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1978 CHAPTER 18

An Act to consolidate the Export Guarantees Act 1975,
(as amended by section 4 of the International Finance,
Trade and Aid Act 1977 and Schedule 1 to that Act),
and sections 1 and 2 of the Overseas Investment and
Export Guarantees Act 1972. [30th June 1978}

E IT ENACTED by the Queen’s most Excellent Majesty, by and
with the advice and consent of the Lords Spiritual and
‘Temporal, and Commons, in this present Parliament

assembled, and by the authority of the same, as follows:—

Guarantees

1.—(1) For the purpose of encouraging trade with other coun- Export
tries, the Secretary of State may, after consultation with the guarantees.
Export Guarantees Advisory Council and with the consent of
the Treasury, make arrangements for giving such guarantees
to, or for the benefit of, persons carrying on business in the
United Kingdom as are mentioned in subsection (2) below.

(2) The guarantees for which arrangements may be made under
subsection (1) above are guarantees in connection with the export,
manufacture, treatment or distribution of goods, the rendering
of services, or any other matter which appears to the Secretary
of State conducive to the purpose of encouraging trade with
other countries.

(3) A guarantee given under this section may be given on such
terms and conditions as to the consideration for the giving of the
guarantee and otherwise as may be determined in accordance
with the arrangements made for giving that guarantee.
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2.—(1) For the purpose of encouraging trade with other
countries or for the purpose of rendering economic assistance
to countries outside the United Kingdom, the Secretary of State
may, with the consent of the Treasury, make arrangements for
giving such guarantees to, or for the benefit of, persons carrying
on business in the United Kingdom as appear to him to be
expedient in the national interest ; and subsection (3) of section 1
above shall have effect in relation to a guarantee given under
this subsection as it has effect in relation to a guarantee given
under that section.

(2) For either of the purposes mentioned in subsection (1)
above, the Secretary of State may, with the consent of the
Treasury, make arrangements for facilitating, in cases in which
it appears to him expedient in the national interest so to do, the
payment of sums payable under contracts with persons carrying
on business in the United Kingdom.

3.—(1) The Secretary of State may, with the consent of the

Treasury, make—
(a) loans to any persons in connection with their provision
of financial facilities in respect of export contracts ;
(b) grants to any persons for the purpose of supplementing
any interest receivable or received by them as con-
sideration for their provision of such facilitics as
aforesaid ;
but no loans shall be made under this subsection to persons who
are neither resident nor carrying on business in the United
Kingdom.

(2) The Secretary of State may, with the consent of the
Treasury, make grants to any persons carrying on business or
other activities outside the United Kingdom in respect of interest
paid or payable by them under export contracts.

(3) Any loan or grant under this section shall be made on
such terms and conditions as the Secretary of State may
determine.

(4) This section is without prejudice to the powers conferred
by section 2(2) above.

4.—(1) The Secretary of State may, with the consent of the
Treasury, acquire any securities which he has guaranteed in the
exercise of his powers under this Act.

(2) Subsection (1) above is without prejudice to the acquisition
of any security by the Secretary of State as part of any arrange-
ments made under section 2(2) above or in pursuance of the
terms and conditions of any loan made under section 3(1) above.
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(3) The Secretary of State may with the consent of the
Treasury—

(@) hold any security acquired by him in pursuance of sub-
section (1) above or as mentioned in subsection (2)
above for such period as he thinks fit and collect any
sums falling due, whether by way of principal or
interest, in respect thereof ;

(b) dispose of any such security at such time and in such
manner as he thinks fit.

5.—(1) For the purpose of encouraging trade with other Payments to
countries, the Secretary of State may, with the consent of the exporters in
Treasury, make arrangements for making payments to persons reSF:eFt of
carrying on business in the United Kingdom who have entered cost Increases.
into export contracts, being payments related to such increases
in the cost of labour, materials or other matters as may be
specified by or under the arrangements.

(2) Arrangements under this section may contain such terms
and conditions as the Secretary of State thinks fit, including
provisions requiring payments to be made to the Secretary of
State as consideration for his entering into the arrangements.

(3) Subject to subsection (4) below, no arrangements shall
be made under this section after 26th March 1979.

(4) The Secretary of State may by order extend the period
during which arrangements may be made under this section by
not more than one year at a time.

6.—(1) Subject to subsection (3) below, the aggregate of-— Limit on
(@) the sterling liabilities at any time of the Secretary of SOmmutments.
State in respect of guarantees given under this Act;
(b) the amount of the principal moneys in sterling for the
time being due to the Secretary of State under any

arrangements made under section 2(2) above or out-
standing in respect of loans made under section 3(1)

above ;
(c) the sums paid in sterling for the acquisition—

) of securities acquired under section 4(1) above
and for the time being held by the Secretary of State,
or

(ii) of currency for acquiring such securities ; and

(d) the sterling liabilities at any time of the Secretary of
State in respect of arrangements made under section 5
above ;

shall not exceed £25,000 million.
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(2) Subject to subsection (4) below and to sections 7 and 8
below, the aggregate—
(a) of the foreign currency liabilities at any time of the
Secretary of State in respect of guarantees given under
this Act; and

(b) of the amount of the principal moneys in foreign
currencies for the time being due to the Secretary of
State under any arrangements made under section 2(2)
above or for the time being outstanding in respect of
loans made under section 3(1) above ;

shall not exceed 10,000 million special drawing rights.

(3) The Secretary of State may, on not more than three
occasions, by order made with the consent of the Treasury
increase or further increase the limit applicable under subsection
(1) above by a sum specified in the order, being a sum not
exceeding £5,000 million.

(4) The Secretary of State may, on not more than three
occasions, by order made with the consent of the Treasury
increase or further increase the limit applicable under subsection
(2) above by a sum specified in the order, being a sum not exceed-
ing 5,000 million special drawing rights.

7.—(1) This section applies—

(@) to guarantees given under this Act under which the Sec-
retary of State incurs foreign currency liabilities, other
than guarantees of an amount in special drawing rights ;
and

(b) to facilities arranged under section 2(2) above and loans
made under section 3(1) above, under which amounts of
principal moneys in foreign currencies, other than
amounts in special drawing rights, are due to the Sec-
retary of State or outstanding.

(2) In the case of a guarantee to which this section applies
the amount to be taken into account under section 6(2)(a) above
at any time shall be calculated by reference to the equivalent in
force at that time under subsection (4) below in special drawing
rights of the amount of the foreign currency liability of the
Secretary of State under the guarantee.

(3) In the case of a facility or loan to which this section applies
the amount to be taken into account under section 6(2)(b) above
at any time shall be calculated by reference to the equivalent in
force at that time under subsection (4) below in special drawing
rights of the amount in the foreign currency due to the Secretary
lof State by virtue of the facility or outstanding in respect of the
oan. '
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(4) The equivalent in special drawing rights of an amount of
a foreign currency liability or of an amount of principal moneys
due or outstanding in a foreign currency shall be determined by
the Secretary of State—

(a) on or by reference to the day on which—
(i) the guarantee is given ;
(i) money is paid by the Secretary of State in
fulfilment of the facility ; or
| (ii) money is paid by him in fulfilment of the
oan ;

as the case may be ; and

(b) by reference to the last day of each quarter at the end of
which—
(i) the guarantee remains in force ;
(i) any of the principal moneys paid in fulfilment
of the facility are due to the Secretary of State ; or
(iii) any of the principal moneys are outstanding
in respect of the loan;

as the case may be ;

and shall be so determined having regard to what appears to him
to be the appropriate rate of exchange.

(5) A determination made under subsection (4)(a) above shall
take effect as from the day on or by reference to which it is
made and (unless it ceases to be required at an earlier date) shall
remain in force until the end of the quarter in which the
guarantee is given or, as the case may be, the money is paid.

(6) In relation to any quarter, a determination made by refer-
ence to the last day of the quarter under subsection (4)(b) above
is referred to in this Act as a “ quarterly revaluation ” and shall
take effect as from the end of that quarter and (unless it ceases
to be required at an earlier date) shall remain in force throughout
the next succeeding quarter.

8.—(1) The aggregate of the liabilities and amounts referred to Circumstances
in subsection (2) of section 6 above may exceed the limit for the in which
time being in force under that subsection if the excess is attribut- ggruntn?ittlments
able and attributable only to a quarterly revaluation of any of \;der section
those liabilities and amounts which took effect as from the end 6(2) may be

of a previous quarter. i exceeded,

() If the conditions specified in subsection (3) below are
satisfied, the Secretary of State may at any time so exercise any
of his powers under section 1, 2 or 3(1)(@ above in favour of a
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person that, as a result of the exercise of that power, the aggre-
gate of the liabilities and amounts referred to in subsection (2)
of section 6 above—

(@ exceeds the limit in force at that time under that sub-
section ; or

(b) in a case where that limit has already been exceeded
as permitted by subsection (1) above or by virtue of
the prior application of this subsection, further exceeds
that limit.

(3) The conditions referred to in subsection (2) above are:—

(@) that the Secretary of State has previously undertaken
to exercise that power in favour of that person ; and

(b) that, if the Secretary of State had exercised that power at
the time of his undertaking, the aggregate of those
liabilities and amounts would not have exceeded the
limit in force under section 6(2) above at that time.

Returns. 9.—(1) The Secretary of State shall publish after the end of
each quarter returns giving, for that quarter, the information
required by this section.

(2) Returns under this section for any quarter shall show
separately—

(@) the aggregate amount of the guarantees given in that
quarter under section 1 above under which the Secre-
tary of State incurred sterling liabilities ;

(b) the aggregate amount of the guarantees given in that
quarter under section 1 above under which the Secre-
tary of State incurred foreign currency liabilities ;

(c) the aggregate amount of the guarantees given in that
quarter under section 2(1) above under which the Sec-
retary of State incurred sterling liabilities ;

(d) the aggregate amount of the guarantees given in that
quarter under section 2(1) above under which the Sec-
retary of State incurred foreign currency liabilities ;
and

(e) the aggregate amount of the sterling liabilities of the
Secretary of State incurred by him in that quarter in
respect of arrangements made under section 5 above.

(3) An amount required to be shown in a return under this
section by virtue of paragraph (b) or paragraph (d) of subsection
(2) above shall be expressed in special drawing rights.

(4) Returns under this section shall also show the aggregate
amount which is to be taken into account under subsection (1)
and under subsection (2) of section 6 above and the amount
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which is to be taken into account under each paragraph of those
subsections, further separating, in the case of paragraph (a),
those guarantees given under section 1 and those given under
section 2(1) and, in the case of paragraph (b), arrangements
under section 2(2) and loans under section 3(1) above.

(5) References in subsection (4) above to amounts to be taken
into account under subsection (1) or (2) of section 6 above are
references to the amounts to be taken into account at the end
of the quarter to which the return im question relates having
regard, in the case of subsection (2), to any quarterly revaluations
taking effect as from the end of that quarter.

19. Where a company is controlled by any person, then— Controlled

(@) for the purposes of the provisions of this Act relating “°Pames:
to guarantees—

() any contract entered into by the Secretary of
State with that person shall, in so far as it provides
for the Secretary of State to make payments to that
person in respect of any loss of that company or in
respect of any deficit on an account relating both to
activities of that company and to activities of that
person, be deemed a contract to indemnify that
person against loss and a guarantee within the mean-
ing of this Act;

(i) any guarantee given by the Secretary of State
to or for the benefit of that company shall be
deemed to be given for the benefit also of that
person ; and

(b) for the purposes of section 2(2) above, any arrange-
ments made by the Secretary of State for facilitating
the payment of sums payable under a contract with
that company shall be deemed to be arrangements for
facilitating the payment of sums payable under a
contract with that person.

Overseas Investment

11.—(1) The Secretary of State may with the consent of the Arrangements
Treasury make such arrangements as are provided for by this for meeting
section for the purpose of insuring investment overseas against o ercial
the risk of war, expropriation, restrictions on remittances and riggs.
such other risks as appear to the Secretary of State not to be
commercial risks.

(2) The Secretary of State may under the arrangements enter
into agreements with persons carrying on business in the United
Kingdom or with companies controiled by such persons, under
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which the Secretary of State undertakes to indemnify the other
party to the agreement against any loss of a description specified
in the agreement which arises in connection with an investment

-of resources by that party, or by a company controlled by that

party, in an enterprise carried on wholly or partly in a country
other than the United Kingdom.

(3) Any such arrangements may include provision for an
agreement in pursuance of the arrangements to contain such
terms as the Secretary of State considers appropriate in the
circumstances of the case.

(4) The aggregate of the liabilities at any time of the Secre-
tary of State under this section shall not exceed the limit speci-
fied in subsection (5) below. :

(5) The said limit shall be £250 million, but the Secretary of
State may, on not more than two occasions, by order made with
the consent of the Treasury, increase or further increase that
limit by a sum specified in the order, being a sum not exceeding
£250 million.

(6) The Secretary of State shall publish quarterly a return
showing the aggregate amount of the liabilities assumed by him

under this section since the date of the last previous return under

this subsection.

(7) As soon as may be after 31st March in each year the
Secretary of State shall prepare a report on the discharge of
his functions under this section and shall lay the report before
Parliament.

Supplementary

12.—(1) All the powers and duties of the Secretary of State
under this Act, except the power to make orders under sections
5(), 6(3), 6(4) and 11(5) above, shall be exercised and performed
through the Export Credits Guarantee Department, which shall
continue to be a Department of the Secretary of State.

(2) The functions of the Export Guarantees Advisory Council
shall continue to be exercisable by that Council, and the Secre-
tary of State shall continue the Council accordingly.

13. Any order under this Act shall be contained in a statutory
instrument, and no such order shall be made unless a draft of
it has been laid before and approved by a resolution of the
House of Commons.
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14.—(1) Subject to subsection (2) below—— Expenses and
(a) all expenses incurred by the Secretary of State under receipts.
this Act shall be defrayed out of money provided by
Parliament ;
(b) all sums received by the Secretary of State by virtue of
this Act shall be paid into the Consolidated Fund.

) If—
(@) any amount required for fulfilling any guarantee given
under this Act, or ‘
()] any sum required by the Secretary of State for fulfilling
his liabilities under an agreement under section 11
~ above, ,
is not paid out of money provided by Parliament, it shall be
charged on and paid out of the Consolidated Fund.

15.—(1) In this Act— ' Interpretation.

“ business ” includes a profession ;

“ export contracts ” means contracts in respect of which
guarantees have been or can be given under section 1
cor 2 (1) above ; | ‘ ‘ ‘

“ foreign currency ”’ means any currency other than sterling,
including special drawing rights ;

“foreign currency liabilities ” means liabilities which are
measured in a foreign currency, whether or not they are
to be discharged in a foreign currency ;

“ guarantee ” includes any contract to indemnify, whether
wholly or in part, against loss of any description and
shall be construed in accordance with section 10(a)@)
above ;

“ quarter ” means a quarter ending with 31st March, 30th
June, 30th September or 31st December in any year ;

“ quarterly revaluation ” has the meaning assigned to it by
section 7(6) above ;

“ securities ” includes bonds, stock, shares, bills and promis-
sory notes ;

“sterling liabilities ” means liabilities which are measured
in sterling, whether or not they are to be discharged in
sterling ;

“trade with other countries” includes any transaction
involving a consideration in money or money’s worth
accruing from a person carrying on business or other
activities outside the United Kingdom to a person
carrying on business in the United Kingdom.

(2) For the purposes of the definitions of *foreign currency
liabilities ” and * sterling liabilities ” in subsection (1) above,
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in cases where liabilities are measured in sterling but are expressed
to be subject to a limit in a foreign currency, the liabilities are
to be taken to be measured in foreign currency, and in cases
where liabilities are measured in foreign currency but are
expressed to be subject to a limit in sterling, the liabilities are to

- be taken to be measured in sterling.

(3) References in this Act to amounts of principal moneys in
sterling or in foreign currencies are to be taken as references to
amounts which are measured, whether or not they are payable,
in sterling or in foreign currencies, as the case may be.

(4) References in this Act to a company controlled by a person
are references to a company so controlled directly or indirectly,
and include cases where the person having control is also a
company.

(5) Except in section 3(1) above, any reference in this Act to
the United Kingdom includes a reference to the Isle of Man
and the Channel Islands.

(6) In section 3 above references to the provision of financial
facilities include references to the provision of such facilities
before the date of the passing of this Act; and grants may be
g;ad(zl under that section in respect of interest for periods before

at date.

(7) Except where the context otherwise requires, any refer-
ence in this Act to any provision of this Act shall be construed
as including a reference to any corresponding enactment previ-
ously in force ; and references to anything done by the Secretary
of State shall accordingly be construed as including references
g; %nyhhing done under a corresponding enactment by the Board

rade.

16—(1) This Act may be cited as the Export Guarantees and
Overseas Investment Act 1978.

(2) The enactments specified in the Schedule to this Act are
hereby repealed to the extent specified in the third column of
that Schedule.

(3) The Export Guarantees (Extension of Period) (No. 2) Order
1978 is hereby revoked.

(4) This Act shall come into force at the expiration of the

period of one month beginning with the day on which it is
passed. ’

(5) It is hereby declared that this Act extends to Northern
Ireland.



Export Guarantees and Overseas Investment c. 18
Act 1978

b

SCHEDULE

ENACTMENTS REPEALED

Chapter Short Title Extent of Repeal
1972 c. 40, Overseas Investment and | Sections 1 and 2.
Export Guarantees Act
1972.
1975 ¢, 38. E}lcgort Guarantees Act { The whole Act.
75.
1977 ¢. 6. International Finance, | Section 4.
Trade and Aid Act 1977. | Schedule 1.
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