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Coordinator:	Welcome and thank you for standing by. At this time, all participants are in a listen-only mode. During the question and answer session please press star 1 if you’d like to ask a question. 

	Today’s conference is being recorded. If you have any objections, you may disconnect at this time. 

	Now I will turn the meeting over to Ms. Wendy Peebles. Ma’am, you may begin. 

Wendy Peebles:	Good afternoon. My name is Wendy Peebles from the US Census Bureau International Trade Management Division. I’d like to welcome everyone listening in on the phone and following the webinar on their computer to the second installment in the world trade month go global webinar series. Today’s topic -- Getting Paid. 

	This webinar is the second in a four-part series hosted by the Census Bureau. This series was created by your federal trade partners, the US Small Business Administration, the US Export-Import Bank, and the US Department of Commerce US Census Bureau International Trade Administration, US Commercial Service, and the Bureau of Industry and Security. This in-depth webinar series provides the government resources to help you become a successful exporter from finding compatible markets to financing your export program to understanding export regulations. 

	These webinars will take place every Wednesday at 2:00pm Eastern Time during the month of May. Each webinar is completely free and a great way to understand the resources the US government offers you. The next webinar, Prepare to Ship, presented by the Census Bureau will be held on Wednesday May 23 at 2:00 pm Eastern Standard Time. 

	Please remember to go to export.gov to find some of the many resources that will be discussed in this series. 

	Throughout today’s webinar, Getting Paid, we hope to help you answer the following questions -- how do you offer term to your buyers? Who can help me as a small business exporter as I look to arrange financing? How do I mitigate foreign buyer risk? 

	Lastly, please be aware that our speakers have completed his or her presentation and that we will open up the webinar for Q&A at the end for you to get answers from the experts. 

	Without any further delay, I would like to introduce the speakers for today. We have Jim Newton, Regional Export Finance Manager at US Small Business Administration Office of International Trade, Sharyn Koenig, Managing Director Eastern and Western Region Export Import Bank of the US, and Dusan Marinkovic, Senior International Trade Specialist US Commercial Service. 

	So ladies and gentlemen I’m going to turn the webinar over to Jim Newton to begin. 

Jim Newton:	Welcome everyone. This is Jim Newton with the US Small Business Administration’s Office of International Trade in Portland, Oregon. I’m one of 21 international trade finance specialists collocated with the US Commercial Service and EXIM Bank across the country.

	You’re listening to the second of four Go Global webinars being broadcast each Wednesday during World Trade Month by the US Department of Commerce, the US Census Bureau, SBA, and EXIM Bank. Today’s export topic Get Paid will cover offering terms to your buyers, arranging financing for small business exporters, and litigating foreign buyer risk. 

	To give you a first-hand account of this topic, I’m speaking to you from the Offices of Export Global Metals in Hillsboro, Oregon just down the street from one of Intel’s fabs. EG Metals for short has a $3 million EWCP revolving line of credit from Umpqua Bank that’s 90% guaranteed by (SBA). And a $2 million multi-buyer export credit insurance policy from EXIM Bank. Bahij Jada, CFO of EG Metals, has graciously agreed to share his experience about the evolution of his company’s export and hoe EG Metals has benefitted from the support of SBA, EXIM, and Umpqua Bank.

	Anthony Tomashek with Umpqua Bank’ commercial banking group was kind enough to join me at EG Metal’s offices. And on the line from Washington DC we have Sharyn Koenig with EXIM Bank’s small business group and Dusan Marinkovic with the US Commercial Service Office. Operating the webinar today is Wendy Peebles of the US Census Bureau.  

	Bahij, please give our audience some background on the nature of export Global Metals operations and how long the company has been exporting and your primary international markets. 

Bahij Jada:	Hi everyone. I’m Bahij Jada. I’m the CFO for EG Metals. We’re a 15-year exporter. We started in 2003 exporting mostly electronics reusables to, you know, Eastern European markets. And as we grew and China’s growth picked up, we switched also to metals export. There was a big demand for recyclable metals in China -- copper and aluminum and the like and steel. So we targeted that market heavily and there was a huge demand for that.         

	Recently with the slowdown of the Chinese market and the restrictions on what you can import and recyclables, we are more focused on the India market now which is the next big growth market economy. And with that, there was challenges throughout these changes about, you know, financing and of course payments and terms and things like this. Each market is different. 

	So the other two countries that we deal with are Korea and Japan. Because we did some electronics recycling, we had to export to those countries for refining and precious metal recovery basically in those markets. 

	So those are the main markets that we targeted throughout our 15 years of business. 

Jim Newton:	When EG Metals started exporting, were you concerned about getting paid and did that make you think twice about entering international markets? 

Bahij Jada:	Well, you’re always concerned about getting paid. 

Jim Newton:	Yes, that’s true.

Bahij Jada:	Especially when you’re exporting to a different country and it’s hard to, you know, go after who doesn’t pay you. But we’ve always been exporting from day one. Our approach to this was basically to get as much as possible of an advance from the buyer before we even ship.

	So our terms were basically we were taking the risk at the time initially basically. We would require a 20 to 30% advance payment on the value of the shipment. And when we basically provide them with shipping documents and photos of what we shipped and all that stuff and it’s loaded onboard of the ship, provide a copy of the bill of lading, we asked for the balance to be paid before we even released the goods to the buyer. So we used to get paid up front basically before we even released the material.

	Now as our business grew, you know, we needed to start giving terms and especially when you’re dealing with larger corporations or bigger companies that they want terms, and that’s when the SBA you know, line of credit got - we, you know, started with the SBA.

Jim Newton:	Right. No, I just the working capital line that Umpqua provided and SBA guaranteed helped to provide you with the working capital to allow you to carry some of those receivables on not extended terms but even during the collection period on the presentation of documents and then payment at time of delivery you still got some carry built into your overall export sales. So the working capital was used them both for pre-shipment working capital to acquire materials and process and then carry if forward to collection. 

Bahij Jada:	Right. So, you know, in this industry we’re in you have to basically buy the supplier - I mean pay the supplier right up front before you even get to load the shipment. So financing of these deals was critical. And the SBA backed line of credit allows us to, you know, against our receivables order the inventory when we had inventory to keep buying and, you know, financing these deals. And that was a, you know, a big boost for us that allows us to expand and grow from a $2 million company to a $40 million company basically.

Jim Newton:	And as far as the processing operation that you have here in Portland and then down in Dallas as well, that you did need some operating capital for the processing of materials, sorting, shredding, and then packaging for shipments. So that line facility served a lot of different purposes along the way. And now that it’s primarily a trading operation, it is keying off of the post-shipment carry of inventory to the largest extent.  

Bahij Jada:	Right. 

Jim Newton:	Is there still some inventory requirement or not really the case? 

Bahij Jada:	As of now, we don’t have any inventory. We are basically a trading company. We sold off our recycling operation, processing operation. 

Jim Newton:	Right.

Bahij Jada:	So we don’t carry inventory per se.

Jim Newton:	Yes.

Bahij Jada:	We just buy it and sell it and we are financing our receivables basically…

Jim Newton:	Right.

Bahij Jada:	…at this point. I mean, the SBA line of credit is basically collateralized by our receivables…

Jim Newton:	Right.

Bahij Jada:	…foreign buyers. 

Jim Newton:	And it’s still done on an asset-based lending approach.

Bahij Jada:	Right.

Jim Newton:	So that Umpqua Bank is reviewing a monthly borrowing base certificate with now made up almost exclusively of the receivables, both insured from EXIM Bank and some that are not…	 

Bahij Jada:	Right. 

 Jim Newton:	…insured.

Bahij Jada:	So, you know, the SBA backed loan of credit that you brought up, you know, it has some, you know, restrictions or guidelines of what can be financed. And you have to have either a letter or you have to have like I said we initially we were doing advances 20% minimum advance before we even ship. Or some bigger corporation we have to get some credit reports and get approval from the SBA and Umpqua Bank before we can even give them terms.  

Jim Newton:	Right. 

Bahij Jada:	So those are the criteria basically for that to get the financing on those receivables. 

Jim Newton:	Right. Let me just interject for the audience that EG Metals has utilized payments in advance -- that is essentially cash in advance of 20 upwards of 30% in some cases. It’s more difficult in some markets. I think India has proven to be the case as far as not being able or not being willing actually to provide as much of an advanced payment. 

	But EG Metals is making use of both an advanced payment and then effectively open account terms, though as Bahij was explaining in the history of the company’s operations they have almost exclusively used documentary collections. But an informal documentary collection that did not involve the foreign buyer’s back. So it was a presentation of documents to the buyer and then the buyer’s payment of the balance of the invoice at time of delivery and presentation of documents. 

	So that is a little bit different approach than the more formal documentary collections -- either documents against payment or documents against acceptance. But if it’s within the larger spectrum of risk and essentially reward for any exporter going from cash in advance -- the safest bet of all -- to a letter of credit -- which is a really safe bet but a little bit more involved, a little more complicated, in some cases a little more costly. Then going to a documentary collection or a type of documentary collection and then ultimately to open account where you are assuming a lot more risk but there’s certainly ways to mitigate that. And we’ll be addressing that during the course of the webinar.

	But just wanted to give you a quick overview there of how EG Metals fits within that scheme of account, open account, or in this case documentary collection types of payment terms. 

	Anthony, let me pose a question to you if I might. And that is did Umpqua Bank have a living relationship with Export Global Metals prior to the current export facility? I know the bank provided a $2 million equipment loan for a shredder at about the same time as the SBA guaranteed working capital line. But did you have any loans out before that?    

Anthony Tomashek:	Yes. No, we did not. We did not. And just to introduce myself, Anthony Tomashek, Relationship Manager Umpqua Bank. But yes, no, the answer is we did not have any financing. 

	And it’s important to note that, you know it’s just standard industry practice throughout the banking industry or commercial banking to disallow export receivables from the collateral pool. And so typically most borrowing based or asset-based lenders will not lend against foreign receivables. 

	So in this case, the SBA Export Working Capital Facility with its 90% guarantee and advanced rates of 80% on export related inventory and 75% or yes, 80% on export related receivables and 75% on export related inventory was instrumental in allowing our credit administrator get comfortable and to get the bank as a whole comfortable. 

	The equipment loan came a little bit later and really Jim the equipment loan would have never happened if we could not have gotten comfortable with the export working capital facility that helped to kind of enable the business. 

	And it’s worth noting here that this was a pioneering moment and that this was the first facility of its kind. It was actually recently Sterling Bank at the time but at Sterling Umpqua this was the first facility of its kind. And it was actually one of the first in the state of Oregon. 

	And so it took a lot of education on the part of the bank to get comfortable and familiar with the program. And it took a lot of work, you know, from the side of the SBA and all of the parties involved but it’s been a successful relationship and it’s been a great opportunity to help out one of our exporters here in the local community.       

Jim Newton:	My note for the audience again, that SBA is quite willing to put up our guarantee to support small business exporters using the full faith in credit of the US government. But we can’t make the loan happen without the lender. So without Umpqua Bank in this case, we could not have helped Export Global Metals. And we couldn’t have helped any other company, any other small business exporter out there without the lender’s involvement. 

	So just want to highlight that fact that this is a very collaborative effort between a public-private joint lending effort and something we certainly want to encourage all the lenders to participate in, and especially in the export programs at SBA. 

	Let me Bahij, let me go back. As far as your experience with the original line of credit and the annual renewals, did they go smoothly with both the bank and SBA during the underwriting and approval process? Obviously as Anthony was pointing out, there had to be some deliberation within the bank and so obviously on SBA’s part as well because we’re involved in the underwriting process for the export working capital program so we’re working alongside of the bank -- not trying to second guess, really trying to share information and opinions and make it a successful effort. 

	But if I might ask, what recommendations do you have for our audience on how to arrange export financing and structure their sales terms to protect against losses?    

Bahij Jada:	So our experience actually has been with the bank and with the SBA. Initially when we approached them for export line of credit is, you know, they have to get comfortable with what you’re doing. You need to educate them about your business. They need to know how you’re doing things differently. Every company have their own ways of doing business and explaining to that so they, you know, understand what you’re doing and why you need the financing. 

	Of course like with any bank or government agency, initially the first line of credit, you know, there’s a lot of paperwork, a lot of questions, a lot of back and forth. So you need to be patient. We had to be patient. But you know, since then every year renewal becomes smoother, you know? Things - they’re used to what you’re doing. They have more of the information. So it’s less demanding.

	Now, when we recently you know like I said the Indian market is completely different than the previous markets we were exporting to as far as trying to get advanced payment. So we needed to get credit insurance. And when we approached - actually it was under the suggestion of Jim to approach EXIM Bank for financing, get a credit policy through them because in the private market it was very difficult to get the buyers that we were dealing with to get approved -- especially in India, you know? You need to get the credit support. And none of those buyers had any of those history of financing to get credit reports.  

Jim Newton:	Is it safe to say that EXIM Bank was somewhat more aggressive in providing cover for your foreign buyers in India than some of the private carriers given that EXIM Bank is an economic development agency just like SBA…

Bahij Jada:	Right.

Jim Newton:	…just like US Commercial Service? And we’re all out there trying to make this happen. We’ve still got to do our due diligence and everything’s got to be reasonable prospect of repayment or of collection. But would you agree that they generally did take a more aggressive stance on their underwriting? 

Bahij Jada:	Yes, of course. I mean, and that’s why we are working with EXIM Bank now as opposed to the private insurance company that we used to work with because we were not able to get approvals from them for many of our new buyers.

Jim Newton:	Right.

Bahij Jada:	Especially the new buyers. While EXIM Bank was more aggressive in trying to help us, you know, get that policy in place and cover those buyers. And you know, of course they have their own guidelines of what can how much and what countries and all that stuff and what kind of terms you can extend to. But if you work with them, it is definitely an easier way to export and finance your receivables.     

Jim Newton:	Excellent. Well thank you very much for your comments. Let me go ahead. I’m going to provide some background information about SBA’s international programs.

	So to recap, we’ve been talking about the Export Working Capital Program at SBA -- what we call the EWCP. Basically, SBA has issued a 90% guarantee to Umpqua Bank to give them the added assurance that if EG Metals is unable to repay the loan from its export sales, then SBA will step in to make them whole. It’s all about encouraging lenders to make working capital available to small business exporters. 

	EG Metal’s loan was originally structured as an asset-based export revolving line of credit with advances made monthly against a borrowing base of export inventory and foreign accounts receivable. Some, but not all of the foreign (AR) is insured by the EXIM Bank as Bahij was just explaining. And, as I mentioned, EG Metal’s EWCP loan is for $3 million but the EWCP guarantee can support loans of up to $5 million. 

	SBA’s Office of International Trade also provides a transaction-based version of the EXCP with advances made against the face value of export orders, contracts, forward letters of credit, which is an invaluable option for a small business with a larger than usual export sales opportunity -- especially when they don’t have sufficient working capital assets as collateral for an asset-based loan. So something to keep in mind.    

	If you would, go ahead to the next slide. 

	Two other export financing programs made available by SBA are Export Express and the International Trade Loans. Export Express supports loans or lines of credit up to $500,000 and can be used for export market development, investments in plant and equipment, or transaction financing. It is a very flexible program. And this program has a streamlined delivery that can be processed by SBA lenders without SBA’s involvement -- unlike the Export Working Capital Program where we get directly involved in the underwriting process. 

	But this is intended to allow the banks to go through their decisioning process following our guidelines and commit to facility and fund it and go on down the road. They need to obviously give us notice it’s out there but they can put it together from start to finish. It’s basically SBA Express for exporters or -- and please make note -- small businesses that want to enter international markets. 

	So this is for companies that haven’t gone into the export market just yet but they have a real interest and a plan to make is happen. And it could also be just incidental so to speak when they begin to get requests from overseas buyers who would like to have their product or service. And we can help make this line or a loan available for that purpose. Next slide, if you would. 

	The International Trade Loan -- referred to as an ITL -- supports terms loans of up to $5 for the purchase of plant and equipment to enhance a small business’ export competitiveness. The loan proceeds can also be used for permanent working capital to finance increasing levels of export sales. ITLs are designed for existing small business exporters and again companies that are ready to go overseas with well-developed export plans. 

	ITLs can also be used by US companies that have been adversely impacted by foreign competition. It’s actually how the program began but has become more of a support for companies to go into the exporting markets. Next slide, please. 

	All of SBA’s international programs are available for both direct and indirect export sales. That’s to say a small business which is part of a supply chain for another US exporter or which is selling through an export training company in the US can benefit from a 90% SBA guarantee as an indirect exporter. This arrangement needs to be documented with a statement from the US buyer who is on exporting. That basically can be a statement on their letterhead. It’s not a full-blown set of documentation but it does need to be established that the product or service is going on to export. 

	Next slide is -- and here we are already -- an application of the SBA International Program that’s not readily apparent is International Tourism. A company developing a hotel or providing tourism related services or products in the US could use an Export Express or International Trade Loan to finance a project or to secure a working capital line.

	The borrower must make a concerted effort to attract foreign customers and include evidence in their export plan to document that fact. In this scenario, the foreign buyers are traveling to the US to purchase goods and services and then taking their full-filled experience or mouse ears home with them. But it is an export. And we do collect foreign currency in the process. Next slide. 

	There’s another important feature you should know about -- SBA’s export loan guarantees. They can be used to issue standby letters of credit as (unintelligible) bonds, performance bonds, or advanced payment guarantees. On top of that, the issuance of SBLCs only requires 25% collateral -- usually in the form of cash. Doesn’t have to be hut usually starts out that way. It can convert over to an inventory and receivable base at the respective advance rates. 

	That way, a small business exporter can use 75% of an advanced payment from its foreign as working capital -- which as you know is always the least cost form of financing. Next slide, please. 

	I should also point out that SBA does not have a US content requirement. All products or services supported by SBA export guarantees must be shipped or delivered -- essentially using US personnel if you’re delivering a service -- from the US. Must be shipped or delivered from the US. But they don’t have to be made in the US. A company importing and then consolidating goods for shipment from the US is eligible for guaranteed support under the SBA international programs. Next slide, please. 

	Nor does SBA have a restriction on the sale of goods and services to foreign military buyers. In fact, SBA supports sales under the Foreign Military Sales Program administered by the Department of the Defense. However -- and this is a critical point -- all military or military related products and services must be properly licensed under ITAR. 

	And I’ll defer to the folks at Commerce and the Bureau of Industry as far as addressing ITAR. Actually pardon me. That’s the Department of State. But nonetheless they do have to be properly licensed. 

	Now let’s turn our attention from export financing to export credit insurance. Sharyn, by all indications EXIM Banks export credit insurance is an invaluable resource for firms like Export Global Metals to enter new markets overseas. What types of insurance policies are offered by EXIM Bank? 

Sharyn Koenig:	Thank you, Jim. I appreciate your question. I’d like to just give the listeners a brief overview if Wendy could advance to the next slide, please, just really briefly to show who we are and what we do. And as you heard earlier, we are a US government agency, full faith and credit of the United States, headquartered of course in Washington but with regional assistance centers around the country so that we’re always accessible to wherever you happen to be listening from. 

	On the next slide you’re going to see the support that we offer. This is a very big picture. We offer of course the credit insurance that Jim is going to ask me to talk about in just a moment. We also have a working capital solution that is just like what SBA described, so there’s no need to reiterate that. 

	We also offer term financing support to lenders who may need to support a small business export of let’s say a piece of capital equipment. And that’s our term financing program. 

	But what I’d like to focus on right now is the part that’s highlighted in red and that’s the risk protection and that’s going to answer Jim’s question directly. 

	So on the next slide, you’re going to see a chart which is really what it says, a spectrum of risk. For those of you exporters that are experienced exporters as well as those of you who are just starting out, obviously your buyer overseas is going to want credit terms. And you are going to want cash in advance. And never the twain shall meet.  

	That can be a deal breaker unless you are knowledgeable about extending credit terms such as Bahij is and learned about when he’s going into the international markets. 

	So when you sell on open account terms, in order to get the sale to your buyer you are going to have some risk. Fortunately EXIM Bank is here to take the risk away from you. 

	On the next slide, you’re going to see the benefits of credit insurance. First of all, it’s risk protection. It’s going to protect you against nonpayment by your foreign buyers due to both commercial and political reasons. Commercial reasons are those such as insolvency, bankruptcy, and default -- due date comes, due date goes, and there’s no payment. 

	So political risks are those that are war, revolution, insurrection, civil commotion, and something that we call transfer risk. Even though the advent of the Euro and many companies though are still invoicing in US dollars, that means that their buyer needs to make a local currency deposit with the central bank of their country and that central bank needs to convert that currency to US dollars to pay you. 

	If the buyer makes their local currency deposit but the central bank is unable to convert that to US dollars to pay you, that is also a political risk that EXIM Bank covers. 

	So in addition to risk protection, many companies are also using this as a sales tool. As I said earlier, your buyer is expecting open account terms. At some point in your relationship, this is going to be definite -- especially if you are selling to a distributer who needs time to sell your product before they can pay you. Credit terms is the proverbial carrot on the stick which could help you swing that sale your way from day one. 

	Finally, the other advantage to using credit insurance as you’ve heard Jim and Bahij and Anthony talk about is that foreign receivables are generally excluded by your bank as collateral. They’re overseas. They can’t collect on them. They don’t know the buyers. But once you’ve got them credit insured -- especially with EXIM Bank full faith and credit of the US government -- your bank should be more willing to add those right into your borrowing base. 

	Not only this, but when you are our customer and you have a loss and after we pay a claim, we’re also going to be your collection agency. We’re going to get out there and collect that debt for you.

	So what I have on the next slide is basically a summary of a very broad summary of the coverage parameters under our short-term insurance product. And my definition of short-term is for consumer durables, products that you’re selling on credit terms up to 180 days. We can go 360 days for capital equipment or bulk unprocessed agricultural commodities. The coverage is going to be either 95, 98, or 100% coverage depending on which policy you choose and/or qualify for, the products that you’re exporting, and also the buyer classification.

	We also not only have exporter policies such as the multi-buyer policy -- which I’ll get to in a moment -- or single buyer policy, but we also offer policies directly to your lender. So lenders have ways to mitigate risks on loans that they make to buyer to purchase your product on a short-term basis. 

	So on the next slide, you’ll see some of the examples of some of the short-term insurance products that we offer. Express Insurance is one of our newest products. It is specifically for SBA defined small businesses. It is one of our most widely used products. It provides 95% coverage for both commercial and political risks, no deductible, pay as you go only on what you ship when you ship, no minimum premium. EXIM bank provides all of the credit information - well, we obtain all of the credit information on your buyers and you just get the approval and ship and then pay the premium and it’s a very simple product to use. 

	It’s only for up to ten buyers because we wanted to encourage some new exporters and some of the smaller exporters to get out there and increase their markets that they’re selling to. Once you have more than ten buyers on credit terms, we think that you’re on your way to be experienced and we’d like to graduate you to one of our other multi-buyer products. 

	In addition to the multi-buyer products where of course as its name implies covers multiple buyers under one program, we also can offer a single buyer policy which is 90% coverage no deductible and it’s also pay as you go only on what you ship when you ship. 

	So that is basically it in a nutshell for EXIM Bank. 

	On the next slide, you’ll see how to get in touch with me. I know we’re going to have questions at the end Wendy, which I’m welcome to addressing. And we’ll turn it back over to Wendy.             
 
Jim Newton:	Actually I’m going to - let me step in here…

Sharyn Koenig:	Or to Jim.

Jim Newton:	Thank you. No, I appreciate it Sharyn. To wrap up our discussion on payment terms, let’s hear from the US Commercial Service. Dusan, how do the international trade specialists at US Commercial Service offices in both the US and abroad increase the chance that small businesses or small business exporters will get paid for their export sales? 

Dusan Marinkovic:	Well thank you, Jim. Like you said, our organization does have offices with trade counselors in, you know, throughout the United States, around the world. And we do work very closely with various partners but especially with our SBA and EXIM colleagues on well practically a daily basis. 

	As we engage with US companies that are looking to sell overseas markets and whether we are helping them develop their export strategy or find a sales rep or a distributer receives or perhaps advise on the right international or domestic trade show, we always make sure to touch on the subject of trade finance. So we could start with the next slide. Thank you. 

	So I’ll start with this slide just to, you know, those of you that may have joined the first session called Getting Started in this series last week may recall that my colleague (George Tracy) briefly described our client engagement methodology, which we refer to as the international expansion blueprint. This is a very small piece of the IEB -- a quick snapshot to sort of show you that when engaging with companies, it is standard practice for a trade specialist to discuss trade finance and specifically SBA and EXIM programs such as export work and capital loans and export credit and insurance that you guys talked about. 

	I won’t go into details of how the IEB works but if you’re interested in obtaining one, all you have to do is connect with your local international trade specialist who would be happy to discuss in detail your international expansion plans and offer an IEB free of charge as with the exception of some of our fee-based services that I’ll mention in a little bit. Most of what we do is paid for by taxpayer dollars. Next slid please. 

	Also in that first session you likely covered some expert readiness questions as well as some common mistakes. And in addition to the few questions related to finance that you see on this screen, if you look at the third mistake that I listed there, many companies take insufficient care in selecting overseas partners, such as sales agents, distributers, or even customers. And we see this quite a bit. 

	So I’d like to tell you a little bit how we can help you conduct some critical due diligence as well as assess the level of risk when engaging in international transactions. Next slide. 

	So when selling overseas we need to be cognizant that foreign laws are different and that culture business practices and the political and economic conditions may vary. So while we want to sell our products and services to new markets, we also want to minimize the level of risk. And the word risk is highlighted here as it is one of the key terms when assessing the potential of international sales. Next slide, please.

	All right. When evaluating an overseas opportunity, these are some of the questions we want to ask ourselves, such as who is your buyer and how you plan to communicate and how they propose to pay, for example. Next slide. 

	In addition to financing risk, there are many other risks and things that can go wrong such as commercial, political, country risk, et cetera. Each of this would warrant more extensive discussion. For example, we would, you know, we could spend a couple of hours discussing just the foreign exchange risks and some of the tools that exist to help you hedge and eliminate currency risk and in turn help you be more competitive by pricing your product in the customer’s local currency. 

	But it’s these and other topics that you can discuss in more depth when you connect with your local trade counselor. Next slide, please. 

	So Sharyn touched on this already. So, you know, going into depth on the various methods of payment can be, you know, a half-day seminar in itself so I will not go into that other than to show this figure to indicate how depending on the chosen method the level of risk will simultaneously either increase or decrease for the seller and buyer in relative terms. 

	Sharyn from EXIM Bank already mentioned the most common payment methods associated with exporting and most other payment methods are derived from these fundamental building blocks. 

	We already mentioned a wide variety of potential risks and each of these payment methods has certain risks and costs associated with them - which are often the responsibility of the exporter. If you analyze and evaluate these costs in advance of the shipment, it would also help you negotiate so that you can price your product accordingly and satisfy both your own and your buyer’s requirements. 

	So at a minimum whatever the payment terms that you decide upon and if you’re using SBA or EXIM services, you should take the following factors, the ones that listed on the right, into account -- which I listed there as, you know, country risk of buyer, their bank reputation, buyer’s credit worthiness, and what your competition is doing as well as the volume and value of shipment which for example could have an impact on your cash flow should a shipment be delayed. Next slide, please. 

	So when assessing your company’s risk policy, whichever risk element we’re talking about one of the most important common denominators comes down to knowing your partner or customer. And this is where we can help you deploy a few strategies as well as offer some of our core services that can assist you and help mitigate these risks. Next slide. 

	So here just to clarify whenever I use the term partner, it’s often in the general sense and could mean a sales rep, a distributor, joint venture partner, you know, and so forth. Background checks are one of the most important steps to being successful in exporting. The key to success is knowing who you are doing business with. This is critical to help you avoid fraud and also because there really are no practical recourse options should a partner prove to be either incompetent or maybe incompatible or maybe even disreputable. 

	So we strongly recommend that you conduct due diligence before selecting a partner. Most due diligence efforts require some time and a little money, but almost always pay off in significant reduction of risk and much greater profitability. So this slide outlines a few strategies for conducting the necessary due diligence and as you can see most of it takes the form of conducting background checks of one degree or another. 

	We recommend that you make it a strategy to ask for information. A lot of the information can be obtained and requested from potential buyer or partner such as the distributer. A lot of exporters get shy here and feel that they may offend the other party. But for many it’s simply smart business. 

	You can request full contact information, including a street address not a post office box. I’ll also request a list of the names and addresses of all principals, business banking references, and business references from other US companies. If you connect with your local trade specialist, they will have a, you know, sample document that they can share with you and show you what type of (information) you can ask for. 

	All of this information is essential for gathering additional information from independent sources. Asking for information is a good strategy because if a potential partner fails to fully supply all requested information, then you should be suspect of their legitimacy and reputation. 

	Once the information is received, you can then contact all of these business references and enquire about their experiences with a potential partner. And this is actually critically important. Not only that, but you should check with both the financial office as well as the sales office of each of the references. 

	As part of that in the next step you’ll also want to verify that the person you are communicating with is in fact employed by the company he/she supposedly represents. This strategy should be combined with the strategy of conducting a credit check. Most international banks will charge a fee to conduct a credit reference check but to get it done you will need a banking reference. Some credit risk insurance agencies will also provide these checks for a similar fee. You might not even need a bank reference if going through an insurance company but you will need full contact information. And credit checks are fairly simple and quick to obtain.               

	Another strategy is to purchase a company profile from a company that does background checks. These reports will cost a few hundred dollars but these companies can generally do a very thorough review of available records and credit checks. They will check registrations, certifications, tax filings, licensing, credit history as information is available. 

	Some will check court filings for pending court cases or judgments. And sometimes they provide on the ground inspections, but this is infrequently available. They may check business references as well and you should always request a fresh report which will provide the most current information. Typically these reports take two to four weeks to complete. Next slide, please. 

	Lastly, our organization -- the US Commercial Service -- provides the most thorough and complete background checking service available. In addition to a thorough review of all available records, registrations, filings, credit references, et cetera mentioned earlier, we also conduct on-site reviews of company facilities and interview key principals and decision makers. 

	Another nice feature of this service is that our overseas colleagues that work on this in-country submit the report along with an assessment of the potential partner’s suitability. The cost of the service is $700 for small companies and can take 10 to 30 days to complete, depending on the market. Next slide, please. 

	I won’t go into details on all of our services, as there will be a link at the end showing you where you can go on export.gov and see what all we can do for you. But as you can see on this slide, the international company profile is part of our core business development services and that is precisely because of the importance we stressed earlier, which is knowing your partner. Next slide. 

	Another such service when it comes to helping you with your international business development is the gold tee service, which is how we help our exporters find new partners such as distributers and sales reps overseas. And I’ve provided a dedicated slide here because again as you can see the importance we stress on the vetting aspect, which is to prequalify and prescreen these companies -- which again serves to help minimize the level of risk exposure, especially before you enter into a deeper business relationship. Next slide. 

	These few bullets summarize some of the things that we can do for you, including some of the due diligence aspects we discussed today and help and identify the most qualified buyers and partners. Next slide. 

	And here’s another few bullets to quickly recap what we discussed. Basically remember to negotiate favorable terms, consider some of the risk factors, remember that there are tools that can help you mitigate the various types of risks, and make use of your local and federal government resources. Next slide. 

	And lastly, this last slide provides a few links where you can find information on export.gov such as the trade finance and country commercial guide, information on our services, some useful videos on getting paid, as well as a link on how you can locate your local international trade specialist by visiting export.gov/usoffices.

	And that concludes my quick overview. Thank you for listening. Thanks, Jim.   

Jim Newton:	Certainly. Thank you, Dusan. 

Wendy Peebles:	Great. Thank you very much to all our previous speakers -- Jim Newton, US Small Business Administration on the Export Working Capital Program, Sharyn Koenig, EXIM Bank of the US, reduce risk and increase sales with export credit, and Dusan Marinkovic, US Commercial Service, strategies for going global and getting paid, as well as our guest speakers from EG Metals and the bank. 

	Before we open the webinar up for Q&A I would like to remind everyone that our next webinar will be on Wednesday May the 23rd and the topic will be Prepare to Ship. Keep in mind all previously recorded webinars are stored at URL listed on the website and at the same place that you logged in. 

	So at this point we will open the webinar up for questions to our expert panelists who have provided us with very valuable information for enhancing our business operations. And I’m sure we have several takeaways from today’s webinar. 

	To allow everyone to have an opportunity to ask questions, we would like to ask attendees to ask one question with one follow-up question. Thanks in advance. Operator, can you please provide the instructions for attendees to ask questions? 

Coordinator:	Thank you. If you would like to ask a question, please press star 1. Please unmute your phone and record your name when prompted. It is required to introduce your question. Once again, it’s star 1 if you have a question. One moment. We have a question from (Tom McKeon). Your line is open.

(Tom McKeon):	Yes. You hit me too quick. I was trying to get it organized. Can you come back to me? 

Coordinator:	Yes. You’ll need to press star 1 again when you’re ready, sir. 

(Tom McKeon):	Thank you. 

Coordinator:	We have a question from (Miguel Cardoza). Your line is open. 

(Miguel Cardoza):	Yes, my question is regarding credit insurance. Does EXIM offer any vehicles for military exports? 

Sharyn Koenig:	Thank you for that question. Unfortunately, EXIM bank cannot support any sales to military entities whether they’re direct or indirect. So if you have knowledge that you’re selling, perhaps to a distributer, but if you have knowledge that that distributer will be on selling to a military entity, that is something that we will not be able to support. 

Coordinator:	I have a question from (Clayton Incorporated). Your line is open. 

(Clayton Incorporated):	Good evening everyone. This question is more directed toward EXIM Bank. Do you guys have any insurances for vehicle exporting to different countries?

Sharyn Koenig:	We can certainly take a look at the export of cars, trucks, other vehicles. And as long as they meet our US content requirements, certainly. 

(Clayton Incorporated):	And if you could kind of briefly detail me a little bit on some of your requirements. Because I believe each country has their own requirements so you would have your own standards. If you could brief me on that. 

Sharyn Koenig:	Well we have our eligibility requirements for the exporter and also for the credit worthiness of the foreign buyer overseas. So of course the products have to be of US origin. There’s a certain percentage for short-term sales. As I mentioned for credit terms up to 180-days the product each individual product has to be at least 51% or 50 plus percent technically US content. That’s on a cost basis, so it would include labor but exclude markup.

	Exporter must not be a startup, must be in business for at least a year, have financial statements and be able to provide a Dun and Bradstreet number. And of course on the buyer side, we need to make sure of course as has been talked about on the webinar that the buyer is going to be able to service the debt that they’re looking to take on. And Jim coined the phrase that we use and that is a reasonable assurance of repayment. 

(Clayton Incorporated):	Okay. I have one more question. And I’m not the brightest lamp in the house. But you guys technically back the lender, correct? So you would be my insurance to kind of hopefully get lending through the SBA…

((Crosstalk))

Sharyn Koenig:	Let me just kind of tie it all together, if I can and to simplify it, if I may. So you heard Jim and Anthony and Bahij talk about the working capital or how the export working capital program. That is a guarantee to the lender. So they provide the financing. The credit insurance is often used together with that because the credit insurance protects the exporter against non-payment by the foreign buyer. 

	So if you have a loan from your bank and you’re selling overseas and your foreign buyer does not pay you, you still have to pay back the bank. They’re not going to forgive the debt because your buyer defaulted. So oftentimes the credit insurance is used in conjunction with the SBA guarantee. The guarantee protects the lender, not you. The credit insurance protects you, the exporter. I hope that clarifies it for you.

Coordinator:	Next question is from (Suresh Kamlani). Your line is open.

(Suresh Kamlani):	How do we price the merchandise of lend sharing? 

Jim Newton:	That’s a tough one. I’m going to call in US Commercial Service on that one in the sense that they do assist in market development and presenting your product and pricing your product into foreign markets. Dusan, do you want to field that one?

Dusan Marinkovic:	Sure, Jim. Yes, (Suresh) actually interestingly the next webinar next week will touch on some of the export pricing topics as part of getting ready to ship. So I would encourage you to join that one. We’ll have a couple of our colleagues who will be speaking for the Commercial Service. 

	But yes, essentially one of the big factors for export pricing is kind of looking at what your landed cost is going to be and you know, when your shipment basically leaves the United States or leaves your factory and by the time it gets to your end consumer, there are a lot of costs that are going to pile up in the meantime. And kind of looking at escalation in export cost is sort of the key to figure out, you know, what that end cost is going to be to the buyer. 

	And we can certainly help you with that. We do that, you know, all the time. But also, you know, freight forwarders and customs brokers can help because on the other side they can look at sort of some of the import duties and taxes that are levied when the product starts going through the country. So knowing that landed cost can help you certainly when pricing the product. 

	Obviously looking at the, you know, competition and other things, which is what we do on a daily basis, we do these what we call initial market checks for companies all the time to try to kind of assess if the product is competitive -- not just on, you know, what it is and what it offers, but also in terms of price and what the competition is doing in the market. 

(Suresh Kamlani):	Especially on the food items? 

Dusan Marinkovic:	On the food items, too but you know there’s also an organization called Food Export if that’s the industry that you’re in. And they can also help you in that regard. We can certainly put you in touch with them as well because that’s specifically an area, an industry that they focus on. So another resource. 

((Crosstalk))

Jim Newton:	Yes, let me add to that. As far as additional resources, I don’t know if you’re familiar with the US Department of Agriculture Regional Offices for Export Promotion. Out here it happens to be called (WUSAD) which is Western US.

Dusan Marinkovic:	Yes. 

Jim Newton:	But it is also a very good source of information on pricing of food commodities and even I assume packaged food goods -- though there’s a little bit of a distinction there. It tends to move back into the US Commercial Service arena when it’s a finished product food that’s been packaged. 

	But either the US Department of Agriculture or US Commercial Service Offices ca be of assistance. And one other I should throw in there is the Small Business Development Centers, the SBDCs, around the country on many campuses here in the US -- the universities and colleges -- are available to small business exporters to help develop a plan, an export plan that would almost certainly include pricing of your product. And they can literally sit down with you to work through that process and help you develop some options on pricing your product. 

Coordinator:	Next question is from Dr. (Malcolm Beach). Your line is open.

(Malcolm Beach):	Hello. I’m calling about services and whether or not the financing products are available for consulting services or housing, building construction housing in Africa? 

Jim Newton:	I’m going to go ahead and field that one because it is an area that we definitely support -- both the financing of product and services going overseas. And consulting services would certainly be part of that. I mean, it could be consulting services, legal services, architectural services, construction services -- any different number of types of services. 

	It does need to be delivered by US personnel. You can even have them in country providing that type of assistance but certainly it would apply to construction projects taking place in Africa. In fact, we need to compete more aggressively with the Chinese in that arena. So I would encourage you to pursue it. 

(Malcolm Beach):	Okay. Let me - what about the government, the African government being the guarantor. Does that make sense? 

Jim Newton:	Well, it could be. I have arranged financing that was actually back at EXIM where it happened to be the country of Kenya was involved in supporting it was -- and the African development bank as well. But it was in supporting geothermal development as opposed to housing. But yes, that’s a possibility. It’s not easily arranged. Your buyer is certainly going to have to make the necessary connections in country. But yes, we would welcome actually that kind of added support. 

Coordinator:	Thank you. As a reminder, if you’d like to ask a question please press star 1, unmute your phone and record your name when prompted. We have a question from (Vernon Miller). Your line is open.

(Vernon Miller):	Yes. I think Jim answered that last question for me about the international construction business and the agricultural with the food industry. And also, I was just double-checking guys that with this webinar today will I have access to all that was discussed as far as contact information and direct contact emails for future discussion? 

Jim Newton:	Wendy, would you go ahead and field that one?

Wendy Peebles:	Yes, certainly. Yes, I do have the contact information slide listed up on the screen. But yes, we will be posting the presentation, the transcript to the Census website and you will have access to it. 

(Vernon Miller):	All right. Thank you so much guys. A great webinar.

Wendy Peebles:	You’re welcome. Thank you. 

Jim Newton:	Appreciate it. 

Coordinator:	We have a question from (Fred Rodriguez). Your line is open.

(Fred Rodriguez):	Yes, I have a question. Specifically in the agricultural commodities sector, pricing is incredibly volatile. So quotations to international customers usually are can only be held for 24 hours or 48 hours. And as such, I wanted to better understand if there were worksheets on EXIM or at the US Commercial Service site where an exporter could essentially identify what kind of pricing would be needed for a, you know, credit insurance for a specific country, for a specific value, and for a specific commodity. 

	And secondly, what the anticipated turnaround time normally is on applications for credit insurance. 

((Crosstalk))

Sharyn Koenig:	Thank you for that question. This is Sharyn Koenig. So for the singly buyer insurance policies from EXIM Bank, the pricing is posted on our website. If you go to EXIM.gov and across the top bar you’ll see different categories. And if you click on tools for exporters and if you click on that another menu comes up and if you click on Exposure Fees -- which will be the last item on the left-hand side of that menu -- you will get to a place where the third item down on the left side of that screen you click on that and it will take you directly to that chart. 

	So you’re able to plug in the country and as soon as you select the country and plug it in, the rates will populate for that particular country. It will depend on whether you’ve got a letter of credit -- which means that a bank is the obligor -- or if it’s a non-financial institution -- which means a private sector on open account. 

	And then on the top axis going across you’ll see the tenure of the credit or the credit terms. And so you find the credit terms. So if you want a non-financial institution -- meaning a private sector buyer -- and your terms are going to be up to 60 days, where those two axes meet will give you the price for our insurance for that particular country, for that particular tenure. So you’re able to build that right into your pricing. 

	A credit application could take anywhere from three days to a couple of weeks. For single buyer it depends on the dollar amount, the length of the analysis that the underwriter has to do. And you don’t need a firm order to come in to apply and there’s no fee to apply.

(Fred Rodriguez):	Understood, thank you. 

Coordinator:	We have a question from (Stanley Cardozi). Your line is open. 

(Stanley Cardozi):	Yes. Thank you so much for this webinar. I really appreciate it for all the information that you have given. I have a question. It’s like the US Commercial Services as well as the various financing aspects of export trade. This is regarding the risk evaluation of the customer as you mentioned it very clearly. What is the risk assessment of an exporter to build up his reputation and having that criteria what is EXIM Bank or the US Commercial Services are looking at an exporter to have? What are registrations, the credit history, or the number of years in business or what is the turnover or profit ratio? I mean, if you can give me some brief idea on that as a minimum requirement. 

Sharyn Koenig:	So maybe I’ll begin if that’s okay. This is…

Jim Newton:	Yes. 

Sharyn Koenig:	…Sharon Koenig with EXIM Bank. For us, the exporter we’d like to see the exporter ideally in business for at least a year -- not necessarily exporting. The longer in business, the better. We do require the exporter as I said earlier to have a credit report available. We will pull a D&B report on the exporter. One of the first questions I ask to an exporter is do you have a Duns number. So you should be registered with D&B so we can pull a credit report on your company. 

	We’re also going to ask for your financial statements or tax returns or at the very least depending on which insurance policy you are applying for. If it is an insurance policy you’re applying for, some financial highlights. We need to ensure that the exporter is going to be an ongoing entity, that the exporter will be able to perform and will have a very good chance of being sustainable over the next year or so. So those are the basic requirements, notwithstanding the product requirements as I said before -- having experience in exporting possibly and of course what the product is, where it’s made, and where it’s going are the other considerations. 

(Stanley Cardozi):	Okay, thank you. I just want to follow up. Are we still going to be required to submit the IRS declarations or is it just the financial statement? And what about a new exporter who is just intending to start and then develop the export, you know, from the scratch?

Sharyn Koenig:	Well again, EXIM Bank -- I speak for EXIM Bank. We’re not able to work with companies that are in business less than a year. And technically they have to be in business probably longer than that because if we’re looking for a fiscal year’s worth of financial data, it’ll take a little while to compile that. So that’s really what we’re looking for. 

	But, you know, the regional offices of EXIM Bank are happy to work with you on a one-on-one basis to answer more specific questions about your specific situation. 

Jim Newton:	Let me add from SBA’s perspective that we are solely focused on small business and we will take a little more liberal approach to business history or time and operation. We have an objective or criteria for one year of operating history. Doesn’t necessarily have to be profitable, but one year of operating history positive tangible net worth when you’re going in the loan arrangement. 

	But we will allow for less than a year’s operations if management has experience and expertise in the area that it’s pursuing -- the type of business -- and in exporting. So if there’s prior experience with another company, another operation you’ve been involved in that can be evidenced through whatever documentation -- just resume, et cetera -- we will rely on that to determine if we can make you extend a guarantee on your behalf to a lender to arrange that financing. And allow for the fact that the lender’s going to have their own criteria, too. And they tend to favor one to three years of operations even with the support of our guarantee. But we will work together to try and make it happen if you can provide strong evidence as far as expertise and prior experience. 

Sharyn Koenig:	Can I just add one more thing to that because I think - I don’t want to take much time but I think this is a very important point. Jim brings up a very good point, that -- and perhaps Anthony would like to opine as well -- many of the lenders do require a three-year history, you know, in accordance with their due diligence procedures. 

	If there is a company that perhaps cannot qualify for a loan at this time, one of the things that they might be able to do is if they can qualify for the insurance policy and if they can wait until the receivable is generated -- perhaps getting a sizeable down payment with the order to get some cash in the door. And then perhaps when the receivable is generated, they may be able to work with a lender or a non-bank lender to finance that receivable, which is credit insured by EXIM Bank. 

	So until a company is able to borrow, that might be a feasible option. 

Anthony Tomashek:	Yes, I would just add that, you know, from the financing -- this is Anthony from Umpqua Bank -- that from the financing perspective, it’s more than just time and business, although typically we’ll look just, you know at the two to three years in business. But we wat to see two to three years of profitable operations, you know, and sales typically at a certain level and benchmark. 

	So yes, if you can just, you know open up a business license and then, you know, sit for two years. 

Jim Newton:	Yes. One of the key considerations for all of us -- whether it’s SBA, EXIM, or Umpqua Bank or any other bank -- is the fact that we have to understand the economics of the business. And if there’s no prior operations and there’s no evidence of earnings and profitability or really just how this product is going to be delivered and sold and collected in country, it’s difficult for us to make a determination. 

	So allow for that. But we will work with you as best we can in terms of supporting you with a guarantee if we can establish one, your operating history, your personal operating history and experience, and if we can establish what the economics of this business are going to be.

Coordinator:	Currently there are no questions. 

Wendy Peebles:	Okay. Thank you, Operator. At this time I just want to make a few announcements. Once again want to certainly thank everyone for their questions, thank all of our presenters for the day.

	And I just wanted to share an additional trade resource to let you know that there are a number of ways that you can access international trade data. For our latest releases, historical data, country detail and more, the International Trade website www.census.gov/trade is a great resource. For power users, we have detailed, downloadable data sets and the International Trade Application Programming Interface. 

	Finally, if you would like to create your own custom report, we have our Interactive Data Tool US Trade Online at USATrade.Census.gov. 

	And lastly as a follow up you will receive an email message with an evaluation on tomorrow. Please complete the evaluation form we value your feedback and it helps us to improve upon our webinar content. 

	So once again want to just thank everyone that has logged on. We certainly want to once again thank our speakers for their participation today. And we hope that you participate in the webinar next week. We have two webinars remaining in the series. 

	So thank you again and we look forward to seeing you at our next webinar in this series. Thank you. 

((Crosstalk))

Jim Newton:	Thank you. 

Coordinator:	Thank you. That concludes today’s conference. You may disconnect at this time. 


END
