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United States Government Accountability Office
Washington, DC 20548

September 30, 2008
Congressional Committees

Subject: Export Promotion: The Export-Import Bank’s Financing of Dual-Use
Exports

Since October 1994, the Export-Import Bank of the United States (Ex-Im) has had
statutory authority' to provide loans, guarantees, and insurance to help finance U.S.
exports of dual-use (military and civilian) defense articles and services, provided that
it determines these items are nonlethal and meant primarily for civilian use.” These
dual-use exports include such items as vehicles that are primarily used by the military
for civilian or humanitarian purposes. Legislation providing this authority also
requires us to report annually on the end uses of the dual-use exports financed by Ex-
Im during the second preceding fiscal year—which, for the purposes of this letter,
corresponds to 2006.

Ex-Im Did Not Finance Dual-Use Exports in 2006

Ex-Im did not finance any dual-use export projects in fiscal year 2006. According to
an Ex-Im official, the Vice President of the Engineering and Environment Division,
and our review of relevant data on Ex-Im authorizations, Ex-Im last financed dual-use
items in fiscal year 2002.

Agency Comments

We provided a copy of the draft version of this correspondence to Ex-Im. The agency
provided technical comments, which we incorporated.

'The Export-Import Bank Reauthorization Act of 2006 (P.L. 109-438, Dec. 20, 2006) extended through
September 30, 2011 provisions in 1994 legislation (P.L. 103-428, Oct. 31, 1994) authorizing Ex-Im to
finance certain dual-use exports. Under this legislation, Ex-Im can use up to 10 percent of its total
annual loan, guarantee, and insurance authority to support the sale of these dual-use exports.

*According to Ex-Im, a dual-use export is eligible for financing if convincing evidence exists that the

export is nonlethal in nature, the export will be used mainly for civilian activities, and the buyer or
end-user provides certification to that effect.
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Scope and Methodology

To determine the extent of financing and end uses of the dual-use exports financed in
2006, we reviewed Ex-Im data on dual use determinations and an Ex-Im report on the
current status of dual use cases approved in prior years. In addition, we interviewed
an Ex-Im official who monitors end user compliance with dual-use requirements, the
Vice President of the Engineering and Environment Division. We determined that Ex-
Im data on dual use financing are sufficiently reliable for this review.

We conducted this performance audit from August 2008 to September 2008 in
accordance with generally accepted government auditing standards. Those standards
require that we plan and perform the audit to obtain sufficient, appropriate evidence
to provide a reasonable basis for our findings and conclusions based on our audit
objectives. We believe that the evidence obtained provides a reasonable basis for our
findings and conclusions based on our audit objectives.

We are sending copies of this report to interested congressional committees. We will
also send copies to the President and Chairman of Ex-Im, the Secretary of Defense,
and the Secretary of State. We will also make copies available to others upon
request. In addition, this report will be available at no charge on the GAO Web site at
http://www.gao.gov.

If you or your staffs have any questions about this report, please contact me at (202)

512-4347 or yagerl@gao.gov. Key contributors to this report were Celia Thomas,
Assistant Director; Leah DeWolf; Martin DeAlteriis; and Ernie Jackson.

Loren Yager
Director, International Affairs and Trade
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List of Committees

The Honorable Christopher J. Dodd

Chairman
The Honorable Richard C. Shelby
Ranking Member

Committee on Banking, Housing, and Urban Affairs

United States Senate

The Honorable Robert C. Byrd
Chairman

The Honorable Thad Cochran

Ranking Member

Committee on Appropriations

United States Senate

The Honorable Barney Frank
Chairman

The Honorable Spencer Bachus
Ranking Member

Committee on Financial Services
House of Representatives

The Honorable David R. Obey
Chairman

The Honorable Jerry Lewis
Ranking Member

Committee on Appropriations
House of Representatives

(320636)
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This is a work of the U.S. government and is not subject to copyright protection in the
United States. The published product may be reproduced and distributed in its entirety
without further permission from GAO. However, because this work may contain
copyrighted images or other material, permission from the copyright holder may be
necessary if you wish to reproduce this material separately.




GAQO’s Mission

Obtaining Copies of
GAO Reports and
Testimony

The Government Accountability Office, the audit, evaluation, and
investigative arm of Congress, exists to support Congress in meeting its
constitutional responsibilities and to help improve the performance and
accountability of the federal government for the American people. GAO
examines the use of public funds; evaluates federal programs and policies;
and provides analyses, recommendations, and other assistance to help
Congress make informed oversight, policy, and funding decisions. GAO’s
commitment to good government is reflected in its core values of
accountability, integrity, and reliability.

The fastest and easiest way to obtain copies of GAO documents at no cost
is through GAQ’s Web site (www.gao.gov). Each weekday afternoon, GAO
posts on its Web site newly released reports, testimony, and
correspondence. To have GAO e-mail you a list of newly posted products,
go to www.gao.gov and select “E-mail Updates.”

Order by Phone

To Report Fraud,
Waste, and Abuse in
Federal Programs

Congressional
Relations

Public Affairs

The price of each GAO publication reflects GAO’s actual cost of
production and distribution and depends on the number of pages in the
publication and whether the publication is printed in color or black and
white. Pricing and ordering information is posted on GAO’s Web site,
http://www.gao.gov/ordering.htm.

Place orders by calling (202) 512-6000, toll free (866) 801-7077, or
TDD (202) 512-2537.

Orders may be paid for using American Express, Discover Card,
MasterCard, Visa, check, or money order. Call for additional information.

Contact:

Web site: www.gao.gov/fraudnet/fraudnet.htm
E-mail: fraudnet@gao.gov
Automated answering system: (800) 424-5454 or (202) 512-7470

Ralph Dawn, Managing Director, dawnr@gao.gov, (202) 512-4400
U.S. Government Accountability Office, 441 G Street NW, Room 7125
Washington, DC 20548

Chuck Young, Managing Director, youngcl@gao.gov, (202) 512-4800
U.S. Government Accountability Office, 441 G Street NW, Room 7149
Washington, DC 20548
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