Terms and conditions of
payment

Information, V2.0

Regulations
The regulations for the granting of public-sector export credits are essentially defined by two inter-

national bodies, the Berne Union (BU)' and the Organisation for Economic Co-operation and De-
velopment (OECD)?.

Berne Union:

The Berne Union, an organisation of currently 51 public and private- sector providers of export credit
and investment insurance from 40 countries, is primarily dedicated to promoting sound practices in
the insurance of export credits and foreign investment. In its "general understanding”, the BU sets
out the provisions applicable to business transactions with repayment terms of under 2 years. Per-
missible terms and conditions of payment for goods/services depend on the category (type of
goods or services) or sector to which these products are assigned.

OECD:

The OECD Export Credit Arrangement sets out the terms and conditions for officially supported
export credits with a repayment term of two years and more. The Arrangement aims to counteract
distortions in competition arising from the application of different insurance practices in connection
with international export credits. The consensus regulations, like the starting date of the credit, the
repayment terms and maximum repayment period are also related to special sectors (sector un-
derstandings).

As a member of these organisations, SERV undertakes to observe these guiding principles. SERV
must notify the other members of any decision to depart from these principles. In the context of a
specific business transaction, a member is permitted to adapt or "match" the payment terms of
another export credit insurer.

In the list of permissible terms and conditions of payment shown below, a distinction is drawn be-
tween general terms and special payment terms applicable to certain types of goods, services and
sectors for which departure from the accepted principles is allowed:

General payment terms

Advance payment: Credit < 2 years:No advance payment necessary
Credit = 2 years: Advance and interim payments of at least 15%

Financing of local costs: Not exceeding 30 % of the value of the export order (not including local
costs), i.e. approximately 23 % of the total value of the order.

Maximum repayment  Importing country Consensus Category | * = 5 years*
period: Importing country Consensus Category I1° = 10 years

" http://www.berneunion.org.uk

2 http://www.oecd.org

3 no recipients of World Bank credits (per capita GNI in 2000 in excess of USD 5225)
“or 8.5 years if advance notification given to OECD

5 all countries not included in Cat. |
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Special terms and conditions

Product Definition Starting Point Max. Repayment period | Instalments
Raw materials and semi- | Materials in natural or Not later than the actual 6 months No requirements
finished goods original condition prior to | date of acceptance or the

treatment, or in unfinished | weighted mean date of

condition prior to further acceptance of the goods

processing.
Consumer goods (incl. Consumer goods with a Not later than the actual 6 months No requirements

related services)

short economic life in-
tended for end users, and
services for consumers.
These are mainly goods
for personal use, even if
they are purchased by
retail or industrial compa-
nies.

date of acceptance or the
weighted mean date of
acceptance of the
goods/services

Parts and components
(incl. related services)

Finished goods for incor-
poration into quasi-capital
goods or capital goods.
These goods are not
modified further, but built
into finished goods or
used in the production
process themselves.

Not later than the actual
date of acceptance or the
weighted mean date of
acceptance of the goods

Normally 6 months; in
exceptional cases, up to 5
years if justified by the
lifespan and high unit
price of the component in
question.

Credit < 1 year:

no requirements

Credit > 1 year: Repay-
ment of principle in equal
instalments at regular
intervals of max. 6
months.

Quasi-capital goods (incl.
related services)

Machinery or equipment,
generally of relatively low
unit value, intended for
use in an industrial proc-
ess or for productive or
commercial use. Applies
also to vehicles for indus-
trial, agricultural or com-
mercial use.

Not later than the actual
date of acceptance or the
weighted mean date of
acceptance of the goods;
or the commissioning, if
the exporter is responsible
for this

Up to 5 years, depending
on the value of the con-
tract:

3 years:

max. CHF 250,000

4 years:

max. CHF 500,000

5 years:

more than CHF 500,000

Credit < 1 year:

no requirements

Credit > 1 year: Repay-
ment of principle in equal
instalments at regular
intervals of max. 6
months.

Capital goods and project
services

for significant parts of a
plant, see also Complete
plants or factories

Machinery and equipment
of high unit value intended
for use in an industrial
process or for productive
or commercial use.

As stated in the section
entitled Starting Point
below

a-c

5 years or more, depend-
ing on the value of the
contract

Credit < 1 year:

no requirements

Credit > 1 year: Repay-
ment of principle in equal
instalments at regular
intervals of max. 6
months.

Complete plants or facto-
ries

Complete production
plants of high value
involving the comprehen-
sive use of capital goods.

gemass untenstehendem
Kapitel Starting Point
b-e

5 years or more. If an
exporter tenders for part
of a project, the repay-
ment period applicable to
the project as a whole is
permissible.

Credit < 1 year:

no requirements

Credit > 1 year: Repay-
ment of principle in equal
instalments at regular
intervals of max. 6
months.
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Starting point (start of repayment period) for Capital goods and project services, and Com-

plete facilities:

a) In the case of a contract for the sale of capital goods consisting of individual items usable in
themselves (e.g. locomotives), the latest starting point is the actual date on which the buyer
takes physical possession of the goods, or the weighted mean date on which the buyer takes
physical possession of these goods.

b) In the case of a contract for the sale of capital equipment for complete plants or factories where
the supplier has no responsibility for commissioning, the latest starting point is the date on which
the buyer takes physical possession of the entire equipment (excluding spare parts) supplied
under the contract.

¢) In the case of construction contracts where the contractor has no responsibility for commission-
ing, the latest starting point is the date on which construction is complete.

d) In the case of contracts where the supplier or contractor has a contractual responsibility for
commissioning, the latest starting point is the date on which the supplier or contractor completes
installation, construction, and preliminary testing to ensure that the plant is ready for operation.
This applies whether or not it is handed over to the buyer at that time in accordance with the
terms of the contract and irrespective of any continuing commitment which the supplier or con-
tractor may have (e.g. for guaranteeing its effective functioning or training local personnel).

e) In the cases detailed under sections b—d above, where a contract involves the separate execu-
tion of individual parts of a project, the date of the latest starting point is the date of the starting
point for each separate part, or the mean date of those starting points. In cases where the sup-
plier has a contract not for the entire project but for a major part of it, the starting point may be
that date deemed to be most appropriate to the project as a whole.

Starting point for services

For services, the latest starting point of the credit is the date of submission of the invoices to the
client or the acceptance of the services by the client. Services may be rendered over a longer pe-
riod of time, during which invoices are submitted at regular intervals. In the case of service con-
tracts where the supplier is responsible for commissioning, the latest starting point is the date of
commissioning.
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Maximum repayment periods for special sectors ("Sector Understandings"):

Terms:

Breeding animals

Buses and chassis

Container vehicles and

tractor trailers

Agricultural seeds

Paper/pulps and wood

Fertiliser, insecticides,
pesticides and fungicides

On-highway lorries and
chassis

Conventionally fired
power plants (coal, gas
and steam)

Nuclear and hydroelectric
power plants, and
renewable forms of
energy

Normal repayment period of 180 days. Longer periods possible for cattle

herds, depending on the contract value.

Max. repayment period of 5 years from delivery, with 15% payable at or

prior to delivery

Max. repayment period of 5 years as of delivery, with 15% payable at or

prior to delivery
Max. 360 days from delivery
Max. 180 days from delivery

Max. 12 months from delivery

Max. repayment period of 5 years from delivery, with 15% payable at or

prior to delivery

Max. repayment period of 12 years

Max. repayment period of 15 years as from Starting Point, irrespective of

country category (see above)
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