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GAO United States 
General Accounting Office 
Washington, D.C. 20548 

Comptroller General 
of the United States 

August 3 1, 198T 

To the President of the Senate and the 
Speaker of the House of Representatives 

This report presents our adverse opinion on the financial statements of 
the Export-Import Bank of the Llnited States for the years ended 
September 30, 1986 and 1985, and our reports on the bank’s system of 
internal accounting controls and on its compliance with applicable laws 
and regulations. 

We believe that the bank’s financial statements continue to be mislead- 
ing because they do not reflect the material losses that have been 
incurred or are likely to result from the uncollectibility of a portion of 
its foreign loans and its estimated recoveries on claims it paid because of 
defaults under it,s insurance and guarantee programs. We believe the 
bank should have established an allowance for losses as of 
September 30. 1986, of between $2.7 and $3.8 billion. Had the bank 
established such an allowance. it would have reported a deficit ranging 
from $1.9 to $3.0 billion, instead of a reserve of $7’73 million. 

Our report on internal accounting cont,rols discloses that significant 
internal accounting control weaknesses that could affect the bank’s 
financial statements existed at the bank’s insurance agent. the Foreign 
Credit Insurance Association (KM). Because FCIX semices insurance pol- 
icies for and cedes its net income to the bank, the effectiveness of FCIX’S 

internal accounting control system is important to the bank. 

Our report. on compliance with laws and regulations discloses that had 
the bank recorded a loss allowance for its loans and estimated recov- 
eries as required by generally accepted accounting principles, it would 
have had to notify the Congress of its diminished equity position as 
early as fiscal year 1983, in accordance with section 13 of the Export- 

1 Import Bank Act, as amended. 

The bank is a wholly owned government corporation whose purpose is 
to aid the I:.S. export community in financing and facilitating the export 
of goods and semices. \Ve conducted our esaminations pursuant to 
31 I:.S.C. 9105 and in accordance with generally accepted government 
auditing standards. 
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We are sending copies of this report to the Director of the Office of Man- 
agement and Budget, the Secretary of the Treasury, and the Board of 
Directors of the Export-Import Bank of the United Stat.es. 

Charles -4. Bowsher 
Comptroller General 
of the United States 
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GAO United States 
General Accounting Office 
Washington, DC 20548 

Comptroller General 
of the United States 

B-197710 

To the Board of Directors 
Export-Import Bank of the L!nited States 

\Ve have examined the statements of financial condition of the Esport- 
Import Bank of the United States as of September 30, 1986 and 1985. 

’ t.he related statements of income (loss) and reserve for contingencies 
and defaults, and the statements of changes in financial position for the 
years then ended. Our examinations were made in accordance with gen- 
erally accepted government audit.ing standards and, accordingly. 
included such tests of t,he accounting records and such other auditing 
procedures as we considered necessary in the circumstances. In addition 
to this report on our examination of the bank’s 1986 and 1985 financial 
statements, we are also reporting on our study and evaluat.ion of inter- 
nal accounting controls and compliance with laws and regulations. 

The bank’s assets include a significant number of loans to foreign coun- 
tries for which payments are delmquent or for which payment t.erms 
have been rescheduled. They also include estimated recoveries on claims 
the bank paid because of defaults under its insurance and guarantee 
programs. For the most part. the bank considers the claims to be fully 
recoverable. The bank’s financial statements do not reflect a provision 
for estimated losses that. are likely to be sustained due to the uncollecti- 
bility of a portion of the $15.5 billion in outstanding loans and estimated 
recoveries on claims, as required by generally accepted accounting prin- 
ciples. If such an allowance had been established, we estimate that the 
bank’s total assets and reselT!e for contingencies and defaults would 
have been decreased by amJllrltS ranging from $2.7 to $3.8 billion as of 
September 30, 1986, and by $1.1 t,o $1.9 billion as of September 30, 
1985. Establishing such an allowance wc~~11cl result in a cumulative defi- 
cit of between $1.9 and $3.0 billion as of September 30, 1986 and 
between zero and $800 million as of September 30, 1985. Instead, 
because the bank did not establish an allowance for losses. its reserves 
are stated as $73 million and $1.1 billion for 1986 and 1985, respec- 
tively, as shown in the accompanying financial statements. 

Our estimates were developed using different assumptions. The lowet 
boundary of our est.imate represents alknvance amounts adequate to 
cover those countries whose entire credit balance is delinquent ol 
rescheduled and Ivhere the status of that debt has not improved since 
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the analysis we did for our 1985 report. The upper boundary of the esti- 
mate includes additional allowances for loans to and estimated recov- 
eries from other countries that are experiencing severe debt repayment 
difficulties. Our estimates are based on several factors, including wideIS 
used international debt and country risk assessments. Our loss allow- 
ance est,imate for 1986 was also based on information about the resale 
value of less developed countries’ loans in the emerging secondary mar- 
ket for such loans, as well as an assessment of t,he bank’s foreign loan 
portfolio activity and actual and estimated recoveries from claim pay- 
ments for the year. 

As discussed in notes 1 and 5 to the financial statements, the bank 
changed from a cash to an accrual basis of accounting for its insurance 
and guarantee programs effecti\?e October 1. 1985. We concur with this 
change which we previously recommended in a lett.er to the Chairman of 
the Board of Direct.ors of the bank. Because it was not practicable to 
restate prior years’ financial statements. the bank’s fiscal year 1985 
financial statements include a $33.4 million cumulative adjustment to 
income for conversion to an accrual basis for claim losses. 

II I/ The Omnibus Budget Reconciliation Act of 1986 established a loan sale 
program to improve federal credit management and to generate budget- 
ary receipts. Under the program, the bank shall take actions to ensure 
that sufficient loans are sold to generate no less than $1.5 billion by the 
end of fiscal year 198’i. Additional loan sales are planned that would 
generate an additional $5.2 billion through fiscal year 1992. -4s of 
June 30, 1987, the bank had received about $848 million of its $1.5 bil- 
lion goal. IVe believe that, under this program, the bank ivill collect on 
the higher quality loa,ns first, leaving it with a higher percentage of 
problem loans and reducing its future income. This reduction, in turn, 
will exacerbate the financial difficulties the bank has faced in recent 
yea.rs. 

In our opinion, because of the material effect of not establishing an 
allowance to reflect the amount of estimated losses on its direct loan and 
insurance and guarantee programs. the financial statements referred to 
above do not present fairl).. in conformit), tvith generally accepted 
accounting principles, t.he financial position of the bank as of 
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September 30, 1986 and 1985, or the results of its operations and 
changes in its financial position for the years then ended. 

Charles A. Bowsher 
Comptroller General 
of the United States 

June 30.1987 

Page 8 CA0 AFMIMi-61 Export-Import Bank Fhanchl Statements 



Page 9 GAO~AFMD-97431 Export-Import Bank Financial Statements 



Report on Internal Accounting Controls 

We have examined the financial st.atements of the Export-Import Bank 
of the United States for t.he years ended September 30Y 1986 and 1985, 
and have issued our opinion thereon. As part of our examinations, we 
made a study and evaluation of the system of internal accounting con- 
trols to the extent we considered necessary to evaluate the system as 
required by generally accepted government auditing standards. This 
report. pertains only to our study and evaluation of t.he system of inter- 
nal accounting controls for the year ended September 30, 1986. Our 
report on the study and evaluation of the system of internal accounting 
controls for the year ended 8eptember 30. 1985, is presented in GAO, 
AFMIM~-~~O. dated June 25. 1986. 

The purpose of our study and evaluation was to determine the nature, 
timing, and extent of the auditing procedures necessary for expressing 
an opinion on the bank’s financial statements. For purposes of this 
report, we have classified the significant. internal accounting controls 
into the following categories: 

l expenditures, 
l financial reporting, 
l insurance and guarantee claims expense, 
l insurance and guarantee premium and fees income. 
l loans, and 
l treasury. 

Our study and evaluation included all of the control categories listed 
above escept for treasury. For that category, we found it more efficient 
to reiy solely on substantive audit tests. 

The bank’s management is responsible for establishing and maintaining 
an effective system of internal accounting controls. In fulfilling this 
responsibility. estimates and judgments by management are required to 
assess the expected benefits and related costs of control procedures. The 
objectives of a syst,ern of internal accounting controls are to proiride 
management with reasonable assurance that (11) obligations and costs 
are in compliance with applicable laws. (2) funds, property, and assets 
are safeguarded against waste, loss, and unauthorized use or misappro- 
priation, and (3 j assets, liabilities, revenues, and expenditures applica- 
ble to operations are properly recorded and accounted for to permit the 
preparation of reliable financial statements and to maintain accountabil- 
ity over the bank’s assets. Because of inherent limitations in any system 
of internal accounting controls, errors or irregularities may ne\Tertheless 
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Report on Internal Acrounthg Controls 

occur and not be detected. Also, projection of any evaluation of the sys- 
tem to future periods is subject to the risk that procedures may become 
inadequate because of changes in conditions or that the degree of com- 
pliance with procedures may deteri0rat.e. 

Our study and evaluation, made for the limit,ed purpose described in the 
second paragraph, would not necessarily disclose all material wcak- 
nesses in t.he system. Accordingly, we do not express an opinion on the 
bank’s system of int,ernal accounting controls taken as a whole or on an) 
of the cat.egories of controls identified in the second paragraph. 
PLlthough our study and evaluation did not disclose any material inter- 
nal account,ing control wealmesses at. the bank, our study and evaluation 
did disclose the following internal accounting control weaknesses at the 
bank’s insurance agent that. merit the bank’s at.tention. 

Internal Control The Foreign Credit Insurance Association ( FCW) is an association of 
insurance companies under contract with the bank to market and 

Weaknesses Existed at d a minister insurance policies by billing and collecting premiums. 
the Bank’s Insurance processing and paying certain claims. and pursuing recovery on certain 

Agent claims on behalf of the bank. In 1986, FCLA insurance accounted for $4.3 
billion of export credit insurance on which the bank assumed all of the 
risk of loss. The bank’s financial statements reflect, on an accrual basis. 
the premium income and claims. including recoveries, for policies FCI.4 
administers for the bank. In addition, the bank’s financial statements 
include the net income (loss) of KM. Because the bank relies on FCIA to 
accurately report financial information to it for inclusion in the bank’s 
financial statements, weaknesses in Fc’I.4.s internal accounting control 
system could directly affect the bank. 

III connection \vith the financial audit of FCLA'S fiscal year 1986 financial 
statements. FC’IA’s independent auditors made a study and evaluation of 
its internal accounting cont.rols. Their study and evaluation disclosed 
that a lveak overall internal control environment existed which resulted 
in the following condit.ions they belie\*ed to be material weaknesses: 

l transactions were not accurately or promptljV processed. summarized. 
and reported: 

. recorded balances and related transaction activitJV were not periodicall) 
subst.antiated and evaluated; 

l conversion of data to new computer systems was not adequately con- 
trolled: and 
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Report on Internal Accounting Controls 

. alternative accounting procedures and internal controls were not insti- 
tuted to compensate for incomplete computer systems development. 

These internal accounting control weaknesses raised questions about the 
reliability of FCIA’S records and required FCIA to take corrective action to 
reconcile or adjust its accounts. Subsequent to September 30. 1986, FCIA 
corrected its accounting records and, in June 1987, its auditors rendered 
an unqualified opinion on FCIA’S fiscal year 1986 and 1985 financial 
statements. Further, in regard to its conversion to new computer sys- 
tems, FCIA is currently testing the software, modifying and improving 
the computer programs, and verifying converted data to ensure the 
accuracy of the data processed through the new systems and the relia- 
bility of the resulting reports. 

Through our review and evaluation of t.he auditors’ working papers and 
selective testing of transactions, we also determined that FCIA’S account- 
ing records were not materially misstated as of September 30, 1986. and! 
therefore, the weaknesses did not affect our opinion on the bank’s fiscal 
year 1986 financial statements. However. the weaknesses noted merit 
the bank’s attention. 

Conclusions and 
Recommendation 

Because FC’LA is the bank’s insurance agent responsible for $4.4 billion of 
export credit insurance for which the bank assumes all risk of nonpay- 
ment, an effective int,ernal accounting control system is necessav to 
ensure that accounting information is properly processed by FC’LA and 
correctly reported t.o the bank. If FCIA’S internal accounting control sys- 
tem is not effective, the bank does not have adequate assurance that 
premium income and collections. claims, and recoveries OII claims are 
timely and accurately reported to it. Further, the bank has little assur- 
ance that income FCL4 cedes to it and which the bank reports on its state- 
ment of income ( loss:) and reserve for contingencies and defaults is fair]) 
presented. 

Accordingly, we recommend that the Chairman direct the bank’s Con- 
troller to monitor and report on FCLA’S progress toward resolving its 
internal accounting control system weaknesses. including completing 
and implementing its new computer systems, to ensure financial infor- 
mation is accurately processed by FCIA and correctly reported to the 
bank for inclusion in its financial statements. 
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f&pot-t on tntmmd Accounthg Controls 

Other Opportunities 
for Improvement 

During the course of our examination, we also identified several other 
internal accounting control matters which. although not material. none- 
theless merit corrective action to strengthen the bank’s inbernal account- 
ing controls. Accordingly, we are reporting them separately to the bank. 

All of the above conditions were considered in determining the nature, 
timing, and extent of the audit tests to be applied in our examination of 
the bank’s fiscal year 1986 financial statements, and this report does 
not affect our June 30, 1987, opinion on the fiscal year 1986 financial 
statements. 

Agency Comments b’e did not request official written comments on this report. However, 
we provided a draft of this report to appropriate bank officials and have 
incorporated their comments. The bank’s Controller agreed that the 
internal accounting control weaknesses at FcL4 need correction and 
st,ated that he has been monitoring the situation since it was first 
identified. 
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Report on Compliance With Laws 
and Regulations 

\t’e have examined the financial statements of the Export-Import Bank 
of the United States for the years ended September 30, 1986 and 1985. 
and have issued our opinion thereon. Our examinations were made in 
accordance with generally accepted government auditing standards and, 
accordingly, included such tests of the accounting records and such 
other auditing procedures. including tests of compliance with laws and 
regulations, as we considered necessary in the circumstances. This 
report pertains only to our review of compliance with laws and regula- 
tions for the year ended September 30, 1986. Our report on compliance 
with laws and regulations for the year ended September 30. 1985, is pre- 
sented in GAO, AFMD-?XO, dated June 25, 1986. 

In our opinion, the bank complied with the terms and provisions of laws 
and regulations for the transactions tested that could have materially 
affected its financial statements. In connect.ion with our examination. 
nothing came to our attention that caused us to believe that the bank 
was not in compliance with the terms and provisions of laws and regula- 
tions for those transactions not tested. However, we noted one compli- 
ance matter that we believe merits attention. 

To ensure that the Congress has an opportunity to prevent the bank’s 
equity position from deteriorating below a level at which the bank 
would lose its credibility as an independent inst.itution, the Congress 
enacted the Export-Import Bank Act Amen@llents of 1983. This act 
added section 11 to the Export-Import Bank Act of 194.5 (1’3 L1.S.C. 1 
635i-2) to require the bank to report to the Congress if its equity falls 
below 50 percent of its capital and retained earnings as of September 31). 
1983. Since the bank’s capital and retained earnings were almost $2.8 
billion as of September 30, 1983. an equity level of almost $1.4 billion 
would have actiI,ated the reporting requirement. 

Had the bank followed generally accepted accounting principles and 
recorded an allowance for losses on loans and estimated recoveries. the 
bank would have had to notify the Congress in fiscal year 1984 regard- 
ing its lveakened capital position. Although t,he bank has told the Con- 
gress that its equity will fall below $1.1 billion by the first quarter of 
fiscal year 1988. the bank’s refusal to establish an allowance for losses 
has result.ed in the notification requirement not being triggered. 

The compliance matter discussed above was considered in determining 
the nature, timing. and estent of the audit tests to be applied in our 
examination. and does not affect our June 30. 1987. opinion on the 
bank’s financial statements. 
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Financial Statements 

Statements of Financial Condition - 

ASSETS 
September 30, 1986 September 30, 1985 

Cash in U.S. Treasury and Commercial Banks 5 4,300,000 

Investments in U.S. Securities 124,400,OOO 

Loans Receivable (Notes 1,2, and 7): 
Current Loans 
Delinquent Loans 

Excess OF Estimated Claim Recoveries 
over Estimated Future Claim Payments (Note 5) 

11.516.600.000 
2;824;600,000 

, , , 

1,155,400,000 

Accrued Interest and Fees Receivable (Note 2) 
Current Interest and Fees 
Delinquent Interest 

324.500.000 

Other Assets: 
Net Due from Private Export Funding Corporation (Note 6) 43,100,000 
Due from Foreign Credit Insurance Association (Note 6) 
Other Receivables and Miscellaneous Assets 

$ 16,217,600,000 

LIABILITIES, CAPITAL AND RESERVE 

Borrowings (Note 9): 
Notes Payable to Federal Financing Bank S 14,268,400,000 
Notes Payable to U.S. Institutions 5,900,ODO 

Other Liabilities: 
9 , , 

Accrued Interest Payable 
Collections Held Pending Disposition 

128,200,000 

Deferred Fee Income 
25,900,000 

Due to Foreign Credit Insurance Association (Note 6) 
10,200,00iJ 

600 _ 000 
Other Credits 

Total Liabilities 

Capital Stock Held by U.S. Treasury 

Reserve for Contingencies and Defaults (Note 8) 

14,444,900,000 15,589,800,000 

1,000,000,000 1,000,000,000 

772,700~ 1,105.600,000 

$ 16,217,600,000 $17,695,400,000 

The accompanying notes are an integral part of these financial statements. 

$ 23,100,OOO 

72,800,OOO 

13,202,200,000 
2,673,400,000 

, , 9 

1,028,600,000 

352,200,ODO 
305,300,000 

3 , 

36,500,OOO 
200,000 

l , lDO,OOO 
-I '* 00,000 

S17.695.4OO.ODO 

%15,409,000,000 
8,700,OOO 

417 700,000 I , 

132,800,OOO 
24,900.000 

9,100,000 
-o- 

5,300,000 
172,100,000 

1 
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Fhancia.lStatements 

Statements of Income (Loss) and Reserve for Contingencies and Defaults 

REVENUES 

Interest on Loans f 1,319,700,000 f 1,446,600,000 
Interest on Rescheduled Claims 90,400,000 31,400,000 
Commitment Fees 13,000,000 16,400,OOO 
Appllcatlon Fees 7,500,000 
Insurance Premiums and Guarantee Fees 

6,500,OOO 
34,500,000 38,500,000 

Other Income (Note 9) 26,800,OOO 24,300,OOO 

Total Revenues 16 1,491,900,000 $ 1,563,700,000 

EXPENSES 

Interest on U.S. Government lorrowings 
Interest on Certificates of Beneficial 

Interest Borrowings 
Interest on U.S. Institutional Borrowings 
Interest on Private Export Funding 

Corporation Borrowings 
Administrative Expenses 
Claim Losses Incurred (Note 5) 
Loans Written Off, net of recoveries (Note 
Other Expenses 

Total Expenses a 1,817,000,000 

Net Loss Before Adjustment (325,100,OOO) 

adjustment for Conversion to Accrual Basis 
for Claim Losses (Note 5) 

Net Loss B (332,900,000) $ (344,200,OOO) 

RESERVE FOR CONTINGENCIES AND DEFAULTS 

Beginning of Fiscal Year B 1,105,600,000 S 1,449,800,000 

End of Fiscal Year $ 772.700.000 $ 1.105.600.000 

8) 

The accompanying notes are an integral part of these financial statements. 

Fiscal Year Fiscal Year 
Ended Ended 

September 30, 1986 September 30, 1985 

S 1,768,700,000 

-o- 
400,000 

16 1,826,500,000 

100,000 
600,000 

-o- 1,100,000 
17,400,000 18,500,OOO 
13,900,000 78,100,OOO 

1,800,OOO 4,800,OOO 
14,800,OOO 11,600,OOO 

16 1,941,300,000 

(377,600,OOO) 

(7,800,OOO) 33,400,000 
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Financial Statements 

Statements of Changes in Financial Position 

FUNDS PROVIDED 

Fiscal Year Fiscal Year 
Ended Ended 

September 30, 1986 September 30, 1985 

Net Loss s (332,900,000) 
Borrowings from the Federal Financing Bank (Note 9) 801,000,000 
Borrowings from U.S. Treasury 
Repayments of Loans Receivable 2,439,800,& 
Repayments of Loans Purchased Pursuant to Guarantee 

and Insurance Agreements 
Loans Receivable Written Off, Net of Recoveries (Note 8) l, lOO.& 
Net Chanae in Accrued Interest and Fees Receivable 109,700,000 
Sale of Repossessed Equipment 
Other - Net 
Net Change in Accrued Interest Payable 

3,000.& 
-O- _ ----_ - 

3,02l,?,p?~ 

37,100.000 
3,900,000 

55,300,000 
9,400,000 

56,200,OOO 
- _ _ 3,ooo.qqq 

Total Funds Provided 3,500 300,ooo --L-.. 

FUNDS APPLIED 

Loan Disbursements 906,500,OOO 1,382,900,000 
Loans Purchased Pursuant to Guarantee and Insurance 

Agreements 
Net Addition to Investments in U.S. Securities 
Repayments of Federal Financing Bank Borrowings 
Repayments of U.S. Treasury Borrowings 
Repayments of Private Export Funding Corporation 

Borrowing 

-o- 264,400,OOO 
51,600,OOO 45,700,000 

1,941,600,000 1,662,800,000 
-o- 47,400,000 

Repayments of U.S. Institutional Borrowings 
Repayments of Certificates of Beneficial Interest 
Loan Disbursements for Private Export Funding 

Corporation - Net 

-o- 15,300,000 
2,800,000 3,700,000 

-o- 6,100,OOO 

6,600,000 9,500,000 
Net Change in Excess of Estimated Claim Recoveries 

over Estimated Claim Payments 
Net Change in Accrued Interest Payable 

Total Funds Applied 

NET INCREASE (DECREASE) IN FUNDS DURING THE PERIOD 

Cash - Net 

126,800,000 44.400,000 
4,600,OOO -o- _... ._- .___ ---. ..-.-_ 

3 040 500 000 --~.--L-.*. - 3,4.82ZDD.,.O?CJ 

16 18,100,OOO 53=-=7- 

The accompanying notes are an integral part of these financial statements. 

$ (344,200,OOO) 
1,382,000,000 

47,400,000 
2,250,200,000 
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Financial Statemefics 

Notes to Financial Statements 

Note 1: Enabling Legislation and Basic Accounting Principles 

Eximbank is an independent corporate agency of the United States, which was 
first organized as a District of Columbia banking corporation in 1934. The pri- 
mary legislation governing its operations consists of the Export-Import Bank Act 
of 1945, as amended through October 15, 1986, and the Government Corporation 
Control Act. 

The connnitment authority of Eximbank under the Export-Import Bank Act to 
lend, guarantee, and insure is limited to $40 billion outstanding at any one 
time. Loans are charged against the $40 billion limitation at 100 percent of 
their authorized amount. Guarantees and insurance are charged against the 
$40 billion limitation at not less than 25 percent of Eximbank's contractual 
liability, with the proviso that the aggregate amount of guarantees and 
insurance so charged may not exceed $25 billion outstanding at any one time. 
Thus, Eximbank's contractual commitments outstanding at any one time could reach 
$58.75 billion, consisting of $25 billion of guarantees and insurance 
outstandin 

3' 
resulting in a $6.25 billion charge against the 1640 billion limita- 

tion, and 33.75 billion (additional cotmnitments) charged at 100 percent against 
the limitation. 

At September 30, 1986, the committed and uncommitted authority to lend, 
guarantee, and insure and the Bank's commitments and contingent liabilities 
were: 

7S Millionsl 

Total Statutory Authority 

Statutory 
Commitments and Authority 

Contingent Liabilities Charges 

$40,000.0 

Outstanding Loans 
Undisbursed Loans 
Estimated Recoveries 

814,341.2 $14,341.2 
?,380.2 2,380.? 

on Disbursed Claims (Note 5) 1,277.O 1,277.0 
Guarantees 6,278.l 1,569.5 
Insurance 7,937.z 1,984.Z 

Committed Balance 21,552.2 

Uncommitted Balance 18,447.d 

Total %32,213,7 $40,000.0 

Limitations on the amount of loans, and guarantees and insurance rhich may 
be conmiitted by the Bank are established each year by legislation enacted by 
Congress. For FY 1985, the limitations were 83,865.O milllon for loans and 
S10,DOO.O million for guarantees and insurance. In that year the Bank 
authorized $659.4 million in loans and $7,849.6 million in guarantees and 
insurance. For FY 1986, the Rank was limited to $1.058.6 million of new loan 
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Financial Statement5 

-2- 

authorizations and 511,484.O million of new guarantee and insurance commitments. 
During the year, the Bank authorized $577.4 million of loans and $5,507.8 
million of guarantees and insurance. For FY 1987 the Bank's limitations are 
$680 million for loans and 511,355.O million for guarantees and insurance. 

Since its inception, the Bank's Charter has been periodically renewed by 
Congress. The Charter currently expires on September 30, 1992. 

Eximbank's accounting records are maintained on an accrual basis tiith the 
exception of write-offs of loans, interest beyond the due date on rescheduled 
claims included In country-wide reschedulings, and through FY 1985, for the 
payment of claims on guarantees and insurance policies. Beginning with FY 1986, 
claims on guarantees and insurance policies have been accounted for on an 
accrual basis. All adjustments related thereto have been made as of September 30, 
1985 to the FY i985 financial statements to reflect the change to an accrual 
basis. 

Loans are written off and charged to income when Eximbank determines that 
the outstanding principal balance is uncollectable. Interest on delinquent 
loans receivable is accrued until such time as Eximbank determines on a case-by- 
case basis that a particular delinquent loan should be non-accruing. Through FY 
1985, claims, except for those treated as purchases of assets, had been charged 
to income in the year paid. Later recoveries of amounts written off or of 
amounts which had been charged to income when paid had been treated as income in 
the year received. Until the conversion of claims to an accrual basis, Erimbank 
treated the payment of claims as a purchase of an asset when the prospect of 
repayment justified .sAch treatment. 

Income is deferred when collected for front-end fees under guarantees and 
insurance policies, and carried in the liability account "Deferred Fee Income". 
Fees are applied to income when earned. 

All receipts in excess of operational cash needs are invested in short-term 
securities of the U.S. Treasury. These securities, valued at cost, are redeemed 
as needed for daily operations. 

Eximbank's financial statements are not consolrdated with those of any other 
entity. However. the Bank's statements do reflect the results of contractual 
agreements entered into with the Private Export Funding Corporation (PEFCO) and 
the Foreign Credit Insurance Association (FCIA) (See Note 6). 

Note 2: Deltnquent Loans 

Loans with any installments of principal or interest past due 90 days ot 
more are classified as delinquent on the Statement of Financial Condition. The 
outstanding principal amount of all delinquent loans is summarized nn a com- 
parative basis (see table below). The delinquent interest figure shown on the 
table represents Interest to the due date of the delinquent Installments. 
Included in the delinquent interest amount is $14.3 million on rescheduled 
claims as of September 30, 1986. 
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(Thousands! 

Tiltal Delinquent Installments Eelinquent Installments 
OutstandIng September 30, 1986 Seljtember 3il 1985 

Principal as of 
--- ----- -__ L 

September 30,1986 Principal Interest Total Principal lnt?FeSL Tot41 - __- --. ----__ _---.-. 

5 75u.i, 
17Y,SOi).ij 

23.179.3 
763,143.Y 

26,3dcl.l1 
10.649.1 
6?,68?.6 
36,?66.6 

8,141.d 
2.5Ol.l.d 

11,361.l 
4,2h.6 

29,dW. 7 
27J,clH>.6 

294;340.4 
49,162.7 
94,065.S 

3,389.7 
21,516.7 
li,?i3.6 
2 7 , d 1 ? .I_1 

35o,uw.1:1 
174,3X.6 

s 750.0 $ 1,227.l 
18,91?. 1 9.302.6 
11,393.l 909.4 

145,565.6 YO,li)6.1 
2G,386.0 29,75?.7 

733.1 324.8 
>,-J(jj.7 3.s42.7 

36,266.6 52.371.5 
8.b 1.540.5 

~,OOil.O YY4.4 
1,tQs.j 103.3 

993.4 367.8 
:,0>6.:3 1,944.L 

20, 3613.5 9,661.d 
3,024.Y 3.945.2 
i1,699.7 6,0!5.i) 
1,713.i 3,054.O 

I3 .806 . 1 13.634.7 
63,635.j 22,395.l 

S3b.5 465.1 
1,5!4 .- > 4,0!1.3 
5,:ai.a 3.09Y.u 
9,423.i 2.~164.7 
l.ii29.c, 5,319.J 
4.227.9 11,340.9 

B 1,977.l 
213,214.: 
1?,3Oi.‘, 

?35,6!1.7 
56,143.! 

1,662.Y 
5,345.4 

99,139.l 
1,549.3 
2,994.4 
1,923.i 
1.361.2 
3,YW.Y 

3j.022. 3 
lZ,97c).l 
15,774.; 

4,76?.6 
?i,460.3 
35.930.~ 

1,303.Y 
5,645.5 
8,63Y.4 

11,593.J 
j,YOY.9 

16,168.6 
329 417.6 _-2. 2,30!.2 1,841.i 4,649.u 

I ?jc).G 
71,6u6.G 
11,416.j 
54,524.b 
?6,336.0 

3.528.3 
3,832.Y 

36,i66.6 
2. 599.1 
l.:do.~J 

d59.3 
72 .; 

1,.>44.9 
lJ,759.9 
6,413.: 
rj,LIJ9.6 

- IJ - 
7,334.l 

166,4157.1‘1 
-(j- 
394.9 

3 lJ12.2 
12:1WI 
36,!~3:.! 

l,:oci.lI 
-.?l.,+).y!J 

B 1,114.u 
36,745.l 

7b5.7 
34,757.h 
X,899.5 

1,976.b 
>,&JziJ.;-; 

5u,719.4 
179.2 
7?4.5 
- I_/ - 

LU.9 
Yi1.3 

6,‘353.6 
2.756.3 
J,s45.J 

67.2 
6,416.6 

59,781.; 
-u- 
% ’ i 

1,;i:; 
?,1~43.6 
3.511.6 
3,Y?d.9 

16,,‘j63.5 

‘, !d’,‘Jli.Y! 
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The delinquent loans to China were made in 1946 to the then recognized 
government of Chlna. The delinquent loans to Cuba were made between 1951 and 
1958, when a prfor government existed. The outstanding balance of non-accruing 
loans was $713.3 millron at September 30, 1986 and $250.5 million at September 30, 
1985. 

Note 3: _~~_- Rescheduled Loans 

From time to time Eximbank must extend the repayment date of some or all 
principal installments of a loan to a new schedule because the obligor or 
country has encountered temporary financial difficulty and the Directors of 
Eximbank have determined that providing relief in this manner will aid collec- 
tability and enable the obligor ultimately to service the debt. 

The rescheduled loan installments of principal and interest by country 
during FY 1986 and FY 1985 were: 

Country 

Argentina 
Brazil 
Central African 

Republic 
Chile 
Costa Rica 
Cote O'Ivoire 
Dominican Rep. 
Ecuadat 
Jamaica 
Liberia 
Mauritania 
Mexico 
Morocco 
Niger 
Panama 
Peru 
Philippines 
Poland 
Sudan 
Yugoslavia 
Zaire 
Zambia 

(f Millions) 
FY 1986 FY 1985 i.__~-_~_- 

RinclJlal Interest TotaT 
- 

___ -.. Principal Interest --------m __-_-- __ ----- __-- - 

$ 90.2 $ 44.9 $135.1 $ -o- .% -o- s  -o- 
-o- (1.1) (1.1) 190.2 91.9 282.1 

2:: 
4.9 

129.: 
3:6 
4.? 

-o- 
.3 

145.: 
l:o 
1.2 

-o- 
12.3 

145.0 
-o- 
94.0 
25.9 
15.7 _- 

$442.7 

-o- 
-o- 2:; 

1.8 2.5 1::: 
13.1 25.3 
-o- 3.6 

.9 5.1 
-o- -o- 
-o- .3 
-o- 5.9 

5.8 20.1 
.2 1.2 

-o- 1.2 
-o- -o- 
27.4 39.7 
86.5 231.5 

:;- 
-o- 

94.0 
20.1 46.0 

8.1 23.8 -- __- 

$210.2 5652.9 -s=m 

1;: 
-o- 
-;I9 

ii:7 
.3 

3.2 
20.7 

-0: i-06 

.l 
10.1 
-o- 

. 853:i 
3.2 
8.7 --- 

$358.5 -i 

-o- 
-o- 
-o- 

2.5 
-o- 
-o- 

3.2 
-o- 

2.0 

1:; 
.2 

-o- 
-o- 

14.1 
-o- 

1.8 
-o- 

5.6 
3.6 

-o- 
-o- 
-o- 

12.4 
-o- 
-o- 

17.9 
.3 

5.2 
21.5 

4.8 
1.2 

-o- 
24:: 

-o- 

894:: 

1;:: 

$126.9 6485.4 

The outstanding balances related to rescheduled installments included in 
loans receivable as of September 30, 1986 was $3.564.1 million and as of 
September 30, 1985 was $3,052.4 million. 
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The total amount of rescheduled loans outstanding as of September 30, 1986 
includes principal of $1.769.4 million and interest of $137.1 milIion which have 
one or more installments past due 90 days or more. As of September 30, 1985 
delinquent rescheduled principal and interest of $1,731.4 million and $179.4 
million, respectively, were included in rescheduled loans outstanding. These 
loans are included in the delinquent classification of the Comparative Statement 
of Financial Condition. 

Interest income included in net income for FY 1986 and FY 1985 on the total 
rescheduled debt is $105.1 million and $276.2 million respectively. 

The amount of undisbursed commitments to debtors having previously resche- 
duled debt outstanding as of September 30, 1986 is $103.5 million and $17.4 
million as of September 30, 1985. 

Note 4: Rescheduled Claims 

Guarantee and insurance claims which were rescheduled during FY 1986 and FY 
1935 under country-wide debt consolidation agreements are summarized in the 
following table. 

Country 

Argentina 
Brazil 
Chile 
Costa Rica 
Cote D'Ivoire 
Dominican Republic 
Ecuador 
Guinea 
Jamaica 
Mexico 
Morocco 
Mozambique 
Peru 
Philippines 
Sudan 
Yugoslavia 
Zaire 
Zambia 

Total 

(f Millions) 
FY 1986 FY 1985 

Rescheduled Rescheduled 
Claims Claims ___- --___ 

s 32.8 s 20.9 
-o- 69.5 

1.5 -o- 

1:; 
-o- 

27.4 2::; 
.7 

-o- 1:: 
3.5 
6.3 18k; 

17.7 6:9 
-o- 
-o- :-: 
-o- 1s:z 
-o- .5 

12.7 
36.3 
16.2 

m7.7 _-^ 

L. 
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!M111lorls) 
FY i9Y6 FY 1,285 __-- 

Rescheduled claims OutstandIng 
beqinnlnq of period 

Plus: Claims rescheduied (see 
above table) 

%  9a4.2 i 756.9 

157.7 374.5 

Less: Adjustments ia) (134.1J) (llO.il 

Less: Repayments 

Rescheduled claims olJtstan#llrig at end 
of period 

136./i (37.1) -~-- 

%  971.7 $984.2 

(ai AdjustmentS represent net reversals of amount5 previously recorded as 
asset purchases which were not included in the final country-wide resche- 
duling agrerments during iY 1986 and FY lW5 and a portion of rescheduled 
claims to privatr borrowers who hatie not maile local currency 'deposits to 
central banks. 

Reschedulea claims delinquent 9lj days or more totalled 528.b million 
(bLZ.8 principal and $14.2 interest) at September 30, 1986 and 85.6 
million 1,$3.? principal and $2.4 interest) .at heptember 30, 1985. The 
outstanding balance of these claims totalled 5443.3 million and $35.4 
million at September 30, 1986 and 1985 respectively. 

Note 5: Excess of Estimated Claim Recoveries over Estimated Future Claim 
Eyments 

AS of September 30, 1956, estimates were made for claim payments and 
associated recoveries related to claims not yet filed with Eximbank but 
which were anticipated to be filed and which Here related to events which 
occurred on or before September ~CJ, 1986 (IBNR). [n addition, estimates 
were made of losses on claims filed with Ezimbank as of September 30, 
1986, but unpaid as of that date. Also, estimates were made of recoveries 
to be collected on claims which had been paid as of September 31j, 1986, 
but which were partially or fully unrecovered as of that date. The 
followinq is a sumnary @f the computation for the excess of estimated 
clbim reioverles over estimated future claim payments: 
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Millions 
September 30, 198gember 30, 1985 

Estimated recovery of rescheduled claims 5 944.2 f 835.6 
Estimated recovery of claims not 

rescheduled: 
Claims previously paid and 

unrecovered $340.0 f 340.9 

Claims filed pending payment 166.0 148.7 
IBNR* recoveries net of 

related expenses 81.5 37.1 

Total estimated recovery of 
unrescheduled claims 587.5 526.7 

Total estimated recoveries s1,531.7 $1.362.3 

LESS: 
IBNR* claims payable (104.2) (58.7) 

Estimated future payments for claims 
filed but unpaid 

Excess of estimated total claim 
recoveries over estimated future 
claim payments prior to adjustment 
for interest capitalized beyond the 
due date 

Adjustment for interest beyond the 
due date on rescheduled claims 
included in estimated recoveries, 
converted to cash basis 

Excess of estimated claim recoveries 
over estimated future claim payments 

(264.9) (275.0) 

f1,162.6 51,028.6 

(7.2) N/A ____- 

$1.155.4 51,028.6 

l IBNR = Estimated liability for claims incurred but not yet reported 
to Eximbank. 

The above amount of $1,155.4 million is shown as a net asset on the 
financial statements. The amount of anticipated recoveries from claims paid 
in the past exceeds new claims to be paid as of September 30, 1986. 
Consequently, there is a balance of estimated claim recoveries of $1,155.4 
million over estimated future claim payments. 

The adjustment of $7.2 million in interest beyond the due date reduces 
the amount recoverable to the amount originally due to Eximbank. Formerly 
this interest was included in recovery estimates as it is inc?uded in the 
rescheduling agreements. 
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Guarantee and insurance claim losses for FY 1966 are as follows: 

(I Millions) 

Case Reserves as of g/31)/86 plus 
interest beyond the due date 

Less: Case Reserves as of g/30/85 
Changes in Total Reserves 

FY 1986 Activity: 
Claims Paid 
Claim Recoveries 
Legal Expenses Paid 

Loss-claim accrual plus interest 
beyond the due d.3t.e 

Less: Interest beyond the due date included 
on country-wide reschedulings entsred 
into force during FY 1986 

FY 1986 Accrued interest on interest beyond 
the due date included In rescheduling 
principal 

Net Loss-Claim Accrual FY 1986 Activity 

$ (1,162.6) 

- LLg!:;.; 

242.5 
(97.8) 

3.2 -. .__. 

13.9 

(7.2 

--- .i..5) 

B 21.7 E_ a > - 

1/ On September 30. 1986 $59,714.64, applied to the February 3, 
arrearage debt, ulas attributable to the inclusion of interest 
date on the billing. 

1986 billing on 
beyond the due 

An adjustment for the conversion of claim losses to the accr1131 hasis 
rlas made as of September 30, 1955. The effect of the adjustment on the 
Statement of Income (Loss) is detailed as follows: 

Excess of estimated claim recoveries over 
estimated future claim payments, excluding 
recoveries on amounts previously recorded 
as asset purchases B 44.4 

Less interest accrued on asset purchases 
pending implementation of formal 
rescheduling 

Adjustment to income (los;! %r 
conversion to accrual basis for 
claim losses 

-. !ll.g, 

B 33.4 -- _=- 
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Since it ~3s nor. practicable to restate any prior year, the Bani 
included the cumulative effect of the rel:overies in net income for FY 1985 
in accordance with generally accepted accounting principles. 

The $44.4 million represents amounts prevlalJsly not recorded as an 
asset. The reclassification of purchased assets did not h.ave 3n inpict Jn 
the Statement of Financial Condition. 

The ‘611.0 million was the removal #If interest revenue on nanrescheduled 
sstiinated claim recoveries. 

Beginning in FY 1986, interest beyond the dlJe date which is calcu- 
lated and rniluded In principal on bilateral agreelnents, associated with 
country-wide reschedullngs, is recognized as it is received over the tern 
of the reschedulIngs. Formerly such dlflOMItS Here included In gross 
Income in th2 fiscal year that the reschedulings were entered into force. 
Identification and adJustment Iof such capitalized interest is not prac- 
tical for FY 1985; therefore, the calculation on the preceding page 
only adjusts for additional Interest included in gross income during FY 1986. 

Note 6: Related Parties -- .--. --~ 

Foreign iredlt Insurance Associaa - __-. ..~.. 

The Foreign Credit Insurance Association (ECIA) is an association of prim.ary 
insurance companies. Eximbank issues export credit insurance in cooperation 
with FCIA. Under a contractual agreelnent. Eximbank reinsures all of the I :O~WW~- 
cial risks and In addition, insures all poli%ical risks, covers any operation 
expenses in excess of premiums, and has a majority aon the FCIA Board of 
Directors. Under the contractual agreement with Eximbank, FCIA markets .aq1.1 
administers the insurance policies, including billing and collecting premiums, 
processing and paying claims, and pursuing recovery on claims. 

FCIA's FY 1986 and FY 1985 Statements of Income (Loss) which IS stated on a 
statutory basis, includes $12.2 and $13.2 millIon colnnercial premium revenue, 
6c49.3) and SIZ.0 million expenses, netting to underwriting inco;oes of 561.5 and 
$1.2 million respectively. These amounts plus investment income nf $6! an3 6162 
thousand produce total incomes of $61.6 and '$1.1 million, which were ceded to 
Erimbank for fiscal years 1986 and 1985. Total income (Loss) ceded to the Bank 
is settled through the 'due from FC[A account shown on the Comparative Statement 
of Financial Condition. The amount of ceded income due EKimbank was ‘6918 
thousand and 81.127 thousand as of September 30, 1956 .and 1985 respectively. 
Additionally, EClG, in servicing political risk only policies on Eximbank's 
behalf, earned premiums of 810.0 million in FY 1986 and $10.0 million in FY 
1985. These premiums are included in Eximbank's insurance premium amount shown 
on the Comparative Statement of Income (Loss), as they are earned. 

FCIA's direct losses and loss adjustment expenses paid in FY 1986 were $51.7 
million and recoveries net of expenses were $25.4 million, as compared to direct 
losses and Toss .adjustm2nt erpenses of $113.4 million and net recoveries nf 
$24.9 million in FY 1985. These totals, plus legal fees paid, less recoveries 
r;ceived directly by Eximbank, claims rescheduled, and owner adjustments net to 
$32.8 million in FY 1986 and $33.6 million in FY 19d5, which are included In 
Eximbank's net claim payments for tne years presented. 

Page 26 GAO AFMD-87-61 Export-hport Bank Financial Statements 



Financial Statements 

- lJ - 

ln FY 1985 Exlmbank charged 8995 thoirjand against net rncome representrng 
amounts distributed to FCiA's member companies as pdrt of the buyout arrdngr- 
ments. These amounts are included in the net loss for 1ns~rance. 

Private Export Funolno Cogordtlon - --. 

The Private E.cport FlJfldiflg Lorporatlon l,PEFCOj hds dgreements with L).inlbank 
which, 

1. 

2. 

3. 

4. 

5. 

for specified fees, provide thdt Eximbank will: 

Guarantee the due dnd punctual payment lof prlncrpal and Interest on all 
export loans made by FEFCO; 

Guarantee the Jue jnd punctual payment +f interest gn PEFIIO long-term 
debt obligations when requested by FEFUI; 

Hold 3 $5~I,tiOti$O~I short-term rrvalving credit Ilne dt the dlspS~sdl #of 
PEFCO; and 

Protect PEFCO against movements II interest rates .ldversely affectlng 
the 'spreao between PEFCO's fired rate lsdn commitments to borrowers and 
the PuentUal CClSt Of funding >JCh commitments, except 3s this protectiori 
may be .dgved by PEFLO from ti#ne to time. In this conne~:ti~:Vn, PEF:O ll~s 
waived such protectron with respect to all fixed rite loan S:ommltments 
heretofore made .3nd which may be mdde through September 30, 19,rl:. 

Retain ?I broad measure of supervision #over PEFCO's major flnancral 
management derisions. 

PEFCCr's export loans outstanding which dere guarantee13 by E:lmbank at 
September 30, 1986 and September 30, 1955 were $1,2j6 million and $1,431 
million respectively. In addition. related ruhdisburseo colnmItments were 53% 
million in FY 1386 and $421 million in FY 19b5. The FY 1986 amounts are Included 
In Etimbank's 'contingent liability for guarantees shown in Note 1. Cumulative 
claim payments made LCI PEFLO .3s of 'September 3G, 1436 totaled $234.6 millIon. 

Included in the above guaranteed commitment total is the b.jlarlce remaining 
under 16 export credits subject to a special agreement between E~iinbank and 
PEFCO. In FY 1960, Eximbdnk and PEFCU agreed tlo share in providrng a total of 
$1.350.0 mlllion of J-5. export flfldncing at current fl.<ed rates of interest 
quoted by Eximbank to foreign borrowers. E.gimbdnk's share of the total was 
$251 million and PEFXI's share was $.l,i)?lY.u mlI~lon. IJWkr the irrangement, 
Eximbank reduced or increased the return on Its credits In order to meet 3ny 
shortfall or to receive any excess between the borrowerj' Interest payments and 
PLFCO's interest charqes. During FY 1986, Eximbank reduce4 the interest income 
on its portion of the credits by 85.e million. 

Eximbank made disbursements totalinq SP3 .S million in connection with cre- 
dots under the arrangement during FY i9$6 .3nd 646.5 million in FY 1985. PEFCO's 
share of the FY 1936 amount IS Sld.3 million and Eximbank's is SJ.9 million. ln 
FY 1985, PEFCO's share was 536.9 mllllon and Exlmbanh's W.~S $9.6 million. As of 
September 30, 1986 PEFCG's $43.6 m~lllon Share of the disbursements remained 
outstanding, which will be reimbursed by PEFCO. This figure 1s $6.7 million more 
than the outstanding disbursements to GI? reimbursed by FEFCII as of Srptelnber $J, 
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1985. PEFCO does not pay any interest to Eximbank on this amount; Eximbank 
retains all interest accrued on these loans prior to PEFCO's reimbursements. 
The 543.1 million shown as due from the Private Funding Corporation is the net 
reimbursement due after the related interest and commitment fees are deducted. 

In April 1986 and October 1984, PEFCO reimbursed Erimbank 59.6 million and 
$106.0 million for their share of the disbursements which remained outstanding on 
September 30, 1985 and September 30, 1984 respectively. In accordance with the 
arrangement, the interest rate charged by PEFCO on their share of the disbur- 
sements was determined by their borrowing cost at the time of borrowing and for 
these amounts was 13.017 percent for FY 1986 and 13.4 percent for FY 1985. 
The weighted average interest rate to the foreign borrowers on the amount of the 
disbursements is 8.9 percent for FY 1986 and 9.5 percent for FY 1985. The 
weighted average cost of Eximbank's borrowings from the FFB during the quarter 
at the time of the reimbursements was 8.172 percent in FY 1986 and 11.469 percent 
in FY 1985. 

Note 7: Maturity Schedule of Outstanding Loans-Receivable -___--____- 

As of September 30, 1986 about 68.1 percent of the $14.341.2 million 
outstanding loans receivable balance is projected to be due over the next five 
years and the remaining 31.9 percent is estimated to be due thereafter, as indi- 
cated below: 

Fiscal Years 
of Maturities __---- 

1987 
1938 
1989 
1990 
1991 

1992 - 2007 

In addition to the $14 
loans totaling $2,380.2 mi  
the next 2-5 years. 

,341.2 million of outstanding loans, there are undisbursed 
llion, most of which are expected to be disbursed over 

Amount Percent 
(16 Millions-1 of Total 

$ 2,281.7 15.2% 
2,059.3 14.4 
1,999.4 13.9 
1,894.0 13.2 
1,640.3 11.4 
9.774.7 68.1 

Note 8: ~~ Loan Losses and Reserve for Contingencies and Defaults _____----. -..____--- 

The risk to Eximbank from potential loan losses is not susceptible to 
accurate measurement because of the unpredictable nature of future worldwide 
economic and political conditions. Eximbank's entire Reserve is available to 
cover such losses and contingencies. Eximbank's Charter provides for retention 
of net earnings of the Bank prior to the payment of dividends, to provide for a 
reasonable provision for possible losses. As of September 30, 1986, Eximbank 
has a Reserve for Contingencies and Defaults of $772.7 million which is 5.3 per- 
cent of outstanding loans and 4.3 percent of outstanding loans, guarantees and 
insurance. On September 30, 1985 the Reserve for Contingencies and Defaults was 
$1,105.6 million which was 7.0 percent of outstanding loans and 3.2 percent of 
world-wide commitments. 
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Loans written off and recoveries on a casn basis are as follows: 

($ Millions) 
FY i986 FY 1485 

-i-crest Total PrlncipaT-Interest Total+ -~ - -- -- 

Loans written off $10.1 5 .7 10.3 s 4.3 $1.0 $5.3 

Less recoveriss 9.0 9.0 2 5 _- -_- --L 

Net Loans 
Written off 16 1.1 I .7 $ 1.2 %  3.3 $1.0 $4.3 

-- - 

Note 9: Borrowings from the U.S. Treasury and the Federal Financing Bank ----- 

Ealmbank has authority, under its Act, to borrow directly from the U.S. 
Treasury and to have outstanding at any one time up to $6 billion of such 
borrowings. Ell imbank avails itself of this authority for its short-term needs 
on a daily basis at a 91-day Treasury bill rate. Excess cash is used to reduce 
these borrowings also on a daily basis. 

Since May 1975, Eximbank hay borrowed from the Federal Financing Bank (FFBI 
for its medium- and long-term needs. During the period ending September 30, 
1986, Eximbank barrowed the followlnq from the FFB: 

- 
Amount Final 

Date (i Millions! Rate Maturity ____ ~-- -__--- 

12/02/85 $ 417.0 9.600 12/01/95 
12/02!85 xl .0 9.261 12;01/95 
03!03!36 3.u El.172 03/01/96 
06/02/36 120.0 cl.093 ir6/01/96 
09/02/86 -o- 

3--m-.i) 
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AS Of September 30. 1986, about 55.4 percent Of the sank's S14,?68.4 million 
long-term debt is due <over the next five years as Indicated below: 

Fiscal Years 
of Maturities 

1987 
1988 
1989 
1990 
1991 

1992 - 1996 

Amount 
(6 Millions! -...__ 

16 1.646.0 
1.988.2 
1,120.2 
1,461.R 

--1,693.4 
7.909.6 
6 358..j -L 

Percent 
of Total 

11.5% 
13.9 

7.9 
10.2 
11.9 
55.4 
44.6 

514,?68.4 lOil.O% -- =- -T 

As Eximbank is usually a net borrower of funds, net short-term borrowings 
from the U.S. Treasury are repaid quarterly by borrov!ing fr,Jfl the iFB on a 
medium- and long-term basis at a U.S. Government agency borrowing rate 
appropriate to the term of the borrowing. 

On days when Eximbank IS a net investor, rather thdn d net borrower, of 
funds, the excess flJndj are invested in iJ.S. Treasury securities. Such 
investments earn Interest at a market rate of interest dstermined by the 
Treasury. Interest earned on these securities, included in other income on the 
Statement of Income (Loss), was $26.7 million in FY 1986 and $24.2 million in FY 
1985. 

Note 10: Penjions and Accrued Annual Leave _~_____. .~. --. ..- 

Substantially all of Eximbank's employees are covered by the Civil Service 
Retirement System, whico is cflrrerltly two-tiered. For employees hired 
prior to Janu.3ry 1, 1984. Eximbdnk withholds approximately 7 percent of 
their gross earnings. Their sontribution is then matched by Eximbank and the 
sum is transferred to the Civil Service Retirement Fund, from which this 
employee group will receive retirement benefits. For employees hired on or 
after January 1, 1984, Eximbank Nithholds, in addition to social security 
withholdings. approximately 1.3 percent of their gross earnings, but 
matches such withholdings *ith a 7 percent contribution, as above. This 
second employee group will receive retirement benefits from the Civil 
Service Retirement System along with the Social Security System, to which 
they concurrently contribute. 

Total Exlmbank !employer) matching contributions to the Civil Service 
Retirement 'System for all employees vlere approximately $798 thousand dnd 8813 
thousand for the fiscal years ended September 30, 1986 and 1985 respectively. 

Although Erimbank funds a portion of pension benefits under the Civil 
Service Retirement System relating to its employees dnd makes the neceSsdry 
payroll withholdings from them, Erlmbank does not account for the ajsets of 
the Civil Service Retirement System nor does it have ,actuar~al data with respect 
to accumulated plan benef?ts or the unfunded pension liability relative to 
its employees. These amounts are reported by the OffIce of Personnel 
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Management for the Retirement System and are not allocated to the individual 
employers. The Office of Personnel Management also accounts for all health and 
life insurance programs for retired federal employees. 

Eximbank's liability to employees for accrued annual leave was S663 thousand 
at September 30, 1986 and $911 thousand at September 30, 1985. 

Note 11: Lease Commitments 

The Bank has no capital leases. 
annually. 

Operating lease arrangements are renewable 
These leases primarily consfst of rental of the office space and EDP 

equipment. Penalty for early cancellation is imnaterial. Office space is 
leased from General Services Administratlon through the Public Building Funds. 
The lease expenses were 52,438 thousand and S2,371 thousand for FY 1986 and FY 
1985 respectively. 

Note 12: Litigation - 

At the end of 1986, the Bank was named in several legal actions virtually 
all involving claims under the guarantee and insurance programs. Currently, It 
is not possible to predict the eventual outcome of the various actions. 
However, it is management's opinion that these claims urill not result in liabi- 
lities to such an extent that they will materially affect the Bank's financial 
position. 
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