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Annex 3: Changes from the 1993 System of National Accounts

A. Introduction

A3.1 The System of National Accounts 2008 (2008 SNA) retains the basic
theoretical framework of its predecessor, the System of National Accounts
1993 (1993 SNA). However, in line with the mandate of the United Nations
Statistical Commission, the 2008 SNA introduces treatments for new aspects
of economies that have come into prominence, elaborates on aspects that
have increasingly become the focus of analytical attention and clarifies
guidance on a wide range of issues. The changes in the 2008 SNA bring the
accounts into line with developments in the economic environment, advances

in methodological research and needs of users.

A3.2 In sections B through G, the changes in the 2008 SNA are grouped
together in six sections. The descriptions given only highlight the main
differences between the 1993 and 2008 SNA while refraining from exhaustive
escriptions. The discussion of the changes also includes cross-references to
the corresponding paragraphs in the chapters. In section H a check-list of

changes by chapter is given.
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B. Further specifications of statistical units and revisions in institutional

sectoring

1. Producer unit undertaking ancillary activities to be recognized as a

separate establishment in certain cases
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Reference: chapter 5, paragraphs 5.41to 5.42

A3.3 The 2008 SNA recommends that if the activity of a unit undertaking
purely ancillary activities is statistically observable, in that separate
accounts for the production it undertakes are readily available, or if it is
located in a geographically different location from the establishments it
serves, it should be recognized as a separate establishment.

When such an ancillary establishment is recognized, it is classified according

to its own principal activity and seen as producing primary output.

A3.4 The value of output of an ancillary establishment should be derived on a
sum of costs basis, including the costs of the capital used by the unit. The
output of the ancillary unit is treated as intermediate consumption of the
establishments it serves and the output should be allocated across those
establishments using an appropriate indicator such as the output, value
added or employment. The output is deemed to be market output when the
parent enterprise is a market producer or producing for own final use and
non-market otherwise. In the latter case, the cost of the capital should not be

included in estimating the value of the output.

A3.5 In the 1993 SNA, a producer unit undertaking purely ancillary
activities was always regarded as an integral part of the establishments it

served.

2. Artificial subsidiaries not regarded as institutional units unless resident in

an economy different from that of their parents

B . E5E 541 ~ 5.42
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Reference: chapter 4, paragraphs 4.62 to 4.64

A3.6 Ancillary corporations as described in the 1993 SNA are named as
artificial subsidiaries in the 2008 SNA. Artificial subsidiaries are subsidiary
corporations wholly owned by the parent corporation and created to provide
services to the parent corporation, or other corporations in the same group,
often in order to avoid taxes, to minimize liabilities in the event of
bankruptcy, or to secure other technical advantages under the tax or
corporation legislation in force in a particular country. An artificial
subsidiary is not treated as an institutional unit unless it is resident in an

economy different from that of its parent.

3. Branch of a non-resident unit recognized as an institutional unit

Reference: chapter 4, paragraph 4.47

A3.7 The 1993 SNA simply stated that an unincorporated enterprise owned
by a non-resident institutional unit should be treated as a notional resident
unit in the country where it is located. Such a unit is identified as a branch in
the 2008 SNA and treated as an institutional unit. The 2008 SNA specifies
indicative criteria to help recognize the branch of a non-resident unit as an
institutional unit; namely, the unit engages in significant production of goods
and services for a long period of time in that territory and is subject to the
income tax laws, if any, of the economy in which it is located even if it may

have a tax-exempt status.

2R EA4E 462 ~ 4.64
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4. Residence of multi territory enterprises clarified

Reference: chapter 4, paragraph 4.13

A3.8 The 2008 SNA provides guidelines for determining the residence of
multiterritory enterprises that operate a seamless operation over more than
one economic territory. Such enterprises are typically involved in cross-border
activities and include shipping lines, airlines, hydroelectric schemes on
border rivers, pipelines, bridges, tunnels and undersea cables. When it is not
possible to identify a parent or separate branches, it is recommended to
prorate the total operations of a multiterritory enterprise by the individual

economic territories in which it operates.

A3.9 The 1993 SNA did not give explicit guidance for determining the

residence of multiterritory enterprises.

5. Special purpose entities recognized

Reference: chapter 4, paragraphs 4.55 to 4.58; chapter 22, paragraphs 22.51
to 22.54

A3.10 The 2008 SNA provides guidance on the treatment of units with no
employees and no non-financial assets, units known variously as special
purpose entities (SPEs) or special purpose vehicles. There is no common
definition of an SPE but some of its characteristics are that it has little
physical presence, is always related to another corporation, often as a

subsidiary, and it is often resident in a territory other than the territory of
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residence of its parent.

A3.11 Such a unit is treated as an institutional unit and allocated to sector
and industry according to its principal activity unless it falls into one of three
categories; (a) captive financial institutions, (b) artificial subsidiaries of

corporations, and (c¢) special purpose units of government.

A3.12 The 1993 SNA did not give explicit guidance for treatment of such

units.

6. Holding company allocated to thes sector

Reference: chapter 4, paragraph 4.54

A3.13 ISIC Rev. 4, in section K class 6420, describes a holding company as
one that holds the assets of subsidiary corporations but does not undertake
any management activities. Such a unit, therefore, produces only a financial
service. Accordingly, the 2008 SNA recommends that holding companies
should always be allocated to the financial corporations sector and treated as
captive financial institutions even if all of their subsidiary corporations are

non-financial corporations.

A3.14 The 1993 SNA recommended that holding companies were to be
assigned to the institutional sector in which the main activity of the group of
subsidiaries was concentrated. Consequently, they were to be classified as
financial corporations only when the main activity of the group of

corporations they controlled was financial.

A3.11 Zo X)L, (a) FE4eREE (captive financial institutions),
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7. Head office to be allocated to the institutional sector of the majority of its

subsidiaries

Reference: chapter 4, paragraph 4.53

A3.15 The term “holding company” is sometimes mistakenly used where
“head office” is more correct. The activities of a head office, as defined in
section M class 7010 of the ISIC Rev. 4,

managing of other units of the enterprise; undertaking the strategic or

includes the overseeing and

organizational planning and decision making role of the enterprise;
exercising operational control and managing the day-to-day operations of
their related units. Such a unit therefore, produces non-financial or financial
services depending upon the type of output of its subsidiaries. The 2008 SNA
recommends that the head office should be allocated to the non-financial
corporations sector unless all or most of its subsidiaries are financial
corporations, in which case it is treated by convention as a financial auxiliary

in the financial corporations sector.

A3.16 The 1993 SNA did not give explicit guidance for treatment of head

offices.

8. Subsector for non-profit institutions introduced

Reference: chapter 4, paragraphs 4.35, 4.94, 4.103 and 4.128

A3.17 Like the 1993 SNA, the 2008 SNA assigns non-profit institutions
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(NPIs) to different institutional sectors, regardless of motivation, tax status,
type of employees or the activity they are engaged in. Recognizing the
increasing interest in considering the full set of NPIs as evidence of “civil
society”, the 2008 SNA recommends that NPIs within the corporate and
government sectors be identified in distinct subsectors so that supplementary
tables summarizing all NPI activities can be separately derived in a

straightforward manner as and when required.

9. Definition of financial services enlarged

Reference: chapter 4, paragraph 4.98 and chapter 6, paragraph 6.158

A3.18 The 2008 SNA defines financial services more explicitly than in the
1993 SNA to ensure that the increase in financial services other than the
financial intermediation, specifically financial risk management and
liquidity transformation, are captured. Financial services include monitoring
services, convenience services, liquidity provision, risk assumption,
underwriting and trading services. Chapter 17 gives guidance on when both
explicit and implicit financial services should be identified, including margins

on foreign exchange dealing and dealing in securities.

10. Subsectoring of the financial corporation sector revised to reflect new

developments in financial services, markets and instruments

Reference: chapter 4, paragraphs 4.98. to 4.116.

A3.19 The 2008 SNA has introduced a slightly more detailed classification of

Fii) EoOHAL, JEHE OIS & D HIEENC b 677, fkx Zeifil BT IS
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the financial corporations sector to allow more flexibility and better
consistency with other monetary and financial statistics systems such as
those of the International Monetary Fund and the European Central Bank.
The financial corporations sector is divided into nine subsectors (as opposed
to five in the 1993 SNA) according to the activity of the unit in the market
and the liquidity of its liabilities. The subsectors are (i) Central Bank,
(ii)Deposit-taking corporations except the central bank, (iii)Money market
funds (MMFs), (Gv) Non-MMF investment funds, (v) Other financial
(vi)

Financial auxiliaries,(vii) Captive financial institutions and money lenders,

intermediaries except insurance corporations and pension funds,

(viii)Insurance corporations (ICs) and (ix) Pension funds (PFs).

A3.20 Due to the substantial variations among countries in defining money,
the 2008 SNA does not include a definition of money. However, the
classification of financial corporations and instruments is designed to be
compatible with national money definitions. Because “Money market funds”

are separately distinguished, they can be included or excluded as desired.

] B 5 A A O T R GRAT DR 72 U D B R AR LA e S
DI, LART& WA TR0 A EA L TV D, @fBEBIE, Sa%HL o
BB DIEE) S O S RE AL O REDOTRENEIC X > T, 9 >ONFHIM (93SNA
TIE52) pEHEnD, 2F0, () HREAT, (i) PRETZERS HEX
AR, (i) ~F—-~—~7 v 77 F (MMF), (iv) 7 MMF &%~ 7
YRy (v) BRREER LOEEEE 2B Mo SRR, (vi) SfiBhk
B, (vi)) REEERWER & CGEMMM o) &8, i) Rt (IC) BE T (ix)
HEeie (PF) Thod,

A320 HEIZL > TEBOERNRKE SRR DHD T, 08SNA I[ZITE¥KOER
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C. Further specifications of the scope of transactions including the production

boundary

1. Research and development is not an ancillary activity

Reference: chapter 6, paragraph 6.207

A3.21 The 2008 SNA does not treat the research and development activity as

an ancillary activity. Research and development is creative work undertaken

C. EEERzET, M3 OHHEDER D IEBIL

1. fTRERTEEL TIZ72VWAFSE - BE3E
2. HE6E 6207

A3.21 O08SNA &, #FJE - BAFEISE) 2 (T RERGTE S & L Tl Zauy, BIFJE - BAJE
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on a systematic basis in order to increase the stock of knowledge, including
knowledge of man, culture and society, and enable this stock of knowledge to
be used to devise new applications. This does not extend to including human
capital as assets within the SNA. It is recommended that a separate
establishment should be distinguished for research and development it when

possible.

A3.22 The 2008 SNA recommends that the output of research and
development should be valued at market prices if purchased (outsourced) or
at the sum of total production costs plus an appropriate mark-up
representing the costs of fixed assets used in production if undertaken on own
account. Research and development undertaken by specialized commercial
research laboratories or institutes is valued by receipts from sales, contracts,
commissions, fees, etc. in the usual way. Research and development
undertaken by government units, universities, non-profit research institutes,
etc. is non-market production and should be valued on the basis of the total

costs incurred excluding a return to capital used.

A3.23

undertaken with the objective of improving efficiency or productivity, or

The 1993 SNA recognized that research and development is

deriving other future benefits. However, although these characteristics have
the nature of investment activities, research and development was treated as
part of intermediate consumption. It was recommended, though, that it
should not be treated as an ancillary activity but that a separate

establishment should be identified as secondary activity.

2. Method for calculating financial intermediation services indirectly

BLFEEA by 7 ZEINSE ZOREEA by 7 2o TOHT RS A A
TIEERAMEETHZETHD, LTz, ABIEAREZ SNA FOEEICED D
L ZAETIFIRR SR, AR THIUL, WL - BAFE 21772 O BIE O 3ERT &
kAT D Z & HEET D,
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KOBRERTH#EYe~—2 T v 72 MAT-AFHETIHET 2 X 2 I8+ 5,
FAZEN— 2 OB HIRFFEETCHFFERE R & - TIT A AL 72 A58 - BRF 1T, J@H O
FET, BOERE. RN, 23 v gy, BRSO X - TEHEd %, B
JFHANL, K2, FEEFIRFFERERE 22 81 & » TIT R b =ik gE - BH3s I, FErisd:
FETH Y LIZEARDOIUS & bR\ 722 A FHEIC Lo TR %,
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L. 2085 REEEE L L TOREIC S0 vb b3, BFZE « BIRITH W E O
—H#E L THbDNTW, 2720, AR5 - BARIIATREROTEE & LT Tidze <, &l
WHTEEY & LC, BMEOFEF AT 2 X o Il S Tuniz,
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measured (FISIM) refined

Reference: chapter 6, paragraphs 6.163 to 6.165.

A3.24 The method for calculating financial intermediation services indirectly
measured, widely known as FISIM, has been refined in the light of
experience in implementing the 1993 SNA recommendations. By convention
the 2008 SNA recommends that FISIM applies only to loans and deposits and
only when those loans and deposits are provided by, or deposited with,
financial institutions. The 2008 SNA calculates the output of FISIM on loans
(yL) and deposits (yD) only, using a reference rate (rr). Assuming that these
loans and deposits attract interest rates of rL and rD respectively, the output
of FISIM should be calculated according to the formula (rL - rr) yL + (rr - rD)
yD.

A3.25 The method recommended in the 2008 SNA for the calculation of
FISIM implies several changes to the 1993 SNA formula. For financial
intermediaries, all loans and deposits are included, not just those made from
intermediated funds. The reference rate should contain no service element
and reflect the risk and maturity structure of deposits and loans. The rate
prevailing for inter-bank borrowing and lending may be a suitable choice as a
reference rate. However, different reference rates may be needed for each
currency in which loans and deposits are denominated, especially when a
non-resident financial institution is involved. For banks within the same
economy, there is often little if any service provided in association with banks

lending to and borrowing from other banks.

Z2R: HE6E 6.163 ~ 6.165

A3.24 FISIM & L CTIAL F1 5TV D BEMICH & D &b —Ee 2
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S THERLDZBIBANTRPMLE L D00 LRV, [[—EENOIRITICE 5T,
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A3.26 The 2008 SNA recommends that the consumption of FISIM should be
allocated between users (lenders as well as borrowers) treating the allocated
amounts either as intermediate consumption by enterprises or as final

consumption or exports.

A3.27 The 1993 SNA calculated FISIM as the difference between property
income receivable and interest payable. The property income receivable
excluded that part which was receivable from investment of own funds. The
1993 SNA recognized that in practice it may be difficult to find any method of
allocating FISIM among different users and, therefore, accepted that some
countries may prefer to continue to use the convention whereby the whole of
the services are allocated to intermediate consumption of a notional industry.
This possibility has been removed in the 2008 SNA.

3. Output of central bank clarified

Reference: chapter 6, paragraphs 6.151 to 6.156; chapter 7, paragraphs 7.122
to 7.126
A3.28 The services produced by the central bank are identified in three
broad groups, namely financial intermediation, monetary policy services and
supervisory services overseeing financial corporations. The 2008 SNA
recommends that separate establishments should be identified for units of
the central bank undertaking production of these different services when the
level of activity is significant for the accounts as a whole. This facilitates the
distinction between the market and non-market output of the central bank.

Financial intermediation services represent market production, monetary

A3.26 08SNA (%, FISIM OH& = HE (v BFLELT) BTEROT D &
IENEL TV D, ZORR, By SNT-a%EI%., EOPEIHE RV LK E £
it oWnFnine LTERY b s,

A3.27 93SNA %, FISIM %5 HUHPEFTSG~ A F A AR & L CTHERH L7z,
WEEFTSOZEIL. HOEE&OFEIC L 5%y Z st L Tuv-, 93SNA 1,
FISIM % %7252 OB ICE DT 5 HikzE R 2 & AN FEERICIXE
THVZDILERH#HL,EHIZL > UV — A 2RE24 B LOEEO RN
B DIETT Ak T2 2 L 2 R/R LTz, 29 Lz alRErEIL 08SNA Tl
ot ST %,
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policy services represent non-market production and borderline cases, such
as supervisory services, may be treated as market or non-market services
depending on whether explicit fees are charged that are sufficient to cover

the costs of providing such services or not.

A3.29

be regarded as acquisition of collective services by general government with a

The 2008 SNA provides guidance that non-market activities are to

matching transfer from the central bank to the government, so there is no net
cost to the government for these services. Market output is provided on an
individual basis to all sectors of the economy against payment for the

services.

A3.30 In cases when the interest rate set by the central bank is so high or so
low as to imply the inclusion of an implicit subsidy or tax, the 2008 SNA
recommends that these should be explicitly recorded as such if they are
significant. These taxes or subsidies should be shown as receivable by and
payable by government but with a matching transfer from the government to
the central bank in the case of a tax and a transfer from the central bank to

government in the case of a subsidy.

A3.31

measured on the basis of receipts from fees, commissions, and financial

The 1993 SNA recommended that the services of central banks be

intermediation services indirectly measured. Application of this method
sometimes resulted in unusually large positive or negative estimates of
output. For this reason, in 1995 the Inter-Secretariat Working Group on

National Accounts ISWGNA) revised the recommendation for measuring the

A3.29 08SNA (. HHREITOIETHGIEEZ —KBIFIC L 2E G0 —E 2D
G & e Rt 240t L TR0 | Z O, HRERITH DB ~FRBEO BT
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AESPIC R L TRt S D,
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FEEETEDLNERITETELHA, 2O KREALLOTHIIE, 08SNA (T
INHEPRIICEERT D L HOBET 2, 26 OB EIIMMBEIT. BUf»x
FED, 220 LB D3 b D K 9 ICGek S5 03, BLOGAICIZBUN 25
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NI O X9 IZFeekT 5,
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X, 1995 . FREITOEHORE HFIEICET 28EXSE LT, T2bb,
H L, EIZk-o T, kT 7o —F RN —E L CREURERE b biE, &
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output of central banks. If the traditional approach consistently leads to
inappropriate results, countries may, as a second best option, measure output
at cost as in the case for other non-market output. However, the ISWGNA did
not provide further guidance on the implications of the cost based valuation
on the recording of other transactions in which central banks are involved,
such as interest payments and receipts. Neither did it indicate which unit or

units use the output of central banks thus valued.

4. Recording of the output of non-life insurance services improved

Reference: chapter 6, paragraphs 6.184 to 6.190 and 6.199; chapter 17,
paragraphs 17.13 to 17.42

A3.32 It is recognized that in cases of catastrophic losses the output of the
insurance activity estimated using the basic algorithm of the 1993 SNA,
depending on the balance of premiums and claims (on an accrual basis), could
be extremely volatile (even negative). The 2008 SNA, therefore recommends
that the output of the non-life insurance activity should be calculated using
adjusted claims and adjusted premiums supplements. With the application of
this method, the net premiums receivable and adjusted claims due may no

longer be necessarily equal for each period.

A3.33 The 2008 SNA recommends three approaches for estimating non-life

insurance output, namely the “expectation approach”, the “accounting
approach” and the “cost approach”. The expectation approach consists in
replicating the ex ante model used by insurer corporations to set their

premiums, on the basis of their expectations. In accepting risk and setting

ElE, WEORER L LT, 2OMOIENGEHOSE O X 5 128 A TrEH 2 |l
ETHIEBRBOLNDLE LT, UL, ISWGNA |%, FlFOZihE il
HFUTHEGT DM OEG|DFLEIZ DN T BAN—A TRl T2 2 67267
SR B U CREM e et 23Rt L e o7, E70, EOHALR, T X 5 ICFHE
Lo AT ORER Z T 2D E VD T EITHONTH /PRSI TR
Motz

4. FHEMRRY —ERXEHOLHOUE

SR FEE6E 6.184 ~ 6.190, 6.199; FEITE 17.13 ~17.42
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premiums, insurers consider both their expectation of loss (claims) and of
income (premiums and premium supplements). This expected margin
(premiums plus expected premium supplements minus expected claims)
provides a much better measure of the insurance service than the 1993 SNA
formula applied ex post. Ideally, the micro data from the accounts of the
insurance corporations could be used for the expectation approach for
estimating output of the insurance corporation but this information is seldom
available to the statistical organizations. In the absence of such data, the
2008 SNA recommends the application of a statistical technique to simulate
this approach by using macrostatistics, and using smoothed past data to

forecast the expected claims.

A3.34 Alternatively, an accounting approach may be used whereby output is
calculated as: actual premiums earned plus premium supplements less
adjusted claims incurred; where adjusted claims are determined by using
claims due plus the changes in equalization provisions and, if necessary,

changes to own funds.

A3.35 If the necessary accounting data are not available and the historical
statistical data are not sufficient to allow use of an expectations approach to
estimate the output, the output of non-life insurance may be estimated as the
sum of costs (including intermediate costs, labour and capital costs) plus an

allowance for “normal profit”.

A3.36 For exceptionally large claims, such as those following a catastrophe,
the claims may be recorded as capital transfers rather than, as normal,

current transfers.
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A3.37 The 2008 SNA changes the terminology from “claims due” to “claims

incurred”.

5. Reinsurance similarly treated as direct insurance

Reference: chapter 6, paragraph 6.200; chapter 17, paragraphs 17.56 to 17.65

A3.38 The 2008 SNA recommends that reinsurance should be treated in the
same way as direct insurance. The transactions between the direct insurer
and the reinsurer are recorded as an entirely separate set of transactions and
no consolidation takes place between the transactions of the direct insurer as
issuer of policies to its clients on the one hand and the holder of a policy with
the reinsurer on the other. The premiums are shown as being first payable to
the direct insurer and then a lesser premium is payable to the reinsurer. This
non-consolidation is referred to as gross recording on the part of the direct

insurer.

A3.39 The services produced by the reinsurance corporation are treated as

the intermediate consumption by the direct insurer.

A3.40 In the 1993 SNA reinsurance transactions were consolidated with
those for direct insurance so that the division between direct insurance and

reinsurance was not shown.

6. Valuation of output for own final use by households and corporations to

include a return to capital

A3.37 O08SNA %, HiEz 4, (FHOBLELT) REE4A (claims due) | 2>
5 RAMEFE4 (claims incurred) | ~ZEE 45,

5. BRRZTRZMARER L MARICH S

ZR:FE6FE 6.200; F17TE 17.56 ~17.65

A3.38 O08SNA [, FHRBRIZITZMRM ERERICHE S Z & 2/t T 2, TR
¥ EFRBEEMOBRG NI BOEE & LTRekT 52 & & L, g
DIRBRIEATH & L COIRZIRBRES & | BIRBEES & RREK 24 A TV DAY,
TOIERIRBRFESR & OB OBGNE, AT R DT IR T D, PREEEHZ, £7.
TEZPRBRER XT3N e LRSI, 2D BT 8RO PRIREL S BRI
MR THREE LTOREND, ZD X ) edkdifs ok L, o Rk
FITHONWT, T RIRZES ORI TIE, WEERLE T (gross recording) & FEIEAL
Do
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Reference: chapter 6, paragraph 6.125

A3.41 The 2008 SNA recommends that when estimating the value of the
output of goods and services produced by households and corporations for
own final use, it is appropriate to include a return to capital as part of the
sum of costs when this approach is used for estimating output in the absence
of comparable market prices. However, no return to capital should be
included when production for own final use is undertaken by non-market

producers.

A3.42 The 1993 SNA did not include the return to capital in estimating the
output of goods and services produced for own final use by households and

corporations when these were estimated as the sum of costs.

2R H6E 6.125

A3.41 O08SNA &, FiFCIEANBREDNH CHEMEH DI OIZARE LT - —
B A O FEHBREHERHEE L C, e ATRE A s S FEE 3, BAAFHC L -
THEHEEZHEGTT D L0 T T a—F 20556 BRI & B A0
ELTEDDZENMUIIEEBET S, UL, FENGAEEN A CREHED
T2 DEFEZETT 5 B EIZIE. BARDURIZE D720,

A3.42 93SNA TiE, FEIHPIEAEZED B LRSI OTZDIZEE LT - 3
—EAREMAFHETHR SN DR, T OHERHIITEANIE 2 Z 0D o7z,

D. Extension and further specification of the concepts of assets, capital

formation and consumption of fixed capital

1. Change of economic ownership introduced

A3.43 The principle of change of ownership is central to the determination of
the timing of recording of transactions in goods, services and financial assets.
The term “economic ownership” better reflects the underlying reality
economic accounts are attempting to measure. Economic ownership takes
account of where the risks and rewards of ownership lie. A change in
ownership from an economic point of view means that all risks, rewards,

rights and responsibilities of ownership are transferred.

D. ¥, EAFK,. EEERBFEOBEOILIR & E2 DL

1. BBV EHEOEEDEA

A3.43 W - Y—E R @B EDLER R ZIRET BRI, FrAERIROR
HINEE L 2%, TREEWFTAHE] &V R, BEBESNEL LS L5
PHIEE O FICHLHEL LY BT DD TH S, MFHIFTAHEL, BT
AMEIHED VR LIS E ZI2HD DN EEBRET 5, BRFEBLE COFTAHED
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A3.44 The 2008 SNA gives guidance to distinguish between legal ownership
and economic ownership and recommends that assets be recorded on the
balance sheets of the economic rather than the legal owner. For a
non-financial asset, the user and not the legal owner may assume economic
ownership if the legal owner agrees that the user is entitled to the benefits
deriving from using the asset in production in return for assuming the risks
involved. Similarly when products change hands, it is the unit that assumes
the risks in the case of destruction, theft, etc. that is the economic owner.
Ownership is also associated with assuming risk in the case of financial
assets. When the time of recording depends on change of ownership, it is the

change of economic ownership that is intended, unless otherwise specified.

A3.45 The 1993 SNA did not explicitly define ownership. Often it seemed to
imply legal ownership, but in some instances it relied on the concept of

change of economic ownership when legal ownership remained unchanged.

2. Asset boundary extended to include research and development

Reference: chapter 10, paragraphs 10.103 to 10.105

A3.46 As noted in section C, in the 2008 SNA the activity of research and
development is not treated as an ancillary activity. The output of research

¢

and development should be capitalized as “intellectual property products”
except in cases where it is clear that the activity does not entail any economic
benefit to its producer (and hence owner) in which case it is treated as

intermediate consumption. With the inclusion of research and development

A3.44 O08SNA (I, IEMPTAHE L FFEMIFTAHE & 2 KB 5 720 Ofa & 2t
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in the asset boundary, the 1993 SNA asset category of patented entities as a
form of non-produced assets disappears and is replaced by research and

development under fixed assets.

A3.47 In order to treat R&D in this way, several issues have to be addressed.
These include deriving measures of research and development, price indices
and service lives. Specific guidelines, together with handbooks on
methodology and practice, will provide a useful way of working towards
solutions that give the appropriate level of confidence in the resulting

measures.

A3.48 Treatment of research and development giving rise to produced assets
has removed the 1993 SNA inconsistency of treating the patented entities as

non-produced assets but treating royalty payments as payments for services.

3. Revised classification of assets introduced

Reference: chapter 3, paragraphs 3.5, 3.30 to 3.31, 3.37 to 3.39; chapter 10,
paragraph 10.8

A3.49 The definition of asset has been refined in the 2008 SNA, covering the
issues such as risk, demonstrable value and constructive obligations. It is
defined as a store of value representing a benefit or series of benefits accruing
to the economic owner by holding or using the entity over a period of time. It

is a means of transferring value from one accounting period to another.
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A3.50 With regard to the classification of assets, the 2008 SNA, like its
predecessor, distinguishes at the first level of the classification between
non-financial assets and financial assets/liabilities. Within non-financial
assets, it distinguishes between produced and non-produced assets.
Classification of produced and non-produced assets is no longer distinguished
between tangible and intangible assets. Non-produced assets in the 2008
SNA are split into three categories, natural resources, contracts leases and
licences, and purchase and sale of goodwill and marketing assets.
A3.51 The non-financial assets are classified in the 2008 SNA as follows:
Produced assets
Fixed assets
Dwellings
Other buildings and structures
Non-residential buildings
Other structures
Land improvements
Machinery and equipment
Transport equipment
ICT equipment
Other machinery and equipment
Weapons systems
Cultivated biological resources
Animal resources yielding repeat products.
Tree, crop and plant resources yielding repeat products

Costs of ownership transfer on non-produced assets
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Intellectual property products
Research and development
Mineral exploration and evaluation
Computer software and databases
Computer software
Databases
Entertainment, literary or artistic originals
Other intellectual property products
Inventories
Materials and supplies
Work in progress
Work-in-progress on cultivated biological resources
Other work-in-progress
Finished goods
Military inventories
Goods for resale
Valuables
Precious metals and stones
Antiques and other art objects
Other valuables
Non-produced assets
Natural resources
Land
Mineral and energy resources
Non-cultivated biological resources
Water resources

Other natural resources
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Radio spectra
Other
Contracts, leases and licences
Marketable operating leases
Permits to use natural resources
Permits to undertake specific activities
Entitlement to future goods and services on an exclusive basis

Goodwill and marketing assets

A3.52 In the 2008 SNA assets classification there are several changes within

the fixed assets category.

a. Within buildings and structures, a category has been added for land
improvements. This replaces the 1993 SNA term “major improvements to
non-produced non-financial assets”. The costs of ownership transfer on all

land are to be included with land improvements.

b. The information, computer and telecommunications (ICT) equipment has

been included as a new category under machinery and equipment.

c. Weapons systems are recognized as produced assets and classified

separately.

d. The term “intangible fixed assets” has been renamed as “intellectual
property products”. The word “products” is included to make clear that it does

not include third party rights which are non-produced assets in the SNA.
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e. Research and development products are included within intellectual
property products. As a result patented entities no longer appear as

non-produced assets and are subsumed in research and development.

f. The item “mineral exploration” has been renamed “mineral exploration and
evaluation” to emphasize that the coverage conforms to the international

accounting standards.

g. Computer software has been modified to include databases; software and

databases are two subcomponents.

h. The term “other intellectual property products” replaces “other intangible

fixed assets”.

A3.53 The only change to inventories is to show military inventories

inventories separately.

A3.54 Changes within the non-produced assets category are as follows.

a. The “tangible non-produced assets” of the 1993 SNA are renamed as

“natural resources”.

b. Other natural resources such as radio spectra have been added, and the

heading “intangible non-produced assets” has been split into two

subcategories, “contracts, leases and licences” and “goodwill and marketing

assets”.
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- Contracts, leases and licences are split into four subcategories; marketable
operating leases, permissions to use natural resources, permissions to
undertake specific activities, and entitlement to future goods and services on

an exclusive basis.

The previous category of purchased goodwill is changed to purchased
goodwill and marketing assets with changes in coverage as described below

in item 11.

4. Extension of the assets boundary and government gross capital formation

to include expenditure on weapons systems

Reference: chapter 10, paragraphs 10.87 and 10.144

A3.55 The military weapons systems comprising vehicles and other
equipment such as warships, submarines, military aircraft, tanks, missile
carriers and launchers, etc. are used continuously in the production of
defence services, even if their peacetime use is simply to provide deterrence.
The 2008 SNA, therefore, recommends that military weapons systems should
be classified as fixed assets and that the classification of military weapons
systems as fixed assets should be based on the same criteria as for other fixed
assets; that is, produced assets that are themselves used repeatedly, or

continuously, in processes of production for more than one year.

A3.56 Single-use items, such as ammunition, missiles, rockets, bombs, etc.,
delivered by weapons or weapons systems are treated as military inventories.

However, some single-use items, such as certain types of ballistic missiles
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with a highly destructive capability, may provide an ongoing service of
deterrence against aggressors and therefore meet the general criteria for

classification as fixed assets.

A3.57 Unlike in the 1993 SNA, strategic inventories are no longer separated

from other inventories of the same type of products.

A3.58

expenditures by the military on fixed assets of a kind that could be used for

The 1993 SNA treated as gross fixed capital formation only those

civilian purposes of production. On the other hand, military weapons, and
vehicles and equipment whose sole purpose was to launch or deliver such
weapons, were not treated as gross fixed capital formation but as

intermediate consumption.

5. The asset category “computer software” modified to include databases

Reference: chapter 10, paragraphs 10.110 to 10.114

A3.59 The 1993 SNA asset category “computer software” has been
modified in the 2008 SNA to include databases in the title as “computer
software and databases” with a further split between “computer software”

and “databases”.

A3.60

software and databases purchased from the market or developed in-house.

The 2008 SNA gives explicit guidance for valuation of the computer

The computer software and databases purchased on the market should be

valued at purchasers’ prices, while those developed in-house should be valued
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at their estimated basic price or at their costs of production (including a
return to capital for market producers) if it is not possible to estimate the

basic price.

A3.61

a useful life of more than one year as fixed assets. Both databases created on

The 2008 SNA recommends treating all databases holding data with

own account and those for sale should be included if they meet this criterion.

A3.62 In the 1993 SNA only “large” databases were recognized as assets.

6. Originals and copies recognized as distinct products

Reference: chapter 10, paragraphs 10.100 to 10.101

A3.63

copies of intellectual property products as distinct products. It recommends

The 2008 SNA provides guidance on the treatment of originals and

that if a copy is sold outright and is expected to be used in production for
more than a year then it should be treated as a fixed asset. A copy made
available under a licence to use should also be treated as a fixed asset if it
will be used in production for a period in excess of one year and the licensee

assumes all the risks and rewards of ownership.

A3.64 If the acquisition of a copy with a licence to use is purchased with
regular payments over a multiyear contract and the licensee is judged to have
acquired economic ownership of the copy, then it should be regarded as the
acquisition of an asset. If regular payments are made for a licence to use

without a long-term contract, then the payments should be treated as
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payments for a service of using the copy.

A3.65 If there is a large initial payment followed by a series of smaller
payments in succeeding years, the initial payment should be recorded as
gross fixed capital formation and the succeeding payments should be treated

as payments for a service.

A3.66 If the licence allows the licensee to reproduce the original and
subsequently assume responsibility for the distribution, support and
maintenance of these copies, then this is described as a licence to reproduce
and should be regarded as the sale of part or whole of the original to the unit

holding the licence to reproduce.

A3.67 The 1993 SNA did not provide guidance on the treatment of originals

and copies as distinct products.

7. The concept of capital services introduced

Reference: chapter 20

A3.68 Capital services for assets used in market production were implicitly
included within the 1993 SNA but were not separately identified. Given the
importance of identifying them for productivity measurement and other
analysis, a new chapter has been added in the 2008 SNA explaining the role
of capital services and their appearance in the accounts. Details can be
presented in a supplementary table for market producers, bringing into the

SNA the advances in research in recent decades in the fields of growth and

A3.65 UNIKREREEEH, ZORIZEV/NEO I E T 581203, &%
VDO ZERREEERER & LT UBO T2 — AT 5K E LT
Eaﬁﬁ—éo

A366 bHL, TDTA LU ACLST, T v—4 Y VPN EFAERET
BZENED LI, A —ONAT, YR— R, AT FURAOETEMD 2D,
INEHEETA B AL, HAEET A ¥ 22 hkA 4 2 NI T 54
DFAD R ELITETOIEA L BT,

A3.67 93SNA Tlt, AU TF Lt avr’ —LA#REOEEY L LTHS = &I
A RSE eh g o DA GAYA /Y

7. BEAY—EZXOBEDOEA

A3.68 93SNA TiZ, MiHAEETHETT HEEICHONT, BEAT—E AR
HIZEEN TR, BIEOEH & LT S T e o 72, 08SNA Ti,
BEARY—E R 5T D ENEEEORESLE DD SHIZE > TEETH
HZEEEBEEBL, FILOWEZBMNL, ZOETEARAT—EADEE L FENTO
REIZOWTHHA L TWD, THAEEZRICHOWT, T — ¥ Zfie R CTRd 2
EMTE, ZhITE- T, SNA oz, kB I OEEEDSBFIZBIT L Z

BAEOHFEOEREZTY AND Z E1Z27n) 2L ODa2—F =05 Eo=

- 1852 -




productivity and helping to satisfy the analytical needs of many users.

8. Treatment of costs of ownership transfer elaborated

Reference: chapter 10, paragraphs 10.48 to 10.52, paragraph 10.97 and
paragraphs 10.158 to 10.162

A3.69 Like the 1993 SNA, the 2008 SNA continues to treat the costs of
ownership transfer as fixed capital formation. Costs of ownership transfer on
acquisition of an asset should be written off over the period the asset is
expected to be held by the purchaser rather than over the whole life of the
asset (as was recommended in the 1993 SNA). Costs of ownership transfer on
the disposal of an asset should also be written off over the period the asset is
held. Recognizing this recommendation may be difficult to implement when
there is no adequate data, the 2008 SNA recommends that these costs should
still be recorded as gross fixed capital formation but written off as
consumption of fixed capital in the year they are incurred. Installation and
de-installation costs should be included in the costs of ownership transfer
when they are separately invoiced and in the purchaser’s price of the asset

otherwise.

A3.70 Terminal costs (for example dismantling costs) should be written off
over the whole life of the asset, regardless of the number of owners during the
life of the asset. In practice, it may be difficult to predict terminal costs
accurately. Any amount not already covered by consumption of fixed capital
during the life of the asset is written off at the time the costs are incurred as

consumption of fixed capital.
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A3.71 In the 1993 SNA, costs of ownership transfer in acquiring an asset
were recommended to be written down over the life of the asset. If the asset
was sold before the end of its life, the remaining costs of ownership transfer
on acquisition not already written off were written off in the other changes in

volume of assets account.

A3.72 The 1993 SNA was not explicit about the treatment of terminal costs.

9. Mineral exploration and evaluation

Reference: chapter 10, paragraphs 10.106 to 10.108

A3.73 The 2008 SNA maintains the distinction between the act of exploring
for mineral resources (treated as a produced asset) and the mineral resources
themselves (treated as non-produced assets). The term “mineral exploration”
has been renamed as “mineral exploration and evaluation” to match the term
used in the International Accounting Standards and has been defined

accordingly.

A3.74 The 2008 SNA gives guidance that mineral exploration and evaluation
should be valued at market prices if purchased or at the sum of costs plus an

appropriate mark-up if undertaken on own account.

A3.75 The 2008 SNA recognizes that because the market price is seldom
available for mineral resources, the default valuation is the present value of

future receipts of resource rent.
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A3.76 Payments by an extractor to the owner of the mineral resources
corresponding to a share of the resource rent should be shown as property
income even if they are described as taxes and treated as such in a

government’s own accounts.

A3.77 The 1993 SNA recommended that when the legal owner of a mineral
reserve contracts with another unit to undertake extraction, on pragmatic
grounds the resource may continue to be shown on the balance sheet of the
legal owner with payments by the extractor to the owner treated as property

income.

10. Land improvements

Reference: chapter 10, paragraphs 10.79 to 10.81

A3.78 Land improvements continue to be treated as gross fixed capital
formation. The 2008 SNA recommends treating land improvements as a
category of fixed assets distinct from the non-produced land asset as it
existed before improvement. In cases where it is not possible to separate the
value of the land before improvement and the value of those improvements,
the land should be allocated to the category that represents the greater part
of the value. The costs of ownership transfer on all land are to be included in

the land improvements.

A3.79 The 1993 SNA recorded improvements to land as gross fixed capital

formation, but in the balance sheet such improvements were included with
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land itself.

11. Goodwill and marketing assets

Reference: chapter 10, paragraphs 10.196 to 10.199

A3.80 The 2008 SNA renames “purchased goodwill” as “purchased goodwill
and marketing assets”. Purchased goodwill and marketing assets continue to
be treated as non-produced assets, though at a higher level in the hierarchy
than that in 1993 SNA, specifically at the same level as natural resources

and contracts, leases and licences.

A3.81 In the 1993 SNA, goodwill was recorded only following the takeover of
an enterprise. For that reason it was described as “purchased goodwill”.
Goodwill was not recognized in any other context. The 2008 SNA recognizes
that this difference may actually include assets such as mastheads, logos,
customer lists and so on which are described collectively as “marketing
assets”. Exceptionally, identified marketing assets may be sold individually
and separately from the whole corporation in which case their sale should

also be recorded under this item.

A3.82 The 2008 SNA recommends a consistent approach for calculating the
value of the “purchased goodwill and marketing assets” as the excess of the
value paid for an enterprise as a going concern over the sum of its assets less
the sum of its liabilities, each item of which has been separately identified
and valued irrespectively of whether the entity is a listed or unlisted

corporation, a quasi-corporation or is unincorporated.
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A3.83 In the 1993 SNA, purchased goodwill was calculated differently
depending on whether the business was an unincorporated enterprise or a
corporation. For an unincorporated enterprise, purchased goodwill was
derived as the excess of the purchase price over the separately identified and
valued assets less liabilities. For corporations it was described as the
difference between the share price immediately before the sale and the actual
sale price per share, multiplied by the number of shares. It did not make any
distinction between listed and unlisted corporations in the calculation of

purchased goodwill.

12. Water resources treated as an asset in some cases

Reference: chapter 10, paragraph 10.184

A3.84 In the 2008 SNA the definition of water resources has been extended to
potentially cover rivers, lakes, artificial reservoirs and other surface
catchments in addition to aquifers and other groundwater resources. It
consists of surface and groundwater resources used for extraction to the
extent that their scarcity leads to the enforcement of ownership or use rights,

market valuation and some measure of economic control.

A3.85 The 2008 SNA recommends that water bodies should in principle be
valued in a manner parallel to the valuation of mineral resources but with an
indication that more pragmatic alternatives may have to be used such as

estimates based on access fees.
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13. Consumption of fixed capital to be measured at the average prices of the

period with respect to a constant-quality price index of the asset concerned

Reference: chapter 10, paragraph 10.156

A3.86

should be measured at the average prices of the period with respect to a

The 2008 SNA recommends that the consumption of fixed capital

constant-quality price index of the asset concerned.

A3.87

used for measurement of the consumption of fixed capital should relate to the

The 1993 SNA did not give guidance about whether the prices to be

general price level or whether they should be asset specific.

14. Definition of cultivated biological resources made symmetric to

uncultivated resources

Reference: chapter 10, paragraph 10.88

A3.88 The definition of cultivated biological resources in the 2008 SNA has
been clarified making it specific that their natural growth and regeneration
are treated as production only in cases where these are under the direct

control, responsibility and management of institutional units.

A3.89 Cultivated assets of the 1993 SNA have been renamed as cultivated
biological resources in the 2008 SNA.

15. Intellectual property products introduced
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Reference: chapter 10, paragraph 10.98

A3.90 The accounting treatment of assets previously called “intangible
produced assets” and now labelled, more descriptively, “intellectual property
products” has been clarified and expanded in the 2008 SNA. These assets are
further split into research and development; mineral exploration and
evaluation; computer software and databases; entertainment, literary or

artistic originals; and other intellectual property products.

16. Concept of resource lease for natural resources introduced

Reference: chapter 7, paragraph 7.109

A3.91 The 2008 SNA introduces the concept of a resource lease to cover the
situation where the natural resource continues to be shown in the balance
sheet of the legal owner even though the lessee is the unit using the resource
in production and is thus in effect the economic owner. In return, the lessee
makes a regular payment recorded as property income and described as rent.
By convention, no decline in the value of a natural resource is recorded in the
SNA as a transaction similar to consumption of fixed capital. In the SNA the
natural resource is effectively treated as having an infinite life as far as
income generation is concerned. A resource lease may apply to any natural

resource recognized as an asset in the SNA.

A3.92 The 1993 SNA did not discuss the concept of a resource lease for

natural resources.
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17. Changes in the items appearing in the other changes in the volume of

assets account introduced

Reference: chapter 12

A3.93 With a view to giving more structural listing of possible causes for
changes in assets other than transactions, the list of items appearing in the
other changes in volume of assets account has changed in the 2008 SNA. The
other changes in the volume of assets show changes in the assets/ liabilities

in seven main categories and some subcategories as follows:

Economic appearance of assets
Economic disappearance of non-produced assets
Depletion of natural resources
Other economic disappearance of non-produced assets
Catastrophic losses
Uncompensated seizures
Other changes in volume n.e.c.
Changes in classification
Changes in sector classification and structure
Changes in classification of assets and liabilities
Nominal holding gains and losses
Neutral holding gains and losses

Real holding gains and losses

17. ZOMOBEELEBHEIRINIEHEDER

2 W12E
A3.93 HEABZLISEILY DFEKNELTERALNLIGILSOER Z X

DHEIEMICY A b« 7 v 75720, 08SNA Tik, [Z D& PE BT E |
TRIHEAOERZT2oTND, Thbb, ZOMOEERLEBLE Tk, U
TOXIBRFEERTOOHT AV =K RN OO/ HT 3V —CTEHE/ Al
DEEZ R,

& E ORRFEH B
FE A PEG PE ORIV IR
FARE IR DOTHFE
%@@@#i?%?@ﬁ%%%m
RESIC X DA A

FE S 7B
I FH S A7 E DOt oD EHYZEH)
TTFRDAEE
HPR IS K O Rk D28 B
GPE - AEO DL E
4 BORAFIFE R O 1
THSEARA RIS S OME R
FERANEROHEK

UGRED) 4 ERATRIE R O R R E S S N5 b O TH Y,

Y= a2 T VORI RE#ETH D,

- 1860 -




E. Further refinement of the treatment and definition of financial

instruments and assets
1. Treatment of securities repurchase agreement clarified
Reference: chapter 11, paragraphs 11.74 to 11.77

The 2008 SNA adds explanation of securities repurchase agreement and gold
loans and deposits. A securities repurchase agreement (repo) is an
arrangement involving the sale of securities or other assets at a specified
price with a commitment to repurchase the same or similar assets at a fixed

price on a specified future date.

A3.94 The 2008 SNA continues to treat a repo as a collateralized loan and
recognizes the possibility of on-selling of securities that have been repoed. In
the case of on selling of the repoed security, a negative asset should be

recorded for the lender to avoid double-counting.

A3.95

been repoed is either not allowed or not practised.

The 1993 SNA text suggested that on-selling of securities that have

2. Treatment of employee stock options described

Reference: chapter 11, paragraph 11.124; chapter 17, paragraphs 17.384 to
17.398

A3.96 Employee stock options are a common tool used by companies to
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motivate their employees. An employee stock option is an agreement made on
a given date (the “grant” date) under which an employee may purchase a
given number of shares of the employer’s stock at a stated price (the “strike”
price) either at a stated time (the “vesting” date) or within a period of time
(the “exercise” period) immediately following the vesting date. The 2008 SNA
recommends that transactions in employee stock options should be recorded
in the financial account as the counterpart to the element of compensation of
employees represented by the value of the stock option. Ideally the value of
the option should be spread over the period between the grant date and

vesting date; if this is not possible they may be recorded at the vesting date.

A3.97 The 1993 SNA did not provide guidance on the treatment of employee

stock options.

3. Treatment of non-performing loans elaborated

Reference: chapter 11, paragraph 11.129; chapter 13, paragraphs 13.66 to
13.68

A3.98 Guidance on the treatment of impaired (non-performing) loans has
been elaborated in the 2008 SNA. It provides a definition of a non-performing
loan as a loan on which payments of interest and/or principal are past due by
90 days or more, or interest payments equal to 90 days or more have been
capitalized, refinanced, or delayed by agreement, or payments are less than
90 days overdue, but there are other good reasons (such as a debtor filing for
bankruptcy) to doubt that payments will be made in full. It is proposed to

continue to record loans at nominal values in the main accounts and to show
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interest accruing until a loan is repaid or cancelled by mutual agreement.

A3.99 The 2008 SNA recommends that the non-performing loan should
continue to be recorded at nominal value in the main accounts and interest
should be shown accruing until a loan is repaid or the principal is written off
by mutual agreement. Two memorandum items in respect of non-performing
loans are recommended, the nominal value of loans deemed to be
non-performing and the market equivalent value of these loans. The closest
approximation to market equivalent value is fair or “mark-to-market” value,
which is “the value that approximates the value that would arise from a
market transaction between two parties”. In the absence of fair value data,
the memorandum item will have to use a second best approach and show
nominal value less expected loan losses. In addition, interest receivable on

the non-performing loans should be shown as an “of which” item.
A3.100 The 2008 SNA recommends that these memorandum items should be
standard for the government sector, the financial corporations sector and for

the rest of the world.

A3.101 The 1993 SNA did not give guidance on the criteria to be applied to

the recording of non-performing loans.

4. Treatment of guarantees elaborated

Reference: chapter 17, paragraphs 17.207to 17.224

A3.102 The treatment of several classes of guarantees has been clarified in
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the 2008 SNA. It recognizes three classes of guarantees and provides
guidance for their treatment. The first sort of guarantees are those provided
by means of a financial derivative, such as a credit default swap. These
derivatives are actively traded on financial markets and the derivative

presents no new features for the SNA.

A3.103 The second class of guarantees, standardized guarantees, is composed
of the sorts of guarantees that are issued in large numbers, usually for fairly
small amounts, along identical lines, such as export credit guarantees and
student loan guarantees. In this case, although it is not possible to establish
the likelihood of any one loan defaulting, it is standard practice to estimate
how many out of a batch of similar loans may default. It operates on the same
principle as for non-life insurance and should be treated similarly. If the
guarantor is part of general government and deliberately sets the fees below
the level of expected defaults, a subsidy should be imputed to the guarantee
holders.

A3.104 The third class of guarantees, described as one-off guarantees,
consists of those where the risk is so particular that it is not possible for the
probability of it being called to be estimated with any degree of accuracy. In
most cases, the granting of a one-off guarantee is considered a contingency

and is not recorded as a financial liability.

A3.105 The initial discussion was in terms of loan guarantees, but the
extension of standardized guarantees to other financial instruments in late

2008 suggested generalizing this treatment.
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A3.106 The 1993 SNA treated guarantees as contingent liabilities and thus
had no record of the existence of the guarantee until it was activated.
Further, it did not provide explicit guidance for the treatment of flows arising

at activation.

5. Treatment of index-linked debt securities elaborated

Reference: chapter 17, paragraph 17.274 to 17.282

A3.107 The issue concerns the case where the coupon or principal payments,
or both, payable on securities such as bonds are determined by indicators
agreed by to the parties, but the values of the indicators are not known when
the agreement is made. Under such an arrangement, the amount of the
increase in value of the security to be treated as interest cannot be known at
the time of issue. The 2008 SNA recommends two approaches to determine

the interest accrued in each accounting period.

A3.108 When the coupons are linked to a broad index, the full amounts paid
as coupons, after indexation, are accrued as interest. When the value of the
principal is index-linked the difference between the eventual redemption
price and the issue price is treated as interest accruing over the life of the

instrument.

A3.109 If the link is to a narrow index, interest accruals are determined by
fixing the rate at which interest accrues at the time of issue. Any deviation of
the index from the expected path is treated as holding gains or losses.

Because the rate is settled at the time the security is issued, the holding
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gains and losses will not normally cancel out over the life of the instrument.

A3.110 In the 1993 SNA the guidance about how transactions relating to

index-linked debt securities should be recorded was not precise.

6. Treatment of debt instruments indexed to a foreign currency revised

Reference: chapter 17, paragraph 17.281

A3.111 The 2008 SNA recommends that debt instruments with both principal
and coupon payments indexed to a foreign currency should be classified and

treated as though the instrument is denominated in that foreign currency.

A3.112 The 1993 SNA recommended that in the case of debt instruments
denominated in a foreign currency, changes in the value of the principal in
domestic currency terms that arise from exchange rate variations should be
treated as holding gains (non-transactions). However, in the case of debt
instruments indexed to a foreign currency, such changes are treated as
interest (transactions). The 2008 SNA recommendation removes the anomaly
by treating instruments that have economically equivalent characteristics

1dentically.

7. Flexibility on valuation of unlisted equity

Reference: chapter 13, paragraphs 13.69 to 13.70

A3.113 Not all equity is listed and quoted on stock exchanges. This situation
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often arises for direct investment enterprises, private equity, equity in
unlisted and delisted companies, listed but illiquid companies, joint ventures
and unincorporated enterprises. The 2008 SNA provides guidance on
alternative options of valuing such equity. Some of the alternative
recommended options are recent transaction price, net asset value, present
value or price to earnings ratios, book values reported by enterprises with
macrolevel adjustments by the statistical compiler, own funds at book value

and apportioning global value.

A3.114 The 1993 SNA gave rather restricted guidance on how to value
unlisted equity. It recommended that the value of shares in corporations that
are not quoted on stock exchanges or otherwise traded regularly should be
estimated using the prices of quoted shares that are comparable in earnings
and dividend history and prospects, adjusting downward, if necessary, to

allow for the inferior marketability or liquidity of unquoted shares.

8. Unallocated gold accounts treated as financial assets and liabilities

Reference: chapter 11, paragraph 11.45

A3.115

should be treated as financial assets and liabilities and classified with

The 2008 SNA recommends that the unallocated gold accounts

deposits in foreign currency if these deposits denominated in gold are held

with non-residents.

9. Definition of monetary gold and gold bullion revised
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Reference: chapter 11, paragraph 11.45 and 11.46

A3.116 The definition of monetary gold has changed in the 2008 SNA in order
to align with BPM6. The change stems from the recognition of allocated and
unallocated gold accounts whereby the allocated gold account provides title to
the physical gold and the unallocated gold account is a deposit denominated
in gold. The latter is treated as foreign currency if held with non-residents.
Gold bullion (that is, coins, ingots or bars with a minimum purity of at least
995 parts per thousand) is the only financial asset recognized with no
corresponding liability when held as a reserve asset by the monetary
authorities. Monetary gold is defined as gold to which the monetary
authorities (or others who are subject to the effective control of the monetary
authorities) have title and is held as a reserve asset and comprises gold
bullion and unallocated gold accounts with non-residents.

A3.117 The 1993 SNA does not discuss allocated or unallocated metal

accounts.

10. Liability in special drawing rights recognized

Reference: chapter 11, paragraphs 11.47 to 11.49

A3.118 The 2008 SNA recommends to treat special drawing rights (SDRs)
issued by the International Monetary Fund as being an asset of the country
holding the SDR and a claim on the participants in the scheme collectively.
Further, it is recommended that the allocation and cancellation of SDRs be

recorded as transactions. The asset and liability aspects of SDRs should be
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recorded separately. As a result of the changed treatment of SDRs, it

recommends that monetary gold and SDRs be shown as separate subitems.

A3.119

liabilities.

The 1993 SNA classified SDRs as assets without corresponding

11. Distinction made between deposits and loans

Reference: chapter 11, paragraph 11.56

A3.120

deposits. With a view to avoiding ambiguity between loans and deposits when

The 2008 SNA continues to distinguish between loans and

both parties to the transaction are banks, it introduces a category “inter-bank

positions”.

12. Fees payable on securities lending and gold loans

Reference: chapter 17, paragraph 17.254

A3.121

securities used for securities lending and to the owners of gold used for gold

The 2008 SNA recommends that all fees payable to the owners of

loans (whether from allocated or non-allocated gold accounts) should be
recorded by convention as interest. The interest may have a FISIM
component, separately identified, if the unit providing the loan is classified as
a financial institution.

A3.122  The 1993 SNA did not give guidance on the issue of fees payable on
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securities lending and gold loans.
13. Financial asset classification
Reference: chapter 11

A3.123 To reflect the innovations in the financial market since the
adoption of the 1993 SNA, and to maintain its relevance, the financial asset

classification has been changed in the 2008 SNA. The classification of

financial assets and liabilities in the 2008 SNA is as follows:

Monetary gold and SDRs
Monetary gold
SDRs
Currency and deposits
Currency
Transferable deposits
Inter-bank positions
Other transferable deposits
Other deposits
Debt securities
Short-term
Long-term
Loans
Short-term
Long-term

Equity and investment fund shares
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Equity
Listed shares
Unlisted shares
Other equity
Investment fund shares/units
Money market fund shares/units
Other investment fund shares/units
Insurance, pension and standardized guarantee schemes
Non-life insurance technical provisions
Life insurance and annuity entitlements
Pension entitlements
Claims of pension funds on pension managers
Entitlements to non-pension benefits
Financial derivatives and employee stock options
Financial derivatives
Options
Forwards
Employee stock options
Other accounts receivable/payable
Trade credits and advances
Other accounts receivable/payable
A3.124 The 2008 SNA renames “ as “debt

securities” and “shares and other equity” as “equity and investment fund

securities other than shares”

shares”. The category of financial derivatives introduced in an update to the

1993 SNA is extended to include employee stock options.
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14. Distinction between financial leasing and operating leasing based on

economic ownership

Reference: chapter 17, paragraphs 17. 301 to 17.309

A3.125

the appropriate treatment of leases and licences. It recognizes the distinction

The 2008 SNA presents an overview setting out the principles of

between an operating lease and a financial lease according to whether the

lessee is regarded as the economic owner of the asset or not.

A3.126 The distinction between operating leasing and the financial leasing in
the 1993 SNA was interpreted to be based simply on the length of the time of

lease.

15. Changes in recommendations for recording pension entitlements

Reference: chapter 17, paragraphs 17. 116 to 17.206

A3.127 The 2008 SNA recognizes that employment-related pension
entitlements are contractual engagements, that are expected or likely to be
enforceable. They should be recognized as liabilities towards households,
irrespectively of whether the necessary assets exist in segregated schemes or

not.

A3.128 For pensions provided by government via social security however,

countries have some flexibility to deviate from this procedure in the set of
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standard tables. This is because the division between which pensions are
provided by social security and which by other employment-related schemes
varies considerably from country to country. However, the full range of
information required for a comprehensive analysis of pensions should be
provided in a supplementary table that shows the liabilities and associated
flows of all private and government pension schemes, whether funded or

unfunded and including social security.

A3.129 The 1993 SNA stated that the actual social contributions by employer
and employee in a period should be the amount actually paid into a pension
fund. For a defined contribution scheme, this is correct and complete since
the eventual payment depends only on the amounts set aside in a pension
fund. For a defined benefit scheme, however, there is no guarantee that the
amounts set aside will exactly match the liability of the employer to the

pension entitlements of employee.

A3.130 The 2008 SNA recommends a number of changes to the 1993 SNA

recommendations in the case of defined benefit schemes:

a. the level of the employer’s contribution should be determined by assessing
the increase in the net present value of the pension entitlement the employee
has earned in the period in question, adding any costs charged by the pension
fund for operating the scheme and deducting the amount of any contribution

the employee makes;

b. this amount should be determined actuarially, taking into account only the

life expectancy of the employee and not any future earnings or the impact of

AR L - TRt SN DA & TOMOEABER E L LIt S 2854
EEXBITHERMM, EIZL > TR B H720THDH, L, FFE&0E
LR T I R TCOFRITIBEBERTRENDIRETHDH, TORTIE, &
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A3.129 93SNA TiE, —HEHTICEERVEHFIZ L > ThSn-BELSA
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720N,
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any future pay increases on the ultimate pension benefit;

c. an explicit liability of the pension fund to the employee should be shown in

the financial account and balance sheet; and

d. the assets of the fund are then to be regarded as belonging to the fund and
not (as stated in the 1993 SNA) as belonging to the employee.

A3.131 Depending on the relationship between the fund and the employer,
any excess of the liabilities over the available assets may represent a claim of
the pension fund on the employer (and any excess of the assets over the

liabilities a claim by the employer on the pension fund).

A3.132 The 2008 SNA recognizes that there is a cost to administering any
pension scheme including non-autonomous schemes and unfunded schemes.
In principle, there should be a value of output of the pension fund. This is to
be determined on the basis of the sum of costs, and by convention is deemed

to be payable by the employees holding the pension entitlements.

A3.133 The 2008 SNA recommends that when an obligation to pay pensions
passes from one unit to another, this should be recorded as a transaction in
pension liabilities even if neither unit has previously recorded such

liabilities.

A3.134 The 1993 SNA recognized pension obligations on the balance sheet
only for funded “private” schemes. Hence, the activities of many pension

schemes, such as social security and unfunded employer schemes, did not
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S
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lead to recognition of financial assets/liabilities. Further, the pension
liabilities recognized were limited to the funds available and were not

determined by the claims of employees and others on the schemes.

A3.135 The 1993 SNA treated the activity of non-autonomous pension funds
and unfunded pension schemes as ancillary activities where the output was

not separately recognized.

DRI TRE R BRI IRAE L CRBR S v, JE B 2 ol 3 214 3%kl B L2
L THROMEHIC L > TIRIES LD Z &30 o T2,

A3.135 93SNA /X, FEBHEAES ISR X O ILEE 4 H I oL 8 2 (HREFTE
L LTHRY > TV T, 2O L) RIEEOEHNBHEIZE#HR I ND Z L1
ot

F. Further specifications of the scope of transactions concerning government

and public sector

1. The boundary between private/public/ government sectors clarified

Reference: chapter 4, paragraphs 4.25 and 4.77 to 4.80, chapter 22

A3.136 Recognizing the fact that the powers, motivation and functions of
government are different from those of other sectors of the economy and that
it organizes its operations through different institutional units, the 2008 SNA
gives extra guidance for the distinction between general government and
public corporations. It provides a decision tree to help clarify the conceptual
basis for allocating the institutional units to one of the mutually exclusive

institutional sectors and to identify government and other public units.

2. Treatment of restructuring agencies elaborated

Reference: chapter 22, paragraphs 22.47 to 22.50

F. BURF & ARVESFIIZ B3 5 B G | #ibH O Rk
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BB EAE 4.25, 4.77 ~4.80, H2 E
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%o

2. BAEME (restructuring agencies) DEIRDRERAL

SR F22FE 2247 ~ 22.50
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A3.137 Some public units are involved in the restructuring of corporations
that may or may not be controlled by government. Two examples of public
restructuring agencies concern (a) the reorganization of the public sector and
the indirect management of privatization, and (b) impaired assets, mainly in
a context of a banking or other financial crisis. The 2008 SNA provides

guidelines for the treatment of restructuring agencies.

A3.138 The 1993 SNA did not provide guidance for the treatment of

restructuring agencies.

3. Treatment of government issued permits clarified

Reference: chapter 22, paragraphs 22.88 to 22.90

A3.139 The 2008 SNA recommends that if a permit issued by the government
does not involve the use of an underlying government owned asset, then the
payment for the licence is a tax. Notwithstanding, if the licence is legally and
practically transferable to a third party, then it acquires the characteristics of
an asset and it may be classified as an asset in the category of contracts,

leases and licences.

A3.140 When the licence is to make use of a natural resource (including
natural resources that qualify as assets and which the government controls
on behalf of the community), payments for the licence are treated either as
the acquisition of an asset in the category of contracts, leases or licences or as

the payment of rent.

A3.137 AWJHALOHIZIE, BUFIZ L5 XEEOFHEZLZ DT, EAEFEOFHE
FREEZEBLTO2bORDH D, AHFEEMOME LTUTO 2288 5%,
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08SNA Tid, FAMMEOHRIICEET 2R 2R L T D,
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4. Exceptional payments from public corporations should be recorded as

withdrawals from equity

Reference: chapter 22, paragraphs 22.135

A3.141 The 2008 SNA recommends that exceptional payments from public
corporations should be recorded as withdrawals from equity when these are
made from accumulated reserves or sales of assets. Only regular
distributions from the entrepreneurial income of corporations should be

recorded as dividends.

A3.142 The 1993 SNA guidance in this respect was different for corporations
and quasi-corporations in that exceptional payments from a public
corporation were recorded as regular payments of dividends while similar
payments from public quasi-corporations were recorded as withdrawals from

equity.

5. Exceptional payments from government to public quasi-corporations

should be treated as capital transfers

Reference: chapter 22, paragraphs 22.138

A3.143 The 2008 SNA recommends that exceptional payments from
government to public quasi-corporations to cover accumulated losses should
be treated as capital transfers as for public corporations. However,
exceptional payments by government to both public corporations and public

quasi-corporations should be recorded as additions to equity when they are

4. PHEANEED O OFINATIZFHOFIHLE LTRETH L

R F22E 22135
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made with a clear commercial perspective reflected in a valid expectation of a

return in the form of property income.

A3.144 In the 1993 SNA, exceptional payments from government to public
corporations were recorded as capital transfers but exceptional payments
from government to public quasi-corporations were recorded as additions to

equity.

6. Accrual recording of taxes

Reference: chapter 22, paragraphs 22.91 to 22.94

A3.145 The 2008 SNA confirms the accrual basis of recording of taxes.
However, it allows some practical flexibility in two cases in order to ensure
that uncollectible taxes are not shown as accruing. One of these relates to
taxes on income to be recorded when the tax liability is assessed with some
measure of certainty rather than when the income is earned. The other refers
to taxes arising from activities in the “parallel” economy when the timing of
the taxable event is unlikely to be known. In this case also the time of
recording should be the time of assessment. The 2008 SNA also gives
guidance that in assessing the amount of taxes accruing, care must be taken

not to include tax unlikely ever to be collected.

7. Tax credits

Reference: chapter 22, paragraphs 22.95 to 22.98

A3.144 93SNA TlE. BUFOAHIEANAZE KT BN ZIITEARBiRE L
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6. BlOBETRIZL 2E8H

ZR: F2F 2291~ 22.94

A3.145 O08SNA L BLOFLEKICEA L TRAETRN—AZ WD Z & 2T %,
LinL, FEB L, Z20HAICHEWT, N FTRE LB DWW T Y REHD S
A% TR L W2 D DR B A R8T 5, 20—k, ISkl & G035
MRS REER T 2 D Tld/e < MBUEB A FEMEE b - TEE S D R
PRI DHEND ZEITBRT D, ZoHIE, PET) B GRUE - TR OBEE
BT DIEENDRAET LR L BET 5, Z0%E, B5 & 722 2 R FIEE)
RENTRE AN D Z LIXTEZE S LA, ZOEAICH ., FUERREYI I E R
ThHRETHD, £7-. 08SNA Tid, FAEBFEL M DB, &< EBIAR
ARE & MO APEEE GO WNE D ITHEE LT b0, L ofadta R L
TW5,

7. BUERHERR

. F22FE 2295~ 2298

- 1878 -




A3.146 Tax credits represent tax relief and so reduce the tax liability of the
beneficiary. Some tax credits are payable, that is any credit in excess of the
tax liability is payable to the beneficiary. Some subsidies or social benefits are
made available via the tax system in the form of tax credits, and the
incidence of linking payment systems with the tax collection system is
increasing. The 2008 SNA recommends that the payable credits should be
recorded on a gross basis even though this is counter to the recommendations
in GFSM2001 and Revenue Statistics. The presentation should permit the

derivation of tax credits on a net basis also.

A3.147 The 1993 SNA did not give guidance on the treatment of tax credits.

8. Treatment of ownership of fixed assets created through public-private

partnerships clarified

Reference: chapter 22, paragraphs 22.154 to 22.163

A3.148 Public-private partnerships (PPPs) are long-term contracts between
two units, whereby a private unit acquires or builds an asset or set of assets,
operates it for period and then hands the asset over to a unit in the public
sector. Such arrangements are usually between a private enterprise and
government but other combinations are possible, with a public corporation as
either party or a private NPI as the second party. The 2008 SNA provides
indicative guidance on the characteristics to be examined to determine
whether the private or public partner is the economic (as opposed to

legal) owner of the assets in question.
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A3.149 The 1993 SNA did not give guidance on the treatment of

public-private partnerships.

9. Taxes on holding gains continue to be shown as current taxes on income

and wealth

Reference: chapter 8, paragraph 8.61

A3.150 The 2008 SNA recommends that taxes on holding gains continue to be
shown as current taxes on income and wealth even though the tax base (the
realized holding gains) is not included in the SNA definition of income. It
recommends that where possible and relevant, it should be shown as a

separate subcategory.

A3.149 93SNA TiX. PPP O E#H\ MZxT SfaE e h o7z,
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G. Harmonization between concepts and classifications of the SNA and BPM6

1. Centre of predominant economic interest as the basic criterion for

determining the residence of the unit

Reference: chapter 4, paragraph 4.10

A3.151 With globalization, an increasing number of institutional units have
connections to two or more economies. The 2008 SNA and BPM6 use the
concept of “centre of predominant economic interest” as the basic criterion for

determining whether or not an entity is a resident in an economic territory.
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A3.152 The 1993 SNA recommended the centre of economic interest as the
criterion to determine the residence of institutional units but did not give
guidance on the treatment of the residence of individuals having several

international residences where they may remain for short periods.

2. Individuals changing residence

Reference: chapter 26, paragraphs 26.37 to 26.39

A3.153 The 2008 SNA confirms that when persons change their country of
residence, there is no change of ownership of the non-financial assets,
financial assets and liabilities owned by those persons. All that is required is
a reclassification of the appropriate country of residence of the (economic)
owner of these items. The changes should be recorded in the other changes in

the volume of assets account and not as capital transfers.

A3.154 The 1993 SNA did not offer specific guidance on the treatment of
flows of goods and changes in the financial account arising from a change in

residence of individuals.

3. Goods sent abroad for processing are recorded on change of ownership

basis

Reference: Chapter 6, paragraphs 6.85 to 6.86 and chapter 14, paragraphs
14.37 to 14.42
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A3.155 The 2008 SNA recommends that imports and exports should be
recorded on a strict change of ownership basis. That is, flows of goods
between the country owning the goods and the country providing the
processing services should not be recorded as imports and exports of goods.
Instead the fee paid to the processing unit should be recorded as the import of
processing services by the country owning the goods and an export of

processing services by the country providing it.

A3.156 The same treatment is recommended for recording the goods of one
establishment sent for processing to another establishment of the same
enterprise within the same economy when the receiving establishment does
not take on responsibility for the consequences of the continuation of the
production process. In such a case, the only output of the establishment

receiving the goods is providing the processing services.

A3.157 The 1993 SNA treated goods that were sent abroad for processing and
then returned to the country from where they were dispatched as undergoing
an effective change of ownership. The goods were therefore recorded in
exports when they left the first country and again in imports when they
returned to the country. The country undertaking the processing was shown
as producing goods that were recorded at their full value, even though the

processor never had to pay for the value of the goods on entry.

4. Merchanting

Reference: chapter 14, paragraphs 14.73.
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A3.158 Merchanting is defined as the purchase of a good by a resident (of the
compiling economy) from a non-resident and the subsequent resale of the
good to another nonresident, without the good entering the merchant’s
economy. The 2008 SNA recommends that goods acquired by global
manufacturers, wholesalers and retailers and those cases of commodity
dealing being settled in the commodity should be recorded as negative
exports on acquisition and positive exports on disposal. The difference
between the two appears in exports of goods but appears as the production of
a service in the merchant’s economy, analogous to trade margins applied to
domestically traded goods. In the case where goods are acquired in one period
and not disposed of until a subsequent period, they should appear in changes

in inventories of the merchant even though these inventories are held abroad.

A3.159

merchanting.

The 1993 SNA did not give guidance on the treatment of
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H. A check-list of changes in each chapter

1. Introduction

A3.160 The purpose of this section of the chapter is to list the issues affecting
each of the chapters of the 2008 SNA relative to the text in the 1993 SNA.
There is no intention to give a detailed list of the impact of these changes,

simply to itemize which items affect the previous text.

A3.161 Nothing is shown for chapters 1 and 2. Chapter 1, the introduction, is
largely unaffected by the details of the changes. Chapter 2, the overview,

effectively includes all of the changes that appear later.

A3.162 Chapters 3 to 13 correspond to chapters of the same number in the
1993 SNA. Changes to those chapters are presented but not the main thrust
of the chapters, assuming this is familiar to readers. Chapters 14 to 29 are
reordered or contain new material or both. Lists of changes, where
appropriate, and a brief synopsis of the coverage of these chapters are

provided.

A3.163 References to chapters and annexes of the 1993 SNA use Roman
numerals, as in that publication. Chapters and annexes referenced by Arabic
numerals relate to the 2008 SNA.

Chapter 3: Stocks and flows and accounting rules

The major issue here is the introduction of the distinction between

H ZFEOERFFEEDOF =y 7 YR}

1. fvbuxrvayr
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economic and legal ownership.

Chapter 4: Institutional units and sectors

The description of residence is not changed in substance but wording has
been used so that this concept is described in exactly the same way in the
SNA and BPM6.

Figure 4.1 is introduced to show in the form of a flow chart how

institutional units are allocated to sectors.

Both financial and non-financial corporations are now disaggregated to
show non-profit institutions as separate subsectors to facilitate the

derivation of a satellite account for NPIs.

A similar distinction is made for general government were NPIs may also

be separately identified.

The text makes clear the difference between a head office and a holding
company to clarify the situation where a head office is loosely described as a

holding company.
There is a section on special purpose entities making clear the sorts of
considerations that need to be taken into account in order to classify them

appropriately.

The 2008 SNA avoids the expression “ancillary corporation” that was
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referred to in the 1993 SNA and was the cause of some confusion.
There is new text to identify a set of indicators which can be used to
determine whether the government controls corporations and non-profit

Institutions.

There has been an extension and refinement of the subsectors of financial

corporations.

- At the end of the chapter there is a brief reference to central banks of

currency boards.

Chapter 5: Enterprises establishments and industries.

Text referring to enterprises that are horizontally integrated is now

consistent with ISIC Rev.4.

On vertically integrated enterprises, the SNA recommends identifying
establishments where ISIC simply classifies the enterprise as a whole to the
principal activity contributing largest share to the value added.

There is new and more extensive discussion on ancillary activities.

Chapter 6: The production account

The term “knowledge-capturing products” has been introduced to cover

those items that have some of the characteristics of goods and some of the
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characteristics of services.

- Reference is made to the non-observed economy. There is more extensive

discussion on this in chapter 25.

The text describes the revised treatment of deliveries between
establishments of the same enterprise or indeed between different
enterprises depending on whether there is a transfer of economic ownership
and the degree of risk involved in further processing. (This is the domestic

equivalent to goods sent abroad for processing.)

The three-way distinction of production is now referred to as market

production, production for own final use and non-market production.

When output for own final use for market producers is estimated by the

sum of costs it should now include a return to fixed capital.

There is more discussion on how to measure output that takes a long time

to complete.

There is greater clarification on how to measure storage and how to
identify when this is a productive activity rather than a holding gain. This

subject is elaborated in an annex to chapter 6.

+ There is more extensive discussion on how to measure the output of central

banks.
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The treatment of financial services is treated in more detail in chapter 6
and in even greater detail in part 4 of chapter 17. Some of the developments
since the publication of the 1993 SNA on the treatment of financial
intermediation service charges indirectly measured (FISIM) have been

incorporated in the text.

Revised text is available on the treatment of insurance taking account of

the results of the task force on this subject.

Similarly there is a revised treatment on reinsurance.

There is discussion of how the output associated with the issuing of
standardized guarantees should be treated.
intermediate

* Research and development is no longer treated as

consumption but in most cases as fixed capital formation.

+ New text is presented on the appropriate treatment on originals and copies

following the recommendations or of the Canberra group.

Weapons systems are a new classification item within gross fixed capital

formation.

In describing consumption of fixed capital it is in now recommended that
asset-specific prices should be used rather than a general deflation index to

estimate the declining value of assets. The process of estimating consumption
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of fixed capital should be linked to estimates of capital stock. This subject is

taken further in chapter 20.

Chapter 7: The distribution of income accounts

The entrepreneurial accounts and thus the allocation of other primary
income account are now restricted to financial and non-financial

corporations.

References to measures of employment have been updated to include the
recommendations of the International Conference of Labour Statisticians
(ICLS) that was held in late 2008.

There are significant changes to the measurement of social contributions.
The first of these is that the distinction is made between contributions
relating to pensions and those relating to other benefits. Further, the fact
that pension entitlements are now recorded in some cases even when there is
no fund set aside to meet the needs has consequences for the measurement of

social contributions.

Investment income now includes the earnings on investment funds.

Within taxes on production, taxi and casino licences are now included.

- Within property income, a new subheading of investment income has been

introduced parallel to that used in BPMS6.
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+ The concept of the resource lease is introduced in relation to the payment of
rent.
The possibility of implicit taxes and subsidies being recorded in respect of

interest rates charged and paid by central banks is introduced.

The treatment of super dividends and withdrawals from income for both
corporations and quasi-corporations has been rationalized. In connection
with this, the term retained earnings has been introduced explicitly for all

enterprises.

The treatment for the investment income deemed payable under pensions
is now changed in the case of defined benefit schemes to cover the whole of
the increase in the entitlement regardless of whether such income is actually
earned by the pension fund unit responsible.

Chapter 8: The redistribution of income accounts

The changes relating to social contributions mentioned in connection with

chapter 7 carry through to chapter 8.

Within transfers there is explicit mention of household remittances

payable to and receivable from individuals working abroad.

The disaggregation of social transfers in kind has been simplified.

Chapter 9: The use of income accounts
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The distinction between individual and collective services has been

changed to follow the changes made to the COFOG classification.

It has been recognized that it is possible for NPISHs to have collective
consumption though no excessive efforts should be made to try to identify
such instances.

Chapter 10: The capital account

Non-produced assets are distinguished into three categories: natural

resources; contracts, leases and licences; and purchased goodwill and

marketing assets.

Improvements to land are treated as a fixed asset separately from the

natural asset that represents the value of the land in its unchanged state.
On costs of ownership transfer, there is clarification on the treatment of
terminal costs and the time over which consumption of fixed capital of

ownership costs should be written down.

+ Information, computer and telecommunications equipment is introduced as

a new category of gross fixed capital formation.

Weapons systems are introduced as a new category.

Intellectual property products are introduced as a new category.
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Research and development is now treated as fixed capital formation in

most cases.

+ The title for mineral exploration has been changed to include evaluation in

line with data availability according to IASB recommendations.

There has been a change to the software heading that now includes
databases explicitly and greater clarification about when databases are
included.

Within inventories, a new category of military inventories is included.

There is greater clarification on the treatment of contracts, leases and

licences and a further explanation of this appears in part 5 of chapter 17.

There is greater clarification on the measurement and inclusion of

purchased goodwill and marketing assets.

Chapter 11: The financial account

There is a changed treatment of monetary gold and of metal accounts in

general.

Liabilities are now recognized for SDRs.

+ Within the new classification of financial assets, a category is introduced

for inter-bank positions.
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narrow index has been introduced

A revised treatment of index-linked securities when they are linked to a

RFBEOFREICY 7 EnD KO ZekeoE
W5,

Two items relating to investment funds have been introduced

derivatives

Insurance technical reserves are increased to include pension entitlements
even where there is no fund, possible claims on the manager of the pension
fund and reserves for standardized guarantees
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Employee stock options are included in a class along with financial
loans.
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There are recommended memorandum items in respect of non-performing
Chapter 12: The other changes in assets accounts
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Chapter 13: The balance sheet

- The concept of an asset account is presented in this chapter. Previously it

appeared only in chapter 2.

- There is greater description of the possible ways to establish the valuation

of equity.

The flow of funds analysis has been moved to chapter27.

Chapter 14: The supply and use tables and goods and services account

- The material here contains some from the previous chapter XV. The rest is

covered in chapter 28.

There is significant reformulation of the text in this chapter.

-There is a greater description of how transport charges are to be recorded in

a supply and use table and how they affect producer and purchaser prices.

- The revised treatments for intra-enterprise deliveries and goods sent

abroad for processing have major consequences for this chapter.

‘There is a description of deflation of supply and use tables.

Chapter 15: Price and volume actions
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-In the 1993 SNA, chapter XVI was concerned with prices and volumes. The
present chapter includes significant revisions in the light of the various
manuals that have been issued since 1993, those on consumer prices,
producer prices, import and export prices and the revised International

Comparison Program manuals.

- The chapter includes text on the application of price indices to deflating

national accounts.

Chapter 16: Summarizing and integrating the accounts

-This brings into the main run of chapters material

previously only appearing in chapter II.

Chapter 17: Cross-cutting and other special issues

- This chapter replaces and extends in both the amount of detail and the
range of subjects material included in annexes III and IV of the 1993 SNA. It
provides more detail on issues that were the subject of extensive

consideration in the update. These subjects are:

a. insurance, including reinsurance and annuities;

b.social insurance schemes and in particular pensions including a

supplementary table;

c. standardized guarantees;
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d. financial services, showing where explicit and implicit charges are made on

the complete set of financial instruments;

e. contracts, leases and licences, bringing together all aspects of such

arrangements;

f. employee stock options.

Chapter 18: Elaborating and presenting the accounts

-Like chapter 16, this is new material about the synthesis of the accounts but

concentrates mainly on practical issues.

Chapter 19: Population and labour inputs

-This chapter is based on the previous chapter XVII but is less dependent on

flowcharts for explanation of different labour-related concepts.

The consequences of the ICLS held in late 2008 are incorporated.

-There is a short section on volunteer labour.

-There is discussion of quality-adjusted labour inputs.

‘There is a section on labour productivity.
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Chapter 20: Capital services and the national accounts

-This is a new chapter in response to one of the items on the research agenda
in the 1993 SNA. It provides a non-technical introduction to the subject of
capital services and the link to gross operating surplus. It suggests a

supplementary table that may be included on an optional basis.
Chapter 21: Measuring corporate activity

-This is a new chapter discussing subjects such as mergers and acquisitions,
globalization, the consequences of financial distress and a link to commercial
accounting. The material on mergers and acquisitions is drawn from The
Benchmark Definition of Foreign Direct Investment.
Chapter 22: The general government and public sectors
- This is a new chapter aimed at providing a link to government finance
statistics, debt and deficit procedures and external debt in so far as the public
sector is concerned.

The subject of the public sector was not discussed in the 1993 SNA.

- More specific information is given on how to determine when government

controls corporations and non-profit institutions.

The concept of economically significant prices is discussed and the definition

provided.
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- A link is presented to the government finance presentation of accounts.

-The treatment of tax credits is made explicit.

- Debt operations are discussed.

The recording of government guarantees is discussed.

- There is a discussion of how the relationship between government and

corporations should be recorded in the case of financial distress.

- Public-private partnerships are discussed.

Chapter 23: Non-profit institutions

- This also is a new chapter which provides a link between the SNA and the

handbook on satellite accounts of the non-profit institutions.

Chapter 24: The household sector

-This provides an elaboration of the question of subsectoring households.

- It discusses some aspects of household production in detail.

Chapter 25: Informal aspects of the economy
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-This item was also part of the research agenda of the1993 SNA.

The chapter covers two themes, the non-observed economy and the informal
sector. The latter follows the ILO initiative with emphasis on informal
employment as well as on production. The subject remains on the research

agenda.

Chapter 26: The rest of the world accounts and links to the balance of

payments

- This chapter replaces the previous chapter XIV and annex II of the 1993
SNA. It has been revised to be consistent with BPM6. There has been
extensive collaboration in the drafting of BPM6 and the SNA so that in many

cases exactly the same wording is used in both manuals.
- BPM6 introduces a new set of accounts closer to the SNA sequence of

accounts making the bridge tables simpler from the SNA perspective.

The functional categories of BPM6, direct investment, portfolio
investment, financial derivatives, other investment and reserve assets, are

introduced.

Chapter 27: Links to monetary statistics and the flow of funds

-Some of this text was in the previous chapters XI and XII but is expanded to

show the connection with monetary and financial statistics.
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The flow of funds accounts are discussed here.

Chapter 28: Input-output and other matrix-based analysis

-This draws on the previous chapter XX and a research agenda item on the
matrix presentation. It also draws on material in the Eurostat manual on

input-output tables available only in 2008.

The chapter includes the sector breakdown of the material in the supply and

use table in order to provide a link to the sequence of accounts.

Chapter 29: Satellite accounts and other extensions

- The material in this chapter is drawn in part from the previous chapters
XVIII, XIX and XXI. It also includes new material on satellite accounts that
have been developed or revised since 1993.

2. Annexes and other items

A3.164 Annexes 1 and 2 correspond to the previous annex V.

A3.165 The present annex, annex 3, corresponds with the previous

Annex 1.

A3.166 Annex 4 is new and includes information on the research agenda that
was included in the front matter of the 1993SNA.
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A3.167 There is a list of references included in the 2008 SNA; no external
references were provided in the 1993 SNA.

A3.168 The glossary is included with the publication instead of being a

separate document.

A3.169 More information on the revision process is available on the United

Nations Statistics

Division website and further information about

developments on the research agenda will be posted there.
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