Non-Paper

Responses to questions raised in the Meeting of Financial Counsellors of Permanent Representations of 10 December 2002

Euratom Loans in Member States

See data in annex. This clearly shows the two periods of Euratom activity: (a) for Member States from 1977 to 1987 and (b) for non-member states from 1994 on. All loans in Member States were repaid by 2000.

Potential Borrowers

In the pipeline

· Continuation of disbursement of the loan for Kozloduy NPP 5&6 in Bulgaria.

· Potential disbursement of loan for K2R4 in Ukraine, already agreed (conditionally) by the Commission

· A potential loan for Cernavoda NPP 2 in Romania, if approved by the Commission

For decommissioning projects

· There are 8 nuclear power units in 3 candidate countries that give rise to safety concerns and for which the Commission has negotiated early closure:

· Kozloduy 1-4 in Bulgaria,

· Ignalina 1-2 in Lithuania and

· Bohunice 1-2 in Slovakia.

· Euratom loans could be used to complement the grants already in place or envisaged.

For completion projects

· There are 6 units on 4 existing sites in Russia where construction is not progressing as planned due to a shortage of finance: 

· Kalinin NPP 3&4, 

· Balokovo NPP 5&6, 

· Kursk NPP 5 and 

· Rostov NPP 2. 

· Discussions are ongoing with the Russians to explore the possibilities of providing Euratom loans.

For safety upgrade projects

· There are 14 units currently in operation in Ukraine where safety and efficiency upgrades could be required and therefore they are potential candidates for Euratom financing. The modernisation of these units is foreseen in the framework of conditions associated to the K2R4 Project.

Potential Lenders

Euratom can only finance up to 50% of the investments, and therefore requires involvement of complementary financial sources, such as: 

· In Member States: internal cash flow of the operator, financial market, banks, EIB, etc.

· In non-member states: the state concerned, EBRD
, internal cash-flow of the operator, financial market, banks, export credit agencies, etc 

Note that Euratom is the only international financial institute providing “unrestricted” (see EBRD footnote) long-term funds for nuclear projects.

PHARE and TACIS provide grants and assistance, not loans. 
EU Budget and Guarantee Fund for External Action

Neither the raising of the Euratom borrowing ceiling nor the alignment of the scope of eligibility of projects for Euratom financing has an impact on the EU budget. This is because the loans are not disbursed from budgetary funds but are funded on the financial market. There is no subsidy from the Commission or Euratom associated to Euratom loans either. 

Council Decision 2728/94 of 31.10.1994 establishing the Guarantee Fund for External Action defines different provisioning procedures for macro-financial assistance loans, Euratom loans to non-member states and loans provided by the EIB under the guarantee of the EC. The purpose of the Guarantee Fund is to avoid a financial shock on the EC budget in the event that a (significant) loan is not repaid in time. (NB. Euratom loans to non-member states require a Guarantee from the state concerned.) In the event of default, the EC budget would have to repay, timely, the back-to-back funding (the borrowing) that financed the loan. By correctly servicing the borrowings, the EC and Euratom ensure that their excellent public rating levels are preserved (AAA from Standard and Poor`s and Aaa from Moody`s). 

The approval by the Council of the two Proposals for Decision would not have an impact on the Guarantee Fund. For Euratom loans, the provisioning from the budget normally occurs when Euratom loan contracts with non-member states are signed (after the Commission has given approval for a specific loan). At the beginning of each calendar year, provisioning is made for the amounts of Euratom loans for which signatures are expected. (A correcting provisioning or de-provisioning at the end of that year would handle any change in the loan amount.) Such a provision is made independently of the pattern of disbursement. 

Adjustments will be made to the provisions depending on the evolution of the projects in the pipeline.

Further provisions would be made as new loan applications are received (taking into account that the examination phase of a project leading to Commission approval takes normally more than one year from receipt of an application).

Fuel and Material Testing Reactors

As safety and efficiency of nuclear power plants are major criteria for the eligibility of projects for Euratom loans, it is considered logical that “Fuel and Material Testing Reactors” should also be eligible. These reactors are irradiation tools that are essential to test any new material or fuel that may be used in a nuclear plant and to ensure safety, reliability and a contribution to efficiency.

They have been identified in Sweden, the Czech Republic, Hungary and Russia. All these reactors have been built in the late 50s or early 60s. They will all be subject to safety improvements. Some of them have been refurbished, but their life term is now limited. Therefore several FMTR will be decommissioned in the coming years. Their decommissioning is very similar to that of nuclear power plants. Further, new irradiation capabilities, which would lead to new FMTR, are likely to appear in the next few years.

Summary of Euratom Loans 1977-2002

	
	Numbers of Loans
	Amounts approved (€) (*)

	
	Member States
	Non Member States
	Total
	

	
	(Decision 1977)
	(decision 1994)
	
	

	Year
	Belgium
	Germany
	France
	Italy
	UK
	Bulgaria
	Ukraine
	
	Belgium
	Germany
	France
	Italy
	UK
	Bulgaria
	Ukraine
	Total

	1977
	 
	1
	2
	 
	 
	 
	 
	3
	 
	72.57
	25.26
	 
	 
	 
	 
	97.83

	1978
	 
	2
	 
	1
	 
	 
	 
	3
	 
	59.80
	 
	40.32
	 
	 
	 
	100.12

	1979
	3
	 
	6
	1
	 
	 
	 
	10
	62.78
	 
	63.88
	31.24
	 
	 
	 
	157.90

	1980
	3
	1
	5
	 
	 
	 
	 
	9
	71.60
	79.23
	103.51
	 
	 
	 
	 
	254.35

	1981
	11
	 
	5
	1
	 
	 
	 
	17
	200.79
	 
	92.37
	33.56
	 
	 
	 
	326.72

	1982
	4
	 
	8
	1
	 
	 
	 
	13
	79.05
	 
	270.28
	28.68
	 
	 
	 
	378.01

	1983
	2
	1
	6
	2
	2
	 
	 
	13
	33.10
	42.34
	201.69
	80.95
	33.98
	 
	 
	392.06

	1984
	3
	 
	3
	 
	 
	 
	 
	6
	92.20
	 
	90.18
	 
	 
	 
	 
	182.38

	1985
	1
	2
	 
	2
	 
	 
	 
	5
	44.89
	63.33
	 
	96.41
	 
	 
	 
	204.63

	1986
	 
	1
	3
	1
	1
	 
	 
	6
	 
	22.71
	221.35
	97.67
	73.00
	 
	 
	414.73

	1987
	 
	1
	1
	2
	1
	 
	 
	5
	 
	22.42
	73.39
	124.08
	144.41
	 
	 
	364.30

	1988
	 
	 
	 
	 
	 
	 
	 
	0
	 
	 
	 
	 
	 
	 
	 
	0.00

	1989
	 
	 
	 
	 
	 
	 
	 
	0
	 
	 
	 
	 
	 
	 
	 
	0.00

	1990
	 
	 
	 
	 
	 
	 
	 
	0
	 
	 
	 
	 
	 
	 
	 
	0.00

	1991
	 
	 
	 
	 
	 
	 
	 
	0
	 
	 
	 
	 
	 
	 
	 
	0.00

	1992
	 
	 
	 
	 
	 
	 
	 
	0
	 
	 
	 
	 
	 
	 
	 
	0.00

	1993
	 
	 
	 
	 
	 
	 
	 
	0
	 
	 
	 
	 
	 
	 
	 
	0.00

	1994
	 
	 
	 
	 
	 
	 
	 
	0
	 
	 
	 
	 
	 
	 
	 
	0.00

	1995
	 
	 
	 
	 
	 
	 
	 
	0
	 
	 
	 
	 
	 
	 
	 
	0.00

	1996
	 
	 
	 
	 
	 
	 
	 
	0
	 
	 
	 
	 
	 
	 
	 
	0.00

	1997
	 
	 
	 
	 
	 
	 
	 
	0
	 
	 
	 
	 
	 
	 
	 
	0.00

	1998
	 
	 
	 
	 
	 
	 
	 
	0
	 
	 
	 
	 
	 
	 
	 
	0.00

	1999
	 
	 
	 
	 
	 
	1
	 
	1
	 
	 
	 
	 
	 
	212.50
	 
	212.50

	2000
	 
	 
	 
	 
	 
	 
	1
	1
	 
	 
	 
	 
	 
	 
	688.24
	688.24

	2001
	 
	 
	 
	 
	 
	 
	 
	0
	 
	 
	 
	 
	 
	 
	 
	0.00

	2002
	 
	 
	 
	 
	 
	 
	 
	0
	 
	 
	 
	 
	 
	 
	 
	0.00

	TOTAL
	27
	9
	39
	11
	4
	1
	1
	92
	584.41
	362.40
	1141.91
	532.91
	251.39
	212.50
	688.24
	3773.75


� It should however be mentioned that EBRD policy for nuclear lending is restricted to projects linked to the closure of nuclear plants, which significantly reduces the scope for eligibility.





2

