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Chapter 10: The capital account

A. Introduction

10.1 The capital account is the first of four accounts dealing with changes in
the values of assets held by institutional units. It records transactions in
non-financial assets. The financial account records transactions in financial
assets and liabilities. The other changes in the volume of assets account
records changes in the value of both non-financial and financial assets that
result from neither transactions nor price changes. The effects of price
changes are recorded in the revaluation account. These four accounts enable
the change in the net worth of an institutional unit or sector between the
beginning and end of the accounting period to be decomposed into its
constituent elements by recording all changes in the prices and volumes of
assets, whether resulting from transactions or not. The impact of all four
accounts is brought together in the balance sheets. The immediately

following chapters describe the other accounts just mentioned.

10.2 The purpose of the capital account, shown in table 10.1, is to record the
values of the non-financial assets that are acquired, or disposed of, by
resident institutional units by engaging in transactions and to show the
change in net worth due to saving and capital transfers. The transactions
may be either with other institutional units, both resident and non-resident,
or internal transactions in which units retain products that they have

produced themselves for use as capital formation.
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10.3 When compiling balance sheets, it is customary to record assets on the
left-hand side and liabilities and net worth on the right-hand side. The same
convention is followed in the accumulation accounts, where changes in assets
are recorded on the left-hand side and other items on the right-hand side. As
in the current accounts, the balancing item of the capital account, net
lending or net borrowing, is recorded on the left-hand side. Consumption of

fixed capital is also recorded on the left-hand side of the capital account.

10.4 The right-hand side of the capital account records the resources
available for the accumulation of assets. These consist of net saving, the
balancing item carried forward from the use of income account, and capital

transfers. Capital transfers payable are recorded with a negative sign.

1. The definitions of ownership and assets

10.5 Ownership and assets are defined in chapter 3 but it is helpful to recall
some of the key features of the definitions here. It is important to distinguish
between legal ownership and economic ownership. The legal owner of
entities such as goods and services, natural resources, financial assets and
liabilities is the institutional unit entitled in law and sustainable under the
Ilaw to claim the benefits associated with the entities. By contrast, the
economic owner of entities such as goods and services, natural resources,
financial assets and liabilities is the institutional unit entitled to claim the
benefits associated with the use of the entity in question in the course of an

economic activity by virtue of accepting the associated risks.

10.6 Every entity has both a legal owner and an economic owner, though in
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many cases the economic owner and the legal owner of an entity are the
same. Where they are not, the legal owner has handed responsibility for the
risk involved in using the entity in an economic activity to the economic
owner along with associated benefits. In return the legal owner accepts

another package of risks and benefits from the economic owner.

10.7 When government claims legal ownership of an entity on behalf of the
community at large, the benefits also accrue to the government on behalf of
the community at large. Thus government is regarded as both the legal and

economic owner of these entities.

10.8 An asset is 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 carrying forward value from one accounting period to

another. All assets in the SNA are economic assets.

2. Non-financial assets

10.9 Two different categories of non-financial assets are distinguished from

each other: produced assets and non-produced assets.

a. Produced assets are non-financial assets that have come into existence as
outputs from production processes that fall within the production boundary
of the SNA.

b. Non-produced assets are non-financial assets that have come into

existence in ways other than through processes of production.
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Produced assets

10.10 There are three main types of produced assets: fixed assets, inventories
and valuables. Both fixed assets and inventories are assets that are held only
by producers for purposes of production. Valuables may be held by any

institutional unit and are primarily held as stores of value.

10.11 Fixed assets are produced assets that are used repeatedly or
continuously in production processes for more than one year. The
distinguishing feature of a fixed asset is not that it is durable in some
physical sense, but that it may be used repeatedly or continuously in
production over a long period of time, which is taken to be more than one
year. Some goods, such as coal, may be highly durable physically but cannot
be fixed assets because they can be used once only. Fixed assets include not
only structures, machinery and equipment but also cultivated assets such as
trees or animals that are used repeatedly or continuously to produce other
products such as fruit or dairy products. They also include intellectual

property products such as software or artistic originals used in production.

10.12 Inventories are produced assets that consist of goods and services,
which came into existence in the current period or in an earlier period, and
that are held for sale, use in production or other use at a later date.
Inventories consist of stocks of outputs that are still held by the units that
produced them prior to their being further processed, sold, delivered to other
units or used in other ways and stocks of products acquired from other units

that are intended to be used for intermediate consumption or for resale
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without further processing. Inventories of services consist of working-
progress or finished products, for example architectural drawings, which are
in the process of completion or are completed and waiting for the building to
which they relate to be started. Inventories held by government include, but
are not limited to, inventories of strategic materials, and grain and other

commodities of special importance to the nation.

10.13 Valuables are produced goods of considerable value that are not used
primarily for purposes of production or consumption but are held as stores of
value over time. Valuables are expected to appreciate or at least not to
decline in real value, nor to deteriorate over time under normal conditions.
They consist of precious metals and stones, jewellery, works of art, etc.

Valuables may be held by all sectors of the economy.

Non-produced assets

10.14 Non-produced assets consist of three categories’ natural resources;

contracts, leases and licences; and purchased goodwill and marketing assets.
10.15 Natural resources consist of naturally occurring resources such as
Iland, water resources, uncultivated forests and deposits of minerals that

have an economic value.

10.16 Contracts, leases and licences are treated as assets only when two

conditions are both satisfied,

a. The terms of the contract, lease or licence specify a price for the use of an
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asset or provision of a service that differs from the price that would prevail in

the absence of the contract, lease or licence.

b. One party to the contract must be able legally and practically to realize

this price difference.

The second condition presupposes that a market for the contract exists. It is
recommended that in practice contracts, leases and licences should only be
recorded in the accounts when the holder does actually exercise his right to

realize the price difference.

10.17 Purchased goodwill and marketing assets represent the whole or part
of the net worth of an institutional unit. They are recorded only when a unit
1s purchased in its entirety or an identifiable marketing asset is sold to

another unit.

Table 10.1: The capital account - concise form - changes in assets
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Changes in assets

= «
§ é s 'é - g :: o -
EPiriid o8 JPetir
. . 5B EFEEL 2 5 E5Ec si
Transactions and balancing items Z S =8 O wm & Z. =3 @2E 58 =
Gross capital formation 308 8 38 55 5 414 414
Net capital formation 151 -4 11 32 2 192 192
Gross fixed capital formation 280 8 35 48 5 376 376
Consumption of fixed capital -157 -12 -27 -23 -3 -222 -222
Gross fixed capital formation by type of asset
Changes in inventories 26 0 0 2 0 28 28
Acquisitions less disposals of valuables 2 0 3 5 0 10 10
Acquisitions less disposals of non-produced assets -7 0 2 4 1 0 0
Capital transfers, receivable
Capital transfers, payable
Net lending (+)/net borrowing () -56 -1 -103 174 -4 10 -10 0

3. The structure of the capital account

Saving

10.18 The right-hand side of the capital account represents changes in
Liabilities and net worth. The first item recorded on the right-hand side is the
balancing item carried down from the use of disposable income account, net
saving. When positive, net saving represents that part of disposable income
that is not spent on consumption goods and services and must, therefore, be
used to acquire non-financial or financial assets of one kind or another,
including cash, or to repay liabilities. When negative, net saving measures
the amount by which final consumption expenditure exceeds disposable
income: the excess must be financed by disposing of assets or incurring new

liabilities.
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Capital transfers

10.19 Capital transfers are unrequited transfers where either the party
making the transfer realizes the funds involved by disposing of an asset
(other than cash or inventories), relinquishing a financial claim (other than
accounts receivable) or the party receiving the transfer is obliged to acquire
an asset (other than cash) or both conditions are met. Capital transfers are
often large and irregular but neither of these are necessary conditions for a
transfer to be considered a capital rather than a current transfer. If there is
doubt about whether a transfer should be treated as current or capital, it

should be treated as current.

10.20 Capital transfers receivable represent an increase in net worth and so
are shown on the right-hand side of the account for the recipient. By
convention, the matching amounts payable are also shown on the right-hand
side of the account but as a negative entry (that is, a decrease in net worth)

for the payer.

Changes in net worth due to saving and capital transfers

10.21 The total of the entries on the right-hand side of the account is
explicitly shown and described as changes in net worth due to saving and
capital transfers. It is not a balancing item. Changes in net worth due to
saving and capital transfers represent the positive or negative amount
available to the unit or sector for the acquisition of nonfinancial and

financial assets.
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Acquisitions less disposals of non-financial assets

10.22 The left-hand side of the capital account records how much of the
change in net worth due to saving and capital transfers is used to acquire
non-financial assets and how much is left to be explained by the acquisition
of financial assets or liabilities in the financial account. Resources coming
from the disposal of existing assets appear as negative entries on the
left-hand side of the account also. As well as purchases and sales of assets,
non-financial assets acquired (or disposed of) via barter or by means of

production for own use are included.

10.23 Three headings for the net change in the value of nonfinancial assets

are shown in the capital account:

a. Gross capital formation;

b. Consumption of fixed capital;

c. Acquisitions less disposals of non-produced nonfinancial assets.

The treatment given to each of these categories of changes in assets is

described in later sections of this chapter.

10.24 Gross capital formation shows the acquisition less disposal of produced
assets for purposes of fixed capital formation, inventories or valuables. It is
possible (if uncommon) for the gross capital formation of an individual

institutional unit or sector to be negative if it sells off enough of its existing
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assets to other units or sectors.

Table 10.1 (cont): The capital account - concise form - changes in liabilities

and net worth

#£10.1 (FE&) : BARE BN -—REL EREEOLS)

Changes in liabilities and net worth Al & EREEDOEE)
N e N, xRt i -
EE o5 1% R wh EE W m peR JH o v— e
EE 588 E & E w3 8 WRE| 6L URT Y RER ¥ s v
T 9 S o g v n — 9 E g2 =
g8 28 g2 3 = S g B 25 &
5 8 & > oy RS 5} g B e i ~
Transactions and balancing items ZSES SR 2 Z E3 =€ 38 & ﬁrﬁs . 1 2 62 192 2 205 205
Saving, net 71 2 62 192 2 205 205 AEFAIE 13 -13
Current external balance 13 -13 B AT 414 414
Gross capital formation 414 414 HZEATZ AL 192 192
Net capital formation 192 192 0 [ AT 376 376
e AR . .
Gross fixed capital formation 376 376 I A IBAE 222 222
23 N
Consumption of fixed capital 222 -222 RETRAIREERATN
5
Gross fixed capital formation by type of asset FERE AN 28 28
Changes in inventories 28 28 HEE OB~ A 72y 10 10
S e 2B VAN
Acquisitions less disposals of valuables 10 10 i%ﬂf’ié’ifﬁ?(‘? VA ARG 0 0
Acquisitions less disposals of non-produced assets 0 0 i"'\%”ﬁf‘ QHX 33 0 6 23’ 0 62 4 66
Capital transfers, receivable 33 0 6 23 0 62 4 66 HABE, vi% = . 16 7 34 0 3 65 1 66
Capital transfers, payable 16 -7 -84 -5 -3 -65 -1 -66 Hrddo S BB & B IEBREPE D IS 88 -5 90 210 - 202 -10 192
Changes in net worth due to saving and capital transfers 88 5 -90 210 -1 202 -10 192

10.25 Consumption of fixed capital is the decline, during the course of the
accounting period, in the current value of the stock of fixed assets owned and
used by a producer as a result of physical deterioration, normal obsolescence
or normal accidental damage. When, as recommended in the SNA, the
balancing item carried down from the use of income account is net saving, it
already reflects the fact that net worth has been reduced by the amount of
consumption of fixed capital, the amount by which fixed assets are reduced
in the period. Since the capital account is designed to show the way in which

net worth is augmented by the acquisition of non-financial assets, this

10.25 EEEABFIT, ToOIFHWMICRIT S, ZEEPHA LEATIEE
BEORMEFTMEE DK T ThH Y . MEHRE . BEOBE D 5V ILEE DB
ZEHBHEORRETH D, SNATHRI N TV D L H I, FfFOEHBIEN DY
SN DT AEAPITE CH L6, IEWREENETEEARBFEOR, OF
DM DOEEEEOBAEE, A LTS E V) FHFEITTICKmEA T
Do EAREEIL, EREENIESMEEOTIRIC LV IERT 2L L2 T Z LA
HI72 0D T, Z ORI IZHUG L7 EEE PEOMFED HAE L2217 67,
EEEEOEARA Ny 7 ~OENMIHMAR— ZADOMEATH D, ZO7H, BEEEAR
WAL, BARMEDEM TEEOADEE L L CiskI N5,

- 654 -




amount has to be offset from the value of new acquisitions of fixed assets so
the addition to the capital stock of fixed assets is a net amount. For this
reason, consumption of fixed capital is recorded as a negative change in

assets on the left-hand side of the capital account.

10.26 If it is not feasible to measure consumption of fixed capital because of
lack of data, the saving figure carried forward from the use of income account
has to be gross. In this case, there is no entry for consumption of fixed capital
in the capital account. If consum ption of fixed capital has to be omitted from
both sides of the account, the balancing item of the account is not affected;
net lending or borrowing can be derived residually whether or not
consumption of fixed capital can be estimated. However, if consumption of
fixed capital is not estimated, the accumulation accounts do not record all

changes between two successive balance sheets.

10.27 The remaining item on the left-hand side of the capital account refers
to non-produced non-financial assets. The total value of the acquisitions less
disposals of non-produced non-financial assets may also be positive or
negative. Since natural resources are owned by units that are either actually
or notionally resident, this part will generally be zero for the economy as a
whole. (An exception exists for land purchased by a foreign government for
an embassy or military base.) . However, there may be transactions in

contracts, leases and licences or marketing assets with non-resident units.

Net lending

10.28 The balancing item of the capital account, net lending, is defined as the
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difference between changes in net worth due to saving and capital transfers
and net acquisitions of non-financial assets (acquisitions less disposals of
nonfinancial assets, less consumption of fixed capital). If the amount is
negative it represents net borrowing. It shows the amount of the resources
remaining for purposes of lending or that need to be borrowed. Even if funds
are not actively lent but are retained in cash, or in a bank deposit, the holder
of the counterpart obligations represented by these financial assets has in

effect borrowed from the unit holding the cash or bank deposit.

10.29 The identity between the balancing items of the capital account and
the financial account is an important feature of the set of the accounts as a
whole. What is borrowed by one unit must be lent by another and vice versa.
The conceptual identity between the balancing items provides a check on the
numerical consistency of the set of accounts as a whole, although the two
balancing items are likely to diverge in practice because of errors of

measurement.

10.30 In general in the SNA, and especially in balancing items, the prefix net
means excluding the consumption of fixed capital. For net lending this is not
the case; it represents the difference between those assets giving rise to
making funds available to other units and those drawing funds from other

units.
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B. Gross capital formation

10.31 Gross capital formation is measured by the total value of the gross

fixed capital formation, changes in inventories and acquisitions less
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disposals of valuables. Before discussing in detail the entries to be recorded
under each of these items, it is necessary to clarify the coverage of the item
and the application of accounting rules such as valuation, time of recording

and the identification of ownership.

1. Gross fixed capital formation

10.32 Gross fixed capital formation is measured by the total value of a
producer’s acquisitions, less disposals, of fixed assets during the accounting
period plus certain specified expenditure on services that adds to the value of
non-produced assets. In order to ensure that the coverage of gross fixed
capital formation is precisely defined, it is necessary first to define what does
and what does not constitute a fixed asset and what activities are treated as

adding to the value of non-produced assets.

The asset boundary

10.33 All goods and services supplied to the economy by means of production,
imports or the disposal of produced assets must be used for exports,
consumption (intermediate or final) or as part of capital formation. The
boundary line between those products that are retained in the economy and
are used for consumption and those products that are used for capital
formation is known as the asset boundary. The asset boundary for fixed
assets consists of goods and services that are used in production for more

than oneyear.

10.34 Two exclusions from the asset boundary should be noted at the outset.
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The first is that consumer durables are not treated as fixed assets. The
services these durables produce are household services outside the
production boundary of the SNA. If, for example, a washing machine were to
be treated as a fixed asset, the production boundary would have to be
extended to include all laundry services, whether undertaken by machine or
by hand. As it stands, the production boundary restricts laundry services to
those services provided to other units but includes services provided by both
machine and by hand. However, owner-occupied dwellings are not treated as
consumer durables but are included within the asset boundary. The
owner-occupiers are treated as owners of unincorporated enterprises

producing housing services for their own consumption.

10.35 The second exclusion is pragmatic rather than conceptual and concerns
small tools. Some goods may be used repeatedly, or continuously, in
production over many years but may nevertheless be small, inexpensive and
used to perform relatively simple operations. Hand tools such as saws,
spades, knives, axes, hammers, screwdrivers and spanners or wrenches are
examples. If expenditures on such tools take place at a fairly steady rate and
if their value is small compared with expenditures on more complex
machinery and equipment, it may be appropriate to treat the tools as
materials or supplies used for intermediate consumption. Some flexibility is
needed, however, depending on the relative importance of such tools. In
countries in which they account for a significant part of the value of the total
stock of an industry’s durable producers’ goods, they may be treated as fixed
assets and their acquisition and disposal by producers recorded under gross

fixed capital formation.
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10.36 Not all goods included within the asset boundary must be newly
produced. Since assets have a long life, they may change hands but continue
to function as fixed assets for their new owners. Thus it is important to
define what existing fixed assets are and how they are treated in measuring

gross fixed capital formation.

10.37 Nor are all services included within the asset boundary immediately
recognizable. Important classes of services are included in the asset
boundary because of the impact they have on the value of new or existing
assets. These are improvements to existing assets and the cost of ownership
transfer of assets. These are described below after defining existing fixed

assets.

FExisting fixed assets

10.38 Because assets have service lives that may range up to 50 years or
more for dwellings or other structures, their ownership may change several
times before they are eventually scrapped, demolished or abandoned. An
existing fixed asset is one whose value was included in the stock of fixed
capital of at least one producer unit in the domestic economy at some earlier
point In time either in the current period or in the immediately previous
accounting period. In many countries, well-organized markets exist to
facilitate the buying and selling of many kinds of existing fixed assets,
notably automobiles, ships, aircraft, dwellings and other structures. Indeed,
the number of existing dwellings bought and sold within a given time period
may considerably exceed the number of new dwellings. In practice, most

existing fixed assets will have been used in production by their current

10.36 EHERFICEENDMOT TR, FilZAEEIND LD EITRS 720,
EFEOMAFELITE VO T, FFHENREDLLI ML LRV, FFTa#H I L
THEEEEL L THRE LT 5, L7=3-> T, BEFEDE EEPED #hPH % e e 4
DL L biT, BEEEATER D RIEDOBROBAFE EEEDI Y RN ED D Z &
INEETH D,

10.37 F7z, BEBERMCEENLI T —EROTXTH, HEHITHM I D DIT
TRV, Y—ERAO—EHTHHIEHMOEE R T 2V —I1%, FH 72138 7D
BHREICK L TENON G 2B LEEE 2, BERMIE DN, Tk, BE
FEEDOHRB L OEEOTAHBIEEN TH D, 2D LIZHONTIE BLFT,
BEAE D E EEEICOWTER LB TR~NS,

BE7F [ i B

10.38 FEERZ D MOEEDIZ OV TiE, EHEIXS0F 2 Z L B2 K S A
BEFFOLOROT, BEOFIAWHIL, TAROWIIIFAY Z v FlzE i, Y
BN, BEIND ETIC, MENEDSE L/, BEFEEEREL X, ©
DA B, YHF ITETOSKHBIFANO X BB [T\ T, BERRED
DR EBVEDDAERMDOEEEARR by 7JIZEENTWEEEETH
%, Z< OETIX, HZ OEOBRRFFEEEE, &b, AE, . M
7, FERBLOZOMOBEYOFTEEKAIT HI2DIc, L Mfkshh
GRFEL TN D, FE, —EMMPICRE S 2B EEOHIL. FilEED

BAaREL ERAZE L H D, EEIIT, 1FE A EOBEFERTEEEIL., BIEDRT
HEHENAEETHENID DO THA I, BEFEOEARMOPIZIL, &k EBICHE

WEIDETIC, ZOFAEICLDEHINLD D EHDHTEA D,

- 659 -




owners, but an existing capital good might be sold by its owner before it has

actually been used.

10.39 In general, sales or other disposals of existing goods, whether fixed
assets or not, are recorded as negative expenditures or negative acquisitions.
Thus, when the ownership of an existing fixed asset is transferred from one
resident producer to another, the value of the asset sold, bartered or
transferred i1s recorded as negative gross fixed capital formation by the
former and as positive gross fixed capital formation by the latter. The value
of the positive gross fixed capital formation recorded for the purchaser
exceeds the value of the negative gross fixed capital formation recorded for
the seller by the value of the costs of ownership transfer incurred by the
purchaser. The treatment of these costs is explained in more detail in a later

section.

10.40 When the sale takes place between two resident producers, the positive
and negative values recorded for gross fixed capital formation cancel out for
the economy as a whole except for the costs of ownership transfer. Similarly,
if an existing immovable fixed asset, such as a building, is sold to a
non-resident, by convention the latter is treated as purchasing a financial
asset that is the equity of a notional resident unit while the notional resident
unit is deemed to purchase the asset, so that the sale and purchase of the
asset takes place between resident units. However, if an existing movable
fixed asset, such as a ship or aircraft, is exported, no positive gross fixed
capital formation is recorded elsewhere in the economy to offset the seller’s

negative gross fixed capital formation.

10.39 — %2, BEFEM OFEAE 1T 2 OMoLs5E, BEGEDBETHZED
OLZAETH, A FTAOZ AW L~ FAOESE LTitgkSnd, L)
-, BEAFE B EDOHTAMEN & 2 JEEAESR D DRIO B AES ~Bilind 555
AL REISH, WA S, EREBER SN EEOMHEIL, AiFICLY v A
TAORBEEEAKE LT, BEICLD 77 XAOREEEAREMK & L TRk S
N5, BOFICHELESEINT-7 T 2OREEEAREROMIET, 720 FIZBEL
kS NTe~v A T AOREEEARTEROMEZ . HOFIC L A S FTA
Bint o5y 720 8R4 %, FrAHEBIRE OO 0%, %o TL 0 I
T 5,

10.40 Z OEHD 2 BEAERM TITRbNIEGE, REEEARERIZE LT
FRSNT=T TR~ AT ADOMMEIL, YRE 2R E UL, i SR E %
PRONCHIZ S LD, [FAERIC, B D X O 2 BEAF O BB AR TRe 72 [E E & PEA I JEE
Floxt LCRAISA IS A, BITICEY . #FIX, 4B EORFER B ORS T
bOEMEELHEA LI DL LTIV b, £04 AREEE BALS YEE
PEEEEALT- AR EN NG, BEOTBHAIE AL, BEEHEMETBZ -2
LT D, L LR G, MAOMZE O X 5 ZRBEF OB B AT RE 7o [E E B E
Wi S N7eGE, 80 FO~A T RAORBEEEARER AT 57 7 ZAOMEE
G AT AL DS Y RLARR T ORI D ST RER S D 2 & id7R 0,

- 660 -




10.41 Some durable goods, such as vehicles, may be classified as fixed assets
or as consumer durables depending upon the owner and the purpose for
which they are used. If, therefore, the ownership of such a good were
transferred from an enterprise to a household to be used for final
consumption, negative gross fixed capital formation is recorded for the
enterprise and positive consumption expenditure by the household. If a
vehicle owned by a household were to be acquired by an enterprise, it would
be recorded as an acquisition of a “new” fixed asset by the enterprise, even
though it is an existing good, and as negative consumption expenditure by
the household. A similar treatment is applied to imports of used products

acquired by resident producers as assets.

10.42 Thus, it is perfectly possible for gross fixed capital formation to be
negative as a result of the sale or disposal of existing fixed assets, although
aggregate gross fixed capital formation is unlikely to be negative for large

groups of units such as subsectors, sectors or the economy as a whole.

Improvements to existing assets

10.43 Gross fixed capital formation may take the form of improvements to
existing fixed assets, such as buildings or computer software, that increase
their productive capacity, extend their service lives, or both. By definition,
such gross fixed capital formation does not lead to the creation of new assets
that can be separately identified and valued, but to an increase in the value
of the asset that has been improved. Accordingly, it is the improved asset

that is henceforth relevant to the SNA and on which consumption of fixed

10.41 HE@ O XS, AMOFIZIZ, ZOfAEL LOERBMER S5 H
FINC R - T, BEEEICHEI N MAEEM & LTHBEINZVTH0E
D, TR, TOX I BRMOFTAENEENOEF~EBEI, & HE
ELTHERESNDSE. v~ T ADORBEEEARTERAEEICTER I, 772D
HEZEPFiHCRES NS, FiHZ L 0T SN QO Hl &2 4 EA RS L &
I LT B EIREAICT, HEAZNBEAFMTHLELTH, THHO ) EE
BEORGE LT, FLFFNC LD~V T AOHEEIHE LTRlgkSndTHA
9o [ARED B T, FEAER LV ERELE LTSNz Y Ol
ANZR L Th#EH I D,

10.42 L7223 ->7T, WaREM, #M £ 3R E 2R e Wo L2 K& 2 7L
—FNFEELDIEHLDOONTIL, Aite LTA T AOREEEAE L E NS Z &
TH Y 25 b, GREM : EROFIERI D) METEAER A, BE
FHEEBEOTFHE LTS OFMERLE LT, ~A4 FRCRDEZ I H2IcH0 5
Do

BE 7B E DR

10.43 HBETEABKIL, Bar Ca—F— - V7 oy =T 0L ) 2
EEE ST HREEWVIEREEZ LD LBV, 9 Lk BIX, g%
DEFERNZHMS T | MAFRAERE L0, $2EmEE2FEHTHH0
Thd, EEICEV, 2OX ) RREEEARTERIL, BHNHE Sh, FHE S
VDX IBFHBEOAIHE LT 5T L0 TIEARL, ME SNEE EOMIEORE
MEHTHT, LER-T, thlB%, SNAIZE > TEMRH D . NGO EE
EARBRED IR SN DB EIL, B %O &M BEMEOHM L) &

- 661 -




capital must be calculated subsequently.

10.44 A different treatment is applied to improvements to land in its natural
state. In this case the improvements are treated as the creation of a new
fixed asset and are not regarded as giving rise to an increase in the value of
the natural resource. If land, once improved, is further improved, then the

normal treatment of improvements to existing fixed assets applies.

10.45 The distinction between ordinary maintenance and repairs that
constitute intermediate consumption and those that are treated as capital
formation is not clear cut. As explained in paragraphs 6.226 to 6.229,

ordinary maintenance and repairs are distinguished by two features:

a. They are activities that must be undertaken regularly in order to maintain
a fixed asset in working order over its expected service life. The owner or
user of the asset has no choice about whether or not to undertake ordinary
maintenance and repairs if the asset in question is to continue to be used in

production;

b. Ordinary maintenance and repairs do not change the fixed asset’s
performance, productive capacity or expected service life. They simply
maintain it in good working order, if necessary by replacing defective parts
by new parts of the same kind.

10.46 On the other hand, improvements to existing fixed assets that
constitute gross fixed formation must go well beyond the requirements of

ordinary maintenance and repairs. They must bring about significant
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changes in some of the characteristics of existing fixed assets. They may be

distinguished by the following features:

a. The decision to renovate, reconstruct or enlarge a fixed asset is a
deliberate investment decision that may be taken any time, even when the
good in question is in good working order and not in need of repair. Major
renovations of ships, buildings or other structures are frequently undertak en
well before the end of their normal service lives;

b. Major renovations, reconstructions or enlargements increase the
performance or productive capacity of existing fixed assets or significantly
extend their previously expected service lives, or both. Enlarging or
extending an existing building or structure constitutes a major change in
this sense, as does the refitting or restructuring of the interior of a building
or ship or a major extension to or enhancement of an existing software

system.

10.47 It 1s difficult to provide simple objective criteria that enable
improvements to be distinguished from repairs because any repair may be
said to improve the performance or extend the working life of the unrepaired
asset. For example, machines may cease to function at all because of the
failure of one small part. The replacement of such a part does not, however,
constitute gross fixed capital formation. Thus, improvements have to be
identified either by the magnitude of the changes in the characteristics of the
fixed assets such as size, shape, performance, capacity, or expected service
lives, or by the fact that improvements are not the kinds of changes that are

observed to take place routinely in other fixed assets of the same kind, as
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part of ordinary maintenance and repair programmes.

Costs Incurred on acquisition and disposal of assets

10.48 Purchasing a fixed asset is often a complicated procedure that may
involve using lawyers to establish legal title to the asset, engineers to certify
that it is in satisfactory working order and so on. There may also be taxes to
be paid occasioned by the change of ownership of the item. Further, in the
case of highly complex machinery there may be significant costs associated

with delivery and installation that were not included in the purchase price.

10.49 The benefits to be derived from the use of the asset in production have
to cover these costs as well as the initial price of the asset. Costs incurred on
acquisition of an asset are treated as an integral part of the value of that
unit’s gross fixed capital formation. The value at which the asset enters the
balance sheet of its new owner therefore includes these costs. This applies to

both new and existing assets.

10.50 Just as there may be costs incurred on the acquisition of an asset,
there may also be costs incurred on the disposal of an asset. Some of these
may be parallel to those costs incurred on acquisition, for example legal fees
and disinstallation costs. However, in the case of some significantly large
and important assets, such as oil rigs and nuclear power stations, there may
also be major costs associated with the decommissioning of the asset at the
end of its productive life. For some land sites, such as those used for landfill,
there may be large costs associated with rehabilitation of the site. These are

referred to collectively as terminal costs.
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10.51 All these costs associated with acquiring and disposing of assets may
be described as costs of ownership transfer. The costs of ownership transfer

consist of the following kinds of items:

a. All professional charges or commissions incurred by both units acquiring
or disposing of an asset such as fees paid to lawyers, architects, surveyors,
engineers and valuers, and commissions paid to estate agents and

auctioneers;

b. Any trade and transport costs separately invoiced to the purchaser;

c. All taxes payable by the unit acquiring the asset on the transfer of

ownership of the asset;

d. Any tax payable on the disposal of an asset;

e. Any delivery and installation or disinstallation costs not included in the

price of the asset being acquired or disposed of; and

£ Any terminal costs incurred at the end of an asset’s life such as those
required to render the structure safe or to restore the environment in which

It Is situated.

10.52 All these costs of ownership transfer are treated as gross fixed capital
formation. They are attributed to the purchaser or seller of the asset

according to which unit bears the responsibility of meeting the costs. The
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time of recording of these costs is discussed below. The costs are written off
via consumption of fixed capital over the period the new owner expects to
hold the asset, as discussed in the section on consumption of fixed capital
except for the terminal costs that should be written off over the whole life of

the asset.

Time of recording

10.53 The general principle for the time of recording of acquisitions less
disposals of fixed assets is when the ownership of the fixed assets is
transferred to the institutional unit that intends to use them in production.
Except in two special cases, this time is not generally the same as the time at
which the fixed assets are produced. Nor is it necessarily the time at which

they are put to use in the production of other goods or services.

10.54 The two exceptions cover assets that take some time to produce such as
construction projects and some cultivated biological resources. In general,
incomplete construction projects and immature animals and plantations are
treated as work-in-progress. They are reclassified from inventories to fixed
capital when complete and delivered to the unit intending to use them as
fixed assets. However, when the assets are being produced on own account,
the partially complete products are recorded as fixed capital formation as

work takes place.

10.55 When assets are developed under a contract of sale, the producer
records work-in-progress as normal but when stage payments are made,

these are regarded as purchase of [part of] a fixed asset or as a trade advance
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if the value of the stage payment exceeds the value of the work put in place.
In the latter case, work is recorded as fixed capital delivered to the final
owner as work proceeds until the trade credit is exhausted. When there is no
contract of sale agreed in advance, the output produced by the enterprise
must be recorded as work-in-progress or as additions to the producers’
inventories of finished goods, depending on whether the product is
completed. For example, finished dwellings built speculatively remain as

additions to the producers’ inventories of finished goods until they are sold or

otherwise acquired by users.

Ownership of assets

10.56 In most cases, the ownership of fixed assets is straightforward; it is the
unit that acquires the asset for use in production. There are however, three
exceptions to be noted. One concerns assets subject to a financial lease; the
second concerns assets produced by communal effort; the third concerns

immovable assets owned by non-residents.

10.57 A financial lease is a contract between a lessor and a lessee whereby
the lessor legally owns the good but the terms of the lease are such that the
lessee takes over both the economic risks and rewards of using the asset in
production. In effect, therefore, the lessee becomes the economic owner of the
asset even if the lessor remains the legal owner. In these cases, the asset is
recorded as being acquired by the lessee in return for a loan extended by the
lessor to the lessee. The asset is then recorded on the balance sheet of the
lessee and not the lessor. The payments due under the lease arrangement

are treated as forming a repayment of the principal of the loan and a
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payment of interest and possibly a service charge. More details of these

arrangements are given in chapter 17.

10.58 Certain structures may be produced for own communal use by groups
of households: for example, buildings, roads, bridges, etc. After they are
finished, the ownership of such structures may then be transferred to some
government unit that assumes responsibility for their maintenance. When
the transfer occurs, the gross fixed capital formation on own account
originally attributed to the group of households is cancelled by their negative
gross fixed capital formation resulting from the capital transfer in kind made
to the government unit. The final gross fixed capital formation remaining is
that of the government unit resulting from its acquisition of the asset
through the capital transfer in kind. If no such transfer exists and the
structure remains the communal property of the group of households
responsible for its construction, an NPISH providing collective services

should be created.

10.59 A further consideration to be taken into account in determining
ownership concerns assets built under a private finance initiative (PFI),
sometimes also described as a public-private partnership (PPP) or a build,
own, operate, transfer (BOOT) scheme or some other similar shorthand.
Such schemes are under accounting scrutiny at the time of writing.
Provisional guidance on how to ascribe the ownership of such schemes is

given in chapter 22.

10.60 All buildings and other structures within the economic territory are

deemed, by convention, to be owned by resident units. If the economic owner
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(or lessee under a financial lease) would not otherwise qualify as a resident
unit, a notional resident unit is created for this purpose. The notional
resident unit is assumed to purchase (or lease) the building or structure. The
legal owner (or lessor) is deemed to hold equivalent equity in the notional
resident unit. If a building or structure is owned in part by a resident unit
and in part by one or several non-residents, there is one notional resident
unit established with each of the owners having a proportionate share of the

equity of the notional resident unit.

Valuation

10.61 The various components of acquisitions and disposals of fixed assets

are listed below:

a. Value of fixed assets purchased;

b. Value of fixed assets acquired through barter;

c. Value of fixed assets received as capital transfers in kind;

d. Value of fixed assets retained by their producers for their own use,
including the value of any fixed assets being produced on own account that

are not yet completed or fully mature;
less
e. Value of existing fixed assets sold;

f. Value of existing fixed assets surrendered in barter;

g. Value of existing fixed assets surrendered as capital transfers in kind.
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Items (a) to (d) include new assets, existing assets, the value of
improvements to assets and the cost of ownership transfers in respect of
these assets. Items (e), () and (g) include disposals of assets that may cease
to be used as fixed assets by their new owners: for example, vehicles sold by
enterprises to households for their personal use, assets that are scrapped or

demolished by their new owners and assets that are exported.

10.62 Fixed assets acquired through barter are valued at their estimated
purchasers’ prices plus any costs of ownership transfer. In practice, neither
taxes on products nor transportation costs may apply, in which case the
purchasers’ prices will not differ from the basic prices of the product. Fixed
assets produced for own gross fixed capital or assets transferred in kind are
valued at their estimated basic prices, or by their costs of production when

satisfactory estimates of their basic prices cannot be made.

10.63 Special considerations apply to fixed assets produced by communal
construction by households. If the value of the asset must be estimated on
the basis of costs, and some or all of the labour is provided free, as may
happen, an estimate of what the cost of paid labour would be must be
included in the estimated total production costs using wage rates for similar
kinds of labour in the vicinity or region. Otherwise, the value of the finished
structure will be seriously underestimated. However, this estimate is not
treated as compensation of employees but as gross mixed income. This
income accrues to the households concerned who are then assumed to use it
to “purchase” the final construction. If the construction is then handed over
to government, there is negative gross fixed capital formation recorded by

the community offsetting their previously recorded acquisition of the asset
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and positive gross fixed capital formation recorded by government, along
with a capital transfer of the value of the construction from the community to

government.

Transactions in fixed assets

10.64 Gross fixed capital formation in a particular category of fixed asset
consists of the value of producers’ acquisitions of new and existing products
of this type less the value of their disposals of fixed assets of the same type.
Gross fixed capital formation is not recorded until the ownership of the fixed
assets 1s transferred to the unit that intends to use them in production
unless it is being constructed to order under a contract agreed in advance.
Thus, new assets that have not yet been sold form part of additions to
inventories of finished goods held by the producers of the assets. Similarly,
an imported product is not recorded as gross fixed capital formation until it

1s acquired by the unit that intends to use it.

10.65 Table 10.2 shows the changes in assets side of table 10.1 expanded to
show the entries for transactions in fixed assets. It will be noted that the
SNA recommends showing acquisitions of certain categories of assets
separately from disposals of those assets when this provides analytically

useful data.

10.66 In presentations of the capital account, gross fixed capital formation is
usually shown by type of asset, where the accounting principles of the last
paragraph are applied to each category of fixed asset in turn. Table 10.2 also

incorporates the classification of fixed assets used in the SNA. Each of the
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main categories of fixed assets is defined and described in turn below.

10.67 The SNA does not formally include a division between tangible and
intangible assets in the classification. However, the categories of dwellings,
other buildings and structures, machinery and equipment, weapons
systems and cultivated biological resources can be taken to correspond to

tangible assets and the other categories to intangible assets.

Dwellings

10.68 Dwellings are buildings, or designated parts of buildings, that are used
entirely or primarily as residences, including any associated structures, such
as garages, and all permanent fixtures customarily installed in residences.
Houseboats, barges, mobile homes and caravans used as principal residences
of households are also included, as are public monuments identified

primarily as dwellings.

10.69 Examples include products included in CPC 2 class 5311, residential
buildings and part of CPC 2.group 387. The former class includes single and
buildings

retirement homes,

as well as for

hostels,

residential buildings

The latter class

multiple dwelling

communities, orphans etc.
includes prefabricated buildings, including those intended for housing or

for buildings associated with housing such as garages.

10.70 The costs of clearing and preparing the site for construction are part of
the costs of new dwellings (and other buildings and structures) and are

therefore included in the value of the buildings.
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10.71 Incomplete dwellings are included to the extent that the ultimate user
1s deemed to have taken ownership, either because the construction is on
own-account or as evidenced by the existence of a contract of sale or

purchase.

10.72 Dwellings acquired for military personnel are included because they
are used for the production of housing services, in the same way as dwellings

acquired by civilian units.

Other buildings and structures

10.73 Other buildings and structures comprise non-residential buildings,

other structures and land improvements. These are described in turn below.

Buildings other than dwellings

10.74 Buildings other than dwellings include whole buildings or parts of
buildings not designated as dwellings. Fixtures, facilities and equipment
that are integral parts of the structures are included. For new buildings,
costs of site clearance and preparation are included. Public monuments

identified primarily as non-residential buildings are also included.

10.75 Examples included in CPC 2.0 class 5312,
non-residential buildings, such as warehouses and industrial buildings,

hotels,

include products

commercial buildings, buildings for public entertainment,

restaurants, schools, hospitals, prisons etc. Prisons, schools and hospitals are
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regarded as buildings other than dwellings despite the fact that they may

shelter institutional households.

Other structures

10.76 Other structures include structures other than buildings, including the
cost of the streets, sewer, etc. The costs of site clearance and preparation are
also included. Public monuments for which identification as dwellings or
nonresidential buildings is not possible are included as are shafts, tunnels
and other structures associated with mining mineral and energy resources,
and the construction of sea walls, dykes, flood barriers etc. intended to
improve the quality and quantity of land adjacent to them. The
infrastructure necessary for aquaculture such as fish farms and shellfish

beds 1s also included.

10.77 Examples include products included in CPC 2.0 group 532, civil
engineering works, such as highways, streets, roads, railways and airfield
runways; bridges, elevated highways, tunnels and subways; waterways,
harbours, dams and other waterworks; long-distance pipelines,
communication and power lines; local pipelines and cables, ancillary works;
constructions for mining and manufacture; and constructions for sport and

recreation.

Table 10.2:The capital account - the classification of fixed assets
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Changes in assets
. EIEDIE)
& @ -
£EE 45 §3 < 2 Fom . ey i -
EE i 3 E £ _%s% ég _ ) wh o ERR o O w v— A
E2EEEE: £ EE it B3l k07w 2RA o e o
Transactions and balancing items Zz 8 58 O & T Z E3 2t 58 =
Gross capital formation 308 8 38 55 5 414 414 REATERL 308 8 38 55 5 414 414
Net capital formation 151 -4 11 32 2 192 192 REATERL 151 4 1 32 2 192 192
Gross fixed capital formation 280 8 35 48 5 376 376 FRIEEFEAA 280 8 35 48 5 376 376
Acquisitions less disposals of fixed assets 263 8 35 48 5 359 359 B A D e A F % L5y 263 8 35 48 5 359 359
Acquisitions of new fixed assets 262 8 38 45 5 358 358 B2 87 D 262 8 38 45 5 358 358
Acquisitions of existing fixed assets 5 0 0 3 1 9 9 BLAr e A PE O B 5 0 0 3 ! 9 9
Disposals of existing fixed assets -4 -3 0 -1 -8 -8 %ﬁﬁﬁgfég)%? 4 3 0 1 8 8
Costs of ownership transfer on non-produced assets 17 17 17 #H:&QE (R0 2 TR }7 17 17
Consumption of fixed capital 57 12 27 23 -3 222 -222 EERkpE Tz 2T B 222
Gross fixed capital formation by type of asset fz:ff TR E BT
Dwellings
Other fil[ldl‘llgi and structures %ﬂ)/ﬂﬂ)@%ﬁ;(}%ﬁ%
Buildings other than dwellings EELORE
Other structures izggﬁg%
Land improvements Ny
Machinery and equipment R
Transport equipment e 47 V[ 4 B
CE 2
ICT equipment EDMDEE RS
Other machinery and equipment T3 2 YA
Weapons systems B WS
Cultivated biological resources BBYRL L ENE LB T BT
Animal resources yielding repeat products BBYRL L EYELEAL T Y EKEE
Tree, crop and plant resources yielding repeat products S ELEICFP B EIER B
Costs of ownership transter on non-produced assets HBGBELEY
Intellectual property products Ve ok
Rescarch and development TR ST
Mineral exploration and evaluation TN — B TG T FEF—HIA—R
Computer software and databases T2 —Z ST T
Computer software F—HIAN—Z
Databases PE - X Z AR DIFA
Entertainment, literary or artistic originals FDMDEIIEELEY
Other intellectual property products L SN 26 0 0 2 0 28 28
Changes in inventories 26 0 0 2 0 28 28 HE OB~ A T Ay 2 0 3 5 0 10 10
Acquisitions less disposals of valuables 2 0 3 5 0 10 10 I PE G PE DTS~ A F A%y -7 0 2 4 1 0 0
Acquisitions less disposals of non-produced assets -7 0 2 1 0 0 VARG, L
Capital transfers, receivable BABEL, T
Capital transfers, payable
BEEEH (+) “FUEA () 56 -1 -103 174 -4 10 -10 0
Net lending (+)/ net borrowing () -56 -1 -103 174 -4 10 -10 0
10.78 The construction of new public monuments constitutes gross fixed | 10.78 #7 L WAL EM OB L, REEBEAK Z MK L, FEkiz, BEFO
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capital formation and similarly, major improvements to existing public
monuments are also included in gross fixed capital formation. Public
monuments are Iidentifiable because of particular historical, national,
regional, local, religious or symbolic significance. They are accessible to the
general public, and visitors are often charged for admission to the
monuments or their vicinity. Their owners, who may be government units,
non-profit institutions (NPIs), corporations or households, typically use
public monuments to produce cultural or entertainment-type services. In
principle, the gross fixed capital formation in public monuments should be
included in dwellings, non-residential buildings, and other structures as
appropriate; in practice, it may be desirable to classify them with other
structures. Consumption of fixed capital on new monuments, or on

major improvements to existing monuments, should be calculated on the

assumption of appropriately long service lives.

Land improvements

10.79 Land improvements are the result of actions that lead to major
Improvements in the quantity, quality or productivity of land, or prevent its
deterioration. Activities such as land clearance, land contouring, creation of
wells and watering holes that are integral to the land in question are to be
treated as resulting in land improvements. Activities such as the creation of
seawalls, dykes, dams and major irrigation systems which are in the vicinity
of the land but not integral to it, which often affect land belonging to several
owners and which are often carried out by government, result in assets that

are to be classified as structures.
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10.80 Land improvements represent a category of fixed assets distinct from
the non-produced land asset as it existed before improvement. Land before
improvements are effected remains a non-produced asset and as such is
subject to holding gains and losses separately from price changes affecting
the improvements. In cases where it is not possible to separate the value of
the land before im provement and the value of those improvements, the land
should be allocated to the category that represents the greater part of the

value.

10.81 The costs of ownership transfer on all land are to be included with land

improvements.

Machinery and equipment

10.82 Machinery and equipment cover transport equipment, machinery for
information, communication and telecommunications (ICT) equipment, and
other machinery and equipment. As explained above, machinery and
equipment under a financial lease are treated as acquired by the user
(lessee) rather than as acquired by the lessor. Tools that are relatively
inexpensive and purchased at a relatively steady rate, such as hand tools,
may be excluded. Also excluded are machinery and equipment integral to
buildings that are included in dwellings and nonresidential buildings.
Machinery and equipment other than weapons systems acquired for military
purposes are included; weapons systems form another category.

kitchen

10.83 Machinery and equipment such as vehicles, furniture,

equipment, computers, communications equipment, etc. that are acquired by
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households for purposes of final consumption are not fixed assets and their
acquisition is not treated as gross fixed capital formation. However,
houseboats, barges, mobile homes and caravans that are used as the
principal residences of households are treated as dwellings, so that their

acquisition by households is included in gross fixed capital formation.

Transport equipment

10.84 Transport equipment consists of equipment for moving people and
objects. Examples include products other than parts included in CPC 2.0
division 49, transport equipment, such as motor vehicles, trailers and
semi-trailers; ships; railway and tramway locomotives and rolling stock;

aircraft and spacecraft; and motorcycles, bicycles, etc.

ICT equipment

10.85 Information, computer and telecommunications (ICT) equipment
consists of devices using electronic controls and also the electronic
components forming part of these devices. Examples are products within
CPC 2.0 categories 452 and 472. In practice, this narrows the coverage of ICT
computer hardware and telecommunications

equipment mostly to

equipment.

Other machinery and equipment

10.86 Other machinery and equipm ent consists of machinery and equipm ent

not elsewhere classified. Examples include products other than parts and
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items identified in other categories of fixed capital formation included in
CPC 2.0 divisions 43, general purpose machinery; 44, special purpose
machinery; 45, office, accounting and computing equipment; 46, electrical
47,

equipment and apparatus; and 48, medical appliances, precision and optical

machinery and apparatus; radio, television and communication
instruments, watches and clocks. Other examples are products other than
parts included in CPC 2.0 groups 337, fuel elements (cartridges) for nuclear
reactors; 381, furniture; 383, musical instruments; 384, sports goods; and

423, steam generators except central heating boilers.

Weapons systems

10.87 Weapons systems include vehicles and other equipment such as
warships, submarines, military aircraft, tanks, missile carriers and
launchers, etc. Most single-use weapons they deliver, such as ammunition,
missiles, rockets, bombs, etc., are treated as military inventories. However,
some single-use items, such as certain types of ballistic missile 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.

Cultivated biological resources

10.88 Cultivated biological resources cover animal resources yielding repeat
products and tree, crop and plant resources yielding repeat products whose
natural growth and regeneration are under the direct control, responsibility

and management of institutional units.
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10.89 In general, when the production of fixed assets takes a long time to
complete, those assets whose production is not yet completed at the end of
the accounting period are recorded as work-in-progress. However, when the
assets are produced on own account they are treated as being acquired by
their users at the same time as they are produced and not as
work-in-progress. These general principles also apply to the production of
cultivated assets such as animals or trees that may take a long time to reach
maturity. Two cases need to be distinguished from each other: the production
of cultivated products by specialized producers, such as breeders or tree
nurseries, and the own-account production of cultivated assets by their
users.

10.90 In the case of the specialist producers, animals or trees whose
production is not yet complete and are not ready for sale or delivery are
recorded as work-in-progress. Examples are one-year-old horses bred for sale
as two-year-old race horses, or young fruit trees that need further growth
before being marketable. Such work-in-progress is recorded and valued in

exactly the same way as that originating in any other kind of production.

10.91 However, when animals or trees intended to be used as fixed assets are
produced on own account by farmers or others, incomplete assets in the
form of immature animals, trees, etc. that are not ready to be used in
production are treated not as work-in-progress but as gross fixed capital

formation by the producing unit in its capacity as eventual user.

Animal resources yielding repeat products
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10.92 Animal resources yielding repeat products cover animals whose
natural growth and regeneration are under the direct control, responsibility
and managem ent of institutional units. They include breeding stocks, dairy
cattle, draft animals, sheep or other animals used for wool production and
animals used for transportation, racing or entertainment. Animals raised for
slaughter, including poultry, are not fixed assets but inventories. Immature

cultivated assets are excluded unless produced for own use.

10.93 This heading includes aquatic resources yielding repeat products,
consisting of aquatic resources maintained for controlled reproduction. In all
but exceptional cases, though, these will be small and may be ignored unless

of significant importance.

10.94 Gross fixed capital formation in livestock that are cultivated for the
products they yield year after year (dairy cattle, draught animals, etc.) is
measured by the value of acquisitions less disposals, taking account of the
treatment just described of immature livestock reared on own account. It is
therefore equal to the total value of all mature animals and immature
animals produced on own account acquired by users of the livestock less the
value of their disposals. Disposals consist of animals sold or otherwise
disposed of, including those sold for slaughter, plus those animals
slaughtered by their owners. Exceptional losses of animals due to major
outbreaks of disease, contamination, drought, famine, or other natural
disasters are recorded in the other changes in the volume of assets account
and not as disposals. Incidental losses of animals due to occasional deaths

from natural causes form part of consumption of fixed capital. Consumption
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of fixed capital of an individual animal is measured by the decline in its

value as it gets older.

Tree, crop and plant resources yielding repeat products

10.95 Tree, crop and plant resources yielding repeat products cover plants
whose natural growth and regeneration are under the direct control,
respongsibility and management of institutional units. They include trees
(including vines and shrubs) cultivated for fruits and nuts, for sap and resin
and for bark and leaf products. Trees grown for timber that yield a finished
product once only when they are ultimately felled are not fixed assets, just as
cereals or vegetables that produce only a single crop when they are harvested

cannot be fixed assets.

10.96 Gross fixed capital formation in plantations, orchards, etc., consists of
the value of the acquisitions less disposals of mature trees, shrubs, etc.,
including acquisitions of immature trees, shrubs, etc., produced on own
account. As explained above, the value of the latter may be approximated, if
necessary, by the value of costs incurred in their production during the
period: for example, the costs of preparing the ground, planting, staking,
protection from weather or disease, pruning, training, etc., until the tree
reaches maturity and starts to yield a product. Disposals consist of trees,
shrubs, etc., sold or otherwise transferred to other units plus those cut down
before the end of their service lives. All agricultural output is at the mercy of
the weather. Expected output must take account of normal variations in
climatic conditions and exceptional losses should be confined to those outside

recent past experience. Disposals do not include exceptional losses of trees
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due to drought or other natural disasters such as gales or hurricanes, these

being recorded in the other changes in the volume of assets account.

Costs of ownership transfer on non-produced assets

10.97 The costs of ownership transfer on non-produced assets represent
produced assets but their value cannot be integrated with the value of
another produced asset. They must therefore be shown as a separate
category of gross fixed capital formation. An exception is made in the case of
land where costs of ownership transfer are treated by convention as land
improvements. Costs of ownership transfer are defined in paragraphs 10.48

to 10.52.

Intellectual property products

10.98 Examples of intellectual property products are the results of research
and development, mineral exploration and evaluation, computer software
and databases, and entertainment, literary or artistic originals. They are
characterized by the fact that most of their value is attributable to
intellectual endeavour. They can be described in general terms in the
following way. Intellectual property products are the result of research,
development, investigation or innovation leading to knowledge that the
developers can market or use to their own benefit in production because use
of the knowledge is restricted by means of legal or other protection. The
knowledge may be embodied in a free-standing product or may be embodied
in another. When the latter is the case, the product embodying the

knowledge has an increased price relative to a similar product without this
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embodied knowledge. The knowledge remains an asset as long as its use can
create some form of monopoly profits for its owner. When it is no longer
protected or becomes outdated by later developments, it ceases to be an

asset.

10.99 Some intellectual property products are used solely by the unit
responsible for their development or by a single unit to whom the product is
transferred. Mineral exploration and evaluation is an example. Other
products, such as computer software and artistic originals, are used in two
forms. The first is the original or “master copy”. This is frequently controlled
by a single unit but exceptions exist as explained below. The original is used
to make copies that are in turn supplied to other units. The copies may be

sold outright or made available under a licence.

10.100 A copy sold outright may be treated as a fixed asset if it satisfies the
necessary conditions, that is, it will be used in production for a period in
excess of one year. A copy made available under a licence to use may also be
treated as a fixed asset if it meets the necessary conditions, that is, it is
expected to be used in production for more than one year and the licensee
assumes all the risks and rewards of ownership. A good, but not necessary,
indication is if the licence to use is purchased with a single payment for use
over a multiyear period. If the acquisition of a copy with a licence to use is
purchased with regular payments over a multiyear contract and the licensee
1s 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 are treated as
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payments for a service. If there is a large initial payment followed by a series
of smaller payments in succeeding years, the initial payment is recorded as
gross fixed capital formation and the succeeding payments are treated as
payments for a service. If the licence allows the licensee to reproduce the
original and subsequently assum e 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.

10.101 When copies are distributed by the owner free of charge, then no flows
between the owner and recipients are recorded in the SNA. If, despite
making copies freely available, the owner still expects to obtain benefits,
then the present value of those benefits should be recorded in its balance
sheet. It may be that when the information was distributed freely it was
incomplete and the owner intends to make more detailed information
available at a price later. Software distributed freely at the beta test stage is
one example. Alternatively, the owner justifies the expenditure on the basis
of the benefits to its own production and may make copies available for

marketing purposes, generating goodwill or in cases it considers deserving.

10.102 It is often the case for some intellectual property products that some
of the benefits accrue to units other than the owner to the extent they
stimulate the production of other intellectual property products by other
units. Examples of such spillovers include a breakthrough in the
development of a new class of drug leading other enterprises to develop
competing drugs of the same type, and the success or failure of mineral

exploration in a particular zone informing other units with exploration rights
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in a neighbouring zone. These are treated in the same way as other
externalities in the SNA. Unless there is a quantifiable monetary impact for
one or both parties, nothing is recorded in the SNA. A Handbook on Deriving
Capital Measures of Intellectual Property Products (Organisation for

Economic Cooperation and Development, forthcoming) is under preparation.

Research and development

10.103 Intellectual property products include the results of research and
development (R&D). Research and [experimental] development consists of
the value of expenditures on creative work undertaken on a systematic basis
In order to increase the stock of knowledge, including knowledge of man,
culture and society, and use of this stock of knowledge to devise new
applications. This does not extend to including human capital as assets
within the SNA. The value of research and development (R&D) should be
determined in terms of the economic benefits it is expected to provide in the
future. This includes the provision of public services in the case of R&D
acquired by government. In principle, R&D that does not provide an
economic benefit to its owner does not constitute a fixed asset and should be
treated as intermediate consumption. Unless the market value of the R&D is
observed directly, it may, by convention, be valued at the sum of costs,

including the cost of unsuccessful R&D, as described in chapter 6.

10.104 R&D should be recognized as part of capital formation. In order to
achieve this, 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,

[RRIR BE AL PER) OB AR D F IS
D BMERFTH D,

SNATIIfT & ieg Sz, 7ok, HIE,
B2 0 KT w7 (RREESI B,

W 52 B 7

10.103 AU PEZEFEMIE, WFZERA%E (R&D) Ok A &Te, BFFEB X O[ER
B 72 1BR %X, A8 - Uk - RICET 2 MR E S LMBMA by J 2 EMEES
TeDITERMICE R INSAEREE, BLOF L RIEHEEERT 572DITY
BHBA MY 7 EFATAZLICHTIIHEN RS, 2721, Aﬁﬁfézls%

SNAEDEEICE DD L ZAE TR L2V, F7EH% (R&D) Offiffil

Z DRI T D 2 & S IR S AL D IRE I E AR OBLE wma“é«%m%

Do ZOMMEIZIZ, BUFIZ K » THAS S 12 R&DDSGE ., Adt— B X DAL
BEND, FHIE LT, Fir# ICRENER 24208 L7 W R&DIX, BEIEEEICIE
BT HEEE & LTS . REDOTHMENEEBRICE 2 s 6=
TR 7= & 91T, IBITIC L » T, KM L7=R&DD & 1 2 &0 =% A5t TRl L

Tk,

10.104 R&DIZ. BAFEKO —f L L CGR#ET & Thd, L., EBicE
DT D TDITIE, WL OO REDHRICIY M ERITNIT B R, £H LT
AREO IR, MBI R OME OB ORE, & HIT, MR FEE DR
BREEND, GREMI : 29 LcBEICET %) BRafast s Eb i, £

- 686 -




will provide a useful way of working towards solutions that give the

appropriate level of confidence in the resulting measures.

10.105 With the inclusion of R&D expenditure as capital formation, patented
entities no longer feature as assets in the SNA. The patent agreement is to
be seen instead as the legal agreement concerning the terms on which access
to the R&D is granted. The patent agreement is a form of licence to use
which is treated as giving rise to payments for services or the acquisition of

an asset.

Mineral exploration and evaluation

10.106 Mineral exploration and evaluation consists of the value of
expenditures on exploration for petroleum and natural gas and for
non-petroleum deposits and subsequent evaluation of the discoveries made.
These expenditures include prelicence costs, licence and acquisition costs,
appraisal costs and the costs of actual test drilling and boring, as well as the
costs of aerial and other surveys, transportation costs, etc., incurred to make
it possible to carry out the tests. Re-evaluations may take place after
commercial exploitation of the reserve has started and the cost of these

re-evaluations is also included in gross fixed capital formation.

10.107 Mineral exploration is undertaken in order to discover new deposits of
minerals or fuels that may be exploited commercially. Such exploration may
be undertaken on own account by enterprises engaged in mining or the

extraction of fuels. Alternatively, specialized enterprises may carry out
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exploration either for their own purposes or for fees. The information
obtained from exploration influences the production activities of those who
obtain it over a number of years. The expenditures incurred on exploration
within a given accounting period, whether undertaken on own account or
not, are therefore treated as expenditures on the acquisition of an

intellectual property product and included in the enterprise’s gross fixed

capital formation.

10.108 The expenditures included in gross fixed capital formation include not
only the costs of actual test drillings and borings, but also the costs incurred
to make it possible to carry out tests, for example, the costs of aerial or other
surveys, transportation costs, etc. The value of the resulting asset is not
measured by the value of new deposits discovered by the exploration but by
the value of the resources allocated to exploration during the accounting
period. When the activities are carried out by contractors, the prices charged
by these contractors, including their operating surplus, become part of the
value of the expenditures incurred. Consumption of fixed capital may be
calculated for such assets by using average service lives similar to those used

by mining or oil corporations in their own accounts.
Computer software and databases
10.109 Computer software and databases are grouped together because a

computerized database cannot be developed independently of a database

management system (DBMS), which is itself computer software.
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Computer software

10.110 Computer software consists of computer programs, program
descriptions and supporting materials for both systems and applications
software. Gross fixed capital formation in com puter software includes both
the initial development and subsequent extensions of software as well as

acquisition of copies that are classified as assets.

10.111 The development of computer software represents the development of
an intellectual property product. It is treated as an asset if it is to be used in
production by its owner for more than one year. The software may be
intended only for own use or may be intended for sale by means of copies. If
copies of the software are sold on the market, their treatment follows the
principles described in paragraph 10.100. Software purchased on the market
1s valued at purchasers’ prices, while software developed in-house is valued
at its estimated basic price, or at its costs of production if it is not possible to

estimate the basic price.

Databases

10.112 Databases consist of files of data organized in such a way as to permit
resource-effective access and use of the data. Databases may be developed
exclusively for own use or for sale as an entity or for sale by means of a
licence to access the information contained. The standard conditions apply
for when an own-use database, a purchased database or the licence to access

a database constitutes an asset.
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10.113 The creation of a database will generally have to be estimated by a
sum-of-costs approach. The cost of the data base management system
(DBMS) used should not be included in the costs but be treated as a
computer software asset unless it is used under an operating lease. The cost
of preparing data in the appropriate format is included in the cost of the
database but not the cost of acquiring or producing the data. Other costs will
include staff time estimated on the basis of the amount of time spent in
developing the database, an estimate of the capital services of the assets
used in developing the database and costs of items used as intermediate

consumption.

10.114 Databases for sale should be valued at their market price, which
includes the value of the information content. If the value of a software
component is available separately, it should be recorded as the sale of

software.

Entertainment, literary and artistic originals

10.115 Entertainment, literary and artistic originals consist of the original
films, sound recordings, manuscripts, tapes, models, etc., on which drama
performances, radio and television programming, musical performances,
sporting events, literary and artistic output, etc., are recorded or embodied,
Such works are frequently developed on own account. Subsequently they
may be sold outright or by means of licences. The standard conditions on
when the originals and copies are recognized as fixed assets apply. If an

original is acquired as a valuable, its production does not count as own
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account production of a fixed asset but it may have been classified as

work-in-progress.

10.116 An original purchased on the market is valued at the purchaser’s
price. One developed in-house is valued at its estimated basic price or at its

costs of production if it is not possible to estimate the basic price.

Other intellectual property products

10.117 Other intellectual property products include any such products that

constitute fixed assets but are not captured in one of the specific items above.

2. Changes in inventories

10.118 Changes in inventories are measured by the value of the entries into
inventories less the value of withdrawals and less the value of any recurrent
losses of goods held in inventories during the accounting period. Some of
these acquisitions and disposals are attributable to actual purchases or

sales, but others reflect transactions that are internal to the enterprise.

10.119 It is useful to distinguish between two functions performed by an
enterprise: its function as a producer of goods and services and its function as
an owner of assets. When a good is entered into inventories it is acquired as
an asset by the enterprise in its capacity as owner either by purchase (or
barter) or by an internal transaction with itself as the producer. Conversely,
a good leaving inventories represents the disposal of an asset by the owner

either by sale or other use, by an internal transfer to the producer or
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possibly as a result of recurrent losses (recurrent wastage, accidental

damage or pilfering).

Storage and stocks of inventories

10.120 Most goods going into inventories sim ply remain there until they are
withdrawn in the same state as when they entered. Not infrequently, the
price of the goods will have increased while they are in inventories, but these
increases are not due to production but are simply holding gains. There are
some goods, though, where the passage of time in store changes the character
of the goods. In such cases, the increase in value due to storage is to be
treated as production and not as holding gains, though holding gains (or

losses) may occur as well.

10.121 The indication that storage is being undertaken as a production
activity is that the price of the good stored, relative to the general level of
prices, is expected to increase by a certain amount over a predetermined
time. For example, winter wheat may be expected, on the basis of past
experience, to fetch a given multiple of its price at harvest. Similarly, wine
that is several years old is more valuable than the current year’s vintage by a

predictable factor.
10.122 The activity of storage may be undertaken by any institutional unit,
not just the original producer of the product or may be undertaken by several

units in succession if the ownership of the goods changes during storage.

10.123 The goods in storage are classified as work-in-progress and not
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finished goods. The increase in value during the accounting period up to the
expected level at that time is treated as production of storage; any difference
from this level is treated as a holding gain or loss. The method of valuing
storage is described in the annex to chapter 6. The expected level of price
increase for items being stored for more than one year, though, needs to be
calculated in accordance with the principles of valuing work-in-progress

described below.

Valuation

10.124 The enterprise in its capacity as a producer may obtain goods or
services for intermediate consumption either by purchasing them on the
market for immediate use or by internal transfers out of inventories. In order
to ensure that all the goods and services used for intermediate consumption
are consistently valued at current prices, the goods transferred out of
inventories are valued at purchasers’ prices current at the time of the

withdrawal from inventories.

10.125 Similarly, the output produced by the producer may either be sold or
otherwise disposed of or be transferred to inventories as finished products or
work-in-progress. In order to ensure that output is consistently valued,
finished goods transferred into inventories are valued as if they were sold at
that time, while additions to work-in-progress are given the value they have

at the time they are added to inventories.

Table 10.3:The capital account - changes in inventories and valuables
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Changes in assets

E o @ -
g § s § - é !: o -
EZEEEEG E EE sf
, o 52 28852 & £5 33 8%
Transactions and balancing items Z S =8 T & T Z. 8 e O & &
Gross capital formation 308 8 38 55 5 414 414
Net capital formation 151 -4 11 32 2 192 192
Gross fixed capital formation 280 8 35 48 5 376 376
Consumption of fixed capital -157  -12 27 -23 -3 -222 -222
Gross fixed capital formation by type of asset
Changes in inventories 26 0 0 2 0 28 28
Materials and supplies
Work-in-progress
Work-in-progress on cultivated biological assets
Orher work-in-progress
Finished goods
]\/[1112211";* inventories
Goods for resale
Acquisitions less disposals of valuables 2 0 3 5 0 10 10
Acquisitions less disposals of non-produced assets -7 0 2 4 1 0 0
Capital transfers, receivable
Capital transfers, payable
Net lending (+)/net borrowing (<) -56 -1 103 174 -4 10  -10 0

Valuation of work-in-progress

10.126 Much work-in-progress is of short duration and occurs only because
production is a continuous process and some goods will be incomplete at the
end of one accounting period but will be completed long before the end of the
next. For output with a production period of a year or less, and assuming
that prices and costs remain stable during the period of production, the value
of the additions to work-in-progress for non-agricultural products within a
given accounting period can be approximated by calculating the proportion of
the total production costs incurred in that period and applying that ratio to

the basic price realized by the finished product. Thus, the value of the output
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of the finished product is distributed over the accounting periods in which it
was produced in proportion to the costs incurred in each period. If the
average levels of prices and costs change from period to period, the output
should be allocated initially using the prices and costs at the time the
production is finished, and then the values of the work-in-progress thus
calculated for earlier periods should be recalculated in proportion to the

change in average cost levels from period to period.

10.127 For agricultural products, this method of allocating output over
multiple periods may not be satisfactory. A disproportionate share of the
costs may be incurred in sowing a crop with little if any costs being incurred
until harvest. Prorating the output to the physical growth of the crop may be
considered a possibility but in cases where there is serious risk of climatic
damage just before the crop is harvested, this may give over-optimistic
indications of probable output. Pragmatic distributions over quarters based
on past experience may have to be used, or where multicropping is the norm,
to allow the whole output of each crop to be counted in the period when it is

harvested.

10.128 There are important activities, such as construction of buildings,
structures and complex machinery, where the production process may take
several years. In these cases, the valuation of the partially complete product
requires careful consideration especially since such large projects are by

their nature very costly.

10.129 Even if one fifth of the work involved is put in place annually over a

period of five years, it does not follow that one fifth of the value (assuming
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zero inflation for simplicity) should be recorded in each year. The work put in
place in the first year cannot be used for four more years and so the value of
it must be discounted to allow for this delay. In the second year, the value of
the work put in place in the first year will increase by one discount factor and
this should be added to the value of the work put in place in the second year

and so on. This case is discussed in more detail in chapter 20.

Transactions in inventories

10.130 The transactions in the capital account relating to inventories show
the change in the level of inventories of each type. The changes comprise the
additions less withdrawals and less regular losses from inventories. Table
10.3 shows the expansion of table 10.1 to incorporate changes in inventories.

Each of the categories is described and defined below.

Materials and supplies

10.131 Materials and supplies consist of all products that an enterprise holds
In inventory with the intention of using them as intermediate inputs into
production. Not all necessarily get used in this way, however, as some may
be lost as a result of physical deterioration, or recurrent accidental damage
or pilfering. Such losses of materials and supplies are recorded and valued in
the same way as materials and supplies actually withdrawn to be used up in

production.

10.132 Enterprises may hold a variety of quite different kinds of goods under

the heading of materials and supplies, the most common types being fuels,
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industrial raw materials, agricultural materials, semi-processed goods,
components for assembly, packaging materials, foodstuffs, office supplies,
etc. Every enterprise, including non-market producers owned by government
units, may be expected to hold some inventories of materials and supplies, if

only inventories of office supplies.

10.133 Materials and supplies do not include works of art or stocks of
precious metals or stones acquired by enterprises as valuables. However,
there are some producers that do use gold, diamonds, etc. as intermediate
inputs into the production of other goods or services, for example,
manufacturers of jewellery or dentists. Stocks of gold, diamonds, etc.,

intended for use in production are recorded under materials and supplies.

Work-in-progress

10.134 Work-in-progress consists of output produced by an enterprise that is
not yet sufficiently processed to be in a state in which it is normally supplied
to other institutional units. Work-in-progress occurs in all industries, but is
especially important in those in which some time is needed to produce a unit
of finished output, for example, in agriculture, or in industries producing
complex fixed assets such as ships, dwellings, software or films.
Work-in-progress can therefore take a wide variety of different forms ranging
from growing crops to partially completed film productions or computer
programs. Although work-in-progress is output that has not reached the
state in which it is normally supplied to others, its ownership is nevertheless
transferable, if necessary. For example, it may be sold under exceptional

circumstances such as the liquidation of the enterprise.
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10.135 Work-in-progress must be recorded for any output that is not
complete at the end of the accounting period. This is a particular problem for
output taking a long time to complete, such as construction. The shorter the
accounting period, the more important work-in-progress is likely to be
relatively to finished output. In particular, it is likely to be more significant
for quarterly accounts than annual accounts, if only because the production
of many agricultural crops is completed within a year but not necessarily
within a quarter. The only exceptions to recording incomplete work as
work-in-progress are for partially completed projects for which the ultimate
owner 1s deemed to have taken ownership, either because the production is

for own use or as evidenced by the existence of a contract of sale or purchase.

10.136 Reductions in work-in-progress take place when the production
process is completed. At that point, all work-in-progress is reclassified as a
finished product. This reclassification appears in the other changes in the

volume of assets account.

10.137 If prices and costs have risen, work-in-progress carried forward from
previous periods must be revalued using the prices and costs of the period in

which the production is finished.

10.138 Current losses from work-in-progress resulting from physical
deterioration or recurrent accidental damage or pilfering should be deducted
from the additions to work-in-progress accruing as a result of the production

carried out in the same period.
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10.139 Work-in-progress 1is subdivided between work-in-progress on

cultivated assets and other work-in-progress, as defined below.

Work-in-progress on cultivated biological resources

10.140 Work-in-progress on cultivated biological resources consists of output
that is not yet sufficiently mature to be in a state in which it is normally
supplied to other institutional units. In the present context it is necessary to
distinguish single-use plants, trees and livestock that produce an output
once only (when the plants or trees are cut down or uprooted or the livestock
slaughtered) from trees (including vines and shrubs) and livestock that are
used repeatedly or continuously for more than one year to produce outputs
such as fruit, nuts, rubber, milk, wool, power, transportation and
entertainment. Work-in-progress should be recorded for single use resources.
For repeat yield resources, being cultivated on own account, or under an
agreed contract with another unit, the growth is counted as fixed capital
formation and so excluded from inventories. Any remaining cultivation of
resources with repeat yields should be included in work-in-progress. This
may be the case for nurseries and breeders of race horses or other special

animals, for example.
Other work-in-progress
10.141 Other work-in-progress consists of output (other than on cultivated

biological resources) that is not yet sufficiently processed to be in a state in

which it is normally supplied to other institutional units.
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Finished goods

10.142 Finished goods consist of goods produced as outputs that their
producer does not intend to process further before supplying them to other
Institutional units. A good is finished when its producer has completed his
intended production process, even though it may subsequently be used as an
intermediate input into other processes of production. Thus, inventories of
coal produced by a mining enterprise are classified as finished products,
although inventories of coal held by a power station are classified under
materials and supplies. Inventories of batteries produced by a manufacturer
of batteries are finished goods, although inventories of the same batteries
held by manufacturers of vehicles and aircraft are classified under materials

and supplies.

10.143 Inventories of finished goods may be held only by the enterprises that
produce them. Finished goods entering inventories are valued at the basic
prices of those goods at the times the entries take place; finished goods
withdrawn from inventories are valued at the basic prices at the time when
their withdrawals take place. Current losses of finished goods resulting from
physical deterioration or recurrent accidental damage or pilfering should be

valued at the prices at the time when the losses occur.
Military inventories
10.144 Military inventories consist of single-use items, such as ammunition,

maissiles, rockets, bombs, etc., delivered by weapons or weapons systems. As

noted above in the discussion of weapons systems as fixed capital, most

B
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single-use items are treated as inventories but some types of missiles with
highly destructive capability may be treated as fixed capital because of their

ability to provide an ongoing deterrence service against aggressors.

Goods for resale

10.145 Goods for resale are goods acquired by enterprises, such as
wholesalers or retailers, for the purpose of reselling them to their customers.
Goods for resale are not processed further by the enterprises that purchase
them, except for presenting them for resale in ways that are attractive to
their customers. Thus, goods for resale may be transported, stored, graded,
sorted, washed, packaged, etc. by their owners but are not otherwise

transformed.

10.146 Goods for resale entering the inventories of the enterprises are valued
at their actual or estimated purchasers’ prices. These prices include any
additional transportation charges paid to enterprises other than the
suppliers of the goods, but not the costs of any transport services produced on
own account by the enterprise taking delivery. In principle, goods acquired
by barter are valued at their estimated purchasers’ prices at the time of
acquisition. However, because there are no taxes or margins on bartered

goods, the purchaser’s price is the same as the basic price.

10.147 Goods for resale withdrawn from inventories are valued at the
purchasers’ prices at which they can be replaced at the time they are
withdrawn as distinct from the purchasers’ prices that may have been paid

for them when they were acquired. Reductions in inventories are valued in
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this way whether the goods withdrawn are sold at a profit or at a loss, or
even not sold at all as a result of physical deterioration or recurrent

accidental damage or pilfering.

10.148 By convention, goods acquired by government for distribution as
social transfers in kind but that have not yet been so delivered are also

included in goods for resale.

3. Acquisitions less disposals of valuables

The asset boundary

10.149 Valuables include precious metals and stones, antiques and other art
objects and other valuables. However, not all items that may be described by
one of these titles should necessarily be included as a valuable in the balance
sheet of the owner. The intent of the heading is to capture those items that
are often regarded as alternative forms of investment. At various times,
investors may choose to buy gold rather than a financial asset and pension
funds have been known to buy “old master” paintings when the prices of
financial assets were behaving in a volatile manner. Individuals (households
in SNA terminology) may also choose to acquire some of these items knowing

that they may be sold if there is a need to raise funds.

Valuation

10.150 Costs of ownership transfer, such as valuers’ and auctioneers’

margins, are often incurred when valuables are exchanged. As with other
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non-financial assets, these costs are treated as gross capital formation and

included in the value of the items when recorded in the balance sheet.

Transactions in valuables

10.151 A possible categorization of valuables is: precious metals and stones;
antiques and other art objects; and other valuables. This list should be
regarded as indicative and supplementary rather than a standard
breakdown. The context of each category is described to assist in identifying

and valuing valuables.

Precious metals and stones

10.152 Precious metals and stones are treated as valuables when they are
not held by enterprises for sale or use as inputs into processes of production
nor are held as monetary gold and are not held as a financial asset in the
form of unallocated metal accounts.

Antiques and other art objects

10.153 Paintings, sculptures, etc., recognized as works of art and antiques

are treated as valuables when they are not held by enterprises for sale. In
principle, museum exhibits are included under valuables.

Other valuables

10.154 Other valuables not elsewhere classified include such items as
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collections of stamps, coins, china, books etc. that have a recognized market
value and fine jewellery, fashioned out of precious stones, and metals of

significant and realizable value.

EDOREMT, KSBOONLTHMHEZ L OLORETEN, EHIT, Fazi
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C. Consumption of fixed capital

10.155 The concept of consumption of fixed capital is first described and
defined in chapter 6 in connection with the difference between gross and net
value added and then carries through all subsequent balancing items that
may also be shown gross or net of consumption of fixed capital. The capital
account is where the counterpart entry to the entry in the production account
appears though unusually it appears on the same side as in the production
account but with a negative sign rather than on the opposite side of the

account.

10.156 Consumption of fixed capital constitutes a negative change in the
value of the fixed assets used in production. Consumption of fixed capital
must be measured with reference to a given set of prices, that is, the average
prices of the type of asset of constant quality over the period. It may then be
defined as the decline, between the beginning and the end of the accounting
period, in the value of the fixed assets owned by an enterprise, as a result of
their physical deterioration and normal rates of obsolescence and accidental
damage. Consumption of fixed capital may be deducted from gross fixed
capital formation to obtain net fixed capital formation to match the balancing

item of net saving carried down from the use of income account.

10.157 Consumption of fixed capital applies to all fixed assets and for every
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year the asset is in use in production. Because costs of ownership transfer
are treated as fixed assets, including terminal costs, they are also subject to
consumption of fixed capital. All buildings and other structures are assumed
to have finite service lives, even when properly maintained, so that
consumption of fixed capital is calculated for all such fixed assets, including
railways, roads, bridges, tunnels, airports, harbours, pipelines, dams, etc.
Service lives are not determined purely by physical durability, and many
pieces of equipment as well as buildings and structures are eventually
scrapped because they have become obsolete. However, the service lives for
some structures such as certain roads, bridges, dams, etc., may be as long as

a century or more.

1. Costs of ownership transfer

10.158 The costs of ownership transfer on the acquisition and disposal of a
fixed asset are treated as gross fixed capital formation and included in the
value of the asset on acquisition and disposal as recorded in the capital
account and in the value of the asset in the balance sheet. However, although
consumption of fixed capital is calculated on the value of the asset excluding
the costs of ownership transfer over the whole of its life, the consumption of
fixed capital in respect of the costs of ownership transfer is calculated

only over the period that the owner expects to hold the asset. In this way
there are no remaining costs of ownership transfer included in the value of
the asset when it i1s sold to a new owner, so the amount the old owner
receives is equal to the amount the new owner pays except for any costs of

ownership transfer incurred by the new owner.
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B9 % BEEAWFEIL, PTAE N UZEELIRE T 5 & T2 BIFICRY &
HEhbd, 29352 LICEV | YEENFRTA F IO SO, BREA
BIZE ENHIEHEBEE HIX/< b L1220, BOFTHEENZTIDEE
(T CHHETAE I L D B S N DA RS M2 RS . A #2053 5 5
WL 2D,
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10.159 In the case of natural resources other than land, the costs of
ownership transfer are shown as transactions in gross fixed capital
formation in the capital account separately from the acquisition and disposal
of natural resources, but the value of the natural resources in the balance
sheet includes the value of the costs of ownership transfer. The costs of
ownership transfer are still written off according to the expected length of
time the owner will hold the asset and treated as consumption of fixed

capital in the relevant production account.

10.160 In the case of land, costs of ownership transfer are treated as a part of
land improvement, which is itself treated as a produced asset. The value of
land improvements other than the costs of ownership transfer is written off
over a suitably long period but the costs of ownership transfer are written off

over the period the owner expects to own the land.

2. Terminal costs

10.161 In principle, the value of consumption of fixed capital cumulated over
the life of an asset, once price changes are taken into account, should be
equal to the difference between the acquisition and disposal values. In the
case of assets with actual costs at the time of disposal, this means that
consumption of fixed capital should cover anticipated terminal costs.
Terminal costs should therefore be written off over the whole life of the asset,
regardless of the number of owners during the life of the asset. Immediately
before the disposal, the value of the asset will have a negative value which is
reduced to zero when the terminal costs incurred are treated as gross fixed

capital formation. The apparent oddity of an asset with negative value

10.159  HHILIS O ARG OEE . PrAEBEE ML, BRER O L OO
8 L QUL SRS, BABEICB W CREIE BEATMOEE & L OREND
2, B IREICET 2 HARGEOMIIE L, FraegEglofiEsZt, Zo
Sab, TAEBREMIL, TAEEBRRET L L PRSI S OETEA
Siv. BT D AEEREIC BN TEREEARRBMES L THbND,

10.160 THLDIGE | FTEHERIRE N IX, 2B IV EEEEL L Cilbihd
MR O—HE L Tfbid, iSRS Z25k< Ttk Bo i, w7
ESOHMTEINEIND D, TEHEBEERIL. TTEEREO T ARAET D L
FHRENHBTERSR D,

2. RREH

10.161 JRH| & LT, EEOM AWM 4@ U TR S 7z B EEARBFEOMiE
(T AR B 2B BT, £ OBUSME & AMlfE & DFAEITFE LY, T,
WGy R CBIRICE A2 B3 2 EEOLE 12T, AEEARBREN TR I D KK
BHE D= LRITHE RN EZEWT 5, LR -oT, REMHIX, &
PE D B DRI N DFTAZ BN TS b S ERED AEKEEIC
Dl THEEAT 5, A ERT CIIEEMEITAICRD THA 92, BAETHHEK
BERANBEEEAERKRE LTHbiLs & X, ZhidtEricisd, EEMMIEN~ A
FARERDZEN—REWICRZ 201, GREMTL : b LEIRLIX) TAHE
MFEHTERNORIR ST | BIOBAIN Y LG OFE L 5| N & 57214
XD RITNER LRV ENIFEEELZRL TWEINLTHD,

- 706 -




reflects the fact that the owner not only could not sell it but would have to

pay another unit to take over responsibility for the asset.

10.162 In practice, it may be difficult to predict terminal costs accurately. In
that case, cumulated consumption of fixed capital may not cover all the
terminal costs. However, the full costs are still treated as gross fixed capital
formation and 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
of fixed This 1s a

recommendation and will lead to NDP being overstated over the time the

incurred as consumption capital. pragmatic
asset is in use and understated in the year when the remaining costs are

incurred.

10.163 There is further discussion on the treatment of costs of ownership

transfer and terminal costs in chapter 20.

10.162  FEHHIZIEL, HREMZIEMICTHT 2 Z LITEHE LS LR, £
DL 72E, REAEERBEEATIE, TXTORKREMRZ I/ N—TX e\ A]
REMER®H D, Ll ZOBREICH . SRBEASERPREEEARERE L THD
h, KRB S B, BREEDT AMIFRMIZ OV TOREE G AWRFE G FHEE TN
—TE TWARWESIE, ZOEANIAE L RICEEEARFE S L CTENT S,

i, EBNEETHD ., ZORYFWIZE D NDPIiX, BESFEH ST
2R IR REHm & 72 0 | FRRBERRAET HFEIIE/ NG & 22 5,
10.163 FTAHESERE B L OWREH O B L CTid, 20 TE HIZ

ﬁ/\‘\éo

D. Acquisitions less disposals of non-produced non-financial assets

10.164 There are three distinct types of non-produced non-financial assets in
the SNA: natural resources, contracts, leases and licences, and goodwill and
marketing assets. These three types of assets have little in common except
that they are all non-produced and non-financial. A separate section

discusses each of the three.

10.165 Table 10.4 shows table 10.1 expanded to show the standard detail of
non-produced non-financial assets. Each of the categories is discussed under

the appropriate section.

D. FEAEEFESMEEORB~A T RLs5

10.164 SNAIZIE, HREFE, R -V —2 - T4 2, BAONAB IO~
w&?4yﬁgﬁkwo\30®iot 7 HFESEOIEAPE IS RE FEN &
%o ZOIFEOEIEL, TRTIHAEBLOIESH THL Z L 2R &, 1T L
Ao EITE IR, FNEIUCHOWT, fJiE T Tk

10.165 #10.41%, #10.1%& 4858 L, FEAPEIEGE @ PE OREIER) 72 FEI S0 M 2 7
LEEbDTHD, RPTDOEAT AV =250 T, BUF, JHK, Lo~ EHiTih
~TW <,
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1. Natural resources

The asset boundary

10.166 Not all environmental resources qualify as economic assets. It is
useful, therefore, to delineate those naturally occurring resources that fall

within the asset boundary of the SNA from those that do not.

10.167 In the first place, it must be noted that the accounts and balance
sheets of the SNA are compiled for institutional units or groups of units and
can only refer to the values of assets that belong to the units in question.
Only those naturally occurring resources over which ownership rights have
been established and are effectively enforced can therefore qualify as
economic assets and be recorded in balance sheets. They do not necessarily
have to be owned by individual units, and may be owned collectively by
groups of units or by governments on behalf of entire communities. Certain
naturally occurring resources, however, may be such that it is not feasible to
establish ownership over them: for example, air, or the oceans. In addition,
there may be others that cannot be treated as economic assets because they
do not actually belong to any particular units. These include not only those
whose existence is unknown but also those, including uncultivated forests,
that may be known to exist but remain so remote or inaccessible that, in

practice, they are not under the effective control of any units.

10.168 Secondly, in order to comply with the general definition of an
economic asset, natural assets must not only be owned but must also be

capable of bringing economic benefits to their owners, given the technology,

10.166 BREEEIROTXTHA RFEREZY 9 5 LITR 520, L7=228-> T, SNA
DB PEEERNICAD HRAEREIRE Z 9 TR0 & DB ZH 5202 LT
BLZEITEHATH S,

10.167 % —IZ. SNADOEIE R L OEERIHaFR L, HIEHRA S 2 VW IZHALO 7V
DWTHER S, SRXEANICIRB T 2 8 OMEEZERY L 9 2103 E 72
wkwo_emgebﬁiniﬁ%@woLt#of\%n:ﬁ#é%ﬁ%ﬁ%
NI, FERIATHE STV D L9 R BRAEREIRIZT R, BRFEEL LTO
AT 2 LN TE , BEIBEICRESIN I 2D TH D, Fhix. HTL
HEBIHEALIZ LV FTA ST b2 Wb i, B0 7 v—7Ic &
ST, HBdWVEaIa=T 4 2RERELTEIFICE > T, EAWIITIAEIND
ZEbdD, LR, LExIE, KRESOWED X H 12, BREREROF
I, ZRCHT DFTEHED FESL AR ATHE T d D %@%3@573% LivZewny, &5
L EEEOBAICBICRE L TWARWEDID, REEEL LTRY S Z LR T
%ﬁw%®%&é 5L bOOHITIE, TDOHFENRIMTHD DT TR
. REMEEGD, FIETDHZ LIEI001>TWAHR, b TiEl Th DI
INRHRETH D720, FEERITIR, EOBLH TN 2 EHI I L TWh RN o
bLd D,

10.168 #F 2, RFEHEDO —RNERICEE T 27-0121F,. BREREZ, HIZ
A INTWATET T <, &, BHmeEk. n’ﬁ%?ﬁé’w VT TANT T TF v —,
I AT RE 70 IR IS K OVEE kIR R OAER RIS B2 31T B MM B OFL A1 % B

- 708 -




scientific knowledge, economic infrastructure, available resources and set of
relative prices prevailing on the dates to which the balance sheet relates or
expected to do so in the near future. Thus, known deposits of minerals that
are not commercially exploitable in the foreseeable future are not included in
the balance sheets of the SNA, even though they may possibly become
commercially exploitable at a later date as a result of major, unforeseen

advances in technology or major changes in relative prices.

10.169 Naturally occurring assets in the form of biota (trees, vegetation,
animals, birds, fish, etc.) are renewable. The growth and regeneration of
trees, crops or other vegetation or the rearing of animals, birds, fish, etc.,
may take place under the direct control, responsibility and management of
institutional units. In this situation, the assets are cultivated, and the
activity is treated as falling within the production boundary of the SNA. The
growth of animals, birds, fish, etc., living in the wild, or growth of
uncultivated vegetation in forests, is not an economic process of production
so that the resulting assets cannot be classed as produced assets.
Nevertheless, when the forests or the animals, birds, fish, etc. are actually
owned by institutional units and are a source of benefit to their owners, they
constitute economic assets. When wild animals, birds, fish, etc. live in
locations such that no institutional unit is able to exercise effective
ownership rights over them they fall outside the asset boundary. Similarly,
the forests or other vegetation growing in such regions are not counted as
economic assets. On the other hand, fish stocks in the high seas which are
subject to international agreement on how much may be caught by

individual countries may be counted as falling within the asset boundary.

HLXL T, ZOFAHRICRENRRE LT ZENTED, HDWITITVRRER
WIZENNTFRIND O TRITTR LR, DF D, FHRIFEEZR M RIZBWNT
(FERT i CERYE FTRE T 722 WBERI OFEMFLR X, 72 & 2 R TTPHI L 2
AR M DERRZEA DT DT, OHIZEE I TERIEATREIZ /R 2 b Lt
&L TH. SNAOEME BERITITEENR VY,

10.169 E#tH (biota : BIA, BA, @, 5. %) & L TOBHREREE
%, FATEE (renewable) T 5, HIA, 1F. TOMOFEARDOAR & HAE,
boHWIE, B, 5. REOFETEN, HIERMOESEOR., Bt EHOTIC
Thbitdnd Ly, £ 95 LICRBUCE W T, BEEEEITER S Tnd &
S, EDIFENISNADOAEFESE RNICAL D& LTERYHbND, BEDOEY),
. BEOREC. BAEOHRMEADOKERIL, BENAEERR TITRVWO T, £
DFRERE LTETDEEAAEEGREL T LI LITTE R, ZHUTHLLNDG
TN EY, 5. AMER, BUCHERMICEI VA INTEY . ZOHAEH
X 2FRISOWUR TH 256, THIRFEEETH 5, HFEOTY, 5, H%
DL WD D I EE AL b Z AUk U CEDIBR T AHEZ AT T E 22 19 75T
AR LTWD L&, ZIUTEEREMD ORI S D, FERIC, &0 X 9 2tk
TR LTV DHRMOZ OfMOREA &R EPE L XA IR0, i)y, fHx o
E D FTRE R I BT 2 EERS DR & 72 2 A COMBEERIL, EES AN
ICEEND LD LERRTZENTED,
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Ownership

10.170 All owners and purchasers of land and immovable natural resources
within the economic territory are deemed to have a centre of economic
interest in the economy. If an owner or purchaser would not otherwise
qualify as a resident unit, a notional resident unit is created for this purpose.
The notional resident unit is deemed to purchase the land while the
non-resident is deemed to purchase the equity of the notional unit and thus
acquires a financial instead of a nonfinancial asset. Thus, all purchases and
sales of land normally take place between resident units. The one exception
1s when the boundaries of the economic territory itself are changed, for
example, when a foreign government, or international organization,
purchases or sells land that is added to, or taken away from, the enclave in

which its embassy or offices are located.

10.171 Moreover, as purchases and sales of land and natural resources are
recorded excluding costs of ownership transfer for both buyers and sellers,
the total value of the purchases and sales of land and natural resources must
be equal to each other at the level of the total economy, although not at the

level of individual sectors or subsectors.

10.172 Similarly, it is assumed that extraction of subsoil resources can only
be undertaken by resident institutional units. As soon as an enterprise starts
to prepare to establish for extraction, for example by obtaining the requisite

licences, it is assumed to become resident at that point.

Valuation

AT A 1

10.170  YE%RF SN & 5 it T ORI O AAREROT X TOFTAEHE &
B AL, HERENICRFEIIRIE O L Z FFo & 723, FREMTE : ik
FORE DO HREIRD) FrA B EIITAZR, £ 5 LRWIRY B{EE A2 Y
BRWEEIZIE, ZOHMNO DI H EoRBREFRABRTOND, £04H
FOREFRMAN LA AT D LB d — T, FREFHRMAS ZoE Lo
B OFREEAT D, 77200, FSREME TR BMEELIUGT D & 2l
TOTHD, TOZ LI, TRTOLHMOBEA L FEHNL, @F 13EER AL
MTITRbn s Z L2, 72120, ME—DfisME, R B AR OB RN E T
SNDGAE. T2 & 2T SEBUFCE BRI KRS FH T 0 & 5 RO D +
MEHEWRELIEVRALEZDTAE5THS,

10.171 X B2, i e BARER O AL L OGEHENL, BEWFB L O FR
DETEEBEE 2RO TR SN A DT, 1 & HAREIROMA B X OEHID
FNENOEFEIL, BT E 72X O L~V TIEZE 5 TIERWD, —
ERHE O LUV TIZAWCE L RITHIER B2,

10.172  [FARIC, # FEFROLRIRIT . EEE TH DHIEHRALIC L > TOHEN S
NEDbDERRIND, BRIBIZTT TEEN, T2& XK ERT A ADE
X o T, R ZBIG TR, 22 BICZ ORRATEERIZRD LR S
b,
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10.173 Since natural resources are non-produced, the costs of ownership | 10.173 HREWIIIEAFEZ E/RDO T, BEEARTEKDO—HTH 5 FrA HEBInE
transfer, which are part of fixed capital formation, must be shown separately | FiZ. BARBETIIBIEA & L ORISR LT, FFEEEEORGIFEO L
in the capital account and not as part of the value of the transaction in the | L Cid/rE4L7evy, THUCEI LTIk, PIrAtERERE HIE, BITIC XK » Tk B
non-produced asset. For land, the costs of ownership transfer are treated, by | IZ& £ 5,

convention, as being included with land improvements.

Table 10.4:The capital account - non-produced non-financial assets #10.4 : EAREE — A EHESRMERE
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Changes in assets YIED L)
S g e . ) ,
- 5 =] Elts = . *FF i -
g — = ° g X —i e o § N =
82 58 JE T » T E, wh R e W - A
SEE5EEE T S %E a4 LGNSR NS T ox R i Hith e
g g % = S8 3o 8z £
Transactions and balancing items z8 28388 & Z £E8 =25 3§ &
tal § . 55 5 414 414 G AR 308 8 38 55 5 414 414
Gross ce?plta orm'fmon 308 8 38 5 S AT 151 4 11 39 9 192 192
Net capital formation 151 -4 11 32 2 192 192 AT 280 8 35 48 5 376 376
Gross ﬁx‘ed capital formfation 280 8 35 48 5 376 376 [ AR 157 12 97 -93 -3 999 999
Consumption of fixed capital -157  -12 27 23 -3 -222 -222 AT ATk
AR R = ZS/A0
Gross fixed capital formation by type of asset P Ij/im " iz ”6 . o ) o ”s ’8
. . it
Changes in inventories 26 0 0 2 0 28 28 B ORI~ A I XSy 9 0 3 5 0 10 10
Acqlu%slitions less 4disposals of valuables 2 0 3 5 0 10 10 JEAEPEEE DR~ A F AUy 0 2 4 1 0 0
Acquisitions less disposals of non-produced assets -7 0 2 4 1 0 0 GO B~ A 25y 6 0 9 3 1 0 0
Acquisitions less disposals of natural resources -6 0 2 3 1 0 0 o " v 7
ARG
Natural resources 4
Land . 5 gy
M AYELVTHNF—ER
[Ineral ang (‘H(‘lgtV reserves P gy
Non-cultivated biological resources j’f;//ﬂ; EDIR
Water resources f@;’ﬂ;ﬂ) R
Other natural resources s, ﬁ";‘ﬂ/“
Radio spectra %/0)/;/ "
Other
g Y — R - T4 RADRE RSy -1 0 0 1 0 0 0 0
Acquisitions less disposals of contracts, leases and licences -1 0 0 1 0 0 0 0 7%% I ? AE S ADIIGT A T AU
Contracts, leases and licences Ry VR TS
Marketable operating leascs ’ﬁfﬁ/f »H57 =7 7Y=
Permits to use natural resources E%ﬁjﬁﬂ)ﬂﬁ,—?ﬂ
Permuts to undertake specific activities #_E/%ﬂ@%%ﬁi#‘ﬂ—
Entitlement to future goods and services on an exclusive basis %‘*0)’%‘. #_tz{jﬁ?}iﬁﬁﬂq}gﬁ S 0 o 0 0
Purchases less sales of goodwill and marketing assets 0 0 0 0 0 ., V)h/u:ta l:(f YT A IREDMASA T AT 0
Capital transfers, receivable éz’:*ﬁm S
Capital transfers, payable PEARIR, Soil
/ L (- 5 . . - -
Net lending (+)/net borrowing (=) 56 -1 103 174 -4 {0 10 0 MEN ) A Q) 56 1108 1T 4 10 10 0
Transactions in natural resources H R & P D E |
. . e . . Ve 3 N N NI - A=)
10.174 Transactions in natural resources are shown as acquisitions less | 10.174 HAREIROHGIL, F£10.4D5FEIZHE - T, YL EFEDO RSN LAy %
. . . . . . . . 7 —
disposals of the asset in question, according to the classification given in | 2 L 5| W/ZZAT/RI N5,
table 10.4.
Land +-Hht
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10.175 Land consists of the ground, including the soil covering and any
associated surface waters, over which ownership rights are enforced and
from which economic benefits can be derived by their owners by holding or
using them. The value of land excludes any buildings or other structures
situated on it or running through it; cultivated crops, trees and animals;
mineral and energy resources; non-cultivated biological resources and water
resources below the ground. The associated surface water includes any
inland waters (reservoirs, lakes, rivers, etc.) over which ownership rights can
be exercised and that can, therefore, be the subject of transactions between
institutional units. However, water bodies from which water is regularly
extracted, against payment, for use in production (including for irrigation)

are included not in water associated with land but in water resources.

10.176 As explained above, land improvements and the costs of ownership
transfer on land are treated as fixed assets and shown separately. In
consequence, acquisitions and disposals of natural land are recorded at the
same value for both the purchaser and the seller. Since both parties to the
transaction must be residents, it follows that, for the economy as a whole, the
aggregate value of total purchases of land must equal the aggregate value of
total sales, although this is not generally true at lower levels of aggregation,
such as individual sectors or subsectors. The value of acquisitions less
disposals of land is thus zero for the economy as a whole (excluding
transactions that change the boundary of the economic territory itself, as

noted in paragraph 10.170.

10.177 Buildings, or other structures, and plantations are often purchased or

10.175 +#1 (land) X, THhE2BE-o T3 13 (soil covering) I X UMK
(surfacewater) ZETeH#iE (ground) @ 9 H, ZHITK L CHAME I THES
N, ZNZ2BRAETIIMERTE LI o TEDOFFEEN TN LR FERFIRZ
BHZENTEEONOKRD, HHOMENSIX, ZIWCATET H. £7201T
xS TWVORME 21X Z OMOMEEY) ., BRIEY - A - 814, LB &
O VX —E, FEFFREWEI, HFOKERIZRS NS, 22T, i
CEE T OMFBAKICEENDDIZ, FTAMEZITHEST 5228 TE, Lo T,
HlEE AL OB ORI R 01D X9 72, 1§/ 1N Vi N
W7 E) Ths, L, GREM : Woh7e &) /Kik (water body) @
2B, FIDNOAFEICHAT 5720 GEMAZET) IZ3FAWZEE > TR E
BB S LD b DIE, B e BT 5K TIER <, KEFRICEEN D,

/K (inland water :

10.176 BEICRBIL7= L 512, Tk BRI X O HHIC BT 2 i f s g FIL
EEEPE L LT, MIEA &2 5, £ ORER, BRO LHOTE &A%
BT LT FOMTT TR UAME Cridk S LD, UaEEs| 0T O Y FE 1TEE
FHTRITUE2 D00 T, THIOBA L RHOZNZNOAFEEIE., EH0HE
FW@W%%W%&wokﬁaﬂ*®ﬁw¢ﬂ TR E D &V ) DI TR

REEEE L TUIEWZE L 2T ER by, LER- T, BB
~ A F AU OMEEIT  RFRAR L LTI r TH D (10.170B: TR~_7Z XK H 1,
1% 5 Ik B AR D BE R A A 2 WS HEFRVT),

10.177 @M EITZoMOEEY., bz, BRE (X707 —vay) 1k £
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sold together with the land on which they are situated, without separate
valuations being placed on the structures and the land. Even if it is not
feasible to obtain separate valuations, as may be the case for existing
structures, it may be possible to determine which out of the land or the
structure accounts for most of their combined value and to classify the
transaction as the purchase of land or of a structure depending upon which
has the greater value. If it is not possible to determine whether the land or
the structure is the more valuable, by convention, the transaction should be
classified as the purchase of a structure, that is, as gross fixed capital

formation. A similar convention holds for plantations.

10.178 The SNA does not specify a disaggregation of land but it is
recommended that if a disaggregation is required, it should be according to

that used in the SEEA.

Mineral and energy resources

10.179 Mineral and energy resources consist of mineral and energy reserves
located on or below the earth’s surface that are economically exploitable,
given current technology and relative prices. Ownership rights to the
mineral and energy resources are usually separable from those to the land
itself. Mineral and energy resources consist of known reserves of coal, oil, gas
or other fuels and metallic ores, and non-metallic minerals, etc., that are
located below or on the earth’s surface, including reserves under the sea. The
transactions recorded in the capital account refer only to those mineral and
energy resources over which ownership rights have been established. In most

cases, mineral and energy resources may be owned separately from land

NBPTET 2 L & I8 E Sau, FEEE & LIS 2 B hUhl 2 (SR S 4172
WZ ERZ, BFEOHEY DGEHY 552 L ThH DM, T2 & 2 hllx OFHEN
BONBZWEETH, THIZWLEF O S b, 86 L 08W#H % & b - fiff D
X0 250N EREL, TNICE-T, TOEG| = H#ME - 13IEED O L
HLONOBWANIGET S Z LT d Ly, THIEHEEY O EH 50880
EDS REWDZRD HIRWGE, 1BITE LT, ZOIEIE, HMEHDIEAN L
LT, ThbbREEEAENR L LTHBEINDIRETH D, RROEITHS, B
FIZ oW ThiEH I D,

10.178 SNAIZX., L HIOZFEIZHOW T EARRNIZE R LTV, & LaFER
e b, SEEATHH SN HFEICHEY Z LR MRS S,

Ik L O L F =R

10.179 #EW B L XX —E&IRIL, € O KR TOENR B L Ol &P 5
&L CREMICRERTRER, MBEZIIHT ICHEET IHRBEDB L XL X
—TCTHRENG, B L O VX —EFROFTA X, @%, tHhzob oo
FTEME L ITEI VBT 2 & R TE 5, Sk L3 X —& I, AR, A,
T AL DIREL, &R ACIESIBIE O, BEROMES N5 0 | HEIE O
DEEDMTELITHRICHFEET 20O TH L, EABEIZFESH SN D EGE,
FTAMEDSHENL SN TV S HEME L O 2L F—FJRIZOWT OISR N5,
FEAEDOEEA, B L O VXF—ERIX, EO FIZENDFLET D )
DUIVEEL THTAE SN TWDIEA I EREOREL LT, B LV L
X —EIROFTAMEDN THOFTAMHE L 2BETE RWIBE TR 5TV 254
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below which they are located, but in other cases the law may stipulate that
the ownership of the mineral and energy resources is inseparably linked to

that of the land.

10.180 The transactions in mineral and energy resources recorded in the
capital account refer to acquisitions or disposals of deposits of mineral and
energy resources in which the ownership of such assets passes from one
institutional unit to another. Reductions in the value of known reserves of
mineral and energy resources resulting from their depletion as a result of
extracting the assets for purposes of production are not recorded in the

capital account but in the other changes in the volume of assets account.

10.181 Again if a disaggregation is required, it is recommended to follow that
in the SEEA.

Non-cultivated biological resources

10.182 Non-cultivated biological resources consist of animals, birds, fish and
plants that yield both once-only and repeat products over which ownership
rights are enforced but for which natural growth or regeneration is not under
the direct control, responsibility and management of institutional units.
Examples are virgin forests and fisheries within the territory of the country.
Only those resources that are currently, or are likely soon to be, exploitable

for economic purposes should be included.

10.183 In the SEEA, this category is further split into aquatic resources,

bHDH LR,

10.180 BEAMEIZFSR SN DB L O X L X —&ROEBHE| X, =R /¥ —
EROPROBIF RN DZ ETHY, £ 2T, DL IR BEOFTAHE
13 & 2 Il EEBANL D DD I EHAL A~ & BHA 3 5, EPE HRID T2 DI HRLE PE & Bk
BMUZZRRE LT, ZUNRPFELIZZ LTV AT S, B LR x L —&
TR OBE FERE > OAME D AT, EABE TSR ST, £ Ol 0 & EEZLH)
BEIcisEkEn s,

10.181 Z ZTH, b LEAMER L, SEEAO L DIZHED Z ENfERR I LD,

B AR

10.182 FEBEREHEIRIT, £EEWE 1ERY b LITRVIE LAELHTEY.
B, ABXUCHEHOD S b, ZThicxt L THAENMTE SN, TOEARRE LT
BASHEBRMOBEFEOZE, B, FHOTXRARZVWLOTHRIND, 0
BlCiZ, ZOEOEBENICH 2 FAEK, RRRGERH D5, ZHICEEND DI,
#35 E o HHCBERM ATRE Th 520>, TV 9 BITZ 9 72 2 ARtk 23 & 5 & RIS
Ro b,

10.183 SEEATIX. ZOHT IV —i%, S HITKEERH., KEGIE LSO,
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animal resources other than aquatic resources, tree, crop and plant
resources. Aquatic resources are further split into aquatic resources in
national waters including the exclusive economic zone (EEZ) and those in the

high seas.

Water resources

10.184 Water resources consist 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. If it 1s not possible to separate the value of surface water from the
associated land, the whole should be allocated to the category representing

the greater part of the total value.

Other natural resources

10.185 The category other natural resources currently includes radio spectra.
Given the increasing move to carry out environmental policy by means of
market instruments, it may be that other natural resources will come to be
recognized as economic assets. If so, this is the category to which they should
be allocated.

2. Contracts, leases and licences

The asset boundary

10.186 Contracts, leases and licences are treated as assets only when both

W, B - B - BEAREJICH T DTV 5, KEZRIZ, =512, JHbAy
& K (EEZ) Z&TeEWNAKIOKEZIR & AMEOKEZHFIZS D,

K& TR

10.184 AEFIL. BB THAIN 2, BB L CHTAER CHERIN
5, IIZL, ®EIX, TOFPEICELY, FrEEEIIERENTES L, T
ERH Y ET2BDORFHIENLFET D LI RBECBRESN D, b L.
MK OAffE % B3 5 HHOME Sy BT 5 2 L BN ARG A, i A
DX REREERHELST DT Y —ICHIYH TS,

Z DAt D HIRE R

10.185 F OO BEKREIRDO AT Y —I1Ti%, WED L 2 A, Bk JEEEEE A
EFEND, TGN TECERERRAERT2HE NN Lo oHD5 L2525
&L AR LA O BAREE S REEEL LTSN LR 20
HEBbIWD, T2 THDRb, ) LEEEEFETREZOIE, o7
) —THh 5,

2. B V—R T4 ER

HRELL S

10.186 R -V —R+ TV RZ, AT D 220G & bITH =z S -k
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the following conditions are satisfied,

a. The terms of the contract, lease or licence specify a price for the use of an
asset or provision of a service that differs from the price that would prevail in

the absence of the contract, lease or licence.

b. One party to the contract must be able legally and practically to realize

this price difference.

The second condition presupposes that a market for the contract exists. It is
recommended that in practice contracts, leases and licences should only be
recorded in the accounts when the holder does actually exercise his right to

realize the price difference.

10.187 Part 5 of chapter 17 discusses the whole question of the treatment of
leases within the SNA and should be consulted if there is doubt about

whether a contract, lease or licence should be treated as an asset.

10.188 As with natural resources, the costs of ownership transfer on the
acquisition and disposal of contracts, leases and licences should be shown

separately as gross capital formation.
Types of assets included in contracts, leases and licences
10.189 There are four classes of contracts, leases and licences considered to

be assets in the SNA: marketable operating leases, permits to use natural

resources, permits to undertake specific activities and entitlement to future

NH, BELLTHRDID,

a. B V—R - T4 BV RDOEHFIZEEND, BEOFERELIT—ERXD
RALIZOW TR, £ LR V—R - T4 BV ARV EIT—RRIC
BWHINAMEEIIRRDZ &,

b. RIGO—FHDOHEEDR, Z OMEELZENBLUEBENICEIATRTHSZ
(l:o

2 OH ORMIT, YN BROITHENGFET 52 ExRileE L TW1WD, EBE L
. 2 V=R - T AR R, FOEREED EBITHERN 21T L itk =%
ERIEEHAICR- T, WEICEET 2 Z LR EE SIS,

10.187 HF17E D/ — k 51X, SNAIZBITH Y —ZADHE D & v 9 FHE SR
ZEYD EFTCED, bl B V=R TABUAREFEL L TH#RbILD X
MEIMIZOVTEMAHNIE, BT RETHD,

10.188 HAREIROLE ERIERIZ, 2 - U — R « T4 L ZOEER L Oy

(ZBIT D ETAERIRE NI, MEAERE L THINDRT~ETH D,

BK )=« G RICEENDLEHED

10.189 SNAICKWTEE L L TRZREINDZEH -V —R « T4 B R |TIL, 4

DORGNHD, ZD4oL1%, iMoo L AL —FT 47 - U—Z B
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goods and services on an exclusive basis.

Marketable operating leases

10.190 Marketable operating leases are third-party property rights relating
to fixed assets. An example is where a tenant of a building has a fixed rental
but the building could fetch a higher rental in the absence of the lease. If, in
these circumstances, the tenant is able both legally and practically to sublet
the building, then he has an asset of the type of a marketable operating

lease.

Permits to use natural resources

10.191 Permits to use natural resources are third-party property rights
relating to natural resources. An example is where a person holds a fishing
quota and he is able, again both legally and practically, to sell this to another
person.

Permits to undertake specific activities

10.192 A permit to undertake a specific activity is one where:

a. the permits are Ilimited in number and so allow the holders to earn

monopoly profits,

b. the monopoly profits do not come from the use of an asset belonging to the

permit-issuer,

Th D,

HEMOLBEZLL—F 4 7« J—2R

10.190 HHEDOH B ARV —T 4 7« U—R13, BEEELEEST LN
BEEMEETH D, Hlb LT, GEARGLIEMEFTED L v X VEHTHED T
WD, HEEMITIZDO ) —ARRT T LD BN L U HLEITHE T I LN TE
DHEEDVEEET D, b L. ZOXD R T, EHEADENIC S EBICLEY
EELELTHIENTE UL, YKEBANIT, THEEOHL AL —T 1~
T Y= RENWIFEOEELRA L TND Z &I D,

SR & PR OF AT

10.191 B RBROFAFHIX. BRBRLBEESTONIE=FHMEETD

B, T2l AR, BEEIEEZ oA, ENICLEBRICS, 2 Blo NT5eH

THZENTEDLEVSTEHEENEYT D,

i 7 15 Bh O R FF AT

10.192 % EEBOERMBEFA LIT, UTIELET D KO RERFI AL ST,

a. % EHAEE ORBROIL, TOLD, BAEIMERELBS 2 LA TE

o

b. & b B EFIZRIT,
AN

HHRTEICR T OIBRECERPLH/ELN S HDTIE
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c. a permit holder is able both legally and practically to sell the permit to a
third party.

Such permits are issued mainly by government but may also be issued by

other units.

10.193 When governments restrict the number of cars entitled to operate as
taxis or limit the number of casinos permitted by issuing licences, they are in
effect creating monopoly profits for the approved operators and recovering
some of the profits as the fee. The incentive to acquire such a licence is that
the licensee believes that he will thereby acquire the right to make monopoly
profits at least equal to the amount he paid for the licence. This stream of
future income is treated as an asset if the licensee can realize this by
on-selling the asset. The type of asset is described as a permit to undertake a
specific activity. The value of the asset is determined by the future stream of

monopoly profits.

10.194 It is less common for units other than government to be able to limit
the participation in a given activity. One instance may be where the owner of
property limits the numbers of units allowed to operate on his property, for
example a hotel with a policy of only allowing one taxi firm to pick up guests.
In this sort of case, the permits are treated as giving rise to payments for
services. There is no reason in principle why such permits could not be
treated as assets if they were marketable though this may not be a common

situation.

c. FAIRAEEIL, ENICHLEBMICOE=FICH L TURFTERATH L
BTE D,

DX D RF AT, BICBIFDFATT 205, TOMDOBALRFITTLHZ L H D,

10.193 BN, #7272 — & L TEET DD D EKZ 5 2 6 ivc ¥ Sl
L7720, FA BV AFITICK s THAI SN Y ) OFERIRLIZ0 T 555,
B, FELE B2 52 O NIFEEOTDITMERRAAERIZLTRD L
EBHIT, BHAREOWL DN ETFHEIOE TR L TWD Z Eilhd, TDLD
RIARVAEFERSELL D ETHHERER DD, T4V ABREEN, 741
VARICK LTS Fh o T2 E 7 B RO M SRR 2 G OEREZZDT A &
VALK o THERTLLEMELTNDIIETHD, ZDL D REERIMEDRS
X, UTOHAITITEEL L THbhb, T7hbb, 748 ARAEENYHLE
PEXRBRTET HZ L CIDORRIEEZEBTCEL55THD, 20X ) REHOE
PEIL. FrEIRBIO RN T & eSS, & 9 LG FEOMMIX, I EF] 5 O Rk 5)
WX o TIREEIND,

10.194 BUFLUSNOHEALH, FFEDIEBI~DOS A HIRT SR 2 H D2 &1,
GREAIRE : BUFICHART) — R TIEen, LhL, ZOO0ESDHIZ2 Y 15
LD1X, MPEOFTAEN, T OMPE L TOEEE T+ 2 BAOKEZHIIRT 58
BTH D, L2 E, RTADBEEEDT LD 7 —aft%m 1ARICIRE L
THAIT LG8 b5 ARETHD, ZDOX I RYE. TOHFAITH—ERIC
KTHXINVEELDH DL LTHROILD, — BRI TIZRWThEL, &
DX RFFAIRTGMEE o bIE, FAIE L TR, 20X RFFrf 2 EpEL L
TH > TEWNT RV BRI 7220,
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FEntitlement to future goods and services on an exclusive basis

10.195 Entitlement to fiuture goods and services on an exclusive basis relates
to the case where one party which has contracted to purchase goods or
services at a fixed price at a time in the future is able to transfer the
obligation of the second party to the contract to a third party. Examples are
footballers’ contracts, a publisher’s exclusive right to publish new works by a

named author or issue recordings by named musicians.

3. Goodwill and marketing assets

10.196 Potential purchasers of an enterprise are often prepared to pay a
premium above the net value of its individually identified and valued assets
and liabilities. This excess is described as “goodwill” and reflects the value of
corporate structures and the value to the business of an assembled workforce
and management, corporate culture, distribution networks and customer
base. It may not have value in isolation from other assets, but it enhances
the value of those other assets. Looked at another way, it is the addition to
the value of individual assets because they are used in combination with

each other.

10.197 Goodwill cannot be separately identified and sold to another party.
The value has to be derived by deducting from the sale value of the
corporation the value of assets and liabilities classified elsewhere within the
asset boundary of the SNA. (In practice, since it is estimated as a residual,

an estimate of goodwill will also reflect errors and omissions in the valuation

FER DR « ¥ — B 2154 20 5 EIHER

10.195 fFR DR - Y— B RIZxT 50 SRUERIT. R DB 2 RERIZETE O
BCH - P—ECREEBATIRNER/ALLEETN, BHNLYEEZ (FHFH)
D Y%MEY (obligation) % HE=F\CBET D L BFAERBEITOVWTOHERA
Thd, TOfIE LT, oy —RFORK, FEMEROFBIEMICET 2005
HRHE . FrEDERZFED GRENMT : CDE D) S5 T M ERTEER L
BdD,

3. ODhABIXO~—4T 4 TEE

10.196 {5 AEZEDELEE WFIE, B2 ITRE S, 7l S 47z HRkiE A2
DEFER LFOABOERMMEE EE 25 235 D EBY 2L T0nWDH 2k
MNE, ZOBIEBNE [OAl EFEENR., BEBEOME,. SHICHERER L
O fi, 3Escfb, fiilry U —7 | BEEBOO L SOEAENE T R A
2R L CROMfEZ KB L= D TH D, THIE, MOEFEN DIy B S i fiiiE
EHIZBRNTHA I, ZNOMEEDIMELmD D, BIORGT 2T 5 &, £h
X, lHx OEFEDAE~D ERETHD, RERL ., TALITAENVISHAG DY

THEHINLALLTHS,
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10.197 ONAE, ENETEY0EE L TRE L, tMOYFFICFHAT L Z &%
TERV, ZOMEIX, YEEAREOTAMBMEA 5. SNADE SR Tio
HAICHOBEINLEELS X OCABEOMEZZERT 2 2 & TEH SN D TH
% (FEBRITIE, %hiﬁ#kbf%ﬁéﬂékw DI DOHEFHIEIL, £ Do
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of other assets and liabilities.)

10.198 As well as residual errors, the value of goodwill may include the value
to the corporation of items known as marketing assets. Marketing assets
consist of items such as brand names, mastheads, trademarks, logos and
domain names. A brand can be interpreted as far more than just a corporate
name or logo. It is the overall impression a customer or potential customer
gains from their experience with the company and its products. Interpreted
in that wider sense it can also be seen to encompass some of the

characteristics of goodwill such as customer loyalty.

10.199 The value of goodwill and marketing assets is defined as the
difference between the value paid for an enterprise as a going concern and
the sum of its assets less the sum of its liabilities, each item of which has
been separately identified and valued, Although goodwill is likely to be
present in most corporations, for reasons of reliability of measurement it is
only recorded in the SNA when its value is evidenced by a market
transaction, usually the sale of the whole corporation. 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

1tem.

10.198 FRRIRAEDIZNIT, ONADOMEIZIL, EAEREMES —fE LT, <=
— T 4 TEEE L THONLEADMMEE S IEAY, ~—FT 4 VITEE
X, 77 P4, BF (masthead), B, v I, FAASL VAREDEHEANOHE
REND, 772 Fid, Bhd ¥4 E3unaTiER, TNE2IEDCHBA
HH0E LTHIRT 22 ENTE D, ZHUL, BESBENEE N, RESCTO
LIt T AR b5 2 2IHGTh 5, ZOLIICE W IKHRT 5 &,
Zhit, BEaA YV T 4 —L Vo lmONADORWEZDVELTNDERD Z &
HTE 5,

10.199 ONABLIO~—FT 1 v T REDME L, Mt L LT OLEDMM
L., HricEEsh, HMEEh-EDEEAH»LABEEEZZE LW,
LOEFEELTERIND, ONAL, 1FEAEDEAREIZBOY THET LA
REMEND D, ZOWUEOFEFMEOBBE G, SNA TENRFLERI LD DI,
W EANRERERORHIZR & TGN K > TE DM FEY] S 45 KRR
bhd, BISNIIZ, FFED~ —7T 4 > Z&EN, WA, IEAEERE L 35
2, RHEISNDARERSH Y, ZO5EES,. ZOHHE Tiiékd 5,

E. Capital transfers

1. Capital versus current transfers

10.200 Capital transfers are unrequited transfers where either the party

E. BABix

1. B ABEXNE B

10.200 EABERIL, Blnad 85 MEEPEE T I3RS 205

- 721 -




making the transfer realizes the funds involved by disposing of an asset
(other than cash or inventories), by relinquishing a financial claim (other
than accounts receivable) or the party receiving the transfer is obliged to
acquire an asset (other than cash or inventories) or both conditions are met.
Capital transfers are often large and irregular but neither of these are
necessary conditions for a transfer to be considered a capital rather than a

current transfer.

Table 10.5:The capital account - capital transfers - changes in liabilities and

L7720 | i (CEeFOXIERLSN) ZBELEV T2 LIk TE
ESEMRT D0, BB EZZ TS HFOY FEENEE (BeF I ERELS
D) ODEFGEFREHTHENTODDOWNT I, ET13F OB O KN S
ND ., PO DO RWBEETH D, BABEIL, LIXUITHEARE ) 24
EHO LD THLN, 202200 Tht, BEASREBIR TR EARABIRLE L
THRM SN DBERIE LT R DR,

#10.5 : BABE —EABE - /IR EREEORH

net worth
Changes in liabilities and net worth Bl L EREEOLE)
s 2w T S *HF it -
=} IS a 3 N &R — % . —[H o R
EEzE _E2 - A Bl MR am gmm JH o - e
SE BETE S E £t 58 B3B8 X ORT Y REH = miE e
T o 7] — - L -]
g2 28 g2 3 = g5 B8, 8% 8
Transactions and balancing items z SES S8 = Z £ =S 358 & Vi 1 71 2 -62 192 2 205 205
Saving, net 71 2 62 192 2 205 205 BRI -13 13
Current external balance -13 -13 WEATR 414 414
Gross capital formation 414 414 W AT 192 192
Net capital formation 192 192 BEEEAT 376 376
Gross fixed capital formation 376 376 EEAREE 999 999
Consumption of fixed capital -222  -222 DR AT
Gross ﬁxe('i C’é?pltzi] fbrfnatwn by type of asset R 28 98
Changes in inventories 28 28 BT O A A 10 10
Acquisitions less disposals of valuables 10 10 e . N
L . FEEFEEPED G~ A T AWLS) 0 0
Acquisitions less disposals of non-produced assets 0 0 - w2 a3 0 6 23 0 62 1 66
Capital transfers, receivable 33 0 6 23 0 62 4 66 f}i% " i‘m
Capital taxes, receivable 2 2 2 QZ}:?@ e _ 2 2 2
Investment grants, receivable 23 0 0 0 0 23 4 27 Bt 23 0 0 0 0 23 4 2
oA =g
Other capital transfers, receivable 10 0 4 23 0 37 37 ) %CD@O)QA@%‘ =] 10 0 4 23 0 87 37
Capital transfers, payable -16 -7 34 -5 -3 65 -66 ARG, 3 16 i 34 o 3 65 1 66
Capital taxes, payable 0 0 0 2 0 -2 BABL, S 0 0 0 2 0 2 0 2
Investment grants, payable -27 -27 -27 Bz 4, 3D 27 27 27
Other capital transfers, payable -16 7 -7 3 3 -36 -1 -37 ZOMDEAB S, 3 16 7 7 -3 -3 36 -1 37
Changes in net worth due to saving and capital transfers 88 5 90 210 202 -10 192 B . OB ARBERIC L 5 IEWREPEDEE) 88 5 -90 210 1 202 -10 192
. . eq ey, e g Al — Jore SE4E. Iz Py N=y farang
10.201 A current transfer reduces the income and consumption possibilities | 10.201 #RFBIRIL, 5F 1 DU FEO IS L HEAREEZEAD S, F2DHFH
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of the first party and increases the income and consum ption possibilities of
the second party. Current transfers are therefore not linked to, or conditional
on, the acquisition or disposal of assets by one or both parties to the

transaction.

10.202 Some cash transfers may be regarded as capital by one party to the
transfer but as current by the other. For example, the payment of an
inheritance tax may be regarded as the transfer of capital by the taxpayer
but be regarded as a current receipt by government because it receives many
such transfers. Similarly, a large country that makes investment grants to a
number of smaller countries may regard the grants as current transfers even
though they are specifically intended to finance the acquisition of capital
assets. In an integrated system of accounts, such as the SNA, it is not
feasible, however, to classify the same transaction differently in different
places. Accordingly, a transfer should be classified as capital for both parties
even if it involves the acquisition or disposal of an asset, or assets, by only
one of the parties. By convention, social transfers are always treated as

current transfers.

10.203 There may be cases in which it is difficult to decide on the evidence
available whether to classify a cash transfer as current or capital. When
there is serious doubt, the transfer should be classified as current rather
than capital. It should be noted, however, that the decision as to which way
to classify a transfer has important consequences for the allocation of saving
between sectors and subsectors, and possibly between the economy as a
whole and the rest of the world. Other things being equal, a current transfer

increases the saving of the recipient and reduces that of the donor, whereas a

FHOF G EHE TR NS Y5, £oo, BEBIRIL, HEIGIo—F %
23R TG OYUEEIZL D, BEORGFLV LILSS LREUOWEY | BEDIREGA
WL 5L LT3 25D TIEZRN,

10.202 L2 L, BEO—HFOYEHIC LV EBABER L e S50, DY
HEWCLOREBIL L LR SNDIBEBENRH Db Litie, 72& 21X, Mk
BLOZALNE, WBLE B IXBEABIRE Ao SND TH A I A, BUFix, [FFED
BiaE 282 T MBH72DI10, TNERFEHNRZIMTHHEBEZXDLTHA D, Ak
(2, ZED /NENERE A 4 25 LT A RER, ERNEAREEDORIGDT-
HOEEMEEFHCER L TVWDHETH, TORMNEEZREBR L 2T ThH
5o LINLZRI B, SNAD X 5 R G ERR IV TR, [A—HEIZ>n T,
KRDRIRDGFTCRIR D NEEITR D LD ZEIEIAFRETH D, Lizdio
T, YEHEO—FIZONWTO I, H—F 3B OEEORG 2\ LAy B H
ABECTHoThH, MDY EZFICONWTEABEEL L CHET 5, BT F, 4
KBERIT, DRICRFEREL & LTIV Hbh 5,

10.203 HMeBisz | FIHATRERFELIZEE SV T BEBINERBImOWTH
(ST &YW o 2 ERNEERGEE N H Db L, ERREMMN S
L6, TOBIRIT, AR TRIREBRICOETEThHL, Ll
WH, BIRZ EO XD ITHBET 20 L0 O IRE T, EMHE X O I E O RT
HOBLTICK LT, £lo, LIk D & —EkkEE &gt & ORIOIT & ORI
LTHOHERREEZKIET LV ZEICEETRETH D, MOFRMENR—ERD
(I, BEBERIT, SBOITE 2 NS, SNl E 2D S 508, BAR
Biald, EHL0YEFOITEICOHBZ G2\, LIEBN-> T, BeBinik
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capital transfer does not affect the saving of either party. If, therefore, cash
transfers are incorrectly classified between current and capital, the saving
behavior recorded for the units or subsectors involved may be misleading for

purposes of economic analysis and policymaking.

2. Transfers in cash and in kind

10.204 As explained in chapter 9, transfers may take place in cash or in kind.
A capital transfer in kind necessarily concerns the change of ownership of a
product previously recorded as a non-financial asset in the accounts of the
donor. In this case, the four entries relating to the transaction are all
recorded in the capital account. Two relate to the transfer of wealth implied
by a capital transfer; the other two are shown as disposal of the asset being
transferred by the donor and its acquisition by the recipient. The treatment
of fixed assets produced by communal construction and then transferred to

government to maintain is discussed in paragraph 10.58.

10.205 All other capital transfers have two entries in the capital account and
two in the financial account. In the case of debt forgiveness, the two entries
in the financial account show the reduction in the debt liability of the
recipient towards the donor and the claim of the donor on the recipient.
Other capital transfers are recorded as a transfer in cash and show a

decrease in cash or deposits of the donor and an increase by the recipient.

Valuation

10.206 The value of a non-financial asset being transferred is the estimated

WL & BB S ISR IEREICSEESND & BRI B HAT -
FLEk S LD IFEATENDY, B o HTCBURTEZ RO HRIZ & - T,
BRHDITRDNE L,

PWERERFIIZ ST
SAV=T 7

2. BeBELIMBE
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FHEOETIZLRIICE DL DO Th L, ZOHE, ZOWMGNIET 2 4507
ANHEB X, TR TEABECREEESIND, TDHH, 2 2/F, BABERNEKRT
LZEOBERICEETS O T, 700 2-o1F, 5Nk > TR SNZEED
oy, BEOZEHNZ L 2HGE L TOREIND DO THD, 2 2 =7 1 DX
EECAE SN, ZTO%, RFOTZDICBIFICBEE S D EEEAR DR iz
DWNTIE, 10.58B Tl H TV D

10.205 < OMOFT N TOBEABEICE LTk, AHERN, EAREIZ2 55
. BREITEIC2 o585, 1EHEHKE (debt forgiveness) DA . &EEIED 2
SOFAEH L, BiEO sz BUAINBE O 501125 LT H 2> A& (debt liability)
&L B oM EMRBERO ZHUINC X LT H M (claim) O Z#F L T
%o TOMOEARBERL, HeRBEE & L CGigkSh, ft5MoHEe 72137 EED
BB X OZRloZ0ENE LTRSS,
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price at which the asset, whether new or used, could be sold on the market
plus any transport, installation or other costs of ownership transfer incurred
by the donor but excluding any such charges incurred by the recipient.
Transfers of financial assets, including the cancellation of debts, are valued
in the same way as other acquisitions or disposals of financial assets or

liabilities.

3. Capital taxes

10.207 Capital taxes consist of taxes levied at irregular and infrequent
intervals on the values of the assets or net worth owned by institutional
units or on the values of assets transferred between Institutional units as a
result of legacies, gifts inter vivos or other transfers. They include capital

levies and taxes on capital transfers:

a. Capital levies consist of taxes on the values of the assets or net worth
owned by institutional units levied at irregular, and very infrequent,
intervals of time. Capital levies are treated as exceptional both by units
concerned and by the government. They may be payable by households or
enterprises. They include betterment levies: that is, taxes on the increase in
the value of agricultural land due to planning permission being given by

government units to develop the land for commercial or residential purposes
(GFSM2001 tax code 1133; OECD 4500));

b. Taxes on capital transfers consist of taxes on the values of assets
transferred between institutional units. They consist mainly of inheritance

taxes, or death duties, and gift taxes, including gifts inter vivos made

GPE A RIS TS CTRAY 256 ORI (2, AN & RIS ik g
ATE. SHICEOMOFTAEBEE M2 A, HCZBIc L A sz,
ZOE IR EEPERLIZ OO TH L, RMEEOBIRIL, AEDIRH L 23D,
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IR SN DBNEEND,
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HEFEICLoTHEIHDIL Y D, ZHUTiE, BEl#L (betterment levies) . ¥ 72
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4500) .

b. EABELPL (taxes on capital transfers) 1%, il N TRz SN - & RE
OB R T DR D5, Fiud, £& LT, fBFFL (inheritance taxes or
death duties) . X O, FH#BLO TEAWZBET 5 . 23R/ IMET B 7= 012 [ —

- 725 -




between members of the same family to avoid, or minimize, the payment of
inheritance taxes. They do not include taxes on sales of assets as these are
not transfers (GFSM2001 tax code 1134; OECD 4300).

4. Investment grants

10.208 Investment grants consist of capital transfers made by governm ents
to other resident or non-resident institutional units to finance all or part of
the costs of their acquiring fixed assets. The recipients are obliged to use
investment grants for purposes of gross fixed capital formation, and the
grants are often tied to specific investment projects, such as large
construction projects. If the investment project continues over a long period
of time, an investment grant in cash may be paid in instalments. Payments
of instalments continue to be classified as capital transfers even though they
may be recorded in a succession of different accounting periods.

10.209 Investment grants in kind consist of transfers of transport
equipment, machinery and other equipment by governments to other
resident or non-resident units and also the direct provision of buildings or
other structures for resident or non-resident units. These may be constructed
by enterprises owned by the donor government or by other enterprises that
are paid directly by the donor government. In such cases, a capital transfer
in cash is usually recorded followed by purchase of the items actually
transferred in kind. Exceptionally, if the transfer is of an existing asset, and
the recipient is resident, the transfer of ownership of the asset may be
recorded as negative capital formation by government and positive capital

formation by the recipient, but a capital transfer is still also recorded so that

FIEN TIT b b ERi I 52 5 5B 572 5, BEOGREANIBEIRTIZZ2 W
720, BABIRRPUI IS T 28 E2 & £ 72\ (GFSM2001 #i = — R 1134;
OECD 4300) .
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the balance sheet of both parties correctly reflects the change in net worth

that has taken place.

5. Other capital transfers

10.210 Other capital transtfers consist of all capital transfers except capital
taxes and investment grants. One notable category included here is the
cancellation of debt by mutual agreement between the creditor and the
debtor. Such a cancellation is treated as a capital transfer from the creditor
to the debtor equal to the value of the outstanding debt at the time of
cancellation. It includes, but is not confined to, the cancellation of debt owed

by non-residents to residents, and vice versa.

10.211 However, the unilateral writing off of debt is not a transaction
between institutional units and therefore does not appear either in the
capital account or the financial account of the SNA. If the creditor accepts
such a write off or default, it should be recorded in the other changes in the
volume of assets account of the creditor and the debtor. Provisions for bad
debt are treated as bookkeeping entries that are internal to the enterprise
and do not appear in the SNA except in the case of expected losses on
nonperforming loans, which appear as memorandum items in the balance
The wunilateral repudiation of debt by a debtor is also not a

sheets.

transaction and is not recognized in the SNA.

10.212 Capital transfers may take various other forms, of which some

examples are given below:
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a. Major payments in compensation for extensive damages or serious injuries
not covered by insurance policies. The payments may be awarded by courts of
law or settled out of court. They may be made to resident or non-resident
units. They include payments of compensation for damages caused by major

explosions, oil spillages, the side effects of drugs, etc.;

b. Exceptionally large insurance settlements in the wake of a disaster. For

more details on when this is the appropriate form of recording see chapter
17;

c. Transfers from government units to publicly or privately owned
enterprises to cover large operating deficits accumulated over two or more

years;

d. Transfers from central government to units at lower levels of government
to cover some, or all, of the costs of gross fixed capital formation or large

expenditure deficits accumulated over two or more years;

e. Legacies or large gifts inter vivos, including legacies to NPIs;

f. Exceptionally large donations by households or enterprises to NPIs to
finance gross fixed capital formation: for example, gifts to universities to
cover the costs of building new residential colleges, libraries, laboratories,

ete.;

g. Transfers of responsibility for pension entitlements, for example when

general government assumes responsibility for pensions provision from an
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employer;

h. Community built assets where responsibility for maintenance is then | h. 2 I = =7 ¢ BHEE L =& FEIZHOW T, T D% RFEAIEE BUF £ 7212 NPISH
assumed by government or by an NPISH. Mol & Z T 555,
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