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" ANNUAL STATUS REPORT BY THE COMMISSION ON THE GUARANTEE FUND AND ITS
- - MANAGEMENT IN 1995

1. LEGALBASES

Council Regulanoh (EC, Emtom) No 2728/94 of 31 October 1994 set up a Guarantee Fund
for external actions to repay the Community’s creditors in the event of default by beneﬂclane
of loans granted or guaranteed by the Community.

In accordance with Article 6 of the Regulation the Commission entrusted financi
management of the Fund to the European Investment Bank (EIB) under an agreement sign
between the Community and the EIB on 23 November 1994 in Brussels an
25 November 1994 in Luxembourg.

Under -Amde ‘8.2 .of the agreement, by 1March each year the Bank must send th
Commission a status report on the Fund and its management, the revenue and expenditur,
account and the financial statement for the Fund for the preoedmg year. An extract from ¢
'second report, covering 1995, isin Annex II.

In addition, Amde 7 of the Regulauon estabhshmg the Fund requires the Commission to se
the European Pm'hament, the Council and the Court of Auditors a report on the situation gf
the Fund and its management for each financial year by 31 March of the following year.

2. POSI.TION OF THE FUND AT 31 DECEMBER 1995

At the close of the 1995 financial year, the Fund totalled ECU 300 847 830.50. This is t
sum, since the Fund was established, of all budget payments (ECU 544 470 000), yearly n
results (ECU 23 819 84285) and late payments from non-member countri

(ECU 35 630 568.55), minus calls on the Fund's resources (ECU 303 072 580. 90). |

The total amount of the Fund's assets at the close of the firiancial year appea:s on the asse}s
side of the consolidated balance sheet as. ECU 574 036 593.68, which breaks down info
ECU 254 000 000 in deposits, ECU 44 444 219.76 on current account, ECU 2 403 610.74 |n
receivables from credit institutions (interest accrued at 31 December 1995 and not paid) and
ECU 273 188 763.18 in receivables from the recipients of loans granted or guaranteed by the
Community, including ECU 26744201235 in principal and interest due
ECU 5 746 750.83 in default interest not received at 31 December 1995,
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"Arude3ofﬂwRegu}aﬁonmbhmmatthunqumthuthemumdtheFundmm
: mchmapmpdueievel(mammm)setatlw‘ofﬂwwm capltnlhabilib,es
ansmgﬁ‘omeachopmuon, plus unpmd mtetut due. . '

* Qutstanding borrowing/lending opdanohsfornon—manberoomesplusunpmdm due
totalled ECU S 882 million at 31 December 1995, ofwhlchECU?;l mxlhonwas aecounted for
by unpa:d mterest . '

ThemnobetwemtheFmd’smommdoutmxﬂmgwmulﬁabalmwmﬂmthemmng _
of the Regulation was 5.1%. Smoeﬂﬁstslowermanﬂletargetmwthoflo%,thmwasno }
_surplus to be paid back to the general budget of the Connnumtm, asprovndedformthethxrd

paragraphofAJﬂcle3oftheRegulanon : o R

There was also no need to review -the prows:omng mo, as’ prdwded in Artlcle 4 cf the
Regulatin. - . oy

The follomng sectmns descnhe develolaments aﬂ'om%g the I-‘und’s resow'ces and habnhtxes in-
1995. ‘ .
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-3 PAYMENTSINTOTHEFUND S R -

e R

- (a) fﬂyments from the general budget

Articles 2 and 4 ofthe Regulatlon estabhstungtheFund shpulate that it § is to be endowed by
* payments from the general budget equivalent to 14% of the capital value of loan-and loan

- '_guaranteeoperauonsumilﬂlemgetamoumlsmched Under Article 5 the provisioning rate

nsestols%forneweperauenstftheFundsmmfaﬂbduwﬁ%ofthemgetamount '
asamultofgummeeabemgactmtedtoooveunydafa\ﬂt. .

ThelegalbasesfortheprowsmnmgamngemmmdumbedmAnmxI

The Council Declsaon of 31 October 1994 concerning budgetary discipline wthenzed the
entrymthegeneralbudgetofamerveforloanmdloanguamneeopemhons.Thxsntem,

which was afiocated provisional appropriations of ECU 323 million in 1995, is intended to -

mdowtheFundbymnsfwﬁngmntsmothewgetmforpaymemmmeFund :

-On these ‘legal bases three transfers totsilmg ECU250750000 were ads)pted by the L
budgetary authantym 1995 to endow theGum'ameeFunﬁ S

- Transfer 2/95 ECU 190 750000

Thsﬁrsttmnsfaatthebegunnngofﬂleywwasforpaymenumthemndmder
the Council Decisions of 15 February 1993, 19 July 1993,".13 December 1993, o
24 January 1994 and 21 March 1994, macoordancemththemngementsset out in

, .theAnnextotheRegulatJonestabhslungtheFund(seeArmexI) L .



- Trmsfer 17[95 ECU30000000

This second ‘transfer was for payments into the Fund in respect of loan operatio:
adopted by the Council on IOApnland llune 1995. Thedeclsaonscoveredby i
transfeurehstedmAnnexL

- Transfa' 47/95 ECU 30 000 000

This third trmsfer was for payments into, the Fund in respect of loan operatio
adopted by the Council on 23 October 1995, The decision covered by this transfer
listed in Annex . .

~ The three paymmts into the Fund were made on 12 Apnl 11 August and 29 December 1995
‘mpectlvely ‘

®) Interest fronl financial lnvutment of the Fund’s Ilquld assets’

The Fund’s hqmd assets are mvested in accordance with the management principles laid dov.?n
in the Annex to the CommumtylEIB Agreement.

1

These principles state that during the Fund’s first years of operation it will be treated as |a
money-market investment fund dealing solely in short-term instruments up to one ye
provided that the total amount invested does not exceed ECU 300 million. As the amount ¢f
the Fuiid exceeded this ECU 300 million threshold in 1995, the Commission agreed with th
EIB to amend the investment principles early in-1996. ‘

-

o

- The list of banks 'auth_orized to receive deposits is agreed by the Commission and the EIB. The
original list was revised during 1995 in the light of the latest changes in bank ratings. Most f

. the banks are members of the ecu clearance system. They all have a Moody’s rating of at |

A1 for long-term investments and P1 for short-term ones and investments made with them afe

' govanedbymlestoensure a good spread and avoadnskexpomre

In 1995 interest on the Guarantee Fund’s deposnts and current account totalled
ECU 23 539 827 79, broken downast‘ollows :

- deposits: ECU 23 189 444.30. This represents accrued interest at 31 Decemnber 199§ -
interest being paid not when the accounts are closed, but when investments matur
minus interest for 1994 paid in 1995.

m{mm ECU 350 383.49. This compnses ECU 338 151.72 in interest pn
~ current account balances and ECU 12231.77in mterest on the liaison account.

. 'The interest recewed is entered in the results for the financial year.




o (c) Reeovery from del'anlting debton

.AnylaterepaymentsbydeﬁulungoounmesonoperamnswheretheFundhashonouredthe- -
guarantes are paid into the Fund. Theamountreeovsedml%StotaﬁedBCU‘.iS&OS&ss. '

(seepothIZofAnnexlI)

| 4, THE FUND’& LIABIL!TIES
(a) Default payments

The Fund’s guarantee was called in. o ten occasions in 1995 mvol\nng 8 total of
ECU 303 072 58090(seepomt212ofArmexII) . _ |

: (b) EIB remuneratlon

Artlcle 6 of the management agreement between the Commnsslon and the EIB sets- an annual

commission of 0.125% calculated .on the basis of the Fund’s average monthly balances. The
figure is to be reviewed at the end of any year in which the Fund’s liquid assets reach ECU
300 million and rio later than three years following the daté of the first payment into the Fund,
talonguﬂoaecountsuchtlnngsasthegrowﬂwftheFunduenmes o

theFund had reached ECU3001mlhon at the end of 1995, the EIB's remuneration was -

reviewed. Taking into account the Bank's experience of . the workload involved in  its
-mnagmmuwudemdedbywmonwmbemmnﬁwﬁmkmdthe&nmmn

that the annual commission should be reduced to 0.05% and that this rate should be apphed

retrospectively.

In 1995 meremunmon_pmdtothenaﬂ:was:acum 44418,wmehasenteredmthe' |

' proﬁt and loss account.
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TheAtmmtotheRegulaumoonwmngmsmforpaMmduﬂmemtee

Fund, stipulates that for borrowing/lending operations or guarantees to financial bodies

under a framework facility spread over several years and with & micro-economic and
-structural purpose, payments will be made in annual tranches calculated on the basis of the
-annual amounts indicated in the financial statement attached to the Commission. proposal,
adapted, wbeteappmpnate, in the llghtoftheCounctl demsnon .

_Inthecaseofotherborromngllendmgoperanmsmhasbalmoeofpaymmtslomto~

non-member countries, irrespective of whether they are made in one or more than one

hmcha,ﬂtemmumbepmdmotbemndwﬂibecdmmadmthewoﬁhem'

~amount for the operat:on decided on by the Counul
’ Four;trand'ers_wer,e-made-_und_er this procedure.m 1995. _

1. chmmﬂscomnnmmmnms

CmmcnlDacmonoflSFebmuylMaﬂmgonﬂwElBtombmfor'

pmofqummnmmmnmmmme
Commtyhuwow&mwmwmaﬁxedeﬂhgofﬁwmmm
ayearforapmodofthreeyeam : .

GoundlDwswnofBDeeemb« 1993rmewingtheCnmnmzygmmterf-..
EIBbmmthewunmesomealuﬂEasthumpe,wnhaeeihngofECU3 U

b:lhonoverthreeyears ‘ _
.- Asmrtoftheﬁnanmlcoopuaﬂonwﬂhthemduumunmmes

CouncdDmonoleluly l993forlﬂve-ymloanofECU150mi’llm |

fortheRepubhcofSIovemg,

Cmmmlbmmofﬁlmuuylmforam-ywlomof
ECUllSmﬂhonforSyn& '

CounalDemmononlMutth%qnpowmngﬂwCommonweomm’ |
~ Evratom Joans to contribute to financing improvements in the safety and efficiency

levdsofﬂwenuclwcapamtyofoeﬂammcmmtnesﬁraulmwntof
. ECUIIOOmd]mn o . .

7...‘ Sl e L :f..-.N.'_' -



Ve
2. DECISIONS COVERED BY TRANSFER 17/95

- Counil Decision of 1 June 1995 granting a Community guarantee for EIB loans in
.~ South Africa, with acethngofECUBOOnulhon avertwoyemﬁ'omthedate of
the Decision.

- Council Declsxon of 10 April 1995 concérning the grantmg of. macroﬁnanclal atd '
~ of ECU 75 million to Belarus for ten years.
3. DECISION COVERED BY TRANSFER 47/95

- Couna‘l Decasmn of 23 October 1995 provxdmg further macrofinancial assistance
of ECU 200 rmlhon to Ukraine for ten years '




E]B S‘PATUS,REPORTONTEEFUNDANDHSMANAW

mmmmmmmcmmmam .

- AT31 DECEMBER 1995

L BAs:chccoummcl'Rmcans B

TheFund’shqmdassetsaremmugedonbehalfoftheComnﬂlyatmownnsk"

' (Atttcle 1 of the Agreement) in acoordance with the following principles:
The Fund operates ina smgle\wrrency the ecu.

-Theavmlableﬁmdsaremanagedsoastoenmmadegmeothu&dnymdmpld'

'mob:hzat:onmwewoftheconnmunentswluchtheFundmaybeulledontomeet

leﬁmdsmmvestedmmsh‘umenumdcmmtapmsmwcmﬂmoewnhthemam‘

mwnaasapphedbytheElB

2. mFUNn’s-REsouncns
-2.1 The Fund’s account

'TwomymmtswmmademtoﬂneFundsacooumatthemdoflm andonl.'lamary .

1995 the Fund’s assets stood at ECU 293.9 million. ‘A third payment ~ — of ECU 190.75

~ miltion ~ was made on 12 April, & fourth — of ECU 30 million ~ onllAugustandaﬁﬁh

-alsoofECU30nullmn on29December 1995

TheFundStotalassetsat3lDeem1berl995wereBCUZ984nnlhon,mth
\ECU254nnntonmvestedmshontemdepommd444nﬂhmonmwmt

s R AL e



From 1 January the Fund’s guarantee was called in‘forato't'al ofECU 303 million:

[ DATE OFPAYMENT AMOTINT -
11011995 5297 222.0
20/01/1995 4623 981.98
30/01/1995 53 636 023
| 28/02/1995 2 343 806.01
12/04/1995 - 2 181 421.01
24/05/1995 6 082 283.85
20/07/1995 3 967 469.8
11/10/1995 8 614 739.6
17/10/1995 2346 828.8
21/11/1995 213 978 803 84
_TOTAL 303 072 580,90
212. R eéovegy from defaulting debtors
Payments by defaulting debtors resulted in the recovery of ECU 35. 6 millions.
nmz OF RECOVERY AMOLINT
08/03/1995 704 696.00
20/03/1995 " 31 925 800.00)
15/05/1995 1 353 505.45
01/03/1995 150.6
20/03/1995 4573
 13/04/1995 18 193.05
28/04/1995 776 03313 -
08/06/1995 75.
- 15/11/1995 851 657.95
" TOTAL . 35 630 568.55

2.13.  The net balance of operations amounted to ECU 267.4 million.

2.2. Operating result

The net result in 1995 amounted to ECU 23.3 million, compared with ECU 0.5 million in

1994,

. 2.3. Remuneration

Article 6 of the Agreement between the Commission and the EIBsets the Bank’s
remuneration at 0.125% of the Fund’s assets and provides that the figure is to be
reviewed at the end of any year in whxch the Fund’s liquid assets exceed ECU 300 million,




L ® -Smeethel’undshquldasmmcmdBCU%Omﬂhondunnng% tleankandthe”
'{_"”_',Cosmussondemdedtoreducethemteofmmto 0.05% retr i o
" December - 1994toDeeember 1995 TheBmk’s rununmontlm came to.l .
__*F.CUGIM:mﬁIm - | . sy S

_' 3 Arm.'msor mvzsrmmmnmmmc 1995

3.1. Yield and performance

.Invesunentsweremadeonthebesttetmsavaﬂablesubjecttoﬂwcredltcrltena,the' -
. averagey:eldwasﬂz%,mothqwordsZTpou@slnghertlmntheone-monthLibldrate_” '

~ over the'same penod
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32. Average capital (milhon ecus) invested with banks in: 1995 by counlry, for a

-6

total of ECU. 373.2 -illion
AVERAGE CAPITAL SITUATION AT 31.12.1685
, (mlllion) : (million)
| comany: 27 .
- 127 45.0
354 ~45.0
| Austria: 0.4 -
-Belglum:- " 25 -
, o 478 200
113 10,0
4.1 30.0
855 ~—60.0
| Denmark : 12.0 240
. . 4,2 ' a
16.2 240
- France: 354 -
- 138 .
111.2 700
160.2 70.0
- Luxembourg: 17.6 20.0
43 -
219 20.0
- Netherlands: 533 35.0
- United Kingdom: 76 -
o ‘37 -
1.3 -
ToTAL EEY) 7540

L
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- .3.3 ‘Geographical distribution end-of-month invettment position (millmn ecus)

(seeAnnexI) | _

COUNTRY  Jan 95 Feb 95, ---Mi;rfss : Apres May 95 Jun 9.5' Jul 95 Aug 05 Sep 95
Germany 000 000 000 000 000 '5350 6350 5350  74.00
Austria -~ 000 1800 1800 1800 . 000 2000 2000 . 2000 . 0.0

~ Belglum T 200 7200 7200 .70.00 4500 2500 6500 9500 ©5.00
Denmark ' - 000 .0.00 _ 000 000 4000 40.00  40.00 4000 40.00

"~ France - 18800 11800 68.00 284.25 - 284.25 25075 13500 13500 135.00

" Luxembourg  .20.00° 2000 2000 2000 ' 20.00 000 2000 4000 4000
Netherlands 000 000 8350 6000 5500 5500 8500 6500 6500

UK ___ 000 000 000 000 000 000 ' 3000 3000 30.00
[TOTAL -~ 23000 22800 261.50 45225 444.25 44425 44850 478.50 470.00
COUNTRY | octes Nov 95 Déc 85
Germany 104,00 45.00 "~ 4500
Austria 10.00 0.00 - 0.60
Belgium 90.00 . 65.00 © 60.00
Denmark 40.00 24,00 © 24,00
France 110.00 . 65.00 70.00
Luxembourg " 40,00 .7 20.00 120.00
Netherlands 60.00 35,00 35.00.
UK 2500 0.00 __0D0 -
TOTAL L 469.00° 25400 . - - 254,00

.3.4. The geographxcal distribution i is s:gmﬁcantly inﬂuenced by the reeeptlon given
by banks to placements on the money markets

| Some banks cantiot offer competitive retums on proposed mvestments by the Fund

' .elther because they are not mbereeted in ‘ecu: depos1ts or because of the Fund's non-
- banking status, ‘

In order to- achieve a wider geographxc sprwd of mvestments, the posmblhty of -

extending such activity to banks in the new Member States was also explored and

eontactswerepursuedwxﬂlbankxonmeapprovedhst Inthelastqumerofﬂaeyw :
the list was revised -~ threebankxthatnolongersausﬁedmecntemweretakenoff,

- while two new ones were added (bringing the total to 40).
3.5. The Fund’s coverage -of the mk of defaultmg debtors :

Throughout the year the terms of most deposits were fixed in such a way that the Fund

would be able to meet any potential guarantee operations, bearing in mind the quarterly

scheduling of loans. granted by the Commission. The Fund cannot overdraw its
" accounts and must always be in a position to respond within three months when its
guatantee is called in’ (this is the period of notice between the date when a guaxantee is

called in and when it is actually paid). The number and scalé of the payments made
 over the year as a whole, peaking at 214 million in November, requ_l_red an investment

-



policy principally geared to maintaining a sufficient level of liquidity to mable the
Fund to meet commitments falling due without having td incur the costs entailed. by | -
breahngcontmctsmthbankswhereithadmadeplmmts S

g 3.6. Movement of the Fund’s liquld assets

"'MO_VEM_ENT_OF LIQUID ASS_ET_S IN 1995

50 + ] ' ’
0ttt
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A S wu = 2 = 5 2 < w O Z A
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As the graph'shows; the Fund’s resources passed the ECU 300 million threshold set in

the agreement for altering investment principles. However, for the reasons described at

3.5, it was considered advisable not to invest in fixed-interest securities durmg the
period in question, as th1s would increase the hqu1d1ty and rate risk and rmght result in
capital Tosses.
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Geographical distribution of placements
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POSITION OF THE GUARANTEE FUND AT 31 DECEMBER 1995

NET RESULT

ASSETS 31 December 1995
44 444 219.76°
254 000 000.00
o 296 444 219.76
ACCRUALS 2403 610.74
_ _ 2403610.74
TOTAL QOQ 81: 83g.§g
LIABILITIES 31 December 1995
 GueranteeFund ‘ 277 027 987.85
GUARANTEE FUND .
o - 277 027 987.65
: Carryover from 1994 471 584,52
Result for 1995 23 348 258.33
' 23 819 842.85
TOTAL 200 847 830.50
PROFIT AND LOSS AT 31.12.1995
1. INCOME
. Interest and similar Income 23 189 444.30
Interest on liaison account 12 231.77
Interest on cument account 338 151.72
SUB-TOTAL 23 539 827.79
2. COSTS '
Commissions 191 444.18
Financial charges’ 125.28

£3348258.33
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Cmm;mmmcmmmmrormmmMMAr
‘ 31Dmmm1995 : o \

 the assets side, entitlements of ECU 273 188 763.18 receivable from recipients of loans

- granted or guaranteed by the Commission. Of this figure, ECU 267 442 012.35 is due

for third countries' arrears on the payment of principal and interest and

CAmexm

' "The consolidated financial balance sheet at 31 December 1995 completes the position
of the Guarantee Fund set out in Annex II. The consolidated balance sheet includes, on

ECU 5 746 750.83 for default interest not received at 31 December 1995. This default
mtermhasealcuhtedmhnemthﬂlepamltymmlalddownmﬂiem-‘

oontracts
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CONSOLIDATED FINANCIAL BALANCE SHEET OF THE GUARANTEE FUND AT

31 DECEMBER 1995
ASSETS 31 Docember 1995
o 44 444 219.76
' CURRENT ACCOUNT 254 000 000.00
FIXED-TERM DEPOSITS
- FUND OPERATIONS 267 442 012.35
DEFAULT INTEREST DUE BUT NOT RECEIVED 5 746 750.83
571 632 982.94
jvable:

ACCRUALS 2403 610.74
: 240361074
TOTAL 574036 593.68
LIABILITIES 31 December 1995
PAYMENTS FROM THE BUDGET 544 470 000.00
- DEFAULT INTEREST DUE BUT NOT RECEIVED 5 748 750.83
S 550 216 750,83
- Camyover from 1994 471 584.52
Result for 1995 23 348 258.33
2381984285
TOTAL $14.036 593.68

PROFIT AND LLOSS AT 31.12.1995

]

1. INCOME ' :
Interest and simllar Income 23 189 444.30
Interest on liaison account 12 231.77
Interest on current account 338 151.72
SUB-TOTAL 23 539 827.79

2. COSTS

"~ Commissions 191 444.18
Financial charges. 125.28
NET RESULT

PRETLFECRA)
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