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ANNEX
PROPOSAL
The position of the European Union is to support the changes in the Arrangement on
Officially Supported Export Credits (‘Arrangement’) set out in Parts 1-4 of this Annex.

References below are made to Articles and Annexes of the Arrangement. Additions are in
bold underline. Deletions are in strikethrough.

Part 1

Maximum repayment terms

The sector understanding on export credits for civil aircraft (ASU) and the sector
understanding on export credits for ships (SSU) remain unchanged.

Annex V and VI will be completely deleted as the future “standard” terms and conditions on
repayment term and repayment profile will be more “attractive” than the ones currently under
these two annexes.

[...]
13. MAXIMUM REPAYMENT TERMS

Without prejudice to Article 14, the maximum repayment term is 20 years. In any case, the
maximum repavment terms shall not exceed the useful life of goods being exported.
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Part 2

Repayment profile

15. REPAYMENT OF PRINCIPAL AND PAYMENT OF INTEREST

a) The repayment of the principal sum of an export credit shall be justified based on the

timing of the funds available to the obligor and shall comply with the following criteria:

1)

Interest shall be paid no less frequently than every 12 months and the first

2)

interest payment shall be made no later than 12 months after the starting point
of credit.

The maximum weighted average life of the repayment period shall not exceed

3)

12 vears, equalling 60% of the maximum repayment period and, for
transactions involving support for non-nuclear power plants according to
Article 14, six and a quarter years, equalling 60% of the maximum repayment

period.
The Participant shall give prior notification in accordance with Article 46 in

case the repayment of principal is not in equal and regular instalments.

b) Interest due after the starting point of credit shall not be capitalised.
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[...]
ANNEX II: SECTOR UNDERSTANDING ON EXPORT CREDITS FOR NUCLEAR
POWER PLANTS
3. REPAYMENT OF PRINCIPAL AND PAYMENT OF INTEREST

The repayment of principal and interest shall be provided according to Article 15 of the
Arrangement, except that the weighted average life of the repayment period shall not
exceed 15 vears, equalling 60% of the maximum repayment period for this sector
understanding.
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ANNEX IV: SECTOR UNDERSTANDING ON EXPORT CREDITS FOR
RENEWABLE ENERGY, CLIMATE CHANGE MITIGATION AND ADAPTATION,
AND WATER PROJECTS

6. REPAYMENT OF PRINCIPAL AND PAYMENT OF INTEREST

The repayment of principal and interest shall be provided according to Article 15 of the
Arrangement, except that the weighted average life of the repavment period shall not
exceed 15 vears, equalling 60% of the maximum repayment period for this sector
understanding.

Part 3

Floating Interest Rates

New Article 22 shall be inserted in the Arrangement:

EN



EN

22. MINIMUM FLOATING INTEREST RATES UNDER OFFICIAL FINANCING
SUPPORT

a) The Participants providing official financing support for floating rate loans shall
apply minimum floating interest rates comprising:

1) a market-accepted floating rate benchmark for the currency and applicable
interest payment period, and

2) a positive funding margin.

b) The minimum floating interest rates on official financing support applied by the
Participants shall:

1) foster the level plaving field for official support as outlined in Article 1.2 by
ignoring the impact of Participants’ competitive advantage in financing on the

funding margin,

2) refer to commercial market data for the obligor or relevant comparable market
sources and should not provide a subsidy,

3) apply to all sectors, including the sector understandings (except the Aircraft
Sector Understanding),

4) be disclosed in a transparent manner as will assist verification.

¢) The provision of official financing support shall not offset or compensate, in part or in
full, for the appropriate credit risk premium to be charged for the risk of non-
repayment pursuant to the provisions of Article 23.

Part 4

Minimum premium rate

ANNEX VIII: CALCULATION OF THE MINIMUM PREMIUM RATES FOR
COUNTRY RISK CATEGORY 1-7 TRANSACTIONS

MPR Formula

The formula for calculating the applicable MPR for an export credit involving an
obligor/guarantor in a country classified in Country Risk Categories 1-7 is:

MPR = { [ (ai * HOR + bi) * max (PCC, PCP)/ 0.95 ] * (1-LCF) + [cin * PCC / 0.95 * HOR
* (1- CEF) ] }* QPFi * PCFi *BTSF where:

e ai = country risk coefficient in country risk category i (i = 1-7)

e cin = buyer risk coefficient for buyer category n (n = SOV+, SOV/CCO, CC1-CC5) in
country risk category i (i = 1-7)

e bi = constant for country category risk category i (i=1-7)

e HOR = horizon of risk

e PCC = commercial (buyer) risk percentage of cover

e PCP = political (country) risk percentage of cover

e CEF = credit enhancements factor

¢ QPFi = quality of product factor in country risk category i (i = 1-7)

¢ PCFi = percentage of cover factor in country risk category i (i = 1-7)
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e BTSF = better than sovereign factor
¢ LCF = local currency factor Applicable Country Risk Classification
Formula for term-adjusted MPR (MPR¢a)

For risk with a value of BB+ and higher the MPR formula for country risk category 1-7

MPRita=MPRX1—-Y-T)

eY=1.70

e T is the HoR bevond the Inception Point t0 at 12 years.
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