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1.

1.1.

Introduction

Thxs report is submitted to the European Parhamcnt and thc Council in accordancc

with Artlcles 2 and 4 of the above-mentioned COuncﬂ Decision and covers the period from

the beginning of the mandate to 30 June 1998.  As requested in the Council Decision, it

includes-information on “the situation regardmg loans signed and- progress made on nsk
‘ sharmg ' : _

2.

: 2.1.
in:

a)

b)

d)

ggal and mstltltmnal framework .

"[he lega] and mstltutlonal framework of the mandate gwen to the EIB is lald down

Council Declslon 97/256/EC of 14 April 1997 (published in Official Joumal L 102 of
19 April 1997) grantmg a COmmUIllty guarantee to the Bank against losses under loans
for prolects in. the Central and Eastern Europe countries, in the Mediterranean
countries, in the Latin American and Asian countries, and in the Republic of South
Africa. The guarantee is resmcted to. 70% of the aggregdte amount of the credits
opened, plus all related sums. The overall oellmg of the credits opened is cqmvalent to -

"ECU 7 105 million, broken down as follows: '

o Central and Eastern Europe countries (CEEC) . BCU3 520 million.
. Medlterrancan cou.mnes (MED) : ~ ECU2310 millio_n’ ‘

« Asian and Latin Amenc_an oomxt‘rles‘(ALA) ' - ECU 900 million!
. Republic of sauth A.fricar(RSA) R ECU 375 million -

and covers a period of three years beginning on 31 January 1997 for Central and
Eastern Europe, Mediterrancan and Asien and Latin American countries, and on 1 J uly .
1997 for the chubhc of South-Africa, all ‘subject to an automati¢ extension of six
months if, at the end of three years, the loans granted by thc Bank have not attamed the
overall ceilings referred to above;

Decision by the Board of Governors of 6 June 1997 authonsmg the Bank to lend on
the basis of the Council Decision of 14 April 1997; -

Coantract of gutrantee Signed by the Cormmssmn and the EIB on 25 July and 29 July
1997;

Councxl Dec:sion 98!348/CE ef 19 May 1998 (pubhshed in Ofﬁcxal Journal L 155 of

.29 May 1998): grantmg a Community guarantee to the EIB- against lossés under Joans

for prolects in the Former Yugoslav Republic of Macedonia (F YROMY) and amending

" Decision 97/256/EC of 14 Apnl 1997 (see point 2 1 (a) above). The overall ceiling of-

In addluon loans amountmg in total to BCU 122 million in the' ﬁamework of the mteﬂm mandate of ECU 275 miliion for Asia
and Latin America, approved by the Bank's Board of Directors-during the time between the publication of the above-mentioned
Council Decision in the Official Journal {on. 19 Apnl 1997) and 30 Junc 1997, are guaranteed by“thz Commumty under lhe terms
of the Council Declsion )
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_ the credits opened is ECU 150 million, covering a period of three years from 1 January
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Junc 1998 pursuant to the Council Decision of 14 Apeil 1997. The results of the operations -
arc presented scparately for CEEC, MED, ALA and RSA in Annexes | to 4.

32 At 30 kmc 1998, almost half of the duration of the CEEC, MED aaxi ALA lendmg
mm«:m&mma&mmmm? ‘

33. Table I below shows that Jean sipestures at this date represent 49% of the
overall lending ceiling of ECU 7 105m. The Bank is slightly ahead of schedule although
it was unable to sign any loan contracts before the decision by its Board of Govemnes of 6
June 1997 aathorising the Bank to lend on the basis of the Council Decision of Apeil 1997,
The rhythm of loan signatures has slowed down dwing the first semester of 1998. Of the
61 foans granted during the reference period (ECU 3 497.5m i total), only 17, amounting
to ECU 935m, were signed between | Fanuary and 30 June 1998.

34. I account is taken of projects identified or approved but not yet signed, the Bank
imsap;peﬁnswhnchmvasﬁwfuﬂm&mgembpcmdathcweﬂﬁmm :
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Tablc 1 - Leans Signed as st 30.6.1998
Y- _ e g
Region m,_g,'
CEEC 3 520 29 |
MED 2310 26 |
RSA 375 450 2% i 45
TOTAL | 7m5| 3e75) 4% 61 57

35. The sectoral breakdewn in Table 2 below shows that infrastructure (the
Transport, Energy and Telecomsmunications sectors) accounted for more than half of
total lending. The Water and MisceRaneous sector (25% of total lending) absorbed an
untypically high share of the total dusing the period under review, because of the infloence
of exceptional lending for flood dsmage reconstruction in the Czech Republic and Poland.
mmmmdhmhmmoﬁmémgmtheMedmm
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3.6. Financimg projects aimed af envirommental protection and improvemsent is 2
constart pricgity for the EIB. Futhermore, the Bank is careful to take sccomnt of
envirommentat factors in all the projects it appeaises and finances. The granting of any EIB

z Wnﬁgmmmmmwmmiumemmfmwmmm
granicd by the Btk ove sot attained the Reading ceffings mentioned under point 2.1 above:,




loan is conditional - upon compliance with' current environmental standard_é' and - ‘l
1mplementatlon of the most approprlate env1ronmental protectlon measures. -

3.7, 0uts1dc the Umon th¢ EIB also: supports the - Medlterrancan Enwronmental '
, Technical Assistance Programme (METAP), in 000perat10n with the World Bank, the .
- Buropean Commission and the United Nations Development Programime (UNDP); and the-

Baltic Sea Joint Comprehensive Enwronmental Action Programme, under the aegls of the.

Heismkl CommlsSmn ' : . ‘

3 8. Aimost all pl‘O]CCtS financed, in- partlcular in CEEC but also i in othcr reglons, “have -
some enwronmenta! aspect or component .

3.9. The-opermon.s in the CEEC reflect the E:ui'op(i:an Union’s pre-accession strategy.

- With a view to the preparation of the countries concerned for future EU -memibership, the
Barik has, for example, granted significant: loans for Trans-European networks (TENs), -
such as the ECU 165m loan for the Prague—Nuremberg motorway. In ‘addition to its
activities under mandate, the Bank has established a Pre-Accession Facﬂtty for londmg
from its ovm rcsources unthout budgetary guarmtee

3.10. 'E‘hc wctght of global loans (4%), which normally is relatively l'ugh, is qmte low -
because substantial facilities have either bocn put in place — and are still available - in the
framework of the previous mandate or arc_ presently av_vmtmg sxgnamre_.3 Thp global loan
instrument continues to be an essential componmt of the Bmk’_s activity out_sidq the
Table2 - .Sectoral bmkdown ef loans signed as at 30.6.1998

Region | EReTEY | Transport | Telecom Y;;::u& I";Mm '.Globnlth TOTAL .
CEEC | 70! dw | mea] 4ew | 35701e% |25 2% | 177 ) e | ss | an 1 94d " 100%
1297 .100% -
212.3 100%

.
|
|

MED | 389 |30% | 3e0[ 23% | | 345
ALA v 25| 1% | “100)47% | S5

RSA S ‘ e . s 1. » Im
Of which.- + . arana L 3 o,
during 1.1- . B CEN A | T
30698 lﬁo, 17%} .362 L39% s 1 oo

Cooperatlon wuh multllateral and bllateral ﬁnancul mst:tutions

3.11. The Bank cooperates with multllateral and bilateral financial mstxtutlons whenever
possible and ap ) Caatral and Eastern Europe, the Bank continues to cooperate
with: the 2 ank and the EBRD 1t is also actively developing its cooperation with the
PHARE Programme in order to achiévwe Optimum interplay between PHARE’s budgetary
and the Bank’s lending resources. Durmg the period under review, assistance from PHARE
has been significant — it cofinanced 5 projects in the transport sector. In the Mediterranean,
there was substantial cofinancing with multilateral and bilateral financial institutions,
including the World Bank, the IFC and the Islamic Fund, involving 11 projects. Projects in-

3 - The so-called global foans to banks and financial institutions operating on ﬂoml or regionsl level are, in eﬁ‘ect, credit
lines for set amounts and periods. The EIB offers these indirect financing facllmes to supporl the activities of smafler
busincsses and for the development of smaHer-scale Infrastructure. - )
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Asia and Latin America and in South Africa also involved ooﬂnam.mg Detaﬂs of such
cooperation are gwen for each of the geographical regions in the annexes.

Progress towards the risk-sharing objective -

3.12.. The Council Decision invites the Bank "fo.aim to cover the commercial risk on
25% of its lending under this Decision from non-sovereign guarantees to be expanded
.upon whenever possible insofar as the market permits on an individual mandate. basis". In-
his reply to. the letter from the Council inviting the Bank to lend in accordance with the
- Decision, the Bank's' President noted the Council's request regarding risk sharing and
. confirmed that.the Bank would seek to reach an overall level of 25%, while also reiterating
his previous statement to the effect that the Bank could not commit itself to achieving
‘targets for the use of non-sovereign guarantees on an individual mandate basis but would-
nevertheless do its best in this respect

- 3.13. During the reference period, risk sharing in respect of EIB lending pursuant to the
Council Decision reached an- overall total of ECU 817.5m, or 11.5% of the overall
mandate (ECU 7 105m) and 23.4% of lending to date (ECU 3 497.5m). This means that,
at roughty half way through the mandate, the Bank has made progress on reaching the 25%
risk-sharing target on an overall mandate basis As anticipated by the Bank, the 25% risk-
sharing target is unlikely to be reached on an individual mandate basis, although the Bank
has had substantial success in two geographical regions (CEEC and ALA), as shown in
Table 3 below, and prospects for reaching the risk-sharing target in those regions appear to
be good. It is noteworthy that, even in those regions, the availability of the Union guarantee
has proven to be useful. The low level of risk sharing operations in the Mediterranean
countries itlustrates the very nature of the EUROMED Partnership mandate, which calls
for particular assistance to public-sector reform projects with governments or public bodies
as main borrowers. Full details for each region are given in annexes 1 to 4.

Table 3 Loans signed as at 30.6.1998: Risk sharmg/not risk sharing, by region

Mandate . Ceiling o Risk sharmg - Non-rlsksllﬂ'!llg
Region _ :ECUm_ . No. of Ioans ECUm , e:?“:l;_mof loan!l ‘ﬁ- ECTUn
CEEC 3520 1| se4 16.0% 18 1384 39.3%
MED 2310 3 | 66 2.9% 23 1226 | s53.1%
ALA 900
. RSA 375
Tot | oaies |
ST T

1.1-30.6.98




- _ ANNEX1

CElI B'Ién_d_i_:ig activity in Cenfral de Eastern Ehropeah countries
Objectives and pﬁorities |

1. The Bank’s activity in the Central and Eastern European countries is part of the.

wider pre-accession strategy of the European Union and is pursued with a view to .

brmgmg these countries closer together and preparmg them for accession. Loans are used
in order to facilitate and accelerate progress in all sectors normally eligible for. EIB
financing (see Table 2 below) The Bank continues to give priority to integration and to the
adoption of Community regulations, particularly .in terms of extending tramsport,

communications and energy transfer networks, including Trans-European Networks
(TENs), fostering industrial competitiveness and promoting regional development. In
. addition, the Bank promotes environmental aspects whenever possible. It is recalled that,
at the request of the Council, the Bank has set up a substantial Pre-Accession Facility for
lending from its own resources, to help those countries that have apphed for EU
membershlp ‘ ’ : '

“Results and assessment of the operations as‘at 30 June 1998

2 During the reference period, the Bank signed 29 loan contracts in Central and

- Eastern Europe for an aggregate amount of ECU 1 948m. There was a strong concentration
of lendmg in a-few countries: Loans in the Czech Republtc and Poland accounted for more
than half of EIB lending in the region; lending in Romania and the Slovak Repubhc )
accounted for another 30%. The remaining seven countries (Albania, Bulgaria, Estonia,
- Hungary, Latvia, thhuama, Slovema) together accounted for the remalmng 20% (see
Table 1)

Table 1 Geograplucal breakdown of EIB lendmg as at 30 6.1998 '
' - Loans Slg_ed (ECUm) |

. Albania 1 2] %

| Bulgatia 2 100 5.1%
Czech Rep. 4 540 ] 278%
Estonia_ 2 20 | L0%
Hungary 2 95 | a9% ’
Latvia L 20 1.0%

' Lithuania 2 | e | 2%
Poland 5. 465 | 23.9%
Rothania 5 333 | 17.0%
Slovak Rep. 4 262 13.5%
Slovenia B 13 45 - -2.3%

 fotal 29 | 1948 | 1000%

COfwhichduring | 7 | 48 | aamn |
11430698 R S -
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' 3. Tablé 2 below shows that transport (ECU 864m) and telecommunications (ECU

357m) together absorbed more than 60% of total lending. The extension and improvement

~of the transport networks and efficient communications are recognised as basic

prerequisites for economic revitalisation and successful integration into the EU.

Table 2 Breakdown by country and_sector‘of EIB lending in the CEEC

| Country Energy Transport Telecom Water & - Industry &7 Global leans Total loan

Miscellanecus Services _ signatures

ECUm | % [Ecum | % |BCUm ABeum | % [Bcum | % |Bcum | % JEcUm| %
Albania 22 {1000 | | 22 | 100%
Bulgaria 100 | 100.0% 100 | 100%
Czech Rep. 240 | aas9d - 100 [ 185% | 200 { 37.0% 540 | 100%
Estonia 10 so.oq ' i 10 1500% | 20 .1 100%
 Hungary 35 | 36.8% 60 63.2%] ‘ 95 | 100%
Latvia 20 | 100.0% 4 20 | 100%
Lithuania a0 | asasd 7! 1e9% | 1 47 | 100%
Poland 75 | 16.1% ] 225 |asa% | 130 }280% | 35| 7.5% | 465 | 100%
Romania 35 | 105% | 200 | 6o2d a0 | 121% | 47 [142% | © 10 | 3.0% | 332 | 100%
Slovak Rep. : | 97 § 37.0% 165 | 63.0% o ' ) ' 262 | 100%
|stovenia . - 45 | 100.0% o r 45 | 100%
Total 70 | 36% | 864 a44% 357 |18 A __;-zr;s%‘ 1IT 9% 55 msslm | 100%
30.6.98 362 1 75.1% 0] 228%r de | Zi%.} 482 | 100%)

4, Loans in the Water and Miscellaneous sector, in Poland and the Czech Repubilic,
were for emergency flood damage reconstruction in thosescountries. Large industrial
enterprises in Poland and Romania were supported by direct loans (Industry and Services
sector).

5.  Finally, the Ba_nk’s continuing commitment to the energy sector and to SMEs is
demonstrated by the signature of loans to the energy sector in two countries ~ thus

continuing the Bank’s substantial investment in that sector in recent years — and of global

loans in three countne.s

6. With regard to environmental benefits a recent study carried out by the Bank
estimates that some 14% of the overall total cost of EIB projects financed in the CEEC are
devoted to environmental measures. This estimate is based on prudent assumptions
regarding the “fixed share” of environmental content (6.5% in the transport sector, 5% in
the energy sector). In terms of total lending the relevant proportion of environment-related
activity should actually be higher than 14%, since the Bank often directly ﬁnances the
environmental components of projects. For exampie:

e The Katowice Municipal Infrastructure pl‘ﬂject in Poland is fulIy related to
environmental improvement;

o The Flood Damage Reconstruction projects in the Czech Republic and in Poiand
have a significant environmental component;

» The Bucharest District Heating Rehabilitation project will bring mgmﬁcam

environmental benefits; -
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. Transport projects may also bring significant benefits to the environment, particularly
~in the railways sector and in the case of urban .byfpasses, although the primary
objective of such projects is transport; -

o Allocations from the Bank’s global loans sngned dul‘lng the reference perzod' (m
Poland Estonla Romama) may aiso be made for environmental initiatives; '

7. The Bank is taking concrete action to accelerate the development of enwronmental‘

projects in the CEEC and a ndmber of possible projects have been identified. In this
context, particular efforts are being dovoted to coordination with PHARE on environmental
matters and these efforts should show t’an'gibl-eT results in the 1998-2000 period., -

8. Table 3 below gives detalls of the loan contracts mgned mdlcatmg whether projects
are risk sharing or not. It is clear that substantial progress towards the risk sharing objective
has been made in Central and Eastern Europe, with 11 of the 29 loans sngned fallmg within

. that category.

Table 3 EIB loans s1gned as at 30 June 1998 in Central and Eastern Europe
COUNTRY PROJECT  DESCRIPTION:  spaan
) | SHARING -,
Albania -
5/2/98 | DURRES-VLORE' Construction of a dual 2:lane carriageway road section between the port of 2 " No
HIGHWAY ‘Dirres and Tirana '
Poland o N 465 }
24/10/97 VBREINSBANK ~ } For financing smali and medium-scale énvironmental, energy. saving, | -~ 35 Yes
' POLSKA Global Loan infrastructure, industrial and tourism projoets, and SME projects in general | T
1/12/97 | FLOOD DAMAGE Emergency - programme for reconstruction and rcstoratmn of basic (228 No
- | RECONSTRUCTION - A | infrastructure following flood damage . :
1/12/97 § FLOOD DAMAGE" Emergency programme for reconstruction and restoration of rallway 75 . No
RECONSTRUCTION - B | infrastructure following flood damage - S
1012197 | KATOWICE Improvements to the urban mﬁash'ucturc (roads, scwagc and municipal | 20 No
MUNICIPAL landfill) of Katowice
INFRASTRUCTURE L :
- 7/4/98 | 1SUZU DIESEL Construction of a diesel motor factory at Tichy-(Silesia) ) 110 Yes.
; " - | ENGINE PLANT e R T -
§ Hungary : ' ' . o - 95 :
] 18/12/97 | MVM LORINCI POWER | Construction and operation of .a. gasoil-fired. opencycie combustion- 35 Yes
‘ PLANT : ' turbine ‘to supply peak load powcr and increase Hungary's secondary
S reserve capacity : :
.23/2/98 | RAILWAYSI Improvement of the cffic iciency a.nd compet:tlvcness of the Hunganan o 60 No
' B rallways
Estonia - - ‘ i ' 20
; 23/10/97 | TALLINN AIRPORT- - Upgrading of Tallinn International Airport ] 10 No
4 22/12/97 | UNION BANK OF' For financing small and medium-scale environmental, emergy saving, | ~ 10 Yes
: 'ESTONIA Global Loan infrastructure, industrial and fouriSm‘projocts, and SME projects in genoml :
! Lithusnia . _ 47
10/12/97 | TELECOM. 11 | Development of the second phase of mobile (GSM) telecommumcatlons ' 7 Yes-
g ’ network . Lo
19/6/98 | ROADS Construcuon of about 900 km of gravel roads - 40 . No !
S - , ' .20
Latvia ‘| VENTSPILS PORT lrnprovmg port channel access and reconstruction and strengthenmg of|. 20 _No
2417197 ' . quays s . :
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COUNTRY | PROJECT DESCRIPTION (‘égl‘}::) R 1
Czech Rep. : ’ . ‘ 540
30/6/97 | RAIL CORRIDOR Upgrading of the Czech section of the Berlin-Prague-Vienna railway line 75 . No
BERLIN-VIENNA - B
30/10/07 | SPTTELECOM. 11-A Modemnisation of the telecommunications network 100 Yes
210/97 § DS MOTORWAY Construction of the section I’lza.n-Ru?vadov of the D5 l’rag,ue-Nﬂrnhcrg 165 - No
PRAHA-NURNBERG Motorway
30/10/97 | FLOOD DAMAGE Emergency programme for reconstruction and restoration of bagic 200 No
' RECONSTRUCTION infrastructute following flood damage :
Slovak _ . 262
Rep. EUROPEAN ROADS {i | Construction of 18 km of trunk roads (D2/D6]) from Bratislava to the 25 No
187797 Austrian bordet and the Hungarian border
1141297 | GLOBTEL Development of a mobile (GSM) telecommunications network " 65 Yes
3/12/%7 § TELECOM. 11 : Modernisation of the Slovakian telecommunrications network 100 Yes
29/12/97 | EUROPEAN ROADS Il | Construction of a new by-pass extensmn of the D61 motorway arOund the | . .72 " No
| centre of Bratlslava
Romania 332
1411/97 | TELECOM. Expansion and modernisation of the Romanian telecommunications 40 No
-1 network
14/11/97 | BUCHAREST Rehabilitation uf district heatmg transmlssmn and distribution facilities a5 No
‘ DISTRICT HEATING
REHABILITATION - )
22/12/97 { MDF PRODUCTION Construction of a-medium density fibreboard (MDF) and special resins 47 “Yes
- | PLANT plant facility in the city of Sebes
26/3/98 | ABN-AMRO BANK Investments in industry, services and municipal infrastructure undertaken 10 Yes
GLOBAL LOAN by private and public sector promoters
30/6/98 | RAILWAYS . 1 Rehabilitation of the Romanian railway network and modemisation of the 200 No
. MODERNISATION Bucharest-Brasov railway lin€ on the Pan-European Transport Corridor [V
Bulgsaria _ ‘ _ 100
9/9/97 | SOFIA AIRPORT Modermnisation and upgrading of Sofia Airport 60 No
12/2/98 o
CROSS-BORDER/TENS 1 Priority road investments along a cross-border TEN corridor 40 No
CORRIDORS ROAD -
Sloveniz o 45
19%/i2/97 | MOBITEL GSM Construction of the first GSM network in Sfovenia 45 Yes
(Total | | 1948

Cooperation with multilateral and bilateral institutions

9.  The Bank’s activities in the region, conducted within the framework of EU policy,
form part of a concerted approach that is being pursued in close cooperation with the
Commission and, as appropriate; with other international financial institutions ~ including
the EBRD and the IBRD - including through cofinancing operations.

Cooperation w1th EBRD

10.  EBRD and EIB are not identical but complementary. Their mandates are different,
they operate with different instruments and in different sectors, and yet they can rneet on
many grounds, each institution bringing a specific element to the solution of the question.

11.  EIB, as the financing arm of the Union having its main activity within the Union,

must be regarded outside the Union as the EU’s financial institution contributing to the
implementation of EU policies and objectives. This applies in particilar to preparing
applicant countries for membership, which is one of the EIB’s main objectives in the
CEEC. EIB can lend, as it sees fit, to governments and state-owned entmes as well as the
private sector




12. . -The EBRD as an. znstltut:on specxﬁca]ly cstablzshed for the countries of the former
Eastern block, sees its major role as supporting the transition from centrally-planned to
market economies operating in a democratic political environment, Its area of operation is
 much larger, the risks can be quite different and the difficulties of a wider range. EBRD

has a ‘statutory oblu,atlon (o maintain a balanced spht between operations in the _public

sector and operations in the prlvate sector.

137 Coopcratzon between EIB and EBRD does not necessarily mean to cofinance a

large number of projects. An important' objective’ of cooperation is to avoid overlaps
through regular roclprocal information about respective project pipelines and appropriate,

_a..

complementary, use of the daffercnt instruments that each institution can make available, in
order to reach a common. view on the most suxtablc form of fmanc,mg from ;he client’s’

perspective: .
Cooperation wit!l IBRD _

14, ‘The above-mentioned features of cooperation apply also to the IBRD, whlch is
concentrating on the Health Education and Agnculture sectors, '

15, Coopcratmn betwaen the Bank and other mtematlonal ﬁnanc:al mst:tutlons will

continue to be close and systematic, as appropnate, although the lending activities of other ~
- institutions in the reglon are deq:lmmg, in line with their graduatl-on pohcy and market :

developmenm

'Cooperation with PHARE . 7 \
16. ~The Bank ooopéra’ses cfoséiy with the PHARE ane with which it has
developed a close and fruitful relationship, much appreciated by the beneficiary counmcs
Tl'us relationship is being remforced in the context of the . accession process.

17.  In addition to frequent PHARE assistance dunng the pm—mvestment" phase to ’

“ensure that the necessary studies and technical assistance are implemented in support of

EIB projects, the Bank also cooperates with PHARE in coﬁnancmg mﬁ-astmctum projects,
Coﬁnucing with other insﬁtutions

18. - The contributions of PHARE and other IFls and bllatetai institutions to pmgects' 7
financed by the EIB are shown in table 4, below. It is noteworthy that PHARE has

contributed to 5 projécts, all in the transport sector, thus mdersconng PHARE's
commltmemto tlwunp:ovement of Trans European Networks..

i
{
|
i_

|
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Table 4 Cofinancings in 1997 and the first semester of 1998
Albania DURRES-YLORE a4 n 17 5
HIGHWAY
Bulgaria SOPHIA AIRPORT 23 &0 13 43
- CROSS-BORDER TEN 951 40 50 -5
ROADS ‘ :

Estonia . | TALLINN AIRPORT - ) 10 s 10
| Hungary - | RAILWAYSHE 20 | 100 © %0
[ BUDAPEST METRO "0} S0 160 | 0

Potand FLOOD DAMAGE 1028 7§ 650

' RECONSTRUCTION
Romania | TELECOM.B 338 20 35 263
RAILWAYS 439 | 200 105 32 102
Stovak Rep. | EUROPEAN ROADS 10 = 15 63
Total _31n ! 894 -4 1566 ]
4




EIB lending activity in the Mediterranean countries

Objectlves and priorltles P

1. The Bank [ lendmg takes place mamly wrthm the framework of the Euro-
'Medlterranean ‘Partnership, in support of the economic development’ of the countries’
concerned. Bank lending supports individual investment projects and, through the global .
loan mechanism, smaller projects and SMEs, while at the same t1me strengthemng the .
financial sector in the vanous countries. . g

2. ‘Under the terms of the Euro-Mediterranean Partnerslnp, EIB own reSouroes lending
is complemented by interest subsidies (for loans in the environmental sector only) and nsk.
‘capital from EU budgetary sources managed by t.he Bank S

Results and assessment of the operatlons as at 30 June 1998

3. The geOgraphlcal dlstnbuuon of lending dunng the reference period shows that
loans on-own resources were signed in nine countries, i.e. all of the Mediterranean

countries except Malta, Sytia and Israel (see Table 1, below)

 Tablel - Geographical breakdown of EIB lendmg as at 306 1998 _

_i cwnw = | .:%\.

- Algeria B L 16.9%
'Qplfus 2 60 4.6%
Egypt’ 4 196 15.2%

Jordan 4 | T maw
Lebanon _ 3 . 131 10.1%
Morocco 4 230 | 178%

' Gaza-West Bank a2 9| 3w

" Tunisia 4 170 | 13.2%
" Turkey 2 95 . 7.4%

4. Ascan be seen from Table 2 below, some 30% of total financing (ECU 389m) was
allocated to the emergy sector, in support of investments in Algeria, Cyprus Lebanon,
Morocco and Gaza-West Bank. These included a gas pipeline in Algeria and the upgrading
. of the electnc1ty transmsszon systems in Cyprus Lebanon Morocco and Gaza- West Bank

5. More than one-quarter of total financing (ECU 345m) was allocated to water and
sewerage projects in six countries, underlining the Bank’s commitment to this cntlcally.
important sector for the Medlterranean and to enwmnmental protectlon and lmprovement
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6. In this context, it is worth noting that, in accordance with the provisions of the
Euro-Mediterrancan Partoership, 7 of the Bank’s loans have attracted interest subsidies
from the EU hudpet, thus confirming their env:ronmmtai ohecmres These loans are
identified in Table 3, below.

7. Transport infrzstructure investments accounted for almost one-quartes (ECU
300m) of total financing, including the modernisation of Egyptair’s fleet, :mprovements to

~-ﬂw?oﬂoquabmthemnovatmandmensmofﬂme-Tnpohmomrwayand

mﬂwaypro;ectsmMoroccoandTumsm.

8. - Finally, loans in support of industry, services and SMEs (including global loans)

accounted for some 20% of the Bank’s activity and involved four countries.

- Table 2 Breakdown by country ard sector of EIR lending
in the Mediterranean countries
Country } Energy Transport Water & lndus&y & Global loans Total loza
- Miscellancens Services signatures
ECUm | % JECUm | % [BCUm} % [Ecum | % [ECUm | % jECUmM| %
Algeria 218 | 100.0% 28| 100%
Cyprus 301 50.0% b0l soom 66! 100%
Egypt 750 383%| 121} 61.7% 191 100%
0| 210%) 0] 2so%] a3]301%| 30| 210%]  143| 100%
{Lebanon Mf B4%| 200 153%] 10| 763% i i3] 100%
Moroces os| m3n) 85| smow| so| 2.7 20]  100%
{Gaza- West 35§ 71.4% ' 1 4] me% 49| 100%
Bank .
Tastivia ' 90l s29% 30| 472.1% 170} 100%
Turkey ‘ 45| 47.4% 56| 52.6% 95! 100%
ITotat ' 339 30.1% | 300f 232% | 5] 267% | 78| 138% sol 62%] 1292] 100%
which during | . - 1
LI-30.6.98 160 | 44.7% 80| 24%] us| 31.0% 358§ 100%

9. Table 3 below gives details of the loans signed, mdxcatmg whether projects are risk

sharing or not. Only 3 of the 26 projects are in the risk-sharing category because of the
nature of the EUROMED Partnership mandate, which calls for particular assistance to
public-sector reform projects with governments-or public bodies as main borrowers. -

R



ety

- Table3 EIB loans signed as at 30 3
: e _ - RISK
COUNTRY - PROJECT - DESCRIP-T;ION,; ﬁ:’g&’:f S!.M.R_ING
Algeria SR T8 B
16/9/97 § SONATRACH GR2-B : Constructmn of 4 gas. plpclmc between A}rar and Hass: 218 - No .
R'Mel _ :
Cyprus Lo U - . 60 :
16/12/97 | PAFOS SEWERAGE(‘) Cﬂnstructlon ‘of a sc.wage wliocuon and treatment system ) 30 . ‘No .
: e "andasmnnwaterdramagesystem : o
- 7/5/98 | EAC TRANSMISSION Expansion and wpgrading of the electricity transmtsﬂon 30 No .
SYSTEM - system nf‘ﬁfe chublic of Cyprus - .
Egypt 1. . _ 196 -
19/71/97 § EGYPTAIR -Modcmlsaxlon of the: Egyplmr ﬂeet : 75 ' Neo
29/9/97 § ECC GREY CEMENT(*) Construction of a plant for the production of grey cement 30 Yes
19/12/97 || LECICO CERAMICS ~Construction of a new plant for the production of sanitary |. 16 Yes
T S ware and modermsatmn of an existing t1le manufacturmg Co :
- ’ factory - : L
" 8/6/98 | ANSDKII | Construction of a flat products steel p‘lant in the wcamty of Y - E No~.
) K 'Alcxandm. ' .
Jordan : ’ ' ' - o143
%1097 | INDUSTRIAL Globa! loan. for financing - SMBS in thc productwe sectors 30 *No.
: _ | DEVELOPMENT BANK VI of the Jordanian sconomy S ‘
6/10/97 AQABA PORT ' Construction of twn-benh mdustnal jetty and purchase of 30 No
) ‘container handling cquipment - B . .
28/4/98 | ARAB POTASH C;OMPANY Improvement of Arab Potash Company’s existing potash i 43 No .
. LI o 'produenon facilities : - L
11/6/98 A’MMA_!__Q WATER Restructuring ‘and rehabilitation of the water dlsmbutlon [40 No
. -REHABILI_T ATION I*) . | rnetwork in GruterAmman i : ot
Lebanon T T 1 ' B - I3 .
10/9/97 § TRIPOLI ' Upgudmg ot‘ storm and . wastewater drmnage and - 100 No
o WASTEWATER(") ion of a scwnge treauncat plam t‘or the Gmater s
L v 4Tr|poha.rea . ] . .
10/9/97 AUTOROU'I‘E COTIERE Renovation - and- extcnsmn of the Northem coastal 20 ~ No
: DUNORD motorway bctween Beirut and Tripoli. "
10/9/97 | CENTRE NATIONAL DE - Construction of the national e!ectnclty contral centre in | 11 | 1. Neo
CONTROLE ELECTRIQUE™ | Beirt *~° : i L
Morocco Co- B - Co - : 230 :
30/6/97 § ONCF MODERNISATION Rehablln.atwn and increase in the capacity of sections of 85 - No
o Do " -} the main axes oftheMoroccm railwey network - ) '
30/6/97 § ONEP'EAU POTABLE 11 | Drinking water'supplies for urban mmunmes in Moracco 50 » - Neo
23/4/98 | ONE - TRANSPORT .- Upgrading and rehabilitation of Moroceo’s high and 75 | Ne
i D’ELECTRICITE medium-voltage electricity transmission systefn. - . T
1175/98 | PARC E(l.IENl]?. TETOUAN Construction of a large scale wind farm of $0 MW 20 -} ¢ Yes.
Wit T % -
Bank GAZA INDUSTRIALESTATE -| Dévelopment of an industrial estate in the Gaza Strip M { N
23/12/97 § ELECTRICITY . - - .~ 1 Rehabilitation ahd expansion of the distribution networks | -~ 35 - Ne
11/5/98 'l]S'IRBUTm NBTWORK in‘the Central and Southern areas of the West Bank Lo o
Tunisia L ) R . o 170
14/1097 | SNCFT.IL" - o .} Rehabilitation of the Tunis-Sfax-Gabes railway line ' 25- | .No ]
14/10/97 ASSAINISSEMENT DU Dredging and backfill of the "Lac Sud de Tunis - 40 No ~.
S LAC SUD DE TUNIS(*) ' .
12/12/97 VOIRIES PRIORITAIRES : Impmvement of the mad netwofks of Greater Tums and | - .- 65, No
) ' other majof cities ) T
31/3/98 | oNAs HI*) | Construction of 19 waste watcr treatlmm plants and rcinted' 40 . No -
‘ ‘ &'.weragc systems : o -
Turkey o o T - 98 No
1211197 | ADANA WASTEWATER(*) | Extensioni of the sewer network and construction of two’ 45
. ST wastewmrment plants in Adana (Seuth-East Turkey) R S
26/8/97 | TURKEY Glabal Loan. - | For ﬁnancmg small and medlum-scalc ente:pnm 50 ‘No -
Totsl 1392
*)

" Loans with cavironmental objectives, bericfiting from Inicrest subsidies from the EU budget -

o




Cooperation with multilateral and bilateral financial inStitutio_ns‘ -ls
10. The Bank’s activities in the region, conducted within the framework of EU policy,
form part of a concerted approach that is being pursued in close cooperation with the
Commission and, as appropriate, with other international ﬁnancml mstltutlons mcludlng
through cofinancing operations. :

1. The Bank cooperates closely, whenever possible, with multllateral and bilateral
financial institutions. _

12.  The contributions of these mstltutlons to pmJects financed by the EIB are shown in
table 4, below ' - '

Table 4 Coﬁnancmgs in 1997 and the 1 semmter of 1998
COUNTRY. | " PROJECT | cost | Em. mmrmu. . i ¥
Cyprus . |PAFOSSEWERAGE ‘ 71 | 28 _
{ Egypt ECC GREY CEMENT ~ 3401 3¢ 30 | 280
E ANSDK II | 565) 75 107 ‘ 383
% Morocco  |ONE TRANSPORT ELECTRICITE 158} s 2 59
R | " |PARC EOLIEN DE TETOUAN ~ so] 20 : 15 15
H - - " " - "
4 Lebanon CENTRE NATIONAL DE 6l 10 8 7
' ~ |CONTROLE ELECTRIQUE
AUTOROUTE COTIERE DU NORD 44] 20 1 15 9
3 T -
Jordan - {AMMAN WATER 141§ 40 50 21 30
) IREHABILITATION il . R -
ARAB POTASH COMPANY I 117 43 22 ) ' 52
' |Gaza-West  |GAZA INDUSTRIAL ESTATE 34] 14 , 8 | 12
[ELECTRICITY DISTRIBUTION 73] 35 14 ] 24
|NETWORK - ‘
'I" ,‘AL : .
7 l
“ 5 Inchuding funds of promoters, states and commercial banks

d
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. . industry and services (a cement plant in Braz.ﬂ) and telemmmumcations (Improvements

e D ARNEXS

Objectlves and pnontles

1. Under the present mandate, the Bank continues to ﬁnance projects that are of . |
mutual interest to the countries ooncemed -and the European Union - cofinancing with EU o !
promoters; transfer of technology, cooperanon in the fields of energy and env:ronmenta]_ ;
K protectlon Detaﬂsof the mutual interest of prOJects are included in Table 4, below. ' SRR

_ 2. - Loans were sxgned in2 commes in Asxa and 3 countnes in Latm Amenca (L loan
'meachoountry) e S _ _ PR
_ , , v

Results audassessmentoftheopmumasatSOJune 1998 | . R

e L i A e i et i e 10

Table 1‘ Geograplucai breakdown of EIB lendlng as: at 30 6.1998

" ‘Panamn

50 | 2% |

"__Philippines b - s nsw | SR
Pl s | 153w |

Brazil

~ Pew .

".-""l‘otal

'Ofwhlchdurmg r R LR . o
Lhaosse b o) s msw

3. As can be seen from Tables 2 and 3, the loans were in tmnsport (alrports i
development in the Philippines), water (water supply and distrlbutlon in Indonesia), . Lo

to networksmPanamaamlPem) B _ . Lo ]

Table 2 Breakdown hy country nnd sector of EIB lendmg Asia and Latm Amenca :

Indonesia” -] . ) | _ 100%
Philippines | 25 | 100% | R SR ) s 1 o100%
[ S I e R R R T R T BT
Brazil o R I A T 100% o 1 X 100%
Total

Of which’ r T
durog [
1.1:30:6.98 |

-
i
o
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4, Table 3 below gives details of the loans signed, indicating wheiher they are risk
sharing or not. Considerable progress has been made towards the risk sharing objective has
been made in Asia and Latin Arnenca, with all but one of the loan being in the risk sharmg

category,
Table 3 - EIB loans signed as at 30 June 1998 in Asia and Latin America
: LOAN RISK

COUNTRY PROJECT DESCRIPTION. r ]

Indonesia WATER SUPPLY - Upgradmg and extension of the water supply 55 Yes I
20/12/97 | JAKARTA WEST fransmission and distribution system

Philippines SECOND AIRPORTS Upgrading, improving and extension of two | 25 No

24/9/97 ) airperts in  the Southem part of the C
_ _ Philippines - . )
Panamsa CABLE AND WIRELESS | Modemisation ~ and  extension of the | 50 Yes
| 8/6/98 Panamanian telecommunications network _

Brazil LAFARGE ARCOS Construction of a.cement plant i in the Statc of f- 325 . Yes
19/12/97 | CEMENT Minas Gerais - '

Peru ' TELEFONICA DEL PERU | Modernisation and extension of the Peruvian | 50 Yes
23/12/97 : - teleoomumcations network

— .

5. The Bank has sought, as a matter of ﬁolicy, to finance projects that present mutual
interest for the EU and the countries: concemed Table 4, below, gives details of this mutual

interest for each pro;ect.
Table 4 Mutual interest of projects in the Asia and Latin America countries
Country’ Project Mutuul interest
Indonesia WATER The borrower is a joint venture between French and Indonesian private-sector interests.
: SUPFLY In addition, the project involves the transfer of European technology in the field of water
JAKARTA supply operation and management and substantial environmental benefits.
WEST ‘ ' '
-} Philippines | SECOND The project’s mutual .intprést is based on the required devt_:lopmcnf of these airports,
' AIRPORTS particularly Puerte Princesa, as part of the country’s contribution to an important
regional development plan (the East: ASEAN Growth Area -- EAGA). The project will
- | also _cffectively increase the capacity of Mamla International Airport for international
fhghs
Panama CABLE AND Development of telecommunications will bring important economic benefits.
WIRELESS The Panamanian borrower is a subsidiary of a UK parent company, which is, in turn,
one of the Bank’s major corporate clients.
Brazil LAFARGE The borrower is a joint venture between French and Brazilian private-sector interests.
ARCOS The project will strengthen the promotér’s position in a leading emerging market,
CEMENT :
Peru TELEFONICA - Development of telecommunications in Peru will bring important economic benefits.
- DEL PERU '| The provision of sufficicitt modern telecommunications services is recognised as a major
etement for economic development.
The Peruvian bomwer is a subsidiary of a Spanish telecommunications company. The
involvement, of ‘an efficient European enterprise in the completion of Peru’s
telecommunications development programme gives additional benefits, in terms of
transfer of technology to Peru and increased activity for European telecoms.




T &oopmmmkmumlsndbﬂatem mstltutions C - ]g -

6. F he Bank cooperates w1th other mternatlonai financial msututlons whenever
possible, as appropnate L

7. The airports project in the Philippines was appra.lsed ]omtly w1th the ASIan
Development Bank, which also contributed to its financing and will participate in the
momtormg ofits executlon and in the sector’s ﬁ_nanc_:lai and institutional development. '

8. TableS below, glves detalls of coﬁnancmg - o _' -

Table 5 - Cofinancmgs in 1997 and the ™ semester of 1998

COUNTRY] - PROJECT - | cost| EB _MULHMTERAL BILATERAL | o 1pprS
: : S INSTITUTIONS | INSTITUTIONS 3
Philippines PHILIPPINES-A:R#GRTS_DE\(.ELOPMENT Cossr| 2sof s - - 180

6 lndudihg'ﬁmd_sof promoters, states and commercial banks
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. ANNEX4
- EIB lending aetiviy in the Republic of South Afrise
1. The Union attaches considerable importance to deeper and stronger relations with

SmnhAﬁmlnﬁntbemneofthsolaecnve,ﬂ)cBmk’smtosuppman
pmdmuvemmmﬂmm.

Renllts'aml assessment of the operations as atSGJnne 1998

2. A substantial loan was s:gned for an important water-sapply prcject, linking
Lesotho and South Africa.

b L

Table 1 EIB lending in the Republic of South Africa
‘South | LESOTHO | Second phase of a major} Water & 45  No
Africa HIGHLANDS I construction project it Lesotho § Misceflancous §
2058 | WATER for transfer of additional water to
the Republic of South Africa

- - Cooperation with muliilateral and bilateral institutions

3 The above-mentioned project is being cofinanced as follows (amounts in ECUm):

 Project cost EIB EIE | MULTIATERAL | BOATERAL | EU |  Other?
(RSA + (RSApart) | (Lesotho | WNSTIFUTIONS | INSTITUTIONS | oypry |
Lesotho ' part) " ' credits |
1098 | 45 54 41 24 97 837
U Inciuding, funds of promaiers, siates and commercial banks
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