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INTERh:ATIONAL OlVISlOF~ 

B-114823 

The Honorable Stephen M, DrBrul, Jr. 
President and Chairman 
Export-Import Bank of the bL[ “B/ 7’ 

United States 

Dear Mr. DuBrul: 
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As you know, we have recently completed our audit of 
Eximbank’s fiscal year 1975 financial statements. During 
the tours’; of the audit we noted the following matters 
which if adopted cotild improve Eximbank’s management. 

(1) Implementation of.a long-range automatic data 
processing (ALU) plarz, 

D  (2) Establishment of both an offsite storage for 
backup computer files and programs and A disaster 
recovery plan, and 

(3) A requirement that banks provide more timely 
transfer of deposits. 

Although these matters did not affect our opinion on 
the financial statements and were not included in our let- 
ter to the Board of Directors, we are takir.3 this opportu- 
nity to bring them to your attention. We aiso urge you 
to reconsider the suggestion for the establishment of an 
internal audit staff made to Eximbank in our February 25, 
1975, managem.?nt letter. 

ADP COMPUTER STEERING COMMITTEE 
AND LONG-RANGE ADP PLAN NEEDED 

The Bank’s ADP onerations have continued to expand 
to include such funct-.ons as economic analyses, and the 
cost of ADP resources has increase< each year from about 
$258,000 in 1972 to about $386,I;Or! in 1975 with an addi- 
tional increase of about $,O,OCO budgeted for 1976. The 
iqortance of an effective and efficient ADP system to the 
Bank’s operations, and the sizable investment in lLD? re- 
sources, suggests the need fo: the formal development of 
a long-range ADP plan. The plan for future system develop- 
ment efforts should include 
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(I) Objectives 

(2) Manpower requirements 

(3) Personnel responsible for system development, 
programing, testinj, and data conversisn; and 

(4) Estimated ccmpletion dates for segments of de- 
velopment, 

A Steering Committee with the active participation of 
top management and user management is a necessary prereq- 
uisite to preparing a long-range h31’ plan to ensure that 
Eximbank obtains optimum benefits from its ADP resources., 
We continue to believe that&n ADn Steering Committee sho,lld 
be established a-s-~~~mm~-n~-e~~~--~~r-~~~~uarv 2-5, 1979, -m&n- 

, i : ie- ” a~L.l-e-tt.e.~~, to initiate, guide, and review Eximbank’s 
i aata processing needs. 

A formal long-range ADP plan prepared by the Steering 
Comnitee and coordinated with ExLmbank’s long-range objec- 
trves would lead to projects having cl.eaL abjactives, well- 

and end products which meet overall 
. 

KEED FOR OFFSITE STORAGE 
FACILITIES AND ~~Y~ZX~T~REC~~XX FLF.!J 

t 

i- 

. 

Eximbank does not maintain offsite storage facilities 
for backup computer data files end computer programs. Ee- 
cause all source documents and computer files are at the 
Bank’s headquarters, a fire or other icisaster COCI’:? present 
problems for the continued day-to-day operation 0,’ Eximbank. 

\ 
The ability to recover quickly from the destruction of 

computer programs and data files is vital to an TaDl? security 
program. hesponsible management personnel from bath the 
data processing area and the user departments must cooperace 
jointly in Determining which infotmat ion, procedures, and 
computer systems are important to the Bank. 

c 
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recovery pla+?.$e d&eloped and re- 
spa 
cedures. It is essential 

or maintaining the recovery pro- 
that the necessary materials-- 

data files, programs, supporting softwal’e, dnd operating 
instructions--be iden* _ Fied and stored in an offsite loca- 
tion physically removed from the Bank itself 2 The location 
should provide safety from natural disasters and from such 
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catastrophes as fire, explosion, (\r other accidents that 
might occur at the installation. Access to the offsite 
locaticn must be controlled, and all material there must 
be careFully mainta;ned 80 that it is current and ready 
for use at all times. 

POTENTIAL FOR REDUCING; 
INTEREST EXPENSE 

We relieve that Eximbank is incurring unnecessary 
interest expense due to the time lapse between the deposit 

, of ooligor loan payments in commercial banks and the time 
Eximbank becomes aware the funds are available and can use 
them to meet loan commitments or to reduce borrowings. 

Prior to May 1975, Eximbal:k required commercial banks 
to transfer on receipt all. ob?<gor payments over $100,000 
to the Fei. l ->I Reserve for credit to Eximbank’s Treasury 
account. A test of all activity in Eximbank’s three largest 
commercial Pccounts El. Y. March 19i3 showed that 20 payments 
over $100,000 each, top.alfng $8 millicn, remained in the 
accounts 1 day or mole and averaged 3 days before transfer I to Ihe Treasury and that all pay,ctnts over $20,000 each, 
totaling $12 million, remained in the accounts an average 
of 3 days. Although we made no precise determination of 
the reduction of interest expense which could have been 
achieved had all payments over $20,000 been transferred to 
Treasury upon receipt during fiscal year 1375, we estimate 
that additional expense incurred could have totaled as much 
as $200,000. Our estimate is based on the results of our 

. sample, the total obliger payments of $390 million that 
flowed through the commercial banks during the fiscal year, 
and Eximbank’s average cost of ncney of about 7 percent 
for the year. 

In May 1975, Eximbank instructed commercial banks 
.to transfer all obliger n?ymcnts over $20,000 to the Fed- 
eral Reserve Fank on ‘the day received. An analysis of 
deposits over $20,0$0 in all commercial accounts from 

\i 
July 197: through January 1976 was made by Eximbank 

\ 
And tested by us. This analysis showed that the estimated 
interest jr,st during; each of the 7 months due to the time 

: lapse between deposit in the commercial accounts and credit _ 
to Eximbank’s Treasury account fluctuated widely, from a 

“, 

low of $3,400 to a ?igh of $14,700. The loss for these 

:f $116 800 
months totaled $68,100, with a projected a:‘lnual loss 
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Whiie action taken in $a? 1975 appears to have resulted 
in improvement in the time lapse of the transfer of funds 
to Eximbank’s Treasury account, we believe that the signifi- 
cant amoun: of interest still being lost indicates that com- 
mercial banks are not fully complying y’th 
A -w-s-ecomm-e-n&&hat Ex imban&&h~p~:~~~ YZEons l 

followup action to insure that commercial banks are com- 
plying with existing instructions for the timely transfer 
of funds and explore oti,er methods of reducing the time 
lapse, such as direct deposit, 

ESTABLISHMENT OF INTERNAL AUDIT STAFF 
AND CREATION OF ACCOUNTING MANUAL 

. 

L -- . 
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Eximbank’s response to our February 1971’ management 
‘etter stated that lack of manpr‘ger Frecluded the establish- 
ment of an internal audit staff and the preparation of an 
accounting manual in the immediate future. We under rtqnd 
that steps have been taken to prepare an accounting manua;, 
but I?!? resources have been allocated for an lnternai audit 
staff. We continue to believe that Eximbank should establish 
an internal audit staff. c 
m la ‘----%~~~ 

An...int.ernal audit-staff .*wonld%a%e management a useful 
means of gathering timely information needed for decision- 
making, especially if-~-~-wePe--au.tho~i,zed-ado- audit -pxternal 
Bank operations, such & the Foreign Credit Insurance As- 
sociation. &hi ,i &Q ip L-k: @ .I-. ~<A r&p- $P 

We art? sending copies of this report to the Director, 
Off ice of Management and 13uc1get; House alld Senate Committees 
on Government Operations, and Appropriations; House Committee 
on Banking and Currency; and Senate Committee on Banking, 
Housing, and Urban Affairs. . 

Section 236 of the Legislative Reorganization Act of 
1970 requires the head of a Federal Ag<.ccy to submit a 
written statement on actions taken on our recommendations 
to the Housa and Senate Committees on Government Operations 
not later than 60 days after the date of the report and the 
House and Senate Committees on Appropr lations with the 
Agency’s first request for Appropriations made more than 
60 days after the date of the report. We would appreciate 
receiving a. copy of the statement sent to the Committees. 
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We will be happy to discuss any of thet’e matters with 
you and to provide additional information to assist you. 

Thank you for the cooperation and courtesy extended to 
us during our annual audit. As in prior years, we received 
outstanding cooperation and assistance from the entire Bank 
staff. 

P . K. Fasick 
/ Director 
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