Methodology for Compilation and Dissemination of Balance of Payments Statistics for Bosnia and Herzegovina
I General Notes 
The Central Bank of Bosnia and Herzegovina (hereinafter the CBBH), according to the Law on the CBBH, BH Statistics Law and the Memorandum signed between Agency for Statistics of BH and the CBBH, is in charge of compilation and dissemination of Balance of Payments statistics for Bosnia and Herzegovina (BH). Compilation and dissemination is done according to the internationally recognized standards, set by the International Monetary Fund (IMF) and most recently published in 2009 in the sixth edition of Balance of Payments and International Investment Position Manual (BPM6). Balance of Payments (BoP) represents a statistical report which systematically shows the values of economic transactions between residents and non-residents of the observed economy for a certain time period. The standard components of BoP, as presented in the BPM6, are goods and services account, primary and secondary income accounts, capital account and financial account. The different accounts within the balance of payments are distinguished according to the nature of the economic resources provided and received.
In the CBBH Balance of Payments compilation, four primary ways of compiling data are used, as it follows:

· Direct surveys (direct investment survey, trade credits and advance payments survey, transportation services, insurance and reinsurance services, PTT and telecommunication services, manufacturing services on physical inputs owned by others and airline services), 

· Statistical and administrative sources of data (publications of the ECB, BIS bank, OECD, EUFOR, money transfer organizations, embassies and international organizations in BH, and statistical bureaus of the countries from the region, and various BH state ministries, BH statistical institutions, pension and disability insurance funds, NOS - Independent System Operator, Service for Foreigner's Affairs, Directorate of Civil Aviation etc.),
· Statistics compiled in the CBBH (Monetary and Financial Sector Statistics, Government Finance and Financial Accounts Statistics, and data received from Banking Department, Cash Management Department, Monitoring and Analyses Department and Accounting and Finance Department),

· ITRS (International Transactions Recording System) –BH deposit taking corporations report on all operations (payment/receipts) which are carried out between residents and non–residents on the account of their clients. The report does not contain individual transaction data of bank clients but consists of monthly transaction data aggregated by transaction relatedness based on ITRS codes.

Reports on Balance of Payments are compiled on quarterly basis, and the deadline for publishing reports is the end of the current for the previous quarter. The deadlines for publishing reports are available in the calendar for publishing statistical data shown on the Web site of the CBBH.

In the preparation of the quarterly Balance of Payments, the data for the previous quarters of the current year are also revised, and in the preparation of annual reports, quarterly and annual data are revised for the total of three years backwards and methodological explanations are provided for significant data revisions.
Revisions of Balance of Payments reports are done for the following reasons:

· State institutions submit revised monthly and annual reports (Agency for Statistics of BH, BH Ministry of Finance and Treasury and similar), 

· Some institutions publish data with significant delays in relation to the reporting period (such as OECD, BIS bank etc.),

· Direct surveys conducted by the CBBH for previous period ends after the first publication of Balance of Payments data, so it is necessary to include these results through regular revisions, etc.
Balance of payments, in the CBBH publications and on the Web site, is shown in BH currency (convertible mark). Conversion of the value of transactions into the local currency is done by using the middle exchange rate published by the CBBH. For the known transactions, the values are calculated by using the exchange rate applicable on the transaction date. In the Balance of Payments compilation, wherever possible, market prices are used, i.e. the market values of transactions. 
II Balance of Payments Items
1. Current Account 
Conceptual Framework: The current account shows flows of goods, services, primary income, and secondary income between residents and non–residents. The current account balance shows the difference between the sum of exports and income receivable and the sum of imports and income payable (exports and imports refer to both goods and services, while income refers to both primary and secondary income).
1.1. Export and Import of Goods
Values of exports and imports of goods for the requirements Balance of Payments requirements are estimated on the basis of foreign trade statistics data, for whose compilation and dissemination is responsible BH Agency for Statistics (BHAS). The data taken over from BHAS are an adequate basis for the assessment and adjustment of data on imports and exports so that they can be harmonized with the recommended methodology for the requirements of the Balance of Payments regarding coverage and classification. The basic adjustments of foreign trade data are related to the classification adjustment, i.e. reduction of imports by the value of insurance and transport of goods (bringing imports from “CIF” to “FOB” parity). Values of international insurance and transport are included in adequate categories of services, direct insurance (insurance of goods) and appropriate category of transport (depending on the type of transport: road, air, sea, river, etc.). The calculation of the parameters necessary for bringing imports from "CIF" to "FOB" is based on data obtained through trade credits and advanced payments survey. Imports of goods from neighbouring countries are excluded from the total value of imports used for the classification adjustment.

The value of goods imported for processing and exported after processing and/or goods exported for processing and imported after processing, is excluded from trade in goods and they are covered by trade in services and presented as “net goods for processing”. In addition to the above, adjustment of foreign trade data to the Balance of Payments requirements means also estimate of unregistered foreign trade, and excluding of the value of trade in goods for the requirements of international organizations seated in BH.
1.2. Export and Import of Services 
Conceptual Framework: The time of recording of service entries is the time at which the service is delivered (for more details see the paragraph 3.47, BPM6).The classification is mainly product–based, but is transactor–based for travel, construction, and government goods and services. Thus, the classification of services is according to the type of service, rather than the unit that provides it. In accordance with applied methodology for compilation and dissemination of Balance of Payments and International Investment Position statistics (BPM6), service account includes the following: 
	MAIN SERVICE COMPONENTS (BPM6)

	Manufacturing services on physical inputs owned by others

	Maintenance and repair services n.i.e.

	Transport

	Travel

	Construction

	Insurance and pension services

	Financial services

	Charges for the use of intellectual property n.i.e.

	Telecommunications, computer, and information services

	Other business services

	Personal, cultural, and recreational services

	Government goods and services n.i.e.


1.2.1. Manufacturing services on physical inputs owned by others – includes processing, assembly, labelling and packing activities undertaken by enterprises that do not own the goods.

Through an annual survey on manufacturing services on physical inputs owned by others (lohn services) data necessary to calculate this type of service are collected. The list of companies engaged in lohn services is made by the BiH Indirect Taxation Authority. The concept of change of ownership over imported goods is a major determinant of the proper classification and distinction between international trade in goods and international trade in services. The value of goods where change of ownership occurs is covered by international trade in goods. The value of goods temporarily imported/exported without a change of ownership and processed is deducted from the total value of the trade in good 
Estimation of quarterly data for balance of payments purposes is based on foreign trade data taken from BHAS. Data on foreign trade obtained from BHAS are grouped in three categories of imports and three categories of exports of goods. Those categories are the following:
· Regular imports of goods 

–    Regular exports of goods
· Imports of goods for processing    
–    Exports of processed goods 

· Imports of processed goods

–    Exports of goods for processing 
In order to estimate value of manufacturing services on physical inputs owned by others , the obtained data is adjusted in terms of value and regarding the coverage according to the recommendations of the applied methodology.
1.2.2. Maintenance and repair services - include the maintenance and repair of ships, aircraft and transport equipment carried out by residents on goods owned by non-residents and vice versa. The data sources for this type of service are ITRS and the annual survey on transportation services.
1.2.3. Transportation Services – Transport is the process of transporting of people and objects from one location to another including related supporting and auxiliary services. Transportation services also include the postal and courier services. Transportation services are classified on the basis of mode of transportation (sea, air, or other which is further broken down into rail, road, internal waterway, pipeline, and space transport as well as electricity transmission) and on the basis of the type of transported goods (passengers or freight). Since 2008, income and expenditures on the basis of transportation of passengers or freight, and the value of the accompanying services, which together make the total value of transportation services, have been estimated on the basis of the results of the direct survey conducted by the CBBH annually. This survey covers all resident companies registered for performing services in the international road, rail and air traffic. Data collected from BiH airports, Directorate of Civil Aviation, Independent System Operator (NOS), etc. are used as an additional data source for transport service items that are not covered by the previously mentioned survey on transport services For the purposes of the quarterly reporting on balance of payments data are obtained by estimate based on the results of previous years, the quantities and values of imports and exports of goods for quarters for which the transport services are estimated, and the price movements of transport services in the consumer price index (published by the Agency for Statistics). Once the results of the survey are finalized, previously estimated values of transportation services are corrected in the regular revisions of the Balance of Payments. Estimated data are supplemented also by reports of the BH Ministry of Communications and Transport on air transport, and results of ITRS survey conducted also by the CBBH.
Postal and courier services, as a special category of transport services, include the pickup, transport and delivery of letters, newspapers, periodicals, brochures, parcels as well as post office counter services such as stamps, telegrams and mailbox rentals. Data are obtained from a quarterly direct survey on PTT services.
1.2.4. Travel – credits cover goods and services for own use or to give away acquired from an economy by non–residents during visits to that economy, debits cover goods and services for own use or to give away acquired from other economies by residents during visits to these other economies. The standard component breakdown of travel is between business and personal travel. Business travel covers goods and services acquired for personal use by persons whose primary purpose of travel is business. Personal travel covers goods and services acquired by persons going abroad for purposes other than business, such as vacations, participation in recreational and cultural activities, visits with friends and relatives, pilgrimage, education and health related purposes. According to the recommended IMF methodology, official data of statistical offices in BH and the neighbouring countries on arrivals and the number of tourist days of foreign tourists are a basis for estimating unregistered tourism, costs of stay of foreign staff in BH and daily shopping near the border. In addition to the mentioned sources, ITRS survey is also used, The UNESCO Database on Student Mobility and Service for Foreigner's Affairs data are used for estimation of travel for education purposes, while BHAS publications on health care are used to estimate travel services for health purposes.
1.2.5. Construction Services – cover the creation, renovation, repair, or extension of fixed assets in the form of buildings, land improvements of an engineering nature, and other such engineering constructions as roads, bridges, dams, and so forth. Construction works are divided into works in foreign countries and construction works in BH. For construction works in foreign countries, income of BH residents are obtained from BHAS with additional estimates based on information gathered from different sources (Web sites, publications etc.) and expenditures are obtained from ITRS survey. However, for the construction works in BH, i.e. works of non–residents in BH, the data from ITRS are used both for income and expenditures.
1.2.6. Insurance and pension services – These services include services of providing life insurance and annuities, non-life insurance, reinsurance, freight insurance, pensions, standardised guarantees, and auxiliary services to insurance, pension schemes, and standardised guarantee schemes. The process undertaken by insurers and pension funds include charging premiums, paying claims, and investing funds. It is necessary to rearrange these processes to identify separately service element. The total value of insurance and pension services is derived as the margin between the amounts accruing to the companies and the amounts accruing to the policy holders. In the case of BOP compilation for BH values of these services are obtained by direct survey of all resident insurance and reinsurance companies and through the ITRS survey. An additional data source for the direct insurance component - freight insurance is the international trade in goods data (part from "CIF" - "FOB" adjustments) and data collected through the trade credits and advanced payments survey.
1.2.7. Financial services – Financial services cover financial intermediary and auxiliary services, except insurance and pension funds services. Here are usually included services provided by banks and other financial corporations. These include deposit taking and lending, letters of credit, credit card services, commissions and charges related to financial leasing, factoring, underwriting and clearing of payments. Financial advisory services, custody and financial assets or bullion, financial assets management, monitoring services, liquidity provision services, risk assumption services other than insurance, merger and acquisition services, credit rating services, stock exchange services, and trust services. Data source for this type of service is ITRS survey and calculation of FISIM (Financial intermediation services indirectly measured) is based on combination of sources: reports from CBBH accounting department, FDI survey, statistics of monetary and financial sector as well as statistics of external debt and government sector.
1.2.8. Charges for the use of intellectual property n.i.e. – Charges for the use of intellectual property n.i.e include: charges for the use of property rights (such as patent, trademarks, copyrights, industrial processes and designs including trade secrets, franchises). These rights can arise from research and development, as well as from marketing; and charges for licenses to reproduce or distribute intellectual property embodied in produced originals or prototypes (such as copy rights on books and manuscripts, computer software, cinematographic works, and sound recordings) and related rights (such as for live performances and television, cable or satellite broadcast). Charges for the use of intellectual property n.i.e., for compilation of BOP, are taken from ITRS.    
1.2.9 Telecommunication, computer and information services – Computer and telecommunication services are defined in terms of the nature of the service, not the method of delivery. Only amounts payable/receivable for transmission should be included and not the content of transmission. Telecommunication services are compiled from a survey on a quarterly basis, conducted by the CBBH for all BiH resident companies providing mobile and landline telephony, Internet and cable television services in BiH. Computer services are collected from an administrative source while information services are collected through ITRS.
1.3.0. Other business services –include several different types of services (research and development; professional and management consulting services; technical, trade related and other business services), which division is prescribed by the sixth edition of the IMF Balance of Payments Manual (BPM6). For calculation of these services, a unique statistical survey based on data from the ITRS and the CBBH direct survey for international transportation services (operating leasing) are used.
1.3.1. Personal, Cultural and Recreational Services - consists of two components: audio-visual services (production of films, music, radio and television programs), the source of data is direct survey on PTT services, and personal services covering health, education, heritage, recreational and other personal services for which the data source is ITRS survey.
1.3.2 Government goods and services – according to BPM6 methodology government and international organization enclaves are not residents of the territory in which they are physically located and are treated as non-residents. The goods and services provided to embassies, consulates, military units, defence agencies and other official government entities are covered by this type of service. The source of data on costs and expenditures of BiH embassies and consulates abroad is the BiH Ministry of Foreign Affairs, while revenues or payments are estimated based on the number of foreign embassies and international civil and military units in BiH.
1.3. Primary Income
Conceptual Framework: The primary income account shows primary income flows between resident and nonresident institutional units. According to the IMF methodology (BPM6), there are two kinds of primary income, income associated with the production process (compensation of employees, taxes and subsidies on products) and income associated with the ownership of financial and other nonproduced assets. Property income is the return for providing financial assets (that is investment income) and renting natural resources. Investment income consists of dividends and withdrawals from income of quasi(corporations, reinvested earnings, and interest. 
Compensations of employees are estimated within income on the basis of aggregated data on the number of BH residents employed in the international organizations and embassies in BH and paid salaries and compensations for their work. Salaries and wages of BH residents on seasonal and occasional work abroad are also included in compensations of employees. Within expenditures, the data on the number of seasonal and occasional nonresidents working in Bosnia and Herzegovina, and data on nonresidents temporarily employed in BH diplomatic and consular missions.
Investment income (from direct, portfolio and other investment) is recorded based on the results of survey on foreign investments in BH and survey on trade credits for BH companies engaged in imports and exports of goods. Together with above mentioned income this category includes income of monetary authorities, having the CBBH accounting office as source of data. Based on results of surveys, data on dividends, reinvested earnings, interest from outward direct investment, interest earned on investing in debt securities within portfolio investments, interest on deposits with nonresidents and interest on trade credits are recorded as income. As expenditure, using the same sources, are recorded paid dividends and reinvested earnings to direct investors, payment of interest on loans, deposits, intercompany loans and trade credits.  In addition to the above on the expenditure side in the category of other investments is also repayment of interest on public debt of the government sector according to the data of the BH Ministry of Finance and Treasury.
 1.4. Secondary Income  

Conceptual Framework: The secondary income account shows current transfers between residents and non–residents. Whereas primary income affects national income, secondary income, together with primary income, affects gross national disposable income. Current transfers can be further classified by institutional sectors receiving or providing the transfers. A transfer is an entry that corresponds to the provision of goods, services, financial assets, or other nonproduced assets by an institutional unit to another institutional unit when there is no corresponding return of an item of economic value. It means that an institutional unit giving transfer does not get anything in return. The international accounts classify the following types of current transfers: Personal transfers and Other current transfers. Personal transfers consist of all current transfers in cash or in kind made or received by resident households to or from non–resident households. Personal transfers thus include all current transfers between resident and non–resident individuals, independent of the source of income of the sender and the relationship between the households. Workers’ remittances are current transfers made by employees to residents of another economy. 

As revenue of current transfers for the General government sector grants are recorded through different projects financed by official donors (single countries or international organisations). Annual data on official aid to the development of BH are published by OECD for DAC members, while other grants and aids are estimated on the basis of data obtained from local institutions, and data on donors present in BH. Regarding expenditure of current transfers, under item Social contributions for General government, payments of entity pension funds to non–residents are recorded (payments to persons who gained the right on pension payments in BH).
Transfers of other sectors include personal and other transfers.  Data sources for a segment of personal transfers through formal channels, both for inflows and outflows, are deposit taking corporations (ITRS survey) and data obtained from money transfer organisation. The remaining part of transfers from abroad, i.e. segment received through informal channels is estimated by the CBBH, using, as additional sources of data, the data of BH Agency for Statistics and BH Ministry of Human Rights and Refugees. Mainly, inflows of other transfers include social payments from foreign countries pension funds, while the remaining are transfers arising as a secondary consequence of life insurance. Data on pensions from abroad are compiled from deposit taking corporations (through ITRS survey), while the data on insurance and reinsurance are obtained through a direct survey conducted by CBBH.  Coverage of this survey is complete, meaning that the data is obtained from all registered and operating insurance and reinsurance companies in BH.
2. Capital Account  

Conceptual Framework: The capital account in the international accounts shows (a) capital transfers receivable and payable between residents and non–residents and (b) the acquisition and disposal of nonproduced, nonfinancial assets between residents and non–residents. Capital transfers are transfers in which the ownership of an asset (other than cash or inventories) changes from one party to another; or which obliges one or both parties to acquire or dispose of an asset (other than cash or inventories); or where a liability is forgiven by the creditor. Capital transfers are classified as transfers related to the government sector and those related to other sectors (including financial corporations, nonfinancial corporations, households, and NPISH).   

In BH Balance of Payments, for the General government sector, only the income items of capital transfers, as a part of total development aid to BH, are currently recorded, and data on possible debt forgiveness are also recorded.   Estimates of capital transfers are done using annual data published by OECD, and other grants and aids estimated on the basis of data obtained from local institutions, and also directly from donors present in BH. Out of the total grants, the share of capital is estimated, while the remaining is related to current transfers (see 1.4 Secondary Income). Capital transfers to other sectors include estimated transfers of migrant workers in non–monetary form; they are estimated based on data of the total amount of personal transfers, and the data obtained through a survey conducted by BHAS (such as Household budget survey).
Net lending / net borrowing (balance from current and capital account)

According to the new methodology of the IMF (BPM6), a balancing item is presented in the Balance of Payments, net lending (+)/net borrowing (–), i.e. balance from the current and capital accounts. The balance actually represents the sum of the differences of net claims and net liabilities in goods and services account, primary income, secondary income and capital account.
3. Financial Account
Conceptual Framework: The financial account records transactions that involve financial assets and liabilities and that take place between residents and non–residents. The financial account indicates the functional categories, sectors, instruments, and maturities used for net international financing transactions. The overall balance on the financial account is called net lending/net borrowing. Net lending means that, in net terms, the economy supplies funds to the rest of the world, while net borrowing means the opposite. The standard components of financial account include direct investment, portfolio investment, financial derivatives (excluding reserve), other investments and reserve assets. 
3.1. Direct Investment (DI)
Conceptual Framework: Direct investment is a category of cross–border investment associated with a resident in one economy having control or a significant degree of influence on the management of an enterprise that is resident in another economy. As well as the equity that gives rise to control or influence, direct investment also includes investment associated with that relationship, including investment in indirectly influenced or controlled enterprises, investment in fellow enterprises, debt, and reverse investment. Control or influence may be achieved directly by owning equity that gives voting power in the enterprise, or indirectly by having voting power in another enterprise that has voting power in the enterprise. Immediate direct investment relationships arise when a direct investor directly owns equity that entitles it to 10 present or more of the voting power in the direct investment enterprise. Indirect direct investment relationships arise through the ownership of voting power in one direct investment enterprise that owns voting power in another enterprise or enterprises. Direct investment covers most financial transactions and positions between affiliates resident in different economies. Investment income associated with direct investment positions is also included in direct investment. Standard components of direct investments are equity and debt instruments. Reinvested earnings are recorded as separate financial account item of direct investment equity. Reinvestment of earnings arising from a direct investor’s equity in its direct investment enterprise is recorded as an imputed financial account entry. It is the corresponding entry and equal to reinvested earnings, which is an item in the primary income account. Reinvestment of earnings may be negative in some cases, for example, in case of losses by the direct investment enterprise or if dividends payable in a period are larger than net earnings in that period. Just as positive reinvested earnings are treated as being an injection of equity into the direct investment enterprise by the direct investor, negative reinvested earnings is treated as a withdrawal of equity. 
Since 2004, CBBH has conducted a regular quarterly (on a sample that includes companies with higher investment amounts, as well as all new enterprises with a stock of direct investment greater than KM 100,000 in that quarter) and annual (full coverage of companies with DI exceeding a KM 100,000 threshold) direct survey on DI in BH. The survey includes financial and non–financial corporations which have, or are assumed to have, foreign investments from abroad, which invest abroad or are borrowing funds from foreign countries. For the companies with direct investment below than the mentioned threshold, CBBH makes estimates based on data obtained by courts of registered foreign capital in BH. Direct investments, by their nature, are shown as net financial assets and net financial liabilities. According to the new IMF methodology retained earnings are recorded in the period it is earned on a quarterly basis. In addition to collecting data on direct investment liabilities, the survey also included companies with significant direct investment abroad based on data obtained from the Ministry of Foreign Trade and Economic Relations of BH. For more detailed methodological explanations on DI in BH, see the following link: Statistics of Direct Foreign Investments.
3.2. Portfolio Investment
Conceptual Framework: Portfolio investments are defined as cross border transactions and positions involving debt or equity securities, other than those included in direct investment or reserve assets. Foreign investment in equity in percentage lower than 10% of voting power is considered a portfolio investment. Equity not in the form of securities (e.g., in unincorporated enterprises) is not included in portfolio investment; it is included in direct or other investment. Portfolio investment covers, but is not limited to, securities traded on organized or other financial markets. Portfolio investment may be presented by instrument, original or remaining maturity, or institutional sector.
The direct investment survey in BH is developed with the ability to compile data on portfolio investments as well. However, compilation of portfolio investment data in this respect is incomplete regarding coverage and it includes only portfolio investment liabilities of those companies which have direct investments. As an additional data source for foreign assets and liabilities of banks and other financial intermediaries, monetary and financial statistics data are used. Assets of monetary authorities in the form of debt securities are included in reserve assets. Regarding liabilities of General government sector, available data are international government bonds issued in the debt rescheduling process, and on one occasion government bonds issued abroad. The data on these transactions are obtained from Government Finance and Financial Accounts Statistics Section. To a smaller extent, the data on the flows of portfolio investments are compiled by ITRS (data on buying and selling of securities which banks carried out on behalf of their clients).
3.3. Financial Derivatives 

Conceptual Framework: A financial derivative contract is a financial instrument that is linked to another specific financial instrument or indicator or commodity and through which specific financial risks (such as interest rate risk, foreign exchange risk, equity and commodity price risk, credit risk, and so on) can be traded in their own right in financial markets.

Data on financial derivatives are collected through survey on DI in BH using a form that contains a separate section relating to transactions of financial derivatives. 
3.4. Other Investments 

Conceptual Framework: If transactions are not included as assets or liabilities of direct or portfolio investments, or reserve assets, these belong to the residual category of investment (Other investments) and are classified as follows:
· Other equity
· Currency and deposits 
· Loans
· Nonlife insurance technical reserves, Life insurance and annuity entitlements, transactions related to pensions 

· Trade credit and advances  

· Other accounts receivable/payable 

· Allocations of SDR (excluding SDR holdings which is part of reserve assets) 
Other investments, as well as other items in the financial account, are presented in terms of financial assets and financial liabilities. Financial assets for deposit taking corporations and other financial intermediaries sector are obtained from monetary statistics data on commercial banks’ foreign assets. Data on foreign assets of other sectors are obtained from the CBBH reports – Monitoring and Analysis Department on deposits of government and government institutions in foreign currency, BIS bank data on deposits and loans of BH nonbanking sector with nonresidents, results of survey on DI on loans of nonfinancial enterprises and estimates of other foreign assets components for other sectors. Claims of BH companies on the basis of the approved trade credits and advance payments to nonresidents are compiled through direct survey conducted by the CBBH on trade credits and advance payments. Also additional data for this category is obtained from CBBH monetary statistics for deposit taking corporations and from the survey on payments of insurance premiums in foreign countries. Data are supplemented through a survey and estimates conducted by CBBH on the inflow of foreign cash on other bases (renting fees and wages to residents by nonresidents, financing unregistered imports of goods, private trips to foreign countries, cash holdings and conversion of foreign currency into the local currency independent to the banking system).
Net financial liabilities of other investments represent transactions regarding loans and credits which nonresidents provide to the general government sector, financial organizations and nonfinancial companies (drawing of new loans, trade credits and advance payments, intercompany lending, and repayment of principal regarding liabilities incurred in such a way). Also, life insurance premiums received from nonresidents are recorded in this category. Data sources for these transaction are BH Ministry of Finance and Treasury (drawing of new loans and repayment of principal for the government sector), data compiled by CBBH (monetary statistics data for banking sector and sector of other financial institution, trade credits and advance payments of nonresidents to BH companies compiled through a direct survey, BH nonfinancial sector debt data collected through DI survey, and liabilities for life insurance and reinsurance), and estimates of loans taken from nonresidents based on BIS Bank data and entity ministries of finance.
3.5. Reserve Assets


Conceptual Framework: Reserve assets are those external assets that are readily available to and controlled by monetary authorities for meeting balance of payments financing needs, for intervention in exchange markets to affect the currency exchange rate (due to Currency Board arrangement monetary policy, it is not relevant for BH), and for other related purposes (such as maintaining confidence in the currency and the economy, and serving as a basis for foreign borrowing). Reserve assets must be foreign currency assets and assets that actually exist. Potential assets are excluded. The basic composition of reserve assets and reserve–related liabilities include: Monetary gold, Special Drawing Rights holdings, Reserve position in the IMF, Other reserve assets (Currency and deposits, Claims on monetary authorities and Claims on other entities, Securities, Financial derivatives and Other claims). Reserve–related liabilities to non–residents are short–term (on a remaining maturity basis) and recorded as memorandum items (also not relevant for BH). 
Reserve assets data, i.e. flows of international reserves, are obtained from the CBBH Banking Department, Monitoring and Analyses Department and Accounting Department, as follows:
· Report on foreign reserves balance and compliance with CBBH foreign reserves management guidelines,

· Financial effects of holding monetary gold presentation, 

· Report on maturity, buying and selling of debt and equity securities, 

· Report of Monetary and Financial Statistics on Reserve Position at the IMF.
 3.6. Net Errors and Omissions   
Recording of all Balance of Payments items is based on the double entry basis, where all the differences between total inflow and outflow in net values are presented as net errors and omissions. Net errors and omissions result from inadequate or incorrect valuation of transactions (errors) or inadequate coverage of some transactions (omissions).
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