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To the Board of Directors
Export-Import Bank of the United btates

We have examined the statement of financial condition of
tne Export-Import Bank of the United States (£ximbank) as of
Jure 30, 1976, and the related statements of income and
rezarve for contingencies and defaults ana oI changes in
firancial position for the year tnen ended. Jur examinacion
was made pursuant to the Government Corporation Control Act
{31 U.5.C. 641 et. seq) and in accordance with generally
accepted auditing standards and included such tests of tne
accounting records and such other aunditing procedures as we
coasidered necessary in the circumstances. We previously
exznined and reported on Eximbank's financial statements for

fiscal year 1975.

Eximbank's reported net income, which had been declining -
in prior years, increased in fiscal year 1Y76. Reported net
income has been stated before any provision for losses tuat

mzy be sustained - om loans, gwarantees and insurance, put alil e

accumulated net income, atter dividends, has been reserved as

a provision for future losses. Althougn an increas.d amoaiit

was added to the reserve in fiscal year 1lv76, 1oan and loia

interest delinguencies increased (see note 4), the total risk

of incurring possible losses contianued to rise (see note 7} and

future losses continued to be unpredictable (3ee note 6). Wwe -
arz therefore unabla to express an opinion on the adeguacy of

Eximbank's reserve for contingencies and defaul.s.

In our opinion, except for the amount ressrved for
contingencies and defaults, the accompanying tinancial state-
meats present fairly the financial positicn of Eximbank at
Jume 30, 1376 and 1975, and the results of its operations and
tb2 changes in its financial position for the vears then endged,
in conformity with generally accepted accounting principles
applied on a consistent basis after restatement for the changs,
with which wWe <Toncur,- in the method of accounting for sales ot
Certificates of Beneficial Interest as described in note 1 to

tte financial statements.

Comptroller ueneral
of the United States

Quality, .
v ID~76-91



T COlrARALIVE SIATLMENT OF PinhaSLLAL cULDI1LUN

b .

ASSETS June 30, 1976

June 30, 1975

CASH:

Brestvrerasaresenece $

U. S. Treaswry 500,000
Domestic Commercial Banks cececeess -0- §

INVESTMENT IN U.S. SECURITIES .....

LOANS RECEIVARLE (NOTES 4 & 5):

furrent Loanc =-- inc¢ludes rescheduled
loans of $669:1 =L1lion at 6-30-76
and 5794.6 milllon at 6-~30~73 .... 10,549,300,000

Delincuent LoanS....ceeenvvacccanees

ACCRUED INTEREST AND FEES RECEIVA-
BLE (NOIE 4):

Current Interest and Fees .ececcsene 172,500,000

$ 8,300,200

500,000 12,500.000 $ 20,800,00

9,600,000 -

9,769,800,0600

281,100,000 10,830,400,000 112,900,000 $ 9,882,730,00

143,000,000

Delinquent Interest seeecestescioaes 29,300,000 201,800,000 16, 600,0C0 159,600,0C
OTHER ASSETS:
Deferred Debenture and Participa-
" tion Certificate Zxpenses .vasiees 2,200,990 e - 3,300,000 °
Foreign Credit lnsurance Acsociation
ReceivableSececevestoscesconanvoas 1,500,000 - 1,800,000
Other Receivablos ceeececescsnsancas 300,000 500,000
Miscelluneous ASElS secscescscssveos 200, 00 4,200,000 400,009 6,000,0C
TOTAL ASSETS .cevececascctnsanncances $1¥:046,500g00q $10,069,100.g5
Ld
L )

Notes to Financial Statemerts on pages ___ through __ are an intepgral part of this statement, =



Export-Import Bark of the United States

LIABILITIES, ReSERVE, AND CAPITAL

June 30, 1976 June 30, 1975
BORROWINGS (Notes 2 & 3):
Notes Pavable to U.S. Treasury .....$ 10,800,000 $ 207,100C,0C0
Notas Payable to Federal Financ-
ing Bunk ceeee.. cecerrscssscsacass 4,984,600,000 4,048,400,00C
Notes Payable to Private Export ’
Fynding Corporation «sesscecuesses 100,000,000 ~-0-
Debentures Payable s.cvvevsnnaneaaas 2,343,100,000 2,343,100,000
Certificates of Beneficial Interest ’
Payable...eeesececcracccnncsnnanes 480,600,000 471,100,000
Participation Certificates Payable.. 250,000,000 § 8,169,100,000 250,000 $ 7,320,7¢0,C
OTHER LIABILITIES:
Guaranteed Letters of Credit Payable 23,100,000 . . 16,591,000
Accrued Interest Payable ..cceeecens 94,000,000 76,600,000
Dividend Payable to U.S. Treasury .. 20, 000; 000 20,000,000
Other Credits cveeersvecnccssncccans 13,700,000 150,800,000 6,300,000 119,400,0
DEFERRED FEE INCOME «evveeccannecnes 7,700,00C 5,500,0
RESERVE FOR CONTINGENCIES AND
DEFAULTS (NOTES 3, 4, S ard 6):
accumulated from income--includes - el . o .- :
delinguent 1nterest and delingden’.
capitalized icterest of $31.6
aillion at 6-30-76 and $18.6
million at G=30-75 ccucencinnennces
1,718,900,000 1,623,500,C
CAPITAL STOCK HELD BY U.S. TREASURY
{NOTE 3) ceecceocacnscenncaccnniason 1,000,000, 000 1,000,009,C
TOTAL LIABILITIES, RESERVE, AND
CAPITAL ...ceirernenranananannans $11,046,500,000 $10,069,100,C
(14
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COMPARATIVE STATLMENT OF LWCOME AND

BESLRVE FOR CONTINGINCIES AND DEFAULTS Export-Import Bank cf the United Stat

Fiscal Year Ended

June 30, 1976

June 30, 1975

REVENUES:
Intercst On LOANS sceseeevsvosascccssesssssorscsesscnsess ¢ 609,000,000 512,200,000
Insurance Premiums and Quarantee Fees cecccececcscscnans 17,100,000 12,100,000
Commitment Fees and Other InCOME caceesvseasscsossssonns 24,700,000 21,500,000
Total REVENUES cececceasrsassnscctssssanssssatanssncscsss 650,820,000 545,800,000
EXPENSES:
Interest on U. S. Government BOIrrowings ..eceececcsccesces 342,800,000 267,900,060
Interest on Debenture and Participation Certificate Bor-

FOWINES ccoesesvacscenstsssnassassssanssoscasacsccnnces 170,700,000 180,000,000
Other Expense, principally Interest and Amortization of -

Financing COSLS seceeccasceccsceseocsssrananscscsacsns 5,000,000 5,500,000
Administrative EXPOnSeS ..cseescccscsscccccessosasnancens 11,000, 000 10,100,000

Claims Paid, net of recoveries (Note 6) sceeceecvncccces
Total EXPENSES ccserccncsoccsccnarreastccctoncanncaraons

o NET.INCOME. 1seevesanonsacscecsaneasensosansesannassennnns

Less: Dividend to U. S. Treasury (Note 3) ceveeceacanes
Addition to Reserve for Contingencies and Cefaults .....

RESERVE FOR CONTINGENCIES AND DEFAULTS:
Balance at Beginning of Fiscal Year
Balance a* End of Fiscal Year

*esacsvrrsrRerRNIRReS

Pessecsseceessnerenns

‘"otes to Financlal Statements on pages

$

5,900,000
535,400,000

115,400,000 .

20,000,000

95, 400,000

1,623,550,000

1,718, 900,000

1,800,000
455,300,000

.. 80,500,000

20,000,000

60, 500,000

1,563,000,000

1,623,500,000

___ through __are an integral part of this state=zcat.



FUNDS PROVIDED:

Net Income ~- includes adjustment for depreciation expense

Borrowings froc the Federal Financing Bank (Note 2)

Borrowings from the Private Export Funding Corporation

Repayments and Other Credits to Loans Receivable .
Accrued Interest Payable « o 4 ¢« o ¢ « ¢ s o o s o &
Sales of Certificates; of Beneficial Interest . + , »
Other av « ¢ o+ o & .7 .

TOTAL FUNDS PROVIDED L R

!

FUNDS APPLIED:
| , .

Disbursements and Other Additions to lLoans, includes

Interest ~ 1976, §7,450,291; 1975, $4,191,572 .
Investment in U, S, Securities P
Accrued Interest and Fees Recelvable . . » + 4 o o &
Repayments of Federal Financing Bank Borrowings . .
Net Reduction of Borrowings from Treasury . . . . .
Redenptions of Certificates of Beneficial Interest .

Redexptions of Debentures and Participation Carcificatea A
Payment of Dividend to U, S. Treasury (F/Y 1975 and F/Y 1974

TOTAL FUXDS APPLIED 4 4 ¢ & s o o« o ¢ o s s s o o o

Notes to Financial Statements on pages __ through __
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COMPARATIVE STATEMENT OF CHANGES IN FINANCIAL POSITION

Fiscol Year Ended

June 30, 1976

§ 115,500,000

June 30, 1975

$ 80,500,000

2, 285,000,600 4,049,400,000
100, 000, 000 -0-
1,363, 200,000 1,359,3C9,000

17,407,000 16,300,000
9,500,000 -0 -
38, 260,000 (10, 200, 000)
$3,928,800,000 $5,495,300,000
$2,310,900, 000 $2,818,700,C00
9,600,000 -0 -
42,200,000 35,000,000
1,349, 800,000 -0~
196, 300, 000 2,249,800, 000
-0~ 41,800,000
-0- 300, 600, 000
20,600,000 50,000,000
$3,928, 800,000 $5,495, 300,000

are sn integral part of this statement,
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NOTES TO FINANCIAL STATEMENIS

Note 1: Enabling Legislation and Basic Accouniing Principles.

Eximbank iz an independent corporate agency within the Executive
Branch of the Federal Government. The primary legislation goveruing its
operations consists of the Export-Import Bank Act of 1945, as amended
through January 4, 1975, and the Government Corporation Control Act.

Eximbank's accounting records are maintained on an accrual
basis with the exception of write-offs of loans and payment of claims
on guarantees andé insurance policies. Loans are written off and chargéd
to income when Eximbank determines that the outstanding principal balance

s uncollectable. Claims are charged to income in the year paid. Later
recoverfes of amounts written off or of amounts on which claiams are paid
are treated as income in the year_received. Interest on delinqqent loans
receivable is accrued until such time as Eximbank deteimines ¢n a case-by-
case basisdthat a particular delinquent loan ;hould be nonaccruing.

For several years Ex;mbank sold CertificatesAof-Be;éficiai -
Interest (CBI's) in its. loan portfolio. Until FY 1976, these transactions
had been considered sales of assets, and the sale of a CBI resulted in a
reduction of loans receivable. As of June 30, 1976, the Bank changed its
accounting treatment of CBI's, so that these in§truments are now treated
as borrowings rather than asset sales. As a result, the.loan maturities
represcnted by outgtanding guaranteed CBI's have been reinstated as loans
receivable and the CBI's are now shown as borrowings payable. The state~

wents for FY 1975 have been adjusted to conform to FY 1976 statement

vlassifications.
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The commitment authority of Eximbank under the Export-Import

Bank Act to lend, guarantee, and insure is limired to $25 bi:ilion
Outsyanding at any one time. Under the Act, loans are charged against
the $25 billion limitation at 100 percent of their authorized amount.
Guarantees and insurance are charged against the $25 billion limitation
at 23 percent of Eximbank's contractual liability, with the proviso that
the aggregate amount of guarantees end insurance so charged may not
exceed $20 billion. Thus, Eximbank's contractual conmitments outstanding
at any one time could reach $40 billion, consisting of $20 billion of
guarantees and insurance cutstanding, resulting in a $5 billion charge
against the $25 billion limitation, and $20 billion additional commitments
charged at 109 percent against the limitation.

At Junc 30, 1976, the committed and uncommitted authority 'to lend,
guarantee, and in;ure was:

" $25 Billion -Timitation - - -
Charge .-

Category {$ Millions)
Loans $ 18,061.5
Guarantees $ 5,986.3
Insurance 4,339.8

§ 10,326.1 @ 25% 2,581.5
C;mmitted 20,643.0
Uncommitted 4,357.0
Total Statutory Authority _S__Z_."_L@_O;__E

The figure of $4,339.8 million includes a.charpe to

lending authority of $2,400 million for short-;erm insurance. Exposure under

such short-term insurance was $2,095.9 =million at June 30, 1976.
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Note 2: Borrowings from the U.S. Treasury and the Federal Financing
Bank.

Eximbank does not receive any appronriated funds. It has
authorify, under its Act, to borrow directly from the U.S. Treasury and
:5 have outstdnding at any one time up to $6 billion of such borrowings.
Eximgank 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 on a daily basis. The average rate for such short-term

borrowlngs during FY 1976 was 5.76 percent.

In previous years, Eximbank borrowed to meet its medium-term
needs through the issuance of debentures and participaticn certificates,
of which $2.6 billion are still outstanding with maturieties extending
to 1982, at an average interest vate of 6.58 perceut.

Eximbank is now borrowing from the Federal Financing Baunk (FFB)

e - -

for its medium-term needs. During FY 1576.'Eximssnk bor}ﬁwedvigé f&liaaing'”
from the FFB:

($ Millions)

Date Amount Rate Maturity
9-1-75 $ 170 8.320% 3-1-79
9-1-75 500 8.375 9-1-79

12-1-75 350 7.905 12-1-79
3-1-76 568 7.515 6-1-79
6-1-76 400 7.480 6-1-78
6-1-76 97 8.125 6-1-84

~ As Eximbank 1is a net borrower of funds, it is planned that net
short-term borrowinpgs from the U.S. Treasury will be repaid quarterly by

borrowing frow the FFB on a medium-term basis at a U.S. Government agency

borrowing rate appropriate to the terwm of the borrowing.
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the following: __

In addition to the Bank's regllar short-term U.S. Treasury
borrowings, Eximbank has certain borrowings (510.8 million at June 30,
1976) from the U.S. Treasury at rates lower than the standard rate
prevailing at the time the funds were borru&éd; —These bo;;owings
were tied direct'> to the rate, term, and outstanding balances of certain
concesslonary loans that Eximbank wmade in the national inter=sst. The
last of these loans was authorized in 1970. Had the Treasury charged
Eximbank interest at rates approximating the full cost of fuads, Eximbank's
interest expense would have been Increased by about $ 1.5 million .
and $§ 2.9 wmillion in fiscal yea=s 1976 and 1975, respectively, and the
net income from operations for these years would have been correspondingly
reduced.

Note 3: United States Government Investzent in Eximbank.
The investment of the U.S. Covernoent in Eximbank consists of

T ($ Millions)
June 30, 1976 June 30, 1975

Capital stcck held by U.S. Treasury $1,000.0 $1,000.0
Reserve for Contingencies and Tefaults 1,718.9 1,623:5
Dividend Payable to 0.S. Treasury 20.0 20.0
Notes Paygble to Federal Financing Bank 4,984.6 4,049.4
Notes Payable to U.S. Treasury 10.8 207.1

Total $7.73%.3 $6,900.0

A dividend to the U.S. Treasury of $20 million, as of June 30,

1976, was declared August 19, 1976.

" Note 4: Delinquent Loans. - —_—— -

Loans with any installments of principal or interest past due 50

days or more are classified as delinquent on the Statement of Financial .

——y=



Condition. The oustunding prircipal Bmount of délinquéhfuloans are
summarized inthpusande of dellars on a comparative basis as follows:
- (Statement attached) _
Only $29.3 million of delinquent interest has acerued and is
carried as a receivuble. The difference between this figpure and the $63.9
millior shown above represents zainly interest on loans which are non-
accruing for financial statement purposes.
The government of the Républic of China, now located on Taiwan,
is rot at this time being called upon to make payments on the delinquént
loans next to its name above. which were made prior to 1947 when the seat
of that iovernment was on the mainland «and which relate to assets no
longer under the control of that government. The delinquent loans to Cuba
pertain to loans made before 1961, when a prior government existed.
Note 5: Rescheduled Loans.
. smsrr s ETQI £ime LO time_Eximnagﬁlmusg_extend.the repayment date of
some or all principal installments of a loan to a new schedule gecause
the obligor or country has encountered temporary financial difficulty and
the Directors of Eximbank have determined that providing relief in this
manner will aid collectability and enable the obligor ultimartely to service
the debt.
All loan maturities which were previously rescheduled in this
manner are current at June 30, 1976, except for 11 loans with an aggregate
outstanding principal balance of $23.5 million =5 tu which principal and
interest installuwents amounting te $6.2 million are 90 days or more past due.
These 11 loans are included in the delinquent classification on the State-

ment of Financial Condition. 1In FY 1976 Eximbank rescheduled principal
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Total Delinquent Installmenzs Delinquent Inatallzents
Cutazanding June 30, 1976 : Juse 30, 19765
Country Jorincipal Princisel interest Total Principal Intereat Total
China § 25,386.0 $26,336.0 $21,620.9 §. 48,C06.9 $ 24,910.0 $ 20,632.3 § 45,5423
Cuba - 35,265 6 36,266.6 32,470.3 ©68,735.5 34,693.7 30,224.5 64,918.2
texico 1,222.2 1,082.2 147,9 i 1,230.1 1,032.2 147.9 1,230.1
ilgeria 2C,240.8 1,024.5 535.5 ? 1,534,4 - - -
Thatland 15,632.2 127.6 1,3T0.5 L2,029,1 485.1 867.2 1,352.3
Zalre 145,421.4 2,172.9 6,535.1 { 8,705.C - - -
Other ‘ 33,052.2 2,842.7 1,325.3 % 4,169.0 1,275.5 1,180.7 2,456,2
Toteel §.231,081.4  $70,492.9  $63,942.5  $134,435.4_ $.62,446.5 §.53,052.5  $115,499:1
] .
i

e -
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installmei ¢s totaling $48.3 million bn loans having an outstanding principal
balance of $53.4 million.
Some reschedulings include capitalized interest, which has been

previously credited to the Reserve for Contingencies and Defaults. At

_ June 30, 1276, the Reserve of §1,718.9 million includes $65.2 milliea

of such ou:sr.%r_\ding capltalized interest of which $2.2 milliun is 93 daxs
or more past due. The Reserve also includes past due interest and Interest
oa Jdelinguent loans totalong $79.3 millien.
Note 6° Losses, Claims aud Reserve for Contingencies and Defaults.

No loans were written of in FY 1976. Losses, claim pavments and

recoveries for the last two fiscal years are:
. {$ Thousands}

Fiscal Year 1976  Fiscal Year 1975
Loans written off $§ -0- $ 8.3
Guar-atee claims paid 4,053.3 2,553.0
Gua;'antee recoveries (5,133.3) {4,275.7) B
Tisurance clafmd paid = - - - 9,133.6 - 5.516.3
Insurance recoveries (2,150.0) {2,082.6)
Claims Paid, net of recoveries $5.903.6 $1,757.2

The risk to Eximbank from porential losses and claims is not
susceptible to accurate measurement because 2. the unpredictable nature
of future worldwide economic and polfiti.al conditions. Eximbank's entire

Reserve is available to ~over such lusses, claims and contingencies.

__Eximbank has a Reserve {or Contingencies and Defaults of $1.7 billion which

is 15.9 percent of outstanding loans and 1.1 percent of world commitzents.
This Reserve, coupled with Eximbank's $1.3 billion Capital, amounts to 25

percent of outstanding loans and more tham 9 percent of world comzitments.”
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Nete 7: Commitments and Contingentiliabilities.
Eximbank's worldwide comnitments, shown below, incluce contingent
liabtlities totaling $10,022.0 million at June 30, 1976, arnd $8,769.4

million at June 30, 1975.

($ Millions)

June 30, 1976 Tune 30, 1975

Outstanding LoanS.es.seececencncecss ... $ 10,830.4 $ 9,882.7

Undisbursed LoanS.ecececoccsocscconccas 7,231.1 7,06}.6

Guarantees Contingent Liability....... 5,986.3 5,260.6

FCIA Insurance Continpent Liability... 4,035.7 3,508.8

Total $ 28,083.5 - __25,695.7

f
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