data to quarterly and choosing
components using AIC and BIC criteria). The dataset includes 25 series according to NACE
rev.2 nomenclature (source: DG ECFIN, syrdata). Variants of this model have been used by
various central banks and the IMF. The performance of this approach has been evaluated using
the Mean Absolute Error criterion with very satisfactory results.

II. Univariate GDP estimation using nonobseived components

This approach is based on disentangling two separate components from GDP: a stochastic trend
which represents potential output and a stationary residual component which represents the
output gap. The model is expressed in stpice formagnd is estimated using maximum
likelihood and the application of Kalman filtering for the 1970Q2010Q2 period (quarterly

data before 2000 are obtained using the Fernandez methodology).

l'11. Markov switching regimes based on the Hami

This methodology is based on the approach of Hamilton and its variation by Perlin. The main
characteristic of the results is the asymmetry between booms and recessions: the mean growth
rate of state 0 (recession) 48.4% with a duration of two years, while tgeowth rate of a

normal state is 1.1% with corresponding duration of 21 quarters. These results broadly coincide
with these of other studies.

IV. Fixed and Time varying probability Markov switching models

Fixed transition probability Markov switching meld

The estimation of the model for the two regimes yields:

growth = - 0.00266- 0.86growth , + error....... bad regime |
(0.00213)  (0.29)

rowth = 0.0020 0.17*growth , + error....... ood regime |
9 h (0.0017) (0.13) 9 ha 9 9

Estimates of the fixed transition probabilities for the two regimes are:
1 Probability that we switch from the bad to the good regime P0260.0
1 Probability that we switch from the good to the bad regime P10 = 0.03

The model concludes that, conditional on potential small sample bias, the probabilities indicate
that the bad regime may have some persistence.
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Timevarying transition probabilityMarkov switching model

The estimation of the timearying transition probabilities is based on the selection of certain
information variables. Hence, we estimate two models, choosing as an information variable
either thelPl growth rate or the Economic i@ement Indicator

In the former case, the model concludes that there is increased uncertainty for the switch from
the bad to good regime while in the latter that the current improved performance of the leading
indicator has not influenced the probabilityat we switch from the bad to the good regime.
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ANNEX E: CONCRETE MEASURES PLANNED TO BE IMPLEMENTED AFTER

THE DATE OF THIS REPORT

Table E1: Measures planned for the # quarter of 2010

A. FISCAL MEASURES

No.

Fiscal Outcome
Target

Measures

Fiscal consolidation

Government prepares a privatization plan for the divestment of state asst EUR 1 billion a
and enterprises. The restructuring and privatization programme will span year during the
adlF iSwa K2t RAy3a Ay, phdsadlites, ti@darfing(i | period 20112013
industry and public real estate; leverage private investment so as to

restructure the economy, foster economic growth and contribute to fiscal

consolidation; use the knodwow of the private sector through outright sale

of government holdings, concession agreements, initial public offerings,

strategic publieprivate partnerships and the establishment of new holding

companies. The plan will include dates and revenue guidelines

B. FINANCIAL MEASURES

No.

Measures

Financial sector regulation and supervision

1

Taking into account the outcome of the strategic study and the due diligences of banks, forrr
a programme to preserve financial stability and enhance efficiency in the banking system.

C. STRUCTURAL MEJRES
Structural Fiscal Reforms

Fiscal framework:

Draft legislation to:

-Introduce a mediurterm fiscal framework covering the general government based on rolling
three-year expenditure ceilings for the State, social segudtal governments entities
-Strengthen the position of the Finance Minister-kdsis line ministers in both budget preparatio
and execution phases (giving him/her veto power on spending decisions and execution)
-Introduce a compulsory contingency reserve in the budget, corresponding to 10% of total
appropriations government departments other than wages, pensions and interest; the use of
contingency reserve will be deldd by the Finance Minister

-Ensure that Parliament does not modify the overall size of the budget at the approval stage,
focus on the composition of public expenditure and revenue, and reliability of projecfar
expenditure and revenue

-Introduce stronger expenditure monitoring mechanisms, particularly by implementing an
appropriate control of spending commitments, through which spending entities would report
regular basis to ther€asury on their outstanding expenditure commitments against their
authorised appropriations in the budget law

-Introduce a revenue rule for the general government, according to which the allocation of hi
than-expected revenues should be specifiedamte in the budget law

-Creation of a fiscal agency attached to Parliament providing inuidget advice and expert
scrutiny on fiscal issues, and reporting publicly on the budgetary plans and execution of the
spending entities of the general government, and on macroeconomic assumptions used in tf
budget law

Ensure that the central registry for public enterprises is operational

Status of
implementation

In progress.
Privatization plan
approved by Ministerial
Council Work has
begun; potential
privatization list has
been drawn up. See
section 3.2

Status of
implementation

In progress. Strategic
study has been
completed

Law 3871/2010
Included in Law
3871/2010(article 9)
Included in Law
3871/2010(article 3)
Included in Law
3871/2010(article 19)

Already practiced

Included in Law
3871/2010 (article 26)

The 2011 budget will
include a revenue rule
that will exante specify
the allocation of
higherthan expected
revenues

Included in Law
3871/2010(article 129

In progress
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Pension system reform:

The National Actuarial Authority to provide by 1 December 2010 interim-iemg projections of
pension expenditure up to 2060 under tlaly 2010 legislation covering the main pension
schemes (IKA, OGA, OAEE, public sector)

Statistical data:
Adopt new regulations for Statistical ActioraPI

Public Administration reforms

Local Administration reform:

Adopt all necessary legislation and decree for the full entry into force of the local ediration
reform and ensure that it achieves savings of EUR 500 million in 2011 and additional EUR 5
million per year in 2012 and 2013 for the general government as a whole.

5
6 Government adopts a decree disallowing local governments to run deficits at least until 2014
Remuneration system for public sectomgployees:
! Adopt reform of the public wage legislation
E Complete the creation of a Single Payment Authority for the payment of wages in the public
Publish a detailed reporbased on information and in collaboration with the Single Payment
Authority, on the structure and levels of compensation and the volume and dynamics of
employment in the general government. The report should present plans for the allocation of
9 human resairces in the public sector for the period up to 2013 that inter alia specifies plans t
reallocate qualified staff to areas necessary to implement the Memorandum of Understandin
including the tax administration, GAO, the labour inspectorate, regulatods-ellenic
Competition Commission.
10 Present a detailed action plan with timeline to complete and implement a simplified remuner:
system.
Better regulation:
11 Adopt legislation to implement the Better Regulatioreada
Healthcare
Healthcare reform:
Adopt legislation on the institutional framework for health supplies (Law 3580/2007, as revis¢
May 2010 by Law 3846/2010)
12
Establish new systems for the management of drugs that favour more use of generic medici
13 including a new system for the electronic monitoring of doctors' prescriptionsairhés to move
to the average EU generic drug penetration rate, including by procurement of pharmaceutice
products by hospitals and doctors' prescriptions on the basis of drastic substances
14 Enforce the payment of EUR 3 for regular outpatient services in public hospitals and extend

day' functioning of hospitals (afternoon shift) in order to develop and improve healthcare sen

In progress. Actuarial
studies for IKA, OAEE,
OGA and the public
sector are being
prepared

The Joint Overall
Statistical Greek Action
Plan has been adopted
and is being
implemented.

In progress. 14
Ministerial Decisions
have already been
issued, while 6
Presidatial Decrees
and 19 additional
Ministerial Decisions
are in the pipeline and
are expected to be
issued within 2010

Wage freeze in the
public sector

In progress. See also
section 2.8

In progress

In progress

In progress

A public notice was
issued in order for
interested companies
and stakdnolders to file
proposals, and a
legislative drafting
committee was set up
Circulars have been
issued, specifying the
guantitative goals tde
accomplished

l €0 lFRYAA:
regular outpatient
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15

16

17

18

and increase revenue, including imgreasing cpayment of outpatients and diagnostic services

Complete the programme of hpg&al computerisation, upgrading hospital budgeting systems, ¢
the reform of management, the accounting (including doudfery accrual accounting) and
financing systems

Establish greater budgetaand operational oversight of health care spending by the Finance
Minister

Ensure the publication of audited accounts and improvement in pricing and costing mechani:

Seek technical assistance from independent international experts on all aspects of the efficie
and effectiveness of the health procurement system and management of hospitals, aiming a
enhancing efficiency and reducing waste

Competition in open markets

19

20

21

22

23

24

25

26

27

Business starups:
Make the General Commercial Registry (GEMI) fully operational

Services Directive:

Adopt change# (sectoral) legislation in key services sectors such as tourism, retail and educ
services which should facilitate establishment, facilitate the provision of ¢roster services and
provide legal certainty for service providers

Speify a limited number of priority service sectors, which are key for growth, a timetable for
adopting sectoral legislation by end Q2 2011 that ensure full compliance with the requiremer
the Services Directive.

Open up restricted profedgens:

Propose sectaespecific legislation to remove restrictions to trade in the legal profession, the
pharmacy profession, the notary profession, architects, engineers, auditing services

Adopt legislation and all necessary measures to complete the effective transposition of EU rL
on recognition of professional qualifications, including compliance with all ECJ rulings, the se
up of the administrative structures responsible for the applmatof the rules of recognition of
professional qualifications as well as timely information of citizens about their pending reque
for recognition.

Sectoral Growth Drivers:

Present a report analysing the potential contribution of therism sector to growth and jobs in
the Greek economy. It should identify all legislative, administrative and other obstacles hinde
competition and market entry to the realisation of the potential.

Present a report analysing the potiéad contribution of the retail sector to price flexibility, growtt
and jobs in the Greek economy. It should identify all legislative, administrative and other obs
hindering competition and market entry to the realisation of the potential.

Business environment:

Adopt legislation to simplify and accelerate the process of licensing enterprises, industrial
activities and professions, which inter alia revises Law 3325/05, makes Law 3335/05 for bus
areas, and operationalises thpatial plan

Adopt an 'action plan for a business friendly Greece' that presents a timetable for the remov:

services is enforced,
and an extension of the
artt RIF&g& 3
hospitals (afternoon
shift) has been put in
place

In progress. Expected t
be completed by end
Q12011

In progress

Will be completed after
the completion of
hospital
computerisation

Common ministerial
decision under
preparation. The
migration of data from
the Chambers of
Commerce to GEMI is
pending.

In progress

In progress

A legislative drafting
committee has been se
up

In progress

In progress

In progres

Draft proposals to be
submitted for approval
02 GKS YAy
by mid November
Consultation with
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28

29

30

31

32

33

34

30 of the most important remaining restrictions to bagss activity, investment and innovation.

Accelerate the completion of the land registry and prepare a progress report, including an ac
plan.

Adopt a law modifying the existing institutional framework of the Hellenim@stition
Commission (HCC) with the aim of abolishing the notification system for all agreements fallir
within the scope of Article 1 of Law 703/1977/, to give the HCC the power to reject complaint
increase the independence of HCC members, and tmbdish reasonable deadlines for the
investigation and issuance of decisions.

Energy:

Present detailed plans for the liberalisation of the energy market, includingingerp lignite

fired electricity generation to third parties in line with EU requirements.

Adopt plan for phased transitory cebfised access to lignifered generation, taking into account
the decommissioning of thpower plants scheduled under the government's Energy Plan to m
the 20-20-20 target. This access will remain in place until effective implementation of the
liberalisation has taken place.

Adopt a plan to either awarthe hydro reserves management to an independent body or to as
this role to the independent system operator.

Adopt a mechanism to ensure that the energy component of regulated tariffs reflects, gradue
and at thelatest by June 2013, wholesale market prices, except for vulnerable consumers.
Government adopts a revised definition of vulnerable consumers and a tariff for this categon
consumers.

Identify the assets and persoel associated with the electricity transmission system and the
electricity distribution system in order to ensure that network activities are unbundled from
supply activities as foreseen in the second and third energy liberalisation packages

Promoting Investments and Exports

35

36

R&D and innovation:

Carry out in depth evaluation @il R&D and innovation actions, including in various Operationi
Programmes, in order to adjust the national strategy and limit theafsgvernment subsidies
and guarantees.

Create an Advisory Council financed through the 7th R&D programme, to consider how to fo
innovation, how to strengthen links between public research and Greek industries and the
development of regional industrial clusters

Structural and Cohsion Funds

37

38

Increase absorption of Structural and Cohesion Funds:
Meet targets for payment claims (measured against certified data) as specified in the revisec

Achieve an annual target of submittin@ inajor projects applications to the Commission servic

relevant stakeholders
ongoing; the
Confederation of Greek
Industrialists (SEB) will
present proposals to
remove restrictions. An
action plan (including a
specific timetable will
be formulated byhe
end of Q42010

In progress. Draft
legislation under
preparation

The revised law will be
submitted to the
Minister for approval
by mid November

In progress. See also
section 3.5
In progress. See also
section 3.5

In progress. See also
section 3.5
In progress. See also
section 3.5

In progressSee also
section 3.5

Legislative provision fol
the National Council of
Research and
Technology. A new Lav
on Research being
drafted

Legislative provision fol
the National Council of
Research and
Technology. A new Lav
on Research being
drafted

The target is expected
to be achieved

4 major projects have
been submitted. 6
additional projected
expected in December.
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39

40

41

Recourse to noitargetedde minimisstate aid measures are gradually reduced in meeting

absorption rate targets

Present a report on the activities of the task force assessing progress in ensuring the rapid
implementation and absorption of structural funds, and proposing improvements when neces
Adopt legislation to tackle days in the implementation of public works and investment project
in general. Legislation should inter alia:

- shorten and simplify judicial procedures challenging contract awards or land expropriation

decisions

- shorten deadlines to get permits by the Central Archaeological Council in Athens

- simplify and shorten procedures to complete studies on environmental impact and to get th
approval of environmental terms for infrastructure projects

A Working Group has
been set up to pursue
quality control of major
projects before their
submission to the EU
A letter was sent to the
E.C. documenting the
targeted nature of
current investments. Al
new notices will be
checked in advance to
ensure thaitargeted
nature.

In progress

In progress

Draft Law being
prepared

MoU has been signed
(Sept. 2010) between
the Ministry of Culture
and Tourism and the
Ministry of
Infrastructure,
Transport and
Networks to accelerate
deadlines for permits
for NSRF projects
Action plan being
prepared
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ANNEX F. THE FINANCIAL POSITION OF PUBLIC UNDERTAKING S AND OTHER
PUBLIC ENTITIES

Table F1: Main economic results of the 11 most loamaking state enterprisesfor 2009

l Y2dzyia Ay OSE EDISY [w! Lb [t ISPA ETHELEAS [n s5LlnBun  Total

(company’

Total revenues 182 264 106 49 95 196 58 68 263 15t 63 1,501
Losses (before taxes -482 -174 -231 -69 -93 -316 -165 -15 -28 -90 -48 -1,711
Wage cost 10 258 116 72 105 322 84 12 23 14t 20 1,169
Interest payments 373 0 0 16 28 74 46 0 5 30 2 574
Net borrowing *** 819¢ -34 -33 308 546 145€ 87t -63 145 64E -64 1198C
Wage cost/ Revenu

(%) 58 983 1098 14751104 16401439182 86 933315 779*
Net borrowing;

Revenues 450 -0.1 -0.3 6.3 57 74 150-09 05 42-10 8.0*

Note: *: data for EAB are based on thERS; **: average instead of total; *** net borrowing is defined as
total borrowing minus cashSource Secretariat for Public Enterprises and Entities of the Ministry of
Finarce
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Table F2: Statement of Financial Positiorof 30 Public Enterprisesfor the 1* semester 2010

THESSALONIKI PUBLIC CORPRATION FORT  HELLEIC DEFENSE THERMAL BUSES GREEK FiLm  HELLENIC CENT? MELLERNIE
HELEXPO HEALTH UNITS S.A. INTERNATIONAL CONSTRUCTION OF HOSPIT SYSTEMS S.A. CORPORATION CENTRE OF POTTERY S./ FESTIVAL SA
FAIR S.A. UNITS S.A. (EVGPYRKAL) (ETHEL S.A) (ELKEA S.A.)

ASSETS
B® /!tL¢![ h!¢{c¢! b5LbD
w® Chwa! ¢Lhb 9-t9b{9¢{
Cost 1,138,487 1,028,542 5,757,937 127,818 5,602,176 32,000 583,862 22,351 119,124
Depreciation 992,452 737,427 5,566,413 21,000 5,117,670 559,140 22,351 114,637
Carrying Value 146,036 291,115 191,524 106,818 484,505 32,000 24,722 0 4,487
C. NON CURRENT ASSETS
1 ® twht9we, t[!b¢ ! b5 9v|
Cost 5,464,325 15,058,339 145,365,444 455,497,077 416,208,800 542,207,000 68,344,038 3,089,624 4,506,088
Depreciation 4,071,565 5,027,943 35,011,830 52,000 211,275,391 350,184,000 57,639,925 1,706,748 2,830,437
Carrying Value 1,392,760 10,030,396 110,353,613 455,445,077 204,933,409 192,023,000 10,704,113 1,382,876 1,675,651
11® CLb!b/L![ !{{9¢{ 75,000 23,000 310,068 1,144 9,882,722 22,000 61,925 35,746
¢he¢!'[ bhb /! ww9be ! {{9¢({ 1,467,760 10,053,396 110,663,682 455,446,221 214,816,130 192,045,000 10,766,038 1,382,876 1,711,398
D. CURRENT ASSETS
10 LY@SyizNe 97,996 240,234 220,830,864 24,575,500 34,000
11® ¢NI RS FyR 23 KSNJ NBOSA 19,025,673 1,256,685 16,633,980 198,470 159,789,048 78,981,000 6,951,460 148,114 5,667,572
1110 {SOdzNARGASaA 2,148
1x® /&AK FyR OFak Sljda gl ¢ 4,115,548 127,423 8,261,910 11,651,900 1,880,310 1,667,000 56,830 856,346 850,082
¢he! [ /!ww9be¢ ! {{9¢{ 0651b 23,239217 1,624,342 24,895,890 11,850,371 382,502,371 105,223,500 7,008,290 1,038,460 6,517,654
n® Lb¢9wLa !/ / h! be¢({ 219,082 181,667 859,266 426,985 18,181
TOTAL ASSETS (A+B+C+D+E) 25,072,095 12,150,520 136,610,362 467,403,410 598,229,991 297,300,500 17,817,232 2,421,336 8,233,539
MEMO ACCOUNTS 29,002 89,157,655 179,302,932 7,076,650 447,848
LIABILITIES
A. EQUITY
1® {KFENB /FLAGET 1,546,888 12,000,000 128,088,490 586,941 493,010,887 914,633,000 205,429 1,444,393 210,000
11® { KINB t NBYRAdzy 35,000 89,955
1 JRev@uation Reserve / Grants 2,276,526 4,478,748 452,098,789 14,522,472 10,838,788
1 Reéserves 3,365,421 96,099 1,058,444 20,000 4,950,284 47,815
V. Retained earnings 5,944,360 (3,045,354) (881,891) (970,385,291) (2,391,973,500) (2,307,167) 40,047 195,749
VI. Share capital increase 890,137 70,573,000
¢he! [ 9v!LC¢, oO6!'ubliaibl il 10,856,669 11,266,172 131,781,446 452,685,729 (460,903,351) (1406,747,500) 13,687,335 1,532,255 495,704
B. PROVISIONS FOR LIABILITIES AND CHARGES 1,532,709 205,509 657,266 10,460,530 3,540,000 492,141
C. LIABILITIES
I. NON CURRENT LIABILITIES 902,171 812,234,639 1,471,881,000
u® /!lww9be¢ [L!.L[LELO({ 11,399,016 675,764 3,212,570 14,717,680 224,902,780 204,212,000 3,616,414 56,423 6,750,734
¢he! [ [L!.L[LELO{ 6/ 1bl 1l 12,301,187 675,764 3,212,570 14,717,680 1,037,137,420 1,676,093,000 3,616,414 56,423 6,750,734
D. INTERIM ACCOUSIT 381,530 3,075 959,080 11,535,393 24,415,000 21,342 832,658 987,101
TOTAL LIABILITIES (A+B+C+D) 25,072,095 12,150,520 136,610,362 467,403,410 598,229,991 297,300,500 17,817,232 2,421,336 8,233,539
MEMO ACCOUNTS 29,002 89,157,655 179,302,932 7,076,650 447,848

Source MIS system that connects the Special Secretariat with the Public Enterpiages. All data presented according to Greek General Chart of Accounts except those of Hellenic Aerospace Industry, whichtadeasigiondiing to the
IFRS and therefore there are no available data on a quarterly basis. The quarterly data submitted in the system ate tve@ddety General Chart of Accounts and are not audited by external auditors. The majority of the companies apply
I.F.R.S.and their annual results audited by external auditors are published in the press, after the approval of the AnnualrShdegioige
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Table F2: Statement of Financial Positionof 30 Public Enterprisesfor the 1* semester 201@continued)

ETANAL S.A. IPIROS
TOURISM (FISHERIES IDIKA S.A TROLLEY BUSES AT:E&ﬁ_';ACEAliS GREEK FUF INFORMATION METALWORKS TARTAHNESNPSOLIQI'T'B(?IL\IG
DEVELOPMENT CC DEVELOPMENT T CORP. (ILPAP S.A. CENTER SOCIETY INDUSTRY (MBH) |
COMPANY) RAILWAYS (ISAP S./ SA (OASA S.A)

ASSETS
Bd /1 tLe¢![ h!c¢{c¢! b5LbD 0 0
w® Chwa! ¢Lhb 9-t9b{9{
Cost 31,614,347 55,887 2,823,888 1,194,459 0 428,852 7,586,340
Depreciation 27,246,284 50,972 1,801,033 1,084,319 0 427,642 3,616,354
Carrying Value 4,368,063 4,915 0 1,022,855 110,140 0 1,210 0 3,969,987
C. NON CURRENT ASSETS
1 ® twht9we, t[!b¢ ! b5 9v|
Cost 316,855,808 106,677 2,795,804 250,970,792 676,636,091 501,331 1,307,404 13,184,783 75,899,213
Depreciation 37,780,568 89,004 1,718,463 180,863,050 225,536,370 462,747 1,299,572 12,678,508 3,958,876
Carrying Value 279,075,640 17,673 1,077,341 70,107,742 451,099,721 38,583 7,832 506,275 71,940,337
11 ® CLb!b/L'[ ! {{9¢{ 33,283,790 517 32,810 240,337 317,203 10,695 119,00 15,862 4,368,095,814
¢he¢![ bhb /] ww9be¢ ! {{9¢{ 312,359,430 18,190 1,110,151 70,348,079 451,416,924 49,278 126,872 522,137 4,440,036,151
D. CURRENT ASSETS
1o LY@Syi2Ne 596,097 10,526,257 6,722,188 0 3,161,340 0
1 1 ®e anidthir receivables 56,043,160 86,119 13,703,389 10,864,664 38,140,580 76,654 3,539,027 354,609 507,782,561
111®d {SOdaNR{GASE 43,000,000 18,813 0 3,000 9,979,500
1+® /FaK yR OF&akKk Sljdz gl t 3,308,582 1,854,576 180,389 2,880,875 20,430,338 437,014 7,744,027 2,624,722 699,901
¢he! [ /I ww9be¢e ! {{9¢{ o05.b 102,947,840 1,959,508 13,883,778 24,271,796 65,293,106 513,668 11,283,054 6,143,671 518,461,962
n® Lb¢9wLa !/ / h}| be¢{ 5,470,559 7,328 169 1,493 0 50,188,062 4,523 186
TOTAL ASSETS+B+C+D+E) 425,145,892 1,989,941 14,993,929 95,642,899 516,821,662 562,946 61,599,198 6,670,331 4,962,468,285
MEMO ACCOUNTS 69,965,420 19,222 13,979,794 9,394 280,000
LIABILITIES
A. EQUITY
1® {KFENB /FLAGLET 301,850,000 146,500 3,000,000 509,485,558 707,925,477 58,600 5,000,000 5,302,137 2,223,200,862
11 ® { KINB t NBYRAdzy 0 0 8,510
1 JRev@uation Reserve / Grants 2,077,424 29,183,546 22,941 51 2,616
1 Réserves 28,900,174 497,963 1,589749 461,020 12,879 890,118
V. Retained earnings (17,059,793) 293,010 (781,523,036) (969,870,382) 101,743 (9,502,670) (19,124,057) (40,178,925)
VI. Share capital increase 0 64,834,105 0 14,301,603 141,783,882
¢he! [ 9vi| Leyblos 4! 4bbELA 315,767,804 937,473 4,589,749 (271,576,457) (167,927,254) 196,163 (4,502,619) 488,193 2,325,698,553
B. PROVISIONS FOR LIABILITIES AND CHARGES 26,663,316 16,652,926 34,163,260 35 30,944 3,956,431
C. LIABILITIES
I. NON CURRENT LIABILITIES 36,882,778 309,133 284,428,058 565,354,141 0 4,850,000 2,140,450,000
11 ® [/} ww9b¢ [L!.L[LELY{ 44,694,930 1,052,468 6,965,043 60,479,995 77,829,083 121,018 57,617,402 1,332,138 491,881,288
¢he! [ [L!.L[LeEeLO9{ o6/ a1b/l a1 81,577,708 1,062,468 7,274,176 344,908,053 643,183,224 121,018 57,617,402 6,182,138 2,632,331,288
D. INTERIM ACCOUNTS 1,137,065 3,130,004 5,658,377 7,402,432 245,730 8,453,471 482,013
TOTAL LIABILITIES (A+B+C+D) 425,145,892 1,989,941 14,993,929 95,642,899 516,821662 562,946 61,599,198 6,670,331 4,962,468,285
MEMO ACCOUNTS 69,965,420 19,222 13,979,794 9,394 280,000

Source MIS system that connects the Special Secretariat with the Public Enterpiages. All data presented according to Greek GenerarCaf Accounts except those of Hellenic Aerospace Industry, which are submitted according to th
IFRS and therefore there are no available data on a quarterly basis. The quarterly data submitted in the system ate dove@ddety General Chart of &mnts and are not audited by external auditors. The majority of the companies apply th
I.F.R.S. and their annual results audited by external auditors are published in the press, after the approval of thevehulddiS' Meeting.
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Table F2: Statementof Financial Positionof 30 Public Enterprisesfor the 1* semester 201@continued)

PUBLIC MATERIA VOLOS POR] ELEFSINA ~ HERAKLION \ \vaiapop MWAVRIO o 0 e bOR NATIONAL EMPLOYMENT  NATIONAL

ADMINISTR ATION HELLENIEHOR: B T mores oo PORT PORT P PORT P SCHOOL OBSERVATOR  HIGHWAYS  DIGITAL AID

ORG. RACING ORG. S.A AUTHORITY AUTHORITY SA. AUTHORITY S.A. BUILDINGS ORG  RESEAREH FUND (TEO SA.
S.A. S.A. SA. (OSK S.A) INFORMATICS S.A)

ASSETS
B® /!tL¢![ h!c¢{c¢! b5LbD 0
w® Chwa! ¢Lhb 9-t9b{9¢{
Cost 930,531 8,420 374,867 1,641,490 711,501 668,596 229,365 747,380 13,863 3,992,924 22,405
Depreciation 873,199 5,824 373,874 1,330,141 469,124 521,263 117,771 630,340 13,347 3,045,833
Carrying Value 57,332 0 2,596 994 311,349 242,376 147,332 111,594 117,040 516 947,091 22,405
C. NON CURRENT ASSETS
1 ® twht9we, t[!b¢ ! b5 9
Cost 38,793,923 188,952881 13,794,003 1,902,770 17,914,883 7,506,110 2,805,634 27,132,946 1,836,385,817 2,391,305 19,047,532 126,647
Depreciation 3,424,432 12,834,612 7,339,186 935,419 7,011,547 3,716,383 575,090 9,534,553 3,567,627 1,453,308 11,271,427
Carrying Value 35,369491 176,118,269 6,454,817 967,351 10,903,336 3,789,727 2,230,544 17,598,393 1,832,818,190 937,997 7,776,105 126,647
11® CLb!b/L!'[ !'{{9¢{ 80,962 27,790 0 10,724 400 81,870 52,635 1,728 91,494 13,076
¢he¢![ bhb /! ww9be ! {{9¢ 35,369,491 176,199,230 6,482,608 967,351 10,914,060 3,790,127 2,230,544 17,680,263 1,832,870,825 939,725 7,867,599 139,723
D. CURRENASSETS
1o LY@Syi2Ne 380,750 250,000 0 85,510 240 57,585
11® ¢NIRS yR 2GKSNI NBC 5,943,160 90,841,455 1,445,230 355,224 5,265,288 811,141 1,041,145 3,365,492 11,977,431 116,064 28,582,640
1110 { SOdNRGASE 0 528 500,449 946 0
1x® /&K yR OFakK Sljdacg 699,302 2,594,298 348,781 820,037 2,810,843 2,215,225 51,938 5,129,200 80,015,559 5,879,677 63,467,973 9,941,675
¢he! [ /!ww9be¢ ! {{9¢{ 65 6,642,462 93,816,503 2,044,010 1,175,261 8,162,169 3,026,366 1,093,323 9,052,726 91,993,936 5,995,741 92,050,613 9,941,675
n® Lb¢9wLa !/ / h! be¢({ 20,631 894,406 23,174 96,108 231 27,712 95,483 1,873,902 5,102 1,410,218
TOTAL ASSETS (A+B+C+D+E) 42,089,915 270,015,734 8,529,213 3,038,012 19,410,582 7,154,977 3,471,430 26,872,295 1,925,077,285 8,809,883 100,870,405 11,514,022
MEMO ACCOUNTS 1,486,740 2,694,391 478,031 0 1,996,371 501,753 357,595 166,710,099
LIABILITIES
A. EQUITY
1o { &ltaNBS / 21,648,594 94,512,045 8,192,157 895,400 1,533,515 8,605,775 303,051 17,389,590 264,750,137 293,470 56,407,328 2,000,000
11 ® { KINB t NBYRAdzy 0
1 JRev@uation Reserve / Grants 28,822,180 267,571 120,268 15,097,491 4,325892 1,074,218,116 149,052
1 #Reéserves 1,087,213 4,724,725 66,271 82,679 964,836 3,157,255 429,672 68,824 15,659,742
V. Retained earnings (17,649,046) (135,481,397) (2,688,667) 1,268,500 414,704 (1,880,097) 1,329,314 (668,505) 7,095,348 8,091,324 4,961,011 9,248,458
VI. Share capital increase 0
¢he! [ 9v!LCEC, oO6!'i1bl!iib!ll 33,908,941 (36,244,627) 5,771,061 2,350,439 17,128,388 6,725,678 2,597,201 24,204,232 1,346,493,273 8,453,619 77,028,081 11,397,510
B.PROVISIONS FOR LIABILITIES AND CHARGE:! 772,602 1,400,000 905,626 460,403 657,307 3,115 18,660 793,300 2,825,318 326,490 348,765
C. LIABILITIES
I. NON CURRENT LIABILITIES 131,335,504 0 224,452 8,670 528,688,059 4,485,7%
11® /! ww9be¢ [L!.L[LCELO{ 7,385,514 173,158,482 1,852,526 204,362 1,115,594 359,638 832,025 1,874,763 43,842,278 29,775 18,136,210 116,512
¢he! [ [L!.L[LELO{ 6/ 1b/ 7,385,514 304,493,986 1,852,526 204,362 1,340,046 368,309 832,025 1,874,763 572,530,337 29,775 22,621,995 116,512
D. INTERIM ACCOUNTS 22,858 366,375 22,808 285,012 57,876 23,544 3,228,357 871,564
TOTAL LIABILITIES (A+B+C+D) 42,089,915 270,015,734 8,529,213 3,038,012 19,410,752 7,154,977 3,471,430 26,872,295 1,925,077,285 8,809,883 100870,405 11,514,022
MEMO ACCOUNTS 1,486,740 2,694,391 478,031 0 1,996,371 501,753 357,595 166,710,099

Source MIS system that connects the Special Secretariat with the Public Enterpiages. All data presented according to Greek General Gofaficcounts except those of Hellenic Aerospace Industry, which are submitted according to th
IFRS and therefore there are no available data on a quarterly basis. The quarterly data submitted in the system ate dve@ddety General Chart of Aces and are not audited by external auditors. The majority of the companies apply th
I.F.R.S. and their annual results audited by external auditors are published in the press, after the approval of thevehulddiS' Meeting.
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Operating Results

Revenue (Sales)

LESS: Cost of Sales

Gross Operating ResulP(ofit or Loss)
PLUS: Other Income

Total

LESS: Administrative expenses and Distribution ¢
Operating Results (Profit or Loss)
PLUS: Finance Income

(eg. Interest income)

LESS: Finance Cost

(eg. Interest charges)

Total Operating Results

(Profit or Loss)

PLUS: Extraordinary and

non-operating income

LESS: Extraordinary and

non-operating expenses

Operating and extraordinary results (Profit or Loss
LESS: Depreciation

Less : Depreciation included in operating cost
NET RESULT (PROFIT OR LOSS)

Table F3: Income Statenent of 30 Public Enterprisesfor the 1% semester of 2010

PUBLIC
CORPRATION F¢
THESSALON THE HELLENIC
INTERNATIC CONSTRUCTION  DEFENSE

HEALTH AL HOSPITAL UNIT SYSTEMS S.
HELEXPO UNITSS.A FAIR SA. SA. (EVGPYRKAL
9,482,54¢  78611C  3,311,37¢ 2,514,49¢  7,862,00(
6,516,31¢ 1,406,78¢ 2,162,390 0 745217
2,966,23; (620,679  1,148,98; 2,514,49¢ 409,83
2,708 658,42 449,09 133 378,117
2,968,937 37,74z  1,598,07t 2,514,63: 787,95(
2,192,35:  86506¢  1,516,92¢ 2,587,63.  38,592,49
776,58: (827,322 81,15( (73,000 (37,804,54C
4,99¢ 5,961 138,40¢ 112,56:
3,20z 88 316 23,418,58
778,37¢ (821,449 219,23¢ (73,000 (61,110,561
7,401 1,92¢ 3,994 73,00( 450,68:
70,71¢ 680 1,521 1,909, 14
715,06: (820,200 221,71 0 (62,569,02C
265,77¢ 1,411,07¢ 73,000  3,368,62!
265,77¢ 1,411,07¢ 73,000  3,368,62!
715,06: (820,200 221,71 0 (62,569,02C

THERMAL
BUSES

HELLENIC
CENTRE OF

CORPORAON GREEKFIL POTTERY S. HELLENICDEVELOPME DEVELOPME!
(ELKEA S.A. FESTIVAL ¢

(ETHEL S.A) CENTRE
50,795,000  165,29(
172,748,500  1,531,71(

(121,953,50C (1,366,420
68,725,000 918,72
(53,228,50C (447,699
12,844,500  1,809,17¢
(66,073,00C (2,256,878

89,00( 420
2,314,00( 0,86¢
(68,298,00C (2,266,323
852,000 18
189,50( 40,86:
(67,635,50C (2,307,167
1,816,17:

1,816,17

(67,635,50C (2,307,167

60,981
38,64(
22,341

283,33¢

305,68(

309,34(
(3,660

5,17¢
280

1,23

1,23¢

1,23¢

2,144,31!
4,258,03!
(2,113,720
3,895,11;
1,781,39:
1,344,64:
436,75(

75
20,59(
416,23¢
19,00(¢

140,50z
294,73:

294,73:

ETANAL S.A
TOURISM  (FISHERIES
co. COMPANY)
18,053,79! 406,90¢
10,340,891 5,67¢
7,712,89¢ 401,23
177,911
7,890,81: 401,23
6,023,74 473,231
1,867,06¢ (72,005
5,688,67¢ 20,69¢
1,047,83 113
6,507,90° (51,425
3,964,26( 2,011
10,067,941 0
414,21¢ (49,414
3,823,15' 6,46(
3,823,15' 6,46(
414,21¢ (49,414

IDIKA S.A

11,199,61
10,475,341
724,27(
917
725,18¢
725,37¢
(190,

190

0
375,00C
375,00(

0

Source MIS system that connects the Special Secretariat with the Public Enterjdoses. All data presented according to Greek General Chart of Accounts except those of Hellenic Aerospace Industry, which are
submitted according to the IFRS and #fere there are no available data on a quarterly basis. The quarterly data submitted in the system are according t6¢her@r&Hart of Accounts and are not audited by
external auditors. The majority of the companies apply the I.F.R.S. and the#l aesults audited by external auditors are published in the press, after the approval of the Annual Shareholders' Meeting.
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Table F3: Income Statement of 30 Public Enterprises for the®lsemester of 2010 (continued)

BUSES CORF ELECTRICAL RAILW/

TROLLEY

(ILPAP 3.)
Operating Results
Revenue (Sales) 9,702,031
LESS: Cost of Sales 41,872,074
Gross Operating Result (Profit or Loss (32,170,042)
PLUS: Other Income 20,286124
Total (11,883,918)
LESS: Administrative expenses and
Distribution cost 4,459,766
Operating Results (Profit or Loss) (16,343,685)
PLUS: Finance Income
(eg. Interestincome) 29,828
LESS: Finance Cost
(eg. Interest charges) 344,263
Total Operating Results
(Profit or Loss) (16,658,119)
PLUS: Extraordinary and
non-operating income 493,156
LESS: Extraordinary and
non-operating experses 51,994
Operating and extraordinary results
(Profit or Loss) (16,216,957)
LESS: Depoation 6,287,352
Less : Depreciation included in
operating cost 6,287,352
NET RESULT (PROFIT.ORS) (16,216,957)

ATHEN®IRAEUS

(ISAP S.A)
24,317,449
58,700,513

(34,383,064)
24,762,956
(9,620,109)

10,358,908
(19,979,023)

76,207
1,136,119
(21,038,935)
1,443,529
1,514,422

(21,109,828)
11,642,394

11,642,394
(21,109,828)

GREEK
FUR
CENTER

1,225

0

1,225
341,496
342,721

348,192
(5,471)

1,600
84
(3,956)
6,502
61

2,485
6,489

6,489
2,485

INFORMATION
SOCIETY

603,947
3,880,502
(3,276,555)

(3,276,555)

(3,276,555)
5,383
37,826
(3,308,998)
6,330
37,240

(3,339,908)
3,564

3,564
(3,339,908)

IPIROS METALWORK TRANSPORT ORC

INDUSTRY (MBH) S.A
4,628,624
3,934,330

694,294
16,641
710,935

907,227
(196,292)

13,468
825
(183,649)
303
991

(184,337)
53,054

53,054
(184,337)

ATHENS URBAN

(OASA S.A)
5,940,329
5,564,310

376,020
0
376,020

2,162,229
(1,786,210)

217,129
55,230
(1,624,311)
144,699
140,320

(1,619,932)
676,347

676,347
(1,619,932)

PUBLIC MATERIAL
ADMINISTRATION
ORG.

61,150
61,150
3,573,338
3,634,489

3,977,707
(343,218)

19,275
246
(324,188)
90,328
463,220

(697,080)
139,321

139,321
(697,080)

HELLENIC
HORSE
RACING ORG

109,367,226
115,573,523
(6,206,297)
491,967
(5,714,330)

4,326,134
(10,040,464)

10,065
1,617,982
(11,648,381)
810,323
245,813

(11,083,871)
4,237,601

4,237,601
(11,083,871)

VOLOS PORT

AUTHORITY
S.A.

2,498,393
2,666,697
(168,304)
253,467
85,163
85,163

1,618

86,781
154
24,490

62,446
273,222

273,222
62,446

ELEFSINA POR’
AUTHORITY S.A

1,467,785
660,588
807,198

0
807,198

520,680
286,518

2,270
298
288,489
418
4,855

284,053
62,437

62,437
284,053

HERAKLION POF
AUTHORITY S.A

2,741,472
2,973,533
(232,061)
543,679
311,617

701,246
(389,629)

91,829

(297,800)
588,153
1,892

288,462
722,065

722,065
288,462

Source MIS system that connects the Special Secretariat with the Public Enterdoses. All data presented according to Greek €mah Chart of Accounts except those of Hellenic Aerospace Industry, which are

submitted according to the IFRS and therefore there are no available data on a quarterly basis. The quarterly datan shbraitsteim are according to the Greek Generalt@h&ccounts and are not audited by

external auditors. The majority of the companies apply the I.F.R.S. and their annual results audited by external apdlitisheden the press, after the approval of the Annual Shareholders' Meeting.
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Operating Results

Revenue (Sales)

LESS: Cost 8les

Gross Operating Result (Profit or Loss)
PLUS: Other Income

Total

LESS: Administrative expenses and Distribution cc

Operating Results (Profit or Loss)
PLUS: Finance Income
(eg. Interest income)
LESS: Finance Cost
(eg. Interest charges)
Total Operating Bsults
(Profit or Loss)

PLUS: Extraordinary and
non-operating income
LESS: Extraordinary and
non-operating expenses

Operating and extraordinary results (Profit or Loss]

LESS: Depreciation

Less : Depreation included in operating cost

NET RESULT (PROFIT OR LOSS)

Table F3: Income Statement of 30 Public Enterprises for the®lsemester of 2010 (continued)

KAVALA POR' PATRAS POR’ NATIONAL SCHOC EMPLOYMENT OBSERVATC  NATIONAL
AUTHORITY  LAVRIO PORT AUTHORITY BUILDINGS ORG  RESEARANFORMATEE  HIGHWAYS FUN
S.A. AUTHORITY S./ S.A. (OSK S.A) (PAEP S.A) (TEO S.A)
636,122 751,182 3,124,754 16,316,064 18,098,382
456,731 324,804 2,372,124 0 19,186,767
179,391 426,378 752,630 16,316,064 0 (1,088,385)
395,682 3,670,637 5,382,965
575,073 426,378 752,630 19,986,701 0 4,294,580
373,689 332,474 1,516,603 10,365,781 845,177 1,836,367
201,384 93,904 (763,973) 9,620,919 (845,177) 2,458,213
28,238 127 95,934 248,889 89,787 819,681

2,437 351 9,440,487 70 4,858
227,185 93,680 (668,039) 429,321 (755,460) 3,273,036
4,347 86,444 56,122 439,273 1,443 1,967
3,911 10506 56,588 234,824 9,864 106,812
227,621 169,619 (668,505) 633,770 (763,881) 3,168,191
807,200 241,480 36,483 624,664

807,200 241,480 36,483 624,664

227,621 169,619 (668,505) 633,770 (763,881) 3,168,191

TRAINOSE S.A.

(OPERATING RAILW!

COMPANY)

50,858,313
132,929,678
(82,071,365)

1,017,243
(81,054,122)

13,136,960

(94,191,081)

257,539
20,816
(93,954,359)
343,953
2,986,300
(96,596,707)
211,324

211,324
(96,596,707)

DIGITAL

AMPLIFICATION S./

49,995,000
40,768,497
9,226,503
9,226,503
9,226,503
6,328
4,036

9,228,794

9,228,794

9,228,794

Source MIS system that connects the Special Secretariat with thécHrtkerprisesNotes: All data presented according to Greek General Chart of Accounts except those of Hellenic Aerospace Industry, which are
submitted according to the IFRS and therefore there are no available data on a quarterly basis. The quatibnlyittiedain the system are according to the Greek General Chart of Accounts and are not audited by
external auditors. The majority of the companies apply the I.F.R.S. and their annual results audited by external apdiitisheden the press, aftitre approval of the Annual Shareholders' Meeting.
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Table F4: Wage cost of 52 Public Enterprises

Public Enterprise

THERMAL BUSES CORPORATION (ETHEL S.A.)
RAILWAY INFRASTRUCTURE MANAGER (EDISY S.A.)
HELLENIC AEROSPACE INDUSTRY S.A.

TRAINOSE S.A. (OPERATING RRICOMPANY)
ATHEN®IRAEUS ELECTRICAL RAILWAYS (ISAP S.A.)
HELLENIC DEFENSE SYSTEMS SPA.AHRADL)
TROLLEBUSES CORP. (ILPAP S.A))

HELLENIC HORSE RACING ORG.

NATIONAL HIGHWAYS FUND (TEO S.A.)

HELLENIC RAILWAYS ©&8E

TOURISM DEVELOPMENT CO.

IDIKA S.A.

NATIONAL SCHOOL BUILDINGS ORG. (OSK S.A))
ATHENS URBAN TRANSPORT ORG. (OASA S.A.)

HELLENIC ORGANISATION OF SMALL AND MEDIUM SIZED ENTE
AND HANDICRAFT S.A.

PUBLIC ESTATE CORP.

PUBLIC MATERIAL ADMINISTRATION ORG.

HELLENIC FOREIGN TRADE BOARD

PATRAS PORT AUTHORITY S.A.

IPIROS METALWORKS INDUSTRY (MBH) S.A.

HERAKLION PORT AUTHORITY S.A.

HELLENIC ORGANIZATION FOR STANDARIZATION S.A.
HEALTH UNITS S.A.

PUBLIC CORPRATION FOR THE CONSTRUCTION OF HOSPITAL |
VOCATIONAL TRAINING S.A.

VOLOS PORT AUTHORITY S.A.

INSTITUTE OF PHARMACEUTICAL RESEARCH AND TECHNOLOC
HELEXPO

INFORMATION SOCIETY

THESSALONIKI INTERNATIONAL FAIR S.A.

HELLENIC FESTIVAL SA

HELLENIC SALTWORKS S.A.

GREEKIEY CENTRE

ATHENS CENTRAL MARKET S.A.

INVEST IN GREECE AGENCY

EMPLOYMENT OBSERVATORY RESERREMATICS (PAEP S.A.)
TECHNOLOGY AND DESIGN CENTRE (ELKEDE S.A))
THESSALONIKI CENTRAL MARKET ORG.

ELEFSINA PORT AUTHORITY S.A.

KAVALA PORT AUTHORITY S.A.
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FINAL OUTCOMI

A' SEMESTER
2009

FINAL
OUTCOME A’
SEMESTER

2010

152,8(%,000.00 141,146,000.00
120,887,376.50 108,743,126.88

68,489,719.12
54,376,175.31
49,826,530.89
45,656,898.25
33,727,889.30
11,647,867.41
7,269,208.00
4,896,839.65
10,560,042.56
9,236,939.11
9,819,097.86
6,374,901.96

5,067,332.46

4,665,305.86
3,453,000.00
2,978,749.00
1,514,133.67
2,003,639.31
1,817,373.02
1,986,230.00
1,769,093.15
1,713,890.00
1,960,574.93
1,591,504.00
1,160,324.81
1,561,033.45
882000.00
1,315,044.59
881,715.25
864,497.00
755,122.83
1,015,041.99
861,605.43
897,209.64
527,567.75
565,396.88
385,808.91
354,967.00

73,202,000.00
50,035,282.45
44,974,251.55
39,548,824.43
30,612,132.51
9,140,943.81
3,517,739.00
4,285,877.07
6,968,940.00
8,614,247.13
8,422,720.98
6,045,892.18

4,764,817.64

4,172,835.40
2,952,633.91
2,514,548.00
1,993,692.67
1,938,736.92
1,872,962.42
1,781,123.72
1,710,242.08
1,693,101.28
1,614,805.11
1,601,815.07
1,432,676.29
1,335,817.43
1,074,983.00
1,054,170.00
934,615.97
806,969.00
791,152.45
757,802.96
700,376.61
677,709.15
558,518.18
512,793.39
461,462.34
404,755.95

DIFFERENCE

-11,659,000.00
-12,144,249.62
-3,400,000.00
-4,340,892.86
-4,852,279.34
-6,108,073.82
-3,115,756.79
-2,506,923.60
-3,751,469.00
-610,962.58
-3,591,102.56
-622,691.98
-1,396,376.88
-329,009.78

-302,514.82

-493,470.46
-500,366.09
-464,201.00
479,559.00
-64,902.39
55,589.40
-205,106.8
-58,851.07
-20,788.72
-345,769.82
10,311.07
272,351.48
-225,216.02
192,983.00
-260,874.59
52,900.72
-57,528.00
36,029.62
-257,239.03
-161,228.82
-219,500.49
30,950.43
-52,603.49
75,653.43
49,788.95

% OF
DIFFERENC
-8%
-10%
-5%
-8%
-10%
-13%
-9%
-22%
-52%
-12%
-34%
-71%
-14%
-5%

-6%

-11%
-14%
-16%
32%
-3%
3%
-10%
-3%
-1%
-18%
1%
23%
-14%
22%
-20%
6%
-1%
5%
-25%
-19%
-24%
6%
-9%
20%
14%
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46
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51
52

Table F4: Wage cost of 52 Public Enterprises (continued)

FINAL FINAL
Public Enterprise Oggﬁggrié Oggﬁgsl\{lrié DIFFERENCE

2009 2010
IGOUMENITSA PORT AORHY S.A. 410,901.07 400,008.75 -10,892.32
ETANAL S.A. (FISHERIES DEVELOPMENT COMPANY) 281,926.06 357,527.28 75,601.22
GAIA OSE S.A. 385,756.72 340,371.27 -45,385.45
RAFINA PORT AUTHORITY S.A. 274,842.41 307,625.55 32,783.14
DIGITAL AID S.A. 169,154.01 287,626.41 118,472.40
RESEARCH CENTER FOR BIOMATERIALS (EKEVYL S.A.) 278,365.00 259,704.00 -18,661.00
KERKYRA PORT AUTHORITY S.A. 206,850.58 214,229.09 7,378.51
LAVRIO PORT AUTHORITY S.A. 183,314.50 181,353.09 -1,961.41
HELLENIC CENTER OF GOLD SILVERSMITHSS TRADE (ELKA 145,216.11 134,991.19 -10,224.92
ALEXANDROUPOLI PORT AUTHORITY S.A. 140,050.00 119,853.24 -20,196.76
HELLENIC CENTRE OF POTTERY S.A. (ELKEA S.A)) 160,388.00 110,232.00 -50,156.00
GREEK FUR CENTER 70,397.04 83,867.07 13,470.03

TOTAL 630,830,808.35 578,170,483.87 -52,660,324.48
Source MIS system that connects the Special Secretariat with the Public Enterprises.
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% OF DIFFEREN!

-3%
27%
-12%
12%
70%
-71%
4%
-1%
-1%
-14%
-31%
19%
-8%



ANNEX G: REPORT FROM THE BA NK OF GREECE

BANK OF GREECE

EUROSYSTEM

The MoU commits the Bank of Greece to Areduce ren
effort of fiscal consolidation. o6 In this regard, (
Bankds wage bill doe @l anmualided lbagis. The Sameprate of elecline is

projected for the entire year, 2010. In regards to the proposed elimination ofsalagffallowance

paid to staff members each year in March, this allowance is part of a collective wage bargaining

agreement (made in 1984), applying to the entire banking sector; the agreement has been ratified by

law. Therefore, it can only be eliminated, or withdrawn, with a new law.

Regarding the progress in strengthening the supervision function, the Bank of Grpemeeéeding

with the recruitment of qualified personnel so that it can satisfy its present and future needs and
obligations. The Supervision Department requested thirty new staff members, specialized in risk
management, finance and accounting/auditing Enancial Stability Department requested an

additional fivestaff members. Both requests were approved by Management. The recruitment
process is monitored by ASEP; hence, the timing o
control. Currently fomalities are finalized.
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