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II.

Introduction

During the debates of the European Parliament on 19 June 1975 a discussion
was held concerning the loan pelicy of the Communities. In fact the Par-
liament reduested the Commission to present a comprehensive survey on the
activities of the Communities institutions in the financial field and on the

principles which will guide the Communities' loan policy in the future.

In his answer to the Parliament, Mr. Cheysson, on behalf of the Commission
confirmed the importance of the loan policy for the financing of -the present

and future Community activities.

Legal provisions

It is foreseen in the different Treaties that the Communities can take re-

course to capital markets in order to finance some of their tasks.

B.g. Article 49 of the E.C.S5.C. Treaty stipulates that "the High Authority

is empowered to procure the finds to carry out its tasks :
= by contracting loans"

Likewize Article 130 of the E,%.,C. Treaty, which gives the outline of the

aotivities of the BEuropean Investment Bank, reads as follows :

"The task of the Buropean Investment Bank shall be to contribute, by having

recourse_to the capital market, and utilising its own resources, to the *.° -~

halanced and steady development of the Common Market in the interest of
the Community, etc +.s."
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Also the Euratom Treaty in its Article 172.Aprovides for the possibility

to borrow on the capital markets.

The above mentioned articles which empo er the various community institu-
tions to borrow refer to specific goals vhich can be partly financed through
such loans. However, the Community can float loans under special circum-
stances if such operations should prove necessary to attain one of the
objectives of the Treaty; e.g. in order to overcome difficulties of a tem—
porary nature which threaten the proper functioning of the Community or the

progregs towards further integration.

' This was the case when the Community on the basis of Article 235 of the

E,B.Ce Treaty was enabled to float loans the proceeds of which are to be
put at the disposal of Member States experiencing serious balance of payments

difficulties as a consequence of the energy crisis.

The Burpean Coal and Steel Community

It is outlined in the E.C.S.C. Treaty that the Community, in order to promote
the expansion and modernisation of production and in order to safeguard em-—
ployment, can place financial means at the disposal of undertakings for their

investment (see articles 2, 3 and 5).

To this end the High Authority, according to article 49, is empowered to
procure the funds it requires, notably by contracting loans which have to
be exclusively used to grant loans (art. 51, §1). Since the fusion of the
executives of the three Communities, the tasks of the Hihg Authority are

carried out by the Commission.

In the framework of the energy and coal- and steel policy, the goals of
which are regularly discussed with all parties concerned (Commission,
Furopean Parliament, governments producers, consumers), the E.C.S.C. grants

loans which globally fall into three categories :
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a) loans to undertakings which facilitate the carrying out of invest-

ment progrommes (art. 54);

-~ b) loans to help finance programmes either for the creation of new
and economically sound activities or for the conversion of existing
undertakings which intend to reabsorb redundant workers intc pro-

ductive employment (art.56);

¢) loans to facilitate the realisation of housing programmes for workers

in the coal and steel industry.

The conditions of the loans granted have to correspond with those of the
funde raised on the capital market, with exception of very definite sectors
(1ike the coke-plants) where expansion must be supported, and of the loans
which have social and regional aspects : "préts de reconversion" (sub. b),
environmental policy, creation of professional training centres. In this
case a certain interest subsidy is granted out of budget resources. The
subsidy is now 3 % for the first five years of the loan. On the contrary,
the "housing programme" loans with a life of 20 to 25 years and bearing an

interest rate of 1 %, are financed mainly out of own resources.

During the period 1954-1974 the total amount of loans raised was 1 995
million U.4, (*) and, account taken of amortization of 380 million U.A.,
total outstanding loans at the end of 1974 amounted to 1 615 million U.A.
‘Yearly issues grew from 74,5 million U.A. in 1954 to 527,7 million U.A. in
1974 and amounted to 656 million U.A. in 1975. |

For the period 1954 - 1974 the loans granted amounted to 1.912 million U.A.
of which 1 480 million U.L. for normal industrial loans (sub.a), 275 mil-
lion U.A. for the "préts de reconversion" (sub. b) and 157 million U.A, for
housing programmes (sub. c¢). Total loans granted during 1975 amounted to
709 million U.A.

A detailed description of the E,C.S.C.'s financial activities can be found

in annex I of this report,

(#) All figures in E.C.S.C. Unit of Account at the exchenge rates of 3lst
December 1974.



IV.

The BEuropecan Investment Bank
Article 130 of the E.L.C. Treaty stipulates that the E.I.B., by having

recourse to the capital market, can grant loans and give guarantees to .
help finance projects in all sectors of the economy the realisation of
which contributes to the balanced and steady growth of the common market

in the interest of the Community.

According to its Statute, the E.I.B. is a non-profit-making body but
this means, naturally, that it covers its operation costs. In addition,

the Statute provides for the accumulation of reserves and provisions.

In the past its main activities comprised of helping to finance the follo-

wing categories of projects :

— investments in less developed regions of the Community, e.g.
South Italy, Ireland, certain areas in France and the United

Kingdom and certain border areas in Germany.

- investments in industrial areas suffering from structural diffi-
culties such as North and BEast France, mining areas in Germany and
Beliium, old industrial centres in the United Kingdom.

- investments of particular interest to Buropean development e.g.
advanced technology, environmental protection, energy (especially

nuclear installations).

- investments in infrastructure of common interest and investments
resulting from technical and economic cooperaticn between enter—

prises in the different Member Countries.

Apart from these intra-Commumnity activities the E.I.B., by special
decision of its Council of Governors, has contributed to the financing

of projects, outside the Community, of the following kind :

- investment outgide the E.E.C. but of particular interest to the
Community (e.z. a pipe line through Austria to transport Soviet
natural zas to France and Italy).

~ within certain predetermined limits investments in countries which
have concluded association or cooperation agreements with the E.E.C.
(the Yaounde and Lome Convention countries, the Maghreb countries,

Portugal, etc...).
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Apart from all these operations which the Bank finances from its owm
resources, it sometimes acts as the agent for Member States. In this
respect may be recalled the management by the Bank of the special operations
in Turkey, financed out of the Member States' resources and provisions for
the management in future of the sc-called "risk capital" operations to be
financed out of the European Development Fund in the A.C.P. countries.

These agency operations are accounted for outside the Bank's own balance
shoet in the "Special Section" created in 1963 for that purpose. The Bank's
capital amounts to 3 543,75 m. U.A. of which 557 m. U.A. are paid up or
payable. During the period 1958/1974 it has granted loans for 4 65°,5 m, U,A.
which helped finance investments of about 21 billion U.A. Of this amount

some 85 % went to projects within the Community's borders.

In 1975 the total of new commitments signed by the E.I.B. was of the order
of 1 000 m. U.A.

The total amount of loans floated during the period 1961/1974 was 3.390 m.
U.A. and total outstanding loans at the end of 1974 stood at 3 124 m. U.A,
Yearly issues grew from 21 m.U.4A, in 1961 to 825 m,U.A. in 1974. In 1975
the calls of the E.I.B. on financial markets amounted to about 831 m.U.A.

of which nearly 814 m.U.A. resulted in public or private placings.

A detailed description of the financial activities can be found in annex n°2

of this paper.

V. The Community loan mechanism

The Community initiative to raise external loans was based mainly on the
need to help member countries overcome balance of payments difficulties
originating in the oil price increases, It is therefore of a temporary
nature.

Two regulations, adopted 17th February 1975, contain the following main
provisions

- The fund raising operations can be concluded either directly with

third countries and financial institutions or on the capital markets.

— The maximun amount is limited t0 the equivalent in Duropean units
of account of three billion U,S. dollars and the average term_of

the funds borrowed may not be less than 5 years.



-~ The loans granted to any liember State are conditional upon the Member
State concerned adopting an economic programme 10 improve its halance

of paymerts.

— The operations have to be "blank", lending and borrowing couditions

have to be the same.

- In order to guarantee the servicing of the external loans under any
circumstances, Member States have adopted a guarantee mecganism whereby

they will stand to provide the Community with the necessary funds,.

= At least two Member States of the 15,E.C. will make use of this possibi-
lity in 1976.

Further details can be found in the two Council regulations annexed hereto
(annex n° 3),

VI, The Zuratom loans *)

The estimates with regard to the financing need for the supply of electri-
city by nuclear energy show that in the coming years considerable amounts

will have to be raised on capital markets,

To cope with this problem the Commission has proposed a common financing
policy, in particular the raising of external funds by Huratom itself
through loans which, according to Article 172 of the Furatom Treaty, can

be raised on national and international capital markets.

These loans would serve as supplementary finance for projects in the nuclear
energy field and would normally not exceed 15 to 20 % of total investment of

each project,

The Commission is od the opinion that loans of an annual volume of 500 million
U.A. would help substantially towards the implementation of the Community's

energy Programme

The Buratom loan mechanism has becn approved by the various Community bodies,
and notably the Furopean Parliament in its session of 18th June 1975 has ex~
pressed itself in its favour. The final decision on the proposal by the Council

is still pending.

*) On the basis of the Council Docision of May 28th, 1959, two loans have already
been granted in the past for the financing of nuclear power stationse -



If adopted this mechanism will be worked out by the Commission in coope-

ration with the E.I.Be which also grants loans in the nuclear energy field.

VII. General principles and final considerations

The above analysis shows that the Community's borrowing policy is at the
moment going through a period of change. The ECSC and the E,I.Bs have
been active for a long time, and have well.establishad and growing posi-
tions in the financial markets., In addition to these well established
borrowers the Community has decided to start Community loans, and has
adopted in principle the Commission's proposal for Euratom loans. The
Commission has moreover recently sent to the Council a proposal for the
creation of a Buropean Export Bank maich would be 1arge1y financed by

borrowing.

These developments reflect the desire that the Community should be able
to help more effectively to achieve the policy targets it adopts. Thus,
the major economic changes in theenergy sector justify the Euratom pro-
posal, which will help the energy objectives for 1685 to be fulfilled.
The Community loans is an important concrete step by which the Community
can help towards the goal of economic and monetary union. For the future,
the Commission has proposed the development of a Buropean Export Bank to
help finance multinational projats of Community interest of which finan-
cing has hitherto been sometimes difficult because of the lack of a cen-

tral Community organization.

In these circumstances it is not possible to forecast accurately the
future scale of the Commmity's borrowing, but it seems likely that the

trend will be upwards,

Community borrowing is not however an objective in itself. Community
financial policy is to be considered as being of a complementary nature
even if it happens to be essential in view of the amount or conditions
provided. In the framework of the Communities' activities it is directly
linked to the devising and implementing of eg a common regional, social,
industrial, energy or commercial policy. It is necessary that a certain
cohesion exists between the fixing of common policies and projects and

the way in which these will be financed as these policies will have to



be adjusted in the light of changing economic and political circumstances.
It should be able to respond quickly to changing market conditions, to
take advantage of new financing formulae or newly emerging markets and

in general o work efficiently on capital marketis.

Community financing serves, above all, a purpose if funds can be borrowed

" at better conditions than can be obiained by individual Member States or

by private bodies, or if funds can be obtained which would not otherwise

be available for individual countries or other public or private borrowers,
Usually, the Community can obtain better terms in the financial markeis
than are available to the individual borrowers in question., The Community's
name thus provides an improvement which, on the large sums involved, can

be very significant.

This ability to borrow on the best terms depends on the judgment which

the market makes of the borrower, In the case of E.I.B., the Bank's capital
and reserves, as well as the quality of its existing borrowers, are ample
gugrantee. In the case of the EC3C, %o its reserves and the quality of iis
portfolio is added the ability of the ECSC to impose a levy on the coal

and steel industries. The Community loan is included in the Community
budget, but -a supplementary guarantee is provided by the Member States
under special arrangements. For Buratom loans & simpler procedure is
envisaged, providing for a guarantee through the Community budget (also

the technirue proposed for the Buropean Export Bank) and they will also

be able to rely on the quality of its portfolio., The provision of satis—
factory guarantees is essential if Community lending is to retain its

advantage.

The methods implemented tc raise the necessary funds should of course be
adapted to the character of invesiment for which the funds are needed.
Thus, account should be taken of whether funds should be medium, long or
extremely long term, whether commercial principles should be applied or
whether a soft loen element be included (this involves budgetary costs,
and will nezd to be rzserved for particular priority areas); whether
sufficient guarantees sould be provided for by the final debtor or addi-
tional guarantees, supplied Wy Member States and/br Community bodies,

are necessary.



Externally, the Community's lending activity has increased and will
increase further, There have been Financial Protocols with Greece and
Turkey formny years, in the framework of Association Agreements. There
is now an ambitious lending programme in the context of the Lome Agree~—
ment: the Community has given some emergency aid to Portugai, and
Financial Protocols have been decided with the liaghreb countries and
with Malta. Further financial activities are to be envisaged, renewing
the existing Financial Protocols with Greece and Turkey, developing
financial activities with Portugal, and also providing lending to other
Mediterranean countries. This development in the external lending activity
of the Community is a counterpart of the Community's growing role in
external relations., The European Investment Bank has proved an excellent
instrument so far for the management of this lending activity, and the
Commission believes that this should continue in the future. This poses
a problem of balance in the activities of the BE.I.B., between its rapidly
increasing external lending and its much larger internal activity. The
Commission believes that priority must continue to be given in the E,I.B.
to internal lending, ndtably regional, but that this priority need not
conflict with developing external lending as far ahead as can at present

be foreseen.

Faced with this groving lending activity and the need for its financing,
how best can the Community approach the financial markets? At this stage;,
no definitive answer can be given to this question; as noted above, we

are in a transitional period. The ECSC and the E.I.B. have easy access

to financial markets on the best terms., Both borrowers are knowm. The
addition of Buratom and Community loans to the range of the Communify
borrowing instuments will give us further experience of the extent to
which different means of approaching the financial markets help to maximise
the amount which the Community mau raise in this way. The borrowing
activities of the Community, provided that adequate guarahtees are avai-
lable, are at the moment well below the totallexp0sure which might be
regarded as limiting by potential lenders. In this context, the Commission
believes that coordination of borrowing activities of the Community is
necessary to aveid conflicts of timing of issues and, for its part, has
made the necessary arrangements for all such activitieé within its com-—

‘ petence.



- 10 -

It is clear from the above that developing a Community loan pclicy
could greatly increase the Community's means of financial intervention.

This immedisitely raises a problem of Parliamentary control.

Parliament alrecady rececives full information about the financial activities
of the ECSC, in particular when it is consulted regarding the fixing of
levies and through discussiors of the auditors® report, On the other
hand the borrowing operations of the E.I.B. do not fall under direct
Parliamentary control although the Bank regularly provides Parliament
with information on its activities, and the Buropean Parliament may put
questions to the Council and the Commission about E.I.B. activities.,

The Community loan, being inscribed in the Community budget, is subject
to Parliamentary control. This is also the case for the Euratom loans,
and is suggested for the Buropean Export Bank, The flexibility of the
use of the Community budget in this context to provide the necegsary gua-
rantees, as well as its benefit in increasing Parliamentary control, are
arguments for having greater recourse to this means in the future., It
will of course he moreover open te the "Cour des Comptes™ to examine the

consequences of any budgetary activities,



ANNEX I

MEMO on ECSC borrowing and lending

I ~ the bases for the ECSG's financial operations

1. The Treaty of 18 April 1951 establishing the European Coal and Steel
Community, gave the institiutions of the Community, among other tasks,

thoge of:

"promoting the orderly expansion and modernization of production”
(Article 3(g)) and of "safeguarding contimuity of employment"
(Article 2).

To thiid end, the Community shall "place financial resources at the

disposal of undertakings for their invesiment" (Article 5) either in

BOSC industries or in industries which contribute directly and

primarily to increasing the production, reducing the production costs az
facilitating the marketing of products within ECSC jurisdiction (Article 54) —
or in other industries where such investment will promote employment for

redundant workers from BCSC industries.

The Treaty provides that:
~ the High Authority is .empowered to contract loans (Article 49)

— the funds obtained by borrowing may not be used except to grant loans
(Articles 51(1) and 54(1))

— the High Authority may guarantee loans granted direct to undertakings
by third parties (Ardicle 54 paragraph 1).

The tasks of the High Authority were assigned to the Commission by the
Merger Treaty of 8 April 1965. Within the Commission, the Directorate-—
General for Credit and Investmenis is the department responsible for

implementing the Communities? policy of granting and contracting.loans,

I



incluﬂing policy on ECSC loans, which have in fact so far been the most

2. This policy accords with the energy policy and the iron and steel policy
laid down by the Commission. It is an instrument helping to attain the
General Objectives for Coal and Steel which the Commission formulates
periodically with the assistance of all the parties concermed: governments,
producers, workers and consumers. It is also a practical means of backing
up the opinions which the Commission is called on to give on the investment

programmes of wndertakings.

Because coal and steel undertakings are required to report their investments
when in project form and to answer an annual survey on work actually carried
out and their overall investment forecasts, there is a steady stream of

information guiding those formulating ECSC borrowing and lending policy.

3. Three types of loans are granted within the framework of the ECSC:

(a) industrial loans which are granted by the Commission directly, in
the case of undertakings covered by the Treaty for investments situated
within the Community (Article 54(1)), or with the wnmanimous consent of the
Council in the case of undertakings not covered by the Treaty or of

. investments located outside the Commumity (Article 54(2));

(b) conversion loans which are granted directly in the case of industries
within EGSC jurisdiciton; - or, with the assent of the Council, in any other
industry,

with a view to facilitating the creation of new and economically sound

activities capable of reabsorbing redundant workers into employment

~ elither by the introduction of new technical Processes or equipment in
the coal and steel industry {Article 56(1))

— or by fundemental changes in marketing conditions for these industries
(Article 56(2)).

| -



(c) loans intended to help finance residential comstrmotion programmes for

coal and steel workers: "workers'! housing".

Industrial loans and conversion loans are granted out of funds obtained by
borrowing, at a rate the same or very nearly the same as the ocost of the
corresponding borrowings. The ECSC makes no financial profits. Interest
rebates out of budgetary i-esou.roes ~ gt present three percentage points over
five years — are, however, granted in a large proportion of conversion loans,
and in some industrial loans for the purpose of speeding up the attainment
of certain particularly important objectives: at present these are the
construction of coking plant and vocational training centres, and exceptional

measures for safeguarding the environment.

For all loans the Commission asks undertakings to put up first—class, but
not necessarily public, guarantees. Many loans are concluded on the basis
of mortgages, bank securities, etc.

"Workers® housing” loans are most often granted out of the Communiiy's own
funds at the rate of ‘I% and for a period in the region of twenty years.
Combined with other funds provided by national finanoial institutions,
these loans permit construction on favourable terms.

4. The loans are contracied on capital markets inside and outside the
Community, in the currencies of member countries and in dollars, Swiss

francs, or in composite units of several currencies.

The funds obtained by borrowing are re-lent in the same currency and for
the same period, so that the ECSC takes no currency risk.

The ECSC's credit standing is based, first of all, on its right to charge
the ECSC levy: up to & limit of 1% of the value of ccal and steel production
this is by Commission decision, and above this limit after authorization by
the Council, acting by & two thirds majority. Even the 1% limit, however,

13



represents a possible figure in the region of 300 million u.a. per
annum, which over and above the budgetary requirements for
administrative expenditure, readaptation or research, leaves a very
wide margin for any possible difficulty the ECSC might find in
complying with redemption maturities as a result of undertakings
defaulting on ECSC loans.

In order to improve its credit standing even further, the ECSC has,
however, set up a guarantee fund also on the basis of funds from
the levy, at first fixed at 100 million u.a., and then increased

from 1973 to 1975 by the new Member States? contributions to the
ECSC reserves.

In addition the ECSC has set up, on the basis of interest earned

from investing guarantee fund resources and resources from reserves
set aside for btudgetary commitments to be met in following years,

a special reserve (at present 90 million w.a.) which is not kept
liquid because its funds are lent long term at low interest rates

to finance workers' housing, but which is nevertheless a useful
guarantee since the claims in Community hands will definitely be
honoured. The special reserve 2lso includes the ECSC officials? former
pension fund (34 million u.a.), 60% of which is used for “workers'
housing™ lomns and 40% for loans to help Community officials
themselves to acquire their own homes.

These financial guarantees taken together backed up even further by
the size and standing of the undertakings to which the ECSC lends,
give it first class status on the European amd world capital markets.
When it floats public loans in New York, the ECSC obtains the triple-A
rating which is granted only to the best debtors (see the ECSC balance
sheet at 31 December 1974 in Annex I).

IT. The ECSC's financial operations from its incegtion in 1954 until 1974

The first loan contracted by the High Authority was raised in 1954 on
the responsibility of President Jean Monnet. The #100 million loan was
for twenty-five years and carried an interest rate of 3.7/8%.
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For 1974, the total of loans contracted was the equivaleant of
528 million u.a. 'This figure, and all the figures in this report,
is given in units of account at the 31 December 1974 conversmion rate.

Details of the operations are given in Annex II.

In twenty~one years the total of both private and public loans contracted
is 1 995 million u.a. After redemptions of 380 million u.a., the
amount esutstanding totalled 1 615 million u.a. at 31 December 1974.

In fact, up to and imcluding 1971, it was exceptional for amounts
lent to total more than 100 million u.a. in a year. In 1972 and 1973
they went above 200 million u.&. and in 1974 above the 500 million u.a.

mark.
Table 1

Total loans contracted per year

in million uw.a. at 31 December 1974 oonversion rates

Year# Number of loans TPotal
1954 1 74 467 926.66
1956 2 30 335 709.85
1957 5 33 667 892.90
1958 1 37 233 963.33
1960 1 26 063 T74.34
1961 6 25 337 123.59
1962 8 €9 055 046.56
1963 4 26 852 139.57
1964 7 129 416 751.55
1965 3 65 652 634.08
1966 5 80 432 562.89
1967 2 48 787 101.27
1968 5 105 687 186.48
1969 4 61 249 269,90
1970 2 67 112 237.57
1971 6 99 833 048.87
1972 8 193 980 958.48
1973 15 292 544 8B1.50
1974 13 527 711 957.93
100 1,223 424 167.32

¥*no loan in 1955 amd 1959.
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The increase is due both to:

= the transformation of the capital market into more amd more of a
world market, increasingly mobile, with borrowing opportunities
shifting rapidly from ome oountry ito another and Eurocurrencies
assuming growing importance; it is therefore more difficult for
undertakings to have direct access to the market;

- increasing invesiment by the coal and steel imdusiries owing to
the boosting of ooal programmes after the imcrease in oil prioes
and to new steel programmes implemented whem the demand for sieel
rose sharply before the present recession;

The two sets of factors oombine to create greater demand for fimance
from the ECSC, which has direct access ito all the fimancial markets
where there are fumds available for lemding.

Table IT
Investments made hy the Coal and Steel imdustries
Eur 6/Eur 9
Coal industry* Iron-ore mines Steel industry*

1954 445/ 29 453/
1955 408/ 31 524/
1956 404/Bur 9 44 570/Eur 9
1957 471/Average 50 T08/ Average
1958 469/1954-64 41 644/1954-64

546 1167
1959 406/ 40 587/
1960 370/ 43 75/
1961 380/ 52 1123/
1962 366/ 46 1230/
1963 325/ 28 ' 1480/
1964 291/ 24 1315/
1965 219/450 26 932/1774
1966 189/422 17 843/1083
1967 159/371 16 730/990
1968 150/278 21 802/1054
1969 101/228 20 1039/1277
1970 108/258 21 1706/2073
1971 136/288 26 2266/2851
1972 151/335 21 2639/3229
1973 148/307 25/26 2584/3028
1974 /362 /28 /2199
1975 /587%xx /28 /3050

*i.e.3 ocollieries, pithead coke~ovens, independent coke-ovens, briqueiting
plants (pithead power statioms are mot imcluded).

#*i_ e.t steelworks coke~ovens, preparation of the burden, direct reduction,
blast furnaces, steelworks, rolling mills, power gemeratimg plant
and miscellaneous. -

HkForecasts.



1. With regard to the treakdown of loans hy currency, at the end of
1974 dollars represented the largest amount in the total, because of the
major loans (@570 million) contracted im this curremcy im 1974, in
particular on the oil Eurodollar market. Nexi comes the (erman mark,
which for ten years has been a regular source of borrowed funds for

the ECSC, just as Luxembourg francs and to a lesser exient Belgiam
framos have been for the laﬁt twenty years.

Loans in Italian lire have been contracted leas frequemtly and loans
in French francs have sxpanded only in recent years, and this is also
true in respect of borrowimg on the Swiss markei.

The Dutch guilder has been used regularly, but only from 1961 to 1967.

Lastly, in 1966 the ECSC floated a loan in “units of accomnt™ as defined
on a gold basis and in 1970 a loan in "European nonetary umits™ the
value of which was fixed for the entire duration of the loan in the
various curremcies of the Six.

Zable III
Breakilown of loans comtracted iy eurremsy' 195474
million u.a.
fotal amount
g::::::i“ of loans 5 Redemptions :.ml tn
contracted ouis ng
US dollaxr T26.06 150.39 575.67
ht | S14.31 119.11 395.20
Lit 143.20 16.04 127.16
FF 118.85 9.41 109.44
Fl1 61.92 35.98 25.94
SF 154.37 27.48 126.89
Bfrs T7.48 8.83 68.65
Lfrs 122.39 9407 113.32
56-84 - 56.&
Ne&e 20-00 3-90 16010
Total 1 995.42 380. 21 1 615.21

T#he main features of the loans comtracted hy the ECSC up to

31 December 1974 and the definitions for # (Buropean moneiary units)
and for u.a. are given in Annex I.

20: the basis of the rates adopted for the comversion of matiomal l-7
currencies into units of account at 31 December 1974.



2. With regard to interest rates, it will be noted that, apart from
some very rare exceptions, they have risen steadily in 211 currencies
over the last tweniy years, and that recent rates are over twice anmd
sometimes almost three times the 1954 rates.

Of course the ECSC, like other borrowers, cam only follow the market
trends. DBecause of its credit rating it cam, however, obtain rates
appreciably lower than the current rates — which is one of the
advantages of its finmancial operations.

3. With regard to redemption periods, they have grown increasingly
shorter, especially over recent years, when it has become impossible
to berrow very long term (20 or 25 years). Many loans have even
had to be comcluded for periods of not more thamn 5 to 7 years.

4. Apart from loans granted out of own funds, the amounts and terms of
loans gramted match those on which the ECSC has borrowed. For the
twenty—one years from 1954 to 1974 the breakdown between the various
categories of invesiment and the various countries is as follows. On
the whole, these breakdowns reflect the respective sizes of the
industries concerned in the different countries. The short peried
during which the new member countries have been able ito benefit from
these loans should obviously be borne in mind.

Table IV

A. Loans te finance indusirial investment 1954~74
(Article 54)

Coal industry 280.17
Iron=ore mines 25.65
Steel industry 1 046.89
Conventional power stations* 111.02
Steel-using industries 4.94

1 479.73

All these loans were made out of funds obtained by borrowing

*Pithead power stations (Article 54, paragraph 1) and, partly,
non-pithead power stations (Article 54, paragraph 2).

/%



B.- Loans to finance conversion investment up to 1974

(Art. 56)

Category

Construction of vehicles and accessories
Steel

Chemical industry

Non=ferrous metals

Trading estates

Electric power stations

Rubber

Wood and furniture

Mechanical engineering

Ceramics, glass, lime, stone

Paper, printing industries

Electirical engineering

Cast-iron, steel and other metal articles
Textiles, clothing

Processing of plastic products
Manufacture of structural metal products
Food=manufacturing industries

Aircraft construction

Transport

Miscellaneous

Total

Amount

(million u.a.)

46.79
45.75
37.60
25,65
23.22
18.40
17.26
9.34
8.0
7.92
7.65
7.40
6.07
3.08
2.62
1.23
1,22
1,15
1.07

—2221
275.30
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Of these loans, 270.27 million u.a. were provided from funds obtaining

by borrowing and 5.03 million un.a. from own funds.

9
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Table ©

Breakdown by country
of loans granted from 1954-1974 (in million u.a.)

Industrial loans Conversion loans Total
Denmark 7.81 : - 7.81
Germany T724.98 102.27 827.25
Belgium 69.53 44.05 113.58
France 357.97 62,87 420.84
Italy 225.66 24.76 250.42
Luxembourg 3.02 - 3.02
Netherlands 33.65 24.19 57.84
United Kingdom 46.17 17.16 63.33
Community 1.468.79 275.3C 1.744.09

The Community granted the following loans, from its own funds (108.40
million w.a.), and from funds obtained ty borrowing (48.59 million Uele ),
for construction programmes = or in some cases improvement programmes -—
for workers' housing, involving 132 160 dwellings.

Zable 6

Loang for workers' housing

1954/74 (in million u.a.)
Denmark 0.27
Germany 79.17
Belgium 26.06
France : 23.72
I‘l:a.ly 1 30 20
Luxembourg 4.22
Netherlands : 8.63
United Kingdom 1,72
156.99

Finally, the BOSC granted loans totalling 10.97 million u.a. from its own
funds, for technical research on workers® housing (3.12 million u.a.), the
stocking of coal (6.62 million u.a.) and a number of welfare activities
(1.23 million u.a.).

9.0
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The possibility of providing guaraniees did not in practice prove to
bYe an important support for the industry. Only 52 130 000 u.a. in
guarantees were granted from 1954 to 1974, almost exclusively in the
steel industry. '

I1I. Recent ECSC financial operations and outlook

The inecrease in the number of operations in 1974 continued in 1975,
with & rise in the total amount of loans contracted from 529 to 658

million u.a.

+

In terms of currencies used, the predominant position occupied by the
dollar in 1974 was less marked in 1975; operations were also carried
out in French franos and Dutch guilders and there was an increase in
the number of loans contracted in German marks; Swiss francs played an
important role this year as a result of Switzerland's considerable
liguid assets.

Iable VII
1974 1975
in million n.a. &;ge 3_1 December 1974 rate

Us # 424.47 282.98 |
).} 7765 140.38
Lit 13.74 34.37
FF - 20.92
Fl - 23.84
SP 5.19 112.53
Bfrs - 30,83
Lfrs 8.22 12.33

529.27 658.18

Hith regard to the methods of placing, the ECSC borrowing was divided in
1974 between private loans and bond issues. The largest public loan -
£100 million - was placed on the New York market. In view of the
sucoess of this loan, two further bond issues totalling $275 million
were placed on good terms on the New York market at the begimnning and at
the end of 1975.

A
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With regard to interest rates, the credit rating of the E€SC remained
so high its borrowings were made at the lowest rates obtaining on the
market. The rates varied on the whole according to the currencies
between 8.5 and 10% in 1974, and between 8 and 9.5% in 1975.

With regard to the redemption periods mest ECSC borrowings in 1974 were for a
period of 5 to 7 years, while in 1975 it was possible to extend the
period to 8 or 10 years, at least for the first part of the year.

As a matter of principle, the loans granted match, as to their characteristics,
the ECSC borrowings. The breakdown of the amounts by period differs,

however, from that of the loans granted, since there is often a gap of

several days or several weeks between the time when the ECSC borrows

funds and the time when the loans are granted.

The loans granted totalled 387 million uw.a. in 1974 and 709 million u.a.
in 1975.

With regard to the importance of these loans in the financing of
investments in the industries in question, in 1974 they accounted for

9% of total investments in the steel industry and 17% of total investment
in the coal industry. In 1975 these figures were probably about 20% for
the steel industry and 25% for the coal indusiry, if, in referring to the

- investments planned for 1975 one takes account of the fact that investment

forecasts are not always fully realized.

The following breakdown shows how these loans were granted by sector in
million u.a. at the 31 December 1974 rates:

Table VITI

1974 215

Coal industry (x) 62.18 141.40
Iron~ore mines 2.38 -

Steel industry (x) 248.14 498.67
Conventional power stations 11.27 ‘ 0.50
Total industries loans fArt.54) 323.97 640.57
Conversion (Art. 56) 49.44 52.03
Workers?! housing 4.46 16,28
General total 377.87 708.88

(x} As in Table IT above, pithead and private coke-ovens are included
with the coal indusiry and siteelworks coke-ovens with the steel
industry. (In 1974 and 1975, however, the loans granted were all
allocated to steelworks coke—ovens).
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The breakdown of loans granted per country is as follows

loans

Total Industrial Conversion Workers! housing .

1974 1975 1974 1975 1974 1975 1974 1975
Denmark 0.27 20.72 - 20.33 - - 0.27 0.39
Germany 150.06 140.86 136.41 129.63 13.09 3.73 0.56 7.50
Belgium 10.28 29.66 - 28.94 10.28 - - 0.72
France 84.77 104.39 77.86 90.17 6.52 9.90 0.39 4.32
Italy 65.18 153.27 63.53 152,51 0.54 - 1.11 0.76
Luxembourg 0.41 1.06 - 0.61 - - 0.41 0.45
Netherlands 1.85 28,71 - 22,98 1.85 4.90 =~ 0.83
United Kingdom 65,05 230.04 46.17 195,40 17.16 33.50 1.72 1.14
Ireland - 0.17 = - - - - 0.17
Community 377.87 708.88 323.97 640.57 49.44 52.03 16.28

4- 46
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CONCLUSION

The credit status of the ECSC is based on its right to collect the
EC3C levy and or the reserves entered on its balance sheet. The
levy has for several years been kept at a relatively low rate.

The reserves, which remained stable for a long time, were slightly
increased as a result of the contributions of the new Member States
snd will have to continue receiving certain amounts, both to meet the
expansion in ECSC financial operations and to allow contiq%@@g}\al

: S &

investment.

It is important to point out that the ECSC reserves are not 2 passive
hoarding of capital. At present half of the reserves (the Special
Fund of 90 million u.a. and the Pension Fund of 34 million u.a.) is
used for loans at very low interest retes and for very long periods

to finance workers'! housing. The other half (the Guarantee Fund of

120 million w.a.) is invested on the money market and produces interest
which is used either to increase the Special Fund or to finance the
interest rate subsidies which are granted to conversion loans for the
credtion of jobs to reabsorb redundant workers and to a mumber of
industrial loans, particnlarly for the improvement of the environment.
The ECSC reserves have therefore a2 sccial role which is of direct
importance. In addition, by allowing the ECSC to provide undertakings
with invesiment funds at lowest cost, they centribute simultaneously to
ensuring long-term employment, by increasing the productivity of
undertakings, and to supporting short~term economic activity, by meintaining
investments.

However, it is quite clear that, whatever advantage ;:zoal and steel
undertakings might find in borrowing funds which the ECSC may procure
for them the action of the ECSC remains supplementary not only to
undertakings own funds but also to other funds obtained by borrowing
which they must be able to obterin elsewhere.
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With regard io individual projeots, the Community limits its
participation to a level not exceeding 40 to 50% of the cost of the
project; <the proportion which it is desirable to fimance may depend
on the nature of the projectis or on that of the undertaking, but will
of oourse not exceed the amount applied for.

In terms of aggregate figures, an examination of the average percentages
which will be reached im 1975 (see paragraph III) shows olearly that
participation by the ECSC covered a relatively siseable proportionm of
the total loans oontracted by coal and steel underiakings.

Apart from the coal and steel industiries, conversion loans to facilitate
investment have been of considerable imporiance in a wide range of

other industries. Ry comirast, very little atiention has been paid

80 far to the ECSC's responsibility, laid down in the second paragraph
of Article 54, to assimt the fimamcing of works and installatioms which
contribute directly and primarily to increasing the production, reducimg
the production costs or facilitating the marketing of products within
its jurisdiction.

This clause was used in particular in 1974 with loans of 11 270 000 uw.a.
to promote the markeiing of coal by comstruoting comventional power
stations not forming part of the mining induetry, and in one case, not

so recently, (4 940 000 u.a.) to facilitate the marketing of steel. It
is at present plamned to make further use of the clause to contribute

to the financing of invesiment intended to assure raw material supplies
for the steel indusiry. Certainly, the provisions of the Treaty, insofar
as the necessary resources cam be raised (which is at presemt the case),
provide & means of contributing, on a supplementary basis but effectively
nevertheless, to promoting the development of the Commumity's own energy
production and of ateel production, which is an imporiant element inm its
genaral economic prosperity.
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BALANCE SHEET OF THE EUROPEAN COAL

A unit of account gepresents the exchange value of the various currencies
= Bfr 48,6572 = Lfr 48.6572 = Dkr 7.57631 = FF 5.97402 = Fi. 3.35507

ASSETS
I — Disburscd loans 1 474 735 798.19
IT — Cash and Bank accounts 470 841 030.54
II[ — Short and medium-term placements 24 475 043.84
IV - Investments 66 909 981,74
V ~— Fixed assets i,—
VI <= Recoverable issuing costs 23 317 536.33
45 014 904.58

VII — Miscellaneous
VHI — Accrued Income

Suspense accounts:
I <= Entetprises’ liabilitics under guarantee 22 517 066.38

+ I — Contributions due from _
new Member States 13 847 898.13

45 198 393.76

——n

2150 492 68.98

s Parittes estabiished in conformily with declelon 3542/73 ECSC and 3328/74 Commission of the European Com-
munities (Official Journal of the Europesn Communities of 29 December 1078 and 31 December 1674).

Auditor’s Note

. Having examined the books, vouchers and documents of the bookkeeping and the
explanations supplied to me, T herewith certify that the financial position of the
European Coal and Stee! Community at 31 December 1974 is ‘oorrcctly and properly

reflected in the above document.
Luxembourg, 15 May 1975

P. Gaupy
Audiror



'AND STEEL COMMUNITY AT 31 DECEMBER 1974

at the following rates of conversion: 1 EMA unit of sccoynt == DM 3.21978
= Lit 872.885 = £ 0.572465 = £ Ir. 0.572465= Sfr 3.37685 = US $1.34286 = E 0.87972

LIABILITIES
- I— A — Loans 1 615 215 414.56
B — Reimbursement premiums
to be paid 1 908 843,98
: —_— 1 617 124 258.54
II — Reserves
A — Guanantee fund 120 000 000.—
B — Special fund 90 000 000.—
— 210 000 000.—
Il — Allowances .
A — Financial aid 167 947 219.54
B — Other 33 357 027.52
, —— 201 304 247.06
IV — Former pension fund 33 949 726.38
V — Miscellancous 40 949 162.24
VI — Accrued liabiliries 47 149 478.89
VII — Unallocated balance . 15 816.87
2 150 492 689.98
Suspense accounts:
1 — Lisbilities under guarantees 22 517 066.38
[1 — Unallocated contributions from
new Member States 13 847 898.13
Coal and Steel Community

Commission of the Europesn Communities

A, NicoLETTI - R. Hacker
Director-General Director for Borrowings
for Credit and Investments and Administration of Funds

27
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' MAIN CHARACTERISTICS OF LOANS

Initial amount

Year * | Interest | o Bal outstanding
of % m . t 31 December 1974
(yesrs) it muer
lasne . In curre) .
) ] oln m::y equi::l:::o mmlh {)n unlty ofu_eount)
1954 ! 3% 25 [US$ 100 000 000 | 74 467927 22 861 655
1957 | S§ 18 25 000 000 | 18 616 982 1638 294
1957 | § 5 10000 000 | 7 446 793 —
1958 | 5 20 35 000 000 | 26 063 774 7 223 389
1958 | 4 () 15 000 000 | 11 170 189 —
1960 | 5 20 25 000 000 | 18 616 982 7 558 495
1960 | 43-5 ] 10 000 000 | 7 446 793 —_ :
19%2 | 5 20 25000 000 | 18 616 982 10 015 936
1964 | 54 20 30 000 000 | 22 340 378 14 893 585
1966 | 6} 20 15000 000 | 11 170 189 8 936 151
1966 | 64 20 20 000 000 | 14 893 585 11 877 634
1967 ] 6 20 25 000 000 | 18 616 982 16 085 072
1967 | 6 20 20 000 000 | 14 893 585 12 882 951 .
1971 17 15 20 000 000 | 14 893 585 14 893 585
1973 | 7 15 30 000 000 | 22 340 378 22 340 378
1974 | 7 15 50 000 000 | 37 233 963 37 233 963
1974 | 8} 5 20 000 000 | 14 893 585 14893595
1974 | 9 - 8 100 000 000 | 74 467 927 74 467 927
1974 {9 10 100 000 000 | 74 467 927 74 467 927
1974 { 10 10 200 000 000 (148935 853 148935 853
1974 | 8} 5 100 000 000 | 74 467 927 726 062 286 | 74 467 927 575 674 307
1955 | 3 25 |DM 50000 000 | 15 529 011 4649 324
1957 | 4 20 2977 450 924 737 185 872
1964 | 5 12 100 000 000 | 31 058 023 7143 345
1964 | 5 15 100 000 000 | 31 058 023 13013 i
1964 | 5 12 30000000 | 9317406 1 863 481
1965 | S 18 150 000 000 | 46 587 034° - 32 300 344
1965 |5 5 23000 000 | 7143 345 —
1967 | 6 5 30000000 | 9 317 406 —_
1968 | 64-6} 10 120 000 QU0 | 37 269 627 18 634 814
1968 | 6 13 60 000 000 | 18 634 814 13 044 369
1969 | 6 15 40 000 000 | 12 423 209 12 423 209
1969 | 6 13 50 000 000 | 15 529 011 12 423 209
1969 | 6 15 30 000 000 | 15 529 011 15 529 011
1971 1 7} 15 100 000 000 | 31 058 023 31 058 023
1972 { 6 15 100 000 000 | 31 058 023 31058 023
1972 1 7 16 150 000 000 | 46 587 034 46 587 034
1973 | 6 15 150 000 000 | 46 587 034 46 587 034
1973 | 7 15 100 00 000 | 31 058 023 31 058 023 -
1974 | 10 5 26 000 000 | 6211 605 6 211 605
1974 | 10 5 30000 000 | 9 317 407 9 317 407
1974 | 10 7 50 000 000 | 15 529 011 15 529 011
1974 | 91 7 150 000 000 | 46 587 033 514 313 850 | 46 587 033 395 203 482
1963 | 54 20 | Lit 15 000 000 000 | 17 184 394 10 310 637
1966 | 6 20 15 000 000 000 | 17 184 394 13 747 515
1966 | 6 20 15.000 000 000 | 17 184 394 13 747 515
1968 | 6 20 15 000 000 00G | 17 184 394 . 16 038 768
1968 | 6 20 15 000 000 000 | 17 184 394 16 038 768
1972 | 7 15 20 000 000 000 | 22 912 526 22 912 526
L1972 | 7 15 20 000 000 000 | 22 912 526 22 912 526
1974 | 7 15 10 000 000 000 | 11 456 263 143 203 285 | 11 456 263 127 164 518
1957 | 3} 25 |Bfe 200000000 4110388 1 742 806
1957 | 3} 25 20 000 000 411 040 174 280
1962 | 53 20 300 000 000 | 6 165 583 3452 726
1963 | 5 20 300 000 000 | 6 165 583 3 884 317
1968 | 6 i5 750 000 000 | 15 413 957 14 180 841
1970 | 83 20 500 000 000 | 10 275 971 10 275 971
1971 | 73 15 700 000 000 | 14 386 360 14 386 360
1973 | 7} 12 1 000 000 000 | 20 551 943 77 480 825 [ 20551 943 68 649 244
1970 {8 15 {B? 50 000 000 56 836 266 56 836 266
carty ————————— —_—
forward 1 517 896 512 . . 1 223 527 817
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CONTRACTED TO 31 DECEMBER 1974
- Internst - Initial amount lhl.
cAr nl
foono . ‘m) fn currency equivalent Ip units i s:nﬁ.imﬂ;‘?‘
s of Joan . ha ofnm;rn o units Y
brought -
i forward 1517 896 512 1223 527 817
1964 s 20 {FF 150 000 000 | 25 108 721 15 692 951
1971 : 8 18 150 000 000 | 25 108 721 25108 721
1972 | 7 15 150 000 000 | 25 108 721 25 108 721
1973 | 7 15 60 000 000 | 10 043 488 10 043 488
- 1973 i 7 7 50 000 000 | 8 369 573 8 369 573 3
1973 | 74 18 150 000 000 | 25 108 721 118 847945 | 25 108 721 109 432 175
1961 | 4 20 P 50 000 000 | 14 902 818 6 914 908
1961 | 4 5 10 000 000 | 2980 564 —
1962 25. 6 000 000 1788 338 929 936
1962 20 25 000 000 | 7 451 409 4 008 858
1962 | 4 5 20 000 000 | 5961 127 —
1963 5 10 000 000 | 2 980 564 —
1963 | 4 30 1 750 000 521 599 " 331 439
1964 | 5 20 25 000 000 | 7 451 409 4992 444
1965 | 5 20 | * 40000 000 | 11 922 255 8 762 857 ‘
1967 | 6 5 20 000 000 | 5961 127 61921 211 — 25 940 442
1957 | 3} 25 |Lfe 5000000 | 102760 —
1957 | 5§ 25 100 000000 | 2055 194 1 054 458
1961 | 5% 25 100 000 000 | 2 055 194 1431922
1961 | § 25 100 000 000 | 2 055 194 1420 754
1962 4i 15 300 000 000 | 6 165 583 .1 8492 675
1962 | 5 15 250 000 000 | 5137 986 3777 452
1964 | 5% 20 150 000 000 | 3 082 791 2055 194
1971 | 64 8 150 000 000 | 3 082 791 .1 3082791
197t |7 15 250 000 000 | 5 137 986 5 137 986
1971 | 7 12 300 000 000 | 6 165 583 6 165 583
1972 | 6 12 300000000 ! 6165583 6 165 583
1972 1 6 12 400 000 000 | 8220 778 8 220 778
1973 15 300 000 000 | & 165 583 6 165 583
1973 |7 12 800 000 00¢ | 16 441 554 16 441 554
1973 | 7 15 800 000 000 | 16 441 554 16 441 554
1973 | 8 12 300 000 000 | 6 165 583 6 165 583
1973 | 8 12 200 000 000 | 4 110 389 -] 4110 389
1973 | 7 15 500 000 000 { 10 275 9N 10 275971
1973 | 7 8 250 000 000 | 5137986 5137986
1974 | 10 7 400 000000 [ 8220778 122386821 | 8220778 113321 574
1956 | 4} 18 | Sic 50 000 000 | 14 806 699 —
1961 | 5% 5 9000000 | 2 665 205 —_—
1961 | 4} 5 2290000 | 678 147 —
1962 | 4} 18 60 OND 000 | 17 768 038 8 439 818
1969 | 5} 18 60 000 000 | 17 768 038 17 768 038
1972 | 74 12 50 000 000 | 14 806 699 14 806 699
1973 | 63 15 80 000 000 | 23 690 718 23 690 718
1973 | 63 15 65 000 000 | 19 248 708 .19 248 708
1973 |7 7 75 000 000 | 22 210 048 22 210 048
1973 | 9§ 5 50 009 000 | 14 806 699 14 806 699
1974 1 9% 5 20000000 | 5922679 154 371 678 | 5922679 126 893 407
1966 | 53 20 |us.* 20000000 20000000 116100000 . .
1995 424 167 | 1 615 215 415

1 The European Monetary Unit (F) In a unit of aconunt, the value of which is fixed Invariably al DM 3,88 or Bfr 50 or F¥
5.554 10 or Lit. 625 or Lir 30 or F). 3.62 dependlng on the choice of the hoider. The equivalent of the loan In units of secount
has been caleulatél) on the basis 1 £ = DM 3.66.

8 At present, this onit of sccount has the same value as that used by the former Euvropean Payment Union, as defined in
Asticle 20a of its Charter, i.c. 0,838567048 gramme of fine guid. This value could change wider ecriain circumstances.

-
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ANNEX T

THE BORROWING AND IENDING OPERATIONS OF THE EUROPEAN INVESTMENT BANK
1. Résumé of the min institutional features

The basic task of the EIB, which was set up by the Treaty of Rome establishing
the Buropean Economic Community, is to contribute, using the capital markets
and its own resources, to the balanced development of the common market and,
for this purpose, to grant losms-:and give guarantees which facilitate the
financing of projects in all sectors of the economy, provided that they
satisfy the criteria laid down in Article 130 of the Treaty, namely that they
are projects for developing less developed regions, projects for modernizing
or converting undertakings or for developing fresh activities called for by
the progressive establishment of the common market, or projects of common
interest to several Member States. ”

The EIB is a non-profit-making institution; ite interest rates must, however,
be calculated in such & way that the Bank is able to meet its obligationms,

to cover ita expenses and to build up the necessary "statutory" and other
reserves,

The members of the EIB are the Member States of the Commnity. Its rules of
procedure are laid down in the Protocol on the Statute of the EIB annexed
to the Treaty of Rome and in Protocol No 1 of the Treaty concerning the
accession of the United Kingdom, Denmark and Ireland to the EEC,

The EIB has i‘l:‘s own organizational structure which affords the independence
necessary to perform its tasks, namely a Board of Governors, which lays down
inter alia general directives for the Bank's credit policy and approves

the accounts and the annual report, a Board of Directors, which has sole
power to take decisions in respect of granting loans and guarantees, and

& Management Committee, which is responsible for the Bank's current bueiness,
prepares the decisions of the Board of Directors and ensures that they are
implemented. A Committee consisting of three members, appointed on the
grounds of their competence by the Board of Governors, verifies each year
that the Bank's operetions and accounts are kept in & proper ma.nnef.

30
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Under the Statute, coordination within the Community is ensured bys

~ the consultation procedure whereby an opinion is sought from the Commission,
and also from the Member State in whose territory the project is located,
on each application for finance;

~ the presence on the EIB's Board of Directors of a director appointed by
the Commission. ‘

Furthermore, both institutione are in direct contact with one another and,
whenever necessary, discussions are held between the officiale concerned.

2, The EIB's main tasks

The types of project in the Community eligible for EIB finance are specified
in Article 130 of the Treaty of Rome; they must, in addition, comply with
the rules laid down in the Bank's Statute in relation to the conditions
governing securities and the project's financial viability and economic
importance and also with the general directives for the Bank's credit

policy laid down by the Board of Governmors,

In practice, the EIB has endeavoured to interpret these rules flexibly so
as to tailor its activities to the major problems in the Commnity as they
develop, For instance, it may at present finances

- investments in the less advanced regions of the Commnity (for example,
southern Italy, Ireland, the northern and western areas of the United
Kingdom, western France, certain border areas in Germany and West Berlin);

- investments in industrial regions experiencing structurel difficulties and
where there is a need for reconversion progremmes (for example, old
industrial regions in the United Kingdom and in northern and eastem
Frence, mining regions 4n Germany and Belgium);

~ certain investment schemes for modemizing or cenverting industries in
sectors experiencing structural difficulties;

~ investment schemes whioh are of priority importance for European development
.~ {for example, sophisticated technology, envircnmental protection and,

above all, energy supplies, notably muclear power stations, gas pipelines,

0il drilling rigs);



- infrestructure invesimenis of common interest 4o severel member countries
(for example, motorways, reilways and inlend waterways, telecommunications
facilitating trede within the Community);

- investmenis resuliing from close technical and economic cooperation between
undertakings in different member countries,

Furthermore, Article 18(1) and (2) of the Statute provides that, by way of
derogation authorized unanimously by the Board of Governors, the EIB may grent
loans for investment projects to be carried out outside the European territories
of the Member States. In practice, these clauses have been used in iwo types
of situation:

(2) By decisions taken by the Board of Governors on a case-by—case basis, the
Bank has, on several occasions, been authorized to contribute to the financing
of investment projects which were located cutside the Member States but which
served their common interest, This procedure was applied in 1973 in respect
of the grenting of loans for the conetruction of a gas pipeline to supply
the Community, via Austria, with natural ges from the Soviet Union. It was
again applied in 1974 for the financing of the invesiment necessary for
exploiting the Ekofisk 0il and natural gas deposits in the Norwegian sector
of the North Sea.

(b) Where aseociation agreements providing for financial aid or finanoial protocols
have been concluded between the Commnity and developing countries, the Bank
has, for the purpoee of applying each of these agreements or protocols, been
authorized by its Board of Govermors to extend its lending operations to
these countries, up to a given ceiling, the necessary funds coming from its
own resources (Greece, AASMM, Turkey) and from special resources provided
by the Member States (Turkey) and the Buropean Development Fund (AASHM)

(cf. Annex No 8),

A further extension of these two categories of operation outside the Commmnity is
planned under the Lom& Convention currently undergoing ratification and in -
connection with the emergency aid which the Commnity is preparing to greant to
Portugal in the form of EIB loane (of. Ammex No 8, section 5). In addition,

yet another exteneion of operetiones could w1l occur as a result of the
negotiations under way or planned with other developing couniries, subject,

of course, to the limits imposed by the amount of funde availeble to the EIB

and the balance to be maintained between the various tasks entrusted to it

both within and ocutside the Commnity,
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Generally speaking, interest subsidies financed out of the resources of the

Member States (Greece) or the EDF's resources (AASMM and, subsequently, the ACP

countries) are granted on part or all of the amount of the Bank's loans in the
countries with which the Community has signed association or

cooperation agreements,

In these countries, the EIB's role is not, incidentally, restricted to granting
finance from its own resources., The Bank is also called on o assist the
granting and/or menagement of loans on special conditions financed by the
resources of the Member States (Turkey) or by the European Development

(AASMM, and soon the ACP countries).

In order to ensure that Community aid is made in ways properly related to the
often difficult economic and financial situations of these countries and that
the ﬁank makes an effective contribution to solving their development problems,
the funds raised on capital markets must be supplemented by a suitable amount
of assistance on favourable terms from budget resources. These special
operations are not recorded by the EIB in its balance sheet but in the Special
Section designed.for this purpose, The Bank here acts on a mandate from the
Member States and the Community, subject to specific conditions and in
accordance with two basic principles, namely thats

-~ +the EIB, acting on a mandate from the Member States or the Community,
make available to the latter its banking experience to assist it in
assessing the technical and financial aspects of the projects and with
the operation arrengements and their administration;

~ appropriate procedures enable the Member States and the Commission to
decide whether the projects comply with the objectives laid down in

the cooperation agreements.

Thaxke to their great degree of flexibility, operations under mandate
recorded in the Special Section can be a very useful intervention instrument

YY)



whenever the Community wishes to provide forms of assistance of a banking
nature or repayable aid at times when loans from the Bank's resources are

not feasible or the volume of such loans would be inadequate,

3. R&sum® of the EIB's lending operstions between 1958 and 1974

During the entire period 1958-74, the Bank signed 564 contracts providing for
total financing of 4 654.5 million units of account. The total cost of the
capital investments to which the Bank has contributed amounts to some

21 000 million units of account.

The amount of finance granted each year has risen sharply in recent years.
Totalling less than 100 million u.a. in each of the first five financial years,

it was slightly higher in 1964 and 1965, rose to around 200 million u.a.

between 1966 and 1968 and to more than 300 million u.a. in 1969 and 1970,

was in the region of 500 million u.a, in 1971 and 1972, topped the 800 million u.a.
mark in 1973 to reach nearly 1 000 million uw.a, in 1974.

Tables 3, 5 and 6 annexed to this document give the breakdown of financing
operations during this entire period by own resources and special resources
operetions and by country and economic policy objective,

The operations of direct benefit to the Community account for just over

4 000 million u.a., or 86% of the total. The operations in the associated
countries financed from own resources or from budget resources mangged
under the Special Section account for 4.9% (227.7 million u.a.) and 9.1%
(424.9 million u.a.) respectively,

Within the Community, financing operations of regional interest, totalling

3 044 million u.a., account for about three—quarters of this assistance;

about half of these investment operations concem the Mezzogiomo. Assistance
granted in respect of projects of common interest, some of which are also

of regional interest, has reached almost 1 500 million u.a., almost 800 million u.a.
of which was allocated to investment projects designed to improve Community
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energy supplies and almost 500 million u.a., of which was granted in respect
of trensport infrastmcture projects,

A sectoral breakdown of fimancing operations in the Community illustrates

the wide diversity of the projects financed -~ covering "all sectors of the
economy". lLoans to assist infrestructure projects, which each received

& larger volume of funds, account for about 60% of the total finance, which

was granted in respect of 158 projects. The remaining 40% (1 589.3 million u.a.)
granted to productive enterprise has gone to a large number of projectss

432 individual loans, plus 340 subloans granted by intermediary financial
institutions to small and medium-scale ventures,

4. The resources enabling the EIB to perform the tasks entrusted to it

The Bank's own resources comprise paid-up capital, "statutory" and other
Teserves and its borrowings on capital ma.rkets1.

At its inception, the Bank's capital totalled 1 000 million u.a., subscribed
by the Member States, 25% of which has been paid in, the remaining 75%
constituting the guareantee capital which the Bank may call in only if this
became necessary to meet obligations to creditors, |

Since 1971, the Board of Governors has decided to increase the Bank's capital
on three occasions, once, in 1973, on the occasion of the accession of

Denmark, Ireland and the United Kingdom and, most recently, in July 1975 because
of the expansion in it.s activities: under the Statute, the aggregate amount
outstanding at any time of loans and guarentees granted by the EIB must not
exceed 250% of its subscribed capital, Furthermore, in order always to be

148 stated earlier (Section 3, p. 5), the EIB also manages budgetary resources

provided directly by the Member States or by the European Development Fund

for its special operations in developing countries linked to the Community

by cooperation agreements, These special operations, which are not covered
by the balance sheet, will not be described again in this Section.
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in a position to raise funds on capital markets on the best possible terus,
the EIB must be able to show an acceptable liabilities/amsets structure,

The Bank's capital has, therefore, been raised as follows:

Including paid-up

Date on which | -
Subscribed capital cepital totalli

cagital raeisged

(million u.a.)

1958 1 000 250
26 April 1971 1 500 300
1 January 1973 2 025 405
10 July 1975 3 543.75] 556.88

1Germany, France and the United Kingdom, 22,22%; Italy, 17.78%; Belgium

and the Netherlands, 5.85%; Denmark, 2.96%; Ireland, 0.74%; ILuxembourg, O.15%.

In addition to its paid-up capital, the Bank must progressively build up &
reserve fund of up to 10% of the subscribed capital. It also sets aside
additional "statutory" and other reserves. On 31 December 1974, "statutory”
reserves stood at 110 million u.&. and other reserves at around 176 million u.a.,
bringing its total own resources (cap:.tal, "gtatutory™ and other reserves) to
around 691 million u.a. (cf. Balance sheet, Table 1 amnexed o this document).

Since 1961, when the EIB issued its first loan, funds reised on capital markets
have accounted for an inoreasingly larger proportion of the Bank's resources
and are now ite major source of finance for the tasks allotted to it.

The annual volume of loans issued has risen steadily from about 21 million w.a.
in 1961 to 825 million w.a., in 1974; +the aggregate amount of loans issued
during this period amounts to 3 389.5 million u.a., and total loans outstanding
on 31 December 1974 stood at 3 123.8 million u.a, (cf. Annex 1, Balance sheet;
Annex 7, Issues made up to and including 1974).



In 1974, in spite of the oil orisis, the Bank made calls on the capital
markets for a total of 825.5 million u.a., compared with 612.3 million u.a.
in 1973. These issues included a loan denominated in EURCOs for
approximately 61 million u.a., three totalling 64.5 million u.a. and
denominated in (erman marks, Dutch'guilders and Luxembourg france, and four
totalling 34.9 million u.a. and denominated in Swiss francs. However,

most of the loans issued in 1974 were denominated in US dollars

(665 million u.a,) and, given the source of these funds, made & significant
contribution to recycling capital.

In the first nine months af 1975, the Bank reised a total of 412 million u.a,
by means of thirteen public or private issues in German marks, Dutch guilders,
Belgian frencs, Luxembourg francs, Swiss frencs and US dollars.

In order to have continual access, on the best possible terms, to an adequate
volume of lending resources to cope with the extension of its operations,

the Bank attaches major importance to:

- retaining first-class credit rating, necessitating an acceptable
balance-sheet siructure at all times, the pursuit of a lending policy
based on the soundest possible banking criteria and the possession of
firgt-class guarantees;

-~ operating regularly on important national and intemmational capital markets;

-~ adapting contimially to market conditions.

The EIB's lending rates are determined both by the rates at which it

borrows, by the fact that it operates on a non~profit-making basis, and

by the need to cover ite expenses and to build up adequate "siatutory" and
other reserves, Since its task is 1o promote activities of general interest,
it endeavours to offer its borrowers the most favourable terms compatible with
these consiraints; in practice, its lending rete is close to the average
cost of its borrowings. Since the beginning of 1974, it has fluctuated as
followss: 8.75% at the begimming of 1974, 9.5% from April onwards, 9.875%
from June onwards, 10.5% from September 6nwards, 9.875% from February 1975
onwards, then 9.5% from the end of April, 9.25% from mid-June and, finally,
9.5% since 29 July 1975.
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The term of each loan depends essentially on the nature of the project
concerned, particularly the period of technical depreciation; it is
generally between seven and twelve years for industrial projects and may,

in principle, be up to & maximum of twenty years for infrestructure projects,

5. 'HE EIB'S FINANCING OPERATIONS IN 1974 (cf Annexes 2, 4 and 6, and the

1974 Annual Report)

In 1974, the European Investment Bank signed 84 loan contracts totalling
996.4 million units of account,

This is an increade of 22% over 1973 (72 loans totalling 816 million u.a,);
in 1972, lending totalled 527 million u.a.

The doubling in value of loans granted in the three new member countries
(United Kingdom, Ireland and Denmark) and the marked expaneion in operations
in JTtaly were two of the most nctable features of the EIB's activities in 1974.

In the Community taken as a whole, investments in the less-favoured regions
8till attrect the lion's share of the Bank's financial support, totalling
540.2 million u.&., or about twe~-thirds of the loans grented by the Bank

in the member countries,

The bulk of the Bank's other financing operstions in the Community have
concerned investment projects for improving energy supplies, two examples
being miclear power stations and the development of natural gas and oil
fields in the North Sea.

Ioans in Purkey and the Asscciated African States also increased sharply

(23%).

The Bank's loans, most of which were financed by funds raised outside the
Community, made & significant contribution to solving the problems facing
several member countries when their balance—of-payments deficits deteriorated
in 1974.

* * 37
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Financial operations in the Commmity1 totalled 849.7 million units of account.

As regards the new member countries, loans amount to 149,5 million u.a.

(£80 million) in the United Kingdom compared with 67 million u.a. (£33 million)

the previous year, 46.4 million u.a. (€25 million) in Ireland and 19.6 million u.a.
(Dicr 138 million) in Denmark, the bulk of thie totsl geing to projeots of regional
interest.

loans granted in Italy totalled 278 million u.a. (Lit 227 000 million) for 22
operations, or more than ome third of all lending within the Community;
oonsequently, Italy was once more the country which received most finanoe.

A total of 250.2 million u.a. was allocated to projects of regional interest
in mainland Mezzogiorno, in Sicily and in Sardinia.

loans granted in France amounted to 193.7 million u.a. (¥F 1 081 million),
a slight increase over 1973 mainly beoause of projeots of oommon Buropean
interest in the fields of energy and commumioations. The Bank granted loana
totalling 96.1 million u.a. (DM 290 million) in Germany, mainly for projects
to help improve energy supplies.

Finally, loans totalling about 32 million u.a. (F1 100 million) were granted in
the Netherlands for a gasline of interest to several oountries and, in Belgium,
a molear power station received a loan of 16.1 million u.a. (Bfrs 730 million).

Loans granted in the lese—favoured regions of the Commmnity increased sharply
by comparison with 1973 and, amounting to 540.2 million u.a., account for about
two thirds of the total finance allocated to the Commnity. This figure
includes an amount of 168.1 million u.a. for projects which also satisfy othexr
intervention criteria laid dowm in Article 130 of the Treaty of Rome.

The Bank granted 11 "global® loans, totaling 132.9 million u.a., to banks and
finaneial institutions for on—lending to small and medium-soale ‘ventures.

The amounts allocated in 1974 by intermediary institutions, with the EIB's
approval, from global loans granted in previous years contrituted about

76.2 million u.a. for 187 ventures, or three times as much as in 1973

1Inolu.ding a loan to a company belonging to the Italian group ENI for the

development of the EKOFISK field in the Norwegian sector of the North Sea,

gl
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(25 million u.a. for 39 ventures); they were used to finance projeots of modest
soale which were located in numerous regions and which were extremely important

in economio terms notably on account of the new jobs they created.

In the energy sector, the EIB granted, in 1974, 26 loans totalling

406.8 million u.a., or some 48% of the total amount of finance granted in

the member countries. Most of these projects were aimed at improving the
Commnity's energy supplies. In most cases, they concerned nuclear and
hydroelectric power stations or the exploitation of oil and natural gas deposits,

and the transport of natural gas.

Financing operations in the associated countries amount to 146.7 million u.a.,
of which 96.5 million u.a. went to Turkey. Loans from the Bank's own resources
have been granted there for the first time, in the form of two global loans to
fina#oe emall and medium-scale industries. Loans from special resources
prov:i;ded by the Member States and granted on favourable terms totalled

T1.5 ‘million u.a. and financed the construotion of a lignite-fired power
station in Elbistan, the agricultural development scheme in the Gediz valley
north of Izmir and two industrial projects.

In the Associated African States, Madagasoar and Mauritius (AASMM), ordinary
loans from the EIB's own resources amounted to 36 million u.a., compared with
11 million u.a. in 1973. They financed the extension of plant for the
production of copper and cobalt in Zalre, the reoonstruction of a section of
railway track and a new spinning and weaving mill in the Ivory Coast. These
last two loans were granted Earopean Development Fand (EDF) interest subsidies.

In addition, four loans on special conditions granted from EDF resources and
totalfling around 14 million u.a., which were signed jointly by the Bank,
actin:g on a mandate from the Community, and the Commission, went towards
financing the extension of port installations in the Congo, railway projects
in tl{e Ivory Coast and water supply projects in ZalIre.
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6. Initial assessment of lending operations in 1975

Loans granted in 1975 by the BEuropean Investment Bank were of the order of
1 000 million u.a., which does not include a promised guarantee of 48.8 million

units of account. 4s at 31 December 1975, yhe total volume of finance granted

by the EIB since its inception in 1958 amounted to about 5 700 million units

of account.

The mein features of the Bank's lending operations in the member countries,
which accounted for about 90% of its overall activities in 1975, were the
following!

(a) The bulk of the lending in the member countries went to Italy and the

(b)

United Kingdom, which accounted for 39% and 36.5% respectively of total
assistance granted in the Community, with France also receiving about
17%. Schemes in Ireland, Denmark and Belgium absorbed the remainder.

The promised gnarantee is for a nuclear power station in Germany.

In the general economic recession, the propensity to invest has
become much weaker. This explains the contraction in lending to
industrial undertakings. As a result, loans granted to undertakings
in the "productive" sectors of the economy account for only about
15% of total lending, compared with almost 36% in 1974.

In contrast, the launching in several member countries of sizeable
public investment programmes with a view to spurring on the recovery

and also to meeting the requirements of the energy policy has led

41
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the Bank, for the time being, o step up the amount of finance
granted for infrastructure invesiments, which, as a result,
accounted for some 85% of the year's activities, 37% of which
related to energy infrastructure.

(¢) The volume of finance allocated to projects of regional relevance
has again risen, accounting for around 73% of financing operations
in the member countries. This figure includes a number of projecis
of common interest located in problem regions. Finance granted
for projects of common interest has now reached a ceilingj the
projects in question relate to the energy sector (338 million u.a.)
and to transport and telecommunication infrasiructures being

developed to facilitate trade between member countries.

In spite of the resumption of operations in Greece following the renewal of
the Financial Protocol signed with that country, loans in the associated
countries, financed both from own resources and from special resources
allocated by the Member States (Turkey) or by the European Development

Fund (AASMM) fell appreciably. This was mainly due to the fact that the
amounts provided for in the second Financial Protocol with Turkey were
gradually being used up and, in the case of the Associated African States
and Madagascar and Maaritius, to the fact that a iransition period had been
reached between the expiry of the Second Yaoundé Convention (with 19 AASMM)
and the entry into force of the Lomé Convention (with 46 African, Caribbean
and Pacific States (ACP)). Loans granted in the countries which signed the
Iomé Convention and in Portugal as emergency aid should, normally, become
available in 1976.
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T. Use by the Bank of the conversion rates for the "Enropean basket™

unit of account

The Statute of the Buropean Investment Bank fixes in terme of gold the unit
of account to be used by the Bank and gtipulates that the parities of the
national currencies in relation to the unit of account will be calculated
on the basis of the par values communicated to the International Monetary
Fund. The upheavals in the international monetary system in recent years have
made it increasingly obvious that the changing role of gold and hence of
currencies? par values prevented the Statute from being applied in the
menner intended by its drafters. In view of this develepment, the EIB's
Board of Governors decided on 15 July 1974 that the Bank's Statute should
be amended in such a way as to empower the Governors, acting unanimously,
to alter the definition of the unit of account used by the Bank and the
method for converting the unit of account into the national currencies.
The proposed amendment constitutes an amendment to the Treaty of Rome
since the Statute forms an integral part of it. Consequently, after
endorsement by the Council of Ministers, the latter having consulted the
Earopean Parliament and the Commission, the Member States adopted, on

10 July 1975, the Treaty amending in this respect the Protocol on the
Bank's Statuie, and this Treaty is undergoing ratification by each of the
nine Member States. This may be quite a lengthy procedure and so, at its
meeting on 18 March 1975, the Bank's Board of Governors authorized it to
use a new conversion method with effect from 30 December 1974 and pending
the entry into force of the amendment in question.

The new conversion rates are calculated on the basis of the conversion
rates between the national currencies and a new Buropean unit of account
the value of which is equal at any given time ito that of a "basket™ of
Community currencies made up as follows:

1l
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M 0.828 Fl 0.286

st 0.0885 Bfrs 3.66

FP 1.15 Ifrs 0.14

Lit 109.0 Ikr 0.217
£ir 0.00759

The composition of this basket is such that, at 28 June 1974, the sum of the
component currencies would have been equal in value to the composite unit

in which the International Monetary Fund's Special Drawing Right is expressed,
when calculated on the same basis as the latter, and hence the same as the
Bank's "statutory™ unit of account, by virtue of the common gold content of
the unit of acoount and the Special Drawing Right, i.e., the equivalent at
that date of US #1.20635.

The conversion rates between the new unit of account and the Member States’
currencies and the other currencies used by the Bank for its operations
(such as the US £ and the Swiss franc) are fixed on each working day by the
Commission in accordance with a method similar to that used by the IMF for
the daily values of the SDR and are published in the Official Journal of
the Communities.

On 30 September 1975, the equivalences in national currencies of this unit
of account were the following:

1 unit of account (w.a.) =

™ 3.07061 Bfrs and Lfrs 46.1746

FF 5.24197 Fi 3.15973
ist 0.564620 Dkr T.17554
£ir 0.564482 g 1.15451
Lit 793.118 SF 3.17242
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Annexe 2: Préts accordés en 1974
Répartition par types de financement et par pays

Montant

% % -
{millions du Pays

Pays Nombre uc.) total membres
Opérations ordinaires
Pays membres ‘
Belgique 1 16,1 1.6 1,9
Danemark b 196 . 20 2,3
Allemagne r 96,1 8.7 1.3
France 16 193,7 19,4 228
Irlande 7 46,4 4,7 55
Italie 22 278,0 279 32,7
Pays-Bas 2 319 3,2 3,7
Royaume-Uni 9 149.,5 150 17.6
Hors-Communauté (1) 1 184 1.8 2.2

Total 70 . 8497 853  100,0
Pays associés _ -
Turquie 2 25,0 25
EAMMA ’
Cote-d’lvoire 2 134 1,9
Zaire 1 16,6 1.7

Total 5 61.0 6.1
Total des opérations ' - .
ordinaires 75 910,7 91.4
Opérations spéciales (2) : 7
Turquie ] 7.5 7.2
EAMMA
Congo 1 1.0 0.1
Cote-d'lvoire 2 74 0,7
Zaire | 68 06

Total e 85,7 8.6
Total général 81 0896,4° 100,0

(1) Projet EXOFISK, localisé dans la zone norvégienne de la Mer du Nord; financement

hors-Communauté autorisé par le Conseil des Gouverneurs en vertu de {'article 18, paragrapha 1

slinéa 2 des Siatuts de 1a Banque.

(2) Opérations & conditions spéciales
du Fonds Européen de Développement

de la Banqle.

sur les ressources des Etats membres (Turquie) et
(EAMMA) comptabilisées dans 1z Section Spéciale



,_;ﬁnexe l3 »: Financements accordés de 1958 & 1974 M
Répartition par types de financement et par pays

Types de financement Pays " Nombre (mitions oy % dutowl  membres
. Opératlans ordinaires
- Pays membres :
Bolgique 1 833 1.8 2,1
Danemark 7 26,3 06 07
Allemagne 69 654,3 14,0 183
France 86 934,68 20,1 234
triande 10 690 15 1.7
= Italie 228 187121 40,2 468
Luxembourg . 9,0 0.2 0.2
. Pays-8as 7 74,8 16 19
Roysume-Uni 12 216,86 4,7 54
Hors-Communauté (2) 3 61,7 1.3 1.5
Total 432 40019 . B6O0  100,0
dont garantles (3) T8 110,0 24
Pays associés : -
: Gréce 15 69,2 1.5
Turquis . 2 - 280 05
EAMMA-PTDOM 3z 13358 29
Cameroun 9 173 . 04 .
Congo ] 9.0 0,2
Cota-d‘lvoire -9 43,2 1.0
Gabon . 4 44 0,1
Haute-Volta 1 05 _—
Mauritanis 1 11,0 0.2
Sénégal 2 - 38 0,1
Zaire 3 a2 0,7
Cbte-d’Ivoire et Haute-Volta 1 30 0,1
Nouvelle-Calédonie 1 20 0.7
Total . 49 2277 4,9
Total epérations ordinaires 481 4223,6 90,9
7 érations spéciales (4) o .
’ Turquie 50 9 6.9
EAMMA-PTDOM - 83 02,0 : 22
Cameroun ' 8 239 05
Congo 2 31 0,1
. Cote-d'lvoire s e 8 . 346 0.7
Dahomey . e e R | ’ 3.3 0,1
Gaton 2 33 0,1
* Haute-Volita 1 5,0 0.1
Madagascar 1 19 —
Mauritanis -1 2.7 01
Sénépal 2 19 —_
Tehad 1 1.2 Ay
2Zzire ) 2 148 03
Nouvells-Calédonis 1 1,0 -—
Svrinom 1 19 -—_
La Martinique 1 . 0,6 -_—
La Réunion 2, . 28 0.1 \
Total opérations spéciales , .83 4249 | 9.1
dont contriturions & ia formation - o '
de capitaux 3 risques {5) 2.5 - -
- Total général 664 4654.5 1000 .

{1) Une récapitulation sur une aussi langue péricde doft &tre Interpeétée avec la plus dnvandc prudence ; en eflet les données relatives sux différentas anndes sont sffactéas par
le mouvemnant des prix ot les varisticns des taux de change intervenus da 1958 B 1974,

52) Opératians oifectudes en vertu do Iarticls 18,
invostissements hors de Ia Communautd,

sur

3) Dont Iralia : 90,2 millions ; F 1 2.7 miflions; Ale + 17.1 mitlions. X ) ’
14; y it °':" ivles s ravecs des?:antsmmmbns (Turguic) et du Fonds Europen de Cévatoppement {EAMMA -— PTDOM) comptabilisdos dans fa

Opérations &

, paragrapne 1, aiinéz 2 des Statuts de la Banque aux 1ermes duquel le Conseil des G
.

P ¢e {2 Bang .
. {B) 0,5 miifion peur un projet situé au Camercun, 1 million pour un projet situé en Core-dlvoire ot § million pour un profet sitvd au Sénbgsl,

pout isar Ie fi



Annexe 4 Prots accordés en1974
Répartition par secteurs

' Intéressant directement . Dans les Pays sssociés

‘ {s Communauté -
Secteurs -
. Montant : Montant
(millions (millions

Nomixe ve) - % Nombve wue) %
Travaux d’infrastructure 37 545,7 64,2 4 939 840
D Aménagement agricole —_ —_— - 1 10,0 68
[0 Energie 26 4068 479 1 580 395
Centrales électriques 14 2522 297 1 £80 395
Gsazoducs . 8 51,8 8,1 -— -— —
Exploitetion d'hydrocarbures 4 47,7 5,6 — — -—
Autres 5 . 65,1 65 -— — —
[J Alimentation en eau et ; :
distribution . -—_— -—_ -_ 1 58 4,0
D Transports 7 73 81 3 201 13,7
Chemins da fer 1 15 ca . 2 19,1 13,0
Routes et ouvrages d'srt 4 533 6.3 — -— _—
Transports maritimes et fluviaux -— —_— —_ 1 10 07
Transports aériens 2 165 1.9 _— — -_—
D Télécommunications 4 61,8 72 —_ — -—
Agriculture, Industrie et - ;
Services 220 304,0 358 1 52,9 38,0
D Agriculture, forlts, péche - 1 0,7 0.1 1 24 16
O industrie 215 3008 354 . 11 488 339
industries extractives 3. 08 o1 1 166 113
Production et premidre transforma-
tion des métaux 10 658 73 _— — -—
Matériaux de construction 9 114 13 -_— -_— —
Industrie du bois 5 4,2 0.5 —_— — -
Vene et céramique 6 29 03 1 1.1 07
Industrie chimique 9 45 52 —_ S — _—
Ouvrages an métaux et mécanique 49 N3 37 1 0.4 03
Automobiles, matériel de transport 7 . ..89 - 10 - .
Consteuction électrique — électro- . emmLe Srae, - e o
nique 13 72 09 - — -—
Produits alimentalres az 48,7 57 2 08 [+
Textiles et cuirs . 23 8.0 11 3 84 5.7 .
Pite A papier — papier 10 60 07 T — — —
Transformation du caoutchouc et -
matidros plastiques 8 1,6 0,2 -— — —
Autres industries 7 2,0 0,2 -_— -_— -
Prats globaux 1 56,7 (1) 8,7 3. 224(2153°
I3 Services : 4 25 03 2 07 05
Tourisme 4 25 03 | = -— -
Autres services (activités de pré-
investissamant et assistance tech-
nique) -— _— - 2 ..07 05 .
Total général 257 849,7 100,0 20 146,8 100,0

{1) Différence entre les prdts plobaux accordés en 1974 (132,9 millions) et les nﬁcc.tatiom

réalisées su cours de cette méme année (soit 18; séf;amtiom pour un mogunt do 76,2 millions) ’

sur dos prits globaux consentises années précédentes., qui_ont &té i 1 dans chaque secteur.

(2) Différence entre les préts globaux accordés en 1975, en Turquie (25.4 mtTions; et des® o4 eu
atfectations réaligdes su cours de cette mémo année {30it 6 2ffectations pour 3 millions) sur . g
des préts globaux consentis 'année précédonte. } .



Amexe 5 :Financements accordés dans la Communauté de 1958 & 1974

Répartition par secteur-

" Montant

Nombre
. .ﬂm‘.’m
. Prits Affectatians Total  surpréts glog::l‘:

Socteurs et peranties  sur prts globaux- {milllons v.c.) {millions v.c.) % du total
Travaux infrastructure. . . . . . . . . < - 58 — 2412,6 —_ 60,3
/7 Aménagementagricole . . . . . . . . L e . 7 ‘ -— 23,8 —_ 23 -
C_ERRIIE . L . e e e e e e e e e e e . 2 - 10597 - 265

Centrates électriques . . . . . . . . e e e e 46 —_ £98,2 —_ 175
Gazoducs . . . . . . . e e e e e e e e e, 13 — 2209 —_— 55
Exploitazion d’hydrocatbures . ., . . . . . . . . T4 — 41,7 -_— 12
AUIFES & . v v i s e e e e e e e e e e e e 8 — 929 — 24
1 /limentation en eau et distribution . . . . . . . 6 —_ 316 — 0.8
OFranspanits .« v v v e« o4 0 oa s e e e v 47 —_ 7453 — 186
Chemins de fer . . . . . . . . . e e e e 11 -— 163,6 — 41
Ronins et ouveages d'art . . . . . . . . . . e e 30 — 507,6 — 127
Transports maritimes et fluviaux . . . . . . . . . 2 — 215 —_ 0,7
Transports afhiens . . . . . . . . e e e e . 3 — 41,7 -— 1,0
Adtees . . . . . e r 4 e s s e e s e s e 1 — 43 —_ 0.1
» Télécommunications . . . . . . . e e 23 -_— - 455,89 -_— 114
DAutres . . . . . - . e e e e e e e s -3 - 263 -— 06
Agriculture, Industrie et Services . . . . . . .. 274 2490 15893 162,0 39,7
D Agriculture, foréts, péche . . . . . . e e 1 | 6.2 0,7 0,2
Dindestrie B . . . . . . . . . .. e e 270 © 236 1510 1499 392
Andustries extractives® . . . . . . . L 0 0. L 3 ... 11 ‘89 35 02
sdurtion et premidre transformation des métaux® . ‘32 12 . 402,3 8.7 10,0
Matériaux de construction® . . . . . . + s 5 4 22 20 B5.9 101 21
tndustie Ay BOIS . . . . . 4 4 4 e e e e e .. L 23 104 88 03
Vorre et COamiquUe . . .« L s 4 s 4 e s s e e e 11 n 26,3 4,0 0,7
Industrin chimique® . . . . . . . . . e e e . 59 e 40 3220 35 80
Cuvrages en métaux et mécenique . . . . . . . 30 - v 83 - 140,3 3585 35
Automobiles, matérie! de transport . . . . ... 12 E:] 120,2 42 3,0
Construction électriqgue - électroniqus . . . . . . 1M1 . 19 - - 551 10,0 14
Prodnits alimentaites . . . . - . . . e e e 33 53 10858 26,0 27
CTexiles © CUIS . . . o4 . . . e . - e e e . 12 a1 213 17,2 08
Pite d papie~, papier® © . . . . . . . 4 . . . . 5 17 222 8,0 0,7
Transtormation du canutchouc et matidres plastiques . 8 19 444 8,2 LA
AOtres INGUSTAGS - - - « 4+« . s e e e e e e s 3 10 62 . 3.2 0,2
Prits glohattX . . . . . . h e e e e e e e . 28 - + 1806 (‘2’) h 4.5 N
OServices . . v« « . o v ou - e e e e e s 2 3 121 14 03
Tourisme | . - . . o e i e e e . e e 2 3 83 L 1A 0.2
Recherche et développement . . . . . e e e s 1 — 28 - 0.1
Totalgdnéral . . . . . . . . . . . e e .t 432 340 40019 152,0 100,0

'{5 Dont industries d& base {marquéas d’un .asMrisque) 847.3 millions.

H i [ i t t b affecter, dans la Communavté, est
{8 Ce montant comospond 3 ta parye non pficsiée des pi2t globoux (outatois apes pulation, de, L5, RO dR oY GE¥eur e rdspondants

effectivoment de 176.3 miltions).
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Annexe 6 : Financements dans la Communauté accordés en 1974 et de 1958 21974 (1)
_Répartition selon- les objectifs de politique économique

Objectifs de politique &conomique hidin : 1958-1974

Montant Montant '
(mittions u.e.} % (miltions u.t::'.‘) %

L Financements justifids exciusivement par référence d un
seu! objectif
Développement régional et conversion {2) (art. 130a et 130b - ) .
du Traité de Rome) . . . 3721 . 23316
fntérét  sectoriel : modcrnnsauon et convef.,ion dentreprlses .
¢ sstructuration sectorielle ot technologies nouvelles {art. 130b
4 Traité de Rome) . . , —_ . 7.8
intérdt commun européen (an 130 ¢ du Traitd de Home) . 2737 . 854,1

fI. Financements justifiés simultanédment par référence &
deux ohjectifs

intérdt régional ot intérSt sectoriel . . . . . .. . ... .. . 63,6 . ' 201.0
intérét régional ¢t intérét commun europden . . . . . . . . Co131,7 659,9
Entérét commun enropéen et intérdt sectoriel . . . . . . .. ’ 62,7 1317
. Financements justifiés simultanément par référence . i
aux trois objectifs e e e e e e e e e e e e P 271 ’ 47,1
A déduire pour tenir compte de ce que te monzant mentionnd en il ‘ - Co
est déjd compté® trois fois en ! (cf. graphique page 18) . e . —~81,3 -141,3 -
Total. . . e 849,7 ‘  aom,

Récapitulation des financements justifids par référence &
Fun oufct l‘autre des trois objectifs (exclusivement ou

simultangément) . i
a} Dévelnppement régional ot conversion : - 540,2 100,0 30441 100,0
Belgique , . . . C ke e e e e e s e e e e e e e e : -— —_— 41,2 1.4
Danemark . . e e e e e e e e . e e eee e e e e 1,7 - 2,2 185 0.6
Allemagne (2). . . . . . L . e e e e e e e ke e . 265 4,9 3572 11,7
Francl, . . . . & v 4 v b s e e mm e e e e e e e e e :2: 4.3 16,4 7031 23,1
Foade, Lol L L 0L L. e e R 46,4 86 69,0 2,3
T f e e e e e e e e e 2502‘_ - 46,3 1627,0 53,5
Luxembourg . . . . ¢ . 4 b i e b e e e .. c e e ) t— 40 - o1
Pays-Bas. . . . . . « « v « « « e s e e e e e e a e - ] — - 40,1 1.3
Royaume-Uni. . . . . . . . .- v . v W v v v s .. 116,9 21,6 - 184.0 8,0
O Intérét sectoriel . . . . ... ... L. L. 892 1000 ¥ 2934 100,0
O Intérdt commun -européen . . . . . . . . . . . St e 8AL1. . 100,00 0 7 T1494,0 100,0
Enerqi:- (production et dmlnbuuon) e e e e e e e e e . 3149 78,2 7917 63,5
Centrales nucléaires . . . . e e e e e e e e e . 1233 280 360,9 24,2
Centrales hydro-électriques . . . . . . . . . . . . . .. 79,0 =179 1153 7,7
Gaxodites. . . . . . . L L L . i h e e e e e . 51,8 1,7 184,7 13,0
Exploitation d‘hvdrocarhurm et matériel deforage, . . . . . . 908 20,6 1158 7.8
Autrss . . L L o L L L s L e e e e e e e e e e —_ 6.0 03
Transnorts . e e e e e e e e e e e C e e e e e 60,0 136 4538 33,0
Chemins de I’er e e — — - 84,9 6,3
Autoroutes st ouvrages o art e e e 4 e e e e e e e e 43,5 9,9 - 353,5 23,7 )
Transnonts fluviaux . . . L L L L0 L L D 0 . e . - .. o '— 240 1,6 A
Transports adriens . . . . . . L . . . . 4 e e e e e e 16,5 37 16,5 1.4
Autra {(¢thyloduc) . . . . . . . L .. L. e e e e e - C e 4.8 0,3
Autresinfrastructures . . . . . . . . . . . . 0. e . . o —_— e Ceme - 16,0 . 1.1
Frotection de I'environnement . . . . ., . . . .. . .. . 16,5 38 ) 18,0 1.2
“Coopération industrielle . . . . . . . . . .. . .. .. 19,6 44 1M,7 11,6
Recherche. . . . . . . . . . .. .. e e e e e e e — - 28 0,2

.

-(1§ Cf. noin 1 du tableau 4.
2} Y compris, 3 Bexlin-Ouesi, un prét de 9,9 millians en 1974 et 6 préts totatisant 36,5 milijons de 1958 & 1974,



Annexe 7 : Emprunts &mis jusqu'en 1974

S T T P P T R T R I R L R I R S

Exercice . ,; | o _Nomﬁrg 4~ Montant
e A .. H(millions u.c.)

1961
1962
1963
1964

3 21,4
2
3
. R S
1965 L 4 - _ 65,0
6 . ST
8
3
9
7

32,3

1966

1967 | -
1968 PR
1969 o

1970 o B o |

1971 o - 20 o 812,9
1972 | 18 e T 462,00
1973 = L 22 - 608,0 .
1974 S P 1 Sl T 825,5

......................

1961 = 1976 . 13t oo 3389,5




1.

ANNEX Yo 8

RESUME OF THE TASKS ENTRUSTED TC THE EIB UNDER THE DIFFERENT
AGREEMERTS AND FINANCIAL PROTOCOLS CONCLUDED BETWEEN THE
COMMUNITY AND VARIOUS DEVELOPING COUNTRIES

GREECE

The Association Agreement between the Community and Greece, which entered into
force at the end of 1962, includes an anmnexed Protocol providing for financial
assigtance from the Community in the form of EIB loans to finance investment
projects to be carried out in Greeoe.

The ceiling of US #50 million originally set for total EIB lending to Greece
was later raised to US §125 million. An internsl Community Agreement relating
to the implementation of the Financial Protocol stipulates that the EIB must
act in accordance with the authority to issue credit granted to it by the
Member States, which act as guarantors vis-2-vis the Bank for commitments
arising from loan contracts concluded under thies authority.

The EIB grants loans from its own resources on normal terms. Nevertheless,
interest subsidies may be granted for certain projects in priority sectors the
return on which is indirect or long term. These anmal 3% interest subsidies,
which are financed by the Member States, can, however, be granted in respect of
not more than two-thirds of the total amount of financial assistance.

The EIB's operations, which were suspended in October 1967 following the
freezing of relations between the Community and Greece, were resumed at the end
of 1974 at the request of the Community institutions, up to the still
uncommitted balance of U3 ﬂ56 million out of the total of US #125 million
provided for in the Financial Protocol. A new Protocol also providing for

EIB finance in Greece is being negotiated.

TURKEY

In accordance with the first Financial Protocol amnnexed to the Association
Agreement with Turkey, the EIB granted 36 loans on favoursble conditions
totalling 175 million u.a. from budgetary funds provided by the Member States
between 1965 and 1969,

A second Financial Protocol, signed on 30 November 1970, entered into force on
1 Jamary 1973, Under this Protocol, the EIB may, until May 1976, grant
Turkey: ‘

— loans on favourable conditions up to an amount of 242 million u.a.1;
- loans on market terms up to an aggregate amount of 25 million u.a.

The loans on favourable conditions are granted on authority from the Member
States and finanoed by fumds provided by them. The EIB does not record these
loans in its balance sheet tut in the Special Section designed for this purpose,
The loans on market terms are gramted from the Bank's own resources.

1

by the Additional Protocol which was signed on 30 June 1973 following the
enlargement of the Community and which is currently undergoing ratification.

The amount originally fixed was 195 million W.a.; it wes raised to 242 million un.a.
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Under the Financial Protocols, investment projects are eligible for financing
where they help to increase the productivity of the Turkish economy, further
the aims of the Association Agreement and are part of the Turkish Development
Plan. Special consideration is given to projects which should help to improve
Turkey's balance of payments,

The loans granted on favourable terms may go towards financing investment
projects the return on which is indirect or long-term (infrastructure) or
investment projects showing a normal return (induatry, tourism) to be carried
out by the Turkish central amthority, the local authorities, or public or
private undertakings. These loans, which, generally speaking, are granted

to the State, may be granted for a maximum of 30 years and may be redemption—
free for up to 8 years. The rate of interest on such loans must not be less
than 2.5% for projects the return on which is indirect or long—term and 4.5%
fer projects showing a normal return.

Loans granted for infrastructure projects are made available by the Turkish
central authority to its operational departments or on~-lent to State undertakings.
There is also a twin procedure for the finencing of industrial projects. EIB
loans granted to the State are on-lent to promoters or to public or private
undertakings either directly or through the intermediary of a Turkish financial
institution. The terms applicable to promoters are fixed in sgreement with the
EIB: the interest rates are determined in the light of Turkish regulations
governing long-term bank lending, and the conditions governing the duration of
loans are based on the economic features of the projects.

Loans granted on market terms from the EIB's resources are reserved for projects
showing a normal return and carried out by private undertakings. They are

also granted to the State, which on-lends them to the final recipients through
the intermediary of a Turkish financial institution. Their duration is
determined, in agreement with the EIB, on the basis of the economic features

of each project financed (in practice, 8 to 12 years, including a2 redemption—
free period of 2 to 3 years). The interest rate granted to the State is that
applied by the EIB in respect of its ordinary operations, while the intermediate
institution relends the loan to the final recipient at the interest rate
obtaining in Turkey for long—term loans.

It is to be noted that EIB loans to the private industrial sector are handled
mainly by the Turkish Industrial Development Bank (TSKB) and, more recently,
the Industrial Investment and Credit Bank (SYKB). With a view to assisting
the financing of small- and medium-scale industrial ventures by means of more
flexibvle procedures, part of the lending has been granted to these intermediate
institutions in the form of "global loans", which can be used to finance
numerous ventures in agreement with the EIB, which takes its decision following
a simplified vetting procedure.



3, THE 18, NOW 19 ASSOCIATED AFRICAN STATES, MADAGASCAR AND MAURTTIUS (AASMN)ARD

1
13 ASSOCIATED OVERSEAS COUNTRIES, TERRITORIES AND DEPARTMERTS (OCTD)‘

The EIB's operations in the AASMM are covered by the two Yaoundé Conventions,
the first covering the period 1964-69 and the second the period 1970-75.
Arrangements similar to those set out in the Conventions have been adopted

by the Council of the Buropean Communities for the OCTD. Projects eligible
for EIB finance relate mainly to "investments in the fields of production

and of the econcmic and social infrastructure, in particular with a view to
diversifying the economic structure of the Asmociated States and, especially,
to promoting their industrialization and their agricultural developmeni”
(Article 19 of the second Yaoundé Convention). As in the case of all projects
financed with Community aid, they must be of some economic interest and must
help to "promote the economic and social development of the Associated States,
by supplementing the efforts achieved by those States®™ (Article 17 of the
Same Gonventiong. '

The arrangements governing EIB operations in the AASMM-and the CCTD

Under the second Yaoundé Convention and the relevant I)ecisionz, the EIB is
able to conbtribute to achieving these objectives in various ways:

(i) Ordinary loans from its own resources

When granting these loans, preference is given to projects with an
adequate financial return to ensure servicing of the loans. The interesi
rate on ordinary loans depends on. the terms at which the EIB raises
funds on the financial markets, However, European Development Fund (EDF)
interest subsidies may be granted on ordinary loens. Generally speaking,
the rate of the subsidy varies between 2% and 4%. The duration of
ordinary loans depends on the normal technical depreciation period for
the plant financed; for most industrial projects, the loans are granted
for about 10~12 years; loans for infrastructure projects may be granted
for up to 20 years.

1

2

List of the Associated African States, Madagascar and Mauritius (AASMM) and

the Overseas Countries, Territories and Departments (OCTD):

1. AASMM: Burundi, Cameroon, Central African Republic, Chad, Congo, The
Ivory Coast, Madagascar, Mali, Mauritania, Msuritius®, Niger, Rwands,
Senegal, Somalia, Togo, Upper Volia and Zaire.

2. 0CTD: (a) Surinem and the Netherlands Antilles;
(b) Saint Pierre and Miquelon, the Comoro Archipelage, the
Territory of the Afars and Issas, New Caledonia and dependencies,
Wellis and Futuna Islands, French Polynesia, Sonthern and
Antaroctic Territories;
(¢) Guadaloupe, Martinique, French Guiana, Réunion.

»
Only since 1 June 1973, the date on which this country's Association Agreement
with the EEC took effect. ' ’

Of the Council of the Buropean Communities.
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(ii)

(iii)

Loans on special conditione from the resources of the EDF

Loans on special conditions are granted where the borrowing capacity of
the country concerned or the financial viability of the projects
justify and require more favourable oonditions. These special loans
are granted by the Commission and administered by the EIB under &
Bpecial Section set up in 1973 by its Board of Governors. The terms
are very favourable: the depreciation periods for the loans may be up
to 40 years with a maximum redemption-free period of 10 years, and

the interest ratie ranges, in practice, between 14 amd 3%.

Risk capital

The European Community may also contribute to the formation of risk cepital,
notably by the acquisition of an interest in the venture. These

contributions are financed with EDF resources on behalf of an at the risk of
the Community, and managed by the EIB; they are minority shareholderas only.

Repayable aid

In addition to grants from EDF resources (680 million u.a. and 814.5 million u.a.
for the AASMM and the OCTD respectively), which account for the bulk of financing,
the two Yaounde Conventions and the relevant Decisions?! provide for the following
amounts of repayable aid:

million nnits of account First Yaoundd | " Second Yaoundé
Convention and. " Convention and
Decision! : Decisionl
(1964-69) (1970-75)
AASMM QCTD AASMNM OCTD

Ordinary EIB loans {up to
a total of) 64 6 90 10

Loans on special terms

and contributions to the
formation of risk capital
from EDF resources 46 4 80.5 10

TOTAL 110 10 170.5 20

l0f the Council of the Buropean Communities in the case of the OCTD.

210 provision was made in the First Yaoundé Comvention for contribution to the
formation of risk capital. C



4.

THE 46 AFRICAN, CARIBBEAN AND PACIFIC COUNTRIES (ACP)1

The Lem& Convention, which was Bigned on 28 February 1975 between 46 African,
Caribbean and Pacific countries {ACP) and the Buropean Economic Community, will
gignificantly widen the scope of the Bank's activities outside ihe Community.

Of the 3 390 million units of account earmarked as total Commnity =id o the

ACP, an amount of 585 million units of account is to be used to finance the Bank's
activities, primarily in the form of ordinary loans (390 million Weaes ), Which will
generally carry interest subsidies (about 100 million u.a. as EDF grants)and
contributions to the formation of risk capital (95 million Ueas) 8lso included in
the EDF's resources.

In view of the EIB'® experience in this field, productive invesiment projects in
industry, mining and tourism will have to be submitted for vetting by the Bank

and financed, by way of priority, out of the Bank's available funds (ordinrary loans
and risk capital). But this does not automatically rule out the possibility of
aid being granted in the form of ordinary loans for viable infrasiructure projecis
in countries where this form of finance would appear suitable in view of their level
of development and balance—of-payments situation. '

The EIB's ordinary loans and the risk capital do, of course, form part of Community
aid. As a result, the Bark and the CommiBBion will, in agreement with the ACP
countries concerned, jointly draw up programmes indicating how the aid is to be
used in the period covered by the lLomé Convention. To this end, the Bank is
represented in the programming teams which the Community sends to each ACP country.

AB iB provided for in the Lomé Convention, the Bank's interest rate will, generally
speaking, be lowered by 3% through an interest subsidy set off against EDF grants,
except where the loane are earmarked for investments in the oil sector,
irrespective of their location, or in the mining sector, uniess such mining
schemes are situated in one of the least developed ACP couniries.

1The ACP countries include:

- the 19 AASMM (see list above);
— 21 Commonwealth countries, namely:

_"Africa: Kenya, Uganda, Tanzania (already lirked to the EEC under the Arusha
Agreement of 24 September 1969), Botswana, The Gambia, Ghana, Lesothe, Malawi,
Nigeria, Sierra Leone, Swaziland and Zambia;

Caribbean: Bahamas, Barbados, Grenada, Guyana, Jamaica, Trinidad and Tobago.
Pacific: Fiji, Western Samoa and Tonga;
- 6 other African countries:

Ethiopia, Guinea, Guinea-Bissan, Equatorial Guinea, Liberia and The Sudan.

s



5.

PORTUGAL

On T October 1975, the Community agreed to ask the Eurspean Investment Bank without
delay to mske available to Portugal as emergency aid loans for investment projects
up to a total of 150 million u.a. which could be committed in the period 1976-77,

pending the entry into force of a comventional financial protocol to replace this
arrangement.

These loans will be granted on the usual terms applying to the Bank's ordinary loans,
and there will be a 3% interest subsidy. As an entirely exceptional measures,

the Member States have agreed that the cost of these interest subsidies (put at

30 million u.a.) and also the total gumarantee to be offered to the EIB in respect

of its operations in Portugal will be entered in the Budget of the Buropean
Communities.
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Official Journal of the European Communities

ANKEX ITI

No L 46/1

(Acts whose publication is abligatory)

REGULATION (EEC) No 397/75 OF THE COUNCIL
of 17 February 1975

concerning Community loans

THE COUNCIL OF THE EUROPEAN
COMMLINITIES, :

Having regard to the Treaty establishing the European
Economic Community, and in particular Article 235
thereof ;

Having regard to the proposal from the Commission’;

Having regard to the Opinion of the Buropean Parlia-
mceat ]

Whereas the considerable changes in the terms of
intermational trade have produced a deterioration in
the batance of payments of the Member States of the
Community ;

Whereas the offects of this deterioration wilt vary
from one Member State to another and may therehy
compromisc the proper operation of the common
market ; )

“ Whereas the Community should accordingly contri-
bute to the financing required by this situation, and o
this end itself borrow funds to be put at the disposal
of Member States whose balance of payments s
affected by the increase in the price of petroleum
products, in the form of Joans having identical finun-
chal characteristics

Whereas, morcaver, intervention by the Comvmunity
as such is likdly to contribute to a stabitization of
capital movements duce to the increase in the price ot
petroleum products, to the benehit of the whole inter-
national comnunity ;

Whereas each loan to a Member State must be condi-
tional upon the adoption hy that Member State of
cconomic policy mweasures designed to redress ity
balance of paymients;

L
Whereas iy Aollows from the forcgoing that transac-
tions of this type are necessary to attain the objectives
of the Community as defined in the Treaty, and in
particutac the harmonious development of ceonomic
activitivs throughout the Community ; )

L]
Wihicreas the Trepty makes no provision for the
aoveers of action required for this purpose,

HAS ADCTED THIS REGULATION :

Atrcle 7 :

The Community may undertake a serics of opurations
to raise funds, cither dircetly from third countrics and
financial institutions, or on the capital markets, with
the sole aim of re-lending those funds to onc ‘or more
Member Statcs in balance of payments difficulties
caused by the increase in prices of  petroleuny
products.

Avisele 2

The opening of the negotiations nevessary for cath
toan transaction shall be authorized by the Counail on
the initi~ of onc or more Member States. The deci-
sion " open negotiations shall also lay down the
‘procudhitres for those negotiations.

In the tight of the outcome of those nugotiations, the
Council shall decide on what terms cach lown agree-
ment is to be concluded. The average period  for
which funds are borrowed shall not be less than five
years,

Article 3

The Councit shall decide on the principle and the
terms of loans to be granted to one or more Member
States and on the ¢conomic policy conditions to be
fulfilled by cach beneficiary Member State in order to
redress igs balance of payments.

3
The funds shall be paid only into central banks and
shall be used only for the purposes indicated in
Article 1.

Arvticle 4

‘The operations of borrawing and lending referred to
in Article 1 shall: be expressed in the sume currenty,;

- . 7
and carried out on the same terms with respect to
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repayment of the principal and payment of intercst.
The costs incurred by the Commumty in conchuding
and carrying out ¢ach operation shall be borne by the
beneficiary Member State concemcd.

Avticle §

The loan operations authorized by this chulatmn»

shalt be limited to the vquivalent in European mone-
tary units of account of 3600 million US dollars m
principal and interest payments.

Auticle 6

The guarantees designed to ensure that the loans
referred to in Article | are serviced and repaid in all
ciscumstances shall not exceed the following pcruén-
tages applicvd to the total amount of the loan i in prm-
cipal and interest :

iy

Germany - 44404

United Kingdom 4404
" France 4404
Italy 29-36
- Belgium/Luxembourg 14-68
‘Netherlands 14-68
- Denmark o 6-6()
Ireland 2:56
Article 7 )

The C0uncnl ishall lay down detailed rules for. the
|mplcmcntat|on of this Regudation.

strticle &

The measuces refecred to in Articles 2, 3 and 7 shall
be adopted by the Council acting unanimously on a
proposal from the Commyssion, which shull consult

. the Monctary Committee on the inatter.

This chulnnon shall be binding in its cntircty and directly applicable in all Mumlur .

States.

Done at Brussels, 17 February 1975.

Fur the Corncil
The I’re.\'iJi-rH

R.RYAN .

ra
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REGULA\TIQN (BEC) No 398[75 OF THE COUNCIL
Tk ' . of 17 February 1975 ‘. R 3
Phal hyhme?ﬁns Regulnuon (l!BC) No 397175 copcemmg Community Iocns
e
j 'miz chucn. oz THE aunomu %
- COMMUNITIES, Germany : 202
. Having regard to the Tmty establlshmg the Buropean_ United ngdom 2202
Econonnc Community; - France- . 22902
Italy : 14-68
Having regard 20 ‘Council- ‘chula_tlon (EBC) No . )
-397/75(") of 17 February 1975 concerning Commu- :t:lx:mﬁla:xembourg ;‘;:
nity loans, and in_particular Articke 7 thereof ; Denmiitk 330
Ireland 1-28

Having regard t0 the proposal from the Commission,
which has for this purpose consulted the Monetary
Committee ;

Wherens: Regulation (FFC) No 397/75 provides that
the Community shall, wherc necessary, undertake
opcrations to raise funds to re-lend to one or more
Mcmbur States in balance of payments difficulties due
to the increase in the price of petroleum products ;

Whereas, in order to ensure that the Community debt
is at all times duly serviced, as regards both capital
and intcrest, it i cssential to define the conditions
under which the - Community shall be centitled to
reccive from the other Member States the necessary
forcign ¢xchange if the debtor Member State finds
itself wnahle 0 make payment on one or more duc
dates ; .

Whereas a prou:dun. must be prov:clcd for examining

"both the circumstances preventing a debtor Member

State from mwung its  obligations in respect of the

debt and those in which a Member State might be

excmpted from the ammangements for the Member
States 1o prowdc the Community with the foreign
exchange due from the debtor Member State,

HAS ADOPTED Tuls.kgcuunon :

CArtice 1

Where it is found, pursuant to the procedure laid -

down in Anicle 6, that a Member State which has
reecived a toan from the Community is wholly or
partistly unable 1o provide the necessary foreign
exchange to make a payment falting duc in respect of
such loan, the other Member States shall be under an

obligation to provide the Community with this -

foreign cxchange in thc.

proportlons spcc:flcd in
Article 2. g

A Niﬂt- 2

The allocation among the Member States of the

forcign exchange to b provided by them pursuant to

Article 1 shall be - calculated by applying, in the
nanncr set qut in this Article, the following scale:

e d
(%) See page ¥ of shis Official Journal.

»

This scale shall be applied by dividing the total
financing - requirement among the other Member

‘States in the above proportions without taking
account of the debtor Member Statc’s quota.

Article 3 -

‘Where, pursuant to the procedure laid down in Article

7, one or more Member States are temporarily
exempted in whole or in part from the obligation to
provide the Community with foreign exchange due
from the debtor Member State, the scale laid down in
Atticle 2 shall be applied without taking account of
the quotas of those Member States, to the extent that
they have been exempted.

" Artice 4

1. However, no Member State may be required to
provide the Community with a total amount of
foreign cxchange which exceeds the percentage laid
down in Article 6 of Regulation (EEC) No 397/75
applicd to the total amount of the basic loan plus
interest, :

2. If this limit is reached angd there remains a

balance to be financed, the balance shall only be
divided, in accordance with the scale laid down in
Article 2, among the Member States other than the
Member State which has received the loan which
otherwise would have been temporarily exempted in
wholc or in part from participating in the operation ;
for the Member States only partially ‘exempted, the
percentage allotted to them in the scale laid down in
Articlc 2 shall be reduced by the percentage taken
into account in calculating their share of the alloca-
tion which lcft the balance to be financed.

Article §

Member States which have provided forcign exchange
pursuant to Articles 2 to 4 shall ipso fucto acquire a
claim against the Community for the forcign

* exchange provided.
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Any outstnnding: sums shall bear interest at the rate
set out in the original loan, subject to a decision taken
by the Council by a qualified majozity to amend this
rate.

Article 6

1. When a Member State receives a loan from the
Community, the Commission, in collaboration with
the Monctary Committee, shall take the necessary
measures to verify that the economic policy of this
State accords with the conditions laid down by the
Council pursuant to Articie 3 of Regulation (EEC) No
397/75. Subject to any arrangements which may be
made in connection with individual loans, this verifica-
tion shall take place at regular and frequent intcrvals.
To this end, the Member State shall place all the
necessary information at the disposal of the Comntis-
sion. .

2. This surveillance shall be closer as the date for
the first repayment approaches, or if recourse is had to
the re-financing arrangements provided for in Articles
204

3. Should it appear that difficultics may arise in
making a payment on the duc date, the Commission,
in coflaboration with the Monetary Committec and
the Committee of the Govemnors of the Central Banks
shall, sufficicntly in advance of the due date, make a
" special examination of the situation. This examination
- shall be concerned in particular with the financing
arrangements avaifable to the debtor Member State
both inside and outside the Community.

4. If this cxamination indicates that the debtor
Member State will be partly or wholly unable to make
payment on the duce date, the Commission shall
propose that the Council, by a unanimous decision,
implement the re-financing arrangements described
in Articles 2 to 4]

If the examination raises serious doubts as regards the ©

debtor Member State’s atleged incapacity to pay, the
Commission shall make a report to the Council -which
may include a “proposal that it implement the

re-financing arrangements. In the absence of such a
proposal, the debtor Member State may make applica-

* tion to the Council. The Council shall take a unani-

mous decision after consulting the Monetary
Committee and the Committec of the Governors of
the Central Banks.

Article 7

Any Member State which wishes to be temporarily
exempted in whole or in part from participating in
any re-financing arrangements owing to balance of
payments difficulties or serious deterioration in its
foreign exchange reserves shall ‘make known its
reasons at the examination provided for in Article 6
(3). The procedure provided for in Article 6 (4) shall
apply to such request.

Anrticle 8

In any event, both in the casc of a debtor Member
State being unable to pay, as cnvisaged in Article i,
and in the case of other Member States being tempor-
arily excmpted in whole or in part from contributing,
as envisaged in Acticle 3, all possibilitics opun to the
Member States concerned for obtaining finance cither
inside or outside the Community must first have been
exhausted before recourse is had to thu re-financing
arrangements provided for in Articles 2 to 4,

Article 9

Any Member State which has been temporarily
exempted in whole or in part, whether as regards a
pavment due from it or as regards participation in
r unancing arrangements, shall be under an obliga-
tion to make payment or to provide its share to the
Community as soon as its balance of payments situa-
tion and foreign exchange rescrves so permit.

Avrticle 10

The FEuropean Monetary Cooperation Fund  shall
make the necessary arrangements for the administra-
tion of the loans.

This Regulation shall be binding in its entirety and dircedy applicable in all Member

Stares. :

Done at Brusscls, 17 February 1975.

L4

v

For the Conneil
The President
R. RYAN
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