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To the Board of Directors
Overseas Private Investment Corpcration

we have examined the balance sheet of the Overseas
Private Investment Corporation as of June 30, 1376, and
the related statements of income, changes in capital ana
reserves, and changes in financial position for the year
then ended. This examination was made pursuant to the
Government Corporation Control Act (31 U.5.C. 341 et sag.)
and in accordance with generally accepted auditing standards
and incluged such tests of the accounting records and sucn
other auditing procedures as we considered necessary in
the circuwstances. we oreviously examined and reporteu
on the Corporation's fiiancial statements Zor fiscal
year 1473,

The Overseas Private Investment Corporation insures

loss of their overseas investments due to expropriation;
inconvertipility of currency; and war, revolution, or
insurrection. A&s of June 30, 1976, the Corporation's
insurance reserve for such losses amounted to $204.7
million. However, as explained in note 7 to the financial
statements, potential charges against this reserve for
claims filed totalea $395.5 million, consisting of
direct liabilities related to claim settlements (S$35.1
million), claim settlement guarantees (5121.7 million),
pending claims ($80.7 million), and unresolved disputeu
claims ($154.0 million).

Section 237(c) of the Foreign Assistance Act cf 1961,
as amended, (22 U.5.C. 2197(c) (Sup. V, 1Y75)), provides
that the full faith and credit of the Unitea States of
America is pledged for the full payment and performance
of ‘obligations incurred by the Overseas Private Investiment
Corporation under its insurance and gquaranty contracts.
Thus, if claim settlements exceed available reserves,
the Corporation will ope required to either pborrow funcés
from the U.S. Treasury or reguest supplementary funds
from the Congress to pay the claims.
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The Corporation can augment its reserves w1th
retained earnings, put it does not use its earnings
solely for that purpose. During fiscal year 1976, it
increased funds earmarxed for making loans by trans-
ferring $10 million from retained earnings to the Direct
Investment Fund (see rnote 4). Accoruingly, that amount
was no longer available for transfer to the insurance
anc guaranty reserves snhould augme.tation be needed.

Due to the many uncertainties affecting the
foregoing claims, as well as those affecting liabilities
the Corporation has on other insurance and guaranty
contracts (see notes 7 and 8 to the financial stacements),
we are not able to express an opinion on the adequacy
of the amount reserved for losses the Corporation may
sufrer as a result of its insurance and guaranty
contracts.

In our opinion, except for the adequacy of the
amount reserved for losses, the accompanying financial
stateents present fairly the financial position of
the Overseas Private Investment Corporation at June 30,
1976, and 1975, anua the results of its operations, the
changes in its cap1ta1 and resarves, and the cnanges
in its financial position for the years then ended.’ln ”
conformity with generally accepted accounting principles

applied on a consistent basis. .

Comptroller General
of the United States
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Furniture, {ixtures and leasecholc

BALANCE SHEET

147¢
ASSETS

Cash and Llnvestientco:
Cacu $103,075,83C
U.5. obLiagations ot cort
plus avcerued interest (which
approximates markel="lote 3) 254,278,749
Forerun currenhcy (U.C.

-equivalent = hote Y}

Direct Invertiront Fundé

loans ouitstanding (Note 4) 21,886,741
Accrued intorest ¢ fcecz ‘ 2,861,293
Accounts recceivoble 6,690,259
Prepaid rcilunsurance oremiums 1,320,252

“improvereiits T (4t cont” legmwe s e

deproeciction and amcrtization

of $121,694 in 197«

and $164,323 in 1971) 164,206
Assets acuuired in claims

scttlements (net o:

provisioa f{or

unrealizable assets ol

$76,302,574 in 1976

and $86,113,529 in 1975-Note %) 43,160,538
$433,469,86%

June 34,

1975

$105,347,-56

22,858,255

313,213,859
321,320,270

21,132,271

2,804,669
7,070,235
1,178,216

- -,

91,678

43,160,538
$3+6,3857,980




1976
LIABILIT1ZS, CAPITAL & RESERVES
Liabilitiec:
Account— rav.able & accrued expensec S 1,372,824
Clar«~s vyavaule 860,00¢

Dirrct liacitlitr s related to claims
’ ceLt lement s (Mot~ 50
Particiwations in DIF loan-
Fees hele ponaing claims determination
Unearned premiunms

13,160,53¢
2,921,461
224,00t
17,582,749

66,121,600

Contingent liabilities (Motes b,-7 & &)

Keservegs:

- - e
S e

Capital &

50,000,000
204,061,966
21,346,147

Capital helit Loy Ul3. Treasury (Jdote 4)
Insurance tecerve (Hotes 6 & 7)
Juarantyv reserve (llotes & & 8)
Retainea narninus
Foreign currency allocation from

U.S. Treasury (dote 9)
367,345,265

Total Liabilities, Cazital &

kederves - $433,469,860

June 3

$

31,340,135

o,
1975

1,577,783
7,851,176

43,160,533
4,127,665
105,020
16,489,943

73,312,125

40,000,000
170,492,165
41,690,838
12,148,973

13,213,859
373,545,855




STATEMENT OF INCOME

REVENULS

Political riss insuvance premiums
Less=Premiuis on shared risks

Investinent yua.anty feee
Direct investment interest
Other teecs

Intercst

B T T P, . -

Revenucs

ADHINILGTRATIVL LXPENSES

Salarics & benerit:z

Cortractual seorvices

Rent, communications & utilitics
Travel & rewrescntation

Printinyg, reprouuaction & supplies
Depreciation & amortization

AdministrativeExpenses

NET INCOME

For the Year Endea June 3¢,

197¢

$34,570,017
et ,54¢
27,282,403

2,668,494
1,419,522
540,358
31,910,840

21,851,944

53,762,784

2,777,74¢C
1,067,528
392,722
177,047
136,754
19,331

4,571,622

$4v,191,162

$

1975

30,280,937
_4,14¢%,5573
20,111,304

2,787,1s¢
1,248,756
30,293,453

17,945,471

45,241 ,9c4

2,657,531

1,389,871

$

325,865
263,826
171,829

24,035

4,835,272

13,106,632



STATIHERNTD CF Cd il I
CADITAL

Eatan:

Jaly 1, 1973 $43,002,0Cu

Het income

Payments
claims scttlements

t

Reccovaeries on rrior
yexrz clziTs
s:ttleronts

Transters from
recained earningjs

Fcreign currency allocaticn
mn)Bc.m.anouu;«<

1475 40,CC7,00

Loowir/Es

For the

INSUPSNTE

RECRVL

ot
o
[

-
o
(Ve
—

-
Co
I
[

(41,814,489)

LN

,712,850

32,000,000

176,492,145

'wo Years L:-ic ] June 30,

GUAFANTY

(7,u47,1309)

201,430

4,000,000  (40,000,000)

D

El,6%0,43y

$ 8,742,281

43,406,632

12,134,473

19,0

Forfistl CURLs

ALLOCAHTT TN

.u\/‘.h.

T>7ML

$3G69,8¢&9,7¢60

43,306,592

{d44d,%61,731

5,917,330

13,213,867 &

~—
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bt oine o ’ 435,121,162 49,1¢1,1¢c2

| R

clui-s e 2nil - onr (c60,0L0) . (cle,934) ( 1,676,334,
Kecoverios cn price

years clai-s

sotklr . 2nt:z 9,022,801 472 2243 9,532,084

U N from
2voired earningc 1.,CC2,cus 26,050,000 ¢ (30,C0u,000)

nocurrconzy returncd

“lg i
to U.5. Treasury _ e e . _ (13,2123,659) (13,.13,5%9)
Balance . . .
June 30, 1976 720,000,000 $204,681,986 §31,316,047 $31,340,135  __ -0-__ $357,43,24%

:
N
w
t



Statement of Changes in Financial Positior

Sourcc GIids o
Mot Lacoa S
Depreciatlon and adwrtization

Net rocov r1-0 (o mente,
on clatne scetilements

Increase {docteane)-in:
Uncarsv 1 prosiang
Foo s held o 1:ing clain

deterniraatiion

Decroare (1ncrease) 1n:
Accounts receilvable

. .- - - - - . L. .

Applic:tion ui bandac:
Forei:nn currency 21location returnes
to {rceeive. from) U.5. Treasury

Additions Lo furniture & tixtures
Incrruse {ucct rase) 1in:
DIT loans ¢ trotanalnge
Preozia rewnourance
ACCIUTQ 1D TOST o Lead
Decre .0 (1noreoazo) 1o
Arcounts eV le & aeCrucu exXxoensecs
Clarms raal e
Purticivations 1n DI: loanc

Incrrace 1n Cash and lnvest.asonto K

For the Year kEnded June

1970

49,1%1,162
1y,831

7,425,110

1,092,80¢

13,213,85¢%
v2,35¢

755,370
142,03¢

86,624

204,95¢
r a4l , 17
Lt , 1oy

PRITRSENEN Y 1

w
<

1975

$ 43,406,692
24,035

(42,944,464

1,410,168

(2,558,487,

(5,550,963)

(13,213,833°
14,167

{074,192
(71,04%<

1,234,680

(335,+.1
4,3502,0
Y71,80

(0,271,722

5 2,010,7°

—————




NOTES TO il PLUANCIAL STATLOLITTS

NOTE l: BACKGROUND OF COKPORAIION

Title IV ot tne forern assictance Aot of 19ul, as auenanc
oy the Foreidn scsistance act of 1¥6Y (Public Law 91-179%) (necreinatter
called the "ras"), authoricce tne creation of the Overscas Private
Investnent Corvoration (hereinatrter called UPIC) as 2 whollv-owned
U.5. Governnernt cornoration. T'ne interinm 2aministration of tne
Proiras.c ane activities oi IWIC was deleaatey to the Agenc for
International Develonment troi. becember 30,, 1vv? to Januar:. 1%,
1,71, at whica tane Lxecutive 9rder 11579 transierred to OVIC

all obligativns, uZsets and relured rights and responsibilities

of preucecessor proaramc and authoritiecz,

M e - - me .- L] e

£

Tne Overceas Private Investment Corporation Amendments Act of
1974 (Puwlic baw ¥3-390), waicn was enacted on August 27, 1y74,
amends JPIC lejislation in several respects. Amona its orovisions

are an aquthorication for OPIC to Lorrow up to 5160 million Lrom the

i~ h

United Stotec Truasufy”Lu Jl:gﬂargc CPIC insurance or reingurance
liabilitics anu an exprression of intent that entities other than
OPIC particitate In the direct underwriting of political riuk
insurance. Purcuant to F?}; m;nd:te,_QPIC.(l) particinate: Qith
private incurcrs in the Nverscas Investment Insurance Srouw, which
functionc ao o Lirst=loss ouoel couvering exuvrorriation and inconvert-
ipilits risks on new incuraence and most of OPIC's existing rnsurance
portfolio and (2) is organicing o senarate unincorporatea nnurancs

association oi incureds to underwrite certain war risl 1nsurance.



SUMZARY OF PRINCLEPAL ACCOUNTING POLICIES

HOTE o
The Signiilcant volicies are sumaarized below: ©- e

linc . .o Revugnitiion:  Kevenue trom political risk insurance
15 roecoilLlave 4 LNCvme Iatdakl s OVer tae contract vear. All
other Lovonde 10 COCOQRISCd Vil earned 1n accoraance with generally

acceotoeu dllounliulilg Lrincivlew,

Neoreciation and Amortisation:  Furniturc-engd ferxtures are
deoreciatoa on a sceratant=line pbaczis over a l0-vear life. Leasehold

improveaents are wasor<iced over the life of the related lease.

Faniente e Incuc

Qo 20 Llaims Settlementcs: Pavments to investors

(v

on ¢lali. Sebtleacngs ary c.ﬁgged directly to the applicable Insurance
or Guar.iably eoelve at Lae tiae a pavaent 1 maue 6: tne wayment
cbligatiun 1o rrrevocacdis cotanlished., All recoveries made in the
cource o. liguld.tlni assels acauired in the settlement of claims

are crouited to tne kKeserve agalnst whicn the related claias were

characu,

Arcets and Llrect Liwvilitics Relateu to Claims Settlcemonts:
OPIC may accdlie wosoetz, or an lunterest 1in assets, as a result of
claimec settlements. For ascts cesuired by-reason of claians pavments
CNaradcy Lo LiLu L1LIUrancg ol Guaraentv Res:rve, full mrovision hac
Deen Maul Lol thne Dussliloility tuat value muv not be realizeus To
tue exto.nt that 22IC nu. interests in ascets derived by virtue of
OPIC'Z unlu_IU2KLLiC O ..ave clal.S paymentc 1n aavance of receint of
tne pavieonts we which el 1o subrogated, correcoondina liabilitiecs

ar< ra.iccteae in tne financicl statementc.
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NOTE 4 DIRICT ISVELTMENT FUND .

X

The Fia autliorizeg tuae ectablishment vf a Direct lnvesiment
Fund {(DilF), tnat consisted 1initially of the $40,000,000 paid in as
capital o:r the corvoraticn, to be used to make loans repayvable 1in
United St.ates dollars. Tnis fund 1s charged with realized lossés
and credzited wilh realiced gains ana such a2dditional sums as deter-
mined vv the board ol Dlrectors.- During 1976 OPIC increased the DIF
by $10¢,uUU¢,JduU 1n coanection with the transfer of $10,000,00C
from retained earnindgs to capital held by U.S. Treasury.

The status of DIF on June 30, 1976 and 1975 was as followec:

197¢ 1373

(Millions of Dollafs;

DIF Ciblbluleeeeeenescneanonaas 50 4cC
LesSs UnCUNTlitlluescasccoccnnss 1< 1z
OutsStandlng CURMILMEHL e eeeoese - 32 2z
Less undisburccu pOrtiohieeee.. 1z &
Net 10ans outstandinG..esesees 160 1-

Procecus receiveu by OPIC trom the cale or participations were
credited tu the LIF tor further lending in accordance with Sections

231(c), 225{(b) and 239(d) ot the FAiA. The fiqures acove are ret

of such participations, which amounted to $3 million in 1976 and



1

$4 million in 1975. Pursuant to provisions of Sectiong 2314(4d)

and 234{c) of the Faa, QPLIC hac quaranteed fuyll payment of the
participatea wortion of DIF loans. Thic liability fo;' outstanding
participations is included in the amount of investment guaranty

outstanding (Note b).



NOTL o ¢ AT UL TR DIRLCY LIABILITILS RELATED TO CLALMS

Ac g reoull vl Ciulas settlements, OPIC owns or has an interect
1N Ceriain wsouwts {vrrrarily notes receiva.le) havinag a vilue, bpased
upon tie rolaeted claiwe vayment, of 3121,403,112, ©f theze assetc,
$76,302,L/+ wore aoaulrlva L7 rceason or claias paveents cnarjed te
the Incurance and Guaranty reserves and full provizion hes been made
on OPIC's books tor the pussivility tnat their value mav not be
realizecu. UPLC nus received artial recoveries on claims to which
these cuscets relate, and managewent intenas to exercice legal

remedies neceosarvy to collect on these assceto.

§.

Tne balance of OPIC's clains-related azsects, valued as
$43,160,,3., rewresents an interest in future pavments due under
cértain wromissory notez Juaraunteed by OPIC unaer ¢laims scttlements
and 1t o uaaranty authority. OPIC wil.! have to muxe payments under

these qguuranties orior to receivt of payment from the osligorc.

-~

QPIC's vavient ovblinations are reflected in the liabilitvy cection
of the bLualance Shecet and thelr wuc dates ave shown in Hoter 7 anc
t. ApLrusimately 530 million of this sum represents an intcrest
in notcs oi Bocriuad liinera Ll Teniente S.h. to be purchased by
OPIC from the holder in 1478, and as to whica the Republic ot

Chile iz obliuvated to make payments in semi-annual installments

through ,June lYbwy,



L

HOTE o :  SoAruUTIORY RESURVLS AND FULL DALY AND CREDIT
1
Section 23.(c) ol the FAA cctablished senmarate funds known
as the insurance Kecerve and the Guaranty leserve for the

respective Jdischnarge of licbilities unaer investment insurance

and under guarantilez 1ssucd under Section 234(b) of the FAL and

[a}

similar vreuccessor guaranty authority. Toth Reserves nmay o
replenisnca or increased at any time oy transicers froas OPIC'z
retained eafnings or by new Congrescional aowronriations. CRPIC's
retaincae earninues as of vune 3V, 1975, availasle for trancfer *o the
Insurance or Suaraniy Reserve, were $31,340,135,

Shoulu OPIC'S funus nol be sufficient ait any time to diw-
charge OPLIC's obligations arising under investment insurance or
guarantices, &o thé case mﬁy be, Conaress would have to avuro-
priate fundz to tulfill the pledae of full faith and credit to
which suchr owligations are entitled. Standing authority for
such approvwriations is containcd in Section 235(f) of the Fak.

All investaent insurance given by 0PIC, all auaranties given
by OPIC in connecction with the settlement of claims under invest-
ment insurance and cll guaranties referred to in the first paragrash
above consctitute obligations of the United States of America. The

full faith any credit of the United States of America is wledgea for

the full payment and performance of such obiigations.



3

NOTL 7 UQLIUATI‘\‘)NS U;\CI.IL'D Y TNSURANCLE PLSURVD

The incurance Kesegve as ol June 30, 1Y7o totaled $204,661,98¢6
and OPLC nas cash ana UY.os. obllgations suwvstantially in excess of
this asount. Jlalms adainst the Insurance Recerve could arise from
certain liaviliti. cnown on OPIC's Balance 3nect and certain
contiuvent liabilitiecs.

virect licbilities related to claims sctilements and cnargeable
againcu e Insurance Keserve amount to $39,085,538 as of June 30,
157v, 9P1C will be reguirecu to make payments to discharge these

lianilities in the followiny fiscal vears anu in the following

amountco:
Fiscal Year(s) OPIC Liability
1%7%c 336,008,710
155u=1v.. 3,076,020

$39,085,53¢

Conuvinient vbligations ol OPIC which could give rise to
future adultional clalis on the Insurance Recerve includce obliga-
tionz under (A) guarantics izzued in settleront of claims arising
under 1avcstuent insurande contractes, (2) nenaino claims under
investnent incurance contracts, (Cl unresoived disputed claims and

(D) Hutctanuln: investment insurance contractz. These four cate-

.
-

gories oL continagoent claims are discussed in more detail in the

balance or this Note.



b e e bt A AT et

(A) Claias Scttlement Guarantiecz

purcuant to Sectionc 237(1) and 239(d) of the FAA, GPIT hac in
some L1nstances séttled claims aricing unuer 1nvestment insurance
contructs by 1ssuing pavient guaranties in cukstitution Lor the
insurance obligationc bein:g discharcea. These claincs scttlement
quaranties represent contingent obligations of OPIC backed ov
the Incurance Leserve.,

The contingent liapility of OPIC as of June 36, 1974 under these
guarantcies, incluuing liability as te interest, was 5121,676,169.<
If tne 5rinciual obligors aefault in full, and if OPIC coes not
exercise certaln orepayment rights, OFIC would be liable auring the

following fiscal vears for the followinu amounts:

riscal Year(s) Amount of Liability
1577 5 20 693,71%
1978-1982 76,213,325
1963-198¢ 24,769,127

$121,v70,106Y

Of Lhue total OPIC contingent liability under claimcs

settlement yucarantiec, $104,571,47)1 represents guarantiec of

oblioations either incurred by the Government of Chile in

compensation agreements with OPIC insureds or recognized
by tne Government of Chile in respect of debt previously

insureu by OPIC.



(B) ‘ending Claimz

OPIC tolluws a pulicy ol recoraing Lnvestment insurance contract
clarme oo financial liubilities only upon determinations that sucn
claims are valid. In tre case of most cxprorriation cl%'ms, tne
expronriatory action wust continue for a veriou of one yvear before
the clailw matures. Pormal avwplications for combensation are qenerallw
fileu only withr reswect tu mature claims and specify the particular
events wiich have occurred and which, in tne opinion of the investor,
subject OPIC to liability., WOJPIC has six months, from the date the
investor's awplication Lor cumvensation i1s complete, to process the

clain and wuke 1Ls determination.

Tne total ausount of comnensation regquested from OFIC in connection
with clairas so filed, but not vet determinea, is 580.7 million,
arisiﬁg oul oif ninc claius, eight of whica were unaer expropriation
coverade and the ovther under inconvertibilitv. 9QPIC has not made the

necessary {inal determinations as to any of these claims.

In addlrion to requiring formal arplications for claimed cempen-
sation, the UPLC contracts rewuire invectors to notifv OPIC promptly
of noct yovernuent action which the investor nas reason to believe is

—OI-May becuwe an exprobrlatory action. Careful investor cowpliance
-

with this notice vrovision will sometimes result in their f1ling

notice of events that do not mature into exprooriatorv actions,



The hignly cweculative nature oL these notices both as to the
likelihood that tne event relerred to will constitute exwronriatory
action ond the amount ol coumwencation, if any, that may Lecons

Gue leads VPIC Lo fullow a consistent policy of making nc

reference to such notices in 1ts financial statement. any claims
that miaht arise from theso situations are, of course, encompassed
in managexment's estimate tnat maximum potential exposurc, prior to

reinsurunce, under cxisting Lnvestment insurance contracts is

$3,080 million (Note 7D).

In addition to the forevoing there i3 2 suit mending against
QFIC that is believed to be without merit. In the unlikely event

of recovery thercunaer no material adverse effect on OPIC's financial

position would result.

-



{C) Znresolved disputed clalms,
Two exorowriation claims totallina 510+ million subnittea
in 1472 oy Phe Anaconua coabdaily and a subciclary remain unresolved
ana are 11 litigation. Because of anparcinit pias or unduc influence
1n ot arsitral proceedinis, OPIC i1s secking to set asiuc an arbitral
gecicion Cinaing UrlC liable (with the amount to be determined by
furtner vroceedings). OPLC, upon the advice of legal counsel,
Folicves that 1t is reacsonable to expect thct the arbitration award
herczoLure eintereu will ve vazated and that the guestion of OPIC'c
licoilityv will e presented to a new arbitration panel. I£ OPIC is
recuired to pay compensativn, it would be cntitled to a proportional

snare in the substantial pavment in cash and notes reccived bv

Anaconda in a 1974 settlement with the Government of Chile.



(D) Political Risk Investment lnsurance
OP1C issucs investment incurance under limits fixed by t
leaiclative authorization i1n the T'AA ana ufloc authoritie..
utilicution ot these authorized amounts as of June 30, 197
{excluuing obligations under quaranties i1ssued in settlement
claims) was ag rollowe:
Leaisiative
Authorizationg Uncommitted Dutstan
{iiillions of Dollars)
Priox
Authorities 3,012 - 3,012

FAA'Sectlon

23 7,500 4,354 3,140
Tv,512 1,354 o, L5¢

since OPIC mey and oiten does insure the came invectiient
against turce difierent risks {inconvertibility of currency;
exprovriation; ana war, revolution or insurrection) it ic
theorctically possible tunat an investor could make successive
claims unaer more tnan one cuverage with resoect to the saac
investment. The cutstanding amount reflects this theoretical
possibility and in auuition includec provisions for insurance
as to which OPIC ic not currently at risk but is contractuall
obligated to wvrovide uwon tue investor's future request to

cover increases .in investment and retained earnings.

he

The

of

dins

Y



The odlistanalily abount bursuart to Legrslative Authori-
1

zations is of little use 1n evaluatinag realictically OPIC's
Maxil.luad exposure as ol June 39, 1970 to iLncurance clainaz,

pecause 1t incluues insurance itor wnich OPLC is not currently

[

at rich and occause it 1o imorobable that multiple payments

would oo mode tor gach iuvestmeat. HManaacment believes that o
more acourate rcpcescﬁﬁation of OPIC'e maximum potential exposure
to future clai1ias arising trow 2xisting i1nvestment incurance
contracts can be obtaliee Ly aZsuming that only one claim would be
prouant under cacn coniract ang thqt the coverane under which tne
clai. wouald be brouant woulu ve the coveraje with the.hignest
amount oL current insurance in force. Raceu on this assumption,
ﬁanaqcment veliecves CPIC'sS naximum potentiul ligrility to clainc
as ol Junc 3u, 170 1: $3,080 million. after giving effect te
OPIC'S risx SJJrin;.::rangements withh the Overceas Investaent
Insurance srous (dote 1) and reinsurance with Llovd's of Lonaon,

tnis maximua exwvosure 1is further reduced to 33,019 million.



NOTE 8: OBLIGATIUNS BACKLD BY GUAﬁANTY’RESERVE

Scction <35 of the FAA reguires OPIC tu have, at the time
OPIC coumitle 1tselfl to 1ssuce any guaranty under Section 23«4 (b) of
the FAA a Guaranty Reserve cqual to at least 25 percent of
guarant:ics then issued and outstanding or committed under 234(b)
and prior authorities. As of June 30, 19v7v, the $81,346,147
Guaranty Reserve (representing cash and marketable securitiecs,
except fur miscellaneous items which in the aggregate werc not
material) exceed Ly $31,307,345 the reguircd minimum reserve. (See
Note 6 for description ot the Guaranty Reserve and full faith and
credit statuc of OPIC guaranties.) Guaranties under prior authorities
and Section 234(b) of the FAA include guaranties of debt, eguity,
and participation in DIF loans. The outstanding commitments at

June 30, 1970 were:

Legislative Total Outstanding Currently
Authorization Uncommitted Commitments at Risk
' {Het of

Kepayments)

Prior

Authorities v 44,537,863 —— % 40,537,865 $ 40,537,865
FA;, )

234(b) and

230 . ceenas 750,000,000 $590,382,655 159,617,345 116,473,229

$796,537,865 $590,382,655 $200,155,210 $157,011,094



R

- -

ot

.o Jdaoiy 1vlo v2lle acquilred $5,000,000 princimal aaount of OPIC

qUArauLUCy PLJINLSCOrY notes, together witn accrued interect tnereon,
reculilnd it o Cadl e agalitol wuaronty Resorve.  In Auauct 1976 the
WIS toat. ul blroctors voted to allocate 56,000,000 to the Suaranty

kogerve frow octalne d nLarninge,

“ne Luolance oheer anw Lorejoing tabulutione include o
direct liaorlit ol $3,07.,000 chargeaol» avainct the Cusranty

ccervo. ‘Fhic lriaoility io vavable in ten scemiannual princica

L
instalitnents ol $407,290 vesinning Decemwer 51, 187€.  Wwhen OPIC
rmaxeos vayments, it will acouire notez which have peen reschedulec

cursuant to an agreement with the foreian enterprise.
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NOTE Y: FORLLGn CURREONCY ALLOCATICN '
The allecation of 31,817,200 Pakistan: rupees (U.S5. cauive-
lent $3,213,u59) and 5,556,000 Lgypoian pounds (U.S. equivasrcns

510,000,000 made available to OPLC 1n 1975 trom excesc currencier

held by the U.5. Trecsury were returned to the Treasury during

fiscal 197v.
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'REPORT OF THE
COMPTROLLER GENERAL
OF THE UNITED STATES g yppiuithu

Export-import Bank’s

Financial Disclosure System
For Employees And its
Procurement Practices

Standards of eth.ical conduct for Government
officials are prescribed hy Exzcutive order of
the President, In line with this, the Export-
Import Bank established a financial disclosure
system to monitor the financial interests of
some employees. Although the system pro-
vides for full disclosure, the system couid be
improved.

GAO recommends followup action to moni-
tor the effectiveness of the system and estab-
lishment of procedures for prompt coilection

of all required statements anc for timely
review and approval of statements submitted.
GAQ found that Eximbank's procurement
practices were adequate to protect the
interests of the Government: ————
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COMPTPOLLER GENFRAL OF THE UNITED STATES
WABHINGTON, D.C. 0848

a=-135101

Ine donoraple John E. MoOss
House of =nepresentatives

Dear #r. 10sSs:

- - -

se to your request of GOctoper 3, 1975, we

osure system for financial interests and

1
ices of tne Export-Import Bank of tne
inocank), a wnolly owned Government

1 aawIam T
S

v
gcuremant 2
Unitea States
corporation.

= ﬂ 2

we mace our review at eEximpank‘'s office in wWashington,
0.C., wnere we examined financial disclosure statements
filed for fiscal year 1975 to determine whether persons re-
quired to file nad aone so, and financial interests of a
selected sample of employees. we determined wnetner these
employees had filed as raquired in previous years and re-
viewed their position descriptions. we also reviewed finan-
cial interests helda in grevious years for employees whose
1975 holdings appeared toc conflict wich their activities
and the responsibilities of several employees not required
te file financial disclosure statements to determine whether
tney should be filing statements. The confidentiality of
the employees who filed statemen:ts was maintained at all
times.

we dia not review the financial disclosure statements
of tne tive Presidentially appointed pank directors. Execu~-
tive urder 11222 requires treir statements to be filed ’ ‘
directly with tne Civil Service Commission. As part of other
ongoing assignments, we are reviewing Civil 3ervice Commis-
sion 1mplementacion of tne Executive order, and the financial
disclcsure system for high ranking Federal officials, includ-
ing tne Eximoank airectors, and will be reporting separately
to tne Congress on the results of those raviews.

Altnough Eximobank's regulatlons generally conform witn
{ivil Service Commission financial disclosure guidelines, its
system for reviewing the statements has not always prevented
appearances of contlict of interest.
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Our tests dis<losed 29 instances in which 7 employees
were involved in transactions which directly or indirectly
benefited firms in which they held financial interests. Re-
cent actions by Eximbank should strengthen the disclosure
system; however, we believe Eximbank needs tc monitor the
effectiveness of the system by reviewing--on a test basis--
the activities of employees who hold interests in firms with
which Eximbank is directly or indirectly involved. The col-
lection and review of financial disclcsure statements also
needs to be improved; 23 of 149 statements regquired to be
filed in June 1975 were filed 6 to 7 months late, were in-
accuraiely dated, or were not filed at all. In addition,
Eximbank did not review the June 1975 statements until
September 1975,

We examined procurement actions for fiscal years 1973-
75 and discussed procurement with agency officials to deter-
mine the adequacy of procedures and practices. Procurement
actions generally complied with informal agency requirements
and with Federal Procurement Regqulations.

Details of our review and our conclusions and recommen-
dations for necessary corrective actiop are included in ap-
pendix I. : .

As requested by your s:aff, Eximbank was not given
an opportunity to formally comment on this report; however,
we discussed our findings with agency officials during the
review and they agreed to act on the matters discussed in
the report.

As you know, section 236 of the Legislative Reorganiza-
tion Act of 1970 requires the head of a Federal agency to
submit a written statement on actions taken on our recommen-
dations to the House and Senate Committees on Government
Operations not later than 60 days after the date of the
report and to the House and Senate Committees on Appropria-
tions with the agency's first request for appropriations
made more than 60 days after the date of the report. We
will be in touch with your office in the near future to
arrange for release of the report so that the reaquirements
of section 236 can be set in motion.

Si T \'4 yo;;i%;i~ ég; - 5 |
wless ¢ .

Comptroller General
of the United States
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APPENDIX I APPENDIX I

EXIMBANK FINANCIAL DISCLOSURE SYSTEM FOR EMPLOYEES

AND ITS PROCURSMENT PRACTICES

BACKGROUND

Eximbank was created in 1934, and was made a wholly owned
U.S. Government corporation by the Export-Import Bank Act of
1945 (12 U.5.C. 635 et seq. (1970), as amended). Its princi-
pal activities have been to aid in financing and to facilitate
exports from the United States to fcreign countries.

Eximbank makes direct loans to foreign buyers, usually in
conjunction with loans made by others, to finance the export
of U.S. goods and services sold on credit terms. Under its
discount loan program, Eximbank makes loans to domestic com-
mercial banks that hold export debt obligations. It also
guarantees the repayment of expor: loans made by others and
insures amounts owed by foreign buyers to U.S. exporters. In
addition, Eximbank arranges for financial institutions abroad,
called cooperative financing facilities, to extend loans at
their own risk for purchases of U.S. exports. Eximbank, in
turn, lends the institution half the funds and, for cases
where the institution borrows the other half, may guarantee
repayment to the other lender.

At June 30, 1975, Eximbank had $9.4 billion in out-
standing loans, $7.0 billion in undisbursed loans, outstand-
ing guarantees of $5.3 billion, and insurance of $3.5 billion.
During that fiscal year it processed about 6,000 loan, guaran-
tee, and insurance transactions.

Eximbank receives no appropriated funds but is author-
ized to borrow directly from the U.S. Treasury and to have
outstanding at any one time up to $6 billion of such borrow-
ings. At June 30, 1975, Eximbank notes payable to the U.S.
Treasyry totaled $207.1 million.

Eximbank's activities lead to continuous direct and in-
direct involvement with many private firms; therefore, it is
imperative that its employees maintain the highest level of
standards of ethical conduct in performing their duties.

FINANCIAGL DISCLOSURE REQUIREMENTS
AND AGENCY PROHIBITIONS

Executive Order 11222, dated May 8, 1965, prescribed
standards of ethical conduct for Government officers and em-
ployees and directed the Civil Service Commission (CSC) to
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establish implementing requlaticns. In November 1965, CSC
issued instructions requiring each agency to prepare employee
conduct standards and to establish a review system for em-
ployee financial disclosure statements. Standards of conduct
regulations established by each agency must be approved by
CSsC.

Eximbank originally published standards of conduct regu-
lations in February 1966 and revised them in 1967. Eximbank's
current regulations were approved by CSC on July 30, 1973, and
became effective on August 9, 1973. These regulations include
a financial disclosure system for employees and established an
Ethics Committee consisting of the First Vice President as
Chairman, the General Counsel, Deputy Counsel, and Vice Presi-
dent for Administration.

The Ethics Committee's responsibilities for financial
disclosure include (1) assuring that no person is appointed
whose direct or indirect financial interests conflict or ap-
pear to conflict substantially with that person's duties at
Eximbank, (2) consulting with the Chairman of the Committee
on review of financial interest statements, (3) consulting
with officials on employee reguests for exemptions from the
requirement to disqualify themselves on matters involving com-
panies in which they have an interest, and (4) reviewing re-
qguests for exemptions from the requirement to file a financial
disclosure statement. The Committee also has related duties
involving gifts and gratuities, outside employment, and re-
sponse to inquiries on sensitive matters. .

The Chairman of the Ethics Committee was designated as
Counselor and the General Counsel as Deputy Counselor on
Ethics. The Deputy Counselor is responsible for providing
authoritative advice and guidance to employees on standards
of conduct.

Statements of financial disclosure for positions requir-
ing them must be filed within 30 days of appointment to the
positions. Supplementary statements are reguired annually oa
June 30, regardless of whether changes have occurred since the
last reporting. 1In addition, because of Eximbank's continuous
dealings with the. private sector, beginning in July 1975 all
GS-1ls and above must report any security transactions within
10 business days to the Deputy General Counsel who, in consul-
tation with other Committee members, reviews them and informs
the Counselor of any unresolved conflicts. This requirement
was approved by the Civil Service Commission on June 11, 1975.
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The Counselor reviews all financial disclosure state-
ments in consultation with the members of the Ethics Comrit-
tee as he deems appropriate. He ic responsible for resolving
conflicts or apparent conflicts of interest and, if he is un-
able to do so, for reporting the matter to the President of
Eximbank. The President then takes appropriate remedial ac-
tion to end the conflict or apparent conflict, including
change of assigned duties, divestment by the employee of the
conflicting interest, disqualification for a particular as-
signment, or disciplinary acticn.

Prohibitions affecting Eximbank employee financial
holdings are included in the Export-Import Bank Act of 1945,
as amended, and in Eximbank regulations. The Act as amended
{12 U.5.C. 635a (2)) states:

"No director, officer, attorney, agent, or employee

of the bank shall in any manner, directly or indirectly,
participate in the deliberation upon or the determina-
tion of any guestion affecting his personal interests,
or the interests of any corporation, partnership or
association in which he is directly or indirectly
personally interested.”

Eximbank regulations (12 CFR 400,735) prohibit an em-
ployee from

--participating in any Bapnk matter ir which, to his
knowledge, he, his spouse, his minor child, his part-
ner, or any organization in which he is employed or
negotiating to be employed has a financial interest;

--having a direct or indirect financial interest that
conflicts substantially, or appears to conflict sub-
stantially, with his duties or respoensibilities at the
Bank; or

--engaging, directly or indireztly, in £financial trans-
actions or furthering his personal interests, as a
result of, or primarily relying upon, information ob-
tained through his employment at Eximbank.

FINANCIAL INTERESTS OF SEVEN
EMPLOYEES APPEAR TO CONFLICT
WITH DUTIES PERFORMED

On June 30, 1975, 149 employees were required to file
financial disclosure statements listing creditors, interests
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in real property, and business entities in which they had in-
terests. In accordance with CSC guidance, the amounts of the
interest or indebtedness or the value of real propecty is not
required to be listed.

We examined the statements of a sample of 63 emplovees,
28 of whom had holdings in 102 companies with which Eximbank
is involved. The companies were primarily U.S. firms whose
exports Eximbank facilitates. We reviewed 196 files of fiscal
year 1975 transactions with firms reported on financial inter-
est statements and made additional tests of 120 {iles of prior
years' transactions with firms reported on statements for em-
plocyees whose actions created the appearance of conflict
of interest.

We found appearance of conflict of interest in 29 cases
involving 7 employees. The cases involved 10 direct loans
totaling $39 million, 19 cooperative financing facility loans
totaling $5 million, and 10 guarantees related to the loans
totaling $4.6 million. - Employee actions which created the
appearance of conflict of interest include the following.

--An international economist made the economic analysis
of the imporcing country and signed a memorandum to
the Board of Directors recommending approval of a
direct loan of $15.7 million to a wholly owned sub-
sidiary of a U.S. firm in which he had a financial
interest. When we brought this matter to the atten-
tion of the General Counsel, he discussed it with the
employee, who said it was an oversight which had oc-
curred in 1974 and that he is aware of the need to
disqualify himself on such cases.

--A Deputy Vice President concurred in the financial
evaluation made of a borrower in connection with a
loan request of $1.1 million to finance export sales
of a U.S. supplier in which the employee held an in-
terest. This employee is now retired.

--A high-level official signed letters informing four
“"foreign borrowers ‘of the Board of Director's approval
of direct loans and requesting acceptance of terms.
Three of these loans, totaling $10.2 million with $2.1
million in a related guarantee, facilitated exports of
U.S. suppiliers in which the employee ha’i interests.
The fourtn loan for $7.3 million was made directly

to a wholly owned subsidiary of a comgpany owned 83 per-
cent by the U.S. supplier in which the employee had

an interest. The employee's interest in these cases
consisced of holdings in an unsettled estate which the

4
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employee expected to inherit. The Ethics Committee
never questioned this matter and the estate has since
been settled and the employee has disposed of the
holdiwgs.

~-A Deputy Vice President signed eight export lcar agres-
ments which indirectly facilitated the financiry cf
export sales of U.S. suppliers in which he had finan-
cial interests. These agreements provided loans .c¢ co-
operative financing facilities for specific loars meve
in turn by the facilities to foreign buyers for n»n.r -
chases from & specified U.S. suppiier. The loar: rte
taled $2.4 million, and four of the agreement*s p..o..ded
re'lated gquarantees totaling $968,000. In two n° :-hese
cases, the U.S. supplier in which the employee had
holdings owned 44 percent interest in the forz'gn
‘buyer receiving the loan from the cooperative Jinancing
facility. The employee's holdings were questisned
by the Ethics Committee as a result of a superv.sor's

ingquiry in connection with a possible promotior. The
employee disposed of ‘the interést in these ccmpunies in
late 1975,

--A Vice President signed as concurring in memos t¢ the
Board of Directors recommending approval of twu lcans
which facilitated exports of a U.S. supplie. ia .hich
the emplovee held a financial interest. These loans
totaled $2.3 million, with one related guarantee of
$1.1 million. This employee also signed twvo coozerative
financing facility loan agreements totaling Sl willion
which also indirectly facilitated exports of t.is sup-
plier. The Ethics Committee had not guestio~:d this
employee's holdings. The employee has resigned from
Eximbank for personal reasons not related to any finan-
cial interests.

--A loan officer signed memecs to the loan committee rec—
ommending preliminary or final approval on four cooper-
tive financing facility loans and one related guarantee
totaling $828,000. The - loans facilitated exports of - - ———
J.5. suppliers in which the employee had interests.
This employee's holdings were guestioned by the
Ethics Committee as a result of a supervisor's inguiry
in connection with a possible promotion. The employee
disposed of these holdings in early 1976.

~--A financial analyst signed a cooperative financing facil-
ity agreement for $56,000 which indirectly facilitated
exports of a U.S. supplier in which he had an interest.

o)
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NEED TO STRENGTHEN FINANCIAL
DISCLOSURE SYSTEM

Eximbank reyulations generally conform to CSC's financial
disclosure guidelines and the formal system implementing the
regulations calls for complete and prompt disclosure of all
financial interests. However, in view of the results of our
review, which disclosed several appearances of conflict of
interest, we believe that Eximbank needs to improve the ef-
fectiveness of its financial disclosure system. Our thoughts
in this regard are discussed in the following sections.

n
a1

ollo
iscl

Because of the numercus firms with which Eximbank deals
or whose exports it does or may aid, Eximbank officials have
not prohibited employees from holding financia2l interests in
such firms. The Ethics Committee reviews financial interests
reported according to its general kncwledge of bank dealings
with various firms and duties of tne individual employees.

As a result of statement review in 1975, the Committee
talked with several individuals who had holdings in firms
with which Eximbank is directly or indirectly involved to
emphasize the need for disgualification. These discussions
were generally not documented. To try to avoid assignment of
cases to employees for whom conflict of interest might arise,
beginning in 1975 members o. the Committee meet with super-
visors to advise them on specific individuals. Eximbank's
President has issued two memos within the last year to all
employees remindirg them of the need to disqualify themselves
when assigned to cases invelving firms in which they have an
interest. All employees are required annually to read
standard of conduct regulations.

Ethics Committee members stated that they do not police
the system but rely on the employees to disqualify themselves
from work on cases involving firms in which they have an in-
terest. We were informed that the Committee's review of
holdings based on general knowledge of companies with which
Eximbank deals identifies most persons having such holdings.
As noted above, our review indicated that this system of con-
trol has not always prevented appearances of conflict of in-
terest in the past. We believe an effort is needed to monitor
on a test basis the system's effectiveness and to detect real
or apparent conflicts ol interest.
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In the instances where we found appearances of conflicte
of interest, the General Counsel agreed that, except for the
cooperative financing facilities cases, the employees should
have disgualified themselves from the cases. He stated that
he did not believe the cooperative financing facilities cases
present even the appearance of a conflict because the credit
judgments in the financing facilities program are made by the
Board of Directors-or the Loan committee when they approve
a line of credit for the facilities. Thereafter, in the cases
we noted, the staff performs ministerial acts to be satisfied
that individual transactions meet the program's criteria and
the employee is further removed frem the decisionmaking proc-
ess for cooperative financing facility locans than in the 4di-
rect loan program.

We agree that there is less discretion on these indivi-
dual transactions since Eximbank looks for repayment to the
cooperative financing facility whose line of credit has pre-
viously been approved. However, requests for funds from
the facility are reviewed and judgments made on whether the
subloan to the foreign borrower meets program critecia, such
as length and rate of loan, appropriateness of Eximbank sup-
port for the product, and experience with the borrower. Exim-
bank has concluded that to avoid any question, it will in-
struct employees to disqualify themselves from acting in any
cooperative financing facility case in which they have any .
financial interest, such as stock ownership in the American
supplier.

The General Counsel noted-the usefulness of our tests and
stated that, to monitor the financial disclosure system in the
future, Eximbank will spot check individual's holdings against
their case assignments to see if there is any possible con-
flict of interest.

Procedures for collectin
financial disclosure statements

Eximbank regqulations require the submission of financial
disclosure statements from:

-- --—Employees.paid at the Executive Schedule except those
required to submit their statements to CSC by Execu-
tive Order 11222,

--Employees at GS~13 and above whose duties require them

to make decisions which have an economic impact on
non-Federal enterprise or for whose positions Eximbank

7
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has determined such statements must be filed to avoid
possible conflicts of interest situations.

--Employees be.ow GS-13, when justified in writing to
CSC, whose duties meet the above criteria.

Eximbank officials teld us that, in practice, prior to
June 1976, ali GS-13s and above and selected GS-1ls and GS-12s
were required to file financial disclocure statements. Begin-
ning in June 1976, all 'GS-1lls and GS-12s will be reguired to
file statements. CSC approved this requirement on June 11, -
1975. Employees below GS-11 level are not required to file
statements due either to the nature of their work or the lev- -
els of review of their work.

On June 30, 1975, 149 employees were required to file
statements. However, 10 employees filed from 184 to 226 days
late; 11 employees did not file at all; and 2 statements filed
as 1975 statements were dated June 1974, apparently a clerical
error. Thus, 15 percent of those required to file statements
on June 30 did not do so in a timely, accurate, and complete
manner.

Despite regulations requiring filing within 30 days,
persons hired or promoted into covered positions had not
been required to file statements until yearend. Conseqguently,
four of the five employees in our cample who entered on duty
at Eximbank as GS-13s or above after June 30, 197.), had not
filed within 30 days. Their statements were submitted as much
as 279 days late and averaged 169 days late.

The lack of an effective procedure to insure timely submis-
sion of statements could result in employees holding conflict-
-ing interests without the knowledge of Eximbank oZficials. We
were informed that missed and late annual statements were the
result of oversights and that in the future this situation will
be avoided by use of a checkoff list and timely followup action.
Also, the personnel office will notify persons promoted to or
entering on duty into covered positions of the requirement to
file within 30 days and will provide information to the Gen-
eral Counsel's office for followup. _
More timely review of
disclosure statements

Eximbank's regulations do not specify when financial dis-
closure statements must be reviewed. CSC guidance suggests
that all annual update reviews be completed by August 31 and
questions resolved by September 30. Lack of timely review

8
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could result in employees holdlng interests without the know-
ledge of Eximbank officials.

The review of statements submitted on time was not car-

ried out promptly. Even though most statements reguired on . ..

June 30, 1975, were submitted by the end of July, we were in-
formed that the reviews were not begqun until September. An
ethics memorandum, which resulted from the 1975 review and
which reminded employees to disgualify themselves on cases

in which they have interezsts, was not issued until November 7,
1975.

Statements ef nine new employees, filed after August 1975
{principally in November and December), showed no evidence of
review at the time of our examination in April 1976.

CSC guidance also suggests that approval of statements
be shown affirmatively by initialing a symbol of approval and
the date of approval. We found that 16 statements filed fcr
1975 had not been initialed by the reviewer and no statements
evidenced date of review.

We were informed by the General Counsel that in the
future, statements will be reviewed when submitted 'and that
all statements will be initialed by the reviewer. The 1976
annual review was completed in August.

PROCUREMENT PRACTICES

Enabling legislation {12 U.S.C. 635(a)(1)(2)) provides
that the Export-Import Bank, as a corporation, is authorized
and empowered:

*to do a general banking business;

"to perform any act * * * authorized in participation
with any other person, including any individual, part-
nership, corporation, or association;

"to publish or arrange for the publication of any doc~

uments, reports, contracts, or other material necessary
® * % =

The President of theBank is- required to transmit annually to
the Congress a budget for program activities and for adminis-
trative expenses.

Because of its mission, Eximbank's procurement activities
are limited to items of administrative support and services,
During fiscal years 1973-75, these items totaled $1,532,495,

9
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$1,488,701, and $1,762,586, respectively, and included rental
nf office space and equipment, printing and reproduction,
office supplies, purchase of fixed assets, and personal
services.

The Bank has no formalized procurement policies but
uses the Federal Procurement Regulations as guidance in pro-
curement actions. 1Its procurement procedures call for each
division or office to designate a person responsible for
requisitioning u- -ded supplies. Requisitions for supplies of
$57 or less are approved by the Chief of the Office Services
Seciioan. All other requisitions reguire the approval of the
Vice President for Administration or his assistant. All pro-
curements, to the extent possible, are made from the General
Services Administration schedules. Informal comparative
shopping is used for- items not on these schedules and pur-~-
chases must be approved by the assistant to the Vice Presi-
dent for Administration.

We reviewed selected procurement actions for fiscal years
1973-75 and found that they generally complied with required
proce-dures.,

CONCLUSIONS
Eximbank's primary function, is to aid in financing and
facilitating exports of U.S. goods and services. This func-
tion requires extensive contact with private industry. There-
fore, Eximbank must insure through its financial disclosure
system that its employees maintain the highest ethical stand-
ards. Eximbank's system of financial disclosure calls for
the complete and prompt disclosure of all financial interests
by those employees who could have conflicts of interest;
however, cectain improvements should be made to enhance the
effectiveness of .the system.

We found that the current system--Ethics Committee

review of financial disclosure statements based on general
. knowledge of companies that Eximbank deals with and of the

employee's duties, and reliance on employees to disgualify
themselves from cases invelving companies in which they
have interests—-has not prevented appearances of conflict of
interest. OQur_tests identified seven persons who had been
connected with cases involving companies in which they held
financial interests. Eximbank, by not monitoring, on a test
basis, emplecyee involvement to determine whether employees
are disqualifying themselves in cases when required, has
not provided a mechanism by which to evaluate whether the
system is preventing real or apparent conflicts of interest.

10
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N

Eximbank officials have agreed to spot check employee hold-
ings against case assignments in the future.

Required financial disclosure statements could be col-
lected in a more timely and complete manner and should be
reviewed more promptly. In 1975, 23, or 15, percent of 149
statements required to be filed on June 30 were filed 6 to 7
months late, were inaccurately dated, or were not filed at
all. In addition, Eximbank officials did not review the
June 30, 1975, financial disclosure statements until Septem-
ber. Eximbank's new reguirement that all tcansactions be
reported to the Deputy General Counsel within 10 days, if
proper review procedures are followed, should reduce the pos-
sibility that employees could hold conflicting interests for
extended periods. However, this requirement should not be
a substitute for prompt review of the financial disclosure
statements themselves at June 30 or when a person is ap-
pointed to a position reguiring filing. Eximbank officials
have planned actions to provide complete collection and
timely review in the future.

For Eximbank procurement, we believe that use of Federal
Procurement Regulations provides sufficient guidance to ade-
quately protect Government interests. We found these guide-
lines generally followed in Eximbank procurement- actions.

RECOMMENDATIONS

To improve the effectiveness of the Erximbank financial
disclosure system, we recommend that the President of Exim-
bank act to: N

--Strengthen review procedures by (1) identifying all

employees who hold potentially conflicting interests,
(2) continuing to periodicaliy reemphasize the need
for disqualification on cases involving those compan-
ies, and (3) monitoring, on a test basis, the activi-
ties of employées who hold potentially conflicting
interests.

--Establish procedures for promptly collecting all re-
quired statements at June 30 and at entrance on duty
into a position far which a statement is required.

--Provide for timely review and approval of financial
disclosure statements submitted, evidenced by a re- .
viewer's initials and the date of review.





