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INTRODUCTION

in pursuance of the procedure adopted under Rule 281 of the Rules o
Procadure and Conduct of Business for laying the Study Tour Reports on the
Tabtes of both the Houses of Parliament, |, Chaimman, Committee on Pubilic
Undertakings have been authorised by the Committee to lay the Study Toul
Report on their behalf, lay the Study Tour Report of the Committee on theil
discussians with the officiais of Export Credit Guarantee Corporation of Indiz
Ltd. (ECGC}.

2. The Commitlee held discussions with the officials at Pune on 4.6.2001
A copy of the tour programme is annexad (Annexure-l).

3. The Commiitee considered and approved the Report at their sitting helo
on 18™ December, 2001.

4, The Committee wish to express their thanks 1o ECGC for prowviding
facilities during the visit of the Committee and for supplying necessary material
and information required in connection with the Study Tour.

5. Thay wauld alsa like ta place on record their sense of appreciation for
the invaluable assistance rendered t¢ them by the officials of the Lok Sabha

Secretariat attached to the Committee.

Naw Delhi PROF. VLAY KUMAR MALHOTRA
18 Deacember, 2007 CHAIRMAN
27 Agrahayana, 1923(S) COMMITTEE ON PUBLIC UNRERTAKINGS



STURY TOUE WOTER QOF THE COMMITTEE
OM PUBELIC UHDERETAKINGS

Discussign w(th the oif|gipls of Expeort Cradit Juaranies
Larpowtalsonm of Indes Licnibed on MO8 2001 at Puna

& IHTRODUCTORY
A1 tha auiset, the Convans, Corrmbs 6 Public Undedacings made

apening remarks anr {kan raquaatad 1t Chaeman & Managing Director,

Exporl Credil Suaramies Carporaion of Inceg {EGLYC] 1o Introduss kel and

hilg ol uise e bhe Commide=. The Converan, GLPL oo requeeted bl bo

Fae 3 prial aceaunt of bne working of EGGE,

2 Attar Mircductian of alfealy of lhe compary, the CMD. ECAC intomad
b Committee that e Export Cresdit Suaranee Corpaomdien o Indis Lbd.
WELG]), known umdll 1695 @ Expar Risks Insurance Carparadlen (ERIC|, waa
st o by ke Chowarnment of Iedia 0 lbe year 1967 1o provde sepor 2nedi
iIrsurarcr: poliles,  On commenstg operations, ERIC offersd siendand
pulicies to Indizn seponers which prasided credit inguranca o Indig exporans
ae =nvisaged n the Kapaor Committes RPeport  In 19520 1t mroducad soacilic
palicks to caver specific lerge valva Fassackiors an madium Bnd lahg term
ciadis. It Waersficd 0t Guarantss Bosicesa in 1980 wher H Inradused e
packing tredit guarantgs fo oova the advances gamesd by baEnks o Indian
eapartars ut fhe pe-shpmeat slags. I:;‘ Ofde be bring its name 11 ke witf e
drearaihcatan in busness, 10 nare was changad ‘o Exparl Ciedd ana

Guararied Cofporalion bid. 0 1964, Subsequertly, cowar kor nediurn’ang



term exports was introduced in the form of construction works policy. Special
schemes to cover banks and financial institutions against the risks of granting
finance to the buyer through buyers' credit and line of credit were introduced in
1978. Subsequently, in 1978, the cverseas investment insurance cover was
introducad to protect investments made overseas in the farm of equity and/or
loans by Indian investors. The name of the Corporation was changed to Export
Credit Guarantee Corporation of India Lid. in 1983 to bring the ideniity of the
organisation into a sharper focus amonyg the international credit and invesimeant
insurers.

it was also informed by the CMD, ECGC that the Corporation had
prepared a Corporate Plan for 9" Plan period ie. 1997-98 to 2001-2002.
Action had also been initialed ta prepare the Carparate Plan and marketing
plan for the five year peried from 2002-2003 to 2008-2007.

The CMD also infarmed that currently, the objectives before ECGC in
terms of financia! achievernent and efficiency factors were being followed up by
those set out in the Memerandum of Understanding (MOU} for ihe year 2001-

2002 signed with the Government.

g, ROLE AND OB.JECTIVE
3 ECGC has been endowed with the mission of supporting “the Indian

export industry by providing cost effective insurance and trade related servicas
to meet the nesds for the Indian export market”. To this effect, the objectives

the Comoration has set for iteelf, inter-alia , include, encouraging | facilitating



and developing irade between India and other countnes, providing adequate
sxport wisurance cover comparabie to similar covers available to exporters in
other countries, providing the Indian Banks with export credit guarantees,
praviding investment insurance o Indian investors underfaking investments in
fareign cauntries, and introducing new product lines so as o diversify into trade

reiated services.

4 When asked about the major achievements made by the Corporation in
the past few decades in meeting the objectives of providing the nation's export
trade and praviding insurance cover to the export market, ECGC mformed the
Commitiee as foliows :

{i) " ECGC's caver has been major factor which made it possible for Indian
exporters @ maintain their foothold in certain “difficult” countries which
have been facing seripus balance of payment problems over the years.
Thaese countrias which have been traditional markets for India's exparts
would have been fost but for the cover pravided by ECGC.  ECGC had
1o pay heavy claims but the markets have been preserved for the future
benefits of Indian export trade. Over Rs 570 crore have been blacked in
Iraq, Uganda, Sudan, Angola, Cuba, Tanzannia, Mozambigue, Zambia,
Sierra Leone, Vielnam, Nicaragua, Ethiopia, Seychelles and few other
countries due to transfer delays.

(id} Almost the entire export finance granted to Indian exparters by banks in
india is supported by ECGC Guarantee cover. But introducing its
innovative schemes of bank gquarantees for advances made to exporters
al ihe pre-shipment stages, it has been made possible for banks Lo grant
facilities on easier terms than what would have been possible on their
own. All the banks (nationalised, private sector and foreign) barring a
few are availing of ECGC pre-shipment guarantee.

)  While expon finance guaranteed by ECGC is available for almost 100%
of the exports, pniy a pant of the actual exports are covered under the
credit insuranca policy of the Corporation for various reasons. The total
value of experts for which ECGC provided cover under policies has been
steadily increasing over the years. The total value of exports covered
nas grown from Rs 9066 crore in 1991-92 to Rs. 246892 crore in 2000-



200 (F). The percentage of 2xpovs coversd i 2DO0-20610P] is 12%.
A large garcertape of exporis like axports of minerals and oil, axport af
gems ard |ewsllery mainky 1o assocabes or famiy membens, expdta
unolar corfirmed lettars of crant, ebc ., lall quiside 1he gurview of credit
mauranca. Mo relishle sstimale caukd ba made about the perczriage of
suck exports. Hawewer, il 12 eslimated thad aboud 40% of \ndian exports
orly cetia under 1he -nsurable cawkeqoty
itr] Fraoject axpets which staded i b ate sevanlies owe their exslancs
very much ba ECGC's policies ard guararmees. It was [B7gey socausse
of the cowar prowded by ECGE that our anks wesa able o provde 1he
necessary financial suppor ta Indian carraciors..’
5. . the guestion of oganisabanal restucharing, fnanca ate., the
Commiles haye Tesn :mformad thad in view of 1he ansel of gobalisation and
libzralsatan of 1be Indian ecancmy, ECGC fek the nead 1o search Tor new
arrabegies 1o work effectively in The changed business arvdorumsnd.  In ihis
cantext ECGC commissioned ihe services af an intametional managemen
canauiant ramety, Wi, Caopers ard Lybranc in March, 1967 10 abudy ibks entFe
husingss pperatiors and to equip kself o face the fuure shallenges. Tha
censullant  suberitlexd  fimal racomerendabions im0 Desermaer, 1957, 45
racommended, 1he argansaiong struciore was changen from a prodoct-
arignbed ane o a custemer-anartsd cne. Or the sasia of 1he racommentabars
mage by the Corsultard, the carparalicn 1ook steps for sirgamlning its care
business process 1 achewe enhanced oparaficnal efficearnay and improve

cusbomer satisfackan.

. When enmguired about the implementation of recommendslions
suggested by the Consultare, Bie CoTrmties have been nformed as ander :-

"In tlarma of ibe recocmmendadions of the Consultant, 1he new business
sfrateqgy emvisaged by the Carparaban is wider, with & sharpar facus on



customers and  Mtensive use of information  lechnalegy.  The
Consultands recommendabiors induden skeamlinng of Corparaban's
0T TUSiness procisies o achieve enhencad operational efficiencies
and mprosad custamer satigfection, intraduction of raw aroducte &nd
adaptation o’ Mme axishng praducts 0 Meat ne specific rmeeds ard
requiraments af the rmarket, rabioralisation o avzilahle mManpowser
resources for i optmum uliteaton, upgrading of delivary irterfacea
through expansion of branch netwodc 81d by intredustion of athes
delrery chanrmls inclading e elciranic medum, divarsilicaticn inte
such business acliviies that coud generale synergy wilh 1he care
busireas o the Corporalion.

Ol af the wvarous recommandations mede by ihe maragement
conautant, ECGEC hat dentified 239 fer impleranation.  OF these, 192
recommeadaticns hawe besn impamented. The impementation of the
remaining 47 racommerdations whicn require a longer ime frara far
implemetation and ihces refated o infomalion iechnolegy are N

propress.
7. What ke Committes desired 1o know whather [RDw will haee amy

rrpact on ECGE, the Company informed as fllows -

"ECGE has taken a decision 10 asek, registralion with IRDA as a non-lie
insurance company. Tha regisiraticn with IRDA& = gong 1o have a
sigrafizant impact ar the Comporatan and s operabions, espacialy in
tha matter of application of actuanal principles ta i accounting
praclices — the requirement of maintaining solwency margins, income
recognilion, sroviskng o be made for ncured cars gad clarms
incumes-bud-nat-repored (BMR), &b

C. BOARD OF DIRECTORS

B The congositior of the Board of Tirectars of ECGC & geven bebaw

“The Charman/CMD <f tha Baard shall be appainied by the
President of Imndia.

Besades the SnaimmanCMD, ihe Baand shall have nol ass than 2
and nol more than 13 part-time Diractars, all bz be agpoanted by
the Prasicant . &s fallws -

- 3 Gouermment Dwechors [Menishy of Commerce. Mnisty  of
Financa and FEl};

- 1 Chairman af GIC;



- 1 Chaiman/CMD of Exwri Banh,

- 2 CMDs of public sector banks:

- 1 Praaident of Federatian of Indian Exportars Drganisation,

- 1 Chairman of any one of the Export Prometion Councils' . and

- 4 to be nominated by the Gavemment fram among paracns
carected with expona (axpartark).

B. It has bee=n informed to the Cornrmiltes thal the Doard of Diresclos haa
adeguale powers 1o deal with operational mattera and other lssues ralating to
tunctioning of the Comoration. The powars delagatad o the CMLD and ather
genior officars of the Corporation are reviewsd by the Board from time to me.
it has algo bean informad that four posts in the Boarg of Dirgrtgrs mprescnting

RE|l, EXIM Bank, FIEQ arnd EPC have been vacant.

10. When the Commitiee enguired to know sinpg when thess four posts

have hagn vacant, the Commities have been informagd as under -

[2421] vacant since 41.03. 2001
Exim Bank - vBcant aince 01.05.2001
FIEQ vacant since 22.02.2001
ERG - vacant since 22.03.2001

It has alza been informad to the Committea that the propoasals 1o BlNg
up the first thres posta have basn submitted io the Ministry of Commarce
Regarding the fourth post, information of the term, atc., of the cument Chaiman
of various EPGs arg bang collected to prapare our proposal. The proposal in

thiz regard wild ba submitied within  two weeks.



D. POLICIES/ISCHEMES

1. Tha vanous policies/schemes presently offerad by ECGC inciude:-
Stardard Policies relating to shipments viz. Comprehensive Risks Policy and
Politcal Risks Policy, Small Exporters Palicy, Contract Policies viz.
Comprehensive Rigks Policy and Political Risks Policy, Specific policies mainly
Tor non-repetilive fransactions, Exchange Fluctuation Risk Scheme; and
Financial Guarantees.

12.  Detailing the salient features of various insurance policies/schemes,

ECGC slaled the foliowing in a written reply :

“l.  Shipments Comprehensive Risk Policy

1. Al the shipments made by the exporter during the policy period
are to be covered under the policy. Exporter may exercise his
aption to include or exclude shipments made aganst Letters of
GCredit, shipments to associates and shipments on consignment
basis to his own agent,

2. Policy covers commercial risks, namely insolvency and defautt of
the fareign buyer and palilical risks, namely, war, exchange
transfer delays, ban on imports etc.,

3., For covering commercial risiks, availabilty of credit limit on the
buyer should be ensured before making shipments. Application
for this purpose shoulkd be made on Form No. 144 at least 3
weels priar ta the date of shipmeni.

4. Counlries facing problems due to poltical risks, are placed in
restricted cover. Exporters are informed about the status of these
countries from time o tme. For covering expons to these
countries specific approval has tn be taken from ECGC.

3. All shipments made during a month should be declared te ECGC
alongwith premium by 15" of next month (e.g. January shipments
by 15™ February).



WA=

Iv.

if payment is not received within 30 days from dus date, ECGC
should be informed immediately.

The policy is issued for a period of 24 manths. To continue tha
cover, exparter shouid submit renewal proposal in lime.

Small Exporters Policy :

The palicy is issued for a period of 12 months.

Shipment needs to be declared on quarterly basis.

Declarations are to be submitted every month for aill paymenis
remaining overdue by more than 60 days from the due date.
Normal parcentage of cover is 95% where the Joss is due ta
commercial risks and 100% of the loas is covered by way of tha
political risks.

The normal waiting period for claims s two monihs under tha

policy.

Specific Policies :

Contract for exports for capital goods aon iumkey projects or
construction works rendenng services abroad are covered on a
case to case basis under Specific policies.

ECGC has evolved a scheme of Buyers’ Credit and Line of Cradit
to cover kending banks from certain risks of non-payment.

Exports of services such as technical or professional services can
seak cover under ECGC's services poficies.

Construction works policy is designed to provide cover lo an
Indian contractor who execules a civil construction abraad

Guarantees to Bank :

ECGC has various types of guarantees in order 1o cover the

various facilities offered by banks to the exporters.

1.

Banks are offered Packing credil Guarariee ta cover the packing
credit advances granted to its customer. Bankse can choose either
an Individual Packing Credit Guarante= {IPCG) fo cover only
those accounts for which they desire cover or a Whale Tumover
Packing Credit Guarantee (WRPCG) which covers 1he packing
cradit advances granted 1o all its customers



2. Smilarly. Banks can chooee sither Individual Posl Shipment
Finance Guaranies [IPSG] ar a YWhole Tumowver Posl Shipmery.
Firance Guarsnme (ATPSG] o cower ils Fnancing at pesi
shiprmard atage aganst forzign bibs,

3. To cower banks whe mey be required ta furnish perormance
guarambess on bahalf of s exportar clents, Expert Paronmmaree
uaranbes [EPG) is oiersd

The whale fumover guarantes issued % Danrks b cower e
advancag giver to its mxparter cllents is subject to cemai GxCiusions
Uindes ihess quaremtaes, for cowering accaunts classdied by 1he bark
a3 health cods 1 or as slardand sssed, a natificaban about Saqcionng
of the: limit has 10 ba sard within X days of sanction.

Far covedng accaunts wilh heath codea 2 or substenderd, &
dlacredlcmary Smit is fixed arnd banks can grant advancas up o this limn
by motifying 1he lenit sanctioned.

In respec of eocourds beyond discretianary Emit, prier approvat of
ECGLS has 1o be ablaned.

Far covering adwvanzes 'wih health code 2 ar above o “assels
claesifcaton doubtful' ar ‘nursmg prar approval of ECGC 19 acessarny
Furlher, ECGL ks mairlaining a Specific Apprewal List (SAL) soatainng
neengs ard afdresses of 1he scpartars 10 whom advances under tne
guaranbees hawe been granted by g hark which can ba covared orly
tna Carparalion has given its agpresal m weiting  The list previded 1o
banks is an mpotant scarce of infermation Tor dendifying sxparters who
have defaulted. Thea list & maink amad 8 advising banks 1o exercise
cautivn while dmafing wath such exporters. The bank is expectsd 1o
irfanm the Corperalion as scon as i comes o now tad -

al  Anexportes is in financat dificudias, andior

b There hawve been cerain changes in the
crcumstances which “ave a bearing on the rishs
insured .

The bank muost 1akog ad such steps that are requined 1o prevent or
mimrnise losses, incudng if peceasary, ihe insithution of sagal
proceedings againsl the exporier . Tha bank is axpecied bt realisa
the secuntes thet warg oitained frem ibe expartar while anmg 1he
paciang credit advances. f a clawn s paid by ibe Corporation under any
of the guarantees, the bank raust ke ad nacessany sbeps 10 resower 1he



advance from Lhe exponier and/guarantor or from any othar sources from
whara guch recoveries may b effected.

V. Spacial & :

a)  Overaeas Invastment insurance scheme has been designed lo
provide protection for Indlan investmants abroad.

b)  Exchange fluctuation risk cover has been dealgned to protect 1he

deferre=d payments to be recaived in forgign curmency which ane
opan to axchange flucluation risks.

Tha axpanence under the short term policy and short tem
guarantes schames heve been satisfactory.  The long temm
covers, by and large, have not proved W be profitabka mainky

becauss of the claims ansing out of the Gulf war, Since inkepbon
ECGC has =arne=d a premium income of Re 2448 .38 crore and

padd clalms worth s 214G 77 crorg, while the recovernies effacted
are B=s.3653.02 cioié,

The glgbat experncnce with regard o insurance =schemmes for

gxport has bean sonmmewhat similar to our axpananod m the sense that
when thére & a majof criees like Gulf war, eubatantial payments are o

magdag "

13. It hae alao baan informed by ECGC that the Company has plana o
complement its presant et of standardised products with customer — speciiic
products invaiving product exclusion, customer axclusion, terms of paymant

exclusion etc

14, When ashked about the new products/schamas intreducad/planned to ba
introduced by ECGC, it has been informed that the Company has introducod
iha following modificatiopns in its existing schemes in oder 1o make 1t morg

suitable to the needs of its customess:



a]  Enhancement in ‘no claim benus’ from the existing 30% to
40% in stages of 5% and the procedure for withdrawals of
the ‘no claim bonus’ on payment of claims has bDeen
modified.

b)  Small exporters policy has been revised raising the limit from
Rs.25 lacs to Rs.50 lacs.

c} Board of Directors have approved the modification of cover
on associates which is now awaiting Government clearance.

d)  To bring large exporiters and to ratain them under its fold,
ECGC has made meodifications in its standard policy.
Exclusion of commodities from its cover provided the
husiness offered is sizeabla has been permitted and a
special discount in premium based on either the premium
paid or volume of business offered has also been provided.

2} Option has been given ic gem and jewellery exporters to
exclude their gem expors and cover only jewellery exports
on whole turnover basis under its short-term policies issued
to exporters.

15. ECGCLC has also taken some steps to enter new areas aof business. It has
tied-up with M!s. Dun & Bradstreet India Lid. {D&B) to make forays into the
business of informabion selling. Under its alliance with D&B, the Corporation.
makas available D&B products to exporters through i1s branch network. It has
also jointly taunched a wsbsite (www.indianexportreqister com) with D&B to
provide mfarmation on indian exporters and their products and to provide
registratian for credit information, credit insurance and debt callection services

fromECGC and D& B.



ECGL has alsa gained admipalon 1o the "Credil Aliance pamoted Dy
COFACE of France. Credit Allaroce pravides wariaus semvices ba B mambers,
like credid MfarmBtOn samices, underwntnp, marketing and dabl collection
garvices #c. ECGC is examinng 1he poasdliny of 2apanding o elabed aress

of busiress like export Fackaring, abc.

16. On bairg asked abuul e pobiems beng facesd gy ECGL in cawmnng
ary of the natian's exaor progucss under the insJrancea cawarsfaciames.
ECGLT hee akated the folawing -

‘ECGS hag expenarosd difficubies in sowering certair commadilies such
as software expors. par & jawakary exports and in offering cover far
@arpe velue axparts which are of natansl mporence. The share of gem
& jewellery arports n the 1cial exsparts fram e courdry has besan
Increasing over 1he pears. Hawaves, dus to the peculiar nature o this
frade, 1ha cusirgss covered by ECAGC under its policies Rees Dessn 1o
&¢en thowgh axparl finarce 10 thie secor & fully guarantesd by the
Comporation

Therz re cetain expot Transactions of ‘arge valva which are of
natianal impotance. But due o the nalure of sredd nsks imeclved, these
ara beyand the capecity of 1he credit insurance systern World over.
pramolien of exparts in nabanal mterest 15 done by providng oredd
ircurance an Malienad Accaunt by vadious gavarmmens wher Expost
Cradit Agencies (ECAs) find it diffioult 1o pravige cowar. The Corparaben
has taken up with 1be Govemment of India b2 setting up of Nadional
Insurance Acsaund o suppar such ransactors.”

o Fl Clal MATTERS
1T,  The dalals of the surplusideficit or cash basis for the last 1en years

(1961-92 1o 2000-2001} i wariaus schames & grean bedow



{RS. IN CRORE}

Yoar Pramium income iams Recoverias Surplusi Deficit)
Policy | Ghan Policy | Gime Policy | (toe Policy | Giea
1981-92 71y 52.3% 53,46 5186 | Xs54 2.21 18.24 267
1968293 ﬂ.#ﬂ 6281 ] . §3.66 4149 | 18.71 2.37 {d.45) 2348
1983 -5 53.08 8151 112.23 B133 | 1061 2898 | (47.44) 2714
1984-96 8065 | 103.88 1 15988 ereq | 2070 362 | (7821 E§.1 5
100506 TA26 | 133.08 | 127.83 93,24 8.52 | 40.B5 | (48.85) 80.69
1098-H7 B5.35 | 151 81 9701 108.02 231, 2733 (9.35) | _ 7282 |
1557-88 B798 | 17713 41891 1BABY 500! 1545 41.08 A.78
199899 BESY | 18018 & 35 BO.T2 1.81 5481 5078 12328
1568-00 10058 | 20619 2842 | 1D5.00 7.021 4524 7418 11744
2000-01(2 | 10500 | 22800 32823 | 170.30 43 ] 1218 72.80 50.80

Figure in brackel shows deficlt.

18.

Detailing the factors responsible for increase/decrease in profitfloss,

ECGC stated the foltowing:

19

“The premium income under both policies and guarantees has been
registermg a steady growth. The guarantee scheme has shown a
surplus in all the years between 1991-1992 to 2000-2001 (P). However,
the policy schemes have registered deficits in the years 1992-93 1993-
94, 1094-95, 1995-96 and 1996-97. The main reason is on account of
large value claims paid on account of Iraq. In 1682-93, Rs. 41.13 crore.
Claim was paid under jong term policies, of which traq accounted for as
much as 67% of the claims paid. In 1593-84, claims amounting {o Rs.
45. 44 crora was paid under short term policy, mainly on account of
exports to Angola as a result of civil war, In the years 1994-95, 1995-96
and 1986-87, the Cormporation had paid claims amounting to Rs. 146.47
crore, Rs 106. 87 crore, Rs. 54 44 crore respectively on account of fraq
under the long term policies. In addition (o the above it may also be
noted that the recoveries made have been varying from year to year,
especially on account of recovery of blocked funds due to transfer delay.

The Committee have been informed thal ECGC suffered a major

setback in the early nineties mainly due to payment of certain high value claims

o account of Ireqi  projects and that tha credit accumulated since then has

been cleared in the last tan/eleven years.




22 In this regatd, when the Commimese wantad to knaw the fofal amount of

clarrs pard 10 esiportarsbanks on acoaunt of Ieqgi proj@cts and the steps laken

b e corparadicn to racower the claim amouvnts, the Company irdormed as

faliaws :

The byl amaunt of clairs pad b expariestsanks on assaur of Iragi
peojects stood at s, TEE crare. Cumartly, ESSE nes nol necoversd any
araurds of cdaims paid on Iraq -T7e repaymiana mey ba forhoaming

ofly afer 1he UM Sanclions are Ked.

The Cioxpoeation hae besn raking effaria ta recawver 1be amounis

of blecked funds in warious coinries thmough swarus measures. These
eNets include dabd colleclion arrangaments, imesiment muta, blateral
negaliaions ebz M has b2er. receniry) suppar from 1he Gowernment of
Irdie and |1dian Missions i iha cauntrias whens tha funcs ana biocked ™

21. The performance of the Carporadion in achiesing tha targetied ‘risk

valiea', colachan of presmeum and racovery of 1ba claim amounts pad in the [ast

ten years from 1991-82 1o 2000.2001 is dedaie=d in 1he 1abke bealow:

[R=s. In crores)

o Rk walin ceened Fremarn cofiecisd |

| Tomgel Ach [ Tegel = azh Jmamp-d Inmmg-r-m
188142 [Fana] ST 104, M [T TR
1 B EZ1IA ARG 1C2.26 0510 | 105.14 11808
enty 112930  BBEsd 125, 54 L 13549 | 18350 137.77 L
1L B5 137488 1EEy | 15487 " L T H )
18-l 14575 . MR For iR TR C [ ar.37
180 A7 Er R A0 0 .'zaﬁsia- 203.03 . )
1 ST -FA 188000 EBSASTd | 400D L2518 - 73578 - 245 M
1 St 157500 | 16AT3 257. 0 ST 1210 ;T )
JE o ] oidan 1113535 1800 M 1342 2321 j
20001 1ATTHN) | {2 243.00 3o 21z 53 R

It = chbearvad frome the table thar m the fast ten years, ECG0 has seen

dnapa 10 achmava tha annual 1ee3eds sol for coverage of risk value as well as

codlection of prermium emeuris. Furber, recovery of 1the claim amount= paid by



Ine Corparalicn n each o e last 1e- yeara hes bean very meagre which toes

neid augar we | for tha financil strength of 1ha Carparadion.

22, Yhan enquired ahous the reaspie o gnonfall m achierng the 1angets
e Corparaiicn Infomed the Sommitiee as urder :

"ECGC has ackausd iha taroet wilh respect 1o premium income 11 the
vears 183233, 169394, 19p4-B5, 199595 and 1598-39. Howewar, n
the reraaining years EGGE had achiewved 1he 1angel in the renge of d6%
ke 9E% owsapt ol 1987-BF  ECGT Mad set nigh kargets, wih sha
imeriian beng thai the aderrgt ta reack such targets woukl ensure
cargtar; ans appreciable grewth rates n the achievemerd each year,
inspie of the constartly ascalating Date. In the yease 1831802, 1836-57.
15497498, 1969-2008 and 20001 (P). whila t1e targets hawve ral basn
athieves, © may be observed bhat the growth rake in achua’
performancas have been N tna ooder of 43.38%, 14 23%., 11.90%
11 89% . 3.39% mnd 7 6% raspecihe’y. Further, there am constraires Ir
the growth of ds buziness due 1o Facters swen A8

]| Exzors egainst advance payraenl and so1frmed LG ane beyard
lhe parviesw of our caver;

(1] Cewering LS shipment under polizy s npgienas for excaders,

Wil  Shipmerds o associzles, corsgnmends €ic. &g seleciely
QorearEd;

[%] Gofware Gem and Jewaiary are oeyond e purvkes of cover of
EGGC. and

i  Ewparts {o Resfricted Cowar Coundries se asacteely coversd

ECGC har adapled a mull-prong;ed stredagy in Ha concarled effort to
substartially irgrgape the busicese. It is {aking a1 prssible =leps bo
futhar attiat greater number o Brge exparbers Inte its fold rrodiying
e cuenrd sthemae 1o sur tke n2eds of lage espordes.  Also, thrawgh
reqular semimrs. meetings. personalssad sarvice @nd cuslomwers besed
markel segmertation. ECGS is reaching oul ‘o morg and move
B¥porars,

The Corporalion's exsenense . e awa of ecovery o
commeezial claims pedd has nol been very goad. En aroer to s peed up
1ha recowvery af calms under polides, ar ABC aralyus of comimercal



23.

cleims have been carried out and assistance of the Debt Coflection
Agencies (DCA) have been sought. Palicyholders have also been
advised to initiate stepa for recovery at default stage itseif through DCA.
In case of Poltical Risk claims, ECGC is explering all possible ways to
effect the recoverias, directly or in association with the GQ) and through
the diplormatic channels, through debi collection arrangement. re-
schadulment of dues, through commodity routes and outright sale.
Under guarantees, ECGC is vigorously following with the concerned
banks. and is persuading them to take action to speed up the recovery
particularly for 'A’ category cases, when the recovery chances are high
idue to availability of security). 1t also encouages speedy processing of
compromise raquests seceived fram the clients.

Through its vigoraus efforts, Corporation has been able to effect
recavaries in Angota, Tanzania, Vietnam, etc. in respect of Blocked
Funds due to Transfer Delays ameounting to Rs. 885 crore. Rs . 35
crore and Rs. % 52 crore respectively.”

About the modalities on 1he basis of which ECGC rates the foreign

countries/buyers  of export products for providing insurance cover (¢ the

axporers, the Company stated the following:

“ECGE has adopted a seven fold cltassification (A1, A2, B1, B2,
1, C2, D) of countries based on an objective scoring methodology. To
classify a particular country in & group for determining the premium
rates, the following factors are considered viz. Economic risk rating,
political risk rating, experience of ECGC, economic and political relations
with India and experianca with other credit insurers.

Under the guarantees issued to the banks, ECGC also adheres to
the system of classification of accounts under the Asset ciassification
systern as per the RBI guidelinas. Under these guarantees, for covering
accounts classiied by the bank as health cade 1 or as standard asset, a
natification about sanctioning of the limit has to be sent within 30 days of
sanction.

For covering accounts with health code 2 or substandard, a
discretionary limit is fixed and banks can grant advances up to this limit
by notifying the limit sanctioned. In respect of accounts beyond
discretionary limil priar approval of ECGC has to be obtained.



For covedry eduences wih bealh goce 3 or abave or ‘asasls
clesification douhtud' e ‘nursing’,  prier approml of ECGC -3
recyaary.

Barks &% alan requresd b0 ecdl the pngr apprmval of e
C:omombon for granting advanices Lo @0 eapoter whass rame 5 on ke

"Gpectiz Appreval Lt (241 of the Coporation ™

24 The deimis of ECGC's ooverage of B Courdry's =xpicts 16 glvan oalowr
SEAE " TOTALEXPORTS | EXFORT MMIURED PBEY-ENTAGE GF
. BEY BCSD INSURED EXFUIRT
fr— __-_-.--.._I— . . : m TDTI“.Eﬁ.F'm.T
1EET jaTTamah [ J6A00 174
19758 1TM2BE O 2o i e ™
15 b8 w4 b, ] Lk vl ;| TG e
1 Erfrhl 2 0K b e P A | 2 TR 5%
, SAG-2001 (FRICA, | 201874050 2 g Y . 1%

25.  fl nap been Infanmad ied e quaranbops sxbsndsd by Bra Corporation

ket &aon inBNca, Coter praciically 100% ol M axpoats.

Pracartly, EGCA: is iba only cmanicadion m Indie which pmvides =mpod

cradi IrAwanrss 8nd puaraniess Taciinag.

208,

Wiran anouired about 1he eclinn nitieded by e corparsdion en defanibad

axportgrgipolevhalmars, ibe Campany inffomen a5 undne -

"ECGC manbBirs a Spedlic Spproval List (560 which sonbaiss paimes
arel mddrasses of tta expariers who hawe tafaubed to barke under the
Glaranbess kaped o 1em. The bed & malnly girned at advizicg banks
k> enmrcEe cadlion while desling wilh suck aypongrs Adyanoas
yranted % gdpartars wao appadr on the Spedic Approval Lisl are aely
cougrad by 1he Comgrabinm updar 6 gquaranices prvided 1ba Eenka
hawe galglht the crio: apgroeal in -ariling frum the Gompombon {or
grantirg awch advencas,”



0. INYESTMENT OPERATIONS :

27. The Commitime have been informed that the income generated by

ECGC through collection of premium as well as income from investments are
applisd mainly for settlament of claims and ploughing back new investments,
apart from meating its requirements for administrative expenses. ECGC had
been following the safest course of investments till date. The investments of
ECGC are presently in the form of Term Deposits and Certificate of Deposit
with banks and financial institutions and a small amount has been investad in
UTI's US-64.

26. Details of interest eamead on investments and rate of retum during the

last 3 years are givan below :

(Rs. In crore)

[ Ason 31.3.1008 | As on 31,3.2000 [ As on 91.3.2001
Tarm Deposil 248 .40 580.45 1129.695
Coriificate of Deposit 564.20 48180 301.77

| LS04 §7.23 SL25
Total 807 .64 1218.50 1498.97

. income Easned 81,80 120.77 149.75 .

, Fetum on lnvestment (RON | 10.56% 11.30% 11.34%

Liablli
2% Presently, ECGC's capital base is Rs. 340.00 crore and the maximum
liabiity is Rs. 40,000 crare. The maximum liability (ML) of the Corporation is the
sumn fotal of the ML of all the credit insurance policies isgsued to the exporiers
plus the ML of ail the guaraniees issued to the banks. it is envisaged that the
maximum liability is likely 1o grow with the growth in exports and advances

granted by the banks. A study by the National Council of Applied Economic



Fiesearch NCAER) had recommenoed ihat e capital should be shout 2% of
the maximLim liabkity. The Sewarrrrard of Irdia, having apprzecigded the metter,
had agreat to incrase 1he capilad basa In gtagas 1o Rs. 500 crore by tne end of
the mirh plan peicd. Y hes agreed % provide 3 furthar aum of Rs. 50 crare
iwartk e capital of ECGE ie. from the present lewel of Rs. 340 crowes 1o Ha,
990 cromg durng H01-20E.

. IT CESERY HE:

21 The CAAG in 'ts Reparl {Mo. 3 of 2001) hae chserved that ECGL
aufferad a loga af premive of Rs. 1.04 crom owing to he decision to
refrospectively exiend the benefit of redwced premium for 1he Lina of Cradd
iLOC) for US 10 milion ssuped by Exim Bank ko 1he Govermment of Ghana o
acoound of up=radation of the counlry  rating <f Ghana fram Group "D (high
rsx-premiut e 8.643%) o Group G {premivm rate 6.05%). The CAAG alsD
pairted aui 1hat 1he dacision o charpe reduced rate of pramivm on acsaunt of
the revigion of 1he country cateparisation of Ghana, whch werd agairel ha
consisteni palicy of the company was prompsed due bo gressure from he
Ministry af Commarce, Indian High Commissicaer to Ghara, Exim bark and tha

scle axporter under the LOG viz. Mchan Export [India) Limilae

1. Wwhen the Committee waried ta know the factua. posiion in 1he matber,
ECGC siaied 1he following facts:-
Exim Bank hed scught cower fram ECGC for the LOC exiended to

Gipvernment of Gheaa far an ameunt of 1S 10 milion. The Comporalion
had agreed n the menth of Jure, 1985 to cover the same and had



i)

(i}

quoted 1he pramium 1 8.64% as applicabéa 10 Gioug 'D° coundries. (as
3hana wes In Group ‘D' at that poiat of tme}

Exim Bank ang W5 Mohan Zsports Inea Limided [MELL had
represented 1o the Corporatien thad 1ra rate of premium quoted by
ECGS wis boa hiph and exports wers hacoming uncompedilive and thay
had Laight redueiicn In prémiam rata. Tha matter was skamned and
the ezportar was advised ket reduclion in pramam rake was o
possitde. MEL hed also refermed the matter to the Minsiry of Cammence,
5o, af India.

Cm e baiale of resesw af the cawatries underaken durng September,
1835 and ir consultation wilh FIEQ, exporters and Govammart af 1adi,
1% countigs ware upgreded. Shang  was armarg e 19 countries. |t
WS Upgreded 1o o ‘G with aftecd from Movember, 1995,

Consacue m wpop up-gradation of Ghara a request was meda by Exim
Bank and MEL in Decevrbar 1965 thad 1he Carparation should consicder
giving benelit of up-gredalion m Ghana to Gropp ‘L' 50 thad 1he
neidenca of pramium op LOC, ie rdwced and e expords could 1aks
place. Though the agmeerman betwesn Exim Bank and GOG was
signed on 14 061955, there had been no disbursemenl under the LG
el 1hen.

The Carparation had in Febmary, 1996 raceived 3 relarance from the
Minisiny of Carmmearce Seokirg) Ul comrterda oh he isaues rawead by tna
High Cormmissioner of India in Ghana (HCI1. The Gomporation had, after
axaTwiing iha issues raisec by High Comrmesion of Iadiz (HCD Fad
piven it specific carmmsnts ko the MCH thad the educsan in pramium as
saught oy HC| wae ned posaila.

The Corporation fiad racaived tha twa direclions fram the GG as under

G0I had vde their letder clated March 13, 1998 given durechor that as a
spacal et ha premiun rate charge by ECGC shauld be at the rabe
Apphkcable o Graua ‘B’ coauninas [in spite of Ghana berg in Group 'C =
ihat bme) Far LGS S0 hed dasred 1hat necessarny action in tha mattar
ke Lalean expeitsruahy amd the actior solaken ba irtimated to ke G01

Wihile tna inplicadiona mal would arise ¥ {he dirsction o GOl was
implernerded were being examined, the Codpodation recaived ancther
diracticn fram the GDI vide thar kebter dated Marsh 18, 1994 {hat:



(i

(@)

(b

{3] Diraction conveyed earkar in the matter be kept in abeyance and

@)  The matter ba thoroughly examined for placing before the Boerd
of Directars in their meeting scheduled on March 22, 1896 or
theresfter.

A camprehensive proposal on the subject may be farwarded ta the GOI
for their consideration.

On March 22, 1986, at the meeting of the Board of Directors the matter
regarding re<juests viz

Exim Bank's reguest far giving tha beneft of retrospective effect to
Group 'C’ ; and

Dirachon of GOI for further concession of giving the benefit of premium
baing charged at the rates applicable to Group ‘B’ countries was
examined and the implications were deiiberated upon.

ARer giving due weightage to the increasing trade between Ghana over
the years and also to promote exporis, after parception and due
assessmant of the risk and on considering the fact that no disbursement
under LOC in question had taken place, a view emerged that while
reduction in prermium rate was not possible, logicalty it would be in order
1o give the benefit of up-gradation in Ghana (from Group 'D’ to Group
‘C") for the LOC. 1 was agreed to extend the benefit of up-gradation of
Ghana b the cover issued by the corporation in respect of the said LOGC
which entailed reduction in the amount of premium by Rs. 1.04 crore.

Further cancession of giving the benefit of premium rates applicable for
‘B’ Group countries was not agreed, as it was felt by the Board of
Directors that granting of such a concession to a single transaction
without laying down any objective criteria waould not be proper especially
when the benaft of such concession went ta a single exporter apart from
the consecquential loss of premium.”



RECOMMENDATIONS/OBSERVATIONS
OF THE COMMITTEE

RECOMMENDATION NO. 1
NEED FOR_URGENT IMPLEMENTATION OF THE

REMAINING RECOMMENDATIONS OF THE CONSULTANT

The Committee note that ECGC is entrusted with the
mission of supporting the Indian Export industry by
providing cost-effectlve insurance and trade related
sorvices to meet the needs for the Indlan Export Market.
They alzo nota that with the onast of globalisation and
libaralisation of tha Indian Economy, ECGC is likely to
Face competition in future from ather players entering into
the businaas of export credit insurance. The Committes
note that ECGC commissioned the services of an
international management consultant to study its entire
husiness opaerations to equip itaelf to face the future
challenges. They ware informed that out of a number of
recommendations made by the management consultant,
ECGC had identified 23% recommendations for
implementation and of thesa, 192 have so far been
Implemented. The Committee are firmly of the opinion
that ECGC should take all necessary stepx to gear itself
adequately to face the new challenges. Thay, therefore,

recommend that urgent steps should be taken for



implemsnting the remalining 47 recommendations so that
the Company is able to adopt new strategies to work

effectivaly in the changed business environment



RECOMMENDATION NO. 2

APPOINTMENTS T BOARD LEVEL POSTS IN ECGL
The Committea note that four posts in the Board of

Diractors representing FIEQ, RBI, EPC and EXIM Bank
have been vacant from the early part of this year. Tha
Committes sxmestly feal that at the present juncture, the
company neads the experience and pxpertise of
professionals who can atear the company In the desired
direction. They, therefore, recommend that 1he
Governmant should appoint such professionals in the
Company’'s Board of Directors reprasenting various
organietions without any further delay so that the
Company can ufilise their accumufated wisdom for
rejuvenating it at this critical juncture. The Committee

also wish to be informed of the action taken in this regard.



RECOMMENOATION NHO. 3

NEED FOR SETTING UP OF MATIONA| INSURNAGE
ACCOUNT FOR PROMOTION OF EXPORTS

The Commitiss nots that ECGC has tranafonmed itself

e a singleproduct organisation to B multi-prodsct
organtaallon so as to cater 1o the regulrgments af a karge
mamber of customers and to give a fillip o its business.
Thay wlve noke thal ECGC has diveralfied inlo new areas
of buswwss allled with B core business of cradit
insurance e akport factoning, informatlon sansces, sta.
Hewavar, the Commitles note thera are cartain export
tramactions of lerge wvalue which are of natonal
Imparianca thit could not be provided craditinsurance by
2CGE, in view of the nature gnd extent of cradil fisks

Imvodvell. Thene transsctions of natdonal imporiance are

ianm:lty bayond the capacity of Lhe credit Insurance
I-l_ul;lm In the country, They have come to wnderstand
thel warld aver, promotion of exports in netional interast
is done by praviding credit insurance on Halional
;Ai:l:uunl by various Governmants, when Export Credit
Agencies [EChs} find It difficufft b2 provide cowar. The

ommittes, tharsbore, urge the Sovernment of India to

{aka |mmedials steps towards setting up the raguirad



Mational insuremes Account to suppart such transactions
under indmatlon te th/m Committee. They samesty feal
|tl'hll auch a8 atap will definrbely hakp in the promolian of

sxperis which are of rational importancs.



RECCHMENDATICHN WO, 4

- MEED FOR MAIMG EFFORTS FOR RECOVERING THE
BALAKMCE AMOLUNT

The Committes nale that although ECGC is ganerally
able to meel It finenclal afllgations end sieg genarato
I reasonable prafit from s premium income and recaveries
: play & significant mmle in stmngthening its financial base.
.Th-n- Commitles have been given to undaerstand that the
I:mn-unt exstamatad ax recowverabla oul of the chairma paid
_ by ECGC 850 far is araund Ra_ BT srare amd annually ECGE
mesovers about B, M crore. They have alsa been given
1o unde refand that ECGG has paid clalme of Rs. 570 crare
| due 1o rransfer dalay in 3 number of countras.  The
Cormmitiee are really astoninhed te nole that gut of this,
Irag alone accounls fer Rs403 crere.  Though these
smounks are not considered as recoverable, there is stild
hopms of recoverimg part of this emount when the situation

Irmgroves in thess countries. The Commilte= are happy to

note thel ECGL has baen suscesafud in recowvering

AMoUnLs from Tanzania, Angela and Vietnam in respect of
bMocked funde dua M tranaler delays amounting to Rs,
485 crora, Rx. 35 crorg and Ao, 9.52 crore regpectivaly.

: The Commitbee recommend thet aMorts shauld be made



thidugh bislataral through other suitable mathods to

racever the balance amaunt

RECOMMENDATION NO. 5
INEED TO EXPAND THE CAPITAL BASE OF ECGC

The Committee note that the capital base of ECGC at

presant is Rs.340 crore and against this capital base, the
total exposure in terms of maximum liabillty underwritten
by ECGC is about Rs. 40,000 crore. Thus ECGC is now

assuming risks cdisproportionate to its capital base. In

‘order to meet this situetion, the Government has agreed
to Increase the capital base in stages to Rs. 500 crore by
the end of Ninth Plan period. The Government has
already agreed to provide a further sum of Rs. 50 crore
towards the capital of ECGC during 2001-2002. The
Ilt:nmmittee feel that this contribution by Government
should be increased to reach a capital base of Rs. 500
crore during this financial year itself, as originally planned

te be accomplished by the end of the Ninth Plan psriod,
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