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SUBJECT: Economic Restructuring and Financial Sector Reform Project (110-0009):
Amendment No. 4 - USAID Ukraine Export Credit Insurance Program

ISSUE: We require your approval on the following actions:

1) to authorize an amendment to project 110-0009 to finance a program of short-term
export credit insurance for agricultural-related inputs to Ukraine. The new life of
project (LOP) total will be increased by $30 million, with the new LOP funding
totalling $160 million. All other budget items covered under Amendment No. 3,
totalling $130 million, remain the same. The Project Assistance Completion Date
(PACD) will be extended through September 30, 1998 to allow for the completion of
project activities under the Ukraine Export Credit Insurance Program.

2) to invoke the authority of Section 498B (j) of the Foreign Assistance Act of 1961,
as amended, (the FAA) to enable the Export-Import Bank of the United States
(EXIM) to apply its own statutes, regulations, policies, and procedures in carrying out
this program on behalf of USAID notwithstanding any statutes and regulations
applicable to USAID which are inconsistent with or contrary to EXIM statutes,
regulations, policies, and procedures.

BACKGROUND and DISCUSSION: The purpose of the Economic Restructuring and
Financial Sector Reform Project 110-0009, under which the Ukraine Export Credit Insurance
Program will be funded, is to support the transformation of New Independent States’
command economies into market-based economies. The purpose of the $30 million dollar
Export Credit Insurance Program is to leverage over $130 million in export financing to
guarantee exports of US agricultural inputs (seeds, fertilizer, herbicides, pesticides, and
agricultural equipment) to Ukraine. The US Government and US agribusiness suppliers will
develop a public-private partnership to foster economic growth both in the US and Ukraine.
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This increase in LOP funding does not change the project focus of the project’s major
components: fiscal sector, financial sector, and market environment. It simply includes
anticipated project costs for the Ukraine Export Credit Insurance Program.

The Economic Restructuring and Financial Sector Reform Project 110-0009, under which the
Ukraine Export Credit Insurance Program will operate, was authorized on June 1, 1992 at
$18 million. It was amended on March 19, 1993, raising the LOP funding to $77 million
and to expand activities in fiscal reform, adding a new component in the market
environment. It was amended again on June 2, 1993 and LOP funding was increased to
$130 million. On January 6, 1994, the project authorization was amended for a third time.
This amendment extended the PACD from June 1, 1996 to June 1, 1997 and added a new
component for investment and trade

It is proposed that the Ukraine Export Credit Insurance Program in the Ukraine, as described
in the attached Program Description, be authorized under the Economic Restructuring and
Financial Sector Reform Project, and that the Economic Restructuring and Financial Sector
Reform Project Authorization be amended to reflect increased LOP funding and extension of
the PACD from June 1, 1997 until September 30, 1998 which will allow for the completion
of this Ukraine Export Credit Insurance Program activity.

Ukraine has an immediate need for agricultural inputs to ensure that this year’s harvests will
be bountiful. President Kuchma has stressed that increased productivity in this year’s harvest
is urgently important for the country’s entire economy. US agricultural firms have a large
number of potential clients in Ukraine, but cannot provide the needed products because
EXIM cannot provide its programs to a country with Ukraine’s current credit rating. A
.formal review has begun to upgrade Ukraine’s credit rating, but will not be finished soon
enough to affect this year’s crops. Ukraine also requires substantial balance of payments
support which only US leadership can ensure.

Because of the urgent nature of Ukraine’s agricultural needs and the lack of regular EXIM
programs, this interim facility provides the best opportumty to get needed agncultural inputs
to Ukraine in time to make an impact on this year’s harvest. :

NOTWITHSTANDING: Because of the urgent and immediate need to establish the Ukraine
- Export Credit Insurance Program, as well as the program’s essentially commercial nature,

we are requesting that you invoke "notwithstanding” authority under Section 498B (j) of the
Foreign Assistance Act of 1961, as amended, to waive and suspend all statutes and applicable
regulations, under USAID programs, including USAID’s Environmental Procedures (22
CFR 216). Instead, the EXIM will execute and enforce its own environmental regulations to
- implement the Ukraine Export Credit Insurance Program.

ENVIRONMENTAL CONSIDERATIONS: However, in recognition of the environmental
- significance of some of the hkely export commodities, such as fertilizers and pesticides,
"USAID will undertake a series of parallel efforts to assist private agribusinesses and
government agencies in the Ukraine to properly manage and control the transport, storage,
and use of agricultural chemicals. These efforts will include: (1) collection of product and



related information from exporters (by use of an environmental questionnaire to be included
in EXIM’s application package); (2) the immediate commissioning of an environmental
review of pesticide use and regulation issues in the Ukraine; and (3) development of both
short-term and long-term program activities, to be carried out by USAID based on the
findings of that review. These future program activities will be designed to foster sustainable
agricultural chemical use practices which achieve improved agricultural performance
consistent with human health and environmental quality improvement objectives.

IMPLEMENTATION ARRANGEMENTS: Using authorities within the fiscal year 1995
Appropnanons Act, the FREEDOM Support Act, and the FAA, USAID will fund export
credit insurance to support US agricultural exports to Ukraine. USAID will work with
EXIM to issue the insurance and require the Government of Ukraine to provide a sovereign
guarantee on all transactions for which it will provide insurance. To cover the US risk,
USAID will pay into the Treasury Department’s federal financing account an appropriate
subsidy, up to a total of $30 million in USAID funds. In case of default, the federal
financing account will pay claims by US exporters.

To manage the financial transactions operating under this program, the Office of
Management and Budget will establish program and financing accounts with Treasury. ENI
will then request a reapportionment from the existing NIS account to the new Treasury
program account. ENI/PCS/B will forward, through Management Bureau’s Budget Office to
OMB, the request for reapportionment from the NIS account to the program account. This
involves requesting a decrease in the NIS account and an increase in the Treasury program
account. The two requests will be prepared simultaneously. Once funds are reapportioned,
the program account must be tracked by two different categories: (1) subsidies and (2)
administrative costs for the program. The financing account will be established
simultaneously with the program account. The purpose of the financing account is to pay
claims arising from defaults.

As guarantee commitments for specific export transactions are cleared and signed in
USAID’s Financial Management Office/Loan Management Division (FM/LMD), a
simultaneous reservation and obligation is recognized. A liability is assumed at that point
and funds are obligated in the program account. Perfection of the contract is assumed by
receipt of the insurance premium from the exporter. This triggers the outlay of the subsidy
obligation from the program to the financing account. Also deposited into the financing
account are premiums paid by exporters. Reservations and obligations for the administrative
costs will be recorded in the program account including program oversight, contracts for
audits, and other miscellaneous documents such as travel authorizations, as necessary
Payments for these expenses are made directly from the program account.

Payments will be triggered through EXIM provisions of notification to USAID/FM/LMD of
a default by the importer. FM/LMD will arrange for payment through Financial
Management/Cash Management and Payments Office (FM/CMP). Simultaneously,
notification of the payment for default will be made by EXIM to the Government of Ukraine
at the time the claim is forwarded to USAID by EXIM. Follow-up to ensure reimbursement
by the Government of Ukraine will be the responsibility of FM/LMD.



Several concerns were raised and addressed on this program. First, it was claimed that the
IMF does not count short-term export financing balance of payments support. This claim is
wrong and we have confirmed our contribution with the IMF. Second, concerns were raised
over Ukraine’s repayment ability within the original 360 day repayment terms and the ability
to affect this year’s planting season. This has been met by extending the repayment period to
540 days, which also allows for sales of agricultural inputs for next year’s planting season.
Third, because of extraordinary requirements of time, the program ’s importance and
uniqueness, the desire to make the program mirror normal EXIM insurance programs as
closely as possible, and after consultations with the Management Bureau, it was
recommended to invoke "notwithstanding" authority and specify that USAID would substitute
EXIM’s regulations in favor of USAID’s. EXIM’s regulations are considered more
appropriate for the commercial nature of this program.

It is anticipated that USAID/Kiev will rely on support from the Office of the General
Counsel and ENI/ED concerning the review and approval of conditions, covenants, and other
project implementation matters which may require legal or technical revxews not otherwise
available to the USAID Mission.

CONGRESSIONAL NOTIFICATION: The Congressional Notification (CN) was sent to
- Congress on March 17, 1995. This program has been thoroughly vetted with Congress.
Two Congressional holds placed by the Senate and House Appropriations Committees have
been lifted. Particular Congressional concern stemmed from repeated calls by the
Government of Ukraine and the Ukrainian-American community for the immediate opening
of the EXIM in Ukraine for medium and long-term credits. The US Government explained
that this is not possible under current law and credit risk review, but the proposed program
will help build the positive credit history Ukraine needs for its credit rating to improve
enough so that EXIM can re-open short-term financing. With good repayment, the terms

could ultimately open to medium and long-term. The extension of this program from 360 to
540 days also addresses this concern.

AVAILABILITY OF FUNDS: A total of $30 million is to be made available for this
Ukraine Trade Credit Insurance Program and will be obligated within the newly authorized
PACD of September 30, 1998.

RECOMMENDATION: Based on the foregoing, we recommend that by signing below,
you: _

1) approve the short-term single-buyer trade credit insurance program proposed for
the Ukraine with an estimated LOP Funding of $30 million to establish the Trade
Credit Insurance Program as described in the Program Description;

2) amend the Economic Restructuring and Financial Sector Reform Project (110-0009)
by increasing LOP Funding by $30 million and extending the PACD from June 1,
1997 until September 30, 1998 whlch will allow for the completion of this project
activity;



3) invoke the authority of Section 498B (j) of the FAA, to enable EXIM to apply its
own statutes, regulations, policies, and procedures in carrying ‘out this program on
behalf of USAID notwithstanding any statutes and regulations applicable to USAID
which are inconsistent with or contrary to EXIM statutes, regulations, policies, and

procedures.

- ATTACHMENTS:

Attachment A:
Attachment B:
Attachment C:

Attachment D:

soproved: (beooncusl

Disapproved:

Date; W (2, 1995

v

Program Description

Project Authorization Amendment No. 4

Guarantee Providing a Government of Ukraine Sovereign
Guarantee

Action Memorandum for Administrator Atwood
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Economic Restructuring and Financial Sector Reform Project (110-0009)

Action Memo and Authorization Amendment No. 4
for Ukraine Export Credit Insurance Program

~ Clearances:

ENUPER, LMailloux __ A Date __4
ENI/ED, RJohnson ﬁ %’“ Date
ENIVEEUD, NTumavi K Date
ENI/PD, PThorn _¢ Date
ENI/PCS, PMatheson Date
ENI/NCA, BKline Date
ENI/FA, PCallen Date

¥
 GC/ENI, TGeiger D:b%{al.?@_ Date

ENI/PCS/B, SHudec Date

u:actn.mmo drafted by MWalker 4/5/95
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DEVELOPMENT
UKRAINE EXPORT CREDIT INSURANCE PROGRAM
PROGRAM DESCRIPTION
12 APRIL 1995
PROGRAM:

USAID, in a unique cooperation with the U.S. Eximbank (Eximbank), will establish a
program for Ukraine to provide U.S. exporters with trade credit insurance of up to $130
million to finance exports of U.S. agricultural supplies and inputs.

BACKGROUND:

Spring has arrived early in Ukraine, and Ukrainian farmers have a critical and urgent
need for agricultural inputs for the 1995 planting and growing season -- fertilizers,
pesticides, herbicides, seeds, and equipment. In recent years production has fallen.sharply
due in part to shortages of these products. These agricultural inputs will increase '
productivity and yields which will in turn increase agricultural exports, such as sunflower
seed and oil, and thus generate additional foreign exchange earnings during the coming year.
Ukraine has a credit rating on the USG ICRAS rating system which does not permit
Eximbank to provide financing on transactions. U.S. suppliers, which are very interested in
the Ukrainian market and have been recently involved in that market, cannot supply any of
the inputs because of the lack of credit. .

Ukraine, which was slow to adopt macro-economic reforms, has recently reached
agreement with the IMF on a stand-by arrangement. A consultative group meeting with
major donor countries was held on 21 March 1995 to close Ukraine’s balance of payments

- gap. Increasing foreign exchange earnings and thus helping reduce Ukraine’s balance of
payments deficit will be critical to success of the reform program. Exports of Ukrainian
agricultural commodities have significant potential for earning foreign exchange.

Last year the Government of Ukraine (GOU) asked for USG assistance in importing
essential inputs for increasing agricultural producuon, but the USG was not able to respond,
and Ukrainian agncultural production fell again for the third consecutive season. Again this
year the GOU is requesting USG assistance for these critical imports. Given current budget
constraints the USG does not have sufficient assistance funding to provide a commodity
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import program in the range of $100 to $132 million for the necessary agricultural inputs
without gutting ongoing essential technical assistance programs in privatization, economic
structural reform, the West NIS Enterprise Fund, social safety net, and democracy. The
GOU has expressly requested that the USG provide some form of trade credit assistance to
permit the immediate import into Ukraine of U.S. agricultural inputs. The export of U.S.
agricultural inputs to Ukraine directly enhances U.S. economic interests by creating U.S.
jobs and expanding international trade contacts in the NIS.

In response to Ukraine’s need for short-term credit, State formed a working group
with representatives from Treasury, OMB, Eximbank, and USAID to consider options. The
most promising initial proposal was to transfer NIS funds to Eximbank for a collateral fund
which would reduce the risk of insuring credits to Ukraine. However, given Eximbank’s
statutory requirement for "reasonable assurance of repayment,” the collateral fund would
have had to equal the amount of trade credit extended. In addition, OMB advised that sucha
collateral fund would not reduce the amount of the "subsidy cost” (slightly more than 22%
for sovereign guaranty credits to Ukraine) necessary under federal credit reform legislation.
In sum, this option would have required deposit of NIS funds equal to each credit extended
plus payment of the 22% subsidy cost and was thus too costly. For these reasons this option
was not feasible and rejected in favor of the present option in which USAID directly insures
U.S. exports with leveraged funds while contracting Eximbank to administer the insurance

policy.

DISCUSSION:

Proposed Exports: As noted above, the proposed Ukraine Export Credit Insurance
Program will provide coverage of up to $130 million for U.S. exporters of agricultural inputs
to Ukraine. The GOU has provided an illustrative list of inputs needed for the 1995 crop
year. The list totalling approximately $40 million contains seeds as well as herbicides and
pesticides, such as Titus, Grandstar, Harmony, Stomp, Dursban 4, Nurelle D, Rubigan
12EC, Treflan 2EC, Zelleck Super Starane, Lontrel 300, and DMAG6 (and possibly Harness),
which have been effectively used before in Ukraine. In addition, the GOU proposes
approximately $35 million in phosphoric acid to manufacture in Ukraine liquid fertilizer
which has been used for many years, and around $25 million for ingredients to manufacture
herbicides. A state-owned enterprise will produce and distribute the liquid fertilizer using
the phosphoric acid made available under this program. The GOU has not requested other
~ specific items. ' a

U.S. exporters have expressed a willingness to provide additional "uncovered" credit
at their own risk if USAID undertakes this program. If this occurred, it would increase the
amount of agricultural inputs made available under this program. A list of some U.S. firms
which have expressed interest and potential products is attached.



Ukrainian Partners ‘ Commodities n

Company Total Export Value
(Estimated Figures) (Private/State)
American Cyanamid Public/Private Stomp--Crop Protection
Princeton, NJ
Cargill -- Minneapolis, MN Public/Private Sunflower seed, Corn seed, |
Planters, Sprayers
DeKalb -- DeKalb, IL Public/Private Corn seed
DowElanco--Indianapolis, IN 2,4-D formulated/acid,

Public/Private

Zellel Super, Nurelle D,
Lontrel, Rubigan, Treflan,
Starane, Dursban

DuPont -- Wilmington, DE

8 Private distributor

Grandstar, Titus, Harmony,
Benlate '

Elanco Animal Health Public/Private Medicated feed additives

Indianapolis, IN

FMC -- Philadelphia, PA Public Arrivo crop protection, Food
machinery i

Kiev-Atlantic Private Fuel, Fuel product, |

Minneapolis, MN

Combines, Planters,

Sprayers, York Grain Bins,
Grain Handling Equipment,
Crop Protection Chemicals




Monsanto -- St Louis, MO Public/Private Kinze Planters, Great Plains
' Seed Drill, Brandt Sprayers,
Cargill Sunflower, Dialen,
Roundup
Pig Improvement Breeding Pigs
Corporation v
Pioneer -- Des Moines, IA Private Corn Seed

“ TOTAL

15 April 1995 Contract Completion (Estimated)

I——




Time is of the essence. The early arrival of moderate temperatures has accelerated
spring planting which is now occurring. To maximize the beneficial impact of the inputs to
be imported, Ukrainians need to. receive them as soon as possible. Every day lost will
diminish the potential benefits of the program.

_ In discussions with Ukrainian officials and policy makers, U.S. representatives have
emphasized the importance of permitting and encouraging private Ukrainian importers and
distributors to participate fully in the program. Though there are only a few such firms
today, this participation will strengthen ties between U.S. suppliers and local private
entrepreneurs thereby building a base for future business. GOU representatives agree in
principle on permitting private firms to participate but want to meet the needs of state
importers as well.

The proposed program will be a first in Ukraine in that the GOU has not previously
provided a sovereign guaranty for private importers of agricultural inputs. Thus, it will seta
precedent for Eximbank programs which will begin once Ukraine’s credit rating improves.
Ukraine is now breaking up and privatizing the state distribution system for agricultural
inputs. For example, the GOU is dividing UKRAGROCHEM, the state distributor of

- agricultural chemicals, into twenty five separate firms. Some of them will be clients of U.S.
exporters under this program. Many have already begun acting independently. This
program will enhance their capability to do so through commercial ties with U.S. suppliers.

At present, the GOU owns most farms which will receive and use the inputs financed
under the proposed program. To increase agricultural production in Ukraine during the
upcoming season, there is no alternative to working with state-owned farms. '

Proposed Agreement: A written guaranty has been proposed which eliminates the
necessity for negotiating a full Framework Agreement (customarily used by Eximbank where
it opens for long-term business) with the Ukrainians. The proposed guaranty follows
Eximbank’s interim sovereign guaranty format and requires only the signature of the
guaranteeing government to enter into force. This written guarantee states that the signing
government will provide a sovereign guaranty and be directly responsible for reimbursing the
USG in case of a default. It is expected that this guaranty, because of its simplicity, will be
acceptable to the GOU.

Before this simpler guaranty was proposed, USAID attempted to reach agreement
with the GOU on a more comprehensive agreement. That framework agreement would have
been essentially the same as the expired Framework Agreement between Eximbank and the
GOU dated May 4, 1992 (Eximbank Framework Agreement), except that USAID, not
Eximbank, would issue trade credit insurance policies for approved transactions and the
agreement would allow for risk-sharing splits between USAID and U.S. exporters. In 1992,
Ukrainian officials negotiated and accepted the terms and conditions of the Eximbank
Framework Agreement and carried out transactions pursuant to it and thus were familiar with
its obligations. It seemed like the appropriate vehicle for the USAID program. However,
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several issues arose which made it extremely difficult to negotiate a final agreement in a
timely manner and has brought USAID to the present interim agreement.

First, there was no agreement on the Ukrainian side as to which GOU entity -- the
Ukraine Eximbank, the Hard Currency Council, the Ministry of Finance, or some
combination - would sign the agreement, implement the program, and issue sovereign
guarantees. Second, the GOU needed further clarification of the meaning of the sentence
whereby the GOU waives its right to "diligence, presentment, demand, protest or notice of
any kind." Clarification was provided but the Ukrainians refused to accept this crucial
element which refers to normal commercial law practices, Third, the GOU initially
suggested making both versions equally valid in Ukrainian and English. This approach -
would have greatly delayed signing because of translation and certification requirements.
The Eximbank Framework Agreement was prepared and signed only in English. However,
the GOU recently agreed to accept the English version as the control for the agreement.
Given these issues, USAID opted to offer the GOU the simpler guaranty format.

Under the present proposal, the GOU will provide a sovereign guaranty for each
Ukrainian importer participating in the program. Both the GOU and USAID must approve
each transaction, and either party may veto or disapprove a proposed transaction. The
sovereign guaranty means that if and when a Ukrainian importer defaults on a covered credit
and USAID (through the U.S. Treasury Department’s federal financing account) pays the
U.S. supplier or its bank, then USAID on behalf of the USG will have a claim under the
sovereign guaranty against the GOU to recover the payments made. There were no defaults
under earlier Eximbank programs.

At the time USAID issues each trade credit insurance policy, it will make the
corresponding payment for the "subsidy cost” to the federal financing account as required
under federal credit reform legislation. Under Ukraine’s current credit rating and with a
GOU sovereign guaranty, the subsidy cost will be around 22% of the amount guaranteed.
The obligation of NIS funds under this program occurs at the time of each subsidy cost
payment, not at the time of signing the proposed USAID agreement. Once USAID pays
funds into the financing account, they cannot be returned to USAID regardless of whether the
credit is repaid by the Ukrainian importer. At the end of the program, any NIS funding not
paid into the financing account remains available for obligation and reprogramming.

The proposed GOU guaranty does not state the total value of insured credits or
commit the USG to insuring a specific amount of trade credits. The guaranty thus offers
USG policymakers a flexible tool which is adaptable to circumstances.

Subsidy and Inter-agency Finance Mechanism: - Prior to the request for

reapportionment from the NIS account to the Treasury program account, OMB will establish
the program and financing accounts with Treasury.
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ENI/PCS/B will forward through M/B to OMB the request for reapportionment from
the NIS account to the program account. This involves requesting a decrease in the NIS
account and an increase in the Treasury program account. The two requests will be prepared
simultaneously.

Once reapportioned, the program account must be tracked by two different categories:
(1) subsidies and (2) administrative costs for the program. (2) Includes not only
EXIMBANK reimbursements, but any incremental AID costs, such as funds required for
audit and incremental AID program funded staff time arising as a result of the program.
Payments for administrative costs are paid directly out of the program account.

The financing account will be established simultaneously with the program account.
The purpose of this account is to pay claims arising from defaults.

Funds Reservation and Obligation: As letters of commitment for specific export
transactions are cleared and signed in FM/LMD, a simultaneous reservation and obligation is
recognized. A liability is assumed at that point and funds are obligated in program account.
Perfection of the contract is assumed by receipt of the insurance premium from the exporter.
This triggers outlay of the subsidy obligation from the program to the financing account.
Also deposited into the financing account are premiums paid by exporters. Premium
" payments will be sent to the AID cashier along with a copy of the billing so that the funds
can be credited to the financing account, .

Reservations and obligations for the administrative costs will be recorded in the
program account based upon the IAA, as well as contracts for audits and other miscellaneous
documents such as travel authorizations, as necessary. Payments for these expenses are
made directly from the program account. 4

Payments for Defaults and Recoveries: Payments will be triggered through the
notification of a default by the importer. FM/LMD will arrange for payment through
FM/CMP. Simultaneously, notification of the payment for default will be sent by FM/LMD
to USAID/Ukraine. Recovery of the amount paid will then be pursued by USAID/Ukraine
based on the LMD notification. Amounts recovered will be deposited by USAID/Ukraine to
the financing account. A notification of the deposit will be forwarded to FM/LMD by the
USAID/Ukraine Controller.

. Proposed Application Mechanism: Companies wishing to apply for USAID’s
Ukraine Export Credit Insurance Program must meet the following initial eligibility criteria:

® Products must be agricultural-related goods and services, including but not
limited to such items as, seeds, fertilizers and inputs for fertilizers, herbicides
and pesticides and related inputs, equipment and spare parts, and other
processing or distibution-related equipment and goods.



The insured portions of the transactions must involve the sale of 100% U.S.
goods and services.

This program stipulates that there be risk sharing on the exporter’s part equal
to at least 50% of the total contract value. USAID insurance will cover the
other 50%. The exporter is free to make any arrangements with the Ukrainian
importer for payment of the uninsured amount, including advance payments,
separate security, shorter payment terms, etc.

All products must be arrive on Ukrainian soil by 15 December 1995.

Single or multiple shipments must be made under a sales contract calling for
payment terms of not greater than 540 days.

The following products are ineligible for USAID Insurance: Products which
are less than 50% U.S. content, any products used to conduct or service '
abortions, defense products, and products which do not meet U.S. Ex-Im Bank
environmental regulations or other regulations or policies, except as otherwise
agreed between USAID and U.S. Eximbank. (Annex A of the USAID
application lists specific commodities not eligible for the insurance).

USAID and the Government of Ukraine are negotiating a written guaranty
under which the Government of Ukraine will provide its sovereign guaranty
for this program.

chripﬁon of the Application Process: Eligible U.S. exporters should file
applications for USAID’s Ukraine Export Credit Insurance Program with the U.S.
Eximbank. The application materials will include the following:

USAID’s Ukraine Export Credit Insurance Program Application Form. This
application will contain supporting information, including credit reports and
current financial statements on the exporter as well as disclosure certificates
and Anti-Lobbying and Munitions Control forms and an environmental

questionnaire. (Two Copies, in English)

Note: Ukraine Ex-Im Bank Insurance Application materials will need to be
completed by the Ukrainian buyer to meet Ukrainian requirements. U.S.
suppliers should advise Ukrainian importers of this requirement and seek to
accelerate this process. (Two Copies; one English, one Ukrainian).



The review proéess for an application will be as follows:

USAID and U.S. Eximbank will make an initial determination of whether the
application meets the above eligibility criteria.

If it meets the criteria, pertinent details of the proposed transaction will be
forwarded to the Ukraine Eximbank and Ukraine Ministry of Economy for
approval by the Government of Ukraine.

Upon approval by the Govemnment of Ukraine, U.S. Eximbank, upon specific
concurrence from USAID and as USAID’s agent, will issue a binding
commitment on the transaction valid for up to 90 days.

Upon payment of a non-refundable premium by the exporter to USAID, U.S.
Eximbank, as agent for USAID, will issue an insurance policy on the
transaction. Premium payment must be made prior to the expiry date of the
commitment. Once issued, the policy is non-cancellable by USAID.

Reports of overdues, if any, on insured obligations must be submitted to U.S.
Eximbank which will notify USAID. :

Formal notification of a claim must be submitted to U.S. Eximbank. U.S.
Eximbank will process the claim and determine if the insured complied with
the terms and conditions of the policy. After it completes the review, U.S.
Eximbank will make a recommendation to USAID as to whether the insured
complied with the terms and conditions of the policy. If USAID approves the
claim, the claim will be paid out of the Treasury Department’s federal

financing account.

The Government of Ukraine, as ultimate guarantor under the written guaranty,

will reimburse the U.S. Government the amount issued in payment on a claim.

Financing and Insurance Coverage: Under USAID’s Ukraine Export Credit
Insurance Program, the insurance coverage would be substantially similiar to that offered
under U.S. Eximbank’s Short-Term Smgle-Buyer Export Credit Insurance Policy, save for

the following:

Required Payment Structure for USAID Insured Transactions--

An irrevocable letter of credit opened by the Ukraine Export-Import

Bank which provides for payment against 50% of invoice amount(s) on terms
‘up to 540 days. Multiple shipments, if needed, are permissible if stipulated as
acceptable in the letter of credit.
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Additional Paramaters--

Shipment Volume Limit equal to value of total contract.

Claim Payment Limit set at an amount equal to 50% of Shipment
Volume Limit (contract price).

USAID insurance premium is set at $5.70 per $100 of Claim Payment
Limit.

Stipulation that irrevocable letter of credit pay 50% of value of
invoice(s) provided. All other normal requisite documents evidencing
shipment such as bills of lading, etc. would also be required to effect
payment under the letter of credit. '

Percentage of cover set equal to 100% of the 50% (Claim Payment ‘
Limit).

No provision for sharing of recoveries after payment of claim. Each
party, USAID and the insured exporter, pursues recoveries
independently.

Since the Ukraine Ex-Im Bank will examine the relevant required documents under
the letter of credit related to the inusured transaction, it will have documentary evidence as to
the products being supported and the amounts involved. The full faith and credit of the
Government of Ukraine will be conveyed to USAID pursuant to a separate underlying
bilateral agreement.

Indicators: Indicators for USAID’s Ukraine Export Credit Insurance Program should

demonstrate the following impact on Ukraine’s agricultural sector and U.S. agricultural

exports.

The agricultural value-added which this program generates in Ukraine is equal
to at least twice the value of the agricultural commodity mputs insured and
imported into Ukraine. For example, with $130 million in agncultural inputs,
the value-added should be at least $260 million.

The value of agncultural production in Ukraine increases by 3% (based on
Ukraine National Account Statistics) during the 1995 harvest.

The volume and total dollar value of Ukrainian agﬁcultural exports are shown
to increase from 1994 base year figures by at least 1% in calendar years 1995
and 1996.
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o The program generates at least $130 million in exports, directly insured by
USAID, of U.S. agricultural-related inputs to Ukraine during 1995 that
otherwise would not have been transacted.

Environmental Impact Requirement: Normally, USAID would require an initial
environmental evaluation to ensure that exported products, such as above mentioned
pesticides and herbicides, will have no adverse environmental impact. Because of
extraordinary requirements of time, the program’s importance and uniqueness, and the desire
to make the program mirror normal Eximbank insurance programs as closely as possible,
USAID has chosen to waive any laws and regulations applicable to USAID which are
inconsistent with or contrary to Eximbank’s statutes, regulations, policies, and procedures,
by invoking "notwithstanding authority." U.S. Eximbank’s regulations were considered
more appropriate for the commercial nature of this program. This decision has been taken
by the ENI Bureau, with concurrence by the Management Bureau and the Administrator of
USAID. In addition, USAID would set up a parallel program to identify potential problems
concerning the use of imported pesticides, assist Ukraine develop its agricultural
environmental control standards, and ensure that products will be handled properly.

The GOU has stated and is prepared to present upon request of the USG its
registration of the proposed pesticides and herbicides that might be financed under this
program. All the above listed pesticides and herbicides are registered for use in Ukraine and
have been extensively used there before (with the exception of Harness which is in the
process of being registered). To approve registration of pesticides and herbicides, Ukrainian
government officials must study potential adverse impact on the environment. The GOU is
willing to make available to USAID environmental experts the registration and supporting
studies for each product. USAID environmental experts will be sent to Ukraine to begin an
initial evaluation of the country’s needs. :

Statutory Authority and Delegation of Authority: Under Section 560(a) (3) of the
Foreign Operations, Export Financing, and related Programs Appropriations Act FY 1994
(Public Law 103-87), funds for the NIS may be ("should") be allocated for the purpose of
enhancing trade and investment with the NIS, including "costs of loans and loan guarantees."”
Thus FY 1994 NIS funds are available to pay the subsidy costs of guarantees for trade
credits for the NIS. In addition, the legislative history of the Foreign Operations, Export
Financing, and Related Programs Appropriations Act for FY 1995 supports the conclusion
that Congress intended to make available FY 1995 NIS Funds for paying subsidy costs of
guarantees. Both FY 1995 and FY 1994 NIS funds are "no year" funds and thus remain
available in future fiscal years for this purpose.

Section 635(a) of the Foreign Assistance Act of 1961, as amended (FAA), grants
authority to furnish assistance "on such terms, including cash, credit, or other terms of
repayment (including repayment in foreign currencies or by transfer to the USG or
commodities) as may be determined to be best suited to the achievement of the purposes of
the" FAA. Section 498(4) of the FAA authorizes the President to provide assistance to the
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NIS for "creating conditions that promote trade and investnient." . Under these provisions,
the Executive Branch may determine that USAID guarantees of trade credits are the "terms”

for furnishing assistance "best suited" to create “conditions that promote trade" with the NIS.

The Legal Advisor’s Office at State has also reviewed whether there is statutory
authority for the proposed program and concurs that both FY 1994 and FY 1995 NIS funds
may be used for this purpose. OMB has approved going ahead with this program.

Primary responsibility for managing this program would, however, remain, with the
ENI Bureau in Washington. An interagency agreement will be signed between USAID and
Eximbank detailing Eximbank’s contract duties in administering the insurance policies and
providing for payment of Eximbank employees working on this program. The USAID
Mission in Kiev would likely also require either a personal services contractor or U.S. direct
hire officer for four to six weeks to assist the Mission and the GOU in implementing the

program with all possible speed.
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- U.S. AGENCY FOR
INTERNATIONAL
DEVELOPMENT PROJECT AUTHORIZATION AMENDMENT NO. 4
Name of Country: New Independent States of the Former Soviet Union
Name of Project: Economic Restructuring and Financial Sector Reform

Number of Project: 110-0009

The authorization for Economic Restructuring and Financial Sector Reform Project dated
January 6, 1994 is changed to:

(a) increase the LOP funding of the Project by $30 million, increasing the
authorized level under this Project to a total of $160 million.

(b) amend the last sentence of paragraph 1 to read as follows: "The planned
life of project is six years and three months from the date of the original
- authorization."”

With the exception of changes (a) and (b) provided above, the Project Authorization dated
January 11, 1994, continues to remain in full force and effect. :

Carlos Pascual
Deputy Assistant Administrator

Bureau for Europe and the
New Independent States

%.«/ 2, 1575
D
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GUARANTEE

In consideration-of the United States of America, acting by and
through the Agency for International Development ("USAID"),
issuing trade credit insurance, the Government of Ukraine ("GOU")
unconditionally and irrevocably guarantees to USAID the full and
punctual payment in U.S. dollars of any amount due and payable
under any letter of credit or bank guarantee ("Guaranteed
Obligation") designated by the GOU Hard Currency Council by
written notice to USAID in the form of Appendix A hereto. Should
the obligor identified therein (the "Obligor") fail to fulfill
any obligation incurred in connection with the Guaranteed
Obligation, the GOU upon receipt of a written cable or telex
notice from USAID will pay immediately to USAID and any entity
insured or guaranteed by USAID any sums due and payable with
respect thereto. The of the GOU shall
act as agent for the GOU under this Guarantee for purposes of
receiving said notice from USAID and making payment to USAID.

This Guarantee shall be a direct, general and unconditional
obligation of the GOU, shall be legal, valid, binding and
enforceable in accordance with its terms, and no other external
debt of Ukraine shall enjoy and priority over such obligation.
The GOU waives diligence, presentment, demand, protest and any
requirement that USAID or the insured entity exhaust any rights
or take any action against the Obligor and hereby consents to any
extension of time of payment, renewal or rescheduling of the
Guaranteed Obligation. This Guarantee is a continuing guarantee,
which shall apply to all Guaranteed Obligations, is irrevocable
and is a guarantee of payment and not of collection, it being the
intention of the GOU that its liability under this Guarantee
shall not be discharged until the payment in full of the
Guaranteed Obligations. The GOU agrees that USAID is not
required to provide it with notice of any kind, including,
without limitation, notice of defaults by the Obligor, extension
of time or the incurring of additional or increased Guaranteed
Obligations. Prior to first issuance by USAID of credit
insurance, the GOU will furnish to USAID, in form and substance
satisfactory to USAID, a legal opinion that this Guarantee has
been duly authorized and executed on behalf of the GOU and
constitutes a valid and legally binding obligation of the GOU.

This Guarantee is prepared in both English and Ukrainian. In the
event of ambiguity or conflict between the two versions, the
English language version will control.

Executed as of this

day of , 1995,

THE GOVERNMENT OF UKRAINE
acting by and through the Hard Currency Council of the Cabinet of
Ministers

By
Name: Mitiukoff
Title: Chairman, Hard Currency Council




APPENDIX A
DESIGNATION OF GUARANTEED OBLIGATIONS

[(Letterhead of the Hard Currency Council of the Cabinet of
Ministers of the Government of Ukraine]

- [Date]

Agency for International Development
ENI Bureau, Room 6724, NS

320 21st Street, NW

Washington, DC 20523-009

We hereby designate the following [letter of credit/bank
guarantee/draft] pursuant to the Guarantee signed as of

, 1995 by the Government of Ukraine, acting by and through the

Hard Currency Council of the Cabinet of Ministers. The
obllgatlons of the Obligor identified below arising as the result
of or in connection with such [letter of credit/bank of the
guarantee/draft] are guaranteed by the Government of Ukraine,
pursuant and subject to the terms and conditions set forth in the
Guarantee. ([Please provide the following information for each
letter of credit, bank guarantee or draft being guaranteed.)

Type of Guaranteed Obligation: [letter of credit/bank
_ guarantee/draft] '

Name of Obligor: [Issuing bank/guaranteeing bank/drawee)
Beneficiary/guarantee party/drawer:

Amount:

Terms:

confirming bank

negotiating bank

)

) ;

) paying bank

) accepting bank]*

[Name of:

Sincerely,

The Government of Ukraine, acting by and
through the Hard Currency Council of the
Cabinet of Ministers

By
Name _Mitiukoff

Title Chairman, Hard Currencz
Council

*Fill out for letters of credit only.
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ACTION MEMORANDUM FOR THE ADMINISTRATOR
FROM: AA/ENI, Thomas A. Dm%,/

RE: Ukraine Export Credlt Insurance Program

ISSUE: I request that you approve a program of short term credit insurance on agricultural-
related inputs to Ukraine. ' The direct cost of the program is $30 million. This will leverage
between $160-190 million in financing for U.S. exports to Ukraine. With your approval, we
will finalize and authorize this program (see attached) and initiate implementation. -

BACKGROUND and DISCUSSION: Ukraine has an immediate need for agricultural
inputs to ensure successful harvests. U.S. agricultural firms have a large number of potential
Ukrainian clients but require financing to enter the market. Ukraine’s present credit rating
precludes U.S. Eximbank from financing these transactions. Ukraine is nearing passage of a
budget that will permit the IMF to approve a stand-by agreement to support economic .
reform. Also contingent upon this agreement is donor support for assisting Ukraine'@loss™ifs.
balance of payments gap. To enable Ukraine to proceed with its policy reform agenda and
meet its agricultural needs while supporting U.S. exports and expanding commercial ties to
the region, USAID has developed a special Ukraine Export Credit Insurance Program.

USAID is authorized to provide economic assistance related to "loans and loan guarantees”
and create "conditions that promote trade” with the NIS. Under this program, USAID will
fund short term trade credit insurance to support U.S. agricultural exports to Ukraine.
USAID will contract with U.S. Eximbank to issue the insurance and require the Government
of Ukraine to provide a sovereign guarantee on all transactions for which it will provide
insurance. To cover the U.S. risk, USAID will pay into the Treasury Department’s federal
financing account an appropriate subsidy, up to a total of $30 million in USAID funds. This
amount will cover the cost of approximately $130 million in trade credit insurance. More -
over, we will also seek matching private sector funding from suppliers who pamcxpate in this
program. Currently such financing is estimated at $30-60 million.
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The Ukraine Export Credit Insurance Program is the primary component in the recent U.S.
pledge of $250 million at the Ukraine Consultative Group meeting in Paris. Depending on
the actual levels of U.S. private sector financing under the program, the total value of
leveraged exports (all countable as towards that pledge) could be between $160-190 million.
The program will support agricultural inputs for this and next season and provides an interim
financing measure for U.S. exports despite Ukraine’s credit rating. Along with a stand-by
agreement, the program could provide a positive credit history that could be used as part of
an Interagency Country Risk Assessment System ( ICRAS) review to upgrade Ukraine’s

credit rating and re-establish normal U.S. Eximbank short term export credit programs.

This program also leverages far more than the financing provided for agricultural inputs. By
allowing the U.S. to pledge $250 million at the Ukraine CG, the program effectively
leveraged pledges of $300 million from the EU and $200 million from Japan, in effect
doubling previously planned EU and Japanese pledges. Although the EU pledge is
conditional on progress toward closure of Chernobyl, the IMF has counted the EU pledge

" against Ukraine’s balance of payments gap. With Ukraine’s passage of an austerity budget
and the assurance of bilateral funding for Ukraine, the IMF is expected to approve Uknune s
first Stand-By Agreement for comprchenswc economic reform in early April.

Several concerns were raised and addressed on this program. First, it was claimed that the
IMF does not count short term export financing as balance of payments support. This claim
is wrong and we have confirmed our contribution with the IMF. Second, concerns were
raised over Ukraine’s repayment ability within 360 days and the ability to affect this year’s

- planting season. This has been met by extending the repayment period to 540 days, which
also allows sales of agricultural inputs for next year’s planting season. Third, because of
extraordinary requirements of time, the program’s importance and uniqueness, the desire to
make the program mirror normal Eximbank insurance programs as closely as possible, and -
after consultations with the Management Bureau, it was recommended to invoke
"notwithstanding authority” and specify that USAID would substitute U.S. Eximbank’s
regulations in favor of USAID’s. U.S. Eximbank’s regulations were considered more
appropriate for the commercial nature of this program. In addition, USAID would set up a
parallel program to identify potential problems concerning the use of imported pesticides,
assist Ukraine develop its agricultural environmental control standards, and ensure that
products will be handled properly.

This program has been thoroughly vetted with the Congress. Two Congressional holds
placed by the Senate and House Appropriations Committees have been lifted. Particular
Congressional concern stemmed from repeated calls by the GOU and Ukrainian-American
community for the immediate opening of U.S. Eximbank in Ukraine for medium and long-
term credits. The USG has explained that this is not possible under current law and credit
risk review and that the proposed program will help build the positive credit history Ukraine
needs for its credit rating to improve enough that U.S. Eximbank can re-open short term
financing. With good repayment, the terms could ultimately open to medium and long term.
The extension of this program from 360 to 540 days also addressed this concern.
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CONCLUSION: Because of the importance of agriculture to Ukraine's economy and the
urgent nature of Ukraine's agricultural needs, the role of this program in supporting
Ukraine's IMF agreement, and the lack of regular U.S. Eximbank programs, this intenim
facility provides the best opportunity for the U.S. to support Ukraine's economic
transformation. :

RECOMMENDATION: That by signing below, you approve the Ukraine Export Credit
Insurance Program with an estimated Life of Project Funding of $30 million. With your
approval, the ENI Bureau will proceed to finalize the project documentation needed to
implement this activity.




Clearances:

AA/M: LByme é" date
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ENI/NCA: BKline date 74
ENI/NCA: SGrossman _% date o
ENI/GC: TGeiger — 2D date )5~
ENI/PD: PThom <PpT  date /95
DAAID:CLancaster date o
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USAID

!’.’.‘.‘f.‘! Waiver No. _95-0009-02
U.S. AGENCY FOR
INTERNATIONAL i _ JUN 15 1995
DEVELOPMENT _ ACTION MEMORANDUM FOR THE DEPUTY ASSISTANT

ADMINISTRATOR FOR PROGRAM OPERATIONS, ENI

FROM: Richard A. Jcﬁ% ED

Laurier Mailloux, ENVPER A/ /Ao

SUBJECT: USAID Ukraine Export Credit Insurance Program
Economic Restructuring and Financial Sector Reform Project (110-0009)

ISSUE: We require your approval on the following actions:

1) to approve the revised Program Descnptlon of the Ukrame Export Credit
Insurance Program,

2) to approve the attached 632(b) Inter-Agency Agreement that will fund the
administrative costs associated with reviewing and processing the export
applications filed with the Export-Import Bank of the United States

(Eximbank);

3) to Delegate Authority to the Office Director, ENI/ED, to sign letters of
commitment approving specific export transactions; and

4) consistent with the intent of the Action Memorandum dated April 11, 1995,
to conform the language involving notwithstanding to section F.1 of the
Schedule to the proposed USAID/Eximbank Inter-Agency Agreement.

BACKGROUND and DISCUSSION: USAID, in a unique cooperation with Eximbank,
will establish a program for Ukraine to provide U.S. exporters with trade credit insurance of
up to $175 million to finance exports of U.S. agricultural supplies and inputs.

USAID will provide political and commercial risk insurance on 100% of the claim payment
limit value of a transaction which is supported by a sovereign guarantee of the Government
of Ukraine. The claim payment limit is the amount of the transaction’s contract price
(shipment volume limit) which an exporter can claim against the USAID insurance policy in
the case of a default. The insurance will be provided only on U.S. goods and services as
determined by Eximbank’s U.S. content rules. This program will provide insurance only on
agricultural/food systems products sold on a short-term, 540 days or less, payment basis. It
will complement Eximbank’s short-term and medium-term coverage for all other products.
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Once the USAID program ends, Eximbank will 'provide short-term coverage for exports of
agricultural/food systems products to Ukraine.

To provide this insurance, USAID and Eximbank will review applications for environmental
and developmental impact and to ascertain whether any proposed exports are on the
Environmental Protection Agency’s listings of banned or restricted products. The
Government of Ukraine will also review the application and provide a sovereign guarantee.
Once approved and guaranteed, Eximbank, as USAID’s agent, will provide a commitment of
insurance to the exporter who may decide to purchase the insurance policy by paying a non-
refundable premium to USAID. The premium is set on a sliding scale per $100 of clalm
payment limit and based on the repayment terms:

180 days 2.14%
360 days 3.80%
540 days 4.28%

Once the premium has been paid, USAID outlays the subsidy into a financing account which
together with the premium, will cover the cost of possible defaults. The subsidy cost is
determined by the credit rating of the country for which the insurance is issued. With
Ukraine's present credit rating, USAID will pay 8.92% on the claim payment limit of each
transaction and the insurance premium into a federal financing account established for this
program. In the case of a default, funds will be used to repay the U.S. exporter the full
claim payment value of his insured transaction. The Government of Ukraine is then
obligated by the terms of its sovereign- guarantee to reimburse USAID for that same amount.

This program was initially proposed as a public-private partnership in which USAID and
U.S. exporters would each share fifty percent of the risk on a transaction, requiring
insurance on only fifty percent of the transaction’s contract price. However, the mablhty to
quickly come to an agreement on the sovereign guarantee, the eventual upward revision of
Ukraine’s credit rating and restoration of Eximbank short and medium-term coverage, and
the lack of private sector participation as the planting season came to a close, required a
revision in the program’s coverage terms if it was to continue at all. It was decided to
continue the program because it had been the basis of the U.S. pledge in support of Ukraine
at the April Consultative Group meeting. To remain complementary to Eximbank programs,
the. insurance coverage was raised to 100% and the program was designed to follow normal
Eximbank rules and regulations for short-term insurance. (Attachment A)

IMPLEMENTATION ARRANGEMENTS: Using authorities within the fiscal year 1995

Appropriations Act, the FREEDOM Support Act, and the Foreign Assistance Act (FAA) of
" 1961, as amended, USAID will fund export credit insurance to support US agricultural
exports to Ukraine. USAID will work with Eximbank to issue the insurance and has
obtained a Government of Ukraine sovereign guarantee on all transactions for which it will
provide insurance. To cover the US risk, USAID will obligate an appropriate subsidy into a
program account established for this program. Funds for the subsidy or individual
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transactions will be transferred to USAID’s financing account. In case of default, USAID’s
account will pay claims by US exporters.

In a cable sent to USAID/Kiev on May 8, 1995, you approved the Delegation of Authority
for the Mission Director, USAID/Kiev, or the US Ambassador to Ukraine, or both the
authority to negotiate and execute the Framework Agreement with the Government of
Ukraine, providing a sovereign guarantee for the insured transaction. The Framework
Agreement was signed on May 10, 1995 formalizing the Ukrainian sovereign guarantee.
(Attachment B)

It is necessary that a Delegation of Authority also be approved for the ENI/ED Office
Director to sign letters of commitment on behalf of USAID approving specific export
. transactions. (Attachment C)

A written guarantee was originally proposed which would have eliminated the necessity for
negotiating a full Framework Agreement (customarily used by Eximbank where it opens for
long-term business) with the Ukrainians. However, the Government of Ukraine’s refusal to
accept this agreement and the eventual upward revision of the Ukraine’s credit rating to a
level where normal Eximbank programs opened on May 14, 1995, required that a full
Framework Agreement should be negotiated. (Attachment D) The shorter written guarantee

" would have followed Eximbank’s interim sovereign guarantee format and required only the

signature of the guaranteeing government to enter into force. This written guarantee would
have stated that the signing government would provide a sovereign guarantee and be directly
responsible for reimbursing the USG in case of a default. The Framework Agreement allows
for the opening of normal short and medium-term Eximbank programs in Ukraine, except for
short-term exports of agricultural inputs which the USAID-Government of Ukraine program
will finance. Once the USAID program funds are fully obligated, Eximbank will begin
offering short-term insurance on agricultural inputs.

It is anticipated that USAID/Kiev will rely on support from the Office of the General
Counsel, ENI and the ENI Enterprise Development Office concerning the review and
approval of conditions, covenants, and other project implementation matters which may.
require legal or technical reviews not otherwise available to the USAID Mission.

The proposed Inter-Agency Agreement (IAA) with the Eximbank will operate for about 3

years. (Attachment E) USAID is being asked to cover the administrative costs associated

with the processing of export applications and claims for the Trade Credit Insurance

Program. Because of the 540 day repayment terms associated with export credit insurance, it

is necessary that the IAA operate at least 540 days from the date of the last export shipment.

Annexes A and B of this IAA contain the Program Description and Projected Budget,

respectively. This IAA also includes USAID’s standard terms and conditions in the Schedule

Section as well as USAID’s Standard Provisions in Annex C. Eximbank is in the process of
reviewing the final draft for concurrence with the language included in both the Schedule and

the Standard Provisions of the IAA. This will facilitate Eximbank’s approval of these final documents.
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NOTWITHSTANDING: The intent of invoking notwithstanding in Section 498B (j) of the
Foreign Assistance Act of 1961, as amended, in the Action Memorandum dated April 11,
1995 (Attachment F) was to permit Eximbank to operate under its own statutes and
regulations. Consistent with that intent, you are requested to invoke notwithstanding in
accord with the language requested by Eximbank in Section F.1 of the Schedule to the Inter-
Agency Agreement (Attachment E). The effect of invoking notwithstanding as requested by
Eximbank is to waive all statutes and regulations which apply to USAID except the following
provisions which cannot be waived under the express terms of Section 498B (j): chapter 11
of part I of the FAA, Section 634A of the FAA, Sections 669 and 670 of the FAA; Sections

306 and 307 of the Chemical and Biological Weapons Control and Warfare Elements Act of -

1961; the Anti-Deficiency Act; the Congressional Budget and Impoundment Control Act of
1974; the Balanced Budget and Emergency Deficit Control Act of 1985; and the Budget
Enforcement Act of 1990. Under this action, Eximbank would not be subject to any statutes
or regulations applicable to USAID and would thus administer funds under the IAA in accord
with those regulations and statutes applicable to it.

AVAILABILITY OF FUNDS: OMB has established the Ukraine Export Credit Insurance
- Program account to facilitate the special accountlng and analysis requirements associated with
credit programs by Credit Reform.

RECOMMENDATION: Based on the fdregoing, we recommend that by signing below,
you:

1) approve the revised Program Description to allow Eximbank’s normal short and
medium-term insurance; once the USAID program funds are fully obligated,
Eximbank will begin offering short-term insurance on agricultural inputs as described
in the attached Program Description;

2) approve the attached 632(b) Inter-Agency Agreement with Eximbank for funding
totalling $231,810 to cover the administrative costs of processing the export
applications and claims;

~ 3) approve the Delegation of Authority to the Office Director ENIIED to sign letters
of commitment approving specific export transactions; and

4) invoke notwithstanding of Section 498B (j) of the FAA as provided in section F.1
of the Schedule of the USAID/Eximbank IAA.

Approved: %7»«»—06

Disapproved:

Date: A_;/\ML IS’I, liﬁS/

’;})



ATTACHMENTS:

Attachment A:
Attachment B:

Attachment C:
Attachment D:
Attachment E:

Attachment F:
Attachment G:

- Revised Program Description

Delegation of Authority to the US Ambassador and/or
USAID/Kiev Mission Director '
Delegation of Authority to ENI/ED Office Director
Framework Agreement

Inter-Agency Agreement 632(b) with Export-Import
Bank of the United States

‘Action Memorandum Dated April 11, 1995

Memorandum on Technical and Financial Procedures
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PROGRAM:

UKRAINE EXPORT CREDIT INSURANCE PROGRAM
PROGRAM DESCRIPTION
15 June 1995

USAID, in a unique cooperation with the U.S. Export-Import Bank (Eximbank), has
established a program for Ukraine to provide U.S. exporters with trade credit insurance of
up to $175 million to finance exports of U.S. agricultural supplies and inputs.

BACKGROUND:

Leading Factors: Ukraine, though slow to adopt macro-economic reforms, has taken
dramatic steps to secure a more stable macro environment and begin the structural reforms
necessary to revitalize its economy. This program was initially proposed in January 1995 to

" address the following situation:

During his state visit to the U.S., Ukrainian President Kuchma requested
assistance from the USG in obtaining agricultural and food systems inputs to
develop his country’s most important commercial sector. The Government of
Ukraine (GOU) asked for the same assistance last year, but the USG could not
respond. :

. Ukraine’s credit rating precluded all Eximbank programs for financing U.S.

exports. Without financing, U.S. agribusiness suppliers were unable to sell
their products in Ukraine.

The agricultural sector is Ukraine’s primary engine for future economic
growth. Privatization of land, farms, agribusinesses, and the distribution and
processing systems is necessary to throttle up this engine. USAID is integrally
involved in developing that sector and providing support for newly privatized
distributors of agricultural and food systems products and services.

Last year food production in Ukraine fell for the third consecutive year to its
lowest level since independence. Support for farming and processing inputs to

-
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reduce waste, increase production, and rebuild the deteriorating infrastructure
has become increasingly important. There is an urgent need in Ukraine for
inputs such as fertilizers, pesticides, herbicides, seeds, and equipment.

° Ukraine has been running large balance of payments deficits, in part because
the former “breadbasket of the Soviet Union* must purchase food for its
citizens. These deficits have greatly reduced Ukraine’s foreign exchange
reserves. Improving the productivity of Ukrainian agriculture would help
eliminate these deficits by decreasing the need to import foodstuffs and
increasing agricultural exports of such commodities as sunflower seed and oil
that generate foreign exchange earnings.

USG Response: To truly affect Ukraine’s agricultural sector it was determined that
at least $100 million in commodities would need to be supplied. Given current budget
constraints the USG did and still does not have sufficient assistance funding to create a
commodity import program for that level of U.S. agricultural and food systems products to
Ukraine without gutting all the other ongoing technical assistance programs in privatization,
economic structural reform, the West NIS Enterprise Fund, social safety net, and democracy.
With Ukraine’s credit rating at that time, the needed commodities also could not be financed
through existing Eximbank credit programs. Something imaginative had to be created to fill
in the gap between Ukraine’s needs, the credit roadblock, and the tight funding levels.

In response, State formed a working group with representatives from Treasury, OMB,
Eximbank, and USAID to consider options. The most promising initial proposal was to
transfer NIS funds to Eximbank for a collateral fund which would reduce the risk of insuring
credits to Ukraine. However, given Eximbank’s statutory requirement for "reasonable
assurance of repayment,” the collateral fund would have had to equal the amount of trade
credit extended. To provide $100 million in insurance would have required USAID to
transfer $100 million to Eximbank which it just did not have available.

_ A further wrinkle was added when OMB advised that such a collateral fund would not
reduce the amount of the “subsidy cost” (slightly more than 22% for sovereign guarantee
credits to Ukraine) necessary under federal credit reform legislation that would have to be
paid on each insured transaction. This option required depositing NIS funds equal to each
credit extended plus a non-recoverable subsidy equal to 22% of the transaction’s value into
the Treasury. This was just too costly for USAID to pursue as it would require $130 million
to provide $100 million of insurance. At this point the entire program was about to be
reconsidered and possibly rejected when a new proposal was broached in which USAID
would directly insure U.S. exports with leveraged funds while coordinating with Eximbank to
administer the insurance policy. This option would alleviate the need for the 100% funding
of Eximbank and require USAID only to provide subsidy costs for each transaction and
administrative costs for Eximbank. This would allow USAID to use a limited amount of
funds which could be leveraged up to five times the amount paid in subsidy cost. State
determined that the maximum amount available for this program was $30 million.  With that
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level of funding, USAID could provide approximately $175 million in insurance plus the
administrative costs for Eximbank and USAID.

Another aspect of this program was the proposal from the U.S. suppliers of
agricultural and food processing systems products to create a public-private partnership in
which they would share fifty percent of the risk on a transaction. USAID would insure only
fifty percent of the transaction’s contract price and pay a subsidy based only on that amount
and not the transaction’s full contract price. Depending on the actual private sector
participation, the total value of products imported into Ukraine could have reached $260
million based upon a platform of $130 million in insurance. - Also at issue was the extent to
which USAID would have to follow its own environmental regulations and procedures for
this program as many of the products proposed by the companies were fertilizers, herbicides,
and pesticides. This was ultimately resolved in favor of following Eximbank regulations
rather thah USAID’s while establishing a parallel environmental project to assist Ukraine
develop better systems for using and storing chemical products. (A detailed discussion of
this issue follows in the Discussion section). At this point the program also gained
importance as the major tool available for a U.S. pledge at the upcoming Ukraine
Consultative Group meeting. o

The Consultative Group Pledge: The international community has also done much
to assist Ukraine meet its economic stabilization and balance of payments difficulties.
Leveraging this international support, especially the provision of a stand-by arrangement
from the IMF, has required substantial initiative and ingenuity by the USG. The USG has
been forced to demonstrate its commitment to Ukraine with strong levels of bilateral
assistance before other donors would follow. '

This was the situation before the USG as the Ukraine Consultative Group meeting in
late March grew nearer. The USG needed to develop a pledge of non-grant balance of
payments support in the neighborhood of $250 million in order to leverage the remaining
$600-650 million in pledges from other donors such as the Japanese, European Union, and
the international financial institutions to meet the nearly $900 million balance of payments
gap Ukraine had incurred. By gaining this support, the USG would also be paving the way
for a $1.5 billion stand-by arrangement between the IMF and Ukraine. Following the
successful pledging session and a long fight in the Ukrainian Rada, President Kuchma’s
austerity budget was passed and the IMF stand-by arrangement was extended to Ukraine.

The trade credit program constituted the bulk of the $250 million U.S. pledge and
leveraged even greater levels of assistance from the other donors. Because the level of actual
risk sharing that the private sector would ultimately agree to was uncertain, the interagency
" group decided it was best to lower expectations and pledged $175 million for the trade credit
program ($60 million in humanitarian assistance and $15 million in technical assistance
constituted the remainder of the pledge). Based on the information which the companies had
- offered, there was high confidence in the ability to involve at least $45 million in private



sector risk-sharing if the program started immediately. ~ Without this program, the pledging
session would have failed and the stand-by arrangement might not have been reached.

Summary: Negotiations were then rejoined with the Ukrainians to establish a
guarantee framework for the USAID insurance. After further protracted discussions (see p.
8), an agreement was reached. By that time, however, an interagency review had re-
assessed Ukraine’s country risk and raised its credit rating. This has allowed Eximbank to
re-open export financing programs for the short and medium term in Ukraine.

Though the spring planting season had progressed substantially, this program will
positively affect the late planting this year and the spring planting next year. The
dramatically altered circumstances have also required USAID to revise the program’s
coverage terms. To remain consistent with Eximbank programs, the insurance coverage was
raised to 100% and follows all applicable Eximbank rules and regulations for short-term
insurance. To ensure its use, this program will be the only source of short-term insurance
for agricultural and food systems exports to Ukraine until all $175 million is committed.
Eximbank will then open for short-term insurance on these same products.

Despite the changes, it was decided to continue developing this program for a number
of reasons. Among them was its role as part of the USG pledge for Ukraine at the
Consultative Group meeting. Backing away from the program after touting it as the primary
element of that pledge would have been disastrous. Both the Europeans and Japanese had
conditioned their pledges on the amount and quality of the U.S. pledge. A retreat at this
point might have caused the Europeans and Japanese to withdraw much of their pledges. In
this case, the consequences of not completing the program outweighed the dlfﬁculty of
" revising and continuing it.

DISCUSSION:

Proposed Exports: As noted above, the proposed Ukraine Export Credit Insurance
Program will provide coverage of up to $175 million for U.S. exporters of agricultural inputs
to Ukraine. The GOU has provided an illustrative list of inputs needed for the 1995 and
1996 crop years. The list totalling approximately $40 million contains seeds as well as
herbicides and pesticides, such as Titus, Grandstar, Harmony, Stomp, Dursban 4, Nurelle D,
Rubigan 12EC, Treflan 2EC, Zelleck Super Starane, Lontrel 300, and DMAG6 (and possibly
Harness), which have been effectively used before in Ukraine. In addition, the GOU
proposes to import approximately $35 million in phosphoric acid which will be used to
manufacture liquid fertilizer and around $25 million for ingredients to manufacture
herbicides. A state-owned enterprise will produce and distribute the phosphoric acid-based
fertilizer. The GOU has not requested other specific items. A list of some U.S. firms which
have expressed interest in the program and potential products follows.
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Total Export Value

Ukrainian Partners

Commodities

Company
: (Estimated Figures) (Private/State)
American Cyanamid Public/Private Stomp--Crop Protection:
Princeton, NJ
Cargill -- Minneapolis, MN Public/Private Sunflower seed, Corn seed,
| Planters, Sprayers i
DeKalb -- DeKalb, IL Public/Private Cormn seed ,
DowElanco--Indianapolis, IN Public/Private 2,4-D formulated/acid,

Zellel Super, Nurelle D,
Lontrel, Rubigan, Treflan,
Starane, Dursban

DuPont -- Wilmington, DE

8 Private distributor

Grandstar, Titus, Harmony,
Benlate

" Elanco Animal Health

|
|
!

Minneapolis, MN

Public/Private Medicated feed additives
Indianapolis, IN
FMC -- Philadelphia, PA ‘Public Arrivo crop protection, Food
machinery
Kiev-Atlantic Private Fuel, Fuel product,

Combines, Planters,
Sprayers, York Grain Bins, -
Grain Handling Equipment,
Crop Protection Chemicals




Monsanto -- St Louis, MO Public/Private Kinze Planters, Great Plains

' Seed Drill, Brandt Sprayers,

Cargill Sunflower, Dialen,
A Roundup
t

Pig Improvement Breeding Pigs P
Corporation
Pioneer -- Des Moines, IA Private Corn Seed
TOTAL

15 April 1995 Contract Completion (EStimated)




In discussions with Ukrainian officials and policy makers, U.S. representatives have
emphasized the importance of permitting and encouraging private Ukrainian importers and
distributors to participate fully in the program. Though there are only a few such firms
today, this participation will strengthen ties between U.S. suppliers and local private
entrepreneurs and build a base for future business. GOU representatives agree in principle to
private firm participation but also want to meet the needs of state importers.

This will be a first in Ukraine as the GOU has never before provided a sovereign
guarantee for private importers of agricultural inputs. It sets a precedent for the re-opened
 Eximbank programs. Ukraine is also privatizing the state distribution system for agricultural

inputs. The GOU is dividing UKRAGROCHEM, the state distributor of agricultural
chemicals, into twenty five separate firms. Some of them will be clients of U.S. exporters
under this program., Many have already begun acting independently. This program will
enhance their capability to do so through commercial ties with U.S. suppliers.

: At present, the GOU owns most of the farms which will receive and use the inputs
financed under the proposed program. To increase agricultural production in Ukraine during
 the upcoming seasons, there is no viable alternative to working with state-owned farms.

Framework Agreement: USAID and the GOU signed a Framework Agreement for
this program as of 10 May 1995. Effective the same date, Eximbank and the GOU also
signed a Framework Agreement opening normal short and medium term Eximbank programs
in Ukraine on 14 May 1995.

Before this Framework Agreement was accepted by the GOU, USAID attempted to
negotiate a one page interim guarantee in place of the full Framework Agreement which .
Eximbank customarily uses when opening for long-term business. The GOU continually
sought to revise the interim agreement. The USG could not accept the proposed revisions
and the negotiations continued without resolution. Finally, the improvement of Ukraine’s
credit rating required that USAID and Eximbank each negotiate separate Framework
Agreements. A negotiating team consisting of a lawyer from USAID and Eximbank were
dispatched to Kiev to finalize both agreements.

The final Framework Agreement for the USAID program ended up being the same as
the one which a previous State/USAID/Eximbank delegation proposed to the GOU in March
which in turn was almost exactly the same as the (at that time) expired agreement between
Eximbank and the GOU from 4 May 1992, except that USAID and not Eximbank was
issuing the insurance policies. As Ukrainian officials had previously accepted the 1992
agreement’s terms and conditions, had carried out transactions pursuant to it, and were
familiar with its obligations, it was thought to be the most appropriate vehicle for this
program and that the GOU would quickly agree to its terms. Instead, the GOU refused to
accept the agreement without substantial revisions. The lengthy and fruitless negouatlons
which followed eventually led USAID to propose the simpler interim guarantee in the hopes
- that would break the impasse.
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Some of the difficulties in negotiating the agreement with the GOou included:

° No initial GOU agreement on who -- the Ukraine Eximbank, the Hard
Currency Council, the Ministry of Finance, or some combination -- would sign
the agreement, implement the program, and issue sovereign guarantees.

L A dispute over the need for the GOU to follow normal commercial law and
"waive its right to diligence, presentment, demand, protest or notice of any
kind."- Clarification was provided, not initially understood, and finally
accepted.

[ A GOU demand that the English and Ukrainian versions of the agreement. be
equally valid. This would have delayed the signing even longer because both
versions would have to be translated and certified as authentic by State’s
translations services. Further, the Eximbank Framework Agreement of 1992
was prepared and signed only in English. In the end, the GOU accepted the
English version.

Under the final Framework Agreement, the GOU provides a sovereign guarantee on
approved transactions. Both the GOU and USAID must accept each transaction, and either
party may veto or disapprove a proposal. The sovereign guarantee requires that if and when
a Ukrainian importer defaults on a covered credit the GOU reimburses USAID who then
pays (out of the financing account for this program) the U.S. supplier or its bank and, on
behalf of the USG, will have a claim agamst the GOU for the total amount of the funds due
to the U.S. exporter

At the t1me USAID issues each trade credit insurance policy, it will make the
corresponding payment for the “subsidy cost” to the financing account as required under
federal credit reform legislation. Under Ukraine’s present credit rating and with a GOU
sovereign guarantee, the subsidy cost will be around 8.92% of the amount guaranteed. Once
USAID pays funds into its financing account, they cannot be returned to USAID regardless
of whether the credit is repaid by the Ukrainian importer. At the end of the program, any
NIS funding not paid into the financing account remains available for obligation and
reprogramming.

The proposed GOU guarantee does not state the total value of insured credits or
commit the USG to insuring a specific amount of trade credits. The guarantee thus offers
USG policymakers a flexible tool which is adaptable to circumstances.

Process Issues--Subsidy and Inter-Agency Finance Mechanism: Prior to the

request for reapportionment from the NIS account to the program account, OMB will
establish the program and financing accounts with Treasury.
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ENI/PCS/B will forward through M/B to OMB the request for reapportionment from
the NIS account to the program account. This involves requesting a decrease in the original
'NIS account and an increase in the new NIS Ukraine Export Credit Insurance Program
account. The two requests will be prepared simultaneously.

Once reapportioned, the program account must be tracked by two different categories:
(1) subsidies and (2) administrative costs for the program. Administrative costs include not
only Eximbank reimbursements, but any incremental USAID costs, such as funds required
for audit and incremental USAID program funded staff time arising as a result of the
program. Payments for administrative costs are paid directly out of the program account.

The financing account will be established mmultaneously with the program account.
The purpose of this account is to pay claims arising from defaults.

Funds Reservation and Obligation: Based upon the recommendation of the ENI
Bureau Review Committee, the ENI/ED Office Director will affirm that the Application
submitted to Eximbank by the exporter meets the basic requirements for further processing.
. by the Eximbank and the GOU. At this time, ENI/PCS will reserve funds for this
transaction. An Action Memorandum is then sent to the USAID Chief Financial Officer
(CFO) requesting approval of the subsidy. Once approved, the letter of commitment for .
the specific export transactions is cleared and then signed by the ENI/ED Office Director and
subsequently forwarded to M/FM/LMD. A liability is assumed at that point and funds are
obligated in program account by M/FM/LMD. Outlay of the subsidy obligation from the
program to the financing account takes place on the effective date of the insurance policy.
Also deposited into the financing account are premiums paid by exporters. Premium
payments will be sent to USAID electronically in accordance with Treasury guidelines.

‘ Reservations and obligations for the administrative costs will be recorded in the
program account based upon the Inter-Agency Agreement between USAID and Eximbank,
as well as contracts for audits and other miscellaneous documents such as travel
authorizations, as necessary. Reservation of funds will be made as documents are cleared
through ENI/FS and obligation will be recorded by M/FM/LMD when obligations are
executed. Payments for these expenses are made directly from the program account.

Payments for Defaults and Recoveries: Payments will be triggered through the

* notification of a default by the Eximbank. Eximbank will provide FM/LMD with all
relevant claims documentation, including but not limited to the following: 1) Exporter’s
request for claim payment and proof of loss, 2) proof of compliance with Insurance Policy
and attached endorsements, 3) Eximbank’s documented review/analysis procedures of the
claim, 4) Eximbank’s recommendation to encompass the amount to be paid and the deadline
for issuing payment and 5) and all relevant information necessary for the Exporter to receive
from USAID electronic payment on the claim. All claims are pa1d electronically through
FM/CMP. FM/LMD will subsequently generate a Claims invoice to be issued to the GOU.
The invoice is sent to the USAID/Kiev Mission for forwarding to the appropriate GOU
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office. Recovery of the amount paid, as part of the program activity, will be pursued
cooperatively by the Program Office and the Mission based on the LMD payment status
notification. Amounts recovered will be electronically paid into USAID’s financing account
with the Treasury. '

Proposed Application Mechanism: Companies wishing to apply for USAID's
Ukraine Export Credit Insurance Program must meet the following initial eligibility criteria:

® Products must be inputs into the Ukrainian agricultural or related processing
and distribution systems. There are no other initial limitations on eligible
products. Transactions which create sustainable productivity gains and are
used in an environmentally sound manner are more likely to receive insurance
under this program than those which do not.

] The transactions must involve the sale of U.S. goods and services and will be
insured in accordance with U.S. Eximbank’s eligible content rules.

° All products must arrive on Ukrainian soil by 15 December 1995.

L Single or multiple shipments must be made under a sales contract calling for
payment terms of not greater than 540 days. :

° The following products are ineligible for USAID Insurance: Products which
are less than 51% U.S. content, any products used to conduct or service
abortions, defense products, and products which do not meet U.S. Eximbank
environmental regulations or other regulations or policies, except as otherwise
agreed between USAID and U.S. Eximbank. (Annex A of the USAID
application lists specific commodities not eligible for the insurance).

] The GOU will provide its sovereign guarantee for this program.

Description of the Application Process: Eligible U.S. exporters should file
applications for USAID’s Ukraine Export Credit Insurance Program with the U.S.
Eximbank. The application materials will include the following:

° USAID’s Ukraine Export Credit Insurance Program Application Form. This
~ application will contain supporting information, including credit reports and
current financial statements on the exporter as well as disclosure certificates
and Anti-Lobbying and Munitions Control forms and an environmental
questionnaire.

° Note: Ukraine Export Import Bank Insurance Application materials will need
to be completed by the Ukrainian buyer to meet Ukrainian requirements. U.S.
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“suppliers should advise Ukrainian importers of this requlrement and seek to
accelerate this process.

The review process for an application will be as follows:

USAID and U.S. Eximbank will make an initial determination of whether the
application meets the above eligibility criteria.

If it meets the criteria, pertinent details of the proposed transaction will be
forwarded to the Ukraine Eximbank and Ukrame Ministry of Economy for
approval by the GOU.

With approval by the GOU, Eximbank, upon specific concurrence from
USAID and as USAID’s agent, will issue a binding commitment on the
transaction valid for up to 90 days.

Upon payment of a non-refundable premium by the exporter to USAID, U.S.
Eximbank, as agent for USAID, will issue an insurance policy on the
transaction. Premium payment must be made prior to the expiry date of the

commitment. Once issued, the policy is non-cancelable by USAID..

Reports of overdue, if any, on insured obligations must be submitted to U.S.
Eximbank which will notify USAID.

Formal notification of a claim must be submitted to U.S. Eximbank. U.S.
Eximbank will process the claim and determine if the insured complied with
the terms and conditions of the policy. After it completes the review, U.S.
Eximbank will make a recommendation to USAID as to whether the insured
complied with the terms and conditions of the policy. If USAID approves the
claim, the claim will be paid out of the financing account.

The GOU, as ultimate guarantor under the written guarantee, will reimburse
the U.S. Government the amount issued in payment on a claim.

Internal USAID Application Review: USAID has final approval of eaéh application.
Eximbank will forward copies of the application to USAID when they receive them. Once
Eximbank decides on an application, Eximbank will forward an endorsing cover letter which

* will include a brief discussion of the factors behind its decision for USAID’s records.

USAID’s review of an application will focus entirely on the applications’
appropriateness and acceptability from the agricultural input and environmental perspectives.
As quick turnaround on decisions is essential, every effort will be made to effect USAID
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review and final determination within 24 houré, unless circumstances warrant additional

review time.

The proposed procedures for internal USAID review are as follows:

The USAID approving office will be ENI/ED. Each approved application
must bear the signature of the Director or Deputy.

The review committee will consist of representatives of ENI/ED/AG (Steve
Sposato or Charles Uphaus), ENI/EEUD/ENR (David Smith or Marshall
Fischer) and ENI/NCA (Jan Mozee or Sherry Grossman) or their designees.

ENI/ED will receive the applications and éndorsing cover letter from
Eximbank and monitor their review.

The review committee will submit a cover memo to the Director, ENI/ED
recommending approval or disapproval of each application. A copy of the
approved cover memo will then be transmitted (faxed) back to Eximbank and
to USAID/Kiev.

USAID/Kiev will be kept apprised of the substance and disposition of each
application, but will only be consulted in the event of serious questions or
issues. '

. Financing and Insurance Coverage: Under USAID’s Ukraine Export Credit
“Insurance Program, the insurance coverage would be substantially similar to that offered
under U.S. Eximbank’s Short-Term Single-Buyer Export Credit Insurance Policy, save for

the following:

Required Payment Structure for USAID Insured Transactions—-

An irrevocable letter of credit opened by the Ukraine Export-Import‘

Bank which provides for payment against 100% of invoice amount(s) on terms
up to 540 days. Multiple shipments, if needed, are permissible if stipulated as
accg:ptable in the letter of credit.

Additional Parameters--

Shipment Volume Limit equal to value of total contract.
Claim Payment Limit set at an amount equal to 100% of Shipment

Volume Limit (contract price) as it meets U.S. Eximbank U.S. content
requirements.

12
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. USAID insurance premium is set at the following slxdmg scale levels
per $100 of Claim Payment Limit:

180 days 2.14%
360 days 3.80%
540 days 4.28%

o Stipulation that irrevocable letter of credit pay 100% of value of
invoice(s) provided. All other normal requisite documents evidencing
shipment such as bills of lading, etc. would also be required to effect
payment under the letter of credit.

] Percentage of cover set equal to 100% of Claim Payment Limit.
® USAID is sole recipient of all recoveries on claims.

Since the Ukraine Export Import Bank will examine the relevant required documents
under the letter of credit related to the insured transaction, it will have documentary evidence
as to the products being supported and the amounts involved. The full faith and credit of the
GOU will be conveyed to USAID pursuant to the framework guarantee agreement.

Indicators: Indicators for USAID’s Ukraine Export Credit Insurance Program should
demonstrate the following 1mpact on Ukraine’s agricultural sector and U.S. agricultural
exports.

o The gross value of agricultural production in Ukraine increases by 1% (based
on Ukraine National Account Statistics) during the 1995 harvest, and by 3%
during the 1996 harvest. (Performance will be Judged from i increases over
1994 baseline figures). ,

Originally we planned to track just the 1995 increase in agricultural production.
However, the GOU’s delays in finalizing our framework agreement will delay the arrival of
many commodities and put off their impact until 1996.

L The agricultural value-added which this program generates in Ukraine is equal
to at least twice the value of the agricultural commodity inputs insured and
-imported into Ukraine. For example, with $175 million in agricultural inputs,
the value-added should be at least $350 million.

We proposed the above indicator in order to track the value-added which this program
creates. This has proven more difficult than initially thought. Calculating value-added
requires knowledge of numerous variables and related data. We are examining how to refine
this indicator and will be working with companies to determine how to calculate the value
which their products add. USAID, with assistance from Citizen’s Network for Foreign
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Affairs (CNFA), will ask businesses to provide this information through surveys and personal
interviews or calls following the 1995 and 1996 seasons.

The volume and total dollar value of Ukrainian agricultural exports are shown
to increase from 1994 base year figures by at least 0.5% in calendar year 1995
and 1% in 1996. (Performance will be judged from increases over 1994
baseline figures, both trade volume and dollar value).

The program generates at least $175 million in exports, directly insured by
USAID, of U.S. agricultural-related inputs to Ukraine during calendar year
1995 that otherwise would not have been transacted.

The baseline figures will be taken from official Ukrainian National Account Statistics
for 1994 which USDA and our Agribusiness office is supplying. The value of Ukrainian
agricultural exports will be based on market prices for the commodities and will be supplied
by USDA and our Agribusiness office.

Monitoring Issues:

The application review process ensures that USAID can promote the
participation of private Ukrainian importers and distributors in this program.
USAID has discussed this issue thoroughly with the GOU and received
agreement in principle on providing its sovereign guarantees to transactions
involving private firms.

To ensure repayment of any default claims by the GOU, a sovereign guarantee
framework agreement was negotiated which legally binds the GOU to
repayment on all claims. The guarantee agreement also establishes a
framework for repayment.

The State Department and USAID will follow-up on Ukraine’s IMF stand-by
arrangement to ensure Ukraine’s implementation of its macroeconomic
stabilization commitments and the continued privatization of its agricultural
and state distribution systems.

Taken together, these measures will provide a foundation for monitoring the success
of this export insurance program and its impact on the development of a privately-owned and
operated agribusiness system in Ukraine.

Environmental Impact Requirement: Normally, USAID would require an initial
environmental evaluation to ensure that exported products, such as above mentioned
pesticides and herbicides, will have no adverse environmental impact. Because of
extraordinary requirements of time, the program’s importance and uniqueness, and the desire
to make the program mirror normal Eximbank insurance programs as closely as possible,
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USAID has chosen to waive any laws and regulations applicable to USAID which are
inconsistent with or contrary to Eximbank’s statutes, regulations, policies, and procedures,
by invoking “"notwithstanding authority.” U.S. Eximbank’s regulations were considered
more appropriate for the commercial nature of this program. This decision has been taken
by the ENI Bureau, with concurrence by the Management Bureau and the Administrator of
USAID. In addition, USAID would set up a parallel program to identify potential problems
concerning the use of imported pesticides, assist Ukraine develop its agricultural
environmental control standards, and ensure that products will be handled properly.

The GOU has stated and is prepared to present upon request of the USG its
registration of the proposed pesticides and herbicides that might be financed under this
program. All the pesticides and herbicides requested are registered for use in Ukraine and
have been extensively used there before (with the exception of Harness which is in the
process of being registered). To approve registration of pesticides and herbicides, Ukrainian
government officials must study potential adverse impact on the environment. The GOU is
willing to make available to USAID environmental experts the registration and supporting
studies for each product. USAID environmental experts were sent to Ukraine to provide an
initial evaluation of the country’s needs. The team found that much needed to be done in the
way of storage, handling, and safety and provided specific recommendations for a parallel
environmental program to address those problems.

Statutory Authority and Delegation of Authority: Under Section 560(a) (3) of the
Foreign Operations, Export Financing, and related Programs Appropriations Act FY 1994
(Public Law 103-87), funds for the NIS may be ("should") be allocated for the purpose of
enhancing trade and investment with the NIS, including "costs of loans and loan guarantees."”
Thus FY 1994 NIS funds are available to pay the subsidy costs of guarantees for trade
credits for the NIS. In addition, the legislative history of the Foreign Operations, Export
Financing, and Related Programs Appropriations Act for FY 1995 supports the conclusion
that Congress intended to make available FY 1995 NIS Funds for paying subsidy costs of
guarantees. Both FY 1995 and FY 1994 NIS funds are "no year" funds and thus remain
available in future fiscal years for this purpose.

Section 635(a) of the Foreign Assistance Act of 1961, as amended (FAA), grants
authority to furnish assistance "on such terms, including cash, credit, or other terms of
repayment (including repayment in foreign currencies or by transfer to the USG or
commodities) as may be determined to be best suited to the achievement of the purposes of
the" FAA. Section 498(4) of the FAA authorizes the President to provide assistance to the
NIS for “creating conditions that promote trade and investment.” Under these provisions,
the Executive Branch may determine that USAID guarantees of trade credits are the “terms"
for furnishing assistance "best suited” to create "conditions that promote trade® with the NIS.
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The Legal Advisor’s Office at State has also reviewed whether there is statutory
authority for the proposed program and concurs that both FY 1994 and FY 1995 NIS funds
may be used for this purpose. OMB has approved going ahead with this program.

Primary responsibility for managing this program would, however, remain, with the
ENI Bureau in Washington, specifically ENI/ED and ENI/ED/AG. An interagency
agreement will be signed between USAID and Eximbank detailing Eximbank’s contract
duties in administering the insurance policies and providing for payment of Eximbank
employees working on this program. The USAID Mission in Kiev would likely also require
either a personal services contractor or U.S. direct hire officer for four to six weeks to assist
the Mission implement the program.

CONCLUSION:

The major revisions in the program have made a significant difference. USAID, as
the only source of insurance on short-term agricultural and food systems products should be
able to fully utilize its leveraged funds as intended and provide $175 million in insurance on
U.S. exports. Changing its coverage and premium terms to those which Eximbank offers
make the program complementary to Eximbank medium-term coverage of similar products
~and mirror those for short-term coverage of other products. Following Eximbank procedures
and regulations on content and environmental issues increases the timeliness and reduces the
cost of approving each transaction. This final version of the program greatly improves the
pledge’s quality in the eyes of the Europeans and Japanese. - It also meets USAID’s goal to
develop the Ukrainian agricultural private sector and improve Ukraine’s macroeconomic
performance without adversely effecting the rest of the assistance program. For these
reasons it was decided to continue the program despite all the changes to the fundamental
factors which initially gave it birth.
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U.S. AGENCY FOR
INTERNATIONAL
‘DEVELOPMENT

DELEGATION OF AUTHORITY

Pursuant to the Freedom Support Act and the Foreign Assistance
Act of 1961, as amended, and authorities delegated under such
Acts, I hereby delegate to the Director of the Office of
Enterprise Development of the Bureau for Europe and New
Independent States, or the person holding or acting in such
capacity, authority to affirm that the Application submitted to
the Export-Import Bank of the U.S. (Eximbank) by the exporter
meets the basic requirements for further processing by Eximbank
and the Government of Ukraine, and sign letters of commitment on
behalf of the U.S. Agency for International Development for
specific export transactions under the USAID Ukraine Export
Credit Insurance Program (the Program), not to exceed a total of
$175 million in credit insurance. .

This delegation shall be effective upon signature and shall
expire two years from the date of signature or termination of the

Program, whichever occurs first. ‘

Carlos Pascual
Deputy Assistant Administrator
Bureau for Europe

and New Independent States

dru'/wc, 1§, 1195
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FRAMEWORK GUARANTEE AGREEMENT

THIS FRAMEW%K GUARANTEE AGREEMENT (the "Framework Agreement”) is
entered into as of , 1995 between the Government of Ukraine (the
"Guarantor”), acting by an rough the Ministry of Finance of Ukraine, and the Government
of the United States of America, acting by and through the Agency for Intemnational
Development ("USAID").

WITNESSETH:

WHEREAS, USAID is willing to support the purchase of qualified agricultural-related
goods and services of United States manufacture or origin by buyers in Ukraine under its special
insurance program, with repayment terms of 540 days and cover of 100% as provided in such
special insurance program;

WHEREAS, the Guarantor and USAID desire to facilitate the 1mplementanon of this
~ USAID special insurance program in Ukraine.

NOW, THEREFORE, in consideration of the foregomg and for other valuable
consideration, the Guarantor and USAID agree as follows:

SECTION 1. DEFINITIONS

As used herein, the following terms shall have the following meanings (all terms defined
in the singular to have the same meaning when used in the plural and vice versa):

"Guarantee” shall mean the guarantee iésued by the Guarantor of the Obligations.

"Obligations” shall mean the obligations of the Export-Import Bank of Ukraine
("Obligor”) incurred at the direction of the Guarantor in individual transactions (i) that
are insured by USAID under its special insurance program for agricultural-related
products, and (ii) for which the Guarantor has issued a guarantee pursuant to Section
2.02 hereof.

SECTION 2. PROCEDURES

2.01 Procedures. Prior to processing an application for USAID insurance, USAID
requires notice that a sovereign guarantee is available for such transaction. For letters of credit
or drafts to be insured under USAID’s special insurance, the Guarantor should send a notice in
the form of Appendix A.

LN
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2.02 Immmym The Guarantor shall issue its Guarantee of Obligations by
written notice to USAID in the form of Appendix A hereto.

SECTION 3. TERMS OF THE GUARANTEES

3.01 Unconditional Guarantee. With respect to each Guarantee to be issued, the
Guarantor unconditionally and irrevocably guarantees to USAID the full, prompt and complete
payment in United States dollars by the Obligor of the Obligations, when and as due. The
Guarantor waives acceptance, diligence, presentment, demand, protest or notice of any kind,
as well as any requirement that USAID or any other party exhaust any rights or take any action
against the Obligor or any other guarantor of the Obligations and hereby consents to any
extension of time or renewal or other modification of the Obligations. Such waiver shall not
affect the rights of the Ukrainian buyer or any assignee of the Ukrainian buyer, including the
Guarantor, and the U.S. supplier under any contract for the purchase of U.S. goods and services
under transactions covered by this Framework Agreement. The Guarantees constitute the
direct, general and unconditional obligation of the Guarantor, for which the full faith and credit
of Ukraine is pledged. The Guarantees are continuing guarantees, which shall apply to all
Obligations, are irrevocable and are guarantees of payment and not of collection, and shall
remain in full force and effect until all Obligations hereby guaranteed are paid in full.

3.02 Acceleration. The Guarantor shall, at USAID’s option upon prior written notice
from USAID, immediately become liable for the outstanding balance of any or all Obligations,
whether or not then due, in the event of any failure by the Guarantor fully and punctually to pay
any amount owing, or to perform any obligation or to discharge satisfactorily any liability of
the Guarantor under this Framework Agreement or any Guarantee or under any Framework
Agreement ("U.S. Eximbank Framework Agreement”) between the Guarantor and the Export-
Import Bank of the United States (*U.S. Eximbank®) or any Guarantee (as defined in such U.S.
Eximbank Framework Agreement) to U.S. Eximbank. Without limiting USAID’s rights set forth
in this Section 3.02, the Guarantor shall have the right to consult with USAID regardmg the
exerc1se by USAID of such rights.

3.03 ungnfgr@mhg. In the event that any Obligation is not legal, valid, binding or
enforceable in any court of law against such Obligor, or if such Obligation is limited, modified,
voided, released or discharged in any proceeding under bankruptcy laws of Ukraine or the like,
the Guarantor’s liability under the Guarantee relating to such Obligation shall be the same as if
such Obligation were legal, valid, binding and enforceable and had not been so limited,
modified, voided, released or discharged. If any payment or transfer to USAID (or the party
insured by USAID) in respect of the Obligation is voided or rescinded or required to be returned
by USAID (or such party), with respect to such Obligation, the Guarantee shall continue-in
effect or be reinstated as though such payment or transfer had not been made.

SECTION 4. REPRESENTATIONS AND WARRA . COVENA

4.01 Representations and Warranties of the Guarantor. The Guarantor represents and



warrants that:

(a) Authority. It has full power, authority and legal right to issue the Guarantees, to
execute and deliver this Framework Agreement, and to observe and perform the terms and
conditions of this Framework Agreement and the Guarantees.

(b) Direct Obligation. When issued, méh Guarantee will constitute the obligation of
the Guarantor in accordance with Section 3.01 hereof. Each such Guarantee will be legal, valid,
binding and enforceable against the Guarantor in accordance with its terms.

(c) Permits. All legal requirements, registrations or approvals of any governmental
agency, department, commission or authority of the Government of Ukraine for (i) the issuance
of the Guarantees and the due execution and delivery by the Guarantor of this Framework
Agreement and the Guarantees, including without limitation, approvals relating to the availability
and transfer of U.S. dollars due under the Guarantees; (ii) the legality, validity or enforceability
of this Framework Agreement and the Guarantees; and (iii) ensuring that the Guarantees are in
accordance with Section 3.01 hereof, have been obtained and are in full force and effect.

(d) Pari Passu. All mdebtedness of the Guarantor under the Guarantees ranks, and will
continue to rank, at least pari passu with all other indebtedness of the Guarantor which is
payable, or may be required to be paid, to any person or entity outside of Ukraine or in a
currency other than the currency of Ukraine, except indebtedness of the Guarantor to
international financial institutions.

4029@91@1.&&.:_&&

(@) Non-interference. The Guarantor agrees that it will not take any action that would
prevent or interfere with (i) the performance by the Obligor of its Obligations or the enforcement

of such Obligations or (ii) the performance by the Guarantor of the Guarantees or the:

enforcement of the Guarantees.

() _Subrogation. The Guarantor shall not exercise any rights of subrogation which it
may acquire due to its payment of Obligations pursuant to a Guarantee unless and until all sums
payable under the Obligations have been paid in full.

(¢) Madifications. The Guarantor hereby agrees that the obligations of the Guarantor
under any Guarantee shall not be affected by any amendment, modification, extension or waiver
of any of the Obligations covered by such Guarantee.

SECTION 5. NS PRECEDE

5.01. Conditions Precedent. As conditions precedent to the effectiveness of this
Framework Agreement and USAID’s acceptance thereof, USAID shall be furnished with the

following, in form and substance satisfactory to it:

£h
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(a) Legal Opinion. A written opinion of the Ministry of Justxce of Ukraine substannally
in the form of Appendix B hereto.

() Aymwnm Evidence of the authority and a specimen Signature of

person(s) signing this Framework Agreement and any notices or Guarantees pursuant hereto.

(c) Agent for Service of Process. A letter from the Ministry of Justice of Ukraine

designating the person to act as agent for the Guarantor for service of process pursuant to
Section 6 hereof and evidence that such person has accepted the appointment of agent for service
of process.

5.02 Additional Documents. From time to time hereafter there shall be delivered to
USAID such additional opinion(s) of counsel, evidence of authority, authenticated specimen
signatures, documents and other information as USAID may reasonably request.

SECTION 6. JURISDICTION

The Guarantor hereby irrevocably agrees that any legal action or proceeding arising out
of or relating to this Framework Agreement, any Guarantee or the Obligations covered by such
Guarantee may be instituted in the United States of America in any Federal or State court sitting
in the State of New York or in-the District of Columbia, or the court of a third country
designated by mutual agreement of the Guarantor and USAID, and the Guarantor irrevocably
submits to the jurisdiction of these courts in any such action or proceeding. The Guarantor will
designate, appoint and empower a person whose office is presently located in New York, New
York, U.S.A., as its agent to receive for and on behalf of itself and its properties and revenues,
service of process in any such action or proceeding. The Guarantor also irrevocably consents
to such service upon it, by the mailing of copies thereof by U.S. air mail to it at its address set
forth on the signature page of this Framework Agreement. The foregoing provisions shall not
limit the right of USAID to bring any such action or proceeding or to obtain execution on any
judgment rendered in any such action or proceeding in any other appropriate jurisdiction or in
any other manner. The Guarantor agrees that judgment against it in any legal action or
proceeding arising out of or relating to this Framework Agreement or a Guarantee shall be
conclusive and may be enforced in any other jurisdiction within or outside the United States.

SECTION 7. MISCELLANEOUS

7.01 Expenses. The Guarantor hereby agrees to guarantee the payment to USAID, on
demand, of (a) any legal fees for any opinions of Ukrainian counsel which may be reasonably
requested by USAID and (b) all reasonable costs and expenses, including legal fees, incurred
by USAID in connection with any legal action relating to any failure by the Guarantor fully and
. punctually to pay any amount owing under this Framework Agreement or any Guarantee. All
reasonable costs and expenses, including legal fees, in connection with any legal action relating
to any other right or claim under this Framework Agreement or any Guarantee shall be paid by
the non-prevailing party.
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7.02 Charges. If the Government of Ukraine or any department, agency, political
subdivision, or taxing authority thereof imposes or levies any taxes, duties, fees, or other
charges (collectively, "Charges”) on or in connection with the execution, issuance, delivery,
registration, or performance of a Guarantee, the Guarantor agrees to pay all such Charges. The
* Guarantor agrees to make all payments of the Obhgahons pursuant to the Guarantees free and
clear of and without deduction for any Charges on or in connection with the Obligations or any
- amounts payable under the Obligations. If the Obligor is prevented by operation of law or
otherwise from paying any Charges on an Obligation, the Guarantor agrees that the amount
payable under such Obligation and the Guarantee may be increased to the extent necessary to
yield to USAID the amount of the Obligation covered by the Guarantee due after provision for
payment of such Charges. _

7.03 Waiver and Amendment. The failure or delay on the part of any party in
exercxsmg any power or right under this Framework Agreement or a Guarantee shall not operate

as a waiver thereof, nor shall any smgle or partial exercise of any such power or right preclude
any other exercise thereof or the exercise of any other legal power or right. No amendment or
waiver of any provision of this Framework Agreement or a Guarantee shall be effective unless
evidenced in writing signed by the Guarantor and USAID.

7.04 Illegality. If any provision of this Framework Agreement or a Guarantee shall be
held by any court having appropriate jurisdiction to be illegal or unenforceable, all other
provisions of this Framework Agreement or such Guarantee shall remain in full force and effect
and the parties shall enter into negotiations to amend such illegal or unenforceable provision.

7.05 Governing Law. This Framework Agreement and the Guarantees shall be deemed
to be commitments made under the laws of the State of New York, United States of America,
and for all purposes and in all jurisdictions shall be governed by, construed and enforced
- according to the laws of the State of New York.

.06 Payments. All payments to be made by the Guarantor to USAID under a
Guarantee shall be made in U.S. dollars in immediately available funds to the Federal Reserve
Bank of New York for credit to an account to be designated by USAID.

7.07 Communications. Any Obligation, document, notice or demand to be given to or
made under this Framework Agreement or a Guarantee by or on behalf of USAID or the
Guarantor shall be in writing made in the English language and shall be deemed to have been
duly given when received by hand-delivery, registered airmail (postage prepaid), telex or
facsimile, addressed to USAID or the Guarantor at their respective addresses and numbers set
forth in the signature page hereto or to such other address or number as one party may designate
to the other from time to time by notice hereunder.

7.08 S_l_mm_am_As_s;m. The prov:snons of this Framework Agreement and each
Guarantee are binding upon the Guarantor and shall be binding upon any successors or assigns
of the Guarantor and shall inure to the benefit of USAID and its successors and assigns. The
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Guarantor may not assign this Framework Agreement or a Guarantee or its obligations hereunder
or thereunder without USAID’s prior written consent. :

7.09 English and Ukrainian Versions. This Framework Agreement shall be executed
in duplicate in both an English version and an Ukrainian version; provided, however, that in the
event of any ambiguity or conflict between the English version and the Ukrainian version, the
English version shall govern. '

§b
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IN WI'INESS WHEREOF the Guarantor and USAID have caused this Framework
Agreement to be executed as of the date first above written.

GOVERNMENT OF UKRAINE, GOVERNMENT OF THE UNITED
acting by and through the STATES OF AMERICA, acting by and
Ministry of Finance of i through the AGENCY FOR

By
Name: Petro Hermanchuk
Title; Minister of Finance

INTERNATIONAL DEVELOP %
By: //é/&/{

Name; William Green Miller
Title: United States Ambassador to Ukraine

Address:
Grushevskiy Str. 12/2 Address:
Kiev, Ukraine "~ 320 21st Street, N.W.
Washington, D.C. 20523-009
U.S.A. , .
Attention: Assistant Administrator for
Europe and the New Independent States
-Telephone: (380 44) 293-5363 Telephone: (202) 6479119

Facsimile: (380 44) 226-2517 Facsimile: (202) 647-9973

¥



APPENDIX A |
. GUARANTEE OF LETTER OF CREDIT/DRAFT

[Date}
Agency for International Development
ENI Bureau Room 6724, NS
320 21st Street, N.W.
Washington, D.C. 20523-009
U.S.A.

As provided herein, we hereby guarantee the following [irrevocable letter(s) of
credit/draft(s)] pursuant and subject to the terms of the Framework Guarantee Agreement (the
*Framework Agreement") dated as of , 1995 between the Government of Ukraine,
acting by and through the Ministry of Finance of Ukraine, and the Government of the United
States of America, acting by and through the Agency for International Development.

W} (Provide the following information with respect to”
each letter of credit or draft being guaranteed )

Obligor (issuing bank/drawee):
Beneﬁciary/drawer:'

Amount:

Terms:

As primary obligor, we hereby unconditionally and irrevocably guarantee the full, prompt
and complete payment of amounts due under the [letter of credit/draft] described above when -
due in accordance with the terms and conditions of the Framework Agreement. This Guarantee
constitutes the obligation of the Government of Ukraine in accordance with Section 3.01 of the
Framework Agreement

Government of Ukraine
By

Name
Title




APPENDIX B
OPINION OF COUNSEL

[Date]

Agency for International Development
ENI Bureau Room 6724, NS

320 21st Street, N.W.

Washington, D.C. 20523-009

U.S.A.

Gentlemen:

This opinion is furnished to you pursuant to Section 5.01(a) of the Framework Guarantee
Agreement (the "Framework Agreement”) dated as of » 1995 between the
Government of Ukraine (the "Guarantor”), acting by and through the Ministry of Finance of
Ukraine, and the Government of the United States of America, acting by and through the
Agency for International Development ("USAID"). Terms not otherwise defined in this opinion
shall have the meanings assigned to them in the Framework Agreement.

As legal counsel, I ha\)e reviewed the Framework Agreement. In connection therewith,
I have also examined the following documents:

[Listing of relevant governmental approvals, regisu-atiohs, laws and
—decrees, and of such additional documents, as to which counsel may
wish to refer, to be added.] '

Based on the foregoing and having regard for legal consxderatlons which I deem relevant,
I am of the opinion that:

1. The Guarantor has full power, authority and legal right to issue the Guarantees,
execute and deliver the Framework Agreement and observe and perform the terms and
conditions of the Framework Agreement and the Guarantees. The Framework Agreement is and
the Guarantees will be the legal, valid and binding obligations of the Guarantor, enforceable
against the Guarantor in accordance with their terms. The Guarantor has full legal right, power
and authority to pledge the full faith and credit of Ukraine under the terms of the Guarantees.

2. Al legal requirements, registrations or approvals of any governmental agency,
department, commission or authority of the Government of Ukraine for (i) the issuance of the
Guarantees and the due execution and delivery by the Guarantor of the Framework Agreement
and the Guarantees, including without limitation, approvals relating to the availability and
transfer of U.S. dollars due under the Guarantees; (ii) the legality, validity or enforceability of
the Framework Agreement and the Guarantees; and (iii) the pledge of the full faith and credit
of Ukraine by the Guarantor under the Guarantees, have been obtained and are in full force and

effect.

. @



3. The indebtedness of the Guarantor under the Guarantees issued for individual
transactions ranks at least pari passu with all other indebtedness of the Guarantor which is
payable, or may be required to be paid, to any person or entity outside of Ukraine or in a
currency other than the currency of Ukraine, except indebtedness of the Guarantor to
international financial institutions. .

4. When issued, the Guarantees will constitute the diréct, general and unconditional
- obligation of the Guarantor for which the full faith and credit of Ukraine is pledged.

5. The Guarantor has taken all legal action required under the laws and regulations of
the Government of Ukraine to authorize the execution and delivery of the Framework Agreement
and the issuance of Guarantees and to observe and perform the terms and conditions thereof.
There is no legal or administrative impediment for the Guarantor to make the covenants set forth
in Section 6 of the Framework Agreement with respect to the submission to jurisdiction and the
other matters contained therein. The Guarantees will be unconditional, absolute and irrevocable,
and shall remain in full foroe and effect until all Obligations guaranteed by the Guarantor are
paid in full.

6. USAID will be entitled to rely on a signature of an authorized representative of the:
Government of Ukraine on an Appendix A notice as conclusive evidence that (i) all legal action -
has been taken to approve a Guarantee of the Obligations therein specified, (ii) such Guarantee
is in full force and effect, and (iii) the opinions set forth herein are true and correct thh respect
to such Guarantee as if restated as of the date of such Guarantee.

Very truly yours,
[Seal] Ministry of Justice of Ukraine
By

Name:
- Title:




FAPAHTIWHA CTPYKTYPHA YIOflA

W0 FTAPAHTIWHY CTPYKTYPHY YroflY («CTpYyKTypHa yroma») 3ailcHeHo
22%%142__ 1995 poKy MiX YpRaoM YKpaiHu («FapaHT»), AKWA Aic yepes
MimicTepcTeo dpiHaHCiB YKpaiHu, Ta Ypanom Cnonydenux liTatis AMepukn,
AKWA Ni€ Yepe3 AreHTCTBO 3 MiXHapoaHOro po3BUTKY («AMP»).

YCBIIOMNIOWYK, wo AMP baxae niaTpumatu npuabaHHA AKiCcHUX
cinbcbKorocnonapcbkKux ToBapis Ta nocnyr, supobnexux abo uwo noxoasaTs
i3 CnonyveHux lWtaTis AMepuku, nOKynusmu 3 YKpaiHu 3a ocobnusow
NpoOrpaMol0 CTpaxyBaHHA 3 CTPOKOM nOBepHeHHA 540 fAHiB Ta 100%
NOKPUTTAM 3a Takow ocobnusolo nNporpaMold CTPaxyBaHHA;

YCBIIOMMIOYYU, wo FapaHT Ta AMP baxaoTb CnNpuATU BTineHHo uiei
ocobnueoi nporpamu AMP B YKpaiHi WoAo CTpaxyBaHHA;

FapaHT Ta AMP noroaxyoTeCR NpPo HacTynHe:

PO3AIN 1. BU3IHAYEHHA.

Cniaywo4i TvepMinvM npu BxuBaHHi Hanani MaTUMYTb HacCTynHe
3HaYeHHA (BCci TepMiHM BU3HaveHi B OAHUMHI, NpU BUKOPUCTAHHI B
MHOXMH1 byayTb MaTW Tex caMe 3Ha4YeHHA, Ta HaBNakK):

«[apaHTia» 03Havae rapadrtin, fAKY Hapae FapaHT no
30608B'A3aHHAX.

«3060B'A3aHHA» O3HavaoTh 3060B'A3aHHA EkcnopT-IMnopT BaHKa
YKpaiHu («CTOpoHa, fKa npuiiMae Ha cebe 3060B'A3aHHA») 33 AOPYYEHHAM

FapaHTa wono okpemux onepauinm (1), AKi cTpaxywTscs AMP 3a ocobnusoio

nporpamoild CTpaxyBaHHA ANA cinbCbKorocnogoapcbkux TosapiB, Ta (11)
AnA AKuX FapaHT Hapas rapaHTio 3rigHo nonoxeHHA CrtatTi 2.02.

PO30IN 2. NOPANOK

. 2.01 Nopapnok. MNepw Hix po3rnanaTu 3afABy Npo CcTpaxyBaHHA AMP,
AMP BuMarae rnosifOMNEHHRA, WO CyBepeHHa rapaHTiA € AINCHOL ANA Takux
onepauiu. Ina axkpeautusiB abo nepekasHux sekcenis, wo byayrts

cTpaxysaTtuca AMP 3a ocobnmBow nporpaMoi cTpaxyBaHHA, [apaHT Mae
HanpaBuUTU noBifoMneHHA 3a ¢opMow AK Yy flogaTKy A.

2.02 HanaHHR [apaHTin. FapaHT HapaBaTuMe cBowo [apaHTio no
30608'A3aHHAX NUCLMOBMM nNoBinoMneHHAM no AMP 3a d¢opmoo, RK Y
flonaTtky A.

PO3QIN 3. YMOBW TAPAHTII
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3.01 Ee3ymoBHa [apaHTrif. Mo BigHoweHHo N0 KOxHO1 MapaHTii, wo
byne HapnaHa, lapaHT be3ymMoBHO Ta be3sim3auBHO rapaHtye AMP noBHY
cnnaTty B CTPOK 1 AK Hanexutb B fonapax CnonyueHux llitatis AmMepuku
CTOpoOHO, AKa nNpuriHANa Ha cebe 30boB'A3aHHA. [apaHT B1AMOBNAETHLCA
sim akuenty, 3ycunb, 3asB, 3anutis, npotecty abo 6byab-skux
nosifnoMneHb, a Takox BiQ 6yRb-RKMX BUMOr Y sunafnky npen'ssneHHA AMP
abo 6ynb-AKOL 1HWOI CTOPOHOW, CBOiX nNpaB i BMMOr, 44 BXuBaHHA byab-
AKX 3axofiB npotu CTOPOHM, AKa npuiMae 3060B's3aHHA, abo npoTu
bynb~-AKOro fHWOro rapaHta 3a uumMm 3060B'A3aHHAMU, Ta HACTYNHUM
NoroaxyeToCA Ha byab-AKe NOQOBXEHHA Yacy, NOHOBNeHHA abo iHWi 3MiHW
wono uux 3060B'A3aHb. Taka BiamMoBneHicTbL He BNNMBaTUMe Ha npasa

yKkpaiHCbKOro nokynusa abo byab-aKoro ynosHoBaxeHoro Bifl ykpaiHcbKoro:

NOKynua, BKMo4aouM lapaHTa, Ta nocrtavanbHuka 13 CUIA 33 byab-fAkum
KOHTpakKTOM Ha npupbanHa ToBapie Ta nocnyr i3 CUWIA 4epes onepauii,
Aki nignapnaoTe nig uo CTpyKTypHy yropy. Ui lapaHTii € npaMum,
3aranbHuM Ta 6e3ymoBHuUM 3060B'A3aHAM MapaHTa, WO € 3anNOpPyKo NOBHOI
nosipu Tta nobpoi penyrtauii Ykpainu. Ui FapanTtii € rapaHrisamm, ski
NONOBXYOTHCA Ta MaTuUMyTb BigHoweHHA A0 BCix 3o0boB'fA3aHb, €
be3sin3suBHUMK, € rapaHTifAMW CTOCOBHO nNnaTtexiB, a He iHKacauii, BOHU
6byayTb Matu noBHY cuny Ta AiATM noku BC1 rapadHtoBaHi TyT
3060B'A3aHHA He byayTb cnnadeHi. 4

3.02 [IpUCKOpeHHs. FapaHT, Ha Bu3Ha4vyeHHA AMP Ta 3a nonepeaHim
nMcbMOBUM noBifomMneHHAM BiQ AMP, HeramHo ctae BianoBifanbHUM 3a
bynb-aki abo Bci 3060B'A3aHHA, WO BUKOHYOTbLCA abo HeBUKOHaHi, Yy
BMNaAKy HecnpoMoxHocTi [apaHTa noBHiCTO 1 B CTPOK CNNaTUTHU
npocTpoyeHun bopr, abo BukoHaTu byab-aki 30bos'A3aHHA, abo supiumTH
nosntuBHo byae-Aaki nNUTaAHHA. N0 3000B'fA3aHHAX [apaHTa 3a UWiew
CTpyKkTypHOoo Yyrogoo abo b6byab-fkoo - lapauTtiecon, abo 6byab-akow
CTPpYKTYypHOO yronoo («CTpyKTypHa yrona ExkcimbaHky CllA») Mix MapaHTOM
Ta EKcnopT-ImMnopT BaHkoM Cnony4yeHux liTaTis AMepuku («Exkcimbank CllA»)
abo byab-Akow [apaHTiew (AK BU3HA4YeHO Takow CTPYKTYPHOO Yroaowo
Excimbanky CHIA) no Ekcimbanky CUA. He obmexyouyu npasa AMP,
Bu3HaveHi B po3nini 3.02, MapaHT MaTume NpaBo Ha KoHcynbTauii 3 AMP
woao BUKOPUCTAHHA AMP Takux npas. ‘ '

3.03 [IpuMycose BUKOHaHHA. b4 sMnNanky Konm bynb-snke
30boB'A3aHHA He byne wpuanyHo AiNCHUM abo NpUMYCOBMM 10 BUKOHAHHA
Yyepes byab-fAkuk cyn npotu CTOpoHM, RAKa nNpuiHAnNa Ha cebe
30boB'A3aHHA, abo RKWO Take 3o0boB'sn3aHHA obmexeHe, 3MiHeHe,
nosbasneHe lpuauyHoi cunu, 3BinbHeHe Yepe3 OyOb-AKy cnpasy
nos'sdaHy 13 3akoHamu YKpaiuuM npo baHKpyTcTBO abo nonibuumu,
signoBinanbHicTe MapaHTa 3a uieo MapaHTien NO BifHOWEHHO A0 TaKoOro
3o0boB'A3aHHA byne Takow X camoo, RfKbM Take 30b6os'aszaHHA byno 6
OpUAUYHO A1ACHUM, TNPUMYCOBUM N0 BUKOHaAHHR, He Mano 6 obmexeHb,
3MiH, Mano 6 puoudHy cuny Ta He byno 3BinbHeHo. fkwo 6yAb-AKwuiA
nnatix abo nepekas no AMP (abo cTopoHu 3acTpaxoBaHOi AMP), wo Mae
BinHoweHHA no 3o0boB'A3aHHA, byne BM3HaHO HeaincHUM abo aHynboBaHO,
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abo sumararumeThcA Big AMP (abo Takoi CTOpOHW) noBepHYTHM NnaTix, unA
FapaHTifs 3a TakuMm 3oboB'nzaHHAM byne aiatu abo . BiQHOBUTLCA AKbK
Takoro nnatexy abo nepekasy He byno 6 3pobneHo. .

PO3NIN 4 [NPENCTABHULITBO TA TAPAHTII; OKPEMI NOMNOXEHHA

4.01 NpencraeHuuTBo Ta rapadHtii Bin [apadTa. TapaHT
NpencTaBnNAE Ta rapaHTye:

(a) [NoBHOBaxeHHA. BiH Mae MnNOBHY cuny, MNOBHOBAaXeHHA Ta
opuauvHe npaBo WoQO0 HamaHHA uux [apaHTin, Ha BUKOHaHHA UiE€d
CTPYKTYPHOT yroou, a TAaKOX Harnany 3a AOTPUMAHHAM CTPOKiB Ta YMOB
uiei CrpykrypHoil yroam Ta lapaHTin.

(6) [DNpsame 3o0boeB*aAsanHn. Konu HapaHa, KOxHa [apaHTis 6yne
npeactasnATU cobow 3060B'A3aHHA MapaHTa 3rigHO NONOXeHHA po3niny
3.01 suue. KoxHa Taka MapaHTifA byae opuandHO AiNCHOWL, OﬁOB'ﬂaKOBOD
AnA BMKOHaHHA lapaHTOM y BipnosinHocTi A0 ii cTpokis.

(8) [ossonu. Bci npaBHM4i BuMOru, peectpauii abo cxsaneHHs
bynb-fAKow ypRNOBOO ycTaHoBOW, BianinoM, KoMiciew abo ynoBHoBaXeHUM

YpAROM YKPaiHM CTOCOBHO (i) HaflaHHA FapaHTiM Ta HaNeXHOro BUKOHAaHHA

FapaHToM nonoxedb wiei CTpykTypHOi yroau ta lapaHTim, wo BKnNO4aoTb
6e3 obMexeHb CxBaneHHR WONO HaABHOCT]I Ta nepekasy KowTis B8 gonapax
CWIA 3a uummu FapaHTiamuM, (i1) opuanydHoi AincHocTi Ta oboB'A3KOBOroO
BUKOHaHHA Uiel CTpykTypHoi yroau Ta T[apaHTinn, Ta (iii)
nigTeepaxeHHA Toro, wo ui NapaHTii BiAnNOBiNaLTL NONOXEHHAM poan1ny
3.01 sume, OoTpuMaHi Ta MaoTb NOBHY cuny ANA 301WCHEHHA.

(r) PisHO3HayHicTH. Bci 3aboprosaHocTti [apaHTa 3a uumu
FapaHTiaMu kKnacudikyoTbCA Ta KnacudiKyBaTUMYTbCR nNpUHaMMHI RAK
pisHO3Ha4yHi No sigHoweHHIO N0 BCixX iHWMX 3aboprosaHocTtew apaHTa, WO
nignaraoTe cnnati, abo cnnata AKUX MOxe BUMaratuca, byab-aAkin
tdian4Hin abo opuanyHin ocobi 3a mexamu Ykpaiwu, abo y BamwTi iHuwin
HiX BanoTa YKpPaiHU, 33 BUHATKOM 3aboproaauoc71 FapaHTa MiXHapogHUM
¢diHaHCOBMM YCTaHOBaM.

4.02 3aranbHi nNoONoOXeHHs.

(a) HeBTpyyaHHA. TapaHT noroaxyeTbecA, wo BiH He
3n1ucunaaTuMe HiAkMX 3axonie, AKi 6 nepewkonxanu abo BTpyvanucs y

% BMKOHaHHA cBoix 3o06oB'fA3aHb CTOpPOHOWO, fAKa nNpuAHANa Ha cebe
0B'f3aHHA, abo npuMyc no BUKOHaHHA Takux 3oboB'AszaHb, abo (i)
BUKOHaHHA FapaHToM uux MapaHTin abo npuMycy 10 BUKOHAaHHHR lapaHTiN.

(6) Hacninyeauun npaB. TapaHT He b6byne BxuBaTU byab-aAKuUX
perpecMBHUX npas, WO MOXYTb BUHMKHYTM Yy 3B'A3Ky 13 cnnatow no
30608'A33aHHAX, NOB'A3aHMX 3 lapaHTiewn, AOKM Ta MOKKM BCT CyMu, WO
niganaraoTe cnnati 3a uuMn 3o06oB's3aHHAMKM He bGyayTe noBHiCTL



cnnayeHti.
(8) 3miHu.  TapaHT HacCTyMHUM noronxygTsca, wo 30608'A3aHHA
FapaHTa 3a bynb-fAKkow lapaHTieo He byayTb 3aincHeHi y surnani bynb-

AKOIr0 NONOBHEeHHA, 3aMiHu, noposxeHHA abo BiamosneHocTi Bia byAb-AKUX
30608'A3aHb, Wo MicTUTE Taka lapaHTiA.

PO3AIN s. NEPENYIOMI YMOBHU

5.01 Nlepenyoyi YyMOBY. B AakocTi yMoB nepenyioynMx epeKTUBHOMY

BMKOHaHHIO Ui€T CTPYKTYpHOT yroau Ta, AKWo AMP 3 UMM noroaxyetbcs,

AMP b6yne npeficTaBneHO HacTynHe, mo 33 d¢opMo Ta 3MicToMm
3a/10BONbHUTL AMP:

"~ (a) [DpaBHuue pogymidHA. B nMCcbLMOBOMY BuUrnani BUCHOBKM
MiHicTepcTBa locTuuii YKpaiuu no cyti Ta 3a ¢opmow [lonatky b.

(6) [MNosHOBaxeHHA NpPefNcTaBHUKiIB. CsinouTBO Npo NOBHOBAaXeHHA
Ta 3pasku nignucy ocobu(ocib), saxki nianucyoTe wo CTpYKTYpHY yrogy
Ta byab-Aki nosifgoMneHHA abo lapaHTii, nos'\3aHi 3 uuM.

‘ (8) AreHT-npefcTasHUK. nucrainhﬁﬂicfepdTBaDCTuuiiYKpaiuu
npo npuaHaMeHHR ocobu, AKa byne piatu AK areHT apaHTa Ta cBipouTso
npo Te, wo uA ocoba norogxyereca 6yTu areHTOM-nNpeacTaBHUKOM.

5.02 [loparkoBi QJOKYMEHTU. Hapani, 4ac 8ia 4acy, AMP
HafaBaTUMeTbCA TakuM [QORATKOBWIA PUAMYHUA BUCHOBOK(BUCHOBKH) ,

CBiAOUTBO NPO NOBHOBAXEHHSA, agTEHTMHHi 3pa3ky nianucie, AOKYMeHTH
Ta iHwa iHdpopmauin, sAKy AMP obrpyHTroBaHO BMMaratume.

PO30AIN 6. OPUCAUKIIA

FapaHT bessinamBHO noroaxyerbes, wo byab-Aka cynosa cnpasa abo
npouepnypa, Wo BUHMKHE BHaAcnifnok abo y 3B'A3Ky 13 naHoo CTPYKTYpHOO
yronoo, 6bynab-akow TapaHTien abo 3060B'A3aHHAM 3rifHo no Takoi
FapaHTii, Moxe bytu nopyweHa y Cnonydexux Uitatax Amepukmu y byne-
fikoMy ¢eniepanbHoMy cyai abo cyai wrary, wo 3acipnae y lWtari Howo-Wopk
abo B8 Okpysi Konymbin, abo B cyni TperbOi KpaiHu, npusHayvyeHum 3a
cninoHow fAomoBneHicT Mix TapaHroM Ta AMP, a lapadHT 6e3Bin3usHoO
nignarae opucaukuii umx cynis y pasi nopyweHHA byab-AaKoi 3 Takux
cnpas abo npouenyp. FapaHr obepe, npu3Ha4uTe Ta -HapinuTe
nosHoBaxeHHsMU ocoby, uui odpic 3apa3 posTawosaHuit y Helo~Hopky, wtaTt
Howo Wopk, CIIA, byt #oro areHToM ANR OTPUMAHHA ANA Hboro abo Bin

noro imedHi Ta Big iMeHi noro maiHa Ta npubyTkis, npouecyanbHe

nosiNOMNENHA Yy BUNagKy nopyuweHHA b6yab-fAkoi 3 Takux cnpas abo
npouenyp. FapaHT Takox 06e3BiN3MBHO NOrOAXYETLCA Ha OTPUMAHHA
Takoro noBiAOMNEHHA WNAXOM HaacunaHHA konin asianowtow CHA Ha fioro
iM*'R Ta appecy, 3a3HaveHy Ha cTopiHui, pe cToATh nignucu nig uieo
CTpykTypHOo Yyronow. 3a3HadeHi ymoBu He obmexyoTe npasa AMP
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nopyuuty bynb-AKY 3 Takux cnpas u4u npouenyp abo oTpumaTv BUKOHAHHA
byne~-sKoro pilleHHR, BMHECEHOro CyAoOM Yy 3B'A3KY 3 Oyab-AKOO 3 Takux
cynosux cnpas abo npouenyp y bynb-AkoMy iHuwomy BipnosigHOMy MOpAAKY
opyucAnkuil 4 byab-AKuM THWKUM YUHOM. fapaHT noroaxyerbcd, o
pilleHHA, BUHeceHe NpoTu Heoro y xoai byab-Akol cyposoi cnpasu abo
fpouenypu, wo BuTikae 3 uiei CTpykTypHoi yroau abo lapaHTtii, byae
supiwanoHum 1 Moxe byTu npuBepneHe y BUKOHaHHA y byfAb-akin 1HWin
opucamkuii y Mexax abo 3a mexamm CnonydeHux lltatis Amepuku.

PO3AIN 7. PRI3HE

7.01 Burpatu. TapaHT UMM horonxyerbca rapaHtyBaTu cnnarty
AMP, Ha Bumory, (a) bynb-sKux BMTPAT Ha opuauyHi nocnyru 3a byab-

AK1 opuanMyHi BUCHOBKM Bifl YKPaTHCbLKO1 CTOpPOHM, AK1 MOXe Bumaratv

AMP B pa3i HeobxigHocTti Ta (6) ycix obrpyHTOBaHUX BUTpAT Ta
BUAATKIB, BKOYaO4¥M BapTicTh LPUAUYHUX NOCAYr, WO BUHUKNAKM y AMP y
3B8'A3KY 13 byab-AKMM OpUOMYHMM 33aXOAOM, WO MawoTh BinHOWeHHA AO
bynb-AKoi HecnpoMoxHocTi 3 boky [apaHTra nosHicTio abo B4acHoO
cnnatutu bynb-sAKY NpocTpoyvyeHy cyMy 3a uieo CTpykTypHoo yropowo abo
FapaHTien, Bci po3yMHi BuTpaTHU, BKMOYAOHYM BUTPATU Ha pUAUYHT
‘nocnyru y 3B'A3KY 3 Oyob-fKMMKM  OPUAUYHKAMKM @ OiAMM, WO MaTUMYThb
BigHoweHHA A0 byaAb-AKKMX iHWMX npas abo no3osisB 3a Uiew CTPYKTYPHOO
yronow abo lNapaHTiew, byne cnfavyyBaTH nNporpasia CTOpOHa.

7.02. 36opu. fAkwo YpmRa Ykpainu abo bynb-Ake BigoMmcTBo,
areHTCTBO, NONiTUYHMA nigpo3nin y4 nopaTkoBa THCNEKUiA Haknagarude
44 3TArysatume byab-aKi nogatku, muta, 3bopu abo THWI HapaxysaHHA
(Bce pa3oM «3bopu») Ha abo y 38'R3KY 3 BUKOHAHHAM, BuUaadeo,
HaflaHHAM, peecTpauien 4y 3aincHeHHAM lapaHTii, MapaHT NOroAXyeTbCA
cnnavysatu Bci Taki 3bopu. TlapaHT noroaxyerbca pobutu BCi nnatexi
3a TlapanTismm sBinbHMMM Ta uucTuMu Bia bynb-Akux 3bopis abo y
38'A3Ky 13 3060B'a3aHHAMK, abo no siaHOoweHHO A0 byAb-AKMX CcyMm, WO
nianaraote cnnati 3a uuMu 30608’ A3AHHAMK. fikwo CTopoHa, fAKa
npunHana Ha cebe 30b60B'A3aHHA, 4Yepe3 A1 3aKOHY 44 iHaKue He Moxe
cnnatutu  byab-Aaki 36opu 33 Takum  3o0b6oB'A3aHHAM, [apaHT
NOrofiXyeTbCA, WO cyMa, fAKa nianAarae cnnati 3a Takum 3060B'A3aHHAM
Ta [apaHTien Moxe bytu 3binbweHa no poaMmipie, HeobxigHux, wob
oTpuMaTH Ta nepepaxyBatu AMP cymu 3o0boB'asaHb, nepepbayvenux uieo
TapanTieo nicna sunnatu Takux 3bopis. ~ -

7.03 BigmoBneHiCcTh Ta fOAATOK. HecnpoMoxXHicTb abo
3anisHeHHna 3 6boky Oynb-AKo1 CTOPOHM Yy BUKOPUCTAHHT byab-akux
MoxnueocTtern abo npae 3a uiewo CTpykTypHoo yromoo abo lapaHTieo He
byne posrnsnaTMcR RK BinMosa, abo bynb-fAke okpeMe abo vacTkKoBe
BUKOPUCTaHHA Oyab-AKKMX MoxnusocTei abo npas, He 3asaxatume bynb-
AKoMy {HWOMY BUKOHaHHO abo BUKOPUCTaHHIO byAb-AKMX 1HWWUX VPUANYHHUX
MoxnusocTen abo npaB. XogeH 3 ponatkiB abo xonHa siamMoBneHicTe BiA
bynb-siknx nonoxeHb uiei CTpyKTypHoi yroau abo lapaHTii He byayTe
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aincHuMKM, ROoKW He bynyTb nipnucaHi FapaHToM Ta AMR.

7.04 HenpapoMmipHiCcTh. fikuo byne-aKe nonoxeHHA  uyiei
CTpykTypHoi yrogu abo lapaHTii byne Bu3HaHO byAb-AkuM cynoM 3
gianosinHow pucaukuien HenpasoMmipuum abo Heobos'AskosuM Mo
BUKOHaHHA, BCi 1HWi nonoxeHHA Uiei CTpykTypHoi yroam abo Takoi
FapanTii 3anMwanTbCcA B noBHin cuni Ta AiY, Ta CTOPOHM PO3NOYHYTH
neperosopu WoNo BHECEHHA MONPasBoK Ao  HenpasomipHux  abo
Heob0B'A3KOBUX N0 BUKOHAHHA MONOXEHb.

7.05 33CTOCYBAHHA 3aKOHY. s CTpykTypHa yrona Ta FapaHTii
BBaxatumyTecA AK nignerni no 3akoHis [litary Hew-Hopk, CnonyueHi

Wiraty AMepuku, Ta 3 ycix NpuuMH, Y BCiX 0pUAMHHUX Bunagkax byayTe

KepyBaTuca, TNyMayUTUCH Ta 3aboB'A3yBAaTUMYTLCA A0 BUKOHAHHA :

3akoHamu litaty Hewo-Hopk.

7.06 NInatexi. Bci nnarexi, wo mawTe bytn 3gincHeHi MapaHTOM
ana AMP 3a uieo lapaHTico, MaoTeb byru 3nivicHedi B8 ponapax CUWA,
dboHRaMM, Wo MOXYTb byTu BUKOpUCTaHi HeraitHo, B baHKy defnepanbHOro
pe3sepsy Heo-HopKy ANA KpeAUTYBAaHHA paXYHKY npusHadeHoro anAa AMP.

7.07 3B'fi30K. -Bynb-aKke 3000B'fA3aHHA, AOKYMEHT, noBiQOMNEHHA
abo sumora, wo ManTb 6yTn HanaHi abo agincHeHi 3a uiewn CTPYKTypHOWO
yronow abo MapaHtiecio AMP abo Bin iMeHi AMP abo FapaHTOM, MawTb byTun
3pobnedi B nucemoBin dopMmi aHrnivcekoo Mosoo, bynyTe BBaxaTUCH
OTPpUMaHUMK, AKWO fOCTaBneHi  4Yepe3 MOCUNLHOro, 3apecCTPOBAHOL
asianowtoo (nonepeaHA cnnara), TenekcoM abo dakcom, aapecoBaHi AMP

abo MapaHry Ha ix sipnosinHi agpecu Ta HoMepu, BKa3aHi Ha cTopiHui-

13 nipnucamu, abo Ha 1HWi anpecu abo HoMepu, AK1 KOXHa CTOpPOHa MOXe
nNpusHavaTU 4Yac BiA 4acy ANA OTPUMAHHA 3a3Ha4eHUX NoBiflOMNEHb.

7.08 [IpaBoHACTYNHUKKM Ta_ ynosHoBaxeHi. NonoxeHHA uiei
CTpYKTYpPHOT yroan abo koxHoi TapaHTii € 30boB'A3zaHHAMM lapaHTa Ta
bynyTs 3060B'R3aHHAMKM Oyfib-AIKUX NPABOHACTYNHUKIB Ta YNOBHOBAXEHWUX
FapaHTa Ta CTaHyTb AiACHUMM Ha KOpUCTb AMP Ta MOro NpaBOHacCTYMHUKIB
Ta ynoBHoBaxeHux. [apaHT He Mma€ npasa Ha nepenavyy npas 3a uUieo
CTpyKTypHoo yronow abo MNapaHtieo, abo 30608!'A3aHHAMUM, BU3HAYEHUMMU
TYyT, be3a nonepeaHboi nucobMoBOi 3roau AMP.

7.09 AHrniACLKWA Ta_ YKpPaiHCbKWA BapiaHTH. UR CTpykTypHa
yropna byne yknageHa B ABOX NpuUMipHUKAX aHrA1ACLKOK Ta YKPaTHCbKOWL
MOBaMu, MnpoTe, y BUNankKy HesupasHocTi abo KOHONIKTY MiX aHrniicbKmum

Ta yKpaiHCbkuM BapifaHTamu, BapiaHT 3pobneHuir aHrniincokow Mosow byne
MaTH nepesary.
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HA 3ACBIfAMEHHA BUIIE3A3HAYEHOrO, rapaHT Ta AMP ykKnanmM uo
CTPYKTYpPHY yroay, mo nignArae BMKOHaHHO 3 BM3aHauyeHoT paTu. ‘

YPAA YKPATIHU, skun | YPAl CNONYYEHUX WTATIB
nie vyepea MiMvicTepcreo AMEPUKHK, Axui pnie vepes
¢iHaHCIB YKpaiHu . AFEHTCTBO 3 MIXHAPOOHOrO

éz ZZ;EMTKY /zQQZZZ
IM'a: Netpo repuauqyx// IM*A:YinbsiM FpiH Minnep
flocana: MiHicTp diHaHciB YKpaiHu flocana:flocon Cnony4yeHnx

, 1 litaris AmMepukn B YKpaiHi

Anpeca: ' | Anpeca:
Byn. pywescbkoro 12/2 320 syn. 21,MisBHi4YHuA 3axif
KuiB, YkpaiHa BamuHrTou OprrKonymbiﬂ,

CnonyyeHi lltaTu AMepuKH
flo ysaru - 3acTynHUKa
AamMmiHicTpaTtTopa
perioHansHoro ynpasniHHA
Kpain Esponu Ta Hosux
He3anexHux [lepxas

TenedoH: (380 44) 293~5363 Tene¢oH: (202) 647-9119
dakc: (380 44) 226-2517 dakc: (202) 647-9973
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_ MIONATOK A
FAPAHTIRHI 30G0B'SI3AHHSA WONO AKPENUTUBA/NEPEKA3HOIO BEKCERS

(QaTa)

AreHTCTBO 3 MixXHapoaHOro po3BUTKY
EHI Bopo, k. 6724, HC

320, Byn. 21, 14811 YHUN 3axin,
BawuHrtoH, Okpyr Konymb1n 20523-009
CUWA

HacTynHuM MM rapaHTyemo, wo (be3sinsuBHUiIN/1 aKpeaUTUB/U

/nepekasnmin/i Bexcenb/i) € npeaMeToM CTPOKiB Ta YMOB BM3HaYeHUX.

uieo . lapaHTiAHOO CTPYKTYpHOO yropoo («CTpykTypHa yropna»),
ninnucauon . 1995 poky Mix Ypaoom YKpaiHu,
AKuM Aie vepea MiHicTepcTBO piHAHCiB YKpaiHu, Ta YpsanoM CnonyyveHux

Wiraris Amepuku, fKi AiOTbL Yepe3d AreHTcTBo 3 Mixuaponuoro PO3BUTKY
(«AMP») . |

[AkpeauTue/nepeka3Huin Bekcene]l (Hapalite HacTynHy 1iHdopMauin
npo KOXHWUIA aernMTMB abo npo
rapaHTOBaHMM nepeKaauun
BeKcenb.) _

CtopoHa, woc npuiaMac 30608'a3aHHA: (BaHk, Akui Buaac/baHk-
rapaHT): :

BeHediunap/CTOpOHa-rapaHT:
Cyma:
CTpoku:

ik ocHoBHa CTOpOHa, Wo npuiiMae 3000B'A3aHHA, MU HACTYNHUM
beaymoBHO Ta beasacTtepexnuMBo rapaHTyeMmO NOBHY, WBUAKY Ta 3aBepueHy
cnnaTty npuaHadeHol CyMU 3rifiHO [akKpeauTuBa/nepeKkasHoOro Bekcens],
AK HanexuThb, AK Le 3a3HayYeHO CTpoOKOM BuUnnatu y sianosigHocTi Ao
cTpokiB Ta ymoe uUiel CTpyKTypHO1 yroau. Urn rCapadHTiAn €
3000B'A3aHHAM Ypaay YKpaiuu y signosigHocTti no posginy 3.01
CTPYKTYpPHOT yronu. >

YpAn YKpaiHu

Kum
IM'a
NMocapa
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NONIATOK &
. IOPMIIM4HUA BUCHOBOK

(QaTa)

AreHTCTBO 3 MiXHapOQHOro pO3BUTKY
EHI Bopo, kK. 6724, HC

320, syn. 21, NisHivHu; 3axip,
BawuHrtoH, Okpyr Konymbia 20523-009
CllA

MaHoBe:

lilen BUCHOBOK MOAAETLCA Ha Balw po3rnag 3rigHo Posniny 5.01(a)
FapaHTiAHOT CTPYKTYpHOT yroauM («CTpyKTypHa yropa») niganucaHoi
, 1995 poky Mix YpanoM YkpaiHuu («lapaHT»), AKMA aie udepes
MiHicTepcTBO (piHaHCiB YKpaiHu, Ta CnonydeHumu llTaTamu AMepuku, AKi
aioTh Yepe3 AreHTCTBO 3 MiXHapooHOro po3BUTKY («AMP»). YmoOBU, WO
iHakwe He BU3Ha4YeHi y UbOMYy BUCHOBKY, Hapani MatumyTh BignosiaHi
3HayeHHA B CTpyKTypHi®n yropai. :

fiIKk ynoBHoBaxeHuW# anBoOKaT A nepernnnya CTPYKTYpHY yropy. Y
3B'A3KY 3 UUM, A TaKOX BUBYMB HACTYNHi NOKYMEHTM:

(Nepenik BianoBigHMX ypAAOBUX CXBaneHb, peecTpauin,
3aKoHiB Ta yKasiB, Ta {fHuUMX AOKYMEHTiB, QA0 AKUX MOXe
3BEpPHYTUCA anBOKaT, AOAAETHCAH.) -

Buxoasius 3 BuUWe3a3Ha4YeHHOro Ta NOCUNAOYUCL Ha - OpUANYHI
nifgcrasu, AKki A BBaxXao AOPEYHMMM, A Mao Ha yBa3i HacTynHe:

1. TlapaHT Mae nOBHY .CuNly, NOBHOBAXEHHR Ta WpuaAMYHe NpaBo
BMOaBaTU rapaHTtii Ta BUKOHyBaTu CTPYKTYPHY yrony, a TakoxX Harnsnatu
3a AOTPUMAHHAM CTpoKiB Ta ymoB uiel CTpyKTYpHy yroau Ta lapaHTin.
CTpyKkTypHa yrona Mae, a [apaHTii MatumyTb OpuURUYHY, nOiACHY Ta
oboB'AaskoBy cuny 3060B'sA3aHb [apaHTa, WO BUKOPUCTOBYBATUMYTLCA
npotu lapaHTa 3rigHO MNONOXeHb NP0 iX BUKOPUCTAHHA. FapaHT Mae
" NOBHe 1pUAMUYHEe NpaBo, A0OBipeHiCTh Ta NOBHOBaXeHHA 3apPYyYUTUCH NOBHOKL
nosipow Ta nobpow penytauien YKpaiHM 3rifgHO rapaHTinHUX yMOB.

2. Bci opuanyHi BuMmorm, peectpauii abo yxsaneHHsa 3 boky byab-~
AKO1 nepxaBHO1 ycTaHoBu, Biaainy, komicii abo b6byab-Akoi 1HwWOI
ynoBHOBaxeHO1 ycTaHoBu Bin YpARy YKpainu wono (1) HapaHHA rapaHTin
Ta YMHHOrO foAepXyBaHHA Ta BUMKOHaHHA [apaHTOM CTpPyKTypHOoi yrogau 1
rapaHtivn, Bknovaou be3 obMmexeHb, yxBaneHHA, 3rigHo rapaHTin,
HafaBHOCT1 Ta nepexkasy aonapis CUWA; (ii1) 3akKoHHOCTi, OpMAMYHOT cunu~
abo ob6oB'A3koBoCcTi WONO BUKOHAHHAR CTPYKTYpPHOT Yroau Ta FapaHTin; 1
(i11) 3apyyeHHR] noBHOK nOBipow Ta Aobpow penyTaui€o YKpaiHu 3rigHo

Y9

kY
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rapaHTiHux ymoe, bynu oTpumaHi Ta MaoTb MOBHY cuny AnA 301MACHEHHA.

3. 3aboproBaHicTb lMapaHTa 3rigHo MFapaHTiv, wWo HapjasanucA ANA
" iHauBianyaneHux cnpas, npuHanMHi AK piBHO3Ha4Hi 3 ycima {HWMMU
3aboprosaHocTAMM [apaHTa, wo niansraoTe cnnarvi, abo cnnata AKux
MOXe BuMaratuca, byab-faKkin ¢isudHin abo opuanyHin ocobi 3a Mexamu
YKpaiHu, abo y sanotTi 1{1HWwin, HiXx Bamora YKpaihu, KpiMm
3aboprosaHocTi lapaHTa MixHapogHuM (1HAHCOBUM YCTAaHOBaAM.

4. Nicna HapaHHA [apaHTil cKnapaTuMyTb npaAMe, 3aranbHe Ta
beaymoBHe 3060B'A3aHHA apaHTa, WO CTaHe 3anopykow NOBHOWL A0BipU Ta
nobpoi penytauii YkpaiHu.

5. MapaHT BXuBae BCiX opuanyHux saxoaise, WO BUMArawTbCA 3rigHo
3aKoHiB 1 NOCTaHOB YpAQY YKPaiHU 3 METON 33aNO4aTKYBaTW BUKOHAHHA Ta

BNPOBaAXeHHA Yroau, a Takox HafnaHHA MapaHTii Ta NOTPUMAHHA CTPOKiB -

i ymoB. flo lapaHTa He BXUBaTUMETbLCA HiAKUX puau4HUXx abo
anMiHicTpaTuBHUX 3axofliB CTOCOBHO BM3HAYeHHA 30060B'A3aHb 3rigHo
po3niny 6 fAadHoil CTpYKTYpHOT yroau 3 MNOCUNAHHAM Ha nignernicrsb
opucamkuii Ta B JHWMX MOXnMBUX BUNaAKax. FapaHTii bynyThb
beaymoBHUMU, abconoTHMMM Ta be3Bin3avMBHUMM, MATUMYTb NOBHY CUNY ANRA
3nincHeHHA, poku Bci rapaHtoBaHi 3060B'A3aHHA, WO HapaowTbLCA
FapaHTOM, MaTbL. byTu nosBHicT chnaveHi.

6. AMP Mae npaBo MNOKNMacTMCA Ha nNianMc ynNoBHOBaXeHOro
npeactaBHMKka MiHicTtepcTtBa ¢iHaHciB YKpaiHM, RAK 3a3Ha4eHO Yy
nosinoMneHHi [lonatka A, uwWo € 3axkmoyHMM cBipoutsoM npo (1) BCi
opuany4Hi 3axoau, wo ©G6bynu Bxuri 3 MeToo yxBaneHHA [apaHTii
BU3HavYeHux 306bos'A3aHb, (i1) npo Tte, wo FapaHTina Mac nNoBHy cuny AnA
3niicHeHHA, Ta (111) npo Te, wo sci 3pobneHi BUCHOBKM € A1MCHUMK Ta
npasvnNbHUMKU CTOCOBHO Ui€T rapaHTii, AK byno BcTaHoBneHo 3rifHO HOpM
Ha 4vac nignucaHHA Takoi lapaHTii.

3 nosaron,

(NeyaTka) _ MiHicTepcTBO oCTUUTT YKpaiHu

Kum:
IM*8;
lMNocapa:




| INTERAGENCY AGREEMENT
BETWEEN THE UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT
THE EXPORT-IMPORT BANK OF THE UNITED STATES

1. Project Title: Economlc Restructurmg and

___Financial Sector Reform _
3. Appropriation Symbol __72X0402

._Funds Control Number 5621100 6. Fiscal Year FY 1995
Completion Date  September 30, 1998 8. Original or Amendment No.

9A. Prior Funding . 9B. Fundmg Obligated this Document New Total Fundmg .
$0 | $ 246 | $246,082 .

: Freedom Support Act; Section 632(b) of the Foreign Assistance Act of 1961, as amended.

11, Brief Program Description: _ Services provided by the Export-Import Bank of the United States in connection
with the USAID Ukraine Export Credit Insurance Facility, as further defined in the attached Annex A

“ Program Description. _
12. Liaison Offices/Additional Representatives

2. Project Number  110-0009
O{Z)Oﬁgal.lglén No. 1_10—'0009 G-SlOO 00 {

4. Budget Pian Code WNPX—95-16200°V990

10. Authori

B. United States Agency for lntematlonal Development
Richard A. Johnson

Charles Uphaus -

Laurier Mailloux

A. Export-Import Bank Of the United States
William Redway

Kenneth Tinsley

Thomas Fitzpatrick

Bernard Lubran

13A. Signature by Authorized Representative

EXPORT-IMPORT BANK of
the UNITED STATES

WMM

Raymond Albright

Senior Vice President

June 15, 1995

13B. Signature by Authorized Representative

UNITED STATES AGENCY FOR
INTERNATIONAL DEVELOPMENT

botor Vot

Y:

AME Carlos Pascual

Bureau fo uﬂoﬁfﬁtﬂnﬁgg ?nléue;cnm?gnt States
ATE June 15, 1995

X Schedule
X Annex B - Financial Plan and Budget

14. This Interagency Agreement consists of this face sheet and the following items (if checked):
X Annex A - Program Description
X Annex C - Standard Provisions
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SCHEDULE

A.  Purpose of Agresment

This Agreement between the Export-Import Bank of the United States, hereinafter
referred to as the "Recipient Agency,” and the United States Agency for International Develop-
ment %USAID) is entered into under the authority of Section 632(b) of the Foreign Assistance
Act of 1961, as amended. The Agreement defines the procedures under which USAID will
reimburse the Recipient Agenc¥ to act as servicing agent for USAID in connection with the
USAID Ukraine Export Credit Insurance Facility. 4

B.  Purpose of Program

The Program, further described in Annex A, consists of services to be provided by the
Recipient Agency in connection with the USAID Ukraine Export Credit Insurance Facility.

C.  Fiscal Terms

1. Execution of this Agreement constitutes an obligation by USAID of the funds
specified in Block 9B of the face sheet of this Agreement.

2.  USAID funding for the Program is limited to the amount obligated, If the
Recipient Agency chooses to continue Program activities after USAID funding has been
exhausted, the Recipient Agency agrees to use its own fund for that purpose.

3. The financial plan in Annex B sets forth the budg;t for implementation of the
- Program. Within the total bud‘&let amount for the Program, the Recipient Agency may adjust
-individual line items, provided that (1) ang' adjusted line item does not change by more ‘than 15
per cent of the amount shown for that line item in the financial plan and (2) the Recipient
_Asgency gives USAID written notice of the adjustments. Adjustments to the budget that exceed
15 per cent for any one line item shall require prior written approval of USAID. :

D.  Billing, Financial and Progress Reports
L The Recipient A§enc will bill USAID through OPAC procedures or by
submitting a Standa:rd Form 1081 (SF-1081), addressed to: } .

United States Aﬁ;ency for International Development
M/FM/CMP/G

SA-2, Room 700

Washington, D.C. 20523-0209

L2 The original and two copies of each guarterly financial report required under
Section B.2 of the Standard Provisions (Annex C) of this Agreement shall be furnished to the
above-stated address. In addition, a copy of each financial report shall be submitted to:

United States Agency for International Development '
ENI/PD

Room 4725 NS
Washington, D.C. 20523-0086.

ENI 632(b) IAA Form Dated 1/10/95 -2-
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1. Reports

_ a. Periodic Progress Reports: The Recipient Agency shall submit to USAID
on a quarterly basis a financial report that includes budget information on accrued expenditures,
commitments, and disbursements of funds provided under this Agreement.

b. Final Report; Not later than 60 days follo% e completion date of the
Program, the Recipient A‘genc shall prepare and submit to USAID, in form and substance
satisfactory to USAID, a final financial report. This final report shall provide a chronological
summary of the information required generally for the periodic progress reports for the period
from the beginning of the Program to its completion.

2.  Consuitation

- The Recipient Agengly and USAID will cooperate to assure that the purpose of this
Ameent will be accomplished. To this end, the Recipient Agency and USAID, at the request
of either, will exchange views on the progress of the Program, the performance of obligations
under this Agreement, and other matters relating to the Program.

3. 1i wi

" From time to time, USAID may issue policy and rcégerational guidance regardin
the implementation of the Program. The Recipient Agency hereby agrees to comply with aﬁ
such guidance, as USAID may convey to the Recipient Agency in writing. ‘

4.  Notification

. The Recipient Agency shall notify USAID promptly in writing of any audits of
activities financed by this Aireement initiated by or at the request of the Recipient Agency, the
Office of Management and Budget or the General Accounting Office. :

F. i isi

1. Applicable Regulations

USAID is invoking the authority of Section 498B (j) of the Foreign Assistance Act
(FAA) of 1961, as amended to enable the Recipient Agency to applgxlts own statutes,
regulations, policies, and procedures in administering the USAID Ukraine rt Trade Credit
Insurance Facility on behalf of USAID notwithstanding any statutes and regulations Si_-_ncludin
environmental regulations) applicable to USAID, except for (a) chapter I1 of the FAA, (b%
section 634A of the FAA and the comparable notification requirements in USAID’s annual
aéppropriations acts, (c) sections 669 and 670 of the FAA and sections 306 and 307 of the
* Chemical and Biological Weapons Control and Elimination Act of 1961, and (d) section 1341
of title 31 of the United States Code ("Anti-Deficiency Act"), the Congressional Budget and
Imgoundment Control Act of 1974, the Balanced Budget and Emergency Deficit Control Act of
1985, and the Budget Enforcement Act of 1990.

2, Country Eligibility

. For purposes of this Agreement, the term "Cooperating Country” shall mean the
Ukraine. :

ENI 632) IAA Form Daied 1/10/95 -3-
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3. Agent'’s Liability |
Nothing in this Agreement shall be deemed to create any liability on the part of

the Recipient Agency for any action taken or omitted to be taken by it in connection with its
administering, as servicing agent for USAID, of the USAID Ukraine Export Credit Insurance

Facility.
G.  Conflicts |

Conflicts between any of the parts of this Agreement shall be resolved by applying
the following descending order of precedence: ,

Face Sheet

Schedule

Annex C, Standard Provisions
Annex B, Financial Plan and Budget
Annex A, Program Description

ENI 632(b) IAA Form Dated 1/10/95 -4 -



ANNEX A
PROGRAM DESCRIPTION

INTRODUCTION

USAID has developed a sgecial ex,‘port credit insurance facility {the "USAID Insurance
Facility®) to sum the sales by eligible U.S, exporters of agricultural-related goods and
services to the ne. The obligations insured under the USAID Insurance Facility will be
supported by the Government of the Ukraine. The AID Insurance Facility will support U.S.
exports and commercial ties to the Ukraine and assist in the development of the an
agricultural sector. Under the USAID Insurance Facnht%/. USAID will provide insurance to
cover ex%rts of approximately $175 million. USAID will be responsible for the operation of
the USAID Insurance Facility and the payment of all claims thereunder.

RT-

The Export-Import Bank of the United States ("Eximbank”) will service the USAID Insurance
Facilit{J on behalf of USAID, Eximbank will receive all applications from U.S. exporters (or
other USAID-approved applicants) for export credit insurance under the USAID Insurance
Facil‘_idti;l will review such aglcatmns for completeness. The applications will be reviewed in
-accordance with USAID established criteria for product eligibility and Eximbank’s standard
exporter underwriting procedures for short-term single buyer insurance policies. Such exporter
underwriting procedures involve evaluation of the applicant’s financial strength vis-a-vis the size
of the transaction to be insured, as evidenced by the applicant’s financial statements and a credit
report. _ Applicant’s Disclosure Certificate will also be reviewed. Upon completion of its
review, Eximbank will submit its evaluation, together with the application and accompanying
documentation, to USAID for final decision. USAID will be responsible for initiating contact
with the Government of Ukraine and ensuring that all requisite approvals are obtained. After
USAID’s approval of the ag?[l]i)catioq and upon receipt of direct instructions from USAID,
Eximbank, on behalf of US , Wwill issue a commitment to the applicant for a period not
exceeding 90 days (or, if USAID otherwise approves, for a longer period.) Premiums and any
other payments owing by the insured or other parties will be paid directly to USAID. - After
~ notification from USAID of receipt of premium from the applicant, Eximbank, on behalf of
USAID, will issue to the apgﬂicant an insurance policy in substantially the form previously
gpproved by USAID, except for any declarations, endorsements, amendments or other changes
eemed necessary or advisable by Eximbank. Except for actions against USAID which will be
made directly upon USAID, all overdue reports, requests for assignment of policy proceeds
and notifications from the insured under the insurance policy will be submitted to Eximbank, and
Eximbank will forward such documents or requests to USAID. Eximbank will receive and
process all filings of claims, will review claim documentation to determine if the claim complies
with the terms and conditions of the applicable insurance policy, and will submit a recommenda-
tion to USAID as to whether the claim should be paid, together with claim documentation. If
USAID approves the claim, it will, after receipt of insured’s Release and Assignment
documentation, pay the insured directly. If US denies the claim, it will notify the insured
directly. USAID will undertake and be responsible for any collection or recovery efforts or
other actions in connection with the insurance policy.

USAID and Eximbank will work closely in the implementation of the USAID Insurance Facility.
In addition to the foregoihg, Eximbank will also take any actions it considers neces

or
desirable to the performance of its role as servicing agent for USAID in the operationsac;? the
USAID Insurance Facility. ,

ENI 632(b) [AA Form Dated 1/10/95 ' -5-



STAFFING

To assist Eximbank in fulfilling its role as servicing agent, USAID will fund the salary and
benefits of Eximbank’s personnel that will be assigned to this Program as well as other
administrative costs and expenses. The Program will fund personnel and administrative costs
and expenses associated with the review and processing of applications for . export credit
insurance and claims as further defined below:

Vice President Responsible for _management and day-to-da
decisionmaking on Program. Ensures all Eximb:
divisions and sedy rsonnel involved in Program
are kept apprised of operations.

Assistant Vice President Involved in day-to-day oversight of program to
en(s)ggsegpphcamns and policy documents are
pr pursuant to acceptable standards and to

ensure Program standards aré¢ met. Maintains

dialoglup with all relevant Insurance Division per-
sonnel involved in Program.

Underwriters Review applications to ensure completeness.
Clarify information ‘with exporters and Policy
Administration Department.  Responsible for
policy "instructions to Policy Administration De-
partment for creation of insurance policy docu-
ments. Notify applicant of USAID decision regard-
ing application and, in general, communicate with
applicant on related matters as directed by USAID.

ontact Ukrainian authorities as need arises to
clarify application issues. Work closely with
USAID, in particular, to obtain decisions on appli-
cations and other relevant issues.

Policy Administrator . Prepares Mpplicy documentation and review for
: accuracy. Maintains computer data base related to
%olx:}'Dnssuqnce. Responsible for the mailing of

S policy documents to insured.

Underwriting Assistant Receives applications and tracks all related docu-
mentation. Maintains file system, coordinating
information with all involved divisions and depart-
ments within Eximbank, especially Policy Adminis- -
tration Department. Performs miscellaneous typing
and recordkeeping duties and receives and directs
all telephone inquiries.

Claims Officer Receives all claims and establishes internal system
to track claim J)rogessing. Reviews claim documen-
tation and i ent;ﬁes coverage or non-coverage
issues. Communicates with transaction participants
(exporters, assignees, obligors, et al,) as necessary.
Prepares recommendation to USAID.

File Maintenance Personnel Creates and maintains file szstem. Responsible for
overseeing (conversion of ) hard copy of application

ENI 632() IAA Fonn Dsted 1/10/95 -6-

/%‘315;



Other Staff

ENI 632(b) IAA Form Dated 1/30/95

to microfiche format, tracking data and file retrieval
as needed for application processing.

Perform other functions necessary or advisable to
fulfilling Eximbank’s role as servicing agent.
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ANNEX B

Export-import Bank of the United States
Budgeted Costs Related to the Servicing Agreement
With AID for their Insurance Program for Ukraine

FY 1995
Preparation Cost 6/15-9/30/95

Thru 6/14/95 FY 1995 . FY 1996 FY 1997 FY1998

Hours Cost Hours Cost Hours Cost Hours Cost Hours Cost
—_____Personnel Costs '
Vice President 25 $1,255 120 $6,025 40 $2,069 40 $2,129 10 $547
Assistant Vice President 35 1,362 120 4,670 160 6.414 100 4,125 10 424
Senior Underwriter 60 1,985 120 3,970 30 1,022 200 7,014 0 0
Underwriter 35 980 640 17,918 400 9,700 350 10,387 0 0
Underwriter 0 0 240 6,719 100 2,425 130 3,858 0 0
Policy Administrator 25 406 200 3,247 80 1338 0 0 0 0
Underwriting Assistant 15 220 40 58 30 454 0 0 0 0
Claims Officer 0 0 0 0 0 0 80 2,374 80 . 2441
File Maintenance 0 0 80 1,062 40 547 20 281 0 0
Other Staff 120 4,670 1200 7,784 100 4009 100 4,125 0 0

$10,879 $51,983 $27.977 $34,294 $3413

____Other Admin. Costs _
Travel 0 25,000 25,000 25,000 5,000
Overhead (29.2% of Salaries) 3177 15179 8,169 10014 99T
Total 514,055 $92,163 $61,147 __$689,308 $9,409
4 Year Total [ $248,082]



ANNEX C

STANDARD PROVISIONS

A. GENERAL

1. The Recipient Agency shall be accountable for all funds made availabie to it under this
Agreement. Funds not expended by the Recipient Agency by the Completion Date of the
Program (as defined below) and funds expended for purposes or activities not authorized by this
Agreement shall be promptly refunded to USAID.

2. The Completion Date for the Program shall be the date stated in Block 7 of the face sheet
of this Agreement, or such other date as the parties may agree to in writing. “Completion Date”
for this purpose means the estimated date by which all USAID-financed services will have been
performed and all USAID-financed goods will have been furnished for the Program as
contemplated in this Agreement. Except as USAID may otherwise agree in writing, funds
transferred under this Agreement may not be used to finance services performed after the
Completion Date or goods furnished aiter the Completion Date.

3.  Except as USAID may otherwise agDree in writing, the Recipient Agency shall, not later
than nine months following the Completion Date, submit to USAID requests for reimbursement
or liquidation of outstanding advances under the Program. Funds which have not been disbursed
and for which reimbursement requests have not been received by USAID as of nine months
following the Completion Date of the Program may be unilaterally deobligated by USAID.

4. In order to be eligible for reimbursement under this Agreement, expenditures must be
consistent with all a:ﬁplicable laws and regulations, as set forth in F.1, _Applicable Regulations,
of the Schedule to this Agreement. .

B. BILLING AND FINANCIAL REPORTS

1. The Recipient Akﬁency shall bill USAID as provided in the Schedule. The amount billed
will be determined by the Recipient Agency and will be billed for an expenditure transfer into
an account administered by the Recipient Agency and for which the Recipient Agency provides
fiscal reports to OMB and/or the Department of Treasury. This amount will be treated by
- USAID as an advance and will be expended based on the quarterly reports, described below,
detailing the implementation of the Program.

2. The financial report submitted for liquidétion of advances or requests for reimbursemen.t
shall, as provided in the Schedule, contain current quarter and cumulative amounts as follows:

Budget Budget Current Quarter Cumulative Remaining Budget

3. The financial reports will be used to liquidate the advance authorized by this Agreement.
The Recipient Agency shall submit its quarterly report within 30 days after the end of the
zé;:phcable uarter. An original and three copies of the report shall be furnished to USAID at

e address(es) specified in the Schedule of this Agreement. The report must be signed in the
original by an authorized official of the Recipient Agency billing ;&Pge.

4. The final report reflecting the fact that there will be no additional expenditures under the
agreement will be clearly marked “FINAL," so that USAID may take appropriate fiscal actions
to close the accounting records. . '

ENI 632(0) IAA Form Dated 1/10/95 -9-



C. PROGRESS REPORTS

The periodic progress reports (as specified in the Schedule to this Aﬁreement) shall include

a narrative description of financial commitments, expenditures and disbursements against the

approved budget. These periodic progress reports shall be keyed to approved planning
ocuments as may be required in the Schedule to this Agreement. .

D. PROCUREMENT

- The Recipient Agency agrees to use the funds transferred hereby to cover costs incurred in

ing out the Program in accordance with the terms and conditions of this Agreement and will

administer the funds (including procurement and monitoring actions) in accordance with its own
procedures and Section 498B (h) of the Foreign Assistance Act of 1961, as amended.

E. REPORTS AND RECORDS

1. The Recipient Agency shall keep full and complete records and accounts with respect to
the fqml:ls transferred hereby in accordance with generally accepted U.S. Government accounting
principles.

2. The Recipient Agency shall not enter into any contracts or grant agreements without first
seeking prior approval in writing from USAID. If the Recipient Agency enters into any
contracts or grants, the Recipient Agency shall ensure that contracts and grants include a clause
providing that all contractors or grantees financed with funds provided hereunder maintain books
and records related to the Program in accordance with generally accepted accounting principles
as formally prescribed by the United States, the Cooperating Country, or the International
Accounting Standards Committee a]San affiliate of the International Federation of Accountants).
Further, the Re:]lf)ient Agency shall ensure that ensure that contracts and grants include a clause
- providing that all such books and records of all contractors am‘i\gantees financed with funds

alloca hereb%r may be audited by the Recipient Agency, USAID, or other authorized U.S.
Government official for a period of three (3) years from the expiration of the contract or grant.

F. IMPLEMENTATION AND MONITORING _ .
1. Overall Program supervision shall be the responsibility.of the Recipient Agency.

2. For each interval of the fiscal year as specified in the Schedule to this agreement, the
Recipient shall submit to the office identified in Block 12B of the face sheet of this Agreement
a r?ort on Program implementation. The report shall be submitted within 30 days after the end
of the interval covered by the report. The report shall, for the period covered, include financial
commitments, expenditures, and disbursements in connection with the Program.

3. In addition, the Recipient Agency shall submit to USAID such other information as
USAID may wasonablg request regarding the implementation of the Program and the
expenditure of funds under this Agreement.

G. AUDIT AND INSPECTION RIGHTS

1. Audit and inspection requirements as set forth in the Inspector General Act of 1978, as
amended (the "Act”) shall apply with respect to the funds transferred hereby. The Office of the
Inspector General for USAID shall ensure full compliance with all applicable provisions of the
Act in coordination with the appropriate office of the Recipient Agency, which shall provide all
appropriate assistance or other support. :

ENI 6320) IAA Form Dated 1/10/95 -10-



2. The Recipient Agency shall not enter into any contracts or grant agreements without first
seeking tgrior approval in writing from USAID. e following provisions will be enforced
%?gxlldD e Recipient Agency enter into any contract or grant agreement that is approved by

a. The Recipient Agency shall ensure that grants and contracts include a clause providing
that audit and inspection requirements as set forth in the Inspector General Act of 1978, as
amended, (the "Act") shall apply with respect to the books and records of any contractor or
grantee financed with funds transferred hereby.

_b. The Recipient Aagency shall ensure that grants with non-U.S., nongovernmental
organizations include an audit clause which requires that if a grantee receives $100,000 per year
or more under such a grant, the grantee agrees that it shall have an independent financial audit
made of the funds provided under such a grant. The financial audit of the funds disbursed to
the grantee shall determine whether the receipt and expenditure of the funds provided under the
ﬁarz;nt are in accordance with generally accepted accountmhga})rmmples and whether the grantee
complied with the terms of the agreement. An audit shall be conducted for each fiscal year
of the grantee. The audits shall usually be performed annual?;:nbut not less fre(iuently than
every two years. The audits shall be performed in accordance with generally accepted
government auditing standards issued by the Comptroller General of the United States.

c. The Recipient Agency shall ensure that contracts with non-U.S. contractors include
' ge a&:pr.opriate audit and examination of records clauses as specified in the Federal Acquisition
gulations. :

d. The Recipient Agency shall ensure, by hzlpi)ropriate written arrangenients with aid

recipients, that such USAID-financed assistance s

! be subject to audit and inspection by
authorized U.S. Government ofﬁcxal_s.

H. AMENDMENTS AND MODIFICATIONS

1. Implementation letters may be used to record mutually agreed upon adjustments to Annex
A (Program Description) or to Annex B (Financial Plan and Budget) without formal amendment
to this z:;grge.ment: In addition, USAID, from time to time may issue implementation letters to
furnish additional information about matters addressed in this Agreement. Implementation letters
shall not be used, however, to modify the Schedule or Annex C (Standard Provisions) of this
Agreement or to increase the amount of funds obligated under this Agreement. Such changes
shall only be accomplished through formal amendment of the Agreement. :

2. This Agreement may be amended, modified or canceled upon the ﬁmtual, written
agreement of both parties.

I. AUTHORIZED REPRESENTATIVES.

For all purposes relevant to this Agreement, the Recipient Agency will be represented
by the individual identified in Block 13A or the individual holding or acting in the same office,
and USAID will be represented by the individual identified in Block 13B or the individual
holding or acting in the same office. Each party may, by written notice to the other party,
designate additional representatives, who shall serve as representatives for all purposes specified
in such notice. The Recipient Aienc and USAID hereby designate as additional representatives
the persons named in Blocks 12A and 12B, respectively, who may exercise all powers under this
Agreement other than amending, modifying or canceling the Agreement. USAID may accept
as duly authorized any instrument signed by representatives of the Recipient Agency until receipt
of written notice of revocation of their authority.
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J. INTERNATIONAL TRAVEL

1. Except as USAID may otherwise agree in writing, all ti'avel financed under this
Agreement shall be subject to the Federal Travel Regulations.

2. Except as USAID may otherwise agree in writing, travel financed under this Agreement
to all international destinations shall be subject to United States Embassy or USAID Mission
clearance in accordance with guidance issued from time to time by USAID. The Recipient
Agency is hereby advised that in some instances, several weeks’ advance notice may be required
in order to obtain the necessary approvals for certain international destinations. Accordingly,
the Rem&xent Agency shall advise USAID in Washington of proposed international travel at least
six weeks in advance if possible.

K. INELIGIBLE COUNTRIES.
Except as USAID may otherwise agree in writing, funds provided under this Agreement

will only be expended for services to be provided by the Recipient Agency in connection with
USAID’s Ukraine Export Credit Insurance Facility.

" ENI 632() IAA Form Dated 1/10/95 -12-
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U.S. AGENCY FOR

INTERNATIONAL : Am . l ' 1%5

DEVELOPMENT .

ACTION MEMORANDUM FOR THE DEPUTY ASSISTANT
ADMINISTRATOR FOR PROGRAM OPERATIONS, ENI
FROM:

SUBJECT: Economic Restructuring and Financial Sector Reform Project (110-0009):
' Amendment No. 4 - USAID Ukraine Export Credit Insurance Program

ISSUE: - We require your approval on the following actions:

1) to authorize an amendment to project 110-0009 to finance a program of short-term
export credit insurance for agricultural-related inputs to Ukraine. The new life of
project (LOP) total will be increased by $30 million, with the new LOP funding
totalling $160 million. All other budget items covered under ‘Amendment No. 3,
totalling $130 million, remain the same. The Project Assistance Completion Date
(PACD) will be extended through September 30, 1998 to allow for the completion of
project activities under the Ukraine Export Credit Insurance Program.

2) to invoke the authority of Section 498B (j) of the Foreign Assistance Act of 1961,

as amended, (the FAA) to enable the Export-Import Bank of the United States :
(EXIM) to apply its own statutes, regulations, policies, and procedures in carrying out
this program on behalf of USAID notwithstanding any statutes and regulations
applicable to USAID which are inconsistent with or contmry to EXIM statutes,
regulations, policies, and procedures.

BACKGROUND and DISCUSSION: The purpose of the Economic Restructuring and
Financial Sector Reform Project 110-0009, under which the Ukraine Export Credit Insurance
Program will be funded, is to support the transformation of New Independent States’
command economies into market-based economies. The purpose of the $30 million dollar
Export Credit Insurance Program is to leverage over $130 million in export financing to
guarantee exports of US agricultural inputs (seeds, fertilizer, herbicides, pesticides, and
agricultural equipment) to Ukraine. The US Government and US agribusiness suppliers will
develop a public-private partnership to foster economic growth both in the US and Ukraine.

320 TWENTY-FIRST STREET, N.W,, WASHINGTON, D.C. 20523
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This increase in LOP funding does not changé the project focus of the project’s major
components: fiscal sector, financial sector, and market environment. It simply includes
anticipated project costs for the Ukraine Export Credit Insurance Program.

The Economic Restructuring and Financial Sector Reform Project 110-0009, under which the
Ukraine Export Credit Insurance Program will operate, was authorized on June 1, 1992 at
$18 million. It was amended on March 19, 1993, raising the LOP funding to $77 million
and to expand activities in fiscal reform, adding a new component in the market
environment. It was amended again on June 2, 1993 and LOP funding was increased to
$130 million. On January 6, 1994, the project authorization was amended for a third time.
This amendment extended the PACD from June 1, 1996 to June 1, 1997 and added a new
component for investment and trade. ‘ '

It is proposed that the Ukraine Export Credit Insurance Program in the Ukraine, as described
in the attached Program Description, be authorized under the Economic Restructuring and
Financial Sector Reform Project, and that the Economic Restructuring and Financial Sector
Reform Project Authorization be amended to reflect increased LOP funding and extension of
the PACD from June 1, 1997 until September 30, 1998 which will allow for the completion -
of this Ukraine Export Credit Insurance Program activity.

Ukraine has an immediate need for agricultural inputs to ensure that this year’s harvests will
be bountiful. President Kuchma has stressed that increased productivity in this year’s harvest
is urgently important for the country’s entire economy. US agricultural firms have a large
number of potential clients in Ukraine, but cannot provide the needed products because
EXIM cannot provide its programs to a country with Ukraine’s current credit rating. A
formal review has begun to upgrade Ukraine’s credit rating, but will not be finished soon
enough to affect this year’s crops. Ukraine also requires substantial balanceof payments
support which only US leadership can ensure.

Because of the urgent nature of Ukraine’s agricultural needs and the lack of regular EXIM
programs, this interim facility provides the best opportumty to get needed agncultural inputs
to Ukraine in time to make an impact on this year’s harvest.

NOTWITHSTANDING: Because of the urgent and immediate need to establish the Ukraine
Export Credit Insurance Program, as well as the program’s essentially commercial nature,
we are requesting that you invoke "notwithstanding” authority under Section 498B (j) of the
Foreign Assistance Act of 1961, as amended, to waive and suspend all statutes and applicable
regulations, under USAID programs, including USAID’s Environmental Procedures (22
CFR 216). Instead, the EXIM will execute and enforce its own environmental regulauons to
implement the Ukraine Export Credit Insurance Program.

ENVIRONMENTAL CONSIDERATIONS: However, in recognition of the environmental
significance of some of the likely export commodities, such as fertilizers and pesticides,
USAID will undertake a series of parallel efforts to assist private agribusinesses and
government agencies in the Ukraine to properly manage and control the transport, storage,
and use of agricultural chemicals. These efforts will include: (1) collection of product and



related information from exporters (by use of an environmental questionnaire to be included
in EXIM’s application package); (2) the immediate commissioning of an environmental
review of pesticide use and regulation issues in the Ukraine; and (3) development of both
short-term and long-term program activities, to be carried out by USAID based on the
findings of that review. These future program activities will be designed to foster sustainable
agricultural chemical use practices which achieve improved agricultural performance
consistent with human health and environmental quality improvement objectives.

IMPLEMENTATION ARRANGEMENTS: Using authorities within the fiscal year 1995
Appropriations Act, the FREEDOM Support Act, and the FAA, USAID will fund export
credit insurance to support US agricultural exports to Ukraine. USAID will work with
EXIM to issue the insurance and require the Government of Ukraine to provide a sovereign
guarantee on all transactions for which it will provide insurance. To cover the US risk,
USAID will pay into the Treasury Department’s federal financing account an appropriate
subsidy, up to a total of $30 million in USAID funds. In case of default, the federal
financing account will pay claims by US exporters.

To manage the financial transactions operating under this program, the Office of
Management and Budget will establish program and financing accounts with Treasury. ENI
will then request a reapportionment from the existing NIS account to the new Treasury
program account. ENI/PCS/B will forward, through Management Bureau’s Budget Office to
OMB, the request for reapportionment from the NIS account to the program account. This
involves requesting a decrease in the NIS account and an increase in the Treasury program
account. The two requests will be prepared simultaneously. Once funds are reapportioned,
the program account must be tracked by two different categories: (1) subsidies and (2)
administrative costs for the program. The financing account will be established
simultaneously with the program account. The purpose of the financing account is to pay
claims arising from defaults. ' '

As guarantee commitments for specific export transactions are cleared and signed in
USAID’s Financial Management Office/Loan Management Division (FM/LMD), a
simultaneous reservation and obligation is recognized. A liability is assumed at that point
and funds are obligated in the program account. Perfection of the contract is assumed by
receipt of the insurance premium from the exporter. This triggers the outlay of the subsidy
obligation from the program to the financing account. Also deposited into the financing
account are premiums paid by exporters. Reservations and obligations for the administrative
costs will be recorded in the program account including program oversight, contracts for
audits, and other miscellaneous documents such as travel authorizations, as necessary.
Payments for these expenses are made directly from the program account.

Payments will be triggered through EXIM provisions of notification to USAID/FM/LMD of
a default by the importer. FM/LMD will arrange for payment through Financial
Management/Cash Management and Payments Office (FM/CMP). Simultaneously,
notification of the payment for default will be made by EXIM to the Government of Ukraine

~ at the time the claim is forwarded to USAID by EXIM. Follow-up to ensure reimbursement

by the Govemnment of Ukraine will be the responsibility of FM/LMD.
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Several concerns were raised and addressed on this program. First, it was claimed that the
IMF does not count short-term export financing balance of payments support. This claim is

. wrong and we have confirmed our contribution with the IMF. Second; concerns were raised

over Ukraine’s repayment ability within the original 360 day repayment terms and the ability
to affect this year’s planting season. This has been met by extending the repayment period to
540 days, which also allows for sales of agricultural inputs for next year's planting season.
‘l'hird, because of extraordinary requirements of time, the program’s importance and
uniqueness, the desire to make the program mirror normal EXIM insurance programs as
closely as possible, and after consultations with the Management Bureau, it was .
recommended to invoke *notwithstanding® authority and specify that USAID would substitute
EXIM’s regulations in favor of USAID’s. EXIM'’s regulations are considered more
appropriate for the commercial nature of this program.

It is anticipated that USAID/Kiev will rely on support from the Office of the General
Counsel and ENI/ED concerning the review and approval of conditions, covenants, and other
project implementation matters which may require legal or technical reviews not otherwise
available to the USAID Mission. '

CONGRESSIONAL NOTIFICATION: The Congressional Notification (CN) was sent to
Congress on March 17, 1995. This program has been thoroughly vetted with Congress.
Two Congressional holds placed by the Senate and House Appropriations Committees have
been lifted. Particular Congressional concern stemmed from repeated calls by the
Government of Ukraine and the Ukrainian-American community for the immediate opening

~ of the EXIM in Ukraine for medium and long-term credits. The US Government explained

that this is not possible under current law and credit risk review, but the proposed program
will help build the positive credit history Ukraine needs for its credit rating to improve
enough so that EXIM can re-open short-term financing. With good repayment, the terms
could ultimately open to medium and long-term. The extension of this program from 360 to
540 days also addresses this concern.

AVAILABILITY OF FUNDS: A total of $30 million is to be made available for this
Ukraine Trade Credit Insurance Program and will be obligated within the newly authorized
PACD of September 30, 1998.

RECOMMENDATION: Based on the foregoing, we recommend that by signing below,
you: S

1) approve the short-term single-buyer trade credit insurance program proposed for
the Ukraine with an estimated LOP Funding of $30 million to establish the Trade
Credit Insurance Program as described in the Program Description;

2) amend the Economic Restructuring and Financial Sector Reform Project (110-0009)
by increasing LOP Funding by $30 million and extending the PACD from June 1,
1997 until September 30, 1998 which wﬂl allow for the completion of this project
activity; :

(1



3) invoke the authority of Section 49815 () of the FAA, to enable EXIM to apply its

own statutes, regulations, policies, and procedures in carrying out this program on
behalf of USAID notwithstanding any statutes and regulations applicable to USAID
which are inconsistent with or contrary to EXIM statutes, regulations, policies, and

procedures.

ATTACHMENTS:

Attachment A:
Attachment B:
Attachment C:

Attachment D:

—

Approved: _%?MJ

Disapproved:

Date: %@V( r2, /95

Program Description

Project Authorization Amendment No. 4

Guarantee Providing a Government of Ukraine Sovereign
Guarantee

Action Memorandum for Administrator Atwood
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U.S. AGENCY FOR
INTERNATIONAL
DEVELOPMENT

MEMORANDUM FOR THE RECORD

SUBJECT: USAID Procedures for Processing Applications Under the
Ukraine Export Credit Insurance Program

DATE: October 24, [REVISION]

The procedures outlined below represent the combined efforts of
" several offices involved in the processing of applications
including ENI/PD, ENI/PCS/B, ENI/ED, M/B/RA, G/EG/CI and
M/FM/LMD. Once actual processing of the applications begin,
modifications will be made as necessary.

1. An application is received by the U.S. Eximbank (Eximbank),
who will forward a copy to USAID (ENI/ED/AG) for initiation
of its review and clearance process. Eximbank will process
the application following its standard procedures and in
accordance with the terms and conditions of the Inter-Agency
agreement with USAID. Eximbank's review process should be
completed within three days of the receipt of the
application.

2. Upon completion of its review, Eximbank will forward a
letter of recommendation with accompanying documentation,
which will include a brief discussion of the factors behind
its decision for USAID's records, to USAID (ENI/ED).

3. The established ENI Bureau Review Cémmittee, consisting of
representatives of ENI/ED/AG, ENI/NCA/WN and ENI/EEUD/ENR
will analyze each application's appropriateness and

acceptability from the agricultural input and environmental
perspectives.

4. Applications which the Review Committee recommend for
. approval, on receipt of the recommendation from Eximbank,
will be held until such time as an offer on sovereign
guarantee is recieved for the subject transaction from the
government of Ukraine.

320 TwWeNTY-FIRST STREET, N.W,, WasHINGTON, D.C. 20523
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Once an offer of Ukrainian sovereign guarantee has been
recieved for an appication, relevant information will be
forwarded to G/EG/CI for calculation of the subsidy cost,
and cleared by M/FM/LM, M/B and approved by the CFO, after
which reservation of the necessary funds in the accounting
system will be done by ENI/PCS/B. The package will be then
be forwarded to the Director, ENI/ED, for approval of the
application. '

If USAID's Review Committee (see para 3) recommends
disaproval of a Ukrainian approved application, a memorandum
to this effect will be faxed to Eximbank and to USAID/Kiev
once signed by the Director, ENI/ED. Pertinent details of
the disapproved application will be forwarded to the Ukraine
Eximbank and the Ukraine Ministry of Economy for information
only.

Following its review and approval, the Ukrainian Eximbank
will submit a Guarantee of Letter of Credit to U.S..
Eximbank, which will forward a copy of this guarantee to
USAID (ENI/ED). Upon receipt of these documents, ENI/ED/AG
will forward the final memorandum of approval to the DAA/ENI
for signature. This signature will serve to obligate the
USAID funds. ‘ '

Once signed, the original documentation will be forwarded to
M/FM/LMD to record the obligation of the subsidy in the
program account. , . ) ' :

A copy of the signed document will also be faxed to Eximbank
who, as USAID's agent, will issue a binding commitment on
the transaction-valid for up to 90 days. Exim Bank will then
forward to M/FM/LM a copy of the 90 day commitment. binder.

The exporter will make payment of a non-refundable premium
to USAID. 4

M/FM/LMD will notify Eximbank of receipt of the premium.
Eximbank will then issue an insurance policy on the
transaction. Premium payment must be made prior to the
expiry date of the commitment.

Once issued, the policy is non-cancelable by USAID.

M/FM/LMD will outlay the subsidy from the program account to
the financing account effective the date of the insurance
policy.

Eximbank, following issuance of the insurance policy, will
forward to M/FM/LM the original documentation of the
transactions, including, but not limited to, the 90-day
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commitment document and the insurance policy with its
attached endorsements.

ADMINISTRATIVE EXPENSES:

1. Reservations and obligations for the administrative costs
will be recorded in the program account based upon the
Inter-Agency Agreement, as well as contracts for audits and
other miscellaneous documents such as travel authorizations,
as necessary. Reservation of funds will be made as
documents are cleared through ENI/FS and M/FM/LM.

- Obligation will subsequently be recorded by M/FM/LMD when
obligations are executed. Payments for these expenses are
made directly from the program account.

CONCURRENCE: _

ENI/PCS/B:KSimpson___ DRAFT . Date_10/24
ENI/ED/EG:CUphaus DRAFT. Date_10/24
ENI/NCA:SGrossman DRAFT Date_10/27
M/B/RA:BBowlesbey, DRAFT Date__11/6
G/EG/CI:LRassetti_ DRAFT Date_10/24
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Date: 6/14/95
To: Mary Ann Walker, AID
From: Thomas Fitzpatrick,ExiuxE%k(;

RE: Application review under the AID/Ukraine Insurance program

Applications submitted to Exim under the referenced insurance
program will be reviewed under the following criteria:

1) COMPLETENESS OF APPLICATION

A determination will be made as to whether the applicant properly
filled out the application. If certain questions were not
completed or the applicant provided unclear responses on
significant items on the application, Exim will contact the
applicant to get the necessary information. Such a review will
also include a determination as to whether the products are
listed in Annex A to the application and whether the Disclosure
Certificate (Annex C) was properly filled out. Unless requested by
AID on a specific case,Exim will generally not make a
determination on the completeness of responses to the
Environmental Information Document (Annex B of the application).
Eximbank will not be required to review or comment on the
validity and enforceability of letters of credit, shipping
documents or other pertinent documents relating to the .
transaction during the application stage. This information would
only be reviewed in the event of a claim. .

2) SCOPE OF EVALUATION

Exim will prepare a report addressing the acceptability of the
applicant as an AID insured based on our evaluation of the
application and any supporting information submitted with the
application. Comment and recommendationa on the acceptability of
a particular applicant will be based on the applicant’s responses
in the application as well as the following:

A) Reputation of the applicant based on relevant credit
information contained in the credit agency report submitted on
the applicant.

B) An appropriate credit assessment will be made on the
financial condition of the applicant based on their current
financial statement. Where appropriate, Exim will follow-up with
the applicant for clarification of any unusual or unexplained
items on the financials. The purpose of such an analysis would be
to determine that the applicant is financially viable and that we
can reasonably be assured that based on their financial
condition that the applicant can perform under the contract with
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the buyer.

C) If applicable, under certain cases, Exim will utilize relevant
information in its own files on an applicant as an additional
source of background information on the applicant.

P
D) Exim will forward a copy of the complete applicatiodﬁwith oux
report within a reasonable time of jts submission to Exim and
await AID’s response to the request. Exim will assist AID in
providing any additional information AID may require on a
specific case. AID will make the final detexmination on whether
the application should be approved after they consult with the
appropriate authorities in the Ukraine on their willingness to
include the transaction under the program.

E) Once Exim raceives a clear written response from AID on the
disposition of a particular application, Exim will promptly
notify the applicant of the final decision. If the application is
approved, Exim will issue the appropriate formal AID Commitment.
If premium is paid during the Commitment period, Exim upon
appropriate notification from AID that the premium was received
will issue the AID policy to the insured. Exim will continue to
address any questions that may arise in relation to the coverage
afforded and consult with AID as needed.

CC Comiskey
Tinsley
Lubetzky

v
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APPROVAL MEMORANDUM FOR THE UKRAINE
EXPORT CREDIT INSURANCE PROGRAM

Pursuant to the Authority delegated to the Director, ENI/ED, in the
Delegation Memorandum dated xxxxx, you have been requested to
approve the guarantee by the United States Agency For International
Development to the below mentioned company [NAME,  ADDRESS,
CORPORATE STATUS, Telephone, FAX], hereafter referred to as the
exporter/applicant (application attached), for repayment of credit
advanced for the purchase of U.S. source origin goods.

The guarantee will cover the sum of Dollars XXXXX, issued as a
Letter of Credit by the Ukrainian Bank [NAME, ADDRESS] payable to
the exporter/applicant.

Applications by the exporter and Ukrainian importer have been
reviewed by the U.S.EX-Im Bank, acting as agent for U.S.A.I.D., by
the Ukrainian EXIM Bank and by U.S.A.I.D.'s committee set up for
. purposes of overseeing and managing the guarantee facility. As
part of the criterion for final acceptance, a sovereign guarantee
has been issued by the GOU, after review of the application.

Based on review of the application by the U.S.Ex-Im Bank and
U.S.A.I.D.'s facility committee it is recommended that you

[APPROVE] or [DISAPPROVE]
of the proposed guarantee.

[BRIEFLY STATE REASON]

Approve

Disapprove .

7



