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Proposal for a

COUNCIL DECISION

granting 8 Community guarantee to the European Investment Bank against losses under
loans for projects of mutual interest in Latin American and Asian countries with which the
Community has concluded cooperatlon agreements

(Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, Ecuador, Guatemala, Honduras,
Mexico, Nicaragua, Panama, Paraguay, Peru, Salvador, Uruguay and Venezuela;
Bangladesh, Brunel China, India, Indonesxa, Macao, Malaysia, Paklstan, Phlhppmes

: Smgapore Sri. Lanka, ‘Thailand and Vletnam)

(presented by the (Cm‘mi;iﬂs’tﬁbn)_ ;
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The present. commumcatlon concems the nenewal of the Commumty guarantee for. . .7

__EIB loans-in respect of mvestment proyects of. mutual interest carried out-in Latin.,
Amencan ‘and " Asian countnes thh whxch the Commumty has concluded o

cooperatron agreements / e T
The Bank’s current lendmg programme is govemed by Councrl Decrsron.‘ X
93/ 115/EEC of 15 February 1993 grantmg a full budget - guarantee for EIB loansin |

the above regxon 'up to a maximum of ECU 250 million. per year, for a penod of - L

' three. years. The Decrsron strpulates that the cerlmg wrll be revnewed at' the end of - 5
thepenod R T S AR

y .
Ao

The European Commumty s cooperatlon polrcy wrth Latm Amerrca and Asna

The European Commumty has an extensrve network of relatlonshlps wrth a, largeT :

number of countries .in" Latm Amenca and Asra ' The hrstoncal ‘cultural and "
‘économic ties thh these countrres are reflected i in a cooperatxon pohcy estabhshed-i. L
by the:Community in'1976 with:some: countrles and broadened over the years up to
' the Councxl Decnsron of February 1993 concermng E[B operatxons ' -

At its recent meetmgs in CorﬁJ Essen and Cannes the European Councrl expressed

Cit§” wrlhngness to strengthen relations between ‘the- Commumty and the. reglonal n “
orgamzatrons and countnes in Latin Amenca and Asia,’ The ﬁnancmg provrded by S

 the EIB in the region- is part ‘of the Commumtys cooperatlon policy. with non-

' member countnes and. constitutes an 1mportant element- in the- development of the . - v
overa]l strategy towards closer cooperatlon with these countnes The Bank’

actrvmes also serve to enhance the presence of the Commumty in the world

n

The process of remforcmg and mtens1fymg relatlons w1th countrles m these two»'* |

regmns is gradually takmg place R

The Councrl and the Comnussxon s1gned a Solemn Jomt Declaratlon wrth the”-'-'

 Mercosur - Member . States> on 22 December’ 1994 and ‘with Mexico> on’ . = "
2 May 1995. "In both declaratlons the partles expressed therr wrsh t0 strengthen‘__» o
relations, commltted ‘themselves to 1mt1at1ng ‘negotiations on new. agreements and

stressed therr mterest m contmumg and strengthenm EIB actrvmes m the countnes St

S
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" ’concerned. In the case of Mercosur the Counc1l entrusted the Commission on ‘

", 12 June 1995 with a mandate to negotiate an mterregronal framework agreement’
-covering economic and trade cooperation. This agreement has now been 1mt1alled’ '
~and i is due to be s1gned in December 1995. ' ~

On 5 May 1995 the Commission sent-a  communication to- the Council and
. Parhament on the strengthening of relatlons between the European Commumty and -

Chlle | S S -

cou

On 17 July the European Commumty srgned a cooperatlon Agreement W1th“'
.Vretnam,5 now a member of the Assocxatlon of 'South- East  Asian Natxons _ &

o (ASEAN)

The development of relatlons w1th Latm Amencan countries . was welcomed by the j .

"European Council at Cannes in June 1995: Likewise, the Council looked forward to
‘the Euro-Asran Summlt to be held in‘the ﬁrst half of 1996.

~ EIB activities in Latin America and Asia

The EIB has been active in Latin ArneriCa and Asia for just-over two years. ” Their-; "

~_own special features apart, the two regions comprise countries where growth has

been strong or where growth is expected to strengthen because of the pursuit of

appropriate macroeconomic, trade and exchange-rate policies. _The Bank has been B
~ able to reach the annual ceiling of ECU 250 million without' difficulty. In fact, it.
" reports that demand far exceeds the available funds and that European ﬁrms show_

an mcreasmg interest in the Bank‘s actlvmes in the area.

In accordance ‘with the mandate given by the Council, the Bank has ﬁnanced

investment projects of interest to both the beneficiary countries and the Community.

‘The projects chosen satisfy .one or more. of the following criteria: regionat
.~ integration, 1mprovement of the environment, transfer of European technology and
~ joint ventures between European and local firms. ‘ The Bank has, as far as possible,
" maintained a fair distribution between the two reglons and between the dxﬁ'erent' ’
‘countries. -At the end of the second year of: activity, thé Bank had approved 6
-operations for a total of ECU 277 million in Latin America and 7 operations for a :
total of ECU 223 miillion in Asia. ~ In thé distribution of loans, the Bank has . -
favoured those countries where the finahcial situation lends itself to the ‘type of
_resources’ proposed A certain degree of pnonty has been given to countries Wthh p
. are in the process of strengthenmg thelr ties. w:th the Commumty :

~The terms and . condmons of EIB lendmg are gwen in Annex ‘1 and detalls of the -

operations being carried out under the current mandate in Annex 2. Most of the
projects - listed concern- the public sector. Nevertheless, the share of projects in_

‘'support of the private sector has increased, accountmg for 42% of the annual ceiling

dunng the second year and expected to reach 60% dunng the thxrd  year of actlvny

COM(95)232, 31.5,1995.

" OJNo




A )

4

The Bank cooperates and coordmates w1th the ﬂnancra] 1nst1tutlons operatrng in

Latin America and Asia, (Internatronal Bank for Reconstruction and Development - . - ’

o

" IBRD; Asian Development Bank - AsDB Inter-Amencan Development ‘Bank - .

IDB) Together they ]omtly ﬁnance the prOJects undertaken in the pubhc sector o .

(see Annex 2)

A
SN L

The Bank is currently examrmng many other proposals wrth a vrew to the approval | ‘
of ﬁnanclng pro_;ects for the remammg ECU 250 nulhon L : o

Renewal of EIB operatlons .

EIB loans in Latln Amerrca and Asra are subject to the arrangements set out in .
" Council Regulation (EC, Euratom) No 2728/94 estabhshmg a'Guarantee Fund for .

- the . Commmnty's external * actions.® -.In":this context,  the Commrssron

A Commumcatron to the Council entitled "Llrmts unposed by the Guarantee Fund -
" mechanism on ‘Community loans and loan guararitees in respect of third countnes"7 )
~_shows that, under current rules, there is not enough margin wrthm the reserve to -
~ consider the reinforcement or-‘evén the renewal of EIB ‘multiannual packages while, . o
. at the same time, maintaining a minimum level" of balance-of-payments loansv R

Current mformatron mdrcates that dtﬂicultres wrll anse mamly in 1997 and 1998. . ~

reserve for loans and loan guarantees

l

-

. In these crrcumstances it would seem appropnate for’ the renewal of all EIB" B ;
_ multiannual packages in thrrd countries to be scheduled to coincide with each other
so that fair decisions can be taken. on the sharmg-out of exrstmg margins wrthrn the ‘

Gtven that the renewals of EIB operatlons in the Medlterranean and in central and -

- eastern. Europe are scheduled to take place at the. end of 1996, the Commission

- suggests that the guarantee for multiannual loans in Latin America and Asia should. ' = |

'be renewed at the same time. To this end, the Commission proposes ‘that, in the

: meantime, EIB' lending in. Latin America and Asia be continued. for one year only' .
. and that, in order to allow for possrble Commumty loans dunng the same penod 1t R

be restncted to ECU 410 mllhon

It is proposed that the budget guarantee should cover 100% of all loans s1gned n

durmg the penod

Furthermore in vrew of the recent cooperatron agreement s1gned w1th Vietnam, the

_ Commrssron ‘also proposes ‘that Vietnam be included among the beneficiary - .-
countries. - This would bring the total number of countrles beneﬁtmg from the loan N

programme to 30 (17 in Latm Amenca and 13 in Asra)

. OJNoL293,12111994. ... - ©
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- As under the previous mandate, the renewal will focus on projects of mutual interest
- _the financing of which will be subject to the Bank's usual criteria. Decisions to .
~ finance a specific project w11] be taken ona case-by—case basis by the EIB Board of .

" Directors. : :

 The Commxssnon and the EIB shall continue to work closely in the context of the -
_ strengthemng of the cooperation agreements with Latin American and Asian
* countries and shall exchange any relevant information on financing that they -
. envisage granting to ensure consistency of cooperation and to improve -
. complementarity between the Bank's operations and the European Commumty
Investment Partners (EC[P) facthty : -

" Conclusion
. The Commission proposes that the Council: ‘

"-_ call on the EIB to continue its lending operations, under its usual terms and
conditions, to investment projects of mutual interest in the Latin American and
Asian countries with whtch the Community has concluded cooperation
agreements :

- mclude Vietnam among the beneﬁciary countries;

- grant a Commumty budget guarantee to the European Investment Bank in

. respect of 100% of all loans signed wrthm a ceiling of ECU 410 million over

an mdrcatrve period of one year,

- adopt the attached Decision. .



. Annex 1 1

Y

CONDITIONS OF EIB LOANS.

P

' general terms the LIB operates m thtrd countrtes as it does in‘the Communlty Yhe
|Bank issues bonds and makes loans, passmg on to the borrower followmg the customary ,
rules, the condmons obtamed by the Bank - : , '

\

‘ '_Qler_egggg dtsbursements are made in: one or several currenczes followmg the o
©-customer’s. requirements and. the Banks resources In all cases the credlt is| -
S denommated in FCU ce : : - :

- Duratlon thls isa functton of the type of prOJects and the nature of the borrowmg -
]n general T . : v
i mdustrlal pm}ects ' f 8 1010 years _\

- mfrastructure pr(Jjects 1 2 to 20 years

- b.lnterest rate: the rate of borrowmg from the market mcremented by a small B
: margm 10 cover admmtstrattve expenses UER ot

The mterest rate is condttzoned by the currency requested for: dtsbursement and is|
'.'normally fi xed for the duratton of the contract other formulae could be B
'con.szdered o : o : : S

& . . v -

Paz ent in. the same currency ‘as the Ioan, usually in 6 month mslalments 3
. (followmg a grace perlod determmed accordmg to the pro;ect chara( tensttcs)

: all tor tender mternaltonal competmon or stmtlar procedures apply

' (maram‘ee the guarantee e f the btate concerned is requested although other f rst '
- class guarantees could be enw.saged ) A :




SUMMARY TABLE

~ ANNEX 2

OF DECISIONS TAKEN BY THE EIB BOARD OF DIRECTORS BETWEEN 23 FEBRUARY 1993 AND 22 F EBRUARY 1995

-Country Project title. Sector Amount commxtted Amount signed Remarks
"(ECU million) (ECU miillion)
) (approved by the Board of .
: Directors) - - :
‘ . ' e : ) 2/93 2/94 2/94 - 2/95 - . : -
Costa Rica ICE Costa Rica Energy (public) 44 : . 44 Joint financing with the Inter-American Development
- | : RS : ' Bank (IDB)
Argentina Mercosur highway . Transport (public) 45 Joint financing with the IDB
Argentina ' BAN (Buenos Aires Distribution of - 46 46 Private project - public service concession
: Norte) natural gas | natural gas - ‘ o L o
| (private) . _
Chile - CTC (Compaiiia de ‘Telecommunicatio 218 75 Private project - public service concession
- Teléfonos de Chile) ~ - | ns (private) L . ' - »
Peru Pan American - - Transport (public) ~27 Joint financing with the IDB
Highway  ~ ‘ ' ' -
Brazil - CESAN Sanitation (public) 40 . Joint financing with the World Bank
TOTAL ' ' 135 (54%) 142 (57%) 165 (52%) I '
LATIN AMERICA _ : ' - - , —
India Powergrid _Energy (public) 55 ~ 55 | Joint financing with the World Bank - :
Thailand Erawan gas pipeline | Natural gas 40 40 Joint financing with the World Bank and the Asian
: ' transmission - Development Bank (AsDB) ' :
, ; . (public)
ALA - Global authorization | Industry in the 20 Used in 1994 for a prOJect in the pnvate financial
' - | private sector sector in Indonesia (ECU 8 million). The available
' balance is to be used in 1995 for a pnvate pro_)ect in
N Pakistan
Pakistan -KESC Energy (public) - 36 36 Joint financing with the AsDB
{ Philippines Davao airport - Transport (public) 25. . Joint financing with the AsDB
Philippines 'DUCC cement Industry (private) 23 23 Private project - industrial joint'venture- _
Indonesia Gas transmission - ‘Gas transmission’ 24 Joint financing with the AsDB
' (Sumatra) ~(public) EIB loan for the project: ECU 46 million, of WhJCh
S S 24 million allocated under the 1994 budget and-
. ' S - 22 million under 1995
TOTAL ASIA - 115 (46%) - 108 (43%) 154 (48%)
TOTAL 250 (100%) 250 (100%) 319 (64%)
- s00 319

" |_LGRAND TOTAL
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-~ "Proposal fora. - i
¥ 'UN’CI'L;DE ‘rsfo

grantmg a Commumty guarantee to the European Investment Bank against losses under -

loans for pro;ects of mutual interest in Latin American and Asian countnes wrth whxch the S

Commumty has concluded cooperatron agreements

(Argentma, Bohvna, Brazrl, Chrle Colombla, Costa Rlca, Ecuador Guatemala, Honduras
- Mexico, Nicaragua, Panama, Paraguay, Peru, Salvador, Uruguay and Venezuela,
Bangladesh, Brunel, China, India, Indonesia, Macao, Malaysra, Pakrstan, Phnhppmes

Smgapore Sn Lanka, Thalland and V1etnam) R Lo e

THE COUNCIL OF THE EUROPEAN UNION o

Havmg regard of the Treaty estabhshmg the European Commumty, and in Pal'tlcular N .

Artlcle 235 thereof
Havmg regard to the proposal from the Commlssxon,8 ('

Havmg regard to the opmlon of the European Parhament o .; -

¢

Whereas on 13 and 14 May 1991. the Councll declded, on the basrs of a commumcatron
_ from the Commission, on a limited extension - of - European Investment ‘Bank (EIB)', ‘

‘ operatlons in those third countries w1th whlch the Comrmmlty has concluded cooperatlon o o

A Y

' Whereas on 8 July 1991 the Counctl conﬁrmed these gutdehnes - »' 5 li

Whereas on 19 May 1992 the Councnl declded on the guldehnes to. be apphed for loans .

~ from the EIB granted in_'third countnes WIth whrch the Commumty has concluded* .. o
cooperatronagreements o R P

Whereas the EIB is completmg an’ mmal three—year loan programme for these countrles -

* ‘pursuant to Councll Decision 93/ llS/EEC 10 wrth encouragmg results accordmg to the
Bank's report on. tlus ﬁrst phase . , L ‘

Whereas pursuant to Councrl Decnsron 93/115/EEC 1. tlns programme should be_

. Whereas the European Councll in Corﬂr in June 1994 and in, Essen in December 1994 R REVERE

~confirmed the intention of" strengthening cooperatnon with countries in Asia and the. wrsh', '

o to establish a new. and extended partnershlp between the European Commumty and the - -

Lathmencancountnes e
8 "OINoC. '~ .. .o el e
9 OINeC - 77 -‘ Coh e

l B

‘"




'
i . . . . ' !

‘ 'Whereas the Council ‘and the Commrssxon 51gned a“Solemn Joint Declaratron with the

Mercosur Member States ' on 22 Décember 1994 and with Mexico !2 on 2 May 1995 in. |

which the parties expressed their wish to strengthen theif relations, committed themselves
to initiate negotiations for new agreements and stress their interest in continuing and -
strengthening EIB activities in the region; whereas the Council entrusted the Commission
on 12 June 1995 with a mandate to negotiate an mterregrona] framework agreement
_ covermg economnc and trade cooperatron with Mercosur

Whereas the European Commumty and Vletnam srgned a cooperatlon agreement on
17 July 1995; 1

Whereas the Council is calling on the Bank to continue its operations in support of
‘investment projects of mutual interest carried out in-those thxrd countries by offering it the
guarantee prowded for in this Decrsxon , : .

Whereas this guarantee is subject to the condmons set out in the Councrl Regulatlon (EC |
. Euratom) of 31 October 1994 estabhshmg a Guarantee Fund for the Commumty s extemal
actions;" :

' Whereas the Bank and the Commrssnon will adopt the procedures for grantmg the
guarantee . .

Whereas for the purpose of adoptmg thls Decnsnon, the on]y powers provrded for by the.
Treaty are those under Article 235

11" OJNoC 377, 31.12.199%.
.12, OJNo

13 0OJ No
14 Councrl Regulanon (EC Euratom) No 2728/94 (OJ NoL 293 12.11. 19()4)



 HASDECIDED ASFOLLOWS: -

The Commumty shall grant the European Investment Bank a guarantee of 100%
- accordance with Article 4 in cases where: the Bank: does not receive the payments due

under loans granted in accordance thh its usual criteria- for prOJects of mutual interest m '

'those thll‘d countnes w1th whxch the Commumty has concluded cooperatlon agreements

- ThlS guarantee ‘shall be restncted to an overall loan cellmg of ECU 410 rmlhon over aone-. ' ':,
year period begmmng on the date the present Decision takes' eﬂ'ect If, on expiry of this~ -~

. period, the loans granted by the Bank have not attained the overall. amount referred to
above the one-year perlod shall be automatrcally extended by six months '

The countnes concemed by the present Decrsron are: Argentma, Bollv1a, Brazrl Chnle R

Colombra, Costa Rlca, Ecuador, Guatemala, Honduras, Mexico, Nlcaragua, Pandma,

- - Paraguay, Pery, ‘Salvador, Uruguay . and.. Venezuela, Bangladesh, Brunei, China, India, - -

- Indonesia, Macao, Malaysna, Paklstan, Phxllppmes Smgapore Sn Lanka, Thmland and'_ ‘
Vietnam. . - :

Amglez L

a !The Comrmssron shall 1nform the European Parhament and the Council every Six months _ PEr

~of the situation regardmg ioans sighed.. To that end, the Bank shall regularly transrmt to §
- the Commlsslon the appropnate mformatlon _

 Auides

o 4 At the end of the loan penod the Comrmssron shall mform the European Parhament and e
N the Council of the loan" operations and: shall ‘at the same time, submit an assessment. of the .

o ,concluded between the Commrssxon and the Bank

| . .operatton of the scheme and of coordmatlon between the ﬁnanclal msntunons operatmg m-
S ‘_A:.I; !-' 4 R S
: Detalled rules for the apphcatron of tlus Declsnon shall be lald down in an agreement to be |

o




- Article 5
. This Decision- shall take effect on the day of its pubhcatlon in the Ofﬁcnal Journal of the
European Commumtles - :
Done at 'Bruésels,

For the Council .

The President \

11



/ "FINANCIAL‘ STATEMENT © -

TITLEOFTHEOPERATION o N

Guarantee of the European Commumty in respect of loans. made by the European'f o

o .Investment Bank in Latin"American and Asian countnes with whtch the Commumty
: ,_‘has concluded cooperatlon agreements ' L - - '
o

. BUDGET HEADING CONCERNED

.:Arttcle BO- 222 Guarantee of the European Commumty to the European |

- Investment Bank for loans i in Latin American’ and Asian countnes wnth whrch the-.. : O
B ~,Commumty has concluded cooperatron agreements -

- .LEGAL BASIS

To be prowded by the proposed decrslon on the basrs of Artlcle 235 of the Treaty

{

}DESCRIPTIONOFTI—IEOPERATION o '_ TI. |

The budget entry is’ mtended to. provrde budgetary back-up for guarantees offered .

o by the. European Commumty to the European Investment Bank to cover 100% of a]l‘_ ;
““loans for a maximum of ECU 410 million for :an indicative one-year period which - * .~
.- the Bank has been asked to extend in order to finance projects in.Latin. American

L A guarantee to the European Investment Bank

- and - Asian countnes w1th wluch the Communlty has concluded cooperatton'._'.‘
agreements ' " o CE .

= ,CLASSIFICATION OF EXPENDITURE
" "Compulsory

., NATURE OF EXPENDITURE

o .FINANCIAL IMPACT ON APPROPRIATIONS FOR OPERATIONS

-_Onlymcaseofacallontheguarantee ‘ 't - o

o ‘77,’-1 o Method of calcu]atlon

A token entry is proposed glven that the amount and tlmmg of any call on thts S AR
' budget heading cannot be calculated in advance and, ﬁjrthennore 1t is to be o

hoped that thlS entry w1ll not be called on...

12 Cost dlStI‘lbUthﬂ bv el_ements of the operatlon N

‘Not applicable. - -



v

73 . Operational expendifure relating to studies, expert meetings, etc.

Not applicable.

FINANCING OF EXPENDITURE FOR OPERATIONS

. In the event- of a default payments would be made directly from the Fund to
the credltor : r

If the Fund did not contain sufficient resources to cover_ a defauli, additional
payments would be called up from the budget, with -

- ' any margin remaining in the reserve being the first recourse;

- any margin available under the “ceiling of Category 4 of .the Financial .

10:

Perspective or followmg redeployment within Category 4 being the second;
recourse;

.- a revision of the Financial Perspective in line with the provisions of the |

Interinstitutional Agreement, which might mvolve redeployment within other -
categones being the third recoursé. :

- In order to meet its obligations, the Comrmssnon may undertake debt service-
. provisionally by-drawing on its liquid assets. In this case, Article 12 of"
Council Regulation (EEC, Euratom) No 1552/89 of 29 May 1989 s

applicable.

| COST-EFFECTIVENES_S ANALYSIS

1+ @) Quantifiable objectives: See point 4 above.

~(ii) Population: Countnes in Latin America and Asra spemﬁed in the
Council Decision. A »

© 9.2 Justification of operations

To foster the ’e’c‘onomic develop_ment of the countries concerned.
93. Follow-up and evaluation of the action

Not apphcab]e

.FINANCIAL IMPACT ON STAFF COST AND OPERATIONS

IA Not appllcable

13



- 11 IMPACT ON THE RESERVE FOR GUARANTEES
l 1 1 Estlmated schedule of loans to be sngned whlle the decrsron is m force
1996 ;{' ECU 410 mllhon (guaranteed at 100%)

: 1 1 2 Estlmated use of the guarantee reserve to prowsron the Guarantee Fund 15 .'

1996 < ECU ‘611_50_m111mn-‘;. AR

S 1 3 Estrmated use of the guarantee reserve mcludmg the present proposal
' (ECU mllhon) 6. - . T

N . - . )
R . .

| dees o 1ees . | “iee7 | 1998 ¢ | 1098

| _A'mourrtofn’eserve S V< B 326 | 336.1‘1'“:v"’“ 346 356 |

| Marginwithinthe reserve |~ 727 | 28" | 304|817 b 314

15 15% provtsromng rate on the guaranteed operauon :
16 Sltuatwn asat 14, 12 1995 e

14
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