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EXIM FY2016 Authorizations & Exposure

SUMMARY

EXIM Bank approved approximately 2,900 authorizations totaling $5.0 billion to support an estimated $8.0 billion of U.S.
exports worldwide. These authorizations are supporting approximately 52,000 jobs.
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/Authorizations ($millions) FY 2014 FY 2015 FY 2016 \
Amount Number Amount Number Amount Number
Total Authorizations $20,468 3,746 $12,383 2,630 $5,037 2,899
Small Business $5,050 3,347 $3,031 2,342 $2,677 2,635
Minority Or Woman Owned $751 756 $581 639 $544 769
Environmentally Beneficial $336 117 $227 89 $125 118
ij Saharan Africa $2.055 192 $397 142 $95 121 /

Total authorizations in FY 2016 totaled $5,037 million, which is a decrease from $12,383 million in FY 2015. Total
exposure at the end of FY 2016 was $87.3 billion down from $102.2 billion at the end of FY 2015 (15% decrease).

SMALL BUSINESS
In FY 2016, EXIM Bank authorized $2,677 million — 53.2% of total authorizations by dollar volume — in financing and
insurance for the direct support of American small business exporters, not including support for small businesses in the
supply chains of larger exporters. The 53.2% of total authorizations exceeded the congressional target of 25%. The Bank
authorized more than 2,600 small business transactions — approximately 90% of the total number of EXIM transactions.
FY 2016 Small Business% w 53%
FY 2015 Small Business% ! I24% | |
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AMOUNT SENT TO TREASURY

In October 2016, EXIM Bank wired
$283.9 million to the U.S. Treasury to
be used for deficit reduction—the

Offsetting Collections for FY2016

latestin a |Ong line of Surp|u5 Administrative Expenses Carryover Negative Subsidy

$106.9 $10.0 $283.9

revenues. After paying all of its
operating and program costs, EXIM
Bank contributed a total of $8.4
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$400

1992, of which $3.8 billion has been
contributed since FY 2009.
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l. Introduction to EXIM

Landing Team Document

The Landing Team Document will cover an initial overview and outlook of the Export-Import Bank of the
United States (EXIM) as the transition process begins. Section Il covers the primary EXIM Contacts for the
transition. Section Ill gives an overview of in-person briefing options and the relevant key issues under each
Senior Officer. Section IV provides an organizational overview of EXIM and information on Senior Staff.
Section V covers each key issue in depth through key issue briefers written by the relevant Senior Officers.
Section VI outlines the budgetary overview of EXIM. Section VII details the Congressional Relations and
Issues facing EXIM. Section VIII covers the administrative information the Landing Team may need during the
transition process.

EXIM in Brief

EXIM is an independent, self-sustaining agency of the U.S. Government. EXIM was established in 1934 and
is headquartered in Washington, D.C. with 12 regional offices across the United States. The mission of EXIM
is to create and sustain jobs by increasing U.S. exports of goods and services. EXIM can help minimize risk,
level the playing field, and supplement commercial financing across a variety of industries, from medical
equipment to renewable energy. In FY2015, EXIM financed an estimated $17 billion in U.S. exports, with
small business transactions representing nearly 90% of EXIM transactions.

EXIM Products and Services

EXIM U.S. exporters face economic, political, buyer nonpayment and cash flow risks. While private sector
financing typically protects exporters from those risks, there are gaps - and that's where the Export-Import
Bank comes in. EXIM provides an array of financing options tailored to the needs of the exporter - both small
and large. We provide financing support to small businesses, medium-sized enterprises and larger
corporations.

EXIM financial products include: 1) loan guarantees to cover the repayment risks on the foreign buyer's debt
obligations incurred to purchase U.S. exports, 2) direct loans directly to foreign buyers of the U.S. goods and
services, 3) export credit insurance against the risk of foreign buyer or other foreign debtor default for
political or commercial reasons, and 4) working capital guarantees to lenders on secure, short-term working
capital loans made to qualified exporters.
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Political Positions

EXIM has 5 Senate-confirmed Board appointees, the Senate-confirmed Inspector General, and 14
Schedule-C appointees. EXIM's loan authorizations are overseen by a 5-person Board of Directors headed by
the Chairman. Currently, only 2 of the 5 Board positions are filled (Chair and Vice Chair), with 2 of the 3 vacant
seats awaiting Senate confirmation. The Inspector General is appointed by the President with consent from
the Senate, and is likewise awaiting confirmation. Major Schedule-C appointees include senior staff positions
such as the Chief Operating Officer, the General Counsel, and the Chief Banking Officer.

Appointee Positions, Current Officer

S EW=R®elplilgnlsMl The Board of Directors; Inspector General

e Chairman and President of EXIM: Fred P. Hochberg
e Vice Chair and First VP: Charles J. Hall (acting)

e Director: vacant

e Director: vacant

e Director: vacant

e Inspector General: vacant
Schedule-C Schedule-C appointees cover operations, banking, general counsel, and more

e EVP and Chief Operating Officer: Charles ). Hall

e SVP and Chief of Staff: Scott Schloegel

e SVP and Chief Banking Officer: vacant / career acting
e SVP General Counsel: Angela Freyre

e SVP Congressional Affairs: Erin Gulick

e SVP Communications: Caroline Scullin

e Deputy Chief of Staff: Matt Bevens

e VP Public Affairs: Catrell Brown

e Executive Secretary: Kathleen Maher

o Deputy Director Congressional Affairs: Carolyn Schopp
e Speechwriter: Joe Philipson

e Press Secretary: Ashley Lewis

e Director of Scheduling: Christopher Semenas

¢ Confidential Assistant: Tania Makker
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Il. Transition Contacts

The Transition process for EXIM is supervised by Charles Hall, EVP and COO, and Michael Cushing, SVP of
Resource Management, as a political appointee and a career employee, respectively. While all Senior
Officers have a role in this process and inform the key issues facing EXIM, the COO and SVP of Resource
Management will oversee transition operations and serve as the main points of contact for the Landing
Team. For any questions regarding the Transition process from the EXIM perspective, please contact COO

Charles Hall.

Role Email Number Office

EVP and Chief
Charles J. Hall _  (j@exim.gov 202-565-3509 1211
Operating Officer

- - SVP of Resource
Michael Cushing michael.cushing@exim.gov 202-565-3561 1009

Management
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Charles J. Hall (political appointee)

Executive Vice President / Chief Operating Officer

The Executive Vice President and Chief Operating Officer serves as the senior executive officer to the
Chairman and President on operational, and management issues.

e Serves as one of the three principal direct reports to the Chairman and President, along with the Chief
Banking Officer and the Chief of Staff. On behalf of the Chairman and President, the incumbent plays
an important role in the development and implementation of EXIM policy and programs, organization
of EXIM management issues for the attention of the Chairman and President, and coordination with
EXIM senior executives.

e Serves as the Chief Operating Officer of EXIM. Directly assists the Chairman and President and the
Board of Directors in instituting and implementing new programs (along with the Chief Banking
Officer) and means of more effective use of EXIM's resources for expanded assistance of export
financing, and directly assists the Chairman in key policy and administrative decisions.

e Provides advice and counsel to the Chairman and President on major EXIM policies, programs and
management issues.

o Represents the Chairman and President in managing EXIM policies and issues, particularly in
coordinating matters that cut across groups and offices, are controversial, or present complex issues.
Acts on behalf of the Chairman to identify and resolve issues. Obtains and evaluates views on major
issues and proposals of EXIM. Develops such views into appropriate recommendations for the
consideration of the Chairman and President as directed. Provides EXIM officials with the decisions
made by the Chairman and President to aid officials, organizations and other agencies directly
concerned on matters of special significance.

e As requested, directs special projects or task forces. Represents the interest of the Chairman and
President and assists in providing quick responses on major program and policy issues.

e Manages and coordinates other high level initiatives, as directed by the Chairman and President.
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Michael Cushing (career employee)

Senior Vice President of Resource Management

The Senior Vice President of Resource Management leads programs in:

e Administrative budget planning, formulation, and execution
e Human resources and human capital management
o talent acquisition, retention, and development,
o workforce and succession planning,
o performance management,
o employee and labor relations, employee engagement, and
o leadership development and training.
e Acquisition management and business services
business planning and budgeting,

o acquisition strategy, planning, and business advice,
o contract solicitation, award, and management,
o business systems integration, and

acquisition policy and compliance.
o (Corporate operating services
o capital planning, construction and renovation, facilities and workplace management, environmental
and sustainability programs,
o emergency preparedness and continuity of operations,
o records management, and
o personnel and physical security, classified information.
e Serves on the Executive Committee of the Small Agency Council
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lll. In-Person Briefing Guide

Briefing List

The Landing Team may wish to meet with both political appointees and career employees during the
transition process. To ease this process, we have identified key issues facing EXIM, and have organized them
according to the relevant Senior Officer. For the meetings, the Senior Officers may include key subordinates
to provide breadth and perspective on the issues. In Section V, the key issues are organized according to

theme, with briefers provided for each issue.

Senior Officer Key Issue Urgency Page
Gulick, Congressional Board Quorum / Board Appointments 30 Days 33
Mission & Congressional Mandates 30 Days 48
Pay Authority 30 Days 123
Authorization and Appropriations 180 Days 35
Environmental & Social Policies Background 87
Scullin, Communications Annual Conference Arrangements 30 Days 119
Annual & Competitiveness Reports 90 Days 121
Non-participant Stakeholder Engage Background 43
Tinsley, Chief Risk Officer Risk Appetite at EXIM 30 Days 57
Madification of Transaction Credit Analysis Background 60
Enterprise Risk Management Background 62
Phillips, Acting Chief Banking Officer Business Outlook and Opportunities 30 Days 89
Medium-Term Program Background 102
Transportation Portfolio Background 104
Freyre, General Counsel Status of 2015 Reauth. Requirements 30 Days 75
Delegated Authority Background 106
Terry, Chief Ethics Officer Ethics Program Management Background 108
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Senior Officer Key Issue Urgency Page
Sena, Chief Financial Officer Risk Management Committee 30 Days 111
0IG Ongoing Recs and SARC 60 Days 125

Budget Process 90 Days 37

Portfolio Snapshot Background 98

Portfolio Reserve Requirements Background 100

Self-sustaining Status and Prospects Background 39

Cruse, Policy & Planning PEFCO 90 Days 96

EXIM Reliability and Competitiveness Background 41

Policy Challenges in the New ECA World Background 52

MARAD Requirements Background 81

Content Policy and Jobs Linkages Background 83

Economic Impact Policies/ Procedures Background 85

Conflict in Congressional Mandates Background 79

International Engagements Background 54

LS AoV Ulolak=Tale Nl lolin=lala=0 Strategic Plan and Operating Priorities 180 Days 50
Hall, Chief Operating Officer & FTE Staffing Plan / Succession Plan 90 Days 114
Cushing, Resource Management Employee Engagement / Tier 1 90 Days 117

Organizational Culture Change Background 64

Bevens, Deputy Chief of Staff Interagency Engagement / USG Background 45
Advisory Committee Background 112

Burrows, Small Business Digital Business Development 60 Days 91

Morin, Business & Product Dev. Business and Product Development Background 93

McCarthy, Acting Inspector General Office of the Inspector General Background 66

EXIM Management Challenges Background 69

Spira, Chief Information Officer Information Security 30 Days 127
IMT Investment Plan 90 Days 129
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Interview Guide for EXIM Officers

If the Landing Team requests in-person meetings, EXIM staff should be prepared to discuss major EXIM
issues and policies. EXIM Senior Officers can provide an introduction of key staff and point person(s)
relevant, and should be adaptable to the agenda set by the Landing Team.

1.

Introduction: Introduce key staff to the Landing Team members, as well as any point person(s)
responsible for specific topics under discussion.

Agenda: The Landing Team may have an agenda for the meeting and the transition process. EXIM
staff should also provide a summary of relevant key issues facing EXIM.

Key Issues: EXIM staff should highlight the key issues and their components, providing more detail
and description of each of the issues.

Questions: EXIM staff should be prepared for questions the Landing Team may ask, both from a high-
level and operational perspective.

Course of Action: EXIM Senior Officers should be available if the Landing Team wishes to develop an
action plan moving forward during the transition process. EXIM staff should highlight the people
responsible for individual components and the general timeline.

Deadlines: The Senior Officer should notify the appropriate EXIM staff of any deadlines or schedule
outline set by the Landing Team.
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IV. Organizational Overview

EXIM is the official export credit agency of the United States. EXIM is an independent, self-sustaining
Executive Branch agency with a mission of supporting American jobs by facilitating the export 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 by equipping them with the financing tools necessary to compete for global sales. In
doing so, EXIM levels the playing field for U.S. goods and services going up against foreign competition in
overseas markets, so that American companies can create more good-paying American jobs.

Because it is backed by the full faith and credit of the United States, EXIM assumes credit and country risks
that the private sector is unable or unwilling to accept. EXIM's charter requires that all transactions it
authorizes demonstrate a reasonable assurance of repayment; EXIM consistently maintains a low default
rate, and closely monitors credit and other risks in its portfolio.

Mission:

The mission of EXIM, assuming full authority, is to support U.S. jobs by providing export financing through
its loan, guarantee, and insurance program. Specifically, EXIM supports U.S. through export financing 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. EXIM's Charter requires reasonable assurance of repayment
for the transactions EXIM authorizes, and EXIM closely monitors credit and other risks in its portfolio. In
pursuit of its mission of supporting U.S. jobs through export financing, EXIM offers four financial products:
loan guarantees, working capital guarantees, direct loans and export credit insurance. All EXIM obligations
carry the full faith and credit of the U.S. government.

Strategic Plan:

EXIM Strategic Plan: 2013-2017 sets forth EXIM's strategy to maximize support for U.S. jobs through
exports while also remaining a self-sustaining agency. The most recent update to the Plan, dated August 29,
2013 evaluates EXIM’s performance towards meeting the Plan’s goals over the previous three years and
refines the objectives and strategies to reflect EXIM's progress towards achieving these goals. The Update
also incorporated new objectives and highlights EXIM's Congressional mandates, which are central to EXIM’s
goals and work and are therefore incorporated accordingly into EXIM's strategic goals. This Update will also
drive EXIM-wide performance planning and Government Performance and Review Act (GPRA) reporting for
future years.
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1. Goal 1: Expand awareness of EXIM services through focused business development and
partnerships.

2. Goal 2: Improve ease of doing business with EXIM.

3. Goal 3: Ensure effective enterprise risk management consistent with EXIM's charter
requirements.

4. Goal 4: Create an environment that fosters high performance and innovation.

Note: A new Strategic Plan will need to be created within 180 days of the new administration.

EXIM Board of Directors

EXIM’'s Board of Directors is composed of five members. The President of EXIM who shall serve as
Chairman, the First Vice-President who shall serve as Vice Chair, and three additional persons appointed by
the President of the United States by and with the advice and consent of the Senate. Of the five members of
the Board, not more than three shall be members of \any one political party. Board Quorum, which under
current law requires three Board members, is required to conduct any business including considering
applications for medium- and long-term transactions exceeding $10 million. The Board generally meets on a
weekly basis to consider individual transactions, EXIM policies, and other business that may arise.
Historically, the President of EXIM has assigned business development responsibilities to Board members,
with focus areas including a geographic region, sector, or constituency (i.e. Small Business). There are two ex-
officio Board members, the U.S. Secretary of Commerce and the U.S. Trade Representative.
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EXIM Organization & Leadership Structure

Three senior officers directly serve the Chairman and President of EXIM. The EVP / Chief Operating
Officer, SVP / Chief of Staff, and SVP / Chief Banking Officer directly oversee the operations and
management of EXIM, including all the other SVPs.

EVP / Chief Operating Officer oversees or directs the following offices of EXIM:

Office of the Chief Financial Officer

Office of the General Counsel

Office of Ethics (reports directly to EXIM Board of Directors)

Office of Credit & Risk Management (Chief Risk Officer reports to EXIM President)

Office of Resource Management

Office of Information Management and Technology

. Office of Innovation and Performance

SVP / Chief Banking Officer oversees or directs the following offices of EXIM:
1. Office of Export Finance
2. Office of Small Business (reports to EXIM President)

SVP / Chief of Staff oversees or directs the following offices of EXIM:

Office of the Chairman

Office of Congressional and Intergovernmental Affairs

Office of Communications

Office of Policy and Planning

N WwN =

FWhN-=

See the following charts for a detailed organizational structure and leadership overview.
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Export-Import Bank
Fred Hochberg
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Offices and Divisions

Office of the Chair: The Office of the Chair consists of the Chief of Staff, Deputy Chief of Staff, Senior
Advisor(s) and Confidential Assistant(s), similar to any government agency front office. The office advises the
Chairman or Chairwoman on his or her internal and external activities and strategy; plans his or her schedule;
conducts interagency, stakeholder and business engagement on his or her behalf; and works with all bank
divisions to prepare briefing materials, among other duties.

Office of the Chief Financial Officer: The Office of the Chief Financial Officer (OCFO) is primarily responsible
for matters pertaining to the Bank's funds, financial policy and operations, internal control audits, managing
and reporting on the Bank's loan, guarantee, and insurance portfolio, the payment of claims and the
management of recovery efforts, the preparation, monitoring, and reporting of the Bank's program and
administrative budgets as well as offsetting collections, and the formulation and issuance of financial and
accounting policies and procedures. The OCFO is the primary liaison with the Office of Management and
Budget on budget and program-related issues. The OCFO also prepares the Bank's audited financial
statements and the financial section of the annual report. In addition, the Bank’'s CFO serves as the Chief
Freedom of Information Act (FOIA) Officer.

Office of Communications: The Communications Office encompasses EXIM's public affairs, external affairs,
and marketing divisions and articulates EXIM's mission of supporting U.S. jobs through exports.

Office of Congressional and Intergovernmental Affairs: The Congressional and Intergovernmental Affairs
Office is responsible for serving as EXIM'’s liaison to the U.S. Congress, and assists in communications with
government agencies, state and local governments, and non-governmental organizations.

Office of Credit and Risk Management / Office of the Chief Risk Officer: The Office of Credit and Risk
Management is composed of the following divisions: Credit Policy, Credit Review and Compliance, Country
Risk and Economic Analysis, and Engineering and Environment. The Chief Risk Officer is the head of Credit
and Risk Management.

Equal Opportunity and Diversity Programs: The Equal Opportunity and Diversity Programs is charged with
fostering a work environment that upholds non-discrimination policies and practices in accordance with
federal laws and regulations; so that all employees and applicants for employment are afforded an equal
opportunity to compete and work in an environment that adheres to the principles of fairness and equality.

Office of Ethics: The Office of Ethics was mandated by Congress in EXIM’'s 2015 reauthorization language
and is provided for in Section 3(K) of EXIM's 2016 Charter. The Office has jurisdiction over all employees of,
and ethics matters related to, EXIM and is headed by the Chief Ethics Officer who is appointed by the
president of EXIM and approved by the Board of Directors. The Chief Ethics Officer also serves as the
Designated Agency Ethics Official pursuant to the Ethics in Government Act of 1978.
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Office of Export Finance / Office of the Chief Banking Officer: The Export Finance Office is responsible for all
of EXIM's short-, medium- and long-term loan guarantee and insurance programs, including Transportation
and Project Finance. The Chief Banking Officer is the head of Export Finance.

Office of General Counsel: Legal Affairs and Office of General Counsel includes EXIM's 30 attorneys. The
office oversees diverse transaction and litigation portfolios, represents EXIM in negotiations with key
external stakeholders, and provides advice on a variety of administrative law matters.

Office of Information Management and Technology / Office of the Chief Information Officer: The Office of
Information Management and Technology's responsibilities include overseeing the complete information
technology portfolio including personal productivity services, infrastructure, networks and telecoms,
application development, program management, information security, data quality and records management.
The office is headed by the Chief Information Officer.

Office of Innovation and Performance: The Office of Innovation and Performance oversees both the Division
of Customer and Business Solutions which delivers improvements in processes and systems for external
customers and internal staff as well as the Division of Operations and Management Reporting which is
responsible for strategic planning, data quality, management reporting, and performing the application input
and loan/guarantee disbursement process.

Office of Inspector General: Promotes economy, efficiency and effectiveness in EXIM programs and
supporting operations and conducts and supervises audits, investigations, inspections and reviews relating to
EXIM's export credit insurance, guaranty and loan programs and supporting operations.

Office of Policy and Planning: Policy and Planning is responsible for research and analysis connected to
EXIM's strategic mission of supporting U.S. exports and jobs and designing options on programs, policies, and
international negotiating approaches to fulfill that mission.

Office of Resource Management: The Office of Resource Management (ORM) is responsible for program
direction and management of all human resources, administrative, facilities, travel, and security services.

Office of Small Business: The Office of Small Business (OSB) is responsible to facilitate the export of U.S.
goods and services provided by small businesses. OSB chairs EXIM's Small Business Committee and
manages EXIM's network of regional branches and the units engaged in outreach to minority- and woman-
owned businesses, partner identification and training, as well as small business product development.
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Senior Staff

President / Chairman: Fred P. Hochberg

(Political)

Fred P. Hochberg is Chairman and President of EXIM. During his
over seven years of leadership, EXIM has supported more than 1.5
million American jobs and financed exports with a value exceeding
$240 billion, while generating more than $3.4 billion in surplus |
revenue for U.S. taxpayers and reducing internal costs by nearly 30
percent. During Hochberg's tenure, EXIM has increased its focus on
customers, particularly America’s small business exporters, and in
each of the last several years, nearly 90 percent of EXIM
authorizations have directly supported small businesses. Hochberg
has also worked to expand the global footprint of key domestic |
industries in which U.S. exporters have a comparative advantage,
such as renewable energy, aerospace technology, construction and
farm machinery, and agricultural products. In addition, he has
streamlined processes, cutting transaction times so that 98% of
transactions are processed within 100 days, and introduced
innovative new financial products to better equip U.S. companies to
win sales in an increasingly competitive global economy. Hochberg
has also developed new risk management processes to protect &8
taxpayers. Under his leadership, EXIM's default rate has decreased from an average of 0.80% in FY2009 to
0.26% by June 2016.

From 2004 to 2008, Hochberg was dean of the Milano School of International Affairs, Management, and
Urban Policy at The New School in New York City. From 1998 through 2001, he served as deputy, and then
acting Administrator of the Small Business Administration (SBA), where he worked to quadruple lending to
minority- and women-owned small businesses. Prior to his service at SBA, Hochberg was the long-time
President and Chief Operating Officer of the Lillian Vernon Corporation, where he led the transformation of a
small, family-owned mail order company into an international, publicly traded direct marketing corporation.
Hochberg is a past board member of the Port Authority of New York and New Jersey, the Citizens Budget
Commission, and FINCA International Micro Finance. He has served as co-Chair of the Human Rights
Campaign, and is a founder of the David Bohnett LGBT Leadership Fellows Scholarship at Harvard’'s Kennedy
School of Government. He was also an appointed representative to the New York State Financial Control
Board.
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First Vice President / Vice Chair: Charles J. Hall (acting)

(Political)
See next page for biography of Charles J. Hall.
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EVP / Chief Operating Officer: Charles J. Hall

(Political)

Charles J. Hall is Executive Vice President and Chief Operating
Officer at EXIM. Prior to his current position, he served as EVP and
Chief Risk Officer at EXIM. He was sworn in as EXIM EVP on
November 22, 2013. Prior to joining EXIM, CJ was chief executive
of Envirotrade Group, a Mauritius-incorporated group with offices
in the United Kingdom and South Africa and community-based
agroforestry and forest protection projects at locations in sub-
Saharan Africa. Its mission was to promote food security and
poverty alleviation in rural communities while at the same time
addressing climate change and biodiversity challenges in Africa.

Prior to leading Envirotrade, CJ and his wife founded a UK food §
manufacturing business, which they later floated on the London
Stock Exchange and expanded with the acquisition of two larger
companies operating in the same sector. Before that
entrepreneurial venture, he was an emerging markets corporate finance banker with JPMorgan & Company
for nine years, based in New York, Sao Paulo and London and focused on clients in Brazil, India and Turkey. CJ
began his career in 1972 as a US naval officer serving in both the Pacific and Atlantic Fleets. From 1978 to
1987, he was a US Foreign Service Officer, with postings in Kenya, Brazil and Washington. He holds a BS in
Economics from the Wharton School at the University of Pennsylvania and a MBA from Columbia University
in New York.
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SVP / Small Business: James G. Burrows

Jim Burrows has more than 30 years of professional experience in both the
public and private sectors of the financial services industry, including
commercial banking, retail banking, and investment banking. Mr. Burrows joined
EXIM as the Vice President of Small Business in October 2012, and was
promoted to the Senior Vice President in 2013. Mr. Burrows has also held
management positions at both large and regional commercial banks in the U.S.

SVP / Policy and Planning: James Cruse

James C. Cruse, senior vice president of EXIM's Policy and Planning Group, has
spent the bulk of his 45-year career at EXIM helping the boards of directors
evolve EXIM's strategic mission of supporting U.S. exports and jobs, and design
the programs, policies and international negotiating approaches to fulfill that
mission. The Policy and Planning Group addresses these responsibilities
through its two divisions - Policy Analysis and Planning and International
Relations. Cruse joined EXIM in 1970 as a country economist and moved to the
policy side when then-Chairman William Casey created the policy unit in 1975.
He was named to his current post in the 2002 EXIM-wide reorganization. Since
joining EXIM, Cruse has had a variety of assignments and contributed to many
of the policy and program developments that are core to today’s EXIM.

SVP / Resource Management: Michael Cushing

As SVP of Resource Management, Michael Cushing provides leadership for
EXIM's programs in human capital, information management and technology,
and procurement, acquisitions, and private sector sourcing. Cushing's previous
federal government service includes positions at the Overseas Private
Investment Corporation and the Office of Personnel Management. His private
sector experience includes positions as general counsel of an asset
management firm and as an attorney specializing in financial institution
investment development.
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SVP / General Counsel: Angela Freyre

(Political)

Angela Mariana Frere is the 20" General Counsel and Senior Vice President of
EXIM. In this capacity, she is EXIM's chief legal officer, managing its attorneys
and overseeing diverse transactions and litigation portfolios, and is a member
of EXIM’s senior management team. She is responsible for interpreting and
implementing laws applicable to or affecting EXIM. Prior to EXIM, Ms. Freyre
served as SVP and Deputy General Counsel for Legal and Strategic Affairs at The
Nielsen Company, a global leader in the media and marketing information
business. Previously to Nielsen, Ms. Freyre practiced law in New York and Paris,
developing an international corporate practice, including join ventures, mergers
and acquisitions, and complex financial transactions for ten years each at
Coudert Brothers LLP and Mudge Rose Futhrie Alexander & Ferdon LLP.

SVP / Congressional and Intergovernmental Affairs: Erin Gulick

(Political)

As the Senior Vice President for Congressional and Intergovernmental Affairs,
Gulick oversees EXIM's outreach to Congress, Governors, State Legislators,
Mayors, and serves as the primary point of contact for those elected officials
Members of Congress and their staff. Prior to joining EXIM in October 2014, for
the past six years, Gulick served as a senior congressional advisor on
international trade, banking, and tax policy matters. She most recently served
as a Senior Advisor to Senator Maria Cantwell of Washington state, where she
spent much of her time focused on matters before the Senate Finance
Committee. Prior to that position, Gulick worked in the United States House of
Representatives as a Senior Legislative Assistant to Representative Ron Kind
of Wisconsin, assisting him in his role on the House Ways & Means Committee
and prior to that worked with former Representative Ellen Tauscher of
California. Before working on Capitol Hill, Gulick managed policy and regulatory
matters at the state and federal level for the National Reverse Mortgage
Lenders Trade Association and Beam Suntory.
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SVP / Innovation and Performance: Michele Kuester

In her role as senior vice president for Innovation and Performance, Michele
Kuester provides leadership for EXIM's efforts to make EXIM more innovative
and customer focused. Ms. Kuester serves as EXIM's Performance
Improvement Officer and Senior Accountable Official. Ms. Kuester has worked
at EXIM over 25 years, serving both as a claims officer and a loan officer before
joining Policy and Planning as a policy analyst in 1993. Starting in 2012, Ms.
Kuester led a four-year management initiative called Total Enterprise
Modernization (TEM). TEM implemented projects that guided EXIM towards
becoming a more modern and flexible institution, able to adapt as the
environment around it changes. Ms. Kuester holds an undergraduate degree in
international finance from the University of Maryland and a master's degree in
international management from the Thunderbird School of Global
Management. She was also a fellow in the Excellence in Government Fellows
program of the Partnership of Public Service.

Acting Inspector General: Michael T. McCarthy

Michael McCarthy is the Deputy Inspector General of EXIM and currently leads
the Office of Inspector General. The Inspector General provides overall direction
to the teams of auditors, investigators, and inspectors responsible for
improving the programs and operations of EXIM and preventing and detecting
fraud, waste, and abuse. Mr. McCarthy is a career public servant who has
worked in all three branches of government. Before joining EXIM, he was a
senior executive at the U.S. Department of the Treasury and the Administrative
Conference of the United States, and previously served at the U.S. Department
of Justice. For the U.S. House of Representatives, Mike served as general

counsel to the Committee on Oversight and Government Reform and as staff director of that panel's
Subcommittee on Government Management. He was law clerk to U.S. District Judge Leonie Brinkema (E.D.
Va.). Mr. McCarthy graduated with honors from Harvard Law School and received a B.A. from Georgetown

University.
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SVP / Business and Product Development: Robert Morin

Bob Morin is the SVP of Business & Product Development of EXIM. Following
on from his over 15 years of success in leading EXIM's Transportation Division
(which is responsible for all of EXIM'’s aircraft and rail financings), Mr. Morin has
now been tasked with developing closer “working together” relationships with
other U.S. exporting industries and with foreign buyers. In addition, Mr. Morin
will continue to take an active role in developing new financial products (and
improving existing products) offered by EXIM, such as the EXIM Guaranteed
Bond, and in adopting new policies and procedures that enable EXIM to better
support the export of U.S. goods and services. Prior to joining EXIM, Mr. Morin
was associated with the law firm of Milbank, Tweed, Hadley & McCloy in New
York where he represented banks and other financial institutions.

Chief Banking Officer: Madolyn Phillips (career acting)

(Political)

Madolyn Phillips has more than 25 years of professional experience in financial
services in the public- and private sectors, including commercial banking,
investment banking, and development finance. Ms. Phillips re-joined EXIM as
the Deputy Chief Banking Officer in May 2015, having worked at EXIM as a
Senior Loan Officer from 2000 to 2005. She is currently serving as acting CBO
until a political appointment is made. Ms. Phillips has also held management
positions at the U.S. Small Business Administration and the Millennium
Challenge Corporation, and worked for Bankers Trust Company and J.P. Morgan
in New York, and Wells Fargo in San Francisco.
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SVP / Chief of Staff: Scott P. Schloegel

(Political)

Scott Schloegel has 25 years of political experience working at the state and
federal levels. In July, 2014 Schloegel was named Senior Vice President and
Chief of Staff at EXIM Bank, where he oversees the Chairman'’s office and has
the Congressional & Intergovernmental Affairs, Communications and Policy
divisions of the Bank reporting to him. His congressional committee experience
has been an asset as he provided advice and leadership for a number of
congressional hearings for EXIM as well as strategic planning for the Bank. He
also has significant interaction with White House and Administration officials
on behalf of the Chairman. Schloegel joined the Obama Administration in
January of 2011 as EXIM Bank’s Senior Vice President of Congressional Affairs
where he successfully led the Bank to a three year reauthorization and helped
secure multiple increases in appropriations at a time when most federal
agencies were seeing across the board cuts. He also led six EXIM Board
members through Senate confirmation. A Michigan native, Schloegel worked as a Legislative Aide in the
Michigan House from 1990-1992. In 1993 he became District Director for Congressman Bart Stupak of
Michigan and served as Stupak's Chief of Staff from 1997 through January of 2011. While serving as Stupak's
Chief of Staff, Schloegel also served as Professional Staff and an Investigator on the House Energy &
Commerce Committee's Oversight & Investigations Subcommittee where he investigated issues ranging
from the BP Deepwater Horizon oil spill in the Gulf of Mexico, to food and drug safety recalls, to cyber
security at our nation's nuclear weapons labs.

SVP / Communications: Caroline Scullin

(Political)

Caroline Scullin joined EXIM as SVP of Communications in July, 2016. Prior to
EXIM, Ms. Sculling served as VP for External Relations at the Wilson Center. She
has more than 25 years of experience in strategic communications and external
relations. Ms. Scullin served as Communications Director for the Center for
International Private Enterprise and before that as Director of Public Relations
for the United States Government Printing Office. From 2001 to 2007, she
operated her own project management consulting practice.
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SVP / Chief Financial Officer: David M. Sena

David M. Sena joined the Office of the Chief Financial Officer at EXIM in 2001.
He previously served as the Vice President Treasurer. In February 2012, Mr.
Sena was named the Chief Financial Officer. Mr. Sena, as the Chief Financial
Officer, provides expertise and guidance to the President and Chairman as well
as to the Board of Directors and the senior management team. His
responsibilities include overseeing all asset monitoring/restructuring/recovery
efforts on EXIM's $100 billion portfolio including risk management/mitigation
efforts. In addition, he is responsible for managing EXIM's revenue and
expenses and other cash-related activities. He also supervises all financial and
management audits and reviews.

SVP / Chief Information Officer: Howard Spira

Howard Spira was named the Chief Information Officer of EXIM in December
2014, Howard comes to EXIM from the US Treasury where he led the
technology team for the Office of Financial Stability — the team that ran the
rescue program in response to the financial crisis of 2008. Prior to his federal
service, Howard was a senior IT executive in the financial services industry with
an extensive background in international and domestic commercial finance. His
past companies include Goldman Sachs, General Electric, Smith Barney and
Andersen Consulting. He brings to EXIM a wealth of industry technology
experience. Mr. Spira holds a BS from Cornell University's school of Agriculture
and Life Sciences and an MBA from Cornell's Johnson School of Business.
Howard and his family live in Bethesda, Maryland.
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SVP / Chief Ethics Officer: Lisa Terry

Chairman Hochberg appointed Lisa V. Terry as EXIM's first Chief Ethics Officer,
effective October 3, 2016. Prior to holding this position, Ms. Terry served as
General Counsel at the U.S. Office of Special Counsel from 2013 to 2016. Ms.
Terry has rejoined EXIM as Chief Ethics Officer after serving as a member of the
Office of General Counsel from 2006 to 2013, including nearly two years as
Assistant General Counsel for Administration. Ms. Terry brings 25 years of
public and private sector legal experience in Washington, DC, including 18 years
in the field of federal ethics law. She began her legal career as a law clerk to the
Honorable Gladys Kessler at the Superior Court of the District of Columbia, and
thereafter joined Feldesman, Tucker, Leifer, Fidell, LLP before entering the
federal sector. She received a J.D. from Vanderbilt University School of Law and
a B.A.in French Language from the University of Virginia. Ms. Terry is a fourth-
generation native Washingtonian.

SVP / Chief Risk Officer: Kenneth Tinsley

Kenneth M. Tinsley is the Chief Risk Officer and Senior Vice President of Credit
and Risk Management. In addition to his duties as Chief Risk Officer, Mr.
Tinsley is responsible for overseeing credit policy, credit review and compliance,
country risk and economic analysis, and engineering and environmental
analysis. Previously Mr. Tinsley was the Vice President of Credit Underwriting,
where he was responsible on a global basis for underwriting all short and
medium-term risk, financial institution credit risk, and select long-term
corporate risk for EXIM.
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V. Top Issues for New Leadership

List of Top Issue Briefers

The top issues facing EXIM range from congressional mandates to operational. There are 43 top issues
highlighted for the Landing Team. The issues are each assigned an urgency level and assigned a lead Senior
Officer able to communicate these issues to the Landing Team. Below is a list of the top issues divided into
three categories: High Level, Policies and Programs, and Administrative, with thematic groups under each.
High level issues are ones that senior management have determined are core to the overall strategy and
outlook of EXIM, with a wide impact across the organization. Policies and Programs issues are ones that are
relevant to specific policies or programs, and are usually narrower in scope. Administrative issues are ones
relevant to the functioning, staffing, and reporting of EXIM. The briefers can be found following the list of key
issues, or by clicking on the briefer title in the tables below.

EXIM High Level

Key Issue Urgency Office Lead Page

Board and Congress

1) Board Quorum / Board Appointments 30 days OCIA Gulick 33

2) Authorization and Appropriations 180 days OCIA Gulick 35
Budget Considerations

3) Budget Process 90 days OCFO Sena 37

4) Self-sustaining Status and Prospects Background OCFO Sena 39
Public Issues

5) EXIM Reliability and Competitiveness Background OPP Cruse 41

6) Non-participant Stakeholder Engage Background OCMM Scullin 43

7) Interagency Engagement / USG Background 0CosS Bevens 45
Mission, Mandates, and Strategy

8) Mission & Congressional Mandates 30 days OCIA Gulick 48

9) Strategic Plan and Operating Priorities 180 days OIP Kuester 50

10) Policy Challenges in the New ECA World Background OPP Cruse 52

11) International Engagements Background OPP Cruse 54
Risks

12) Risk Appetite at EXIM 30 days OCRO Tinsley 57

13) Modification of Credit Analysis Background OCRO Tinsley 60

14) Enterprise Risk Management Background OCRO Tinsley 62
Management

15) Organizational Culture Change Background 0CO0 Hall 64

16) Office of the Inspector General Background 0IG McCarthy 66

17) EXIM Management Challenges Background 0IG McCarthy 69
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EXIM Policies and Programs

Key Issue Urgency Office Lead Page
Requirements
1) Status of 2015 Reauth. Requirements 30 days 0GC Freyre 75
2) Conflict in Congressional Mandates Background OPP Cruse 79
3) MARAD Requirements Background ~ OPP Cruse 81
4) Content Policy and Jobs Linkages Background OPP Cruse 83
5) Economic Impact Policies/ Procedures Background OPP Cruse 85
6) Environmental & Social Policies Background OCIA Gulick 87
Business
7) Business Outlook and Opportunities 30 days OEF Phillips 89
8) Digital Business Development 60 days 0SB Burrows 91
9) New Business & Product Development 90 days OBPD Morin 93
10) PEFCO 90 days OPP Cruse 96
Portfolio and Transactions
11) Portfolio Snapshot Background ~ OCFO Sena 98
12) Portfolio Reserve Requirements Background OCFO Sena 100
13) Medium-Term Program Background OEF Phillips 102
14) Transportation Portfolio Background OEF Phillips 104
Legal Considerations
15) Delegated Authority Background 0GC Freyre 106
16) Ethics Program Management Background OOE Terry 108

EXIM Administrative

Key Issue Urgency Office Lead Page

Committees
1) Risk Management Committee 30 days OCFO Sena 111
2) Advisory Committee Background 0COS Bevens 112
Human Capital Plans
3) FTE Staffing Plan / Succession Plan 90 days 0CO0 Hall 114
4) Employee Engagement / Tier 1 90 days 0CO00 Hall 117
Annual Events and Reports
5) Annual Conference Arrangements 30 days OCMM Scullin 119
6) Annual & Competitiveness Reports 90 days OCMM Scullin 121
Legal
7) Pay Authority 30days OCIA Gulick 123
8) OIG Ongoing Recs and SARC 60 days OCFO Sena 125
Information Technology
9) Information Security 30 days ORIM Spira 127
10) IMT Investment Plan 90 days ORIM Spira 129
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Key Issue Briefers
EXIM High Level
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EXIM

EXPORT-IMPORT BANK

OF THE UNITED STATES

MEMORANDUM

DATE: November 16, 2016

TO: Incoming EXIM Leadership

FROM: Erin Gulick, SVP, Congressional and Intergovernmental Affairs
SUBJECT: EXIM Board of Directors Quorum & Appointments
BACKGROUND

Per its Charter, EXIM has a five member Board of Directors to consider certain individual
transactions, Bank policies, or other business that may arise. The Board consists of the President of
EXIM (who also serves as Chairman), the First Vice President (also serving as Vice Chairman), and
three additional persons, all of whom are appointed by the President of the U.S. with the advice and
consent of the U.S. Senate. Of the five members, not more than three can be members of any one
political party. A quorum on the Board requires three members; without a quorum the Board cannot
conduct any business, including considering applications for long-term transactions exceeding $10
million’. Since July 2015, there have only been two members (Chair & Vice Chair), thus lacking a
quorum.

Members of the Board are appointed to fixed, four-year terms and permitted an automatic six-
month extension. The terms begin in January and are staggered to provide stability and continuity.
While the President nominates all of the Board Members, it is customary for the Senate leader of
the opposite party of the President to recommend candidates to the President for the other two
seats.

e President & Chairman (Party of the President) — January 2017-2021

e First Vice-President & Vice Chairman (Party of the President) — January 2017-2021

e Board Member (Opposite Party of Pres./Independent) — January 2017-2021

e Board Member (Party of the President) — January [2015]-2019

e Board Member (Opposite Party of Pres. /Independent) — January [2015]-2019

'n 2010, EXIM Bank’s Board of Directors delegated to certain Bank staff the authority to approve individual loan
guarantees and direct loans (medium- and long-term) of up to $10 million.

(M
Reducing Risk. Unleashing Opportunity. E) \

EXPORT-IMPORT BANK
OF THE UNITED STATES



EXIM in Transition — Landing Team Document | 34

Additionally, the U.S. Secretary of Commerce and the U.S. Trade Representative serve as non-
voting, ex officio Members of the Board.

EXIM has an independent Inspector General {IG), who is appointed by the President with the advice
and consent of the Senate. The IG is responsible for review and oversight of EXIM. The IG does not
serve a fixed term and can only be removed by the President, following a 30-day notification to
Congress. The |G position has been vacant since June 2014.

KEY ISSUES

Banking Committee: The Senate Banking Committee processes and reports EXIM nominations to the
full Senate. (Senate rules permit nominations to be discharged from committee and receive
immediate floor consideration so long as there is no objection to a unanimous consent request.)
Board Member McWatters Nomination: In January 2016, President Obama acted on the
recommendation of Senate Majority Leader Mitch McConnell and nominated a Republican, Mr. J. Mark
McWatters, to serve a term ending in January 2019. While no specific objections were raised,
Chairman Shelby (R-AL) objected to moving McWatters' nomination. Mr. McWatters' paperwork was
submitted to the Committee and he met with 18 Senators and Minority Staff from the Banking
Committee. No further action has been taken to date on his nomination.

Board Member Slacik Nomination: In September 2016, President Obama nominated a Democrat, Ms.
Claudia Slacik to serve a term ending in January 2019. Ms. Slacik’'s paperwork has also been
submitted to the Banking Committee.

IG Walker Nomination: In addition to the Board nominations, in July, President Obama nominated Mr.
Kim Walker to serve as EXIM's Inspector General. The Banking Committee has primary jurisdiction
over the IG nomination. IG nominations are then referred to the Senate Homeland Security and
Government Affairs Committee for no more than 20 days. No action has been taken to date on his
nomination in either committee.

ACTION ITEMS

Nominations: It will be important for the nominations for the Board Members, as well as,
Chair and Vice Chair positions be seen as a priority in the next Administration. If still
unconfirmed, both pending Board nominations expire with the end of the 114th Congress in
January and the incoming POTUS must submit new nominations in the 115th Congress. On
January 20%, the terms of the Chairman and Vice Chair will expire. While they are granted an
automatic six-month extension, this means that all five positions on the Board of Directors
will be vacant in 2017. Given the necessity of the Board for EXIM to be fully operational, it is
imperative that these nominations are given high priority.

IG Nomination: Mr. Walker's nomination expires with the 114 Congress and the POTUS will
need to submit a new nomination.
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EXIM

EXPORT-IMPORT BANK
OF THE UNITED STATES

MEMORANDUM

DATE: November 16, 2016

TO: Incoming EXIM Leadership

FROM: Erin Gulick, SVP, Congressional and Intergovernmental Affairs
SUBJECT: Authorization & Appropriations

BACKGROUND

Authorization: Federal agencies commonly need to be reauthorized by Congress; however, EXIM is
unique in that without congressional authorization, it is explicitly prohibited from working on and
approving new transactions. This means that EXIM must be affirmatively reauthorized by Congress
to be fully operational. Rather, it is limited to managing its existing portfolio and monitoring any
outstanding exposure. Because all preexisting loans, guarantees and insurance policies continue in
full force and effect according to their terms of maturity, EXIM will continue to operate for years
even with a lapse in authorization. EXIM has been reauthorized 17 times, with its most recent
authorization receiving bipartisan support from three-quarters of the House and Senate in
December 2015. EXIM's most recent reauthorization goes until September, 2019.

Appropriation: Like most federal agencies, Congress allocates the funds available to EXIM to
support its authorized activities through the annual appropriations process. EXIM has been self-
sustaining since 2008 and as such, EXIM receives what is known as a “net-zero” appropriation from
Congress. This means that while Congress sets the level of EXIM's administrative expenses, EXIM
covers all of its operation and program costs directly through fees and interest collected from its
customers. This results in a net $0 Congressional appropriation. EXIM's appropriations fall under the
jurisdiction of the House of Representatives and Senate Appropriations Subcommittees on State
and Foreign Operations.
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KEY ISSUES

Appropriations: EXIM's approach to the FY2018 appropriations will depend on the language it is able
to receive at the end of 2016 in the FY2017 appropriations. EXIM will need to continue to ensure that
its priorities are included, such as administratively determined pay.

Authorization: EXIM will need to lay the ground work for the 2019 reauthorization in 2017. The Office
of Congressional & Intergovernmental Affairs has developed a strategic plan which they will discuss
with the incoming team.

Self-Sustaining/Offsetting Collections: EXIM earns offsetting collection upon disbursement so EXIM
often earns offsetting collections that permit EXIM to cover its operational costs and send any excess
revenues to the Treasury. As the majority of offsetting collections are from long-term transactions
approved by EXIM's Board, EXIM's ability to continue to be self-sustaining is weakened and
potentially jeopardized in the future, should it continue to not have a Board with the ability to approve
long-term transactions.

ACTION ITEMS
[tems that will need to be dealt with include:

Appropriations: House and Senate Appropriations begin the review and drafting process after the
submission of the President’s budget. With the new Administration, the submission of the budget will
likely be in March, rather than February. Deadline: March 2017
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EXIM

EXPORT-IMPORT BANK

OF THE UNITED STATES

MEMORANDUM

DATE: November 16, 2016

TO: Incoming EXIM Leadership

FROM: David Sena, SVP, Chief Financial Officer
SUBJECT: Budget Process

BACKGROUND

The federal budget process incorporates the requests of each agency, the policy goals of the
President, and the desires of Congress. The Budget process begins 16 months prior to the fiscal
year. EXIM normally requests appropriations to cover Administrative Expenses and
Subsidy/Carryover Expenses. Administrative expenses are one-year while Subsidy/Carryover
Expenses are available for four years. EXIM is self-sustaining - the fees earned by EXIM pay for
both Administrative and Subsidy/Carryover Expenses. The Net appropriation for EXIM is $0.

Administrative Expenses cover operational expenses. Compensation & Benefits account for more
than seventy percent (70%); the remaining thirty percent (30%) includes Rent, Information
Technology Operation & Maintenance Expenses, travel and other efforts such as the Security
Guards contract. The Subsidy/Carryover is used for transactions where fees are insufficient to cover
the reserves. Since 2009, EXIM Bank has taken steps to reduce subsidy expenses to zero ($0). In FY
2014, FY 2015 and FY 2016, EXIM Bank did not use subsidy. For all transactions authorized during
those years, the fees at a minimum covered all prudent reserve requirements.

Budget Formulation: June to September

The annual budget formulation process begins sixteen months before the beginning of the fiscal
year. EXIM kicks off with budget formulation by asking each division to estimate its needs for the
fiscal year. Each office considers their request from an enterprise-wide perspective and aligns their
needs with EXIM's strategic goals. EXIM Bank's Strategic Plan and Chairman’s priorities guide
efforts at all levels of the organization and are used as a foundation for internal strategic and
operational discussions including the development of the budget request. Divisions plan resource
levels — such as full-time employees (FTEs) and travel expenses — with expected authorizations
levels. Using data from each division, feedback from the Chairman'’s office, and guidance from OMB,
EXIM finalizes a budget request for the agency. The request includes administrative expenses,
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authorization levels, subsidy expenses (EXIM Bank has not requested a subsidy appropriation in five
years (FY 2014 - FY 2018), and offsetting collections. In the second week of September, the agency
transmits its request to OMB. Around Thanksgiving, OMB "passes back” an EXIM budget for the
President's Budget. EXIM may negotiate any parts of this passback with which the agency
disagrees. OMB guidance may include Presidential initiatives on management agenda items such as
IT and real property. Once the passback is final, EXIM inputs budget information into the President’s
Budget and creates documents which describe the budget request such as Congressional Budget
Justifications (CBJ). The White House then submits the President's Budget to Congress generally on
the first Monday in February. Agencies submit budget-related documents shortly thereafter.

By the end of the month of September, Congress funds the government by specific program in 12
appropriation bills. EXIM is included in the State and Foreign Operations bill. If Congress has not
passed appropriation bills by the end of the fiscal year, Congress may pass a "“Continuing
Resolution” (CR) in order to avoid a shutdown. The CR usually keeps funding level with the previous
appropriation bill (e.g. at the beginning of FY 2018 an agency would receive funding at the FY2017
level). Anomalies can be submitted as part of the CR, anomalies highlight major issues for the
appropriators. In FY 2017, the EXIM Bank Board Quorum anomaly was included in the CR
Appropriations Issues. Within 10 days from appropriations, EXIM apportions the appropriated funds.
Under a CR, these apportionments are automatic.

Budget Execution: October to September

During the budget execution phase, EXIM obligates and spends the funds Congress has
appropriated for the agency, but are derived from the fees and interest EXIM charges its customers.
At the beginning of the new fiscal year, the OCFO creates a budget for each division for the year. On
a monthly basis, OCFO provides budget reports to EXIM's divisions to ensure that each division
spends within its allocation.

KEY ISSUES
e Operational Risk: EXIM is affected by government shutdown if Congress fails to pass a funding bill by
September 30 each vear.
e Subsidy Risk: All transactions are fully funded, including prudent reserve, by the fees charged to the
customers.

ACTION ITEMS
e During the Budget process, the Chairman has in the past testified before the Appropriations
Subcommittees on the Agency's Budget Request.
e In prior Appropriations, the Bank had special Administrative Determined (AD) pay authority. This
authority allowed for a staff with specialized expertise to be paid above the General Schedule level.
This authority was inadvertently removed in the FY 2016 Appropriation Bill, and EXIM is working to

have this autf |Orit\/ restored.
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MEMORANDUM

DATE: November 16, 2016

TO: Incoming EXIM Leadership

FROM: David Sena, SVP, Chief Financial Officer
SUBJECT: Self-Sustaining and Prospects
BACKGROUND

EXIM has been self-sustaining for budgetary purposes since FY 2008 and has a Net Appropriation of
$0. EXIM's program revenue (i.e., in a given year, fee and interest collections from transactions that
exceed the reserve requirements on those transactions) is 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. Long-Term transactions generate the majority of
the offsetting collections; the lack of Board Quorum jeopardizes EXIM Bank's ability to be self-
sustaining.

What are Offsetting Collections?

Offsetting Collections are fees in excess of reserve requirements. For example: for a $100 million
authorization with a 15% fee and a 5% reserve requirement, EXIM earns $15 million in fees from
which it is required to set aside $5 million in reserves to cover expected losses. The Balance of $10
million (profit) is retained by EXIM as offsetting collections. When the transaction is presented to
EXIM's Board for consideration, it will show a negative ten percent (-10%) subsidy. These, or any,
excess funds are transferred to the Treasury at the end of each fiscal year.

When are Offsetting Collections earned?

EXIM earns offsetting collections upon disbursement of a negative subsidy authorization. The
negative subsidy percent is multiplied by the amount disbursed to calculate the offsetting collection.
With multi-year disbursements for individual authorizations, EXIM earns offsetting collections
during the disbursement period,

What EXIM programs earn Offsetting Collections?

Long-Term transactions generate the majority of offsetting collections where exposure fees
(established by OECD agreement) exceed reserve requirement. Medium and Short Term
transactions are designed to be primarily breakeven and generally do not earn offsetting collections.

Reducing Risk. Unleashing Opportunity. E) \IM

EXPORT-IMPORT BANK
OF THE UNITED STATES



EXIM in Transition — Landing Team Document | 40

For these transactions, the fees equal the reserve requirements. Working Capital transactions are
breakeven and do not earn offsetting collections.

What does EXIM do with Offsetting Collections?

Offsetting collections are available for expenditure only during the fiscal year that they are earned.
EXIM uses offsetting collections to pay all Administrative Expenses, not to exceed the Appropriation
level, as well as Subsidy and Carryover Expenses, not to exceed the

Appropriation level. EXIM Bank's Offsetting
Collections

What happens to the excess Offsetting Collections?
EXIM earns offsetting collections during the fiscal year. After paying all
expenses appropriated for the year, all excess or unspent offsetting Fy 2012 (803.70)
collections (negative subsidy) are savings to Taxpayers that are sent to FY 2013 (1,056.90)
g y g pay FY 2014 (674.70)
the U.S. Treasury at the end of the year. FY 2015 (431.60)
FY 2016 (283.90)
KEY ISSUES (3,250.80)

e Offsetting Collections: Balances: As of September 2016, EXIM has $206M in undisbursed negative
subsidy (profit). EXIM expects to disburse sufficient negative subsidy to fully cover expected FY 2017
expenses. In order to remain self-sustaining, EXIM will need to begin approving new Long-Term
transactions.

ACTION ITEMS

In FY 2017, the Bank estimated earning $559 M in offsetting collections, assuming a Board Quorum.
These offsetting collections not only pay for Bank expenses, they also offset other Governmental
expenses. The lack of Board Quorum prevents EXIM Bank from supporting Long-Term transactions
which earn the majority of the offsetting collections. Without this income, EXIM Bank cannot be a
self-sustaining agency nor offset other Governmental expenses. The Bank needs to approve Long-
Term transactions in order to remain self-sustaining.
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MEMORANDUM

DATE: November 16, 2016

TO: Incoming EXIM Leadership

FROM: Jim Cruse, SVP, Policy and Planning
SUBJECT: Reliability and Competitiveness
BACKGROUND

Despite reauthorization to do business through September 30, 2019, EXIM continues to face a
variety of reliability and programmatic issues. The lapse in authority in 2015, trouble establishing a
Board quorum, and a short-term reauthorization of only three years have had broad damaging
impacts on how EXIM's operational reliability is viewed by its customers and the international
community. From the standpoint of EXIM's customers, the inability to provide support during the
lapse, the lack of Board quorum, and the uncertainty surrounding EXIM's ability to consistently
provide support in the future have had a negative impact on their confidence in how supportive
EXIM will be going forward. In an international context, foreign export credit agencies (ECAs) have
undergone a large strategic realignment since the global financial crisis; they have trended away
from passive lenders-of-last-resort, the current EXIM model, in favor of more aggressive trade
augmentation strategies that emphasize more general economic benefits and promote broader
national interests. As a result, these ECAs, in line with the policy goals of their governments, are
increasingly able to provide more flexible and reliable support to customers than EXIM.

KEY ISSUES

e EXIM's relationship with its customers: Foreign buyers have reported that uncertainty surrounding
EXIM's ability to provide support has caused them to select more reliable sources, shifting
procurement away from US exporters.

e Credible threat of EXIM's support: The uncertainty surrounding EXIM in the long-run is causing the
USG to lose leverage when negotiating to more fully establish a level playing field of official export
credit support.

e Decline of EXIM competitiveness relative to other ECAs: Foreign governments and their ECAs are
adopting more aggressive trade promotion strategies and developing newer, more flexible products
and programs to implement these strategies.
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ACTION ITEMS

[tems that will need to be dealt with include:

e At EXIM:
a. Evaluate risk appetite policies to ensure that they reflect a more aggressive competitive
landscape.
b. Establish policies that more aggressively use Bank products and programs to expand US
presence in both new export markets and sectors of strategic importance; cultivate the
Bank's ability to support a new expanded class of US exporters (e.g. Medium-Term) as stated
in EXIM'’s reauthorization.

o Atthe Congressional Level:
a. Educate congressional stakeholders on the benefits associated with a longer term
reauthorization of the Bank’s Charter (e.g. 10-20 vear range).
b. Educate congressional stakeholders on the benefits to the U.S. economy of establishing
competitive Exim programs and policy parameters relative to foreign export credit providers.

e Atthe Executive Level:
a. Push for greater coordination and cooperation at the interagency level.
b. Help establish a USG negotiating strategy that focuses on pragmatic rules, based on ECAs’
‘best practices’ and in line with the contemporary global export credit environment, that
would maximize EXIM’s ability to proactively support US exporters, instead of purely filling
private sector gaps.
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MEMORANDUM

DATE: November 16, 2016

TO: Incoming EXIM Leadership

FROM: Caroline L. Scullin, SVP, Communications
SUBJECT: Non-Transactional Stakeholder Engagement
BACKGROUND

Over the last year, the EXIM Communications team conducted an audit — with contributions from
EXIM divisions and business groups — of existing relationships with non-transactional stakeholders
groups and current levels of engagement. These have been broadly categorized and prioritized
based on a variety of factors, including but not limited to: transparency with the public, benefit to
EXIM and working relationships important to the continued operation of the business across
industries.

There was an assessment of current levels of engagement, gaps in engagement and support and
new organizations for engagement were identified to help promote the EXIM mission. Within the
categories identified below, we are working with three types of stakeholders in each category: high-
level influencers and thought leaders; business leaders and CEOs; and stakeholder and industry
specific groups. This engagement will include global, national and domestic relationships.

Target categories for engagement:

e Academia

e Business Associations — both broad and industry specific - (e.g. US Chamber of Commerce, Business
Roundtable, National Association of Manufacturers, Coalition for Employment through Exports,
National Small Business Association, Business Forward, Association of Equipment Manufacturers)

e (orporate, sector-focused: Aerospace; Aviation; Agriculture; Banking & Financial Services; Energy
(Nuclear, Renewable, Qil, Gas, Coal); Infrastructure; Manufacturing; Small Business

e Environmental Groups

e Labor

o Media — Domestic & International
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Minority & Women Groups and Associations
Think Tanks — (e.g. Petersen Institute, Brookings Institution, Wilson Center, CSIS, CAP)

KEY ISSUES

Strengthening current relationships: Due to EXIM’s 2015 lapse in authority and inability to engage in
forward looking activities, there is a need to strengthen relationships with some of our current
partners.

Building new relationships: Conduct outreach to new stakeholders that share common synergies and
can support EXIM's mission and business development efforts.

Tracking and measuring relationships: There is a need to effectively track outreach and relationships
by measuring their progress and ROI.

ACTION ITEMS
[tems in the near term include:

Meetings with Critical Stakeholders: Meet with the most committed and vocal stakeholder groups, at
both the leadership and staff levels to establish a relationship with the new EXIM leadership team
and discuss future opportunities. It may make sense for one staff person to be a constant at all
meetings and establish themselves as an individual point of contact among the new leadership team
and as someone who can liaise with these groups on behalf of the entire Bank.

New Groups: Set up meetings with new stakeholders to discuss areas of potential cooperation and
future opportunities to collaborate and grow EXIM's customer base.

Measuring ROI: Establish rigorous and effective measurement processes that track both impact (on
stakeholders) and return on investment (for EXIM). Deadline: Track ROl in June 2017 and again in
December 2017.
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OF THE UNITED STATES

MEMORANDUM

DATE: November 16, 2016

TO: Incoming EXIM Leadership

FROM: Matthew Bevens, Deputy Chief of Staff
SUBJECT: Interagency Engagement
BACKGROUND

Like every government agency, EXIM has frequent and deep engagement with other U.S.
government agencies. This engagement comes in three forms: (1) interagency engagement that
stems from our charter or by necessity; (2) EXIM participation in interagency processes where EXIM
expertise or tools are useful to broader USG efforts; and (3) ad-hoc or informal EXIM engagement.

Nearly

every EXIM division engages with colleagues across the U.S. Government.

KEY ISSUES

White House: The Chairman’s Office coordinates White House interaction, with the Chief of Staff,
COO and Deputy Chief of Staff (DCOS) working closely with NEC leadership, NSC leadership, PPO
leadership (the DCOS is EXIM'’s official White House Liaison), and other White House-led interagency
initiatives (i.e. the President’s Export Council). OCIA deals directly with White House Leg Affairs and
Communications coordinates directly with White House Comms; each SVP should establish clear
channels of communication with their WH counterparts and loop staff into all-agency calls, etc. Other
divisions of EXIM also work with NSC staff, but coordinate with the Office of the Chairman.

Office of Management and Budget (OMB): The COO and OCFO are the primary points of contact for
OMB on budget and personnel issues, most notably through the Administration’s budget process.
OCIA and OGC respond to and coordinate with OMB directly on legislative and legal issues,
respectively. Occasionally OMB will coordinate USG document review exercises that reach a broader
swathe of EXIM.

o ICRAS: EXIM Bank is the Secretariat for the Interagency Credit Risk Assessment System
(ICRAS), an interagency process through which the U.S. government assigns one uniform
credit rating for sovereign transactions and one rating for private sector transactions in all
countries eligible to receive U.S. government credit. OMB chairs ICRAS, while EXIM, State,
Treasury, OPIC, Agriculture, USAID and others are participants.

Treasury: The Office of Policy and Planning works most frequently with Treasury, due to their role
representing the United States at the OECD. In recent years, EXIM staff and Treasury staff have
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occasionally experienced disagreements on how to respond to the growth of global official export
credits and negotiations to establish a new international framework. Treasury also sends a
representative to all EXIM Board meetings. EXIM staff coordinates with the Office of Trade and
Investment Policy, which resides under the Undersecretary for International Affairs, which is the
Chair's counterpart at the agency.
State: Multiple EXIM divisions work with the State Department on a daily basis and, perhaps for that
reason, State has one person whose job is to be the State liaison to EXIM and USTDA, Heather
Goethert. In addition to attending every EXIM Board meeting, the Chairman’s office, Export Finance,
OGC and other departments coordinate a good deal of their country-specific or issue-specific
international and embassy outreach through this liaison. At the same time, EXIM staff members have
their own relationships, and where State is leading country-specific interagency initiatives, State staff
members often coordinate with EXIM staff directly.
Commerce: Like State, multiple EXIM divisions coordinate closely with the Commerce department. As
an institution, EXIM leans on the Foreign Commercial Service of ITA to identify exporters and export
opportunities that could benefit from Bank products and also coordinate overseas meetings for EXIM
staff. Many Administration-wide initiatives with significant EXIM equities, both domestic and
international, were led by Commerce during the Obama Administration. Domestically, EXIM business
development staff work closely with—and sometimes side-by-side with Commerce-run U.S. Export
Assistance Centers in cities across the country. Closer coordination with Commerce, through their
overseas staff and through offices like the Advocacy Center, is recommended going forward. The
Secretary of Commerce is an ex-officio member of EXIM's Board of Directors.
o TPCC: EXIM Bank is a member agency of the Trade Promotion Coordinating Committee, which
is chaired by the Commerce Department. The TPCC has grown to include 21 agencies or
White House offices and works to coordinate trade-related and export-supporting efforts
across the U.S. government.
OPIC and USTDA: EXIM interacts with two other U.S. government trade and investment agencies: the
Overseas Private Investment Corporation (OPIC) and the U.S. Trade and Development Agency
(USTDA). OPIC is a development finance institution focused on supporting U.S. private sector-linked
international development activities (vs. EXIM's clear U.S. exports and U.S. employment mission).
OPIC and EXIM have jointly participated in transactions, but this is uncommon given these different
missions. USTDA and EXIM programs work more closely together, as USTDA's technical assistance
work often paves the way for projects or market opportunities where EXIM guarantees, loans or
insurance are needed to support U.S. exports.
SBA: Export Finance coordinates with SBA staff on business development efforts and our similar, but
distinct lender-focused programs.
Justice: OGC works closely with DOJ on a number of issues, most importantly fraud investigations.
Transportation: Policy and Export Finance staff works with DOT on MARAD issues.
Energy: On nuclear and renewable issues, in particular, EXIM staff (E&E, Export Finance) coordinates
occasionally with DOE.
Labor, USTR, Agriculture: Limited engagement on Administration-wide initiatives. The U.S. Trade
Representative (USTR) is an ex-officio member of EXIM's Board of Directors.
HUD, HHS, VA, EPA, Education, DHS: Little to no engagement.
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ACTION ITEMS

Get an update on the Treasury-EXIM relationship vis-a-vis OECD efforts and issues.

Senior political staff should establish relationships with counterparts, and meet with State liaison.
Senior political staff should familiarize themselves with the ICRAS process and the countries up for
review in the coming year.

Other interagency issues are driven by transactions or by Administration initiatives.
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OF THE UNITED STATES

MEMORANDUM

DATE: November 16, 2016

TO: Incoming EXIM Leadership

FROM: Erin Gulick, SVP, Congressional and Intergovernmental Affairs

SUBJECT: EXIM Mission & Congressional Mandates

BACKGROUND

EXIM's mission is to support U.S. jobs through the export of U.S. goods and services. EXIM's role is

to supplement and encourage, and not compete with, private capital while seeking a reasonable
assurance of repayment. EXIM fills the gaps left by the private sector, and ensures a level playing
field. Specifically, EXIM is to provide guarantees, insurance, and extensions of credit at rates and on
terms and other conditions which are fully competitive with the government-supported rates and

terms

and conditions available for the financing of exports and goods and services from the

countries whose exporters compete with U.S. exporters, including countries the governments of
which are not members of the OECD.

Mandates: Congress established mandates that require EXIM to support small business,
environmentally beneficial exports, and exports to eligible markets in sub-Saharan Africa (SSA).

Sub-Saharan Africa: In 1997, Congress directed EXIM to “promote the expansion of EXIM's financial
commitments in sub-Saharan Africa” and to establish the SSA Advisory Committee. Since 2000,
EXIM has had a team dedicated to SSA. Since 2009, EXIM has authorized more than $7 billion to SSA.
In the 2015 EXIM Reform & Reauthorization Act, the authority for the Advisory Committee was
aligned with EXIM's extension of authority. Once EXIM has a quorum, a SSA Advisory Committee
must be established.

Small Business: In 1983, Congress enacted a small business mandate as a percentage of EXIM's loan,
guarantee, and insurance authority. This required EXIM to “make available not less than 6% of such
authority” in FY1984, 8% in FY1985, and 10% in FY1986 and thereafter. Congress increased the
percentage in 2002 to 20 percent, and in 2015 to 25%. Congress also included several other
provisions in EXIM's Charter reaffirming its commitment to small business, including small business
representation on EXIM's Advisory Committee, and Charter provisions regarding EXIM's Small
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Business Division, Small Business Specialists, and Small Business Committee. The SVP of Small
Business reports directly to the Chairman.

e Environmental: Since the 1980s, Congress has required EXIM to promote the export of
environmentally beneficial exports through its Charter and later years through appropriations acts. In
1989, Congress directed that EXIM should seek to provide at least 5 percent of its energy sector
financing for renewable energy projects and undertake to promote renewable energy. Following that
action, in 1992 a mandate was added to the Charter to require EXIM to “encourage the use of its
programs to support the exports of goods and services that have beneficial effects on the
environment or mitigate potential adverse environmental effects. Similarly, EXIM's Charter specifies
that its Tied Aid Program “may only be used to defend potential sales by United States companies to
a project that is environmentally sound.” In 2002, Congress directed EXIM to promote exports
related to renewable energy sources. Congress also mandates that EXIM have representation of the
environmental community on its Advisory Committee. In addition to the Charter, from 2008 - 2015,
through appropriations bills Congress gave EXIM the following goal: “That not less than 10 percent of
the aggregate loan, guarantee, and insurance authority available to EXIM under this Act should be used for
renewable energy technologies or energy efficiency technologies." Though the 10 percent target was
removed in FY2015, the appropriations legislation has continued to suspend enforcement of EXIM'’s
December 2013 Supplemental Guidelines for High Carbon Intensity Projects.

KEY ISSUES

e Congress increased the small business target to 25%. EXIM's support for small business was a major
part of its reauthorization, with some members of congress wishing to see the allocation be much
higher. Therefore, meeting the 25% mandate will be of significant interest to supporters and
opponents.

o Environmental guidelines and policies continue to be a contentious issue in Congress, particularly as
it relates to high-carbon (i.e. coal) projects. With the new OECD sector understanding, the new
Administration will need to carefully consider changes to EXIM’'s environmental guidelines, while
considering the non-discrimination provision added to EXIM's charter in the 2015.

ACTION ITEMS
There are no immediate action items.
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MEMORANDUM

DATE: November 16, 2016

TO: Incoming EXIM Leadership

FROM: Michele Kuester, SVP, Innovation and Performance
SUBJECT: Strategic Plan and Operating Priorities
BACKGROUND

The Government Performance and Results Act (GPRA) Modernization Act of 2010 mandates that all
agencies follow a performance and assessment plan that includes creation of a strategic plan,
annual performance plan, and annual performance report. EXIM revised its strategic plan in 2013.
The current strategic plan which EXIM is operating under extends through FY2017 (September 30,
2017). While EXIM may revise and update its strategic plan at any time, an updated strategic plan
must be in place by February 5, 2018. The updated strategic plan must cover a period of not less
than four years.

The current Strategic Plan identifies four goals:
e Expand awareness of EXIM services through focused business development and partnerships
e Improve ease of doing business with EXIM
e Ensure effective enterprise risk management consistent with EXIM's charter requirements
e (reate an environment that fosters high performance and innovation

EXIM has established annual operating priorities to be congruent with EXIM's strategic plan. The
operating priorities are congruent with and provide guidance for the execution of the strategic plan.
The 2016 operating priorities:

e Strengthen small business export DNA in all programs and products

e Equip U.S. exporters to win in a rapidly changing international landscape

e Make EXIM a Tier 1 place to work

e Improve data and systems to understand and execute our business

e Continuously improve internal processes and collaboration for better effectiveness, efficiency, and

risk management
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EXIM uses the goals and operating priorities it has established to measure success and guide its
activities. For example:

To support the goal improve ease of doing business with EXIM, the Bank has placed a particular focus
on tracking improvements in cycle time. As a result, EXIM has been able to drive and track an
improvement in the percentage transactions decided within 30 days, which increased from 84% in FY
2011 to 89% in FY 2016, and in the percentage decided within 100 days, which increased from 97% to
99% over the same period.

To improve EXIM’'s global competitiveness and support the goal ‘Continuously improve internal
processes and collaboration for better effectiveness, efficiency, and risk management, EXIM has
completed several targeted projects. These include undertaking leaning projects for Transportation
Business Credit, Disbursement, and Project Finance; adopting customer-friendly policies to accept
electronic documents; and streamlining and updating legal documentation for the Exporter's
Certificate, Transportation Operative Memo, and the financing documentation for General Aviation
aircraft.

KEY ISSUES

Strategic Plan Re-Evaluation: the environment in which EXIM operates has changed dramatically
between 2013 and today. A re-evaluation of EXIM's strategic plan and operating priorities is
necessary.

Objectives, Strategies, and Metrics: The four strategic goals still seem appropriate today. But the
objectives, strategies, and performance metrics need to be re-evaluated and adjusted to reflect the
progress made to date by EXIM and the rapidly changing environment in which it operates.

ACTION ITEMS

Update Operating Priorities: the new leadership must evaluate the current operating priorities and
prepare new operating priorities for 2017. Deadline: April, 2017

Update Strategic Plan: the new leadership must evaluate the current strategic plan, including the
objectives, strategies, and metrics, and prepare a new one for FY2018 onward. Deadline: September
30, 2017.
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EXIM
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OF THE UNITED STATES

MEMORANDUM

DATE: November 16, 2016

TO: Incoming EXIM Leadership

FROM: Jim Cruse, SVP, Policy and Planning

SUBJECT: Policy Challenges in the New Export Credit Agency World
BACKGROUND

The main providers of medium- and long-term {MLT) export finance are Export Credit Agencies
(ECAs) and commercial banks (including capital markets), constrained by the Organization for
Economic Cooperation and Development (OECD) Arrangement 2 and Basel Ill respectively. In recent
years, as a result of Basel lll regulation requirements the overall share of capital goods exports to
emerging markets done by commercial banks on their own account has decreased to around one-
half; similarly, as ECAs globally have expanded their products falling outside of the Arrangement
rules the overall share of official MLT activity done within OECD rules has decreased to less than
one-third.

During the Financial Crisis, EXIM was the most powerful, broadest-based and most program-flexible
ECA, pulling $5 to $10 billion of trade to the United States. Today, due to the lapse and lack of a
Board, EXIM has fallen far behind as it stood still while other ECAs have rapidly adapted, and
continue to do so, to radically changed market conditions.

KEY ISSUES
Currently, the ECA parameters of narrow export-support focus, limited government involvement,

level-playing-field goals, and “lender of last resort” philosophy are no longer the order of the day
among the 85 other ECAs around the world. A highly rule-dominated ECA world fit the U.S.

2 QECD Arrangement refers to the Organization for Economic Cooperation & Development’s Agreement on Officially
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philosophical preference for a narrowly focused ECA. However, the emerging global consensus
today, as a result of the factors cited below, does not appear to support such a limited role for ECAs.

Fundamental changes in the Export Finance environment that impact the role of ECAs include:

e Global Macroeconomics: Expansion of exports is seen as the main available driver for growth due to
high national debt levels that limit fiscal policy and near-zero central bank interest rates that limit
monetary policy. Expanded and aggressive ECAs are typically the policy tool selected to expand
exports in the national interest.

e Banking: The regulatory response (Basel Ill & Dodd-Frank) to the Financial Crisis has changed banks’
behavior. ECAs or multilateral institutions are now needed for the larger (>$200 million volume per
case), longer (>5 to 10 years), and riskier (non-investment grade) spectrums that commercial banks
now are unwilling or unable to do as a result of increased regulation.

e ECAs: Growth-stimulating operational changes include restructured export finance systems (France,
Italy, UK), expanded funding mechanisms (China, Denmark, Finland, Norway, Sweden), and broadened
mandates (Japan). Forward-leaning ideological changes include more ECA independence to meet
exporters’ needs, more responsibly aggressive risk appetites, and more programs in the national
interest (outside of any rules), all of which serve to provide additional financing solutions in support of
exports.

e U.S. Exporters: Some larger U.S. exporters are maximizing their access to expanding export systems
worldwide while minimizing dependence on the U.S. export system. This has been done through
moving export platforms for specific products to other countries.

ACTION ITEMS
[tems that will need to be dealt with include:

e C(learly lay out how EXIM can and will use current capabilities to meet the demands of the new world
while meeting all Congressional mandates.

e Update the U.S. Treasury, and the interagency group, on developments in the export finance
environment to inform negotiation positions for the long-term future of ECAs.
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EXIM
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OF THE UNITED STATES

MEMORANDUM

DATE: November 16, 2016

TO: Incoming EXIM Bank Leadership
FROM: Jim Cruse, SVP, Policy & Planning
SUBJECT: International Engagements
BACKGROUND

General

A cornerstone of EXIM's ability to remain competitive is its ability to engage with its international
counterparts—these engagements serve as the “eyes, ears, and voice” of EXIM to accurately assess the
global competitive landscape. To date, there are 85 ECAs supporting trade-related activity of which more
than two-thirds is unregulated by the established international rules for official export credit. Moreover, both
the number of foreign institutions supporting trade-related activities and the various types of activities
continues to increase; faced with this steadily growing competition, it is imperative that EXIM gains insight
into the practices of other ECAs so that it understands the competitive landscape to appropriately target its
support to level the playing field for U.S. exporters.

Organization of Economic Cooperation and Development (OECD)

The Arrangement on Officially Supported Export Credits (“the Arrangement”), along with its various sector-
specific annexes, serves as the primary rules regime for officially supported export credits globally. The
Arrangement housed in the Paris-based OECD is managed by the OECD staff and provides a World Trade
Organization (WTO)-compliant framework of minimum interest rates and risk fees and maximum repayment
terms for the use of officially supported export credits. For over 40 years, the Arrangement has consistently
proven its effectiveness at leveling the playing field among Export Credit Agencies (ECAs) party to it
Historically, all of EXIM’'s medium- and long-term financing is structured in strict accordance with the rules of
the Arrangement.

OECD meetings generally occur three times a year (March, June, and November) at the OECD Headquarters in
Paris, France.

3 As of 12 October, 2016, Arrangement Participants include the following countries: Australia, Canada, the 28 countries of the
European Union, Japan, Korea, New Zealand, Norway, Switzerland, and the United States.

(M
Reducing Risk. Unleashing Opportunity. E) \

EXPORT-IMPORT BANK
OF THE UNITED STATES



EXIM in Transition — Landing Team Document | 55

International Working Group on Export Credits (IWG)

The IWG was originally founded in 2012 within the bilateral framework of the US-China Strategic and
Economic Dialogue (S&ED) as a commitment to improve transparency and understanding of each other’s
export credit programs and practices and work with other major export credit providers to establish
guidelines on export credits that would be consistent with international best practices. The IWG includes both
OECD and non-OECD participants and is led by a steering group consisting of the US, China, Brazil and the EU.
Due to a wide range of both technical practices and philosophies regarding the role of export credits, progress
on negotiating an agreement on export credit guidelines has been slow to date. However, if an agreement
were to be reached in the IWG, that agreement would likely be viewed as a successor to the OECD
Arrangement by the WTO.

IWG meetings generally occur three times a year with a rotating chair among the Steering Committee
Members.

BERNE UNION

Berne Union principles state: “The Berne Union is the leading international organization of public and
private sector providers of export credit and investment insurance. Founded in 1934, it is an international,
non-profit organization dedicated to facilitating worldwide cross-border trade and investments by fostering
international acceptance of sound principles in export credits and investments insurance, and by providing a
forum for professional exchanges among its members.”

Berne Union provides a forum for discussion of best practices and ECA experiences on topics of
claims/recoveries, underwriting techniques, risk mitigation, country policies, repayment experience. In
addition, the Berne Union regularly hosts special dedicated meetings to areas such as energy sector
underwriting, MLT reinsurance, commercial risk rating and pricing, ship financing, and others which provide
technical specialists with unique insights from their global peers. The Berne Union has the potential to be a
major source of data on the activities of all ECAs.

The BU Spring meeting, to occur in Copenhagen on May 15-17, 2017, will be hosted by EKF, the official
export credit agency of Denmark.

G7/12

The annual G7 Heads of ECAs meetings are held to share information and discuss relevant issues facing the
world of export credit. Typically, this is a “principals-only” meeting, and while staffers have occasionally been
able to attend, discussion is reserved to high-level participants. Originally, this group included EDC — Canada,
the French ministry of finance, the Germany ministry of finance, NEXI — Japan, SACE - Italy, UKEF — UK, and
US EXIM. However, over the past decade the size and scope of the world of export credit has changed
dramatically (particularly in the wake of the global financial crisis). As emerging markets have grown to
provide a significant portion of the world’s official export credit, it became more relevant to include these
providers in a meeting of the chief export credit providers. Beginning in 2011, in addition to the original
meeting of the seven “G7", a second annual meeting of the G11 ECA Heads was constituted in the spring of
2011 to include SINOSURE - China, ECGC - India, ABGF — Brazil, and EXIAR — Russia. Last year the G11 was
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expanded further to include KSURE of Korea, thereby becoming the G12 Heads of ECA group. The G7 Heads
of ECAs continue to meet each fall while the G12 Heads of ECAs meet in the spring. The meetings are hosted
on a rotating basis.

The Spring G12 meeting, to occur in late February 2017, will be hosted by Export Credit and Guarantee
Corporation of India Limited (ECGC); and the Fall G7 meeting, to occur in mid- to late-September 2017, will be
hosted by Nippon Export and Investment Insurance (NEXI) of Japan.

KEY ISSUES
e OECD:

o While still crucial to maintaining discipline in use of export credits and to addressing current
issues, the USG should continue its efforts to encourage China to become a member of the
Arrangement.

o Current issues include how to maintain categorical separation of export credits and aid, and
how to maintain progress on the application of environmental standards to Arrangement
activity.

e Berne Union:

o EXIM is working on supporting a data improvement effort given that the BU data currently

suffers from significant integrity/validity issues severely limiting its usefulness.
o (G7/12:

o Recent key issues have included repeated discussions on how to respond to emerging

dominance of non-Arrangement official financing (e.g., China).
o |WG:

o EXIM is pursuing transparency among IWG Members as the primary (and first)

accomplishment of IWG negotiations to date.

ACTION ITEMS

There are no immediate action items.
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EXIM

EXPORT-IMPORT BANK

OF THE UNITED STATES

MEMORANDUM

DATE: November 16, 2016

TO: Incoming EXIM Leadership

FROM: Kenneth Tinsley, SVP, Chief Risk Officer
Madolyn Phillips, Acting Chief Banking Officer

SUBJECT: Risk Appetite at EXIM

BACKGROUND

As the United States’ official Export Credit Agency (ECA), EXIM is mandated to support U.S. jobs
through exports while not competing with the private sector to finance these exports (i.e., EXIM
must assure that there is what we call “additionality” in every transaction it authorizes). EXIM
provides financing for borrowers in markets in which there is little to no liquidity or bank financing
available, or to counter financing offers by non-U.S. exporters that are backed by other ECAs. EXIM
strives to be fully competitive with other ECAs, especially ECAs from the high income countries that
are members of the Organization for Economic Cooperation and Development (OECD), but EXIM's
competitiveness has been affected by a recognized trend toward a more risk-averse credit culture.

EXIM's Risk Appetite Statement provides a high level view of the amount of risk on an enterprise
level EXIM has expressed it is willing to accept. Of late, there is a more risk-averse credit culture at
EXIM. Some of the core causes of this shift are significantly increased scrutiny and criticism of EXIM
during the past eight years, fear of criticism if a borrower defaults, and lack of recognition for the
overwhelmingly reasonable risks taken to support U.S. exporters.

Noteworthy is the unsuccessful attempt in June 2015, just prior to the lapse in authority, to expand
EXIM's cover policy to selectively provide long-term support (up to 10 years) for higher risk markets
and borrowers currently only eligible for medium-term support (up to 5 years). Lack of program
budget (subsidy) has required higher fees and/or more credit enhancements to support historically
higher risk credit programs, i.e., medium-term. Based on a recent comparison study of the risk
appetite of EXIM and selected ECAs, EXIM's somewhat unique use of credit enhancements
represents a slightly more conservative posture than its counterparts. EXIM reauthorization
contains two provisions that relate to credit risk appetite, (1) requirement of finding “reasonable
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assurance of repayment” for all export credit transactions approved, and (2) freezing of the
exposure cap if payment defaults equal 2% or more in a reporting quarter.

EXIM Bank's Default Rate
FY 2006 - FY 2016
2.0% -
1.5%
1.0% -
0.5%
0.0% -

FY FY FY FY FY FY FY FY FY FY FY
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

- Default Rate

EXIM senior management has begun discussions on how to address this issue including ensuring
EXIM's credit risk appetite, as expressed in its “Risk Appetite Statement” approved by the Enterprise
Risk Committee, is more effectively cascaded down to the underwriting units. Also, whereas EXIM
has conducted “lessons learned” analysis on the defaulted credits for the benefit of future
underwriting, it was decided that such analysis also will be done on credits that have been repaid in
a timely fashion.

KEY ISSUES
e EXIM Portfolio Credit Risk Indicators are Mixed: increasing low risk posture, decreasing
moderate/high risk posture.
e Low Risk:

o The most recent calculated default rate for the portfolio as of September 30, 2016, was 26.6
basis points (or 0.266%), well below the 2% provision. For an ECA, which by definition takes
more risk than a private-sector financial institution, EXIM's default rate suggests that the
agency is not taking enough risk in furtherance of its mission.

o The most recent weighted average risk rating of the portfolio as of September 30, 2016, was
4.03, which concords to an investment grade rating, i.e., BBB-

e Moderate/High Risk:

o Historically, EXIM's credit portfolio consisted largely of sovereign and bank exposure; but now
roughly 2/3 of the portfolio consists of riskier private sector, non-bank exposure.

o EXIM's portfolio is concentrated in a number of areas (such as industry, borrow, etc.) with
roughly 48% of exposure relating to large commercial aircraft.
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ACTION ITEMS

Risk Appetite: Examine the extent to which the Bank’s credit risk appetite, as reflected in the “Risk
Appetite Statement”, has been cascaded effectively to the business units, particularly given the risk-
averse culture that has recently developed.

Risk Agreement: There should be a broad agreement that as an ECA, EXIM can and should assume
more risk than a private-sector financial institution.

Future Authorizations: EXIM should resist calls to apply portfolio concentration-related limits to
future authorizations. Limits to authorizations would adversely affect the ability of US exporters to
compete on a level playing field with foreign competitors being supported by their export credit
agency. Also, it conflicts with the mandate to support U.S. jobs and authorize US export credit
transactions on the basis of credit and policy compliance.

Streamlining Efforts: EXIM should continue to make advances in streamlining its application,
transaction approval, and legal documentation processes. Users of EXIM programs have cited all of
these processes as having become much more difficult in the past eight years, and view additional
requirements to complete a transaction as part of EXIM's increasing aversion to risk.
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EXIM

EXPORT-IMPORT BANK
OF THE UNITED STATES

MEMORANDUM

DATE: November 16, 2016

TO: Incoming EXIM Leadership

FROM: Kenneth Tinsley, SVP, Chief Risk Officer
SUBJECT: Modification of Transaction Credit Analysis
BACKGROUND

Beginning in 2015, there have been key changes in how EXIM conducts credit analysis that comport
with industry best practice. Historically, credit analysis had been focused primarily on transaction-
related issues. Portfolio considerations had been primarily borrower-focused in situations where
the Bank is considering new exposure with an existing borrower.

Also, with the exception of large aircraft transactions, the credit analysis was focused on
determining the probability of default, or the ability of the borrower to meet its obligations in a
timely manner. The analysis conducted on large aircraft transactions includes not only estimating
probability of default, but also the probability of loss given default which requires, inter alia, an
analysis of risk mitigants and collateral that have value and enhance recovery prospects.

EXIM has already implemented a modification of its transaction credit analysis to include
consideration of portfolio factors in underwriting individual transactions, e.g., industry/sector, major
geographic. Work is ongoing to modify our non-aircraft underwriting analysis to include analysis of
both of probability of default (PD) and loss given default (LGD).

The events triggering these changes were new reforms in EXIM's Reauthorization (consideration of
portfolio factors) and the recommendations of outside consultants in their review of our credit risk
rating models (probability of default analysis and loss given default analysis).
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KEY ISSUES

Consideration of Portfolio-Related Factors:

e CRO Responsibility: Among the duties of the CRO as per the 2015 EXIM Reauthorization is to, inter
alia, ensure portfolio considerations are part of the risk assessment and underwriting of individual
transactions.

e 0IG Recommendation: Among the OIG recommendations related to credit and portfolio risk
management is that EXIM should ensure the risk management function appropriately informs the
credit analysis and origination functions.

e Underwriting Methodology: EXIM has expanded its transactional underwriting methodology to
include consideration of portfolio factors, such as:

o portfolio management representation on transaction origination team
o Board memorandum template changed to include section on portfolio-related factors, e.g.,
sector, major geographic region.

Bifurcation of Credit Analysis Process:

e Default Basis: Credit analysis conducted by origination has largely been done on a probability of
default basis with the exception of large aircraft financing; industry best practice is to also include
analysis of loss given default

e Developing Bifurcated Process: Progress is ongoing in developing a bifurcated risk rating process,
probability of default (PD) and loss given default (LGD), and credit analysis as recommended by an
external consultant, S&P Capital 1Q

Expected Impacts:

e Change Implementation: There will likely be “growing pains” along the way in credit risk analysis at
origination, portfolio management, and decision-making associated with the implementation of
these changes.

e Transparency: Credit analysis should be more informative and provide decision-maker with greater
transparency with regard to risk to EXIM.

e Alignment with Risk Appetite: Improved credit risk transparency through analysis of PD and LGD
should facilitate ability to align credit decision-making with EXIM'’s credit risk appetite as expressed in
its Risk Appetite Statement.

ACTION ITEMS

There are no immediate action items.
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EXIM

EXPORT-IMPORT BANK
OF THE UNITED STATES

MEMORANDUM

DATE: November 16, 2016

TO: Incoming EXIM Leadership

FROM: Kenneth Tinsley, SVP, Chief Risk Officer
SUBJECT: Enterprise Risk Management (ERM)
BACKGROUND

Recent Office of Management and Budget (OMB) guidance calls for the integration of Enterprise
Risk Management (ERM) into existing Government management practices. The importance of
integrating ERM into existing management practices was highlighted in the Obama Administration’s
FY2017 budget. An ERM framework facilitates risk awareness and transparency, improves risk
management strategies, and allows alignment of risks to risk appetite. Each agency should
determine what tools and techniques work best in its unique context as ERM is an iterative process.
A key element of EXIM's current ERM framework is the Enterprise Risk Committee (ERC) whose
membership is comprised of the senior management team and is chaired by the Chief Risk Officer
(CRO). The purpose of the ERC is to review, evaluate, coordinate, and make recommendations to the
President of EXIM and senior management on issues related to enterprise risk.

Key ERM-related actions of the ERC include approval and implementation of the following:
e Risk Appetite Statement
e Risk Nomenclature or taxonomy, primary task owners, and risk registers
e Model governance policy that pertains to all models within EXIM, i.e. credit risk and credit loss factors
e 'Soft’ portfolio limits dashboard to assist in identifying portfolio concentration and managing portfolio

KEY ISSUES

EXIM’s development of its ERM framework, among other things, is being impacted by the following:
e Common Practices: Since being appointed to the position, in addition to recent OMB guidance, EXIM's
CRO has been examining ERM common practices among ECAs, commercial banks and MDBs as well
as reviewing guidance contained in COSO, ISO31000, and GAQ's Green Book.
e OIG Evaluation: In July 2016 OIG completed an evaluation of EXIM's portfolio risk management
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procedures pursuant to which it acknowledged important progress made. The report also contained
8 recommendations, to all of which EXIM agreed.

e 0IG review of CRO Duties: The OIG is in the process of evaluating the implementation of the duties
assigned to the Chief Risk Officer under section 3(1) of the Export-Import Bank Act of 1945, as
amended by section 51005. The reportis expected to be completed in December.

e OMB Circular A — 123: In implementing ERM, OMB Circular A —123 encourages agencies to develop
‘Risk Profiles' which identify risks arising from mission and mission-supported operations, and
consider those risks as part of the annual strategic review process in June 2017.

ACTION ITEMS

While still in an evolving state, based on benchmarking results conducted by the Chief Risk Officer
and in an Office of Inspector General survey that was independently administered by Ernst and
Young, EXIM may be a bit more advanced than many within the USG in its implementation of an
ERM framework. The CRO is conducting due diligence to determine how best to organize his office
in addition to how best to continue our implementation of ERM. Among the more immediate events
likely impactful in that regard are the results of the OIG review of EXIM's implementation of the
duties assigned to the CRO (due in early December) and new guidelines on ERM contained in OMB
A-123 (currently reviewing). It's important to note that implementation of ERM will be an iterative
process pursuant to which we will determine what works best for EXIM. It will take some time to
determine the right fit for EXIM.
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OF THE UNITED STATES

MEMORANDUM

DATE: November 16, 2016

TO: Incoming EXIM Leadership

FROM: Charles J. Hall, EVP, Chief Operating Officer
SUBJECT: Organizational Culture Change at EXIM
BACKGROUND

Over the past eight years, EXIM leadership has engaged in an effort to promote culture change at
EXIM in certain identified areas. This effort is reflected in the goals of the 2013-2017 Strategic Plan
as well as in the supporting annual Operating Priorities, and has been aimed at improving EXIM's
effectiveness in achieving its mission and serving its stakeholders.

KEY ISSUES

Principal areas of focus in promoting culture change have been:

Increasing customer focus: Bank leadership created the position VP Customer Experience in order to
have a champion and focal point for taking a more customer-centric view of EXIM’s activities. A
sustained effort has been placed on seeking customer feedback as well as on measuring EXIM's
performance from the customer perspective, such as in tracking the decision cycle times achieved for
various products.

Prioritizing innovation: Bank leadership also created the position of VP Business Processes to lead
the Total Enterprise Modernization program (TEM) in order to have a champion and focal point for
process innovation at EXIM. Building off of the success of TEM, EXIM created an SVP to lead a new
Office of Innovation and Performance in order to create a lasting drive for innovation and
development.

Valuing inter-divisional collaboration: Bank leadership in late 2013 and early 2014 identified a lack of
inter-divisional collaboration as a priority risk vulnerability in its operations. Employee feedback has
confirmed that collaboration and teamwork has been strong within divisions at EXIM, but has been
weak between divisions. Since that time, an emphasis has been placed on collaboration between
divisions in a variety of circumstances. For example, collaboration in transaction underwriting has
been strengthened with the development of a “deal team” approach to transactions under which all
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relevant divisions (e.g. underwriting, asset management, engineering, legal) are explicitly involved in
the underwriting and deal structuring process. In other circumstances, Bank managers have made a
sustained effort to encourage and require inter-divisional collaboration to improve the quality of

long-term project outcomes.

ACTION ITEMS

There are no immediate action items.
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EXIM

EXPORT-IMPORT BANK

OF THE UNITED STATES

MEMORANDUM

DATE: October 31, 2016

TO: Incoming EXIM Leadership

FROM: Michael T. McCarthy, Acting Inspector General
SUBJECT: Office of Inspector General

BACKGROUND

The Office of Inspector General independent entity in EXIM whose mission is to detect and deter
waste, fraud, abuse, and misconduct in EXIM programs and personnel, and to promote economy
and efficiency in those programs. The OIG was created by statute in 2002 and the first Inspector
General was nominated and confirmed in 2007.

The Office of Inspector General has approximately 30 employees to conduct audits, inspections and
evaluations, and investigations at EXIM. OIG conducts statutorily-required annual audits of EXIM
financial statements, cybersecurity, and improper payments, as well as risk-based audits of EXIM
programs. OIG also includes an inspections and evaluations component, which conducts in-depth
reviews of selected major transactions, as well as policy evaluations. The OIG investigations division
is a federal law enforcement agency comprised of special agents and investigative analysts who
work with the Department of Justice to prosecute fraud committed against EXIM, as well as
investigate allegations of employee misconduct.

KEY ISSUES
Inspector General Independence:

The Inspector General Act of 1978 governs the role of Inspectors General in federal agencies. Under
the terms of the IG Act, IGs are located within the agency but must conduct their audits,
investigations, and evaluations independently from the agency. IGs are non-partisan and are
selected without regard to political affiliation. They have a dual reporting requirement -- to their
agency heads and to Congress. 1Gs are required by the Act to keep both the agency and Congress
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fully and currently informed about problems and deficiencies in their agencies’ programs and
operations, as well as the necessity for and progress of corrective action. IGs should meet regularly
with the heads of each agency to foster effective communications. According the Act, IGs must
have direct and prompt access to the agency head.

The OIG's independence is crucial to its ability to pursue allegations of misconduct, fraud, waste, and
abuse. For example, the agency head may not prevent the IG from initiating, carrying out, or
completing any audit or investigation. The IG Act provides the OIG with general authority to conduct
investigations and issue reports that are, “in the judgment of the Inspector General, necessary or
desirable.” To maintain independence from the agency, the OIG receives a direct appropriation
separately from EXIM, and the IG has budget and personnel authority for the OIG.

Cooperation with the OIG:

Under the IG Act, IGs are given broad statutory authorities, including access to all agency records
and information. 1Gs also have the authority to subpoena relevant documents and information from
non-federal organizations and individuals.

EXIM has a generally positive record of cooperation with the OIG. In 2014, the Chairman issued a
policy on cooperation with the OIG requiring all employees to cooperate with OIG inquiries and
provide access to all records requested by the OIG. Although OIG has sometimes encountered
delays in receiving information requested, EXIM has not denied access to records. Other federal
departments and agencies have refused to provide IGs with records in contravention of the IG Act,
which has prompted Congress to reiterate in statements and appropriations bills that the law
requires OIGs to have unfettered access to all records of the agency.

Inspector General Vacancy:

The Inspector General at EXIM is appointed by the President and confirmed by the Senate. The
position has been vacant since the resignation of the last Senate-confirmed IG in June 2014. The
Deputy Inspector General, a career employee, has been serving as Acting IG since that time. In July
2016, President Obama nominated Kim J. Walker to serve as Inspector General. The Senate has not
taken action on this nomination. If Mr. Walker is confirmed, he may remain in place through the
transition. Reflecting their independent non-partisan role, unlike other political appointees 1Gs
typically remain in office when Administrations change. This general practice has been followed
since the IG Act of 1978 was enacted. If Mr. Walker has not been confirmed, EXIM leadership should
work with the White House and Senate to nominate and confirm an Inspector General.
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ACTION ITEMS

e Schedule regular meetings between the OIG and EXIM leadership.

e If a permanent Inspector General is not confirmed before the current Congress adjourns,
work with the White House and Senate to nominate and confirm an Inspector General.
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EXIM

EXPORT-IMPORT BANK

OF THE UNITED STATES

MEMORANDUM

DATE: October 13, 2016

TO: Incoming EXIM Leadership

FROM: Michael T. McCarthy, Acting Inspector General

SUBJECT: Inspector General Assessment of Major Management Challenges
BACKGROUND

The Office of Inspector General is a statutorily-created independent entity in EXIM whose mission is
to detect and deter waste, fraud, abuse, and misconduct in EXIM programs and personnel, and to
promote economy and efficiency in those programs.

The Reports Consolidation Act of 2000 requires an annual summary of what the Inspector General
considers to be the most serious management and performance challenges facing the agency and a
brief assessment of the agency’'s progress in addressing those challenges. Through our audits,
inspections and investigations, we work with Bank management in recommending actions that best
address those challenges. We have identified the following topics as the top management
challenges facing EXIM at the beginning of FY 2017.

KEY ISSUES

Managing Lapses in Exim's Authorization and Board Quorum

In FY 2016, we reported that the top management challenge facing EXIM was managing the lapse in
authorization to incur new obligations, which under the terms of EXIM's charter had expired on June
30, 2015 and had not been renewed by Congress. As a result, at the beginning of FY 2016, EXIM
lacked the authority to enter into new transactions, but continued to fulfill existing commitments
and manage its existing portfolio, which was more than $100 billion at that time. In December
2015, Congress passed a law renewing the authority of EXIM to engage in new transactions and
making reforms to EXIM'’s risk management and governance structure, which was signed by the
President on December 4, 2015. Despite the renewed statutory authority as of December 2015,
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EXIM's ability to execute its mission has been limited by the absence of a quorum on its Board of
Directors since July 2015. At the time of this report, two of the five Presidentially-appointed,
Senate-confirmed director positions are filled, with two additional Presidential appointments
pending before the Senate. Because the charter requires a minimum of three Board members as a
quorum to take action, EXIM cannot currently approve new medium-term and long-term
transactions over $10 million, or approve the appointment of a Chief Risk Officer and Chief Ethics
Officer as required by the reauthorization legislation. The House and Senate Appropriations
Committees have included in the FY 2017 appropriations bills a provision that would waive the
charter's quorum requirement when there are multiple vacancies, so that the directors in place
could execute decisions under the charter. However, this provision has not yet been enacted into
law.

Managing the effects of the lapse in authorization, the lapse in Board quorum, and uncertainty
about the future of EXIM is the top management challenge facing EXIM. Although EXIM continues
to accept applications and conduct underwriting and due diligence activities for larger transactions
in anticipation of eventual restoration of a Board quorum, the uncertainty about if and when EXIM
will be able to give final approval to these applications adds difficulty to EXIM customer relations
and outreach activities. As the lapse in authority to approve larger transactions grows longer, EXIM
becomes less likely to be viewed as a credible and reliable source of funding in the marketplace.
EXIM management must also consider how to deploy employees and other resources efficiently in
light of the uncertainty over when full authority might be restored. While it may be a prudent
management practice to continue preparing transactions so that they are ready for consideration
once Board authority is restored, management should also reconsider whether resources should
continue to be expended on processing applications for larger transactions if the lapse in the Board
quorum persists. Management should consider whether to reallocate employees to functions such
as short-term and working capital programs, or monitoring of operative transactions, which
continue even in the absence of a Board quorum.

The lapses in authority and uncertainty about EXIM's future also add complications to managing
human capital, which we have consistently identified as a major management challenge. EXIM
faces challenges in employee recruitment, retention and morale. EXIM competes not just with the
private sector, but also with multilateral development agencies such as the World Bank and other
federal financial agencies such as the Federal Reserve and the Securities and Exchange Commission,
all of which offer a higher pay scale. During the lapse in authorization, EXIM instituted a hiring
freeze. After the authorization was reinstated, EXIM began recruiting for vacant positions, but
managers report that top candidates have turned down employment offers, citing uncertainty over
the future of EXIM. Although most divisions report low attrition of key personnel over the past 18
months, senior managers are concerned that EXIM will not retain experienced credit underwriting
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personnel with expertise in aircraft finance and structured finance as the lapse in authority to
complete large transactions continues.

Implementing the 2015 Reauthorization Bill

In December 2015, Congress passed and the President signed a bill extending the authorization of
EXIM to September 30, 2019 and making several reforms to the EXIM Charter. Major new
requirements of the 2015 reauthorization law included appointment of a Chief Risk Officer and
establishment of a Risk Management Committee, appointment of a Chief Ethics Officer and
establishment of a new ethics office; an increase in the small business financing target to 25
percent; an increase in loss reserve to be not less than 5 percent of disbursed and outstanding
loans, guarantees, and insurance; and establishment of a pilot program for risk sharing.

A key mandate from the 2015 reauthorization is improving EXIM's enterprise risk management
structure. The law establishes a Chief Risk Officer, who is directed to oversee all issues relating to
risk within EXIM and report to the President of EXIM. The law also establishes a Risk Management
Committee, comprising the non-management Members of the Board of Directors, with the
president and First Vice President of EXIM serving as ex officio members. The Risk Management
Committee replaces EXIM's Audit Committee and is directed to (i) provide oversight to periodic
stress testing of the entire EXIM portfolio and the monitoring of industry, geographic, and obligor
exposure levels and (ii) to review all required reports on the default rate of EXIM before submission
to Congress. The risk-related reforms in the 2015 reauthorization are consistent with risk
management recommendations from previous OIG reports, which advised EXIM to adopt a variety
of governance reforms to better evaluate risks of the entire EXIM and its portfolio as a whole, in
addition to transaction-level risk analysis. The reforms in the reauthorization are also consistent
with new guidance issued by OMB for all federal agencies on internal controls and enterprise risk
management.

EXIM has begun to implement the requirements of the 2015 reauthorization by identifying the
discrete requirements and forming working groups to implement each one. While some progress
has been made, some of these initiatives are complex and will require sustained management
attention to fully implement. The lapse in Board quorum also prevents EXIM from fully
implementing the initiatives that require Board action, including confirming the appointment of the
Chief Risk Officer and Chief Ethics Officer as required by the new law. EXIM has selected these
officials and they have begun working at their assignments; however, they are not finally installed in
these positions pending a quorum on the Board to approve them. Similarly, EXIM management has
initiated meetings of the Risk Management Committee with the two management directors who are
ex-officio members of the committee, but the committee will not fulfill the governance role that
Congress envisioned until non-management directors have been confirmed by the Senate.
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Management also faces challenges in implementing differing requirements of the 2015
reauthorization law that are not necessarily in harmony. For example, the law places an emphasis
on reducing risk at EXIM, with provisions that reduce the portfolio cap if the default rate exceeds 2
percent. At the same time, the law increases the target for lending to small businesses and
encourages EXIM to expand the medium-term lending program, both of which have historically
been higher risk and have produced higher default rates than other EXIM lines of business.
Implementing all of the requirements of the 2015 reauthorization law will require management to
carefully plan and structure new programs, policies, and procedures, since many of the new
requirements have interrelated effects.

Succession Planning and Presidential Transition

As already noted, the EXIM Board of Directors currently has three of five seats vacant. The terms of
the two seats that are currently filled expire on January 20, 2017. The Presidentially-appointed,
Senate-confirmed position of Inspector General has been vacant since June 2014. The senior
management position of Chief Banking Officer has been vacant since April 2016 and leadership does
not plan to fill the position before the next President takes office. The senior career positions of
Chief Acquisition Officer and Chief Human Capital Officer have been vacant since July 2015 and
December 2015, respectively. EXIM managers have expressed concern that several key senior
officials with extensive institutional memory are eligible to retire.

Although turnover in top positions is typical of any Presidential transition, the Presidential transition
occurring at a time when there are multiple vacancies in key positions and great uncertainty about
the future of EXIM exacerbates the risks of the transition. To ensure effective internal controls and
risk management, EXIM leadership should ensure that well-trained individuals are prepared to
perform the duties of positions that may be vacant during the transition. Also, EXIM leadership
should make sure that the transition team is fully aware that key EXIM positions need to be filled
promptly, and continued vacancies in top leadership positions imperil the mission of EXIM and
increase risks of ineffective governance. EXIM leadership should also take action to fill senior career
positions that have been vacant for extended lengths of time.

Administrative Functions

EXIM's core banking functions are supported by an administrative infrastructure which presents its
own management challenges. As discussed above, the positions of Chief Acquisition Officer and
Chief Human Capital Officer have been vacant for an extended time. OIG audit and investigative
reports have found serious problems in the operations of the contracting and human resources
functions. A recent audit found EXIM did not have adequate internal controls to ensure EXIM's
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contracting processes complied with federal contracting regulations. Specifically, EXIM lacked a
comprehensive set of written policies and procedures; many bank employees did not understand
the roles and responsibilities of contracting officers; Contracting Officer Representatives were not
properly certified; the contract characteristics or thresholds requiring the involvement of the Office
of General Counsel were not identified; and contract data was not readily available. As a result, the
audit found improper, duplicate and untimely payments; unauthorized commitments; and
incomplete contract files. OIG completed several investigations in response to complaints received
regarding hostile work environment and prohibited personnel practices. Although these cases
generally did not find violations of law or regulation, the investigations revealed significant
employee morale issues and a poor management climate, along with significant personnel turnover,
within the HR function. These findings were referred back to EXIM management for appropriate
action, and senior HR managers have left EXIM. In addition, several different EXIM executives and
division heads independently discussed their dissatisfaction with the support provided to their
functional areas by the contracting and HR offices. EXIM leadership should focus on im