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MESSAGE FROM
THE CHAIRMAN

ARSENE JACOBY

Dear Customers, Dear Exporters,
Dear interested Readers,

Nationalisms are thriving, free-trade agree-
ments are under attack and support for
multilateral institutions, such as the World
Trade Organization, is waning. If you add to that
geopolitical tensions and technological change,
you may conclude that the medium-term
global economic growth perspectives look grim.
But the good news is that the world economy is
in the midst of a cyclical upswing. Global trade
and investment continue to be on the rise and
poverty around the world is receding. Unem-
ployment in the euro-zone is at historic lows.

In this context, Luxembourg continued to grow
at a remarkable, albeit, slower pace. Economic
growth reached 2.3 percent in 2017, above EU
average, and was propelled by strong domes-
tic demand and a dynamic financial sector.
Growth is projected at 3.9 percent for 2018,
with continued decline in unemployment figures
and strong job creation going hand in hand. At
the same time inflationary pressures seems to
remain contained.

Despite the sustained performance of the Lux-
embourg economy, ODL has recorded a loss for
the financial year 2017 compared with a profit
year for the financial year 2016. Exceptionally
large defaults in one of the key export sec-

tors led to a significant increase in provisions
for claims outstanding. Investment income
remained flat in 2017. Against this backdrop it

is all the more important to stress that ODL has
ample reserves to continue fulfilling its mission
as a facilitator at the service of the Luxembourg
export economy. Other key financial figures
highlight a sharp contraction in medium and

long-term transactions while short-term busi-
ness was also in decline. The insurance of bank
guarantees issued in favor of customers of
Luxembourg exporters continues to thrive and
transactions insured more than tripled since
the launch of this new product.

In 2017, ODL further explored possible venues
to strengthen collaboration with the Luxem-
bourg financial sector in order to diversify

its array of products and services. A working
group on trade finance and direct financing has
been established. In addition, ODL has been
redrafting its legal basis with a view to facilitate
its cooperation with private sector insurers and
financiers. | am confident that these devel-
opments will further promote Luxembourg's
economic growth and competitiveness.

In addition, with the help of the Committee for
the Promotion of Luxembourg Exports (COPEL),
we will continue to nurture our companies’
international business aspirations.

Let me stop here and take this opportunity to
thank our fellow ECAs, esteemed private sector
business partners and our customers for their
continued support, fruitful cooperation and

for their confidence in ODL. | would also like to
thank the team at ODL for their relentless effort
in servicing our export community and their
hard work and dedication to help our economy
to grow and diversify.
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ORGANISATION

AND MISSION

OF THE OFFICE DU DUCROIRE (ODL)
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MISSION

ONE-STOP SHOP FOR EXPORTERS

The Office du Ducroire "ODL" is a public
institution established in 1961. Its mission is

to support the international economic and
financial relations in the interest of the Luxem-
bourg economy, primarily by the acceptance of
risks in the fields of export, import and foreign
investment.

Since 2002, based on an Agreement signed
with the Government, ODL promotes Lux-
embourg exports of goods and services by
granting financial support either as partial
reimbursement of the costs related to the pro-
motion of exports and the participation in trade
fairs, or as advances repayable under certain
conditions.

As an insurer, ODL covers exporting companies
and banks against the risk of non-payment of
their customers due to insolvency and payment
default or due to political events such as the
risk of currency transfer, war, revolutions, nat-
ural disasters, risk of expropriation or govern-
ment action.
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ODL offers innovative products enabling it to
respond to the needs of Luxembourg exporters
in general but also the specific needs of SMEs
and start-ups or whenever the private insur-
ance market fails.

Export credit insurance and financial support
are granted in accordance with national and
international rules.
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COOPERATIONS

In 2017, ODL signed a new cooperation agree-
ment with EULER HERMES Germany for the
medium and long-term business.

For short-term business ODL cooperates since
1993 with EULER HERMES Belgium.

At the end of 2017, the cooperation agreement
and reinsurance agreement with Credendo
Group were cancelled.
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1. CREDIT INSURANCE

KEY FIGURES OF 2017

555,686,440.26 € 7

4 NEW TRANSACTIONS INSURED

5.334.846.66 € &

4 WRITTEN PREMIUM

8,200,333.21€ ="

4 EARNED PREMIUM, NET OF REINSURANCE

| 2016

TOTAL COMMITMENTS AS OF 31 DECEMBER

| 2016

CLAIMS PAID

1,845,175.70 € s

4 RECOVERIES FOR CLAIMS PAID
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NEW TRANSACTIONS INSURED NEW TRANSACTIONS INSURED BREAKDOWN
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EXPORT CONTRACTS

ODL offers a complete range of products to
insure Luxembourg exporters and their bank
against the risk of non-payment of their export
contracts due to insolvency/payment default of
their customers or due to political events.

ODL covers exports of capital goods, indus-

trial projects, general construction works and
engineering services, with a completion period
exceeding 12 months, that are either payable

on a prorate basis according to deliveries made
or the progress of work (cash transactions), or
financed through credit over several years (buyer
credit/supplier credit). For all repayment periods
exceeding two years, the regulations of the OECD
Arrangement on officially supported export
credits (which sets rules regarding credit terms,
interest rates, required down payment percent-
ages and insurance premiums) apply.

In a supplier credit, the Luxembourg exporter
grants extended payments terms to its foreign
buyer. Usually the credit is materialized by bills of
exchange/promissory notes drawn by the export-
er and accepted by the buyer. The bill of exchange
can be discounted by a bank, with or without
recourse against the exporter.

In a buyer credit the lending bank grants an
export credit to the foreign buyer and the Lux-
embourg exporter can draw on the credit and
receives cash payment for the execution of the
commercial contract.

At the request of the lending bank and in addition
to the buyer credit cover, ODL may grant an on
demand guarantee callable on first demand to
the refinancing bank. In the internal relationship
between ODL and the lending bank, the Terms
and Conditions of Buyer Credit policy remain
applicable.

In addition to this coverage of non-payment risk,
ODL can cover the cancellation (preshipment)
risk as well as the unfair calling of bank guar-
antees (bid bond, advance payment guarantee,
performance guarantee) that are often request-
ed by the buyer in an export contract.

PREFINANCING CONTRACTS

ODL insures the importers and traders against
the risk of non-reimbursement of their advance
payment in case of non-delivery of the ordered
goods by the supplier.

Contracts with risk periods exceeding two years
are covered with the guarantee from the Luxem-
bourg State.

Cash transactions to marketable risk countries
with risk periods of less than 2 years are covered
without State guarantee.

In 2017, no transaction was covered for the
account of the State.

ODL has issued 3 on demand guarantees for
a total amount of 9 million euros in favor of refi-
nancing banks of buyer credit in 2017.

WITH STATE WITHOUT STATE FOR THE ACCOUNT
b (IN THOUSANDS OF EUR) GUARANTEE GUARANTEE OF THE STATE TOTAL
2017 2016 2017 2016 2017 2016 2017 2016
New transactions insured 241,447 392,064 9,952 3,085 o] 0 251,399 395,159
Number of transactions
insured 122 139 17 16 0 0 139 155
Written premium 3,932 4,614 81 74 0 0 4,013 4,688
Reinsurers’ share
New transactions insured 41,066 103,477 0 57 0 0 41,066 103,534
Written premium 1,350 1,649 1 0 0 1,350 1,650
Commitments as of
31 December 636,825 775,026 7109 6,932 0 0 643934 781958
Offers of cover outstanding
as of 31 December 26,644 19,859 26,644 19,859
Claims paid 10,391 15,528 10,391 15,528
Recoveries for claims paid 1,591 2,329 1,591 2,329
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BREAKDOWN OF NEW MEDIUM AND LONG-TERM
INSURED BUSINESS AS AT 31 DECEMBER 2017

BREAKDOWN OF MEDIUM AND LONG-TERM
EXPOSURE AS AT 31 DECEMBER 2017
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N | ATIN AMERICA
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I MIDDLE EAST

ODL covered new contracts worth 251 million
euros (2016: 395 million euros). Central and
Eastern Europe accounted for the greatest
share of new cover granted (32% of total cover),
followed by Asia (25% of total cover).

AFRICA
N NORTH AMERICA
N LATIN AMERICA
ASIA

AUSTRALIA-OCEANIA
CENTRAL AND EASTERN EUROPE
WESTERN EUROPE

I MIDDLE EAST

The Middle East only represents 9% of the cover
granted in 2017.

SCHEDULE FOR MEDIUM AND LONG-TERM COMMITMENTS AS AT 31 DECEMBER 2017 (IN MILLIONS OF EUR)

PAYMENT

TOTAL DELAYS 2018 2018 2020 2021

2022 2023 2024 2025 2026 2027 2028

643.93 10714 313.57 121.09 4764 4122

11.76 151 000 000 000 000 0.00

The commitments take into account the per-
centage of cover and include the principal and
estimated interest.

The total medium and long-term exposure of
ODL on 31 December 2017 decreased to 644
million euros. Asia and Central and Eastern
Europe account respectively for 39% and 33%,
while Latin America only represents 11% of the
total commitments.

Due to the size of the Luxembourg economy
and the sector breakdown of its exporting com-
panies, ODL is exposed to a high concentration
of risk in certain countries.

The three countries listed below represent
62.74% of ODL's overall medium and long-term
exposure as of 31 December 2017.

62,74"

To limit the concentration of risk, CREDENDO,
Belgium reinsured a large part of exports cov-
ered by ODL. This reinsurance agreement with
CREDENDO has been cancelled end of Decem-
ber 2017.

In 2017, ODL stopped providing cover for new
buyer credits put in place by Northstar Europe
for European exports.

At 31 December 2017, ODL had issued offers of
cover for contracts still under final negotiation
for an amount of 26,644,480.31 €.

In 2017, claims paid slightly decreased to 10.4
million euros (2016: 15.5 million euros), but still
remain at a high level, due to payment defaults
in the steel sector in India.
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BUSINESS FOR THE ACCOUNT OF ODL
(WITH OR WITHOUT STATE GUARANTEE)

ODL insures Luxembourg exporters against
the risk of non-payment of their short-term
receivables.

WITH STATE WITHOUT STATE

. (INTHOUSANDS OF EUR) GUARANTEE GUARANTEE TOTAL

2017 2016 2017 2016 2017 2016

New transactions insured 210,127 231902 37864 45,950 247991 277852

Written premium 1,044 1168 129 159 1173 1,327
Reinsurers’ share

Insured transactions 56,723 56,542 17,082 21,364 73,805 77,906

Wrtitten premium 244 274 46 55 290 329

Commitments as of 31 December 84,637 108,831 14,547 17,737 99,184 126,568

Claims paid 2,068 8,129 23 181 2,091 8,310

Indemnities recovered 236 76 17 o] 253 76

ODL covers exports to high-risk countries
(non-marketable risks countries) with the guar-
antee of the Luxembourg State.!

In case of failure of the private insurance mar-
ket, ODL may cover exports to EU countries and
core countries of the OECD (marketable risks).
This business is covered without the guarantee
of the Luxembourg State.

In its role as a one-stop shop for exporters,

ODL acts as co-insurer of Euler Hermes in
whole turnover policies covering buyers located
worldwide.

In 2017, the demand for ODL short-term cover
declined. Amounts paid out for claims in-
creased from 2.1 to 8.1 million euros. This sharp
rise is mainly due to indemnities paid under a
reinsurance agreement with Credendo STN
(formerly Credimundi).

BUSINESS FOR THE ACCOUNT OF THE STATE: INDIVIDUAL TOP UP

In 2017, ODL continued to manage the Individ-
ual Top Up policy for the account of the State.
This policy was launched by the Government
during the financial crisis. It provides additional
protection where full cover is not available un-
der the exporter's primary policy due to the risk
profile of the buyer or the country risk.

The Individual Top Up has enabled Luxem-
bourg exporters to continue trading with their
customers at higher risk levels, helping them to
grow their business safely and securely knowing
that the increased risks are covered.

2017 2016
Number of companies having used the Top Up coverage 6 6
New transactions insured 2,060,000.00 € 1,180,000.00 €
Commitments as of 31 December 1167,901.85 € 958,651.85 €
Written premium 23,050.00 € 12,400.00 €
Claims paid 0.00 € 0.00 €

The exemption for short-term business to Greece has been extended by the European Commission

until 31 December 2018.2

* Communication of the Commission applying to short-term export credit insurance (OJ C392)
2Communication of the Commission applying to short-term export credit insurance (2018/C225/01)



1. ACTIVITIES 2017 | CREDIT INSURANCE |

In January 2015, ODL launched an insurance
for bank guarantees (e.g. performance bonds,
advance payment bonds) issued in favor of the
clients of national exporters.

This insurance protects the issuing bank against
the risk of default of the exporters and by doing
so facilitates financing of international trans-
actions by creating leverage for exporters that
need credit lines from banks.

ODL generally covers 50% of the amount of
the guarantee. The percentage of cover can be
increased up to 80% in special cases.

The premium charged by ODL corresponds to
the risk fee charged by the bank to the Luxem-
bourg exporter on the percentage of risk taken
by ODL.

2017 2016
New transactions insured 54,236,023.05€ 23,716,528.58 €
Commitments as of 31 December 2,618,879.17 € 7.760,393.51 €
Written premium 125,443.87 € 75,356.00 €
Claims paid 0.00 € 0.00 €

In 2017, the amount of guarantees insured
increased from 23,7 to 54,2 million euros.
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2. FINANCIAL SUPPORT
FOR EXPORTS

KEY FIGURES OF 201/

2,191,/82.46¢€

4 AMOUNT PAID

1,116,251.00€

4 TOTAL COMMITMENTS AS OF 31 DECEMBER
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SUPPORT FOR THE 1T TIME
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AMOUNT PAID TOTAL COMMITMENTS AS OF 31 DECEMBER
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On the 29 April 2002 was signed the Coopera-
tion Agreement between the Office du Ducroire
and the Government, based on the Law of 24
July 1985 governing the ODL.

The Agreement aims to promote Luxembourg
exports through:

- financial support for the design and transla-
tion of promotional material, for the partic-
ipation at trade fairs, seminars and confer-
ences, as well as for consultancy services and
export training.

- tied aid mechanisms like interest make-up
schemes, direct grants or technical assistance.

Official support for export activities is subject to

the following conditions:

+ interest to the Luxembourg economy

- financial viability of the applicant

- compliance with Luxembourg legislation,
EU competition rules and the OECD Arrange-
ment on officially supported export credits.

The Agreement has been implemented by the
COPEL (Committee for the Promotion of Lux-
embourg Exports) as referred to in the Law of 4
December 1981 relating to Government loans.
COPEL functions as a sub-committee of ODL.

COPEL is composed of four civil servants from
the Ministry of Finance, International Trade,
Foreign Affairs and the Economy. COPEL anal-
yses the applications, verifies the compliance
with EU regulations and OECD provisions and
proposes decisions to the Committee of ODL.
Official support in excess of 500,000 € is sub-
ject to the approval of the Government.

This financial support is granted in accord-
ance to the Commission Regulation (EC) No.
1407/2013 of 18 December 2013 on the appli-
cation of articles 107 and 108 of the EC Treaty
to the Minimis aid (publication in the official
Journal of the European Union, JO L352 from
24 December 2013).
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1. CREDIT INSURANCE

BALANCE SHEET FOR THE ACCOUNT

WITH STATE GUARANTEE
AS AT 31.12.2017 AND 31.12.2016 IN EUR

NOTE 31.12.2017 31.12.2016 -
ASSETS
C. Investments
Ill. Other Financial investments
1. Shares and other variable-yield transferable
securities and units in unit trusts 312 12,519,219.31 12,562,679.46
2. Debt securities and other fixed income
transferable securities 313 101,728,694.62 100,607,475.66
8. Deposits with credit institutions 13,432,104.59 22,108,593.19
127,680,018.52 135,278,748.31
D. bis Subrogation and salvage 3.8 22,559,517.84 0,00
E. Reinsurers’ share of technical provisions
|. Provision for unearned premiums 5,539,931.50 15,214,822.92
Ill. Provision for claims outstanding 74,807,682.16 242797211
80,347,613.66 17,642,795.03
F. Debtors
|. Debtors from direct insurance transactions 380,866.34 320,037.19
II. Debtors from reinsurance transactions 222,306.42 98,191.92
603,172.76 418,229.11
G. Other assets
|. Tangible assets and stocks 3.2 21,790.58 26,123.48
IIl. Cash at bank and in hand 18,034,543.64 12,258,761.38
18,056,334.22 12,284,884.86
H. Prepayment and accrued income
|. Accrued interest and rent 623,995.16 575,115.99
Ill. Other prepayment and accrued income 3,214,389.57 3,254,701.43
3,838,384.73 3,829,817.42
TOTAL ASSETS 253,085,041.73 169,454,474.73

Off-balance sheet commitments for the account with State guarantee

724,081,476.63

891,617,390.02
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NOTE 31.12.2017 31.12.2016
EQUITY AND LIABILITIES
A. Capital and reserves
I. Subscribed capital or equivalent funds 3.3 44,525,000.00 44,525,000.00
IV. Reserves 3.3 43,062,060.07 41,476,811.11
VI. Profit or (loss) for the financial year 3.3 (9,177119.22) 1585,248.96
78,409,940.85 87,587,060.07
C. Technical provisions
|. Provision for unearned premiums 10,010,481.68 24,203.135.63
lll. Provision for claims outstanding 107,159,650.49 7466,127.43
V. Equalisation provision
2. Provision for aggravated risks 35,577,194.16 44,064,853.49
152,747,326.33 75,734,116.55
E. Provision for other risks and charges
3. Other provisions 0.00 255,000.00
0.00 255,000.00
G. Creditors
I. Creditors arising from direct insurance transactions 3,798,005.19 3,825,922.24
II. Creditors from reinsurance transactions 3.8 16,753,947.00 599,813.01
V. Other creditors
2. Other 1655.86 979.04
20,553,608.05 4,426,714.29
H. Accruals and deferred income
|. Other accruals 1,374,166.50 1451,583.82
1,374,166.50 1451,583.82
TOTAL EQUITY AND LIABILITIES 253,085,041.73 169,454,474.73
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PROFIT AND LOSS ACCOUNT FOR THE ACCOUNT
WITH STATE GUARANTEE
AS AT 31.12.2017 AND 31.12.2016 IN EUR

NOTE 31.12.2017 31.12.2016

. TECHNICAL ACCOUNT OF NON-LIFE INSURANCE BUSINESS

1. Earned premiums, net of reinsurance

a) Gross written premiums 34 5,105,700.71 5,856,79943
b) Outward reinsurance premiums (1,587,667.01) (1,918,74958)
c) Change in gross provision for unearned premiums 14,192,653.95 2,957,896.10
d) Change in the provision for unearned premiums, reinsurers’ share (9.674,891.42) (2,135,355.13)

8,035,796.23 4,760,590.88

2. Allocated investment return transferred
from the non-technical account 696,548.52 350,619.37

3. Other technical income, net of reinsurance 647,189.80 1,120,784.66

4. Claims incurred, net of reinsurance

a) Claims paid

aa) Gross amount (12,459,485.09) (23,657,595.62)

bb) Reinsurers’ share 7,613,008.68 9,941,117.30
b) Change in the provision for claims )
aa) Gross amount (99,693,523.06) 15,161,361.24
bb) Reinsurers’ share 72,379,710.05 (3,324,633.67)
c) Subrogation and salvage )
aa) Gross amount 3.8 22,559,517.84 0.0Q
bb) Reinsurers’ share 3.8 (16,316,284.23) 0.00

34 (25,917,055.81) (1,879,750.75)

6. Bonuses and rebates, net of reinsurance (75,443.31) (149,950.94)

7. Net operating expenses

a) Acquisition costs (62,292.18) (12,142.48)
¢) Administrative expenses 3.5 (1,145,857.93) (1,215,665415).
d) Reinsurance commissions and profit participation 149,247.49 269,554.40

(1,058,902.62) (958,253.23)

9. Change in equalisation provision 8,487,659.33 (1,797,329.68)
10. Balance on the technical account for non-life insurance Business (9,184,207.86) 1,446,710.31

11l. NON-TECHNICAL ACCOUNT

1. Balance on the technical account for non-life insurance Business (9,184,207.86) 1,446,710.31
3. Investment income 3.6 1,363,081.49 1,613,512.69
5. Investment charges 37 (202,167.29) (1,029,147.07)
B. Allocated investment return transferred

to the non-life technical account (696,548.52) (350,619.37)
7. Other income 855.12 203,882.57
8. Other charges, including value adjustments (458,132.16) (299,090.17)
10. Profit or (loss) on ordinary activities after tax (9,177119.22) 1,585,248.96

17. Profit or (loss) for the financial year (9,177119.22) 1,585,248.96
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BALANCE SHEET FOR THE ACCOUNT

WITHOUT STATE GUARANTEE
AS AT 31.12.2017 AND 31.12.2016 IN EUR

NOTE

31.12.2017

31.12.2016

ASSETS
C. Investments
Ill. Other Financial investments )
8. Deposits with credit institutions 12,785,5980.56  12,708,024.15
12,785,590.56 12,708,024.15
E. Reinsurers’ share of technical provisions
|. Provision for unearned premiums 5,421.02 6,765.04
Ill. Provision for claims outstanding 4,442.80 16,795.61
9,863.82 23,560.65
H. Prepayment and accrued income
Ill. Other prepayment and accrued income 12,045.20 12,045.20
12,045.20 12,045.20
TOTAL ASSETS 12,807,499.58 12,743,630.00
Off balance-sheet commitments for the account without State guarantee 21,655,527.64 24,668,940.75

—



‘= lIl. FINANCIAL STATEMENTS | 1. CREDIT INSURANCE | P.27

NOTE 31.12.2017 31.12.2016
EQUITY AND LIABILITIES
A. Capital and reserves
|. Subscribed capital 41 3,000,000.00 3,000,000.00
IV. Reserves 41 8,433,870.57 8,175,287.99
VI. Profit or (loss) for the financial year 41 73,251.81 258,582.58
11,507,122.38 11,433,870.57
C. Technical provisions
I. Provision for unearned premiums 29,637.33 60,471.16
ll. Provision for claims outstanding 8,885.60 33,591.23
V. Equalisation provision
1. Balancing reserve 1231,740.90 1108,086.21
1,270,263.83 1,203,148.60
E. Provisions for other risks and charges
2. Provision for taxation 4.2 30,113.37 106,610.83
30,113.37 106,610.83
TOTAL EQUITY AND LIABILITIES 12,807,499.58 12,743,630.00
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PROFIT AND LOSS ACCOUNT FOR THE ACCOUNT
WITHOUT STATE GUARANTEE
AS AT 31.12.2017 AND 31.12.2016 IN EUR

NOTE 31.12.2017 31.12.2016

. TECHNICAL ACCOUNT OF NON-LIFE INSURANCE BUSINESS

1. Earned premiums, net of reinsurance

a) Gross written premiums 4.3 210,452.24 233,326.61
b) Outward reinsurance premiums (45,932.82) (56,243.23)
c) Change in gross provision for unearned premiums 30,833.83 16,696.66
d) Change in the provision for unearned premiums, reinsurers’ share (1,344.02) (1,398.65)

194,009.23 158,988.07

2. Allocated investment return transferred
from the non-technical account 57.827.42 60,248.01

3. Other technical income, net of reinsurance 8,700.29 0.00

4. Claims incurred, net of reinsurance

a) Claims paid )
aa) Gross amount (23,319.36) (181,240401).
bb) Reinsurers’ share 11,659.68 90,551.85
b) Change in the provision for claims )
aa) Gross amount 24,705.63 186,125.36
bb) Reinsurers’ share (12,352.81) (94,062.68)
4.3 693.14 1,374.52
6. Bonuses and rebates, net of reinsurance (13,030.33) (12,500.50)
7. Net operating expenses )
a) Acquisition costs 4.4 0.00 (4.47}
¢) Administrative expenses (72,440.14) (78,354.40}
d) Reinsurance commissions and profit participation 11,722.34 13,779.90
(60,717.80) (64,578.97)
9. Change in equalisation provision (122,654.69) 181,497.14
10. Balance on the technical account for non-life insurance Business 64,827.26 325,028.27
11Il. NON-TECHNICAL ACCOUNT
1. Balance on the technical account for non-life insurance Business 64,827.26 325,028.27
3. Investment income 4.5 96,379.04 100,413.35
6. Allocated investment return transferred
to the non-life technical account (57.827.42) (60,248.01)
8. Other charges, including value adjustments
9. Tax on profit or (loss) on ordinary activities (80,127.07) (106,611.03)
10. Profit or (loss) on ordinary activities after tax 73,251.81 258,582.58

17. Profit or (loss) for the financial year 73,251.81 258,582.58
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BALANCE SHEET FOR THE
ACCOUNT OF THE STATE
AS AT 31.12.2017 AND 31.12.2016 IN EUR

NOTE 31.12.2017 31.12.2016

g
ASSETS
C. Investments
Ill. Other Financial investments
6. Deposits with credit institutions 11,786,192.57 11,744,051.73
11,786,192.57 11,744,051.73
TOTAL ASSETS 11,786,192.57 11,744,051.73
Off-balance sheet commitments for the account of the State 1,167,901.85 958,651.85
NOTE 31.12.2017 31.12.2016 -
EQUITY AND LIABILITIES
A. Capital and reserves
|. Subscribed capital 5.1 6,777,396.57 6,777,396.57
IV. Reserves 51 4,705,687.47 4,661,899.53
VI. Profit or (loss) for the financial year 51 44,618.59 43,787.94
11,527,702.63 11,483,084.04
C. Underwriting reserves
I. Provision for unearned premiums 1,039.01 3,516.76
lll. Provision for claims outstanding 257,450.93 257,450.93
258,489.94 260,967.69

TOTAL EQUITY AND LIABILITIES 11,786,192.57 11,744,051.73
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PROFIT AND LOSS ACCOUNT
FOR THE ACCOUNT OF THE STATE
AS AT 31.12.2017 AND 31.12.2016 IN EUR

- NOTE 31.12.2017 31.12.2016
I. TECHNICAL ACCOUNT OF NON-LIFE INSURANCE BUSINESS
1. Earned premiums, net of reinsurance
a) Gross written premiums 52 23,050.00 12,400.0Q
c) Change in gross provision for unearned premiums 247775 (1,941.22)
25,527.75 10,458.78
2. Allocated investment return transferred
from the non-technical account 53,440.90 55,845.43

7. Net operating expenses )
c) Administrative expenses 5.3 (69,977.33) (59,746.56)
(69,977.33) (59,746.56)

10. Balance on the technical account for non-life insurance Business 8,991.32 6,557.65

11l. NON-TECHNICAL ACCOUNT

1. Balance on the technical account for non-life insurance Business 8,991.32 6,557.65
3. Investment income 5.4 89,068.17 93,075.72
6. Allocated investment return transferred

to the non-life technical account (53,440.90) (55,845.43)
10. Profit or (loss) on ordinary activities after tax 44,618.59 43,787.94

17. Profit or (loss) for the financial year 44,618.59 43,787.94
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS
AS PER DECEMBER 31, 2017 (EXPRESSED IN EUR)

NOTE 1 - GENERAL INFORMATION

1.1 Establishment of the Office du Ducroire

The Office du Ducroire (hereinafter “"ODL") was
established under article 1 of the modified law
of 25 November 1961.

ODL is a public institution and operates under
the authority of the Ministry of Finance.

The financial year of ODL begins on January 1°*
and ends on December 31*.

According to article 17 of the Law of 24 July
1995 ODL presents separate annual financial
statements for each account and type of activi-
ty referred to below.

1.2 Mission of the Office du Ducroire

The ODL's mission is to promote international
economic and financial relations in the interest
of Luxembourg, mainly by the acceptance of
export, import and foreign investment risks.
("Insurance activity”)

ODL may:

1. issue any guarantees to reduce risks, in
particular political, commercial and financial
risks, incurred by companies in carrying out
their activities;

2. issue any guarantees to reduce risks linked
to foreign investments. These investments
must contribute to the development of the
economic and social situation of the host
country and to its economic relations with
Luxembourg;

3. issue any guarantees to reduce foreign ex-
change risks, within the limits to be stipulat-
ed by Grand-Ducal Regulation;

4. exercise, in Luxembourg and abroad, allied
or supplementary activities that will facilitate
the attainment of its mission;

5. accomplish any other tasks entrusted to it
by laws or regulations or assigned by the
Government in Council. These missions may
be the subject of agreements to be entered
into by the Government and ODL and to be
approved by the latter's Committee.

Itis in this capacity that ODL concluded in 2002
a Cooperation Agreement with the Govern-
ment to promote exports of goods and services
through financial support by:

+ intervening in export credit transactions,
subsidizing or stabilizing the interest rates of
trade credits;

+ granting a subsidy resulting in an increased
discount of the interest rate applied to a
trade credit. A negative interest rate may be
envisaged. The subsidy consists in the differ-
ence between the subsidized rate and the
financing costs, plus the bank commission;

+ financing, under associated financing
scheme, in whole or part, the concessional
component (grant), linked in fact or in law
to the non-concessional component (trade
credit) of the transaction;

+ contributing to the financing of a technical
assistance scheme provided within the scope
of export credit for local users of goods or
services of Luxembourg origin;

+ providing partial reimbursement of expenses
incurred in the promotion of products of Lux-
embourg origin abroad or employee training.

For the "Financial support for exports activity”, a
subcommittee COPEL (Comite pour la promo-
tion des exportations luxembourgeoises) has
been created, who assess the applications and
proposes decisions to the Committee of ODL.

Separate financial statements are presented
for this activity.

ODL performs the “Insurance activity”:

+ for the account of the State in the event
that the transactions provided for under 1)
and 2) above entail risks, the seriousness
and duration of which exceed its technical
capabilities, but whose realization is consid-
ered opportune by the Government sitting in
Council or in the accomplishment of the mis-
sions entrusted to it by Laws or Regulations
described above;
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+ on its own account and without a State
guarantee for transactions which, by virtue of
their nature, duration and intensity of the risk
attached to them, are habitually guaranteed
by companies acting not on behalf of the
State or with a State guarantee;

- on its own account, and with a State guaran-
tee under all other circumstances.

NOTE 2 - SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The financial statements have been prepared
in accordance with the statutory models appli-
cable to insurance companies under the Law
of 08 December 1994 relating to the annu-

al and consolidated financial statements of
insurance and reinsurance companies subject
to Luxembourg law. ODL respects, in terms of
the establishment of technical provisions, the
prudential rules of the law of 7 December 2015
on the insurance sector.

In preparing up the financial statements, it is
required to use certain critical accounting es-
timates and judgements that might affect the
reported amounts of assets and liabilities in the
next financial year. Estimates and judgements
are continually evaluated by the Committee
and are based on historical experience and
other factors, including expectations of future
events that are believed to be reasonable un-
der the circumstances. The Committee believes
that the underlying assumptions are appropri-
ate and that the financial statements therefore
present the financial position and results fairly.

The financial statements are presented in
euros (EUR). Assets and liabilities expressed

in currencies other than euros are converted
into euros at the exchange rate in force at the
closing date. Foreign currency transactions ex-
ecuted during the financial year are converted
to euros at the exchange rate prevailing at the
date of transactions.

Operating income and expenses are assigned
to the financial year following the principle of
the accruals.

This means that:

+ the share of written premiums that cover
commitments after the closing date will not
be recognised in the income for the financial
year; only the "earned premiums” corre-
sponding to the pro rata temporis share of
premiums is recognised in the current finan-
cial year;

« claims are recognised in the profit and loss
account as soon as an indicator, such as a
payment default is notified by an insured.

2.1. Investments

2.11 Investments in affiliated undertakings and
participating interests

Investments in affiliated undertakings and
participating interests held as Investments are
valued at acquisition cost including the expens-
es incidental thereto. In case of durable depre-
ciation in value, value adjustments are made in
respect of investments, so that they are valued
at the lower figure to be attributed to them at
the closing date. These value adjustments are
not maintained if the reason for which the value
adjustments were made has ceased to apply.

2.1.2 Shares and other variable-yield transfer-
able securities and units in unit trusts

Shares are valued at acquisition cost including
the expenses incidental thereto. In case that
market value is lower than acquisition cost, val-
ue adjustments are made, so that they are val-
ued at the lower figure to be attributed to them
at the closing date. Market value corresponds
to the last available quote on the valuation day
for shares listed on a stock exchange or quoted
in on another regulated market.
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2.1.3 Debt securities and other fixed income
transferable securities

Debt securities and other fixed income secu-
rities are carried at amortised cost. Premiums
paid over the redemption value (Agio) and
discounts received in consideration of the
redemption value (Disagio) are apportioned to
the profit and loss account over the period to
maturity. Specific value adjustments are made
if an investment's amortised cost is lower than
the market value. Value adjustments are not
maintained if the reason for which these value
adjustments were made has ceased to apply.

Market value corresponds to the last available
quote on the valuation day for securities listed
on a stock exchange or quoted in on another
regulated market.

Securities for which ODL holds a capital guar-
antee from the bank have been valued at the
acquisition cost, increased by the pro rata tem-
poris of the guaranteed fixed income. A value
adjustment is deducted in case of durable loss
at closing date. These value adjustments are not
maintained if the reason for which these value
adjustments were made has ceased to apply.

2.2 Reinsurers’ share of technical provisions

Reinsurers’ share of technical provisions com-
prises the actual or estimated amounts which,
under contractual reinsurance agreements, are
the responsibility of the reinsurer.

2.3 Debtors

Debtors are recorded at nominal value. They
might be subject to value adjustments in case
of probable loss.

2.4 Other assets

Tangible assets and stocks are valued at acqui-
sition cost and are subject to the straight-line
depreciation method. The normal anticipated
useful life of fixed assets is five years.

Cash at bank and in hand are presented at
nominal value.

2.5 Prepayment and accrued income

The accrued interest and rent entitlement
include items that represent interest and rent
that have been earned up to the closing date
but are not yet due.

The other prepayment and accrued income
include other charges recorded during the year
but relating to a subsequent financial year
together with incomes relating to the finan-
cial year but only payable after the end of the
latter.

2.6 Technical provisions

2.6.1 Provision for unearned premiums

The provision for unearned premiums corre-
sponds to the pro rata temporis share of the
gross written premiums to be allocated to the
periods following the closing date.

2.6.2 Provision for outstanding claims

The provision for outstanding claims represents
a conservative estimate of ODL's liability for
indemnities to be paid to the policyholders. The
provision is calculated for each reported delay
in payment based on the risk category and the
default period.

2.6.3 Equalisation provision

In accordance with the law of 7 December 2015
and the Grand-Ducal Regulation of S December
2007, ODL establishes a provision for aggravat-
ed risk for future claims by applying a prospec-
tive loss rate defined by the Committee.

2.7 Provision for other risks and charges

The provision for other risks and charges includes
the tax charge for the financial year for activities
without the guarantee of the State by ODL.

2.8 Creditors

Creditors are recorded at the nominal value
and are due during the next financial year.
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2.9 Accruals and deferred income 2.14 Off balance sheet commitments
Accruals and deferred income corresponds to This item corresponds to ODL's commitments
income received during the financial year but on covered transactions as direct insurer and
relating to a subsequent financial year, as well reinsurer at closing date.

as the charges incurred during the financial year
but only payable in a subsequent financial year.

2.10 Earned premiums, net of reinsurance

Gross written premiums represent the total
amount of premiums invoiced during the finan-
cial year, regardless of whether these amounts
relate wholly or partly to a subsequent year.
The earned premiums corresponds to the pro
rata temporis share of the premiums that are
allocated to the current financial year. At clos-
ing date, a provision for unearned premium is
established.

The reinsurers’ share of premiums includes all
premiums paid or payable in accordance to
reinsurance contracts concluded by ODL.

2.11 Other technical income, net of reinsurance

This item includes net recoveries on claims
paid, net of reinsurance, in direct insurance and
reinsurance, and the subrogation and salvage.
These positions are evaluated at nominal value.

2.12 Claims incurred, net of reinsurance

Claims incurred net of reinsurance include
claims paid during the financial year, the
change in the provision for outstanding claims.

2.13 Net operating expenses

Acquisition costs corresponds to the commis-
sions paid for brokerage and fronting.

Administrative expenses include the costs of
premium collection, portfolio administration,
management of bonuses and refunds, as well
as accepted and ceded reinsurance. They also
include staff costs and depreciation of furniture
and equipment, except when they are includ-
ed in the acquisition costs, claims incurred or
investment charges.
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NOTE 3 - ANALYSIS OF THE MOST IMPORTANT ITEMS RELATED TO
THE ACCOUNT WITH STATE GUARANTEE

3.1 Investments

3.11 Investments in affiliated undertakings and participating interests

ODL holds on 31 December 2017 interests in the company NORTHSTAR EUROPE
S.A.

VALUE ADDITIONS/ DISPOSALS/ VALUE

01.01.2017 ALLOCATIONS REVERSALS 31.12.2017

Acquisition value 713,000.00 0.00 (118,000.00) 595,000.00
Value adjustments (713,000.00) 0.00 118,000.00 (595,000.00)
Net value 0.00 0.00 0.00 0.00

3.1.2 Shares and other variable-yield transferable securities and units in unit
trusts

VALUE ADDITIONS/ DISPOSALS/ VALUE

01.01.2017 ALLOCATIONS REVERSALS 31.12.2017

Acquisition value 12,991,059.55 2,528,158.85 (2,999,999.09) 12,519,219.31
Value adjustments (428,380.09) 0.00 428,380.09 0.00
Net value 12,562,679.46 2,528,158.85 (2,571,619.00) 12,519,219.31

The market value of shares and other variable-yield transferable securities and
units in unit trusts amounts as per 31 December 2017 to EUR 13,169,247.03
(2016: EUR 12,562,797.09).
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3.1.3 Debt securities and other fixed income transferable securities

The movements on debt securities and other fixed income transferable securities
for the financial year are as follows:

VALUE ADDITIONS/ DISPOSALS/ VALUE
01.01.2017 ALLOCATIONS REVERSALS 31.12.2017
=
Acquisition value 100,569,365.00 12,751,150.00 (11,631,212.30) 101,689,303.70
Reversal
Discounts/
Premiums 2016 (183,624.20) (48,082.01) 9,971.35 (221,734.86)
Discounts/
Premiums 2017 221,734.86 77.517.96 (38,127.04) 261,125.78
Net value 100,607,475.66 12,780,585.95 (11,659,366.99) 101,728,694.62

The market value of debt securities and other fixed income transferable secu-
rities amounts as per 31 December 2017 to EUR 104,224,542.07 (2016: EUR
103,399,331.00).

The bonds are valued considering Discounts/Premiums between the acquisition
price and the nominal price. Discounts and premiums credited to the profit and
loss account amount to EUR 86,209.05 (2016: EUR 9,971.35) respectively EUR
87,489.31 (2016: EUR 48,082.01).

3.2 Other assets (tangible assets and stocks)

VALUE ADDITIONS/ DISPOSALS/ VALUE
01.01.2017 ALLOCATIONS REVERSALS 31.12.2017
<
Acquisition
value 123,351.64 4,155.84 0.00 127,507.48
Value
adjustments (97,228.16) (8,488.74) 0.00 (105,716.90)

Net value 26,123.48 (4,332.90) 0.00 21,790.58
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3.3 Capital and reserves

ODL's equity is made up of capital and re-
serves. The capital belongs to the State.

Capital and reserves movements for the
financial year are broken down as follows:

PROFIT
The capital at the date of entry into force of OR (LOSS)
the Law of 24 July 1995 amounted to LUF OF THE
1,600,000,000.00 (EUR 39,662,963 96). The RESERVES FINANCIAL
capital can be increased through the capitali-
zation of reserves or budget allocations Balance at
’ 31.12.2016 41,476,811.11 1,585,248.96
1. On 6 May 1999, the Committee of ODL A o
B . " ) pproprlotlon
("the Committee”) decided to convert to of results 1,585,248.96 (1.585,248.96)
euros and increase the capital from EUR Net result (9.177119.22)
39,662,963.96 to EUR 40,000,000.00
o . Balance at
through the capitalisation of reserves. 31122017 43.062.060.07 (9.177119.,22)

2. On 10 November 2005, the Committee

approved an increase of capital, through the
transfer of reserves from the account with a

State guarantee to the capital account with-
out a State guarantee by an increase of EUR

3.4 Information related to premiums, claims,
operating expenses and reinsurance

2017 2016
525,000.00 bringing the account from EUR
2 475.000.00 to EUR 3.000.000.00 Gross written premiums : 5,105,700.71 5,856,799.43
3. On 01 March 2007 the Committee opproved of which in direct insurance 3,899,597.78 4,458,081.66
the transfer of EUR 7,000,000.00 from re- of which in coinsurance 1,206,102.93 1,398,717.77
serves in the account with a State guarantee  Gross earned premiums, net
to reserves in the account without a State of reinsurance 8,035,796.23 4,760,590.88
guarantee. Claims incurred, net of
4. On 28 November 2008, the Government reinsurance (25,917,055.81) 1,879,750.75
carried out a capital increase of the account Administrative expenses (1,145,857.93) (1,215,665.15)
with State guarantee through a budget Reinsurance balance 68,879,407.79 2.831,933.38

allocation of EUR 7,000,000.00 with State
guarantee, by allocation of the budget
article 34.0.81.050 and in 2009 to an
increase in the allocation on behalf of the
State by EUR 5,000,000.00.

The subscribed capital as at 31 December 2017
is EUR 44,525,000.00.
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3.5 Administrative expenses

According to article 11 of the Grand-Ducal
Regulation of 27 July 1997, ODL reimbursed
EUR 362,234.13 (2016: EUR 381,562.49) to the
Chamber of Commerce for staff costs and paid
EUR 344,884.92 (2016: EUR 499,53515) to
Credendo group in accordance to a collabora-
tion agreement.

The fees of the audit company included in op-
erating expenses for the year 2017 are prorat-
ed to EUR 19,913.55 including tax (2016: EUR
19,901.70) for the account with State guarantee
and relate solely to the auditing of financial
statements.

3.6 Investment income

2017 2016

Income deriving 938,663.09 1044,022.67
from other
investments
Profits deriving 52,220.65 282,029.50
from the
liquidation of
investments
Readjustments on 470,155.65 413,691.49
investments
Reversal 9,971.35 19,176.09
Discounts 2016
Premiums 77,517.96 48,082.01
Allocation of (185,44721) (193,489.07)
financial products

1,363,081.49 1,613,512.69

3.7 Investment charges

2017 2016

Investment (113,699.96) (147,667.43)
management
charges, including
interest charges
Value adjustments 0,00 (659,528.00)
on investments
Losses arising (2,258.28) (9,180.00)
on liquidation
of investments
Reversal (48,082.01) (202,800.29)
Premiums 2016
Discounts (38,127.04) (9,971.35)

(202,167.29) (1,029,147.07)

3.8 Subrogation and salvage

For two claims incurred during the financial year,
ODL expects to recover a minimum amount
broken down as follows:

2017 2016
Gross amount 22,559,517.84 0.00
Reinsurers’ share (16,316,284.23) 0.00
Net amount 6,243,233.61 0.00

3.9 Events occurring after the reporting period

A pre-insolvency procedure was launched in
2017 against a debtor covered under an ODL
insurance. During the first semester 2018, a
resolution plan has been approved unani-
mously by the creditors. As a result, on 31 May
2018, the insured received a payment under
the approved resolution plan for the settlement
of the entire claim. As the settlement amount
was higher than the outstanding claim that has
not yet been indemnified by ODL, the provision
for outstanding claims has been cancelled

and the surplus (EUR 2.824.630,92) has been
recorded under subrogation and salvage at the
closing date.

s
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NOTE 4 - ANALYSIS OF THE MOST IMPORTANT ITEMS RELATED
TO THE ACCOUNT WITHOUT STATE GUARANTEE

4.1 Capital and reserves

PROFIT OR (LOSS)
RESERVES OF THE FINANCIAL

YEAR
S

Balance at
31.12.2016 8,175,287.99 258,582.58
Appropriation of
results 258,582.58 (258,582.58)
Net result 0,00 73,254.81
Balance at
31.12.2017 8,433,870.57 73,254.81

4.2 Provision for other risks and charges

BREAKDOWN OF TAXATION PROVISIONS AS AT 31 DECEMBER 2017

DESCRIPTION ACCRUAL ADVANCES BALANCE

Municipal Business Tax:

« 2016 and 2017 6,048.00 6,048.00
Corporate Income Tax: .
- 2016 and 2017 24,085.37 (12,045.20) 12,020.17
TOTAL 30,113.37 (12,045.20) 18.068.1f

4.3 Information related to premiums, claims,
operating expenses and reinsurance.

2017 2016
Gross written 210,452.24 233,326.61
premiums:
«» of which in direct 210,452.24 233,326.61
insurance
« of which in 0.00 0.00
coinsurance
Gross earned 194,009.23 158,988.07
premiums, net of
reinsurance
Claims incurred, 693.14 0.00
net of reinsurance
Administrative (72,440.14) (78,354.40)
expenses
Reinsurance (36,247.63) 47.372,81)

balance
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4.4 Administrative expenses

According to article 11 of the Grand-Ducal
Regulation of 27 July 1997, ODL reimbursed
EUR 28,748.74 (2016: EUR 30,282.74) to the
Chamber of Commerce for staff costs and paid
EUR 23,444.64 (2016: EUR 27,559.81) to Cre-
dendo group in accordance to a collaboration
agreement.

The fees of the audit company included in
operating expenses as per 31 December 2017
are prorated to EUR 1106.30 including tax
(2016: EUR 1,105.65) for the account with State
guarantee and relate solely to the auditing of
financial statements.

4.5 Investment income

- (EUR) 2017 2016
Income deriving 96,379.04 100,413.35
from other
investments

TOTAL 96,379.04 100,413.35
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NOTE 5 - ANALYSIS OF THE MOST IMPORTANT ITEMS
FOR THE ACCOUNT OF THE STATE

2016
-

5.1 Capital and reserves 5.4 Investment income
PROFIT OR
(LOSS) 2017
OFTHE  |ncome deriving
RESERVES FINANCIAL  from other
YEAR  investments 89,068.17 93,075.72
Balance at TOTAL 89,068.17 93,075.72
31.12.2016 4,661,899.53 43,787.94
Appropriation of
results 43,787.94 (43,787.94)
Net result 0.00 44,618.59
Balance at
31.12.2017 4,705,687.47 44,618.59

5.2 Information related to premiums, claims,
operating expenses and reinsurance.

2017 2016
Gross written 23,050.00 12,400.00
premiums:
« of which in direct 23,050.00 12,400.00
insurance
» of which in 0.00 0.00
coinsurance
Gross earned 25,527.75 10,458.78
premiums, net of
reinsurance
Administrative (69,977.33) (59,746.56)

expenses

5.3 Administrative expenses

According to article 11 of the Grand-Ducal
Regulation of 27 July 1997, ODL reimbursed
EUR 28,748.74 (2016: EUR 30,282.73) to the
Chamber of Commerce for staff costs.

The fees of the audit company included in
operating expenses as per 31 December 2017
are prorated to EUR 1,106.30 including tax
(2016: EUR 1,103.65) for the account with State
guarantee and relate solely to the auditing of
financial statements.
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2. FINANCIAL SUPPORT
FOR EXPORTS

BALANCE SHEET
AS AT 31.12.2017 AND 31.12.2016 IN EUR

ASSETS NOTE 31.12.2017 31.12.2016 -

CURRENT ASSETS

Assets held at a bank

Current bank accounts

« current accounts 3,762,407.34 5,969,027.84

Prepayment and accrued income

« Accruals and deferred income 0.00 1,639.34

TOTAL ASSETS 3,762,407.34 5,970,667.18
NOTE 31.12.2017 31.12.2016 -

EQUITY AND LIABILITIES

Capital and reserves

Government allocations

» Government allocations 3 4,693,252.40 6,685,425.21

Provision for commitments

Other provisions

« Provision for financial support granted 1,116,251.05 1,273,044.20
Creditors

+ Costs payable 252,936.34 254,370.58
Final result of the year (2,300,032.45) (2,242,172.81)
TOTAL EQUITY AND LIABILITIES 3,762,407.34 5,970,667.18

Value of repayable advances 416,300.00 416,300.00




‘= |Il. FINANCIAL STATEMENTS | 2. FINANCIAL SUPPORT FOR EXPORTS | P.45

PROFIT AND LOSS ACCOUNT
AS AT 31.12.2017 AND 31.12.2016 IN EUR

31.12.2017 31.12.2016
CHARGES (2,300,032.45) (2,244,353.40)
Financial support provided
Financial support for trade fairs (1,859,355.51) (1,856,51575)
Costs of research or advisory costs (25,514.63) (97,678.57)
Design costs (106,869.46) (59,811.68)
Promotion costs (advertising) (144,166.44) (130,327.08)
Registration/Certification (23,376.42) (8,773.96)
Interest make-up scheme 0.00 0.00
Opening of representation offices (82,500.00) (48,030.85)
(2,191,782.46) (2,001,137.89)
Other external charges
Property leases (55,722.37) (38,895.94)
Administrative expenses (87,540.53) (43,173.87)
Travel expenses (4,423.35) (5,59429)’
Bank fees and commissions (113.70) (69.60)
(97,799.95) (87,733.70)
Personnel costs
Gross salaries (155,243.19) (183,526.78)
Directors’ fees (12,000.00) (12,000.00)
(167,243.19) (175,526.78)
Other operating costs
Change in the other provisions (Provision for financial support granted) 156,793.15 20,044.97
156,793.15 20,044.97
INCOME 0.00 2,180.59
Other income and interest
Interest on financial accounts 0.00 2,180.59
FINAL RESULT OF THE YEAR (2,300,032.45) (2,242,172.81)
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NOTES TO THE FINANCIAL STATEMENTS
AS PER DECEMBER 31, 2017 (EXPRESSED IN EUR)

NOTE 1 - GENERAL INFORMATION

The « Comité pour la promotion des expor-
tations Luxembourgeoises » (hereinafter

« COPEL ») has been created by a coopera-
tion agreement of 28 April 2002 between the
Office du Ducroire (hereinafter « ODL ») and the
Government. The COPEL is attached to ODL
as a subcommittee. In its monthly meeting the
COPEL assess the applications for financial
support and propose decisions to the Commit-
tee of ODL.

The COPEL ascertains whether the Luxem-
bourg company and the underlying project fulfil
the eligibility requirements and qualify for the
financial support requested.

The COPEL also ensures that the proposed
grant complies with EU competition rules and
OECD rules governing officially supported ex-
port credit and related credit aid.

NOTE 2 - SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The financial statements are presented in
euros (EUR).

2.1 Assets held at a bank

The assets held at a bank are presented at
nominal value.

2.2 Government allocation

Pursuant to the Cooperation Agreement of
19 April 2002, the Government allocations
are granted to COPEL within the limits of the
budget appropriations. These allocations are
used exclusively for the financial support for
exports activity.

2.3 Other provisions

Other provisions correspond to financial sup-
port granted (letter of commitment) but not
yet paid. These commitments are presented at
nominal value.

2.4 Creditors

The costs payable are valued at the nominal
value and are due during the next year.
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NOTE 3 - GOVERNMENT ALLOCATIONS

GOVERNMENT FINAL RESULT

ALLOCATIONS OF THE YEAR TOTAL
Balance at 31.12.2016 6,685,425.21 (2,242,172.81) 4,443,252,40
Movements during the year 250,000.00 0.00 250,000.00
Allocation of the balance (2,242,172.81) 2,242,172.81 0.00
Balance for the year 0.00 (2,300,032.45) (2,300,032.45)
Balance at 31.12.2016 4,693,252.40 (2,300,032.45) 2,393,218.95

NOTE 4 - OFF BALANCE SHEET COMMITMENTS

At the closing date, there are no off-balance sheet commitments.
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3. AUDITOR'S REPORT

REPORT OF THE REVISEUR
D'ENTREPRISES AGREE

To the Finance Minister

To the President of the Comité du Ducroire
And to the members of the Comité du Ducroire
OFFICE DU DUCROIRE

14, rue Erasme

L-1468 LUXEMBOURG

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Opinion
- We have audited the financial statements of Office du Ducroire (the "Compa-
ny”) for the financial year ending 31 December 2017, which comprise:

+ A separate balance sheet and a profit and loss account for each activity de-
scribed in Article 2, paragraphs 1), 2) and 3) of the law of 24 July 1895 ;

- Notes to the financial statements, which comprise a summary of significant
accounting policies and other explanatory information ;

+ The balance sheet as at 31 December 2017, and the profit and loss account for
the year then ended, and a summary of significant accounting policies and oth-
er explanatory information for the “Comité pour la Promotion des Exportations
Luxembourgeoises” as described in the Article 6 of the convention between the
Luxembourg Government and the Office du Ducroire dated 29 April 2002.

In our opinion, the accompanying financial statements give a true and fair view of
the financial position of the Company as at 31 December 2017, and of the results
of its operations for the year then ended in accordance with Luxembourg legal
and regulatory requirements relating to the preparation and presentation of the
financial statements.

Basis for Opinion

We conducted our audit in accordance with the Law of 23 July 2016 on the audit
profession (Law of 23 July 2016) and with International Standards on Auditing
(ISAs) as adopted for Luxembourg by the “Commission de Surveillance du Sec-
teur Financier” (CSSF). Our responsibilities under those Law and standards are
further described in the « Responsibilities of “réviseur d'entreprises agree” for the
Audit of the Financial Statements » section of our report. We are also independ-
ent of the Company in accordance with the International Ethics Standards Board
for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) as
adopted for Luxembourg by the CSSF together with the ethical requirements that
are relevant to our audit of the financial statements, and have fulfilled our other
ethical responsibilities under those ethical requirements. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Responsibilities of the Comité du Ducroire and Those Charged with Governance
for the Financial Statements

The Comité du Ducroire is responsible for the preparation and fair presentation
of these financial statements in accordance with Luxembourg legal and regula-
tory requirements relating to the preparation and presentation of the financial
statements, and for such internal control as the Comité du Ducroire determines
is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.
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In preparing the financial statements, the Comité du Ducroire is responsible for
assessing the Company’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis of
accounting unless the Comité du Ducroire either intends to liquidate the Compa-
ny or to cease operations, or has no realistic alternative but to do so.

Responsibilities of the “réviseur d'entreprises agréé” for the Audit of the Finan-
cial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue a report of “réviseur d'entreprises agréé” that in-
cludes our opinion. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with the Law dated 23 July
2016 and with ISAs as adopted for Luxembourg by the CSSF will always detect

a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with the Law dated 23 July 2016 and with ISAs
as adopted for Luxembourg by the CSSF, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

+ Identify and assess the risks of material misstatement of the financial state-
ments, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and ap-
propriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

- Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Company'’s
internal control.

- Evaluate the appropriateness of accounting policies used and the reasonable-
ness of accounting estimates and related disclosures made by the Comite du
Ducroire.

- Conclude on the appropriateness of Comité du Ducroire’s use of the going con-
cern basis of accounting and, based on the audit evidence obtained, whether
a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw atten-
tion in our report of “réviseur d’entreprises agrée” to the related disclosures in
the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the
date of our report of "réviseur d'entreprises agree’. However, future events or
conditions may cause the Company to cease to continue as a going concern.

- Evaluate the overall presentation, structure and content of the financial state-
ments, including the disclosures, and whether the financial statements rep-
resent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our
audit.

Luxembourg, S July 2018
For MAZARS LUXEMBOURG,
Cabinet de révision agréeé
10A, rue Henri M. Schnadt
L-2530 LUXEMBOURG

Amir CHAKROUN
Réviseur d'entreprises agrée
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CORPORATE & SOCIAL
RESPONSIBILITY

ENVIRONMENTAL
AND SOCIAL DUE DILIGENCE

Projects in the industrial sector have often con-
sequences for the importing country’s inhabit-
ants and the environment. In order to prevent
and mitigate adverse environmental and social
impacts of projects, ODL complies with the
OECD guidelines on environmental and social
due diligence for export credits.

Therefore, ODL undertakes appropriate
environmental and social reviews and assess-
ments for those projects. All projects for which
ODL receives an application and for which the
contractual amount exceeds 10 million SDR,

or which are located in an environmentally
sensitive areaq, are classified according to their
potential environmental and social impact. If
the project has the potential to have significant
adverse environmental and/or social impacts,
which are diverse, irreversible or unprecedent-
ed itis classified in category A. If its potential
impacts are less adverse, the project is classi-
fied as category B and in category Cifit has a
minimal or no potentially adverse environmen-
tal and/or social impact.

ODL requires an Environmental and Social
Impact Assessment (ESIA) to be carried out for
all projects classified in category A. ODL verifies
whether the ESIA is complete and impartial and,
if necessary, calls on external environmentall
experts when assessing the quality of the ESIA.

The category B projects for which there is no
ESIA are compared to general standards of the
International Finance Corporation (IFC) and
the sectoral IFC health and safety standards. If
the project does not fit into the IFC standards,
any other internationally recognized stand-
ards, such as European Union standards, may
be used. Based on the IFC standards or the
European directive, mitigating measures will be
agreed upon with the exporter.

All A and B projects and their ESIAs are pub-
lished on ODL's website.

COMBATING BRIBERY

Under the terms of the OECD Convention on
Combating Bribery, signed on 21 November
1997, Luxembourg has taken measures to
criminalise acts involving bribery of foreign
public officials, transposing the provisions of the
Convention to Luxembourg law in the form of
the Law of 15 December 2001.

The insurance application form therefore in-
forms the policyholder of current legislation and
requires an anti-bribery declaration, as defined
under the OECD Convention.

To strengthen measures to combat bribery of
foreign public officials, OECD members adopt-
ed a recommendation (OECD Recommenda-
tion on Bribery and Officially Supported Export
Credits) on 14 December 2006.
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The procedure is two-fold:

« Anti-bribery declaration:
With each application of cover, the export-
ers and banks, must submit an anti-bribery
declaration in which they declare that the
commercial and/or financial contract was not
or will not be concluded due to criminal acts
on the part of any of its employees or anyone
acting on its behalf. In addition they declare
that neither the policyholder nor any person
acting on his behalf is included on debar-
ment lists accessible to the public and have
not been prosecuted before a national court
or, in the course of the five years preceding
the application, been convicted by a national
court or subject to equivalent national ad-
ministrative measures for breach of the laws
designed to combat bribery of foreign public
officials in any country whatsoever.

» Due diligence:
If there should be any indication from the
declaration or from other sources that brib-
ery may have been involved, further inves-
tigation will be made by ODL. This focuses
on the one hand on the internal measures,
processes and structures put in place by the
policyholder to prevent and combat bribery.
On the other hand sales agents involved in
the deal as well as commission and remuner-
ation payments will be examined. If there are
indications of bribery, the Secretariat will re-
port these to the Committee who will decide
what measures need to be taken.

SUSTAINABLE LENDING

ODL undertakes to promote only lending to Low
Income Countries that supports a borrowing
country’s economic and social progress without
endangering its financial future and long-term
development prospects. In consequence, such
lending should, inter alia, generate net positive
economic returns, foster sustainable develop-
ment by avoiding unproductive expenditures,
preserve debt sustainability and support good
governance and transparency.
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