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METHODOLOGY FOR DETERMINING THE RESIDENCY

1. The principle of residency shall be based on two main concepts- economic territory and center of economic interests. Economic territory shall be considered the geographical territory administered by the government within which individuals can move freely and goods and capital can circulate freely. It should be noted that the economic territory may differ from the political and administrative area of ​​the country. Therefore, economic units shall be considered residents for the given economy in case the main center of their economic interests is located in the economic territory of the country. At that, having economic interests in the given country shall mean that there is a residence in the economic territory of the given country- a house or an apartment, a building, construction or other premise for organizing production where or from which the economic unit carries out and subsequently intends to carry out a certain amount of economic activity and operations with other units for an indefinite period or for a certain long period of time (usually 1 year or more). Thus, statistical residency is not based on nationality, citizenship or other legal criteria; rather it is defined based on pure economic approaches and definitions.  The determination of residency, however, is not always clear and to a certain extent is related to the type and nature of the given unit. Often, the conditions for determining the residency of the unit are not clear which complicates the classification. 
2. Several principles for determining residency are presented below:
1) Residency of natural persons and households. A household shall be considered a resident of the given country where it maintains a dwelling (a house or an apartment) which is the principal residence for living for the members of the household. At that, all individuals who belong to the same household shall be considered residents of the same economy.
In case natural persons are absent from the economic territory of the given country for a short period of time (up to 1 year) they still continue to be considered as residents of the given economy. The following groups of individuals who are absent from the economic territory shall be considered residents of the given country:
a) Tourists and travelers, that is, individuals who temporarily (up to 1 year) leave the economic territory of the country for business, educational, medical or other purposes. 
b) Following categories of individuals who temporarily or permanently work outside of the economic territory of the given country:
b1. Seasonal workers, who work in another country for the part of the year and then return to their households,
b2. Border workers who cross the border of the country each day or each week  and work in another country and return,
b3. Employees of international organizations operating within the territory of the given country, 
b4. Locally recruited individuals for embassies, military establishments and other similar representations of other countries located within the territory of the given country,
b5. Members of crew of ships, aircrafts and other similar mobile equipments who are almost permanently operating outside of the territory of the country,
b6. Students who study in other countries, even in cases when the duration of the study is more than 1 year. 
2) Residency of enterprises or corporations. An enterprise shall be considered the resident of the country where it has its center of economic interests and carries out a certain amount of economic activity in the economic territory of the country –production of goods and provision of services and/or owns land, buildings, and constructions. A foreign enterprise shall be considered a resident in case it carries out or intends to carry out an economic activity for a period of more than one year in the given economy. Except for the abovementioned, in some marginal cases (when the enterprise or its branch operates in another country) the following conditions, such as the registration place of the unit, place of tax payments, ability to independently attract funds and to maintain separate set of accounts (balance sheet, income statement and others) shall also be taken into consideration. 
3) Residency of nonprofit organizations. A nonprofit organization shall be considered a resident of the country or economic territory under the acting legislation or defined rules of which the given organization was created where its existence as a legal or social unit is officially recognized and registered. In case of a branch of a nonprofit organization the time period of operations in the given country shall be taken into consideration. In case a foreign organization carries out its operations through a branch in the given country for a period of more than one year, the branch shall be considered a resident of the given country and the funding obtained from the headquarters shall be considered a remittance from abroad.
4) Residency of governmental bodies: All governmental bodies shall be considered residents of the given country even in cases when they are located in the territories of other countries. Thus, residents shall be considered:
a. All departments of central, local governmental bodies located in the territory of the given country, 
b. Embassies, consulates, representations, military establishments of the given country located in other countries.
Embassies, consulates, representations, military establishments of other countries which are located in the  territory of the given country shall be considered nonresidents.
5) Residency of international organizations. International organizations shall not be considered residents of any country even of countries in which they operate. Employees of international organizations, however, as already noted, shall be considered residents of the country in the territory of which the international organization is located.
3. Thus, all economic units whose economic interests are outside of the economic territory of the given country shall be considered nonresidents and all transactions concluded with them shall be considered as transactions concluded with nonresidents. From the perspective of the given economy the relations with nonresidents shall be viewed as relations with the rest of the world.
