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Eurostat Guidance on accounting rulesfor EDP!
Classification of paymentsfor the use of roads

This note provides guidance on the appropriatewatony treatment of payments for the use of
roads, in the light of ESA 1995/SNA 1993 principéesl rules and of the further elaboration of
the Manual on Government Deficit and Debt (MGDDifjmthe aim to ensure an appropriate
measurement of the government deficit and the égudltreatment across Member States.

|. Theissue

1. In Europe there are at least two systems for réaalging — tolls and "vignettes". According
to available information, toll systems exist in fea, Greece, Ireland, Italy, Poland, Portugal,
Slovenia, Spain and the United Kingdom. Vignetteesges exist for passenger traffic in Austria,
the Czech Republic, Hungary and Slovakia. Tollspagments mainly proportional to distance,
charged to users on the basis of the number ofmletes (although subscription schemes often
also exist), while in the case of vignettes, paytsane in connection with a pre-determined time
of usage such as one week, one month or one yeneraly with wide access to the road
framework and for an unlimited amount of kilometres

2. In future, "road pricing”, which implies individuatacking devices to monitor the roads
actually used on which user charges are based, atsy develop. Road pricing may be
assimilated to another more efficient way to adstari toll systems, whilst having the same
feature of proportionality of payment to the seevprovided.

3. Some new cases of "city tolls", where users mugtgptee — generally a daily fee — to have
access to the centre of some cities, are not aslelten this note. These tolls can be established
for various purposes, such as to avoid traffic estign, to limit pollution or to raise revenue.
They raise specific accounting difficulties, notalgiven that it is unclear whether users can be
deemed to be willingly conducting a genuine purehafsa service. The case of city tolls might
be subject to further guidance by Eurostat in there.

4. The main issue at stake is whether payments fat, fo@th in the case of tolls and vignettes,
should be considered as sale of services or as akeen the infrastructures are owned by public
units. The issue is important also because thesitilzegion of payments made for the usage of
roads, either as sales or taxes, influences thessis®nt of the 50% criterion, which is

fundamental for the purpose of assessing whethgiven institutional unit (in some cases, a
government-controlled entity receiving the paymeinthe toll or vignette) is a market or a non-

market producer.

! This Guidance note is released under the respbitysilf Eurostat. Member States have been condudti¢hin the
framework of the Financial Accounts Working GrotfAWG), where this Guidance note received broad stpp



I1. Accounting references
ESA 1995/ SNA 1993

5. In order to see whether tolls and vignettes shbeldonsidered as taxes or sale of services, it
is important to recall the distinction between taad sales in national accounts. Features, such
as the exercise by government of a regulatory fancind the proportionality of payments in
relation to the cost of services provided are irtgodrin this respect.

6. Taxes are compulsory, unrequited payments, in ocaghkind, made by institutional units to
government units (SNA 1993, paragraphs 7.48 an8)8®he borderline between taxes and
purchases of services from government, in the caeences granted by governmestdefined

in ESA 1995 as follows: (paragraph 4.80-d, footnbje"if the licences are being granted
automatically on payment of the amounts due, their payment is treated as taxes. But if the
government uses the issue of licences to organise some proper regulatory function (such as
checking the competence, or qualifications, of the person concerned), the payments made should

be treated as purchases of services from government rather than payments of taxes, unless the
payments are clearly out of all proportion to the cost of providing the services'. ESA 1995
paragraph 4.23-e) also describes the same appirogaims of borderline case.

7. It can be assumed that both ESA 1995 quotationsresticted to situations where no
government asset exists in the first platkis is because in case a government asset eaists,
renting service is likely to be provided in exchargf the payment, i.e. a presumption of rent or
rentals recording would be considered, and theyaisalvould be different.

8. The conclusion from the above ESA 1995 paragraphdddead apparently to the following
conclusion:

» if licences are granted automatically or if goveemmnexercises a regulatory function but
payments are out of proportion of the cost of ping the services, they should be
recorded as taxes.

» if licences are granted in case of government ésiage a regulatory function with
payments being not out of proportion of the cogpraividing the services, they should be
recorded as services.

9. However, a question would arise on how licencesulshbe recorded in national accounts
when they are not granted automatically and whenobwious regulatory functions are
performed.

10.According to the above, the vignette receipts cdogeroads where government is not the
economic owner would necessarily and automatidadiaxe& The main reason would be that
the vignette would not be linked to the usage ohsset owned by government.

2 As an example, a case has been observed wherigitette covers some roads that are operated @RRwith
the asset classified outside government.



Manual on government deficit and debt

11.The ESA 1995 Manual on Government Deficit and D@#GDD) provides a more
comprehensive framework to interpret the clasdificaof licences proceeds. It expands on the
classification of receipts, in its Part IV on lesaskcences and concessions, including cases of
receipts where a (underlying) government assetexi$ie section 1V.2 of the MGDD is based
on the following structure:

(a) receipt for goods and services produced by mowent (that could be supplied by other
units),

(b) receipts for the use of a produced asset owgegbvernment,

(c) receipts for the use of a non-produced assatdvy government,

(d) note on intangible non-produced assets and

(e) receipts in return of permission from governtierundertake an activity.

12.The MGDD focuses on whether the service is provigeedther entities than government and
on whether the receipt is related to the use abasting asset. Only item (a) and mostly item (e)
can be (partially) related with the above distiostestablished between taxes and sales, while (b)
and (c) are payments derived from the existen@afsset.

13.1n the first cases (a) and (e), government recefiveds, resulting from its taxing powers or
because it provides a service similar to any ofineducer, while in the second case (b) and (c),
government receives funds for the use of an adsiehvit already owns (government asset). ESA
1995 paragraph 4.79-d records as taxes — in thedt, dA.59 — payments by households for
licences either to own or use vehicles, boats wrait or for licences to hunt, shoot or fish.
However, the ownership elements mentioned in ES36X8ar 4.79-d clearly refers to the licence
payer's asset, not to that of the licence gramjovérnment). Thus the two situations are clearly
distinct.

14.Road tolls and vignettes are apparently relatet thi¢ type (b) and (c). A ‘'motorway' means
a road specifically designed and built for motaffic. In this context, the MGDD (item b, page
160) explicitly indicates the examples of "road dnitge tolls" and of "vignettes for use of
specific roads for a certain length in time" toddassified as a sale of service. These payments
are referred to be made each time the asset is as&hen there is a single payment allowing
the use of the asset for a period of time less tmanyear.

15.The MGDD sectiorb) receipts for the use of a produced asset owned by government (page
160-161) mainly indicates that the classificationreceipts for the use of a produced asset
depends on the financial lease/operating leasatesavoids to refer to the cost of providing the
service.

16.Three sub-categories are then considered: i) thet & used for a period of time less than
one year (this case), ii) the asset is used foereog of more than one year but less than the
economic life, and iii) a payment is undertakenonder to use the asset for the rest of its
economic life (to be recorded as a sale of an adsas assumed that the market/non-market
criterion is then to be applied (ESA 1995 paragraghl).



[11. Analysis
Market / nonmarket nature of the payment

17.An important issue would be to determine whethellst and "vignettes" are to be
considered as set at "economically significantg®icor, in a more general way, whether the
payments are market or non-market.

18. An assessment on whether the output is market mmmarket should first be made, implying
analysing the nature of the underlying transaci@om the characteristics of the associated
payments. In the case of a market output, thedativeen the payment and the service must exist
because the price must be economically signific&@ther possible cases include "partial
payments" (P.131) ("revenue from the sale of tleher non-market output®™ ESA 1995,
paragraph 3.45), transfers and taxes. In the ddgaudial payments”, similarly to market output,
these revenues must also be linked to the outpguéstion although in a different manner (as
they are not economically significant).

19.Thus, one could establish a distinction betweels ttd vignettes on the basis of two main
features: when the user is forced to buy a givexkgge — situation applicable in certain cases to
vignettes — he/she might makeayment where no stricproportionality is observed and with
unrequited features. A clear example would be a situation wthke user of the road is obliged
to acquire a vignette for one year, and not haeectibice to acquire the vignette for shorter
periods to fulfil his specific needs (say, for atay or for one week).

20.As far as compulsory and unrequited payments areeraed, it is important to underline that

the ESA 1995/ SNA 1993 criteria established betwsméput and transfers lays on the distinction
between unrequited or requited transactions. geiserally easy to determine in a commercial
transaction whether the payer receives somethingkanange or not. However, in the case of
government, the borderline is murkier becausentaaays be argued that the taxpayer always
receives something in exchange (e.g., services géreral nature from government free of

charge). There is a broader spectrum of casesn@nigom itemized payments to general

payments to governments.

21.1In this case, one possible further criteria fossification should be whether the existence of
an alternative road might influence the decisiothefuser. In many cases, the user has no choice
and it is obliged to pay for the use of the onlysérg road. In this case, the price influences
neither demand nor supply, and difficulties arisectassifying it as a sale (market output). In
this respect, the "choice" of the user could beceored as multi-criteria with respect to the time

/ space dimensions: choice to pay a fee valid onipediately (toll) or, say, for one dagrsus

for one year (vignette), or forever (vignette).

22.Sometimes, the fact that the charge will be useddmtain the road infrastructure benefiting
those that use it and are paying for it (ring-faggimight be indicative of, or instrumental to
establish, the proportionality of the paymentsdsts. However, ring-fencing as such cannot be a
decisive classification criteria, unless in therexte case where the vignette proceeds are
collected by another institutional unit than theedmearing the costs of the provision of the
service.



Conclusions

23.The distinction made between a tax and an acquisiif service, according to different

criteria indicated in ESA 1995 and the MGDD hasrbkmghlighted. From the above, it can be
concluded that a sale of services can be geneassiymed for both tolls and vignettes, but only,
in the case of vignette, when there is the possilib buy it according to needs, for different

periods of time, or for a limited length of timeays for a maximum period of time of less than
one year), or for very specific parts of the rogskems (one motorway or a section of it).

24.This indicates that users are facing a choice soras a deliberate purchase act and that at
the same time there is some proportionality betwden payment made and the service
purchased. And most commonly it would be consisiétit the fact that the charge will be used
to maintain the road infrastructure benefiting #hdsat use it and are paying for it (ring-fencing).

25.1In very specific circumstances, whenever the uséorced to buy a "package" allowing him
to use several or all the roads of the countryafoonsiderable length of time (say, one year), the
payment should be classified as a tax. In this,dhgeuser is not acquiring a service for using a
specific road or for using it during a specificipérof time, and the vignette or licence functions
more as a device to levy government revenue.

V. Guidance

26.Payments for the use of roads will generally besifeed as a sale of a service in the case of
tolls. They will also be classified as a sale cfeavice in the case of vignettes whenever users
have sufficient choice both in terms of selectipgdfic roads and of choosing a determined

length of time.
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