SESRIC Training Course on Foreign

Investment Survey
Central Statistical Bureau, Kuwait

Third Day, 22 Novemher 2017 (Wednestay)

Department of Statistics Malaysia | 20-22 November 2017




Overview - Third Day

Collecting FDI Data through Financial Statements
Understanding Basic Accounting Cycle

Extract FDI Information through Financial Statements
Production Sharing Agreement (PSA)

Portfolio Investment

Other Investment
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Collecting FDI Data

Options to collect FDI data

ITRS Enterprise FDI Survey
(but no data on FDI Financial (could collect more
stock and statements complete data
reinvestment of (could derive the FDI including gross and

earnings) data from them) net)




Understanding Enterprise Basic Full Set Accounting Cycle

(1) Pass Journal
entry (first
entry for each

A~ transaction) \
(5)

Consolidation

Account (if (2) Posting to

applicable) - Ledger
group level
(4) Financial
Statements — (3) Trial
company Balance

level @ —



Understanding Basic Accounting Cycle : (1) Journal entry

Journal entry

- is the first entry of each enterprise transactions.

- every transactions are recorded in two sides, that is debit record (DR) in an
account and credit record (CR) in another account. This to ensure the recordings
are balance.

No. Classification of Account Increase Decrease Item in P/L or B/S
1 Assets Debit Credit B/S (brought forward item)
2 Expenditure Debit Credit P/L (non-brought forward item
3 Liability Credit Debit B/S (brought forward item)
4 Equity Credit Debit B/S (brought forward item)
5 Income Credit Debit P/L (non-brought forward item

Accounting Equation: A+ E=L+E + 1




Understanding Basic Accounting Cycle : (1) Journal entry

Example of Transactions:

Transaction 1:

Injection of share paid up capital (equity)
in Enterprise A amounted to USD10 mil.
in cash by parent company.

Journal Entry in Enterprise A book:

Debit : Cash in bank (B/S -Assets) 10 mil.

Credit: Share paid up capital (B/S -
Equity) 10 mil.

Transaction 2 :

Enterprise A made a loan drawdown

from parent company amounted to
USD25 mil.

Journal Entry in Enterprise A book:

Debit : Cash in bank (B/S -Assets) 25
mil.

Credit: Intercompany loan (B/S -
Liability) 25 mil.



Components of Financial Statements

(1)

Profit & Loss Acct (2)
J sl Balance Sheets / e @
Statement Statement of Cash Flow
HEIEIEE Gl Changes in Equit Statements
(include Financial Position & quity
Manufacturing and
Trading Acct)

Supported by more detailed information in Notes to the Financial Statements




Financial Statements: Profit and Loss Account

An income statement (US English) or profit Statements Of Comprehensive Income
and loss account (UK English) (also referred to  ~or The Francal vear Frded 30 Jure 2014
as a profit and loss statement (P&L), revenue - P
statement, statement of financial e T e
performance, earnings statement, operating " e e e R
statement, or statement of income) is one of e S o
the of a company and St ot vl o] T omeel [
shows the company’s and e " "fmﬁ'ﬁ . ﬁ
during a particular period. e PisLim) | ) | e "

= e =
It indicates how the revenues (money oo g ‘wreimg | o] | Tooeamn| | e
received from the sale of products and R o 1 B
services before expenses are taken out, also R O DN
known as the “top line”) are transformed into === wrg| | || g |
the (the result after all revenues s psymonns e e R
and expenses have been accounted for, also T EFORE AT L w T memzm T e
known as “net profit” or the “bottom line”). e e e e
Can extract Reinvestment of e - o

e

ings (flows) from P&L Acct N O A T AT I

R


http://en.wikipedia.org/wiki/Financial_statement
http://en.wikipedia.org/wiki/Revenue
http://en.wikipedia.org/wiki/Expense
http://en.wikipedia.org/wiki/Net_income

Financial Statement: Balance Sheet

a balance sheet or statement of Stalements OF Bnancial Position
financial position is a summary As 4 30 Jure 2014

1 1 s E = !E
of the financial balances of a o - - = =
corporation . i . o

DAFENT DTS

Trac sl

Assets, liabilities and ownership e
equity are listed as of a specific S
date, such as the end of its S )
financial year.

0 BB Hnig .

AET CLEFENT ASSETE

LIS NOM-CLFRENT LASLITY

e o e i} - 3080
T 3,080
AETACEETE TLISLTO e TR M 1D

HETT A TRELTARLE 70
SERE. OF THE COMPANY

A balance sheet is often -

e e Do ohEDowWm oEs
described as a "snapshot of a s D_Mmm ST e oo
company's financial condition". T new s mmm e
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TITAL LR TN Ll L MR TR o ES



http://en.wikipedia.org/wiki/Corporation
http://en.wikipedia.org/wiki/Asset
http://en.wikipedia.org/wiki/Asset
http://en.wikipedia.org/wiki/Asset
http://en.wikipedia.org/wiki/Liability_(financial_accounting)
http://en.wikipedia.org/wiki/Ownership_equity
http://en.wikipedia.org/wiki/Ownership_equity
http://en.wikipedia.org/wiki/Financial_year

Possible

Inward FDI
Reinvestment
of Earnings

ws)

Extract FDI from Financial Statements

Statements Of Comprenhensive Income

For The Fnancial Year Ended 30 Juna 2014

TOTAL COMPREHEMSNE INCOME FOR THE FINANCIAL ‘I'EARJ 21,818,238 14,520,096 24,574,281

Group Comgary
Hate: 204 2013 204 213
RN RM RM RM
REVEMLE & 180,142,785 133,843,844 157,653,248 125,417,775
OTHER DPERATING INCOME B,253 4,033 B258 9,033
160,151,018 133852877 157,861,500 125,426,808
DFERATING EXPENEES
- Depreciztion and amortization
AEPENEES 573782 [4.944,847) (3,863,245) (3,502,205
- Employee benafit costs T (88,752,880) (02,870,007 (B2 527, 0068) (B8,200,445)
- Impairment loss (a4} - 3,263 405) (2E25)
- Maintenance spensas 2111585 (1466615 (1,854,181) (1,220,861)
- Rantal exparzes g (10,188,318) (3,334,317} (T.822,387) [7/600,025)
- Talecommunication and
utiftias expersas 5,536,530 [4,292521) (5,013,587 (3.707.961)
- Traveling expenses 1,182,073 N.277.18) (776,581) (628,004)
- Markefing expensas (10,678,341) [BE.4TT) (10,6860, 506 (37,240
- [Other oparating expenses i5,754,588) (4,649,107} (7044, 038) {2,572 B3E)
(132,102, 356) (119,624 594 (133,028, DB8) (107,680,261)
PROFIT FROM OPERATIONS 2,048,582 14,728,233 635452 17,766,557
MET FINANCE INCOME T0OETS)
Firznca income 22 066 178,704 302488 176704
Finznca costs (24,7200 (03 (2,708 -
g 387,335 176,401 367,780 176704
SHARE OF [LOSS PROFIT OF
THE JOINT VENTURE ir (133,081) 247970
PROFIT BEFORE TAXATION 10 22 513 e 14,652,504 25,008 212 17,843,261
TAXATION L1l 80,248 (D6, 103} (1z8,051) (161,030
MET FROFT FOR THE FINANCIAL YEAR 22403982 14,558 491 M. 37.281 17,782,231
OTHER COMPREHENSIVE LOSS
Fems that may be subsaquently
ractzzsified to profit or ez
umancy trarskstion diferences (BB 830 (27,305 -
17,782 231
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Extract FDI from Financial Statements

Statements Of Comprenensive Income

Possible

r The FHnancial Year Ended 30 Ju

Inward FDI
Reinvestment
of Earnings

(Flows)

I NET PROFIT FOR THE FINANCIAL YEAR I
I  ATTRIBUTABLE TO:

Il - Owners of the Company
Il - Non-controlling interest
=

S . T I I I e e e e e —

TOTAL COMPREHENSIVE INCOME FOR THE
FINANCIAL YEAR ATTRIBUTABLE TO:

- Owners of the Company

- Non-controlling interest

Eamings per share:
- [Basic (sen)

12

ne 2014 ( Continued )

Group Company

2014 2013 2014 2013

RM RM RM RM

23,201,608 14,852,100 24,874,261 17,782,231

(798,444) (295,600) - )

22,403,162 14,556 491 24,874,261 17,782,231

22,621,990 14,817,624 24,874,261 17,782,231

(805,752) (288,528) - .

21,816,238 14,529,096 24,874,261 17,782,231
7.83 5.01

11



Extract FDI Data from Financial Statement

Consolidated Balance Sheets

Possible FDI o December 31, December 31,
Trade Credit f;nsr:;];r;} 013 2z
Assets (S10CK) |\, Cash and cash cauivalemts_ _ _ s s 7l
'T Accounts receivable, net ﬂ 388 384
= Tnventory, net 733 797
Other current assets 127 166
Total current assets 1.995 2,058
Property, plant and equipment. net 681 T15
. Intangible assets, net 52 64
Possible FDI Other assets, net 319 334
Trade Credit Total assets $ 3047 $ 3171
Liabilities
LIARILITIES AND SHAREHOLDERS'® DEFICIT
(Stock) Libilitiese
:: Current portion of long-term debt and capital lease obligations |l $ 93 5 6
I Accounts payable I 308 323
L Accrued liabilities and other __ _ _ _ _ _ _ ____ ) 371 243
Total current habilities 862 872
Long-term debt 6.386 6,375
Other liabilities 393 455
Possible Total liabilities 7.641 7.702
Inward FDI Shareholders’ deficit:
Equity (Stock) Preferred shares. par value $0.01 per share; 100 shares authorized. no shares issued

issued and outstanding at December 31, 2013 and 2012, respectively :: 3 2
I Additional paid-in capital I 8,326 8,217
‘Accumulated other comprehensive earnings™ 49 14

Accumulated deficit (12,972) (12,764)




Extract FDI Data from Financial Statement

Supplemental Condensed Consolidating Balance Sheet
December 31, 2013

Stock)

Possible FDI
Trade Credit (in millions)
Assets (Stock) Assets
Cash and cash cquivalents
;lF " Inter-company receivable||
L Accounts receivable, net ||
Smenmm e T
Other current assets
Possible Total current assets
Outward FDI rf;ﬂg“;glén%fa%é _equipment, net
Equity Assets | Llnwium"_t mnaftiiates |
MMl sses e — — —
(Stock) Inter-company note receivable
Other assets, net
Total Assets
Liabilities and Shareholders’
Possible FDI (Deficit) Equity
. Current portion of long-term debt
Trade Credit . _and capital lease obligations
& Loans ir “Inter-company payable |
Liability I Accounts payable I
(Stock) __ Accrued liabilities and other _ |
Total current liabilities
I~ Tongtérmidebt — — — — — =|i
I Inter-company note payable I
otal liabilities
Inward FDI

Total Liabilities and

Freescale Ltd. Guarantors Freescale Inc. Non-Guarantors Eliminations Consolidated

Shareholders’ {Deﬁciﬂ"

$ 1 5 — % 235
169 — 445

— — 91

— — 276

— — 74

170 — 1,121

— — 327
(4,721) (4,721) 1,364

— — 52

— 118 —

— — 156
5(4.551) %(4.603) 5 3020

5 — 5 — 5 93
— — 565

— — 241

— — 245

— — 1,144

— — 6,386

43 118 —

— — 211

43 118 7,741
(4,594) (4.721) (4,721)

a
[

1 54.551)  5(4.603) 53,020

$ 511 5 — 5 147
504 (1,118) —
297 — 388
457 — 733

53 — 127
1,822 (1,118) 1,995
354 — 6HE1
— 8,078 —
— — 52
161 (279) —

163 — 319

$2.500 % 6,681 5 3.047

5 — 5 — 5 03
553 (1,118) —
157 — 398
126 — a7l
836 (1,118) 862
— — 6,386
118 (279) —
182 393

1,136 (1,397) 7.641
1,364 8.078 (4,594)
$2.500 % 6,681 5 3.047
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Extract FDI from Financial Statements

Statements Of Financlal FPostition

As At 30 June 2014

MOMN-CURRENT ASSETS

Plant and aquipment
Sofftwars licencas
Invesstment in subsidiaries
i Investment in joint vantura
Possible Do Lo et
Outward FDI Tax racovarable
Intercompany
Loans Asset
(StOCk) CURRENT ASSETS
Trade recenabias

Other recenables

Cash and cash aquivakenis

LESS: CURRENT LIABILITY

Trade and other payablas
MET CURRENT ASSETS

LESS: NON-CURRENT LIABILITY

Daferred tax kabilities

MET ASSETS

14
15
16
17
23

18
18

Fa |

22

23

Group Company
2014 213 2014 2013
RM RM RM RM
1,345,417 13,705, 867 8,735,445 10,700,286
812,299 : 612,299 -
] : 9,307,693 6774534
1,697,363 1,830,444 1 1
376,744 411,252 376,744 411,252
14,524,280 16,037,563 18,052,162 17,485,073
37.120,804 38,130,536 36,688,547 1,690,055
5,338,184 6,011,475 4871008 5,415 670
. : 4 628,158 10,002 566
202,238 037,543 - A
26,765,014 15,614,835 25,358,161 14,020,355
70,426 308 61,603,330 71,523 884 &2 066,376
12,997,697 6,792 620 12,292,344 5427407
5742861 54,810,770 50,231,540 56,630,170
86,200 303,080 -
86,200 303,080 .
71,868,700 70,545,753 78,283,722 74124 252

14



Extract FDI from Financial Statements

STatements Of Hnanclal Position
As At 30 June 2014 { Continued )

Group Company
Note 2014 2013 2014 2013
RM RM RM RM
Inward FDI
Equity (Stock) | \UTY ATTRIBUTABLE TO
WNERS OF THE COMPANY
I M chare capital T: 24 20,621,130 20,621130 29,621.130 20621130
Share premium resene 25 1,982,994 1,982,994 1,982,994 1,982,994
- avency UansTation esave 25 (1,051,488) (471,872) - -
Fietained earmings T: 25 41,853,260 39,386,445 46,659,598 42 520,128
inward EDI OTAL EQUITY ATTRIBUTABLE TO
: OWNERS OF THE COMPANY 72,405,896 70,518,697 78,263,722 74,124,252
Reinvestment
of Earnings NON-CONTROLLING INTEREST (539,196) 96,556 -
(Stock) TOTAL EQUITY 71,866,700 70,545,253 78,263,722 74,124,252




Extract FDI from Financial Statements

Statements O Changes In Equity

For The Hnancia Year Ended 30 June 2014

Attributabls to owners of ths Company
Issued and fully pald ordinary
ghares of RM0.10 each
Share  Currency Non-
Numbar Nominal premiurm  transiation Retainad  controling Total
Mote  of shares vale rasarve regarve  Aamings intarast aquity
unkt RM AM RM RM RM RM
Group
Balance a5 at 1 July 2013 296211300 29621130 1,982 904 (471,872 39386445 26,556 70 5h45 253

Currency franslation differences,
representing fofal income and
expense recognised directy
in equity

Met profit for the financial year

Inward FDI
Equity
(Flows)

Tnial comprehensive income
ior the financial year

JEansaciions with OWnes o o e

fr e = ===
\ || Increase in non-controliing interest
L arising from additional shares issued

CTICETTdE ToT TriEm Gy e endet— —

1
[

- 30 June 2013 13

- 30 June 2014 13

Todal fransactions Wil owners
reco gised direcly in equity
Balance a5 at 30 June 2014

(579,616
23,201 608

(7.308)
(798.444)

(586,924)
22403162

L7616 23201 606

(806,752 2816238

240,000 240,000
- (5,924 296) - (5,924,226
- (14,810,565) - (14,810,565
- (20,734 75) 20000 (20454,.75)

296,211300 29621130 1982994 (1,051488) 41,853,260

(539196) 71,866,700

N
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Notes 1o The Fmammal kgtatememtﬂ

—or The Financial Year BEnded 30 June 2014 (Continued)
6 REVENLE
Revenue rapresants the icllowing types of sanices randered:
Group Gompany
R Y TR
RM RM R RM
Cutsourcing services 158,062,020 124 477 796 157,653,248 125 417775
Training and canauitancy 1,080,745 9,366,048 - -
160,42765 130 R4584 157,853,248 15417775




List of Affiliate
Outward FDI

Notes 1o The Hnhancial Statements

For The Financial Year Ended 30 June 2014 (Continued)

16 INVESTMENT IN SUBSIDIARIES

Unquotad shares at cost
Advancas © subsidianias

Less: Impairmant loss

Company

_aH a3

RM M
2,578,055 2 118,065
8,757,067 4 B56. 470
11,436,022 6774534
(2.128,320) -
8,307,083 6774534

On 1 October 2013, tha ssued and peid up shera capital of Seicom Internabional College Sdn. Bhd. was incraazed from RM200,000 fo
1,000,000 by veay of alltmant and izsuance of 800,000 new ordinary shares of RM1.00 aach =t par value, of which 560,000 naw ondinary

sharas ware subscribed by the Company.

Tha advances are unsecured and &re non-imerest besring with no fed ferme of repayment. Tha Compeny does not curently aniicipaa any
repaymant of tha advances. These afvances have been fresied as extensions of itz invesiments in subsidisries.

Datails of the suksidisnes ara a= follows:

Kame Groug's effective

Subsidizries of tha Company
Incorporaied in Malayveis
Scicom [Acadamy) Sdn. Bhd®

Scicom Intemationsl Caollege Sdn. Bhd. ®

-
|| ncomorssd in indis I
I [

|| Scicom Caontact Cenire Sanvices Private Limited® ||

I incornorsted in the Uited Kingdam I
I

| Scioom infemationsl (LK) Lt~ I

r============—

L
%

100 100
T 7a
100 100
100 100

Principal aciiviles

Provides customer service
training products as wal

&5 contact centne consulting
ard markedng services.

Prowidas higher aducational

CoUrees and academic
training cartification.

nvastmant holding.

18



List of Affiliate
Outward FDI

Notes To The Hnanclal Statements

[

For The Financial Year Ended 30 June 2014 (Continued)

18 INVESTMENT IN SUBSIDIARIES {CONTINUED)

Nama Group’s effective Interest Principel activitles
_a
%

*|s

|| Subsidiary of Scicom
I Intemational Lid. I

:l Scicom Inc. Il 100 100 Dermart.
I ocorporated i indonesia I

Il PT Scicom indonesia™ 100 100 Provides customer confact
I

I centre outsourcing sarvices.

|| Icorporsled in &iLarka I

I Il 70 70 Provides customer contact
"==========ﬂ centre outsourcing sarvices.

* Audited by PricewatarhousaCoopers, Malaysi.

** Kudited by a firm other than PricowaterhouseCoopers, Makaysia.
" Not raguired by ferr local lzws fo appoint statuiory audiors.
Man-comroling intarests are not matarial to the Groug.

Impairment assassment of imesiment in a subsidiary

Durineg tha financial year, the Company had undartakan the test of impairment of its investmant in a subsidiary following an impaimmant indicator
arising from accumulated losses incurred by tha subsidiary. The recoverable amount is basad on a numiber of kay assumptions as foliows:

*  Tha value inusa is cakulated using the budoeted cash fows of the subsidiary for five yaars from 2045 to 204 9; and
+  Tha discount rate used to calculate the value in use is 26.85%.

Based on tha impairment test performed, the imastment in the subsidiary has boen impaired by AMA,589,068. The impairmant charge i
inchuded = part of impairment koss in tha statemant of comprehensive income.

N
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Notes 1o The Financial Statements

T
AL

For The Financial Year Ended 30 June 2014 (Continued)

18 TRADE RECEIVABLES

Group Company
2014 2013 2014 2013
RM RM EM RM
Financial assets

Trade receivables
Third parties 26,881,253 24111,455 26,685,247 17,722,089
Unbilled receivables 9,803,871 12,031,511 9,547,379 11,971,396
Joint venture 435,921 1,996,570 435,921 1,096,570
37.121,045 38,139,036 36,668,547 31,600,055

Less: Impairment loss
- Third parties (151) - -

37,120,804 38,130,536 36,668,547 31,690,055

Credit terms of trade receivables range from 30 to 120 days (2013: 30 to 120 days).

The Group's and the Company's historical experience in collection of trade receivables falls largely within the credit period. Due to thesa factors,
the Directors believe that no additional credit risk beyond amounts provided for collection losses is inharent in the Group's and the Company's
trade receivables.

Scicom Annual Report 2014

i —



Notes 1o The Financial Statements

For The Financial Year Ended 30 Jung 2014 (Continued)
22 TRADE AND OTHER PAYABLES

Group Company
2014 2013 2014 2013
RM RM RM RM
Financial liabilities

Trade payables 332,51 352 842 208,500 352 842
Accruals 1,485,182 948,074 1,261,969 683,190
Performance-related bonus 5,362,689 1177647 5,327,585 1,086,817
Other payroll-related liabilities 612,386 230,399 550,283 227310
Other payables 3,633,448 2,518,321 3,408,986 1,519,763
11,436,226 5,227,283 10,847,333 3,860,022

Non-financial liabilities
Other payroll-related liabilities 1,397,808 1,346,861 1,358,846 1,346,861
Other payables 163,663 218,476 86,165 210414
12,997,697 6,792 620 12,202,344 5,427197

Cradit terms of trade payables range from cash basis to 90 days (2013: cash basis to 90 days).

scicom Annual Report 2014




Notes o The Financial Statements

For The FHnancial Year BEnded 30 June 2014 (Continued)

24 SHARE CAPITAL

Share capital is the amount subscribed for shares at nominal valua.

Authorised ordinary shares of RM0.10 each:
At the beginning/end of the financial year

Issued and fully paid ordinary shares of RM0.10 each:
At the beginning/end of the financial year

scicom Annual Report 2014

Group and Company
2014 2013
AM RM

100,000,000 100,000,000

29,621,130 29621130

22



Analysis of shareholdings

LIST OF 30 LARGEST REGISTERED SHAREHOLDERS AS AT 2 OCTOBER 2014
(As shown In the record of Depositors)

: . Name of Sharsholder No. of Shares Held
Inward FDI \ I CIMSEC NOMINEES (TEMPATAN) SDN BHD II

CIMB BANK FOR NETINSAT ASIA SDN BHD (PBCL-0G0024) 40,000,000 13.504
2 TIOF EARMERAR THVES TMER TOMINEES TASINGT SONBHD

PLEDGED SECURITIES ACCOUNT FOR LEO SURESH ARIYANAYAKAM (MGN-LSADOO5M) 93,000,000 7.765
3 TA NOMINEES (ASING) SDN BHD

PLEDGED SECURITIES ACCOUNT FOR LEQ SURESH ARIYANAYAKAM 22 257 500 7514
4 RHB CAPITAL NOMINEES (TEMPATAN) SDN BHD

PLEDGED SECURITIES ACCOUNT FOR JAGANATH DEREK STEVEN SABAPATHY 18,000,000 B.077
5 CIMSEC NOMINEES (TEMPATAN) SON BHD

CIMB FOR NETINSAT ASIA SDN BHD (PB) 18,200,000 5.469

ALI BIN ABDUL KADIR 11,000,000 3714

MAYBANK NOMINEES (ASING) SDN BHD

PLEDGED SECURITIES ACCOUNT FOR LEQ SURESH ARIYANAYAKAM 10,046,300 3.392

LEQ SURESH ARIYANAYAKAM 8,400,420 2.836

HSBC NOMINEES (ASING) SON BHD

EXEMPT AN FOR CREDIT SUISSE (SG BR-TST-ASING) 7:838,860 2,646
10 SIEH KOK SWEE 6,628,000 2.238
11 LALITHA D/O K KRISHNAN NAMBIAR 5,000,000 1688
12 KHOO LOON SEE 4,754,240 1.605
13 CITIGROUP NOMINEES (TEMPATAN) SDN BHD

EMPLOYEES PROVIDENT FUND BOARD (MAYBAN INV) 4,525,000 1.528
14 MALAYSIA NOMINEES (TEMPATAN) SENDIRIAN BERHAD

GREAT EASTERN LIFE ASSURANCE (MALAYSIA) BERHAD (LEEF) 4172,800 1.409

Scicom Annual Report 2014




Production Sharing Agreemen t (PSA)

.



Production Sharing Agreement (PSA)

» PSAs are a common type of contract signed between a
government and a resource extraction company (or
group of companies) concerning how much of the
resource (Oil / Gas / Natural Minerals) extracted from
the country each will receive.

» PSA and FDI:

» When a direct investment enterprise is set up for
exploration for natural resources, expenditures related to
that exploration is treated as capital expenditure.

» Inward investment flows from the nonresident DI are
recorded in the BOP statistics as FDI.




PSA Related Terms

» Cumulative Revenue of the PSA:

It contains the values of the recovered cost, profit oil, and excess oil.

» Profit oil: is the shared amount between the government and the foreign investor
by rule. It could be 80/20 & 70/30 & 60/40 ... etc.

» Recovered cost: is the amount of costs recoverable from the government to the
foreign investor. It is often limited to an amount called "cost stop".

» Excess oil: is the difference between the costs and the cost stop, when the costs
incurred are smaller than the cost stop. Usually, but not necessarily, the excess oil is
shared between the government and the foreign investor according to the same
rules of the profit oil.

» Cumulative Expenditure of the PSA:

It contains the values of the exploration cost, development cost, operation cost,
and the pre-exploration cost.

» Bonuses or Royalty: An additional compensation given to the company above. It’s a
term in the Oil industry, and |t can take many shapes, Such as: (Signature

B>
~
>



PSA Diagram

S Find Ol & Gas | OR Writeoffs |
LS . Joints Venture with the Government

Production Cost

Foreign Direct
Investor

Negative

o FDI in&me =

ORCS
“Saturated
Contract”

Foreign Direct Investor income =
Government income = o +




The Characteristics of the Upstream Compilation

» The upstream exploration is considered one of the major sectors in
many of the Oil & Gas production countries as it contributes a big
portion of the FDI stock. and it is better to be treated separately
because of its different nature of the down stream QOil & Gas.

» In normal cases, in many countries, the data of the ongoing PSAs are
available only through the ministry of Petroleum (representing the
Government). So the compilers don’t need to survey the companies
about anything.

» No Sampling in Oil and gas Compilation. So it is better to tackle all the
Population units. The number of the PSA concessions is limited and
well known in most of the countries.

» A should be sent every quarter to the Ministry of
Petroleum, and its related entities.


Attached files/PSA Input Form - English.xlsx
Attached files/PSA Input Form - English.xlsx
Attached files/PSA Input Form - English.xlsx

FDI Formulas

v

FDI Stock = Cumulative expenditures of Oil & Gas production
+ Net Bonuses
+ Debt Obligations by the government to the foreign direct investors
+ Deposits in Banks for the foreign direct investors
- Loans from Banks for the foreign direct investors
- Value of Recovered cost for the foreign direct investors

~ If the “Net Bonuses” is not refundable to the foreign investor, it should be
neglected in the previous equation. Ex: The case of Egypt.

» Income of Foreign Company = Value of Recovered Cost
+ Foreign company’s share of Profit Oil & Gas
+ Foreign company’s share of Excess Oil & Gas

» Revenue of Foreign Company = Foreign company’s share of Profit Oil & Gas
+ Foreign company’s share of Excess Oil & Gas




Valuation of 0il & Gas Reserves

» Only few of the oil and gas Production countries estimate the reserves
of natural resources under their ground and territorial water.

» Estimating the reserves require using some technical and financial
tools based on the expected international prices of the crude, taking
into consideration all the variable aspects of the world conflicts, and
the policies of OPEC, and big crude exporters in the world.

» Net present value should be used as a financial tool to estimate the
expected value of the crude during the lifetime of the well.

» Finally, due to the overestimation of the FDI stock as a result of
reserve compilation in some countries, these countries should
mention in the submitted methodology all the tools and technical
issue behind all figures.







Stock Market Established

. Bursa Malaysia
Malaysia (fka Kuala Lumpur Stock Exchange) 1976
Kuwait Boursa Kuwait (fka Kuwait Stock Exchange) 1977

5 I . N e
BOURSA KUWAIT

7R %M@t

AUl aflcug,

KUWAIT STOCK EXCHANC..
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» In any country, Real-Estate which owned by foreigners must be included in
the FDI compilation process.

» The Central banks could monitor the transactions from non-residents for the
purposes of building or buying a real-estate in the corresponding economy.

» ITRS is one of the important tools to capture these transaction from abroad,
but in most cases the ITRS cannot do this task in a perfect way, because:

1- Determining the principle economy of the transaction: In some cases the
transfer goes and comes in circles around the world through two or three
commercial banks to get their final destination, and that may mislead to
determine the source economy.

2- The purposes of the transfer: In most of the cases, the purpose of the
transfer is not written and satisfied from the source bank, and that may lead
to underestimate the value of the real estate investment.

» Many approaches could be done to raise the accuracy of real estate

compilation. One of these methods is by modeling. But FDI compilers
not make the modeI assumptlon anne and they need the heIp of the
Ay .




» Portfolio investment is defined as
cross-border transactions and
positions involving debt or equity
securities, other than those
included in direct investment or
reserve assets (BPM6, para 6.54).

» Securities are debt and equity
instruments that have
characteristic of negotiability.

° that is, their legal ownership is
readily transferable from one
unit to another unit by delivery
or endorsement.

» Negotiable instruments are
de5|gned to be traded on
i arkets (BPM6, para

» Can be bought and sold

> Often many holders/owners

over their life (para 6.54).

» Which makes it a efficient,
flexible way of raising and
investing money

> Money not tied/locked up

° Investor doesn’t need to get

involved in management.
o Often very liquid
» Offer a range of risks and
return trade-offs
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FDI

equity ownership > 10%
involve transactions between
enterprises within FDIR

usually undertaken by
multinational companies
involve establishing more of a
substantial, long-term interest
in the economy

the nature of FDI, such as
creating or acquiring a
manufacturing facility, makes it
much more difficult to liquidate
or pull out of the investment

FDI vs Portiolio Investment (PFI)

v equity ownership < 10%
v no direct relationship among

enterprises involve in this
transactions

v doesn't offer control over

the business entity in which
the investment is made

v typically has a shorter time

frame for investment return
than FDI

v because securities are easily

traded (buy and sell), PFl are
more liquid
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Met acquisiion of  Met incurrence
Balance of payments finandal assats of liabilities

1.2 Pertholio investmant (FP)
3.1 Equity and irvestment fund shares (F5P)

A.L1.1 Central bank n.a.
3.11.1.%9 Monetary authorities (where relevant) AL
1.2.1.2 Deposit-taking corporations, except the central bank

3.2.1.3 General government n.a.

3.2.1.4 Other sectars
111 4.1 Other finandal corporations
111 4.2 Menfinancial corporations, households, and MPISHs
3.2.1.0.1 Equity securities other than investment fund shares (F51P)
3200010 Listed (FSIIF)
3.2.1.0.1.2 Unksted {F512F)
3.2.1.0.2 Investment find shares/units {F52F)
Of which: 3.2.1.0.2.1 Reinvestment of eamings
Of which: 3.2.1.0.2.0.1 Maney market fund shares/units (F521P)
322 Debt securities (F3P)
3211 Central bank
3.2.11.1 Short-term
3.2.1.1.2 Long-term
31.2.21.% Monetary autharities (where relevant)
3.2.1.1.9.1 Shori-term
32.1.1.9.2 Long-term
3212 Deposit-taking corporations, except the central bank
3.2.22.] Short-term
312122 Long-term
1213 General government
3.2.23.] Short-term
3121.13.2 Long-term
3.2.14 Other sectors
3.2.24.0.1 Short-term
122402 Long-term
31.224.1 Orther financial corporations
3.224.1.1 Short-tarm
3.124.1.1 Long-term
3.2.24.2 Meonfinancial corparations, househalds, and NPISHz
31.224.2.| Short-tarm
3.2.24.2.2 Long-term

N




Portfolio Investment : Equity Securities

> Equity consists of ordinary » Investment funds are
shares/stocks, participating collective investment
preference shares. undertakings through which
investors pool funds for
> Equity securities covers investment in financial or

listed/quoted and unlisted shares nonfinancial assets or both.

(BPMS6, para 5.24). » These funds issue shares (if a
corporate structure is used) or
units (if a trust structure is
used).

» Investment fund shares/units
that are evidenced by
securities and that are not
reserve assets or direct
investment are included in
portfolio investment.
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» Debt securities are negotiable
instruments serving as evidence
of a debt (BPM6, para 5.44).

» Debt instruments are those
instruments that require the
payment of principal and/or
interest at some point(s) in the
future (BPM6, para 5.31).

° Payments are independent of

the earnings (profit/losses) of
the issuer.

» Long—term debt securities include:

(¢]

(¢]

o

(¢]

(e]

(¢]

Convertible bonds into equity
Nonparticipating preferred stocks

Bonds with optional maturity
dates of over one year.

Zero-coupon and other deep-
discounted bonds

Indexed bonds
Asset-backed securities
Perpetual bonds

» Short-term debt securities include:

(¢]

(e]

(¢]

O

Treasury bills
Bankers’ acceptances
Certificates of deposit
Commercial paper
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» Long—term debt securities include:
> Convertible bonds into equity (BPM6, para 5.46).
> Nonparticipating preferred stocks (BPM®6, para 5.46).
° Bonds with optional maturity dates of over one year.
o Zero-coupon and other deep-discounted bonds (BPM®6, para 7.31)
> Indexed bonds (BPM®6, para 5.49)
o Asset-backed securities (BPM6, para 5.47)
> Perpetual bonds

» Short-term debt securities include:
° Treasury bills (BPM6, para 5.44)
> Bankers’ acceptances (BPM®6, para 5.48)

o Certificates of deposit (BPM6, para 5.44)
o Commercial paper (BPM6, para 5.44)
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Securities Issued by Residents
(Liabilities)

------------------------------------------------------------------------------

v In Domestics Capital Market
o Primary and Secondary register of
securities (eg. Central Securities
Depository) or Custodians, security
brokers, domestics stock exchange.

V" In Foreign Capital Market
o Through Nonresident
intermediaries :

- Residents enterprise issuing
securities, official bodies informed
about new issue.

o Through Residents
Intermediaries:
sagident issuer, residents

Securities Issued by Non
Residents (Assets)

---------------------------------------------------------------------------

v In Domestics Capital Market
o Primary and Secondary register of
securities (eg. Central Securities
Depository) or Custodians, security
brokers, domestics stock exchange.

v In Foreign Capital Market Owned by
Residents)
o Through Nonresident intermediaries :
- Resident owners of securities or
resident nominees.
o Through Residents Intermediaries:
- resident owners of securities,
residents investment managers/
custodians/nominees
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Other Investment

.



» Other investment is a residual category, comprising all
transactions not included under direct investment, portfolio
investment, financial derivatives, and reserve assets.

»  Assets and liabilities are classified:
o by instrument categories,
> by resident institutional sectors, and
° by maturity.
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Net

s . Net
acquisition .

Balance of payments incurrence

of financial 4 .- bilities

assets

3.4 Other investment

3.4.1 Other equity
3.4.2 Currency and deposits

3.4.3 Loans

3.4.4 Insurance, pension, and standardized
guarantee schemes

3.4.5 Trade credit and advances

3.4.6 Other accounts receivable/payable-
other
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Other Investment : Data collection through Survey

Name of Company:

Company Reqgistration Numbe
Reporting Year :

Reporting Quarter :

Form 2A: Ezposure of Reporting Entity with Non-Residents - Financial Assets

Type of Data ltem |

1. Equity Capital 1. Loans

2. Equity Securities &_ Trade Credit

3. Retained Earnings 3. Financial Derivatives
4. Bonds and Notes 10. Currency and Deposits
5. Money Market Instruments 11. Real Estate

6. Non-participating RPS 12. Others

1

Profile and Position of Assets

Mo, Type of Purpose 151N ProFiIﬂﬁr‘ iculars of securities subscribed) " Mon-Resident (MA] Counter Party Ref. | Currency In Reparting Currenc: Discrepancy™
Dataltem Code Indic:atar 151 Code f Mame of lzsuer Mame * [Cauntry qlnstitutio;a'l Buszinezs [Felationship ok Mo. | Code™ | Opening| _Transaction]s) Adjustment Clazing | Income Received
1510 - Security =508 Mame Countrg’1|nstitutiona Sector™ | Sector af MR | Sharsholding Pazition| Debit | Credit | Price | Other | Position]| (Profit! Cividend !
ec.Fef. ho. M| Fef. o’ Sector ! inhiR jQutflow]] [Inflow] | Changes| Changes Interest Accrued)
I H ] 4 i 1 i [ g 0 1l 12 13 14 15 16 7 18 19 20 il 22 23 24 26

hate:

1t Applicable to Equity Securities, Eondz and Mates, Maoney Mark et Instruments and Man-participating Redeemable Preference Shares [RPS).

2 Fiekers to a code that uniquely identifies a specific security issued in a particular country for the purpose of trading under the international securities transactions. For securities which are izsued withaut the 151N code, please provide the zecurity reference number,
3 Fiefers to country of residentinon-rezident iszuer, o be reported in 2-digit 150 codes. Applicable to all data iems. [Fefers to reparting quideline s for 4 list of country codes).

4 To denote issuer's sector, whether General Government (&), Manetary Authority (MA], Public Sectar Corporation [PC), Banking Institution [BI), Man-Bank Private Sector (M or International Crganis-ationt Agency (10,

5 Fiefers to the name of related non-resident counter-party anly.

61 Fiefers to country of non-resident counterparty, to be reparked in 2-digit 150 codes. Applicable to all data items.

7 Tadenate whether General Government [GY), Manetany &utharity [MA), Public Sector Corparation [PC), Banking Institation [(BI), Man-Bank Private Sectar [ME) or International Organiz ationd&gency [10). Applicable to ll data items except Cthers

81 Fiefers to principal econamic activity of related hon-Fesidents [MR] counter-party.

3 Riefers to the non-resident counterparty's relationzhip with the resident reparting entities .2, whether Aszociate (85), Subsidiany (SB), Eranch (B, Sister [31), Parent [PR), Head Office [HO) or Direct Investar (O, Applicable to all data tems except Others.
10¢ Refers to currency of denomination, to be reported in 3-digit 150 codes. Applicable to all data items. [Fefer to reporting quidelines for & list of currency codes).

1 Discrepancy = Cloging Position - Dpemng Pasition - [Deb|t Credit + Prlce Changes + Other Changes).
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