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PROJECT SUMMARY

I. BACKGROUND

On September 29.1994. the Ministry of Planning (MOP) advised USAID
of its intention to establish an export credit guarantee facility (ECG) in the Jordan
Loan Guarantee Corporation (JLGC) and requested USAID to provide funding for
technical assistance to evaluate their intended approach .

USAID provided resources for a feasibility study in the spring of 1995. The
objective of the study was two fold: to evaluate the feasibility of establishing an
export credit guarantee facility in Jordan and to design a technical assistance
program for such a facility to be housed at the JLGC. The study indicated that
there was a need to improve access to export finance facilities in Jordan,
particularly for micro and small enterprises (MSEs). It also concluded that an
ECG can provide improved access by two means: through the issuance of
guarantees to banks which in tum encourages them to extend credit to Jordanian
exporters to finance the pre-export phase of the export cycle; and following
shipment, through the issuance of guarantees to exporters to protect against the
risk ofnon payment by overseas buyers caused by commercial or political events
in the country of the buyer. In this latter instance access to finance is improved
because of the credit enhancement afforded by the guaranteeby JLGC. Jordanian
and foreign banks operating in Jordan will be more favorably disposed to
discounting foreign receivables guaranteed by a well capitalized Jordanian
corporation than discounting foreign receivables not backed by such guarantees.
Given current circumstances. the study concluded that the JLGC is the most
appropriate entity in Jordan to carry out these two functions, primarily because its
current role of providing working capital loan guarantees to banks funding
Jordanian MSEs is similar in many respects to the extension ofguarantees to cover
pre-export credits provided by banks to Jordanian exporters.

On July 3. 1995 . the Central Bank of Jordan (CBJ) officially informed
USAID that JLGC's Board of Directors had decided to establish an export credit
guarantee facility on October 1. 1995 . In the same letter USAID was informed
that JLGC's capital will be increased from JD 7 million to JD 10 million to support
the undertaking. In consecutive meetings with MOP and CBJ , USAID proposed
conditionally, and subject to later confirmation in writing, to reimburse CBJ an
amount of $ 2.5 million towards increase in JLGC's capital provided that such
funds would only be .used to support MSE's.
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II. TASKS PERFORMED BY FWA

On January 7. 1996. First Washington Associates commenced a six week
consulting assignment to assist JLGC in launching the pre-export guarantee aspect
of the program. The requirements for First Washington to complete this
assignment included drafting a Guarantee Agreement, Operations Manual, Credit
Evaluation ManuaL Claims and Recoveries Manual and Operational Guidelines
for Banks. Other responsibilities included assisting with the drafting of a
Marketing Strategy, providing a MIS Scope of Work, a Training Scope of Work
and a sample report to be filed by JLGC quarterly with AID describing activity
under the Pre-Export Guarantee Program (PEGP).

The essence of each of these volumes is as follows:

A. Guarantee Agreement and Addenda: This volume will serve as the operating
agreement between JLGC and each bank for the conduct of the PEGP. The
Guarantee Agreement outlines the responsibilities of both parties from the
inception of an application for coverage to the completion of the claims and
recoveries process. The addenda includes sample form for guarantee
applications. past due loan reports. forms for reporting on guarantees in force,
claims forms, and letters of commitment. etc. The sample forms are not
repeated in the other volumes of this report. although they are referred to, and
JLGC should include them as appropriate prior to distributing them to its
managers and staff.

B. Operations Manual: This volume describes the internal procedures for the
JLGC to follow in conducting the PEGP. These include:

1. Processing applications from a bank for guarantee coverage. Among the
steps described here is the completion ofthe check list for compliance with
AID Use of Funds Policies.

2. Processing reports from a bank regarding guarantees in force. These steps
include the quarterly report indicating volume under the PEGP, the
monthly report of outstandings, the monthly report on past due loans, the
monthly report on defaulted loans for which JLGC has paid coverage
amounts and the report which is filed by a bank each time a guaranteed
coverage is fully paid off.

3. Processing claims requests. Among other things this section describes the
preparation of a Defaulted Loan Memorandum and involves all steps
through the completion of any recoveries.

4. Processing the payment of guarantee fees by a bank. This section shows the
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correlation with (2) above involving the reporting on guarantees in force.

5. A separate section is devoted to Guarantee Portfolio Risk Management.
Subjects included here involve maximum contingent liability, exporter
exposure limit. maximum exposure in any sector. guaranteed percentage,
policy changes. investment policy, reserving policy, objectives to take
under consideration when setting premium rates and other matters in these
regards.

6. A separate section is devoted Marketing. Subjects included here involve
goals ofthe PEGP program, objectives ofthe marketing program, strategies
of the marketing program. program responsibilities. direct contacts with
bankers and exporters. negotiating the Guarantee Agreement and the role
of marketing in guarantee administration.

C. Credit Evaluation Manual: The major sections of this volume include an
overview ofcredit evaluation, security, financial analysis and use of financial
statements, exporter underwriting procedures, key underwriting issues and
approval authority for guarantees and claims. A Guarantee Questionnaire is
included so as to facilitate the underwriting process.

D. Claims and Recoveries Manual: The major sections of this volume include
delayed payment. claims. recoveries and write-offs.

E. Operational Guidelines for Banks: This provides a complete description for a
bank in order to understand and use the PEGP. It follows the flow of the
Guarantee Agreement thus describing the responsibilities ofboth JLGC and the
bank. It discuses the filing ofall paperwork including the application process,

.. repmting .oil-guarantees inforce~claiiItS -proeess;and payment of required ­
guarantee fees. A discussion of all requirements involved with lending
procedures is included. This section describes qualified borrowers, qualifying
loans. non-qualifying loans. guarantee ratios, financial analysis, method of
repayment and rescheduling of maturities.

F. Marketing Strategy: This describes the process for marketing the PEGP to
banks and exporters. It provides some budget information, discusses the use
of seminars. the use of Jordan Export Development Corporation's (JEDCO)
mailing list and the use of a quarterly fax to the Jordanian export community
discussing various aspects of the PEGP.

G. Scope ofWork For MIS Requirements: This volume provides an information
technology strategy. For each business operation it identifies the information
systems requirement and provides a description of same. It looks at
information technology architecture and discusses a number of existing and
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emerging technologies that should be taken into consideration during the
development and procurement of the JLGC information systems. It also
prioritizes the information systems requirements and estimates some time
frames for instituting the various systems.

H. Scope of Work For Training Needs Assessment: This volume describes the
organizational structure of JLGC and states the task as determining what
training needs are required for the staff, where that training is to take place and
the cost to complete the identified training needs.

1. Quarterly Report From JLGC to AID Describing Activitv Under the PEGP:
This report will take the form of a letter and will include the following:

1. Comments on volume of new loans.
2. Comments, as appropriate, on volume ofrejected loans, repaid loans

and projected loans for the next quarter.
3. A list identifying those loans during the quarter which

finance imports and this list would include the country where import
originated.

4. A list of product type for each loan during the quarter.

Accompanying the letter each quarter will be a copy ofForm 203 from each
bank which identifies the new loans for the quarter which have been guaranteed
by JLGC.
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III. MARKETING ACTIVITIES

Part of the Scope of Work required First Washington to participate, as
appropriate, in the marketing ofthe PEGP. The following calls were made in this
regard:

MarwanAwad
General Manager

·1'v1iddle East Investment Bank

Mohammed Qassim
Deputy General Manager
Bank of Jordan

Adnan Ahmad Sallakh
General Manager
Export and Finance Bank

Eyad Kodah
Economist
Export and Finance Bank

Jawad Hadid
Deputy Chairman
,Arab Banking Corporation

Moh'd Yaser AI-Asmar
General Manager
Jordan Kuwait Bank

Tawifiq A/Q Mukahal
Executive :'\'lanager
Jordan Kuwait Bank

Zakaria M. Kawasmi
Credit Manager
Jordan Kuwait Bank

Mufleh Akel
Senior Manager
Arab Bank
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Wasef Azar
Deputy Chairman
The Business Bank

Issa Shukri Khoury
Assistant General Manager
The Business Bank

Sami Gammoh
President
United Group

Muhyeddin AI-Jamal
Chairman
Global Carpet and Rug Industries

Tarek Zubi
Chairman
Adritec
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IV. TRAINING ACTIVITIES

Another part of the Scope of Work required First Washington to provide
initial training to JLGC staff regarding the PEGP. The following sessions were
conducted in this regard:

A. January 16, Marketing Division, Discussed Planning of Strategy - 1 Hour
Discussion.

B. January 20, Loan' Guarantee Division. Discussed Analyzing Financial
Statements - 1 Hour Discussion.

C. January 21, Export Credit Guarantee Division, Discussed General
Parameters ofPEGP - 2 Hour Discussion.

D. January 23, Marketing Division, Discussed Planning of Strategy - 1/2 Hour
Discussion.

E. January 24, Loan Guarantee Division, Discussed Analyzing Financial
Statements - 1/2 Hour Discussion.

F. January 24, Export Credit Guarantee Division, Discussed Processing
Applications and Attachment B From AID Letter - 2 Hour Discussion.

G. January 25, Export Credit Guarantee Division, Discussed Processing
Applications and Attachment B From AID Letter - 1 Hour Discussion.

H. January 28. Export Credit Guarantee Division, Discussed Marketing of
PEGP - 1 Hour Discussion.

1. January 29, Marketing Division and Export Credit GuaranteeDivision,
Discussed Marketing ofPEGP - 1/2 Hour Discussion.

."
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V. ASSIGNMENT OF SHORT TERM ADVISOR

First Washington recommends AID provide JLGC with a short term advisor
for three to six months to support in the launching of the PEGP. This advisor
would assist in the conduct of all actions resulting from the AID technical
assistance thus far. This would include but not be limited to the following:

A. The development of relationships with the participating banks under the
Guarantee Agreement.

B. Processing and approving applications from the banks for guarantee
coverage.

C. Applying the procedures for administration of guarantees in force and the
payment of guarantee fees by the banks.

D. Applying the procedures for overall monitoring of the program
including the quarterly reporting to AID.

E. Marketing the PEGP to the export community including a participation in
seminars and workshops.

F. Conducting in-house training in support of the designed training
program.

G. Implementation of the Credit Evaluation guidelines developed for the
program.

H. Implementation of the Scope of Work for MIS.
1. Implementation of the Training programs developed under the Scope of

Work for Training Needs Assessment.
. J. Implementation of the concepts contained within the Guarantee

Portfolio Risk Management section of the Operations Manual.

The timing of this person's arrival at JLGC can be additionally important
to the creation of a post-shipment program in support ofJordanian exports. At this
juncture JLGC anticipates offering a post-shipment program towards the end of
1996. This means beginning the planning process and the training program for
such a facility in mid-1996. Thus if this AID supported technical advisor could
come to JLGC in approximately June of this year, said advisor could serve the
dual purpose of assisting in the initiation ofthe pre-export guarantee program and
the planning of the post-shipment program. It is thus recommended that if AID
approves this advisory position that a start date of June, 1996, be the targeted
timing for commencement of the function.

.'
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I. PRE-EXPORT CREDIT GUARANTEE AGREEMENT

This Agreement, made this __ day of__, 199_

By and Between:

1.

2.

Jordan Loan Guarantee Corporation whose address is at P.O. Box 830703, Amman
11183, Jordan represented by its Director General (hereinafter referred to as '"JLGC") of
the one part, and

whose address is at .
Represented by .
(Hereinafter referred to as "Second Party" and/or the "Bank")
of the other part,

WITNESSETH

Whereas, the Second Party is a financial institutionJbank fully licensed to grant loans in Jordan;
Whereas, JLGC is in the business of providing guarantees to licensed Jordanian financial

institutions extending credit to small and medium size Jordanian businesses engaged in
exporting goods from Jordan:

Whereas, JLGC, now therefore, wishes to provide guarantees for working capital loans which
are granted by licensed Jordanian financial institutions in support of productive export
projects in Jordan;

And Whereas. the Second Party has been chosen to be one of the said financial institutions and
has agreed to enter into an agreement to govern the relationship with JLGC with respect
to the said guarantees;

NOW, THEREFORE, the Parties hereto hereby agree as follows:

Article (1)
Preamble

The preamble hereto shall constitute part and parcel hereof.

Article (2)
Scope and Obligations of JLGC

a. Subject to the terms of the Article 5 below, JLGC agrees to allocate a specific ceiling
(hereinafter the "Guarantee Ceiling"), to be determined by JLGC and notified in writing
to the Second Party upon signature of this Agreement, for the total value of guarantees to
be provided by JLGC to cover the risks associated with qualified loans granted by the
Second Party to qualified borrowers as set out in Addendum A of this Agreement. It is



clearly understood by the Parties that JLGC has the right to reject any loans submitted to
it by the Second Party in accordance JLGC's general internal policy and the Second Party
may not contest same for any reason whatsoever.

b. JLGC shall have the right by a simple notice in writing to refuse to guarantee any new
loans should its economic or financial condition or future plans require taking such a
measure.

c. Subject to the provisions of Article 6 below, with respect to any guarantee that JLGC
issues in accordance with the procedure set out in Addendum A, JLGC agrees to pay the
amount of the guarantee within three month (3) from the date of receipt of the Second
Party's request for the payment thereof after the lapse of the Default Period of the Loan
set out in Article 6 (a) below.

d. JLGC shall provide the credit officers of the Second Party free-of- charge with the
necessary training on the lending and management procedures of the loans granted to the
export sector.

Article (3)
Obligations of the Second Party

The Second Party agrees to :

a. Receive and evaluate Loan applications and in so doing adhere to the then prevailing
usual banking credit evaluation criteria. The Second Party shall take into consideration
the borrower's reputation. character, financial position and ability to meet its obligations
as well as any other factors relevant to the decision whether to grant the Loan; it being
clearly understood by the Second Party that JLGC shall have the right to make
recommendations and remarks in that regard;

b. Assist potential borrowers in evaluating their projects and in preparing the necessary
information with respect to the application such as financial statements and cash flow
projections;

c. Unless the Parties otherwise agree in writing, take all the necessary measures which
guarantee the repayment of the Loan including life insurance on the borrower or
insurance on the project in question for an amount equal to the full outstanding balance of
the Loan plus interest. The said insurances shall continue to be valid throughout the term
of the Loan;

d. Insert a text in the Loan agreement with the borrower in which the Second Party shall
have the right to assigned to JLGC all of its rights under the said Loan agreement;
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- e.----Fully-adhere-to-thetermsoftheLending Procedures set out in Addendum A of this
Agreement which is considered an indivisible part hereof;

f. Obtain information from JLGC on the borrower before moving ahead with
implementation procedures by submitting a complete Form 201 (Addendum B);

g. Provide JLGC with a notification of the approval of the Second Party on granting the
Loan by submitting a complete Form 202 (Addendum C) giving the summary of the
Loan which was committed bv the Second Party within a maximum of seven davs. - -
from the date the Second Party's approval of the Loan;

h. Maintain (and allow JLGC to examine) a separate file for each borrower that includes all
information, statements and documents on the basis of which the decision for granting
the Loan has been taken as well as a detailed record of issues relating to the Loans and
developments thereon;

1. Perform office and on-location follow-up procedures on projects for which Loans have
been granted to ascertain that the Loan proceeds have been used for the approved
purposes and to monitor the progress and viability of the projects as well as work on the
collection ofthe Loan installments on their due dates, evaluate the ability of the borrower
to fulfill its obligations and follow up on the in-kind collateral and all other necessary
follow-up procedures; it being clearly understood by the Second Party the JLGC has the
rig1).t to evaluate and follow up itself on the said Loans;

J. Submit, within a maximum often days from the end of the relevant quarter or the month,
quarterly reports on Form 203 (Addendum D) detailing all the quarterly lending activities
of the Second Party and monthly reports on Form 204 (Addendum E) detailing the unpaid
;1 .. ,00 ; ?""I t""+t:"l 119"'Y"1o_+C".
u.~,.l\.... J..l.L'::)La.1J..U.l~111.':),

k. Provide and obtain, upon the request of JLGC, any other reports or information on the
borrowers covered by this Agreement;

1. Inform JLGC of any matters that may affect the ability of the Second Party to meet its
obligations in accordance with this Agreement;

m. Recruit and inform JLGC of the names of qualified employees to be responsible for the
management of the guaranteed Loans;

n. Nominate employees who will take part in the training courses offered by JLGC; and

o. Ensure that all third party guarantees of Loan guaranteed by JLGC include terms which
allow the Second Party to assign its rights thereunder to JLGC, taking into account the
outstanding liabilities of third party guarantee.

.,
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Article (4)
Guarantee Fees

a. The Second Party should pay to JLGC a minimum annual Guarantee Fee of 1.5% of the
Guarantee Ceiling allocated for the Second Party by the JLGC in accordance with Article
2(a) above.

b. The said Guarantee Fee shall be paid by the Second Party on March 31, June 30,
September 30 and December 31 of each year.

c. For the purposes of computing the said Guarantee Fee:

1. Any part of a quarter shall be considered as a whole quarter, and
2. Computation shall be made on the basis of the highest Guarantee Ceiling

allocated by JLGC within the quarter.

d. Should the Second Party fail to pay the Guarantee Fee within one (1) month of its due
date, then JLGC shall have the right, by a simple one week advance notice in writing, to
suspend its obligations under this Agreement, including its obligations with respect to
guarantees which were already used, for a period of two additional months. If at the end
of the said two month period, the Second Party is still in default of the payments under
this Agreement. then, without prejudice to its other rights in contract, law or otherwise,
JLGC shall have the right by a simple one week advance notice in writing to terminate
this Agreement.

e. If the Second Party wishes to enter into a new guarantee agreement with JLGC or if it
wishes to reactivate this Agreement after its suspension or termination. the Second Party
shall pay to JLGC any overdue Guarantee Fees together with a penalty equaling 1% of
the total overdue fees plus interest thereon throughout the delay period at a rate to be
determined in accordance with the prevailing interest rate on credit facilities.

Article (5)
The Guarantee Ceiling

a. JLGC shall have the right, by a simple thirty day advance notice in writing, to cancel the
unutilized portion of the Guarantee Ceiling at any time without giving the reason for such
a cancellation. JLGC shall reimburse the Second Party for the amount of any paid
Guarantee Fees in proportion to the canceled amount of the Ceiling and the remaining
period in the relevant quarter.

b. For purposes of computation of the unutilized portion of the guaranteed ceiling, the
obligations of the Second Party with respect to the unexecuted Loans shall be added to
the utilized portion of the Guarantee Ceiling.
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c. Should the unutilized portion of the allocated Guarantee Ceiling be canceled, the utilized
portion of the said Ceiling shall remain covered pursuant to the terms of this Agreement,
and any amendments, and its adenda that may be made thereto.

d. The Second Party shall have the right to request the reduction of its Guarantee Ceiling.
Such reduction shall be enforced as of the beginning of the quarter of the year following
the quarter during which the reduction was requested, provided, however, that the Second
Party shall have submitted the reduction request at least two weeks prior to the beginning
of the quarter during which the reduction will apply.

e. Increases of the Guarantee Ceiling can be made only by written agreement of the Parties
after mutual consultation and coordination.

Article (6)
Claims, Collections and Follow-up Under the Guarantees

a. Claims under any guarantee granted by JLGC pursuant to this Agreement may not be
submitted until the relevant Loan becomes a "Loan in Default". A Loan shall be
considered a "Loan in Default" if the borrower fails to pay the full amount of due Loan
installments for a period of 180 consecutive days.

b. In the event of the claim being submitted by the Second Party under any guarantee
hereunder. the following documents should be attached to the claim:

1. A photocopy of all statements and documents that evidence the efforts exerted for
the collection of such an amount.

J A photocopy of the Loan Agreement concluded between the Second Party and the
borrower.

3. A photocopy of the statement of account of the borrower.
.:+. Form 205 (Addendum F) properly filled out.
5. Form 2051 a (Addendum G) properly filled out together with all the documents

stated therein attached to the said form.
6. :\ny other documents requested by JLGC.

c. Before any claim under a guarantee is paid, the Second Party shall submit to JLGC
evidence that it has implemented the following:

1. Visits to the borrower's site;
J Full study of the borrower's financial position; and
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3. Collection procedures including, but not limited to,:
a) Sending claim letters, warning andlor notices to third party guarantors if

any;
b) Commencing legal action to foreclose on the borrower's equipment, third

party guarantees and other collateral;
c) Any other steps deemed necessary to collect due and unpaid amount of the

Loan.

d. The Second Party shall credit any guarantee proceeds which it receives from JLGC to a
separate account named "Security Against Credit Facilities". This amount can not be used
to offset any portion of the corresponding "Loan in Default" except after exhaustion of all
collection efforts, judicial or otherwise, against the borrower and third party guarantors.

e. The Second Party shall take any and all the legal, judicial and follow-up measures
necessary for the collection of the amounts due from the defaulting borrowers.

f. One year after the beginning of the 180 day default period, JLGC shall have the right,
either on its own or jointly with the Second Party, to commence any necessary collection
procedures against the defaulting borrowers. In such a case, the Second Party shall deliver
all documents relating to the said debts to JLGC as well a letter of assignment assigning
all of the Second Party's right under the Loan Agreement and third party guarantees to
JLGC.

g. Any amounts, including interest, collected from the defaulting borrower or as a result of
execution on collateral including third party guarantees, shall be distributed, within the
penod not exceeding three months from the date of their collection, between the Parties
in proportion to the agreed upon coverage ratio after deduction of any legal and court fees
incurred in connection with the collection.

Article (7)
General Provisions

a. Amendments: Except as provided below, this Agreement and its Addenda may not be
amended or supplemented in any manner except by an instrument in writing signed by a
duly authorized representative of each of the Parties.

b. Amendments bv JLGC: JLGC shall have the right to amend the Lending Procedures,
Guarantee Conditions and the Forms and Reports appended to this Agreement provided
that the proposed amendments are not in contradiction with the Articles of this
Agreement. The said amendments shall be enforced after thirty days from the receipt of a
written notification of that effect by the Second Party.

c. Dispute resolution: Any disputes that may arise between the two parties as a result of or
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in connection with this Agreement and its Addenda shall be settled in an amicable
manner. In the event an amicable settlement to that dispute is not reached, the dispute
shall be referred to arbitration to be conducted by a specialized arbitrator acceptable to
both Parties in accordance with the Jordanian Arbitration Law.

Article (8)
Terms & Termination

a. This Agreement shall be valid for one year from the first written above and shall be
automatically renewed for similar periods unless either party informs the other of its
desire not to renew one (1) month prior to the end of the original term or any renewal
thereof.

b. Expiration or non-renewal of this Agreement shall not affect the rights and obligations of
both parties with respect to guarantees which have been issued during its validity.

Article (9)
Entire Agreement

This agreement which consists of nine (9) Articles and nine (9) Addenda sets forth the entire
agreement and understanding of the Parties relating to the subject matter contained herein and
supersedes all prior discussions among the Parties, and none of the Parties shall be bound by any
previous agreements, negotiations, commitments or writing relating to the subject matter
contai~ed herein except as expressly provided in this Agreement.

IN WITNESS WHEREOF, the parties have caused this Agreement to be executed in
two counterpart originals by their duly authorized representatives on the date specified above.

For and on Behalf of
JLGC

By _

Name----------

Title----------

7

For and on Behalf of
Second Party

By _

Name---------
Title----------



II. ADDENDA TO THE PRE-EXPORT CREDIT GUARANTEE AGREEMENT

Addendum A
AddendumB
Addendum C
Addendum D
AddendumE
Addendum F
Addendum G
Addendum H
Addendum I

Lending Procedures
Form 201
Form 202
Form 203
Form 204'
Form 205
Form 205/a
Letter of Commitment
Letter of Denial

8
,



Addendum "A"
Lending Procedures

The Jordan Loan Guarantee Corporation will consider guaranteeing qualified loans to qualified
borrowers within certain limits as more clearly set out below. The fact that the loan and/or the
borrower meets the following criteria only qualifies it to be considered for a guarantee and the
Jordan Loan Guarantee Corporation (JLGC) has the right to reject guaranteeing any loan without
indicating the reason therefor.

1. Qualified Borrowers

a. If the Borrower is an individual, the Borrower must be a national or permanent resident of
Jordan. If the Borrower is a corporation or other business entity, it must be majority­
owned by Jordanian nationals or permanent residents of Jordan and/or corporations or
other business entities that are owned by such nationals or residents;

b. The Borrower must be 100% privately owned, controlled and operated;

c. The Borrower's principal place of business must be in Jordan;

d. The Borrower must be a "microenterprise., or a small business enterprise as defined
below. A microenterprise is a productive Jordanian individual or business whose
principal place of business and permanent residency is in Jordan with five or less full
time employees. with total assets ( excluding land, buildings, and equipment) not
exceeding the JD equivalent of$100,000. A small business is a productive Jordanian
individual or business whose principal place of business and residency is in Jordan with
fifty or less full time employees. with total assets ( excluding land, buildings and
equipment) not exceeding the JD equivalent of $250,000.

2. Qualified Loans

To qualify for consideration by JLGC, the proposed loan must:

a) Be up to a maximum limit of JD 100,000;
b) Be a short-term loan of 180 days - in exceptional circumstances JLGC might consider

loans with a term of270 days;
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c) Be used to finance any private productive export activity conducted principally in
Jordan and which is legal in Jordan.

d) Meet the Bank's general credit criteria for loans;
e) Have the Bank's then applicable market interest rate apply to it.

3. Non-Qualifying Loans

The following loans do not qualify for consideration:

a) Loans granted to the existing portfolios of the bank or for renewal and/or extension
thereof. However, on an exceptional basis, new loans extended to fonner borrowers
for the purpose of expanding existing operations shall qualify for guarantees;
additional credit to that already extended to the borrower's may be eligible for
consideration;

b) Loans for which the interest is collected up front;
c) Loans that are financed in whole or in part with subsidized funds from any source

whatsoever;
d) Overdraft facilities whether or not they meet the other qualifying criteria.

4. Guarantee LimitslRatios

Subject to the other Guarantee Agreement conditions being met, JLGC will guarantee the
risks associated with qualified loans to qualified borrowers approved by it up to seventy­
five percent (75%) of the total outstanding balance of the loan plus seventy-five percent
(75%) of any accrued interest thereon up to 180 days following the date of the last

_repayment installment made by the borrower; penalty interest or amounts payable on
default or for any other reason are not guaranteed.

5. Method of Repayment

Loans made under the JLGC guarantee may be repaid in monthly or quarterly instalments
in accordance with the cash flow analysis of the borrower's business. In this regard the
repayment of the entire loan amount at the end of the term of the loan is acceptable
depending on the cash flow analysis.

6. ReschedulinglExtensions

The Bank is required to obtain the approval of JLGC prior to rescheduling and/or
extending the maturity date of any guaranteed loan.

7. Procedure to be Followed bv the Bank

Upon receipt of an application for a loan which the Bank believes meets the JLGC .
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criteria for qualified loans and borrowers, the Bank shall follow the following procedures:

a. The Bank shall conduct a financial analysis of the borrower including an analysis of
the borrower"s:

1) balance sheet;
2) income statement;
3) cash flow statement;
4) operating budget; and
5) sources for loan repayments, including but not limited to, collateral and third

party guarantees,

to determine whether the borrower qualifies for a loan from the Bank under its normal
credit procedures without any guarantee from JLGC. Furthermore, the Bank shall
also make full credit checks on the borrower with other banks as well as with the
borrower's suppliers.

The results and methods of analysis shall be fully documented in the borrower's file
with the Bank.

b. The Bank shall submit to JLGC a completed Form 201 to inquire about the possibility
of obtaining a guarantee under the Guarantee Agreement and provide JLGC with the
necessary preliminary information.

c. \Vhen and if the Bank receives a preliminary "no objection" letter or fax from JLGC
with respect to the new loan, the Bank shall submit to JLGC a completed Form 202
providing all of the necessary information, including any information requested by
JLGC in its said fax/letter, for JLGC to consider whether a guarantee can be given
and attached thereto the borrower' s file.

d. If JLGC decides in its sole discretion to grant a guarantee, it shall so inform the Bank
using the Letter of Commitment Form indicating therein the amount of the coverage,
the tenor and other relevant information.

e. If JLGC decides in its sale discretion not to grant a guarantee, it shall so inform the
Bank by simple notice in writing.

11 I'



THE JORDAN LOAN GUARANTEE CORPORATION LTD.

Date .

Addendum (8) - Form (201)

Inquirv Application Form No ( )

Name of Bank I Financial Institution .

Messrs. The Jordan Loan Guarantee Corporation Ltd.,

Greetings,

Please be kind enough to provide us with the information available with you on whether the
under mentioned client has previously obtained loans from other banks pursuant to the loan risk
guarantee system; whether the proposed loan is acceptable for purposes of offering guarantees to
cover the risks of such a loan; and any other information which you deem relevant.

We fully understand that your reply to this inquiry by us is only for providing us with
preliminary information and does not constitute any commitment on your part.

Bank Signature

Name of the Borrower

Address of the Borrower

Nationality of the borrower I Nationality of the owner

Amount of the required loan

Purpose of the loan

Name of the owner I partners

(% of ownership)

12 ,.



Summarv of the Purposes ofthe Loan. the Financing Sources and the Guarantees in Kind

1) Type of activity:
(Principal place of business)
(How long has borrower been exporting)

2) Number of employees:

3) Purpose of the loan:
* Purchase of machinery, equipment and tools
* Financing of working capital

(Product or service involved) Describe Fully ­
* Others (To be specified)

Total:

4) Name and address of foreign buyer
(Identify bank reference for foreign buyer)

5) Is any portion of the loan to finance the purchase
of goods or services which are imported from a
foreign country? If so, state the foreign country
and identify whether the foreign supplier is 100%
owned by nationals of that foreign country.

6) Is any portion of the loan to finance the purchase
of goods or services from an entity in Jordan
owned 50% or more by a foreign government
foreign nationals or permanent residents of a
foreign country? If so, state what country.

7) Is any portion of the loan to finance the purchase of
goods or services to be used for the establishment of
an export processing zone or designated area where the
laws of the country do not apply?

13 ,



8) Assets:

(Provide balance sheet for past 3 years, if available)
* Cash
* Accounts receivable
* Inventory
* Fixed assets
* Other assets

9) Liabilities/ Net Worth:

* Loans from banks
* Other creditors
* Paid up capital
* Retained profits and current accounts of partners

10) , Income Statement
(Provide past 3 years income statement, if available)

Sales
Cost of goods sold
Gross Margin
Operating Expenses
Net Margin
Taxes
Net Income

14

Total:
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11) Other income sources for the owner/partners/guarantors:

12) Guarantees that may be provided:
Real Estate
Personal

Shares and Bonds
Machinery and Equipment

13) Estimated values for the guarantees

Real Estate of the value of:
Shares and Bonds of the value of:
Machinery and Equipment of the value of:
Others (To be specified):

14) Previous dealings with the bank/Statements from the Central Bank .

15



Jordan Loan Guarantee Corporation
Reply to Form 201 Inquiry

Date--------

To: ______ (Name of Bank)

Dear Sirs,

Further to your Form 201 Inquiry No. dated , kindly be informed that:

JLGC has previously guaranteed loans for
the Borrower.

JLGC has previously guaranteed loans for
the Owner(s).

Purpose of the loan is in line with the terms of the
Guarantee Agreement.

JLGC has no objection to the Loan

Other

Best regards.

16
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JLGC's signature
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THE JORDAN LOAN GUARANTEE CORPORATION LTD.

Date .

Addendum (C) - Form (702)

Summary of the Loan Granted by the Bank
Notification of Approval

Name of bank / Financial Institution .

Messrs. The Jordan Loan Guarantee Corporation Ltd.,

Greetings,

We have the pleasure to inform you of the approval of our Bank/our financial institution to grant
the loan, of which the details are indicated here below:

1) Information on the client
* Name of the ownerlNames of the partners:
* Nationality of ownerlNationality of the company:

_* ~ame of the authorized director:
* Years of experience of the owner/director:

2) Information on the loan
* Amount of required loan:
* :\mount of approved loan:
* Date of bank approval for granting the loan:
* Purpose of the loan:
* ~umber orthe granted loan:
* ~umber of the client's account:
* Date of the first drawdown:
* DuratIOn of the grace period:
* Number of installments and their dates:
* Amount of one installment and date of the first one:

3) Information on the interest rate and commission
* Interest rate applicable on the loan:
* Rate of collected commission:

17



* Method of collection of interest:

4) Name and address of foreign buyer

5) Information on the product or service (describe fullv)

6) Information on the financing sources and cash flows
(Provide budget andior cash flow statement for the next year)
* Paid up capital:
* Amounts borrowed from banks:
* Owner account/Partners current account:
* Suppliers and other creditors:
* Size of actual sales/projected:
* Size of actual purchases/projected:
* Size of actual inventory/projected:
* Amount of actual profits/projected:
* Other sources of income of the owner/partners:
* Value of existing equipment/projected:

7) Information on guarantees whether personal or in kind
* Names of personal guarantors:
* Sources of income of the guarantors:

_* Type of pledged guarantee:
* Degree of mortgage:
* Estimated value of the guarantees:
* Ratio of coverage of the guarantees in kind:

8) General Information
* Name of governate:
* Location of the project (city/village):
* Legal status of the borrower:
* Relationship of the borrower with the banle
* Previous experience with the borrower:
* Checking obtained from the Central Bank:
* Name and number of the bank branch providing the loan:
* Name of the responsible employee:

18



We hereby do assert to you that the loan, of which the details are described above, meet in
conditions and purposes with the conditions and purposes as indicated in the Guarantee
Agreement and its Addenda. Therefore kindly issue your Letter of.Commitment with respect
thereto.

Best regards

Name and Rank of Signatory

19
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IHEJORDANLOANGUARANTEECO~POBATIONLID.

6QQertQUUL1QLFO[fDJf03)

THE QUARTERLY REPORT ON TilE GRANTED LOANS

Dale: -----

IJ
o

Name of tile Bank/Financial Institution:-:..-_------------------------

1. The following loans have been approved during tile previous quarter of the year that ended on:

Loan Name of· Amount of lhe Inlerest Oulslandin~l Dale of Dale of First Number of Olher
No. Borrower Granted Loan Rale Balance Approval Payment Installments Noles

-

-

Tolal:

2. Number of rejected loans Their Values

3. Number of repaid loans The'ir Values

4. Number of loans preojected in
lile forlhcoming quarler Their Values

"

Name and Rank of Signatory Bank Signature

'b,
-



JJJE J~lSLiAN LOAN GuARANTEE CORPORATION LTD.

Adclcmj~!rrL(E} - Form (204)

MONTHLY REPORT ON DUE BUT UNPAID LOANS •

Name of Ihe Bank/Financial Instilulion:--------------------

Date: -----

IJ
.~

-.

Loan Name of Amount of the Outstanding Amount of Date of First Number of Reasons for Endeavors Other
No. Borrower Granted Loan Balance Unpaid Unpaid Days in Non- for Notes

Installments Installment Delay Repayment Collection

- -

Total: I I =r I

I3~e~Qn~fo[llon-rep_E!ym§ol

1. Delay in payment
2. Financial Difficullies
3. No contact has yet been made wilh

the client
4. No response from Ihe client
5. Others (Give detail)

'.

Name and Rank of Signatory

~ollegHon Endeavors
a. Contacts over telephone
b. Reminder Notification
c. Field visits
d. Requests for repayment
e. Legal Warning
f. Seizure for security
g. Recourse to guarantors
h. Filing of lawsuits
i. Others (Detail)

Bank Signature

~

• The due 10uns intended by this form are those loans for which thirty days have lapsed since their due dates



THE JORDAN LOAN GUARANTEE CORPORATION LTD.

Date

Addendum CF) - Form (205)

CLAIM TO THE AMOUNT OF THE LOAN

Name of the Bank I Financial Institution: _

1. Loan Number: _

2. Name of the Borrower I Owner: _

4.

5.

6.

7.

Address of the Borrower

Address of the Owner

Amount of the granted loan

Rate of interest %

Date of approval I /19

Address of the project

Address of the Authorized
Director

Guarantee coverage ratio %

Commission rate %

Date of first installment %

8. Recurrence of instalment and amount of each one:

9. Kind of existing guarantees (Real Estate, Shares, Bonds, Personal Guarantees, Others)

10. Estimated amount for the existing guarantees:

11. Degree of the guarantee:

12. Other creditors taking part in the loan and amount of their credit:

22



Continuation for Addendum (F) - Form (205)

13. Measures taken by the participants in the loan:

14. Date of last paid installment I /19

15. Amounts of collections after the date of last paid installment:

16. Dates of unpaid installments:

17. Reasons for non-performance:

18. The outstanding balance of the loan principal upon the start of the non-performing period
of the loan:

19. Accumulated interest for the non-performing period:

20. Amount required to be paid:

21. Terms of the bank upon granting the loan:

22. Procedures for follow up and collection:

23. Legal procedures taken:

24. Other comments:

We hereby do assert that the above mentioned data is correct and that we have undertaken and
will undertake to follow up on the borrower and the guarantors thereof by way of taking all legal
and judicial measures for collection pursuant to what is stipulated in the Guarantee Agreement
concluded with you.

Name and Rank of Signatory Signature



THE JORDAN LOAN GUARANTEE CORPORATION LTD.

Date ------

Addendum (G) - Form (205/a)

LETTER OF CLAIM TO THE AMOUNT OF THE GUARANTEE

Name of Bank / Financial Institution _

Messrs. The Jordan Loan Guarantee Corporation Ltd.,

Greetings,

We confirm that the loan No. Granted by us to the client Has
been in default for a period exceeding 180 days, therefore it has become due for repayment of a
sum equaling the already approved risk coverage ratio pursuant to the articles of the Guarantee
Agreement concluded with you on And in execution of what is stated in the
articles of the Agreement and its Addenda. we do hereby submit to you the following forms and
documents:

1. A photocopy of the Loan Agreement concluded between us and the borrower.

2. A photocopy of the client's balance sheet as of the date of disbursement of the loan.

3. Form No. (205), Addendum (F) dully filled out.

4. A photocopy of the bank recommendation and its approval on granting the loan.

5. The credit Feasibility Study of the loan comprising the financial and profit and loss
statements, the financial analysis and the cash flows.

6. A photocopy of the mortgage documents, the trade license and trade registration
certificate.

24



Continuation for Addendum (G) - Form (205/a)

7. A photocopy of the statements and documents which evidence the exerted efforts for
collection. The documents and statements include visits paid to the work site of the
borrower, a study of his financial position, letters of claims, warnings, notices sent to
guarantors, measures taken for collection such as seizure for security and foreclosure of
the collaterals in kind in addition to other relevant legal and judicial procedures.

8. The bank's opinion on the possibility of collecting the due amounts.

Furthermore, we will provide you with any information or other dates you deem necessary to
facilitate the procedures for this claim.

Name and Rank of Signatory Signature



Addendum H
Letter of Commitment

Date----

To:

From:

Re:

JLGC

Name of Borrower
Name of Guarantor(s)
Collateral Description
Amount of the Loan
Interest Rate
Maturity/Tenor of Loan
Coverage Ratio/Amount of Coverage
Foreign Buyer
Origin of Imports (if any)

Dear Sirs,

_ We refer to your form 202 Notification dated with respect to the above
referenced loan.

Kindly be informed that we have approved the loan from the purposes of the Guarantee
Agreement entered into between us on and we, therefore. agree to guarantee the said
loan pursuant to the terms of the Guarantee Agreement up to the abovementioned amount of
coverage,

Best regards.

For & on Behalf of
JLGC

By

Name

Title

26 .'
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Addendum I
Letter of Denial

Date----

To:

From:

Re:

JLGC

Name of Borrower

Dear Sirs,

We refer to your form 201 Notification dated with respect to the above
referenced loan.

We regret to inform you we have declined the loan for the purposes of the Guarantee
Agreement entered into between us on . This declination is due to (insert reason)

Sincerely,

For & on Behalf of
JLGC

By

Name

Title

27 ."
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I. INTRODUCTION

This document describes the internal procedures for JLGC to follow in conducting the
PEGP. These procedures include:

A. Processing applications from a bank for guarantee coverage. Among the steps
described here is the completion of the check list for compliance with AID Use of
Funds Policies.

B. Processing reports from a bank regarding guarantees in force. These steps include the
quarterly report indicating volume under the PEGP, the monthly report on defaulted
loans for which JLGC has paid coverage amounts and the report which is filed by a
bank each time a guaranteed coverage is fully paid off.

C. Processing claims requests. Among other things this section describes the preparation
of a Defaulted Loan Memorandum and involves all steps through the completion of
any recovenes.

D. Processing the payment of guarantee fees by a bank. This section shows the
correlation with (B) above involving the reporting on guarantees in force.

E. A separate section is devoted to Guarantee Portfolio Risk Management. Subjects
included here involve maximum contingent liability, exporter exposure limit,
maximum exposure in any sector, guaranteed percentage, policy changes,
investment policy, reserving policy, objectives to take under consideration when
setting premium rates and other matters in these regards.

F. A separate section is devoted Marketing. Subjects included here involve goals of the
PEGP program, objectives of the marketing program, strategies of the marketing
program, program responsibilities, direct contacts with bankers and exporters,
negotiating the Guarantee Agreement and the role of marketing in guarantee
administration.

G. AID Quarterly Report. This section describes the format for a letter to be filed
quarterly "With AID by JLGC describing the new loan activity for the quarter under the
PEGP.



II. PROCESSING APPLICATION FOR GUARANTEE COVERAGE

A. The initial step for coverage under the Pre-Export Guarantee Program (PEGP) is for the
banks to forward Form 201 to JLGC.

B. Form 201 is registered by the Secretary of the Director General and is then referred to
him for review.

C. Form 201 is then forwarded to the Division Manager of the Export Credit Guarantee
Division (ECGD) for his review.

D. Division Manager makes his comments on Form 201 and refers it to the appropriate
analyst processing requests for the bank submitting the Form 201 involved.

E. The analyst reviews the request in its entirety. Among the items to be reviewed include:

1. Confirmation whether or not the borrowing client has been the subject of previous
guarantees from other banks. If the experience was negative, depending upon the
circumstances the application may be denied. If coverage is in place and the
application under consideration would cause JLGC to have more coverage than
deemed prudent, the application may also be denied.

2. Review purpose of the loan (product to be exported), balance sheet, income
statement, other income sources for the borrower such as outside income from
owners, financial capacity of guarantors and estimated value of collateral.

3. Check experience reported by bank regarding the borrower under consideration.

4. Check country of record where product is to be exported.

5. Prepare Guarantee Questionnaire as outlined in the Credit Evaluation Guidelines.
This phase is conducted utilizing the methodology required by the Credit Evaluation
Guidelines (see in particular pages 8-9).

6. After (b),(c),(d) and (e) are completed, ECGD can be satisfied the application meets
underwriting standards and the application can then be reviewed for conformity with
other program requirements as listed in (g) through 0).

7. Prepare Checklist for Compliance with AID Use of Funds Policies (see attached
checklist). Completed checklist is retained in file of the borrower.

8. Check the tenor of the loan is no more than 270 days and the principal of the loan
guaranteed does not exceed J.D. 100,000.

2 "



9. Confirm 25% ofthe value of the product to be exported is of Jordanian content.

10. Confirm the product categories of fertilizers, potash and phosphates are not covered
by the loan request.

F. Once step 5 is complete and all criteria are met the analyst prepares a fax message to the
applicant bank indicating the transaction is acceptable for processing (this is the
preliminary commitment subject to final approval after submission of Form 202) and
indicating what guarantees and or collateral will be required. (If a declination is in order
such is likewise prepared.)

G. The fax message and Form 201 are returned by the analyst to the Division Manager of
ECGD who approves and signs the fax message after making any changes desired.

H. The fax message and Form 201 are next submitted to Director General who reviews and
signs Form 201 for return to the applicant bank. This signature signifies the preliminary
approval of the guarantee by the JLGc.

1. The fax message and Form 201 are then registered in outgoing mail and the fax is
transmitted. A photocopy of these documents is returned to the ECGD with the original
being mailed to the bank.

J. Data contained in Form 201 is entered into a computer file by the analyst and documents
relating to the guarantee transaction are placed in a new file pending receipt of Form 202
from the bank.



III. RECEIPT OF FORM 202

A. Upon receipt from the applicant bank Form 202 is registered by the Secretary of the
Director General and is referred to him for review.

B. Upon completion ofreview by the Director General, Form 202 is forwarded to the
Division Manager of the ECGD who in turn refers it to same analyst who processed
Form 201 involving the referenced guarantee transaction.

C. Form 202 is checked, first, to confirm consistency with the information submitted on
Form 201.

D. Additional information is included with Form 202 including:
1. Descriptive material on the borrower
2. A projected budget from the borrower which with the previously supplied income

statement allows cash flow projections to be studied
3. Information regarding guarantors and the value such offer the transaction
4. Information on the value of any collateral supporting the transaction

E. After reviewing the material submitted under D ( 1 through 4 ) and reviewing again
the Guarantee Questionnaire a final underwriting determination can be made.

F. The additional data submitted with Form 202 is keyed into the computer and the
analyst prepares a Letter of Commitment or denial for review by the Division
Manager of the ECGD.

G. The Letter of Commitment (or Letter of Denial) is reviewed by the Division Manager
of the ECGD and forwarded for signature to the Director General. After signature by
the Director General the letter is entered in the outgoing mail register and sent to the
bank.

H. A copy of the Letter of Commitment (or Letter of Denial) is returned to the analyst in
ECGD and placed in the transaction file of the guarantee authorized (or denied).

4



IV. COMPLIANCE WITH AID USE OF FUNDS POLICIES

This form is to be completed by the JLGC analyst and retained in the borrower's file.

A. Is borrower a national or permanent resident of Jordan
and if a corporation is it majority owned by Jordanian interests?

B. Is borrower 100% privately owned and is its principal
place of business in Jordan?

C. Does the borrower have 50 or ks~ employees with total
assets (excluding land, buildings and equipment) not
exceeding JD equivalent of $250,000?

D. Does the transaction being financed involve a private
productive export activity conducted principally in
Jordan and which is legal in Jordan?

E. Is the product being financed excluded under any of the
conditions listed by AID? If so, what is the product and
nature of the transaction?

F. Does this financing represent a loan previously under export
guarantee coverage by JLGC which was subsequently removed
for some reason?

G. Is the borrower an existing customer of the bank and. if
so, does this loan represent additional credit being extended
by the bank? (Note: The loan under consideration must not
be a renewal or extension of a pre-existing loan.)

H. Is any portion of the loan to finance the purchase of goods or
services which are imported from a foreign country and is the
foreign supplier 100% owned by nationals of that country?
State country imported from __ and country of ownership
of foreign supplier ifnot 100% local __" (Check list of
countries not eligible. Check if foreign ownership of supplier
is 50% or more)

5



L .15 any portion ofthe loan tofina.T1cethe purchase of good or
services from an entity in Jordan owned 50% or more by a foreign
government, foreign nationals or permanent residents of a foreign
country? State country__ (check list of countries not eligible).

1. Is any portion of the loan to finance the purchase of goods or
services to be used for the establishment of an export processing
zone or designated area where the laws of the country do not
apply?

6



V. PROCEDURES FOR REPORTING ON GUARANTEES IN FORCE

A. Monthly Report of Loan Outstandings

Within ten days of the end of each month the bank must provide via diskette to JLGC a list of
the loans under guarantee at the end of the month and the amount outstanding for each of these
loans. It is simply a list by borrower and amount with no other information.

.. --kis-the responsibility of each 3..l1alyst for hislher assigned bank(s) to review the list submitted
and verify there is a Form 202 in the file for any appearing on the list for the first time. In
addition the analyst should check to determine that any loan for which a Form 202 was received
during the month in question, now appears on this monthly list. If not, checking with the bank is
appropriate.

B. Form 203

Each bank is required on a quarterly basis to file this report which lists all loans approved by
JLGC for guarantee coverage during the previous quarter. The report is due within ten days of
the end of each calendar quarter, i.e. March 31, June 30, September 30 and December 31. Each
loan is listed by loan number and gives name of borrower, amount ofloan granted, interest rate,

- outsta..'1ding bala..'1ce, date{)fapproval, date offirst-payment,numberofinstaHments arid provides
a column for other notes regarding the loan. The report also provides the number and values of
rejected loans. repaid loans and loans projected in the forthcoming quarter.

Upon receipt of Form 203 it is immediately sent to the analyst in ECGD processing work for
theb~ submitting the report. It is checked to confirm that a Form 202 is in the transaction file
for each loan listed on the report. The analyst must also verify that every new loan reported on
the monthly list supplied by the bank now appears on Form 203.

The information listed in paragraph above is checked against the Form 202 in the transaction
file to confirm its accuracy. After this step is completed Form 203 is placed in file for reference.

It should be noted that with the submission of Form 203 each bank forwards its check for
premium payment in consideration of the guarantee coverage provided by JLGC. The analyst is
responsible for checkmg with the Finance group that this has been credited.

C. Form 204

Within ten days of the end of each month each bank must submit this report which lists all
loans thirty days or more past due. This report is by loan number and provides name of
borrower, amount of loan granted, outstanding balance, amount of unpaid installment, date of
first unpaid installment. number of days in delay, reasons for non-repayment, endeavors for
collection and provides a column for other notes regarding the loan. With regards to reas0I1:s for
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non-repayment and endeavors for collection there are numbered and lettered responses which
may be entered in the appropriate column.
Upon receipt of this report it should be forwarded to the analyst in ECGD responsible for the
sendin.g barJc. The analyst must:--

1. Verify the correctness of the information listed for each past due loan.

2. Confirm the balance reported on Form 204 is in accordance with the monthly report
also submitted by the bank (report 1 of these procedures). Ifnot, the reason for the
difference must be determined.

3. Examine the collection efforts of the bank with regard to each loan listed. If the
analyst determines the bank needs to make greater efforts on one or more of the loans
in question, this subject can be addressed to the banle Where possible the analyst
should make specific recommendations when requesting the bank to apply greater
efforts. When advisable or necessary the analyst should enlist the Head ofECGD or
other appropriate JLGC executives in requesting greater collection efforts from a
bank.

4. Upon completion of review Form 204 should be filed for future use including when
the bank requests payment of coverage amount for a defaulted loan.

D. Monthly Report on Claims Paid for Defualted Loans

Each month by diskette the bank informs JLGC of the status of any defaulted loan for which
JLGC "has paid coverage amounts. A loan is listed on this report until collection of the guarantee
payment is recovered by the bank from the borrower or the bank writes off the loan.

Each month the analyst should verify that all recently defaulted loans for which JLGC has
paid amounts of coverage are listed in this report. The analyst should also be satisfied the bank
is making acceptable collection efforts as deemed appropriate by JLGC. The analyst must also
ascertain that JLGC has received its share of all amounts collected by the bank from its
defaulting borrowers for whom JLGC has already paid guarantee amounts. This can be
accomplished by comparing current outstanding balances of any loan with the previous balance
reported. If such reimbursement has not been received by JLGC appropriate demand should be
made upon the bank.

If acceptable collection efforts are not being undertaken by the bank, the analyst should so
inform the bank. This information should also be provided to the Division Manager of the
ECGD and appropriate executive management of JLGC. This is also the time to inform the bank
of specific actions JLGcrmght wish it to take including legal procedures against a borrower or
guarantor.

8 J'



E. Form 206

This form is filled whenever a borrower completely repays a loan and the bank determines
guarantee coverage for that borrower is no longer necessary. Naturally should full repayment
occur and the bank determines a new loan to that borrower will be made in the future Form 206
would not be submitted.

'When Form 206 is received by JLGC it should be sent to the head ofECGD who in tum will
cycle it to the analyst handling the processing of work for the sending banle It is the
responsibility of that analyst to insure that all appropriate records of JLGC reflect this reduction
in coverage for that borrower. Once this process is complete the analyst should place a copy of
this Form 206 in the transaction file of the borrower.

F. Report on Countries oflmportation (Origin)

In order to be certain of compliance with AID requirements excluding the importation of
goods or services from certain designated countries this report must be compiled. Each time a
guaranty is approved which involves the importation of a product or service the country of such
importation and the product involved must be logged on this report. The logging should include
the date the guaranty transaction was approved and should be on a chronological basis. This will
allow JLGC to take the report at the end of the quarter and use it for submission to AID in order
to satisfy monitoring requirements. An entry on this report might read as follows:

Date Transaction Approved
CoUntry of Origin
Product/Service Involved

G. Report on Countries of Export

In order to be certain of compliance with AID requirements excluding certain products or
businesses and in order for the JLGC to track the countries for which exports are designated, this
report must be compiled. Each time a guaranty is approved the country of intended export and
the product or business involved must be logged on this report. The logging should include the
date the guaranty transaction was approved and should be on a chronological basis. This will
allow JLGC to take the report at the end of the quarter and use it for submission to AID in order
to satisfy monitoring requirements. An entry on this report might read as follows:

Date Transaction Approved
Country of Export
ProducUBusiness Involved

9



For internal purposes only an addendum to this report should be maintained which lists all
the countries where exports are projected with an aggregate number of the JD value of these
expons. This will allow JLGC to track the volume of exports intended for each country and to
utilize such information as needed. When each Form 206 is ultimately received indicating a loan
payoff this information must be reflected on this addendum by reducing the exposure listed for
that respective country.

Note: Appropriate forms for compliance of both of these repons should be printed and
distributed to the analyst processing the guaranty applications.

10
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VI. PROCEDURES FOR PROCESSING CLAIMS REQUESTS

The Guarantee Agreement stipulates a loan shall be considered in default if a borrower fails
to pay the full amount of any installment for a period of 180 consecutive days. When this occurs
the bank will then forward Form (205) and Form(205/a) to JLGC. Upon receipt of these
documents a date stamp is applied by the Secretary of the Director General as well as the seal of
JLGC, and the letter is presented to the Director General. This material is then forwarded to the
Division Manager of the ECGD who in turn refers it to the analyst processing work for the
sending bank.

The Claims and Recoveries Manual for JLGC refers to Claims staff processing these
requests. At some future point such staffwill be employed but due to the newness of JLOC and
the current level of Claims requests. the staff member processing guarantee applications for
banks will also process Claims requests from said banks. It is appropriate. however, for the
Claims and Recoveries Manual to refer to a Claims staff because this Manual is for the long term
and should thus reflect the eventual situation.

Upon receipt of Form (205) and (205/a) the analyst will retrieve the ECGD file on the
transaction in question. The analyst will then review the documents attached by the bank to
Form (205) and (205/a). These documents should include:

A. A photocopy of all statements and documents that evidence the efforts exerted for the
collection of the loan.

B. A photocopy of the loan contract between the bank and the borrower.

C. A photocopy of the statement of account of the borrower.

D. Any other documents deemed appropriate by the bank to justify payment of the claims
amount.

The analyst must also:

A. Confirm the bank has met all the term of the Guarantee Agreement.

B. Confirm the bank has made all collections efforts required by JLGC.

C. Compute the guaranteed amount due the bank by JLOc. This is done by determining
date on which the loan has become in default. The outstanding balance of the loan on
that date will be determined as being the balance of the loan in the month that precedes
the starting date of default. Interest on the outstanding balance of the loan upon its
default and the accumulated amount thereof for a period of six months with a maximum
of 180 days shall be computed and added to the outstanding balance. Repaid instal~ments
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and collections made after the default must be subtracted from a guarantee coverage
amount paid to the bank. When the correct final amount is determined the 75% guarantee
ratio is applied to ascertain the guarantee amount due the bank.

D. Prepare the Defaulted Loan Memorandum. The first two pages of this Memorandum
contain basic data on the loan under claim. The third page provides more descriptive
data. This would include information on the following:

1. A discussion on personal guarantees and collateral taken at the inception of the loan.
An explanation of why such guarantees and collateral have proven inadequate should
be provided. A discussion of reschedulings and extensions ofmaturity dates should
be provided. It must be confirmed by the analyst that JLGC approved all such
amendments.

2. A description of measures taken by the bank to demonstrate adherence to the
Guarantee Agreement and Addenda.

3. A description of measures taken by the bank to effect collections should be provided.
Items referenced should include sending letters, follow-up notices, and warnings
through legal channels.

4. A description of all legal action taken by the banle

5. A description of satisfactory actions taken by the bank in approving the loan,
monitoring the loan and attempting to collect the loan once problems surfaced. The
reasons for default should be identified and the views of the bank on collecting the
past due amounts should be mentioned. Any views from the borrower that are known
should be portrayed in this section.

6. The decision of the Reimbursement Committee or the Board of Directors is noted as
the final item on this Memorandum.

E. The Defaulted Loan Memorandum is presented to the Division Manager of the ECGD for
approval. It is then presented to the Director General for approval. If less than J.D.
10,000 the Memorandum goes to the Reimbursement Committee for action and if above
J.D. 10,000 it goes to the Board ofDirectors for action.

F. The bank is notified in writing of approval or declination. If approved a check
accompanies the letter to the bank. In the approval letter the bank is urged to take all
action necessary to collect the loan in question. Such reference also indicates to the bank
JLGC awaits reimbursement of its share of any sums collected.
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G. Upon payment of the claim said amount is entered on JLGC records for defaulted loans
for which JLGC has paid the coverage amounts.

H. Utilizing the monthly report submitted by the bank regarding the status of any defaulted
loan for which JLGC has paid coverage amounts, the analyst works with the bank to
recover guarantee amounts paid. When a collection is made and the share due JLGC is
received by the ECGD, the Director General shall be notified. A photocopy of the letter
forwarding the payment to JLGC and the accompanying check are to be retained in the
transaction file by the analyst. Any correspondence relating to the collections efforts
shall be retained in the transaction file.
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VII. PROCEDURES FOR ADMINISTRATION OF GUARANTEE FEES

At end of each quarter, (i.e., 3/31, 6/30, 9/30 and 12/31) each bank shall provide JLGC with a
statement Fonn 207 on the outstanding balance of the guaranteed loans together with the disk
from which the infonnation is copied. Both items are recorded on the incoming mail/register.
The disk is given to the computer employee responsible for recording this infonnation, who upon
receipt of the disk copies same and returns the disk to the bank so noting said return on the
outgoing mail register.

The bank statement, on the other hand, is delivered to the Director General. The statement is
then fOIVIarded to the head of the ECGD who refers the statement to the analyst responsible for
processing the work of the sending bank.

The Analyst must:

A. Confirm the information on the bank statement agrees with the information contained on
the disk dispatched by the bank and copied by the computer employee.

B. Verify the information appearing in the bank statement such as borrower, amount of the
granted loan, interest rate and the guarantee ratio agree with the information in the
transaction file of each loan and with the previous bank statements on its balance.

C. Ascertain that (1) defaulted loans for which JLGC has paid coverage amounts, (2) loans
that JLGC rejected offering guarantees therefor and (3) settled loans are not included in
the list of guaranteed loans. This is accomplished by cross checking transaction files on
each of the loans.

D. Review the balance of the loans and determine any noticeable increase of the current
balance from the previous balance. Is this just a mistake in reporting or, for example,
does the increase reflect changes on unpaid interest and installments due the bank.

E. Audit the guaranteed amounts on the balance of the loans by applying the 75% guarantee
ratio to interest on the loan for six months plus the balance of the loan.

F. Calculate the guarantee fee due from the bank for the quarter in question by multiplying
the Guarantee Ceiling of the bank times 1.5% and divide the resulting amount by 4.

G. All guaranteed loans of the bank and guarantee fees pertaining thereto, credits to or debits
from the bank's account concerning previous guarantee fees and all guarantee fees due
from said bank at the end of the quarter of the year in question shall be recorded in a
special statement to be prepared by JLGC at the end of each quarter of the year for this
purpose.
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H. All of the information stated in (G) shall be provided in a fax message to the bank and
signed by the Director General. The message shall be faxed to said bank after being
registered in the outgoing mail register of JLGC. A Copy of the said document shall be
retained by ECGD in a special file named "Guarantee Loans File".
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VIII. PAYMENT OF THE GUARANTEE FEE

Upon receipt of a letter from the bank accompanying a check or a bank transfer notice in
payment of the guarantee fee, said letter is to be noted in the incoming mail/register and
forwarded to the Director GeneraL The Director General will forward same to the Division
Manager of the ECGD who will refer the material to the analyst who processes work from the
sending bank.

The analyst shall:

A. Make a photocopy of either the check or transfer notice and deliver the original copy of
either to the Division Manager of the Finance Division. The Division Manager of the
Finance Division must sign for delivery of the item.

B. Ascertain that the amount of the check or transfer notice is in agreement with the amount
of the guarantee fee due from the bank for the said quarter of the year.

C. Record in the book assigned for this purpose the amount and date of the paid guarantee
fee.

D. A photocopy ofthe check or transfer notice together with a photocopy of the letter in
which either one is enclosed are to be retained in a special file named "Paid Guarantee
Fees File".
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IX. Addendum A

Form 206
Request of Canceling

The Guarantee

Date:

To: JLGC
From: Bank

Please be advised that the stated loan referred to below which was guaranteed by the JLGC under
the Pre-Export Guarantee Program has been completely repaid.

Name of bank:
Loan number:
Name of borrower:
Date of approval:
Withdrawal date:
First payment date:
Date of final repayment:

Please adjust your records to reflect the fact that the loan is no longer outstanding and that the
guarantee should therefore be canceled.

Name & Signature
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x. Addendum B

Form 207
Guarantee Fee Payment

To: JLGC
From: Bank

Commission Fee

Name of the banle
End date of quarter:
Approved ceiling to ballie
Balances Guaranteed under the old agreement:
Balances Guaranteed under the current agreement
Balances Guaranteed under the export credit agreement:
Sum of guaranteed balances:

Commission

Commission under the old agreement
Commission under the currant agreement
Commission under the PEGP

Sum of Commissions

18
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XI. RISK MANAGEMENT

A. Basic Principles of Guarantee Portfolio Risk Management

Effective risk management is an essential component for operation of an export credit
guarantee program. If credit risks taken are too limited, the number and amounts of guarantees
issued may be so small that the objectives of the program cannot be met. If risks taken are too
great, the claims losses may result in wasted resources, compared to the benefits received.
Therefore. the risks assumed must be carefully managed, and policies set to guide program
managers when assuming risks. Credit evaluation is the main determinant of portfolio risk.
Credit evaluation is addressed fully in the Credit Evaluation Guidelines.

The key principle of guarantee portfolio management is that the potential for large losses can
be mitigated through diversification of risks assumed. In other words, the more guarantees
outstanding and the more varied the risk characteristics, the less likely it is that a single loss or a
few losses will have a major impact on JLGc.

Based on this concept of spreading risk, guarantee programs typically leverage their
resources by issuing guarantees to some multiple of their resources available to pay claims. In
order to control risk as part of guarantee portfolio management, the leverage is usually capped at
some specified multiple of outstanding guarantee obligations. In effect, this sets a maximum size
of the guarantee portfolio at anyone time.

Other techniques of portfolio management are designed to limit concentrations of risk.
Limits are placed on the maximum amount of guarantees to single borrowers and related
companies or percentage of the whole portfolio. The amount or percentage of outstanding
guarantees in particular sectors or countries may also be limited.

Another risk management concept is sharing of the risk of loss between the bank and the
guarantor. By keeping a share of the risk, the lending institution is encouraged to do effective
appraisal of borrowers. loan administration and recovery. Ifthe lender's share is too large, the
lender may be less interested in the program because of the cost of appraisal and obtaining
collateral to cover their risk may not justify the benefits of the guarantee. The percentage of
guarantee coverage can be varied to encourage or discourage lender participation. Also, the
impact of high risk borrowers on the portfolio can be limited through lowering the percentage
guaranteed.

Another aspect of portfolio management is to relate the fees assessed for the guarantee to the
perceived risk and claims experience. This is based on the principle that higher fees should be
charged for assuming greater risks. The guarantee fees in general can be increased or decreased
based on guarantee program experience. Fees can specifically be increased for higher risk
borrowers or for guarantees issued to banks that have higher levels of claims. The benefits of
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simplicity of administration often point to a simple fee structure that does not vary much
according to risks.

The objectives usually taken into consideration when setting premium rates include the
following:

1. Adequate compensation relative to risk assumed, i.e. on the whole portfolio sufficient
premium will be collected to cover claims and exposures on underwriting, over a period
of time.

2. An amount that exporters are willing and can afford to pay, in addition to interest.
in order to obtain access to financing.

3. Equitable to a large range of exporters in the target market, usually small and medium
size exporters who lack collateral or track record for access to normal bank financing.

4. Adjustments in rate if participating in other incentive programs. i.e. if the
guarantee is required to access another program, the rate may be lower.

5. Competitive with guarantee fees offered elsewhere.

6. Ability of exporters and bankers to understand and calculate premium due and make
payments using bank's normal record-keeping systems.

7. Consistency with principles applied in pricing banking and/or insurance services.

One of the key bases of sound portfOlIO management is competent, consistent risk
assessment. By being able to accurately assess the risks guaranteed, the possibility of controlling
and anticipating risk is increased. Controlling losses must be balanced with assuming diverse
risks, otherwise the program will not be effective in achieving its objectives.

Another aspect of sound guarantee portfolio management is management of reserve funds.
Income from investing reserves adds to the pool of funds available to pay claims and thus
increases guarantee capacity. Reserves for paying claims must be available when needed. Sound
investment reserve policy involves a balance between ma.ximizing income and protecting
principal, as well as a balance between investing in assets readily available to pay claims and
expenses and longer term investments that may have greater returns (and greater risk). Most
export credit insurance agencies concentrate investments in safe. government obligations. or
other low-risk investments. They also attempt to plan maturities of investments to match
estimates of potential claims payments.
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B. Portfolio Risk Management Policies

The following criteria represent appropriate risk management policies for the PEGP. Their
adoption will require approval by the Board of Directors.

• Capital and Reserves. For purposes of risk management, capital and reserves is defined
as shareholder funds on the balance sheet as at the end of the prior month, reduced by the
amount of any claims paid since that date.

• Maximum Contingent Liability. The maximum amount of guarantee exposure is 5 times
JLGC's capital and reserveS'. This multiple should be carefully monitored over the next
several years and adjusted appropriately as loss experience dictates.

• Exporter Exposure Limit. The maximum amount of guarantees outstanding covering
credits/advances to a single exporter (including all related companies and individuals) is
10% of the outstanding authorized guarantees or 5% of capital and reserves, whichever is
greater.

• Maximum exposure in any sector is 75% of JLGC's capital and reserves.

• Guaranteed Percentage. The Guaranteed Percentage is 75 % of the outstanding balance
of the loan plus the accrued interest on the loan during 180 days following the date of the
last installment that has been paid by the borrower.

• Policy Changes. The Board of Directors may change risk management policy, and
annually will review the policy, considering recommendations presented by the Export
Credit Guarantee Division. with input from the Marketing Division, taking into account
guarantee experience to date.

• Investment Policy. JLGC's investment policy is set by the Board of Directors, and has
the objectives of maximizing investment income consistent with preservation of
principal. (The Board should set objectives with regard to acceptable investment
instruments, and risk guidelines, including maximum term, rating of investments or credit
rating of issuers). Any investment managers employed for portfolio management must
meet criteria established by the Board of Directors, or be approved by the Board (see
section D for detailed approach).

• Reserving Policy. The critical factor in the determination of reserve policy for losses is
net operating income. It will be prudent dividend policy not to consider dividend payout
until income from operations is positive for at least two years. In other words JLGC
wants to be generating commissions from loan guarantees in excess of general and
administrative expenses for at least two years before paying dividends to shareholders. In
the interim income from; investments should be credited to retained earnings as a source
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for increased reserves.

Once the operating income trend has shown positive results for two years, a review can
be undertaken with regards to loss experience, operating expenses and operating income
with the intent or establishing a longer term reserving policy.

C. Portfolio Risk Management Responsibilities

The Board of Directors of JLGC is responsible for setting the risk management policies for
the PEGP. The Export Credit Guarantee Division is responsible for tracking guarantee
exposure. The Finance Division must be apprised or guarantee exposure, and amount and timing
of potential claims and recoveries on a regular basis, by the Export Credit Guarantee Division.
Management reports on exposure and investments must be presented on a monthly basis to the
Director General and summaries prepared for review by the Board of Directors.

As noted above, the Board of Directors may change risk management policy, and annually
will review the policy, considering-recommendations presented by the Export Credit Guarantee
Division, with input from the Marketing Division, taking into account guarantee experience to
date.

Responsibility for recommending investment policy rests with the Director General who
makes recommendations on investment to the board for consideration. Investment policy is
reviewed at least quarterly in order to take into account changing investment conditions.

D. Investment Policy

Current JLGC investment policy calls for 80% of funds to be invested in bank deposits and
20% in government bonds or corporate shares listed on the Amman Financial Exchange. The
criteria utilized by JLGC in determining which Jordanian banks are to be beneficiaries of these
funds is:

1. Must be a JLGC shareholder
2. Must be financially sound
3. Must be actlve user of JLGC programs
4. Must give competitive rates

Deposits are placed at 30 days in most instances and are rolled over at maturity. Depending
on the yield curve for long term deposits, JLGC may want to consider extending maturities in
more cases out to 60, 90 and 180 days. A normal yield curve would thus afford JLGC greater
returns with little or no change in the risk parameters. The liquidity position of JLGC should not
be adversely affected by investing funds at longer terms as claims requests early in the life of
PEGP should be low. This lowlevel of claims being the result of claims not being eligible for
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filing until 180 days after a borrower fails to make a full payment and JLGC having 90 days after
said filing to make its guarantee payment.

JLGC may also wish to review its underlying ratio of 80/20 in favor ofbank deposits. This
review process could consider mixing the envelope of government bond maturities as well as
perhaps increasing investment in quality corporate shares. The ratio mix could shift to 75/25 or
70/30 depending on market conditions.

Diligence must be taken in the management of this investment process to insure regular
review is conducted of all entities in which investments are made. This would include an annual
review of each entity as well as int€rim reviews where appropriate. For example monitoring of
banks for suitability could be on a quarterly basis and corporate shares should be consistently
monitored for any event that could impact their value. An appropriate schedule for this review
process of investments should be established by the Board of Directors.

As JLGC moves into post-shipment coverage for exports there may arise times when foreign
currency risk may occur for the company. As this activity develops JLGC may wish to amend its
investment policy allowing for inclusion of foreign currency bonds or another appropriate
investment vehicle to protect against cUrrency exposure. This is but an additional way to provide
for a spread of risk which is central to any investment policy.



XII. MARKETING

The Marketing portion of the PEGP Operations Manual discusses the goals and objectives of
marketing, addresses the responsibilities of the Marketing Division personnel and presents
guidelines with regard to calling on clients, negotiating guarantee agreements, and administering
on-going client relationships. It sets forth policies for dissemination of promotional activities
and planing.

A. Marketing Goals And Objectives

Marketing embraces many activities including direct contacts with bankers and exporters,
servicing existing accounts, and publicity, as well as public information activities. Design of
quality products, direct sales, publicity, and public relations are all parts of the marketing effort.

Marketing is not a substitute fOC-the quality of JLGC's products - guarantees of export related
credits and advances - and of their delivery. Therefore, JLGC must constantly review and
improve its programs, administer them effectively and efficiently and, importantly, pay claims in
a timely manner, which demonstrates the value of JLGC's products. JLGC's reputation for
prompt claims payment will be one of its best marketing tools.

1. Goals of the PEGP Program

The PEGP was formulated to expand Jordanian exports by providing an incentive to bankers
to extend working capital export-related trade finance on a more liberal basis to exporters.

In particular, the PEGP:

• encourages bankers to support firms new to exporting and to assist existing exporters to
obtain additional finance in order to expand their exports;

• helps bankers reduce their lending risk to exporters, adopt a bolder marketing approach
towards trade financing and be more competitive in lending to Jordanian exporters; and,

• protects bankers by providing guarantees which substitute or supplement collateral
required by bankers under their normal lending practices.

The long-term marketing goals for the PEGP, like those of the organization as a whole,
are

• to encourage exporters to export more and to attract newcomers to the export business;
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• to stimulate the grovvth oflocal small-scale industries which indirectly support the export
industries;

• to promote increased participation of bankers in export financing and/or in mobilization
of funds for export purposes; and,

• To serve the needs of exporters that ship goods on short term credit by providing quick,
efficient service.

2. Objectives ofPEGP Marketing Program

The basic objectives of JLGC's marketing program are:

• to increase awareness among participating bankers of the availability and utility of pre­
shipment working capital guarantees from the JLGC;

• to increase the number of JLGC-guaranteed exporters;

• to increase the volume of pre-shipment lending to small and medium sized exporters;
and,

• to increase awareness and acceptance of JLGC's PEGP among others in the export sector,
such as trade associations, chambers of commerce, and appropriate public agencies.

'3. Strategies of the PEGP Marketing Program

The following are the primary strategies to achieve the objectives identified above:

• Communicate consistently the benefits of JLGC's PEGP to eligible and potential bankers,
and also to exporters, their suppliers (indirect exporters), shippers, and freight forwarders;

• Capitalize on JLGC's role as the sole export credit insurance and guarantee agency in
Jordan; and,

• Establish in the minds of financial institutions, others in the Jordanian business
community and public agencies that JLGC is a reliable service organization supporting
efforts to improve the productivity and profitability of Jordanian exporters.



B. PEGP Program Responsibilities

The primary responsibilities of the Marketing Division concerning PEGP are:

• Prepare and implement marketing plans and programs;

• Develop and maintain close relationships with bankers, trade associations and appropriate
government agencies;

• Market and negotiate guarantee agreements with bankers;

• Provide liaison between bankers and JLGC
departments;

• Prepare and distribute promotional materials, including brochures, news releases, articles
and advertisements;

• Prepare and present audio-visual programs; and,

• Organize and participate in seminars, workshops and conferences.

These activities complement existing JLGC Marketing activities and business development
programs. For example, if marketing calls regarding post shipment cover are made on borrowers
in a location outside Amman, calls on bankers in the area would normally also be scheduled to
market the PEGP. In order to take advantage of the skills of the Marketing staff, the person(s)
responsible for preparation of promotional materials for post shipment cover would also prepare
them for PEGP.

The Division Manager of the Marketing Division is responsible for account management. In
the case of the PEGP, this responsibility includes relationships with specific participating
bankers, and for JLGC overall, may include geographic and sector specific responsibilities.
Duties would include calling on existing and potential customers, as well as conducting and
participating in seminars and workshops. A primary responsibility will involve liaison between
the Export Credit Guarantee Division and banks actively engaged in the PEGP.

The Division Manager of the Marketing Division is responsible for preparation of
promotional materials. He will work with outside firms to prepare materials, as necessary, and
also work with the media and trade associations to obtain promotional coverage for the PEGP.
Preparation of speeches for the Director General and Board Members is another responsibility.

In addition, the Division of Marketing has responsibility for strategic planning and product
development.
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1. Direct Contacts with Bankers and Exporters

Success of the PEGP program will depend upon the interest of loan officers in using the
program, their perceptions as to how easy it is to use and the policy commitment of the financial
institution's senior management to using the program, as well as how well the program responds
to the needs of both bankers and exporters. Direct contact with potential users, in particular the
bankers, is an effective and necessary component of the marketing program.

Calls on Bankers and Trade Associations. A calling program is a key element in generating
interest, facilitating use, encouraging the policy commitment and obtaining information about the
effectiveness of the program. JLGC marketing staff calls on bankers on a one-on-one basis,
while time consuming, are perhaps the most effective marketing approach. During such calls, the
bankers can freely discuss their particular concerns, and learn how the PEGP can meet their
specific needs.

Focus and Tasks. The calling program is directed primarily at the bankers, i.e. commercial
banks, development banks, and any other financial institutions that lend for exports.

The Marketing executives assist bankers by:

• answering questions,
• arranging and making presentations at the head office and branches,
• negotiating new Guarantee Agreements,
• accepting applications,
• acting as intermediaries between the Export Credit Guarantee Division and the banker

on specific applications, when necessary, and
• following up regularly on JLGC's service to obtain feedback on performance.

Account Assignments. Each bank and other financial institution is assigned by the Division
Manager ofMarketing to a specific marketing executive. That executive is responsible for
making regular calls on the head office staff responsible for the program and on the branches that
do most of the export financing.

Scheduling. These meetings need not take more than an hour, scheduled in advance to meet
the banker's convenience. Usually calls should be made at the banker's office, recognizing that
the banker is a busy executive, who may want to include colleagues from the staff. Outside
Amman, these visits, to conserve funds, can be arranged around scheduled seminars and
workshops.

In scheduling these calls, priority should be given to those who actively participate, and then
to those who have already expressed an interest in PEGP, either by attending workshops and
seminars or by having previously contacted JLGC.
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Head office contacts should be as frequent as monthly, and branch calls bi-monthly. It
should not be assumed that once a banker has signed a Guarantee Agreement that no further
regular contact is necessary. Effective marketing includes marketing to existing clients, as well
as seeking new ones.

Call Reports and Follow-up. The marketing executive is responsible for maintaining detailed
records of each call to facilitate follow-up and to help to develop a profile of the marketing effort
as it relates to specific financial institutions and locales. Call Reports should be filled out
immediately following each marketing meeting. The Call Reports should indicate conclusions
from the call and the next steps. The attached Call Report format is meant to be simple, to make
it easy to keep up to date with call reports.

All call reports should be filed in chronological order in the appropriate banker file, with a
copy in the executive's correspondence (or "chron") file. Each executive or the Marketing
secretary notes next steps in a computer "tickler" file, to provide a reminder to follow up with the
next steps.

The "Remarks" section of the call report normally indicates the purpose of the call, who
initiated it, what was discussed, and next steps to be taken by JLGC. lfthe call related to a
specific application, or potential application, for a facility, basic information on the exporter
could be obtained to obtain an indication of potential eligibility and assist the banker with the
application, as well as enable preliminary underwriting to start, e.g. check on JLGC experience,
availability of guarantee capacity, etc.

2. Negotiating the Guarantee Agreement

Each financial institution that participates in the PEGP must conclude a Guarantee
Agreement with JLGC to which the Addenda related to the guarantee coverage are attached. The
signed Guarantee Agreement acts as a master agreement. Letters of Commitment relating to
guarantee coverage for specific exporters are maintained in file as they are approved by JLGC
and accepted by the banker. Concluding the Guarantee Agreement establishes the banker's
acceptance of the use of the guarantee as a matter of policy.

The Marketing Division concludes the Guarantee Agreements with bankers, while the Export
Credit Guarantee Division is responsible for accepting and processing applications for individual
commitments guaranteeing credits anclJor advances to specific exporters.

In order to track the Guarantee Agreements in force, the Marketing Division maintains a
computer-based record which indicates the responsible account executive, key information
identifying the bank, and any non-standard aspects to the Agreement.
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3. Role in Guarantee Administration

The account executives should call on their existing PEGP banker clients regularly,
especially those that are active users of the PEGP. This provides an opportunity to review the
relationship with JLG~ and ascertain any concerns bankers may have about pending applications
and claims, dealing with JLGC and/or guarantees in force. The account executives should try to
obtain as much information as possible from the banker so as to be able to assist the banker in
complying with the terms of the guarantee and to anticipate any payment problems. The account
executive acts as a liaison between the Export Credit Guarantee Division executives and the
bankers. On guarantees in force, the Marketing account executives are expected to report what
has been learned to the underwriting executive, for inclusion in the file and action, if necessary.

4. The Marketing Plan

Executives should refer to the current Marketing Plan for guidance on activities. The
Marketing Plan is reviewed and revised at least annually.
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JLGC EXPORT GUARANTEE PROGRAM (pEGP) CALL REPORT

ACCOUNT RELATIONSHIP EXECUTIVE: _

BANK:-------------------
ADDRESS: _

TELEPHONE No. _
FAXNUMBER _

CONTACT PERSON: _

DATE: _

REMARKS:

- NEXT STEPS:
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XIII. AID QUARTERLY REPORT

To satisfy the quarterly reporting requirements from JLGC to USAID the content would be
provided in letter form. The letter would be divided into four parts. These would breakdown as
follows:

A. Part 1 - Comments on volume of new loans made under the PEGP.

B. Part 2 - Comments on volume of rejected loans, repaid loans and projected loans for the
next quarter.

C. Part 3 - A list identifying new loans which financed imports and the country where the
imports originated.

D. Part 4 - A list identifying the product type for each new loan.

As an attachment to this letter USAID would be provided the Form 203 from each of the
participating banks in the PEGP. This is the form with which each participating bank notifies
JLGC of its new loan activity for the quarter under the PEGP. A sample of Form 203 is attached
to this summary for information purposes.

31



t,i
l-J

___________-''---:::.='-!~:...l~..Lhl-vUl'd"u/<W!dN LID.
Date: ----

FO[fDJ~Q~l

THE QUARTERLY REPORT ON THE GRAtiTED LOAti~

Name of the DanI<JFinanciallnslilution:;..: _

1. The following loans hav1e been approved during lhe previous quarter of the year that ended on:

--- - --

Loan Name of Amount of the Interest OUlstanding Date of Date of First Number of Other
No. Oorrower Granted Loan Rate Balance Approval Payment

,
Installments Notes

Tolnl:

;:;..

"

2. Number of rejecled loans

3. Number of repaid loans

4. Number of loans preojecled in
[he forthcoming quarter

Name and l1anlc of Signalory

Their Values -----
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1. OVERVIEW OF CREDIT EVALUATION

A. General

The primary responsibilities of the Export Credit Guarantee Division concerning the
credit evaluation process of the Pre-Export Guarantee Program are:

1. Evaluate and make recommendations on guarantee applications, renewals
and changes to existing guarantees

2. Make policy recommendations with regard to the guarantee

3. Process requests for extension of due dates and evaluate past due account
situations

4. Report imminent defaults and make recommendations to, and coordinate
with the Claims process on actions to be taken on cases with payment
difficulties

5. Monitor guarantee portfolio to conform with risk management policies

These guidelines are intended as an aid to identifying the relevant issues and attaching
the correct weight and emphasis to those issues when evaluating the creditworthiness of
exporters for short-term export credit guarantees. Credit evaluation is not an exact
science. There is no single best way or exact rules to follow when underwriting.
Underwriters must exercise judgement in each case.

The main task in underwriting guarantees for pre-shipment export credits is
determining if the exporter has the capacity to fulfill export orders in a timely manner, so
that foreign buyers pay as agreed. Unlike export credit insurance where the capacity of the
foreign buyer to pay as agreed is evaluated, the exporter's capacity to pay is evaluated for
export credit guarantees. "Whether or not the foreign buyer can pay is of concern only if as
a result of non-payment the exporter is unable to repay the credits/advances received from
lenders to produce and ship the export goods. When there is no Letter of Credit (Lie) and
the exporter extends credit terms to the foreign buyer, export credit insurance provides
useful assurance that the exporter will receive payment. In such cases, export credit
insurance may be required under the export credit insurance program.

It is important for underwriters to realize that credit evaluation for medium term loans
or investment of equity has a considerably different emphasis than short term credit
assessment. e.g. the rate of return on assets or the age of plant and machinery are not
particularly relevant to determining whether a 180 day bill will be paid on presentation or
a revolving line will be paid as agreed. These guidelines emphasize what is appropriat~

for short term credit analysis.
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Even though this evaluation is for short term credits, it should also be recognized that
a considerable period of exposure may be involved, e.g. exposure can extend over one
year, commencing from the date of signing and continuing until final payment.
Furthermore, much can happen after the issuance of a guarantee before it would normally
be due for review.

B. Balancing the Issues

In the administration of guarantee approvals, it is important to act quickly and in a
manner which is consistent with·the commercial nature of the exporters' activities.

Even with respect to the key issues mentioned below. information will be lacking, e.g.
there may be insufficient information regarding the exporter's record of payment of debts
or working capital, or there may be inconsistency between sources of information.

It is not possible in advance to decide what weight to attach to individual elements.
However, an attempt should be made to reach a decision in every case where practical
considerations dictate that this should be done, even where there are gaps in the available
information. This means that seldom will there be complete information on every factor
relevant to the assessment. The many available facts individually may provide only vague
information, but together present a picture of the creditworthiness of the exporter.

C. Flexibility and Commercial Realism

. An underwriter should be conscious of the fact that for most exporters, getting the
business done as speedily as possible is the major concern. If confronted with documents
that are too complex or with delays which appear unnecessary or likely to endanger
successful completion of the business, the lenders will be less inclined to work with the
exporters using the guarantees. Likewise, exporters will not be interested in pursuing the
possibility ofthe guarantees helping them obtain export financing.

Much of the business that is submitted for guarantee may not occur without the
guarantee and the underwriter should always bear that in mind as a discipline to encourage
action within a commercially realistic time-frame and with the appropriate degree of
flexibility.

An underwriter should also consider that it is a duty to assist an exporter and lender as
much as possible as long as this is consistent with the objective of supporting guarantee
business that has reasonable prospects of payment.
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II. SECURITY

As part of the process of demonstrating flexibility and using best endeavors to find a
means of guaranteeing an exporter's credits/advances, it may be necessary to request that
the exporter provide security. Two forms of security are (1) guarantees and (2) export
LlCs or confirmed purchase orders (CPO) from creditworthy foreign buyers, in addition to
the standard pledges, mortgages and other charges on assets. Personal guarantees of
principals of sole proprietorships and partnerships, and of shareholders of at least 25% of
the stock corporations, may be required. Assignment of the proceeds of the underlying
Letter of Credit may be required. The lender may be expected to obtain a pledge and
hypothecation of goods purchased or assets created out of funds provided under the
guaranteed credits.

It is recognized that obtaining the pledge and hypothecation may not be possible, if at
the time the credits are made, another non-insured lender has a floating charge on assets.
The lender should demonstrate why the pledge and hypothecation is not available when
making application.

A. Guarantee

A guarantee is an undertaking by the guarantor that the guarantor will be responsible
for the debt of another person or company, if the other person or company is unable to
pay. It is a common occurrence for principal(s) of the company and/or parent or
associated companies to guarantee the debts of their companies, subsidiaries or associated
companies. In many cases, the exporter is a subsidiary of a larger company, but the
exporter is without substantial assets. In such cases, a guarantee by the parent or
associated company may be necessary. Quite often a guarantee is provided without
question where the subsidiary company is without the necessary substance to be a good
credit risk. On other occasions, a guarantee is refused, usually with the explanation that
subsidiaries must"stand on their own two feet." A further refinement is for a parent or
associated company to offer a "Letter of Comfort." This usually incorporates a statement
to the effect that it is the parent or associated company's policy to ensure that the debts of
the subsidiary are paid, but it accepts no legal liability tapa;}' for them.

Obtaining a guarantee, particularly a personal guarantee of directors or shareholders,
does not necessarily cure all the defects in the creditworthiness of the exporter, even if the
guarantor has adequate asset backing. It is also necessary to look at the legal environment
in which JLGC would be required to enforce such an obligation, if this became necessary.
Enforcing guarantees, particularly personal guarantees, may be very difficult.

However, a guarantee from a parent company, director or shareholder can be a
positive sign. A guarantee can be an act of good faith indication that the guarantor stands
behind the exporter. As such, a guarantee can be of considerable value.
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An underwriter must have regard to the above matters when evaluating the value of a
guarantee and what weight to attach to it.

B. Assignment of export letter(s) of credit or confirmed purchase order(s)

Assignment of export letters(s) of credit or confirmed purchase orders(s) acceptable to
the lender from a creditworthy foreign buyer is another form of security wherein the
assignee obtains the proceeds from payment for the goods exported. However, this
security only has value if the exporter ships the goods and the terms of the LlC and/or
CPO are met, so that payment is received.

C. Pledge, Mortgage or Charge over Assets

Another possible form of security is a mortgage charge over assets. It would be
somewhat unusual for an undenvriter to require the pledging of all assets, particularly real
estate or plant and equipment, for short term guarantee purposes. This type of security is
usually provided as security for fixed asset or medium term finance. Undenvriters should
be aware of the mortgage charge over all assets, and also aware that the lender asking for
the guarantee or another lender may have obtained this type of security to secure other
credit facilities.

It should be noted that pledge and hypothecation of goods purchased or assets created
out of funds provided under the guaranteed credits may be required as security, if
available. The key here is that it is a pledge and hypothecation of assets related to the
guaranteed credits. However, it is recognized that obtaining the pledge and hypothecation
may not be possible if, at the time the credit is made, another non-insured lender has a
floating charge on assets. The lender should demonstrate why the pledge and
hypothecation is not available when making application.

It should also be noted that arranging this type of security can be expensive and time
consuming. It would not seem to be justified unless there is likely to be continuing
business between the exporter, the lender and the export credit agency.

..
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III. FINANCIAL ANALYSIS AND USE OF FINANCIAL STATEMENTS

A. Financial Statement Submission

For financial statements to be useful in analysis, they must be prepared according to
sound and accepted accounting principles, consistently applied, and they must be current.
Financial statements for multiple periods rather than a single period are much more
valuable as analytic tools providing the opportunity to analyze trends.

The exporter may be required to make financial statements available. Annual
financial statements for two years, and interim statements, if the annual statements are
more than six months old, are nonnally required.

Exceptions to the above requirement can be made in recognition of the fact that
exporters covered under the facility may be newer and smaller companies. If the exponer
has not been in business for two years. the annual financial statementrequirement can be
reduced to one year, plus interim statements, for companies that are new to exporting but
already established domestically. If the exporter has been established for less than two
years and is considered a beginning exporter, statements since inception must be supplied,
and cover no less than six months of operation. If available, audited statements should be
submitted.

Financial statements should be sought, usually by requesting the lender to provide
them.

B. Financial Statements: Audited or Unaudited?

There are limits to the usefulness of financial statements because they represent the
financial position of the company at one point oftime only. However, audited accounts
represent an important means of substantiating information from other sources about the
company. Furthermore, if there are sets of audited accounts covering more than one year.
a historical picture of the company can be built up which shows trends in such things as
working capital, profits and debt levels.

Where accounts are unaudited, the information in the accounts should be treated with
caution. Accounts, audited or unaudited, should seldom be the sole basis for approval.

C. Use of Financial Statements

Financial statements are analyzed primarily for indications of financial stability and
earning capacity. Financial smbility is the sustainable ability to meet financial
commitments. and earning capacity is the ability to maintain and improve profits.
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Analysis of financial information, obtained from financial statements and reports,
should be undertaken where possible. The most important ratios are the Current Assets
Ratio and the Quick Assets Ratio, which determine the solvency and immediate cash
position of the exporter. Where possible, debt/equity ratios, net worth and profitability
ratios should be calculated and examined, having regard to the reliability of the available
information. The absence of sufficient information to complete technical financial ratio
analysis should not impede decision-making on guarantee applications, if relevant
information is sufficient and commercial reality dictates that a decision to approve or not
approve should be made.

Reference is made under the heading "Important Issues" to the relevance and weight
to attach to the various financial data concerning exporters. For a more detailed
description of the meaning of the financial terms and a description of the technical
elements of financial analysis, refer to "Understanding Financial Statements" by Dun and
Bradstreet Credit Services, the "Interpretation of a Balance Sheet" by the Export Credits
and Guarantees Department of the United Kingdom, and other available texts.

As is apparent in the succeeding pages, underwriters should not lose sight of the fact
that financial analysis should be carried out from the perspective of short term credit risk.

A spreadsheet is used as an aid to summarize the relevant information from the
financial statements and to calculate the basic financial ratios. Because financial
statements vary greatly between different industries and different countries, using this
standard format as a basis for analysis of financial statements allows for a consistent
approach. Banks, other financial institutions and the credit departments of large
corporations routinely use spreadsheets similar to this to assist them to assess
creditworthiness. In most instances, underwriters will be able to accept the lender's
categorization of accounts in their spreadsheets.

When using a computer-based spreadsheet program, underwriters should take into
account the factors discussed below with regard to financial statement analysis.
Underwriters should decide where to place accounts in the computer-based spreadsheet
and not assume that the financial statements presented have necessarily categorized assets
and liabilities correctly as to whether they are current or more than one year. The lender's
categorization of assets and liabilities in their evaluation should also be reviewed and
changed. if necessary, when preparing the spreadsheet.

Computer spreadsheet packages calculate a wide range of financial ratios. It should
be kept in mind that the value of each ratio is not equal, not all apply to each situation and
many are not essential to make decisions.
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IV. EXPORTER UNDERWRITING PROCEDURES

As already noted, it is of the utmost importance that underwriters act within a
commercially realistic time-frame. Where there are delays in approving guarantees caused
by essential need to obtain credit information, the lender should be kept continually
advised of progress.

The procedure in each case should reflect this need to act commercially, and follow
this general pattern:

A. The application and any existing exporter file should be examined to determine
whether the information is adequate to make a decision. The application should
be checked against current risk management guidelines to determine if the
application is eligible. e.g. the size of the proposed facility is acceptable taking
into account other guarantees outstanding for credits to the exporter or related
comparnes.

B. Where information is on hand which allows for assessment of the application
without further enquiry, the lender/exporter should be advised of approval or
rejection within the specified time frame established following receipt of the
application.

C. Where information is insufficient. action should be taken on the day of receipt of
the application to obtain necessary information and procedures followed to ensure
prompt follow up. Receipt of the application should be acknowledged by
telephone and in writing on the same day as actual receipt of the application, and
the lender should be advised of the action taken to obtain the information. The
lender should be regularly kept informed on the progress of the information
collection process.

D. A Guarantee Questionnaire for the facility should be completed by the
underwriter, as soon as information is available, or as soon as a decision is
required. This Questionnaire is attached to Form 201 and Form 202.

E. Forms 201 and 202 should be reviewed by the underwriter. The underwriter
should summarize the relevant financial data and the matters to be taken into
account in reaching a recommendation, and then recommend a specific decision.
Space is provided on form 201 and 202 for comment and concurrence of
management in accordance with the Delegation of Authority for the Program.

F. For each guarantee, completing the following Guarantee Questionnaire is a useful
guide to reaching conclusions incorporated in Forms 201 and 202.

I'
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FACILITY: GUARANTEE QUESTIONNAIRE

GUARANTEE N&.- EXPORTER NAME:
No.

IDATE: ILENDER: I
(l) Can the exporter, and
related businesses, be
correctly identified from
available information?

(2) What is Export Credit
Agency's experience with the
exporter/related companies?

(3) What is the experience of
the lender with the exporter?

(4) How long has the business
been operating?

(5) How long has the company
been exporting?

(6) Are the current directors
and senior managers
experienced and successful in
managing this business?

(7) Have any recent changes in
management or ownership
occurred? If so, what is the
impact?

(8) Is there any significant
history of overdue payment?

(9) Is the business diversified
or reliant on 1 or 2 products?
If so, where is the business
cycle now?

(10) Is the business in an
expansion, contraction or
steady phase?
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GUARANTEE QUESTIONNAIRE. Page 2

GUARA.L~TEE No: EXPORTER NAME:
No.

DATE: LENDER:

(11) Is the working capital
adequate to support current
operations? Is working capital
adequate to support operations
including this credit facility? .

(12) Is the company
profitable?

(13) Is the exporter's net worth
satisfactorY?

(14) Are the company's
borrowings within safe limits
and appropriately structured?
Has there been any change in
the debt profile of the
business?

(15) Are there any negative
elements such as disputes,
Gourt proceedings or political
events adversely affecting the
exporter or the exporter's
markets?

(16) Is the quality of the credit
reports high and recommend
size and payment terms of this
transaction ?

(17) \\!hat is the quality of the
foreign buyer(s) and the
exporter's experience with
them?

(18) Is the country risk
acceptable? Are the foreign
buyers creditworthy and likely
to pay the exporter as agreed?
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V. KEY UNDERWRITING ISSUES

Not all information used in making credit decisions is of the same value. Set out
below are some of the important issues to be addressed in guarantee assessments. Within
this list, there are some that are more important than others. Elements that are of major
importance and which are discussed in more detail below are:

• exporter's record of payment of debts
• record of the directors and management of the exporter in successfully managing

the business
• stability of the exporter's industry
• lenders and export credit agency's experience with the exporter
• exporter's experience with the foreign buyer
• quality of the credit checkings/reports
• solvency or working capital position of the exporter

Most of the questions and issues that underwriters consider when assessing short term
credit, including those referred to above are summarized in the following pages.

A. Can the exporter be correctly identified from available information?

A comparison of the name and address of the exporter described in the Guarantee
Application and the exporter contained in any Credit Report and relevant documents
should be carefully conducted. Any discrepancy should be investigated, usually in the
first instance, by contacting the lender and then the exporter to confirm that details
supplied in the application are correct. Care should be taken to identify all related
businesses in the country.

B. What is the Export Credit Agency's experience with the exporter?

The exporter file should be checked to determine what experience the export credit
agency has with the exporter. if any. This is important to determine the total potential
exposure for the export credit agency including the application under consideration. Also,
negative information and experience would signal caution and good experience would
help to support granting of additional coverage. The underwriter should also check to see
that the information in the files is consistent with the application under consideration. The
underwriter should also check to determine the exposure to and experience with related,
affiliated companies.
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C. What is the experience of the lender with the exporter?

This is a very important element in assessing an exporter. If the lender has been
successfully financing a exporter for some time and for amounts similar to that requested
in the application, this is a very strong indication that the exporter is likely to continue to
pay the lender. Good payment experience is probably the best indicator of future prompt
payment. Also, in many cases, a lender has a great deal of information about an exporter
and the exporter's business which could be useful in making a decision. This information
could be particularly useful where there is difficulty in making a recommendation.

Whether the exporter has relationships with more than one bank should be ascertained
and the experience with each explored. The information provided by the lender can be
compared and weighed against the information from other sources.

D. How long has the business been operating?

The length of time a business has been in operation, surviving and paying its creditors,
is an important element in assessing the creditworthiness of a company. Certain
presumptions can be made regarding a company that has been in business for a number of
years and has traded effectively in that period of time.

Absent information to the contrary for experienced. long-established firms, it is
reasonable to presume that the business:

.• has effective management;
• is likely to have an acceptable record of payment of its creditors; and,
• is in an industry sufficiently stable to allow for viable business operations.

Of course, regard should be given to any factors which may make it unwise for
underwriters to presume such matters, such as a recent change in senior management or a
recent change in trading patterns or in the terms under which the exporter trades. In the
absence of such factors, a lengthy record of trading is an important factor in considering
the creditworthiness of a company. When a company has been recently established.
greater care should be exercised in credit assessment, especially on such matters as
adequate capitalization, quality and experience of management, etc.

To be eligible for some facilities, a firm must have been established and operating as
an independent business for at least six months. Suppliers and exporters must have been
in business for at least two years in order to be eligible for other facilities.

E. How long has the company been exporting?

That a company has successfully exported and been paid is a good indication of future
ability to export. Repeat sales to the same buyers, and growing sales, are particularly'
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favorable indicators.

Under the facility, to be eligible a company either must have an established record of
domestic sales or have a principal/chief executive who is experienced in exporting. lfthe
firm is new to export, it should have annual domestic sales of at least five times the value
of the export Lie supporting the eligible credits and/or advances to be covered under the
facility.

If a beginning exporter, the principal or chief executive must have exporting
experience in the same product area. Specifically, the minimum requirement should be at
least two (2) years' exporting experience as a principal or in senior management in the
same product area, or completion of at least two successful export Lie transactions.

Under a facility intended for more established exporters, eligible exporters will
generally have been exporting for two years or more, and have some experience in the
same product area to be financed under the guarantee.

F. Are the current directors and senior managers experienced and successful in
managing this business?

Quality of management is a critical element to the success of a business, particularly
in industries and economies where there is open competition requiring effective
management for survival. Accordingly, underwriters should focus on the identity of the

. managers and their experience. As afready noted, if the exporter has been trading
effectively with existing management for some years, the quality of the management can
be presumed to be good. However, if management is new, and is unproven, care should
be exercised in scrutinizing the recent record of the company. If there is new, unproven
management combined with adverse recent developments, caution should be exercised in
approving a guarantee.

G. Have any recent changes in management or ownership of the business
occurred? If so, what is the impact?

Where there have been recent major changes in senior management, greater care
should be exercised in making presumptions based on the previous trading history of the
company. An attempt should be made to obtain information on the experience and track
record of the new management. Where there has been a recent change in ownership, care
should be taken to ascertain whether there has been an adverse change in the policy of the
company, such as increased borrowing, higher debt/equity ratio, extended payment terms
from creditors, higher dividend payments, etc.
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H. Is there any significant history of overdue payment?

This is a critical element in underwriting short term credit risk. If there is a history of
defaults and/or long delays in payment of debts, particularly trade debts, cover should be
denied unless there.is a justifiable reason for believing that past behavior will not be a
reliable guide to the future. Justifiable reasons might be a change of ownership or
management to persons with a sound record of operating or managing organizations that
honor their commercial debts, or a substantial injection of funds into an organization that
has been operating with less than acceptable levels of working capital.

The correct premise to work from is that any company with a recent history of defaults
or lengthy overdue payments should be denied approval. In some cases, where there is an
established pattern of overdue payments without outright defaults, approval with a longer
than usual period to pay claims can be considered as an underwriting condition on
approval. Little regard should be given to any claims by the lender or exporter that a
special relationship exists between the exporter. the lender and/or a foreign buyer,
implying that payment of the debt to the lender would be favored over other debts.

The underwriter should review available records and information on the exporter, its
principals and officers. This would include checkings with the exporter's bank(s),
suppliers, the Registrar of Companies, courts and any other source of credit information.
Any derogatory information with regard to payment or legal proceedings must be
considered grounds for denial of the guarantee. In order to consider approval, any such
negative information must be thoroughly investigated and determination made that the
causes of such negative reports are not now and will not be a factor in the foreseeable
future. For example, ifprevious management was responsible for payment problems and
CUIrent management has a successful payment record. all else being equal, the underwriter
might conclude that issuance of a guarantee was warranted.

1. Is the business diversified or reliant on one or two products? If reliant on
one or two products, where is the business cycle now?

Many industries are subject to business cycles which can cause high levels of
bankruptcies. e.g. building industry or trading in some types of commodities. It is
important to keep in touch with the stage of the business cycle and the fortunes of those
engaged in the mdustry concerned. For larger transactions, economic research may need
to be done using digests and periodicals which pennit these investigations to be done.

J. Is the business in an expansion, contraction or steady phase?

If the business is rapidly expanding, certain elements of the company's recent history
should be carefully checked.; Rapid expansion in and of itself is not necessarily adverse,
unless the resources of the company are being pushed to the limit. The most important
element to be concerned with for an expanding company is the position and trend of the
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WOfJejng capital. Otfl8r-elements to check are profitability, debt service and debt/equity
relationships.

A company with a history of operating profitably and effectively at a steady rate is
clearly a good credit risk.

If business is contracting, concern should be about the quality of management and the
external economic factors impinging upon the trading operations of the exporter, such as
deregulation increasing the level of competition in the exporter's industry, international
market changes, or the stage of the business cycle of the exporter's industry.

To determine the trend of a company, financial analysis of several years' financial
statements should be undertaken. Extensive analysis should only take place if the size of
the business warrants this approach and there are indications that such an analysis would
yield useful results.

K. Is the working capital adequate to support current operations? Is working
capital adequate to support operations including this credit facility?

The adequacy of working capital is a critical issue for underwriting short term credit.
A company may have a number of longer term problems, such as a higher than appropriate
debt level or a gradual decline in profitability. These will be of major concern to an
investor or long term lender and will ultimately be reflected in a shortfall of working
capital. These matters are not as critical to a short term guarantee as is adequacy of
working capital.

Working capital is a measure of an enterprise's ability to meet its short term
commitments with cash and assets intended to be converted into cash in the short term
period. Working capital is defined as Current Assets minus Current Liabilities. Current
Assets are cash. accounts receivable and stocks. Current Liabilities are accounts payable
and debts maturing in the short term, i.e. within a period of 12 months. Working capital
determines whether a company can meet its immediate or current debts as they fall due.
The adequacy of working capital is determined by means of the Current Ratio, being
current assets divided by current liabilities.

Clearly a company with less readily realizable assets than immediately payable debts,
cannot be an acceptable credit risk unless there is evidence of external support by
shareholders, directors, or the exporter's bank. What is a desirable ratio is open to
question. Generally speaking, a current ratio of 1.5 to 1 is healthy. Underwriters.
however, should be prepared to encounter many exporters with less acceptable ratios than
this and be willing to approve guarantees for these exporters if the totality of the
information indicates that this is not a serious problem. One useful guide is to have regard
to the industry average if this 'information is available.

It should be noted that it may be necessary to examine the components making up
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working capital. The so-called"current" assets on the balance sheet may not be in fact
short tenn. It is quite common to fmd longer term receivables and slow moving stocks
shown as current assets. Underwriters should use their judgement in deciding if assets and
liabilities are current or not, regardless of their categorization on the financial statements.

A further refmement of the Current Assets Ratio is the Quick Assets Ratio, often
referred to as the "acid test." The Quick Assets Ratio is defined as Quick Assets divided
by Current Liabilities. Quick Assets are Current Assets less stocks and prepaid expenses.
Sometimes bank overdrafts are also subtracted from current liabilities on the assumption
that bank overdrafts are rarely withdrawn on short notice. It is recommended that
underwriters include bank over-drafts in current liabilities, as banks' own financial
concerns affect provision of credit facilities, e.g. many banks seem more willing to
withdraw credit facilities due to concerns· about capital adequacy under the new
regulations. Quick Assets can be a better test of a company's liquidity, depending on how
readily saleable is the company's inventory. This ratio tests the ability of the business to
meet its immediate commitments if called upon to do so by its creditors without disturbing
its nonnal business activity.

A Quick Ratio should normally be at least 1: 1. Lower ratios are frequently
encountered, and may be considered acceptable if trends are positive and working capital
appears sufficient.

Other measures of working capital relate to quality and liquidity of the components of
working capital. The average collection period, also referred to as days in accounts
receivable or receivable turnover, measures the number of days the business takes, on
average, to collect accounts (and notes) receivable and convert them into cash. The
measure indicates the liquidity of the receivable. When compared with industry nonns, it
provides an indication of the quality of the receivables. Slower than average turnover of
receivables may reflect collection problems. Receivable turnover is calculated as the
average of receivables at two dates (e.g. receivables at two consecutive year-ends divided
by two) divided by sales in the period times 365 days.

Inventory turnover (also referred to as stock turnover or inventory turnover in days)
measures the average rate at which inventory move through the business. It is a measure
of quality as well as of liquidity of the inventory, forming part of current assets. When
compared with industry norms, slow turnover may indicate obsolescence of inventory,
which could affect the firm's ability to generate cash to pay debt obligations. Inventory
turnover is calculated by dividing cost of goods sold by the average inventory. Opening
and closing inventory (stocks) are added and divided by two to calculate average
inventory. Average inventory is divided by cost of goods sold during the period and then
multiplied by 365 days to detennine the number of days it takes to turn over inventory.
This ratio also can assist in detennining what are the real working capital needs of the
exporter.
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L. Is the company profitable?

----Since the export credit agency is concerned with profitability from the point of view
of a short term trade creditor, the most important thing underwriters need to observe is
that the company is profitable and that there is not a significant trend of declining
profitability. The absolute level of profit or the return on net worth are not of major
concern.

Under the facility, exporters must be operating profitably to be eligible. If new-to­
export, the company must be profitable for at least the latest annual period. If the exporter
has been established for less than two years and is considered a beginning exporter, the
firm must be profitable for at least the last six months. Suppliers and exporters under
other facilities must have a record of profitable operations for the last two years, and
prospects for continuing and future profitable operation with reasonable growth
possibilities consistent with industry averages.

Two relevant indicators are Return on Sales (i.e. Net Profit After Tax divided by Net
Sales) and Return on Assets (Net Profit After Tax divided by Total Assets). It is difficult
to determine what is an acceptable level of profit from the perspective of short term credit
risk. Regard should be had to the industry average, if available. However, it is not
satisfactory if a company has been making large recent losses unless the reason is clear
and short-lived, and if the company does not have sufficient reserves to allow continued
trading, notwithstanding the level of losses. In cases where there is a declining
profitability or actual losses being incurred, but the company is considered good for a
short term transaction, approvals could be limited in time or to specific transactions, and
more frequent facility reviews scheduled.

M. Is the exporter's net worth satisfactory?

The net worth is the total assets of the company minus the total liabilities. It
represents the amount available to shareholders of the company and the amount available
to finance losses. The bigger the proportion of net worth to total assets, the greater the
buffer against ultimate insolvency. However, before too much reliance is placed on net
worth, the quality of the assets and the ability of the company to convert the assets into
cash with which to pay short term creditors needs to be examined. It would not be
sensible policy to base an approval solely on the net worth when it appears that the
company is in financial difficulties, particularly if there is some doubt about the quality or
salability of the assets.

Also the relationship of current and fixed assets may indicate the level of net worth
necessary to sustain the business. It is a generally accepted credit principle that fixed
assets should be financed out of equity and current assets out of normal trade credit
(typically, supplier credit and short term financing from financial institutions). Thus, for a
business with relatively low fixed assets, such as a trading company, net worth might be
low relative to short term liabilities and a higher debt to net worth ratio may be acceptable.
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A manufacturing finn with relatively more fixed assets would require more equity.

N. Are the company's borrowings within safe limits and appropriately
structured? Has there been any change in the debt profile of the business?

Are the borrowings within safe limits? This can be detennined by looking at the
DebtJEquity Ratio, i.e. total debt divided by shareholders equity. To detennine the
significance of the debt/equity ratio, it is necessary to refer to the industry average. Some
industries such as banks and financial institutions have apparently high debt/equity ratios,
but this is due to the nature of the business. There is a general principle that for a
manufacturing or trading company, it is appropriate to have a ratio ofnot more than 2: 1,
(i.e. debt not more than two times equity). If this rule were strictly applied, the practical
necessity of approving guarantees would be overlooked. It is probably a good rule that if
the debt/equity ratio is higher than the industry average, then before approval of a
guarantee, careful scrutiny should be made of other important factors such as levels of
working capital and the debt servicing record. Trading companies, retailers and financial
finns often have much higher ratios.

A high debt to net worth ratio may be more of a concern in relation to a medium or
small size business because the business may have difficulty raising more funds, and
particularly in the short tenn, be overtrading or susceptible to take-over.

Once again. it should be noted that the trend of the debt to net worth ratio may be
more important than the absolute level, and many other factors enter into the decision on
creditworthiness. Thus, businesses that meet the debt to net worth criteria may not be
acceptable risks based on other measures.

Another indicator is a coverage ratio, net earnings before payment of loan interest
expense and tax expense divided by the amount of loan interest expense paid (EBIT),
often referred to as "times interest earned." This ratio indicates the adequacy of income to
cover the fixed interest incurred, and reflects the amount of debt that a business may
safely carry and still be able to pay. Normally this ratio should be 3:1 or greater.
However. each case should be evaluated on its merits as many companies consistently
operate "vith a high level of debt and a low EBIT ratio.

Are the exporter's borrowings appropriately structured? Debt that is appropriately
structured allows for debt servicing at times best suited to the debtor's cash flows and
within affordable limits. Underwriters will frequently encounter situations where the
exporter depends on short tenn overdraft facilities for survival, whereas the appropriate
structure would be long tenn debt. The exporters in these situations can be entirely
dependent on the lender's goodwill in rolling over short term facilities. In these cases, it is
necessary to exercise some discretion and judgement. Many companies trade
continuously on these tenns and it would not be realistic to refuse a guarantee based solely
on this fact. In cases where this situation exists and there appear to be deteriorating
financial circumstances, it may be appropriate to require that the lender provide written
indications of continued support for the exporter. J
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Has there been any change in the debt profile of the business? A recent change from
medium term amortized debt to short term securities or a sudden increase in loans to or by
directors or shareholders are examples of situations that may need to be explained before a
guarantee can be recommended for approval. Again, this is a situation where discretion
and balance need to be exercised in order to avoid needless delay in approving guarantees.
Quite often a sudden change in debt profile is accompanied by adverse indicators such as a
decline in profitability, in which case an underwriter is put on notice and should exercise
care and endeavor to obtain as much information as possible before deciding on a
recommendation.

o. Are there any negative elements such as disputes, court proceedings or
political events adversely affecting the exporter or the exporter's markets?

Underwriters need to be conscious of external events or circumstances which might
have an impact on the exporter's ability to pay. It is not appropriate for an underwriter to
institute extensive investigations to discover matters which are not known or suspected.
Instead, it is important to be aware of events occurring in the exporter's industry and in the
countries where the firm exports and to be put on notice to enquire further if there is a
reasonable possibility that such events or circumstances could adversely affect the
business.

P. Is the quality of the available credit information high and do they
recommend a transaction of this size and payment terms?

The underwriter should ascertain whether the quality of the information in the report
is high or is it largely a record of unsubstantiated assertions by the exporter's owners or
managers. The quality of the report depends to some extent on the source of the
information. particularly if there is independent verification of the exporter's payment
record.

There should be good reasons. clearly explained, for going against a negative
recommendation in a report. However, when the quality of the report is low and other
information is available, a recommendation, particularly a positive one, can be departed
from. An underwriter should always refer to the report's recommendations in the
summary.

Q. What is the quality of the lender?

This is also an important issue. Is the lender experienced in export finance and does
the lender know the exporter well? How good is the quality of the lender's credit contrpls
and systems? If these questions are answered satisfactorily, a great deal of weight can be
attached to the lender's opinion of the exporter. ~
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R. Is the Country Risk acceptable? Are the foreign buyers creditworthy and
likely to pay the exporter as agreed?

This question is a reminder to carry out appropriate investigations if there is serious
doubt about political risk in the countries where the company exports. Export credit
insurance is often required for all sales involving sales on deferred payment terms. The
underwriter should consult with the area responsible for Country Risk when appropriate.

The analysis of a foreign buyer is very similar to that which is undertaken for an
exporter. The major difference-is that the appropriate information for analysis is less
readily available, particularly current information about the commercial reputation and
financial position. Also, issues of Country Risk are critical. Where there is serious
concern about the country situation, underwriters should be prepared to express a view on
the acceptability of Country Risk in their analysis and recommendations.

To review, among the major elements of concern in analyzing the creditworthiness of
an exporter are the following:

• Exporter's record of debt payment;

• Record of the directors and management of the exporter in successfully managing
the business, and particularly in exporting;

• Recommendations and quality of the credit reports;

- • Working capital position of the exporter;

• Stability of the exporter's industry.
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VI. Approval Authority for Guarantees

Decision-making authority for approval and denial of all guarantee applications is
vested within the General Manager or, in his absence, with the Financial Manager.
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PROGRAM CLAIlVIS AND RECOVERIES MANUAL

1. INTRODUCTION

The primary functions of the Claims and Recoveries process of the Pre-Export
Guarantee Program are:

A. Evaluate and process guarantee claims

B. Monitor and recommend actions with regard to cases in payment difficulty

C. Evaluate, recommend and implement agreed upon actions regarding settling
claims and recovery cases

D. Monitor bank collection efforts, formulate collection strategy and develop
recovery plans

E. Coordinate strategies and legal actions with JLGC legal counsel and bank
attorneys

A. Organization and Purpose of the Manual

1. Organization

The Claims and Recoveries Manual in the Introduction briefly discusses the
purposes of the Manual including key principles guiding claims and recoveries,
definitions and responsibilities for preparation and revision of the Manual. Section 2
addresses policies and procedures with regard to delayed payment, including extension
of the due date and financial difficulties. Section 3 deals with assessing validity and
payment of claims. Section 4 presents policies and procedures for recovery amounts
paid in claims. In each section of the Manual, the text of the applicable clause from the
Guarantee Agreement and Addenda is shown, followed by a discussion of the policies
(Guiding Principles) and procedures (Practices) related to it on which the Claims
Department takes action.

This Claims and Recoveries Manual contains policies and procedures that JLGC
follows when examining payment problem situations, evaluating and paying valid claims
and effecting recoveries for the Pre-Export Guarantee Program (pEGP). It is meant to
be a guide for JLGC as an organization, and for the Claims staff in particular.
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The Manual provides information and guidance to Claims staff on the policies and
procedures that guide their work. It can also inform the staff of other departments on
what is involved in claims and recoveries.

It should be noted, however, that although this Manual aims to be comprehensive, it
cannot cover all situations.

2. Definitions

Reference should be made to the Guarantee Agreement and Addenda for specific
and commonly used definitions with regard to Claims and Recoveries. In addition,
Claims staff may consult with the Head of the Claims process and publications in the
library for additional guidance.

B. Guiding Principles

The purpose of the Program, is to provide assurance that in the event that
guaranteed payments are not received as agreed, JLGC pays in accordance with the
relevant guarantee terms and conditions. In this sense, JLGC exists to pay promptly
valid claims. A complementary purpose is to minimise the probable loss of JLGC
through sound claims evaluation and effective recovery actions.

It is very important that JLGC promptly pay all valid claims. If claims are not paid
promptly, the value of the guarantee is diminished, and usage of the JLGC programs is
likely to diminish as well. As a result, the exporter is not served, nor is JLGC able to
prosper and meet its mandate to support exports. JLGC's claims and recoveries
activities stem from its obligations under its various contracts of guarantee. Efficient
examination, speedy processing and settlement of valid claims and effective recovery are
objectives which must be borne in mind at all times, for the ultimate test of JLGC's
value to exporters when they are in difficulty is the JLGC's performance.

JLGC's resources should be protected through sound administration of claims and
recoveries. It is important also thatJLGC only pay valid claims, and take all steps
necessary to effect the maximum recovery of amounts paid out as claims.

Given that the situation with each exporter is different and that each lender operates
differently, the circumstances surrounding each claim are different. One hundred
percent compliance with all the terms and conditions of the guarantee is the exception
rather than the rule. The Claims staff must use their judgement as to whether the non­
compliance justifies denial of payment of a claim. Requiring strict adherence to all the
terms and conditions will almost certainly result in claim denial. The role of the Claims

2



staff is not to deny claims, but to make judgements as to whether or not any breach of
the contract was intentional and/or whether it made a significant contribution to the loss
occurring and/or to the amount of the loss. In other words, if the breach of the
guarantee agreement made no significant difference, it should not be considered grounds
for denial of the cl3:im. However, intentional fraud or misrepresentation is an exception.
Fraud and intentional misrepresentation should always be considered sufficient reason to
deny a claim, no matter what the impact.

Even where the breach is determined to be significant, but seems unintentional,
JLGC may decide to pay the claim (making an ex-gratia payment), determining that the
goodwill obtained from paying a claim outweighed the cost. If this is done, however,
care should be taken that it not be done too often and that it not be done only for some
clients and not others, to avoid appearance of preference or discrimination in favour of
one lender over another. All attempts to politically influence decisions on claims and
recoveries should be resisted.

In all cases, the Claims process should respond as quickly as possible to any
situation that mayor has become a claim. Experience has shown that prompt and
sensible action by the lender usually produces the best results in obtaining payments
from the exporter; conversely, the prospect of obtaining payment dwindles with the
passage of time.

Claims and recoveries can provide useful information to JLGC regarding the PEGP,
which should be communicated to senior management and the appropriate departments.
For example. claims and recovery cases may reveal problems related to:

• clarity and adequacy of guarantee wording;

• adequacy or appropriateness of underwriting criteria or application of the
criteria; and

• quality and suitability of risk management policies and procedures.

The above points to the importance of maintaining good communications within JLGC.

1. Approach to Claims and Recoveries

Regardless of whether the Claims staff is addressing extension, payment difficulty,
claim, recovery or write-off, a problem solving approach is appropriate, as follows:

a. keep in mind always ,the objectives of seeking to prevent and/or minimise loss,
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and of providing service to the guaranteed lender in accordance with the terms
and conditions of the guarantee;

b. identify the problem, by fmding out what caused it;
c. consider what options might be available in the circumstances of the case;
d. reach a fInn view of which option would be best for meeting the objective stated

in (a);
e. seek, when in doubt, guidance from the Claims Manager or seek legal advice, as

appropriate.
f. take a decision or, if the best option falls outside delegated authority, make a

recommendation; and
g. monitor the outcome of the case as it develops.

Claims staff should be thoroughly familiar with all the terms of the Guarantee
Agreement, and Addenda. It should be kept in mind at all times that the key, guiding
clauses for the program are the following:

Credits and/or advances made to the exporter are covered by the guarantee when:

a. a Guarantee has been issued by JLGC; and

b. the guarantee fees have been paid.

These are the two key conditions in the Guarantee Agreement that govern whether
or not a guarantee is valid

2. Reasons for Payment Default

The following is a list of common reasons for default, most of which generally
result from inadequate management. It is not possible to list all the potential causes for
default, given that virtually all cases are different.

• Decline in domestic and/or export business volume
• Non-payment by a foreign buyer
• Shortage of working capital
• Non-payment of domestic receivables
• Inability to produce goods of the quality or amounts needed to fulfil orders
• Cancellation of orders
e Shortage of raw materials--

.• Production equipment failure or obsolescence
• Use of funds for 9ther purposes
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• Inability to borrow additional sums
• Rise in expenses
• Death or departure of key managers or owners

c. Management Responsibilities

1. Responsibilities of the Export Credit Guarantee Division (ECGD)

The general rule is that when a loss seems certain or probable, the Claims process
should be initiated. In most situations, both underwriting and claims executives should
work together until a formal claim is lodged. At that time the exclusive responsibility
transfers to the Claims process.

2. Management Reporting Responsibilities

The Claims staff is responsible for maintaining records of probable losses, claims
and recoveries cases. The staff prepares a monthly report for the Director General,
which is normally included in the monthly report to the Board of Directors. The reports
provide summaries of pending cases, indicating number, amount and status.

These reports should include the following for probable loss, claims and recoveries
cases:

• number of cases and the value at the beginning of the month
- • cases added during the month

• cases deleted and reasons for deletion (e.g. exporter paid, claim paid, recovered
in full, write-off, etc.)

• number of cases and values at the end of the month.

3. Preparation and Revision of the Manual

Preparation of revisions to the Claims and Recoveries Manual is the responsibility
of the ECDG. The Direcor General approves the manual and any changes, based on
exercise of the authority granted to him by the Board of Directors. The Manual should
reflect the policies adopted by the Board. The Manual may be amplified, amended or
replaced, in whole or in part, by the Director General through issuance of Claims
Circulars.

It is the responsibility of the ECGD to review the Manual annually, taking into
consideration the policies ad~pted by the Board, the views of the Marketing Division.
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any changes in local law, and additions or changes suggested as a result of experience
with particular claims and recoveries actions. It is the specific responsibility of the
ECDG to propose changes in the Manual and submit them to the Director General for
approval.
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II. DELAYED PAYMENT

Delayed Payment refers to the stages prior to a claim being filed, including:

• Extension of Due Date, i.e the lender and JLGC have agreed to an extension of
the due date;

• Report of overdue payment, i.e. lender reports that payment is 30 or more days
past the due date or the extended due date; and

• Financial difficulties, i.e. awareness of occurrence of an event likely to cause
loss.

A. Extension of Due Date

1. Relevant Guarantee Clauses

The relevant clause of the Addenda related to Extension of Due Date is the
following:

In the Addenda -

The Bank is required to obtain the approval of JLGC prior to the rescheduling
. and/or extending the maturity date of any guaranteed loan.

2. Guiding Principles

The lender must request JLGC's agreement if an extension is proposed. If it is
believed that the extension does not jeopardize JLGC's position in any significant way,
the extension should be granted. The request should be scrutinized to determine whether
the proposed extension favours the lender with regard to credit facilities that are not
guaranteed. ECGD should presume that the lender has a sound basis for requesting
extension, and be predisposed to approval. Note that the lender is required to use its
nonnal loan administration and supervision polices and procedures with regard to
guaranteed credits/advances as it does for non-guaranteed ones.
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3. Practice

In such cases, ECGD receives the request, reviews it (requesting any necessary
clarifications from the lender) and makes a recommendation, normally within two days.
However, if ECGD has any concern regarding the appropriateness of the extension, it
should be referred to the Claims staff for concurrence. The lender should be informed
verbally of the extension, followed by written confirmation.

ECGD monitors the status of repayment by the exporter on the extended due date.
If no payment is received, the lender may submit another request for extension to
ECGD for consideration. If the lender decides not to extend the due date further, JLGC
suspends guarantee of additional credits/advances. (See Report of Overdue
Credits/Advances and Payment Difficulties below.)

B. Report of Overdue Credits/Advances or Event of Potential Loss

1. Relevant Guarantee Clauses

In t..l-re Guarantee Agreement -

Subject to the Provisions of Article 6 below with respect to any gurantee that JLGC
issues in accordance with the procedure set out in Addendum A, JLGC agrees to
pay the amount of the guarantee within three months (3) from the date of receipt of
the Second Party's request for the payment thereof after lapse of the Default Period
of the loan set out in Article 6(a) below.

Submit, within a maximum of ten days from the end of the relevant quarter or the
month, quarterly reports on Form 203 (Addendum D) detailing all the quarterly
lending activities of the Second Party and monthly reports on Form 204 (Addendum
E) detailing the unpaid due instalments.

2. Guiding Principles

ECGD should take notice of any situation where guaranteed credits/advances are 30
days past due. A past due situation might arise from many causes" including any of the
factors mentioned on page 4 above. The main objectives of ECGD in handling of past
dues and notices of events likely to cause loss are the following:

• to minimise the loss and to maximise recovery of the unpaid debt as quickly as
possible;
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• to protect the validity and enforceability of the debt; and

• to make it clear what the lender's position is under the guarantee, e.g. if there is
a major breach of the guarantee conditions, such as non-payment of guarantee
fees.

If the lender does not agree to extend the due date or apply for the extension, ECGD
advises the lender that guarantees on additional credits/advances are suspended. The
lender may propose that it continue giving credits/advances under the PEGP citing
reason for such a course of action. ECGD considers such requests, consistent with the
idea behind a program of reducing loss and having a greater opportunity for complete
recovery than through calling of guarantees and liquidation of collateral. The quality
and record of the exporter should be the main detenninant of the appropriate course of
action. Once an exporter is in serious financial difficulties, it is usually futile to give
extensions of time to make payment of debt.

In order to ensure that appropriate and prompt action is taken, notification to
ECGD by the lender of any event likely to cause loss is required as soon as the lender
becomes aware of the event. Prompt notification is necessary because actions taken or
omitted at an early stage could be vital as to whether or not a loss actually occurs.

3. Practice

ECGD receives notification of past dues shown in Fonn 204. ECGD registers the
overdue, and the guarantee executive in charge checks the status of the reported
overdue. If an extension has been granted by the lender and JLGC the guarantee
executive monitors whether or not payment was received on the extended due date.

Whether or not the lender suggests a further extension of due date from the original
or extended due date, the guarantee executive advises the lender to continue submitting
Fonn 204 until the overdue has been settled or a claim has been submitted to JLGC.

If a notice is received from the lender under the Guarantee Agreement and Addenda
about an event likely to cause loss, this is immediately transmitted to the Claims staff as
a notice of Probable Loss. The Claims staff assesses the circumstances of potential loss,
with particular reference to the following:

• bankruptcy or similar insolvent condition;

• classified as a fmancially inferior by the local credit bureaus

• more than one ~onth overdue in payment of debt obligations (including

9



guaranteed credits/advances);

• misuse of the guaranteed credits/advances for purposes other than originally
agreed;

• legal proceedings against the exporter in relation to a fmancial transaction in
violation of law such as the tax law; and

• dormant business (no activity for three months or more).

ECGD quickly analyzes the material submitted by the lender and makes a
recommendation as to how to proceed.

ECGD reviews available information regarding payment difficulties, including any
material submitted by the lender. If, on the basis of the information obtained, it appears
that the guaranteed amounts will be recovered, measures to be taken to avoid loss
normally will be left to the lender. JLGC should request the lender to inform JLGC of
actions taken and the results of these actions.

ECGD may suggest that the lender take specific action, if it believes that necessary.
For example, the lender might be requested to send a strongly-worded letter, fax or
telex to the exporter, pressing for immediate payment of the outstanding debt, or to
exert pressure on the guarantor(s), if any, to pay the past due debt. In some cases the
lender might be asked to institute legal proceedings.

- JLGC cannot require the lender to take specific action. However, the lender may
have to show that whatever actions are taken or not taken have not jeopardized JLGC's
position with regard to a subsequent claim. It should be noted that if any actions are
taken by the lender at the direction of the JLGC, or after close consultation and
agreement with JLGC, JLGC cannot allege later that such actions constitute a breach by
the lender of any pertinent obligations under the Guarantee Agreement.

While ECGD and Claims staff are expected to take quick and effective action at this
stage, care should be taken to ensure that all contacts with lenders are documented,
particularly if the lender is asked to take actions. ECGD and Claims staff should take
care not to mislead the lender with regard to any matter that may affect JLGC' s liability,
either directly or through omission.

When a notification of a probable loss case is received by the Claims staff, the
following steps are undertaken:

• Claims staff regi~ters the details in a Payment Daily Register (or comparable
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computer-based program).

• Claims staff prepares a summary sheet capturing the salient points on the
development of the case and maintains this infonnation on file.

The Claims staff carries out an initial fact-fmding, including ascertaining the following:

• reason for non-payment, and any dispute related to domestic or export business
of the guaranteed exporter.

• amount and tenns of credits/advance made

• the amount and terms of credit/advances made that are past due

• amount and tenns of any outstanding and planned export transactions for which
credits/advances are or will be utilized

• any actions taken by the lender to reduce the potential for loss

• experience of other lenders and suppliers with the guaranteed exporter.

This summary of the case should also draw the attention of the Claims staff to any
irregularities detected and recommend a course of action to be taken.

The Claims staff then detennines what other infonnation is required and from whom
it should be requested, i.e. from JLGC's Departments, the lender, the Central Bank,
etc. In order to determine the current financial condition of the exporter, a personal
visit to the exporter I s business premises may be required in cases where the guaranteed
amount is large. It may also be necessary to investigate the potential of recovery
through liquidation of collateral and calling on personal guarantees.

a. Actual or Imminent Insolvency

The results of the preliminary investigation may indicate that the exporter is or may
become insolvent imminently. In this case, the following steps should be taken:

(i) Establish the Fact of Insolvency

The Claims staff should seek infonnation from the lender, exporter and the judicial
system to determine whether or not the exporter has been officially declared insolvent
and a receiver or liquidator appointed. The Claims staff should endeavor to ascertain
the name and address of.the receiver or liquidator.
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(ii) Registration of Debt

If insolvency is established, the Claims staff should request the lender to lodge a
claim on the insolvent estates for the full amount due by the exporter, and ensure that
the claim is duly registered with and admitted by the receiver or liquidator.

b. Pursuit of Guarantors

If preliminary investigation indicates serious financial difficulty, insufficient security
collateral, and/or imminent insolvency, the Claims staff should pursue calls on any
personal guarantees, including third parties that have provided guarantees.

The Claims staff should first request the lender to exert pressure on the exporter
and/or other personal guarantor(s) to pay the debt. If the guarantor(s) do not make
payment, the lender should be requested to obtain a judgement against the guarantor(s)
for the amount of the debt and take necessary legal actions to realize pledged and
hypothecated goods or other assets.

c. Rescheduling Plan

In the event that determination is made that the exporter has the intention of paying
the debt and could do so over time, the best option to prevent loss may be to reschedule
the debt according to a specific repayment plan. Any rescheduling should ideally have
the following elements:

• part of the outstanding debt is payable immediately;

• a third-party guarantor acceptable to JLGC guarantees the remaining portion of
the debt:

• regular installments (preferably monthly) are required for a period not exceeding
one year:

• an acceleration clause (in the event of non-payment of any installment on the due
date, the entire amount outstanding becomes payable immediately) is included;

• the rescheduling is in writing and is legally enforceable;

• any other creditors ~gree to similar rescheduling treatment.
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III. CLAIM:S

A. Complianc~ with Guarantee Agreement Conditions

When the claim is submitted, the lender must have complied with the conditions of
the Guarantee Agreement, both in relation to the transaction for which the claim is being
made and in general terms.

1. Relevant Guarantee Clauses

In the Guarantee Agreement -

Subject to the Provisions of Article 6 below with respect to any guarantee that
JLGC issues in accordance with the procedure set out in Addendum A, JLGC
agrees to pay the amount of the guarantee within three months (3) from the date of
receipt of the Second Party's request for the payment thereof after lapse of the
Default Period of the loan set out in Article 6(a) below.

Submit, within a maximum of ten days from the end of the relevant quarter or
the month, quarterly reports on Form 203 (Addendum D) detailing all the quarterly
lending activities of the Second Party and monthly reports on Form 204 (Addendum
E) detailing the unpaid due instalments.

, Claims under any guarantee granted by JLGC pursuant to this Agreement may
not be submitted until the relevant loan becomes a "Loan in Default". A Loan shall
be considered a "Loan in Default" if the borrower fails to pay the full amount of
due loan installments for a period of 180 consecutive days.

The Second Party shall take any and all the legal, judicial, and follow - up
measures necessary for the collection of the amounts due from the defaulting
borrowers.

One year after the beginning of the 180 day default period, JLGC shall have the
right, either on its own or jointly with the Second Party, to commence any necessary
collection procedures against the defaulting borrowers. In such a case, the Second
Party shall deliver all documents relating to the said debts to JLGC as well as a
letter of assignment assigning all of the Second Party's rights under the Loan
Agreement and third party guarantees to JLGC.
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2. Guiding Principles

As stated in the beginning of this Manual, the objective of the guarantee is to protect
the lender from incurring losses on guaranteed credits by paying valid claims covered by
the guarantee. The Claims staff should keep in mind that paying claims is the main
reason for the existence of JLGC, and to a large extent, JLGC will be judged on its
record of paying the proper amount of claims and on the basis of efficient and prompt
claims administration. It is important that the claims executive be reasonable and not
unduly restrictive by imposing.unrealistic standards and by expecting the lender's
analysis to be more comprehensive, when judged in hindsight. The standard is rather
that the lender conduct its activities as a reasonably prudent organization would with
respect to documentation and dealing with the exporters, acting as if the credits and/or
advances were not guaranteed and the lender had to bear the full loss.

The Claims staff should interpret compliance with the Guarantee Agreement and the
Addenda broadly and recommend prompt payment of any apparently valid claim that
conforms with the intent of the guarantee. Promptness is essential in dealing with
claims. As stated in the Guarantee Agreement, JCGL will pay the lender within 90 days,
upon receipt of a valid claim. If decisions are delayed, lenders may complain because
of the uncertainty of knowing if payment will be received at all or what amount will be
paid. The lender in the interim incurs a loss in income that would have been earned had
payment been received quickly.

3. Practice

The guarantee is unconditional with respect to the actions of the exporter. It is not
unconditional with respect to the lender. The conditions for the guarantee are
straightforward. The essential conditions, as stated on page 4 of this manual govern
payment of the claim. Form 202 refers to a particular transaction/exporter, so that a
future claim can be identified with a specific guarantee. It is a basic component of a
contract that there be some consideration which obligates JLGC to pay claims subject to
the terms and conditions agreed upon in the guarantee documents.

Once the guarantee fee is paid, consideration has been received and JLGC is
obligated to pay under the guarantee and cannot withdraw it (since it is irrevocable)
except as explicitly stated in the Guarantee Agreement and Addenda. Non-payment of
the guarantee fee is a valid reason to deny a claim, because, in effect, no guarantee
contract is in force without payment of the fee.

The specific basis for rejection of a claim are set forth in the Guarantee Agreement
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and Addenda. All relate to actions of the lender.

No cross default provisions apply to guaranteed credits/advances. If the exporter
defaults on another debt, it is not a sufficient basis for considering the guaranteed credit
also in default.

In order for the JLGC to pay a claim, the lender's loss must apply to
credits/advances that were eligible for guarantee. Eligible credits/advances are defIned
in Addendum (A). As the objective of the PEGP is to assist exporters to obtain
fInancing to support export sales, the credits/advances should conform to the criteria set
forth relating to export credits: The lender need only establish that the credits/advances
were made in accordance with these criteria. However, if, for example, the exporter
used the funds for other purposes and misrepresented the situation to the lender, the
credits/advances would be guaranteed and eligible for claims payment. The guarantee
applies as long as the lender acted in good faith.

If an irregularity or discrepancy, not detected when examining at the probable loss
stage, is subsequently found in the claims documents supplied, the Claims staff should
take these into account, being certain to take a flexible approach.

When a claim is submitted, the lender must demonstrate compliance with conditions
of the Guarantee Agreement, both in relation to specific credits/advances and in general.

The procedures for claims processing are presented in greater detail below,
including reference to appropriate clauses in the Guarantee Agreement and Addenda.

B. Procedures for Submission and Processing of Claims

1. Relevant Guarantee Clauses

In the Guarantee Agreement -

Subject to the Provisions of Article 6 below with respect to any guarantee that JLGC
issues in accordance with the procedure set out in Addendum A, JLGC agrees to
pay the amount of the guarantee within three months (3) from the date of receipt of
the Second Party's request for the payment thereof after lapse of the Default Period
of the loan set out in Article 6(a) below.

Claims under any guarantee granted by JLGC pursuant to this Agreement may not
be submitted until the relevant loan becomes a "Loan in Default". A Loan shall be
considered a "Loan in Default" if the borrower fails to pay the full amount of due
loan instalments for a period of 180 consecutive days.
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Before any claim under a guarantee is paid, the Second Party shall submit to JLGC
evidence that it has implemented the following:

a. Visits to borrower's site;
b. Full study of the borrower's financial position; and
c. Collection procedures including, but not limited to;

1. Sending claim letters, warning and/or notices to third party guarantors if
any;

2. Commencing legaI action to foreclose on the borrower's equipment, third
party guarantees and other collateral;

3. Any other steps deemed necessary to collect the due and unpaid amount of
the loan.

In the event of a claim being submitted by the Second Party under any guarantee
hereunder, the following documents should be attached to the claim;

a. A photocopy of all statements and documents that evidence the efforts exerted for
the collection of such an amount;

b. A photocopy of Loan Agreement concluded between the Second Party and the
borrower;

c. A photocopy of the statement of account of the borrower;
d. Form 205 (Addendum F) properly filled out;
e. Fonn 205/a (Addendum G) properly filled out together with all the documents

stated therein attached to the said form; and
f. Any other documents requested by JLGC.

The Second Party shall credit any guarantee proceeds which it receives from JLGC to
a separate account named "Security Against Credit Facilities". This amount cannot be
used to offset any portion of the corresponding "Loan in Default" except after exhaustion
of all collection efforts, judicial or otherwise, against the borrower and third party
guarantors.

One year after the beginning of the 180 day default period, JLGC shall have the right,
either on its OW'll or jointly with the Second Party, to commence any necessary collection
procedures against the defaulting borrowers. In such a case, the Second Party shall
deliver all documents relating to the said debts to JLGC as well as a letter of assignment
assigning all of the Second Party's rights under the Loan Agreement and third party
guarantees to JLGC.

Any amounts. including interest, collected from the defaulting borrower or as a result
of execution on collateral including third party guarantees, shall be distributed, within a.
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period not exceeding three months from the date of their collection, between the Parties in
proportion to the agreed upon coverage ratio after deduction of any legal and court fees
incurred in connection with the collection.

2. Guiding Principles

In order to have consistency in managing the guarantee and for the lender to have
knowledge of when payment under the guarantee could occur, it is necessary to stipulate
the earliest date for which a claim may be filed. A payment is considered in default if it
remains unpaid for 30 days after it is due. The lender can file a claim 150 days thereafter
or 180 days after the due date. The 150 day period helps assure that the default was not
some technical matter (e.g. lost check incorrect crediting ofa payment, etc.) or a
temporary cash shortfall which could be quickly remedied. The waiting period limits the
potential for unnecessary claims preparation and processing by the lender and JLGc.

When making a claim, the lender must submit documentation which establishes the
basis on which the credits/advances were disbursed, status of the guaranteed credits, and
compliance with conditions of the guarantee. Documents to be submitted would normally
include:

• documents indicating payment has been demanded of the exporter and guarantors

• loan documentation (letter of offer, loan agreement, and evidence of disbursements
and existence of required guarantees)

• listing of all debts of the exporter

• other documents showing compliance with the Guarantee Agreement and
Addenda, including Addendum (F) and Addendum (G)

While Claims staff should seek to have complete documentation, judgement should be
exercised as to what information is essential to complete claims processing.

Claims staff should only request additional information, particularly from sources
other than the lender's own records, when absolutely necessary.

Every effort should be made to pay claims promptly. The Guarantee Agreement
provides that JLGC seeks to pay claims within 90 days of receipt. Missing information
should delay claims processing only if the information is critical to the decision.

The exact amount of the JLGC's liability must be determined when a claim is
submitted.
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3. Practice

\\Then Form (205) and (205/a) are received by JLGC, it is sent to the ECGD. The
claim is assigned to a staff member. The staff member undertakes the following
procedure:

a. Verify all documents and statements which are requisite have been
included with the claims letter;

b. Verifies bank has honored terms of the Guarantee Agreement and Addenda upon
extending and monitoring the loan throughout its tenor;

c. Verifies seriousness of bank efforts in following the collection measures;

d. Determines guaranteed amount JLGC must pay;

e. Prepares Defaulted Loan Memorandum;

f. Forwards the Defaulted Loan Memorandum to the Division Manager of the
ECGD;

g. After approval by the Division Manager of ECGD the memorandum is forwarded
to the Director General;

h. Upon approval of Director General (1) if claim amount is less than J.D.
lO,OOO it goes to the Reinbursement Committee, (2) if claim is above J.D.
10,000 it goes to the Board ofDirectors;

1. If approved as described in (8) the claim is paid via letter with
accompanying check. If declined such action is conveyed to the bank via letter;

J. The amount of the paid claim is recorded and is monitored via the bank
through the collection efforts of the bank. This process includes monthly
reporting by the bank on the status of its collection.
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IV. RECOVERIES

Recoveries refers to the process of recovering money or property from the defaulting
exporter or from any other person from whom recoveries can be made, pursuant to the
rights of the lender or JLGC arising after payment of a claim.

A. Relevant Guarantee Clauses

In the Guarantee Agreement -

Any amounts, including interest, collected from the defaulting borrower or as a result
of execution on collateral including third party guarantees, shall be distributed, within a
period not exceeding three months from the date of their collection, between the Parties in
proportion to the agreed upon coverage ratio after deduction of any legal and court fees
incurred in connection with the collection.

B. Guiding Principles

Recoveries constitute a major objective of the Claims process and it is the
responsibility of the ECGD to maximise recoveries. Successful pursuit of recoveries
keeps down the JLGC's losses and contributes to the JLGC's ability to keep premium
rates down.

The Guarantee Agreement provides for subrogation. The doctrine of subrogation
under general law is that once a guarantor has paid a claim to a guaranteed party, the
guarantor is subrogated to the rights of the guaranteed party to the subject matter of the
guarantee. In other words, JLGC is permitted to claim against the exporter in substitution
for the guaranteed lender. JLGC is allowed to take over from the lender and act in the
name of the lender in seeking recovery of the debt. It should be noted that the lender is to
continue recovery actions, including legal actions, following consultation with and request
of JLGC. JLGC may exercise its subrogated rights by obtaining from the lender a power
of attorney and assignment of all or part of the lender's rights, title and interest in the
guaranteed debt. These rights do not arise until after payment of a claim.

JLGC normally requires the lender to pursue recoveries.

'Nhen the lender is requested to take action to effect recoveries, the lender is
reimbursed from recoveries, with JLGC's agreement, for such expenses in the same
proportion the Guaranteed Percentage bears to the amount of loss. This reduces
significantly the cost of recovery to the lender. Payment is normally authorized for the .
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lender's out-of-pocket expenses, but not for in-house costs and overheads.

c. Practice

1. Recovery Actions

The first task after a claim has been paid is to develop a recovery program for the
case. In most cases, during the probable loss and claims evaluation processes, the
potential for recovery and the most efficient methods to employ have already been
considered. '

The Claims staff assigned to deal with recovery should address the following:

• whether or not recovery action is worthwhile

• whether or not the lenders should be instructed to take action

• whether or not the lenders should subrogate their rights

In almost all cases, the question arises whether or not further money should be spent
on lawyers and debt recovery action when the prospects for recovery are difficult to
assess. The following may be helpful with regard to the question of the value of taking
recovery action:

• for an insolvency case, check with the liquidator, receiver or trustee on progress of
the proceedings, including any letters issued. Receivers and trustees are usually
required to advise creditors of details of the assets and liabilities, proposals for
realization of the assets and the likely outcome of recovery proceedings.

• for a default case, check if the buyer has shown any intention to payor if action
against the guarantor is yielding results. If some willingness to pay has been
demonstrated, the potential for recovery is usually greater than ifno efforts are
evident.

Determining when it is more advantageous for JLGC than for the lender to pursue
recovery may be a difficult decision. It cannot be emphasized too strongly that once a
claim has been paid, JLGC can direct the course of recovery action. Lenders should be
reminded of their obligations and of the JLGC's views of how to pursue recovery as soon
as the claim is paid. This is particularly important because lenders are relieved of the bulk
of their loss once a claim has been paid, and consequently may be reluctant to take
necessary action. This may be particularly true if the action to be taken involves well­
known persons and businesses. However, it should be noted that in some cases it may,be
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essential for the lender to undertake direct negotiations to effect recoveries. For example,
the lender may have special knowledge of the market or industry that makes the lender
useful, or even indispensable, in the recovery process.

The Claims staff may perceive that the lender is making less than a "best efforts"
attempt to collect. In such cases, a visit to the lender by the Marketing Division and/or
Senior Officers may be useful to learn the lender's intent regarding recovery actions and to
encourage them to take necessary actions. If the results are unsatisfactory, subrogation
may be the only feasible choice. However, once JLGC has decided to take direct and
positive action to recover debt, including direct relationships with the exporter, even if no
legal proceedings are initiated in the name of the lender, it is difficult to withdraw and
require that the lender then take action. Once made, a decision to pursue recoveries
directly is for all practical purposes irreversible.

It is almost always a good policy to visit and interview the debtor, the lender's
representative and any of the involved lawyers. Also, if the exporter has other credit
relationships, a visit to the other bankers or secured creditors can often provide useful
information. Even iflittle direct benefit is obtained from these visits, the personal contact
with others involved in the recovery process usually results in more effective recovery
actions.

The case of insolvency requires additional action. The Claims staff responsible for a
recovery should ascertain that the JLGC-guaranteed debt is included in the list of debts
prepared by the receiver or trustee of the debtor's estate. JLGC is required in most cases
to "prove" the debt, which involves a process of providing statements and evidence of the
existence of the guaranteed debt to the trustee of the insolvent's estate. As a creditor, the
JLGC or the lender also would normally have the right to vote at creditors' meetings and
influence decisions on the recovery process.

The Claims staff who is responsible for the recovery case prepares a recovery program
and makes recommendations for specific actions to be taken. These decisions may be
difficult. The more infonned the Claims staff is of the legal system, costs and practical
issues involved in recovery proceedings, the more likely it is that appropriate decisions
will be made. Claims staff should be trained in and research details of the local legal
system and its operation, particularly if large amounts are involved.

2. Allocation of Recoveries

lfthe lender is required to pursue recoveries, the lender regularly reports on the status
of these efforts, and also shall notify JLGC of any amounts recovered and the lender's
proposal for apportionment. JLGC has a similar obligation to infonn the lender in the
event JLGC undertakes recovery actions.
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In the event that there is successful recovery action, the amounts recovered must be
allocated between the lender and JLGC. Allocation of recoveries between the lender and
JLGC is specified in the Guarantee Agreement and Addenda, with 100% interest owed the
lender prior to the date of loss having first priority, recovery expenses in proportion the
loss was guaranteed next, and finally the loss itself also in the same proportion. If the
lender makes recovery, the Claims staff examines the apportionment proposed by the
lender. Normally, JLGC accepts forreimbursement of recovery expenses the costs of
travel, accommodation and legal advice (except from the lender's in-house legal staff) or
other professional services as incurred in the course of actions undertaken with the
approval of, or required by, the company. Likewise, JLGC's in-house expenses and
overheads are not allocated in the reimbursement of expenses.

The Claims staff informs the lender in writing of the JLGC's position with regard to
the apportionment (agree, disagree or agree with specified modifications). If the lender
has made recovery, the letter would include a request that the appropriate amount be
remitted to JLGC. If JLGC has made recovery, the letter would indicate the amount to be
remitted to the iender, request the lender's agreement to the proposed apportionment, and
indicate payment would be remitted upon receipt of the lender's agreement.
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v. WRITE - OFF

A. Guiding Principles

Any case should be written off as soon as practicable where the prospect of recovery
or further recovery is non-existent or exceptionally remote.

The decision to write - off a case is most likely to be appropriate in the following
situations :

• liquidator or receiver in cases of insolvency indicates no prospect of any
distribution from the estate of the exporter/guarantor(s);

• based on the Default Loan Memorandum of the exporter/guarantor(s) in cases of
insolvency, funds are not even adequate for secured creditors in full;

• exporter/guarantor is untraceable for a period of one year;

• exporter's financial status has deteriorated so that assets, based on current
values, are inadequate to pay secured creditors in full;

• exporter/guarantor(s) has become insolvent subsequent to payment of the claim;

• efforts of debt collectors have failed completely;

• legal action is not considered worthwhile, against either the exporter or any
guarantor.

B. Practice

Under the Guarantee Agreement, the lender may propose that no further recovery
actions be undenaken and the amount of loss be written - off. The Claims staff reviews
such proposals. and with the concurrence of the Claims Manager (or others according to
the current delegation of authority with regard to claims and recoveries), informs the
lender in writing indicating agreement for the lender to abandon recovery action and
write off the case.

If JLGC disagrees with the lender and believes some recovery is still possible,
JLGC would so inform the lender and normally assume responsibility for such recovery.
If the lender believes that no further recovery is possible (or only at unreasonable cost),
asking the lender to continue is unlikely to produce any positive results.
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If the Claims staff believes that no further recovery is possible, with the concurrence
of the Claims Manager, write - off should be proposed and the lender informed in
writing that no further recovery action will be undertaken by JLGC and any further
actions will be at the discretion of the lender.

When JLGC reaches the decision that no further recovery (whether at the suggestion
of the lender or JLGC itself) is possible, the claims file should be closed, and the
appropriate notations made in the recoveries records and the Finance Division informed
in writing.

In order to ensure that recovery prospects are adequately assessed, reserve
provisions are appropriate, and financial position is accurately characterized, at the end
of each fiscal year each open recovery case should be evaluated by the Claims

__D~I2-artmentandapprDpriate actions proposed,in~luding new legal-actions and write ­
offs.
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VI. APPROVAL AUTHORITY FOR CLAIM:S

Decision-Making authority for approval and denial of all Claims Applications is
vested within the General Manager or in his absence with the Financial Manager. All
decisions regarding claims up to JD10,000 can be taken by the Reimbursement
Committee. Above that amount the decision should be taken by the Board.

Structure of the said committee is as follows:

- Dr. Jamal Salah
- Dr. Zuhair Khalifah
- Dr. Ali Hamadah
- Dr. Mohd. Yaser Al-Asmer
- Mr. Daoud AI-Kurd
- Fadel Shaheen

Committee Head
Member
Member
Member
Member
Secretary
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Date: -----

MONTHLY REPORT ON DUE BUT UNPAID LOANS *

Name of the OnnlJr-inancial Institution:-------------------
~

Loan Nclnle of Amount of the Outstanding Amounlof Date of First Number of Reasons for Endeavors Other
No. Oorrower Granted Loan Balance Unpaid Unpaid Days in Non- (or Notes

Installments Installment Delay Repayment Colleclion
., .

-

Total: I I I I

'.

• TllO duo loans intended by this form are those loans for which thirty days have lapsed Since {flair-due date~·

GgQ~Qn~ror non-reRf!ym~!lt

1. Delay in payment
2. Financial Difficulties
3. No conlact has yet been made with

the client
'1. No response from the client
5. Others (Give dotail)

...
Name and Rank of Signatory

Collection Endeavors
a. Contacts over telephone
b. Reminder Notification
c. Field visits
d. Requests for repayment
e. Legal Warning
f. Seizure for securily
g. Recourse to guarantors
h. Filing of lawsuits
i. Others (Detail)

Banl< Signature
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THE JORDAJ."I LOAN GUARANTEE CORPORATION LTD.

Date -----

Attachment (B) - Form (205)

CLAIM TO THE AMOUNT OF THE LOAN

Name of the Bank / Financial Institution: _

1. Loan Number: _

2. Name of the Borrower / Owner: _

3. Address of the Borrower

4. Address of the Owner

5. Amount of the granted loan
ratio %

6. Rate of interest %

7. Date of approval / /19
installment %

_ .. 8. ReClh'TenCe ofinstalment and fu'"IlOunt of each one:

Address of the project

Address of the Authorized
Director

Guarantee coverage

Commission rate %

Date of first

9. Kind of existing guarantees ( Real Estate, Shares, Bonds, Personal Guarantees,
Others)

10. Estimated amount for the existing guarantees:

11. Degree of the guarantee:

12. Other creditors taking part in the loan and amount of their credit:
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Continuation for Attachment (B) - Form (205)

13. Measures taken by the participants in the loan:

14. Date of last paid installment I /19

15. Amounts of collections after the date of last paid installment:

16. Dates of unpaid installments:

17. Reasons for non-performance:

18. The outstanding balance of the loan principal upon the start of the non-performing
period of the loan:

19. Accumulated interest for the non-performing period:

20. Amount required to be paid:

21. Terms of the bank upon granting the loan:

2~. Procedures for follow up and collection:

23. Legal procedures taken:

24. Other comments:

We hereby do assert that the above mentioned data is correct and that we have undertaken
and will undertake to follow up on the borrower and the guarantors thereof by way of
taking all legal and judicial measures for collection pursuant to what is stipulated in the
Guarantee Agreement concluded with you.

Name and Rank of Signatory
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THE JORDAN LOAN GUARANTEE CORPORATION LTD.

Date _

Attachment (C) - Form (20S/a)

LETTER OF CLAIM TO THE AMOUNT OF THE GUARANTEE

Name of Bank / Financial Institution _

Messrs. The Jordan Loan Guarantee Corporation Ltd..

Greetings,

We confirm that the loan No. Granted by us to the client _
Has been in default for a period exceeding 180 days, therefore it has become due for
repayment of a sum equaling the already approved risk coverage ratio pursuant to the
articles of the Guarantee Agreement concluded with you on And in
execution of what is stated in the articles of the Agreement and its Addenda, we do hereby
submit to you the following forms and documents:

1. A photocopy of the Loan Agreement concluded between us and the borrower.

2. A photocopy of the client's balance sheet as of the date of disbursement of the loan.

3. Form No. (205), Addendum (F) dully filled out.

4. A photocopy ofthe bank recommendation and its approval on granting the loan.

5. The credit Feasibility Study of the loan comprising the financial and profit and loss
statements, the financial analysis and the cash flows.

6. A photocopy of the mortgage documents, the trade license and trade registration
certificate.
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Continuation for Attachment (C) - Form (20S/a)

7. A photocopy of the statements and documents which evidence the exerted efforts for
collection. The documents and statements include visits paid to the work site of the
borrower, a study ofhis financial position, letters of claims, warnings, notices sent to
guarantors, measures taken for collection such as seizure for security and foreclosure
of the collaterals in kind in addition to other relevant legal and judicial procedures.

8. The bank's opinion on the possibility of collecting the due amounts.

Furthermore, we will provide you with any information or other dates you deem necessary
to facilitate the procedures for this claim.

Name and Rank of Signatory
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AddendumH
Letter of Commitment

Date----

;)

m

BEST AVAILABLE COpy

~oan

nount of Coverage

(if any)

lOur form 202 Notification dated with respect to the above referenced

nformed that we have approved the loan from the purposes of the Guarantee
ered into between us on and we, therefore, agree to guarantee the said
to the terms of the Guarantee Agreement up to the abovementioned amount of

rds.

For & on Behalf of
JLGC

By

Name

Title
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OPERATIONAL GUIDELINES FOR BANKS

1. GENERAL DESCRIPTION

Jordan Loan Guarantee Corporation (JLGC) has established the Pre-Export Guarantee
Program (PEGP) for the purpose of providing credit guarantees to banks. These guarantees are
meant to encourage banks to extend credit to Jordanian exporters to finance the pre-export phase
of the export cycle. The PEGP is ~ working capital guarantee facility aimed at assisting Jordanian
exporters obtain finance. It is anticipated that in the near future JLGC will establish a guarantee
program for the issuance of guarantees to cover periods following shipment and this program
will protect against the risk of non-payment by overseas buyers caused by commercial or
political events in the country of the buyer.

The PEGP is thus a domestic credit guarantee facility to protect Jordanian banks against
protracted default or insolvency of Jordanian businesses while these entities are in the cycle of
preparing products for export abroad. It is worthy of note that there is a foreign risk aspect of the
PEGP program in that the eventual foreign buyer could experience difficulties during this pre­
export period thereby affecting its ability to pay the Jordanian exporter. Non-payment to the
Jordanian exporter could adversely affect its ability to repay its loan to the Jordanian bank.
Nonetheless, the PEGP should be viewed as a domestic working capital facility for the purpose
of encouraging exports from Jordan.

The enterprises financed by the banks under the PEGP must meet the criteria of being a small
business in Jordan. A small business is defined as a Jordanian individual or business whose
principal place of business and permanent residency is in Jordan with fifty or less full time
employees and total assets (excluding land. buildings and equipment) not exceeding the
J.D.equivalent of $250,000.

Banks financing products to be exported enter into a Guarantee Agreement with the JLGC
which defines the responsibilities of the bank and the JLGC under the PEGP. The remainder of
this document is devoted to describing these responsibilities and to inform the banks how to
conduct operational activities when financing small businesses under a PEGP.

A. The JLGC in conjunction with the bank will establish a specific ceiling for guarantees
issued to cover the credit risks relating to the loans granted by the bank under the PEGP.
The guarantee ceiling is detennined by estimating the total amount of loans expected to
be made by the bank and approved by JLGc.

The JLGC has the right to cancel any unutilized portion of the guarantee ceiling at any
time without giving the reason for such a cancellation. A thirty day written notice must
be given the bank by JLGC and the cancellation of the unutilized portion shall only be



effective after the lapse of the notification period. The bank is entitled to a
reimbursement for guarantee fees already paid for the quarter of the year during which the
cancellation has been made on a proportional basis equaling the proportion between the
canceled amount and the total amount of the ceiling. This cancellation does not affect the
utilized portion of the ceiling as that portion remains covered per the terms of the
Guaranteed Agreement and its Addenda.

The bank has the right to request a reduction of the ceiling at any time. Any such
reduction will take effect at the beginning of the next calendar quarter provided the bank
has requested the reduction at least two weeks prior to the end of the quarter.

Increases to the ceiling can also be made at any time through consultation and
coordination between JLGC and the bank. Such an increase can be effective as of the
date the two parties have come to a verbal agreement on the matter provided such a
verbal agreement is supported by a written letter to that effect.

B. The bank is required to evaluate loans under generally accepted banking practices the
same as the bank applies to its loans which have no guarantee cover from JLGc. This
includes processing loan applications, evaluating the fInancial ability of a proposed
borrower, considering the character of said borrower and any other factors affecting
decision making with regard to approving a credit. As part of the loan agreement
between the bank and the borrower, the bank attests it has the right to assign to JLGC its
full rights owed to it by the borrower.

With regard to loan maintenance, the bank agrees to make site visits to the borrowers'
office in order to ascertain that loan proceeds are utilized for the purposes stated in the
loan requests. These visits will confirm the positive operations, or identify negative
trends, for the borrowers. The bank also agrees to work on collecting loan installments
on their due dates and to utilize all requisite follow up procedures. The bank is further
obligated to keep JLGC informed on any matters that may affect its ability to meet its
obligation under the Guarantee Agreement and Addenda.

Addendum (A) to the Guarantee Agreement involves the Lending Procedures to be
followed by-me-iLGC and the bank under the PEGP. More information on this subject
will be provided later in this document but at this point it should be noted that the bank in
obtaining a guarantee facility for a borrower must first submit Form 201 (see Addendum
B) to JLGC. \Vithin seven days of approving a loan the bank must then submit Form 202
(see Addendum C). In order to allow JLGC to monitor activity under the PEGP a bank
must further submit Form 203 (see Addendum D) and Form 204 (see Addendum E).
Form 203 outlines guarantee activity during the quarter affecting the ceiling and naturally
is filed on a quarterly basis. Form 204 explains unpaid due installments and is filed
monthly. Each of these latter reports must be filed within ten days of the dates they are
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C. The cost to the bank for the coverage is 1.5% annually of the total guarantee ceiling
allocated to the bank. This fee is payable on a quarterly basis. Computation is made on
the basis of the highest guarantee ceiling in effect during a quarter. Forms 203 and 207
are the documents utilized by JLGC for reporting by the bank for these purposes. Should
the bank fail to pay guarantee fees due for a period of one month from due date, JLGC
has the right to suspend coverage for a period of two more months and will notify the
bank of this suspension. If payment is still not made JLGC has the right to terminate the
Guarantee Agreement and Addenda. JLGC must provide the bank a warning of this
termination one week before the last day of the suspension period. There is a mechanism
for reactivating coverage, either through reinstatement of the old agreement or issuance of
a new agreement if this series of events takes place.

D. A claim may be filed by the bank once a loan installment has failed to be paid in full for
180 days from due date. Form 205 (see Addendum F) is the document used by the bank
for this purpose. This document is attached to a Letter of Claim (Form 205/a). In
addition the bank must include in its submission a photocopy of all statements and
documents that evidence the efforts exerted for the collection of the loan. Also included
must be a photocopy of the Loan Agreement between the bank and the borrower plus a
statement of account of the borrower.

The bank must take all legal and judicial measures and make all efforts to effect
collection from non-performing borrowers. In this regard, JLGC requires that one year
after the beginning of the non-performing period of the loan it joins the bank in carrying
out all necessary measures to collect the loan. This includes the bank delivering all
documents relating to the said debts to JLGc. This requirement is imposed whether or
not a claim has been filed. Naturally, if a claim has been filed JLGC should be in
possession of all such documents. If the bank will not join in collection efforts JLGC
reserves the right to pursue the matter on its own.

If a bank is able to collect any amount from a non-performing borrower whose loans were
under the PEGP, the bank is required within three months of such collection to distribute
these collected amounts between JLGC and itself. Such distribution is to be made in
proportion with the ratio of the guarantee to the loan in question. The bank is allowed to
deduct legal expenses paid third parties utilized in pursuing the collection.

Should the bank obtain any legal interest for the period that follows the non-performance
period of the loan, the bank must share this interest with JLGC in proportion with the
ratio between the guarantee amount and the loan in question.

E. The JLGC reserves for itself the following:

1. JLGC can reject guaranteeing any loan proposed by the bank should such a decision
be in line with the policy of JLGC;



2. JLGC has the right to evaluate and follow up on existing loans guaranteed under the
PEGP. This can include making recommendations regarding the maintenance of such
loans, examining credit files of the bank and requesting information on the covered
borrowers; and,

3. JLGC can amend the lending procedures, guarantee conditions and the fonus/reports
required by the Guarantee Agreement provided the proposed amendments are not in
contradiction with the Articles of the Guarantee Agreement during its validity. These
amendments are enforceable after thirty days from the receipt of a written notification
to that effect by the bank.

F. A Guarantee Agreement entered into between JLGC and a bank is valid for one year from
the date of its conclusion and is automatically renewed for one year unless JLGC or the
bank infonus the other party it does not wish a renewal. This notification must be made
one month prior to the maturity date of the Guarantee Agreement.
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II. PEGP BANK LENDING GUIDELINES

A. Qualified Borrowers

1. lfthe Borrower is an individual, the borrower must be a national or permanent resident of
Jordan. lfthe Borrower is a corporation or other business entity, it must be majority ­
owned by Jordanian nationals or permanent residents of Jordan and/or corporations or
other business entities that are owned by such nationals or residents;

2. The Borrower must be 100% privately owned, controlled and operated;

3. The Borrower's principal place of business must be in Jordan ;

4. The Borrower must be a " microenterprise" or a small business enterprise as defined
below or as agreed to in writing by USAlD. A microenterprise is a productive Jordanian
individual or business whose principal place of business and permanent residency is in
Jordan with five or less full time employees, with total assets (excluding land, buildings
and equipment) not exceeding the JD equivalent of$100,000. A small business is a
productive Jordanian individual or business whose principle place ofbusiness and
residency is is Jordan with fifty or less full time employees, with total assets (excluding
land, buildings and equipment) not exceeding the JD equivalent of $250,000.

B. Qualified Loans

I., The maximum limit for a loan granted by the Bank is JD 100,000.

2. Loans are to be of a short term nature with a normal maximum maturity of 180 days but
in exceptional circumstances JLGC will consider loans with a maturity of 270 days.

3. Loans that finance any private productive export activity conducted principally in
Jordan and which is legal in Jordan.

4. Loans that meet the Bank's general credit criteria for loans.

5. Loans that are priced carrying the Bank's then applicable market interest rate.

c. Non- Qualified Loans

1. Loans granted to existing credit portfolios of the bank or for the renewal or extension
thereof. Additional credit to that already extended to a borrower is eligible.
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2. Loans for which interest is collected up front.

3. Loans that are financed in whole or in part with subsidized funds from any source.

4. Overdraft facilities whether or not they meet the other qualifying criteria.

D. The Guarantee Ratios

JLGC will guarantee the risks of the loan for 75% of the outstanding balance of the loan plus
the accrued interest on the loan during 180 days following the date of the last installment that has
been paid by the borrower provided all conditions of the Guarantee Agreement have been met.
No interest beyond 180 days after the last paid installment is covered by the guarantee. Further
the accrued interest paid under the guarantee must be a market rate set by the bank and no
amounts of penalty interest are guaranteed.

It is prohibited to collect loan interest up front.

E. Financial Analysis

The bank must conduct a financial analysis including the balance sheet, income statement I
and cash flow statement. This analysis must be retained in the bank's file of the borrower. An
operating budget for the borrower must be analyzed. All sources for loan repayment, induding
but not limited to collateral and outside guarantees, must be reviewed and the results maintained
in the file of the borrower.

Checkings with other banks and or suppliers of the borrower should be performed and the
results maintained in the borrower's file.

Any materials utilized in the credit decision making process should be recorded and
maintained in the file of the borrower.

F. Method of Repayment

Loans made under the PEGP may be repaid in monthly or quarterly installments in
accordance with cash flow analysis. In this regard one payment for the entire loan amount is
acceptable depending upon cash flow analysis
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G. Reschedulings / Extensions

The bank is required to obtain the approval of JLGC prior to the rescheduling and or
extending the maturity date of any guaranteed loan.
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III. APPLYING FOR A GUARANTEE

A. The initial step for a bank to apply for a loan guarantee is to submit Form 201. This form
identifies the borrower, the product to be exported and what country is the beneficiary of
the export, the balance sheet and income statement items, cash sources beyond the
borrower including guarantees and collateral plus the history the banks have had with the
proposed borrower. JLGC anticipates a quick turnaround response to the bank regarding
this request. If declined, the bank is so notified.

B. After receiving acknowledgment in the form of a fax from JLGC, the bank then submits
Form 202 to JLGC for final approval. This form provides greater detail on the proposed
transaction including cash flow information which assists JLGC in making a final
decision. Again JLGC anticipates a quick turnaround to the bank with its decision. If
approved, JLGC sends a letter of commitment to the bank. If declined, the bank is so
notified.

C. With receipt of the letter of commitment, the bank may advance the loan proceeds
knowing it has the guarantee of JLGC. It must administer the loan in the same
professional manner it administers non-guaranteed loans. This administration includes
meeting all the requirements as evidenced in the Guarantee Agreement and Addenda
thereto.
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IV. REPORTING ON GUARANTEED LOANS AND PAYMENT OF GUARANTEE
FEES

A. The bank must report on a monthly basis the amount of JLGC guaranteed loans. This is
accomplished by diskette and involves a simple listing of the loans by borrower and
amount. In addition the bank files Form 203 on a quarterly basis with JLGC (copy
attached). This form is due ten days after the end of each calendar quarter. The report
lists all new loans made during the past quarter which contain a guarantee from JLGC. It
provides information on loan number, name of borrower, amount of loan, interest rate,
outstanding balance. date- of approval, date of first payment, number of installments and
any other notes the bank deems pertinent. It also outlines the number of rejected loans,
number of repaid loans and the number of loans projected in the forthcoming quarter. In
addition to the number of loans in each of these categories it provides the total values of
the loan amounts in each of the three categories.

B. With regard to past due loans the bank is required to submit a monthly report, due ten
days after the close of each month. 1bis report is contained in Form 204 (copy attached)
and lists all loans for which thirty days have lapsed since their due dates. The
information provided in this report includes loan number, name of borrower, amount of
the loan granted, outstanding balance, amount of unpaid installments, date of first unpaid
installment, number of days in delay, reasons for non-repayment, endeavors for collection
and any other notes the bank deems pertinent.

Concerning reasons for non-repayment the form lists five possible considerations, the
. number for which can be inserted in the appropriate column. These reasons are:

1. Delay in payment
2. Financial difficulties
3. No contact has yet been made with the client
4. No response from the client
5. Others (give detail)

With regard to collection endeavors the form lists nine courses of potential action being
undertaken:

1. Contacts over telephone
2. Reminder notification
3. Field visits
4. Requests for repayment
5. Legal warning
6. Seizure for security
7. Recourse to guarantors

9



8. Filing oflawsuits
9. Others (give details)

C. The payment of guarantee fees to JLGC by the bank is due on a quarterly basis. The fees
are due ten days after the end of each quarter and are to accompany the filing of Form
203 and Form 207. As indicated earlier the fees are calculated at 1.5% annually of the
total guarantee ceiling allocated to the banle
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v. FILING CLAIMS WITH JLGC

As mentioned previously claims may be filed for a non-performing loan when the borrower
has failed to pay the full amount of the loan installment due thereon for a period of 180
consecutive days. JLGC has three months from the date the claim is filed to make or reject
payment. To receive a claims payment the bank must provide the necessary documents and meet
all its obligations under the Guarantee Agreement and Addenda.

The full process for filing a claim was outlined earlier in the General Description section and
need not be repeated here. Suffice it to say the bank must file Form 205 which describes the loan
which has not been repaid and accompany this document with Form 205/a which is a letter of
claim.

Form 205 gives considerable detail on the loan transaction including information on the
borrower and guarantor (if any), other creditors and measures taken by them to collect payment,
collections data, reasons for non-performance, outstanding balance of the loan principal upon the
start of the non-performing period, procedures for follow up and collection, legal procedures
taken plus any additional comments the bank wishes to make.

Form 205/a which is the letter of claim accompanying Form 205 lists information items in
addition to Form 205. These include a photocopy of the loan agreement, photocopy of the
borrower's balance sheet as of the date of disbursement of the loan, a photocopy of the bank
recommendation and its approval on granting the loan, the credit feasibility study of the loan,
photocopies ofany trade or mortgage documents and also photocopies of statements and
documents which evidence the exerted efforts for collection. This last item of statements and
docrup.ents could include visits paid to the worksite of the borrower, a study of his financial
position, letters of claims and warnings, notices sent to guarantors, measures taken for collection
such as seizure for security and foreclosure of collaterals in kind in addition to other relevant
legal and judicial procedures.

The final item in the letter of claim is the bank's opinion on the possibility of collecting the
due amounts.

The bank must keep in mind that this information contained in Form 205 and the papers
included with Form 205/a provide the basis of its claim. The bank must also be in compliance
with all the requirements of the Guarantee Agreement and Addenda thereto to be eligible for a
claims payment.
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VI. ADDENDA TO THE OPERATIONAL GUIDELINES FOR BANKS

Addendum A
AddendumB
Addendum C
AddendumD
AddendumE
Addendl.1mE
Addendum G
Addendum H
Addendum I

Guarantee Agreement
Form 201
Form 202
Form 203
Form 204
Form 205
Form 205/a
Letter of Commitment
Letter of Denial
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1. PRE-EXPORT CREDIT GUARANTEE AGREEMENT

This Agreement, made this __ day of__, 199_

By and Between:

1. Jordan Loan Guarantee Corporation whose address is at P.O. Box 830703, Amman
11183, Jordan represented by its Director General (hereinafter referred to as "JLGC") of
the one part, and

2. . .
whose address is at .
Represented by .
(Hereinafter referred to as "Second Party" and/or the "Bank")
of the other part,

WITNESSETH

Whereas, the Second Party is a fmancial institution/bank fully licensed to grant loans in Jordan;
Whereas, JLGC is in the business ofproviding guarantees to licensed Jordanian financial

institutions extending credit to small and medium size Jordanian businesses engaged in
exporting goods from Jordan;

Whereas, JLGC, now therefore, wishes to provide guarantees for working capital loans which
are granted by licensed Jordanian financial institutions in support of productive export
projects in Jordan;

And Whereas, the Second Party has been chosen to be one of the said financial institutions and
haS agreed to enter into an agreement to govern the relationship with JLGC with respect
to the said guarantees;

NOW, THEREFORE, the Parties hereto hereby agree as follows:

Article (1)
Preamble

The preamble hereto shall constitute part and parcel hereof.

Article (2)
Scope and Obligations of JLGC

a. Subject to the terms of the Article 5 below, JLGC agrees to allocate a specific ceiling
(hereinafter the "Guarantee Ceiling"), to be determined by JLGC and notified in writing to
the Second Party upon signature of this Agreement, for the total value of guarantees to be
provided by JLGC to cover the risks associated with qualified loans granted by the Second
Party to qualified borrowers as set out in Addendum A of this Agreement. It is clearly
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understood by the Parties that JLGC has the right to reject any loans submitted to it by the
Second Party in accordance JLGC's general internal policy and the Second Party may not
contest same for any reason whatsoever.

b. JLGC shall have the right by a simple notice in writing to refuse to guarantee any new
loans should its economic or financial condition or future plans require taking such a

measure.

c. Subject to the provisions of Article 6 below, with respect to any guarantee that JLGC Issues
in accordance with the procedure set out in Addendum A, JLGC agrees to pay the amount
of the guarantee within three month (3) from the date of receipt of the Second Party's request
for the payment thereof after the lapse of the Default Period of the Loan set out in Article 6 (a)
below.

d. JLGC shall provide the credit officers of the Second Party free-of- charge with the
necessary training on the lending and management procedures of the loans granted to the export
sector.

Article (3)
Obligations of the Second Party

The Second Party agrees to :

a. Receive and evaluate Loan applications and in so doing adhere to the then prevailing usual
banking credit evaluation criteria. The Second Party shall take into consideration the borrower's
reputation, character. financial position and ability to meet its obligations as well as any other
factors relevant to the decision whether to grant the Loan; it being clearly understood by the
Second Party that JLGC shall have the right to make recommendations and
remarks in that regard;

b. Assist potential borrowers in evaluating their projects and in preparing the necessary
infonnation with respect to the application such as financial statements and cash flow
projections;

c. Unless the PJrties otherwise agree in writing, take all the necessary measures which
guarantee the repayment of the Loan including life insurance on the borrower or insurance on
the project in question for an amount equal to the full outstanding balance of the Loan plus
interest. The said insurances shall continue to be valid throughout the tenn of the Loan;

d. Insert a text in the Loan agreement with the borrower in which the Second Party shall
have the right to assigned to JLGC all of its rights under the said Loan agreement;

e. Fully adhere to the terms of the Lending Procedures set out in Addendum A of this
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Agreement which is considered an indivisible part hereof;

f. Obtain information from JLGC on the borrower before moving ahead with
implementation procedures by submitting a complete Form 201 (Addendum B);

g. Provide JLGC with a notification of the approval of the Second Party on granting the Loan
by submitting a complete Form 202 (Addendum C) giving the summary of the Loan which
was committed by the Second Party within a maximum of seven days from the date the
Second Party's approval of the Loan;

h. Maintain (and allow JLGC to examine) a separate file for each borrower that includes all
information, statements and documents on the basis of which the decision for granting
the Loan has been taken as well as a detailed record of issues relating to the Loans and
developments thereon;

1. Perform office and on-location follow-up procedures on projects for which Loans have been
granted to ascertain that the Loan proceeds have been used for the approved purposes and to
monitor the progress and viability of the projects as well as work on the collection of the
Loan installments on their due dates, evaluate the ability of the borrower to fulfill its
obligations and follow up on the in-kind collateral and all other necessary follow-up
procedures; it being clearly understood by the Second Party the JLGC has the right to
evaluate and follow up itself on the said Loans;

J. Submit, within a maximum often days from the end of the relevant quarter or the month,
quarterly reports on Form 203 (Addendum D) detailing all the quarterly lending activities
of the Second Party and monthly reports on Form 204 (Addendum E) detailing the unpaid
due installments;

k. Provide and obtain, upon the request of JLGC, any other reports or information on the
borrowers covered by this Agreement;

1. Inform JLGC of any matters that may affect the ability of the Second Party to meet its
obligations in accordance with this Agreement;

m. Recruit and inform JLGC of the names of qualified employees to be responsible for the
management of the guaranteed Loans;

n. Nominate employees who will take part in the training courses offered by JLGC; and

o. Ensure that all third party guarantees of Loan guaranteed by JLGC include terms which
allow the Second Party to assign its rights thereunder to JLGC, taking into account the
outstanding liabilities of third party guarantee.
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Article (4)
Guarantee Fees

a. The Second Party should pay to JLGC a minimum armual Guarantee Fee of 1.5% of the
Guarantee Ceiling. allocated for the Second Party by the JLGC in accordance with Article 2(a)
above.

b. The said Guarantee Fee shall be paid by the Second Party on March 31, June 30,
September 30 and December 31 of each year.

c. For the purposes of computing-the said Guarantee Fee:

1. Any part of a quarter shall be considered as a whole quarter, and
2. Computation shall be made on the basis of the highest Guarantee Ceiling
allocated by JLGC within the quarter.

d. Should the Second Party fail to pay the Guarantee Fee within one (1) month of its due
date, then JLGC shall have the right, by a simple one week advance notice in writing, to
suspend its obligations under this Agreement, including its obligations with respect to
guarantees which were already used, for a period of two additional months. If at the end
of the said two month period, the Second Party is still in default of the payments under
this Agreement, then, without prejudice to its other rights in contract, law or otherwise,
JLGC shall have the right by a simple one week advance notice in writing to terminate
this Agreement.

e. If the Second Party wishes to enter into a new guarantee agreement with JLGC or ifit
wishes to reactivate this Agreement after its suspension or termination, the Second Party
shall pay to JLGC any overdue Guarantee Fees together with a penalty equaling 1% of
the total overdue fees plus interest thereon throughout the delay period at a rate to be

determined in accordance with the prevailing interest rate on credit facilities.

Article (5)
The Guarantee Ceiling

a. JLGC shall have the right, by a simple thirty day advance notice in writing, to cancel the
unutilized portion of the Guarantee Ceiling at any time without giving the reason for such
a cancellation. JLGC shall reimburse the Second Party for the amount of any paid

.. Guara..."1tee Fees in proportion to the-caneeledamoUl'1!of the-e-eilingand the remaining period
in the relevant quarter.

b. For purposes of computation of the unutilized portion of the guaranteed ceiling, the
obligations of the Second Party with respect to the unexecuted Loans shall be added to the
utilized portion of the Guarantee Ceiling.
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c. Should the unutilized portion of the allocated Guarantee Ceiling be canceled, the utilized
portion of the said Ceiling shall remain covered pursuant to the terms of this Agreement, and
any amendments, and its adenda that may be made thereto.

d. The Second Party shall have the right to request the reduction of its Guarantee Ceiling.
Such reduction shall be enforced as of the beginning of the quarter of the year following
the quarter during which the reduction was requested, provided, however, that the Second
Party shall have submitted the reduction request at least two weeks prior to the beginning
of the quarter during which the reduction will apply.

e. Increases of the Guarantee Ceiling can be made only by written agreement of the Parties
after mutual consultation and coordination.

Article (6)
Claims, Collections and Follow-up Under the Guarantees

a. Claims under any guarantee granted by JLGC pursuant to this Agreement may not be
submitted until the relevant Loan becomes a "Loan in Default". A Loan shall be considered a
"Loan in Default" if the borrower fails to pay the full amount of due Loan installments for a
period of 180 consecutive days.

b. In the event of the claim being submitted by the Second Party under any guarantee
hereunder, the following documents should be attached to the claim:

1. A photocopy of all statements and documents that evidence the efforts exerted for
the collection of such an amount.

2.' A photocopy of the Loan Agreement concluded between the Second Party and the
borrower.

3. A photocopy of the statement of account of the borrower.
4. Form 205 (Addendum F) properly filled out.
5. Form 2051 a (Addendum G) properly filled out together with all the documents stated

therein attached to the said form.
6. Any other documents requested by JLGC.

c. Before any claim under a guarantee is paid, the Second Party shall submit to JLGC
evidence that it has implemented the following:

1. Visits to the borrower's site;
2. Full study of the borrower's financial position; and

17



3. Collection procedures including, but not limited to,:
a) Sending claim letters, warning and/or notices to third party guarantors if
any;
b) Commencing legal action to foreclose on the borrower's equipment, third
party guarantees and other collateral;
c) Any other steps deemed necessary to collect due and unpaid amount of the
Loan.

d. The Second Party shall credit any guarantee proceeds which it receives from JLGC to a
separate account named "Security Against Credit Facilities". This amount can not be used
to offset any portion of the corresponding "Loan in Defaultll except after exhaustion of all
collection efforts, judicial or otherwise, against the borrower and third party guarantors.

e. The Second Party shall take any and all the legal, judicial and follow-up measures
necessary for the collection of the amounts due from the defaulting borrowers.

f. One year after the beginning of the 180 day default period, JLGC shall have the right,
either on its own or jointly with the Second Party, to commence any necessary collection
procedures against the defaulting borrowers. In such a case, the Second Party shall deliver
all documents relating to the said debts to JLGC as well a letter of assignment assigning
all of the Second Party's right under the Loan Agreement and third party guarantees to
JLGC.

g. Any amounts, including interest, collected from the defaulting borrower or as a result of
execution on collateral including third party guarantees, shall be distributed, within the
period not exceeding three months from the date of their collection, between the Parties
in proportion to the agreed upon coverage ratio after deduction of any legal and court fees
incurred in connection with the collection.

Article (7)
General Provisions

a. Amendments: Except as provided below, this Agreement and its Addenda may not be
amended or supplemented in any manner except by an instrument in writing signed by a
duly authorized representative of each of the Parties.

b. Amendments by JLGC: JLGC shall have the right to amend the Lending Procedures,
Guarantee Conditions and the Forms and Reports appended to this Agreement provided that the
proposed amendments are not in contradiction with the Articles of this Agreement.
The said amendments shall be enforced after thirty days from the receipt of a written
notification of that effect by the Second Party.

c. Dispute resolution: Any disputes that may arise between the two parties as a result of or in
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connection with this Agreement and its Addenda shall be settled in an amicable marmer. In
the event an amicable settlement to that dispute is not reached, the dispute shall be referred to
arbitration to be conducted by a specialized arbitrator acceptable to both Parties in
accordance with the Jordanian Arbitration Law.

Article (8)
Terms & Termination

a. This Agreement shall be valid for one year from the first written above and shall be
automatically renewed for similar periods unless either party informs the other of its desire
not to renew one (1) month prior to the end of the original term or any renewal thereof.

b. Expiration or non-renewal of this Agreement shall not affect the rights and obligations of
both parties with respect to guarantees which have been issued during its validity.

Article (9)
Entire Agreement

This agreement which consists of nine (9) Articles and nine (9) Addenda sets forth the entire
agreement and understanding of the Parties relating to the subject matter contained herein and
supersedes all prior discussions among the Parties, and none of the Parties shall be bound by any
previous agreements, negotiations, commitments or writing relating to the subject matter
contained herein except as expressly provided in this Agreement.

IN WITNESS WHEREOF, the parties have caused this Agreement to be executed in two
counterpart originals by their duly authorized representatives on the date specified above.

For and on Behalf of
JLGC

By _

Name _

Title _
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By _
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Title---------



THE JORDAN LOAN GUARANTEE CORPORATION LTD.

Date .

Addendum CB) - Form (?Ol)

Inquirv Application Form No ()

Name of Bank / Financial Institution .

Messrs. The Jordan Loan Guarantee Corporation Ltd.,

Greetings,

Please be kind enough to provide us with the information available with you on whether the
under mentioned client has previously obtained loans from other banks pursuant to the loan risk
guarantee system; whether the proposed loan is acceptable for purposes of offering guarantees to
cover the risks of such a loan; and any other information which you deem relevant.

We fully understand that your reply to this inquiry by us is only for providing us with
____ prcliminary-informationanddoesnotconstitute any cOID_mitment on your pa.rt. -

Bank Signature

Name of the Borrower

Address of the Borrower

Nationality of the borrower / Nationality of the owner

Amount of the required loan

Purpose of the loan
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Name ofthe owner / partners

(% of ownership)

Summary of the Purposes of the Loan, the Financing Sources and the Guarantees in Kind

1) Type of activity:
(Principal place of business)
(How long has borrower been exporting)

2) Number of employees:

3) Purpose of the lOaIh--

* Purchase of machinery, equipment and tools
* Financing of working capital

(Product or service involved) Describe Fully ­
* Others (To be specified)

Total:

4) Name and address of foreign buyer
(Iqentify bank reference for foreign buyer)

5) Is any portion of the loan to finance the purchase
of goods or services which are imported from a
foreign country? If so, state the foreign country
and identify whether the foreign supplier is 100%
owned by nationals of that foreign country.

6) Is any portion of the loan to finance the purchase
of goods or services from an entity in Jordan
owned 50% or more by a foreign government,
foreign nationals or permanent residents of a
foreign country? If so, state what country.

7) Is any portion of the loan to finance the purchase of
goods or services to be used for the establishment of
an export processing zone or designated area where the
laws of the country do not apply?
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8) Assets:

(Provide balance sheet for past 3 years)
* Cash
* Accounts receivable
* Inventory
* Fixed assets
"'Other assets

9) Liabilities! Net Worth:

* Loans from banks
* Other creditors
* Paid up capital
* Retained profits and current accounts of partners

10) '. Income Statement
(Provide past 3 years income statement)
Sales
Cost of goods sold
Gross Margin
Operating Expenses
Net Margin
Taxes
Net Income
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11) Other income sources for the owner/partners/guarantors:

12) Guarantees that may be provided:
Real Estate
Personal

Shares and Bonds
Machinery and Equipment

13) Estimated values for the guarantees

Real Estate of the value of:
Shares and Bonds of the value of:
Machinery and Equipment of the value of:
Others (To be specified):

14) Previous dealings with the bank/Statements from the Central Bank .
......... ,: .



Jordan Loan Guarantee Corporation
Reply to Form 201 Inquiry

Date-------

To: CName of Bank)

Dear Sirs,

Further to your Form 201 Inquiry No. dated , kindly be informed that:

JLGC has previously guaranteed loans for
the Borrower.

JLGC has previously guaranteed loans for
the Owner(s).

Purpose of the loan is in line with the terms of the
Guarantee Agreement.

JLGC has no objection to the Loan

Other

Best regards.
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THE JORDAN LOAN GUARANTEE CORPORATION LTD.

Date .

Addendum (C) - Form (202)

Summary of the Loan Granted by the Bank
- Notification of Approval

Name of bank / Financial Institution .

Messrs. The Jordan Loan Guarantee Corporation Ltd.,

Greetings,

We have the pleasure to inform you of the approval of our Bank/our financial institution to grant
the loan, of which the details are indicated here below:

1) Information on the client
* Narne of the ownerlNames ofthe partners:
* Nationality of ownerlNationality of the company:
* Narne of the authorized director:
* Years of experience of the owner/director:

2) Information on the loan
* Amount of required loan:
* Amount of approved loan:
* Date of bank approval for granting the loan:
* Purpose of the loan:
* Number of the granted loan:
* Number of the client's account:
* Date of the first drawdown:
* Duration of the grace period:
* Number of installments and their dates:
* Amount of one installment and date of the first one:

3) Information on the interest rate and commission
* Interest rate applicable on the loan:
* Rate of collected commission:
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* Method of collection of interest:

4) Name and address of foreign buver

5) Information on the product or service (describe fullv)

6) Information on the financing sources and cash flows
(Provide budget and/or cash flow statement for the next year)
* Paid up capital:
* Amounts borrowed from banks:
* Owner accountJPartners current account:
* Suppliers and other creditors:
* Size of actual sales/projected:
* Size of actual purchases/projected:
* Size of actual inventory/projected:
* Amount of actual profits/projected:
* Other sources of income of the owner/partners:
* Value of existing equipment/projected:

7) Information on guarantees whether personal or in kind
* Names of personal guarantors:
* Sources of income ofthe guarantors:
* ,Type of pledged guarantee:
* Degree of mortgage:
* Estimated value of the guarantees:
* Ratio of coverage of the guarantees in kind:

8) General Information
* Name of govemate:
* Location of the project (city/village):
* Legal status of the borrower:
* Relationship of the borrower with the bank:
* Previous experience with the borrower:
* Checking obtained from the Central Bank:
* Name and number of the bank branch providing the loan:
* Name ofthe responsible employee:
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We hereby do assert to you that the loan, of which the details are described above, meet in
conditions and purposes with the conditions and purposes as indicated in the Guarantee
Agreement and its Addenda. Therefore kindly issue your Letter of.Commitment with respect
thereto.

Best regards

Name and Rank of Signatory
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TlrlE JORDAN LOAN GUARANTEE CORPORATION LTD.

Addendum (D) - Form (203)
,

THE QUARTERLY REPORT ON THE GRANTED LOANS

Date: ----

10
00

Name of the BanI<JFinanciallnstitution:.:..: _

1. The following loans have been approved during the previous quarter of the year that ended on:

Loan Name of Amount of the Interest Outstanding Date of Date of First Number of Other
No. Borrower Granted Loan Rate Balance Approval Payment Installments Notes

Total:

2. Number of rejected loans Their Values

3. Number of repaid loans Their Values

4. Number of loans preojected in
the forthcoming quarter Their Values

-V'~--

S-

Name and Rank of Sig~atory Bank Signature



THE JORDAN LOAN GUARANTEE CORPORATION LTD.
I

AddeQQ!dITLJj;) - Form (204}

MONTHLY REPORT ON DUE BUT UNPAID LOANS '"

Name of the Bank/Financial Institution:----------

Date: -----

IJ
\()

Loan Name of Amount of the Outstanding Amount of Date of First Number of Reasons for Endeavors Other
No. Borrower Granted Loan Balance Unpaid Unpaid Days in Non- • for Notes

Installments Installment Delay Repayment Collection
"

Total: I I I I

Reasons for non-repayment
1. Delay in payment
2. Financial Difficulties
3. No contact has yet been made with

the client
4. No response from the client
5. Others (Give detail)

Name and Rank of Signatory

Collection Endeavors
a. Contacts over telephone
b. Reminder Notification
c. Field visits
d. Requests ~or repayment
e. Legal Wa~ning
f. Seizure for security
g. Recourse to guarantors
h. Filing of lawsuits
i. Olhers (Detail)

Bank Signature

<f,-

'" The due loans intended by this form are those loans for which thirty days have lapsed since their due dat~s



THE JORDAN LOAN GUARANTEE CORPORATION LTD.

Date _

Addendum (F) - Form (205)

CLAIM TO THE AMOUNT OF THE LOAN

Name of the Bank / Financial Institution: _

1. LoanNumber: _

2. Name of the Borrower / Owner: _

"

3. Address of the Borrower

4. Address of the Owner

5. Amount of the granted loan

6. Rate of interest %

7. Date of approval / /19

8. Recurrence of instalment and amount of each one:

Address of the project

Address of the Authorized
Director

Guarantee coverage ratio %

Commission rate %

Date of first installment %

9. Kind of existing guarantees ( Real Estate, Shares, Bonds, Personal Guarantees, Others)

10. Estimated amount for the existing guarantees:

11. Degree of the guarantee:

12. Other creditors taking part in the loan and amount of their credit:
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Continuation for Addendum CF) - Form (205)

13. Measures taken by the participants in the loan:

14. Date oflast paid installment / /19

15. Amounts of collections after the date of last paid installment:

16. Dates of unpaid installments:

17. Reasons for non-performance: _

18. The outstanding balance of the loan principal upon the start of the non-performing period
of the loan:

19. Accumulated interest for the non-performing period:

20. Amount required to be paid:

21. Terms of the bank upon granting the loan:

22. Procedures for follow up and collection:

23. Legal procedures taken:

24. Other comments:

We hereby do assert that the above mentioned data is correct and that we have undertaken and
will undertake to follow up on the borrower and the guarantors thereof by way of taking all legal
and judicial measures for collection pursuant to what is stipulated in the Guarantee Agreement
concluded with you.

Name and RarLk ofSignatory
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THE JORDAN LOAN GUARANTEE CORPORATION LTD.

Date _

Addendum (G) - Form (205/a)

LETTER OF CLAIM TO THE AMOUNT OF THE GUARANTEE

Name of Bank / Financial Institution _

Messrs. The Jordan Loan Guarantee Corporation Ltd.,

Greetings,

We confirm that the loan No. Granted by us to the client Has
been in default for a period exceeding 180 days, therefore it has become due for repayment of a:
sum equaling the already approved risk coverage ratio pursuant to the articles of the Guarantee
Agreement concluded with you on And in execution of what is stated in the
articles of the Agreement and its Addenda, we do hereby submit to you the following forms and
documents:

1. A photocopy of the Loan Agreement concluded between us and the borrower.

2. A photocopy of the client's balance sheet as of the date of disbursement of the loan.

3. Form No. (205), Addendum (F) dully filled out.

4. A photocopy of the bank recommendation and its approval on granting the loan.

5. The credit Feasibility Study of the loan comprising the financial and profit and loss
statements, the financial analysis and the cash flows.

6. A photocopy of the mortgage documents, the trade license and trade registration
certificate.
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Continuation for Addendum (0) - Form (205/a)

7. A photocopy of the statements and documents which evidence the exerted efforts for
collection. The documents and statements include visits paid to the work site of the
borrower, a study of his financial position, letters of claims, warnings, notices sent to
guarantors, measures taken for-collection such as seizure for security and foreclosure of the
collaterals in kind in addition to other relevant legal and judicial procedures.

8. The bank's opinion on the possibility of collecting the due amounts.

Furthermore, we will provide you with any information or other dates you deem necessary to
facilitate the procedures for this claim.

Name and Rank of Signatory

.... ..,

.).)

Signature



AddendumH
Letter of Commitment

Date----

To:----------

From:

Re:

JLGC

Name of Borrower
Name of Guarantor(s)
Collateral Description
Amount of the Loan
Interest Rate
Maturity/Tenor of Loan
Coverage Ratio/Amount of Coverage
Foreign Buyer
Origin of Imports (if any)

Dear Sirs,

w~ refer to your form 202 Notification dated with respect to the above referenced
loan.

Kindly be informed that we have approved the loan from the purposes of the Guarantee
Agreement entered into between us on and we, therefore, agree to guarantee lhe-said
loan pursuant to the terms of the Guarantee Agreement up to the abovementioned amount of
coverage.

Best regards.

For & on Behalf of
JLGC

By

Name

Title
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Addendum I
Letter of Denial

Date----

To:----------

From:

Re:

JLGC

Name of Borrower

Dear Sirs,

We refer to your fonn 201 Notification dated. with respect to the above referenced
loan.

We regret to infonn you we have declined the loan for the purposes of the Guarantee
Agreement entered into between us on . This declination is due to (insert reason)

SIncerely,

For & on Behalf of
JLGC

By

Name

Title
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MARKETING STRATEGY

I. INTRODUCTION

JLGC has a Marketing Strategy in place and this document will highlight the basic elements
being used in the implementation of it. The focus here will be on the PEGP and not the two
other programs currently offered by JLGC. The Marketing Strategy for PEGP has several
elements which are comprised of the following:

A. Calling program on banks and exporters;
B. Seminars and workshops for banks and exporters;
C. Advertising;
D. Use of the JEDCO mailing list;
E. Quarterly reports to the exporting community.

1



II. CALLING PROGRAM ON BANKS AND EXPORTERS

This program will involve the Director General and the Division Manager of the Marketing
Division. The Director General will attempt to make two calls per week on the senior
management of each of the 21 potential participating banks in the PEGP. The banks will be
prioritized and this process at the commencement of the pre-export guarantee program could take
up to twelve weeks. Maintaining contact with the participating banks on a prioritized basis the
Director General will follow - up by visits and by phone. An attempt will be made to continue
making two visits per week until the PEGP has reached sufficient maturity. After that the
Director General will maintain contact with the banks as is deemed appropriate.

The Division Manager of the Marketing Division will work with the Director General in
prioritizing the banks as to the most likely to finance exports and utilize the PEGP. The Division
Manager will also conduct an initial marketing call at each of the 21 potential participating banks
with his visits following that of the Director General. He will be visiting the credit officers and
appropriate coordinators at each of the banks. His follow-up scheduling of visits to the banks
will depend on the prioritization process. These visits will be coordinated with the Seminar
Program for banks (to be discusses later in this document).

Concerning the calling program on exporters this function will be conducted by the Division
Manager of the Marketing Division. By performing proper research, a universe of approximately
300 exporters will be determined and calls will be attempted at each of them. This target market
will be called upon at the rate of twelve per week with an attempt to visit all of them within a six
month period. Visits will be directed at the export managers and financial officers of each
subject company. Follow-up visits will be scheduled as appropriate.

The Division Manager will coordinate visits at exporters with the participating banks'
marketing staffs as much as possible.
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III. SEMINARS AND WORKSHOPS FOR BANKS AND EXPORTERS

This concept has been successful for the existing Loan Guarantee Program and the JLGC
believes it will be successful again for the PEGP. The following are the plans for this activity
during the implementation phase of the PEGP:

A. Two seminars will be conducted in conjunction with JEDCO, the first in April and the
second in October of this year. This attempt to reach the exporter market will be
supported by identifying one or two exporters to participate in the October seminar to
explain to the audience how JLGC and the PEGP have benefited their business.

B. One seminar in conjunction with the Amman Chamber ofIndustry to explain the PEGP
to its members. This will be scheduled for May of this year.

C. Two seminars in conjunction with the Jordan Industrial States Corporation. One will be
held in Sahab in June of this year and the other in Irbid during July. Regarding the Irbid
seminar both banks and exporters will be invited to attend.

D. One seminar in conjunction with the Zarqa Chamber of Commerce. This will be geared
to exporters in the Zarqa area including the Zarqa free zone area. Banks will also be
invited with the projected date being set for May of this year.

E. Twelve workshops will be scheduled for banks over the next year with an attempt to
conduct one per month. The attendance at these will be part of the prioritization process.
The first workshop will be scheduled for April at the Institute of Banking Studies. After
that workshops will be held at the Institute and inside individual banks. Naturally the
greater usage and interest received from a bank, the more likely to conduct a workshop
for an individual bank and its officers.

Attendees from banks will include administrative management, credit officers and
marketing officers. These workshops can be utilized to increase the working
relationships with each bank on both the credit and marketing levels. In this latter case, it
will give the Division Manager of the Marketing Division a greater opportunity to make
marketing calls on exporters on a joint basis with bank staff.



IV. ADVERTISING

A consistent advertising campaign will be conducted for the PEGP. This will include:

A. Advertisements will be placed in newspapers twice each quarter.

B. Advertisement in The Amman Chamber ofIndustry magazine three times a year, April,
August, and November.

C. Advertisement in the Amman Chamber of Commerce Magazine twice a year, May and
September additions. .

D. A poster is to be displayed at banks, Amman Chamber ofIndustry, Chambers of
Commerce across Jordan, JEDCO and JTA. This poster will be designed after the
existing poster for the Loan Guarantee Program.

E. A brochure will be designed and printed for distribution to banks and exporters
describing the PEGP. This will also be designed using the same format as for the existing
brochure on the Loan Guarantee Program. In addition it will focus on the features unique
to the PEGP. This brochure is being drafted now and should be ready by the April 1st,
starting date of the PEGP.

F. The JLGC Annual Report will be used as a marketing and advertisement document in
appropriate cases.

4



v. USE OF JEnCO MAILING LIST

This list will provide a universe of approximately 1,500 names of exporters and the brochure
described under 4 (E) above will be mailed to each of the exporting companies on the list. This
will provide an initial, wide distribution network for the PEGP.

5
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VI. QUARTERLY REPORT TO THE EXPORTING COMMUNITY

A database will be collected starting with participating banks and the JEDCO Mailing List.
This database will grow as JLGC conducts the PEGP and will provide a listing of recipients for
the quarterly report. The report will be communicated via fax and will provide the recipients the
latest information about the PEGP, including information on how they might benefit from
becoming active with the PEGP.

6
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SCOPE OF WORK FOR TRAINING NEEDS ASSESSMENT

I. Background

On September 29,1994, the Ministry Of Planning (MOP) advised USAlD of its intention to
establish an export credit guarantee facility (ECG) in the Jordan Loan Guarantee Corporation
(JLGC) and requested USAID to provide funding for technical assistance to evaluate their intended
approach.

USAID provided resources for a feasibility study in the spring of 1995. The objective of the
study was two fold: to evaluate the feasibility of a ECG in Jordan and to design a technical
assistance program for such a facility to be housed at the JLGc. The study indicated that there was
a need to improve access to export finance facilities in Jordan, particularly for micro and small
enterprises (MSEs). It also concluded that an ECG can provide improved access by two means:
through the issuance of guarantees to banks which in turn encourages them to extend credit to
Jordanian exporters to finance the pre-export phase of the export cycle; and following shipment,
through the issuance of guarantees to exporters to protect against the risk of non-payment by
overseas buyers caused by commercial or political events in .the country ofthe buyer. Given current
circumstances the study concluded that the JLGC was the most appropriate entity in Jordan to carry
out these two fimctions.

On July 3,1995, the Central Bank of Jordan (CBJ) officially informed USAID that JLGC's
Board ofDirectors had decided to establish an ECG on October 1,1995. In the same letter USAID
was informed that JLGC's capital will be increased from JD 7 million to JD 10 million to support
the undertaking. In consecutive meetings with MOP and CBJ, USAID proposed conditionally, and
subject to later confirmation in writing, to reimburse CBJ an amount of $2.5 million towards an
increase in JLGC's capital provided that such funds would only be used to support MSEs.

On January 7,1996, First Washington Associates commenced a six week consulting assignment
to assist JLGC in launching the pre-export guarantee aspect of the ECG. It is expected that a post­
shipment guarantee program will be launched toward the end of 1996.

1 .



II. The Company

Jordan Loan Guarantee Corporation (JLGC) was established in 1994 with a capitalization of 7
million 3D. This is now being raised to 10 million 3D. There are 24 shareholders including the
Central Bank of Jordan, 17 commercial and specialized banks, 2 insurance companies and several
other private investors.

JLGC guarantees loans made by banks to small and medium size private sector businesses in
Jordan. There is, presently, one program which offers guarantees for working capital and capital
investment projects (equipment, etc.) . Long term projects can carry guarantees out to six years. By
year end 1995 JLGC had issued guarantees in force of approximately 1.8 million 3D and the total
value of the loans involved was 4.4 million JD.

JLGC has instituted a second program to provide guarantees to banks for housing loans. As
mentioned previously the company is now commencing a program to guarantee bank loans for pre­
export fmance and later in 1996 intends to begin a program for post -shipment coverage regarding
Jordanian exports.
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III. The Task

The task is to produce a needs assessment of the training requirements for the JLGC staff. 1ms
involves the whole JLGC group and not just the Pre-Export Guarantee Program (PEGP). As noted
earlier JLGC currently.extends a working capital guarantee program for bank loans to MSEs. 1ms
same program also covers longer term loans for the purpose of investing in capital assets. There is
also the guarantee program for housing loans.

The task includes determining what training needs are required for this staff, where that training
is to take place and what it will cost to complete. It is expected these actions can be completed in five
working days.

Training will need to be provided for the various professional groups: Executive Office, Studies
Division, Marketing Division and Finance/Administration Division. The professional staffmg of
these groups is as follows:

Executive Office - Director General

Studies Division - Division Manager. This individual is the number two officer in the company and
serves additionally as the Secretary to the Board ofDirectors.

Loan Guarantee Division - This division manages the two existing guarantee programs offered to
the banks. There is a Division Manager, one underwriter and two systems specialists. It is anticipated
one additional underwriter may be added during 1996.

Export Credit Guarantee Division - This division manages the PEGP and will manage the post­
shipment program once it is initiated. There is a Division Manager and one underwriter. It is
anticipated one additional underwriter may be added this year for the PEGP. Staffing for the post­
shipment program has yet to be planned.

Marketing Division - Division Manager

Finance I Administration Division - There is a Division Manager, Deputy Division Manager and
a professional to manage the Human Resources function. .

One orJJlo_re_meIDQers Qf_~eJtior roanagementmust Jearn the various ac:;pects of managing an
export credit guarantee program. There are only two institutions in the world which provide a range
ofcourses especially tailored for ECA management: FWA ofthe United States, established in 1977,
which offers 26 different specialized courses of 16 hours each for ECA managers and teclmicians
and Prisma Risikoservice Gmblh of Austria, established in 1994, which offers one course of 20
hours covering the fundamentals of export credit insurance. FWA can offer the courses either in
Washington or Amman. Prisma offers its course in Vienna. FWA's 1995-1996 course catalog is
appended hereto, along with Pris:ffia's first one-week course offering. In addition, JLGC managers



could benefit from the 1-4 day orientation courses in program mechanics offered by the U.S.
Eximbank, EDC of Canada, ECGD of the UK, and others. Determining which of these is
appropriate will be part of the task. The amount of time to spend at courses and orientation sessions
will have to determined and an appropriate training program drafted.

There are a number of other subjects that need to be considered when analyzing the
training requirements for JLGC and the implementation of the scope of work will identify them.
In addition to the professional staff, there is the administrative / clerical staff at JLGC which has
training needs. This factor must be considered when performing the needs assessment task.

The time involved to achiev.e this training must be balanced with the cost for same. Reaching
this balance is the crux of completing the task.
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Offered By:

FI~ST WASHINGTON ASSOCIATES, LTD.
1501 LEE HIGHWAY, SUITE 302

ARLINGTON, VIRGINIA 22209

U.S.A.

Telephone: (703) 525-0966
Facsimile: (703) 276 -8851

CATALOG OF TRAINING COURSES

FOR EXPORT CREDIT AGENCIES

1996-1997

Addendum "A"



IV. ADDENDA TO THE SCOPE OF WORK FOR TRAINING NEEDS
ASSESSMENT

A. Fwa Cataiog ofTraining Courses
B. Prisma Catalogue of Subjects First Meeting ECA Managemnet Training
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GENERAL INFORMATION

The list of FWA instructors is given at the end of this cata­
log, together with a brief summary of their credentials. Each
instructor has a minimum of 20 years' experience in the field of
export credits, guarantees and insurance, and several have 30 years
or more in ECA operations. All are seasoned trainers.

Each course consists of 16 hours of instruction time, sched­
uled over a 4-day period. Real case studies from export credit
agencies around the world are utilized and attendees are inten­
sively involved in classroom discussions and problem-solving.

The FWA courses are offered either in Washington, D.C. or in
the export credit agency's own offices if there are enough partici­
pants. Tuition is $1,500 per participant for each course. Dis­
counts will be given for groups of 10 or more.

In addition to the specialized courses In export finance
listed in this catalog, FWA is able to offer a full range of
courses in all aspects of commercial banking and international
finance through its joint venture arrangement with the Bank
Administration Institute of Chicago, Illinois. BAI is the oldest
and largest bank training institute in the United States and is
widely recognized as one of the best bankers' colleges in the
world.

Export credit agencies interested in participating in FWA's
training courses are urged to fill out and return the registration
at the end of this catalog. Detailed descriptions of each course
offering are given on the pages which follow.
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Course No.:
Title:

Instructor:

Curriculum:

BASIC COURSES

ECA 001
Fundamentals of Export Credits, Guarantees and In­
surance

Hamilton, Goldhar

This course is designed for new managers of export
credit agencies who have a background in banking
and finance but need additional training in the
fundamentals of ECA policies! procedures and pro­
gram mechanics. It covers the rationale for each
program! different approaches to the coverage or
service provided! staff requirements, and financial
results. It .also looks at the big picture of the
role played by ECAs in the national economy, limi­
tations on ECA operations! and factors for ECA suc­
cess over the long-term.
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Course No. :
Title:

Instructor:

Curriculum:

ECA 002
Fundamentals of International Investment Insurance

Greene, Urban

Covers the theory and practice of international
investment insurance: its rationale, history, re­
sults, and mechanics. Offers useful guidance for
the design or revision of investment insurance pro­
grams and discusses procedures followed by invest­
mene insurers from analysis of individual applica­
tions to the maintenance of a reasonably balanced
and properly monitored book of business.

3
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Course No.:
Title:

Instructor:

Curriculum:

SPECIAL TYPES OF FINANCING

ECA 003
Working Capital Programs for Exporters -Theory &
Practice

Roberts, Seifert

This course covers the theory and practice of in­
creasingly popular working capital loan and guaran­
tee programs offered by ECAs to exporters and
banks. The similarities and differences between
pre- and post-shipment requirements are high­
lighted, and the special analytical procedures
applicable to pre-shipment finance are examined.
The success of certain model programs will be
discussed, along with the failures of other
prototypes and the reasons therefore. The
similarities with traditional domestic credit
insurance are covered, and the rationale for ECA
involvement is analyzed in detail. Differences
between developing and industrial countries in this
area will also be examined.
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Course No.:
Title:

Instructor:

Curriculum:

ECA 004
Latest Techniques of Project Financing

Albright, Greene

This course gives a comprehensive evaluation and
details of the latest developments in international
project financing. It covers criteria for success­
ful financing, borrower-lender relations, types of
capital and debt, sources of equity and debt,
instrume~ts used in raising funds, and special na­
tional requirements. Detailed examination is made
of mixed credits, cofinancing with international
financial institutions, cooperation with MIGA, and
use of regional financing institutions. Joint fi­
nancing of projects by several export credit agen­
cies is covered. Attention is also given to the
subject of how to maximize private sector contribu­
tions to financing.



Course No.:
Title:

Instructor:

curriculum:

ECA 005
New Types of ECA Policies and Financial Instruments

Roberts, Urban

This course provides an intensive analysis and in­
sight into new types of ECA policies and financial
instruments: who offers them, what they look like,
experience to date with them, problems which have
arisen, needs they satisfy, and prospects for fu­
ture us~. The instruments and insurance policies
discussed include exchange risk insurance, lease
insurance, performance bond coverage, transit trade
insurance, dealer/distributor coverage , etc. The
course also familiarizes participants with new fi­
nancial instruments, including note issuance facil­
ities (NIFs), floating rate notes (FRNs), RUFs,
interest swaps, etc.

.-



Course No.:
Title:

Instructor:

Curriculum:

Course No.:
Title:

Instructor:

Curriculum:

MARKETING & PROMOTION

ECA 006
Marketing ECAs Services: Techniques That Work

Greene, Hamilton,

This course helps management to target potential
users of its services and shows how to reach them.
It also identifies non-users who must be well in­
formed about the agency's services. Pros and cons
of paid adverc.ising, public relations, and free
publicity are reviewed. How to select the proper
medium for each message and how to place material
effectively are discussed. The relative impor­
tance, costs, and benefits of one-on-one meetings t

seminars, trade associations t newspapers t special
interest publications t brochures, and television
are integrated into the curriculum. Using actual
and hypothetical case studies, participants gain
I1hands ann experience in developing long range mar­
keting plans. Budgeting and staffing for marketing
activities are also included in this course.

ECA 007
Building Public and Private Support for the ECA

Greene, Hamilton

This course explores how political and economic
issues affect expor-t -credit agencies-.---It gives
guidance in analyzing the causes and effects of
export credit t guarantee and insurance operations
on production t prices, employment t investment, the
balance of payments and government budgets. Vari­
ous ways to measure and estimate the economic im­
pact of ECA operations are explained, together with
the limitations of each method. The course then
explains how to utilize the information gathered in
building support for the ECA with government agen­
cies and private sector groups.
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Course No.:
Title:

Instructor:

Curriculum:

GENERAL RISK ASSESSMENT

ECA 008

Credit Risk Analysis for ECAs

Seifert, Urban

This course is designed for technicians and manag­
ers desiring to increase their credit evalua~ion

skills and reduce the incidence of losses on export
credi t transactions. It examines in detail the
underwriting _methods used by the most successful
ECAs in the world and considers how to improve the
quantity and quality of credit and financial infor­
mation without compromising timeliness. The limi­
tations, drawbacks and problems of using certain
information sources are discussed. Classical anal­
ysis techniques are studied and criticized and
newer underwriting systems explained. Credit scor­
ing models, as well as certain pre-qualification
and credit limit increase systems are covered.
Collateralization possibilities are fully explored,
and ways to improve feedback from the claims opera­
tion are analyzed in detail.

Course No.: ECA 009
Title: ---- ----- Country -Risk j'wa-l-ysis-f-or ECA IS

Instructor:

curriculum:

Gianturco, Goldhar

This course shows how to classify and evaluate
country risks of both an economic and political
nature. Different systems of analyzing risk will
be explained, both quantitative and qualitative.
Historical experience is examined, together with
predictive models. various sources of information
on country risk, and their strengths and
weaknesses, are discussed. Different agencies I

systems for risk evaluation and management are
analyzed. Econometric models for measuring country
risk are explained, as a simple market-based

8



method. Differences between short, mecaum and
long-term risk evaluations will be explored. The
class performs country risk analyses using differ­
ent systems and actual current cases.



Course No.:
Title:

Instructor:

Course No.:
Title:

Instructor:

Course No.:

Title:

Instructor:

Course No.:
Title:

Instructor:

SPECIALIZED RISK ASSESSMENT

ECA 010
Latin America & Caribbean Countries Risk

Goldhar t Hamilton

ECA 011
Asia & Middle East Country Risk

Goldhar t Urban

ECA 012
Africa Countries Risk

Caracciolo t Seifert

ECA 013

Central/Eastern Europe & Former S.U. Countries Risk

Edgecombe, Goldhar

10



Course No.:
Title:

Instructor:

Curriculum:

ECA 014
Industrial Countries Risk.

Greene, Hamilton

Each of these courses analyzes the com mercial,
economic and political risks of short, medium and
long-term export credits extended to countries of
the geographic region. The risk profile of each
individual country in the region is analyzed with
regard t? past and present perceptions and how ac­
tual payment performance has varied over time. A
detailed examination is made of key economic indi­
cators in each country. Expectations for future
economic performance are evaluated, and prospects
for partial stability in coming years are analyzed
in depth.

11



Course No. :
Title:

Instructor:

Curriculum:

Course No.:

Title:

Instructor:

Curriculum:

Course No. :

Title:

Instructor:

Curriculum:

FINANCIAL MANAGEMENT

ECA 015
ECA Premiums and Fees

Gianturco, Smith

This course explains the theory and practice of
setting premiums and fees for diffe:r-ent ECA ser­
vices, crends in different countries, and the needs
of international competitiveness. The limitations
of using premiums and fees as a risk-reducing de­
vice are analyzed, along with other alternatives to
reducing the ECA's risks.

ECA 016
ECA Capital and Reserving Policy

Gianturco, Smith

This course examines the theory and practice of
establishing appropriate capital and reserves to'
absorb losses, and the effects that these reserves
have on management of the export credit agency.
New reserving practices of ECAs and related
accounting changes are explained, along with a
discussion of how bank regulatory agencies are
changing their views of appropriate capital and
reserves. A number of conflicting interests must
be balanced in determini~g reserves and these are
related through the examination of particular
cases.

EGA 017
ECA Portfolio Reviews

seifert, Proctor

This course teaches ECA personnel how to review
thoroughly a loan, guarantee and insurance
portfolio, according to standards of acceptable
performance and degrees of collection difficulty
based on ;the most recent experience of other export

12



Course No.:
Title:

Instructor:

curriculum:

credit agencies and new banking standards.
Students are taught how to analyze borrowers·
capacity, as well as country and sector risks.
They are shown how to establish formulae for
adequate provisions against bad debts and the
development of rehabilitation programs related to
levels of difficulty through rescheduling,
restructuring and recovery policies. The effects
of the portfolio review are related to balance
sheet loan values, debt funding, capital and
reserves; Instruction is given on the latest
computerized procedures to track credit performance
and improve appraisal capability.

ECA 018
ECA Program Reviews

Albright, Roberts

This course teaches program managers and analysts
how to take a critical, objective view of what they
are doing and relate it to broader goals of the
country, other government ministries, and the rest
of the export credit agency. It discusses how to
identify and define program objectives and how to
construct indexes to measure the accomplishment of
these objectives. Program managers are taught to
recognize the factors responsible for non­
achievement of goals, and are given ideas on how
changes in systems, policies, programs and
procedures can affect future perfo~mance.

13



PL1iliNING

Course No.: ECA O~9

Title: Stra'tegic Planning for ECA
Managers I

Instructor:

Curriculum:

Albright, Gianturco

This is the first part of a two-course offering to
teach ECA managers how to prepare and revise a
strategic plan. It helps to define the position of
the. ECA in the economy, costs of the activity,
competing priori ties, extent to which the agency
meets perceived needs, and international factors to
consider. It examines the government's objectives,
exporters I objectives, and the agency's objectives,
and ways to insure better linkage between the
three. Detailed instruction is given in individual
program analyses, cost-mix, analysis of needs,
analysis of international competition, analysis of
competing domestic sources of assistance,
adaptation of existing programs and introduction of
new programs.
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Course No.: ECA 020
Title: Strategic Planning for ECA

Managers II

Instructor:

curriculum:

Albright, Gianturco

This is the second part of the two-part course
offered in strategic planning. It covers the steps
that should be followed after identifying ECA
program needs. The course discusses how to
estimate -resource requirements associated with
program needs: personnel, physical, financial and
other. It also shows how to define and mobilize
support requirements from outside sources, in
various configurations. Considerable attention is
given to the preparation of detailed projections
for inclusion in the strategic plan: economic,
operational, financial, and other. Methods for
testing and changing the strategic plan to conform
to new circumstances are also covered.

15



Course No. :
Title:

Instructor:

Curriculum:

ADMINISTRATIVE SERVICES

ECA 021
Human Resources Management for ECAs

Greene, Urban

This course examines the latest techniaues in
personnel management and development in export
credit agencies worldwide. It covers how to select
new employees, including psychological testing,
interview techniques, and background checking. It
also explains how to analyze the quantity of staff
needed, personnel motivation and performance
analysis, employee skills improvement, select the
best people for promotion and handle adverse sit­
uations. The special requirements needed to work
.closely with exporters and banks, compensate for
salary disparities, and meet customer demands for
prompt and effective service are related to
personnel management. The role of training in
upgrading staff performance is considered.
Participants are shown how to forecast staff needs
for the future and develop a manpower plan.

Course No. :
Title:

Instructor:

ECA 022
ECA Management Infor.mation Systems:
Content & Use

Gianturco, Smith

Improving

Curriculum: This course explains the different elements of
management information systems (MIS) in use at
export credit agencies around the world and helps
the participants to identify those segments which
are missing from their own system and could
profitably be added. The instructor explains those
elements of the MIS used for record keeping,
analysis, coordination, control and planning. The
sources and uses of various types of management
information are described in detail and samples of
output will be examined. The participants are
taught how to help design an optimal management

16
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Course No.:

Title:

Instructor:

Curriculum:

information system for their own organization and
all the factors to be considered when changing the
existing system.

PROBLEM LOANS

ECA 023

Claims and Collections - How to Succeed

Proctor, Vatter

This course focuses on ways of improving efficiency
of claims processing and increasing the probability
of recovery. Methods used with greatest success by
~~~ividual ECAs are examined. Coordination of the
claims and underwriting functions are discussed,
and the latest advances in computerization of the
ECA claims process is explained. The use of
outside lawyers and agents for collection activity
is compared and contrasted with results from in­
house efforts. The secrets of the most successful
recovery agents are discussed, with extensive use
of the case study method.
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Course No.:
Title:

ECA 024

Rescheduling ECA Loans:
Protecting Your Interests,

Instructor: ~amilton, Proctor
.-

Curriculum: This course addresses two classifications of
rescheduling: the first involves the inability or

--tH1vR..-llingness of a buyer I s government to service
external debt. This covers operational details of
Paris Club rescheduling, including classes of debt
excluded, the Agreed Minute, and bilateral and
implementing agreements. The second type of
rescheduling involves loans where the borrower
(usually private sector) is unable to effect timely
repaYment. In this kind of situation, the problem
is not one of lack of access to foreign exchange,
but rather operational and/or financial problems
encountered by the borrower. Such problems can
include construction delays, postponed cash flow
for debt service, commercial risks, adequacy of
guarantees or other collateral, etc. A key
question which is addressed is how to decide
whether loans in this category should be
accelerated or restructured. Courses and remedies
for different types of rescheduling situations are
explored in detail, together with formulae for
assuring that the export credit agency's interests
are protected.

l8



Course No. :
Title:

INTERNATIONAL SUPPORT

ECA 025
Working With International

Financial Institutions

Instructor:

curriculum:

Goldhar, Roberts

This course considers separately the World Bank,
International Finance Corporation, Inter-American
Development Bank, Asian Development Bank, African
Development Bank, Islamic Development Bank, and
other IFIs. It analyzes technical assistance for
ECAs and how to obtain subsidiary services such as
advance notices of financial opportunities, country
risk assessment, training and conferences, etc.
Evolving IFI policies with respect to guarantees,
new financial instruments, cross default clauses
and other factors affecting co-financing with
export credit agencies are discussed. The IFIs I

operating procedures, regulations and paperwork are
explained in detail as they affect the ECA.
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Course No.:
Title:

Instructor:

Curriculum:

ECA 026
International Sources of Funding and Risk-Sharing

Gianturco, Goldhar

This course explains how a number of export credit
agencies have successfully tapped international
money and capital markets to fund their operations,
including steps they have taken to maximize their
credit rating and differentiate their borrowing
from thaG of other public sector organizations. It
shows how international financial institutions and
concessional lenders can be utilized by ECAs. The
course also covers coinsurance and reinsurance
possibilities, and discusses the techniques of
negotiating the best agreements internationally.

20



INSTRUCTORS

RAYMOND J. ALBRIGHT is a former Senior Vice President for the
Export-Import Bank of the United States. There he also held
various Vice President positions, including Planning and Research,
Country Risk Analysis, Europe and Canada and Asia. Mr. Albright
has 25 years' experience in export credit, guarantees and insurance
work.

JOHN L. CARACCIOLO has 20 years of consulting and supervisory
experience in trade finance, agriculture credit and development
banking, including extensive management of training activities in
these disciplines.

LLOYD S. EDGECOMBE formerly held senior executive positions at the
Export Finance and Insurance Corporation (EFIC), Australia's
official export credit agency, including General Counsel and
Manager of the Project Finance Division. Earlier, he was partner
in a law firm specializing in financial matters.

DELIO E. GIANTURCO, President of First Washington Associates, was
formerly Vice-Chairman of the Board of Directors of the Export
Import Bank of the United States, Vice President of the
International Union of Credit and Investment Insurers (Berne Union)
and Adjunct Professor of international

business at George Mason and Georgetown Universities.

LAURA K. GOLDHAR was previously Banking Advisor at the Institute of
International Finance and Director of Trade Finance and Export
Advisory Services at the Chase Manhattan Bank. She was also
Assistant Manager of the Foreign Credit Insurance Association and
a financial economist and loan officer at the Export-Import Bank of
the United States.

EDWARD A. GREENE, former Managing Director of a merchant bank in
London and an experienced int
ernational banker, had prior service at the U.S. Department of
Treasury and the Export-Import Bank. With 25 years of experience,
he has specialized in project finance, foreign direct investment
and trade finance issues.
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ALBERT H. HAMILTON, formerly in charge of public affairs,
marketing, training, and intra-governmental relations at the
Export-Import Bank, represented the U.S. in country debt
reschedulings at the Paris Club. He has had more than 30 years of
experience in ECA work.

STEPHEN D. PROCTOR was previously Vice President Claims and
Recoveries at the Export - Import Bank. Earlier he was Senior
Counsel in the office of the General Counsel at Eximbank. Mr.
Proctor has 27 years of experience with export credit, guarantee
and insurance management.-

ROGER ROBERTS was formerly Vice-President, Project Finance at Bank
of America. He was also a Loan Officer at Eximbank and an Adjunct
Professor of International Business, San Francisco State
University. Mr. Roberts has had over 25 years' experience in
export credit work.

JANE SEIFERT, was formerly a Vice President at the Chase Manhattan
Bank and Bankers Trust Company. She has served as consultant and
trainer at commerical banks in the U. S. and abroad and has 25
years' experience in financial management and training.

W. STEVENS SMITH, a former Treasurer Comptroller at Eximbank and
Adjunct Professor at Georgetown University, has had 20 years of
experience in international trade finance work, inclUding extensive
training experience in management information systems and
computerization for ECAs in the U. S., Africa, Asia and Latin
America.
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CAROL OMAN URBAN, First Vice-President and Treasurer of First
Washington Associates, was formerly an underwriter at the Foreign
Credit Insurance Association and an international loan officer at
Chase Manhattan Bank. Ms. Urban has had over 25 years' experience
in ECA management consulting and training.

PETER VATTER was formerly Deputy Vice President of Eximbank's
Claims and Recoveries unit, working mainly in Central and South
America. He has had 30 years of experience in international trade
finance.
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APPLICATION FORM

TO: Mr. Albert Hamilton
Training Coordinator
First-Washington Associates
1501 Lee HighwaYr Suite 302
Arlington, Virginia 22209
U.S.A.

We are interested in participating in your training
programs for ECA managers and staff r and have indicated below
the courses of interest, potential number of participants, and
desired scheduling. We understand FWA will contact us by
return mail to provide further details and help us to reach
agreement on a training program for our organization.
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REGISTRATION FORM

Name

Title

Export Credit Agency _

Courses of Interest:

Number of

,-

Course Title

25
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About First Washington Associates

First Washington Associates (FWA) is an international
management consulting firm offering technical assistance and
training in the financial sector. Since its founding in 1977, FWA
has worked in 85 countries around the world. FWA has been retained
to provide its expertise for the establishment or improvement of
export credit, guarantee and insurance agencies in 60 of those
countries, as well as in a dozen states of the U.S.A.

FWA is a trusted source of information on all aspects of
international trade finance, much of which is published in the FWA
Quarterly, a newsletter distributed as a public service four times
a year to managers of export credit agencies.

FWA welcomes enquiries regarding its consultants, facilities,
and services.
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Catalogue of Subjects
First Meeting

ECA Management Training

Provisional Program
First week: June 20 - 24, 1994

Addendum "B"

"Basis for Undenvriting and Monitoring of Creditworthiness
- Commercial risks"

a) Incroduc:ion:
Importance of export promotion measures in the form of export
credit·insurance and export finance I Part [

b) Sources of information - General Survey

• Information agencies
• Other credit insurers
• BaIL!cs
• Buyers (auto-information)
• Experience (notifications of delay and extension)
• Press reports
• Balance sheets
• Exisdng commitments for:J. buyer / :J. group

c) Services of information agencies

0) How to re::d c:-edit inform=:.!ion w[[h the he!p of c::"'ie s::udies I
Pa.rt [

e)
C·"G:l·~S I ;;-~. [_Io.t". _ ~ _. l".

Moser
2 hours

Peraus
1 hour

KSV
2 hours

KSV
2 hours



:lli!r1 .-
CAl

a) Bank Information with the help of case studies Haberzettl
2 hours

b) Buyer (auto-information) I Part 1 Machan
1 hour

c) Experience (notification of delay and extension) Hofer'
1 hour

d) Press reports Hofer.
1 hour. '.

e) Existing commitments for a buyer I a group Hofer
1 hour

f) Organisation structure regarding credit decisions Hofer
1 hour

g) Calculation of credit rating and control fees Hofer
1 hour

Balance sheets
Part 1 - Introduction
Studying material for further work
Comments to Part 2 ami 3 (autumn)

Technical support"for balance sheet analysis in :J. hank

) to be
) announced
) {) hours

OeKB
2 hours



Requirements on information system to estahlish a sound basis for
underwriting, monitoring of creditworthiness and risk management of
the credit insurer

a) Gathering of information )

b) Underwriting ) to be

c) Monitoring of creditworthiness ) announced

d) Risk managemendrrcluding reinsurance aspects ) 6 hours

e) Rating and Control fees )

f) History, on-line connections, archive, multiplicator,
decision structure, etc.

Special vocabulary for reinsurance and other international relations I Stock16cker
2 hours

'vVorkshops (2 groups) Underwriting I

Organisation of timetable of the remaining program

W:l(J().\..:ci

Hofer, 2 hrs
Schrnil tsch,
2 hours
Machan,
2 hrs

Peraus
2 hours
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I. INTRODUCTION



---6:10;E;;jjj <lntrodll'ction.

In an industry "vhere infor111ation is one of the 1110st irnportant resources, it
becon1es an in1perative that an institution such as the Jordan Loan Guarantee
Corporation (JLGC) charts a proactive Infor111ation Technology Strategy that
not only e111powers' JLGC e111ployees to 111ake sound business decisions but also
enables thenl to better serve participating financial institutions and hence better
serve the business C0111111unity.

I

'T'he purpose of this review is to prepare a 'Scope of Work' document that
outlines ,vhat Infornlation Technology Infrastructure (I-Iardvvare and Software)
should be deployed to enable the JLGC to carry out its current and future
husiness operations in a 1110re efficient 111anner.

T'he content of the 'Scope of Work' dOClll11ent, or Infor111ation Technology
Strategy, prepared for the JLGC was based on an overall understanding of the
JLGC's business operations, intervie\vs \vith key people in the organization, and
an asseSS111ent of the hardware and soft\vare currently in place.

~
..,J-.

Page 4 of 44 Integrated Business Solutions



------r'/~21JJ/ Int-roclzlction

rThe JLGC, through The United States Agency for International Developlnent
(USAID) in Jordan, has acquired C0111puter harchvare in order to automate its
business processes. AccordiJlgljJ, this IT Strategy was prepared }Jased on the
a!refltUJ acquired COlJlpllter hardware.

T'his c1clivc'rable consists of the following four Inain sections:
~ An Infornlation Systenls Map vvhich identifies what software is required

to enhance the business operations at the JLGC.
~ An Application Interface Matrix which presents an overall guideline of

ho\v the applications recolnnlended in the previous section should
interface with one another.

~ An Infornlation Technology Architecture which presents our
recolnlnendations with regards to how the software and hardware
architectures at the JLGC shoulcllook.

~ A Migration Plan which presents a suggested order for
developing/acquiring applications.

finally, 'Appendix A' covers SOlne of our conllnents on the current IT operations
al the JLGC.

~
~
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II. INFORMATION SYSTEMS MAP



--I",13iJJJI Information Systems NIap

11'1 trodzlctiol1

rrhc first step of building JLGC's Infonl1ation Technology Strategy was identifying
thc corc business operations at all organization levels. Once these core operations
yvcre identified, an assessnlent of ho\v and \vhere technology can be deployed to
enhance the perfonnance of the JLGC staff was carried out.

T'hc output of this exercise is docurnented in the fornl of an Infornlation SystelTI
IvIap vvhich nlaps business operations to Infonl1.ation Systenl Requirements, and
an Tnfornlation Systenl Description Grid vvhich includes a brief description of each
Systcnl in the nlap in addition to a reCOlTIll1endation on whether it should be
custonl-developed or ready-Inade. The brief description of each System is intended
~lS an overall guideline and in no way should it be used as detailed user
requirenlcnts/evaluation criteria according to which SystelTIS should be
dcveloped/acquired.

'The final page of this section includes notes on how the development and/or
procurenlent of the Infornlation Systenls should be handled.

<~
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--,,/~..JJJ/ Inforlnation Systen1S Map

INFORMATION SYSTEMS
REQUIREMENT

ORGANIZAl'IONAL
LEVEL

Operalional
Control

Level

[
' ' : ' '" " ""

j j·····:-"··n-····· U·········S:·--·~I~··N··:E·..·_·_·S····-,····:·S'··>_···_;:'.".~ "

I. j OPERATION ~'.

t ._. . .. ,
• ~ " ,& • >",." '. '. '. : ...0:- \.' ' ..'.:.\ ,

--.. _ ........... _~_ •• ..J'''''._''''R'-L......· ••." ..... _ I ......

Accounting
&

Achninistration

• • ~.'.' __ • "', _~,,,. ,I

121 Payroll System

o Financial Accounting SystelTI

~l ~l ~.l ,

121 Shareholders Info. Management SystelTI

o I-luman Resource ManagelTIent System

~
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-.I'/~~JJ/ Ilifornlati~nSystems Map
I

ORGANIZATIONAL
LEVEL

r '.' '.'" .. ::'.' ::. :~:" ~~. ,~.~ ..':: ".~;.'Il
. I BUSINESS '"

I i OPERA",.T".I O.),.Nl,.':":; I~lt~ _.~ ~ ___._ _ .
l.

INFORMATION SYSTEMS
REQUIREMENT

._'.JIJJ.... l~J .••t.lJ. ••,.,

(,.,
~

Managelllent
Control

Level

Loan Guarantee
Progratn

Export Credit
Guarantee Program

Marketing

1{1 Loan Guarantee Processing Systeln

1{1 ECG Processing Systeln

1{1 Credit Analysis Systeln

1{1 Market.ing Infonnation System

1{1 Cllstolner Feedback System

~~

Research 1{1 Library Managclnent System
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~/~-1JJ/ Infarn1ation ~ystems Map

INFORMATION SYSTEMS
REQUIREMENT

on.GANIZATIONAL
LEVEL

i....10.4.1

~ , . " '''' '" ' ,-.

Ii-~~t~Isg~'~"
L._...__._..... _ _____.J .. _,' " J." .. ' . ttl.I,:;' •. lI_,!J __ ,~.II ..._:"l.l(• • _"'_"iL."._.~'-i.,! " .. ,,'._ .'. . .... -,

i"
It
':1
'"~:
I,

Stra legic
Planning

Level

All
Levels

Inves lInen t
ManageITIent

Office
Autolna lion

&
Productivity

Tools

o Inveslment Portfolio ManageITIent SysteITI

0' DocluTIent Archiving & Management System

0' Electronic Mailing SysteITI

o Connectivity to External Data Banks

o Productivity Tools

~~
~
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_--,I--I~JJ/ Infornlation ~ystem Description Grid'

Organizational Level:

TIusiness Operation:

Infonnation Systetn:

Brief Description:

Operational Control

Accounting & Adlninistration

Payroll Systetn

The Payroll Systell1 should support deductions, allowances (fixed or
variable), exenlptions (fanliIy, rent, educational, etc.), social security, saving
funds, loans, lnedical insurance deductions, salaly increases, and tax
calculation. It should be able to support hourly, salaried, and commissioned
enlployees. The System should also support one titne salaly transactions and
bonuses.

«,~

Developnlent ReC0111111endation: D Custom"Develop

Page I I of 44
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...-I/~~jJ/ Infol~mation Systenl Description Grid'

Organizational Level:

Business Operation:

InfonnaLion Syst.eln:

Brief Description:

Operational Control

Accounting & Adn1inist.ration

Financial Accounting

The Financial Accounting System should contain standard accounting
1110dules such as General Ledger, Accounts Payable, and Accounts
Receivable. Features should include a flexible account number structure, a
flexible Chart of Accounts, easy entry of initial account balances, budgeting
features, audit trail features, and recurring journals support. The System
should provide account Inaintenance and custolner information
Inaintenance support. Additionally, the System should produce
stnnlnary/detailed Balance Sheets, summary/detailed Trial Balances, Profit &
Loss Statelnents, in addition to the support of online inquiries.

Developlnent Recommendation: D Custolll-Devclop [1g Acquire Ready Made I:

~

, ,. ••• • •••• F••!.

Page 12 of 44

,•.•• ~.~ ,r.•, ............... :.1,'1 .: ... t n.,,~'l~

Integrated Business Solutions



_--,,'/~!JJJ/ -1n..farn1ation System Description, Grid'

Organizalional Level:

Business Operation:

Inforn1aLion Systeln:

Brief Description:

Operational Control

Accounting & Adlninistration

I-hunan Resource Managen1ent Systen1

The lIu111an Resource Management System should keep track of information
related to elnployees. Such infonnation should include elnployee basic
infonnation, family and children information, medical insurance details,
education, previous and current experiences, sick leaves and annual
vacations. Furthennore, the System should keep track of the employee's
career developlnent, training courses attended (both external and internal),
pron1otions, and acquired skills during his/her stay at the JLGe. Finally, the
Systern should allow for the dOCulnentation of periodical evaluations.

c5k-.

DeveIoplnent ReCOlTIlnendation: [K] Custom-Develop
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_---I/---.J~JJ/ Il'lJrormatian System. Description Grid

Organizational Level:

nosiness Operation:

rnfonnalion Systcln:

Brief Description:

Operational Control

Accounting & Adlninistration

Shareholders Infonnation Managelnent Systeln

The Shareholders Infonnation Managelnent Systen1. should keep track of
infornlation related to the JLGC shareholders. Such infonnation should
include shareholders basic information, paid up capital, number of shares,
sales and purchases of shares, Certificates, profit distribution, shares
splitting, and expansion of the capital.

<­
~...r-....

Devclopnlent Itecommendation: IKl Custoln-Develop

'1:.1.·\.,·,.•• ·_·....H'

Page 14 of 44

D Acquire Ready Made

Intcg}'ntcd BusinGss Solutions

"



--I'/----I~JJ/ Information Systeln Description GritI'

Organizational Level:

nusiness Operation:

InfonnaLion Systeln:

I3rief Description:

Managelnent Control

Loan Guarantee Program

Loan Guarantee Processing Systeln

~,
!,

The Loan Guarantee Processing Systeln should consist of two modules: a
Front Office Module installed at the participating financial institutions and
a llack Office Module installed at the JLGC. The System should handle
tracking of applications and undelwriting, collection of fees, tracking of
exposures, past dues, tracking of claims applications, evaluation and I.

paytnent of claitns, and undertaking of recoveries. The System should be
able to electronically transfer applications and other information between
the financial institution (Front Office) and the JLGC (Back Office).

Developlnent RCcol11111endation: [KJ Custoln-Dcvelop D Acquire Ready Made"

..2,;:.
"b:<:>
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---t/~:JJJ/ I~formation System: Description Grid

Organizational Level:

Bosiness Operation:

rnfonnation Systen1:

Brief Description:

Managelnent Control

Export Credit Guarantee Program

ECG Processing Systeln

The 'ECG Processing Systeln should also consist of a Front Office and a Back I,'

Office Modole. The System should handle tracking of applications and
ondenvriting, collection of fees, tracking of exposures, past dues, tracking of
cIaitns applications, evaluation and payment of claims, and undertaking of
recoveries. The Back Office should provide the user with aggregate reports
indicating such statistics as geographic, sectoral, volume, branch, and bank
distribution of Export Credit Guarantees. It should also contain built-in 1/

validation of the ilnport/export countries and should track country exposure.

Development Recommendation: [K] Custoln-Devc1op D Acquire Ready Made

,
-....
y--.-
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~/---l3JJ/ Information Systen1 Description Grid

Organizational Level:

Business Operation:

Infonnation Systeln:

nrief Description:

Managelnent Control

Export Credit Guarantee ProgralTI

Credit Analysis Systeln

The Credit Analysis System should provide both the LGP and the ECGP
\iVith the ability to analyze the financial statelnents of custolners in order to
arrive at an accurate assessment of the customer's credit worthiness. In the {
case of the ECG ProgralTI, the System should maintain information about ~

t

exporters, foreign buyers, and country conditions. Information about
Jordanian and foreign finns and banks, which should be used in the
undelwriting and guarantee adn1inistration operations, can be obtained
through external databases such as the An11TIan Chambers of Industry and
COl1uTIerce.

Developlnent ReCOlTIlnendation: [K] Custom~Deve1op D Acquire Ready Made '"

~~

l., ....1'.:1 'A~ '&'1.', , ~~·.'.~l ••
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-.I/-1JJJ/ Infornlatiatl ,System Description G'rid

Organizational Level:

Business Operation:

Inforn1ation SysLeln:

Brief Description':

Managen1ent Control

Marketing

Marketing Inforn1ation SystelTI

The Marketing Inforn1ation Systeln should keep track of the JLGC current
and potential customers, ,vhether direct customers such as banks or indirect
custolners such as exporters and/or loan applicants. Moreover, it should
provide the user with the ability to segment the intended target market. It I.

should also keep track of the JLGC's public relations effort, expenditures,
news clippings, and advertising. The Systelu should support luaU merge I~

features and electronic fax calupaigns through integration with off-the-shelf
softvvare. FurtherIl10re, the Systen1 should be able to track visits and calls
Illade to financial institutions and the export community.

Developlnent Recoll1111endation: [KJ Custoln-Devclop D Acquire Ready Made

<~C~
~?..

\:.:.wI"'"
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----l~~JJ/ Injormation Systenl Description Grld'

Organizational Level:

nusiness Operation:

Infonnalion Systeln:

Brief Description:

Managelnent Control'

Marketing

Custolner Feedback Systenl

'I

1~
,~
p.~

The Custolner Feedback Systeln should keep track of custolner satisfaction
,vith the services and products offered by the JLGC. The System should also
keep track of inquiries generated as a result of public relations campaigns
carried out by the JLGC. It should contain historical records and statistics
about custolner behavior and reactions to various JLGC efforts.

Development Recolnmendation: [K] Cllstom~DeveIop D Acquire Ready Made ;r

~~o

... U ......,·l
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_-..t/~-IJJ/ Information .Systen'l Description Grid:

Organizat ionaI Level:

Rusincss Operation:

InforInation Systcln:

Brief Description:

Managelnent Control

Research

Library Managelnent Systell1 !,
l
I!,

!
P'
~~

The Library Managelnent Systeln should enable the Research Departlnent at
thc JLGC to store and index all infonnation required to support the I'

operations of the JLGC. The System should keep track of the location of
such lnaterial. It should also n1anage the checking out/in process, and H

provide the user with the ability to enter keywords for each libraiy resource
to be later used in searches.

~
I,

Development Recomnlcndation: Qg Custoln-Deve!op
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_-II.-J-IJJI Iliformation Systeln Description Grid'

Organ izational Level:

Business Operation:

InforInation Systcln:

Brief Description:

Strategic Planning

InvestInent Managcnlcnt

Investlnent Portfolio Managenlcnt Systeln

Thc InvcstInent Portfolio Management System should keep track of the
JLGC investlnents. Such infonnation should include basic infonnation
about bonds ovvned by JLGC, stocks bought through the Amman Financial
Market, deposits Inade in banks, and infonnation about c0l11panies the
JLGC is a shareholder in. The System should also keep track of a historical
record of capital gains/Iosses made in cach of these investments.

Dcvclopnlent Recolnmendation: IKl Custolu-Deve!op D Acquire Ready Made

~"
~
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_---'I.-1--1.J'J/ Iiiformatian Systen'l Description Grid

Organizational Level:

Business Operation:

Tnfonnalion Systenl:

Brief Description:

All Levels

Office Autonlation & Productivity Tools

Doctnnent Archiving & Managelnent Systelu

The Doctnnent Archiving & Managenlent Systelu should be used to manage
the daily flo,v of papervvork at the JLGC. Furthenuore, the System should be
llsed to create a paperless office environment where all research and
bad<::ground Inaterial can he accessed by authorized personnel on a need H

basis. The Systelu should support document archiving, retrieval, routing,
itnage printing and luanipulation, annotations, Inarking and stamping, and
fax interface. The Systelu should have effective security features and an
audit trail.

DcveIoplnent ReCOIUlnendation: D Custom-Develop lKJ Acquire Ready Made

~~
'::.
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___I-I.-IJJ/ Itiformation ,Systen'l Descriptiol1 Grid

Organizational Level:

nusiness Operation:

InforInaLion Systeln:

Brief Description:

All Levels

Office Auton1ation & Productivity Tools

Electronic Mail Systen1

The Electronic Mailing System should be both internal and external. An
internal Inoc1ule such as MS Mail, MS Exchange, or CC Mail should be used
to increase the channels of con1munications between employees and reduce
the an10unt of papelwork. An external (local and international) module
should be used to con1n1unicate ,;yith entities within and outside Jordan.

DeveIoplnent Recomlnendation: D Custoln-DcveIop !Xl Acquire Ready Made "

~
.~
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_-,/--1~JJ/ IfzjOrnlatipll SYStCltl Descriptioll Gri(l

Organizational Level:

Business Operation:

Infonnation Systern:

Brief Description:

All Levels

Office Autolnation & Productivity Tools

Connectivity to External Data Banks

The JLGC should have access to local, regional, and international data I:
bases. Such databases ,viII help the JLGC in its Inarketing and research
efforts. Connectivity should be 11lade to the internet through an Internet
Service Provider. The JLGe, through the National Infonnation Center for (.
cxanlpIe, can be connected to local data bases such as the Alnlnan Chalnbers
of COl1llnerce and Industly. In the future, a World Wide Web Page for the
JLGC can be developed to familiarize potential target custolners with the
JLGC products and services. The WWW could also be used to access credit
ratings, financiallnarkets, credit information, and countly conditions.

<2
~~

Dcveloplnent Recolnmendation: D Custolu-Develop
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_~/---l~JJ/ Ijljorl11atiarl Systel11 Description Grid

Organizational Level:

Business Operation:

Infonnation Systeln:

Brief Description:

All Levels

Office Auton1ation & Productivity Tools

Productivity Tools

The JLGe should put spreadsheets, vvord processors, and sInal! data bases
into use in its various functions. Additional desktop publishing software
should be used to produce in-house publishing using tIte (lJJ(li/able Power
Macs, laser printers, and scanner.

Developn1ent RecomInendation: D Custoln-Deve!op [KJ Acquire Ready Made

"'" ~._ <.1.\ •• _,",l' ". J., "'_.~ •• _,,,:·._L._'~,'.:I.\lll,.~;_ t,. hl~l\'U f."Hl~.~:"'4..J11,.;L"
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-,/-l~JJ/ Inforn1ation _Systelns Map

Nates:

])uc to the lack of a ready-nlade, fully-integrated Managenlent Infornlation
SYStCI11 that fulfills all the IS requirenlcnts outlined in this section, parts of the
rcco111111cnclec1 Infor111ation Systenls vvill be custonl-developed \vhile others \vill be
bough t off-the-shelf and integrated. If this activity is not nlanaged carefully and
standards and requirenlents are not clearly laid out, developed or acquired
SystenlS ll1ay not be conlpatible and accordingly the advantages of synergy and
intcgralion \vill be lost.

T'hus, \ve reco111111encl that the JLGC outsources the overall 111anagenlent of the
MIS function to a third party. This party vvould be responsible for gathering user
rcquirc111cnts and accordingly preparing either conceptual design docUlnents for
SyStC111S that vvill be custo111-developed or sclection/evaluation criteria for systems
that \vill bc acquired. This will ensure that all systelns, developed or acquired, are
in line vvith the overall JLGC IT Strategy and in turn will ensure protecting JLGC's
currcnt and future IT investlnent. The third party should also be responsible for
nlanaging vendor relationships and drafting developlnent and Inaintenance
contracts.

~
~
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--A/3.-JJJ/ Iliformatian Systen1S Map

Nates:

l)uring the C~lP{ tire of uscr requirenlents and systeIT\ design, adequate input [roln
technical expert.s in trade finance and banking is reconl111ended. Further1110re,
extensive involve111cnt by JLGC professionals should also take place.

1\1 t.hough there 111ight be readY-111ade I-Iu111an Resource Manage111ent Syste111s,
Shareholders Infor111ation Managenlent Syste111s, InvestInent Portfolio
Managelnent Syste111s, Marketing Infor111ation Syste111s, and Libraly Managelnent
SYStC111S, ,ve rCC0I11111end that these be custo111-developed in. the fonn of srnall
d ~1 tabases cl ue La the following reasons:

• The relative unavailability of locaI0J-supported, reaqy-nuule packages.
• T'he need to custo111ize, anl0ng other things, support for three decinlal

places instead of two for the Jordan Dinar.
• T'hc need to support both English and Arabic.
• The need to ensure that these SysteITIS are fully-integrated, rather than

segregated islands of infor111ation.

-?­
~
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~/--1~JJ/ A]'Jplication Intelface Matrix

Illtrodllctioll
The Applic8tion In tcrf8ce M8trix depicts the high level interface that should be taken
into considcr8lion vvhen developing or custol1lizing applications. Although S011le
Clpplic8tions nlight be initially operated as stand-alone systenls, their design should
Ctlter for the f8ct that they will be integrated in an enterprise-wide Managenlent
Tnfor111ation Syste111.

Relationships outlined by this m8trix should be thoroughly analyzed. For example,
the Financial Accounting Systeln interfaces with The Payroll System to reflect,
81110ng other things, any salaries, taxes, social security, or 111edical expenses
processed in the Payroll Systen1. Moreover, Financial Accounting interfaces with the
Shtlreholder Inforn1ation Management Systen1 to reflect, among other things,
expansion of capital and distribution of profits. Additionally, Financial Accounting
interfaces with the Investn1ent Portfolio Management System to reflect any capital
g8 ins or losses incurred. The Systen1 also interfaces with the LG and EeG Processing
Systcnls to reflect, anlong other things, banks' fees and coverage of defaulted loans.
Finally, the Fin8ncial Accounting Systen1 interfaces with the Document Archiving &
Managenlent Systenl.

%
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, l--l-.JJJ/ Application Itttelface Matrix
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IV. INFORMATION TECHNOLOGY ARCHITECTURE



_---II--I-IJJj Il'tjOfll1atio11 TecJznolagy Architectl-lre

Illtrod~lctiOl'l

,,"'his section consists of t,vo parts. 'The first part presents an overall IT
Architeclure for lhe JLGC. Developed and/or procured softvvare should fit vvithin
the overall fran1c\vork of this infrastructure. Accordingly the IT Architecture
should also be taken into account \vhen evaluating different software vendors or
syste111s.

T'he second part covers a nU111ber of existing and enlerging technologies that
should be taken into consideration during the developnlent/procurenlent of the
JLGC Infonnation Systenls outlined in the previous section. User requirenlents in
add ilion to these technological trends should be used in devising sonle
selection/evaluation criteria.

~
~
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_-,,/-I--.lJJ/ Iliformation Tecllllology ArchitectTlre

Scanner

The LG or ECG Processing
Part that resides at the

Financial Institution (See
Note)

MODEM r-'11
)!Het ~~ ••••••

gj[:m1fmJ~

MODEM

UNIX
SERVER

[.J
6=:S'~
;r~=I~1

gftjil.:"'~}l··t

Printer
.-...

~=-;~

I ~~.SJ ~b::.m..

Desktop Publishing
Apple Stalionseel! ~r p~in:

i!!1
L..':':'Ld!1

,(i. r~ ~.j3.~~~

ETHERNET NETWORK TCPI/P

l.J
~=~.;~dll

l:ttOO'J!1m l.~ II_ l ,'='.:. .,-- F':'-'5il\ II
~r; 'Tiff-p' :to' 'i1»

[iii]
g

,J::.~\

IIJ
8t.4 '1

'II)
1~"iii1i3.1\

Printer

Nt/tt!: Dlle to the fact that IJallks llt/I'c inc01llpatiblc ~lste1lls alld l'fIIJ1ing lwels of allt01llatioll, thc Frollt Office Part of thc LG alld/or ECG Processing
~·J'.\·tCIll 1I,il! bc a stalld alollc 1II0dulc that is idelltical ill all ballks. Tlte Frollt Office, like tlte Back Office, lVill be dCl'elopcd by the ILCC mltl provided to the
Halik. It slw/lld 1'IIn 011 all Ill!.,,! PC COlllpatilJle therefore req/liring II stalldard ]ltInllvare tltat is al'aiTable at (Ill banks. Tltc com/ectioll betlVcC1J tlte ILCC's
Back Office allll tlte Fil/fl1lcial Illstitutioll's Frollt Officc shollld be a lOlv-speed, seriallille com/cctioll reqllirillg on[y tl 1II0de1ll. TIlliS, there will bc I/O need to
de"efo/J III!JI illtclface.
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_~/--l-l]J/ Itiformatian Tecltflolagy Arcl1itect~lre

Rceo11'111'1Cll (1atialIS:

T'he Proposed rr Tnrr~structure is b~sed on a Client/Server Architecture. The
Server ,viII be UNIX based. The clients "vill be IBM PC Conlpatibles with the
Pront End J\pplic~tions residing on MS Windo'\vs as the Graphical User Interface.
Both high-end and lovv~end Relational Data Base Manage111ent Systenl (RDBMS)
Engines should be used. Moreover, 10'iV-end data bases such as MS Access could
also be used as the Front End Interface.

Client/Server is an in1plenlentation of cooperative processing ,,yhich is a type of
C0l11puting where the processing of a business transaction is split across 111ultiple
processors.

rrhe CIS Style reCOln111ended for the JLGC is Distributed Data ManageJnent where
the })ata Manage111ent COlnponent is carried out at the Server level, while. the
Function and Presentation Components are carried out at the Client level.
Moreover, S0111e of the Data Manage111ent C0111pOnent can still be carried out at
the Client level.

~k-
v ......
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_~/.--1--1JJ/ Iliforl1'latiarl Tecllnology Architect~tre

RCCQll'l111 el'ldati011.S 4
4

rrhe Presentation C0111pOnent is related to end-user Input/Output and include
such things as screenhvindo\vs J11anagen1ent, dialog control, field validation, data
clptufe, codes table access, range checking, and security. The Function
COll1ponent includes progran1s responsible for the business logic. While the Data
M~lnagen1ent COlnponent represents the functions related to executing Data
Ivlanipulation L~nguage Staten1ents.

T'he advantages of using this style include:

• Allovving data to be distributed to the platform where it will be used the
Inost, thus in1proving processing tirne, increasing user. productivity, and
en1powering end-users.

• Pernli tting dedication of server to data n1anipulation thus enhancing server
utilization.

• Allovving application processing at the Client level thus reducing network
traffic and lowering processing/operating costs.

~
~
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_---II--.I-IJ)I Il'ifOrl11atiotl Teclll1ology Arcllitect~lre

RccornnlCtlflatiollS"

T'he advantages of the rCCOnl111encled Client/Server Architecture in general include:

• AlIcn",ing JLGC to integrate ne\v types of inCornlation (inlaging, etc.).
• Allovving user-friendly infornlation at point of need thus decisions in

organization such as the JLGC can be 111ade at lo\ver levels of the
organization.

• rlnproving systenl usabili ty (response ti 111e, reliabili ty, consistency, and
interface) .

• EnlpO\Vering JLGe users (user-developed data and processing solutions, user
experinlentation, and increased conlputer resources).

In order to successfully iIl1ple111ent such an architlecture, the skills and kno'\vledge
capi tal of personnel at the JLGC MIS depart111e~lt should be upgraded through
continuos training. A diversified skill base is required to lnaintain the 111ultiple
cOlnponents, languages, and tools in this CIS environnlent. I-Ience, in addition to
these skills being developed, the JLGC should evaluate hiring additional new staff
or bringing in external consultants to fill in these skill gaps.

~
~
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_....JI:J:JJJI Il'iforn'zatioJ'l TeclZJ'lology ArC]litect~lre

T'hc roIlo"ving is a brief description of existing technological trends that should be
takcn into account ,,,,hen building the JLGC hard,vare and soft\vare architecture:

Gr~\phical User Interface (GUI) - T'oday's kno\vledge ,vorker requires a sean11css,
casy to use, standardized interface. Graphical User Interface, apart [ron1 being the
standard, provides the user \vith the po\ver to cut and paste bet\veen syste111s and
take advantage of all windo\v-based features. All JLGC applications should be
GUI.

NCl\Vorking - A Net\vorking Architecture needs to be laid out in order to en1pO\'Ver
the JLGC en1ployees. More than ever, the net\vorked environn1ent is giving
c0111panies a c0111petitive edge.

Distributed Databases - To operate 1110re effectively, users at the JLGC should be
,able to have the data that they want readily accessible. Using a distributed
database architecture lneans that infor111ation is available ,vhere needed, when
needed, which in turn ensures better perfonnance, easier access, and a guaranteed
service when the net\vorkecl systen1 is off-line.

~
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l)istributcd Processing - The IO\iver cost and 1110re puvver of Microprocessor
T'cchnology cnables organizations such as the JLGC to distribute processing; thus
laking adv8nulge of high end vvorkstations. Distributed processing goes hand in
hand \Ivith ClllpO\vering c111ployees by providing then1 vI/ith the necessary povver to
111anipulate data and 1l1ake decisions at their desktop.

Electronic C01111nUnications - Electronic Mail, Scheduling Utilities, and Internet
connccLions are necessities to accelerate the pace of'vvork, OVerC0J11e barriers of
lil11C and space, and help in achieving a paperless environn1ent. Open, easy to usc
channcls of conl111unication \'\fill certainly enhancc productivity and vlorldlovl at
the JLGC. Furthernl0re, access to local, regional, and international data bases vyill
enable knowledge-based organizations such as the JLGC to acquire lTIOrC
infornlation and hence 111ake sound business decisions.

~
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f\1ult irnedia - Il is cstiInated that 90% of the data that c0111panies \vill handle \lviII
he unst.ruclured (scanned in1agcs, docun1cnts, audio, etc.)y!-Iaving a platforn1 UVll
provides proper handling, iInaging, and archiving of such data \vill definitely cut
do\\'n on the stor~lge cost and 1110St ilnportantly enable the 111anager \ivith a click of
a button to access this vital inforn1ation. Such platforl11 is essential for an
organization such as the JLGC \vhere there is a clearly laid out vvorkflow that
needs to be streanllined and autol11ated.

Other 'T"cchnologics - rrhe use of Expert Systen1s (ES) \vill enable thc JLGC to
rct:lin its kno\\'lcclgc capital \vhilc ensure that a lot of routinc, tilne-consulning
\vork is autol11aled (Credit Scoring for exanlple). To build and prolnote a learning
organization, C0l11puter Based Training (Cl31') can be instituted and developed.
CB'Ts can also be developed to falniliarize financial institutions, the export
C0l11111Unity, and nonnal cust0111erS with the services and products offered by the
JLGC.

~v,
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11IGI I PIUOIUTY

Lo" 0 Go"1':1" tel' Prol'l'''; "g S)'stl'lll J

ECG ProCl'S:i"~S)'::_ ..", ,,' \j

Crl':~:~ ~:I:I::"~~~:"."" ,!J
Financial Accounting Systcm

.. J •.• ~~ ,'.... 1·, ,I.I'tl. .... IIL ••.. ",_ -1_ •. _"1'_ •• ,I.n _'l"~.

A1EDIUM PRIORITY

lvlarkct ing Informatiun System 'J
, .:. ....J~oI•• ,.~·",·.",,,,,~,,,,,_.,,_"IJ~":':'_';'...:..J.J ',.1 ~ ~•••; ~..:..

"::~~~:~I.~~I:\:il,I~~~e~:~J

I '. P"yroii S)'st l'lll B

,"-.~:~:~~:,~:':::,::~.:',~~~::~,:,,~~:'~.~

LOW PRIORITY

Invcstmcnt Portfolio Managcmcnt 1
.,..----,-,----c---------' I

'jShareholders Info·, Managcmcnt ,

\.:....~.1,.;.II .. I,,· ••,'o\;. :t,t,,':'JJt.~~)••I~~~"'''H'd ..tt\',·l .11 ild!"'4'JtI\'~"

I 111111"" Rl'sollrce M":"lgl'IllC"1 S)'st l'lll J
~::,:~(,~:,::,~\I:~::I:,:,~:::!~::r~!~~:~l~~:&U",jJ

SUGGfSTEI>
()III >lm ()F

1flll'LEfllliN'lil nON

Notc: Thc abollc ordcr should bc periodically eJlaluated alld, if llecd
bc, rcvised to riflect challges ill tile busi1lcSS CIlJlir01llJlellt.
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. .' .. 'I Estimated ...
" ..,..... :',".' ,System Nfll1!e.::,~>,'\:/\.:::'· '." :A~I;;;i'JvI6;~tji/

I • "I •': " ... ',' ; ~ ,Ii I , • '" I '...,. '. ,

l', . DCJJclopme/!t ....
. . ..'-.~, t "J ~ ,'I., I, I I • I • " I "

. IV:c011l111endritiml

Payroll System

Financial Accounting System

Shareholders Inrorl1l;ltion Management

'·llIman I~esollrccs M:\nagemcnt

Loan Guaral1lee Processi ng

Credit Analysis System

ECG Processing

Marketing Inrormation System

CliSt omer Feedback SYSI el11

Library Management System

Investment Portfolio Ivl:lI1agemeI1l

Docul11ent Archiving & Management

1.5

:2

:2

:2

:2

:2

:2

Acquire

Acquire

Cust om-Develop

Custom-Develop

Custom-Develop

Cust om-Develop

Cllst 0111- Develop

Custom-Develop

Cust 0111- Develop

Custom-Develop

eust 0111- Develop

Acquire

Note: The abol'e are prelimillll1J! estimates that should be reJ'iserl
Ollce detailed user requiremellts are captured.

ellS t011I-DcFclop
Timc is required to earlY out the jollmvillg tasks:

• DOCll11lcllt User Rcquiremcllts at all Orgallizational Levels
• Prcparc Business Process & Technical Design
• Progra11l11lillg & Systcm Testing
• Installatioll, COIlJ1crsioll, mlfl Traillillg

Acquire
Time is required to can)! out the jollmviJlg tasks:

• Documellt User Requirements at all Orgallizati01wl Lepels
• SurJ'ey Apailable Packaged SJ!ste11ls
• Develop Selectioll/Evaluatioll Criteria & Select Package
• I1Istallatio/l, COIlJ'ersiOll, alld Traini1lg

~
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!(ey Fil'lditlgS:
T'he foII()\ving notes ~1l1d reC0111111cndaLions are bascd on the revie,v of the current

Infor111ation 'Technology Operations:

o T'he only aUlOlllated function at the ]LGC is the Loan Guarantee Progra111.
o \!alidalion checking on such things as the eligibility of the custo111er should be

auto111atically executed. Furthernl0re, and in order to l11inin1ize response ti111e,
1110sl or the validation ,vhere rules ;}re clear should be done at the Front Orfice
part of lhe Loan Guaran tee Processing Syslell1

o 'rhcre should only be one point or data entry for all auto111ated forn15. 'T'his ,viII
both clilllinate redundancy and increase data consistency between the JLGC
and the Banks.

0' Security & control should be 111anaged 1110re effectively. Users should be
grouped and accordingly assigned different levels of access.

o Query & reporting options should be enhanced to provide decision-lnakers
,vith better data to base their decisions on.

o The current Systen1 is stand alone and data ently is done through one
workstation which in turn creates a bottleneck

~~
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