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MESSAGE FROM THE PRESIDENT

the main feature of the European Invesiment Bank's activities in 1994 was our growing
contribution fo the European Union's economic objectives, both within the Union and in an
increasing range of countries outside. Within the Union, the EIB's lending, ECU 18 billion,
contributed to some 4.5% of gross fixed capital formation within the Twelve, three quarters of
which in regional development or indusirial conversion areas.

In the course of 1994, the Bank largely completed the specific mandates entrusted to it by the

European Council as part of the Union’s Growih Initiative. The Bank accelerated the financing
of over 140 major projects or regional investment programmes under its Edinburgh lending
Facility; together with the European Commission it launched the ECU 1 billion subsidised loan scheme for job-creating
investment by Small and Medium-Sized Enferprises and, in partnership with the Commission and some 60O banks from
every Member Country, it set up a new guarantee instrument, the European Investment Fund.

Another imporiant feature was the Bank's role in the financing of trans-Furopean networks (TENs), an EIB speciality, as

evidenced by the ECU 23 billion or so lent since 1990 for infrastructure with a European dimension. But the Bank has
now pledged itself o strong and positive support = through a special TENs "Window" — offering financing terms and

conditions failored fo the particular needs of the priority TENs projects agreed at the December 1994 Essen European
Council. Helping fo finance TENs, and in particular seeking fo mobilise private sector finance and involvement, will be
one of the Bank’s top priorities in 1995.

Outside the European Union, the EIB's role has further expanded in 1994 with loans amounting fo nearly ECU 21/
billion signed in some sixty countries. Financing in the African, Caribbean and Pacific countries more than doubled;
lending in Central and Eastern Europe increased to nearly ECU 1 billion; in the non-member Mediterranean countries,
the Bank maintained significant operations with a special focus on regional cooperation and environmentrelated
projects, and it continued ifs new financing activity in Asia and latin America.

The Bank has, of course, been strengthened by the accession to the Union of Austria, Finland and Sweden, who are
now members and shareholders of the Bank, thus raising the statutory ceiling on EIB loans to ECU 155 billion. Since
outstanding loans at the end of 1994 stood at ECU 106 billion, the Bank still has substantial headroom for future activity
in supporting the Union’s economic and external objectives and making a valuable contribution towards creating the
Europe of tomorrow.

%@vm%

Sir Brian Unwin
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Responding to
economic needs...

developing
the leastfavoured regions...

SUPPORTING THE PRIORITY GOALS OF THE EUROPEAN UNION

994 and the early months of 1995, supporting the recovery of the European economy
and underpinning renewed growth, helping to achieve the priorities of the European Union
and creating appropriate instruments as well as preparing for and then implementing the
accession of new Member Stafes have meant that the European Investment Bank has had to
respond to new needs, while continuing to develop its traditional activities.

In a persistently difficult economic environment, with growth resuming hesitantly, public
indebtedness generally oversiretched and, above all, more than one in every ten Europeans
out of work, the EIB has been at pains to consolidate its level of activity, granting loans
totalling almost ECU 20 billion and directing its financing capacity towards investment satis-
fying priority Union obijectives.

994 more than 70% of EIB financing, ECU 12 billion, was devoted to investment sup-
porting the development of the least prosperous countries and regions, where incomes are
particularly low and jobs vulnerable. Investment financed in this way benefited all the areas
covered by the Structural Funds, where there has been greater interaction between EIB loan
and Community grant aid.

In those regions, and indeed in the European Union as a whole, the EIB finances transport,
telecommunications, energy supply and environmental protection infrastructure as well as
plant and equipment for numerous enterprises in the industrial and service sectors. This con-
centration of Bank support makes for a balanced distribution of invesiment and enables
advantage to be taken of the opportunities opened up by the Single Market. In concretfe
ferms, between 1990 and 1994 EIB loans contributed fowards implementation of some
5% of aggregate capital invesiment in the Member States.



IfH 994, the EIR continued to provide firm backing for economic growth and job creation.
It committed the full amount of the Edinburgh lending facility for speeding up infrastructure
financing, with ECU 7 billion devoted to 140 projects or regional investment programmes.
It also implemented the SME facility making subsidised loans available to small and
medium-sized enterprises creating new jobs.

Furthermore, the EIB participated with the European Commission and the banking community
in seffing up the European Investment Fund (EIF}, whose remit is fo provide guarantees in
respect of financing for European infrastructure and of investment by SMEs.

The EIB also took part in identifying priority transEuropean network {TEN) projects and
created a “special window" for tailoring its financing facilities to the specific needs of
Community infrastructure schemes.

flEHowing the accession of Austria, Finland and Sweden to the European Union on

1 January 1995, the EIB will be building on its relations with these three states and
stepping up its lending in the wake of operations already mounted in 1994 under the
Agreement with the EFTA countries. This further widening of the geographical spread of
Bank activity epitomises the openness of the European Union and the EIB, ifs finance insi-
tufion, in welcoming new members.

This outwardHooking approach is again evidenced by the expansion of Bank financing in
the Central and Eastern European Counfries, the quest to esfablish a fullyfledged parinership
in relations with non-member countries in the Mediterranean region, the growth in lending in
the African, Caribbean and Pacific States and the extension of operations to embrace new
countries in Asia and Latin America.

This policy is further exemplified by Bank support for the peace process in the Middle East,
where the EIB has paved the way for financing in the teritories of Gaza and the West
Bank, as well as for ongoing democratisation in South Africa through regional projects
forging closer ties between this country and its neighbours.

underpinning growth...

in an enlarged Europe
sharing common aspirations



ECU 60 billion lent between
1989 and 1994...

BALANCED REGIONAL DEVELOPMENT

iﬁerences in the level of development as
between regions of the European Union
remain one of the main obstacles to deep-
ening integration and achieving genuine
economic and monetary union: 20 million
Europeans live in the twelve poorest
regions with a per capita product of rough-
ly less than half the European average,
whereas that of the 30 million inhabitants
of the six most developed regions is more
than half as great again as the European
average.

Consequently, for the sake of the economic
and social cohesion of the European
Union, regional support initiatives need to
be taken in order fo prevent investment,
which means growth and employment, from
gravitating chiefly towards the most dyna-
mic regions and to ensure that it nurtures
the whole of the European Union in a more
balanced way.

That aim is the constant priority of the EIB:
on average, it devotes more than two thirds
of its financing to investment fostering the
development of the less favoured regions or
those facing industrial redevelopment diffi-
culties. Such operations are carried out
largely so as fo interact with grants from
the Community Structural Funds.

This complementarity, which results from
close liaison with partners in the regions, is
particularly important ot a time when
growth is still precarious, public borrowing
generally excessive and unemployment per-
sistent.

Since implementation in 1989 of the reform
of the Structural Funds, EIB financing for
regional development has reached almost
ECU 60 billion (12 billion in 1994], which
is comparable to the amount of grant aid
made available under the Community bud-
get. That financing has contributed towards

investment with a total cost of almost ECU

180 billion.




More than half of such lending is focused
on the regions most lagging behind in their
developmen' - the socalled “cohesion
countries” {Greece, Spain, the island of

lreland, Portugal], together wilh the south of
ltaly and eastern Germany. With this aim in
mird and with a view to underpinning the
peace process embarked upon in Northern
Ireland, the E!B is particooling in the multi
annual development aid programme set in
place by the Union.

Above and beyond slalistics, E'B financing
has a preclical significance. Thus, over Ine
past five years, the EIB has conlributed sub
stantially to the development of local road
networks and regional motorway, rail ana
air links, 1o the axension and modeinisa-
tion of lelecommunications and to eneigy
supply schemes.

'n parallel, it has supported drinking watel
suppiies, sewerage and waste
management in a large number of local
communifies.

Financing
in the European Union
(1990-1994]

n industty and the lertiary sector. financing

has been provided not only for argescale
oroduction facilities but also fer some

27 500 sma

, L
businesses, generally wit~ o

workiorce of less than 50, ir these regions,

where their impact on employment is
crucial.

Overall, aggregale invesimenrt financed by

the EIB in tre European Union accounlec
on average betweer 1990 and 1994 fo
oout 5% of gross fixed capilal lormation
(CHCH). However, Bank activity contributes
lo a much grecter croportion of invesimerl
in the less developed 1egions, aflaining
20% ot GFCF in Portugal and atoul 11%

in Gieece, Spain and Ilreland.

in favour of
the leastprivileged regions



A “special window” for
exceptional projects...

EFFICIENT COMMUNICATIONS

dhe need for efficient, well-conceived trans-
port and felecommunications networks is
more necessary than ever in the European
Union now that its area has increased by
one third through the rise in the number of
member countries from 12 to 15, and
bearing in mind its evercloser links with ifs

neighbours.

Such infrastructure, which is essential for the
free movement of persons, goods and infor
mation, will largely determine the success
of European integration and the balanced
development of the Union.

This philosophy also applies to energy sup-
ply infrastructure and links with non-member
countries on the periphery of the European
Union, namely in central and eastern Euro-
pe and in the Mediterranean region.

The EIB has assisted the various national
communications networks in changing to an
infegrated European system and has given
substantial support fo investment in these

areads.

Over the next few years, the EIB will con-
finue to tumn ifs experience and ability to
mobilise substantial financial resources to
good account in implementing trans-Europe-
an fransport networks, first and foremost the
fourteen priority projects adopted by the
Essen European Council in late 1994,

Accordingly, in view of the unusual scale
and especially long construction periods of
some of those infrasfructure projects with a
European dimension, as well as their speci-
fic financing requirements, the EIB has set
up a “special window”". This provides for
tailormade financing facilities in terms of
loan maturities and grace periods and for
early, more active involvement in the finan-
cial engineering of the projects concerned.

14 priority trans-European networks

The EIB has appraised most of the 14 priority
fransport network projects. As at end-1994 it
had committed some ECU 4.5 billion, or 5% of
their estimated total cost, for financing several
of their components already under construction.
The projects in question are: the Brenner high-
speed rail line; the Poris-Brussels-Cologne-
Amsterdam-london high-speed rail link; the
Cork-Dublin-Belfast rail connection; motorways



The EIB, which is already the leading
source of bank finance for large infrastruc-
ture projects in more than half the Member
States of the Union, will therefore continue
fo reinforce its longstanding commitment in
this area, so equipping industry in particu-
lar with the means to respond tfo the chal-
lenges of competitiveness and employment.

Between 1990 and 1994 ifs financing for
fransport and telecommunications projects
amounted to almost ECU 32 billion ~
ECU 8.8 billion of which was provided in
1994 — corresponding to investment worth
some ECU 108 billion. Approximately one
third of this amount was for generally
small-scale regional projects implemented
by local authorities.

The bulk of the loans (ECU 23 billion),
however, was granted for large-scale
infrastructure schemes with investment costs

approaching ECU Q0 billion.

in Greece, Spain, Portugal and Finland;
uprating transport capacily for developing the
Ireland-United Kingdom-Benelux link; extension
of Milan-Malpensa airport. Mention should also
be made in the energy field of the Maghreb-
Spain gasline, gas grids in Greece and
Portugal and the electricity interconnection
between Spain and Portugal.

Some of these projects are particularly sym-
bolic of the drive fo bridge infrastructural
gaps within the Union, surmounting distan-
ces and natural barriers: as such, they offen
constitute the foundations of trans-European
networks. Significant examples are the
Channel Tunnel, the Great Belt fixed link in
Denmark and sections of the European
high-speed train network in Spain, France
and Belgium.

The EIB has also provided financing
throughout most of Europe for constructing
the main motorway and rail links, expand-
ing airport capacity, sefting up a European
air traffic control and safety system and
renewing airline fleets. In addition, it has

supported the development of telecommuni-
catfions, nofably leadingedge services such
as digital data transmission systems.

transport infrastructure
creating a closer-knit Europe



Environmental profection:
a prerequisite for
sustainable growth

A DEDICATED APPROACH

TO SAFEGUARDING THE ENVIRONMENT

e European Union and its Member
States are incorporating environmental con-
cems to an everincreasing extent info their
various policies. In this way, they are
responding to the expectations of their citi-
zens for better husbandry of natural resour-
ces and preserving and improving the
quality of life and likewise their common
ecological and historical heritage.

At both national and Community levels,
economic competitiveness, employment and
environmental protection no longer seem at
odds with each other, but are tending to be
combined with a view to achieving sustain-
able growth.

The accession of Austria, Finland and
Sweden, whose experience and practice
are at the forefront, should give new
impetus to action in this sphere.

For its part, the EIB is making an in-
creasingly significant contribution towards
investment specifically aimed at environmen-
fal protection or with a dominant environ-
mental component.

Between 1990 and 1994, it devoted
almost a quarter of ifs lending (some ECU
18 billion, including ECU 4.9 billion in
1994 to investment improving the environ-
ment or the quality of life.

Activity in this area cenfres mainly on water
management. The EIB has cofinanced drink-
ing water supply systems, offen at regional
level - as in the United Kingdom -, and
wasfewater collection and freatment in
large fowns and cities, including Madrid,
Valencia, Rome, Venice, Florence, Milan,
Cologne, Bitterfeld, Athens, Heraklion and
Marseilles. It has also assisted several hund-
red small and medium-scale projects car-
ried out by local authorities, notably in

Germany, France and Denmark.




The EIB is similaily helping 1o implement

multianrual programmes for cleaning up
river systems [such as the Po, Ao, Severn,
Thames and Tagus} and coastal areas, par-

HCL;\O\‘V‘;/ in southern Euwope_

In many cases, ir order to support a coor-

dinated opproach io cross-border po
the EIB p

cooperalive initialives designed to profect

arlicipates in various infernational

the Medierranean, rel @b\lmle fne
clean up the Elbe river basin and safe-

guard the Danube.

Stricter Furopean and national legislation
relating to the sforage and processing of

solid domestic and industrial waste has

been reflected 'n major investment program-
nes altracling substantial EIB backing, parti-

ol

cularly in northern Europe; likew'se, special

aftention is paic d lo co nirolling The risks con-

with fumes fiom incineral

nected

ants

This concern has prompted the Bomk
advance finance for equipping, modernis-
ing and even restructuring coalfiled power
stations.

For the same reason, the EIB has stepped
up ils action for profecling Ine environment

al industrial sites, especially by underpin-

chem:-

ning the investment plans of severa

cal and petiochemical groups and by

Fnancing introduction of low-pollution tech-

nologies, for inslance in the auomot've

(water-based po'\mshoos, new engine ¢

coment), paper and stecl industies.

n urban

Lastly, as far as Eurooe

centres are cmccmed, improving the quali-
| ends to a very large deg

ree

on the reduction of nuisance caused by

road fraffic gly, in addition to pro-
jects ¢ Jesgu to move through-reffic out of
towns {by-passes, outoftown parking

areos, road improvement and rehabiliter

tion), the EIP has supported the develop-

ment of nsport in mrore than fiftleen

large towns and cities: underground rail
way lines, frams, buses and supurban
frains. Aggregate Bank lending for enhan-
cing the urban environment has amounted
fo almos® ECU 4 billion in the space of Mve

vears

Controlling industrial
and urban pollution




A popular top-quality
signature. ..

on all the markets

AN EFFECTIVE FINANCIAL INTERMEDIARY

lﬁgtontrosf fo other financial institutions, the EIB does not draw on customer savings deposits
or current accounts but funds the bulk of its lending requirements through calls on the capital
markets. Maintaining a permanent presence on the world's leading financial centres, the
Bank offers investors a much sought-after signature, reflected in the "AAA" rafing regularly
awarded fo its bond issues.

The EIB is thus in a position to mobilise significant volumes of investor savings ([ECU 66 bil-
lion between 1990 and 1994) on the finest terms available, which it steers towards econo-
mically viable and worthwhile projects serving the objectives of the European Union. Opera-
fing on a non-profitmaking basis, the Bank passes on, through its loans, the benefits of its
excellent position on the markets via the rates, maturities and range of currencies offered to
its borrowers.

LHQQA a year marked by exireme interestrate volatility, the EIB raised over ECU 14 bil-
lion through 73 medium and longterm, mainly fixed-rate, borrowing operations.

However, demand on the part of the Bank’s borrowers for variable-rate resources prompted
a significant increase in issues of this type as well as the conclusion of numerous swaps and
a limited volume of operations on the derivatives market; in all, floatingrate borrowings
accounted for almost one quarter of total funds raised. Shortterm commercial-paper pro-
grammes outstanding fell back accordingly.

Attuned to market senfiment, the EIB has, in recent years, adapted the pattern of its calls
and its issuing techniques. It has redeemed borrowings early, taking advantage of favour-
able refinancing opportunities when available, and had recourse to hedging instruments for
more than two thirds of aggregate funds raised at fixed rates in 1994, mainly by means of
deferred-rate sefting contracts.




P committed player ir building the Europe of tomoriow, the EIB provides longrerm flinan- Borrowing fo lend...
cing for copital projects located, for the most part, within the Furopean Union. It is thus
hardly surprising that, in 1994, almost four fifths of resources were raised in all the curren-
cies of the Member Countries of the Union and in ECU, with Ihe lira, Deutsche

Mark, pound sterling and French franc accounting for over half of the tolal. The Bank is also
an active force on the principal non-Community markets where it borrows chiefly US

dollars, Swiss francs and yen. By virtue of ils presence on the Austrian Schilling and Swe-
dish krona markets, the EIB has already established contacts with financial circles in the
three new Member States of the Union.

Wince 1981, the EIB has sought both fo promote use of the ECU and to extend the inferna- in furtherance

ional reach of ECU-denominated bond issues. Although in 1994, the European currency of European integration
represented only a very small portion of Bank borrowings, it nevertheless confinues fo rank
high = in fourth position — on the list of currencies disbursed by the EIB. This apparent con-
fradiction can be traced to subsfantially surplus cash flow in ECUs at the Bank during the
financial year, mainly as o result of loan prepayments by a number of borrowers for whom
the ECU had forfeited some of ifs afiraction in the wake of interestrate trends and develop-
menis within the European Monetary System.

As the European Union's finance institution and the leading supranational borrower, the EIB
has constantly endeavoured to develop Europe’s capital markets. I has opened up and
strenglhened various compartments of the longlerm markets in several Member States and

coniributed fowards their infemationalisation. After pioneering the sterling, peseta and
escudo markels for non-residents, the EIB inaugurated the “Marathon” market, floaiing fixed-
rate {February 1994} and floctingrate (March 1995] issues in diachmas which are sfill the
largest to date in this segment. The Bank has thus confirmed, in practice, the philosophy
underlying its borrowing policies: reconciling the efficacy of its resourceraising operations
with its defermination o develop Europe’s financial markets.



Promoting the use
of natural gas...

RELIABLE, DIVERSIFIED
ENERGY SUPPLIES

efforts which have been put into provi-
ding reliable, economic and non-polluting
energy since the oil crises have enabled
the share of Europe’s energy supplies
accounted for by imported oil to be reduc-
ed and diversification of energy sources to
be stepped up.

Natural gas, whose development potential
is still considerable, accounted for about
one fifth of consumption in the European

Union in 1994,

This fuel offers the advantage of lower
atmospheric pollution, reliance on abundant
sources relatively close at hand and use in
electricity generation as a result of technolo-
gical advances in gas turbines, particularly
combined-cycle turbines. ‘

The EIB has actively supported this develop-
ment: its fotal loans in respect of the gas
sector have reached almost ECU 4.7 bil-
lion since 1990, including ECU 1.5 billion

in 1994 alone. In this way, it has contribu-
ted towards the appreciable investment
needed for the fransmission and storage of
natural gas from areas on-the periphery of
the Union where it is available in abun-
dance.

In 1993 and 1994, the EIB financed - to
the extent of ECU 840 million in all - two
major gaslines intended to supply the Union
from gasfields in southern Algeria: the
"Maghreb-Europe” gasline crossing the
Strait of Gibraltar to link up with the
Spanish grid plus the “SNAM-Transmedifer-
raneo” line supplying ltaly via the Strait of
Messina and operating in parallel with the
gasline previously cofinanced by the EIB.

These two infrastructure projects of major
benefit to the Community are, moreover,
serving fo strengthen relations with the
Maghreb countries as part of the Redirect-
ed Mediterranean Policy.




The EIB has also financed the construction
of infrastructure for conveying gas from
Siberia and deposits in the North Sea, the
lrish Sea and the Adriatic fo the infercon-
necfed European grid. At the same time, it
has supported the development of oil fields
in these areas.

Substantial financing has facilitated more
widespread distribution of natural gas. In
recent years, such lending has been con-

centrated on hitherto poorly served regions:

eastern Germany, Spain, Greece and
Portugal. Lastly, the EIB has cofinanced the
switch to natural gas by numerous electric-
ity producers {in Germany, lialy, Belgium,
the Netherlands and the United Kingdom).

A growing proportion of financing is
earmarked for the management and
more rational use of energy. The EIB is
lending its support to the establishment of

inferconnected electricity grids at European
level and in particular fo the laying of
undersea power fransfer cables from the
Scandinavian countries which have sub-
stantial hydroelectric capacity.

It is also participating in the development
of renewable and alfernative sources of
energy (energy recovery, biogas produc-
tion, waste recycling, efc.), the conversion
of industrial production processes and the
promotion of infermodal transport. Many of
these projects include a large proportion of
environmental profection equipment.

In total, EIB loans for investment meeting

energy management objectives in the Euro-
pean Union amounted fo more than ECU

13.5 billion between 1990 and 1994.

and the interconnection
of electricity grids




Developing
industrial potential...

A COMPETITIVE INDUSTRY

‘;‘f&roduoﬂy emerging from a long period of

stagnation, the European economy s sill

faced with a dramatic level of unemploy-
ment. Against this background, strengthen-
ing the competitiveness of European indus-
fry is of crucial importance for the recovery
of employment as well as indusry’s capac-
ity fo sustain international competition,
adjust to technological change and take
advantage of the Single Market.

The EIB has consistently supported this pro-
cess, advancing more than ECU 21 billion
between 1990 and 1994 for projects
throughout most of industry and the service
seclor. Such operations, accounting for
almost 30% of overall Bank activity in the
European Union, have contributed to

aggregate capital investiment of
ECU 67 billion.

This financing, over half of which was
made available in the less prosperous
areas of the Union, breaks down more or
less equally between large-scale, often tech-
nologically very advanced, projects and
over 35 000 ventures undertaken by
SMEs.

The large enterprises financed by the EIB
are logically concentrated in sectors particu
larly exposed to international competition
(the automotive, aeronautical, chemical and
paper industries). Through its lending, the
EIB is bolstering capital inputs made by
European industry. In particular, it has con-
fributed towards investment for reducing
energy consumption, controlling the dis-
charge of effluent and adapting production
fo suit new environmental standards.

In many cases, projects, bringing together
partners from several Member States, have
served to strengthen European integration.

The Bank pays particular attention to the
favourable impact on employment of invest-
ment by large undertakings in the industrial
and service sectfors, nofably in assisted
areas.



In order fo encourage investment in small
and medium-scale ventures throughout the
Euiopean Union, the EIB has [orged fruitful
partnerships with some 130 commeicial
banks and financial insfitutions. Their strong
local or secloral presence and their proven
ability to deploy the proceeds of he Bank’s
9
intermediaries for allocating credit from EIB

obal loans mean that they are effecive
resources.

EIB funds totaling ECU 1.7 billion were
allocated to & 800 SMEs in 1994, A
great many of these, 80% employing fewer
than 50 workers, localed for the most part
in assisted areas, fall within the mechanical
engineering, agrifoodsivffs, papel, fexliles,
service and lourism sectors.

The close relations established with the

banking sector have been built on in order

fo enable jobcreafing SMEs fo obtain,
under EIB global loans specially subsidised
from European budgetary resources fo the
extent of 2% over five years, funds of up fo

ECU 30 000 per job created.

This action in support of employment,
which is being conducted in all the counr-
tries of the Furopean Union and accounts
for a total of ECU one billion, was laun-
ched in September 1994 Inifial results

show that, less than one year later, loan
applications received already account for
half the total, emanate from over 2 000
enterprises and provide for the creation of

some 23 000 new jobs.

and facilitating investment

by job<creating SMEs

W



1 January 1995:
Europe grows from 12 to 15

THE EIB AND ENLARGEMENT
OF THE EUROPEAN UNION

;?i‘%sﬂowing the accession of Austria, Finland
and Sweden to the European Union on

1 January 1995, the EIB's shareholders
have numbered fifteen Member States. The
Union now covers an area of 3.24 million
km? and has a population of

366 million, while its prosperity, in terms of
GNP, has increased by some 7%.

The EIB’s theatre of operations has once
again been extended and the Bank has
adjusted its operating structure to accom-
modate ifs new remits.

The rapidity with which the accession pro-
cedures, initiated at end-1992, were com-
pleted was due largely fo the applicant
States” willingness to accept the “acquis
communautaire” as well as to their econo-
mic and social fabric, similar to that of the
Twelve.

The extent of this determination had already
been illustrated by conclusion in 1992,

with the EFTA Countries, of the Agreement
on the European Economic Area, paving
the way for the accession of the new Mem-
ber States. In addition, the Board of Gover-
nors’ decision to authorise the provision of
loans and guarantees in the EFTA

Counfries allowed the EIB to finance an ini-
fial series of projects.

The Bank is now in a position to bolster ifs
support for capital investment by the corpo-
rate sector and local authorities in these
countries.

Furthermore, having already established @
presence on the Austrian and Swedish
capital markets, the EIB is well placed to
furn to optimum effect its links with the
authorities, banking circles and industry in
rapidly building up its lending and borrow-
ing activity.

Initial EIB activity in the new Member States

After lending a total of ECU 165 million in
Austria, Finland and Sweden in 1994, the EIB
stepped up the pace of its operations following

these countries’ accession and, by end-April
1995, had advanced ECU 267 million in all.

The funds were channelled into major
projects, in most cases also benefiting other
countries within the Union.



countries of Central and Eastern Euro-
pe, which five years ago were sfill isolated
from the Union, have become fullyfledged
partners in the building of Europe. As pre-
sent or prospective signafories of Europe
Agreements, they are on the path to acce-
ding to the Union if they so wish and once
they are in a position fo fulfil the relevant
obligations. This political choice sefs the
framework for action by the EIB in line with
the Union's wishes: supporting the develop-
ment and conversion of these countries’
economies with a view fo progressive rap-
prochement and integration.

The EIB has been contributing to the efforts
undertaken in these countries since 1990.
Lloans amounting to ECU 2.7 billion have
already been granted, first in Poland and
Hungary, subsequently in Bulgaria, Roma-
nia, Slovakia and the Czech Republic,
more recently in the Baltic States (Estonia,
Latvia, Lithuania) and in Slovenia. This
financing helps to strengthen the infrastruc:

This is exemplified by projects in Sweden: a
scheme fo uprate capacily for electricity genera-
tion and transmission to Germany as well as a
wastewater freaiment plant in Stockholm, re-
ducing discharges into the Baltic. Further
examples are the modemisation of felephone
links between Austria and its neighbours and, in
Finland, sections of the E18 motorway in the
Nordic triangle connecting Norway with Saint
Pefersburg.

CENTRAL AND EASTERN EURORPE:

A NEW HORIZON

ture essential for their economic recovery
and greater accessibility. In particular,
through partnerships, it contributes towards
the development of outward-looking private-
secfor industry and services.

Special attention is being paid to invest-
ment facilitating trade: telecommunications
and fransport infrastructure extending the
frans-European road and rail networks
across the Union.

A case in point is the support already
being provided in eight of these countries
for the coordinated investment programme
designed to rehabilitate or modernise air
raffic confrol and management systems,
now an urgent priority given the growth in
air traffic movements, the obsolescence of
existing equipment and the need fo harmo-

nise systems throughout mainland Europe.

Loans in ten countries




Supporting deve/opmenf
in the cause of peace

THE MEDITERRANEAN:
NEIGHBOURS IN PARTNERSHIP

With every passing year, closer lies are
ceing forged between the countrics on the
northern and southern rims cf the Mediterna-
nean, based on mutual interdependence
and a desire for building a genuine parl-
nership.

With a record ol almost twenty years” acti-
vy in the non-member Mediterranean coun-
tries, the EIB is playing a vital 1ole in imple-
menting the Redirected Mediterranean
Policy, with over ECU 2.2 billion made
available since 1990

Bank support for capital investment in these
countries focuses on transport, felecommuni-
cations and energy fransfer infrastructure,
management of all too limited water re-
sources and development of the productive
private sector.

Accordingly, the EIB provides backing for
inter-regional - cooperation inifiatives making
for.strionger links between these countries

and the Union and fosters the emergence
ol industial parinerships between local and
Furopean firms designed lo inject knowhow
and technology and open up new markets,
More than 200 joint ventures have attrac-
ted risk capital resources from the Commu-
nity budget fo this end. The EIB has also
aided the establishment of several thou-
sand, mosily small and medium-

sized, enterprises as parl of close coopera-
tion with local commercial or development

banks.

Lastly, the EIB is assisting the peace process
in the Middle East, both in lebanon, where
it is actively involved in reconstruction of the
country, and in the terilories of Gaza and
the West Bank. In this region, at the
request of the Council of the European
Union, the EIB is supporting the develop-
ment of the productive private sector and
encouraging regional environmental profec:
tion and infrastructure projecls.



For more than 25 years, the EIB has been
an active participant in European develop-
ment cooperation policy in an everincreas-
ing number of African, Caribbean and
Pacific countries.

In parallel to the subsfantial contribution of
grant aid mobilised by the Union and its
Member Counfries in order o assist the
most deprived populations and to remedy
the most acute economic problems, the EIB
concentrates on financing investment in
indusiry, agriculiure, fisheries and services.
It is endeavouring to respond to practical
needs in such sectors by furthering the
growth of the local banking system. The EIB
is also helping o reinforce infrastructure
essential for securing power generation and

ACP COUNTRIES:
ONGOING COOPERATION

fransmission and improving communications
and water management, above all in urban
areas.

Between 1991 and 1994, the EIB ad-
vanced more than ECU 1 200 million, of
which 462 million in 1994 alone, in the
form of loans and risk capital assistance
under the Lomé Convention.

As a result of the new relations established
between the European Union and South
Africa since its commitment fo democracy,
the EIB will be expanding its operations to
embrace this country foo. Here, as in other
parts of Africa, the EIR will seek in
particular to support greater inferregional
cooperation.

ASIA AND LATIN AMERICA:

WIDENING SPREAD OF OPERATIONS

lﬁi‘fhe countries of Asia and Latin America
which have signed cooperation agreements
with the European Union, the Board of
Governors has authorised the EIB to commit
up to ECU 750 million between 1993 and
1995, It is empowered fo finance projects
of mutual inferest to both the country con-
cerned and the Union, notably where these
are implemented in association with busi-
ness operators from Member States.

Loans totalling ECU 319 million have al-
ready been granted, mainly in the energy
sector, on the one hand, in Costa Rica,
Argentina and Chile and, on the other,

in India, Thailand, Pakistan and the
Philippines.

Projects with
a human dimension

More than 300 million
over the past two years

O
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LOANS

YY ho can borrow?

The EIB finances specific projects in line with the
obijectives set out in this brochure. It lends to bor-
rowers in both the public and private sectors.
loans may not be used either 1o fund the acqui-
sifion of an enterprise or fo build up a company's
capital base. Outside the European Union, ope-
rations are govemed by the various agreements
in force.

For what amount?

The EIB loan is a supplementary source of finan-
cing and does not, as a rule, exceed 50% of pro-
ject cost. Loans can be used in combination with
national or Community grant aid, particularly in
assisted areas.

In what form?

large-scale projects {upwards of ECU 25 million)
are financed through individual loans concluded
directly with promoters. Small or medium-scale
ventures are financed indirectly by way of global
loans granted to banks or financial insfitutions.

What criteria apply?

The EIB assesses the project’s consistency with
Community policies, ifs technical and financial
viability as well as its economic benefits. Com-
pliance with environmental profection and pro-
curement regulations is also vefted. Finally, the
promoter’s financial situation and cash flow pro-
jections along with security offered are examined
closely.

Who decides?
Once the appraisal is completed, the FIB's Board
of Direclors, acfing on a proposal from the

Management Commiliee, decides on the grant-
ing of the loan, following opinions delivered by
the Member Stafe concerned and the European
Commission.

What maturities@

The EIB grants longerm loans (up to 20 years or
more). Their maturity and the possibility of a grace
period depend on the type of project involved
and its useful life. In the case of cerfain excep-
tionally large infrastructure schemes of benefit to
Europe in general, the EIB may, if need be, tai-
lor its terms accordingly.

What currencies?

Depending on the EIB’s holdings and the borrow-
er's preferences, the loan is disbursed in one or
more currencies of the Union, in ECUs, or in other
currencies used by the Bank.

What rates?

As a financial intermediary operating on a non-
profitmaking basis, the EIB onlends the funds bor
rowed by it at a rate reflecting its excellent posi-
fion on the capital markets, plus a small margin
fo cover its operating costs. Loans are disbursed
at par.

Rates {fixed usually, but also revisable, variable
or convertible info fixed rate] may be set either
upon signature of the finance contract or upon
each disbursement {openate contract).

The method adopted for setfing rates is the same
for all countries and sectors. The EIB does not
grant interest subsidies, although these may be
provided by third parties.
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1e EIB is o Community institution enjoying
its own legal personality and financial autor
nomy. lts members are the Member States
of the European Union, who all subscribe
to its capital.

Its Board of Governors consists of the minis-
ters designated by each of the Member
States, usually Ministers for financial or eco-
nomic affairs. It lays down general direc
fives on credit policy, approves the balance
sheet and annual report, decides on capi-
fal increases and appoints members of the
Board of Directors, the Management Com-
mittee and the Audit Committee.

lts Board of Directors, 24 of whose mem-
bers are nominated by the Member Stafes
and one by the European Commission, is
responsible for the management of the

EUROPEAN INVESTMENT BANK

Bank in keeping with the objectives assig:
ned to it.

Its Management Committee controls all cur-
rent operations, recommends decisions to
the Board of Directors and is then respon-
sible for carrying them out; the Bank's
President, or in his absence one of the
Vice-Presidents, chairs the meetings of the
Board of Directors.

Its Audit Committee, on the basis of work
carried out by internal /external monitoring
and audit bodies, verifies that the opera-
fions of the Bank have been conducted and
its books kep' in a proper manner.
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