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SUMMARY OF MISSION OUTCOMES AND PRIORITY 

RECOMMENDATIONS 
1.      A technical assistance (TA) mission was conducted by Mr. Deon Tanzer, the 
government finance statistics (GFS) advisor1 for South East Europe during the period 
February 18–22, 2019, to support the Bosnia and Herzegovina authorities, with a specific 
focus on the Republika Srpska (RS), in improving GFS for decision making. This mission was 
conducted within the context of the second phase of the Swiss State Secretariat for Economic 
Affairs (SECO) GFS capacity building project. The mission met with officials from the Ministry of 
Finance of the Republika Srpska (MOF RS), and the Republika Srpska Institute of Statistics (RZS). 

2.      The mission would like to thank the staff of the Republika Srpska authorities for 
their courtesy and willingness to share their knowledge with the mission. It is especially 
grateful to the staff of the MOF RS for their invaluable assistance in organizing the mission  
(see Section E for the list of officials met during the mission). 

3.      The mission was a follow-up to the October 2018 GFS TA mission, conducted by the 
GFS advisor. This mission’s focus was to finalize the reconciliation processes, to update the 
compilation process Highways, Roads, and the Development Bank of the Republika Srpska 
(IDBRS) for fiscal surveillance, to continue developing a compilation process for other 
nonbudgetary public sector units, to initiate the development of consolidation procedures, and 
to discuss classification questions in context of GFS compilation per the European System of 
National and Regional Accounts 2010 (ESA 2010) and the Government Finance Statistics Manual 
2014 (GFSM 2014). In the Bosnia and Herzegovina context, the mission aims to support 
integrated Bosnia and Herzegovina GFS compilation to Eurostat and the IMF as sent by the 
Central Bank of Bosnia and Herzegovina (CBBH)2 to Eurostat. This includes the ESA 2010 
transmission programme (ETP) and the GFS Yearbook tables. 

4.      On developing reconciliation processes, work was continued on reconciling the 
financial result with relevant items in the balance sheet [A], and on reconciling stock and flows of 
groups of balance sheet items [B]. These both serve as fundamental steps in the compilation of 
GFS. [A] is required to ensure that fiscal balance reconciles with financing, whereby the statistical 
discrepancy3 can be eliminated or minimized. [B] aims to clearly explain changes in the value of 

 
1 The GFS Advisor for South East Europe is hosted by the Center for Excellence in Finance, Ljubljana, Slovenia. 
2 The CBBH currently compiles consolidated Bosnia and Herzegovina GFS data sent to the IMF and sent to 
Eurostat on an experimental basis. The project is geared toward including and integrating sound GFS compilation 
processes of the Brčko District, the Federation of Bosnia and Herzegovina, the Republika Srpska, and the national 
institutions into a unified process. Currently no agreement is in place among these compiling institutions on a 
future division of labor, integration of processes, and the associated quality checks. 
3 In the sequence of accounts as described by the System of National Accounts 2008 (SNA 2008), ESA 2010, and 
the GFSM 2014 framework, the government deficit or surplus is equivalent to the concept ‘net lending (+)/net 
borrowing (–)’ (NLB). In fiscal analysis, NLB is also referred to as the fiscal balance. Conceptually, the deficit or 
surplus should equal the concept —the net acquisition of financial assets minus the net incurrence of liabilities. 
Any difference between these two concepts is called the statistical discrepancy. 
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assets and liabilities through (recorded) transactions and other economic flows (without any 
differences), further ensuring consistency in the GFS framework. Since the October 2018 mission, 
the MOF RS tied some loose ends to resolve differences between the concept GFS data and fiscal 
surveillance data sent to the IMF’s European Department (EUR); the MOF also liaised 
intermittently with the GFS Advisor on resolving issues. This led to some additional adjustments 
in the recording of revenue, expenditure and financing transactions, whereby these data can now 
be fairly aligned. 

5.      Further on developing reconciliation processes, the mission provisionally finalized 
research to establish reconciliation procedures, without fully eliminating statistical discrepancies. 
A key challenge is the complex composition of the underlying accounting which has proven 
arduous to unravel. Nonetheless, the compilation and reconciliation procedures can be usefully 
implemented for quarterly and annual GFS reporting to Eurostat and the IMF’s Statistics 
Department as a step towards sound and consistent GFS.4 As an extension on this, these 
processes can be incorporated into the compilation of quarterly fiscal surveillance files sent to 
EUR. However, ongoing work is needed to rationalize the underlying accounting whereby the 
understanding of underlying economic data, composition of accounts and accounting 
consistency can be simplified. GFS compilation procedures can be simplified if a pure 
unit-by-unit compilation is feasible. See Section A. ‘Reconciliation Processes’. 

6.      On incorporating, separately, the compilation process of Roads, Highways, PE 
Forests RS and the IDBRS, the mission compiled 2015 and 2016 data per GFSM 2014 for these 
units using the same approach for nonbudgetary public sector units developed in previous 
missions. The compiled data were largely reconciled in line with reconciliation processes [A] and 
[B]. These data were also compared with data used in compiling the budget balance sheet as 
well as for fiscal surveillance transactions. The balance sheet data only show some 
correspondence, while the transactions data are more closely aligned, whereby NLB data in these 
files indicate somewhat different deficits than in fiscal surveillance. See Section B. ‘Compilation of 
Roads, Highways, PE Forests RS, and IDBRS’. 

7.      On the compiling of nonbudgetary public sector units, the mission continued the 
development of compilation processes as started during the May 2018 mission. These processes 
are being developed by translating financial statements of these entities into the GFSM 2014 and 
ESA 2010 frameworks conform a standardized process. The RZS, with the support of the MOF, 
compiled 15 additional units since the October 2018 mission. This mission reviewed the 
outcomes and completed the reconciliation process for some of these units. As next steps, the 
mission developed and documented detailed process steps to reconcile data. See section C.   
‘Compilation of Extrabudgetary Units’.  

8.      On consolidation, the mission initiated the development of a GFS consolidation process 
and discussed key principals that are followed in this process. The GFS Advisor reviewed current 
consolidation in the fiscal surveillance file and recommended improvements in the approach. 

 
4 See footnote 2 on current and potential future compilation responsibilities. 
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As an extension of this, the mission discussed the concept of attributing collected tax to the 
receiving unit. See Section I. D. ‘Consolidation’. 

9.      On other issues, since the October 2018 mission, an official from the MOF Accounting 
Department and an official from the MOF Treasury Department have left their respective 
departments and thereby are no longer active in the project. The MOF Accounting Department 
has employed a new official who is relatively new to GFS. The Head of Treasury department has 
replaced the Treasury Department official for this project. 

Table 1. Bosnia and Herzegovina, Republika Srpska: Priority Recommendations 

Target Date Priority Recommendation Responsible Institutions 

TBD 
Publish the list of general government and public 
sector units, with a note that the subsector 
classification is pending.5 

Agency for Statistics of 
Bosnia and Herzegovina 

(BHAS), RZS RS 

TBD 
Transition fiscal surveillance reporting to EUR per 
the GFSM 2014 framework and conform the revised 
reconciliation procedure. 

MOF RS 

September 
2019 

Complete reconciliation of outstanding 
extrabudgetary units and develop the detailed level 
of recording. 

RZS, MOF RS, GFS Advisor 

 

DETAILED TECHNICAL ASSESSMENT AND 

RECOMMENDATIONS 

A.   Reconciliation Processes 

10.      Reconciliation is a fundamental step in the compilation of GFS. The process entails 
translating the logic of accounting frameworks into the logic of the GFS framework. First, by 
verifying the link between revenue and expense flows with reciprocate balance sheet flows [A]. 
Second, by separately identifying, from accounting records, transactions and other economic 
flows, and thereafter verifying the link of these flows with the changes in the stock of the related 
balance sheet account [B].  

Reconciliation Process [A] 

11.      The goal of reconciliation process [A] is to ensure that net lending (+) / net 
borrowing (-), also known as the fiscal balance, links with financing with the minimum 

 
5 This is a recommendation still pending completion of Phase 1 of the SECO-funded GFS implementation project.  
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difference possible, and thereby minimizing the so-called statistical difference.   
The Republika Srpska uses accrual accounting, whereby the financial result from the income 
statement is reconciled against a related account in the balance sheet the ‘Own Sources and 
Funds’ account.  

Reconciliation Step [B] 

12.      The goal of reconciliation process [B] is to ensure that recorded transactions can be 
linked up with recorded stock values for distinct balance sheet items. In the context of 
accrual accounting used in the Republika Srpska, recording per the double accounting principle, 
this link should be discerned directly from the accounting records. This is because all 
transactions, albeit revenue, expense, acquisitions, repayments, revaluations, provisions, etcetera 
are recorded with an exact counterpart in the balance sheet. GFS would require revaluations to 
be recorded as other economic flows; unwind transactions like provisions and reserve 
accounting; and adjust valuations, where the accounting standards differ with GFS in this respect. 

Continued Development 

13.      The advisor and the RS authorities evaluated the GFS reconciliation process [A], and 
[B] as developed in the concept GFS compilation file during and after the May 2018 
mission. The file translates integrated financial statement data of the Republika Srpska budget 
and, step-by-step, compiles GFS data per the GFSM 2014 framework. The process is explained in 
the October 2018 report and was found to resolve reconciliation process [B], but still led to 
statistical discrepancies associated with reconciliation process [A].  

14.      In parallel, the file compares outcomes with the fiscal data sent to EUR using the 
Harmonized Reporting Template (HRT) per the GFSM 2001 framework. A key objective is to 
ensure GFSM 2014 outcomes are as sound as possible and, as a spin-off, to update the HRT 
compilation process with any new insights. The MOF, item-by-item, updated the HRT 
compilation of revenue and expenditure per the insights gained in this research, whereby the 
differences visible in Table 2 are nearly eliminated. After the HRT updates, revenue and expense 
data are now closely aligned, while net investment in nonfinancial assets data show a difference 
of between -4.4 and +7.0 million KM each year. 

15.      This means that if HRT is revised per these insights the NLB will increase by 46.1, 
0.9, and 23.4 million KM over 2014, 2015, and 2016 respectively. See Table 2. A significant 
source of changes stems from including 47 and 77 chart of accounts (COA) items listed in 
Table 2, but also from recording nonfinancial transactions using an indirect approach.  

16.      However, differences in financing data are not resolved. Past research as indicated 
that alignment is cumbersome to achieve, in part because of the differing approaches used—
HRT uses data from an auxiliary table ‘Periodic Report on Expenditure by Accounting Funds’, 
while the concept file uses an indirect approach to determine transactions (See Box 1). 
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Box 1. Calculating Balance Sheet Transactions Using the Indirect Approach 

 
17.      The differences in ‘new’ (per the GFSM 2014 framework) and ‘old’ (per the existing 
HRT) data can be explained by some key changes in the compilation process:   

a. ‘New’ data are compiled using integrated financial statements. Hereby, transactions 
related to Roads, Highways, and PE Forests RS (RH&F) and the Development Bank of the 
Republika Srpska (IDBRS) are unraveled from the Republika Srpska budget data and 
thereby not yet included in this presentation (and will be included at a later compilation 
stage).  

b. Balance sheet transactions are calculated indirectly per formula [1], instead of directly 
using transactions recorded under COA items 5, 6, 8, and 9. This impacts the calculation 
of transactions of financial (COA 6 and 9) and nonfinancial (COA 5 and 8) assets. 
The significant changes in outcomes (for example, consumption of fixed capital) require 
additional research into the underlying accounting. 

c. The recording of revenue, expenditure, and financing transactions changed with the 
update of the bridge from the COA and to GFSM 2014 conducted during this project, 
whereby some items have changed classification. This includes COA line-items 47 and 77 
(see also paragraph 18) 

The indirect approach calculates financial transactions (TR) by subtracting other price 
changes (OPCs) and other volume changes (OVCs) from the net flow between the opening 
balance (OB) to the closing balance (CB) for each asset and liability account—See formula [1].  

TR = CB – OB – OPCs – OVCs   [1] 

OPCs are identified by requisite revenue and expenditure COA items.  

OVCs are determined for each balance sheet item where a government unit is newly 
consolidated into the Republika Srpska budget (or redefined outside the Republika Srpska 
budget).  

In principle, the TR recorded in the direct approach should match with the indirect approach, 
but past research proved that the accounting data are complex to unravel and match neatly. 
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Table 2. Republika Srpska Budget: Comparison Revenue and Expenditure, Revised ‘New’ GFSM 2014 Framework Data and 

‘Old’ HRT data 
(Million KM, 2014–2016) [CONCEPT DATA] 

 

 

1 Revenue 1,763.9 1,757.1 6.7 1,877.4 1,856.7 20.8 2,651.2 2,619.4 31.8

11 Taxes  1,415.6 1,415.6 0.0 1,496.0 1,496.0 0.0 1,568.1 1,568.1 0.0

12 Socia l  contributions  42.6 42.6 0.0 73.9 73.9 0.0 779.6 779.4 0.2

13 Grants  35.0 31.9 3.1 29.0 25.1 3.9 17.6 15.0 2.6

14 Other revenue 270.6 267.0 3.6 278.6 261.7 16.9 286.0 257.0 29.0

2 Expense 1,926.6 1,802.9 123.7 1,859.7 1,750.7 109.0 2,656.7 2,511.7 144.9

21 Compensation of employees  717.9 718.0 0.0 735.2 735.2 0.0 746.8 746.8 0.0

22 Use of goods  and services  171.8 163.0 8.8 164.7 155.1 9.6 155.4 148.3 7.1

23 Consumption of fixed capi ta l  65.1 65.1 67.1 67.1 65.7 65.7

24 Interest 68.5 68.4 0.0 80.5 80.5 0.0 94.5 94.5 0.0

25 Subs idies  99.8 99.8 0.0 94.4 94.4 0.0 98.9 98.9 0.0

26 Grants  394.0 361.6 32.4 396.6 373.2 23.3 226.7 156.6 70.0

27 Socia l  benefi ts  288.8 327.5 -38.7 271.1 271.1 0.0 1,227.6 1,227.6 0.0

28 Other expense 114.7 64.7 50.0 50.1 41.2 8.9 41.1 39.0 2.0

GOB Gross  operating ba lance (1-2+23) -97.6 -45.8 -51.8 84.8 106.0 -21.2 60.3 107.7 -47.4

NOB Net operating ba lance  (1-2) -162.7 -45.8 -116.9 17.7 106.0 -88.3 -5.4 107.7 -113.1

31 Net/gross investment in nonfinancial assets 27.9 191.0 -163.1 29.3 116.7 -87.4 1.3 137.8 -136.5

2M Expenidi ture 1,954.5 1,993.9 -39.4 1,889.0 1,867.4 21.6 2,658.0 2,649.6 8.4

NLB Net lending (+) / Net borrowing (-) (1-2-31) o   -190.6 -236.8 46.1 -11.6 -10.7 -0.9 -6.8 -30.2 23.4

FIN Financing (32-33) -221.1 -237.3 16.2 19.1 -15.2 34.3 -5.0 -29.0 24.0

32 Net acquisition of financial assets 129.7 59.1 70.5 123.7 60.9 62.8 95.5 89.7 5.8

33 Net incurrence of liabilities 350.8 296.4 54.4 104.6 76.1 28.5 100.5 118.7 -18.2

NLBz Overa l l  s tati s tica l  discrepancy (NLB-FIN) 30.5 0.5 30.0 -30.7 4.5 -35.2 -1.8 -1.2 -0.6

2014

GFSM 2014 HRT Difference

2016

GFSM 2014 HRT Difference

2015

GFSM 2014 HRT Difference
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18.      The update of the bridge from the COA to GFSM 2014 and ESA 2010 has adjusted 
the recording of COA line-items 47 and 77 COA. In the current HRT compilation process these 
items are excluded. Previous insights noted that these relate to specific accrual recordings and 
were recommended to be excluded in compiling HRT. However, the research conducted over the 
course of the project indicates that some items are revenue and expense items aligned with the 
GFSM 2014 framework, others relate to OPCs and should be recorded as part of balance sheet 
flows (see also paragraph 17. b), while items related to provisions should be unwound rather 
than excluded. Table 3 provides an overview of the classifications per ESA 2010 and GFSM 2014 
frameworks. 

 Table 3. Republika Srpska: Recording Revenue and Expense per GFSM 2014 and ESA 2010 

Economic Code Description 
Economic Code 

Flow type 
GFSM 2014 
Code 

ESA 2010 
code Inflow Outflow 

Revenue / costs of realized inventories* 7711 4711 TR 1421/22 P2 

Amortization expenses*   4712 TR 23 P51C 

Revenue adjustments for gains in inventory value 7712   OPC 412 K72 

Revenue from the release / accrual expense for provisions * 7713 4713 # # # 

Financial revenue / expenses of an accounting character 7714 4714 OPC 4304 K72 

subtract: part financial revenue / expense of an accounting character 7714a 4714a OPC 411 K72 

subtract: part financial revenue / expense of an accounting character * 7714b 4714b TR 211 D11 

Gain / losses on the value adjustment of property 7715 4715 OPC 411 K72 

Gain / losses on the disposal of assets 7716 4716 OPC 411 K72 

Assistance in kind revenue / expense * 7717 4717 TR 1312/2632 D92 

Other revenue / expenses of an accounting character 7719 4719 TR 14412/2632 D92 

subtract: part other revenue / expense of an accounting character 7719 4719 OPC 4208 K72 

Legend           
OPC  Other price changes           
TR     Transactions           
#       Provisions require adjustments to reflect time of recording           
*          Record as revenue / expense transactions per GFSM 2014           

 

19.      A further outcome of this process is that balance sheet data can be compiled in line 
with the ESA 2010 and GFSM 2014 frameworks. An important note here is that valuation, 
recognition, and instrument coverage criteria used to compile Republika Srpska financial 
accounts have not been tested on the extent that these overlap with ESA 2010 and GFSM 2014. 
See Table 3 for 2014–2016 data. Importantly, these data currently exclude the balance sheets of 
the RH&F, IDBRS, local government, some social security funds, and extrabudgetary units. See 
Section B on compiling concept data that can be used to include and consolidate some of these 
entities to the general government presentation as a subsequent step in the compilation process.  
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Table 4. Republika Srpska Budget, Balance Sheet per GFSM 2014, 
(Million KM, 2014–2016) [CONCEPT DATA] 

 

20.      As described in paragraph 16, a comprehensive stocks-and-flows reconciliation and 
presentation is possible for the comprehensive balance sheet. Hereby, it is possible to get 
insights into the position of the budgetary government, assets and liabilities. It is also possible to 
gain insights into additional underlying factors leading to the changes in the value of debt 
besides the contribution from NLB. See also Table 5.6  

a. During 2015, the central debt increased by almost 200 million KM. This is largely explained by 
a net incurrence of debt of approximately 100 million KM and revaluation of loans debt— 
probably through exchange rate devaluations. 

 
6 These data are subject to qualification because OPCs for assets need to be assessed further and will probably 
reallocated to other assets with additional research. 

2014 2015 2016

61 Nonfinancial assets 2,765.9 3,116.9 3,138.5

611 Fixed assets 1,540.3 1,597.1 1,604.1

612 Inventories 3.2 3.1 2.9

613 Valuables 6.3 6.4 6.5

614 Nonproduced assets 1,216.1 1,510.3 1,524.9

62 Financial assets 2,988.7 2,892.7 3,392.2

6201 Monetary gold and SDRs 0.0 0.0 0.0

6202 Currency and deposits 236.3 241.5 223.2

6203 Debt securities 0.0 0.0 0.0

6204 Loans 1,409.2 1,397.1 1,443.3

6205 Equity and investment fund shares 1,056.2 977.8 1,256.8

6206 Insurance, pension, and standardized guarante   0.0 0.0 0.0

6207 Financial derivatives and employee stock optio  0.0 0.0 0.0

6208 Other accounts receivable 287.1 276.3 468.9

63 Liabilities 5,034.4 5,233.6 5,609.3

6301 Special Drawing Rights (SDRs) 0.0 0.0 0.0

6302 Currency and deposits 0.0 0.0 0.0

6303 Debt securities 929.6 1,076.9 1,266.3

6304 Loans 3,249.8 3,317.5 3,458.5

6305 Equity and investment fund shares 0.0 0.0 0.0

6306 Insurance, pension, and standardized guarante   0.0 0.0 0.0

6307 Financial derivatives and employee stock optio  0.0 0.0 0.0

6308 Other accounts payable 855.0 839.2 884.5

6M2 Net financial worth [=62-63] -2,045.8 -2,340.9 -2,217.0

6 NET WORTH  720.1 776.0 921.4
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b. In 2016 a similar net incurrence of debt occurred and the inclusion of the pension fund significant contributed to the increase 
in the value of debt (recorded as OVC’s). 

c. Considering the low level of NLB in 2015 and 2016, the net incurrence of debt is mostly explained by largely equal transactions 
in assets.  

By using the indirect method, it is notable that negative revaluations (as recorded in the income statement) are the key 
explainer for transactions in assets. 

Table 5. Republika Srpska Balance Sheet Stocks and Flows 
(Million KM, 2015 and 2016) [CONCEPT DATA] 

2015 2015 2015 2015 2015 2016 2016 2016 2016
1000000 OB TR OPC OVC CB TR OPC OVC CB

Monetary gold and SDRs -              -              -              -              -              -              -              -              
Currency and deposits 236.3        4.7            -              0.5            241.5        (20.7)        -              2.4            223.2        
Debt securities -              -              -              -              -              (0.1)           -              0.1            0.0            
Loans 1,409.2    (12.1)        -              -              1,397.1    45.8          -              0.3            1,443.3    
Equity and investment fund shares 1,056.2    (4.5)           -              (73.8)        977.8        (0.7)           -              279.7        1,256.8    
Insurance, pension, and standardized guarantee sche  -              -              -              -              -              -              -              -              -              
Financial derivatives and employee stock options -              -              -              -              -              -              -              -              -              
Other accounts receivable 287.1        135.6        (146.7)      0.3            276.3        71.2          (81.9)        203.4        468.9        
Total financial assets 2,988.7    123.7        (146.7)      (73.0)        2,892.7    95.5          (81.9)        486.0        3,392.2    
Monetary gold and SDRs -              -              -              -              -              -              -              -              -              
Currency and deposits -              -              -              -              -              -              -              -              -              
Debt securities 929.6        147.5        (0.1)           -              1,076.9    188.9        0.0            0.4            1,266.3    
Loans 3,249.8    (23.8)        91.4          0.1            3,317.5    (19.0)        14.5          145.6        3,458.5    
Equity and investment fund shares -              -              -              -              -              -              -              -              -              
Insurance, pension, and standardized guarantee sche  -              -              -              -              -              -              -              -              -              
Financial derivatives and employee stock options -              -              -              -              -              -              -              -              -              
Other accounts payable 855.4        (19.0)        -              2.8            839.2        (69.4)        -              114.7        884.5        
Total liabilities 5,034.8    104.6        91.3          2.8            5,233.6    100.5        14.5          260.6        5,609.3    
Net financial worth / financing (2,046.1)  19.1          (2,340.9)  (5.0)           (2,217.0)  
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21.      Considering the differences in outcomes on balance sheet transactions between the 
‘old’ and the ‘new’ compilation process, further research is required to test the plausibility 
of these compilation processes and outcomes. Although this ‘new’ compilation process 
provides sound outcomes for nonbudgetary units, this process still has uncertain outcomes due 
to the complex nature of the accounting data from which these are compiled. Previous mission 
reports detailed steps to unravel the underlying balance sheet data, adjust specific line items, 
account for OVCs, record COA account 47 and 77, etcetera to take steps toward compiling GFS 
with plausible outcomes. Notwithstanding, further research will still be required. 

22.      The difficulty in the compilation process also highlights the need to evaluate the 
underlying accounting data. During the development process, the mission noted anomalies in 
the accounting practice when compiling the Republika Srpska budget financial statement: 

a. The value of assets, legally owned by the Republic, are derived from special supplemental 
balance sheet data maintained by the RH&F are aggregated into the consolidated balance 
sheet. Considering that the RH&F are the economic owners, standard practice would be to 
consolidate fully the comprehensive financial statement of these units as opposed to the 
partial approach used here. After unravelling the balance sheet, current accounting practice 
does not indicate a one-on-one relationship between the Financial Result (AOP 330) and the 
closing balance of Financial Result of the current year (AOP 155). This is standard practice in 
accounting—by exception this is not the case. By not having this one-to-one relationship GFS 
compilation starts with a statistical discrepancy. 

b. Further, balance sheet items Permanent Source of Funds (AOP 147) and Reserves (AOP 149) 
record changes each year. Standard accounting practice would see a limited set of 
identifiable recordings in these accounts, resulting from, among others, funds withdrawals or 
injections, or technical changes arising from accounting regulations. The GFS compiler needs 
insights into counterpart balance sheet flows to record adjustments elsewhere. Further 
research is needed to review current recording procedures in these accounts. 
A well-documented list of recordings, explaining the basis for recording and the counterpart 
balance sheet recording will inform GFS compilation greatly. 

c. The RS Tax authority is developing and recording accrual estimates for RS taxes. Due to 
constant changes in laws and regulations, as well as ongoing development work, the 
estimation techniques are also evolving. The outcomes recorded in account 7719 are thereby 
uncertain and are currently unwound from accrued revenue. Linked to this, tax receivable 
recorded on the balance sheet (e.g. AOP 018, 019, and 055) are significantly high. Fluctuating 
between 50 percent (2014) and 100 percent (2016) of the Republika Srpska taxes. 
In comparison, VAT receivable are 1 percent of VAT revenue. Annual transactions in other 
accounts receivable are thereby unusually high. Given the uncertainty of tax data it is 
recommended to use a cash only recording for GFS compilation. This will mean that not only 
will revenue be recorded on a cash basis, but all associated other accounts receivable will 
need to be unwound from the balance sheet.  As an alternate, an often-used approach in 
compiling GFS is the so-called ‘time-adjusted’ cash method. Hereby accrual estimates are 
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based on modifying the month a tax is collected with a specified time delay from the period 
it is earned.   

23.      The concept GFS compilation file uses four-digit COA data from the financial 
statement to compile GFS tables. Further refinements to the process will be available once 
six-digit COA data are used: 

a. Provide a clearer breakdown of transactions and balance sheet classifications. The current 
compilation file includes a limited set of manual adjustments to breakdown some recordings. 

b. More information on counterpart transactions and positions (relevant for consolidation). 

c. A better combination between OVCs & OPCs from the income statement with the requisite 
balance sheet items. The current process uses assumptions to combine codes. This does not 
impact total transactions of either financial assets or liabilities, rather on each individual 
balance sheet item. 

24.      The mission will liaise with IMF EUR on an appropriate implementation procedure 
in coordination with other reporting units in Bosnia and Herzegovina that are also revising 
fiscal surveillance to the GFSM 2014 framework. 

Table 6. Additional Recommendations 

Target 
Date 

Recommendation 
Responsible 
Institutions 

TBD 
Compile parallel HRT including and excluding COA 47 and 77 to 
help comparison with the budget MOF RS 

TBD Update the HRT compilation process per the insights gained 
through the GFSM 2014 compilation process described. MOF RS 

June 
2019 

Draft a note explaining the main changes in the HRT outcomes for 
users (IMF and the general public). MOF RS 
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B.   Compilation of Roads, Highways, PE Forests RS, and IDBRS 

25.      The mission compiled concept GFS data per GFS 2014 of RH&F and IDBRS using the 
same approach as extrabudgetary units (see mission October 2018 report). The data covers 
2015 and 2016. The financial statement data of these units are available per the same Chart of 
Accounts (COA) template as used for the extrabudgetary units. Thereby the bridge from COA to 
GFSM 2014 is the same.  

26.      Having data in template form allows following a largely standardized procedure to 
compile these data unit-by-unit, year-by-year. Other recent years can thereby be compiled by 
copy-pasting data from the respective templates into the compilation file, whereby outcomes are 
calculated automatically. A review of unit-by-unit outcomes is still required to research and 
address any special recordings of economics events or (one-off) anomalies in the accounting. 

27.      The GFS Advisor developed an Excel-based compilation procedure for each of these 
units, whereby data are compiled in separate annual sheets following a layout akin to the 
GFSM 2014 framework. Data are recorded in the worksheet using a stacked layout in the 
following top-to-bottom order: (i) nonfinancial transactions (TR); (ii) closing balance (CB); 
(iii) balance sheet transactions (BS_TR); (iv) other economic flows (OEF); (v) and adjustments (Adj). 
Any adjustments are recorded using a double accounting principle—equal debit and credit 
transactions.  

Table 7. Sample—Stacked Presentation GFSM 2014 Framework in Compilation File, 
Descriptions and AOP Codes are for Illustration Purposes  

 

28.      A dashboard is visible at the top of the table to view high-level aggregates and 
assist in compiling, especially to eliminate the statistical discrepancy between NLB and 
financing. The outcomes in the concept files indicate that the statistical discrepancy can be 
resolved for almost each unit, although a number require more in-depth research into 
accounting practices to resolve the statistical discrepancy. 

Stock/Flow Description AOP

TR Income from sa le of merchandise goods  on foreign market 205

Investment property, plants  and equipment not owned by the compa013

Short-term financia l  l iabi l i ties  (146 to 149) 145

Investment property, plants  and equipment not owned by the compa005

Short-term financia l  l iabi l i ties  (146 to 149) 105

Investment property, plants  and equipment not owned by the compa005

Short-term financia l  l iabi l i ties  (146 to 149) 105

BS_TR

CB

OEF
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Table 8. Dashboard Presentation IDBRS 
(Thousands KM, 2015 and 2016) [CONCEPT DATA] 

 

29.      The data compiled directly from financial statements are discernibly more accurate 
than those used to consolidate Republika Srpska budget data, not only because these 
follow (to a large extent) standard accounting practice. The financial statements offer 
detailed revenue and expense data, as well as more detailed balance sheet data. The link 
between profit or loss for the year is directly discernable with the requisite item in the Capital 
Account. Hereby, it is possible to derive a statistical discrepancy of 0 as is evident in Table 9. 
However, more research is required in translating the financial statement of PE Forests RS into 
GFS since statistical discrepancies are visible. From a cursory view, the Capital Account reflect 
changes from year-to-year that are not easily explainable.  

Table 9. Dashboard Presentation (Dis)Aggregated RH&F 
(Thousands of KM, 2016) [CONCEPT DATA] 

 

30.      Financial statement balance sheet data only compare to a degree with the data 
used to consolidate into the Republika Srpska budget balance sheet. The value of assets, 
legally owned by the Republic, are derived from special supplemental balance sheet data 
maintained by the RH&F are aggregated into the consolidated balance sheet whereby only a 
subset of the balance sheet items—in name only—is incorporated into the core budget balance 
sheet and no one-on-one match exists between these line-items. Further, off balance sheet items 

Roads Highways Forests Total RH&F

1 Revenue 100,780 54,539 186,622 341,942

2 Expense 81,975 52,212 185,677 319,863

NOB Net operating ba lance 18,805 2,327 946 22,078

31 Net investment in nonfinancia l  assets -9,781 149,610 -1,126 138,702

NLB Net-lending/Net-borrowing 28,586 -147,282 2,072 -116,624

FIN Financing 27,586 -147,282 -8,479 -128,175

32 Net investment in financia l  assets 22,940 8,501 2,755 34,196

33 Net incurrence of l iabi l ties -4,646 155,783 11,234 162,371

NLBz Statis tica l  discrepancy -1,000 0 -10,551 -11,551

2015 2016

1 Revenue 5,527 5,616

2 Expense 5,230 5,128

NOB Net operating ba lance 297 488

31 Net investment in nonfinancia l  assets -127 -161

NLB Net-lending/Net-borrowing 424 649

FIN Financing 424 649

32 Net investment in financia l  assets 503 775

33 Net incurrence of l iabi l ties 79 126

NLBz Statis tica l  discrepancy 0 0
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of Forests are recorded as ‘Other natural assets’ (AOP 073) in the core budget balance sheet. 
The own source funds used for the core budget account are derived as the increase/decrease 
incorporated assets. Last, the financial profit of the year does not compare directly with the 
requisite balance sheets item.  

Table 10. Comparison RH&F Source Data and Data Consolidated into the Republika Srpska 
Budget Balance Sheet 

(Thousands of KM, 2016) [CONCEPT DATA] 

 

31.      Previous missions recommended the need to unwind the Republika Srpska budget 
financial statement of the balance sheet data from RH&F used there. As evidenced in this 
comparison the data consolidated into the Republika Srpska balance sheet do not reflect the true 
economic value (rather the construed value from a legal ownership perspective) of the combined 
RH&F balance sheets and thus warrant the previous missions’ recommendation. The next step 
would be to use the unwound core budget data and the add in the comprehensive RH&F as a 
second step, as presented in Table 2 thereby reflecting the economic value of all assets and 
liabilities. As a next step, these data would also require consolidation on items, such as 
on-lending, grants provided, and interest. GFS compilation would be supported even further if 
the Republika Srpska budget data can be compiled using comprehensive financial statements, 
unit-by-unit (at the most disaggregated level feasible). 

1000 Roads Highways Forests Total RH&F
RH&F in 

Republic of 
Srpska budget

Bui ldings  and s tructures  2,950,240 697,438 67,183 3,714,861 3,833,328

Machinery and equipment 1,090 1,045 7,589 9,724 1,757

Inventories  2 806 11,271 12,078 327,167

Valuables  0 0 19 19

Land 38 0 1,684 1,722

Other natura l ly occurring assets  0 0 255 255 6,530,478

Intangible nonproduced assets  40 544 9,324 9,907

Currency and depos i ts  12,938 58,855 612 72,404

Debt securi ties  0 0 0 0

Loans  0 0 1,445 1,445

Equity and investment fund shares  0 0 3,512 3,512

Financia l  derivatives  and employee s   0 10 0 10

Other accounts  receivable 57,290 23,179 27,872 108,340

3,021,638 781,876 130,765 3,934,279 10,692,731

Loans  220,458 708,916 12,213 941,588

Other accounts  payable 46,921 18,613 58,812 124,346

Own source funds  / capi ta l  account 2,754,258 54,347 59,740 2,868,345 9,833,685

Reta ined earnings  19,157 8,135 -2,170 25,122 859,045

3,021,638 781,876 130,765 3,934,279 10,692,731

N
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Table 11. Aggregated Republika Srpska Budget Data with RH&F—Nonconsolidated 
(Thousands of KM, 2016) [CONCEPT DATA] 

32.      The issue of economic ownership was raised concerning Highways. Economic 
ownership differs from legal ownership in that the owner of an asset is the unit that holds the 
risks and rewards of an assets. This means that economic owner is the unit that is entitled to 
revenue an asset may generate and is responsible for maintaining an asset, but also will incur any 
gains or losses on the assets due to price changes, accidents or disasters (keeping aside factors 
such as insurance). The oral information provided by MOF officials indicated that Highways RS 
holds the risks and rewards of the land and structures that the highways are built on. Hereby all 
physical assets (land, drainage, roadbed, road shoulder, bridges, tunnels, asphalt, etcetera) are 
inextricably connected and operated, maintained and owned by Highways RS. Further, past 
accounting practice recorded the part of value of physical road structures as ‘other intangible 
assets’ (AOP 006) which seems implausible give the nature of the assets. These should be 
recorded under the requisite nonfinancial asset.  

33.      A further issue of economic ownership covers the core assets of PE Forest RS since 
these are recorded as off-balance sheet items, again reflecting a separated legal and 
economic ownership. The data compiled in Table 11 thus does not contain the associated data, 
whereby the net investment in nonfinancial assets excludes these transactions for PE Forests RS. 

1 Revenue 1,877.4 343.5 2,220.9 2,651.2 341.9 2,993.2

11 Taxes  1,496.0 0.0 1,496.0 1,568.1 0.0 1,568.1

12 Socia l  contributions  73.9 0.0 73.9 779.6 0.0 779.6

13 Grants  29.0 142.9 171.8 17.6 143.7 161.3

14 Other revenue 278.6 200.6 479.2 286.0 198.3 484.3

2 Expense 1,859.7 314.0 2,173.7 2,656.7 319.9 2,976.5

21 Compensation of employees  735.2 100.8 836.0 746.8 104.8 851.6

22 Use of goods  and services  164.7 112.5 277.1 155.4 106.3 261.7

23 Consumption of fixed capi ta l  67.1 61.4 128.5 65.7 71.9 137.6

24 Interest 80.5 13.4 94.0 94.5 15.7 110.2

25 Subs idies  94.4 0.0 94.4 98.9 0.0 98.9

26 Grants  396.6 0.0 396.6 226.7 0.0 226.7

27 Socia l  benefi ts  271.1 0.0 271.1 1,227.6 0.0 1,227.6

28 Other expense 50.1 26.0 76.1 41.1 21.2 62.3

GOB Gross  operating ba lance (1-2+23) 84.8 90.9 175.7 60.3 93.9 154.2

NOB Net operating ba lance  (1-2) 17.7 29.5 47.2 -5.4 22.1 16.6

31 Net investment in nonfinancial assets 29.3 107.7 137.0 1.3 138.7 140.0

2M Expenidi ture 1,889.0 421.7 2,310.7 2,658.0 458.6 3,116.6

NLB Net lending (+) / Net borrowing (-) (1-2-31) o   -11.6 -78.2 -89.8 -6.8 -116.6 -123.4

FIN Financing (32-33) 19.1 -80.4 -61.3 -5.0 -128.2 -133.2

32 Net acquisition of financial assets 123.7 10.2 134.0 95.5 34.2 129.7

33 Net incurrence of liabilities 104.6 90.6 195.2 100.5 162.4 262.9

NLBz Overa l l  s tati s tica l  discrepancy (NLB-FIN) -30.7 2.1 -28.5 -1.8 11.6 9.7

Tota l  
RH&F

Core budget 
+ RH&F

2015 2016

Core budget
Tota l  
RH&F

Core budget 
+ RH&F

Core budget
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C.   Compilation of Extrabudgetary Units 

34.      Several public sector units form part of general government, but not the budget, 
per ESA 2010 and GFSM 2014. These extrabudgetary units therefore need to be compiled as 
part of GFS from financial statements that are reported to the Agency for Intermediation, 
Informatics and Finance-APIF. Likewise, public sector units outside general government report 
financial statements to the APIF. 

35.      To compile GFS, a procedure is required to translate accounting financial 
statements into the ESA 2010 and GFSM 2014 frameworks. During the May 2018 mission, the 
GFS Advisor, together with the RZS and MOF RS started developing a concept GFS compilation 
file. This in line with a compilation procedure discussed during March 2018 SECO-funded GFS 
workshop held in Ljubljana, Slovenia. The procedure follows a systematic approach to unravel 
a(n) (audited) financial statement and translate line-by-line income statement and balance sheet 
items into the ESA 2010 and GFSM 2014 frameworks. It aligns fundamental accounting principles 
with the frameworks in a step-by-step approach. It, for instance, adjusts for provisions, exchange 
rate gains, and impairments that are treated differently in accounting and in GFS. See May 2018 
mission report Section B. ‘Compilation of Nonbudgetary Public Sector Units’ and Appendix II 
‘Proposed Compilation Process for Extrabudgetary Units’ of this report for a wider explanation.  

36.      With this backdrop, the mission continued work on developing compilation 
processes for extrabudgetary units. RZS RS compiled 15 more units since last mission with 
mixed outcomes. The mission thus reviewed some of these units, discussing issues one-by-one 
to strengthen understanding of the procedure. A key goal in reviewing each unit was to 
strengthen the understanding of the largely standardized reconciliation procedures for the 
Republika Srpska-specific reporting templates, as developed in the October 2018 mission.  

37.      Over-and-above the procedures described in the May 2018 mission report, the 
mission articulated specific procedures used to reconcile statistical discrepancies of 
extrabudgetary units. See Box 2. 

Box 2. Additional Procedure to Resolve the Statistical Discrepancy of Extrabudgetary Units 

Step 1. Verify that the profit / loss for the year in the income statement corresponds with the 
requisite Retained earnings on the Capital and Equity account of the balance sheet. 

Step 2. Ensure OPCs and OVCs from income statement are recorded as OEFs in balance 
sheet. An OPC derived from income leads to a positive OEF recording for assets and a 
negative OEF recording for liabilities. An OPC derived from expense leads to a 
negative OEF recording for assets and a positive OEF recording for liabilities. 
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38.      By following this procedure, the mission succeeded in resolving statistical 
discrepancies—at least from accounting technical point of view. However, these files are still 
at a conceptual phase that have been used to illustrate basic compilation and resolving the 
statistical discrepancy. The next steps will be to convert these into compilation files while also 
reviewing outcomes, gaining insights into the economic meaning of these data and analyzing 
time series developments. To move towards a compilation file the following steps are envisaged: 

a. Improve the layout—for example, the stacked layout used for Roads, Highways and Forest.  

b. With a stacked layout, adjustments can be recorded at the bottom. 

c. Develop an output file whereby year-by-year, unit-by-unit data can be aggregated in a 
standardized manner.  

Step 3. Adjust for provisions—see Appendix I for an explanation. When calculating provision 
outflows, it is important to verify that outflows need to be zero or positive. If 
negative outflows are recorded, account ‘Income from reduction of liabilities, 
termination of unused long-term provisions and other incomes’ should be 
researched further in case other items than releases are recorded there. Additional 
research is always needed to determine an appropriate expense account to record 
the provision outflow against. 

Step 4. Adjust for donations. Certain donations / grants (in-kind) from foreign governments 
are recorded directly onto the balance sheet, as an asset and a liability ‘Accrued 
revenues and received donations’ (AOP 408). As the asset depreciates in time, the 
grant revenue is recorded under income. However, per ESA 2010 and GFSM 2014 
capital grants (D.99) should be recorded at the time they are received. This 
transaction thus needs to be adjusted: 

D.99 = CBD – OBD – REVD [2], where: 

D.99  Grant per ESA 2010,  
CBD Closing balance AOP 408 
OBD Opening balance AOP 408 
REVD Revenue amortized donations recorded in the income statement  

Step 5. Adjust for losses / profits from previous years, recorded either directly in balance 
sheet or on the income statement. Until further research is conducted, the current 
procedure records a counter recording other accounts payable. 

Step 6. Revaluation reserves are recorded in the Capital account and require a counter-
recording of OEFs with an appropriate nonfinancial asset determined from reading 
the notes. 
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D.   Consolidation 

Methodology 

39.      Consolidation is a method of presenting statistics for a set of units (or entities) as if 
they constituted a single unit. In the GFS framework, the data presented for a group of units 
are consolidated. Two forms of consolidation are required. Intrasectoral consolidation is 
consolidation within a particular subsector to produce consolidated statistics for that particular 
subsector—for example, within the central government subsector. Intersectoral consolidation is 
consolidation between subsectors of the general government to produce consolidated statistics 
for a particular grouping of government units—for example, consolidation between central, state, 
and local governments, to present the consolidated general government (GFSM 2014 paragraphs 
3.153–3.136). 

40.      In the case of the Republika Srpska, 2 key themes require consolidation, grants and 
on-lending. In the case of grants, government units provide resources for either current or 
capital expenditure to other government units (generally in the form of cash transfers and, 
exceptionally, in the form of in-kind transfers). These transfers flow from the Republika Srpska 
budget to municipalities, funds, and extrabudgetary units, from municipalities to extrabudgetary 
units, etcetera. In the case of on-lending, the Republika Srpska borrows funds from foreign 
governments or agencies and international organizations and lend these funds to devolved 
government units, such as Roads, Highways or municipalities. The devolved government unit is 
thus responsible for repaying the loan and interest to the foreign entity through the Republika 
Srpska budget.7  

41.      When consolidating, transactions and positions between units are cancelled out 
against each other, whereby the combined units are presented as a single unit. See g for a 
stylized example of consolidation:  

a. In this example, units A, B, C, & D make up subsector I. Additional units E, F, and G make up 
the rest of the sector II.  

b. Within subsector I, unit D pays grants of 100 to each of units A, B, and C, while unit C pays  
40 grants to unit A, unit A pays 10 grants to unit B, etcetera.  

c. Units A, B, and C also receive grants from units E, F, & G, while unit D receives 10 grants from 
unit E, and unit B pays 40 to unit F.  

d. Units E, F, and G pay and receive grants among themselves.  

 
7 On-lending per the RS Law on Borrowing, Debt and Guaranties means “Indirect debt of the Republika Srpska is 
the debt incurred on behalf and for the account of the debtors (local government units, social security funds, the 
Investment Development Bank and the funds managed by it, public enterprises and public sector institutions) to 
be repaid by the Republika Srpska from payments made by the debtor for its relevant debt. 
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e. In total units A, B, C, and D pay and receive grants of 370 within subsector I, and all units pay 
and receive grant of 880 within the wider sector II.  

f. When consolidating among units, receipts for subsector I are reduced from a gross value of 
710 to a consolidated value of 340, payments by subsector I are reduced from a gross value 
of 420 to 50.  

g. When consolidation among units, receipts for and payments by sector II are reduced from a 
gross value of 880 to 0. 

Table 12. Stylized Example Consolidation Between Units within Subsector I and Sector II 

 

42.      During the mission the advisor provided a conceptual description on consolidation 
and procedures to consolidate in the context of GFSM 2014. The MOF currently consolidates 
various entities as part of its presentation of the Republika Srpska budget, the Pension Fund, and 
special supplemental balance sheet data maintained by the RH&F. As discussed in Sections A 
and B, it is more appropriate for GFSM 2014 compiling purposes to compile Republika Srpska 
government data unit-by-unit and consolidate as a last step. Crucially this will allow the GFS 
compiler to internally reconcile each unit, before consolidating with other units. This will entail 
compiling the Republika Srpska budget (in its most stripped-down version), the Pension Fund, 
Roads, Highways, Forests, IDBRS (and the six funds it manages), municipalities, agencies, social 
security funds, extrabudgetary units, etcetera one-by-one.  

43.      Once all relevant units have been compiled and reconciled, these units will then be  

consolidated covering the main themes grants, loans and the associated interest. Other 
themes such as purchases of goods and services (among government units) and payments of 
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(property) taxes to other Republika Srpska government units can be regarded as sufficiently 
immaterial not to consolidate.  

 Tax attribution 

44.      Related to consolidation and grants, the mission also discussed the importance of 
attributing taxes received to the collecting unit. Research on this is relevant in Bosnia and 
Herzegovina across all governments because a limited set of tax collecting agencies, such as the 
Tax Administration of Republika Srpska (TA RS) and the Indirect Tax Authority of Bosnia and 
Herzegovina (ITA) collect taxes on behalf of other government bodies. For instance, the TA RS 
collects personal income and corporate tax in the Republika Srpska, that is subsequently divided 
by a fixed key among the Republika Srpska budget and municipalities. It is important to analyze 
the underlying information on whether the tax received can be attributed directly to 
municipalities or are collected by the TA RS and subsequently transferred as grants to the 
municipalities.   

45.      GFSM 2014 paragraphs 3.33 and 3.34 explain the issue of attribution. “In some cases, 
one government unit collects taxes and then transfers some or all of them to another 
government unit. Depending on the arrangement, the taxes passed on to the second 
government unit may be reassigned as tax revenue of that unit or they can be recorded as tax 
revenue of the collecting unit and a grant from that unit to the second government unit. A tax is 
attributed to the government unit that: (i) exercises the authority to impose the tax  
(either as a principal or through the delegated authority of the principal); and (ii) has final 
discretion to set and vary the rate of the tax.” See also GFSM 2014 paragraphs 3.35–3.40 for 
further explanations.  

46.      The mission did not analyze the underlying information but will address this 
question further during a follow-up mission. 
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E.   Officials Met During the Mission 

Institute of Statistics of the Republika Srpska, Bosnia and Herzegovina 

Rada Radanović Head of Department of National Account  

Slađana Nikić Senior Associate  

Jadranka Luburić Senior Associate  

Ministry of Finance of the Republika Srpska, Bosnia and Herzegovina 

Ivana Marjanović Head of Department for consolidation of financial statements, Department 
for Accounting and Auditing 

Jelena Kojic Senior Associate 

Radmila Miličević Head of Reporting Section   

Interpretation services 

Ms. Sandra 
Barjaktarovic Interpreter 

Ms. Biljana Strika Interpreter 
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Appendix I. The Recording of Provisions 

1.      In financial accounting, a provision is a present liability of an entity arising from 
past events, the settlement of which is expected to result in an outflow, but with an 
uncertain amount or timing. For instance, if a policy decision is made to retrench staff in stages 
during future years, the accountant records a provision of the total estimated retrenchment costs 
in the period the decision is made. See Figure 1 for an illustration. 

a. The amount recorded is an estimate of the future cost (per accounting regulations). 

b. This amount is recorded as an accrued expense ① and a provision liability ②  
(on the balance sheet) in the period the decision is made. 

c. In the period the retrenchment costs are actually paid, an outflow is recorded—
decreasing the provision liability ③. 

d. Periodically, the estimate is reevaluated. If the estimate is evaluated to be higher, an 
accrued expense and provision liability is recorded again per the adjustment amount—
see (b) above. If the estimate is evaluated to be lower, a provision release ④ is recorded 
as part of income, decreasing the provision liability ⑤. 

Figure 1. Illustration Adjusting and Unwinding of Provisions from Financial Statements 
Recording to GFS Recording. 

 

2.      To comply with ESA 2010 and GFSM 2014, an adjustment of provisions is 
accordingly recorded. The recording of provisions in the financial accounts differs with the 
recording in ESA 2010 and GFSM 2014 mainly due to the time of recording. Whereas provisions 
are future uncertain expenses recorded now in financial accounts, ESA 2010 and GFSM 2014 only 
records transactions during the period or “at the time economic value is created, transformed, 
exchanged, transferred, or extinguished” (see ESA 2010 paragraph 1.101 and GFSM 2014 
paragraph 3.62). See Figure 1 for an illustration of the process to unwind and provision recording 
into GFS.  

Revenue - provision release ④ 8 Revenue - unwind release ⑥ = 8-8 0
Expense - provision accrual ① 15 Expense - actual outflow ⑦ =15-15+27 27
NLB impact -7 NLB impact -27

Change in cash a/c -27 Change in cash a/c -27
Opening balance 125

Accrued ② 15
Outflow ③ -27
Release ⑤ -8

Closing balance 105
Financing impact -7 Financing impact -27
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a. This requires ‘unwinding adjustments’ of accrued provision expense and releases of 
provisions recorded as income. At the same time, outflows recorded in the balance sheet 
should be recorded as expense accrued in the current period. 

b. The resulting adjustment in revenue leads this line-item to be reduced to zero ⑥. 

c. The resulting adjustment in expense leads this line-item first to be reduced to zero, and 
subsequently to be equal to the outflow recorded in the provision liability ⑦. 

d. The provision liability disappears from the balance sheet. 
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