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Report on the Outcome of the Global Consultation on the Annotated Outline of BPM7 Chapter 6 – Functional Categories in International Accounts[footnoteRef:2]  [2:  Prepared by Venkat Josyula (BPM editor) and cleared by Carlos Sánchez Muñoz (BPM Project Manager).] 

Overview
The responses showed that a wide majority considered that the balance of the proposed chapter is appropriate. Further, almost all the respondents agreed that the issues presented in the annotated outline (AO) are clear and relevant. Given a large support, an updated version of the AO addressing the relevant comments is included in the combined AO of BPM7. A summary of responses to specific comments/suggestions is provided below for information of the Committee/AEG.[footnoteRef:3] [3:  The global consultation on the draft annotated outline (AO) took place during December 2022–January 2023, collecting input from 34 respondents representing 32 economies. European countries and Middle East and Central Asia countries had the largest participation (26 percent each), followed by African countries (21 percent), Western Hemisphere countries (15 percent) and Asia and Pacific countries (12 percent).] 

Responses to Specific, More Substantial, Comments and Suggestions
· Breakdown of Intercompany Debt by Maturity: Regarding the suggestion for classification of intercompany debt by maturity, it is noted that such breakdown is difficult to implement due to the flexibility of lending arrangements between related companies. For this reason, the BPM6 and 2013 EDS Guide did not suggest the classification by maturity of intercompany lending. For the same reason, maturity breakdown is not recommended for intercompany lending in BPM7.
· Extended IIP Presentation to Reflect the Composition of Assets and Liabilities of foreign Affiliates: While this presentation may be of interest to specific users, it goes beyond the scope of this chapter. Issues concerning the entities that borrow on behalf of their affiliates is discussed in Chapter 7, BPM6. This will be reviewed while drafting the updated AO of this chapter for any possible additions.
· Role and Statistical Treatment of Central Clearing Counterparties (CCPs): To properly capture the transactions/positions of CCPs, the sector breakdown in BPM7 will include CCPs as a supplementary item under other financial intermediaries (GN F.1). Clearing offices are classified as financial auxiliaries when they facilitate transactions without acting as the counterparty; in contrast, CCPs, as discussed in BPM6 paragraph 4.77(d), are counterparties and thus are classified as intermediaries rather than auxiliaries. Further elaboration on CCPs will be provided in BPM7 Chapter 4 (Residence, Institutional Units, and Sectors) at the drafting stage based on the guidance from MFSMCG and other relevant references.
Responses to Specific, More Minor, Comments and Suggestions
· [bookmark: _Hlk125105695]Recording of Financial Derivatives in BPM7: Following the Outcome of the Holistic Review Survey of BPM6 Update Priorities, the breakdown of financial derivatives by market risk category as well as by instrument will be recorded as supplementary item, and the breakdown by trading venue is dropped. Further, the supplementary items for intra-Concern derivatives in direct investment is also dropped. The AO has been updated accordingly. 
· Changes to Standard Presentation of Direct Investment: The sectoral breakdown of direct investment as part of the standard presentation in the balance of payments and the IIP (for both equity and debt) with other changes in BPM7 was agreed after a thorough consultation and therefore, this change can’t be reversed at this stage. 
· Loans and Deposits with More Than One Holder: Treatment of joint accounts is clarified in BPM6 paragraph 4.145 (and its update in Chapter 4, BPM7).
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