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PREFACE

This Coordinated Direct Investment Survey Guide has been prepared to assist economies in
participating in the 2009 Coordinated Direct Investment Survey (CDIS). The CDIS is being conducted
under the auspices of the IMF’s Statistics Department across a wide range of economies. The survey is
conducted simultaneously by all participating economies with respect to end-of-December 2009, uses
consistent definitions, and encourages best practices in collecting data on foreign direct investment
positions. The CDIS is thus a unique tool in capturing world totals and the geographic distribution of
direct investment positions, thereby contributing to important new understandings of the extent of
globalization, and improving the overall quality of direct investment data worldwide.

A pragmatic strategy has been adopted in conducting the CDIS. The CDIS is fully consistent with the
fourth edition of the OECD Benchmark Definition of Foreign Direct Investment and the sixth edition
of the IMF’s Balance of Payments and International Investment Position Manual, but where these
standards offer compilers a choice of methods (such as in identifying units that are in a direct
investment relationship), this guide favors simplified methods over conceptually ideal methods for
economies that do not have fully developed data collection and compilation systems in place. Should
the CDIS become a regular undertaking, the IMF’s Statistics Department will encourage compilers to
refine and improve simplified methods over time, to move them closer to conceptually ideal methods
as circumstances may warrant.

This guide was prepared by the IMF’s Statistics Department — particularly Ms. Lucie Laliberté
(Deputy Director of the Statistics Department and Chair of the CDIS Task Force), Mr. Ralph Kozlow
(Chief of the Balance of Payments Division), Mr. John Joisce (the primary drafter), and Mr. John
Motala — along with members of a Task Force that was set up by the Statistics Department to provide
advice and content for the survey. | would like to extend my thanks to the participants on the Task
Force on the Coordinated Direct Investment Survey for their contributions.

National data compilers who served on the task force or attended task force meetings on behalf of a
member were: Mr. Fernando Alberto G. Sampaio C. Rocha (Banco Central do Brasil), Mr. Zou Lin
and Mr. Guo Song (State Administration of Foreign Exchange, People’s Republic of China), Mr.
Bruno Terrien (Banque de France), Mrs. Lily Ou-Yang Fong (Census and Statistics Department, Hong
Kong, SAR), Ms. Maiko Wada (Bank of Japan), Mr. Luis Ortega Segura (Banco de Mexico), Mr.
Gerrit van den Dool (De Netherlandsche Bank), Mr. Khalid Said Al-Mudhafar (Ministry of National
Economy, Oman), Mr. Pieter Swart (South African Reserve Bank), Mr. Stuart Brown (UK Office for
National Statistics), and Mr. Obie Whichard (U.S. Bureau of Economic Analysis).

In addition, selected interagency partners of the IMF participated on the task force. The individuals
who participated were: Mr. Pierre Sola (European Central Bank), Ms. Merja Hult and Mr. Rostislav
Rozsypal (Statistical Office of the European Communities), Ms. Ayse Bertrand (Organisation for
Economic Cooperation and Development), and Mr. Masataka Fujita (United Nations Conference on
Trade and Development).

Adelheid Burgi-Schmelz
Director

Statistics Department
International Monetary Fund



Table of Contents

Chapter L: INTrOAUCTION ..ot st e et et et et esbe e besne e s eenee e
Purpose of the 2009 Coordinated Direct InvVestment SUIVEY .........cccccveveveiiievesesieeeesie e
BaCKGIOUN ...t
Strategy to implement the CDIS ... s
Data to be compiled fOr the CDIS ......c.ooiiiie e
Organization OF the GUITE .........cceeiiiiiieicee s

Chapter 2: UNitS TO B SUINVEYEU .....ccuecieiieiieie sttt sttt sttt re et e
Institutional units resident iN aN ECONOMY .......ccoviiiiriiieieire s
Direct investment iNStItUtioNal UNIES ........ccveiiiiieeiiiiii e
Creation of notional unit where preliminary expenses are incurred before establishing a

1EQAI ENLILY ... et nre
International financial centers, units involved with “in transit” or “pass through” finance,

and financial INtErMEdIAIIES .......cveiviiiieri e e
Sources for identifying direct investment units for the survey frame ..........ccccccoovvvieinn.
Direct investment enterprises and direCt INVESTOS .........ccuovririeinineneese e
Local enterprise groups as DIE and @S DI ........cccovviiiiiiiiiiiiiiiieecees e
Determining direct investment relationsShips .........cccoce i

Chapter 3: Information to be Collected in the SUIVEY ...
o 0y A TaTo o ] o | SRR
[0 0T TSSO
DD INSITUMENTS ..ottt et e e esbeer e e s e aesreeneeneenee e

INtercompany [8NAING. ........ccviiiiiic s
DBPOSIES. ...ttt st b et b b he b e be et atenreabeete e renreeneene s
DEIDE SECUNITIES. ... e veiieeeie ettt ettt e st ste et e e seesreene e renee e
L@ 10T 0 1= o) S
EXCIUEd INSTFUMENES ..ottt ettt nnenneas
Valuation PriNCIPIES .....co.voi e sttt s be e e e besae e e eneesreeres
EQUITY et
D o SRRSO PRSPPSO
Model Survey Forms for Inward and Outward Direct Investment .............ccocceeveveiieieennenn,
Appendix to Chapter 3: Model FOMMS .........cooiiiiiiieie s
Model Form 1. Collection Form for Inward Direct Investment Positions ...................
Model Form 2. Collection Form for Outward Direct Investment Positions ................
Model Form 3. Collection Form for Integrated Inward Direct Investment
Positions, Transactions and Other Changes ..........ccocoverieriiereneeiee e
Model Form 4. Collection Form for Integrated Outward Direct Investment
Positions, Transactions and Other Changes ........c.ccccvvereiiierenesisie e e
Model Form 5 Collection Form for International Investment Positions
Direct Investment and Other Cross Border POSItioNs ............ccocvvivvveveivsesiennns

Chapter 4: Compilation and Reporting of Direct Investment Statistics ..........ccccooevevviieiieerennnnnn.
Data COMPIALION ....veiveeecie et st re e
Special cases of data COMPIALION .........coooeiiiiiie e

14

14
16
18
19
20

22
22
22
22
22
23
23
23
23
23
23
25
25

27

27
33

39

49

59

69

69
71



Mutual direct investment, reverse investment, and investment in a

TEIHOW BNTEIPIISE ... 71
Exclusions from direCt iNVESIMENT ..........cccoveiiiiiiee e 75
Data Reporting t0 the IIMF .......ooi e 76
BT 1] 0] = U= PSSR 76
TEMPIALE LA .o 76
QLI 1101 P> USSP 76
TEMPIALE 2A . oot e b reere s 76
TEMPIALE 3 ..o 77
TEMPIALE 4 ..ot 81
Chapter 5: Undertaking the CDIS .......cooiiiiiiiiie e 84
B I o SRR 84
Responsibility to produce direct investment StatiStiCs .........ccoveveviiiiiiiieicvine e 84
Creation/update 0f a SUVEY Frame ........c.coiiiiiccce e e 84
Draft Timetable for Conduct of a Direct INVEStMENt SUIVEY .........cceovviiiniieieicesceee 85
Information content of the SUIVEY frame ... 86
Computerizing the SUNVEY TrAME ......c.oov i st sre s 86
USe OF the SUNVEY TraME .......oviiiiic e 87
Determining the coverage of the direct investment survey (sample or census) .................. 88
Draft SUNVEY QUESTIONNAITE ......ecuveieciecie ettt e et s re e neenre e 89
Communication With reSPONAENES ........cciiiiiiiiiece st re e 90
How to Address Low Coverage or LoOw ReSponse RALES ...........cccoerverieiineienenicinineiens 92
Editing/validating collected data ...........ccceiiiieiieiiiiics e e 93
Data editing/validation through the questionnaire form .........c.ccccccevvi v, 93
Data editing/validation through analytical Checks .............cccooiiiniiiiiiciee 94
Data editing/validation from the viewpoint of the counterpart economy of
the direct investor and direct investment enterprise ........ccc.. veevvevvevievieevesese e 94
Confidentiality CONSIAEIALIONS .........cviiiiiiiiieieiee e 95
Data Reporting and DiSSEMINATION .........ccceiverieiririiiseneeee s 95
Annex |: Country Codes and Regional GrOUPINGS .......ccccvveiiiiieieiiesieeeese e sre et sre e e sreeseenee s 96
Annex II: Residence and INSEItULIONAl UNILS ..........cooviiieiieieiciseeeeeee e 99
GeNEral PrINCIPIES ...o.viiicice et s b e st e e e sre st e saene s 99
Ty Lo LT Tol USRS 99
INSEIEULIONAL UNILS ..ottt e e e 100
FInancial INterMEMIAIIES .......coiv et eneens 100
DeposSit-taking COMPOTAtIONS. .........ciirieieiiiirie et eb e 100
MONEY MATKEE TUNGS ...t 100
Non-money market investMeNnt TUNGS...........cocooiiierie e 100
Other financial intermediaries, except insurance corporations and
PENSTON TUNTS ..ottt e 101
QUASICONPOTALIONS ...ttt st bbbttt enes 101
2 1ol TS 101
Notional resident units for ownership of land and other natural resources by
00 A= [0 T ] USSR 102
MUIEIEEITITONY ENEEIPIISES ....veeieiieeeeeste ettt sttt sttt seeseeesreeneeneas 102
JOINE VEINTUIES ...ttt sttt sae et et e sreesneaneenenns 103
TTTUSES ettt bbb bttt bbbt bRt h e bt et enr bt neene e 103
Flexible corporate structures with little or no physical presence .........cccccoooeivviivinenens 104



Nonprofit institutions serving households .............cocoeviiieiiii i

Households ..........

Annex IlI: Framework of Direct Investment Relationships (FDIR) and the Participation

Multiplication Method (PMM)

Framework of Direct Investment Relationships ..o
Participation Multiplication Method ............ccoceiiiiiiciei e

Annex IV: Additional Items ....

INAUSEIY CIASSITICATION ...c.vcviiieccee e
General Principles to identify industry allocation ............c.ccccoeevviieiiiic i
International Standard Industry Classification (ISIC) ........ccccooviiiiieniiinciecee

Direct iNVEStMENT INCOME .. ..cvviieeiee ettt ettt st e saesre e e

Direct investment financial tranSaCtioNs ...........ccocooveiiiniieieissee e

Market valuation OF EQUILY ........ociiiiiec e e

UItimMate iNVESTING COUNTIY ..ottt

Round tripping .......

Annex V: The Task Force on the Coordinated Direct Investment Survey: Members and Terms

of Reference ..
Members .......coee....

Terms of Reference

105
105

106
106
107

109
109
109
110
111
111
111
111
111

113
113
115



CHAPTER 1: INTRODUCTION

This guide has been prepared to assist economies in participating in the 2009 Coordinated
Direct Investment Survey.*

This chapter covers the purpose of the CDIS, the background of the CDIS, the strategy
adopted to implement the CDIS, and an overview on how the Guide is organized.

Purpose of the 2009 Coordinated Direct Investment Survey

1.1 The purpose of the 2009 Coordinated Direct Investment Survey (CDIS) is to improve the
quality of direct investment position statistics in the international investment position and by
immediate counterpart economy.

1.2 Specifically, the objectives of the CDIS are to collect the following data items, with a
measurement date of December 31, 2009:

For all economies, comprehensive and harmonized data on direct investment positions,
broken down between equity and debt, and for debt to be further broken down between
claims and liabilities, by economy of direct investor (for inward direct investment), or of
direct investment enterprise (for outward direct investment).

Data for both inward and outward direct investment positions are sought; nonetheless, for
countries where outward direct investment is not material, data on inward direct
investment positions are sufficient for participation in the CDIS.

1.3 Participation in the CDIS represents a commitment to improve data on direct investment
positions and to undertake a comprehensive survey or a census, for both those economies that
currently produce such estimates as well as for economies that have yet to do so. The results
of the CDIS are to be reported to the International Monetary Fund (IMF), which will publish
these nonconfidential data on the its website.

Background

1.4 From its early beginnings, the IMF has used aggregate balance of payments and
international investment position data in its surveillance work and economic analyses.

! The CDIS is initially intended to be undertaken for the reference date of end-December 2009. However, it is
possible that the survey will be undertaken on a regular basis and this guide is prepared so that it may be useful for
subsequent years.

2 Economies are encouraged to provide data separately on debt instrument claims and liabilities. However, it is
recognized that, due to the need to preserve the confidentiality of data, they may be able to provide data only on total
debt positions (which net claims and liabilities), or perhaps even less detail, by counterpart country. See Chapter 5.



Recently, the IMF has been increasingly focusing on data by individual counterpart economy,
and its 2007 Surveillance Decision further reinforces the need for counterpart economy data.
For example, the Coordinated Portfolio Investment Survey was launched under the auspices
of the IMF for economies to collect bilateral data on external portfolio investment in a
coordinated manner. As well, the Bank for International Settlements (BIS) has been collecting
bilateral banking data for many years, as have the OECD and Eurostat in jointly collecting
bilateral direct investment data from their member countries.

1.5 Building on the success of these initiatives, the Statistics Department of the IMF has
identified direct investment as an area of large and growing importance, as well as where data
can and should be improved. Direct investment brings to the recipient economy not only
additional financial resources but also other benefits, such as technology transfer and
management expertise, that other forms of cross-border finance lack. Direct investment is,
therefore, seen to add to economies’ potential for growth in output, value added and
employment, while, at the same time, studies indicate that direct investment is a less volatile
source of external finance than portfolio or other investments.

1.6 The IMF’s Executive Board recognized the need for improved FDI statistics and
endorsed the proposal by the Statistics Department to study the feasibility® of conducting a
CDIS that would provide direct investment data by counterpart economy. As part of the
feasibility study, approximately 80 countries were contacted about their interest in
participating in a CDIS for both inward and outward direct investment. There was
overwhelming support for a CDIS for inward direct investment and very strong support for
conducting a CDIS for outward direct investment.* As well, the IMF’s Committee on Balance
of Payments Statistics (BOPCOM) at its meeting in October 2006 gave approval for the CDIS
to proceed. In light of the importance the survey, the IMF took the decision to proceed in
March 2007.

Strategy to implement the CDIS

1.7 To implement the CDIS, a practical strategy was adopted, made up of four main pillars.
The first pillar was the production of this Guide, developed with the guidance and input of a
task force of selected interested international agencies and member countries. The objective
of the Guide is to assist countries in achieving harmonized results in the data collected on
their direct investment questionnaires by providing guidance on identifying reporting units,
specifying the information to be collected in the questionnaires, and highlighting tasks in
conducting a direct investment survey. The second pillar was the extension of invitations to

¥ A task force was established to examine the feasibility of conducting a CDIS. The members of the task force were:
the European Central Bank, the Statistical Office of the European Commission (Eurostat), the Organisation for
Economic Cooperation and Development, the United Nations Conference on Trade and Development, the World
Bank, and the IMF. In addition, representatives from six countries assisted the task force in its work. These countries
were: Australia, Belgium, Hong Kong SAR, South Africa, the United Kingdom, and the United States.

* A reason for the stronger support for undertaking a CDIS for inward direct investment than for outward is that, for
several of the countries surveyed, outward direct investment is not significant and would be more difficult to cover.



participate in the CDIS to all members of the IMF and some non-members — this step was
undertaken in the northern summer of 2007 (with follow-up efforts being undertaken in the
fall and subsequently), and an overwhelmingly positive response was received. The third
pillar involves training and workshops, to be held on a broad regional basis over the period
2008-2009, with the goal of facilitating the participation of a large number of developed,
developing, and emerging market economies around the world in the CDIS. The fourth pillar
is the involvement of international and regional organizations in actively promoting the CDIS
with their member states.

1.8 Participation by economies involves a commitment to provide initial results of the “core”
data to the IMF by the end of September 2010; results are to be released by the IMF at the
end of 2010 or early in 2011. Revised or more detailed “core” data should be provided to the
IMF by end-March 2011, and the IMF plans to release these results within several months
thereafter.

1.9 The IMF will update BOPCOM on the progress of the CDIS, and BOPCOM input will be
sought regarding whether to repeat the survey or undertake it on a regular basis®. It should be
noted that, if a continuous annual time series of CDIS data for 2009 forward are to be
produced, then a decision on repeating the survey might best be taken no later than the middle
of 2010, before results from the 2009 CDIS would be available.

Data to be compiled for the CDIS
Core data
1.10 Economies participating in the CDIS have agreed to compile:

For inward direct investment: the value of outstanding positions by immediate (first)
direct investor, by counterpart economy, for both equity and debt (debt claims and
liabilities reported separately), as of the reference date (end-December 2009).

1.11 In addition, economies are asked to provide the following information on outward direct
investment, where significant:

For outward direct investment: the value of outstanding positions by immediate (first)
counterpart economy, for both equity and debt (debt claims and liabilities reported
separately), as of the reference date (end-December 2009).

1.12 The values on the books of the direct investment enterprise (DIE) should be used for
both inward and outward direct investment. To the maximum extent possible, the concepts
and principles in the sixth edition of the IMF Balance of Payments and International
Investment Position Manual, 6™ edition (BPM6) and the fourth edition of the OECD

> BOPCOM endorsed the IMF proposal to conduct the CDIS on an annual basis at its meeting in November 2009, in
Shanghai, China, P.R..



Benchmark Definition of Foreign Direct Investment (BD4), are used as the basis for
compiling data reported in the CDIS.

1.13 The CDIS seeks to obtain direct investment data by immediate counterpart economy as
part of the core datasets. Where bilateral information may be confidential, compilers are
asked to report regional breakdowns that would overcome the confidentiality concerns. While
such regional data would be of less analytical value than country detail, they would,
nonetheless, be of greater value than including such data in an “all other” category, that is,
combining all confidential data into a single figure. Annex | provides a list of potential
counterpart economies as well as regional aggregates to be used in attributing inward and
outward direct investment positions.

Additional items

1.14 Participants in the CDIS may also wish to collect additional information related to direct
investment for their own use. The additional data are, however, not required to be provided by
participants in the CDIS to the IMF.

1.15 The additional items that are considered to be of particular value are:

- industry (however, a breakout of data for resident enterprises that are financial
intermediaries is sought on the IMF Data Reporting Templates (see Chapter 4))

- round tripping

- income

- financial transactions

- market values on additional bases (the core data in the CDIS are to be reported to the IMF
using one proxy for market value)

- ultimate direct investor

There is further discussion on industry classification and round tripping in Annex IV. Income,
financial transactions, market values on additional bases, and ultimate direct investor are
discussed further on the IMF’s website on the CDIS (http://www.imf.org/cdis).

Organization of the Guide
1.16 This survey guide is organized as follows:

Chapter 1: Introduction. This chapter provides general information.

Chapter 2: Units to be Surveyed. This chapter helps to establish the survey frame of
statistical units involved in direct investment, i.e., direct investment enterprises and direct
investors.

Chapter 3: Information to be Collected in the Survey. This chapter identifies items of
information that are to be collected, and provides model survey forms for inward and outward
direct investment as well as a model survey form for all components of the international
investment positions (including direct investment).



Chapter 4: Compilation and Reporting of Direct Investment Statistics. This chapter provides
detailed guidance on these topics, and includes Templates that may be used as models for
reporting data to the IMF.

Chapter 5: Undertaking the CDIS. This chapter explores some of the practical issues
involved in conducting the survey by identifying the main tasks and suggesting a timeframe.

There are 5 annexes:

Annex | presents the list of countries and geographical groupings.

Annex Il discusses residence and institutional units in more detail than in Chapter 2.

Annex |11 elaborates on the Framework of Direct Investment Relationships (FDIR)
(introduced in Chapter 2) and discusses the Participation Multiplication Method (an
alternative to the FDIR).

Annex IV describes industry classification and round tripping in more detail.

Annex V lists the participants in the Task Force who assisted the IMF in preparing this Guide.

10



CHAPTER 2: UNITS TO BE SURVEYED.

Direct investment arises when a unit resident in one economy makes an investment that gives
a significant degree of influence over the management of an enterprise that is resident in
another economy. This concept is operationalized where a direct investor (DI) owns equity
that entitles it to 10 per cent® or more of the voting power in the Direct Investment Enterprise
(DIE) (which is usually equal to ownership of ordinary shares). Once that threshold has been
reached, the entities involved are said to be in a direct investment relationship, and the equity
and debt positions between the DI and the DIE, and between all DIEs of the same DI, are
included in direct investment, except for debt between financial intermediaries. Included in
direct investment are entities that have a common investor but which do not hold 10 percent
or more equity in each other. These entities are known as ‘‘fellow enterprises . Data in the
CDIS are recorded by economy based on the location of the immediate counterpart to a direct
investment position.

2.1 The purpose of this chapter is to explain how to help establish/update the survey frame,
which is made up of the economy’s units that are DIEs, DlIs, and/or fellow enterprises.
Delineating the units as DIEs, Dls, and/or as fellows is important for at least two reasons.
First it helps in determining the type(s) of survey(s) required (a survey form for units with
foreign equity ownership, or a survey form for units that have equity ownership abroad - see
chapter 3). Second, it helps in compiling the data collected as inward and outward direct
investment (see chapter 4). Both DIs and DIEs have to be institutional units, or constitute a
group of institutional units under common ownership, that are residents of the economy in
which the survey is conducted.

2.2 The chapter first provides simple examples of institutional units that are involved in a
direct investment relationship. This is followed by examples where more than one resident
institutional unit is involved, including local enterprise groups, and other complex examples
of direct investment relationships. Finally, an overview is provided of sources that can be
used to build a survey frame comprising resident direct investment units.

2.3 Compilers, especially those that will conduct a direct investment survey for the first time,
may not have sufficient information to identify the most complex cases of institutional units
involved in direct investment but nonetheless should proceed with the survey, because
information for the more complex cases can often be developed or built up from less complex
cases and from repetition of the survey.

® In practice, significant influence may arise in some cases with less than 10 percent of voting power. However, for
the CDIS, a threshold of at least 10 percent ownership is adopted for consistency with other international guidelines
and to facilitate international comparability.
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Institutional units resident in an economy

2.4 Units that are to be considered DIs or DIEs are institutional units in their own right, that
is, they meet specific criteria such as having or potentially having their own set of accounts. ’
Institutional units can be corporations (defined in statistical terms to include incorporated
entities, investment funds, branches, notional resident units, trusts, and other
quasicorporations), nonprofit institutions, government units, and households.

2.5 Direct investment institutional units generally involve corporations although nonprofit
institutions and government units can also be involved in direct investment, as can households
(the latter three as DIs only). It should be stressed that institutional units are not necessarily
autonomous, as wholly-owned subsidiaries and branches are recognized as separate
institutional units from their parent units. Each institutional unit is a resident of one and only
one economic territory determined by its center of predominant economic interest. Although
residency is generally established by occupying premises within an economic territory, the
location needs not be fixed so long as it remains within the economic territory. Actual or
intended location for one year or more is used as an operational definition; while the choice of
one year as a specific period is somewhat arbitrary, it is adopted to avoid uncertainty and
facilitate international consistency. Annex Il provides more details on residence issues and a
fuller description of the various types of institutional units, stressing direct investment
relationships, such as the special cases of construction, and operators of mobile equipment
abroad.

Direct investment institutional units

2.6 By definition, there is cross-border ownership among institutional units that are involved
in direct investment?. The following first reviews various cases of “corporations” (e.g.,
incorporated entities and quasicorporations including branches) and, to the extent of their
possible involvement in direct investment relationships, also makes reference to households,
government units, and nonprofit institution serving households. (Annex Il provides further
details on institutional units.)

2.7 In the case of an incorporated entity (i.e., a legal entity), it is generally straightforward
to identify the institutional unit (for instance incorporated entities such as subsidiaries of
foreign companies, investment funds, etc.). Direct investment is typically based on voting

" The main attributes of an institutional unit are that: it is entitled to own goods or other assets in its own right; it is,
therefore, able to exchange the ownership of goods or other assets in transactions with other institutional units; it is
able to take economic decisions and engage in economic activities for which it is itself held to be directly responsible
and accountable at law; it is able to incur liabilities on its own behalf, to take on other obligations or future
commitments and to enter into contracts; and has a complete set of accounts, including a balance sheet, or it would be
possible and meaningful, from both an economic and legal viewpoint, to compile a complete set of accounts, if they

were to be required.

® That ownership may be direct or indirect, or it may arise because both units are owned by a common investor that is

a Dl in at least one of the units.
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power that arises from ownership of equity (10 percent or more). Voting power often is on a
one-share one-vote basis. It may however be greater or less than the percentage of shares held
when there are “golden shares” or dual classes of shares (i.e., where some shares have higher
weights that allow one or more parties to exercise voting power disproportionately to their
share ownership).

2.8 In some cases, voting power may be exercised without commensurate ownership of
shares. For instance, for unincorporated entities, covering branches and other
quasicorporations, there are no shares in the sense of a tradable instrument. In such cases, it is
important to delineate the units from its owners when the owner is resident of another
economy. For instance, branches can be part of a single legal entity that operates in more than
one economy; the branch and its nonresident parent should be considered two distinct
institutional units, one resident, the other nonresident. As a general rule, an entity should not
be combined with its owners if one or more owners are resident in another economic territory.
The use of an economic territory as the scope of economic statistics means that each member
of a group of affiliated enterprises is resident in the economy in which it is located, rather
than being attributed to the economy of location of the head office.

2.9 If possible, the operations of a multi-territory enterprise in each territory should be
treated according to the principles for identifying branches. If that is not feasible because
operations are so seamless that a separate set of accounts is not maintained, it is necessary to
prorate the total operations of the enterprise into the individual economic territories.
Contributions to actual operations should be the basis for prorating the enterprise into each
component economic territory, a process that compilers may find difficult to implement.

2.10 Financial corporations consist of all corporations and quasicorporations that are
principally engaged in providing financial services, including insurance and pension fund
services, to other institutional units. The production of financial services is the result of
financial intermediation, financial risk management, liquidity transformation, or auxiliary
financial services. It is important to identify financial intermediaries separately from other
financial corporations, as any debt between financial intermediaries (except insurance
corporations and pension funds) is excluded from direct investment (that is both parties are
financial intermediaries other than insurance corporations and pension funds).

2.11 The major financial intermediaries covered by the exclusion are deposit-taking
corporations,” money market funds (MMFs), non-MMF investment funds, and other financial
intermediaries, except insurance corporations and pension funds. See Annex Il for a fuller
description.

% A more common word for “deposit-taking corporations” is “banks”. However, it should be noted that, in some
economies, “banks” may cover a variety of institutions, some of which may not meet the criteria of “deposit-taking
corporations”, whereas, in other economies, some entities may meet the criteria for “deposit-taking corporations” but
they are not called “banks”.
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Creation of notional unit where preliminary expenses are incurred before establishing a legal
entity

2.12 A resident enterprise is identified when preliminary expenses including mining rights,
license fees, site preparation, building permits, purchase taxes, local office expenses, and
lawyers’ fees are incurred prior to establishing a legal entity. As a result of identifying a
quasicorporation, those preparatory expenses are recorded in the economy of the future
operations as being resident-to-resident transactions that are funded by a direct investment inflow,
rather than as sale of nonproduced assets to nonresidents, exports of legal services, and so on.
Because of the limited scale of these activities, assembly of acceptable data for these enterprises
is often feasible, despite the lack of incorporation. If the project does not subsequently go into
operation, the value of the direct investment is eliminated by an entry for other changes in the
volume of assets or liabilities.

International financial centers, units involved with “in transit” or “pass through” finance, and
financial intermediaries.

2.13 Some DIEs exist solely for the purpose of transferring funds—that is, funds that pass
through an enterprise resident in an economy to an affiliate in another economy—and may take
the form of: special purpose entities, holding companies, and financial institutions that serve
other nonfinancial affiliates'®. These units are included in direct investment of an economy even
though the funds they transfer may have little impact on the local economy. Not only are the
entities that are engaged in pass-through funding classified as direct investment units, but also the
funds in transit are included in direct investment (unless excluded because it represents debt
between affiliated financial intermediaries). These funds are an integral part of a direct investor’s
financial transactions and positions with affiliated enterprises; excluding these funds from direct
investment would distort and substantially understate direct investment financial flows and
positions at aggregate levels; and the inclusion of these data in direct investment promotes
symmetry and consistency among economies. Stated somewhat differently, if a country of
convenience that is the home to large SPEs were to experience a currency or political crises, data
users would find data sets that look through SPEs to be of little help to them. It should also be
noted that transactions and positions are commonly transformed by SPEs, from debt to equity,
long-term to short-term, local currency to foreign currency, etc., and these transformations alter
risk characteristics in important ways. For these reasons, positions with SPEs, and SPE positions
with others, are important for analytical purposes. In fact, there is at present no internationally
agreed method for following the funds through intermediate enterprises to their ultimate
destinations.

2.14 Physical presence in an economy is not a pre-condition for the existence of an institutional
unit. For example, banking, insurance, investment funds (as distinct from their managers),
securitization vehicles, and some special purpose entities often operate with little or no physical
presence. Similarly, with “virtual manufacturing”, all the physical processes are outsourced to

19 See the section Flexible corporate structures with little or no physical presence in Annex Il for a further
discussion of these institutional units.
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other units. In the absence of any significant physical dimension to an enterprise, its residence is
determined according to the economic territory under whose laws the enterprise is incorporated or
registered.

Estates, trusts, and partnerships

2.15 Estates, trusts, and partnerships are treated as separate institutional units if they are
constituted in a different territory from that of their owners or beneficiaries.

Special zones

2.16 It should be noted that sometimes an economy has a separate physical or legal zone that
is under its control, but to which, to some degree, separate laws are applied. For example, a
free trade zone or offshore financial center may be exempt from certain taxation or other
laws. These special zones should always be included in the economic territory, because of the
need to view the whole economy, to have comprehensive global data, and to be compatible
with partner data.

Households

2.17 Households are also institutional units. A household is resident in the economic territory
in which household members maintain a dwelling or succession of dwellings treated and used
by members of the household as their principal dwelling. Similar to the other types of
institutional units, households can be direct investors by holding voting power over
businesses. Also, resident households can own real estate abroad (and nonresident households
can own real estate in the compiling economy) that, by convention, is treated as direct
investment. However, the data on such investments are often difficult to obtain directly from
households, and so other means may need to be used to compile the statistics."

Governments

2.18 Governments are unique kinds of legal entities established by political processes and have
legislative, judicial, or executive authority over other institutional units within a given area.
Viewed as institutional units, the principal functions of government are to assume responsibility
for the provision of goods and services to the community or individual households and to finance
their provision out of taxation or other incomes; to redistribute income and wealth by means of
transfers; and to engage in nonmarket production.

Nonprofit institutions serving households

2.19 Nonprofit institutions serving households are entities mainly engaged in providing goods
and services to households or the community at large free of charge or at prices that are not

1 For example, real estate brokers or dealers, settlement attorneys, and other intermediaries may be able to provide
information that would improve the compilation of data on real estate holdings of households.
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economically significant (and thus are classified as nonmarket producers), except those that are
controlled and mainly financed by government units. Examples include charities, relief and aid
organizations financed by voluntary transfers as well as trade unions, professional or learned
societies, consumers’ associations, religious institutions, and social, cultural, and recreational
clubs, where these do not charge economically significant prices.

Sources for identifying direct investment units for the survey frame

2.20 The sources of information on potential survey respondents having foreign ownership
and/or investment in enterprises abroad are varied, and the work required to compile an
information database will depend on the extent to which such an information database already
exists in the compiling agency. For instance, local head offices may report on behalf of all
business units that they control in the compiling economy. This group approach to reporting
limits the number of units that need to be approached to those that can best provide the
information. Where there is reporting for the group, it is important for the respondents to note
what units within the enterprise group are covered in their submitted report(s). (See next
section “Direct investment enterprises and direct investors”.)

2.21 The following represent some of the sources for compiling a mailing list:

e Records of businesses maintained by the national statistical agency or other
government agencies. The businesses can be approached with brief screening surveys,
asking whether they have foreign ownership or whether they have investment in
enterprises abroad.

e Business data collections already run by the statistical agency or other government
agencies. Information necessary for a direct investment information database may be
elicited from another survey, either by direct inspection of the other survey's register or by
adding one or two exploratory questions to that survey.
e Government administrative sources, which might include:

information held by foreign investment approval or monitoring boards;

statutory company reports and company registration details;

records held in foreign exchange control or international transaction reporting

systems, e.g., records identifying the originators or recipients of direct investment

flows;

and taxation records, files, or lists.*?

12 Business taxation records may be an important source of information for compiling an information database in
some countries. However, such information may be more focused on operating businesses with employees.
Moreover, a survey drawn randomly from such a large dataset could be inefficient in terms of reporting load and
public resources due to the large numbers of nil responses from organizations with no international investment.
Quality assurance is also difficult for direct investment measures drawn from such records.
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e Other official and regulatory sources include annual statutory accounts for public
companies.

e Media reports. Newspapers and periodicals are particularly useful sources for
information on potential reporting entities. A high proportion of significant transactions
are reported in the media and these may be used not only to update the information
database, but also to cross-check data reported in the survey. The use of traditional print
media may be supplemented with information obtained electronically from commercial
business news services and via the internet.

e Publicly available databases and reports may provide a wide variety of information,
including the stock exchange register (additional helpful information may also be
provided by the stock exchange); commercial equity registry information services;
international credit rating agencies' publications; and market research reports or services
by accounting or brokerage firms.

e Trade associations can be a useful source of information. Apart from the positive
public relations aspects of a close relationship between the statistical agency and trade
associations, many trade associations can make available lists of members, often with
indications of their financial size. Particularly in the financial sector, their members may
be significant users of official statistics and thus have a vested interest in promoting
provision of accurate data and in assisting statistical data collection agencies.

e Information from investment promotion agencies and other government sources can be
used to determine the coverage of the survey, even though not all of the investment
intentions may have been carried out. Similarly, reports in the financial press may indicate
that discussions have taken place on possible cross border investment but there may be
insufficient information to confirm that the investment was consummated. These leads
should also be included in the frame, if sizeable. In many instances, the compilers may be
familiar with the ownership structures of firms, such as in the oil and gas sector or
banking. In other cases, such as in the case of goods/services exporters and importers, it
may be difficult to know if there is any foreign ownership links and national compilers
should consider surveying the largest firms, based on available information, e.g., based on
value of trade flows, balance sheet, etc. In effect, the first survey will partly be an
exploratory survey.

2.22 Where a direct investment survey is being conducted for the first time or is a relatively
new undertaking, the focus should initially be on all large potential direct investment
enterprises/investors. From there, work to identify other, small- and medium-sized, firms can
be progressively developed, as resources permit. The matter of response and compilation
burden will also need to be taken into account in deciding coverage and follow-up efforts
when firms fail to respond on time or report questionable data.
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Direct investment enterprises and direct investors

2.23 In many cases, notably for economies conducting a direct investment survey for the first
time, the survey results will help to establish if a unit is a DIE and/or a DI or a fellow
enterprise.

2.24 In other cases that are covered in this section, the information on the relationships
between units may be available from previous survey results or other sources. This section
provides guidance on the reporting units in such cases. In simpler cases, a DIE is represented
by a single resident institutional unit that has at least 10 percent of its voting power held
abroad; similarly, a DI may be a single resident institutional unit that has at least 10 percent
voting power in an nonresident direct investment enterprise.

2.25 The DIE as well as the DI can also involve several institutional units that are resident in
the same economy. When these units are consolidated or combined for statistical purposes
into a single DI or DIE, they are referred to as a “local enterprise group”.

2.26 In the case of a resident DI, the local enterprise group includes not only the institutional
unit with direct investment abroad, but also the institutional units that it directly or indirectly
controls in its own (local) economy; looking up its ownership chain, it includes the resident
institutional units that directly or indirectly control it; and looking down the ownership chains
of each of these enterprises, includes resident enterprises along an unbroken chain of control.
Thus, in the case of a resident DI, local groups include only controlled resident units.

2.27 Inthe case of a resident DIE, the local enterprise group includes the resident enterprise
that is directly controlled or influenced by a foreign direct investor, plus the institutional units
that it directly or indirectly controls in its own (local) economy. Thus, two DIEs in the same
economy, directly owned and controlled by the same DI, are NOT in a local enterprise group.

Local enterprise groups as DIE and as DI

Examples of treatment of direct investment enterprises that are resident in the same economy

Example 1: “Local enterprise group” of inward direct investment

Figure 2.1

Economy 1
A

(100 W equity) 75 loan from Ato C
Economy 2 4 “a

B C

A 4

25 (100 percent of equity)
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2.28 In Figure 2.1, A, resident in Economy 1, owns all the equity in B (50), which is resident
in Economy 2. B owns all the equity in C (25), also resident in Economy 2. A has lent 75 to
C.
2.29 In the above instance, B and C represent the “local enterprise group”, and B and C could
be reported as a consolidated enterprise or separately, whether B is an operating enterprise or
a holding company.

Example 2: Not a “Local enterprise group” for inward direct investment
Figure 2.2

Economy 1

A
50 25 (100 percent of equity)
(100 pereént of equity) 75 loan from Ato C
Economy 2 \

B C

2.30 In Figure 2.2, A, resident in Economy 1, owns all the equity in B (50), which is resident
in Economy 2. A also owns all the equity in C (25), which is also resident in Economy 2. A
has lent 75 to C.

2.31 In this instance, B and C do not represent a “local enterprise group”, as B does not
control C, and C does not control B. It is recommended that these enterprises report
separately.

2.32 If adirect investor has several related resident enterprises that invest abroad in other
related entities, the whole of the local group can be regarded as one unit. In the following
example, A owns 100 percent of D and both are residents of the same economy; A has a
direct investment ownership interest in B, and D has a direct investment relationship with C
(because both C and D have A as a common owner, either directly or indirectly). In this
instance, economies may treat A and D as one statistical unit, and B and C as one statistical
unit.
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Example 3: “Local enterprise group” for outward direct investment

Figure 2.3
Economy 1 A igl?i?; e D
100 percent equity, Lends 50 '
Economy 2 B 100 percent C
equity

Determining direct investment relationships

2.33 As can be seen with the “local enterprise groups”, the underlying ownership links of
direct investment can be quite complicated. To understand what is, and what is not, direct
investment, the Framework for Direct Investment Relationships (FDIR) has been developed
to provide criteria for determining whether cross-border ownership results in a direct
investment relationship, based on control and/or influence. Under the BPM6 and the BD4, the
FDIR is the conceptually preferred method of identifying entities that are in a direct
investment relationship. Because the FDIR may frequently be difficult to apply fully, two
additional methods of identifying direct investment relationships are also acceptable
according to the two manuals. These are the Participation Multiplication Method (PMM) and
the Direct Influence/Indirect Control Method (DIIC). The DIIC method is briefly described
below, because it is one of the simpler methods, and its use will promote bilateral symmetry
because it is employed by many economies. (The FDIR and the PMM are explained further in
Annex 11l and a more comprehensive description is available on the CDIS website, which can
be found at http://www.imf.org/external/np/sta/cdis/index.htm.) Economies that are not
currently collecting data on any of these three different methods should consider initially*
adopting one of the two simpler methods (the DIIC or the PMM) to identify direct investment
relationships.

2.34 The DIIC method includes in direct investment all enterprises whose voting power are
10 per cent or more directly owned, plus all enterprises that are controlled by them
(ownership of more than 50 per cent of the voting power), plus all other enterprises in a
continuous chain of majority ownership™.

2.35 This method allows the first link in an ownership chain to be a non-controlling
(influencing) link, but all subsequent links must be controlling links. In Figure 2.4 according
to the DIIC method, B and C are in a direct investment relationship with A and with each

3 Economies that currently use one of the two acceptable alternative methods are encouraged to adopt the FDIR
over time.

1 Once this group of enterprises is identified, if they reside in the same economy, they may be combined into a LEG.
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other; E and G are also in a direct investment relationship with A (indirectly), B and C and
with each other, while enterprise D is only in a direct investment relationship with B and E,
and enterprise F is in a direct investment relationship with only C and G.

Figure 2.4 Direct Influence / Indirect Control Method

A
Economy 1
Economy 2
B C
0% / Nso% 30%% w
Economy 3 D E F G

2.36 Looking at Figure 2.4 from the perspective of A, under the DIIC, A is in a direct
investment relationship with all enterprises below it in the chain except D and F (because they
are indirectly owned associates; an associate is an enterprise that is owned at least 10 percent
but not more than 50 percent).

2.37 Thus the DIIC breaks the ownership chain at the second influencing link (as in the
FDIR). On the other hand (and contrary to the FDIR), the DIIC breaks the ownership chain at
the first influencing link where the first link from the investor is a controlling link. As such,
the DIIC will always identify the enterprises in a direct investment relationship as a subset of
those identified by the FDIR.
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CHAPTER 3: INFORMATION TO BE COLLECTED IN THE SURVEY

This chapter first defines equity and debt instruments and explains the valuation methods to
be used when requesting the data on FDI positions. As well, models of survey questionnaires
are provided.

Equity and debt
Equity

3.1 Equity comprises all instruments and records acknowledging, after the claims of all
creditors have been met, claims on the residual value of a corporation or quasicorporation.
Equity is treated for statistical purposes as a liability of the issuing institutional unit (a
corporation or other unit) to its owner(s).

3.2 Ownership of equity in legal entities is usually evidenced by shares, stocks,
participations, depositary receipts, or similar documents. Shares and stocks have the same
meaning, while depositary receipts are securities that represent ownership of shares held by a
depositary. Participating preferred shares are those that provide for participation in the
residual value upon the dissolution of an incorporated enterprise. Such shares are also equity
securities, whether the income is fixed or determined according to a formula.
(Nonparticipating preferred shares are treated as debt instruments. See below.) Equity
securities comprise listed (listed on stock exchanges) and unlisted shares. For listed shares,
also referred to as quoted shares, the existence of quoted prices means that current market
prices are usually readily available.

3.3 Equity that is not in the form of securities includes equity in quasicorporations, such as
branches, trusts, limited liability partnerships, other types of partnerships, unincorporated
funds, and notional units created for ownership of real estate and other natural resources.
Where significant, cross-border ownership in land and other natural resources should also be
included. (See Annex I1.) Where capital equipment is provided without explicit recognition of
a counterpart financial claim, this is regarded as the injection of equity.

Debt instruments
Intercompany lending

3.4 “Intercompany lending” is used to describe direct investment debt positions between
affiliated enterprises and includes all debt instruments. Debt instruments are those that require
the payment of principal and/or interest at some point(s) in the future. The term debt instrument
is applicable to both the liability and the corresponding debt claim. Debt instruments comprise
deposits, debt securities, and other debt (comprising loans, trade credit, other accounts
payable/receivable, and insurance technical reserves). These instruments may earn interest but
this is not a necessary criterion for an instrument to be classified as debt. All intercompany
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lending between affiliated financial intermediaries (except insurance corporations and pension
funds) is excluded from direct investment, regardless of the type of debt instrument(s) involved.

Deposits

Deposits include all claims that are (1) on a deposit-taking corporation and, in some cases,
other institutional units; and (2) are represented by evidence of deposit. These deposits
may be in the form of transferable balances (on which, for example, cheques may be
written) or other, less liquid, forms of deposit.

Debt securities

Debt securities are negotiable instruments serving as evidence of a debt normally traded in
financial markets. They include bills, bonds, certificates of deposit, bankers’ acceptances,
commercial paper, debentures, asset-backed securities, index-linked securities™, and, also,
nonparticipating preferred stocks or shares (instruments that pay a fixed income but do not
provide for participation in the distribution of the residual value of an incorporated
enterprise on dissolution). Bonds that are convertible into equity should also be classified
as debt prior to the time that they are converted to equity.

Other debt

Other debt comprises: loans (including financial leases), trade credit (that is, direct credit
between an importer and an exporter; trade credit includes prepayments), and all other
accounts receivable/payable.

Excluded instruments

3.5 Financial derivatives and one-off guarantees are excluded from direct investment.
Financial derivatives are excluded largely on practical grounds. One-off guarantees represent
loans or securities that are guaranteed with such particular circumstances that it is not possible
for the degree of risk associated with them to be calculated with any degree of precision. They
are recognized as financial assets or liabilities only at activation, that is, when the event
occurs that makes the guarantor responsible for the liability.

Valuation principles
Equity
3.6 Market value is the recommended basis for valuation for equity in BPM6 and BDA4.

However, several different methods are offered as alternatives in these manuals to facilitate
implementation. For the purposes of the CDIS, where the focus is on consistency of valuation

1> These are debt securities whose principal and/or coupons are linked to another item, such as a price index or
exchange rate.
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for bilateral data, unlisted (or unquoted) equity should be valued using the concept of “own
funds at book value” (OFBV), and listed (or quoted) equity should be valued at its most
recent bid/ask price or at the price at which it was last traded.

3.7 OFBV reflects the value of the enterprise recorded in the books of the DIE, which is the
sum of (i) paid-up capital (excluding any shares on issue that the enterprise holds in itself and
including share premium accounts); (ii) all types of reserves identified as equity in the
enterprise’s balance sheet (including investment grants when accounting guidelines consider
them company reserves); and (iii) cumulated reinvested earnings (which may be negative),
which would take into account charges for consumption of fixed capital*. This valuation
principle applies equally to incorporated enterprises and quasicorporations. Essential features
of OFBV that make its use appropriate for measuring direct investment equity positions at
market value include: most financial instruments on the DIE’s balance sheet are reflected at
an estimate of their current fair values; cumulative reinvested earnings are included; and
depreciation on items of property, plant, and equipment is reflected.

3.8 Listed (or quoted) shares are equity securities that are listed on an organized stock
exchange. Their values can, therefore, be determined by multiplying the number of shares
held by the direct investor(s) or fellow enterprises by the most recent bid/ask price (a
midpoint should be used) or at the price at which the shares were last traded. Usually, the
equity securities of only a relatively small portion of direct investment enterprises are traded
on organized stock exchanges.

3.9 The CDIS requires information be collected from the books of the direct investment
enterprise. First, the books of the DIE are more likely to take into account the activities of the
DIE than are the books of the direct investor. This is because the books of the DIE will
typically incorporate current period results in deriving the stock of retained earnings. In
contrast, the books of direct investors may not reflect the retained earnings of their DIEs,
particularly in the case where the DI does not have a majority ownership in the DIEs
(investments in these DIEs are sometimes carried at cost on an investor’s books).

3.10 Second, using the valuation in the DIE also helps to promote comparability and
consistency of the information collected between economies. Thus, if B, a DIE, resident in
economy 1, has A, resident in economy 2, as its DI, the inward direct investment in economy
1 and outward direct investment from economy 2 should be the same.

3.11 For compilers in economy 1, where the DIE is resident, obtaining the information
required involves direct contact with B. However, compilers in economy 2 may not have
direct access to the information about B, using B’s accounts. Therefore, indirect access may
be necessary — that is, the information should be sought from A, but it needs to be stressed

16 Consumption of fixed capital (COFC) is used in this context in preference to depreciation as the latter is often
based on the historic cost of fixed capital, whereas COFC is a current cost accounting concept. However, it is
possible that the direct investment enterprise will not use current cost accounting; in that case, depreciation (historic
cost accounting) is an acceptable alternative.

24



when approaching A that the information on equity investment in B should be that on B’s
accounts, which may not (necessarily) be the same as that held in A’s accounts.

3.12 It is more likely that the value that the DI will hold in its accounts of its investment in its
DIE(s) will be lower than the value held on the books of the DIE but this is not always the
case. One particular circumstance when the investment by the DI may be larger than the
counterpart investment recorded on the books of the DIE may arise where there has been a
recent takeover of the DIE from another investor. In that case, the purchase price may be
larger than the value recorded on the books of the DIE due to the value of goodwill.
Nonetheless, for the purposes of the CDIS, unless the value on the books of the DIE have
been changed to reflect the purchase, it is necessary that the values on the books of the DIE be
used to ensure consistency and comparability between the DI and the DIE.

Debt

3.13 Inthe CDIS, debt securities are to be valued at market prices, and all types of debt other
than debt securities — that is, loans, deposits, trade credit, other accounts payable/receivable —
are to be valued at nominal value. Nominal value is defined as the amount the debtor owes to
the creditor, which comprises the outstanding principal amount including any accrued and
unpaid interest. That is, it represents the value of funds advanced less any repayments plus
outstanding accrued interest; nominal value also takes into account any adjustments to reflect
changes in debt denominated in a foreign currency. The rate of exchange to be used is the
mid-point between the buy and sell rates on the reference date. Accordingly, let us assume
that DIE B borrowed $100 from its DI A, when the exchange rate was 2:1 between the local
currency and the dollar. At that point, the debt should be recorded on B’s books, in local
currency, at 200. However, at a later date, if the exchange rate has changed to 3:1, and
assuming there has been no further lending or any repayments, and setting aside any accrual
of interest, B should record its liability to A as 300 in local currency (which still equals $100).

Model Survey Forms for Inward and for Outward Direct Investment

3.14  Model survey forms are provided in the appendix to this chapter. Forms 1 and 2 are
designed to provide core data items for the CDIS and so they mainly cover identification
information and direct investment position data. Forms 3 and 4 are for countries that are
exploring changing their collection systems, or those that are starting a survey, that wish to
integrate positions, financial transactions, other changes, and income items, into a single
comprehensive collection vehicle. Form 5 is a model form for countries that wish to use a
single collection vehicle to collect data on all components of the international investment
position, including data on portfolio investment, financial derivatives, and other investment,
as well as for direct investment. All of these forms may need to be modified to meet the
circumstances of individual countries.

3.15 Model Form 1 Collection Form for Inward Direct Investment collects information on

positions between a resident direct investment enterprise and its nonresident direct investor(s). The
form also covers positions between resident and nonresident units that are fellow enterprises.
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3.16  Model Form 2 Collection Form for Outward Direct Investment collects information on
positions between a resident direct investor and its nonresident direct investment enterprise(s). The
form also covers positions between resident and nonresident units that are fellow enterprises.

3.17 Model Form 3 Integrated Collection Form for Inward Direct Investment Positions,
Transactions and Other Changes is designed to collect information on financial transactions,
income, other changes, as well as positions, between a resident direct investment enterprise and its
nonresident direct investor(s). The form also covers financial transactions, income, other change,
and positions between resident and nonresident units that are fellow enterprises.

3.18 Model Form 4 Integrated Collection Form for Outward Direct Investment Positions,
Transactions and Other Changes is designed to collect information on financial transactions,
income, other changes, and positions, between a resident direct investor and its nonresident direct
investment enterprise(s). The form also covers financial transactions, income, other changes, and
positions between resident and nonresident units that are fellow enterprises.

3.19 Model Form 5 Collection Form for International Investment Positions for Direct Investment
and Other Cross Border Positions is designed to collect positions data for all components of the
international investment position.

3.20 It should be noted that any given unit can simultaneously be a direct investor, a direct
investment enterprise, and a fellow enterprise. Therefore, to obtain data on both inward and
outward direct investment, the same enterprise may need to complete both a form on inward direct
investment and a form on outward direct investment.

26



Appendix to Chapter 3: Model Forms
Model Form 1. Collection Form for Inward Direct Investment Positions

The following is a model letter for forwarding the form to potential respondents:
Dear Sir/Madam,

The [name of agency] is conducting this survey to obtain data on investments between your enterprise and your
foreign direct investor (that is, the foreign enterprise that owns 10 percent or more of the voting equity in your
enterprise) and investments with nonresident fellow enterprises (that is, selected investments with foreign
enterprises that have your same owner). The survey is conducted as part of a global undertaking, being
coordinated by the International Monetary Fund. Your cooperation in completing this survey questionnaire is
appreciated.

Completing and returning the questionnaire

Please take time to review the questionnaire before completing it. Do not hesitate to contact us if you have any
difficulty understanding or completing the questionnaire at [phone number and/or email address of the contact
person].

Why do we need to collect this information?

Information from this questionnaire is needed to provide reliable and up-to-date information on direct
investment in [name of country]. Such information is needed for economic analysis, for constructing the
international investment position accounts (that is, the assets and liabilities of [name of country] with the rest of
the world), for measuring how investments have grown over time, and in understanding the impact of these
investments.

Mandate and confidentiality

This questionnaire is being conducted [cite the legislative or other authority for collecting this information].
Any information that you supply will be used for statistical purposes - it will only be published in aggregate
form that prevents the disclosure of data by individual respondents. Data relating to individual enterprises will
not be made available to anybody other than staff implementing the exercise. They are bound to secrecy:
breaches of your confidentiality will be dealt with severely and may result in the perpetrator being fired, fined
and/or imprisoned.

Dissemination of findings
We want to ensure you receive tabulated data and analytical outputs as soon as possible and expect that this will

enrich your own decision-making. The findings will be posted on the [name of agency] website and released
through the [name of agency’s] publications (such as its Monthly Bulletin and Annual Report).

Signed [Head of agency]
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How to complete and return this questionnaire

Coverage: This questionnaire collects information on investment positions between your enterprise and foreign
companies that directly or indirectly have a 10 percent or more voting ownership in your enterprise, and between
your enterprise and fellow enterprises abroad (that is, investments with foreign enterprises that have your same
owner), as of end-December 2009. (The term “enterprise” is used here and later to sometimes refer to the
statistical reporting unit. This may be a local enterprise group instead of an enterprise.)

Due Date: The due date for submission of your completed questionnaire is March 31, 2010.

Completing and returning the questionnaire:

Please submit the questionnaire in paper or electronic form. Questionnaires that are mailed should be delivered
to (indicate postal address). Questionnaires that are emailed should be directed to the following email box:
(indicate email address). If you have any questions regarding completing and/or returning the questionnaire,
please contact us at: [phone number and/or email address of the contact person].

In addition to completing the questionnaire, would you please provide a copy of your enterprise’s 2009 income
statement and balance sheet. These financial statements may allow us to review your questionnaire results
without troubling you.

Content:
The questionnaire is made up of three sections.

Section A asks for general information about your enterprise (please answer the applicable questions).

Section B provides the reporting instructions, including definitions of terms such as fellow enterprise, that
should be used for completing Section C.

Section C asks for data on the values outstanding of both assets and liabilities, equity and debt, between your

enterprise and your direct investor (Section C1) and asset and liability positions with fellow enterprises abroad
(Section C2). If audited data are not available, unaudited estimates are acceptable.

Section A. General Information on your Enterprise

1.1. Name of your enterprise

1.2 Name / position of person completing form 1.3. Name / Position of alternative contact
person

1.4. Postal Address

1.5. Telephone 1.6. Fax number 1.7. E-mail address

number

1.8 If the questionnaire is being completed for the 1.9 The information provided on this form is

enterprise by an agent (such as its accounting correct.

firm), please provide the name, postal and email

addresses, and phone number. Signed (senior company officer or company
agent)
Date
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1.10. If your enterprise is part of a local group (see definition in Section B), please list the other enterprises in
the group that operate in [name of country] and indicate if the data in Section C includes these enterprises (please

tick the columns below accordingly).

Name of other resident enterprises in your local enterprise group Not included Included
(Please indicate if data for these enterprises is included in section C)

1.11. What is the principal area of activity of the reporting enterprise or local enterprise group, based on turnover

(tick one):

A. Agriculture, forestry, and fishing

K2 — Finance and insurance, except financial intermediary

B. Mining and quarrying

L — Real estate activities

C. Manufacturing

M — Professional, scientific and technical

D. Electricity, gas, steam and air-
conditioning supply

N — Administrative and support services

E. Water supply, sewerage, waste
management and remediation
activities

O — Public administration

F. Construction

P — Education

G. Wholesale and retail

Q — Human health and social work

H. Transport and storage

R — Arts, entertainment and recreation

| — Accommodation and food service

S — Other services activities

J — Information and communication

T — Activities of households as employers of domestic
personnel; undifferentiated goods- and services-producing
activities of private households for own use

K1 — Financial intermediary

U — Activities of extraterritorial organizations and bodies

Section B. Reporting Instructions, Definitions and Guidelines

The reporting period:

This questionnaire asks for balances with nonresidents as of December 31, 2009. Data as of a date between
November 15, 2009 and February 15, 2010 are acceptable. Please indicate the date to which these data relate at
the top of the information tables requested in Sections C1 and C2.

Valuation of data to be reported in section C:

Please report data according to the following guidelines:

Currency:

Report all data in [thousands of units of local currency]. If the currency(ies) of denomination of any of your
enterprise’s foreign assets and liabilities is(are) not in [local currency], please use the end-of-year foreign
currency exchange rates to convert to [local currency].

Shareholders’ funds:

Please report shareholders’ funds (i.e., net worth) on the following basis:

- the sum of your foreign direct investor’s or fellow enterprise’s (see below for definitions) claims on your net worth,

consisting of:
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(i) paid-up capital (excluding any shares on issue that the enterprise holds in itself and including share premium
accounts) or equivalent for unincorporated enterprises;

(i) all types of reserves identified as equity in the enterprise’s balance sheet (including investment grants when
accounting guidelines consider them a component of owners’ equity); and

(iii) cumulated retained earnings (which may be negative).

In determining your net worth (and therefore in determining your foreign direct investor’s or fellow enterprise’s
claims on your net worth), most financial assets should be reflected at an estimate of their current fair values;
cumulative reinvested earnings should be included; and depreciation on items of property, plant, and equipment
should be included. If your normal bookkeeping or accounting rules do not value these items as described above,
please adjust their values before calculating the amounts to enter in Section C.

Debt instruments:
Loans and trade credit and other accounts payable

Please report on a nominal value basis (after allowing for any changes that may result from changes in
exchange rates)

Nominal value represents the value of funds advanced less any repayments plus any outstanding accrued
interest.

Debt securities
Please report the market value of the securities, as of the balance sheet date.

Definitions of entities in the questionnaire: direct investment enterprises, direct investors, fellow enterprises,
and local enterprise group

Direct investment enterprise: A direct investment enterprise is an enterprise, resident in one economy, in
which an enterprise, resident in another economy, holds 10 percent or more of the equity, either directly or
indirectly.

Units are viewed as residents of [name of economy] if they have resided (or intend to reside) for a year or more
in [name of economy]. A direct investment enterprise’s local enterprise group includes the resident enterprise
that is at least 10 percent directly owned by a foreign direct investor (see below for definition), and the resident
enterprises that it directly or indirectly controls in its own economy. All of these enterprises should be included
in inward direct investment whether you report data for them on a single report for the local enterprise group or
you report data on separate reports.

A direct investor is an enterprise, resident in an economy, that directly or indirectly holds 10 percent or more of
the equity in a nonresident direct investment enterprise.

A resident fellow enterprise is an enterprise that is a resident of [name of economy]; that is in a direct
investment relationship with a nonresident enterprise because they have a common parent that is a direct investor
in at least one of the enterprises; and neither of the fellow enterprises holds 10 percent or more of the equity in
the other.

Units are viewed as nonresidents of [name of economy] if they have resided (or intend to reside) abroad for a

year or more. If you are not sure of the residence of an enterprise, please contact us so that we may determine its
status.
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Section C. Asset and liability positions of the direct investment enterprise with its foreign direct investor
(Section C1), and of the resident fellow enterprise with its fellow enterprises abroad (Section C2), by
country of the foreign units with whom the accounts are held. Please report in thousands of [local currency],
using the valuation guidelines described in Section B.

C1: Direct investment enterprise’s positions with its foreign direct investor

Positions as of ............

(in thousands of units of local currency)

(insert date to which the information refers)

Country of
location of
foreign direct
investor

Equity and debt liabilities to foreign direct

investor

Equity and debt claims on foreign direct
investor (so-called “reverse investment”)

Equity owned by direct
investor — report the
value of your direct
investor’s claims on
your net worth

Debt liabilities to
direct investor

Debt claims on
direct investor

Equity claims on
direct investor -
report your claims
on your direct
investor’s net worth

C.2. Your enterprise’s positions with fellow enterprises abroad.

If your enterprise has no positions with nonresident fellow enterprises, please indicate N/A:

and do not complete the section below.

If you are a fellow enterprise, please indicate below the residence of the ultimate controlling parent of your enterprise,

that is, the enterprise at the top of the control chain:

Residence of ultimate controlling parent of your enterprise (please tick one case and see note below)

Nonresident of your own economy

Do not know

Resident of your own economy

Note: If you are a resident fellow enterprise, and your ultimate controlling parent is a nonresident of your own
economy, asset and liability positions with fellow enterprises abroad are regarded as inward direct investment. If
your ultimate controlling parent is a resident of your own economy, asset and liability positions with fellow
enterprises abroad are regarded as outward direct investment. If it is unknown whether your ultimate controlling
parent is a resident or a nonresident of your own economy, then asset positions with fellow enterprises abroad
are regarded as outward direct investment, and liability positions with fellow enterprises abroad are regarded as
inward direct investment. For convenience, all positions with fellow enterprises abroad may be reported either
on report form 1 (inward direct investment), or on report form 2 (outward direct investment), but please do not
report such positions on both report forms 1 and 2.
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Positions as of ............

(insert date to which the information refers)

(in thousands of units of local currency) with fellow enterprises abroad

Country of location
of fellow enterprise
abroad

Equity and debt liabilities to fellow

enterprise abroad

Equity and debt claims on fellow

enterprise abroad

Equity owned by
fellow enterprise
abroad — report the
value of your fellow
enterprise abroad
claims on your
enterprise’s net
worth

Debt liabilities to
fellow enterprise
abroad

Debt claims on
fellow enterprise
abroad

Equity claims on
fellow enterprise
abroad - report your
enterprise’s claims
on the net worth of
your fellow
enterprise abroad

Thank you for your cooperation.
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Model Form 2. Collection Form for Outward Direct Investment Positions

The following is a model letter for forwarding the form to potential respondents:

Dear Sir/Madam,

The [name of agency] is conducting this survey to obtain data on investment between your enterprise and your
foreign direct investment enterprises (i.e., nonresident enterprises in which your enterprise directly or indirectly
holds 10 percent or more of the voting equity) and investments with nonresident fellow enterprises (that is,
investments with foreign enterprises that are owned by your same owner). The survey is conducted as part of a
global undertaking, being coordinated by the International Monetary Fund. Your cooperation in completing this
survey questionnaire is very much appreciated.

Completing and returning the questionnaire

Please take time to review the questionnaire before completing it. Do not hesitate to contact us if you have any
difficulty understanding or completing the questionnaire at:[phone number and/or email address of the contact
person].

Why do we need to collect this information?

Information from this questionnaire is needed to provide reliable and up-to-date information on direct
investment abroad. Such information is needed for economic analysis, for constructing the international
investment position accounts (that is, the assets and liabilities of [name of country] with the rest of the world),
for measuring how investments have grown over time, and in understanding the impact of these investments on
our own economy as well as on the economies that are recipients of investment.

Mandate and confidentiality

This questionnaire is being conducted under the [cite the legislative or other authority for collecting this
information]. Any information you supply will be used for statistical purposes - it will only be published in
aggregate form that prevents the disclosure of data by individual respondents. Data relating to individual
enterprises will not be made available to anybody other than staff implementing the exercise. They are bound to
secrecy: breaches of your confidentiality will be dealt with severely and may result in the perpetrator being fired,
fined and/or imprisoned.

Dissemination of findings

We want to ensure you receive tabulated data and analytical outputs as soon as possible and expect that this will
enrich your own decision-making. The findings will be posted on the [name of agency]” website and released
through the [name of agency’s] publications (such as its Monthly Bulletin and Annual Report).

Signed [Head of agency]
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How to complete and return this questionnaire

Coverage: This questionnaire collects information on your enterprise’s investment positions with foreign
companies in which your enterprise, directly or indirectly, has a 10 percent or more voting ownership, and
between your enterprise and fellow enterprises abroad (that is, investments with foreign enterprises that are
owned by your same owner), as of end-December 2009. (The term “enterprise” is used here and later to
sometimes refer to the statistical reporting unit. This may be a local enterprise group instead of an enterprise.)

Due Date: The due date for submission of your completed questionnaire is March 31, 2010.

Completing and returning the questionnaire:

Please submit the questionnaire in paper or electronic form. Questionnaires that are mailed should be delivered
to (indicate postal address). Questionnaires that are emailed should be directed to the following email box:
(indicate email address). If you have any questions regarding completing, and/or returning the questionnaire,
please contact us at [phone number and/or email address of contact person].

In addition to completing the questionnaire, would you please provide a copy of your enterprise’s 2009 income
statement and balance sheet. These financial statements may allow us to review your questionnaire results
without troubling you.

Content:
The questionnaire is made up of three sections:

Section A asks for general information about your enterprise (please answer all applicable questions).

Sections B provides the reporting instructions, including definitions such as fellow enterprise, that should be
used for completing Section C.

Section C asks for data on the values outstanding of both assets and liabilities, equity and debt, between your
enterprise and your direct investment enterprise(s) located abroad (Section C1) and asset and liability positions
with fellow enterprises abroad (Section C2). If audited data are not available, unaudited estimates are acceptable.

Section A. General Information on your Enterprise

1.1. Name of your enterprise

1.2. Name / position of person completing form 1.3. Name / Position of alternative contact
person

1.4. Postal Address

1.5. Telephone 1.6. Fax number 1.7 E-mail address

number

1.8 If the questionnaire is being completed for the 1.9 The information provided on this form is

enterprise by an agent (such as its accounting correct.

firm), please provide the name, postal and email

addresses, and phone number. Signed (senior company officer or company
agent)
Date
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1.10. If your enterprise is part of a local group (see definition in Section B), please list the other enterprises in
the group that operate in [name of country] and indicate if the data in Section C includes these enterprises (please

tick the columns below accordingly).

Name of other resident enterprises in your local enterprise group Not Included

(Please indicate if data for these enterprises is included in section C) included

1.11. What is the principal area of activity of the reporting enterprise or local enterprise group, based on turnover

(tick one):

A. Agriculture, forestry, and fishing

K2 — Finance and insurance, except financial intermediary

B. Mining and quarrying

L — Real estate activities

C. Manufacturing

M — Professional, scientific and technical

D. Electricity, gas, steam and air-
conditioning supply

N — Administrative and support services

E. Water supply, sewerage, waste
management and remediation
activities

O — Public administration

F. Construction

P — Education

G. Wholesale and retail

Q — Human health and social work

H. Transport and storage

R — Arts, entertainment and recreation

| — Accommodation and food service

S — Other services activities

J — Information and communication

T — Activities of households as employers of domestic
personnel; undifferentiated goods- and services-producing
activities of private households for own use

K1 — Financial intermediary

U — Activities of extraterritorial organizations and bodies

Section B. Reporting Instructions, Definitions and Guidelines

The reporting period:

This questionnaire asks for balances with nonresidents as of December 31, 2009. Data as of a date between
November 15, 2009 and February 15, 2010 are acceptable. Please indicate the date to which these data relate at
the top of the information tables requested in Sections C1 and C2.

Valuation of data to be reported in section C:

Please report data according to the following guidelines:

Currency:

Report all data in [thousands of units of local currency]. If the currency(ies) of denomination of any of your
enterprise’s foreign assets and liabilities is(are) not in [local currency], please use the end-of-year foreign
currency exchange rates to convert to [local currency].

Shareholders’ funds:

Please report shareholder’s funds (i.e., net worth) on the following basis:

- the sum of your claims on the net worth of your direct investment enterprises abroad (see below for definition),

consisting of:
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(i) paid-up capital (excluding any shares on issue that the enterprise holds in itself and including share premium
accounts) or equivalent for unincorporated enterprises;

(ii) all types of reserves identified as equity in the enterprise’s balance sheet (including investment grants when
accounting guidelines consider them a component of owners’ equity); and

(iii) cumulated retained earnings (which may be negative).

In determining your direct investment enterprise’s net worth (and therefore in determining the value of your
claims on its net worth), most financial assets should be reflected at an estimate of their current fair values;
cumulative reinvested earnings should be included; and depreciation on items of property, plant, and equipment
should be included. If your normal bookkeeping or accounting rules do not value these items as described above,
please adjust their values before calculating the amounts to enter in Section C.

Debt instruments:
Loans and trade credit and other accounts payable

Please report on a nominal value basis (after allowing for any changes that may result from changes in
exchange rates)

Nominal value represents the value of funds advanced less any repayments plus any outstanding accrued
interest.

Debt securities
Please report the market value of the securities as at the balance sheet date.

Definitions of entities in the questionnaire: Direct investors, direct investment enterprises, fellow enterprises,
and local enterprise group

Direct investor: A direct investor is an enterprise, resident in an economy, that directly or indirectly holds 10
percent or more of the equity in a nonresident direct investment enterprise.

Units are viewed as residents of [name of economy] if they have resided (or intend to reside) for a year or more
in [name of economy]. A direct investor’s local enterprise group includes the resident enterprise that directly
owns a foreign direct investment enterprise (see below for definition), the resident enterprises that directly or
indirectly control this enterprise, and the resident enterprises that any of these enterprises directly or indirectly
control in their own economy. All of these enterprises should be included in outward direct investment whether
you report data for them on a single report for the local enterprise group or you report data on separate reports.

Direct investment enterprise: A direct investment enterprise is an enterprise, resident in one economy, in
which an enterprise, resident in another economy, holds 10 percent or more of the equity, either directly or
indirectly.

A resident fellow enterprise is an enterprise that is a resident of [name of economy]; that is in a direct
investment relationship with a nonresident enterprise because they have a common parent that is a direct investor
in at least one of the enterprises; and neither of the fellow enterprises holds 10 percent or more of the equity in
the other.

Units are viewed as nonresidents of [name of economy] if they have resided (or intend to reside) abroad for a

year or more. If you are not sure of the residence of an enterprise, please contact us so that we may determine its
status.
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Section C. Asset and liability positions of the direct investor with its foreign direct investment enterprises
abroad (Section C1), and of the resident fellow enterprise with its fellow enterprises abroad (Section C2),
by country of the foreign units with whom the accounts are held. Please report in thousands of [local
currency], using the valuation guidelines described in Section B

Section C.1. Direct investor’s positions with its direct investment enterprises abroad
Positions as of ..........c.cc....... (insert date to which the information refers)
(in thousands of units of local currency)

Country of Equity and debt claims of direct investor Liabilities of direct investors (so-called

location of direct “reverse investment”)

investment Equity claims (assets) Debt claims (assets) | Debt liabilities to Equity liabilities to

enterprise on direct investment on direct investment | direct investment direct investment
enterprise (for directly enterprise enterprise enterprise

owned direct
investment enterprises
only) - report your
enterprise’s claims on
the net worth of your
direct investment
enterprise

If your enterprise has no such assets or liabilities, please indicate N/A and continue.
Section C.2. Positions of resident fellow enterprises with fellow enterprises abroad.

If your enterprise has no positions with fellow enterprises abroad, please indicate N/A:
and do not complete the section below.

If you are a fellow enterprise, please indicate below the residence of the ultimate controlling parent of your enterprise,
that is, the enterprise at the top of the control chain:

Residence of ultimate controlling parent of your enterprise (please tick one case and see note below)

Resident of your own economy

Do not know

Nonresident of your own economy

Note: If you are a resident fellow enterprise, and your ultimate controlling parent is a nonresident of your own
economy, asset and liability positions with fellow enterprises abroad are regarded as inward direct investment. If
your ultimate controlling parent is a resident of your own economy, asset and liability positions with fellow
enterprises abroad are regarded as outward direct investment. If it is unknown whether your ultimate controlling
parent is a resident or a nonresident of your own economy, then asset positions with fellow enterprises abroad
are regarded as outward direct investment, and liability positions with fellow enterprises abroad are regarded as
inward direct investment. For convenience, all positions with fellow enterprises abroad may be reported either
on report form 1 (inward direct investment), or on report form 2 (outward direct investment), but please do not
report such positions on both report forms 1 and 2.
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Positions as of ...............

(insert date to which the information refers)
(in thousands of unit of local currency) with fellow enterprises abroad

Country of location
of fellow enterprise
abroad

Equity and debt claims on fellow

enterprise abroad

Equity and debt liabilities to fellow

enterprise abroad

Equity claims (assets)
on fellow enterprise
abroad — report the
value of your
enterprise’s claims on
your fellow
enterprise’s net worth

Debt claims on
fellow enterprise
abroad

Debt liabilities to
fellow enterprise
abroad

Equity liabilities to
fellow enterprise
abroad — report the
value of your fellow
enterprise’s claims
on your enterprise’s
net worth

Thank you for your cooperation.
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Model Form 3. Form for Inward Direct Investment Positions, Transactions and Other
Changes

The following is a model letter for forwarding the form to potential respondents:
Dear Sir/Madam,

The [name of agency] is conducting this survey to obtain data on income, financial transactions and assets and
liabilities positions between your enterprise and your foreign direct investor(s) (that is, the foreign enterprise(s)
that owns (own) 10 percent or more of the voting equity in your enterprise) and with nonresident fellow
enterprises (that is, investments with foreign enterprises that have the same owner as your enterprise). The
survey is conducted as part of a global undertaking, being coordinated by the International Monetary Fund. Your
cooperation in completing this survey is appreciated.

Completing and returning the survey

Please take time to review the survey questionnaire before completing it. Do not hesitate to contact us at [phone
number and/or email address of the contact person] if you have any difficulty understanding or completing the
survey.

Why do we need to collect this information?

Information from this survey is needed to provide reliable and up-to-date information on direct investment in
[name of country]. Such information is needed for economic analysis, for constructing the balance of payments
and international investment position accounts (that is, transactions and positions of [name of country] with the
rest of the world), for measuring how investments have grown over time, and in understanding the impact of
these investments.

Mandate and confidentiality

This survey is being conducted under the [cite the legislative or other authority for collecting this information].
Any information that you supply will be used solely for statistical purposes - it will only be published in
aggregate form that prevents the disclosure of data by individual respondents. Data relating to individual
enterprises will not be made available to anybody other than staff implementing the exercise. They are bound to
secrecy; breaches of your confidentiality will be dealt with severely and may result in the perpetrator being fired,
fined and/or imprisoned.

Dissemination of findings
Tabulated data and analytical outputs will be posted on the [name of agency] website and released through the
[name of agency’s] publications (such as its Monthly Bulletin and Annual Report).

Signed [Head of agency]
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How to complete and return this survey

Coverage: This survey collects information on income, financial transactions, and asset and liability positions
between your enterprise and foreign companies that directly or indirectly have a 10 percent or more voting
ownership in your enterprise, and between your enterprise and fellow enterprises abroad (that is, foreign
enterprises that have the same owner as your enterprise), for the period ending (for transactions) or as of (for
positions) end-December 2008 and 2009. (The term “enterprise” is used here and later to sometimes refer to the
statistical reporting unit. This may be a local enterprise group instead of an enterprise.)

Due Date: The due date for submission of your completed survey is March 31, 2010.

Completing and returning the survey:

Please submit the survey in paper or electronic form. Surveys that are mailed should be delivered to (indicate
postal address). Surveys that are emailed should be directed to the following email box: (indicate email
address). If you have any questions regarding completing and/or returning the survey, please contact us at:
[phone number and/or email address of the contact person].

In addition to completing the survey, would you please provide a copy of your enterprise’s 2009 financial
statements. These documents may allow us to review your survey results without troubling you should we have
any follow up questions.

Content:

The survey is made up of three sections.

Section A asks for general information about your enterprise (please answer the applicable questions).

Section B provides the reporting instructions, including definitions of terms such as fellow enterprise, that
should be used for completing Section C.

Section C asks for data on the values of 2009 financial transactions, other changes, and of end-of-year 2008 and
2009 positions (Section C.1), and the associated income items (Section C.2), between your enterprise and your
direct investor, and between your enterprise and fellow enterprises abroad. Section C.3 asks for data on net
income, realized and unrealized holding gains (losses) of your enterprise and other changes in equity position.

If audited data are not available, careful, unaudited estimates are acceptable.
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Section A. General Information on your Enterprise

1.1. Name of your enterprise

1.2 Name / position of person completing form

1.3. Name / Position of alternative contact
person

1.4. Postal Address

number

1.5. Telephone 1.6. Fax number

1.7. E-mail address

addresses, and phone number.

1.8 If the survey is being completed for the
enterprise by an agent (such as its accounting
firm), please provide the name, postal and email

1.9 The information provided on this form is
correct.

Signed (senior company officer or company
agent)
Date

1.10. If your enterprise is part of a local enterprise group (see definition in Section B), please list the other
enterprises in the group that operate in [name of country] and indicate if the data in Section C include these
enterprises (please tick the columns below accordingly).

Name of other resident enterprises in your local enterprise group Not included Included
(Please indicate if data for these enterprises are included in section C)

1.11. What is the principal activity of the reporting enterprise or local enterprise group, based on turnover (tick

one):

A. Agriculture, forestry, and fishing

K2 — Finance and insurance, except financial intermediary

B. Mining and quarrying

L — Real estate activities

C. Manufacturing

M — Professional, scientific and technical

D. Electricity, gas, steam and air-
conditioning supply

N — Administrative and support services

E. Water supply, sewerage, waste
management and remediation
activities

O — Public administration

F. Construction

P — Education

G. Wholesale and retail

Q — Human health and social work

H. Transport and storage

R — Arts, entertainment and recreation

| — Accommodation and food service

S — Other services activities

J — Information and communication

T — Activities of households as employers of domestic
personnel; undifferentiated goods- and services-producing
activities of private households for own use

K1 — Financial intermediary

U — Activities of extraterritorial organizations and bodies
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Section B. Reporting Instructions, Definitions and Guidelines
The reporting period:

This survey asks for balances with nonresidents as of December 31, 2008 and 2009 and for financial transactions
and income items during 2009. Year-end data as of a date between November 15, 2009 and February 15, 2010
are acceptable, and for financial transactions and income items for the twelve months, ending between
November 15, 2008 and February 15, 2009. Please indicate the dates to which these data relate at the top of the
information tables requested in Sections C1 and C3.

Definitions of entities in the questionnaire: direct investment enterprise, direct investor, fellow enterprises,
and local enterprise group

Direct investment enterprise: A direct investment enterprise is an enterprise, resident in one economy, in
which an enterprise, resident in another economy, holds 10 percent or more of the voting equity, either directly
or indirectly.

Units are viewed as residents of [name of economy] if they have resided (or intend to reside) for a year or more
in [name of economy]. A direct investment enterprise’s local enterprise group includes the resident enterprise
that is at least 10 percent directly owned by a foreign direct investor (see below for definition), and the resident
enterprises that it directly or indirectly controls in its own economy. All of these enterprises should be included

in direct investment whether you report data for them on a single report for the local enterprise group or you
report data on separate reports.

A direct investor is an enterprise, resident in an economy, that directly or indirectly holds 10 percent or more of
the equity in a nonresident direct investment enterprise.

A fellow enterprise is a nonresident that has a common (direct or indirect) parent with your enterprise but
neither your enterprise nor the fellow enterprises holds 10 percent or more of the equity in the other.

Residence

Units are viewed as residents of [name of economy] if they have resided (or intend to reside) in [name of
economy] for a year or more. If you are not sure of the residence of an enterprise, please contact us so that we
may determine its status.

Units are viewed as nonresidents of [name of economy] if they have resided (or intend to reside) abroad for a
year or more. If you are not sure of the residence of an enterprise, please contact us so that we may determine its
status.

Section C

Valuation of data to be reported in section C:

Please report data according to the following guidelines:

Report all data in [thousands of units of local currency].

Transactions

Currency: A transaction should be recorded at the value at the time it occurs. If the transaction is in a foreign

currency, please use the rate of exchange on the day of the transaction, or a weighted average rate for the
reporting period if transactions (such as interest receipts and payments) occur continually over the period.
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For interest, please report the total value of interest (payable and receivable) that accrued during 2009, even if
some payment were made during the year.

For dividends, please record the total value of dividends received and receivable (and paid and payable) during
20009.

Positions

Currency: If the currency(ies) of denomination of any of your enterprise’s foreign assets and liabilities is (are)
not in [local currency], please use the end-of-year foreign currency exchange rates to convert positions to [local
currency].

Owners’ equity:

Please report owners’ equity (i.e., net worth) as the sum of your foreign direct investor’s or fellow enterprise’s (see
below for definitions) claims on your net worth, consisting of:

(i) paid-up capital (excluding any shares on issue that the enterprise holds in itself and including share premium
accounts) or equivalent for unincorporated enterprises;

(i) all types of reserves identified as equity in the enterprise’s balance sheet (including investment grants when
accounting guidelines consider them a component of owners’ equity); and

(iii) cumulated retained earnings (which may be negative).

Similarly, please include the above 3 items in calculating the value of your enterprise’s equity claim on your
direct investor(s) or fellow enterprise(s) (see below for definitions).

In determining your net worth (and therefore in determining your foreign direct investor’s or fellow enterprise’s
claims on your net worth), depreciation on items of property, plant, and equipment should be deducted. If your
normal bookkeeping or accounting rules do not value these items as described above, please adjust their values
before calculating the amounts to enter in Section C.
Debt instruments:
Loans and trade credit and other accounts payable
Please report on a nominal value basis (after allowing for any changes that may result from changes in
exchange rates)
Nominal value represents the value of funds advanced less any repayments plus any outstanding accrued
interest.
Debt securities
Please report the market value of the securities, as of the balance sheet date.
“Other changes” during period
Please specify the amount of changes in equity (items 4 and 9) intercompany debt assets and liabilities (items 15
and 19) in Section C below that did not arise from transactions. A transaction is an interaction between two units
that occurs by mutual agreement. The following are common examples of changes in balances arising from
valuation adjustments: changes in foreign currency exchange rates; write-ups and write-downs, or write-offs of
assets (financial and nonfinancial) and debt liabilities.
Realized and unrealized holding gains (losses): Item 30

Please specify realized and unrealized holding gains (losses) included in net income resulting from the sale or
disposition of financial and nonfinancial assets (such as securities, land, other property, plant, equipment);
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goodwill impairment; write-downs or write-offs or assets or liabilities; extraordinary, unusual, or infrequently
occurring items that are material, such as losses from disasters or accidental damage; and gains and losses
resulting from re-measuring foreign currency-denominated assets and liabilities due to changes in foreign
exchange rates during the period.

Other changes in equity investment position: Item 31

Please specify the amount of the change in the equity investment position in the resident direct investment
enterprise or resident fellow enterprise (item 4) or investment in the nonresident direct investor or nonresident
fellow enterprise (item 9) that did not arise from transactions and this is not reported on item 30 (Certain
realized and unrealized gains (losses) of resident enterprise excluded from net income and taken directly to the
owners’ equity account.) A common example of a change in equity investment arising from a valuation
adjustment that is not reported in item 30 is from the acquisition, or sale, of a direct investment enterprise for an
amount that exceeds (or is less than) the value of the direct investment enterprise according to the books of the
direct investment enterprise. Report the difference between the transaction value and the carrying amount in the
equity investment position in this item.
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Section C.1 Equity and Debt Outstanding Balances, Financial Transactions, and Other Changes in Assets and Liabilities between Your Enterprise and
Your Direct Investor(s) and Fellow Enterprise(s) Abroad

Please report in thousands of [local currency], using the valuation guidelines described in Section B, the opening balances, any transactions during the
period, any other changes on the balance sheet that are not the result of transactions, and the closing balances, between your enterprise and your direct
investor(s) and fellow enterprises abroad. If none, please report “N/A”, as appropriate.

Equity and Debt Outstanding Balances, Financial Transactions, and Other Changes in Assets and Liabilities between Your Enterprise and Your Direct
Investor(s) and Fellow Enterprise(s) Abroad

Equity
For twelve month period ending ............... (See Section B)
Counterpart | Equity claims of your enterprise on related enterprises abroad Equity liabilities by your enterprise to related enterprises abroad
jurisdiction Opening Financial transactions Other Closing Opening Financial transactions Other Closing
(list balance during period changes balance balance during period changes balance
separately) during period during
period
1) (4) (©) (6) ) (10)
Increases | Decreases Increases Decreases
) @) @) (8)

Direct
investor(s)
Fellow
enterprise(s)

Percent of your enterprise’s equity held by your direct investor(s)

Country of direct investor Percentage held at the Percentage held at the end
beginning of period of the period
(See Section B) (See Section B)
(12) (12)
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Debt

For twelve month period ending

..... (See Section B)

Counterpart
jurisdiction (list

Short and long-term debt claims of your enterprise on related

enterprises abroad

Short and long-term debt liabilities by your enterprise to related
enterprises abroad

separately) Opening Financial Other Closing Opening Financial Other Closing
balance transactions changes balance balance transactions changes balance
(net) during (net) during period
during period period during period
(13) (14) (15) (16) a7 (18) (19) (20)

Direct investor(s)

Fellow
enterprise(s)
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Section C.2 Income Payable and Receivable between Your Enterprise and Your Direct Investor(s) and Fellow Enterprise(s) Abroad and Withholding
Taxes Payable

Please report in thousands of [local currency], using the valuation guidelines described in Section B, If none, please report “n/a”, as appropriate.

For twelve month period ending ............... (See Section B)
Counterpart Interest Withholding Interest Withholding Gross Withholding Gross Withholding
jurisdiction receipts from taxes on payments to | taxes on (23), dividends, or taxes on (25), dividends, or taxes on (27), if
(list related (21), if any, related if any, gross if any, during gross any, during
separately) nonresident during nonresident during distribution of period distribution of period
entity period entity, period earnings, earnings,
during period during payable to receivable from
period related related
nonresident nonresident
entity, during entity, during
period period
(21) (22) (23) (24) (25) (26) @7) (28)

Direct
investor(s)
Fellow

enterprise(s)
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Section C.3 Net income, realized and unrealized holding gains (losses) of your enterprise and other changes in equity investment position

Please report in thousands of [local currency], using the valuation guidelines described in Section B,

For twelve month period ending

............... (See Section B)

Net income during period

(29)

Certain realized and unrealized holding
gains (losses) included in net income
during period

(30)

Other changes in equity investment
position during the period

(€Y

If you are a fellow enterprise, please indicate below the residence of the ultimate controlling parent of your enterprise, that is, the enterprise at the top of the

control chain:

Residence of ultimate controlling parent of your enterprise (please tick one case and see note below)

Nonresident of your own economy

Do not know

Resident of your own economy

Note: If you are a resident fellow enterprise, and your ultimate controlling parent is a nonresident of your own economy, asset and liability positions with fellow
enterprises abroad are regarded as inward direct investment. If your ultimate controlling parent is a resident of your own economy, asset and liability positions
with fellow enterprises abroad are regarded as outward direct investment. If it is unknown whether your ultimate controlling parent is a resident or a nonresident
of your own economy, then asset positions with fellow enterprises abroad are regarded as outward direct investment, and liability positions with fellow
enterprises abroad are regarded as inward direct investment. For convenience, all positions with fellow enterprises abroad may be reported either on report form 3
(inward direct investment), or on report form 4 (outward direct investment), but please do not report such positions on both report forms 3 and 4.

Thank you for your cooperation.
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Model Form 4. Form for Outward Direct Investment Positions, Transactions and Other
Changes

The following is a model letter for forwarding the form to potential respondents:
Dear Sir/Madam,

The [name of agency] is conducting this survey to obtain data on income, financial transactions and assets
and liabilities positions between your enterprise and foreign enterprise(s) abroad in which your enterprise
owns 10 percent or more of the voting equity, and with nonresident fellow enterprises (that is, investments
with foreign enterprises that have the same owner as your enterprise). The survey is conducted as part of a
global undertaking, being coordinated by the International Monetary Fund. Your cooperation in completing
this survey is appreciated.

Completing and returning the survey

Please take time to review the survey questionnaire before completing it. Do not hesitate to contact us at
[phone number and/or email address of the contact person] if you have any difficulty understanding or
completing the survey.

Why do we need to collect this information?

Information from this survey is needed to provide reliable and up-to-date information on direct investment
in [name of country]. Such information is needed for economic analysis, for constructing the balance of
payments and international investment position accounts (that is, transactions and positions of [name of
country] with the rest of the world), for measuring how investments have grown over time, and in
understanding the impact of these investments.

Mandate and confidentiality

This survey is being conducted under the [cite the legislative or other authority for collecting this
information]. Any information that you supply will be used solely for statistical purposes - it will only be
published in aggregate form that prevents the disclosure of data by individual respondents. Data relating to
individual enterprises will not be made available to anybody other than staff implementing the exercise.
They are bound to secrecy; breaches of your confidentiality will be dealt with severely and may result in
the perpetrator being fired, fined and/or imprisoned.

Dissemination of findings
Tabulated data and analytical outputs will be posted on the [name of agency] website and released through
the [name of agency’s] publications (such as its Monthly Bulletin and Annual Report).

Signed [Head of agency]
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How to complete and return this survey

Coverage: This survey collects information on income, financial transactions and positions, and asset and
liability positions between your enterprise and foreign companies in which your enterprise holds directly or
indirectly 10 percent or more of the voting power, and between your enterprise and your fellow enterprises
abroad (that is, foreign enterprises that have the same owner as your enterprise), for the period ending (for
transactions) or as of (for positions) end-December 2008 and 2009. (The term “enterprise” is used here and
later to sometimes refer to the statistical reporting unit. This may be a local enterprise group instead of an
enterprise.)

Due Date: The due date for submission of your completed survey is March 31, 2010.

Completing and returning the survey:

Please submit the survey in paper or electronic form. Surveys that are mailed should be delivered to
(indicate postal address). Surveys that are emailed should be directed to the following email box: (indicate
email address). If you have any questions regarding completing and/or returning the survey, please contact
us at: [phone number and/or email address of the contact person].

In addition to completing the survey, would you please provide a copy of your enterprise’s 2009 financial
statements. These documents may allow us to review your survey results without troubling you should we
have any follow up questions.

Content:

The survey is made up of three sections.

Section A asks for general information about your enterprise (please answer the applicable questions).

Section B provides the reporting instructions, including definitions of terms such as fellow enterprise, that
should be used for completing Section C.

Section C asks for data on the values of 2009 financial transactions, other changes, and of end-of-year 2008
and 2009 positions (Section C.1), and the associated income items (Section C.2), between your enterprise
and your direct investment enterprise(s), and between your enterprise and fellow enterprise(s) abroad.
Section C.3 asks for data on net income, realized and unrealized holding gains (losses) of your enterprise
and other changes in equity position.
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Section A. General Information on your Enterprise

1.1. Name of your enterprise

1.3. Name / Position of alternative contact
person

1.2 Name / position of person completing form

1.4. Postal Address

1.5. Telephone 1.6. Fax number 1.7. E-mail address

number

1.8 If the survey is being completed for the 1.9 The information provided on this form is
enterprise by an agent (such as its accounting correct.

firm), please provide the name, postal and email
addresses, and phone number. Signed (senior company officer or company
agent)

Date

1.10. If your enterprise is part of a local enterprise group (see definition in Section B), please list the other
enterprises in the group that operate in [name of country] and indicate if the data in Section C include these
enterprises (please tick the columns below accordingly).

Name of other resident enterprises in your local enterprise group
(Please indicate if data for these enterprises are included in section C)

Not included Included

1.11. What is the principal activity of the reporting enterprise or local enterprise group, based on turnover

(tick one):

A. Agriculture, forestry, and fishing

K2 — Finance and insurance, except financial intermediary

B. Mining and quarrying

L — Real estate activities

C. Manufacturing

M — Professional, scientific and technical

D. Electricity, gas, steam and air-
conditioning supply

N — Administrative and support services

E. Water supply, sewerage, waste
management and remediation
activities

O — Public administration

F. Construction

P — Education

G. Wholesale and retail

Q — Human health and social work

H. Transport and storage

R — Arts, entertainment and recreation

| — Accommodation and food service

S — Other services activities

J — Information and communication

T — Activities of households as employers of domestic
personnel; undifferentiated goods- and services-producing
activities of private households for own use

K1 — Financial intermediary

U — Activities of extraterritorial organizations and bodies
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Section B. Reporting Instructions, Definitions and Guidelines
The reporting period:

This survey asks for balances with nonresidents as of December 31, 2008 and 2009 and for financial
transactions and income items during 2009. Year-end data as of a date between November 15, 2009 and
February 15, 2010 are acceptable, and for financial transactions and income items for the twelve months,
ending between November 15, 2008 and February 15, 2009. Please indicate the dates to which these data
relate at the top of the information tables requested in Sections C1 and C3.

Definitions of entities in the questionnaire: direct investor, direct investment enterprise, fellow enterprises,
and local enterprise group

Direct investor: A direct investor is an enterprise, resident in an economy, that directly or indirectly holds
10 percent or more of the equity in a nonresident direct investment enterprise.

Units are viewed as residents of [name of economy] if they have resided (or intend to reside) for a year or
more in [name of economy]. A direct investor’s local enterprise group includes the resident enterprise that
directly owns a foreign direct investment enterprise (see below for definition), the resident enterprises that
directly or indirectly control this enterprise, and the resident enterprises that any of these enterprises
directly or indirectly control in their own economy. All of these enterprises should be included in outward
direct investment whether you report data for them on a single report for the local enterprise group or you
report data on separate reports.

Direct investment enterprise: A direct investment enterprise is an enterprise, resident in one economy, in
which an enterprise, resident in another economy, holds 10 percent or more of the equity, either directly or
indirectly.

A fellow enterprise is a nonresident that has a common (direct or indirect) parent with your enterprise but
neither your enterprise nor the fellow enterprises holds 10 percent or more of the equity in the other.

Residence

Units are viewed as residents of [name of economy] if they have resided (or intend to reside) in [name of
economy] for a year or more. If you are not sure of the residence of an enterprise, please contact us so that
we may determine its status.

Units are viewed as nonresidents of [name of economy] if they have resided (or intend to reside) abroad for
a year or more. If you are not sure of the residence of an enterprise, please contact us so that we may
determine its status.

Section C

Valuation of data to be reported in section C:

Please report data according to the following guidelines:

Report all data in [thousands of units of local currency].

Transactions

Transactions should be recorded at the value at the time of the transaction. If the transaction is in a foreign

currency, please use the rate of exchange on the day of the transaction, or a weighted average rate for the
reporting period if transactions (such as interest receipts and payments) occur continually over the period.

52



For interest, please report the total value of interest (payable and receivable) that accrued during 2009,
even if some payment were made during the year.

For dividends, please record the total value of dividends received and receivable (and paid and payable)
during 2009.

Positions
Currency:

If the currency(ies) of denomination of any of your enterprise’s foreign assets and liabilities is (are) not in
[local currency], please use the end-of-year foreign currency exchange rates to convert to [local currency].

Owners’ equity:

Please report owners’ equity (i.e., net worth) as the claims on your foreign direct enterprise’s, or fellow
enterprise’s. net worth consisting of:

(i) paid-up capital (excluding any shares on issue that the enterprise holds in itself and including share
premium accounts) or equivalent for unincorporated enterprises;

(ii) all types of reserves identified as equity in the enterprise’s balance sheet (including investment grants
when accounting guidelines consider them a component of owners’ equity); and

(iii) cumulated retained earnings (which may be negative).

Similarly, please include the above 3 items in calculating the value of reverse equity investment, i.e., of
your direct investment enterprise’s, or of your fellow enterprise’s, claim on your own net worth.

In determining your net worth (and therefore in determining your foreign direct investor’s or fellow
enterprise’s claims on your net worth, if any), depreciation on items of property, plant, and equipment
should be deducted. If your normal bookkeeping or accounting rules do not value these items as described
above, please adjust their values before calculating the amounts to enter in Section C.

Debt instruments:

Loans, trade credit and other accounts payable

Please report on a nominal value basis (after allowing for any changes that may result from changes in
exchange rates).

Nominal value represents the value of funds advanced less any repayments plus any outstanding accrued
interest.

Debt securities

Please report the market value of the securities, as of the balance sheet date.

“Other changes” during period

Please specify the amount of changes in equity (items 4 and 9) intercompany debt assets and liabilities
(item 15 and 19) in Section C.1 below that did not arise from transactions. A transaction is an interaction
between two units that occurs by mutual agreement. The following are common examples of changes in

balances arising from valuation adjustments: changes in foreign currency exchange rates; and write-ups,
write-downs, or write-offs of assets.
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Realized and unrealized holding gains (losses): Item 30

Please specify realized and unrealized holding gains (losses) included in net income resulting from the sale
or disposition of financial and nonfinancial assets (such as securities, land, other property, plant,
equipment); goodwill impairment; write-downs or write-offs or assets or liabilities; extraordinary, unusual,
or infrequently occurring items that are material, such as losses from disasters or accidental damage; and
gains and losses resulting from re-measuring foreign currency-denominated assets and liabilities due to
changes in foreign exchange rates during the period.

Other changes in equity investment position: Item 31

Please specify the amount of the change in the equity investment position in your direct investment
enterprise or fellow enterprise abroad (item 4) or investment in your enterprise by your direct investment
enterprise or fellow enterprise abroad (item 9) that did not arise from transactions and this is not reported
on item 30 (certain realized and unrealized gains (losses) of resident enterprise excluded from net income
and taken directly to the owners’ equity account). A common example of a change in equity investment
arising from a valuation adjustment that is not reported in item 30 is from the acquisition, or sale, of a
direct investment enterprise for an amount that exceeds (or is less than) the value of the direct investment
enterprise according to the books of the direct investment enterprise. Report the difference between the
transaction value and the carrying amount in the equity investment position in this item.
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Section C.1 Equity and Debt Outstanding Balances, Financial Transactions, and Other Changes in Assets and Liabilities between Your Enterprise and
Your Direct Investment Enterprise(s) and Fellow Enterprise(s) Abroad

Please report in thousands of [local currency], using the valuation guidelines described in Section B, the opening balances, any transactions during the
period, any other changes on the balance sheet that are not the result of transactions, and the closing balances, between your enterprise and your direct
investment enterprise(s) and fellow enterprises abroad. If none, please report “N/A”, as appropriate.

Equity and Debt Outstanding Balances, Financial Transactions, and Other Changes in Assets and Liabilities between Your Enterprise and Your Direct
Investment Enterprise(s) and Fellow Enterprise(s) Abroad

Equity
For twelve month period ending ............... (See Section B)
Counterpart | Equity claims of your enterprise on related enterprises abroad Equity liabilities by your enterprise to related enterprises abroad
jurisdiction Opening Financial transactions Other Closing Opening Financial transactions Other Closing
(list balance during period changes balance balance during period changes balance
separately) during period during
period
1) 4 (5) (6) ) (10)
Increases | Decreases Increases Decreases
(2) 3) ) (8)

Direct
investorment

Enterprise(s)

Fellow
enterprise(s)
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Percent of equity your enterprise holds in your direct investment enterprise(s) and your fellow enterprise(s) abroad

Country of direct investment

enterprise

Percentage held at the
beginning of period
(See Section B)

(11)

Percentage held at the end
of the period
(See Section B)

(12)

Country of fellow enterprise

Debt

For twelve month period ending

(See Section B)

Counterpart
jurisdiction (list

Short and long-term debt claims of your enterprise on related

enterprises abroad

Short and long-term debt liabilities by your enterprise to related
enterprises abroad

separately) Opening Financial Other changes Closing Opening Financial Other Closing
balance transactions balance balance transactions Changes balance
(net) (net) during period
during
period
(13) (14) (15) (16) 17 (18) (19) (20)

Direct investment
enterprise(s)

Fellow
enterprise(s)
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Section C.2 Income Payable and Receivable between Your Enterprise and Your Direct Investment Enterprise(s) and Fellow Enterprise(s) Abroad and
Withholding Taxes Payable

Please report in thousands of [local currency], using the valuation guidelines described in Section B, income payable and receivable between your enterprise and

your direct investment enterprise(s) and fellow enterprise(s) abroad and withholding taxes payable. If none, please report “N/A”, as appropriate.

Income payable and receivable between your enterprise and related enterprises abroad and withholding taxes

For twelve month period ending

(See Section B)

Counterpart Interest Withholding Interest Withholding Gross Withholding Gross Withholding
jurisdiction receipts from taxes on payments to | taxes on (23), dividends, or taxes on (25), dividends, or taxes on (27), if
(list related (21), if any, related if any, gross if any, during gross any, during
separately) nonresident during nonresident during distribution of period distribution of period
entity period entity, period earnings, earnings
during period during receivable from payable to
period related related
nonresident nonresident
entity, during entity, during
period period
(21) (22) (23) (24) (25) (26) (27) (28)

Direct
investment
enterprise(s)

Fellow
enterprise(s)
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Section C.3 Net income, realized and unrealized holding gains (losses) of your direct investment enterprise or fellow enterprise abroad and other
changes in equity investment position

Please report in thousands of [local currency], using the valuation guidelines described in Section B, net income for the period ending ......, and realized and
unrealized holding gains (losses) that were included in income and any other changes in equity investment during the period ending .....

For twelve month period ending ............... (See Section B)
Net income during period Certain realized and unrealized holding Other changes in equity investment
gains (losses) included in net income during the period
during period (31)
(29) (30)

Direct investment
enterprise(s)

Fellow enterprise(s)

If you are a fellow enterprise, please indicate below the residence of the ultimate controlling parent of your enterprise, that is, the enterprise at the top of the
control chain:

Residence of ultimate controlling parent of your enterprise (please tick one case and see note below)

Nonresident of your own economy

Do not know

Resident of your own economy

Note: If you are a resident fellow enterprise, and your ultimate controlling parent is a nonresident of your own economy, asset and liability positions with fellow
enterprises abroad are regarded as inward direct investment. If your ultimate controlling parent is a resident of your own economy, asset and liability positions
with fellow enterprises abroad are regarded as outward direct investment. If it is unknown whether your ultimate controlling parent is a resident or a nonresident
of your own economy, then asset positions with fellow enterprises abroad are regarded as outward direct investment, and liability positions with fellow
enterprises abroad are regarded as inward direct investment. For convenience, all positions with fellow enterprises abroad may be reported either on report form 3
(inward direct investment), or on report form 4 (outward direct investment), but please do not report such positions on both report forms 3 and 4.

Thank you for your cooperation.
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Model Form 5. Form for International Investment Positions

The following is a model letter for forwarding the form to potential respondents:
Dear Sir/Madam,

The [name of agency] is conducting this survey to obtain data on investments between your enterprise and
nonresident entities. Your cooperation in completing this form is appreciated.

Completing and returning the form

Please take time to review the survey questionnaire before completing it. Do not hesitate to contact us at [phone
number and/or email address of the contact person] if you have any difficulty understanding or completing the
questionnaire.

Why do we need to collect this information?

Information from this questionnaire is needed to provide reliable and up-to-date information on [name of country’s]
external assets and liabilities. Such information is needed for economic analysis, for measuring how investments
have grown over time, and in understanding the impact of these investments.

Mandate and confidentiality

This questionnaire is being conducted [cite the legislative or other authority for collecting this information]. Any
information that you supply will be used for statistical purposes - it will only be published in aggregate form that
prevents the disclosure of data by individual respondents. Data relating to individual enterprises will not be made
available to anybody other than staff implementing the exercise. They are bound to secrecy: breaches of your
confidentiality will be dealt with severely and may result in the perpetrator being fired, fined and/or imprisoned.

Dissemination of findings
We want to ensure you receive tabulated data and analytical outputs as soon as possible and expect that this will

enrich your own decision-making. The findings will be posted on the [name of agency’s] website and released
through such publications as (name of agency’s Monthly Bulletin and/or Annual Report).

Signed [Head of agency]
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How to complete and return this questionnaire

Coverage: This questionnaire collects information on positions in financial assets and liabilities between your
enterprise and nonresidents, as of 31 December 2009. (The term “enterprise” is used here and later to sometimes
refer to the statistical reporting unit. This may be a local enterprise group instead of an enterprise.)

Due Date: The due date for submission of your completed questionnaire is March 31, 2010.

Completing and returning the questionnaire:

Please submit the questionnaire in paper or electronic form. Questionnaires that are mailed should be delivered to
(indicate postal address). Questionnaires that are emailed should be directed to the following email box: (indicate
email address). If you have any questions regarding completing and/or returning the questionnaire, please contact us
at: [phone number and/or email address of the contact person].

In addition to completing the questionnaire, would you please provide a copy of your enterprise’s 2009 financial
statements. These may allow us to review your questionnaire results without troubling you further should we have
any follow up questions.

Content:
The questionnaire is made up of three sections.

Section A asks for general information about your enterprise (please answer the applicable questions).
Section B provides the reporting instructions and definitions that should be used for completing Section C.
Section C asks for data on the value of balances outstanding for both equity and debt, between your enterprise and

nonresidents. Section C1 covers liabilities (including equity) and Section C2 covers assets. If audited data are not
available, unaudited (careful) estimates are acceptable.

Section A. General Information on your Enterprise

1.1. Name of your enterprise

1.2 Name / position of person completing form 1.3. Name / Position of alternative contact
person

1.4. Postal Address

1.5. Telephone 1.6. Fax number 1.7. E-mail address

number

1.8 If the questionnaire is being completed for the 1.9 The information provided on this form is

enterprise by an agent (such as its accounting correct.

firm), please provide the name, postal and email

addresses, and phone number. Signed (senior company officer or company
agent)
Date
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Complete Item 1.10 only if your enterprise is a direct investor or a direct investment enterprise. (See Section
B for definitions.)

1.10. If your enterprise is part of a local enterprise group (see definition in Section B), please list the other
enterprises in the group that operate in [name of country] and indicate if the data in Section C includes these
enterprises (please tick the columns below accordingly).

Name of other resident enterprises in your local enterprise group Not included Included
(Please indicate if data for these enterprises is included in section C)

1.11. What is the principal area of activity of the reporting enterprise or local enterprise group, based on turnover
(tick one):

A. Agriculture, forestry, and fishing K2 — Finance and insurance, except financial intermediary

B. Mining and quarrying L — Real estate activities

C. Manufacturing M — Professional, scientific and technical

D. Electricity, gas, steam and air- N — Administrative and support services

conditioning supply

E. Water supply, sewerage, waste O — Public administration

management and remediation

activities

F. Construction P — Education

G. Wholesale and retail Q — Human health and social work

H. Transport and storage R — Arts, entertainment and recreation

I — Accommodation and food service S — Other services activities

J — Information and communication T — Activities of households as employers of domestic
personnel; undifferentiated goods- and services-producing
activities of private households for own use

K1 — Financial intermediary U — Activities of extraterritorial organizations and bodies

Section B. Reporting Instructions, Definitions and Guidelines

The reporting period:

This questionnaire asks for balances with nonresidents as of December 31, 2009. Data as of a date between
November 15, 2009 and February 15, 2010 are acceptable. Please indicate the date to which these data relate at the
top of the information tables requested in Section C.

Definitions of entities in the questionnaire: direct investment enterprise and direct investor, fellow enterprises,
and local enterprise group

Direct investment enterprise: A direct investment enterprise is an enterprise, resident in one economy, in which an
enterprise, resident in another economy, holds 10 percent or more of the voting equity, either directly or indirectly.

Units are viewed as residents of [name of economy] if they have resided (or intend to reside) for a year or more in
[name of economy]. A direct investment enterprise’s local enterprise group includes the resident enterprise that is
at least 10 percent directly owned by a foreign direct investor (see below for definition), and the resident enterprises
that it directly or indirectly controls in its own economy. Similarly, a direct investor’s local enterprise group
includes the resident enterprise that directly owns a foreign direct investment enterprise (see below for definition),
the resident enterprises that directly or indirectly control this enterprise, and the resident enterprises that any of these
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enterprises directly or indirectly control in their own economy. All of these enterprises should be included in direct
investment whether you report data for them on a single report for the local enterprise group or you report data on
separate reports.

A direct investor is an enterprise, resident in an economy, that directly or indirectly holds 10 percent or more of the
equity in a nonresident direct investment enterprise.

A fellow enterprise is a nonresident that has a common (direct or indirect) parent with your enterprise but neither
your enterprise nor the fellow enterprises holds 10 percent or more of the equity in the other.

An unrelated entity is one that does not meet the above criteria.

Residence

Units are viewed as residents of [name of economy] if they have resided (or intend to reside) in [name of economy]
for a year or more. If you are not sure of the residence of an enterprise, please contact us so that we may determine

its status.

Units are viewed as nonresidents of [name of economy] if they have resided (or intend to reside) abroad for a year or
more. If you are not sure of the residence of an enterprise, please contact us so that we may determine its status.

Definitions of equity, securities, financial derivatives, currency and deposits, loans, trade credit and advances,
and debt claims/liabilities

Equity comprises all instruments and records that acknowledge claims on the residual value of a corporation or
quasicorporation, after the claims of all creditors have been met.

Ownership of equity in legal entities is usually evidenced by shares, stocks, participations, depository receipts, or
similar documents.

Other equity is equity that is not in the form of securities.
Equity is treated as a liability of the issuing institutional unit (a corporation or other unit).

Debt instruments are those instruments that require the payment of principal and/or interest at some point(s) in the
future. Debt instruments comprise:

Currency: currency consists of notes and coins that are of fixed nominal values and are issued or authorized by
central banks or governments.

Deposits: deposits include all claims that are (1) on the central bank, deposit-taking corporations other than the
central bank, and, in some cases, other institutional units; and (2) represented by evidence of deposit. A deposit is
usually a standard contract,

Debt securities: debt securities are negotiable instruments serving as evidence of a debt.
Loans: loans are financial assets that (1) are created when a creditor lends funds directly to a debtor, and (2) are

evidenced by documents that are not negotiable.

Insurance, pension, and standardized guarantee schemes: insurance, pension, and standardized guarantee schemes
comprise:
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(@) nonlife insurance technical reserves;

(b) life insurance and annuity entitlements;

(c) pension entitlements, claims of pension funds on sponsors, and entitlements to nonpension funds; and
(d) provisions for calls under standardized guarantees.

Trade credit and advances: trade credit and advances comprises (1) credit extended directly by the suppliers of
goods and services to their customers and (2) advances for work that is in progress (or is yet to be undertaken) and
prepayment by customers for goods and services not yet provided.

Other accounts receivable/payable: other accounts receivable/payable include accounts receivable or payable
other than those included in trade credit and advances or other instruments.

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

Employee stock options: employee stock options are options to buy the equity of a company, offered to
employees of the company as a form of remuneration.

Valuation of data to be reported in section C:
Please report data according to the following guidelines:

Currency:

Report all data in [thousands of units of local currency]. If the currency(ies) of denomination of any of your
enterprise’s foreign assets and liabilities is (are) not in [local currency], please use the end-of-year foreign currency
exchange rates to convert to [local currency].

Oowners’ equity:
- For unrelated listed entities:
- market value, if available; otherwise, a proxy for market value (such as net asset value)

For related and/or unlisted enterprises, please report the value of outstanding owners’ equity (i.e., net worth) as at
year-end on the following basis:

- For related entities:
- the sum of your foreign direct investor’s or fellow enterprise’s (see below for definitions) claims on your net
worth, consisting of:

(i) paid-up capital (excluding any shares on issue that the enterprise holds in itself and including share
premium accounts) or equivalent for unincorporated enterprises;

(i1) all types of reserves identified as equity in the enterprise’s balance sheet (including investment grants
when accounting guidelines consider them a component of owners’ equity); and

(iii) cumulated retained earnings (which may be negative).

Similarly, please include the above 3 items in calculating the value of your enterprise’s equity claim on your
direct investor, direct investment enterprise, or fellow enterprise (see below for definition). Do not use the
carrying value on your books.

In determining your enterprise’s net worth, most financial assets should be reflected at an estimate of their
current fair values; cumulative reinvested earnings should be included; and depreciation on items of property,
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plant, and equipment should be included. If your normal bookkeeping or accounting rules do not value these
items as described above, please adjust their values before calculating the amounts to enter in Section C.

Debt instruments:
Loans and trade credit and other accounts payable

Please report on a nominal value basis (after allowing for any changes that may result from changes in exchange
rates).

Nominal value represents the value of funds advanced less any repayments plus any outstanding accrued
interest.

Debt securities

Please report the market value of the securities, as of the balance sheet date.
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Section C. Closing balances of assets and liabilities between your enterprise and nonresidents

C. 1 Assets with related entities (direct investor(s), direct investment enterprise(s), and fellow enterprise(s)

Please report in thousands of [local currency], using the valuation guidelines described in Section B, the equity and

debt asset closing balances, between your enterprise and related nonresidents, by type (direct investor, direct

investment enterprise, fellow enterprise). If none, please report “N/A”, as appropriate.

Closing Positions as of

Counterpart | Equity Equity Equity Debt Debt Debt

economy Resident Resident Resident fellow | Resident Resident Resident

(e.g.) direct investor | direct enterprise direct direct fellow
equity claims investment equity claims on | investor debt | investment enterprise
on direct enterprise nonresident claims on enterprise debt claims
investment equity claims | fellow direct debt claims on
enterprise on direct enterprise investment on direct nonresident
abroad investor enterprise investor fellow

abroad abroad abroad enterprise

Belgium

France

Germany

Japan

Netherlands

South Africa

United

Kingdom

United

States

Etc.
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C. 2 Assets with unrelated nonresident entities

Please report in thousands of [local currency], using the valuation guidelines described in Section B, the equity and
debt asset closing balances, by instrument, between your enterprise and unrelated nonresident entities. If none,
please report “N/A”, as appropriate.

Closing Positions as of .....................

Counterpart | Equity Other | Debt Currency | Loans | Trade Other Insurance, Financial
economy securities | equity | securities | and credit accounts | pension, derivatives
(e.9) deposits and receivable | and and
advances standardized | employee
guarantee stock
schemes options

Belgium

France

Germany

Japan

Netherlands

South
Africa

United
Kingdom

United
States

Etc.
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C. 3 Liabilities (including owners’ equity) to related entities (direct investor(s), direct investment enterprise(s), and
fellow enterprise(s)

Please report in thousands of [local currency], using the valuation guidelines described in Section B, the equity and
debt liability closing balances, between your enterprise and nonresidents, by type (direct investor, direct investment
enterprise, fellow enterprise). If none, please report “N/A”, as appropriate.

Closing Positions as of

Counterpart | Equity Equity Equity Debt Debt Debt

economy Resident Resident Resident fellow | Resident Resident Resident

(e.9) direct direct enterprise direct direct fellow
investment investor equity liability investment investor debt | enterprise
enterprise equity to nonresident enterprise liability to debt
equity liability | liability to fellow debt liability | direct liability to
to direct direct enterprise to direct investment nonresident
investor investment investor enterprise fellow
abroad enterprise abroad abroad enterprise

abroad

Belgium

France

Germany

Japan

Netherlands

South Africa

United
Kingdom

United
States

Etc.
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C. 4 Liabilities to unrelated nonresident entities

Please report in thousands of [local currency], using the valuation guidelines described in Section B, the equity and

debt liability closing balances, between your enterprise and unrelated nonresident entities. If none, please report

“N/A”, as appropriate.

Closing Positions as of

Counterpart
economy

(e.9)

Equity
securities

Other
equity

Debt
securities

Currency
and
deposits

Loans

Trade
credit
and
advances

Other
accounts
receivable

Insurance,
pension,

and
standardized
guarantee
schemes

Financial
derivatives
and
employee
stock
options

Belgium

France

Germany

Japan

Netherlands

South
Africa

United
Kingdom

United
States

Etc.

C.5 Fellow enterprises

If you are a fellow enterprise, please indicate below the residence of the ultimate controlling parent of your enterprise, that
is, the enterprise at the top of the control chain:

Residence of ultimate controlling parent of your enterprise (please tick one case and see note below)

Nonresident of your own economy

Do not know

Resident of your own economy

Note: If you are a resident fellow enterprise, and your ultimate controlling parent is a nonresident of your own
economy, asset and liability positions with fellow enterprises abroad are regarded as inward direct investment. If
your ultimate controlling parent is a resident of your own economy, asset and liability positions with fellow
enterprises abroad are regarded as outward direct investment. If it is unknown whether your ultimate controlling
parent is a resident or a nonresident of your own economy, then asset positions with fellow enterprises abroad are
regarded as outward direct investment, and liability positions with fellow enterprises abroad are regarded as inward
direct investment. For convenience, all positions with fellow enterprises abroad may be reported either on report
form 1 (inward direct investment), or on report form 2 (outward direct investment), but please do not report such
positions on both report forms 1 and 2.

Thank you for your cooperation.
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CHAPTER 4: COMPILATION AND REPORTING OF DIRECT INVESTMENT STATISTICS

It is important to differentiate between data collection (chapters 2 and 3) and the compilation and
reporting of FDI data, as each of these steps involve special treatments.

4.1 This chapter provides guidance on the compilation of the data that are collected, on data that
should be omitted from direct investment, and on the reporting/dissemination of direct investment
statistics to the IMF.

Data compilation

4.2 Using the example of unit B in Figure 4.1, the following describes data to be collected by
compilers in Economy 2. As can be seen from Figure 4.1, B is both a DIE and a DI. Let’s
assume that B has equity investment liability of 100 to nonresident Direct Investor A; and B has
equity investment (reverse investment'’) in A of 5. Also, B has debt liabilities of 25 to A, and
that B has debt claims (reverse investment) on A of 5. Finally, B has equity investment in D of
10 and equity investment in E of 14, and there is no debt investment between B and D or E.

Figure 4.1
A
Economy 1
Economy 2
B C
20% / Nso% 30%% w
Economy 3 D E F G

4.3 The following information should be collected from enterprise B:

17 See description of reverse investment below.
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FDI Position Data Collected from Enterprise B by compilers in Economy 2

Position of B with: A D E
Assets 10 10 14
Debt 5 0 0

Equity 5 10 14
Liabilities 125 0 0
Debt 25 0 0

Equity 100 0 0

4.4 For data reporting purposes to the IMF, the above data would be presented both under the
Asset/Liability Principle for global aggregates (BPM®6) and under the Directional Principle
(BD4) for bilateral and industry presentations. As the CDIS is concerned solely with bilateral
data on direct investment, the Directional Principle should be used for reporting the survey
results.

4.5 Under the Asset/Liability Principle, the data reporting would essentially duplicate the data
collection shown above.

4.6 Under the Directional Principle, investment by a DI in its DIE and investment by a DIE in
its DI are both recorded in outward direct investment when the DI is a resident of the compiling
economy, and both are recorded in inward direct investment when the DIE is a resident of the
compiling economy. That is, investment by a DIE in its DI is essentially netted against
investment by the DI in the DIE.

4.7 Here is how the data, collected from Enterprise B, would be rearranged for compilation under
the Directional Principle.

FDI Position Data Compiled for Enterprise B, Under the Directional Principle

Position of B with: A D E
Outward 10 14
Equity 10 14
Assets 10 14
Liabilities 0 0
Debt 0 0
Assets 0 0
Liabilities 0 0
Inward 115
Equity 95
Assets 5
Liabilities 100
Debt 20
Assets 5
Liabilities 25
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Special cases of data compilation
Mutual direct investment, reverse investment, and investment in a fellow enterprise

4.8 When enterprises in a direct investment relationship have investment in each other, one of
three situations arises: mutual direct investment, reverse investment, or investment in a fellow
enterprise.

4.9 Mutual direct investment: If a DIE (B) has 10 percent or more of the voting power in an
enterprise (A) which holds 10 percent or more of the voting power in B, then each is a DI in the
other. That is, Enterprise B is both a direct investment enterprise of Enterprise A and a direct
investor in Enterprise A.

4.10 Reverse investment: Investment by a resident DIE in its direct investor (whether its
immediate direct investor or in a direct investor that is higher in its ownership chain) is called
“reverse investment”. If a DIE (B) has an investment in its DI (A) and that investment represents
less than 10 percent of the voting power in the direct investor (A), B has reverse investment in A:
BisnotaDlinA.

4.11 Investment in a fellow enterprise arises when an enterprise invests in another enterprise
with which it has a direct investment relationship, but neither directly or indirectly holds 10
percent or more of the voting power in the other. In BPM6 and BD4, the concepts of inward and
outward FDI were updated for the recording of investment positions between “fellow
enterprises”.” In concept, both asset and liability positions between fellow enterprises are to be
recorded in outward FDI where the ultimate controlling parent is a resident, and in inward FDI
where the ultimate controlling parent is a nonresident. However, in the cases where the residence
of the ultimate controlling parent companies® is not known, for CDIS reporting purposes, it is
acceptable to record claims of a resident fellow enterprise on a nonresident fellow enterprise in
outward direct investment, and to record liabilities of a resident fellow enterprise to a
nonresident fellow enterprise in inward direct investment.

4.12 Economies are encouraged to provide metadata that describe their treatment of positions
between fellow enterprises.

4.13 Figure 4.2 is used to illustrate the direct investment relationship between a DI and DIE, reverse
investment between a DIE and a DI, and investment between two fellow enterprises with no equity
investment between them.

18 As noted earlier, fellow enterprises are enterprises that have the same investor, and the investor must be a DI in at
least one of them, but neither enterprise has voting power of 10 percent or more in the other enterprise.

9 Depending on how an economy treats local enterprise groups, a given position could be recorded in either inward or in
outward direct investment, and a given enterprise may be a fellow instead of a DI or a DIE.
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Figure 4.2

A

Economy 1 50 yty \ d

(100 percent
Economy 2 2 equity "’-..,..100 loan

(100 percent)\ ™
B
250 loah-..,
. .

Economy 3

In this example:

© N

350 debt issue on
international financial markets
(unrelated entities)

- A owns all of the equity issued by B and by C (50 by B and 2 by C)
- C has raised 350 on international capital markets through the issue of debt securities. A has

guaranteed these securities

- Of these funds raised by C, 100 is lent to A and 250 to B.

A, B and C are all in different economies.

Under the Asset/Liability Principle, these positions would be recorded as follows:

For A

Assets: Total
Of direct investors in
direct investment enterprises
Equity: in B
:inC

For B

52

Liabilities: Total 100
Of direct investor to direct investment
enterprises

Debt: To C 100
Liabilities: Total 300
Direct investment enterprise to direct investor
Equity: to A 50
To fellow enterprises
Debt: to C 250
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ForC

Assets: Total 350  Liabilities: Total 2
Of direct investment enterprises
in direct investor Direct investment enterprise to direct investor
Debt: in A 100 Equity: to A 2

Of direct investment enterprises
in fellow enterprises
Debt: in B 250

Total assets for A, B and C 402 Total liabilities for A, Band C 402

Under the Directional Principle, using the standard approach for the treatment of fellow
enterprises where the ultimate controlling parent is a nonresident, these positions would be

recorded as follows:
For A
Outward Foreign Direct Investment -48
Outward equity position:
inB 50
inC 2
Outward debt instruments position
Less Debt liabilities of direct investor
to direct investment enterprise
ToC -100

For B

For C
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Inward Foreign Direct Investment 300
Inward equity position:
ToA 50

Inward debt instruments position

Debt liabilities of direct investment
enterprise to fellow enterprises

ToC 250

Inward Foreign Direct Investment -348
Inward equity position:

ToA 2
Less debt instruments assets of direct
investment enterprise in direct investor
ToA -100



ToB

-250

Total Outward Direct Investment (A, B and C) -48 Total Inward Direct Investment (A, B and C): -48

Under the Directional Principle, using the approach

where residence of the ultimate controlling

parent is not known (and so the positions between fellows enterprises are recorded as outward
for assets and inward for liabilities), these positions would be recorded as follows:

For A
Outward Foreign Direct Investment -48
Outward equity position:
inB 50
inC 2
Outward debt instruments position
Less Debt liabilities of direct investor
to direct investment enterprise
ToC -100
For B
For C
Outward debt instruments position 250
Outward debt instruments position
Debt instruments assets
in fellow enterprise
InB 250

Total Outward Direct Investment (A, B and C) 202
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Inward Foreign Direct Investment 300
Inward equity position:
ToA 50
Inward debt instruments position

Debt liabilities of direct investment
enterprise to fellow enterprises

ToC 250

Inward Foreign Direct Investment -98
Inward equity position:
To A 2
Inward debt instruments asset position

Less debt instruments assets of direct
investment enterprise in direct investor
ToA -100

Total Inward Direct Investment (A, B and C) 202



Exclusions from direct investment

As noted in Chapter 3, debt positions between affiliated financial intermediaries except
insurance companies and pension funds (a subset of financial corporations), financial
derivatives, and one-off guarantees that have not been activated are excluded from direct
investment.

4.14 The financial corporations covered by the financial intermediary exclusion are deposit-
taking corporations, money market funds (MMF), non-MMF investment funds, and other
financial intermediaries except insurance companies and pension funds. (In other words, the
usual direct investment definitions apply for insurance corporations, pension funds, other
financial institutions, and financial auxiliaries.) All debt positions between these selected types
of affiliated financial corporations are excluded from direct investment (but equity positions
between all types of affiliated financial corporations should be included in direct investment).
For example, deposits and other amounts lent by a parent bank or other financial intermediary to
its direct investment enterprise located abroad that is also a financial intermediary, and deposits
and other borrowings taken from such offices, should not be classified as direct investment. Both
affiliated parties must be one of the selected types of financial corporations, but they need not be
the same type of financial corporation.

4.15 To be able to identify and exclude these positions from direct investment, compilers need
to be able to identify who is a financial intermediary. Annex Il provides a fuller description of
the five types of financial intermediaries whose positions with other financial intermediaries
abroad should be excluded. It is suggested that the collection form separately identify those
resident entities that meet the definition of any of these five types of financial intermediaries.
This will provide a basis for future research by the compilers, because very large debt positions
by any of these resident enterprises with a related foreign enterprise may be misrecorded in
direct investment.

4.16 Debt positions by financial intermediaries with related entities abroad that are not financial
intermediaries should be included in direct investment. Thus, positions with nonresident financial
institutions that are not financial intermediaries, as well as positions with nonresident nonfinancial
institutions, are included in direct investment.

4.17 Also as noted in Chapter 3, financial derivatives are excluded from direct investment. 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 risks, credit risk, etc.) can be traded in
their own right in financial markets. Transactions and positions in financial derivatives are treated
separately from the values of any underlying items to which they are linked.

4.18 One-off guarantees of payment by third parties® are contingent since payment is only required
if the principal debtor defaults. They, therefore, are considered to lie outside the “asset boundary”.

20 See paragraph 3.5 for a definition.
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Appendix to Chapter 4: Data reporting to the IMF
The CDIS results should be reported under four templates to the IMF.
Template 1 (Inward total by individual country)

This template represents the inward direct investment to be reported by CDIS participating countries.
1. Total Inward FDI for Country A

2. Equity

3. Debt
3.a. Assets
3.b. Liabilities

Template 1A (Inward detail by individual country)
The IMF strongly encourages countries to provide the information in Template 1A.
1. Total Inward FDI for Country A (= item 2 plus item 3)
l.a.  Of which, inward FDI with fellow enterprises
1.b. Assets (resident fellow enterprises’ claims on nonresident fellow enterprises)
1.c. Liabilities (resident fellow enterprises’ liabilities to nonresident fellow enterprises)
2. Equity
3. Debt (items 3a and 3b sum to item 3, and items 3c and 3d sum to item 3)
3.a. Resident financial intermediaries (payables minus receivables)
3.b. Resident enterprises that are not financial intermediaries (payables minus receivables)

3.c. Assets
3.d. Liabilities

Template 2 (Outward total by individual country)
Countries with significant outward investment should report Template 2.

1. Total Outward FDI by individual country

2. Equity

3. Debt
3.a. Assets
3.b. Liabilities

Template 2A (Outward detail by individual country)
1. Total Outward FDI for Country A (= item 2 plus item 3)

l.a.  Of which, outward FDI with fellow enterprises
1.b. Assets (resident fellow enterprises’ claims on nonresident fellow enterprises)
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1.c. Liabilities (resident fellow enterprises’ liabilities to nonresident fellow enterprises)
2. Equity
3. Debt (items 3a and 3b sum to item 3, and items 3c and 3d sum to item 3)
3.a. Resident financial intermediaries (receivables minus payables)
3.b. Resident enterprises that are not financial intermediaries (receivables minus payables)

3.c. Assets
3.d. Liabilities

Template 3 (Metadata)

In addition to the data in the templates, the IMF seeks descriptive information or metadata from
participants. The following information will be sought on both inward and outward direct
investment.

A. Are the data for direct investment based on a sample survey or a census?

Inward

(] Sample
[1 Census

Outward

[J Sample
(] Census

@

Is the reporting unit an enterprise or a local enterprise group?

Enterprise

Local enterprise Group
Mixed

Don’t know

OO0 d

Please describe in detail whether this statistical unit may consist of a group of corporations under
common control, whether it is a single corporation, etc. That is, please describe the level of
consolidation in your reporting units.

C. Are asset and liability positions of/with fellows recorded on a straight asset/liability basis (asset
positions recorded in outward direct investment and liability positions recorded in inward direct
investment), or are they recorded in outward (or inward) direct investment, depending on whether
the Ultimate Controlling Parent (UCP) is a resident (or nonresident)?
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Straight asset/liability basis
According to UCP concept
Mixed

Don’t know

[ I I R A

D. If you use the UCP concept, do you consider the UCP to be the common parent of the resident
and nonresident fellow enterprises or do you consider the UCP to be the controlling parent of the
resident enterprise, even where it is not the controlling parent of the nonresident fellow enterprise?
(1 Common parent of resident and nonresident fellow enterprises

or

(1 Controlling parent of resident enterprise even where it is not the controlling parent of the
nonresident enterprise

or
[0 Don’t know
or

[ Other (please specify)

E. Where a resident fellow is not controlled:

[0 do your instructions request your respondents to regard a resident enterprise that is an associate
(i.e., that is owned less than 50% by its foreign direct investor) as having no UCP?

or

(1 do your instructions request your respondents to regard the UCP of the immediate foreign direct
investor to be UCP of the resident enterprise?

or
[ do you regard a resident associate enterprise that is a fellow to be its own UCP, that is, the UCP
of resident associates are judged to be residents, in the circumstance where no enterprise owns a
controlling interest?

or

) your instructions do not cover this point.
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If relevant, please specify what method you use where 2 or more foreign direct investors hold the
same equity interest.

F. Valuation principle for equity

F.1 What methods are used in valuing listed equity investment?

N I A

Market price (i.e., published or listed prices)
Historic cost

Own funds at book value

Directors’ valuation

Net asset value

Don’t know

Other (please specify)

F.2 What methods are used in valuing unlisted equity investment?

N O O B

G1

Historic cost

Own funds at book value
Directors’ valuation

Net asset value

Don’t know

Other (please specity)

Debt instruments

Debt securities

G.1.1 What methods are used in valuing direct investment positions for debt securities?

N O Ay O A

Market value

Historic cost
Amortized cost

Par (face) value

Issue price

Fair value

Don’t know

Other (please specity)

G.1.2 Is accrued interest included in the value of the debt security?
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Yes

No

Mixed
Don’t know

[ A R A

G.1.3 If adebt security is denominated in a foreign currency, has the exchange rate at reference
date been used?

Yes

No

Mixed
Don’t know

(I R I R A

G.2. Debt instruments other than debt securities

G.2.1. What methods are used in valuing direct investment positions for debt instruments other than
debt securities?

Nominal

Fair value

Don’t know

Other (please specity)

(I R I R

G.2.2. Is accrued interest included in the value of these debt instruments?

O Yes

[0 No

[J Mixed

[J Don’t know

G.2.3 If adebt instruments is denominated in a foreign currency, has the exchange rate at reference
date been used?

0 Yes

(1 No

[0 Mixed

1 Don’t know

H. What method(s), if any, did you use in estimating data for nonresponding enterprises? Please be
specific.

I. What were your primary sources of information in building your sample frame of resident direct
investment enterprises, and of resident direct investors?
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Publicly available information from news media and the like

Trade associations’ directories

Enterprise lists used as sample frames for other (non-direct investment) data collections
Telephone directories

Other (please specify)

(I R A B R A

Template 4 (Overall impact on overall quality of conducting the CDIS)

Please report improvements that may have been implemented in your estimates for 2009, at least
partly as a result of your participation in the CDIS. In particular:

A. Has your organization expanded its surveys, to more fully cover positions involving resident and
nonresident fellow enterprises?

[] Yes
0 No

B. Did your organization change its method of valuing direct investment equity investment, to be
more consistent with the standards?

O Yes
O No
In particular,

did you change the valuation principle for measuring unlisted equity at own funds at book value
for bilateral positions?

1 Yes
7 No
(1 Own funds at book value was already used

did you change the valuation principle for measuring listed equity at published or listed prices?

(] Yes
7 No
[1 Published or listed prices were already used

C. Did your organization change its method of valuing direct investment debt investment, to be
more consistent with the standards?

0 Yes
0 No
In particular,

81



did you change the valuation principle for measuring loans and other intercompany debt
positions except for securities to nominal value?

For inward

7 Yes

[J No

1 Nominal value was already used
For outward

[ Yes

[J No
1 Nominal value was already used

did you change to market value principle for measuring positions for debt securities?
For inward

0 Yes

[J No

(1 Market value was already used

For outward

0 Yes

[J No
(1 Market value was already used

D. Does your organization now exclude all permanent and nonpermanent debt positions between
related financial intermediaries (except insurance companies and pension funds), or try to more fully
exclude such debt positions than previously?

(I I O A

They are now excluded, whereas previously they were included
Attempts are made to exclude them but results are not clear
We have not attempted to identify such positions

Such positions were already excluded from direct investment

E. Has your organization updated or improved the data collection instrument (i.e., the survey form
of direct investment enterprises and/or of direct investors), to clarify language?

[
[

Yes
No

F. Has your organization added wording to its enterprise surveys on Ultimate Controlling Parents?
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0 Yes If yes, please send a copy of the wording to us by email, to
O No
G. In processing these surveys, has your organization added companies to its mailing lists?

[] Yes
0 No

If yes, please indicate number of enterprises added as a percentage of the former total.
Did your organization more fully follow up on nonrespondents?

0 Yes
[ No

If yes, please specify.

Did your organization release data at a more detailed geographic level than previously?

0 Yes
(] No

Did your organization make other processing improvements, at least partly because of its
participation in the CDIS?

0 Yes
(] No

If yes, please specify.

H. Please provide any other relevant comments about your organization’s participation in the CDIS.

I. Please provide an overall assessment of the impact of direct investment data improvements on
overall direct investment data quality:

Highly substantial
Substantial
Significant

Not significant

OO0Oo
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CHAPTER 5: UNDERTAKING THE CDIS

Timetable

In undertaking an enterprise survey, it is important to develop a timetable. The timetable serves
two main purposes: tasks are identified, and their sequencing is established to meet the
objectives of the survey.

5.1 Inthe CDIS, those countries that have never conducted a direct investment position survey
will have a different timetable from those countries that conduct them regularly. The diagram
below sets out a broad framework for a timetable, which can be adapted to national
circumstances.

Responsibility for producing direct investment statistics

5.2 In many countries, a statistics act or formal arrangements exist under which the central bank
or statistical agency has the authority to collect information required for participation in the
CDIS®

5.3 In some economies, responsibility for collecting data on direct investment may be split
between two or more agencies. For example, central banks may have responsibility for obtaining
data from financial institutions, while the national statistical agency may have responsibility for
the nonfinancial entities. In other economies, the role of the investment approval agency may be
very important. Involving all the relevant agencies will improve the overall coverage and
accuracy of the data eventually collected. The survey questionnaire should make clear which
agency(ies) have access to the reported data.

Creation/update of a survey frame

5.4 The survey frame comprises the set of units subject to the direct investment survey and the
details about those units that can facilitate the conduct of the survey. “The survey frame has
more influence than any other aspect of survey design upon the coverage of the survey”# and
hence on the measurement of direct investment.

5.5 The survey frame can be used to list direct investment units as well as to facilitate some of
the steps involved in conducting the survey, notably through storing and tracking information on
the units being surveyed.

?! The IMF’s Statistics Department is available to review the draft legislation or modifications to existing legislation
made to accommodate the CDIS or for compilation of other macroeconomic statistics. A good legal authority would state
that reporting of statistical information is mandatory, and that the data are confidential and will not be disclosed to third
parties without the approval of the respondent.

%2 Measuring the Non-Observed Economy - A Handbook, OECD
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Draft Timetable for Conducting a Direct Investment Survey
TASK

Determine under whose authority survey will be conducted.

Creation of a survey frame: Details to be stored on information database. Begin development of
information database of potential respondents.

Identify sources to establish survey frame.
Determine coverage of survey

Determine quantity and type of data to be collected and discuss with a sample of
potential respondents.

Draft survey forms and discuss with a sample of respondents.

Undertake initial discussions with key respondents.

If feasible, inform respondents of the upcoming survey.

|| Beginseminars to educate respondents of the surveys needs and requirements.

| Finalize survey forms.

Conduct trial run with a small selection of respondents. All other respondents
should be reminded of the survey.

|:| Mail Questionnaires

Survey data due from respondents. Follow
up with those that have not reported. Enter
responses on information database. Process
results for dissemination.

Report preliminary
core survey results to
the IMF.

Report revised core survey results
and additional information (if any)

to the IMF.
12 9 6 3 Reference date 3 6 9 15 (months)
(December 31, 2009)
Commmmmmm e Prior to reference date --------------- > G After reference date ------------------
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Information content of the survey frame

5.6 The survey frame should be developed no later than 12 months prior to the reference date for
the survey but preferably at least 18 months prior.

5.7 The survey frame should include relevant information on each respondent, and may serve as
a tracking system for contacts with respondents.

Information relating to respondents:

Respondent name

Respondent ID code/Registry or Business Number

Respondent address

Respondent contact person/authorized person to sign form

Designation of contact person/authorized person

Phone number of contact person/authorized person

Facsimile number and email address of contact person/authorized person
Activity code of respondent (i.e., business sector of respondent)
Investment code of respondent (is involved in inward or outward direct investment, or no
investment abroad?)

Financial/fiscal year of respondent’s business (i.e., accounting period)

Survey log
A well integrated data collection provides comprehensive response logs containing information
about the respondent and to track response status.

Response log details:

Date letters/questionnaires are sent (could be automatically entered by computer)

Date due

Response status (responded, liquidated, no response, respondent owned by another business
which will respond)

Date first response received

Date of first and second follow-up

Edit date — case edited

Computerizing the survey frame
5.8 Computerizing the survey frame may save compilers time and effort and reduce the scope
for error in dealing with survey respondents. Careful maintenance of the database is also
required, e.g., updating address changes, company name changes, etc. The type of issues and
tasks that national compilers need to consider include:

e taking account of the information flows to and from the database (the use of charts and
diagrams may be useful in the planning phase);

e taking account of the specifications required to query the frame and to generate reports;
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e devising a coding structure that embodies important defining characteristics of each
respondent. This allows the sorting and analysis of respondents and the tracking of
nonresponse;

e ensuring that supporting hardware/software is sufficient for the task, for instance, that the
memory and processing capabilities are such that response and retrieval times are acceptable;

e allowing time for a thorough tryout of the system before "live" use;

e backing up copies of data and software on a regular basis and storing them both on-site and
at a remote location so that the files can be restored in the event of a system breakdown;

e ensuring appropriate systems security and access authorization;
e producing thorough documentation on the system; and

e providing for a suitable filing system for associated papers, not least the completed survey
forms.

Use of the survey frame

5.9 Once the national survey is under way, the benefits of an efficient computerized survey
frame become apparent. The benefits accrue both at the initial stage of the mail out of the survey
forms and at the follow-up stage and beyond. Some of these benefits are presented below to
provide national compilers with an idea of the capabilities of a computerized information
database.

5.10 At the initial stage, compilers need to print and dispatch the survey forms and companion
transmittal letters. To do so, they can generate the mailing labels from the computerized
information database. At the same time, a record can be written noting which survey respondents
will be sent a questionnaire (e.g., mail status to “yes”). Compilers can also perform a quality
check to ensure that the right respondent is receiving the right survey form(s).

5.11 This is particularly important if the mailing includes more than one type of survey form. If
the statistical office has never previously conducted a direct investment survey, it may be useful
to include with the survey form a postcard (or use some similar technique) that respondents use
to acknowledge receipt of the questionnaire and identify the person to contact. In this way,
compilers can quickly identify problems and initiate follow-up action.?® The national compiler
should note, in the response log, those entities that have returned the postcard. National
compilers should record the return of the completed survey form in the response log, along with

% For the Coordinated Portfolio Investment Survey, the U.S. authorities found it useful to publish a legally binding
notice about the survey, which announced the survey and stated that any institution meeting the reporting guidelines is
legally required to report, whether or not the institution is sent a survey questionnaire. This approach might bring in
some firms that are not on the information database. Similar approaches may be considered by countries participating in
the CDIS but this may depend on local institutional and legal arrangements.
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the date of receipt; any changes required to the information database, for instance, name, address,
etc., could be made. Compilers could run a report to verify that the correct entries have been
made. Thereafter, they could distribute survey forms to the appropriate person for data capture
and editing.

5.12 For a number of reasons, respondents may wish to contact the compiler using the contact
information printed on the questionnaires. The compiler should keep a record of significant
phone calls and/or correspondence (such as requests for extension of the survey due date) either
in a manual file or as a note against the appropriate record in the response log file, along with a
notation on how the matter was resolved. If a survey respondent requires more time to complete
the survey form, the compiler should note this information so that reminders are not sent. In such
a case, the response log status is changed to indicate “in contact,” and follow-up procedures are
suspended for a specified period. When new copies of the survey forms are requested, a re-mail
is initiated, and additional forms are sent to the respondent with the follow-up procedures kept in
place. The compiler must update the information database if updated information is provided and
run a check to confirm that correct details have been stored.

5.13 At the planning stage, it is important to consider which fields will be automatically
completed by the computerized system. For example, would the “date mailed” field be updated
directly by the mailing program? Provide sufficient space for addresses, etc.; it may be
appropriate to subdivide fields for some items (for example, distinguishing the postal code from
the remainder of the address). Take care when assigning default values to fields and (as a
safeguard against inputting errors) have an accessible, on-line, separate file that lists those types
of input that are currently acceptable for a specified field, so that unacceptable inputs will be
rejected, for instance, entering a letter in a field that can “accept” only numbers. It is also useful
to have a comment area for the respondent’s use.

5.14 When the closing date for the return of completed survey forms has passed, the national
compiler can identify the overdue survey respondents from the response log, based on the
response status of “outstanding” and the mailing date, and prepare labels for envelopes and
follow-up documents.

5.15 A number of reports can be produced on a regular basis to assess the status of the survey:
transaction reports: lists of changes to records sorted by name, ID code, date, etc.

response log reports: summary counts of survey forms mailed, received, and percentage

outstanding; response log listing all survey respondents, survey status sorted by name, ID code,
etc.

Determining the coverage of the direct investment survey (sample or census)
5.16 Many of the sources of information will not indicate whether or not a unit is a direct

investor or a direct investment enterprise. One way to identify direct investment relationships is
by conducting a short exploratory survey, but not all countries use this approach.
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5.17 As one of the prime reasons for undertaking the CDIS is to improve the overall quality of
direct investment statistics, participating economies have agreed to provide as comprehensive
information as possible. This means a decision needs to be made as to whether to undertake a
census, or compile data from as large a survey as possible.

5.18 For countries that have not undertaken a direct investment survey before, it will be highly
beneficial to initially focus on the largest firms in their economies, with less attention given to
smaller firms. Only after experience has been gained in compiling direct investment statistics
should consideration be given to more sophisticated methods of compiling data, such as by
conducting a sample survey with estimation for nonsample firms. Undertaking a sample survey
without a good understanding of the relative size and importance of the enterprises being
surveyed may produce data that cannot be reliably grossed up (see below on How to Address
Low Coverage or Low Response Rates) to a universe total.

5.19 A census is important for estimation as it provides the benchmark for estimating the
universe in subsequent surveys — when samples may be used. For direct investment statistics, it
IS not necessary to conduct a census every year. Maintaining an up-to-date information database
of all additions (and deletions) is an essential part of keeping the estimates as accurate as
possible. Of course, not having a census survey will make it difficult to gross up the data.

5.20 Asthe CDIS is intended to provide as comprehensive results as possible, those countries
already conducting direct investment surveys should make additional efforts to extend their
coverage and to ensure that the results are as accurate, timely, and comprehensive as possible.
This additional effort will require that the information database is as up-to-date as possible.

5.21 Conducting a survey requires prior knowledge of the approximate size of the universe. The
size of the universe involves two major dimensions: the number of entities in the universe, and
the individual value of their direct investment assets and liabilities. As economic statistics are
primarily concerned with values, in any survey, the focus of a direct investment survey should be
on those entities with substantial amounts. In this regard, it may be appropriate to conduct a
census of those enterprises that constitute, for example, 90 percent of total liabilities to Dls (or of
assets with DIES) and to conduct a sample survey or use models to estimate the remaining 10
percent of data. However, it is also important to stress that there are increasing demands for data
on small- and medium-sized enterprises (SMESs), so that, if a sample survey is employed for
those enterprises with the smallest contribution to the total on direct investment, it may be useful
to bear this information in mind when the sample is designed, so that the detail on the SMEs is
sufficiently robust for analysis, especially at the industry level.

Draft survey questionnaires
5.22 Chapter 3 has model survey forms for both inward and outward direct investment surveys.
These could serve as a starting point for the questionnaires to be used to collect the data, and they

could be modified for local circumstances. In some instances, where a DIE is also a DI, it may make
sense to combine the information requested into a single form.
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5.23 The basis for much of the information to be collected is the entity’s balance sheet, and the
information collected should take into account the accounting standards that respondents routinely
follow in preparing and maintaining their records.

5.24 The questionnaire should indicate that the information will be collected for statistical purposes
and no confidential information will be divulged without the consent of the individual respondent to
which this information pertains. It may be useful to highlight that the survey is being conducted as
part of an international initiative coordinated by the IMF. As well, the questionnaire should provide
advice on how the information is to be provided, setting out the measurement date, the currency of
valuation, the valuation principles, as well as some additional information (such as the contact
person’s details, and the industry of the entity). For outward direct investment, the questionnaire
should point out that the information to be reported should be that used on the books of the DIE,
rather than that of the DI. This will assist in international comparisons (as the information on inward
direct investment would be the same) and it is probable that the information on the books of the DIE
IS more current.

Communication with respondents

About the end of December 2008 (that is, about 12 months before the reference date of the
survey):

Having identified many of the major direct investment enterprises (and/or direct investors),
national compilers need to develop an appropriate survey form, which should be field tested
with the key respondents to a) inform them that the survey will be undertaken in the next
year or so, and b) to give the respondents an opportunity to provide comments on the survey
form and to ask questions.

Having face-to-face discussions with key respondents is a very efficient way of eliminating
potential reporting problems, thereby limiting the extent of the need for follow up and raising
the quality of the data. In surveys for the compilation of economic statistics, accounting
records are central. It is often the case that accountants and economic statisticians use the
same terminology, yet the meanings may not be the same. Equally, economic statisticians
may use terms (such as “direct investment”) that may not be understood in accounting
terminology. Such matters can be clarified and the draft reporting instructions improved.

The survey form would need to identify the agency responsible for conducting the direct
investment survey and under which authority the data are being collected, including
sanctions for non reporting, as relevant. See section above (Responsibility to produce direct
investment statistics) for some additional details on the formal arrangements for conducting a
survey.

Advance notification to identified respondents, if feasible
At about the same date, that is, about 12 months before the reference date, resources
permitting, compilers could send a notification to all identified respondents to advise them

that the survey of direct investment positions will be conducted, the reference date, and a
summary of the information that will be requested..
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Training seminars, if feasible

About the end of March 2009 (that is, about 9 months before the reference date of the
survey):

In addition to having one-on-one meetings with some key respondents, resources permitting,
it may be useful for compilers to arrange seminars for respondents. These seminars could
review the survey form and identify any areas where respondents may not be familiar (such
as the concept of residence or center of predominant economic interest). The point should be
made that the information provided is confidential and only aggregated data will be
published. The seminars also help public relations, and allow the compilers to advise
respondents of the reasons for the survey. The seminars should serve as another opportunity
to fine tune the questionnaire.

Trial run, if feasible

About the end of June 2009 (that is, about 6 months before the reference date of the survey):
Conducting a trial run with a sample of respondents about six months before the reference
date may provide many benefits, resources permitting. It may highlight where respondents
have problems interpreting the questionnaire, and it may also serve to test the compiler’s
processing system. Highlighting and addressing problems at this stage will reduce problems
at a later, and more crucial, stage.

Re-contact respondents to remind them of the survey

About the end of November 2009 (that is, about 1 month before the reference date):

It may help the response rate (at least, initially), if respondents are contacted (by mail or
email) to remind them of the survey’s reference date and when data are due to be reported.

Mail out survey, along with acknowledgement cards, if feasible

About the end of January 2010 (that is, about 1 month after the reference date)
As part of the questionnaire that is sent to the respondents, resources permitting, it may be
helpful to include acknowledgement cards, which respondents should to return to the
compilers, to indicate that the survey had been received. Respondents should be asked to
return these cards immediately upon their receipt. For responses that have been received, this
should be entered on the information database. For those requiring follow up, this should also
be noted on the information database.

Reporting date by respondents

About the end of March 2010 (that is, about 3 months after the reference date of the survey):
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It is recommended that data for the survey should be requested within three months of the
reference date. If it is later than this, respondents may forget to complete and return the
questionnaire. For those respondents that have not reported, compilers should follow-up. For
responses that have been received, this should be entered on information database. For those
requiring follow up, this should also be noted on the information database.

How to Address Low Coverage or Low Response Rates

5.25 As the IMF is seeking the CDIS information to be provided within nine months of the
reference date, some countries may find that they do not have complete responses to the survey.
In order to report data that approximates the universe, there are various ways that estimates can
be provided.

5.26 For countries that have conducted direct investment surveys previously and prepared
universe estimates of positions, the previous estimates can be used as a starting point. For
example, if a previous survey requested data on direct investment assets and liabilities, by
counterpart economy, from 100 enterprises, and by the cut-off date for submission to the IMF,
returns have been obtained from only 50 enterprises, the compiler can take the most recently
reported or estimated direct investment position data applicable to those enterprises —
presumably the position for end-year 2008 — and update it for 2009 by adding to them an
estimate of balance of payments flows in 2009. If data permit, adjustments could also take
changes in exchange rates into account.

5.27 In some cases, the information database may show that there has been a change in the
ownership of some enterprises (for example, they may have been sold to others, resident in
different economies, and these sales were reported in the financial press, and were captured in
the information database). In such instances, instead of just using the country breakdowns
reported in the previous survey, the compiler can adjust them, based on the information in the
database.

5.28 Such approaches may provide reasonably good estimates for positions data. The methods
used to derive universe estimates, when responses have been less than 100 percent, should be
described in metadata.

5.29 However, for countries that have not conducted direct investment positions surveys before,
alternative approaches may be required. A starting point will be to utilize the data that are
reported in time to be used in the preliminary estimate. Any expansion of these data to a universe
level will necessarily be based on the judgment of the compiler. Metadata should be provided
that explains the technique that is used for expansion. One technique would be to compare the
enterprises that did report in time to those that did not — if the enterprises that reported data are
believed to be more numerous, larger, and more likely to be involved in direct investment than
those that did not report, then perhaps the reported data should be only conservatively increased,
if at all.
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Editing/validating collected data

5.30 If, despite all the preparations, survey respondents submit poor quality data, then the value
of the exercise is undermined.

5.31 Those compilers conducting a national survey for the first time need to be especially
vigilant in checking data supplied. The more experience the respondent has in completing the
survey form, up to a point, the less likely that significant errors will be made.

5.32 National compilers can conduct editing/validation control checks on a number of levels.
The compilers can include checks in the survey form, cross-check survey data against other
reported data, and devise analytical checks.

5.33 This section provides some guidance on a range of possible checks. Nonetheless, it should
be borne in mind that the more the survey form fits the domestic circumstances, and the more
that survey respondents are consulted about what is required of them, then, inter alia, the greater
the probability of receiving good quality data, and, perhaps just as important, the greater the
likelihood of cooperation, if the national compiler needs to question data supplied by the
respondent.

5.34 As one of the purposes of the CDIS is for comparable data to be exchanged among
participating countries, national compilers will receive data on their residents’ direct investment
liabilities to, and assets with, nonresidents. Some broad checks on the data received—either by
individual counterpart country or on a global basis (i.e., total liabilities to nonresidents)—should
be possible. The following subsections focus on the various checks.

Data editing/validation through the questionnaire form

5.35 The sooner errors are spotted and corrected, the better. For this reason, it is recommended
that national compilers consider devising a survey form that explicitly includes quality control
checks and/or requires extra information, which can be used as a consistency check. However, if
extra information is required, it should be kept to the minimum necessary, and the national
compiler should be clear as to the purpose for the collection.

5.36 Among the tools that can help raise data quality are various computer systems that can
allow for internal edits, including commercial spreadsheets; relational database management
systems; and time series database management systems. Simple computer-checking procedures
can be written to process reported data. Edit checks could include some of the following:

If total assets and liabilities (including shareholders’ funds) are reported, do they equal?

Are the assets with DIEs (liabilities to DIs) smaller than total assets (liabilities)?

Are reported transactions (in the balance of payments) consistent with the reported positions
data*?

% To use this particular quality control check, positions data are required for two years.
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Where income is reported, do the rates of return on assets/liabilities make sense in light of
rates of return available for other enterprises in the economy?

5.37 More generally, the national compiler could require an official of the reporting company to
certify that the information provided is complete and accurate; this could help ensure data quality
and promote timely reporting. Similarly, requesting the name of a contact person helps ensure
that follow-up enquiries are efficiently directed.

Data editing/validation through analytical checks

5.38 The degree to which analytical checks can be developed depends on the availability of
comparable data. If data are available, the following checks can be devised:

5.39 If stock data and flow data are independently assembled, then an attempt could be made to
reconcile these data. To do so requires consideration of effects caused by different prices,
exchange rates, other adjustments like write-offs, or reporting thresholds. Checks can be applied
at the individual respondent and aggregate data levels.

5.40 In countries where the position data are being produced for the first time, but transactions
data are available, an attempt could be made at reconciling position data, estimated by
accumulating transaction data with reported position data. The method of calculating position
data from transactions data is illuminated in paragraphs 740 to 743 of the Balance of Payments
Compilation Guide. The degree of deviation of the cumulated transactions and reported position
data could be quite large and may show why accumulating direct investment flows is an
unreliable method for estimating positions. However, if sizeable transactions data appear
opposite a country for which reported positions are small, it should be investigated.

Financial intermediary debt positions with nonresident financial intermediaries

5.41 Among the areas where particular attention should be paid is to the reported debt positions
by financial intermediaries. Debt positions between financial intermediaries should not be
included in direct investment. Financial intermediaries should be advised to exclude these
positions. It is probably useful if all financial intermediaries be provided with a the list of types
of financial intermediaries: see Annex II.

5.42 As much cross-border debt of financial intermediaries tends to be with other financial
intermediaries, if the levels reported by resident enterprises that are financial intermediaries are
large in terms of units of currency, it is worthwhile if the compiler contacts the enterprises with
large positions to confirm that the data are correctly reported.

Data editing/validation from the viewpoint of the counterpart economy of the direct investor and
direct investment enterprise

5.43 Because comparable data may be exchanged among participating countries (subject to

confidentiality constraints), national compilers shall receive data on the positions of the
counterparties. While quality control is primarily the responsibility of the national compiler, the
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compiler in the counterpart economy may also be in the position to check the data received and to
provide useful feedback to the counterpart compiler.

Confidentiality considerations

5.44 To reduce the loss of information that may result from confidentiality constraints,
participants in the CDIS will be asked to report to the IMF total direct investment positions
bilaterally (that is, inward and outward totals, but without a breakdown between equity and debt)
as the first aggregate, so that if there are confidentiality constraints at the instrument level, these
may not apply when equity and debt positions data are summed. Moreover, by using the
Directional Principle in the CDIS, so that reverse investment between DIEs and Dls is netted

against investment by DlIs in DIEs, the publication of the total (net of reverse investment) may be
allowed, even if reverse investment, by itself, would have to be suppressed.

Data Reporting and Dissemination
Reporting date for preliminary core data to IMF
September 30, 2010 (that is, nine months after the reference date of the survey):

Preliminary results from the national survey(s) should be reported to the IMF by the end of
September 2010.

Reporting date for revised core data to IMF
March 31, 2011 (that is, fifteen months after the reference date of the survey):
Revised core data should be reported to the IMF by the end of March 2011.
It is recommended that separate data sets be compiled and disseminated for residents that are

financial intermediaries, and for all other residents combined that are not financial
intermediaries.
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ANNEX I: COUNTRY CODES AND REGIONAL GROUPINGS

Europe

European Union

Austria AUT
Belgium BEL
Bulgaria BGR
Cyprus CYP
Czech Republic CZE
Denmark DNK
Estonia EST
Finland FIN

France FRA
Germany DEU
Greece GRC
Hungary HUN
Ireland IRL

Iltaly ITA

Latvia LVA
Lithuania LTU
Luxembourg LUX
Malta MLT
Netherlands NLD
Poland POL
Portugal PRT
Romania ROU
Slovak Republic SVK
Slovenia SVN
Spain ESP

Sweden SWE
United Kingdom GBR
Other European Countries

Albania ALB
Andorra AND
Belarus BLR
Bosnia and BIH

Herzegovina

Croatia HRV

Faroe Islands FRO
Gibraltar GIB
Greenland GRL
Guernsey GGY
Iceland ISL
Isle of Man IMN
Jersey JEY
Kosovo UVK
Liechtenstein LIE
Macedonia, FYR MKD
Moldova MDA
Monaco MCO
Montenegro, Republic | MNE
of

Norway NOR
Russian Federation RUS
San Marino SMR
Serbia, Republic of SRB
Switzerland CHE
Turkey TUR
Ukraine UKR
Vatican City State VAT
Africa

North Africa

Algeria DZA
Egypt EGY
Libyan Arab LBY
Jamahiriya

Morocco MAR
Tunisia TUN
Sub-Saharan Africa

Angola AGO
Benin BEN
Botswana BWA
British Indian Ocean | I0Q*

Territory

Burkina Faso BFA
Burundi BDI
Cameroon CMR
Cape Verde CPV
Central African CAF
Republic

Chad TCD
Comoros COM
Congo, Dem. Rep. of | COD
(Kinshasa)

Congo, Rep. of COG
(Brazzaville)

Céote d'lvoire Clv
Djibouti DJI
Equatorial Guinea GNQ
Eritrea ERI
Ethiopia ETH
Gabon GAB
Gambia, The GMB
Ghana GHA
Guinea GIN
Guinea-Bissau GNB
Kenya KEN
Lesotho LSO
Liberia LBR
Madagascar MDG
Malawi MWI
Mali MLI
Mauritania MRT
Mauritius MUS
Mayotte MYT
Mozambique MOZ
Namibia NAM
Niger NER
Nigeria NGA
Réunion REU
Rwanda RWA
S&o Tomé and STP

Principe
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Asia

Countries of Persian Gulf
Bahrain BHR
Iran, Islamic Republic | IRN
of

Irag IRQ
Kuwait KWT
Oman OMN
Qatar QAT
Saudi Arabia SAU
United Arab Emirates | ARE

Other Near and Middle East

Grenada GRD
Guadeloupe GLP
Haiti HTI
Jamaica JAM
Martinique MTQ
Montserrat MSR
Netherlands Antilles | ANT
Puerto Rico PRI
St. Kitts and Nevis KNA
St. Lucia LCA
St. Pierre and SPM
Miquelon

St. Vincent and the VCT
Grenadines

Trinidad and Tobago | TTO
Turks and Caicos TCA
Islands

Virgin Islands, British | VGB
Virgin Islands, U.S. VIR
South America

Argentina ARG
Bolivia BOL
Brazil BRA
Chile CHL
Colombia CoL
Ecuador ECU
Falkland Islands FLK
(Malvinas)

French Guiana GUF
Guyana GUY
Paraguay PRY
Peru PER
Suriname SUR
Uruguay URY
Venezuela, Republica | VEN

Bolivariana de

Senegal SEN
Seychelles SYC
Sierra Leone SLE
Somalia SOM
South Africa ZAF
St. Helena SHN
Sudan SDN
Swaziland Swz
Tanzania TZA
Togo TGO
Uganda UGA
Western Sahara ESH
Zambia ZMB
Zimbabwe ZWE
Americas

North America

Belize BLZ
Canada CAN
Costa Rica CRI
El Salvador SLV
Guatemala GTM
Honduras HND
Mexico MEX
Nicaragua NIC
Panama PAN
United States USA
North Atlantic and
Caribbean

Anguilla AlA
Antigua and Barbuda |ATG
Aruba ABW
Bahamas, The BHS
Barbados BRB
Bermuda BMU
Cayman Islands CYM
Cuba cuB
Dominica DMA
Dominican Republic | DOM
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Countries

Armenia ARM
Azerbaijan AZE
Georgia GEO
Israel ISR
Jordan JOR
Lebanon LBN
Syrian Arab Republic | SYR
West Bank and Gaza | PSE
Strip

Yemen, Republic of YEM
Central and South Asia
Afghanistan, Islamic | AFG
State of

Bangladesh BGD
Bhutan BTN
Brunei Darussalam BRN
Cambodia KHM
India IND
Indonesia IDN
Kazakhstan KAZ
Kyrgyz Republic KGz
Lao People's LAO
Democratic Republic
Malaysia MYS
Maldives MDV
Myanmar MMR




Oceania and Polar
Region

Norfolk Island NFK
Northern Mariana MNP
Islands

Palau PLW
Papua New Guinea PNG
Pitcairn PCN
Samoa WSM
Solomon Islands SLB
South Georgia and GSQ*
Sandwich Islands

Tokelau Islands TKL
Tonga TON
Tuvalu TUV
United States Minor PUQ*
Outlying Islands

Vanuatu VUT
Wallis and Futuna WLF

Islands

Nepal NPL
Pakistan PAK
Philippines PHL
Singapore SGP
Sri Lanka LKA
Tajikistan TIK
Thailand THA
Timor-Leste TLS
Turkmenistan TKM
Uzbekistan uzB
Vietnam VNM
East Asia

China, P.R. CHN
Hong Kong SAR of HKG
China

Macao SAR of China | MAC
Japan JPN
Korea, Democratic PRK
People's Republic of

Korea, Republic of KOR
Mongolia MNG
Taiwan Province of TWN

China

American Samoa ASM
Australia AUS
Bouvet Island BVQ*
Christmas Island CXQ*
Cocos (Keeling) CcQ*
Islands

Cook Islands COK
Fiji FJI
French Polynesia PYF
French Southern TFQ*
Territories

Guam GUM
Heard Island and HMQ*
McDonald Islands

Kiribati KIR
Marshall Islands MHL
Micronesia, Federated | FSM
States of

Nauru NRU
New Caledonia NCL
New Zealand NZL
Niue NIU

* Indicates not the officially UN approved 1SO Code
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ANNEX Il : RESIDENCE AND INSTITUTIONAL UNITS

General principles

The residence of each institutional unit is the economic territory with which it has the strongest
connection. Residence can also be expressed as the center of predominant economic interest.
Each institutional unit is a resident of one and only one economic territory determined by its
center of predominant economic interest. Definitions for determining residence are given below.
The definitions given below are designed to apply the concept of center of predominant
economic interest. These definitions should be used in preference to a discretionary choice
between different possible aspects of economic interest.

An institutional unit is resident in an economic territory when there exists, within the economic
territory, some location, dwelling, place of production, or other premises on which or from
which the unit engages and intends to continue engaging, either indefinitely or over a finite but
long period of time, in economic activities and transactions on a significant scale. The location
need not be fixed so long as it remains within the economic territory. Actual or intended location
for one year or more is used as an operational definition; while the choice of one year as a
specific period is somewhat arbitrary, it is adopted to avoid uncertainty and facilitate
international consistency. Additional criteria for cases where there is no actual or intended
physical presence for a year or more are discussed below.

Residence

As a general principle, a corporation is resident in an economic territory when the enterprise is
engaged in a significant amount of production of goods and/or services, or owns assets or incurs
liabilities, from a location in the territory.

Taxation and other legal requirements tend to result in the use of a separate legal entity for
operations in each legal jurisdiction. In addition, a separate institutional unit is identified for
statistical purposes where a single legal entity has substantial operations in two or more
territories (for example, for branches, land ownership, and multiterritory enterprises). As a result
of splitting such legal entities, the residence of each of the subsequently identified corporations is
clear. The introduction of the terminology “center of predominant economic interest” does not
mean that entities with substantial operations in two or more territories no longer need to be split.

In some cases, the physical location of a corporation is not decisive to identify its residence
because the corporation has little or no physical presence, for example, if its administration is
entirely contracted out to other entities.

Mobile production involves an enterprise undertaking production from a base in one location, but
delivering services in other locations. Mobile production processes include some transport
activity, delivery of advice and on-site repair services, and short-term construction. The
residence of such enterprises is determined from the base of operations, rather than the point of
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delivery or location of mobile equipment, unless the activities at the point of delivery are
sufficiently substantial to amount to a branch, as defined below (Branches).

Institutional Units

Cases of institutional units that are especially relevant in for direct investment units are reviewed
below.

Financial intermediaries

It should be noted that debt positions of financial intermediaries are excluded from direct
investment data if they involve both a resident financial intermediary, and a nonresident
financial intermediary, other than insurance corporations and pension funds. In cases of external
debt of a financial intermediary with a direct investment enterprise or direct investor that is not a
financial intermediary, the debt is part of direct investment.

Deposit-taking corporations®

In general, the following financial intermediaries are classified in this sub-sector: central bank,
commercial banks, ‘universal’ banks, ‘all-purpose’ banks, savings banks (including trustee
savings banks and savings banks and loan associations); post office giro institutions, post banks,
giro banks; rural credit banks, agricultural credit banks; cooperative credit banks, credit unions;
and specialized banks or other financial institutions if they take deposits or issue close substitutes
for deposits. The liabilities of deposit-taking corporations are typically included in measures of
broad money.

Money market funds (MMFs)

MMFs are collective investment schemes that raise funds by issuing shares or units to the public.
The proceeds are invested primarily in money market instruments,

Non-money market investment funds

Non-MMF investment funds are collective investment schemes that raise funds by issuing shares
or units to the public. The proceeds are invested predominantly in long-term financial assets and
nonfinancial assets (usually real estate).

Hedge funds are a kind of investment fund. Hedge fund is a term that covers a heterogeneous
range of collective investment schemes, typically involving high minimum investments, light
regulation, and a wide range of investment strategies.

% A more common word for “deposit-taking corporations” is “banks”. However, it should be noted that, in some
economies, “banks” may cover a variety of institutions, some of which may not meet the criteria of “deposit-taking
corporations”.
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Other financial intermediaries, except insurance corporations and pension funds

Other financial intermediaries, except insurance corporations and pension funds consists of:
financial corporations engaged in the securitization of assets; security and derivative dealers (on
own account); financial corporations engaged in lending including financial leasing; as well as
personal or commercial finance; and specialized financial corporations that provide short-term
financing for corporate mergers and takeovers; export/import finance; factoring companies; and
venture capital and development capital firms.

Quasicorporations

A quasicorporation is an unincorporated business that operates as if it were an entity separate
from its owners. It is treated as if it were a corporation. This treatment is applied whether a
branch, limited liability or other type of partnership, or other unincorporated legal structure is
used.

Branches

When a nonresident unit has substantial operations over a significant period in an economic
territory, but no separate legal entity, a branch may be identified as an institutional unit. This unit
is identified for statistical purposes because the operations have a strong connection to the
location of operations in all ways other than incorporation. The following factors should be
present for a branch to be recognized:

e undertaking or intending to undertake production on a significant scale based in the territory
for one year or more:

(i) If the production process involves physical presence, then the operations should be physically
located in that territory. Some indicators of an intention to locate in the territory include
purchasing or renting business premises, acquiring capital equipment, and recruiting local staff;

(ii) If the production does not involve physical presence, such as some cases of insurance or
other finance, the operations should be recognized as being in the territory by virtue of the
registration or legal domicile of those operations in that territory;

e having substantial operations;

e the recognition of the operations as being subject to the income tax system, if any, of the
economy in which it is located even though it may have a tax-exempt status; and

e either a complete set of accounts, including a balance sheet, exists for the unit, or it would be
possible and meaningful, from both an economic and legal viewpoint, to compile a complete set
of accounts if they were to be required.

The identification of branches has implications for the statistical reporting of both the parent and
branch. The operations of the branch should be excluded from the institutional unit of its head
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office in its home territory and should be reported consistently in both of the affected economies.
Each branch is a direct investment enterprise.

Some construction projects undertaken by a nonresident contractor may give rise to a branch.
Construction may be carried out or managed by a nonresident enterprise, without the creation of a
local legal entity: For major projects (such as bridges, dams, power stations) that take a year or more
to complete and that are managed through a local site office, the operations would usually satisfy the
criteria for identification of a branch. In other cases, the construction operations may not satisfy the
conditions for recognition as a branch, for example, for a short-term project or one based from the
home territory rather than a local office.

Mobile equipment, such as ships, aircraft, drilling platforms, and railway rolling stock, may operate
across more than one economic territory. The criteria for recognition of a branch also apply in these
cases.

Similarly to mobile equipment, a multiterritory pipeline that passes through a territory, but not
operated by a separate legal entity in that territory would be recognized as constituting a branch or
not, according to whether there is substantial presence, availability of separate accounts, etc..

Notional resident units for ownership of land and other natural resources by nonresidents

When land located in a territory is owned by a nonresident entity, a notional resident enterprise is
identified for statistical purposes as being the owner of the land. This notional resident unit is a kind
of quasicorporation. The notional resident unit also owns any buildings, structures, and other
improvements on the land. The nonresident is treated as owning the notional resident unit, rather
than owning the land directly. Land and buildings owned for personal use but not for production or
other business purposes are also considered as direct investment enterprises. Holiday and second
homes owned by non-residents should therefore be treated in the same way as described above.

In contrast to an operational lease, the existence of a financial lease on land and buildings gives rise
to the creation of a notional direct investment enterprise.

Where a direct investment enterprise is established for the purposes of natural resource exploration,
its exploration expenditures should be capitalised, even if the exploration does not prove sufficient
economic resources to be viable, as part of the equity investment in the direct investment enterprise
and written off (or written-down), as appropriate.

Multiterritory enterprises

Artificial institutional units are sometimes identified by breaking up an actual entity. However, to
avoid excessive creation of artificial units, such cases are limited to the circumstances discussed
below.

A resident enterprise is identified when preliminary expenses such as mining rights, license fees,
building permits, purchase taxes, local office expenses, and legal costs are incurred prior to
establishing a legal entity. As a result of identifying a quasicorporation, those preparatory expenses
are recorded in the economy of the future operations as being resident-to-resident transactions that
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are funded by a direct investment equity transaction rather than as a sale of nonproduced assets to
nonresidents, exports of legal services, and so on. Because of the limited scale of these activities,
assembly of acceptable data for these enterprises may be feasible, despite the lack of incorporation.
If the project does not subsequently go into operation, the value of the direct investment is
eliminated by an entry in the other changes in volume account.

Some enterprises operate as a seamless operation over more than one economic territory. Although
the enterprise has substantial activity in more than one economic territory, it cannot easily be broken
up into a parent and branch(es) because it is run as an indivisible operation with no separate accounts
or decisions. Such enterprises are typically involved in cross-border activities and include shipping
lines, airlines, hydroelectric schemes on border rivers, pipelines, bridges, tunnels, and undersea
cables. Some nonprofit institutions serving households may also operate in this way.

Governments usually require separate entities or branches to be identified in each economic territory
for more convenient regulation and taxation. Multiterritory enterprises have usually been exempted
from such requirements, but there may be arrangements, such as a formula for payment of taxation
to the respective authorities.

In the case of a multiterritory enterprise, it is preferable that a parent and separate branch(es) be
identified. If possible, enterprises would be identified in each territory of operation according to the
principles for identification of branches discussed above. If that is not feasible because the operation
is so seamless that separate accounts cannot be developed, it is necessary to prorate the total
operations of the enterprise into the individual economic territories.

Joint ventures

A joint venture is a contractual agreement between two or more parties for the purpose of executing
a business undertaking in which the parties agree to share in the profits and losses of the enterprise
as well as the capital formation and contribution of operating inputs or costs. It is similar to a
partnership, but typically differs in that there is generally no intention of a continuing relationship
beyond the original purpose. A joint venture does not involve the creation of a new legal entity.
Whether a quasicorporation is identified for the joint venture depends on the arrangements of the
parties and legal requirements. The joint venture is a quasicorporation if it meets the requirements
for an institutional unit, particularly by having its own records. Otherwise, if each of the operations
are effectively undertaken by the partners individually, then the joint venture is not the institutional
unit and the operations would be seen as being undertaken by the joint venture partners separately.
(In that case, there would usually be direct investment enterprises that undertook the joint venture
operations of each of the partners.) Because of the ambiguous status of joint ventures, there is a risk
that they could be omitted or double-counted, so particular attention needs to be paid to them.

Trusts
Estates and other kinds of trusts are not incorporated but are legal arrangements that have aspects of
legal identity separate from their owners and trustees. An estate is the legal device to hold the

property of a deceased person before that property is distributed to the beneficiaries. A trust is a legal
device by which property is held in the name of one party or parties (the administrator or trustee)
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who is (are) under an obligation to hold assets for the benefit of another party or parties (the
beneficiary or beneficiaries). Administrators and trustees are required to keep the trust and estate
assets separate from their personal property and they must account to the beneficiaries for the
income and assets. These legal arrangements are treated as separate institutional units. This
treatment is necessary because it is neither meaningful nor feasible for the trust assets to be allocated
to the beneficiaries and then be combined with the assets of beneficiaries who are resident in another
economy. Trusts can be used for businesses, asset management, and for nonprofit institutions.

Flexible corporate structures with little or no physical presence

Multinational enterprises often diversify their investments geographically, through organizational
structures. These include certain special purpose entities (SPEs) which facilitate financing of
investments for the multinational enterprise from sources both internal and external to the enterprise
group®. Additionally, SPEs also serve other functions such as regional administration including
management of foreign exchange risks and other activities aimed at profit maximization. Special
purpose entity is a generic label applicable to these organizational structures, which are also
variously referred to as financing subsidiaries, conduits, holding companies, base companies and
regional headquarters. In some instances, multinational enterprises may use existing operational
companies to perform functions usually associated with SPEs. While there is no international
standard definition of such companies, typical features of these entities are that their owners are not
residents of the territory of incorporation, other parts of their balance sheets are also vis-a-vis
nonresidents, they have few or no employees, and little or no physical presence.

SPEs are residents of the economies in which they are incorporated or organised and, therefore, they
may be direct investors or direct investment enterprises. Even if they are shell companies or pass-
through entities without any other productive economic activity of their own, they qualify as direct
investors or as direct investment enterprises by virtue of being resident in one economy and being
owned by, or owning, an enterprise in a different economy. Thus, positions between direct investors
and direct investment enterprises that are SPEs are to be treated in the same way as those with
investors and enterprises that are not SPEs. It is important to note that most SPEs do not meet the
definition of “financial intermediary” and so the exclusion from direct investment of debt positions
between most SPEs and other financial institutions does not apply.

Identifying ultimate host and ultimate investing countries to determine geographical allocation is
helpful for direct investment positions in addressing some of the concerns raised by SPEs. However,
given the complexity of some investment structures and the practical difficulties in implementation,
only ultimate investing country is recommended as part of the “additional” elements of the CDIS.
For details on ultimate investing country, see the OECD Benchmark Definition of Foreign Direct
Investment, fourth edition, Annex 10.

% Some purposes that such structures are used for are holding and managing wealth for individuals or families, holding
assets for securitization, issuing debt securities on behalf of related companies (such a company may be called a
conduit), as holding companies that own shares in subsidiaries but without actively directing them, securitization
vehicles, ancillary companies, and to carry out other financial functions.
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Nonprofit institutions serving households

A nonprofit institution serving households (NPISH) has a center of economic interest in the
economy where the institution was legally created and is officially recognized and recorded as a
legal or social entity. If a NPISH maintains or intends to maintain a branch or unit for one year or
more in a particular economy, that branch or unit should be considered a resident entity that is
financed largely or entirely by current or capital transfers from abroad. Nonprofit institutions serving
households are not international organizations, which are defined as being created by governments.

Households

While many people are clearly strongly connected to only one economy, others have substantial
economic interests in two or more economic territories. Factors such as location of dwellings,
employment, asset holdings, citizenship, migration status, income tax status, income received,
expenditure, business interests, and location of dependent family members may point to different
economies.

A household is resident in the economic territory in which household members maintain a dwelling
or succession of dwellings treated and used by members of the household as their principal dwelling.
The principal dwelling is defined with reference to time spent there, rather than other factors such as
cost, size, or length of tenure. Being present for one year or more in a territory or intending to do so
is sufficient to qualify as having a principal dwelling there.
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ANNEX I11: FRAMEWORK OF DIRECT INVESTMENT RELATIONSHIPS (FDIR) AND THE
PARTICIPATION MULTIPLICATION METHOD (PMM)

The Framework of Direct Investment Relationships (FDIR) is a generalized methodology for
identifying and determining the extent and type of direct investment relationships. In other words,
the FDIR allows compilers to determine the population of direct investors and direct investment
enterprises to be included in FDI statistics. As noted earlier, recognising practical difficulties
compilers may encounter in fully applying the FDIR, two alternative methods may be applied: the
“Participation Multiplication Method” and the “Direct Influence / Indirect Control” method. A
discussion of the Direct Influence / Indirect Control Method appears in Chapter 2, and this annex
discusses the Participation Multiplication Method.

Should compilers choose to apply either of these alternate methods due to practical difficulties, they
should include this information in their metadata. Countries should endeavor to apply the FDIR over
time.

Framework of Direct Investment Relationship?

The FDIR identifies all enterprises affiliated with a direct investor. For example, within a group,
it is possible that a direct investment enterprise itself owns 10% or more of the voting power of
another enterprise, in which case the direct investment enterprise is itself a direct investor in a
further direct investment enterprise. The question is — is there a direct investment relationship
between the further enterprise and the original enterprise?

In Figure A3.1, enterprises A, B and C are in different economies. Enterprise A owns 80% of
the voting power in enterprise B and is a direct investor in B. Enterprise B, in turn, owns 80% of
the voting power in enterprise C and is a direct investor in C. A has control over B, and through
its control over B, has control over C. As a result, financial transactions between A and C cannot
be considered to be disinterested, even though A directly holds no equity in C. It is reasonable to
consider A and C to be in a direct investment relationship in which A indirectly is a direct
investor in C. Financial transactions and positions between A and C should be included in direct
investment.

" A more comprehensive description of the FDIR is available on the CDIS website, which can be found at
http://www.imf.org/external/np/sta/cdis/index.htm
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Figure A3.1 Continuation of Control

Economy 1 A
80%

Economy 2 B
80%

Economy 3 C

In relatively simple cases such as that in Figure A3.1, where each link in the ownership chain is a
single equity holding and there is majority ownership (control) at each stage, it is clear that the
direct investment relationship continues down the chain of ownership. However, when some
links are non-controlling links and voting power of an enterprise is held by more than one
member of a direct investment relationship, the extent of the relationship may be less obvious.

It is not uncommon for an entity to be a direct investor in more than one direct investment
enterprise. More complex cases are provided on the IMF CDIS website (see
http://www.imf.org/cdis).

Participation Multiplication Method

The Participation Multiplication Method (PMM) includes in direct investment all enterprises in
which an investor has voting equity participation of at least 10 per cent. The calculation of
participation percentage is based on a straight multiplication and summation of direct and
indirect participation percentages.

More specifically, an indirect participation in a given enterprise at the bottom of a chain of
ownership is calculated by taking the investor’s participation in the first enterprise, multiplied by
the first enterprise’s participation in the next enterprise, multiplied by the corresponding
percentages for all other intervening enterprises in the chain, multiplied by the last intervening
enterprise’s participation in the given enterprise. In Figure A3.2 according to this method, A has
a 16 per cent participation in C (20 per cent of 80 per cent). Because this participation is at least
10 per cent, A and C are regarded as being in a direct investment relationship.
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Figure A3.2. Participation Multiplication Method

Economy 1 A
80%

Economy 2 B
20%

Economy 3 C

If the investor’s interest is held through more than one participation chain, then the percentages
of direct and indirect participation in all chains are summed to determine the investor’s total
participation percentage. If the combined direct and indirect participation percentage is less than
10 per cent in an enterprise in another economy, then that enterprise is not considered to be in a
direct investment relationship with the investor. In Figure A3.3, A holds 3 per cent of D
indirectly through B and 9 per cent of D indirectly through C, so A holds a total of 12 per cent of
D from its combined holdings through B and C.

Figure A3.3. Participation Multiplication Method
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ANNEX 1V: ADDITIONAL ITEMS

In addition to respondent identification information and data on direct investment positions that are
needed for participating in the IMF’s CDIS, compilers may wish to collect additional data items on
their direct investment surveys for their own purposes. It is more efficient to collect several items on
the same survey than to conduct numerous separate surveys pertaining to the same respondents.

Industry classification
General principles to identify industry allocation

There is significant interest in the industry classification of both direct investment enterprises
and their direct investors. However, direct investment enterprises and direct investors engage in
a variety of economic activities. For a comprehensive economic analysis, enterprises should be
grouped by type of activity. Under ideal circumstances, data should be available to compilers to
classify each direct investor and each direct investment enterprise to the industry of the direct
investment enterprise and the industry of its direct investor. For both inward and outward direct
investment statistics, where feasible, data pertaining to the direct investment enterprise should be
compiled based on both of these bases — that is, based on its own industrial activity in the host
country, and based on the industrial activity of its direct investor.

If data for both inward and outward direct investment cannot be compiled on both of these bases,
it is suggested that data be compiled at least on the activity of the direct investment enterprise,
for both inward and outward direct investment. In other words, inward direct investment should
reflect the industry of the resident direct investment enterprise and outward investment should
reflect the industry of the non-resident direct investment enterprise (i.e. of the foreign affiliate).

Each direct investor and each direct investment enterprise must be classified to a single industry,
even though many direct investors and direct investment enterprises are involved in a wide range
of activities. The industry classification of the enterprise should be based on its principal activity.
Ideally, the principal product or service will be determined with regard to the value added of the

enterprise. In some cases, it is recognised that data on value added may not be available and that
data on sales, revenues, or payroll or other basis may need to serve as a proxy.

It is recommended for FDI statistics that when the enterprise (direct investor or direct investment
enterprise) is part of a local enterprise group, the industry classification be that of the local
enterprise group’s primary activity. This is determined by the local group’s principal product or
group of products produced or distributed, or services rendered. Again value added weight is
ideal for this determination.

A direct investor involved in a wide range of activities may make its overseas investment in each
activity through numerous separate domestic subsidiaries specialising in a given activity, or it
may make all of its overseas investment through a single domestic subsidiary established to
handle overseas investments or a mixture of these approaches. For data that are presented based
on the industry of the direct investor, the industry corresponds to the main activity of the direct
investor, including all of its activities in its own country of residence. This approach avoids
distortions due to different organisational arrangements.
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Data that are presented based on the industry of the direct investment enterprise should be based
on the reporting enterprise. (If the reporting unit is both a direct investment enterprise and a
direct investor, its industry classification should be based on the activities that it conducts and
should exclude those conducted by its own foreign affiliates.) In general, direct investment
enterprises will reflect their operations in a given economy and in this circumstance it is
recommended that the industry of the enterprise represent the primary activity of that the
enterprise, including all of its subsidiaries, associates and branches in its country of residence.

International Standard Industry Classification (ISIC)

Countries should compile data by industries that correspond to the major tabulation categories in
the United Nations’ ISIC. The major categories in ISIC Revision 4 are:

A — Agriculture, forestry and fishing
B — Mining and quarrying
C — Manufacturing
D — Electricity, gas, steam and air-conditioning supply
E — Water supply, sewerage, waste management and remediation activities
F — Construction
G — Wholesale and retail trade
H — Transportation and storage
| — Accommodation and food service activities
J — Information and communication
K — Financial and insurance activities

K1% — Financial intermediary

K2? — Finance and insurance, except financial intermediary
L — Real estate activities
M — Professional, scientific and technical
N — Administrative and support services
O — Public administration
P — Education
Q — Human health and social work
R — Arts, entertainment and recreation

% K1 comprises the following financial corporations: Central bank; deposit-taking corporations except the central bank;
money market funds (MMFs); non-MMF investment funds; and other financial intermediaries, except insurance
corporations and pension funds. K2 comprises financial auxiliaries; other financial corporations; insurance corporations;
and pension funds.
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S — Other services activities

T — Activities of households as employers of domestic personnel,;
undifferentiated goods- and services-producing activities of private households for
own use

U — Activities of extraterritorial organizations and bodies
Direct investment income

For details on the concepts of direct investment income, see BPM6, Chapter 11. BPM6 can be
found on the IMF website at http://www.imf.org/external/pubs/ft/bop/2007/bopman6.htm.

Direct investment financial transactions

For details on the concepts of direct investment financial transactions, see BPM6, Chapter 8.
BPM6 can be found on the IMF website at
http://lwww.imf.org/external/pubs/ft/bop/2007/bopman6.htm.

Market valuation of equity

For details on other market valuation principles, see the OECD Benchmark Definition of Foreign
Direct Investment, fourth edition, Annex 5.

Ultimate investing country
For details on ultimate investing country, see the OECD Benchmark Definition of Foreign Direct

Investment, fourth edition, Annex 10. See
http://www.oecd.org/document/33/0,3343,en 2649 33763 33742497 1 1 1 1,00.html.

Round tripping

Round tripping involves funds from an entity in one economy, i.e. host economy, being invested in
an entity resident in a second economy, i.e. routing economy, then having them reinvested in an
entity in the first economy. The entity in the routing economy often has limited operations of its
own.

From the perspective of the host economy, the simplest example of round tripping occurs when a
domestic investment is disguised as FDI through a non-resident subsidiary or associate in the routing
economy. In Figure A4.1, a company A in the host economy provides FDI funds to a non-resident
related company B in the routing economy for investing back in another company C in the host
economy. On the other hand, round tripping can also be viewed from the perspective of the routing
economy, i.e. company B in the routing economy receives FDI funds from company A in the host
economy, and reinvests these funds in company C in the host economy.
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Figure A4.1

Routing economy

Host economy

Round tripping of funds within a direct investment network should be recorded as FDI
transactions/positions. In the example shown in Figure A4.1, round tripping funds appear as
outward direct investment of the host economy for the funds channeled to the routing economy, and
as inward direct investment for the subsequent return of the funds to the host economy. For the
routing economy, they appear as inward direct investment for the funds received from the host
economy, and as outward direct investment for the return of these funds to the host economy.

Round tripping activities may be significant in some economies but not so in other economies.
While round tripping gives rise to international direct investment positions, economies with
significant round tripping activities are encouraged to publish additional information on the extent of
round tripping.
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ANNEX V: PARTICIPANTS ON THE TASK FORCE ON THE COORDINATED DIRECT INVESTMENT

SURVEY: MEMBERS AND TERMS OF REFERENCE

Members

Chair

Brazil

China PR

Hong Kong, SAR

France

Japan

Mexico

The Netherlands

Oman

South Africa

United Kingdom

United States

Eurostat

European Central

Ms. Lucie Laliberté
International Monetary Fund

Mr. Fernando Alberto G. Sampaio C. Rocha

Banco Central do Brasil

Mr. Zou Lin
Mr. Guo Song

State Administration for Foreign Exchange

Ms. Lily Ou-Yang Fong

Census and Statistics Department

Mr. Bruno Terrien
Banque de France

Ms. Maiko Wada
Bank of Japan

Mr. Luis Ortega Segura
Banco de Mexico

Mr. Gerrit van den Dool
De Netherlandsche Bank

Mr. Khalid Said Al-Mudhafar
Ministry of National Economy

Mr. Pieter Swart
South African Reserve Bank

Mr. Stuart Brown
Office for National Statistics

Mr. Obie Whichard
Bureau of Economic Analysis

Ms. Merja Hult
Mr. Rostislav Rozsypal

Mr. Pierre Sola
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Bank

Organization for
Economic Cooperation
and Development

United Nations
Conference on Trade
and Development

International
Monetary Fund

Ms. Ayse Bertrand

Mr. Masataka Fujita

Mr. Ralph Kozlow

Mr. John Joisce

Mr. John Motala
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Terms of Reference for end-2009 Coordinated Direct Investment Survey

The objectives of the Coordinated Direct Investment Survey (CDIS) are:

Collect comprehensive and harmonized information, with geographic detail, on the stock of
inward foreign direct investment (FDI) as at end 2009;

For the major investing countries, also collect comprehensive and harmonized information, with
geographic detail, on the stock of outward FDI; and

Exchange bilateral data among the participating countries. The data will also be disseminated on
the IMF’s public website.

By exchanging comparable or harmonized data (subject to confidentiality constraints),
participating countries should be able to improve and/or validate their international investment
position statistics on the stock of FDI as well as associated financial flows and investment
income.

The reporting requirements for participation in the CDIS are:

Gather and compile comprehensive data on inward FDI positions as at end 2009, employing
enterprise survey(s);

Collection and reporting of component detail on stocks of FDI equity (including accumulated
reinvested earnings) and other FDI finance, each broken down by counterpart country (bilateral
data);

Attribution of country of investor/investee to be based on the immediate host/immediate
investing country system;

Use, in enterprise surveys, of a common definition of book value for valuing FDI positions,
specifically “own funds at book value.””

Countries are welcome to collect additional information in national FDI surveys to meet user
requirements, including requirements of international and regional organizations. Moreover,
countries participating in the CDIS will also be invited to collect and report a number of
additional data series. These series will not be mandatory for participation in the CDIS.

% In enterprise surveys, direct investors and direct investment enterprises would both use information drawn from
accounts on the liabilities side of the direct investment enterprise’s balance sheet to value outward and inward FDI
positions, respectively.
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