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COMPLIANCE RATINGS

Fiscal transparency 2006 2005 2004 2003
Clarity of roles oo oo oo eee
Availability of information soee soee cece e
Budget preparation oo coe ooo coo
Accountability oo coe coo eee
Score 3.00 3.25 3.25 3.25

OUTLOOK & COMMENTARY

In the coming year, the political scenario in Argentina will be dominated by the October
presidential and parliamentary elections. Consequently, a lack of comprehensive reform in the
fiscal transparency framework has to be expected. The cabinet chief has been formally granted
discretionary powers to make budgetary reallocations -- a significant setback for the budgetary
process and the Congress’ constitutionally mandated role, and one that will prove difficult to
reverse in the future. The lack of congressional budgetary oversight could compromise fiscal
transparency, as well as the credibility of state institutions more generally.

Curbing legislative control powers will not resolve entrenched flaws in the federal system, already
dominated by short-term political interests rather than long-term objectives. This would require a
fundamental reform of the federal revenue-sharing system, an increasingly difficult move after the
early repayment of IMF debts and the 2007 forthcoming elections. However, the proposed
introduction of results-based budgeting for the 2007 budget, using performance indicators --
although limited to specific pilot budget programmes only -- represents a positive step and needs
to be closely followed in the coming year, owing to the positive consequences it could have for
budgetary management.
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EXECUTIVE SUMMARY

Argentina is a federal state and, under the terfrthen constitution, National Treasury funds areduse finance
federal government expenditures. The federal gowent has little constitutional authority to cohtpsovincial

spending. While a new revenue-sharing accord hestvtke federal government and the provinces wasobiige

main demands of the IMF, the government’s decisiopay off its debt to the Fund in January thisryess removed
one of the chief motivations to advance on thistisally charged issue.

A major problem lies in the country’s fiscal traaspncy legal framework, which has been constartinging in
the past few years, showing a lack of long-termecehce. Moreover, shortcomings in the implemenatf
theoretically adequate laws represent a cause wfecn. The Fiscal Responsibility Law (LRF), apmdvby
Congress in August 2004, intended to increase atibmal governments’ fiscal efficiency, and limitédture
spending and debt issuance by the provinces. Hawaslgerence to the law is questionable. Some adganave
taken place in the standardisation of provinciatidrts, and some executive summaries containingeggtgd
information on LRF compliance have started to bigliply available.

Public provision of information on fiscal activity adequate at the national level, although vagial a provincial
level. Starting this year, some aggregate infoionadn the execution of fiduciary funds has stattetde published
on a quarterly basis. Moreover, some progres®basred in the budget consolidation of extra-btaigefunds and
bodies. Publicly available information is consiglbreliable, but its presentation could be improva@the Ministry
of Economy (MEcon) website contains relevant andtamlate information, but it is not considered ® user-
friendly. Timely publication of debt informatiors iavailable. Even though the legal framework foration is
perceived as unclear, the tax agency has been ghaorts to present the information within its aped and easily
accessible website. Information on public compsrige included in the budget documentation, althoitgis
presented on a consolidated basis and there isométaring of their budget-execution. Enforcemehinalependent
fiscal audit reports is weak and the lack of effextex-post controls remains an issue of concern.

The preparation procedures for the national budgdtinformation on its administrative rules are |mlj available
on the MEcon website. A wide range of fiscal imfiation, including drafts, proposals and consolidagports on
national budgets, is available. However, aftergpproval of Law 26.126, granting permanent povaeis allowing
the cabinet chief to redistribute budget funds @becalled ‘superpowers law’), the whole institatb process of
budget preparation has been severely devaluedurdSgapproved by Congress can be reallocated amdthough
total budget or debt figures cannot be increasadua projected expenditures could eventually loee@msed by
presidential decree, transferring the administrathd national resources almost entirely from thgidiative to the
executive branch of government.

Argentina’s overall score has been downgraded 88 in 2005 to 3.00.
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1. CLARITY OF ROLES, RESPONSIBILITIES, AND OBJECTIVES

oo Enacted

The government sector should be distinguished from the rest of the public sector and from
the rest of the economy, and policy and management roles within the public sector should
be clear and publicly disclosed.

Structur e, functions, and responsibilities of gover nment

The National Constitution, reformed in 1994, setg t¢he division of responsibilities between the tcan
government, provincial governments and municigesiti The structure, functions and responsibilities tioé

government are clearly explained on the websitahef Cabinet Chief Office. This has a detailed inatlof

authorities, functions and objectives of the exiseubranch, including the cabinet chief, ministregsl independent
government agenciés.

Argentina is a federal state and, under the terfrihie constitution, National Treasury funds areduse finance
federal government expenditures. The federal gowent has little constitutional authority to comtpsovincial
spending. The traditional system of revenue sigaknown as ‘co-participation’ gives the federal/goment the
power to collect a range of taxes, which are thetriduted to the provinces to cover their spendeguirements.

Yet with the expiry of the previous co-participati@agreement in 1994, the revenue-sharing systembban
governed by a series of interim accords, which haéntained the percentages received by the natiwhthe
provinces as a whole (42.3% and 56.66%, respeygiva$ well as the percentages received by eaclinoe” The
percentages disbursed to each province (seconddripdtion) have remained the same since the implation of
the now-expired Law 23.548 of 1988However, the percentages received by each previrere calculated on the
basis of political, rather than economic or socrétkria, and the system has not been functionffigiently. While
some provinces generate around 50% of their owemess, others depend on co-participated revenuespfoo
90% of their spending. As revenues are not catkébcally, there is little pressure for resporeipliblic spending
from local voters. A chief demand of the IMF wase@w revenue-sharing accord between the federalrgment
and the provinces, but the government’s decisiopatpoff its debt to the Fund in January this yess removed the
chief motivation to advance on this politically ched issué.

The Fiscal Responsibility Law (LRF), approved byn@ress in August 2004, intended to increase subsadt
governments’ fiscal efficiency, and to limit prouial future spending and debt issuance -- a gaal lthd proved
elusive in the past. Based on LRF provisions,rtbminal rate of increase in provincial primary patdpending
may not exceed that of GDP growth. In additiohgapenditures have to be included in the budggslation and it
is only possible to increase them if tax revenussvg Some commentators have expressed their dablotst the
technical capacity of provinces to implement somiehe LRF provision§. Decree 1382/05 has clarified the
compensation of debts between the central governarehthose provinces adhering to the law. Ther20@get
exempts from LRF control some of the resourcessteared by the national government to the provinces

Despite isolated incidents of progress, there ifareasing perception that many provinces arecaotplying with
the LRF. Several provinces will be in a difficplsition to follow the law’s spending limits thiear and, according
to some commentators, enforcement procedures renesk. The IMF has recently encouraged the goventrio
review the functioning of its fiscal responsibilitggime’

Oxford Analytica Ltd. 5 Alfred Street, Oxford, OX1 4EH, UK
Tel: +44 (0) 1865 261600 Fax: +44 (0) 1865 242018 Email: oa@oxford-analytica.comWeb: www.oxan.com 4




Fiscal Transparency December 2006
Argentina

The government continues its efforts to strengthenfinancial position of a number of provincesothgh bilateral
agreements. These ‘ordered financing programni&sOj, recently renamed as ‘financial assistancgrpromes’
(PAF), impose spending limits on provinces by dafing that any overspending will result in the dosf the
national government’s assistance in financing tmatvince's deficit. These bilateral accords hawgrioved
provincial finances and emphasised the importafidsaal policy transparency at the sub-nationakle However,
the PAF’s requirements are not uniform across p®s, and are difficult to monitor. Publicly awdile
information for PAFs is limited. Yet the terms tifese agreements have changed in the past yeauriiay
provincial positions. Lending programmes are edéehfor longer periods and with lower nominal iesdrrates. In
the absence of a new comprehensive law, implenientaf PAFs is likely to continue in the near fuedf

Coordination and management of budgetary activities

The coordination and management of budgetary &ietvis set forth in Articles 99 and 100 of the stitation, in
Law 24.156 on financial administration (1992), iaw 25.152 on the federal administration of pubbsaurces
(1999), and in Law 25.917 on the federal fiscapeesibility system (2004). In the past year, Law 26.124 has
modified article 37 of the law on financial adminéion and article 15 on the federal fiscal resgioitity system.

The National Budget Office (ONP) at the Ministryfonomy (MEcon) is responsible for preparing andlighing
the national budget according to a fixed timetablrovincial governments prepare their own budgaithiough
these are not necessarily made fully public or gmesd to the MEcon. Congress is charged with véwig and
controlling tax and budget information, althougbgh controls are only partial in practice.

The LRF established the Federal Council for Figaéponsibility (FCFR) in order to monitor complienwith the
law, to develop the tools necessary to implementaitd to impose sanctions for non-compliance. The
complementary regulations to the LRF issued by 82d731/04 have reinforced this prerogative. ThanCil is
formed by the economy ministries of the provincglsseribing to the law and meets on a quarterlysbakiowever,
oversight under the FCFR is very limited, and naniitg mechanisms are still being developed. Aati8D of
Decree 1731/04 grants excessive prerogatives tB@#R to avoid imposing the sanctions schém&he LRF was
originally envisaged to come into force in 2005.oW¢ver, delays in the establishment of the Councihich
started operations earlier this year -- have pdatdut from analysing the macro-fiscal framework 2005 prepared
by the MEcon at the end of last year. Enforcenmérthe LRF is now under way, although limited infation is
available on compliance levefs.

The LRF called for the budget consolidation of astudgetary funds and bodies (like fiduciary funth® tax
agency and the National Pension Office). Indedthrte are under way to follow the LRF provisionada
consolidate these items within the annual budget la

In 2005, the IMF underscored the importance ofrgjifeening the institutional fiscal framework, inding the LRF,
while acknowledging the political constraints fagiauthorities. The establishment of clear ruleseinforce the
role of the FCFR was also highlighted. The IMFoatslled for less discretion of federal financimgptrovinces;
better coordination of fiscal policies across diigt levels of government; increased budgetarysfrarency and
consistent accounting standards at the provinei&l] and more equitable and stable intra-govertaheavenue-
sharing*?

Relations between gover nment and public sector agencies

The main extra-governmental public sector agenaiesthe central bank (BCRA) and, to some exterd, tédx
administration*> The BCRA is in principle autonomous, and it noxerises control over monetary policy.
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Historically, the MEcon has had considerable (un@f) influence on the choice of the BCRA’s pre=id --

although the Argentine president has formal respditg for filling this post. The BCRA may grartemporary
advances to the national government as long asdbeyot exceed 12% of the monetary base, whichistsnef

money in circulation plus the financial institutiemand deposits held in current or special autsoat the central
bank. These advances must be reimbursed withirvéwabnths. The only exception to the 12% monetaselimit

relates to those that are exclusively allocatecoyment of obligations to multilateral credit ages. In addition,
the BCRA is allowed to grant advances as long @g tlto not exceed 10% of the funds obtained by tdwermment
in the last twelve months. The BCRA advises thecbtEand Congress, to which it must report quarterly
exchange and monetary policy.

The National Inland Revenue Office (AFIP) is resgible for national tax collection and administratiolt is one of
the main departments of the national governmenti@diectly accountable to the MEcon. Its diredtoappointed
for four years, one year after the president takiise, and cannot be dismissed without just cau3ée legal
framework underpinning AFIP’s autonomy has beenrowed several times, but it does not grant stayutor
protection against political interference and dssals.

Government involvement in the private sector

Most government involvement in the private sectsedito be minimal, following the extensive privatisn and
deregulation that took place in the 1990s. Howegeadual re-involvement of the state has takeneplacently.
Subsidies to the private sector have also beerasang, although publicly available information abthem is
limited.** The 2007 budget includes subsidies to seveneoRthpublic enterprises. These subsidies amoud®®o
million pesos, with the total amount of transfensl subsidies reaching 7.7 billion pesos.

Public investment soared by 246% in 2002-2005, mfasker than the expansion of private investmea#¢a),

raising the share of public investment in totalizdgormation from 5.6% in 2002 to 8.8% in 2085Investments in
public enterprises accounted for 5% of the totflecting the major state role in the economy. bioly has the
government re-nationalised some public utilitiescts as former water company Aguas Argentinas, newamed
Aysa) but it has also created new ones, such astdle-owned energy company ENARSA -- created by 25.943
in October 2004.

The state holds small percentages in some ‘resithrapanies’ and serves as the regulators of teedeis and gas
sectors Comision Nacional de Comunicacionasd Ente Nacional Regulador del GasTwo of the largest banks,
Banco Nacion(BN) andBanco de la Provincia de Buenos Aif@apro), continue to be state-owned. In line with
IMF recommendations, the government has stratdgicediewed both Bapro and BN operations, with dgective

of strengthening their roles and functions. Thditing firm for Bapro delivered its report in 2008hich identified
several areas to be strengthened to improve Baper®rmance: better risk-assessment and monit@ystems,
more efficient loan collection mechanisms, and iowements in governance practices. Tteengthening and
Efficiency Plan for Banco Naciéwas also conducted and final results were deld/éneApril this year. This
comprehensive review of BN’s operations (includitsgousiness profile, human resources capabilitied,assessing
its insurance, capital markets and pension argagequl the recovery of the bank’s financial positidter the crisis.

Thereshould be a clear legal and administrative framework for fiscal management

L egal framework for budgetary activities

A permanent Budget Law (Law 11.672 of 1933) andaavlfor Budget Execution and Public Administration
Organisation (Law 24.629 of 1996), together witle thforementioned regulations, are key componentthef
budgetary legal framework. Law 25.152 on the faHadministration of public resources aims to redthe public
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deficit and improve the operation of the publicteecincluding better public availability of inforation. In addition,
the LRF establishes among its key priorities publi@nagement transparency both at a national anchatidnal
level.

The preparation procedures for the national budgdtinformation on its administrative rules are |ml§ available
on the MEcon website. The country’s legal framdwfior budgetary activities is adequate, but consgamain

regarding the actual implementation of that framekwo

L egal framework for taxation

The legal framework for taxation is unclear, maibgcause of its numerous regulations. As a comrseg) some
provisions of the different tax laws may not belyfumplemented. Article 4 of the constitution ddtahes that
Congress must levy taxes equitably and proportipnal’he AFIP website has an updated and easilgssible
information system regarding tax laws, includingpecific section aimed at facilitating understandaf the tax and
customs system. The AFIP’s budget forms part efrthtional consolidated budget.

Information on tax collection is updated on a mbnthasis and is publicly available. Data includatistical

information of previous years and aggregate infdionafor the tax year in progress. In additiore MEcon website
provides a wide-range of tax information, includiadist of current national taxes, a schedule ffigirtapplication
and amendments to tax laws.

Even though some ‘disruptive’ taxes introduced éaldwith the country’s economic crisis were scheduio be
eliminated in 2004, many retained and will not timmated in the near future. These taxes areiegpb exports
on natural gas, hydrocarbons, manufactured prodactsprimary products. In 2005, these taxes sgmted around
4% of GDP and some experts consider that the ciolagion of these taxes could create a discretiosgstem,
which is difficult to manage and superviSe.Current record tax revenues would be substaytiaiiuced if these
temporary export taxes were excluded. Disruptases collection mostly goes to the National Tregsand falls
outside of the co-participation system.

Tax collection mechanisms have been strengthemirige past few years, improving overall figurebe 2006 tax
goal of 132 billion pesos was reached in Novembisrytear. Regulations in the 2003 ‘anti-evasicacimage sent by
the government to Congress were approved in 2@4ing 2005, complementary measures were passedirly
through the approval of Law 26.044 -- including #ieengthening of the tax agency’s powers to ingast and
prosecute tax evasion the creation of a unifiechlukede of companies along the country, and the igcamtf
deductions in some taxes for registered taxpayéuslicial prosecution of tax evasion has also beereasing. In
the past year, some concerns have been raisedlirgahne lack of uniform criteria to adjust incornaxes, more
linked to sectorial pressures than to a comprekiersmisessment.

Ethical standardsfor public servants

Ethical standards for public servants are set fortthe Code of Conduct for Public Officiakstablished through
Law 25.188 of 1999. Higher public officials have gubmit annual sworn declarations of their possasgo the
anti-corruption office. There is also a spe@alde of Conduct for Public Officialmployed in the AFIP. However,
auditing controls are aimed primarily at staff abowanagerial level and, as such, controls overretedf levels are
rather limited. In addition, there are no inceesior staff to work efficiently.

The 2006-2007 World Economic Foru@lobal Competitiveness Repambtes that the business community has
concerns about the property rights environmentjridependence of the judiciary, and the lack olheandedness
in the government’s relations with the private eectt states that public officials are not suiictly impartial in
their dealings. The country’s ranking positiorstiyear is 69th, down from the 54th place in 280%rgentina is
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ranked 9% out of 163 countries in the 2006 Transparencyrivatgonal’s Corruption Perceptions Index. Although
this was slightly better than its 2005 performarsmeme commentators have noted that government pesnd root
out corruption have not been matched by concredigpolicies. In particular, they have referredtihe weakening
of congressional oversights-a-visthe executive and the lack of private sector aadet union commitment to end
corruption®

Even though the 2005 reform of the Criminal Codeified procedures relating to the duration of éniah cases, it
also had a direct impact on ongoing corruption $tigations, closing judicial proceedings againstrfer public
officials and businessmen.
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2. PUBLIC AVAILABILITY OF INFORMATION

g Compliance in progress

The public should be provided with full information on the past, current, and projected
fiscal activity of gover nment.

Public provision of information on fiscal activity adequate at the national though not on the pciadilevel. The
timeliness of provision of provincial data diffemubstantially. At the national level, the standaaf data
presentation by different ministries are harmonissthough some programmes provide greater ddtail bthers.
The MEcon publishes a wide range of fiscal infolioraon its website, while the ONP publishes drgft®posals
and consolidated reports on national budgets. dusamsider the fiscal information for provincesg@gable through
the MEcon) reliable.

The Saving-Investment Account of the Public Sector Repmvides detailed information on revenues and
expenditures at the national level. Annual acechzded reports and monthly cash-based reports wrkcly
available. The annual consolidated budget inclustatements on fiscal and quasi-fiscal activitiéghe public
administration, as well as budgetary informatiorsonial security and other public institutions.tiéle 3 of the LRF
introduces provisions to report on the consolidatedget funds and operation of public institutiéhs.

Central government operations

There is no information about extra-budgetary fuimdshe budget documentation, although off-budgegnsling
items have been reported in recent years. Tlpaircularly the case at the provincial level, whé&duciary funds
allow the local authorities to evade fiscal corgrain extra-budgetary spending. Even though theergowvent
maintains that published results for these funflegespending items, information is difficult tasdern. Publicly
available information for fiduciary funds is limideand completion of a single report including #lé trelevant
information on these funds is still pending.

Most fiduciary funds -- which are created by laware within the jurisdiction of the MEcon and thentry of
Planning?® These funds are not accounted for within thel totmsolidated national spending -- generating a
‘parallel budget’ not subject to congressional colst The IMF has repeatedly expressed partictdaicern over
this issue. Despite demands that these funds lijeciuo the same accounting criteria and disclwsaquirements
as budgetary spending, they have continued pratifeg as provincial administrators seek to defdrartfunding
against any unexpected cuts. Since 2002, some fuanek appeared as an annex to the national buadidpetigh the
amounts involved are not included within the tdwadiget. Fiduciary funds have the same status lslgcgmompanies
and are in fact required to present budget infailonatn practice this requirement is not complieidhw Starting this
year and following a legal obligation, some aggtegaformation on the execution of fiduciary furtiss started to
be published on a quarterly ba$is.

The number of fiduciary funds reported in the 2006iget reached 16, with information on financialss publicly
available. However, some funds are not reportethénannual budget, in conflict with what estaldidhby Law
25.1522 The 2007 budget assigns 5.6 billion pesos tocfaty funds -- an increase of 281% since 2002. A
National Audit Office report based on the 16 ficargi funds in place during 2004 criticised the laélcoordinated
and homogenous information of these funds, thedidninformation provided for the objectives and agement of
most funds, and their deficient accounting struetfir
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The budget process includes the elaboration of l&-gear framework (PPL), which establishes macoveomic and
fiscal projections for a two-year period beyond teem of the budget. However, there is no pubbcumnent
explaining the extent to which the goals declatetdin are met. Projections on debt servicingirmrided in the
PPL. The government submits revised versions efrthulti-year budgets every year, together with dneual
budget proposal. This aims at improving the rdliighof medium-term projections and updating masronomic
trends. Congress approves only the budget focdneing year, with forecasts for the next two yéarddowever,
the amount of annual modifications diminishes Pé&llability as a medium-term reference tool.

Based on LRF provisions, the national governmeist thainclude an estimation of how public resourads be
distributed among provinces in the multi-year budg®loreover, provinces adhering to the law haveubmit to
their respective legislatures three-year projestiof revenues, expenditures, investment plans, pegressions,
and a description of budgetary policy sustainiresthforecastS. Even though the LRF prescribes that sub-national
levels of government have to make information airtannual budgets and multi-year projections abéd through
their websites, little progress has been madeisratfea during the past year.

Published information on tax expenditures is inelidgh the budget. Information on changes in fisegislation is
contained in the budget and in the digest of adstrative norms and systems for the public sectothenMEcon
website. Information on contingent liabilities i®t publicly availablé’ The worsening fiscal position in the
provinces has led to a renewed increase in thefuSational Treasury Contributions (ATNS), a digweary source
of provincial financing to be used in the eveneaiergencies or temporary fiscal imbalances. TAtdls in 2005
reached some 160 million pesos, up from an estirademillion in 2004 (although the federal govermtniéself has
published a range of contradictory estimates f@42®etween 52 million and 82 million pes6s).

Public sector operations

Data are disseminated in millions of pesos on therations of the non-financial public sector, inthg central
government (central administration, decentralisexlids and social security institutions), the proiah and
municipal governments (to the extent available)d aron-financial public enterprises. Data for prmval

governments include information on the operatiohcantralised and decentralised administrationg, imt on

operations of social security institutions. Data provided by the Ministries of Economy and Plagnand are
based on the accounting records of all units. iElybhvailable information on revenues transferbgdthe central
government to the provinces has increased in teefpa years. Information is updated on a montdgis and is
available online.

A commitment should be madeto the timely publication of fiscal information.

Argentina subscribes to the IMF Special Data Disaation Standard (SDDSJ. Data are disseminated on revenue,
expenditure, the current balance, the deficit/siggborrowing requirement) of non-financial puldicterprises, the
primary deficit/surplus, the overall deficit/surpltand financing. Information on methodologicaliss is published
in the Fiscal Bulletin available on a quarterly basis. TBeonomic Report- now released on a bi-annual basis --
contains information on the country’s economic perfance, employment, revenues, public financedudiig
analytical frameworks, and macroeconomic indicaldrghe year-end issue of this report publishes Eetainnual
revenue and expenditure data (broken down by ecmniype, purpose, and function) for the referenearyand the
previous year; data on provincial and municipalljgubonds; and an annex detailing the public baedsed by each
government during the previous year.

Publicly available information is considered relgbbut its presentation could be improved. ThecBtEwebsite
contains relevant and up to date information, lbusinot user-friendly. Even though the LRF comsaclear
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provisions to align provincial fiscal reportingoskr to the standards used at the national lewgleimentation of
these provisions is taking longer than expeéted recent study has found that fiscal informatmmblicly available
at a sub-national level is limited. However, staytin 2004, most provincial governments have asiebwith at
least some fiscal information. Moreover, 15 ouRéfprovinces submit budget execution informaffon.

Debt reporting

Timely publication of debt information is availabl®ata on central government debt are compileceutite terms
of Law 17.622 on the National Statistics Institated the National Statistics Systéir®68) and Regulatory Decree
3110/70. Debt and fiscal information is published a regular basis on the MEcon and BCRA websit€be
MEcon website includes a detailed section on thentg’s public debt, which is periodically updatethformation
on the January’s early repayment to the IMF has hgmlated and explained in a timely manner. In&iiom on
provincial indebtedness is also publicly availabdine, although its timeliness has decreased énpist yeat
Following debt restructuring during 2005, the Trggshas regained its exclusive powers to issue amedind long-
term debt.

Advancerelease calendars

An advance release calendar is updated every neomtpublished on the MEcon website to show the ddémse
dates for the next four montfis. Article 8 of Law 25.152 includes a legal requiesthto publish this information
online, together with other information on fiscals and the national budget. Some provisions déggthe fiscal
management of the country are also published ircthumtry’s Official Bulletin whose daily edition, as of 2004, is
available online for free.
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3. OPEN BUDGET PREPARATION, EXECUTION AND REPORTING

®® |ntent declared

Fiscal policy objectives, macroeconomic framework, and risks

Fiscal policy objectives

Law 24.156 on financial administration brought tiaional budgetary system into line with internagibstandards.
Budget documentation specifies clear fiscal objesti and is presented within a consistent macrasoim
framework. Even though the LRF was envisaged tihvéu strengthen transparency and management, com@atoes
agree that delays in implementation could diminfshmpact. Budget documentation is publicly aabié on the
website of the National Budget Office (ONP), incdhgl the country’s fiscal position, deficit/surplasd debt
targets”® A new version of the website has been launchidygar, and information is now presented in a more
user-friendly format.

M acr oeconomic framewor k

Macroeconomic projections are made publicly avédéay the MEcon in September each year and arelywide
published in the local press. The information eorg estimates on GDP, investment, exports and riisipol he
consolidation of more conservative macroeconomiedasts is perceived as a positive sign in orddetp fiscal
accounts under control. Some commentators sughésat the downside of current conservative maaoegic
forecasts is that the government controls a sicgnifi fiscal surplus without congressional approval.

GDP growth for 2005 was forecasted at 4%, whilefial figures showed a 9.2% increase. Given #ut that the
current system of checks and balances is weak fatdtie LRF does not limit central government diton in

allocating extra-budgetary funds, a system whetitigprevails over fiscal management is beingsmidated® In

2005, the overall cash surplus of the consolidgi@eernment was 2.5% of GDP, underpinned by str@avgmnue
performance. However, non-interest spending rogsd 1 in real terms, leading to an erosion of thienary

surplus despite the high rate of economic grovRlhovincial primary spending has been rising everemapidly.

The government has been closely following inflatfigures, to avoid repeating past hyperinflatiorrsrios. Even
though the issue appears to be under control,ialffioflation figures are calculated exclusively tre basis of a
limited basket of goods and services subject teegunent-imposed price controls. Consequently, imflation is
substantially higher. The policy of new CentrahBassues of pesos and bonds in order to buy doketensibly to
increase reserves (though in practice to maintatorapetitive exchange rate), is perceived to credtationary
trends.

The 2007 budget again underestimates growth, ajth@uguably it does not underestimate revenuehdosame
extent, since this would result in a lower surplus.

Fiscal risks
Argentine budgetary documentation does not progitl@ssessment of fiscal risks, and no steps haae th&en to

identify and quantify those risks. Moreover, fisdaks such as a rise in rates or fall in GDP rawequantified. At
the same time, no estimation of revenue allocdtioriax increases is provided. The fact that btighgeposals do
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not include alternative scenarios for either loaehigher tax collection than the one projectedddurther increase
government’s discretionary use of resources. Withrecent increases in tax collection, fiscal gpamency would
benefit from incorporating different scenarios fax revenues.

Fiscal sustainability

After a period where fiscal sustainability assesssievere not included in the budget, Budget Laws poovide
general information on this issue, although groprdjections are conservative. The existence ofisaneous trade
and fiscal surpluses is virtually unprecedented] ansures that both public spending and debt segviare
sustainable in the short term.

The 2005 bond swap reduced debt servicing costsaizageable levels. As a result of the swap, pudlat fell

from 191.3 billion US dollars to 125.3 billion. fee the restructuring, 66% of the eligible debswdgnominated in
dollars, while peso bonds accounted for only 108fter the swap, 37% of debt is denominated in lanarency,

while the share of dollar bonds has narrowed, &s87%. Most new bonds offer a fixed interest rafehis,

combined with longer maturities has reduced exgosuifuture financial crises. New peso-denomindiedds are
adjusted by an inflation-linked coefficient (CERIn the next five years debt servicing will repneisb3% of total
debt, down from 88% before the restructurihg.

The entire debt to the IMF has also been cancéfiisdyear, reducing short-term financing needse gavernment
now plans to continue reducing debt, in order txhea debt-to-GDP ratio of 65% in 2007. The maiatee of the
fiscal surplus is crucial to the official debt rgp@nt scheme. The fiscal surplus, new bonds, teanp@dvances
and buy-backs of the bonds involved in the 2005sar@ the main components of the government’s fglgray the
debt, both in 2007 and in the futufe.

Since 2005, the government has been using alteenfitiancing sources to face international debt mitments,
including selling treasury bonds to the ABfPIn 2006, the government sold treasury bonds ¢onttional social
security administration (ANSES) as an alternativaricing source to meet debt commitments. In th&t pears,
funded with additional incomes from those origipaprojected, the anti-cyclical fund has been sulisthy

increasing, reaching 3 billion pesos. However,2687 budget law suspends the integration of timsl f

Budget presentation

Budgets are usually submitted to Congress. Repiabees from the Ministry of Economy -- includitige minister
-- attend a joint session of the budgetary andnfieacommissions of the lower chamber of Congressrdier to
explain the budgetary goals for the following yaad to set out its macroeconomic framework.

Detailed information about the budget is availattethe MEcon website, and budget documentatioindisishes
revenue, expenditure and financing. The classifinaof budget revenues and expenditures is colvpatiith the
IMF’s Government Finance Statistics Manual (GFSMI3A methodology, which is claimed to be more suitethe
country’s legal framework than the GFSM 2001, duthe accounting structure.

The ONP collects information on revenues and exipames of some budget programmes, including a dsmn of
their core objectives. The quality of informatiiemnot homogeneous for all programmes. Some pnogres do not
include an impact assessment, leading to the oreafiunnecessary budget allocations.
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Data reporting

The ONP prepares the budget -- disaggregated é@sources for the central government, decentralisgdutions
and social security -- that is submitted to Congteg 15 September each year. Budgets for publigpemies must
be presented by 30 September and must be apprgvtk kexecutive by 31 December. The consolidatetfybt
goes to Congress for its information before 31 MarcThe government’s annual budget proposal isrgivile
media attention. Starting in 2005, information lelp available also includesRrogress Reporon the draft budget
that the government prepares and submits to Comdpests information in June each year, beforefthal version
is presented in Septemb@r.

State companies receive crossed state subsidéspecially in the energy sector -- but they aréadilt to monitor
because information is not presented in a systenfiatimat. With the exception of the new water camp Aysa,
public companies (postal service, satellites, rajlsy etc.) are included in the budget documentatidtmough
information is presented on a consolidated baBigere is no monitoring of their budget-execution.

The MEcon website regularly updates its informationthe country’s economic performance and macnu@Tc
projections. Publicly available information on lgetary documentation is comprehensive, but annoikctions
conducted by the executive are not systematicalgsgnted. The quality and timeliness of informatand
standards of disclosure are of a lower standarthatprovincial than at the national level. Progrés budget
transparency practices in several provinces hageslaluring recent yeaf$. The LRF should establish a uniform
system of accounting and reporting for fiscal damaong provinces. However, experts concluded théss an
improvement in the provinces’ technical capacitgws, these provisions are unlikely to have anyeichp

Presidential Decree 838 of 1994 allows ministriéthe national government to use resources for -personal
services’, including protocol expenses, withoutbbshing a system of accountability for those agiens. At
present there are several judicial investigations past governments officials who could have ubede resources
to increase their monthly salaries. No clarifioatdf the execution of these funds has been given.

Budget execution and monitoring

Budget execution information is publicly availakled regularly updated. The MEcon publishes a nipnéport on
budget executiof? In addition, more detailed information is subgrittin the annuaBudget Execution ReporfThe
quarterlyFiscal Bulletinprovides information on budgetary execution fa trational administration, public sector
agencies and companies, national transfers tomeesj public debt, financial assets, and some iidydunds. The
statistical annex of th&iscal Bulletin has improved the amount of data available. Plblic Administration
Indicators Reportontains a comprehensive assessment of programathgagen for the 1994-2003 period, although
information is submitted on an aggregate b&sisnformation for 2004 and 2005 is yet to be inargted in this
report. Monthly budget execution information isyided on a programme basis at the MEcon web5it&he
Savings-Investment Account of the Public SectooRepreleased on a monthly basis and consolidatezhitual
reports -- also includes information on budget exeo. Representatives from the MEcon attend Cesgysessions’
on a quarterly basis in order to report on budgetetion.

There is no systematic analysis of budgetary ctemgeoduced by the government during the fiscaryalthough
this information is prepared internally by the MBcolnformation on budget execution with a compari®f the
amounts approved by Congress each year is notchulalivailable. Moreover, no comprehensive evatimif
spending efficiency is available, although thisrstmming should have been addressed by the LRF.

The 2007 budget introduces the concept of resaléedh budgeting, in order to orient public managérmmards
results and improve the efficiency of public allbeas and spending. A pilot implementation staféhes system
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will start next year, and information on selectedgrammes has already been submitted using perfmenand
impact indicators.

In recent years, the government has made numemmlbgations of money within budget programmeshwit
consequent distortions of the budget approved bygéxss. Budget reallocations during 2005 reachédilion
pesos. In 2005, the budget was augmented by liiGnbpesos through presidential decrees, follayian
unanticipated increase in tax revenues. MoreaweNovember this year, the budget has been incde&e1%
through a law proposed by the government. Budigahges introduced by the government during thelfigear are
released through thefficial Bulletin, but information is neither presented in a usemfily format nor consolidated
in official reports.

The 2007 budget will be the first executed since tlower House voted on August 3 to make permartemt t
executive's so-called ‘superpowers’ over the natidiudget, modifying Article 37 of the financial mahistration
law. Since 1997, budgets have included temporaweps authorising the cabinet chief to alter theldat as
adopted without recourse to Congrésshe new Law 26.124 grants the cabinet chief paenapowers and allows
him to redistribute budget funds -- with the exé@piof expenditures allocated to national secuaitg intelligence -
- without seeking congressional appro¥falThe only limitation is that figures of the totalidget or debt cannot be
increased. However, annual projected expendittoekd eventually be increased by presidential de;reemoving
the administration of national resources almosir&gtfrom the legislative to the executive brarafhgovernment.
Spending can also be increased at the cabinet’'shdefcretion if fiscal income exceeds budgetedjgmtions.
Potential uses of the reallocations powers areessdl The new law also overrides Article 15 of2084 LRF that
prohibited any increase in current expendituresxithange for capital expenditures or financial &pagibn, showing
a lack of long-term coherence on fiscal policy sgarency?’

In the past few years, concerns have increasedtbheense of budgetary funds under Jurisdiction-9dlso called
‘Treasury Obligations’ -- whose items include ‘fir@al assistance to provinces’ and ‘financial dasise for

provincial social spending’ and can be distribubgdthe government without Congressional approvdiese items
are included in the annual budget without a dedaddocation plan for at least half of the funda.the 2007 budget,
eleven billion pesos have been allocated to thiwmt -- an increase of 256% since 2002 -- maiolyface

contingency expenditures coming from the FinanEidlication Law (not yet approved), and differenteagnents
signed with the provinces (for which no specififormation is disclosed). Disaggregate informationthe use of
these resources is unavailable.

Accounting basis

The government accounting system is establishédgim 24.156 on financial administration, which sktth clear
procedures and objectives common to all levelhefrtational public sector. The law also estabfighe functions
of the National Accounting Office (NAJY. Argentina uses both an accrual and cash-baseniating system for
spending, while maintaining a cash-based systermémmes. Accounting standards are publicly atégldhrough
the NAO website.

The NAO maintains records of the central governrseatcounts and of its operational, economic andrfcial
results, as well as of budgetary execution. Si2@3, the NAO publishes a detailed annual repory@rernment
accounts. This report -- publicly available on tH&O website -- provides information on saving istreent
financing accounts, financial statements of thare¢administration (including the general balasbeet, statement
of results, statement of origin and applicatiorfuofds, and statements of changes in net positeorg,consolidated
financial performance of the national non-finangablic sector.
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Procur ement and employment

Procurement for the national government is cemsedliin the National Procurement Office (NPO), whicds
operated under the cabinet chief since 200Decree 1023/01 approves the national systemazfupement, which

is based on the principle of transparency for mubBctor contracts. Information about procuremsmublicly
available through the NPO website, which also idekia recent list of contracts for goods and sesvidn practice,
however, established procurement policies are matys followed. Shortcomings in the areas of depeient and
assessment are still noticeable, and some conogamsgprice cartels from companies engaged in pwiticks have
been raised To ensure the effectiveness and integrity of $twents projected under its Country Assistance
Strategy 2006-2008, the World Bank emphasises etmeneasures to strengthen the operating enviranfoeits
projects. In this context, a Fiduciary Action Plafll promote broader awareness of public investthenhance
World Bank supervision, and help to ensure traregaand competitive procurement.

The National Civil Service Career System (SINAPA}pla decent reputation. However, most of the itecemt for

state employees is conducted outside SINAPA’'s mhoess. In addition, each state agency has its iovemnal

hierarchy personnel procedures. At the provinigieél, most public employees are contracted. Asrssequence,
the public has little information on the rules fmlection of public servants, and the monitoringtem to evaluate
their performance is weak. Some commentators stggethat the shortage of technical staff is artauies to

carrying out government programmes, and is in pegponsible for government under-spending, espgérabreas
where tenders are delayed owing to the lack ofrie@ms.

Fiscal reporting

Under Law 24.156, the government must present lenpnary report on the execution of the budget tm@ress by
30 June. This information must include data ondbgree of compliance with objectives and goals.th& same
time, quarterly and cumulative data on budget etiecuat the national level are published in fiscal Bulletin
Information on final public accounts is submitteddongress and also published on the MEcon website.

Government decrees through which budget funds eakocated to different programmes are usually ipbbtl in

the Official Bulletin, but Congress does not exercise any monitorirgy r8ince 2004, publicly available information
has included the annexes of those resolutions, hmbanitain the most important data. However, cotigpieof a
consolidated report, including all budget reallomad by presidential decrees, is still pendingpekmanent Budget
Commission -- comprised of members of both chamhldr€ongress -- controls fiscal accounts and budget
execution. However, its fiscal oversight role &y limited. Congress approves the consolidatedét but in
practice the legislature does not exercise anyaesatrol>* Congress has some discretion over the amountgedppl
to fiduciary funds, but not over the use or allomabf funds.

Although in-year reports are relatively detaildlde executive does not prepare a comprehensive eaid+gview.
Progress information on budget execution is usuplgvided to the Congress on a quarterly basis, that
parliamentary role in budget execution and moniigis very limited. This is partly due to the laakproper skills
and resources. At present, there is no budgeteoffi Congress. Pressures from non-governmengain@ations
and some congressmen to create such an office d@glmdines of the US Congressional Budget Officeeha
reassumed in the past year, but the question obitgosition remains divisive.

Following the approval of the so-called ‘superposMaw’, Congress is now charged only with approvimg global
budget and the amount of debt to be issued duni@discal year. In practice, the global budget am@ecently has
also been increased through emergency decreesteddsp legal requirement that Congress approvee@ses in
total spending: in 2005, total spending was 14%xoess of the total budget approved as a resuhi®fprocess.
Under legislation adopted on July 20 this yearhsdecrees -- and all other presidential decreese--now valid

Oxford Analytica Ltd. 5 Alfred Street, Oxford, OX1 4EH, UK
Tel: +44 (0) 1865 261600 Fax: +44 (0) 1865 242018 Email: oa@oxford-analytica.comWeb: www.oxan.com 16




Fiscal Transparency December 2006
Argentina

unless and until both houses of Congress spedifigate to reject them, and no time limit is set fois purposé®
The coincidence of these two government legislatiitéatives has strengthened concerns over theamration of
decision-making and the apparent lack of Congressipowers, transforming the annual budget law Btmere
declaration of intent. The budget as a descrippiaitie country’s fiscal policy objectives is lasseful.

The combination of the measures described reinfothe so-called ‘hyper-presidential’ system aneaff the
checks and balances between the different brarafhgsvernment’ Following these new powers, and contrary to
previous years, the 2007 budget hardly has beeatel@lin Congress, indicating the limited influertbat this
branch of government now has on this issue.

Congress has been extending on a yearly basisathtbty of the Economic Emergency Law, originallgapted for
one year in January 2002. The law, approved dutiegpeak of the political and economical crisisangs the
president broad powers to renegotiate public seremntracts with privatised companies, and reptesariurther
sign of Congress increasing its power to delegate ending of the so-called ‘emergency period’ Mdamply that

some disruptive taxes should be abolished, altéhiagurrent fiscal surplus scenario. The delegatif widespread
economic powers to the executive renews doubtsftae transparency and the efficacy of legisktbontrol.
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4, ACCOUNTABILITY AND ASSURANCESOF INTEGRITY

oo Enacted

Data quality standards

Publicly available information is considered relalby its users, and includes detailed methodotdgasues, and
execution reports. However, some delays in theassl of information -- especially at the provindealel -- are
noticeable”®> Budget data specify clear fiscal objectives withi consistent macroeconomic framework -- with the
limitations explained above -- but there is no egsitic mechanism to assess compliance with fiscalsg or to
determine the efficiency of spending. Moreovere ttonstitutional limits on national power over prmial
administrations means that consistency cannot keagteed at the sub-national le¥el. The Research and
Development Centre, within the MEcon, prepares ranand guidelines to help data submission by wdiffe
government departments, public enterprises, dealesgtd agencies, and fiduciary funds. Guidelinessubmit
information on budget execution are also availdble.

Law 24.156 on financial administration states that national budget must include revenue and expeadrends
and an explanation of the information used in theaeulations. The manual of budgetary classifcet published
by the MEcon governs the formulation and executibthe budget. Following Article 8 of the LRF, saobtional
governments subscribing to the law will have toeleg homogeneous public management indicators deratio
allow a more structured and comprehensive compafisotax collection efficiency and public expend#. Some
progress has been made since the approval of tkeihfthe standardisation of provincial budgetsschi data are
disseminated and regularly updated on the MEconsitebin accordance with Argentina’s SDDS commitimen
However, publicly available information remainsgeneral, descriptive rather than analytical.

The annuabaving-Investment Account of the Public Sector Repoe approved by Congress, but with a significant
delay. In the past year, the accounts for 19971888 have been approved, but pending reportseoéainly 1990s
have yet to be debated.

Independent scrutiny of fiscal information

Independent Audit

The National Audit Office (AGN) undertakes the ipgadent auditing of the public sector and operaii#isin a

clearly established legal framework. It is a técahadvisory body of Congress and has functionébmomy. The
AGN is charged with controlling the legal aspectsnagement and auditing of all activities of thatdised and
decentralised government agencies, and takesrpaggroving or rejecting the revenue and investraenbunts of
public funds. AGN reports are submitted to Congrashich may then pass resolutions recommendingtkiea
audited entities adopt measures to implement @éemenendations. However, those reports are raredyysed or
approved by Congress, weakening the external doottridiscal accounts. The AGN'’s lack of power tof@rce its

recommendations severely limits its functions. iAto extend AGN’s powers is yet to be debatedCiongress.
Efforts to increase its auditing role have beericeot in the past year -- especially through assessmover the
misuse of official subsidies to the transport seattd the use of fiduciary funds -- although theklaf enforcement
capacity still precludes real advances.
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In September 2005, the AGN signed an agreement thighjudicial branch of government -- constitutitbya
independent from the executive and legislative ¢ias -- in order to audit its accounts. Independgperts have
welcomed the initiative, which is likely to improtke auditing procedures of funds included in thaual budget
law.

The National General Syndic (SIGEN) internally asidhe public sector. The role of this body isiled and in-
depth investigations are rarely conducted. The flaat the current deputy director of the SIGENHe wife of
Planning Minister Julio De Vido -- who oversees ook the most significant budgets within the nationa
administration -- has cast a shadow over the iittegf the SIGEN’s audits.

Independent reviews of the quality of macroeconofaiecasts are made available through the BCRWasket
Expectations SurvefREM). The REM is based on the main short andinmderm macroeconomic forecasts
prepared by independent analysts and consultimgsfiior the country’s economy. REM information igbpicly
available and regularly updated.

National Statistics Agency

The National Statistics Institute (INDEC) is respitsie for the methodological design, organisatiomd a
management of national data through censuses aneysu the development of basic social and economic
indicators, and the production of other basic stias, all of which can be found on its websfteThe INDEC is in

the process of updating the basket of goods andcssrused to measure inflation in order to refteet change in
consumer habits in recent years. The change wilfilished during 2007. The consumer price indeflects
information gathered across the country, improiamparative data on a provincial basis.

INDEC has technical independence, meets SDDS st@sdar data integrity and quality, and has a sodiputation
for its reliability and independence. INDEC does possess auditing functions to verify the goveentis financial
statistics. INDEC is a department within the MEcand in the past year, pressures have been rdperspecially
coming from the Secretary of Internal Trade at MEeoaimed at influencing the criteria to build thasket of
goods used to measure monthly inflation. Givenfélog that the official economic policy includesaqer controls in
order to keep annual inflation at around 10%, presson INDEC have raised concertis.
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INTERVIEWS

Representatives ddxford Analyticainterviewed the following individuals during a itiso Argentina between 13
and 17 November 2006:

Central Bank of Argentina

17 November 2006

George McCandless Deputy Manager Economic amhEial Research
Department

Ministry of Economy (M Econ)

13 November 2006

Mario Saccone Senior Analyst National Budgdidef

ADDITIONAL INTERVIEWS

13 November 2006

Ernesto Ramirez Rigo Resident Representative rnatenal Monetary Fund

Luciana Diaz Frers Fiscal Policy Department DtivecCentre for the Implementation of Public
Policies Promoting Equity and Growth

Paula Gosis Research Fellow Latin American Faaod Social Sciences
(FLACSO)

15 November 2006

Sergio Berensztein Professor University Torcizitdella
Tom Scheetz Independent Consultant UNDP/Oxfardltica
Martin Kanenguiser Journalist La NacionNewspaper

16 November 2006

Laura Alonso Executive Director Citizen Poweundation - Argentine
Chapter of Transparency International

Daniel Oks Consultant World Bank Regional Dakimn

17 November 2006

Adrian Pérez Deputy National Congress
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NOTES

! National Constitution, 1853 (last amended 1994ailable at:
http://pdba.georgetown.edu/Constitutions/Argentingéntina.html

2 Seewww.jgm.gov.ar

® Two of the most significant sources of federal govnent revenue, export taxes and the financias#retions tax,
which account for 17% of the total, are not amdmgrevenues transferred to the provinces on ths baa 56.66%
share. Only 30% of the financial transactionsisashared with the provinces, while export taxesvanolly retained
by the federal government.

4 Law 23.548, which established the revenue-shariaghanism between the federal government and thénges,
and other laws on the fiscal management of thetepgan be found (in Spanish only)ktp://infoleg.mecon.gov.ar
> Although at present lack of an accord does notesgnt a serious fiscal threat, it will do so agaifuture if the
national government’s political and fiscal positimeakens, and the government may yet regret faibngegotiate
an agreement while in a position of strength. UWrde 1994 constitution, a new accord will neetbécapproved by
all 24 provincial legislatures, and it will have iteclude the sharing of the financial transactiansl export taxes,
which currently account for most of the federalpdus.

® Interviews in Argentina, 13-17 November 2006.

" “IMF Executive Board Concludes Article IV Consultm with Argentina’, IMF Public Information Notic@6/93,
July 2006, available atwww.imf.org. In this Article IV consultation, the IMF has alsvelcomed the authorities’
intention to participate in the Financial Sectoséssment Programme during 2007, although no spekifes have
been given. This Article IV consultation was thiestfcarried out since 1984 without a Fund arrang@nin place
and without any outstanding credit to the instgati According to the government, this has helgetriprove the
quality of the policy dialogue both with the Funidf§éand within the country.

& A number of provincial administrations are incregty complaining of the short-term debt burden isgub by the
PAFs which involve total debts to the federal goweent of some 60 billion pesos. While the termghefse
arrangements envisaged repayment within seven ,ysarsral provincial governments are seeking aansibn of
up to 20 years. The national government, havingex this year to eliminate the index-linking oé tbebt to
inflation, has rejected any possibility of furthoebt relief.

° Law 24.156, on Financial Administration and Cohtechanisms, October 1992 also includes genetak rior
budget preparation, approval and execution.

19 |nterviews in Argentina, 13-17 November 2006.

! Nevertheless, the FCFR has released a generalsasset of 2005 provincial compliance with the lawailable
at: www2.mecon.gov.ar/cfrf/resumenes_ejecutivos/res@megjecutivos 2005.pdf The assessment will be
released on a yearly basis. The 2006 version dhinalude more detailed information, with an evéilwa of public
expenditure for the 22 provinces adhering to trstesy.

12MF Executive Board Concludes Article IV Consuitm with Argentina’, IMF Public Information Notic@5/83,
June 2005, available atww.imf.org

13See Central Bank of Argentina websitevatvw.bcra.gov.aand Argentine Inland Revenue Office (AFIP) website
at: www.afip.gov.ar

% Interviews in Argentina, 13-17 November 2006.

'3 |n August 2005, the government issued two deca@aing to stimulate private investment. Decree/06%elates
to the creation of public-private partnerships, lehDecree 966/05 resurrects the private initiativegime
implemented in the 1980s, allowing private comparie propose projects and to receive ‘preferertedtment’
when the project is adjudicated.

'8 Interviews in Argentina, 13-17 November 2006.

7 Interviews in Argentina, 13-17 November 2006.

18:Global Competitiveness Report 2006-2007", avadadt: www.weforum.org

19 |Interviews in Argentina, 13-17 November 2006.

2 Fiscal Responsibility Law, Article 3.

L Fiduciary funds operate as trusts -- that is, ue=es assigned for specific purposes, which areanobunted as
part of the resources of either the grantor orgtaatee. They were first used in the public seictdr995 and have
been expanding since then.

22 Available atwww.mecon.gov.ar/onp/html/empresas/ejecufondostigé.htm

23 ‘Fondos Fiduciarios Estatales’, Centro de Implemeion de Politicas Publicas para la Equidad yrekigiento
& Centro de Evaluacion de Politicas Publicas, Oet@®05, available atvww.cippec.org/espanol/index.htmi
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4 Informe Especial — Relevamiento de la Actividadugiaria del Sector Publico Nacional’, Auditori@@ral de la
Nacién, 2005, available attww.agn.gov.ar/informes/informesPDF2005/2005_028.pd

% The multi-year budget is informal, in the sensat ihdoes not represent a formal assignment algun specific
areas or programmes.

% Fiscal Responsibility Law, Articles 5 and 6.

2" Mandatory court liabilities (judicial cases whéhe government is defeated) are not always includdaidgetary
information. This issue is becoming more relevdu to the fact that more judicial resolutions e a relevant
economic aspect. As an example, recent Supremet @egpolutions command the government to increase t
minimum pension and to undertake a comprehensoevesy of the contaminated River Plate.

%8 The use of ATNs has been widely criticised from $t@rt, given their susceptibility to political e and the
possibilities for corruption. This issue was oftfaular salience during the government of formegstlent Carlos
Menem (1989-99), whose home province of La Riojeired a disproportionate percentage of ATNs duhisg
term. However, the lack of transparency surrougdieir use -- no accounting of how they are spenéquired of
the government -- arguably mirrors other conceres €iscal transparency which have increased iemegears with
the granting of discretionary powers to the cabicldef (now permanent) to redistribute budget fumdghout
congressional approval. This is also the caselatfary funds, budgeted to total some 4.5 billp@sos in 2006.

29 IMF Special Dissemination Standard (SDDS) - Argentat:
http://dsbb.imf.org/Applications/web/sddscountrargirylist/?strcode=ARG

%0 Economic Reportsavailable atwww.mecon.gov.ar/peconomica/informe/indice.htm

% Interviews in Argentina, 13-17 November 2006.

%2 ‘Hacia una mayor transparencia fiscal en ArgentiliZRAL, August 2006, available at:
www.cargafiscal.com.ar/site/data/informe/informeafi 2006_acceso.pdf

% Seewww.mecon.gov.ar/hacienda/info_ende.htm

¥ Available atwww.mecon.gov.ar/progeco/calendar.htm

% National Budget Office website (in Spanish only)vavw.mecon.gov.ar/onp/html/index.html

% |Interviews in Argentina, 13-17 November 2006.

37 As 24% of the defaulted debt was not restructufedentina could face potential lawsuits for a kathsome 20
billion US dollars (around 13% of GDP). Howeveo, solution for holdouts has been presented. Fdn-aepth
analysis on debt restructuring see: ‘Bond swap speimdow of opportunity’, Oxford Analytica Daily &f, 7
March 2005.

% The fundamental question centres on the deteidoratf public accounts: public spending is risiragter than
revenues, while the fiscal position in some progsis worsening and could have an effect on themeltaccounts.
While a primary surplus is likely to be sustaineskinyear, the situation may become more complicatiethe
medium term. The placement of new debt will dependthe behaviour of international interest ratdthough
financing needs are not significant and could b&iokbd on the domestic market. For a in-depthyaiglbf this
issue, see: ‘Debt declines but long-term doubtsigerOxford Analytica Daily Brief, 19 October 260

% The system is legally allowed, although for a tedi period of 90 days, after which the bonds mestdsold.
Each month, the AFIP retains 1.9% of tax collecti@iven the fact that tax collection has increatbéslyear above
original estimates, the agency has enough resotoaaake these operations.

40 Law 24.629 establishes the government’s obligatiosubmit this report to Congres®rogress Reporon the
2007 Budget Proposahvailable atwww.mecon.gov.ar/onp/html/info_avance/2007.pdf

L For an in-deep analysis on provincial fiscal infiation, including budget execution and data reliigbisee: Ufia,
Gerardo & Bertello, Nicolas. ‘Reglas Fiscales egéextina’, June 2004.

“2 Available atwww.mecon.gov.ar/onp/html/ejecu_mensual/index.htm

3 Public Administration Indicators Report 1994-20@8ailable atwww.mecon.gov.ar/onp/html/index.html
“Public Budget Execution Sjtavailable athttp://sg.mecon.ar/ejecucion/

“>In 2005, budget reallocations through the usehe$e¢ special powers reached 2.4% of the total finalisded in
the budget, and expenditures were increased néébly In addition, expenditures were also increabedugh
presidential decrees to 14%.

“5 Even though opinions diverge, after the approvahis law, budgetary reallocations would not neeeg have to
be submitted before Congress because they are rewiged following a legally established power arat a
delegated attribution. It remains to be seen wdreffovernment will rely on this interpretation teo& informing
Congress about budget decisions.
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“" The approval of this law has been widely critidisey independent experts and its debate has besely!
followed and reported in the media. S€darin Newspaper(www.clarin.con) and La Nacién Newspaper
(www.lanacion.com.grof August 2006.

“8 National Accounting Office atvww.mecon.gov.ar/hacienda/cgn/defaultl.htm

“9 National Procurement Office dtttp://onc.mecon.gov.ar/

*0 Interviews in Argentina, 13-17 November 2006.

*LWorld Bank Country Assistance Strategy 2006-20@84ilable atvww.worldbank.org

°2 Annual reports sent to Congress are availablenatv. mecon.gov.ar/hacienda/cgn/cuenta/

%3 According to a study conducted by the Public BoResearch Centre (CEPPA), between May 2005 and May
2006, the government has sent to Congress 57 Wilide it has issued 61 decrees -- mostly relate@iudgetary
issues.

> Interviews in Argentina, 13-17 November 2006. Btwrer, the report ‘El Congreso bajo la Lupa 20@bh(ished
this year by the NGO Poder Ciudadano, and pubhefgilable online atvww.poderciudadano.orjydescribes the
process of Congress deterioration in exercisingdtsstitutional role of controlling the executive.

> Even though delay in the presentation of provinitieormation could in theory be linked to the laok human
resources, some commentators have suggested filvamhation is actually collected, but not timelyeased to avoid
showing the gradual deterioration of sub-natioisgdl accounts.

°6 As mentioned above, the LRF could overcome thidlem.

° Available at:http://capacitacion.mecon.gov.ar/manuales.php

%8 National Statistics Institute, available aivw.indec.gov.ar

% Interviews in Argentina, 13-17 November 2006.
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