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Subject:  Audit of the Export-Import Bank’s Financial Statements for Fiscal
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Date: November 15, 2018

We contracted with the independent public accounting firm of KPMG LLP to audit the
financial statements of the Export-Import Bank of the United States (EXIM Bank) as of
and for the fiscal years ended September 30, 2018 and 2017, and to provide a report on
internal control over financial reporting and compliance with laws and other matters.
The contract required that the audit be performed in accordance with U.S. generally
accepted government auditing standards and the Office of Management and Budget
(OMB) Bulletin No. 19-01, Audit Requirements for Federal Financial Statements.

In its audit of EXIM Bank, KPMG LLP found:

e the financial statements were fairly presented, in all material respects, in
conformity with U.S. generally accepted accounting principles,

e no material weaknesses in internal control over financial reporting,! and

e no reportable noncompliance with provisions of laws tested or other matters.

KPMG LLP is responsible for the attached auditor’s reports dated November 15, 2018,
and the conclusions expressed therein. We do not express opinions on EXIM Bank’s
financial statements or internal control over financial reporting, or conclusions on
compliance and other matters.

We appreciate the cooperation and courtesies provided to KPMG LLP and this office
during the audit. If you have questions, please contact me at (202) 565-3439 or
jennifer.fain@exim.gov. You can obtain additional information about the Export-Import
Bank Office of Inspector General and the Inspector General Act of 1978 at
www.exim.gov/about/oig.

1 A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that there
is a reasonable possibility that a material misstatement of the entity’s financial statements will not be
prevented, or detected and corrected, on a timely basis.
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Independent Auditors’ Report

Board of Directors and Inspector General
Export-Import Bank of the United States:

Report on the Financial Statements

We have audited the accompanying financial statements of Export-Import Bank of the United States (EXIM
Bank), which comprise the balance sheets as of September 30, 2018 and 2017, and the related statements of
net cost and changes in net position, and combined statements of budgetary resources for the years then
ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with U.S. generally accepted accounting principles; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits in accordance with the auditing standards generally accepted in the United States of America, in
accordance with the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, and in accordance with Office of Management and
Budget (OMB) Bulletin No. 19-01, Audit Requirements for Federal Financial Statements. Those standards and
OMB Bulletin No. 19-01 require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Export-Import Bank of the United States as of September 30, 2018 and 2017, and its net costs,

changes in net position, and budgetary resources for the years then ended in accordance with U.S. generally
accepted accounting principles.
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Emphasis of Matter

As discussed in Note 1 to the financial statements, in accordance with its Charter (12 USC 635 et seq.),
continuation of EXIM Bank’s functions in furtherance of its objectives and purposes is subject to periodic
extensions granted by Congress. The Export-Import Bank Reauthorization Act of 2015 extended the Bank’s
charter until September 30, 2019. If the charter is not extended at that point, EXIM Bank will not be able to
authorize new credits; however, under the terms of its charter, the Bank will continue to service existing loans,
guarantees, and insurance policies. EXIM Bank, along with all other federal agencies, is currently appropriated
through a continuing resolution through December 7, 2018, and management expects EXIM Bank will receive a
full year appropriation when Congress approves an Omnibus Appropriations Bill funding the entire U.S
Government.

Other Matters
Interactive Data

Management has elected to reference to information on websites or other forms of interactive data outside the
Agency Report to provide additional information for the users of its financial statements. Such information is not
a required part of the basic financial statements or supplementary information required by the Federal
Accounting Standards Advisory Board. The information on these websites or the other interactive data has not
been subjected to any of our auditing procedures, and accordingly we do not express an opinion or provide any
assurance on it.

Required Supplementary Information

U.S. generally accepted accounting principles require that the information in the Management’s Discussion and
Analysis of Results of Operations and Financial Condition and Required Supplementary Information sections
be presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Federal Accounting Standards Advisory Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audits of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audits were conducted for the purpose of forming an opinion on the basic financial statements as a whole.
The Other Information is presented for purposes of additional analysis and is not a required part of the basic
financial statements. Such information has not been subjected to the auditing procedures applied in the audits
of the basic financial statements, and accordingly, we do not express an opinion or provide any assurance on it.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 15, 2018
on our consideration of EXIM Bank’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and agreements and other matters. The purpose of this
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of EXIM Bank’s internal control over
financial reporting or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering EXIM Bank’s internal control over financial reporting and
compliance.

KPMG LIP

Washington, D.C.
November 15, 2018
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Independent Auditors’ Report on Internal Control over Financial Reporting
and Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Board of Directors and Inspector General
Export-Import Bank of the United States:

We have audited, in accordance with auditing standards generally accepted in the United States of America, in
accordance with the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, and in accordance with Office of Management and
Budget (OMB) Bulletin No. 19-01, Audit Requirements for Federal Financial Statements, the financial
statements of Export-Import Bank of the United States (EXIM Bank), which comprise the balance sheets as of
September 30, 2018 and 2017, and the related statements of net cost and changes in net position, and
combined statements of budgetary resources for the years then ended, and the related notes to the financial
statements, and have issued our report thereon dated November 15, 2018.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements as of and for the year ended September 30,
2018, we considered EXIM Bank’s internal control over financial reporting (internal control) to determine the
audit procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of EXIM Bank’s
internal control. Accordingly, we do not express an opinion on the effectiveness of EXIM Bank’s internal control.
We did not test all internal controls relevant to operating objectives as broadly defined by the Federal
Managers’ Financial Integrity Act of 1982.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether EXIM Bank’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of
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our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards or OMB Bulletin No. 19-01.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of EXIM Bank’s internal control or
EXIM Bank’s compliance. This report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering EXIM Bank’s internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

KPMa LIP

Washington, D.C.
November 15, 2018
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November 15, 2018

MANAGEMENT REPORT ON FINANCIAL STATEMENT
AND INTERNAL ACCOUNTING CONTROLS

EXIM Bank’s management is responsible for establishing and maintaining effective internal
control over the content and integrity of the financial data and financial management systems
included in the Bank’s annual report and for ascertaining that this data fairly presents the
financial position, results of operations, and cash flows of the Bank.

The Bank’s operations fall under the provisions of the Federal Credit Reform Act of 1990.
This law provides that subsidy calculations must be performed (on a present-value basis) for
all new loan, guarantee, and insurance commitments, and the resulting cost, if any, must be
covered by budget authority provided by Congress. Credits may not be approved if sufficient
budget authority is not available.

The financial statements were prepared in accordance with accounting principles generally
accepted in the United States of America for federal agencies (government GAAP). As
explained in more detail in the notes to the financial statements, the financial statements
recognize the impact of credit-reform legislation on the Bank’s commitments. Other financial
information related to the Bank included elsewhere in the report is presented on a basis
consistent with the financial statements.

The Bank maintains a system of internal accounting controls, policies, and procedures
designed to provide reasonable assurance at reasonable cost that assets are safeguarded and
that transactions are processed and properly recorded in accordance with management’s
authorization, and that the financial statements are accurately prepared in accordance with
provision of applicable laws and regulations. The Bank believes that its system of internal
accounting controls appropriately balances the cost/benefit relationship.

As required by the Federal Information Security Management Act (FISMA), the Bank
develops, documents, and implements an agency-wide program to provide information
privacy and security (management, operational, and technical security controls) for the
information and information systems that support the operations and assets of the agency,
including those provided or managed by another agency, contractor, or other source.

The Bank’s financial statements were audited by independent accountants. Their opinion is
printed in this annual report immediately following the notes to the financial statements.

811 Vermont Avenue, NW Washington, DC 20571 | Main: 202 565 3946 | Fax: 202 565 3380
exim.gov
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Management’s Discussion and Analysis of
Results of Operations and Financial Condition

Executive Summary

The Export-Import Bank of the United States (“EXIM”, “EXIM Bank”, or “the Bank”) is the
official export credit agency of the United States. EXIM is an independent, executive agency
and a wholly owned U.S. government corporation. The Bank’s mission is to support jobs in the
United States by facilitating the exports of U.S. goods and services.

When private sector lenders are unable or unwilling to provide financing EXIM fills in the gap
for American businesses. Additionally, the Bank levels the playing field for U.S. goods and
services going up against Export Credit Agency (“ECA”) supported foreign competition in
overseas markets, so that American companies can create more American jobs.

EXIM has lacked a quorum on its Board of Directors since July 20, 2015. As a result, the Bank
cannot approve direct loans or guarantees over $10 million according to its Charter.

During the Fiscal Year (“FY”) ended September 30, 2018, EXIM Bank authorized $3,323.2
million of loan guarantees, insurance, and direct loans in support of an estimated $6,787.6
million of U.S. export sales which supported an estimated 33,000 U.S. jobs.

Small business authorizations in FY 2018 totaled $2,194.0 million, representing 66.0 percent of
total authorizations. In FY 2018, more than 2,100 transactions were authorized for the direct
benefit of small business exporters, which amounted to 90.5 percent of total transactions.

EXIM Bank currently has exposure in 161 countries throughout the world. Total portfolio
exposure decreased by 16.5 percent to $60,536.3 million outstanding as of September 30, 2018,
compared to $72,478.9 million on September 30, 2017.

The Bank’s charter requires that all authorized transactions demonstrate a reasonable assurance
of repayment. The September 30, 2018 default rate, as reported to Congress, was 0.447 percent.
This low default rate reflects rigorous underwriting and monitoring of credits and other risks in
its portfolio.

Since 1992, when the Federal Credit Reform Act of 1990 (FCRA) became effective, EXIM Bank
has sent a net $9.6 billion to the U.S. Treasury for repayment of U.S. debt.



I. General Overview

i. Authority, Mission, and Charter

The Export-Import Bank of the United States is an independent executive branch agency and a
wholly owned U.S. government corporation that was first organized as a District of Columbia
banking corporation in 1934. EXIM Bank is the official export credit agency of the United
States. EXIM Bank's operations subsequent to September 30, 1991, are subject to the provisions
of the Federal Credit Reform Act (FCRA) of 1990, Public Law (P.L.) 101-508, which became
effective October 1, 1991.

In accordance with its Charter (12 U.S.C. 635 et seq.), continuation of EXIM Bank’s functions in
furtherance of its objectives and purposes is subject to periodic extensions granted by Congress.
The Export-Import Bank Reauthorization Act of 2015 (P.L.114-94) extended the Bank’s
authority through September 30, 2019. The Bank’s Charter requires reasonable assurance of
repayment for the transactions the Bank authorizes, and the Bank closely monitors credit and
other risks in its portfolio.

The mission of EXIM Bank is to support U.S. exports by providing export financing through its
loan, guarantee, and insurance programs in cases where the private sector is unable or unwilling
to provide financing or where such support is necessary to level the competitive playing field for
U.S. exporters due to financing provided by foreign governments to their exporters. In pursuit of
its mission of supporting U.S. exports, EXIM Bank offers four financial products: loan
guarantees, working capital guarantees, direct loans, and export credit insurance. All EXIM
Bank obligations carry the full faith and credit of the U.S. government. By financing the export
of American goods and services, EXIM Bank has supported 1.8 million private-sector, American
jobs over the past ten years, including 33,000 jobs in FY 2018.

During FY 2015 and FY 2016, the Bank’s authority to approve transactions lapsed from July 1,
2015 through December 4, 2015. In addition, since July 20, 2015, the Board of Directors of the
Bank has lacked a quorum for the transaction of business and, as a result, the Bank is unable to
approve medium and long term transactions over $10.0 million.

il. Strategic Plan

The Strategic Plan guides EXIM Bank to more effectively accomplish its mission, maintain
consistency with its Charter, and fulfill congressional mandates. The Strategic Plan, updated in
2018, continues to guide efforts at all levels of the organization and provides as a foundation for
internal strategic and operational discussions.



The 2018-2022 Strategic Plan consists of three goals:

Goall: | | Goal 2:
Return the Bank to full operational Quadruple the number of U.S. small

capacity and regain long-term 4 medi > ed enteror SME
confidenceof large U.S exporters to anc medm 51;5;: E:;p;];zs ( )
suppo y

increase American manufacturing

Goal 3:
Prepare EXIM for the dynamic business evolution of export trade credit by
a} Develop talent and capabilitiesneeded inside EXTM
b} Transform the business cultureto strengthen critical skill sets and continuous
improvement
c) Adaptto data-centric work process and new technologies
d} Focus on the delivery of a great customer experience

iil. EXIM Bank’s Programs

EXIM Bank export financing programs facilitate support for U.S. exports through four major
programs: loan guarantees, direct loans, export credit insurance, and working capital guarantees.

LOAN GUARANTEE PROGRAM

(https://www.exim.gov/what-we-do/loan-guarantee)

EXIM Bank loan guarantees cover the repayment risks on the foreign buyer’s debt obligations
incurred to purchase U.S exports. EXIM Bank guarantees to a commercial lender that, in the
event of a payment default by the borrower, it will pay to the lender the outstanding principal and
interest on the loan. For medium- and long-term transactions, EXIM requires the buyer to pay
15 percent of the value of the export contract. EXIM finances the lesser of 85 percent of eligible
goods/services or 100 percent of the U.S content.

DIRECT LOAN PROGRAM

(https://www.exim.gov/what-we-do/direct-loan)

EXIM Bank offers fixed-rate loans directly to foreign buyers of U.S. goods and services. EXIM
Bank extends to a company’s foreign customer a fixed-rate loan covering up to 85 percent of the
U.S. contract value. The Bank's direct loans generally carry fixed-interest rate terms under the
Arrangement on Guidelines for Officially Supported Export Credits (the Arrangement)
negotiated among members of the Organisation for Economic Co-operation and Development
(OECD).


https://www.exim.gov/what-we-do/direct-loan
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Loans and guarantees extended under the medium-term program typically have repayment terms
of one to seven years, while loans and guarantees extended under the long-term program usually
have repayment terms in excess of seven years. Short-term financing consists of transactions
with terms of one year or less.

EXPORT CREDIT INSURANCE

(https://www.exim.gov/what-we-do/export-credit-insurance)

EXIM Bank’s Export Credit Insurance Program supports U.S. exporters selling goods overseas
by protecting the businesses against the risk of foreign buyer or other foreign debtor default for
political or commercial reasons.

This risk protection permits exporters to extend credit to their international customers where
otherwise not possible. Insurance policies may apply to shipments to one buyer or many buyers,
insure comprehensive credit risks (including both commercial and political) or only political
risks, offer either short-term or medium-term coverage, and exist primarily as U.S. dollar
transactions, with no foreign currency risk.

WORKING CAPITAL GUARANTEE PROGRAM (WCGP)

(https://www.exim.gov/what-we-do/working-capital)

Under the WCGP, EXIM Bank provides repayment guarantees to lenders on secured, short-term
working capital loans made to qualified exporters. The working capital guarantee may be
approved for a single loan or a revolving line of credit.

Organizational Structure

The leadership of EXIM represents the best of both the government and business worlds; coming
together to provide customers with what EXIM likes to call “government at the speed of
business.” With decades of experience around the globe, the leaders of EXIM are uniquely
equipped to support U.S. companies as they seek to fill more and more orders abroad.

EXIM Bank’s headquarters is located in Washington, D.C. with business development efforts
supported through 12 regional offices across the country

EXIM’s governance structure consists of the following offices:

Office of the Chairman

Board of Directors

Office of the Executive Vice President and Chief Operating Officer
Office of the Senior Vice President and Chief of Staff

A more detailed breakdown of these offices is illustrated in the organizational chart below.
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I11. FY 2018 Performance & Results

i. Total Authorizations

EXIM Bank’s mission is to provide competitive financing to expand United States exports by
either offering financing at rates and terms which are fully competitive with those of other export
credit agencies or filling financing gaps when private lenders are unable or unwilling to provide
support for U.S. goods and services.

In implementing this mandate, EXIM Bank approved $3,323.2 million in total authorizations in
FY 2018. In contrast, EXIM Bank approved $3,431.0 million in total authorizations in FY 2017.
The FY 2018 authorizations supported an estimated U.S. export value, which is the total dollar
value of exports related to EXIM Bank’s authorized financing, of $6,787.6 million and an
estimated 33,000 U.S jobs. See Exhibit 1 for a breakdown of FY 2018 authorizations by term
and program.

The last fiscal year that EXIM was fully operational with a Board of Director’s quorum was
2014. In FY 2014, EXIM authorized $20,467.9 million in support of $27,490.2 million
estimated export value, and 164,000 estimated U.S. jobs



Exhibit 1: Authorizations by Term and Program:

FY 2018 FY 2017

Authorized As percent Authorized As percent

(in millions) of total {in millions) of total
Long-Term
Guarantees 5 - - 5 2.6 0.1%
Subtotal, Long Term - - 2.6 0.1%
Medium-Term
Guarantees 193.9 5.9% 119.5 3.5%
Insurance 97.8 2.9% 50.0 1.4%
Subtotal, Medium-Term 291.7 8.8% 169.5 4,9%
Short Term
Loans - - 5.6 0.2%
Guarantees 685.1 20.6% 839.0 24.5%
Insurance 2,346.4 70.6% 2,414.3 70.4%
Subtotal, Short-Term 3,031.5 91.2% 3,258.9 95.0%
Total Authorizations 5 3,323.2 100.0% S 34310 100.0%

Long-term transactions: For authorization, long term transactions require extensive credit
assessments performed by subject matter expert underwriters. The assessments are subsequently
moved through multiple levels of internal review and consideration. Evaluations assess key
transactional risks such as the borrower’s industry, competitive position, operating performance,
liquidity position, leverage, ability to service debt obligations, and others.

Frequently, credit enhancements are included in the structure of a long term financing (often in
the form of collateral) in order to decrease the risk of a borrower default, but also increase the
recovery in the event of default. A risk rating is assigned to the transaction based on this
evaluation which, in turn, assists in establishing the level of loss reserves the Bank must set
aside. Due to a lack of quorum for the transaction of business by its Board of Directors, EXIM
did not authorize any long term transactions greater than $10.0 million in FY 2018.

Short-term and medium-term transactions: These transactions are largely underwritten under
individual delegated authority granted by the Board of Directors to the staff and commercial
banks pursuant to prescribed credit standards and information requirements. Governance and
control procedures employed include periodic credit and compliance reviews, the results of
which are provided to senior management and to the Board of Directors.




ii. Congressional Mandates

In accordance with the EXIM Charter, the Bank operates under congressional mandates. Fiscal
year results are fundamental indicators of operational performance under such mandates which
are referred to as:

1. The Small Business mandate — the 2015 Charter states that not less than 25 percent
of the aggregate loan, guarantee, and insurance authority available to the Bank should
be made available to finance exports directly by small business concerns.

2. The Sub-Saharan Africa mandate — the 2015 Charter directs the Board of Directors
of the Bank to take measures, consistent with the credit standards otherwise required
by law, to promote the expansion of the Bank’s financial commitments in Sub-
Saharan Africa under the loan, guarantee, and insurance programs of the Bank.

3. Environmentally Beneficial Goods and Services mandate — the 2015 Charter states that
the Bank shall encourage the use of its programs to support the export of goods and
services that have beneficial effects on the environment or mitigate potential adverse
environmental effects. The Bank shall also promote the export of goods and services
related to renewable energy sources.

Small Business Mandate

In FY 2018, EXIM Bank exceeded the 25 percent mandate, utilizing 66.0 percent of aggregate
loan, guarantee, and insurance authority directly to support small business. Small businesses are
major creators of jobs in the United States of America. The Bank’s mandate from Congress
places significant emphasis on supporting small business exports. The increase is partially due
to the lack of board quorum to approve deals greater than $10.0 million.

EXIM Bank’s Office of Small Business provides a bank-wide focus on small business support
with overall responsibility for expanding and overseeing small business outreach. This group is
responsible for helping to provide small businesses with financial assistance to increase export
sales and for acting as a liaison with the Small Business Administration and other departments
and agencies in the U.S. government in matters affecting small businesses.

EXIM Bank’s programs play an important role in providing export finance support to small
businesses that have the ability to expand and create American jobs. In 1978, EXIM Bank
introduced its first short-term export credit insurance policy tailored for small business. In 1985,
Congress enacted a 10 percent mandate on small business authorizations, which was increased in
2002 to 20 percent and in December 2015 (FY 2016) to 25 percent. EXIM Bank continues to
innovate, design, and implement programs and policies to meet the needs of the U.S. small
business exporter.



FY 2018 Small Business Authorizations

EXIM Bank’s objective is to grow small business authorizations with a reasonable assurance of
repayment and in response to market demand. Small business authorizations in FY 2018 were
$2,194.0 million and $2,177.9 million in FY 2017. In FY 2018, small business authorizations
represented 66.0 percent of total authorizations and 85.5 percent of the direct export value EXIM
supported in FY 2018 compared to 63.5 percent and 75.8 percent in FY 2017, respectively.
During FY 2018, the number of transactions that were executed for the direct benefit of small
business exporters was 2,163 or 90.5 percent of the total number of transactions, compared to
91.0 percent of the total number of transactions in FY 2017. Of the small business transactions
authorized in FY 2018, 1,224 of these transactions were less than $500,000 compared to 1,249
transactions in FY 2017. In FY 2018, 315 new small business exporters used EXIM small
business products for the first time compared to 401 new small business exporters in FY 2017.

85.5%

of total direct export value

90.5%

of EXIM Bank transactions

supported was for Small
Businesses

directly benefited U.S. small
business exporters

EXIM Bank offers two products which primarily benefit small businesses: working capital
guarantees and export credit insurance. In FY 2018, $547.2 million, or 79.9 percent, of total
authorizations in the Working Capital Guarantee Program supported small businesses compared
to 74.2 percent in FY 2017. Of the total authorizations under the export credit insurance
program in FY 2018, 66.2 percent, or $1,619.1 million, supported small businesses compared to
62.5 percent in FY 2017.

Minority-owned and women-owned businesses accounted for $451.4 million and $482.1 million
in FY 2018 and FY 2017, respectively. In FY 2018, $412.4 million are in direct benefit of small
businesses.

Exhibit 2 shows the total dollar amount of authorizations for each year since FY 2016 for small
business exports as a percentage of total authorizations compared to the Small Business Mandate
which was increased in FY 2016 to 25 percent.



Exhibit 2: Small Business Authorizations as Percent of Total Dollars Authorized

70% -~
60% -

50% 1 EEEWL
40% -

-
20% -

0% -

FY 2016 FY 2017 FY 2018

Small Business Mandate

Sub-Saharan Africa Mandate

EXIM Bank provides U.S. exporters with the financing tools they need to successfully compete
for business in Africa. EXIM Bank's products and initiatives help U.S. exporters in all regions of
Africa, including high-risk and emerging markets. Pursuant to its Charter, EXIM Bank has
established an advisory committee to advise the Board of Directors on the development and
implementation of policies and programs designed to support those programs.

FY 2018 Sub-Saharan Africa Authorizations

Sub-Saharan Africa authorizations represented 79 transactions, or 3.3 percent, of EXIM’s
transactional total in FY 2018. The dollar amount of authorizations represented 1.2 percent of
total authorizations, or $39.4 million in FY 2018. In FY 2017, Sub-Saharan Africa
authorizations represented 96 transactions, or 3.9 percent, of EXIM’s transactional total. The
dollar amount of authorizations represented 1.1 percent of total authorizations, or $38.2 million
in FY 2017.

Environmentally Beneficial Goods and Services Mandate

EXIM Bank’s financing helps mitigate risk for U.S. companies that offer environmentally
beneficial goods and services and also offers competitive financing terms to international buyers
for the purchase of these U.S. goods and services. EXIM Bank has an active portfolio that
includes financing for U.S. exports of:

e Renewable energy equipment
Wastewater treatment projects
Air pollution technologies
Waste management services
Other various environmental goods and services



EXIM Bank support for U.S. environmental companies ultimately fuels U.S. job creation and the
innovative research and development that allow the U.S. environmental industry to remain at the
forefront worldwide.

FY 2018 Environmentally Beneficial Authorizations

In FY 2018, EXIM Bank authorizations of environmentally beneficial goods and services totaled
$83.1 million, approximately 2.5 percent of the Bank’s FY 2018 authorizations supported
environmentally beneficial goods. EXIM Bank’s total number of renewable-energy
authorizations, a subset of the Bank’s environmentally beneficial authorizations, totaled 11
transactions in FY 2018. In FY 2018, EXIM Bank authorizations which support U.S. renewable-
energy exports and services totaled $5.3 million. EXIM’s ability to approve transactions was
limited due a lack of quorum on its Board of Directors to transact business for the entire year.

Jobs Supported and Methodology

In FY 2018, EXIM authorized $3,323.2 million in loans, guarantees, and insurance that
supported an estimated 33,000 U.S. jobs and an estimated $6,787.6 million in U.S. export sales.
EXIM Bank supports U.S. jobs by facilitating the export of U.S. goods and services, by
providing competitive export financing, and ensuring a level playing field for U.S. goods and
services in the global marketplace. EXIM Bank’s programs offer effective financing support,
enabling exporters to win export sales where such support is necessary to match officially
supported foreign competition and to fill financing gaps due to the lack of available
commercial financing. While EXIM’s authorizations were down due to a lack of quorum of

its Board of Directors, EXIM continues to support U.S. jobs.

EXIM Bank’s jobs estimate methodology, reviewed by the Government Accountability Office in
2013, follows the jobs calculation methodology designated by the Trade Promotion Coordinating
Committee (TPCC). The methodology uses employment data computed by the Bureau of Labor
Statistics (BLS) to calculate the number of jobs associated with EXIM Bank-supported exports
of goods and services.

The Bank uses the latest available domestic employment requirements table (ERT) as computed
by the BLS to calculate the number of jobs associated with EXIM Bank supported goods and
services. The ERT quantifies the number of direct and indirect production-related jobs
associated with a million dollars of final demand for 196 detailed industries.
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The ERT is derived from a set of data showing the relationship between industries, known as
input-output tables. These tables are based on historical relationships between industry inputs
(e.g., labor) and outputs (e.g., goods for consumption). BLS then scales these relationships using
estimates about labor productivity (output per person employed) into employment required for
one million dollars of output in that industry (jobs ratios). The TPCC designated this basic
input-output approach as the standard for U.S. government agencies.

This jobs-calculation methodology has advantages and disadvantages. For example, an
advantage is that it is based on the input-output approach commonly used in economic analysis;
it captures indirect jobs in the supply chain and can be performed using limited resources.
However, important limitations and assumptions also accompany this jobs-calculation
methodology. For example, the employment data are a count of jobs that treat full-time, part-
time and seasonal jobs equally. In addition, the data assume average industry relationships, but
EXIM’s clients could be different from the typical firm in the same industry. Further, the
underlying approach does not provide information on what would have happened absent EXIM
financing, thus preventing EXIM Bank from distinguishing between jobs that were newly
created and those that were maintained.

IV. EXIM Bank’s Self-Financing Status

Since 1992, when FCRA became effective, EXIM Bank has generated $9.6 billion in revenues
for U.S. taxpayers above what the Bank has received after providing for all expenses, loan loss
reserves, and administrative costs.

EXIM Bank was self-financing for budgetary purposes each

year from FY 2008 to FY 2017. Being self-financing means, ' Since 1992, the Bank has sent
during these years, EXIM Bank’s program revenue (i.e., in a to the U.S. Treasury
given year, fee and interest collections from transactions that $9 6b

exceed the reserve requirements on those transactions) was .

retained as offsetting collections and used to offset the cost of more than it received in

new obligations in the fiscal year, including net reserves to appropriations for program and
. . administrative costs

cover future losses as well as all administrative costs and

subsidy carryover. In those years, EXIM did not need to

request annual appropriation to cover administrative costs and subsidy carryover.

However, given the continued lack of Board of Directors’ quorum, in FY 2018 EXIM Bank was
unable to approve transactions over $10 million, and as a result was not able to generate
sufficient excess cash inflows to fully self-finance program and administrative costs. Through
the President’s 2018 Budget, approved through Appropriation Law, EXIM had authority to
obligate $110.0 million for FY 2018 administrative costs. EXIM self-financed $31.2 million
with offsetting collections while the remaining $78.8 million was covered by an annual
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appropriation. Once EXIM Bank is back to fully operational, the Bank plans to regain full self-
financing status.

EXIM Bank has continued to maintain a yearly zero credit subsidy in FY 2018 and FY 2017,

V. Risk Management

While providing support to United States exporters is core to the mission of EXIM as an
institution, an effective comprehensive risk management framework is a core underlying
requisite for the Bank to properly utilize its authority.

Reasonable Assurance of Repayment

EXIM Bank’s Charter requires a reasonable assurance of repayment for all credit authorizations
in order to ensure that EXIM Bank balances support for U.S. export transactions with protection
of taxpayer resources.

The Bank’s Board of Directors, or a Bank officer acting pursuant to delegated authority from the
Board of Directors, makes the final determination of reasonable assurance of repayment, taking
into consideration staff recommendations as well as the environmental impact and other
considerations required by the Bank’s Charter. Transactions require the approval of the Board of
Directors directly or through delegated authority.

Protecting the U.S. Taxpayer

EXIM Bank continues its prudent oversight and due diligence standards to protect taxpayers
through its comprehensive risk management framework. This framework starts with effective
underwriting to ensure a reasonable assurance of repayment. The Bank’s comprehensive risk
management includes detailed documentation to ensure the Bank’s rights are protected legally
and that the transaction is not in violation of U.S. government policy or sanctions, and it
continues after a transaction is approved with pro-active monitoring efforts to minimize defaults.
The Bank believes that a comprehensive risk management framework with strong emphasis on
continuous improvement minimizes claims and defaults. EXIM Bank engages in robust
portfolio management, as well as oversight and governance, including the setting aside of
adequate loan loss reserves.

Pursuant to its Charter, EXIM Bank is mandated to report to Congress on a quarterly basis the
current default rate on its active portfolio. On September 30, 2018 the reported
default rate was 0.447 percent. This rate reflects a “total amount of required
payments that are overdue” (claims paid on guarantees and insurance
Default Rate transactions plus loans past due) divided by a “total amount of financing
involved” (disbursements). The low default rate is the result of the Bank’s few
defaults coupled with effective portfolio management action on those credits

0.447%
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which default. To avoid a freeze on the spending cap, EXIM is required to maintain a default
rate below 2 percent, as stated in the 2015 Charter.

Exhibit 3 below shows the trend of EXIM’s default rate over the last 5 years.

Exhibit 3: Default Rate (5 Year Trend)
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Effectiveness and Efficiency
(http://www.exim.gov/news/reports/competitiveness-reports)

EXIM Bank uses various measures to assess the relative efficiency and effectiveness of EXIM
Bank’s programs. EXIM Bank’s Annual Report to the U.S. Congress on Export Credit
Competition and the Export-Import Bank of the United States (the “Competitiveness Report™)
compares EXIM Bank’s competitive performance with that of other export credit agencies
(ECAs). When combining the Competitiveness Report with internal efficiency measurements,
management can assess the effectiveness of EXIM Bank’s operations.

By today’s count, there are a total of 110 export credit agencies or programs (including EXIM)
providing some form of export credit support globally. EXIM Bank’s Competitiveness Report
focuses on official export credit provided by global export credit agencies on medium- and long-
(MLT) repayment terms of greater than two years. The report found that more than 70 percent of
global ECA financing now occurs outside the OECD Arrangement, which has been the
framework that coordinates the global export credit market since the 1970s.

The ECAs of five countries (China, India, Korea, Italy, and Germany) provided about $70 billion
in support of their exporters. China was again the largest single-country source of MLT export
credit, providing $36.3 billion—one-third of total global MLT export credit. In 2017, export-
credit activity among the BRICS countries (Brazil, Russia, India, China, and South Africa) was
approximately $50 billion, driven primarily by activity in China and India.
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V1. The Portfolio

An efficient and effective Risk Management framework allows EXIM Bank to recognize
long-term fluctuations in the external risk environment, and then pivot accordingly.
Understanding how to pivot, however, requires an understanding of the distinct characteristics of
EXIM’s exposure around the world. As a result, EXIM management views the portfolio through
a variety of different lenses, each offering its own narrative, nuance, and interpretation.

i. Perspective-based Analyses:

Program, Region, Industry, Obligor Type, and Foreign Currency

For both financial statement and analytical purposes, EXIM Bank defines exposure as the
authorized outstanding and undisbursed principal balance of loans, guarantees, and insurance,
also including any unrecovered balances of payments made on claims submitted, and approved
by the Bank. The claims payments are made by EXIM while acting as guarantor or insurer under
the export guarantee and insurance programs. Note, exposure does not include accrued interest
or transactions pending final approval.

Working capital guarantees may be approved for a single loan or a revolving line of credit, with
an availability generally of one year, but can be as long as 3 years. Guaranteed lenders are not
required to report activity to EXIM, the entire credit is assumed to be non-cash disbursements
when the fee is paid and all proper documentation is received by EXIM. The credit is recorded
as repaid in one installment 180 days after the expiry date of the credit unless the Controller’s
office is notified before that time that a claim has been paid. Under the assumption that the
exporter is using the credit up to the end of the expiry period, six months provides sufficient time
for the guaranteed lender to report defaults to EXIM Bank in the event that the exporter does not
repay the credit. If a claim is paid, the remaining outstanding balance of the credit associated
with the claim is reduced to zero. Exposure is then reflected as an unrecovered claim.

Since there is typically a delay in reporting shipments under the insurance program, undisbursed
balances remain on the books for 120 days after the expiry date to allow for the posting of
shipments that took place within the period covered by the policy but were reported after the
expiry date. These unreported shipments pose some liability in the form of claims that have been
incurred but not yet reported (IBNR). Leaving the policy open past the expiry date provides a
reserve for IBNR.

Program Exposure

EXIM Bank currently has exposure in 161 countries throughout the world totaling $60,536.3
million at September 30, 2018, compared to $72,478.9 million in 166 countries in FY 2017.
Overall Portfolio exposure has declined due to repayments on outstanding transactions exceeding
new authorizations.
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From a portfolio perspective, guarantees made up the largest portion (62.2 percent and 64.4
percent) of EXIM Bank’s exposure at September 30, 2018, and September 30, 2017,
respectively. Exhibit 4 summarizes total EXIM Bank exposure by program and shows each
program as a percentage of the total exposure at the end of the respective fiscal year.

Exhibit 4: Exposure by Program

FY 2018 FY 2017
Exposure  Percent of Exposure  Percent of
(in millions) Total (in millions) Total

Guarantees $37,632.1 62.2% $46,617.9 64.4%
Loans 18,592.3 30.7% 21,265.1 29.3%
Insurance 3,390.0 5.6% 3,622.5 5.0%
Receivables from Subrogated Claims 921.9 1.5% 973.4 1.3%
Total Exposure $60,536.3 100.0% $72,478.9  100.0%

Regional Exposure

Exhibit 5 summarizes total EXIM Bank exposure, by region. The “Other” region in Exhibit 5
includes undisbursed balances of short-term multi buyer insurance that is not allocated by region
until the shipment has taken place. Management classifies exposure of regional country
groupings of its loan, guarantee, and insurance portfolio to align EXIM’s reporting with other
entities with international exposure such as the World Bank, and the U.S Treasury.

Exhibit 5: Regional Exposure

FY 2018 FY 2017
Exposure  Percent of Exposure Percent of
(in millions) Total (in millions) Total

Asia $14,931.5 24.7% $18,143.5 25.0%
Latin America and the Caribbean 10,795.7 17.8% 13,368.3 18.4%
Middle-East and North Africa 9,931.9 16.4% 11,224.6 15.5%
Europe 9,633.2 15.9% 11,828.9 16.3%
Oceania 5,791.6 9.6% 6,674.4 9.2%
Sub-Saharan Africa 3,866.0 6.4% 4,441.2 6.1%
North America 3,554.8 5.9% 4,443.4 6.1%
Other 2,031.6 3.3% 2,354.6 3.4%
Total Exposure $60,536.3 100.0% $72,478.9 100.0%
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Exhibit 6 shows exposure by country as of September 30, 2018 and September 30, 2017.

Exhibit 6: Top Country Exposure

FY 2018 FY 2017
Exposure Percent of Exposure  Percent of
(in millions) Total (in millions) Total
Saudi Arabia $5,612.2 9.3% $5,864.0 8.1%
Mexico 5,483.5 9.1% 6,626.2 9.1%
China 3,993.3 6.6% 4,579.8 6.3%
Australia 3,471.2 5.7% 4,095.8 5.7%
India 3,006.1 5.0% 3,688.8 5.1%
All Other 38,970.0 64.3% 47,624.3 65.7%
Total Exposure $60,536.3 100.0% $72,478.9 100.0%
Industry Exposure
Exhibit 7 shows exposure by the major industrial sectors in the Bank’s portfolio.
Exhibit 7: Exposure by Major Industrial Sector
FY 2018 FY 2017
Exposure Percent of Exposure Percent of
(in millions) Total (in millions) Total

Aircraft $28,536.4 47.1% $35,236.3 48.6%

Manufacturing 11,225.5 18.5% 12,635.9 17.4%

Oil and Gas 95124 15.7% 11,270.6 15.6%

Power Projects 3,679.6 6.1% 4,195.7 5.8%

All Other 7,582.4 12.6% 9,140.4 12.6%

Total Exposure $60,536.3  100.0% $72,478.9  100.0%

Foreign Currency Exposure

EXIM Bank provides guarantees in foreign currency to allow borrowers to better match debt
service costs with earnings. EXIM Bank adjusts its reserves to reflect the potential risk of
foreign currency fluctuation.

In FY 2018, EXIM Bank approved $16.6 million in transactions denominated in a foreign
currency, representing 0.5 percent of all new authorizations. Foreign currency transactions are
booked in U.S. dollars based on the exchange rate at the time of authorization. The U.S. dollar
exposure is adjusted at year end using the latest exchange rates.



Based on foreign currency exchange rates at September 30, 2018, EXIM Bank adjusted the
dollar amount of the outstanding balances for these transactions. The adjustment was a net
increase in exposure of $202.6 million for a total outstanding exposure balance of $4,330.0
million of foreign currency denominated guarantees, representing 7.2 percent of total Bank
exposure, and 7.5 percent of outstanding exposure.

Using foreign currency exchange rates at September 30, 2017, EXIM Bank adjusted the dollar
amount of the outstanding balances for these transactions. The adjustment was a net increase in
exposure of $192.3 million for a total outstanding exposure balance of $5,389.2 million of
foreign currency denominated guarantees, representing 7.4 percent of total Bank exposure, and
7.8 percent of outstanding exposure.

The level of foreign currency authorizations is attributable in large part to borrowers’ desire to
borrow funds in the same currency as they earn funds in order to mitigate the risk involved with
exchange rate fluctuations. The majority of the foreign currency authorizations support U.S.
exports of commercial jet aircraft.

Exhibit 8 shows the U.S. dollar value of the Bank’s outstanding foreign currency exposure by
currency.

Exhibit 8: U.S. Dollar Value of Outstanding Foreign Currency Exposure

FY 2018 FY 2017
Outstanding Outstanding

Balance Percent Balance Percent
Currency (in millions) of Total (in millions) of Total
Euro $2,620.8 60.5% $3,369.2 62.5%
Japanese Yen 534.4 12.3% 620.8 11.5%
South African Rand 498.9 11.5% 478.0 8.9%
Canadian Dollar 370.7 8.6% 466.7 8.7%
Australian Dollar 158.1 3.7% 193.3 3.6%
New Zealand Dollar 65.8 1.5% 95.9 1.8%
Mexican Peso 55.1 1.3% 118.1 2.2%
Korean Won 19.8 0.5% 40.0 0.7%
British Sterling 6.4 0.1% 7.2 0.1%
Total $4,330.0 100.0% $5,389.2 100.0%



Portfolio Loss Reserves

Allowance for Losses on Loans, Guarantees, Insurance and Subrogated Claims

The total allowance for EXIM Bank credits is comprised of an allowance for loss on all credits
and defaulted guarantees and insurance policies. A provision is charged to earnings as losses are
estimated to have occurred. Write-offs are charged against the allowance when management
determines that a loan or claim balance is uncollectable. Subsequent recoveries, if any, are
credited to the allowance.

The allowance for EXIM Bank credits authorized after FCRA equates to the amount of credit
loss associated with the applicable credit. EXIM Bank has established cash flow models for
expected defaults, fees, and recoveries to estimate the credit loss for allowance purposes. The
models incorporate EXIM Bank’s actual historical loss and recovery experience. In addition,
beginning in FY 2012, based upon industry best practices as well as recent changes to the
portfolio, the Bank incorporated qualitative factors into the quantitative methodology to calculate
the credit loss allowance.

Due to the fact that financial and economic factors affecting credit repayment prospects change
over time, the net estimated credit loss of loans, guarantees, and insurance is re-estimated
annually in accordance with OMB guidelines and Statement of Federal Financial Accounting
Standards (SFFAS) 18, Amendments to Accounting Standards for Direct Loans and Loan
Guarantees. This re-estimate indicates the appropriate level of funds necessary to cover
projected future claims. Decreases in estimated credit losses result in excess funds sent to the
U.S. Treasury while increases in estimated credit losses are covered by additional appropriations
that become automatically available through permanent and indefinite authority, pursuant to the
FCRA.

EXIM Bank incorporates a quantitative and qualitative framework to calculate loss reserves.
This framework has continuously evolved and been refined over the years. In FY 2018, EXIM
Bank updated qualitative adjustments in its loss model, of which a subset are built into the
guantitative framework.

Those built into the quantitative framework include factors such as loss curves for sovereign
guaranteed transactions and asset backed aircraft. Those not built into the quantitative
framework look at minimum levels of expected losses, and the global macroeconomic
environment.

The estimated credit loss of the outstanding balance of loans, guarantees, and insurance is re-
estimated annually in accordance with OMB guidelines and SFFAS 18. This re-estimate
indicates the appropriate balance necessary in the financing accounts to ensure sufficient funds to
pay future estimated claims. EXIM Bank can experience downward re-estimates, sending funds
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to the U.S. Treasury, or upward re-estimates, receiving funds in the form of appropriation from
the U.S. Treasury, which can vary by year.

The re-estimate of the credit loss of the exposure for FY 1992 through FY 2018 commitments
calculated at September 30, 2018, indicated that the net amount of $146.3 million of funds were
needed in the financing accounts. The upward re-estimate will be received FY 2019. The re-
estimate of the credit loss of the exposure for FY 1992 through FY 2017 commitments calculated
at September 30, 2017, indicated that there was a net excess of $310.8 million in the financing
accounts. The transfer of the net downward re-estimate to the U.S. Treasury took place in FY
2018.

The total allowance for losses at September 30, 2018, for loans, claims, guarantees, and
insurance commitments is $2,609.7 million, representing 4.5 percent of outstanding balance of
$58,018.9 million (Exhibit 9). This compares to the allowance for losses at September 30, 2017,
for loans, claims receivable, guarantees, and insurance commitments of $2,577.8 million
representing 3.7 percent of outstanding balance of $69,045.2 million.

The allowances for losses for EXIM Bank credits authorized after FCRA equates to the amount
of estimated credit loss associated with the applicable loans, claims, guarantees, and insurance.
According to SFFAS 2, Accounting for Direct Loans and Guarantees, direct loans disbursed and
outstanding are recognized as assets at the present value of their estimated net cash flows. The
difference between the outstanding principal of the loans and the present value of their net cash
inflows is recognized as the allowance for credit losses. For guaranteed loans outstanding, the
present value of estimate net cash flows of the loan guarantee is recognized as a guaranteed loan
liability.

EXIM Bank’s credit programs generally have fees and interest rates higher than the expected
default and funding costs, resulting in the net present value of cash inflows to be greater than the
outstanding principal of the credit.
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Exhibit 9: Loss Reserves and Exposure Summary

(in millions) FY 2018 FY 2017
Outstanding Guarantees and Insurance 38,652.3 $ 47,369.4
Outstanding Loans 18,444.7 20,702.4
Outstanding Defaulted Guarantees and Insurance 921.9 973.4
Total Outstanding 58,0189 $ 69,045.2
Undisbursed Guarantees and Insurance 23698 $ 2,871.0
Undisbursed Loans 147.6 562.7
Total Undisbursed 25174 3 3,433.7
Total Exposure 60,536.3 $ 72,478.9
Weighted-Average Risk Rating of Total Exposure 4.3 4.3
Loss Reserves
Liability for Guarantees and Insurance 5943 $ 984.0
Allowance for Loan Losses 1,265.1 820.6
Allowance for Defaulted Guarantees and Insurance 750.3 773.2
Total Reserves 2,609.7 $ 2577.8
Loss Reserve as Percentage
of Outstanding Balance 4.5% 3.7%
Loss Reserve as Percentage
of Total Exposure 4.3% 3.6%

ii. Impaired Credits and Paris Club Activities

Impaired Credits

Impaired Credits are defined as those transactions risk rated as Budget Cost Level (“BCL”) 9 to

11 and are on the verge of default due to political, commercial, operational, and/or technical
events or unforeseeable circumstances which have affected the Borrower's ability to service

repayment of EXIM Bank credits.

Paris Club Activities

The Paris Club is a group of 22 permanent member-creditor countries that meet regularly in Paris

to discuss and provide debt relief to qualifying debtor countries. The U.S. Treasury and State

Department are members of the organization and represent the interests of all U.S. agencies that

hold international debt. In both FY 2017 and FY 2018, no countries received Paris Club
treatment of debt in the form of principal forgiven.
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iii. Portfolio-Risk Rating System and Risk Profile

The Interagency Country Risk Assessment System (ICRAS)

In 1992, OMB established the Interagency Country Risk Assessment System (ICRAS) to provide
a framework for uniformly measuring the costs of the U.S. government’s international credit
programs across the various agencies that administer them. To operate this framework, OMB
chairs an interagency working group composed of the agencies with international loan programs,
as well as the Departments of State and U.S. Treasury, the Federal Deposit Insurance Corp. and
the Federal Reserve Board. In addition, OMB consults annually with the Congressional Budget
Office.

One of OMB’s key goals in developing this system was to pattern ICRAS after systems in the
private sector. Therefore, ICRAS adopts similar ratings and rating methodologies as the private
rating agencies, such as Moody’s, Standard & Poor’s and Fitch IBCA.

Risk Ratings

ICRAS rates countries on the basis of economic, political, and social variables. Two risk levels
are determined for each country: a sovereign risk level, for lending to the sovereign government,
and a non-sovereign risk level, for lending within the private market of that sovereign
government. There are 11 sovereign and nine non sovereign risk categories. ICRAS currently
has risk ratings for 204 sovereign and 206 non-sovereign markets.

Throughout the rating process, analysts use private sector ratings as one of the benchmarks for
determining the ICRAS rating in keeping with the principle of congruence to private ratings.
When ICRAS ratings significantly deviate from Moody’s, S&P’s, Fitch IBCA’s or OECD
ratings, the reasoning is substantiated in an ICRAS paper and is the subject of interagency
discussion. This presumption serves as a key reference point throughout the ICRAS process.

The ratings are based, in general, on a country's (i) ability to make payments as indicated by
relevant economic factors and (ii) willingness to pay as indicated by payment record and political
and social factors. Four categories, ratings 1 through 4, are roughly equivalent to "creditworthy"
or "investment grade" private bond ratings. Three categories, ratings 9 to 11, are for countries
either unable to pay fully, even with extended repayment periods, or currently are unwilling to
make a good faith effort. Other categories reflect various degrees of potential or actual payment
difficulties.
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ICRAS Default Estimates

EXIM Bank has established cash flow models for expected defaults, fees and recoveries to
estimate the credit loss for each approved credit. For new authorizations in FY 2018 and FY
2017, the models incorporate EXIM Bank’s actual historical loss and recovery experience.

Exposure-Risk Profile

In accordance with the risk rating system detailed above, EXIM Bank classifies credits into 11
risk categories, with level 1 being the lowest risk. EXIM Bank generally does not authorize new
credits that would be risk-rated worse than level 8. On this scale, level 3 is approximately
equivalent to Standard and Poor’s BBB, level 4 approximates BBB-, and level 5 approximates
BB.

The decrease in the new authorization weighted-average risk rating is primarily related to the
increase in demand for EXIM Bank supported financing among higher risk-rated obligors. The
overall weighted-average risk rating for FY 2018 for rated export credit authorizations was 5.5
compared to a weighted-average risk rating of 6.1 in FY 2017. For FY 2018, 19.8 percent of
EXIM Bank’s rated new authorizations were in the level 1 to 4 range (AAA to BBB-) while 80.2
percent were rated level 5 to 8 (BB+ to B-).

Changes in the Portfolio-Risk Level

At September 30, 2018, EXIM Bank had a portfolio exposure of $60,536.3 million of loans,
guarantees, insurance and outstanding claims receivable. The risk rating for the total portfolio
exposure remained the same, with the weighted average in FY 2018 at 4.3 as compared to 4.3 in
FY 2017. The outstanding portfolio includes new business transactions and the existing portfolio
risk-rated at the end of each fiscal year.

VI1. Key Budget and Accounting Requirements

EXIM Bank reports under generally accepted accounting principles (GAAP) in the United
States. GAAP for federal entities are the standards and other authoritative pronouncements
prescribed by the Federal Accounting Standards Advisory Board (FASAB). Although EXIM
Bank is not required to comply with all sections of the Circular A-136, EXIM Bank follows the
format and content outlined by Circular A-136 when preparing the financial statements and
footnotes. Under government GAAP standards, the Bank reported total net excess program cost
over revenue of $38.3 million for the year ended September 30, 2018 and total net excess
program revenue over costs $188.0 million for the year ended September 30, 2017.

Administrative and program costs for new loan, guarantee and insurance authorizations are
initially covered by the fees collected on a cash basis (offsetting collections) from the Bank’s
credit program customers. Costs above the fees collected are supplemented with an annual
discretionary appropriation from the U.S. Congress. The Bank may, on occasion, receive
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mandatory appropriations when it is determined that additional funds are needed through the
credit loss re-estimate of the Bank’s existing portfolio.

While EXIM looks to further optimize the execution of mission and implementation of its
Charter, the Bank complies with Federal Budget and Governmental Accounting requirements,
two of which are discussed below.

Budgeting for New Authorizations under the Federal Credit Reform Act (FCRA)

Under the FCRA, the U.S. Government budgets for the present value of the estimated cost of
credit programs. For EXIM Bank, the cost is determined by analyzing the net present value of
expected cash receipts and cash disbursements associated with all credits authorized during the
year. Cash receipts typically include fees, loan principal, and loan interest, while cash
disbursements typically include loan disbursements and the payment of claims. EXIM Bank
collects fees that cover program obligations and administrative costs to the extent possible.

When expected cash disbursements exceed expected cash receipts, there is an expected net
outflow of funds, resulting in a “cost” to the Bank. This cost is sometimes referred to as subsidy
or program cost. EXIM Bank is required to estimate this cost annually and to seek budget
authority from Congress to cover that cost. New loans and guarantees with a program cost
cannot be committed unless sufficient program budget authority is available to cover the
calculated credit cost. EXIM Bank has devoted extensive time and resources to reduce credit
subsidy expenses. Total yearly credit subsidies have decreased from $29.6 million in FY 2009,
to zero credit subsidies in FY 2015, which continued into FY 2018 to the extent possible.

Prior to FY 2008, the amount of program revenue was not credited or retained by the Bank but
instead was transferred to a general fund receipt account at the U.S. Treasury upon disbursement
of the underlying credit. In FY 2008, Congress changed the form in which budget authority is
provided to the Bank to cover (1) the estimated costs for that portion of new authorizations
where fees are insufficient to cover expected losses (subsidy or program cost) and (2)
administrative costs.

At the start of the fiscal year, the U.S. Treasury provides EXIM Bank with an appropriation
warrant for program costs as well as administrative costs. The amount of the warrant is
established by spending limits set by Congress. Fees collected during the year that are in excess
of expected losses (offsetting collections) are retained by EXIM Bank and used to repay the
warrant received at the start of the year to the extent possible.

This change occurred as a result of an in-depth analysis of the Bank’s historical net default
experience in relation to the fees collected on its credit programs. The analysis illustrates that
fees collected were not only sufficient to cover credit losses, they were also sufficient to cover
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administrative costs. EXIM Bank has been self-financing since 2008. Given the continued lack
of Board of Directors’ quorum, the Bank has been unable to approve transactions over $10
million and as a result has not been able to generate sufficient excess cash inflows to fully self-
finance administrative costs. Therefore, in FY 2018, EXIM self-financed $31.2 million of
administrative costs with offsetting collections and the remaining $78.8 million was covered by
the discretionary appropriation provided by the U.S. Congress.

Congress continues its oversight of the Bank’s budget, setting annual limits on its use of funds
for program and administrative costs obligations and other obligations.

Financial Accounting Policy

The accompanying FY 2018 and FY 2017 financial statements have been prepared in accordance
with generally accepted accounting principles in the United States applicable to federal agencies.
Although EXIM Bank is not required to comply with all sections of the Office of Management
and Budget (OMB) Circular A-136, Financial Reporting Requirements, revised as of July 30,
2018, EXIM Bank follows the format and content outlined by Circular A-136 when preparing
the financial statements and footnotes. Circular A-136 details the financial data required to be
disclosed, the assertions and reviews over financial information that must be performed and
suggests the presentation of such information.

EXIM Bank follows OMB Circular A-11 Preparation, Submission, and Execution of the Budget,
as the primary guidance for calculating the program cost associated with the Bank’s transactions.
In accordance with this guidance, the amount of program cost calculated on the Bank’s
transactions authorized after FCRA and the associated fees collected equates to the loss
allowance on these transactions, and is disclosed as such on the financial statements and related
notes.

Balance Sheet and Statement of Net Cost

EXIM Bank is a government corporation that prepares financial statements in accordance with
generally accepted accounting principles in the United States applicable to federal agencies.
Statements reflect the form and content guidance contained in OMB Circular A-136. The
Circular provides a basic framework for agency financial reports and allows for “individual
agency flexibility to provide information useful to the Congress, agency managers, and the
public”.

EXIM Bank’s Statement of Net Costs shows the costs and revenues of each of the Bank’s major
programs. There are two major components, Administrative Costs and the Re-Estimate of Credit
Losses, which have a significant impact on the total net program cost over revenue. Fees and
Interest Revenue are offset by a provision for credit loss and thus has no impact on the total net

24



program cost over revenue. For this reason the “Statement of Net Costs” cannot be read as the
equivalent of an Income and Loss Statement.

Impact to Total Net Program Cost or Revenue

Program and Administrative Costs — program costs are subsidy expenses
(included in the Provision for Credit Losses) and administrative costs are the costs to
run the Bank and its programs. Program and administrative costs are covered by
offsetting collections or appropriation specifically for those expenses. Program and
administrative costs are reflected in the Statement of Net Costs; however, the
offsetting collections and appropriation used to cover those expenses are reflected in
the Statement of Changes in Net Position. Therefore, program and administrative
costs have a direct impact on the total net program cost or revenue.

Accrual For Annual Re-Estimate of Credit Loss Reserves — As previously
discussed, each year an analysis is performed to determine the adequacy of the credit
loss reserves reflected on the Balance Sheet. Based on this analysis, reserves are
either increased or decreased, with an offsetting charge (if reserves are increased) or
credit (if reserves are decreased) to the Provision for Credit Losses in the Statement
of Net Cost. The change in reserves can vary significantly from year-to-year and can
have a considerable impact on total net program cost or revenue.

No Impact to Total Net Program Cost or Revenue

Fee and Interest Revenue Net of Expenses - all fee and net interest revenue is
credited to the Balance Sheet loss reserves to cover future credit losses instead of
being applied to cumulative results of operations. As the reserves are increased by
the fee and net interest revenue, an offsetting provision for credit losses is charged
against income. These components offset and have zero impact on the total net
program cost or revenue.

The program and administrative costs and the accrual for the annual re-estimate of credit loss
reserves represent the true cost of carrying out EXIM’s programs and thus are the components
that drive the amount of net program cost or revenue displayed in the Statement of Net Cost. For
FY 2018, EXIM Bank’s total net excess program cost over revenue was $38.3 million.

EXIM Bank’s Balance Sheet shows a net position as of September 30, 2018 of $506.9 million.
The main variable impacting EXIM’s Net Position is the Cumulative Results of Operations,
which represent distribution of funds to the U.S. Treasury rather than the results of operational
activities. The FCRA requires federal agencies to transfer excess funds to the U.S. Treasury.
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Over time, EXIM neither accumulates earnings nor has a long term negative net position
although from time-to-time the net position shown on the Balance Sheet may be either positive
or negative. The yearly change in the net position is shown in detail in the Statement of Changes
in Net Position. Net program costs or revenue from the Statement of Net Costs, offsetting
collections and appropriation usage, and transfers to the U.S. Treasury all affect the Bank’s net
position shown on the Balance Sheet.

In certain instances, EXIM’s Statement of Net Cost may show a net cost for the year while at the
same time EXIM will have transferred funds to the U.S. Treasury. This is due to differing
requirements of the two main pieces of legislation that govern EXIM’s operations — the FCRA
and the annual appropriation act passed by Congress.

The annual appropriation act permits EXIM to use offsetting collections (fees and interest
collected in the current year that are in excess of amounts set aside for expected losses for the
credits that are disbursing in the current fiscal year) to cover administrative obligations made in
the current year and to withhold a certain amount for future program (subsidy) costs. Offsetting
collections in a given year in excess of amounts stated in the annual appropriation must be
transferred to the U.S Treasury at the end of each fiscal year.

The FCRA requires an annual re-estimate of the reserves for credit losses for the entire portfolio.
As mentioned above, if the analysis indicates that the reserves must be increased, there is a
charge against income for the amount of the increase and together with the program costs may
result in a significant overall net cost. The Statement of Net Costs may therefore show a net
overall cost while in the same year excess offsetting collections are transferred to the U.S.
Treasury.

In addition to excess offsetting collections, EXIM Bank’s transfers to the U.S. Treasury have
included dividends declared and paid; pre-credit reform liquidating account transfers, and
downward re-estimates of the reserve for credit losses. Prior to 1992, EXIM Bank declared and
paid dividends to the U.S. Treasury that totaled $1.0 billion. Since FCRA, which took effect in
1992, EXIM has sent a net $9.6 billion to the U.S. Treasury, which consists of offsetting
collections, capital transfers, rescissions, and canceled authority.

Significant Financial Data

Exhibit 10 presents certain financial data from the Balance Sheets and the Statements of Net
Costs. This financial data is highlighted due to a significant change (10 percent) and significant
dollar difference between the applicable periods for FY 2018 and FY 2017. More detailed
financial information can be found in the financial statements and notes.
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Exhibit 10: Significant Financial Data

(i millionis) FY 2018 FY 2017
Balance Sheets

Fund Balance with Treasury 5347189 56.378.5
Direct Loans Feceivable, Net 174173 20,064 .3
Eecetvables from Subrogated Claims, Net 176.0 2022
Borrowings from the U8, Treasury 202126 246453
Accounts Payable to the US. Treasury 668.6 12438
Guarantee Loan Liahility 3043 0340
Other Liabilities 878 1570
Cumulative Results of Operations (1,732.2) (1422.3)
Statements of Net Cost

Program Costs - Loans 1.332.0 1.152.0
Program Costs - Guarantees (61.6) (129.4)
Program Revenues - Guarantees (338.0) (4139
Statements of Changes in Net Position

Offsetting Collections 68.3 1254
Transfers Without Eeimbursement 693.1 11.1

Statements of Budgetary Resources
Unexpired unoblizated balance, end of vear 15490 46858

Oratlays, Net 1.297.6 2.366.5

Balance Sheet

Fund Balance with the U.S. Treasury: Fund Balance with the U.S. Treasury decreased by
$3,106.6 million from $6,578.5 million at September 30, 2017 to $3,471.9 million at September
30, 2018. The change is primarily attributed to approximately $3,272.4 million in direct loan
principal repayments, net claim recoveries, interest and fee collections, as well as $177.9 million
in borrowings from the U.S. Treasury and appropriations were received for $84.5 million. This
is offset by $187.2 million in direct loan disbursements and $310.8 million FY 2017 net credit
loss re-estimate that was sent to the U.S. Treasury in FY 2018. Additionally, paid to the U.S.
Treasury in FY 2018 was a repayment of borrowings of $4,610.6 million and the interest
expense on borrowings for $670.9 million. Capital transfers and cancelled funds totaling $694.9
million were also sent to the U.S Treasury at the end of the fiscal year.

Direct Loans Receivable, Net: Direct Loans Receivable decreased by $2,647.0 million from
$20,064.3 million at September 30, 2017 to $17,417.3 million at September 30, 2018 primarily
as a result of $187.2 million in direct loan disbursements, offset by $2,475.4 million of direct
loan principal repayments. The decrease in loans receivable is resulting in general from the
Export-Import Bank’s continued lack of board quorum to approve medium-term and long-term
transactions over $10.0 million.
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Receivables from Subrogated Claims: Receivables from Subrogated Claims decreased by $26.2
million from $202.2 million at September 30, 2017 to $176.0 million at September 30, 2018.
The decrease is mainly due to $69.7 million of claims collected, offset by $35.5 million claim
payments.

Borrowings from the U.S. Treasury: Borrowings from the U.S. Treasury decreased by $4,432.7
million from $24,645.3 million at September 30, 2017 to $20,212.6 million at September 30,
2018. The decrease is due to net repayment of borrowings to the U.S. Treasury.

Accounts Payable to the U.S. Treasury: Accounts Payable to the U.S. Treasury decreased by
$575.2 million from $1,243.8 million at September 30, 2017 to $668.6 million September 30,
2018. The decrease is due to the $959.6 million payment to the U.S. Treasury for the FY 2017
downward re-estimate, which is offset by the FY 2018 downward re-estimate of $374.9 million
that will be sent to the U.S. Treasury in FY 2019.

Guaranteed Loan Liability: Guaranteed Loan Liability decreased by $389.7 million from
$984.0 million at September 30, 2017 to $594.3 million at September 30, 2018. The change is
attributed to changes to the risk profile of the portfolio as well as capital transfers.

Other Liabilities: Other Liabilities decreased by $69.2 million from $157.0 million at
September 30, 2017 to $87.8 million at September 30, 2018. The decrease is primarily attributed
to $46.6 million in offsetting collections used.

Cumulative Results of Operations: Cumulative Results of Operations decreased by $309.4
million from a cumulative loss of $1,422.8 million at September 30, 2017 to a cumulative loss of
$1,732.2 million at September, 2018. The decrease is mostly due to $693.1 million in capital
transfers to the U.S. Treasury without reimbursement, and the current downward re-estimate of
$374.9. This is offset by $723.9 million of appropriations used and $68.5 million in offsetting
collections.

Statement of Net Costs

Program Costs — Loans: Program Costs for Loans increased by $180.0 million from $1,152.0
for the year ended September 30, 2017 to $1,332.0 million for the year ended September 30,
2018. The change is mainly due to a decrease of the downward re-estimate payable to the U.S.
Treasury of $249.9 million, offset by a decrease in provision for losses of $94.5 million.

Program Costs — Guarantees: Program Costs for Guarantees increased by $67.8 million from
($129.4) million for the year ended September 30, 2017 to ($61.6) million for the year ended
September 30, 2018. The change is mostly related to a decrease of loan subsidy amortization of
$123.2 million and a decrease in the upward re-estimate of $56.6 million. This is offset by a
decrease in the provision for losses of $86.6 million and a decrease in the downward re-estimate
of $321.1 million.
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Program Revenue — Guarantees: Program Revenue for Guarantees decreased by $75.0 million
from $413.9 million for the year ended September 30, 2017 to $338.9 million for the year ended
September 30, 2018. The decrease is mainly due to a decrease in Treasury interest income of
$29.2 million as well as a decrease in fee income of $43.4 million.

Statement of Changes in Net Position

Transfers Without Reimbursement: Transfers Without Reimbursement increased by $682.0
million from $11.1 million for the year ended September 30, 2017 to $693.1 million for the year
ended September 30, 2018. The increase is mainly due to the transfer of funds collected by
EXIM Bank, from rescheduled loans and claims, to the U.S. Treasury of $623.8 million.

Statement of Budgetary Resources

Unexpired unobligated balance, end of year: The unexpired unobligated balance at the end of
the year decreased by $3,136.8 million from $4,685.8 million at September 30, 2017 to $1,549.0
million at September 30, 2018. The decrease is mainly due to the decrease in collections of
$944.0 million and increase in borrowing repayments of $2,378.6 million.

Outlays, net: Outlays decreased by $1,068.9 million from $2,366.5 million at September 30,
2017 to $1,297.6 million at September 30, 2018. The change is due to a decrease in actual
offsetting collections of $1,161.2 million and a decrease in gross outlays of $92.3 million.

Significant Factors Influencing Financial Results

The most significant factor that determines EXIM Bank’s financial results and condition is a
change in the risk level of EXIM Bank’s loan, guarantee and insurance portfolio, and the
adjustment to the allowance for credit losses that must be made to reflect the change in risk. The
level of risk of individual credits or groups of credits may change in an unexpected manner as a
result of international financial, economic, and political events. Consequently, significant and
unanticipated changes in EXIM Bank’s allowance for credit losses may occur in any year.

The major risks to the Bank in its credit portfolio are repayment risk and market risk. Other risks
the Bank must assess and attempt to minimize are strategic, operational, and legal risk.

Repayment Risk: In fulfilling its mission to support U.S. jobs by facilitating the export of U.S.
goods and services, by providing competitive export financing, and ensuring a level playing field
for U.S. goods and services in the global marketplace, EXIM Bank must balance the risks
associated with assuming credit and country risks that the private sector is unable or unwilling to
accept with the requirement of reasonable assurance of repayment for its credit authorizations.
Repayment risk is the risk that a borrower will not pay according to the original agreement and
the Bank may eventually have to write-off some or the entire obligation. Repayment risk is
primarily composed of:
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Credit Risk: The risk that an obligor may not have sufficient funds to service its debt or may
not be willing to service its debt even if sufficient funds are available.

Country Risk: The risk that payment may not be made to the Bank, its guaranteed lender, or
it’s insured as a result of expropriation of the obligor’s property, war, or inconvertibility of
the borrower’s currency into U.S. dollars.

Market Risk: Risks stemming from the nature of the markets in which the Bank operates.
Principal components of market risk are:

Concentration Risk: Risks from the composition of the credit portfolio as opposed to risks
related to specific obligors. The Bank has the following concentration risks:

Industry Risk: The risk that events could negatively impact not only one company but many
companies simultaneously in the same industry. The Bank’s credit exposure is highly
concentrated by industry: 81.4 percent of the Bank’s credit portfolio is in three industries (air
transportation, manufacturing, and oil and gas), with air transportation representing 47.1
percent of the Bank’s total exposure. Events impacting these industries are frequently
international in nature and may not be confined to a specific country or geographic area.

Geographic / Risk Similar Region Concentration: The risk that events could negatively impact
not only one country but many countries simultaneously in an entire region. Currently, 58.9
percent of the Bank’s credit exposure is concentrated in three separate regions: Asia (24.7
percent), Latin America and the Caribbean (17.8 percent), and Middle-East and North Africa
(16.4 percent). The Bank regularly conducts stress testing on its overall portfolio and regions
using Monte-Carlo simulation. In March 2017, the Bank stress tested the Asia sub-portfolio
where the simulation results showed that even in the most extreme simulations the Bank does
not anticipate this portfolio having a default rate above 2 percent.

Obligor Concentration: The risk stemming from portfolio concentration with one or a few
obligors such that a default by one or more of those borrowers will have a disproportionate
impact. The Bank’s five largest public and private sector obligors make up 24.4 percent of the
portfolio. The Bank proactively manages individual transactions in the Bank’s portfolio with
a focus upon the financial condition of an obligor. In addition, the Bank assesses the use,
maintenance, and condition of mortgaged collateral, as applicable along with actively
managing operative phase matters, including any requested or necessary amendments, waivers,
and consents.

Foreign Currency Risk: Risk stemming from an appreciation or depreciation in the value of a
foreign currency in relation to the U.S. dollar in EXIM Bank transactions denominated in that
foreign currency. If and when the Bank pays claims under foreign currency guarantees, the notes
are converted from a foreign currency obligation to a U.S. dollar obligation. The obligor must
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then repay to EXIM Bank the balance in U.S. dollars. This converts the foreign currency loan to
a dollar loan at that point, thereby eliminating any further foreign exchange risks. EXIM Bank
provides support for guarantees and insurance denominated in certain foreign currencies.

At the time of authorization, EXIM Bank records the authorization amount as the U.S. dollar
equivalent of the foreign currency obligation based on the exchange rate at that time.

Interest Rate Risk: EXIM Bank makes fixed-rate loan commitments prior to borrowing to fund
loans and takes the risk that it will have to borrow the funds at an interest rate greater than the
rate charged on the credit. To mitigate the interest rate risk, EXIM charges at least 100 basis
points over borrowing costs and generally fixes the interest rates at the time of disbursement.

Operational Risk: Operational risk is the risk of material losses resulting from human error,
system deficiencies, and control weaknesses. To mitigate the risk of loss stemming from
operational dysfunctions EXIM Bank has established a strong internal control environment that
is reviewed by an independent internal auditor and has included process documentation, proper
supervisory monitoring and technology access/edit controls. In addition, the Bank provides staff
with training to reduce operational risk across the organization, along with the creation of a Chief
Ethics Officer that will oversee the enforcement of the Code of Official Conduct for all
employees and contractors of the bank. EXIM Bank also has an Office of Inspector General that
conducts audits, inspections, and investigations relating to the Bank’s program and support
operations.

VIIl. Other Management Information

EXIM is subject to a statutory limit on lending which acts as an absolute financial limitation on
the outstanding aggregate amount of all the Bank’s loans, guarantees, and insurance. Under
provisions of the Export-Import Bank Act, as amended in FY 2015, the Bank’s current statutory
limit on lending is $135.0 billion. At September 30, 2018, EXIM Bank's statutory authority was
obligated as follows:

Exhibit 11: Statutory Limit on Lending

(it million) Available Obligated Balance
Statutory Limit on Lending §135.000.0 560.336.3 5744637

IX. Limitations of the Financial Statements

The financial statements have been prepared to report the financial position and results of
operations of EXIM Bank, pursuant to the requirements of 31 U.S.C. 3515 (b). While the
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statements have been prepared from the books and records of EXIM Bank in accordance with
government GAAP and the formats prescribed by OMB, the statements are in addition to the
financial reports used to monitor and control budgetary resources, which are prepared from the
same books and records. The statements should be read with the understanding that they are
prepared for a component of the U.S. government, a sovereign entity.

X. Systems, Controls, Legal Compliance

I. DATA Act

In May 2014, President Obama signed the Digital Accountability and Transparency Act of 2014
(DATA Act) (P.L. 113-101) into law. The purpose of the DATA Act is to make the Federal
spending data more accessible, searchable, and reliable. The U.S. Department of the Treasury
(Treasury) and the Office of Management and Budget (OMB) are leading the government-wide
implementation of the DATA Act.

The DATA Act directs OMB and Treasury to establish government-wide financial data standards
for federal funds made available to or expended by federal agencies and entities receiving such
funds. EXIM Bank is in compliance with the DATA Act requirements and provides its spending
information — including linked financial and award data — using a new, government-wide data
structure. EXIM reports DATA Act information to the U.S. Treasury on a quarterly basis.
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Balance Sheets

As of As of

(in millions) September 30, 2018 September 30, 2017
ASSETS
Intragovernmental

Fund Balance with the U.S. Treasury (Note 2) $3,471.9 $6,578.5
Total Assets - Intragovernmental 3,471.9 6,578.5
Public

Loans Receivable, Net

Direct Loans Receivable, Net (Note 3A) 17,417.3 20,064.3
Receivables from Subrogated Claims, Net (Note 3E) 176.0 202.2

Total Loans Receivable, Net 17,593.3 20,266.5

Accounts Receivable (Note 5) 11.3 10.9
Total Assets - Public 17,604.6 20,277.4
Total Assets $21,076.5 $26,855.9
LIABILITIES
Intragovernmental

Borrowings from the U.S. Treasury (Note 8) $20,212.6 $24,645.3

Accounts Payable to the U.S. Treasury (Note 7) 668.6 1,243.8
Total Liabilities - Intragovernmental 20,881.2 25,889.1
Public

Payment Certificates (Note 8) 115 25.1

Accounts Payable 8.6 7.6

Guaranteed Loan Liability (Note 3G) 594.3 984.0

Other Liabilities (Note 6, 9) 87.8 157.0
Total Liabilities - Public 702.2 1,173.7
Total Liabilities $21,583.4 $27,062.8
NET POSITION

Capital Stock $1,000.0 $1,000.0

Unexpended Appropriations 225.3 215.9

Cumulative Results of Operations (1,732.2) (1,422.8)
Total Net Position (506.9) (206.9)
Total Liabilities and Net Postion $21,076.5 $26,855.9

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



Statements of Net Costs

For the Year Ended

For the Year Ended

(in millions) September 30, 2018 September 30, 2017
Loans

Program Costs $1,332.0 $1,152.0

Less: Earned Revenue (977.6) (936.0)
Net Cost of Loans $354.4 $216.0
Guarantees

Program Costs ($61.6) ($129.4)

Less: Earned Revenue (338.9) (413.9)
Net Cost of Guarantees (%$400.5) ($543.3)
Insurance

Program Costs ($17.7) $19.2

Less: Earned Revenue (18.7) (14.6)
Net Cost of Insurance ($36.4) $4.6
Net Excess Program (Revenue) Over Costs ($82.5) ($322.7)
Administrative Costs (Note 3K)

Administrative Costs $121.1 $135.1

Less: Administrative Expenses Reimbursed (0.3) (0.4)
Net Administrative Costs $120.8 $134.7
Net Costs of Operations $38.3 ($188.0)

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



Statements of Changes in Net Position

For the Year Ended September 30, 2018

Cumultative
Capital Unexpended Results of
(in millions) Stock Appropriations Operations Total
Beginning Balance $1,000.0 $215.9 ($1,422.8) ($206.9)
Budgetary Financing Sources
Appropriations Received - Admin - 78.8 - 78.8
Appropriations Received - IG - 5.7 - 5.7
Appropriations Received - Reestimate - 648.8 - 648.8
Appropriations Used - (723.9) 723.9 -
Offsetting Collections - - 68.5 68.5
Transfer Without Reimbursement - - (693.1) (693.1)
Other Adjustments - - - -
Other Financing Sources
Imputed Financing - - 4.4 4.4
Other Non-Entity Activity (Note 7) - - (374.8) (374.8)
Total Financing Sources - 9.4 (271.1) (261.7)
Net Cost of Operations - - 38.3 38.3
Net Change - 9.4 (309.4) (300.0)
Ending Balance $1,000.0 $225.3 ($1,732.2) ($506.9)
For the Year Ended September 30, 2017
Cumultative
Capital Unexpended Results of
(in millions) Stock Appropriations Operations Total
Beginning Balance $1,000.0 $216.5 ($862.2) $354.3
Budgetary Financing Sources
Appropriations Received - IG - 5.7 - 5.7
Appropriations Received - Reestimate - 87.2 - 87.2
Appropriations Used - (93.3) 93.3 -
Offsetting Collections - - 125.4 1254
Transfer Without Reimbursement - - (11.1) (11.1)
Other Adjustments - (0.2) 0.2 0
Other Financing Sources
Imputed Financing - - 3.2 3.2
Other Non-Entity Activity (Note 7) - - (959.6) (959.6)
Total Financing Sources - (0.6) (748.6) (749.2)
Net Cost of Operations - - (188.0) (188.0)
Net Change - (0.6) (560.6) (561.2)
Ending Balance $1,000.0 $215.9 ($1,422.8) ($206.9)

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



Combined Statements of Budgetary Resources

(in millions)

Budgetary Resources:
Unobligated from Prior Year Budget Authority, net (discretionary and mandatory)
Appropriations (discretionary and mandatory)
Borrowing Authority (discretionary and mandatory)
Spending Authority from Offsetting Collections (discretionary and mandatory)
Total Budgetary Resources (Note 12)

Net adjustments to unobligated balance brought forward, Oct 1 (memorandum only) (Note 12)

Status of Budgetary Resources:
New obligations and upward adjustments (total)
Unobligated Balance, End of Year
Unapportioned, unexpired accounts
Unexpired unobligated balance, end of year
Expired unobligated balance, end of year
Unobligated balance, end of year (total) (Note 12)
Total Status of Budgetary Resources

Outlays, Net
Outlays, net (total) (discretionary and mandatory)
Distributed offsetting receipts (-)

Agency outlays, net (discretionary and mandatory)

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

For the Year Ended
September 30, 2018

Non-Budgetary
Credit Reform

For the Year Ended
September 30, 2017

Non-Budgetary
Credit Reform

Financing
Budgetary Account Total

$519.1 $2,894.3 $3,413.4
723.3 - 723.3
34.6 134.6 169.2
$1,277.0 $3,028.9 $4,305.9
$2.3 ($1,559.5) ($1,557.2)
$781.9 $1,679.9 $2,461.8
200.0 1,349.0 1,549.0
295.1 - 295.1
495.1 1,349.0 1,844.1
$1,277.0 $3,028.9 $4,305.9
$737.3 ($2,034.9) ($1,297.6)

- (959.6) (959.6)
$737.3 ($2,994.5) ($2,257.2)

Financing

Budgetary Account Total
$520.3 $2,172.2 $2,692.5
92.9 - 92.9
- 1,100.0 1,100.0
121.5 2,789.3 2,910.8
$734.7 $6,061.5 $6,796.2
$0.8 $20.9 $21.7
$217.9 $1,607.7 $1,825.6
232.0 4,453.8 4,685.8
284.8 - 284.8
516.8 4,453.8 4,970.6
$734.7 $6,061.5 $6,796.2
$84.6 ($2,451.1) (%$2,366.5)
- (1,019.7) (1,019.7)
$84.6 ($3,470.8) ($3,386.2)




Notes to the Financial Statements

1. Summary of Significant Accounting and Reporting Policies

Enabling Legislation and Mission

The Export-Import Bank of the United States (“EXIM”, “EXIM Bank”, or “the Bank™) is an
independent executive branch agency and a wholly owned U.S. government corporation that was
first organized as a District of Columbia banking corporation in 1934. EXIM Bank is the official
export credit agency of the United States. In accordance with its Charter (12 USC 635 et seq.),
continuation of EXIM Bank’s functions in furtherance of its objectives and purposes is subject to
periodic extensions granted by Congress. The Export-Import Bank Reauthorization Act of 2015
(“the Reauthorization Act of 2015”) extended the Bank’s Charter until September 30, 2019. If
the Charter is not extended at that point, the Bank will not be able to authorize new credits;
however, under the terms of its charter the Bank will continue to service existing loans,
guarantees, and insurance policies. EXIM Bank, along with all other federal agencies, is
currently appropriated through a continuing resolution through December 7, 2018, and
management expects EXIM Bank will receive a full year appropriation when Congress approves
an Omnibus Appropriations Bill funding the entire U.S Government.

The mission of EXIM Bank is to support U.S. exports by providing export financing through its
loan, guarantee, and insurance programs in cases where the private sector is unable or unwilling
to provide financing or where such support is necessary to level the playing field due to
financing provided by foreign governments to their exporters that are in competition for export
sales with U.S. exporters. The Bank’s Charter requires reasonable assurance of repayment for
the transactions the Bank authorizes, and the Bank closely monitors credit and other risks in its
portfolio. In pursuit of its mission of supporting U.S. exports, EXIM Bank offers four financial
products: loan guarantees, working capital guarantees, direct loans, and export credit insurance.
All EXIM Bank obligations carry the full faith and credit of the U.S. government.

During Fiscal Year (FY) 2015 and FY 2016, the Bank's authority to approve transactions lapsed
from July 1, 2015 to December 4, 2015. In addition, since July 20, 2015, the Board of Directors
of the Bank has lacked a quorum for the transaction of business and, as a result, the Bank is
unable to approve medium and long term transactions over $10.0 million.

EXIM Programs

Loans and guarantees extended under the medium-term loan program typically have repayment
terms of one to seven years, while loans and guarantees extended under the long-term loan
program usually have repayment terms in excess of seven years. For medium- and long-term
transactions, EXIM requires the buyer to pay 15 percent of the value of the export contract.
EXIM finances the lesser of 85 percent of eligible goods/services or 100 percent of the U.S
content.




Under the Working Capital Guarantee Program, EXIM Bank provides repayment guarantees to
lenders on secured, short-term working capital loans made to qualified exporters. The working
capital guarantee may be approved for a single loan or a revolving line of credit. EXIM Bank’s
working capital guarantee protects the lender from default by the exporter for 90 percent of the
loan principal and interest.

EXIM Bank’s export-credit insurance policies help U.S. exporters sell their goods overseas by
protecting them against the risk of foreign-buyer or other foreign-debtor default for political or
commercial reasons, allowing them to extend credit to their international customers. Insurance
policies may apply to shipments to one buyer or many buyers, insure comprehensive
(commercial and political) credit risks or only political risks, and cover short-term or medium-
term sales.

Basis of Accounting

EXIM Bank reports under generally accepted accounting principles (GAAP) in the United
States. GAAP for federal entities are the standards and other authoritative pronouncements
prescribed by the Federal Accounting Standards Advisory Board (FASAB). Although EXIM
Bank is not required to comply with all sections of the Office of Management and Budget
(OMB) Circular A-136, Financial Reporting Requirements, revised as of July 30, 2018, EXIM
Bank follows the format and content outlined by Circular A-136 when preparing the financial
statements and footnotes.

EXIM's Balance Sheets, Statements of Net Cost, and Statements of Changes in Net Position are
prepared using the accrual basis of accounting. This basis requires recognition of the financial
effects of transactions, events, and circumstances in the periods when those transactions, events,
and circumstances occur, regardless of when cash is received or paid. EXIM also uses budgetary
accounting to facilitate compliance with legal constraints and to track its budget authority at the
various stages of execution, including commitments, obligation, and eventual outlay. The
Statements of Budgetary Resources are presented on a combined basis and are prepared using
budgetary accounting methods.

Use of Estimates

The preparation of financial statements requires management to make estimates and assumptions
that affect the reported amounts of assets, liabilities, and net position and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenues and costs during the reporting period. The most significant of these estimates are the
allowances for losses on loans receivable, subrogated claims receivable, and guarantees and
insurance. EXIM Bank uses its historical default and recovery experience to calculate loss
estimates. Actual results may differ from those estimates.




Funds Balance with Treasury

Cash balances are held by U.S. Treasury on behalf of EXIM to make expenditures, pay
liabilities, and disburse funds for loan obligations. Fund balances at the Treasury include expired
year amounts, which are unavailable for obligation, as well as amounts currently available for
new obligations.

Loans Receivables, Net

Loan obligations are carried at principal and interest receivable amounts less an allowance for
credit losses. From time to time, EXIM Bank restructures financial terms because the obligor or
country has encountered financial difficulty and EXIM Bank has determined that providing relief
in this manner will enhance the ability to collect the loan.

Receivables from Subrogated Claims, Net

Receivables from subrogated claims represent the outstanding balance of payments that were
made on claims that were submitted to EXIM Bank in its capacity as guarantor or insurer under
EXIM Bank's export guarantee or insurance programs. Receivables from subrogated claims are
carried at principal and interest receivable amounts less an allowance for claim losses. Under the
subrogation clauses in its guarantee and insurance contracts, EXIM Bank receives all rights, title
and interest in all amounts relating to claims paid under insurance policies and guarantees and
therefore establishes an asset to reflect such rights.

Accrued Interest

Interest is accrued on loans and rescheduled claims as it is earned. Generally, loans and
rescheduled claims receivable delinquent 90 days or more are placed on a nonaccrual status
unless they are well-secured and significant collections have been received. At the time that a
loan or rescheduled claim is placed on nonaccrual status, any accrued but unpaid interest
previously recorded is reversed against current-period interest income. The interest on these
credits is accounted for on a cash basis until qualifying for return to accrual status. Generally,
these credits are returned to accrual status when all principal and interest amounts contractually
due are brought current and future payments are reasonably assured.

Accounting for Capitalized Interest on Rescheduled Loans and Subrogated Claims

Rescheduling agreements frequently allow for EXIM Bank to add uncollected interest to the
principal balance of rescheduled loans and subrogated claims receivable (i.e., capitalized
interest). When capitalized, any accrued interest receivable is reversed against current period’s
interest income. The amount of interest that was capitalized and included in the principal
balance is recorded as income when cash collections occur and only after all principal not related
to the capitalized interest is paid. An allowance is established for all uncollected capitalized
interest.




Allowance for Losses on Loans, Guarantees, Insurance and Subrogated Claims

The allowance for losses provides for estimated losses inherent in the loan, claim, guarantee, and
insurance portfolios. The allowance is established through a provision charged to earnings.

Write-offs are charged against the allowance when management believes the uncollectibility of a
loan or claim balance is confirmed. Subsequent recoveries, if any, are credited to the allowance.

The allowance is evaluated on a regular basis by management and is based upon management’s
periodic review of the collectability of the credits in light of historical and market experience, the
nature and volume of the credit portfolio, adverse situations that may affect the borrower’s
ability to repay, estimated value of any underlying collateral, and prevailing worldwide
economic and political conditions. This evaluation is inherently subjective as it requires
estimates that are susceptible to significant revision as more information becomes available.

The allowance for EXIM Bank’s credit-reform credits represents the amount of estimated credit
loss associated with the applicable credit. The credit loss is defined as the net present value of
estimated loan, guarantee, and insurance defaults less subsequent estimated recoveries. EXIM
Bank has established cash-flow models for expected defaults, fees, and recoveries to estimate the
credit loss for each approved credit. EXIM Bank uses recent historical loss experience and other
factors in developing the expected loss factors.

The net credit loss of credit-reform loans, guarantees, and insurance is re-estimated annually in
accordance with OMB guidelines and Statement of Federal Financial Accounting Standards
(SFFAS) 2, Accounting for Direct Loans and Loan Guarantees, SFFAS 18, Amendments to
Accounting Standards for Direct Loans and Loan Guarantees, and SFFAS 19, Technical
Amendments to Accounting Standards For Direct Loans and Loan Guarantees in SFFAS 2. The
re-estimates adjust the allowance for credit losses to account for actual activity and changes in
the financial and economic factors that affect the repayment prospects over time.

Accounting for Guarantees in a Foreign Currency

At the time of authorization, EXIM Bank records the authorization amount as the U.S.-dollar
equivalent of the foreign-currency obligation based on the exchange rate at that time. At the end
of each fiscal year, EXIM Bank determines the dollar equivalent of the outstanding balance for
each foreign-currency guarantee based on the exchange rate at the end of the year and adjusts the
guarantee loan liability accordingly.

Borrowings from the U.S. Treasury

EXIM Bank's outstanding debt is borrowings from the U.S. Treasury. Borrowings from the U.S.
Treasury are used to finance medium-term and long-term loans. These borrowings carry a fixed
rate of interest.




Accounts Payable to the U.S. Treasury

Accounts payable to the U.S. Treasury include the results of the re-estimate of the portfolio’s
expected losses as required under FCRA. The payable represents funds that are held in credit-
reform financing accounts that are determined to be in excess of amounts needed to cover future
defaults. The payable also includes expired budget authority no longer available for obligation
that will be returned to the U.S. Treasury.

Payment Certificates

Payment certificates represent EXIM Bank's outstanding liability related to specific claims for
which EXIM Bank is paying the guaranteed lender as the guaranteed installments become due.
Payment certificates are issued by EXIM Bank in exchange for the foreign importer’s defaulted
note which was guaranteed by EXIM Bank. Payment certificates carry the same repayment
terms and interest rate as the guaranteed foreign importer’s note. Payment certificates are
backed by the full faith and credit of the U.S. government and are freely transferable.

Fees and Premia

EXIM Bank charges a risk-related exposure fee under both the loan and guarantee programs that
is collected on each loan disbursement or shipment of goods under the guarantee policy. This
fee is amortized over the life of the credit using the effective yield method.

On working capital guarantees, EXIM Bank charges an up-front facility fee, which, due to the
short-term nature of the contracts, is credited to income as collected. Premia charged under
insurance policies are recognized as income using a method that generally reflects the exposure
over the term of the policy.

Appropriated Capital

Beginning in FY 2008, fees collected in excess of expected credit losses are used to reimburse
the U.S. Treasury for appropriations provided for program and administrative costs.
Appropriations received, if any, are returned to the U.S. Treasury when the period of availability
ends.

Congress has appropriated certain sums specifically for EXIM Bank’s tied-aid activities. Tied-
aid is government-to-government concessional financing of public-sector capital projects in
developing countries. Tied-aid terms usually involve total maturities longer than 20 years, lower
than market interest rates and/or direct grants.

Capital Stock
Capital stock represents the value of stock held by the U.S. Government, related to the Bank’s

incorporation as a U.S. government corporation.



Imputed Financing

A financing source is imputed by EXIM Bank to provide for pension and other retirement benefit
expenses recognized by EXIM Bank but financed by the Office of Personnel Management
(OPM). EXIM Bank follows OPM guidance released annually when calculating the imputed
cost (OPM Benefits Administration Letter, Number 18-303 dated August 2018).

Liquidating Account Distribution of Income

EXIM Bank maintains a liquidating account which accumulates the repayment on loans and
claims issued prior to the FCRA. At the end of each fiscal year, EXIM Bank transfers the cash
balance in this account to the U.S. Treasury.

Income Taxes

As an agency of the Federal Government, EXIM is generally exempt from all income taxes
imposed by any governing body, whether it be a federal, state, commonwealth, local, or foreign
government.

Prior Year Reclassifications
Certain prior year amounts have been reclassified to conform with the new format of the
Statement of Budgetary Resources according to OMB Circular A-136.

2. Fund Balance with the U.S. Treasury
Fund balances as of September 30, 2018 and September 30, 2017 were as follows:
(in millions) FY 2018 FY 2017

Status of Fund Balance with the U.S. Treasury
Unobligated Balance

Available $1,549.0 $4,685.8
Expired 293.7 284.2
Canceled and Unavailable 1.6 2.2
Obligated Balance Not Yet Disbursed 527.6 506.3
Reserved Funds 1,100.0 1,100.0
Total $3,471.9 $6,578.5

Reserved Funds consist of the amounts held for a specific purpose in accordance with the reserve
requirement as defined by the Reauthorization Act of 2015 (FY 2016). Based on this Act, the
Bank shall build to and hold in reserve, to protect against future losses, an amount that is not less
than 5 percent of the aggregate amount of disbursed and outstanding loans, guarantees, and
insurance of the Bank. As requested by the Reauthorization Act of 2015, per the reserve
requirement effective in FY 2017, the Bank has set aside $1,100 million funds to protect against
future losses in addition to the total allowance of $2,609.7 million reserved in accordance with
FCRA and SFFAS, as disclosed in Note 3L, Allowance and Exposure Summary. Therefore,
EXIM has available reserves and allowance for losses totaling $3,709.7 million (6.4 percent of
the total outstanding balance of loans, guarantees, and insurance) as of September 30, 2018. The
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Bank reviews the reserve levels in the financing accounts on an annual basis, to be compliant
with the reserve requirement.

Unobligated available funds represent unexpired appropriations and offsetting collections and
funds held in credit-reform financing accounts. Unobligated expired funds represent
appropriations and offsetting collections that are no longer available for new obligations.

Unobligated canceled funds represent appropriations that are no longer available and are returned
to the U.S. Treasury in subsequent years. Obligated balance not yet disbursed represents
appropriations, offsetting collections and funds held in the loan financing account awaiting
disbursement.

As of September 30, 2018 and September 30, 2017 there were no unreconciled differences
between U.S. Treasury records and balances reported on EXIM Bank’s general ledger.

3. Direct Loan, Loan Guarantees and Export-Credit Insurance Programs, Nonfederal
Borrowers

EXIM Bank offers fixed-rate loans directly to foreign buyers of U.S. goods and services. EXIM
Bank extends to a company’s foreign customer a fixed-rate loan covering up to 85 percent of the
U.S. contract value. The buyer must make a cash payment to the U.S. exporter of at least 15
percent of the U.S. contract value. EXIM Bank's direct loans generally carry the fixed-interest
rate permitted for the importing country and term under the "Arrangement on Guidelines for
Officially Supported Export Credits" negotiated among members of the Organisation for
Economic Co-operation and Development (OECD).

EXIM Bank loan guarantees cover the repayment risks on the foreign buyer’s debt obligations
incurred to purchase U.S. exports. EXIM Bank guarantees to a lender that, in the event of a
payment default by the borrower, it will pay to the lender the outstanding principal and interest
on the loan. EXIM Bank’s guarantee covers the commercial and political risks for 85 percent of
the U.S. contract value.

EXIM Bank’s export-credit insurance helps U.S. exporters sell their goods overseas by
protecting them against the risk of foreign-buyer or other foreign-debtor default for political or
commercial reasons, allowing them to extend credit to their international customers. Insurance
policies may apply to shipments to one buyer or many buyers, insure comprehensive
(commercial and political) credit risks or only political risks, and cover short-term or medium-
term sales.

Credit Reform

The primary purpose of the FCRA is to measure more accurately the cost of federal credit
programs and to place the cost of such credit programs on a basis equivalent with other federal
spending.



As part of the FCRA, OMB established the Interagency Country Risk Assessment System
(ICRAS) to provide a framework for uniformly measuring country risk for the U.S.
government’s international credit programs across the various agencies that administer them.
The ICRAS methodology determines the risk levels for lending to both sovereign governments
and non-sovereign borrowers.

ICRAS rates every country to which U.S. government agencies have outstanding loans or loan
guarantees or are anticipating making new credits available. ICRAS rates countries on the basis
of economic and political/social variables. There are 11 sovereign and 9 non-sovereign risk
categories and each country receives two ratings: a sovereign-risk rating and a private-risk rating.
ICRAS currently has risk ratings for 204 sovereign and 202 non-sovereign markets.

FY 2018 and FY 2017 Activity

Beginning in FY 2008, fees collected in excess of expected credit losses (offsetting collections)
are used to cover the Bank’s administrative costs and credit program needs for providing new
direct loans, guarantees, to the extent possible.

EXIM Bank was self-financing for budgetary purposes from FY 2008 to FY 2017. During these
years, EXIM Bank’s program revenue (i.e., in a given year, fee and interest collections from
transactions that exceed the reserve requirements on those transactions) was retained as
offsetting collections and used to offset the cost of new obligations in the fiscal year, including
prudent reserves to cover future losses as well as all administrative costs and subsidy carryover.

However, given the continued lack of Board of Directors’ quorum, in FY 2018 EXIM Bank was
unable to approve transactions over $10 million, and as a result was not able to generate
sufficient excess cash inflows to fully self-finance administrative costs.

In FY 2018, EXIM Bank had $31.2 million in offsetting collections which were used to partially
cover administrative costs. The remaining administrative costs were covered by the annual
congressional appropriation. In FY 2018 EXIM Bank received a $78.8 million appropriation for
administrative costs, and received no appropriation in FY 2017. In FY 2017 EXIM Bank was
self-financing and used offsetting collections to cover administrative costs.

During FY 2017, EXIM Bank collected $118.4 million of receipts in excess of estimated credit
losses. Out of these offsetting collections, $110.7 million was used to fund administrative costs,
and $7.7 million was retained and is available for obligation until September 30, 2020.

Administrative costs are the costs to administer and service EXIM Bank's entire credit portfolio.
The program costs are obligated to cover the estimated subsidy costs at the time loans,
guarantees and insurance are committed. As the loans disburse, or when the insured or
guaranteed event has taken place (generally when the related goods are shipped), the obligated
amounts are used to cover the estimated subsidy costs related to the disbursements and
shipments. The portion of the obligated amounts related to EXIM Bank's lending programs is



used to partially fund the loan disbursements, while the portions related to EXIM Bank's
guarantee and insurance programs are invested in an interest-bearing account with the U.S.
Treasury. Prior to loan disbursement or the insured or guaranteed event, all of the appropriated
funds and offsetting collections are held in a non-interest-bearing U.S. Treasury account.

EXIM Bank received a $5.7 million appropriation in both FY 2018 and FY 2017 for the Office
of Inspector General (OIG) administrative costs.

Allowances for Losses

The process by which EXIM Bank determines its allowances for losses for each fiscal year
involves assessing the repayment risk of the credit, which includes both commercial and political
risk factors, then calculating the loss reserve based on the percentage of loss associated with the
risk level assigned to the credit.

Sovereign risk is associated with an obligor that conveys the full faith and credit of its country.
To rate sovereign obligors, EXIM Bank relies on the risk levels assigned to sovereign countries
by ICRAS.

Non-sovereign obligors are divided into four categories for risk assessment purpose: (1) obligors
in workout status; (2) obligors rated by third-party rating agencies, such as, Standard & Poor’s
and Moody’s; (3) obligors not rated but publicly traded on local exchanges; and (4) obligors
neither rated nor publicly traded on local exchanges.

After the political and commercial risks of the transaction are assessed, the transaction is
assigned a risk rating based on the standard ICRAS classification. A major determinant of the
risk rating is the sovereign-risk rating of the country in which the obligor is located. Credit
enhancements such as the availability of liens and off-shore escrow accounts are taken into
account.

For pre-credit-reform and non-impaired loans receivable, EXIM Bank determines the allowance
using historical default and recovery rates. The allowance for losses on this exposure is
calculated using the credit loss estimate method. This is an estimate of the loss expected due to
credit risk and does not include non-credit factors.

Loss reserves on pre-credit-reform impaired credits are determined using OMB rates. Impaired
credits are defined as those transactions risk rated from 9 to 11, or on the verge of impairment
due to political, commercial, operational, and/or technical events or unforeseeable circumstances
that have affected the borrower’s ability to service repayment of EXIM Bank credits.

The allowance for losses for post credit-reform loans, guarantees, and insurance are determined
by the credit loss calculated at authorization and subsequent adjustments made to the allowance
as a result of the annual re-estimate.



Re-Estimate on Portfolio Expected Losses

The estimated credit loss of the outstanding balance of loans, guarantees, and insurance is re-
estimated annually. This re-estimate indicates the appropriate balance necessary in the financing
accounts to ensure sufficient funds to pay future estimated claims.

EXIM Bank uses recent historical loss experience and other factors in developing the expected
loss factors. In the event that the balance in the financing accounts exceeds the re-estimate level,
the difference will not be needed to cover future estimated claims and will be returned to the
U.S. Treasury. In the event that the balance in the financing accounts is less than the re-estimate
level, the FCRA provides that the difference will be transferred to EXIM Bank from a general
appropriation account authorized for this purpose.

Every year, EXIM Bank re-evaluates the methods used for calculating the reserves needed to
cover expected losses. The Bank uses historical experience to estimate the probability of default
as well as the loss given default. The probability of default (PD) is the likelihood that a
transaction would go into default while the loss given default (LGD) gives the estimated loss, net
of recoveries and expenses, if a default were to occur. Multiplying PD times LGD provides
expected loss factors across programs and budget cost level (BCL) categories. EXIM Bank uses
recent historical loss experience and other factors in developing the expected loss factors.

EXIM Bank incorporates a quantitative and qualitative framework to calculate loss reserves. A
subset of the qualitative factors are built into the quantitative framework. Those built into the
quantitative framework include factors such as loss curves for sovereign guaranteed transactions
and asset backed aircraft. Those not built into the quantitative framework look at minimum
levels of expected losses, the global macroeconomic environment. This framework has
continuously evolved and been refined over the years.

As of September 30, 2018, the credit loss re-estimate of FY 1992 through FY 2018 commitments
outstanding balances indicated that a net of $146.3 million of additional funds were needed in the
financing accounts. The transfer of the net upward re-estimate will be received from the U.S.
Treasury in FY 2019.

As of September 30, 2017, the credit loss re-estimate of FY 1992 through FY 2017 commitments
outstanding balances indicated that there was a net excess of $310.8 million in the financing
accounts. The transfer of the net downward re-estimate to the U.S. Treasury took take place in
FY 2018.
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A. Direct Loans

EXIM Bank's loans receivable, as shown on the Balance Sheets, are net of an allowance for loan
losses. The value of assets related to direct loans is not comparable to expected proceeds from
the sale of the loans.

To calculate the allowance for loan losses for direct loans obligated prior to FY 1992, each of the
11 risk levels is identified with a loss percentage to determine the overall allowance for credit
losses as described above. In addition, certain credits and capitalized interest included in gross
loans receivable are reserved at 100 percent. During FY 2018, a large loan was reclassified from
pre- FY1992 to post FY 1991. The remaining pre- FY 1992 direct loan portfolio is highly
reserved.

The allowance for loss calculated for direct loans obligated since the beginning of FY 1992
equals the amount of credit loss incurred to support the loan obligation. The credit loss is the
amount of loss estimated to be incurred on the transaction, as previously described. At
September 30, 2018, and September 30, 2017, the allowance for loan losses on credit-reform
credits equaled 6.2 percent and 3.4 percent, respectively, of the outstanding loans and interest
receivable balance. The allowance percentage increased primarily due to the downgrading of the
credit quality related to a few large loans.

At September 30, 2018, and September 30, 2017, the allowance for both pre-credit-reform and
post credit-reform loans equaled 6.8 percent and 3.9 percent, respectively, of the total loans and
interest receivable.

The outstanding balances related to rescheduled installments included in loans receivable at
September 30, 2018 and September 30, 2017, were $457.6 million and $543.9 million,
respectively.

The net balance of loans receivable at September 30, 2018, and September 30, 2017, consists of
the following:

Loans Interest Allowance Value of Assets
Receivable and Fee for Loan Related to
FY 2018 (in millions) Gross Receivable Losses Direct Loans, Net
Loans Obligated Prior to FY 1992 $92.4 $39.3 ($122.6) $9.1
Loans Obligated After FY 1991 18,352.3 198.4 (1,142.5) 17,408.2
Total $18,444.7 $237.7 (%$1,265.1) $17,417.3
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Loans Interest Allowance Value of Assets

Receivable and Fee for Loan Related to
FY 2017 (in millions) Gross Receivable Losses Direct Loans, Net
Loans Obligated Prior to FY 1992 $331.4 $20.2  ($117.6) $234.0
Loans Obligated After FY 1991 20,371.0 162.3 (703.0) 19,830.3
Total $20,702.4 $182.5 ($820.6) $20,064.3
(in millions) FY 2018 FY 2017
Direct Loans Disbursed During Year $221.4 $771.1

B. Program Cost and Re-Estimate Expense for Direct Loans by Component

The table below discloses the interest, defaults, fees, and re-estimate amounts associated with
program cost disbursed in the current fiscal year on loan authorizations made in the current and
prior fiscal years and the current year loss re-estimate.

(in millions) FY 2018 FY 2017
Interest ($27.5) ($73.5)
Defaults 11.4 30.8
Fees and Other Collections (7.9 (49.3)
Total Program Cost (24.0) (92.0)
Net Re-estimate —Principal 400.9 39.6
Net Re-estimate — Interest 53.8 182.0
Total Net Re-estimate 454.7 221.6
Total Direct Loan Program (Cost) and Re-Estimate Expense $430.7 $129.6

The Interest Rate Re-Estimate was $58.1 million for FY 2018 and $9.3 million for FY 2017.

C. Program Cost Rates for Direct Loans by Program and Component

In FY 2018 and FY 2017 EXIM did not authorize direct loans that are associated with program
costs. Since July 20, 2015, the Board of Directors of the Bank has lacked a quorum for the
transaction of business and, as a result, the Bank is unable to approve medium and long term
transactions over $10.0 million.
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D. Schedule for Reconciling Direct Loan Allowance Balances

The table below discloses the components of the direct-loan allowance for post-1991 direct

loans.

(in millions) FY 2018 FY 2017

Post-1991 Direct Loans

Beginning Balance of the Allowance Account $703.0 $435.5
Current Year Program Cost (24.0) (92.0)

(see Note 3B for Component Breakdown)

Program-Cost Allowance Amortization 324.4 161.6

Capitalized Interest (132.2) 17.4

Fees Recognized in Income (102.2) (51.9)

Miscellaneous Recoveries and (Costs) (81.2) 10.8
Ending Balance Before Re-estimate 687.8 481.4

Net Re-estimate 454.7 221.6

Ending Balance of the Allowance Account $1,142.5 $703.0
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E. Defaulted Guaranteed Loans

The allowance for defaulted guaranteed loans is calculated using the allowance for loss method

as formerly described. Capitalized interest included in gross defaulted guaranteed loans
receivable is reserved at 100 percent. The total allowance equaled 81.0 percent of gross
defaulted guaranteed loans and interest receivable at September 30, 2018, and 79.3 percent at
September 30, 2017.

Defaulted Value of Assets
Guaranteed Related to
Loans Allowance Defaulted
Receivable, Interest and Fee for Loan Guaranteed
FY 2018 (in millions) Gross Receivable Losses Loans, Net
Defaulted Guaranteed Loans
Obligated Prior to FY 1992 $27.9 $3.9 ($20.7) $11.1
Obligated After FY 1991 894.0 0.5 (729.6) 164.9
Total $921.9 $4.4 ($750.3) $176.0
Defaulted Value of Assets
Guaranteed Related to
Loans Allowance Defaulted
Receivable, Interest and Fee for Loan Guaranteed
FY 2017 (in millions) Gross Receivable Losses Loans, Net
Defaulted Guaranteed Loans
Obligated Prior to FY 1992 $49.3 $1.6 ($20.2) $30.7
Obligated After FY 1991 924.1 0.4 (753.0) 171.5
Total $973.4 $2.0 ($773.2) $202.2
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F. Guaranteed Loans and Insurance

EXIM Bank is exposed to credit loss with respect to the amount of outstanding guaranteed loans
and insurance policies in the event of nonpayment by obligors under the agreements. The
commitments shown below are agreements to lend monies and issue guarantees and insurance as
long as there is no violation of the conditions established in the credit agreement.

(in millions) FY 2018 FY 2017
Gross Outstanding Principal of Guaranteed Loans and
Insurance, Face Value $38,652.3  $47,369.4
Undisbursed Principal of Guaranteed Loans and Insurance,
Face Value 2,369.8 2,871.0
Total Principal of Guaranteed Loans and Insurance, $41,022.1  $50,240.4
Face Value
Amount of Principal That is Guaranteed and Insured by
EXIM Bank $41,022.1  $50,240.4
Gross Amount of Guaranteed Loans and Insurance Disbursed
During Year, Face Value $3,635.6 $4,214.9

Amount of Guaranteed Loans and Insurance Disbursed
During Year that is Guaranteed and Insured by EXIM Bank $3,635.6 $4,214.9

G. Liability for Loan Guarantees and Insurance

The liability for loan guarantees and insurance balances of $594.3 million at September 30, 2018
and $984.0 million at September 30, 2017 represent post FY 1991 guarantees and insurance
credits.
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H. Program Cost and Re-Estimate Expense for Loan Guarantees and Insurance by
Component

The table below discloses defaults, fees and re-estimate amounts associated with the program
cost disbursed in the current year on loan guarantee and insurance authorizations made in the
current and prior fiscal years and the current year loss re-estimate. The total program cost also
includes modifications made on these authorizations.

(in millions) FY 2018  FY 2017
Defaults $19.6 $20.9
Fees and Other Collections (26.8) (46.6)
Total Program Costs (7.2) (25.7)
Net Re-estimate — Principal (235.1) (419.2)
Net Re-estimate — Interest (73.3) (113.2)
Total Net Re-estimate (308.4) (532.4)
Total Loan Guarantee and Insurance Program (Cost) and ($315.6) ($558.1)

Re-Estimate Expense

The Interest-Rate Re-Estimate for FY 2018 and FY 2017 was not material.
I. Program Cost Rates for Loan Guarantees and Insurance by Component

The program cost rates disclosed below relate to the percent of program costs on loan guarantee
and insurance authorizations made in the reporting fiscal year which are associated with program
costs. Because these rates only pertain to authorizations from the reporting fiscal year, these
rates cannot be applied to the guarantees of loans disbursed during the reporting fiscal year to
yield the program cost, which could result from disbursements of loans from both current and
prior years.

FY 2018 FY 2017

Defaults 2.5% 2.3%
Fees and Other Collections (3.2) (3.1)
Total (0.1% (0.8)%0
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J. Schedule for Reconciling the Allowance for Loan Guarantee Balances

The table below discloses the components of the allowance for loan guarantees.

(in millions) FY 2018  FY 2017

Post-1991 Loan Guarantees

Beginning Balance of the Allowance Account $984.0  $1,359.2

Current Year Program Cost (7.2) (25.7)

(See Note 3H for Component Breakdown)

Program Cost Allowance Amortization 364.1 490.0

Fees Recognized in Income (277.0) (300.8)

Other (161.2) (6.3)
Ending Balance Before Re-estimate 902.7 1,516.4

Net Re-estimate (308.4) (532.4)
Ending Balance of the Allowance Account $594.3 $984.0

K. Administrative Costs

All of the Bank’s administrative costs are attributed to the support of the Bank’s loan, guarantee,
and insurance programs. Administrative costs are not allocated to individual programs.

(in millions) FY 2018 FY 2017
Total Administrative Cost $120.8 $134.7
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L. Allowance and Exposure Summary

The allowance for losses for EXIM Bank credits authorized after the FCRA equates to the
amount of estimated credit loss associated with the applicable loans, claims, guarantees, and
insurance. Direct loans disbursed and outstanding are recognized as assets at the present value of
their estimated net cash inflows. The difference between the outstanding principal of the loans
and the present value of their net cash flows is recognized as the allowance for credit losses. For
guaranteed loans outstanding, the present value of estimated net cash outflows of the loan
guarantee is recognized as a guaranteed loan liability.

(in millions) FY 2018 FY 2017

Pre-Credit-Reform Allowance

Allowance for Loan Losses $122.6 $117.6

Allowance for Defaulted Guarantees 20.7 20.2
Total Pre-Credit-Reform Allowance 143.3 137.8

Credit-Reform Allowance

Allowance for Loan Losses 1,142.5 703.0
Allowance for Defaulted Guarantees and Insurance 729.6 753.0
Liability for Loan Guarantees and Insurance 594.3 984.0

Total Credit-Reform Allowance 2,466.4 2,440.0
Total Allowance for Loan Losses 1,265.1 820.6
Total Allowance for Guarantees and Insurance 1,344.6 1,757.2

Total Allowance $2,609.7 $2,577.8
Total Outstanding Balance of Loans, Guarantees and Insurance $58,018.9 $69,045.2
Percent Allowance to Outstanding Balance 4.5% 3.7%
Total Exposure $60,536.3  $72,478.9
Percent Allowance to Exposure 4.3% 3.6%
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4. Statutory Limitations on Lending Authority

Under its Charter, EXIM Bank’s statutory lending limit in FY 2018 and FY 2017 was $135.0
billion of loans, guarantees, and insurance exposure at any one time. As of September 30, 2018,
and September 30, 2017, EXIM Bank's statutory authority used was as follows:

(in millions) FY 2018 FY 2017
Outstanding Guarantees $37,448.8 $46,290.5
Outstanding Loans 18,444.7 20,702.4
Outstanding Insurance 1,203.5 1,078.9
Outstanding Claims 921.9 973.4
Total Outstanding 58,018.9 69,045.2
Undisbursed Guarantees 183.3 327.4
Undisbursed Loans 147.6 562.7
Undisbursed Insurance 2,186.5 2,543.6
Total Undisbursed 2,517.4 3,433.7
Total Exposure $60,536.3 $72,478.9

Transactions can be committed only to the extent that budget authority is available to cover
program costs. For FY 2018 and FY 2017, Congress placed no limit on the total amount of
loans, guarantees and insurance that could be committed in those years, provided that the
statutory authority established by the EXIM Bank’s Charter was not exceeded.

During FY 2018, EXIM Bank committed $3,323.2 million for direct loans, guarantees, and
insurance, using no budget authority and no tied-aid funds. During FY 2017, EXIM Bank
committed $3,431.0 million for guarantees and insurance, using no budget authority and no tied-
aid funds.

EXIM Bank has authorized $4.5 million of guarantee transactions denominated in a foreign
currency during FY 2018, and authorized $14.5 million during FY 2017, as calculated at the
exchange rate at the time of authorization. EXIM Bank adjusts the allowance for all transactions
denominated in a foreign currency using the various foreign-currency exchange rates at the end
of the fiscal year.

For financial statement purposes, EXIM Bank defines exposure as the authorized outstanding
and undisbursed principal balance of loans, guarantees, and insurance. It also includes the
unrecovered balance of payments made on claims that were submitted to EXIM in its capacity as
guarantor or insurer under the export guarantee and insurance programs. Exposure does not
include accrued interest or transactions pending final approval. This corresponds to the way
activity is charged against the Bank’s overall $135.0 billion statutory lending limit imposed by
Section 6(a) (2) of EXIM Bank’s Charter.
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Working capital guarantees may be approved for a single loan or a revolving line of credit, with
an availability generally of one year. Guaranteed lenders do not report activity to EXIM Bank,
the entire credit is assumed to be a non-cash disbursement, when the fee is paid to the Bank. The
credit is recorded as repaid in one installment 180 days after the expiry date of the credit unless
the Controller’s office is notified before that time that a claim has been paid. Under the
assumption that the exporter is using the credit up to the end of the expiry period, six months
provides sufficient time for the guaranteed lender to report defaults to EXIM Bank in the event
that the exporter does not repay the credit. If a claim is paid, the remaining outstanding balance
of the credit associated with the claim is reduced to zero. Exposure is then reflected as an
unrecovered claim.

Since there is typically a delay in reporting shipments under the insurance program, undisbursed
balances remain on the books for 120 days after the expiry date to allow for the posting of
shipments that took place within the period covered by the policy but were reported after the
expiry date. These unreported shipments pose some liability in the form of claims that have been
incurred but not yet reported (IBNR). Leaving the policy open past the expiry date provides a
reserve for IBNR.

5. Accounts Receivable

As of September 30, 2018 and September 30, 2017 total accounts receivable totaled $11.3
million and $10.9 million, respectively. This mainly consists of gross guarantee fee receivables
with no allowance.

6. Liabilities Not Covered by Budgetary Resources

EXIM Bank's liability to employees for accrued unfunded annual leave, included in Other
Liabilities on the Balance Sheets, was $4.2 million as of September 30, 2018 and $4.7 million as
of September 30, 2017. The liability will be paid from future administrative cost budget
authority.

(in millions) FY 2018 FY 2017
PUBLIC

Current

Accrued Annual Leave Liability 342 .7
Total Other Liabilities Not Covered by Budgetary Resources 42 47
Total Other Liabilities Covered by Budgetary Resources 836 1623
Total Other Liabilities $87.8 $157.0

(see Mote 3 for Component Breakdown)
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7. Non-Entity Assets

Non-Entity Assets are assets that are held by EXIM, but are not available for use in its
operations. The main non-entity asset that EXIM carries is the downward subsidy re-estimates
for its Loan and Guarantee Programs. At year-end EXIM accrues the current year re-estimates
including the downward portion, which is sent to Treasury in the following fiscal year. As of
September 30, 2018 the downward re-estimate was $374.8 million, which will be sent to
Treasury in FY 2019. At September 30, 2017 the downward re-estimate was $959.6 million,
which was sent to Treasury in FY 2018. The downward re-estimate is reflected in the Balance
Sheet as an asset accounted in the Fund Balance with Treasury and as a liability accounted in the
Accounts Payable to U.S. Treasury until the amount is paid to the U.S. Treasury.

(in millions) FY 2018 FY 2017
Intragovernmental Entity
Expired Funds Payable to Treasury ($293.7) ($284.2)

Intragovernmental Non-Entity

Downward Re-estimate Payable to Treasury (374.9) (959.6)
Amounts Payable to U.S. Treasury ($668.6) ($1,243.8)
8. Debt

EXIM Bank’s outstanding borrowings come from two sources: direct borrowing from the U.S.
Treasury, and the assumption of repayment obligations of defaulted guarantees under EXIM
Bank’s guarantee program via payment certificates.

EXIM Bank’s total debt at September 30, 2018, and September 30, 2017, is as follows:

(in millions) FY 2018 FY 2017

U.S. Treasury Debt

Beginning Balance $24,645.3 $25,021.6
New Borrowings 177.9 1,855.6
Repayments (4,610.6) (2,231.9)

Ending Balance $20,212.6 $24,645.3

Debt Held by the Public

Beginning Balance $25.1 $41.5
Repayments (13.6) (16.4)

Ending Balance $11.5 $25.1

Total Debt $20,224.1 $24,670.4
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U.S. Treasury borrowings are repaid primarily with the repayments of medium-term and long-
term loans. To the extent repayments on the underlying loans, combined with commitment and
exposure fees and interest earnings received on the loans, are not sufficient to repay the
borrowings, appropriated funds are available to EXIM Bank through the re-estimation process
for this purpose. The full amount of the borrowings is expected to be repaid by FY 2033, which
reflects when the last credit matures.

EXIM Bank had $20,212.6 million of borrowings outstanding with the U.S. Treasury at
September 30, 2018, and $24,645.3 million at September 30, 2017, with a weighted-average
interest rate of 3.0 percent at both September 30, 2018 and September 30, 2017.

Payment certificates are issued by EXIM Bank in exchange for the foreign obligor’s original
note that was guaranteed by EXIM Bank on which EXIM Bank has paid a claim and carries the
same repayment term and interest rate as the foreign obligor’s note. Payment certificates are
backed by the full faith and credit of the U.S. government and are freely transferable.

Outstanding payment certificates at September 30, 2018, and September 30, 2017, were $11.5
million, and $25.1 million, respectively. Maturities of payment certificates at September 30,
2018, are as follows:

(in millions)

Fiscal Year Amount
2019 9.7
2020 1.8
Total $11.5

The weighted-average interest rate on EXIM Bank's outstanding payment certificates as of
September 30, 2018 was 3.1 percent, and 3.0 percent as of September 30, 2017.

9. Other Liabilities

(in millions) FY 2018 FY 2017
Intergovernmental

Employer Contributions Payable $0.4 $0.4
Total Integovernmental 0.4 0.4
Public
Current

Funds Held Pending Application ($11.9) $0.2

Administrative Expenses Payable 6.6 7.0

Miscellaneous Accrued Payable 0.8 0.7
Non Current

Deferred Revenue 91.9 148.7
Total Public 87.4 156.6
Total Other Liabilities $87.8 $157.0
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As of September 30, 2018 and September 30, 2017, $91.9 million and $148.7 million
respectively represent offsetting collections which are available to cover administrative and
program costs.

10. Federal Operating Leases

EXIM Bank’s office space in Washington, DC is leased from the General Services
Administration through the Public Buildings Fund. EXIM Bank’s office space in regional
locations is leased through the U.S. Export Assistance Center. Lease expenses, included in
Administrative Costs on the Statements of Net Costs, were $7.3 million in FY 2018 and $9.2
million in FY 2017. EXIM Bank’s occupancy agreement will be up for renewal in FY 2020 and
is cancellable. The cost and estimates of lease payments of EXIM Bank’s office space in
Washington, DC, from FY 2019 to FY 2020 are as follows:

in millions

Fiscal Year Amount
2019 $6.4
2020 1.6

Total $8.0

11. Commitments and Contingencies

Pending L.itigation

As of September 30, 2018, EXIM Bank was named in several legal actions, most of which
involved claims under the guarantee and insurance programs, and others being tort claims. It is
not possible to predict the eventual outcome of the various actions; however, it is management's
opinion that there is a remote likelihood that these claims will result in a future outflow or other
sacrifice of resources to such an extent that they would materially affect the financial position or
results of operations of EXIM Bank.

12. Disclosures Related to the Combined Statements of Budgetary Resources

Combined Statements of Budgetary Resources disclose total budgetary resources available to the
Bank and the status of such resources at September 30, 2018 and September 30, 2017. Activity
impacting budget totals of the overall U.S. government budget is recorded in EXIM Bank’s
Combined Statements of Budgetary Resources budgetary accounts.

Activity which does not impact budget totals is recorded in EXIM Bank’s Combined Statements
of Budgetary Resources non-budgetary accounts. As of September 30, 2018 and September 30,
2017, the Bank’s resources in budgetary accounts totaled $1,277.0 million and $734.7 million
respectively. As of September 30, 2018 and September 30, 2017, the Bank’s resources in non-
budgetary accounts totaled $3,028.9 million, and $6,061.5 million respectively.
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Net Adjustments to Unobligated Balance, Brought Forward, October 1

Net adjustments to unobligated balance brought forward increased by $1,578.9 million from
$21.7 million at September 30, 2017 to ($1,557.2) million at September 30, 2018. The increase
in adjustments is due to $40.1 million of capital transfers to the general fund, $1,440.4 million
applied to repay debt, and $69.6 million of prior year borrowing authority withdrawn. This is
offset by an increase of $49.3 million in recoveries of prior year unpaid obligations in FY 2018.

Apportionment Categories of Obligations Incurred

EXIM Bank funds are apportioned in Category B, which restricts the use of funds by program.
The amount of Category B apportionments that were obligated in FY 2018 and FY 2017 totaled
$2,461.8 million and $1,825.6 million, respectively.

Permanent Indefinite Appropriations

The FCRA requires an annual re-estimate of the credit loss allowance. In the event that there is
an increase in estimated defaults, there is permanent and indefinite budget authority available for
this purpose. The FY 2017 upward re-estimate received from the U.S. Treasury in FY 2018 was
$648.8 million; while the downward re-estimate sent to the U.S. Treasury was $959.6 million.
The FY 2016 upward re-estimate received from the U.S. Treasury in FY 2017 was $87.2 million;
while the downward re-estimate sent to the U.S. Treasury was $1,019.7 million.

Available Borrowing Authority and Terms of Borrowing

EXIM Bank in part relies on borrowings from the U.S. Treasury to help fund the Bank’s loan
program. U.S. Treasury borrowings are repaid primarily with the repayments of medium-term
and long-term loans. To the extent repayments on the underlying loans, combined with
commitment and exposure fees and interest earnings received on the loans, are not sufficient to
repay the borrowings, permanent and indefinite appropriated funds are available to EXIM Bank
through the re-estimation process for this purpose. The full amount of the borrowings is
expected to be repaid by FY 2033.

In FY 2018 EXIM Bank had a net decrease in overall prior year borrowing authority of $204.5
million, while in FY 2017 EXIM Bank had a net increase in overall borrowing authority of
$965.0 million.

Unobligated Balances

Unobligated balances at September 30, 2018 totaled $1,844.1 million. Of the $1,844.1 million,
$1,349.0 million represents the amount in the loan, guarantee, and insurance financing accounts
that is available to cover future defaults, and $295.1 million is unavailable for new obligations.
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Unobligated balances at September 30, 2017 totaled $4,970.6 million. Of the $4,970.6 million,
$4,453.8 million represents the amount in the loan, guarantee, and insurance financing accounts
that is available to cover future defaults, and $284.8 million is unavailable for new obligations.

Undelivered Orders
Undelivered orders are obligations that have not yet been disbursed by EXIM. Undelivered

orders for the periods ended September 30, 2018, and September 30, 2017 were $1,727.9 million
and $2,078.6 million respectively. The undelivered order amount totals are mostly attributed to
non-federal sources.

Differences between Combined Statements of Budgetary Resources and Budget of U.S.
Government

There are no material differences between the budgetary resources shown on the Combined
Statements of Budgetary Resources and the Budget of the U.S. Government. The President’s FY
2020 Budget with actual numbers for FY 2018 has not yet been published. EXIM Bank expects
no material differences between the President’s Budget and the FY 2018 reported results when
the budget becomes available in February 2019 at https://www.whitehouse.gov/omb/budget/.
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13. Reconciliation of Net Cost of Operations to Budget

Budgetary accounting is used for planning and control purposes and relates to both the receipt
and use of cash, as well as reporting the federal deficit. Financial accounting is intended to
provide a picture of the government's financial operations and financial position so it presents
information on an accrual basis. The accrual basis includes information about costs arising from
the consumption of assets and the incurrence of liabilities. The reconciliation of net outlays,
presented on a budgetary basis, and the net cost, presented on an accrual basis, provides an
explanation of the relationship between budgetary and financial accounting information. The
reconciliation serves not only to identify costs paid for in the past and those that will be paid in
the future, but also to assure integrity between budgetary and financial accounting. The analysis
below illustrates this reconciliation by listing the key differences between net cost and net
outlays.

{in milligns} Intragovernmental  With the Public Total FY 2018

Net Operating Cost [SMC) 5 555.8 S (517.5} & 38.3
Components of Met Operating Cost Not Part of the Budgetary Outlays

Year-end Credit Reform Subsidy Re-estimates - [14E.3) {146.3)
Other - 207.7 207.7

Increase/f{Decrease) in Assets:

Direct Loan Receivable - [2,292.3) (2,292.3)
Receivables From Subrozated Claims - [44.2) {44.2)
Accounts Receivable - 0.4 0.4

(Increase}/Decrease in Liabilities:

Zubsidy Re-estimate Payable To U.S. Treasury (959.6) - {959.6)

Guarantee and Insurance Program Liabilities - [77.1) (77.1)

Payment Certificates - 13.6 13.6

Accounts Payable - [1.0) (1.0}

Other Liabilities - 48.1 43.1
Other financing sources

Imputed Financing Sources (4.4} - (4.4}
Total Components of Met Operating Cost Mot Part of the Budget Outlays {264.0) {2,291.1) {2,255.1)
Components of the Budget Outlays That Are Not Part of Met Operating Cost

Effect of prior year agencies credit reform subsidy re-estimate 958.6 - 559.6
Total Components of the Budgetary Outlays That Are Not Part of Met Operating Cost 9559.6 - §959.6
MNet Outlays (Calculated Total) 5 551.4 5 [2.808.6) S [2,257.2)
Related Amounts on the Statement of Budgetary Resources

Cutlays, net [1,297.6)

Distributed offsetting receipts 959.6)
Agency Outlays, Met 5 [2,257.2)
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{in millions) Intragowvernmental  With the Public Total FY 2017

MNet Operating Cost [SNC) 5 620.0 5 {202.0) 5 (128.0}
Components of Met Operating Cost Mot Part of the Budgetary Outlays

Year-end Credit Reform Subsidy Re-estimates - 310.8 310.8
Other - [31.0) (31.0}

Increasef{Decreasa) in Assats:

Direct Loan Receivable - (3,301.0) (3.301.0}
Receivables From Subrogated Claims - [22.7) {32.7)
Accounts Receivable - [1.1) (1.1}

{Increase)/Decrease in Liabilities:

Subsidy Re-estimate Payable To U.S. Treasury [1,019.7) - {1,019.7)
Guarantee and Insurance Program Lizbilities - (157.1) {157.1)
Payment Certificates - 16.4 16.4
Accounts Payable - [@.5) {0.5)
COther Lizbilities 0.1 5.8 5.9

Other financing sources
Imputed Financing Sources (3.2} - (2.2}

Total Components of Net Operating Cost Not Part of the Budget Outlays (1,022.8) (3.190.4) (8,213.2)

Components of the Budget Outlays That Are Not Part of Net Operating Cost

Effect of prior year agencies credit reform subsidy re-estimate 1,019.7 - 1,018.7
Other - 4.7} (4.7}
Total Components of the Budgetary Outlays That Are Not Part of Net Operating Cost 1,015.7 (4.7} 1,015.0
Net Qutlays [Calculated Total) 5 616.9 & (4,003.1) & [3.386.2)

Related Amounts on the Statement of Budgetary Resources

Cutlays, net [2,366.5)
Distributed offsetting receipts 1,018.7)

Agency Outlays, Net 5 [3.386.20)



14. Related-Party Transactions

The financial statements reflect the results of agreements with the Private Export Funding
Corporation (PEFCO). PEFCO, which is owned by a consortium of private-sector banks,
industrial companies and financial services institutions, makes and purchases from private sector
lenders, medium-term and long-term fixed-rate and variable-rate loans guaranteed by EXIM
Bank to foreign borrowers to purchase U.S. made equipment “export loans”.

EXIM Bank’s credit and guarantee agreement with PEFCO provides that EXIM Bank will
guarantee the due and punctual payment of interest on PEFCO’s secured debt obligations which
EXIM Bank has approved, and grants to EXIM Bank a broad measure of supervision over
PEFCO's major financial management decisions, including the right to have representatives be
present in all meetings of PEFCQO’s board of directors, advisory board, and exporters’ council,
and to review PEFCO?’s financials and other records. However, EXIM Bank does not have
voting rights and does not influence normal operations. This agreement extends through
December 31, 2020.

In addition, PEFCO has an agreement with EXIM Bank which provides that EXIM Bank will
generally provide PEFCO with an unconditional guarantee covering the due and punctual
payment of principal and interest on export loans PEFCO makes and purchases. PEFCQO’s
guarantees on the export loans plus the guarantees on the secured debt obligations aggregating
$5,196.6 million at September 30, 2018 and $6,120.0 million at September 30, 2017, are
included by EXIM Bank in the total for guarantee, insurance and undisbursed loans and the
allowance related to these transactions is included in the Guaranteed Loan Liability on the
Balance Sheets.

EXIM Bank received fees totaling $40.8 million in FY 2018 and $60.7 million in FY 2017 (for
the agreements, which are included in Earned Revenue on the Statements of Net Costs.
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15. Contributions to Employee Retirement Systems

All of EXIM Bank's employees whose appointments have federal status are covered by either the
Civil Service Retirement System (CSRS) or the Federal Employees Retirement System (FERS).

In FY 2018 and FY 2017, EXIM Bank withheld 7.0 percent of CSRS employees’ gross earnings.
EXIM Bank’s contribution was 7.0 percent of employees' gross earnings. This sum was
transferred to the CSRS fund from which this employee group will receive retirement benefits.

For FERS, EXIM Bank withheld 0.8 percent of employees' gross earnings. EXIM Bank’s
contribution was 13.7 percent of employees’ gross earnings in FY 2018 and FY 2017. This sum
was transferred to the FERS fund from which the employee group will receive retirement
benefits. An additional 6.2 percent of gross earnings, after pre-tax deductions are withheld up to
the 2018 limit of $128,400 and 2017 limit of $127,200; that sum plus matching contributions by
EXIM Bank are sent to the Social Security System from which the FERS employee group will
receive Social Security benefits.

For FERS-Revised Annuity Employee (RAE), EXIM Bank withheld 3.1 percent of employee’s
group earnings. EXIM Bank’s contribution was 11.9 percent of employee’s gross earnings in FY
2018 and FY 2017. This sum was transferred to the Civil Service Retirement and Disability
Fund from which the employee group will receive retirement benefits. An additional 6.2 percent
of gross earnings, after pre-tax deductions are withheld up to the 2018 limit of $128,400 and
2017 limit of $127,200; that sum plus matching contributing by EXIM Bank are sent to the
Social Security Administration from which the FERS employee group will receive Social
Security benefits.

For FERS-Further Revised Annuity Employee (FRAE), EXIM Bank withheld 4.4 percent of
employee’s group earnings. EXIM Bank’s contribution was 11.9 percent of employee’s gross
earnings in FY 2018 and FY 2017. This sum was transferred to the Civil Service Retirement and
Disability Fund from which the employee group will receive retirement benefits. An additional
6.2 percent of gross earnings, after pre-tax deductions are withheld up to the 2018 limit of
$128,400 and 2017 limit of $127,200; that sum plus matching contributing by EXIM Bank are
sent to the Social Security Administration from which the FERS employee group will receive
Social Security benefits.

FERS and CSRS employees may elect to participate in the Thrift Savings Plan (TSP). CSRS
and FERS employees may contribute up to $18,500 of Internal Revenue Service Elective
Deferral Limit. In addition, FERS employees receive an agency automatic 1 percent
contribution from EXIM Bank based on the employee regular contributions. FERS employees
receive agency matching contributions by EXIM Bank up to 4 percent for a maximum EXIM
Bank contributions to the TSP of 5 percent.
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Total EXIM Bank (employer) matching contributions to the TSP, CSRS and FERS for all
employees, included in Administrative Costs in the Statements of Net Costs, were approximately
$8.8 million in FY 2018 and $9.5 million in FY 2017.

Although EXIM Bank funds a portion of pension benefits under the CSRS and FERS relating to
its employees and makes the necessary payroll withholdings for them, it has no liability for
future payments to employees under these programs and does not account for the assets of the
CSRS and FERS, nor does it have actuarial data with respect to accumulated plan benefits or the
unfunded pension liability relative to its employees. These amounts are reported by the OPM for
the Retirement Systems and are not allocated to the individual employers. The excess of total
pension expense over the amount contributed by EXIM Bank and its employees represents the
amount of pension expense which must be financed directly by OPM. EXIM Bank recognizes
an imputed cost and an imputed financing source, calculated using cost factors supplied by OPM,
equal to the excess amount.

OPM also accounts for the health and life insurance programs for current and retired civilian
federal employees. Similar to the accounting treatment afforded the retirement programs, the
actuarial data related to the health and life insurance programs is maintained by OPM and is not
available on an individual-employer basis. EXIM Bank recognizes an imputed cost and an
imputed financing source for the future cost of these other retirement benefits (ORB) at the time
the employee’s services are rendered. This ORB expense is calculated using cost factors
supplied by OPM and must be financed by OPM.
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Required Supplementary Information
Unaudited, see accompanying Auditor’s Report

I. Combining Statement of Budgetary Resources
Exhibit 1 displays the unaudited Combining Statement of Budgetary Resources (SBR). The SBR
provides information regarding how budgetary resources were made available, as well as their
status at the end of the fiscal period.

Exhibit 1: Combining Statement of Budgetary Resources

For the Year Ended
September 30, 2018

Direct Guaranteed Pre-Credit
Loan Loan Reform
(in millions) Program Financing Financing Financing
Account Account Account Account Other Total

Budgetary Resources:

Unobligated fram Prior Year Budget Authority, net (discretionary and mandatory) $519.1 $1.042.0 $1,852.3 $ - 3 - $3.413.4

Appropriations (discretionary and mandatory) 7233 - - 7233

Borrowing Authority (discretionary and mandatory) - - - - -

Spending Authority from Offsetting Collections (discretionary and mandatory) 339 - 1346 07 - 169.2
Total Budgetary Resources (Note 12) 51.276.3 51.042.0 51,966.9 50.7 5 - $4,305.9
Net adjustments to unobligated balance brought forward, Oct 1 {(memorandum only) (Note 12) $1.7 (51.440.4) ($79.0) $0.6 3 (40.1) (81,557.2)

Status of Budgetary Resources:

MNew obligations and upward adjustments (total) §781.2 $967.6 §712.3 § 07 5 - 52,461.8
Unobligated Balance, End of Year

Unexpired unobligated balance, end of year 200.0 743 12747 - - 1,549.0

Expired unobligated balance, end of year 2951 - - 2951

Unobligated balance, end of year (total) (Note 12) 4951 743 12747 - - 1,844.1

Total Status of Budgetary Resources 512763 51.0419 5 1.987.0 & 07 5 - $4,305.9
Qutlays, Net

Outlays, net (total) (discretionary and mandatory) $744.8 (52.501.2) $488.1 ($7.5) (521.8) ($1,297.8)

Distributed offsetting receipts (-) - (312.4) (647.2) - - (959.8)

Agency outlays, net (discretionary and mandatory) $744.8 (52.813.6) (5159.1) (37.5) (521.8) ($2,257.2)

Other Information
Unaudited, see accompanying Auditor’s Report

. Payment Integrity
IPERIA Requirements

The Improper Payments Elimination and Recovery Improvement Act of 2012 “IPERIA” (P.L.
No. 112-248) requires any “department, agency, or instrumentality in the executive branch of the
United States” to review their payment programs to identify the program’s susceptibility to
“significant improper payments”. Improper payments are payments distributed to the wrong
entity, in the wrong amount, or for the wrong reason. Agency programs with “significant”
improper payments are defined as those with annual improper payments exceeding either (1) 1.5
percent of total dollar value of program payments and $10.0 million, or, (2) $100.0 million.
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If an agency payment program is found susceptible to significant improper payments, the
institution is required to engage in a series of actions, including the requirement to obtain a
statistically valid estimate of the annual amount of improper payments, in order to abide by the
guidelines described in Appendix C to OMB Circular No. A-123, Requirement for Effective
Estimation and Remediation of Improper Payments.

EXIM Methodology

EXIM has classified its payment programs to be short-term authorizations, medium-term
authorizations, long-term authorizations, and cash control disbursements. Salary, locality pay,
travel pay, purchase card use, and other employee payments are assessed as a part of
administrative payments under the cash control disbursement program. The scope of each
assessment is to analyze the integrity of the payment programs at all applicable points of the
payment process, such as origination, disbursement, and review during the reporting year.

Improper Payment risk assessments are conducted one year in arrears (FY 2018 assessment was
focused on payments made in the 2017 fiscal year. Similarly, in FY 2015, EXIM assessed the
susceptibility of Improper Payments of the 2014 fiscal year. EXIM has received OMB approval
to assess improper payments using this methodology.

In FY 2015, EXIM introduced enhanced quantitative and qualitative methodologies of review
that were utilized as a part of the FY 2015 review of FY 2014 improper payments and
subsequently updated, as needed, in FY 2018. The central tool used in the qualitative assessment
of EXIM payment programs was the Risk Assessment Questionnaire, which was considerably
updated in 2015 for specific programs. In doing this, the questionnaire could target specific
questions that provided a better measurement to management. Department supervisors were
tasked with and trained on completing the questionnaires.

The quantitative method for the Authorizations analysis uses the approach of identifying the
credit standards in each program, and independently auditing the transaction documentation to
determine compliance with the credit standards. If the standards are not met at the time of
origination, the transaction is assumed to have an increased susceptibility of an improper
payment.

Do Not Pay Initiative

In 2009, The Do Not Pay Initiative was passed into law intensifying efforts to eliminate payment
error, waste, fraud, and abuse in the major programs administered by the Federal Government,
while continuing to ensure that Federal programs serve and provide access to their intended
beneficiaries. EXIM has taken further steps to increase oversight and implement additional
internal controls to decrease the susceptibility Improper Payments.
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EXIM complies with all aspects of the Do Not Pay Initiative through its Character, Reputational,
and Transaction Integrity “CRTI” process. All transactions in the three authorization based
payment programs (Short, Medium, and Long-Term) undergo CRTI checks. As a part of CRTI,
names of participants are searched within a database clearing house of over 20 directories to
determine compliance with a variety of “Know your Customer” (KYC) and EXIM due diligence
requirements.

OMB Risk-Factors

In addition, EXIM Bank assesses the risk of improper payments associated with payment
programs and their underlying activities to be low risk only after each of the risk factors listed in
OMB Circular No. A-123 Appendix C is addressed. They include the following:

1. Whether the program or activity reviewed is new to the agency

The complexity of the program or activity reviewed, particularly with respect to

determining correct payment amounts

The volume of payments made annually

Whether payments or payment eligibility decisions are made outside of the agency

Recent major changes in program funding, authorities, practices, or procedures

The level, experience, and quality of training for personnel responsible for making

program eligibility determinations or certifying that payments are accurate

Inherent risks of improper payments due to the nature of agency programs or operations

8. Significant deficiencies in the audit reports of the agency in but not limited to the agency
Inspector General or the Government Accountability Office report audit findings or other
relevant management findings that might hinder accurate Payment certification

9. Results from improper payment work

N

o0~ W
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Recapture Audit Plan

EXIM updated its Recapture Audit Plan in 2017 to reflect and enhance the process needed to
ensure timely recover of an improper payment. In the event that an improper payment occurs,
EXIM’s Cash Department will work to recapture the improper payment.

If the improper payment is not recovered in a timely manner, EXIM can take further steps to
ensure the prompt recapture of funds that consist of using EXIM Recovery Officers, local
attorneys, and third party collectors.

Additionally, strong preventive and detective controls, such as multiple layers of review and
independent audits are in place to help prevent or minimize improper payments and to detect
them should they occur.

In FY 2018, EXIM tested transactions from the point of origin, at authorization, and through the
disbursement. With a determination of low susceptibility of improper payments, no
overpayments, and strong detective and preventive internal controls, the Bank did not deem it
necessary or cost effective to implement a performance recapture program. When the next
recapture audit is conducted, EXIM will work with the Office and Management and Budget on a
cost effectiveness analysis of a Recapture Audit.

33



Current IPERIA status for EXIM

EXIM was found to be fully compliant with IPERIA in FY 2017 by the Office of Inspector
General. In accordance with the aforementioned act and internal requirements, EXIM Bank
reviewed all payment programs for susceptibility to significant improper payments. The Bank
concluded that none of the four programs were susceptible to significant improper payments and
had met all reporting requirements of the IPERIA Act. In conducting the FY 2018 Risk
Assessment on FY 2017 data, it was noted that there were no additional programs added or
significant changes to existing programs. Therefore EXIM will perform the next extensive
review of Improper Payments on the FY 2020 programs and payments, which will be reported in
the FY 2021 Annual Report.
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