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Minister’s Foreword
I am pleased to introduce ECGD’s Annual Report and
Accounts for 2010-11, which have now been laid before
Parliament.
This has been another very busy year for ECGD, as British
exporters pursuing opportunities in overseas markets have
sought to make greater use of its support given continuing
constraints on capacity in international financial markets.
Since becoming ECGD’s Minister in January this year,
I have been impressed with the hard work and enthusiasm of everyone at
ECGD as it has supported a material increase in exports compared to the
previous year. In addition to its support for exports of civil aircraft to the
benefit of the UK’s aerospace industry, there was a marked rise in the level
of civil exports supported. This included support for a number of SMEs as
well as larger exporters.
The Government’s Trade and Investment for Growth White Paper in February
and the Plan for Growth published with the Budget in March announced a
widening of ECGD’s role. ECGD can now support a broader range of exports,
beyond its traditional business domain of capital and semi-capital goods and
services, and, allied to this, it has introduced new products targeted towards
those SMEs who have difficulty in obtaining support for export orders from
private insurers and banks. These changes mean ECGD now has a set of
products that is broadly comparable to that of other leading international
export credit agencies.
I am very pleased that the new products have been made available in line
with the timetable set out in Trade and Investment for Growth. A key task now
is to ensure that exporters across the UK are aware of ECGD’s new services.
ECGD has already undertaken a series of visits across the country to meet
exporters to raise their level of knowledge about the new products. I am
keen that this should continue. ECGD will work closely with UK Trade and
Investment (UKTI) so that the full set of Government support programmes for
exporters can be communicated jointly.
ECGD plays an important role in supporting British exporters. I am confident
it will continue to meet new challenges with the same energy and enthusiasm
it has shown in the past year. I would like to thank everyone at ECGD for their
hard work supporting British exporters.

Lord Green of Hurstpierpoint
Minister of State for Trade and Investment
4
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Chief Executive’s Foreword
This year saw a 33 per cent increase in the volume
of business underwritten by ECGD on behalf of British
exporters as compared to the previous year. In 2010-11
ECGD issued 192 guarantees and insurance policies,
involving 20 exporters. In total it supported £2.92
billion of new business, up from £2.21 billion last year.
Premium income also rose to £96 million from £58 million
in 2009-10.
Following a quiet year for civil project business in 2009-10, volumes of such
business showed a return to more typical levels in 2010-11, with a wide
range of civil exports supported. These included such contracts as a multimillion pound export contract won by Rolls-Royce Power Engineering for
the supply and installation of natural gas pumping units in Russia and an
export transaction involving the supply of control panels by TES Life Cycle
Engineering for a water treatment facility based in Baghdad. For the first time
in many years ECGD supported finance raised in the international capital
markets; this was for the sale of Airbus aircraft to AerCap.
The most significant development was the launch of the new products
announced in the Government’s Trade and Investment for Growth White
Paper. Their purpose is to help exporters who cannot find all the support
they need from private markets. ECGD will now support a broader range of
export types, which it has not done since the privatisation of its short term
trade credit insurance operations in 1991. The products are being delivered
on a pilot basis, so that we can take stock of whether they are meeting
appropriately the needs of the exporting community and are financially viable.
Meanwhile ECGD is undertaking a comprehensive marketing programme to
inform exporters about its new products.
ECGD continued to pursue its objective of creating a more level international
playing field for the support provided by international export credit agencies.
This was reflected in an agreement within the OECD on revised terms for
support for civil aircraft that will apply from 2013.
On 1 September 2011 a revised OECD pricing regime for finance for civil
projects will be introduced. This will bring in disciplines to all OECD export
credit agencies on pricing private obligor business, using risk-reflective
criteria in line with longstanding ECGD policy objectives.
As a government department, ECGD is subject to parliamentary scrutiny
and in March I gave evidence to the House of Commons Business Select
Committee’s inquiry Rebalancing the Economy: Trade and Investment.
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ECGD has continued to develop stronger working links with UKTI so that the
two organisations can work together to help deliver the Government’s trade
strategy. I now attend UKTI’s management board and a UKTI representative
sits on ECGD’s management board. We are examining the possibility of
co-locating with UKTI in the Department for Business, Innovation and Skills
headquarters in Westminster.
During the course of the year we were pleased to be visited by Lord Green,
following his appointment as Minister of State for Trade and Investment, by
the Duke of York, in his role as UK trade envoy, and by Sir Gus O’Donnell,
the Cabinet Secretary, who all met staff in order to learn more about our role
in supporting exporters.
The increase in the level of ECGD’s traditional business, combined with the
development and launch of the new products, has meant that staff have been
working to full capacity over the past year. Arrangements have been made
to bolster staff resources if demand continues to grow, especially to support
delivery of the new products. I am grateful to ECGD’s staff, the Management
Board chaired by Guy Beringer and the Export Guarantees Advisory
Council chaired by Andrew Wiseman for their respective commitment and
contributions to the work of ECGD over the past year.

Patrick Crawford
ECGD Chief Executive
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Mission and Principles
Who ECGD is
The Export Credits Guarantee Department is the export credit agency of the
United Kingdom and is a Government Department that operates under an Act
of Parliament.
What ECGD does
ECGD complements the private market by providing assistance to exporters
and investors, principally in the form of insurance and guarantees to banks.
How ECGD operates
ECGD is governed by its statute pursuant to which certain financial objectives
are set by HM Treasury. It is ECGD’s policy to comply with all International
Agreements which apply to the operations of Export Credit Agencies.
The principles ECGD applies
On individual cases, ECGD aims to:
●●

●●

●●

provide a quality of service that is proactive, flexible and efficient, with a
focus on solution and innovation;
take account of factors beyond the purely financial and of relevant
government policies in respect of environmental, social and human rights
impacts; debt sustainability; and bribery and corruption; and
publish, for the benefit of applicants, guidance on processes and factors
taken into account by it in considering applications.

Generally, ECGD aims to:
●●

●●

●●

●●

●●

disseminate information about its products and services;
achieve fairer competition by seeking to establish a level playing field
internationally, through obtaining multilateral improvements in export credit
policies and practices;
recover the maximum amount of debt in respect of claims paid, taking
account of the Government’s policy on debt forgiveness;
abide by such codes of practice and guidelines on consultation as may be
published by the Government from time to time; and
employ good management practice to recruit, develop and retain the
people needed to achieve ECGD’s business goals and objectives.
7
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Financial Overview
Figure 1: Financial overview – five year summary
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Guarantees and Insurance Policies Issued
Figure 2: List of guarantees and insurance policies issued or renewed
Market/
Exporter/
Investor

ECGD Max
Liability, £s
or equivalent

Buyer/Airline/
Operating Lessor

Project/Goods
and Services

Case
Impact1

Etihad

Airbus aircraft

-

81,675,485

Qantas Airways Ltd

Airbus aircraft

-

151,520,165

Niki Luftfahrt GmbH

Airbus aircraft

-

9,250,888

Gulf Air Company
GSC

Airbus aircraft

-

6,380,512

Aircastle Ltd

Airbus aircraft

-

81,161,229

Airbus S.A.S.

Tam Lineas Aereas
S.A.

Airbus aircraft

-

82,016,655

See note 2

Companhia Brasiliera Medical supplies
de Esterilizacoa S.A.

-

1,280,069

See note 2

Embrarad

Medical supplies

-

1,199,689

LAN Airlines S.A.

Airbus aircraft

-

128,255,675

Airbus S.A.S.

Air China Ltd

Airbus aircraft

-

41,033,672

Airbus S.A.S.

China Eastern
Airlines

Airbus aircraft

-

12,235,410

Airbus S.A.S.

China Southern
Airlines

Airbus aircraft

-

92,196,996

Voith Paper Ltd

Hangzou Huajin
Special Paper
Company Ltd

Machinery for
paper production

Low5

172,208

Voith Paper Ltd

Fuyang Weishida
Paper Company Ltd

Machinery for
paper production

Low5

41,526

Emirates

Airbus aircraft

-

213,123,265

Two residential
towers

Medium

157,886,959

Abu Dhabi
Airbus S.A.S.
Australia
Airbus S.A.S.
Austria
Airbus S.A.S.
Bahrain
Airbus S.A.S.
Bermuda
Airbus S.A.S.
Brazil

Chile
Airbus S.A.S.
China

Dubai
Airbus S.A.S.

Carillion
Emaar Properties
Construction Ltd
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Figure 2: List of guarantees and insurance policies issued or renewed
Market/
Exporter/
Investor

ECGD Max
Liability, £s
or equivalent

Buyer/Airline/
Operating Lessor

Project/Goods
and Services

Case
Impact1

Egyptair Holding
Company

Airbus aircraft

-

Carillion
Al-Futtaim Real
Construction Ltd Estate Dev SAE

Construction of
infrastructure and
apartment blocks

Medium

172,599,977

Mivan Ltd

Al-Futtaim Real
Estate Dev SAE

Construction
of office and
apartment blocks
and retail units

Medium

112,168,282

Rolls-Royce
PLC

Egyptair Holding
Company

Aero-engine

-

6,308,848

Finnair Oyj

Airbus aircraft

-

15,114,692

Fast loop moulding
plant

Low5

Organizing
Committee
Commonwealth
Games 2010 Delhi

Overlay for two
facilities to be used
as competition and
training facilities

Medium

Al Barih for General
Contracting
Company

Control panels for
water treatment
facility

-

453,219

Airbus S.A.S.

RBS Aerospace Ltd

Airbus aircraft

-

16,047,317

Airbus S.A.S.

Aer Lingus

Airbus aircraft

-

25,171,709

Airbus S.A.S.

Awas Aviation
Capital Ltd

Airbus aircraft

-

8,525,173

Airbus S.A.S.

CIT Aerospace
International

Airbus aircraft

-

71,403,554

32,655,806

Egypt
Airbus S.A.S.

40,256,364

Finland
Airbus S.A.S.
France
Omega Foundry Manoir Industries
Machinery Ltd

561,482

India
ES Group Ltd

14,495,649

Iraq
TES Life Cycle
Eng’g Ltd
Ireland

Korea, Republic of
Airbus S.A.S.

Korean Airlines
Company Ltd

Airbus aircraft

-

Voith Paper Ltd

Hankuk Paper Mfg
Company Ltd

Machinery for
paper production

Low5
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Figure 2: List of guarantees and insurance policies issued or renewed
Market/
Exporter/
Investor

ECGD Max
Liability, £s
or equivalent

Buyer/Airline/
Operating Lessor

Project/Goods
and Services

Case
Impact1

ALAFCO Aviation
Lease and Finance
Company (KSCC)

Airbus aircraft

-

55,821,723

SES S.A.

Satellites

Low

87,432,847

Airbus S.A.S.

AirAsia Berhad

Airbus aircraft

-

83,716,915

Airbus S.A.S.

AirAsia X

Airbus aircraft

-

41,356,542

AerCap Holdings
N.V.

Airbus aircraft

-

104,887,045

WTS Broadcasts Ltd

Outside broadcast
trucks

-

5,225,000

Oman Air

Airbus aircraft

-

29,073,543

ABN Amro Bank N/A

Loan to Coke
Power Project3

-

27,413,778

Airbus S.A.S.

Airbus aircraft

-

20,656,542

Airbus aircraft

-

12,649,755

Steam compressor
station

High

330,255,780

Saudi Kayan
Petrochemical
Company

Kayan
petrochemical
complex

High

62,434,280

Air Arabia

Airbus aircraft

-

20,142,633

Airbus S.A.S.

BOC Aviation Pte Ltd

Airbus aircraft

-

55,661,415

Airbus S.A.S.

Tiger Airways

Airbus aircraft

-

51,079,760

Kuwait
Airbus S.A.S.

Luxembourg
Astrium Ltd
Malaysia

Netherlands
Airbus S.A.S.
Nigeria
Well Trade
Services Ltd
Oman
Airbus S.A.S.
Philippines

Cebu Air Inc

Russian Federation
Airbus S.A.S.

Aeroflot Russian
Airlines JSC

Rolls-Royce
Gazprom
Power Eng’g Ltd
Saudi Arabia
Fluor Ltd and
other UK
exporters
Sharjah
Airbus S.A.S.
Singapore
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Figure 2: List of guarantees and insurance policies issued or renewed
Buyer/Airline/
Operating Lessor

Project/Goods
and Services

Case
Impact1

ECGD Max
Liability, £s
or equivalent

PPC Energy

Gas turbine

Medium

15,285,959

BNP Paribas

N/A

Loan to Mozal
Aluminium Smelter3

-

6,567,953

Deutsche Bank
AG

N/A

Loan to Mozal
Aluminium Smelter3

-

7,820,247

Tunisair

Airbus aircraft

-

6,359,563

Airbus S.A.S.

Turkish Airlines Inc

Airbus aircraft

-

181,043,742

Securon
(Amersham) Ltd

BMC Sanayi ve
Ticaret A.S.

Military harnesses

-

85,000

Airbus multi-role
tanker transport

-

113,399,620

Airbus aircraft

-

28,451,510

Market/
Exporter/
Investor
Slovakia
Rolls-Royce
Power Eng’g
Ltd
South Africa

Tunisia
Airbus S.A.S.
Turkey

United Arab Emirates
Airbus Military
S.L.

UAE Armed Forces

United States of America
Airbus S.A.S.

International Lease
Finance Corporation
Sub-Total
Other business
not listed4
Grand Total

2,922,184,618
1,415,000
2,923,599,618

1 The level of environmental and/or social impacts that could potentially occur without the intervention of the
impact mitigation systems.
2 Details not disclosed (e.g. for reasons of commercial confidentiality).
3 Overseas Investment Insurance policy renewals. The policies were issued prior to the introduction of the
previous Case Impact Analysis Process.
4 Relates to guarantees to issuing banks under the Letter of Credit Guarantee Scheme.
5 Screened under ECGD Case Impact Analysis Process.
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Figure 3: ECGD supported business (£m) – five year summary
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[ (horizontal bar chart)]

During 2010-11 ECGD supported exports and investments through the issue
or renewal of guarantees and insurance policies with an aggregate value of
£2.92 billion. This represented a 33 per cent increase on the level of business
supported in 2009-10. Buyer Credit and Supplier Credit financing accounted
for £2.86 billion of support, Supplier Credit Insurance for £21 million, and
Overseas Investment Insurance (OII) business for £42 million.
The business supported related to 32 countries, compared with 30 in the
previous year, and the total number of guarantees and insurance policies
issued decreased from 198 to 192 (including eight OII renewals, compared
to nine last year).
Net premium income was £96 million, up by 66 per cent from 2009-10.
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Figure 4: Premium earned (£m) – five year summary
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Aerospace Business
ECGD continued to support the export of Airbus commercial aircraft in 201011 along with the French and German export credit agencies (ECAs), each
in proportion to their respective workshares. Of the total aircraft delivered by
Airbus the proportion supported by the ECAs was 34 per cent; before the
onset of the economic downturn the proportion was around 17 per cent. The
continuing high level of support by the ECAs reflected the lack of sufficient
capacity in commercial bank markets.
Over the period ECGD issued insurance policies and financial guarantees
for aerospace business to the value of £1.8 billion, generating premium of
£54.2 million. The support provided in 2010-11 represented 158 aircraft
compared to 166 in 2009-10. The aircraft were delivered to 32 airlines and
operating lessors in Abu Dhabi, Australia, Austria, Bahrain, Bermuda, Brazil,
Chile, China, Dubai, Egypt, Finland, Ireland, South Korea, Kuwait, Malaysia,
Netherlands, Oman, Philippines, Russian Federation, Singapore, Tunisia,
Turkey, Sharjah, United States. For over 50 per cent of the aircraft ECGD also
provided additional support to take account of the supply of engines fitted to
the aircraft from Rolls-Royce or its subsidiary company IAE. Support was also
provided for the direct sale of a Rolls-Royce spare engine to Egyptair.
The high level of demand for ECGD support is expected to continue. There
remains uncertainty around the sufficiency of commercial bank financing
appetite as the banks continue to rebuild their balance sheets and take
account of new capital requirements including the prospective introduction
of the Basel III regulations. Moreover support for new aircraft types is not
14
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easily obtained from the commercial banking market; this puts further weight
on the availability of support from the ECAs.
Last year, in response to conditions in financial markets restricting the supply
of long term bank loans, ECGD agreed to apply its guarantee in support
of transactions funded from the international capital markets in relation to
the supply of aircraft to AerCap. This established a potential new funding
mechanism for UK export credits. In the Government’s Plan for Growth
published in March 2011 it was announced that ECGD’s guarantees could
continue to be used to raise long-term finance for UK exports in the capital
markets. This source of financing is particularly suitable for aircraft and ECGD
expects to see more activity in the future in line with the appetite of investors
in the capital markets for export credit transactions.
During 2010 a new OECD Aircraft Sector Understanding (ASU), which
regulates the basis upon which ECAs support finance for commercial aircraft,
was negotiated. This supersedes the 2007 agreement. The key objectives
of the new ASU are to create a unified system of terms for all commercial
aircraft types, in anticipation of new aircraft types, including Bombardier’s
CSeries and the Mitsubishi Regional Jet, and to make the premium pricing
mechanism better reflect the cost of support from the private market. The
new ASU retains a risk-based price floor but will now also include a marketreflective price mechanism, which will, in current market conditions, increase
the level of premium ECAs will charge for export contracts signed after
31 December 2010. There is also a greater differentiation between credit
risk categories.
ECGD will continue to utilise a reinsurance approach on Airbus business in
partnership with the French and German ECAs, whereby one of the three
ECAs leads (fronts) a transaction while the other two provide support to it.
This approach has assisted the ECAs to address the higher levels of demand
and provides Airbus customers with a single portal through which they can
engage ECA support. ECGD also provides reinsurance to the US ECA, Ex-Im
Bank, when Rolls-Royce engines are sold for Boeing or Hawker Beechcraft
sales. Discussions are taking place between ECGD and the Canadian ECA,
Export Development Canada, on setting up a joint mechanism to support
the sale of Bombardier’s CSeries aircraft, which involves supply from
Northern Ireland.
Non-Aerospace Business
2010-11 saw a marked increase in ECGD’s non-aerospace business over
the volume supported in the previous year. Over the period, ECGD issued
insurance policies and financial guarantees for such business to the value of
£1.1 billion, generating premium of £41.4 million. These figures represent an

15
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increase from the comparable figures for 2009-10 of £220 million and £4.6
million respectively.
Figure 5: Value of business supported by sector (%) 2010-11

4%
Airbus
Other aerospace
Non-aerospace

34%

Defence

61%

1%

Figure 6: Value of business supported by sector (%) – five year summary
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Other aerospace
Non-aerospace
Defence
Total

2010 – 11

2009 – 10

2008 – 09

2007 – 08

2006 – 07

61

89

72

29

27

1

1

1

1

2

34

9

26

13

29

4

1

1

57

42

100

100

100

100

100

The range of markets, export types and business sectors also widened.
More SMEs, who had not previously used ECGD, received support, reflecting
conditions in the private credit insurance markets. Sectors included
construction, oil and gas, power, healthcare, water treatment, petrochemicals,
industrial processing, satellites and automotives (vehicles and vehicle
equipment). This broader range is consistent with the rise in global demand
for official export credit support. Following the recent economic downturn
many more corporate borrowers in non-OECD and OECD markets have
turned to ECAs as a source of support to offset the gaps created by the
reduced availability of unsupported lending from the commercial banks and
capital markets.

16
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Transactions supported included:
●●

●●

●●

●●

●●

●●

●●

A US$367 million loan provided to JSC Gazprom to finance an export
contract won by Rolls-Royce Power Engineering for the supply and
installation of natural gas pumping units for the completion of a new
compressor station near Vyborg, Northwestern Russia. The financing
arrangements involved close co-operation with the Italian ECA, SACE,
which is supporting complementary finance in respect of Italian equipment
supplies for the same compressor station.
Lending totalling US$104 million in respect of Tranche 2 of the US$500
million project financing line of credit established by ECGD in 2008 to
finance the Saudi Kayan petrochemical project.
Two loans, with a combined value of US$318 million, to finance work to be
undertaken by UK contractors in the development of the new Cairo Festival
City, being developed by Al Futtaim, a private company based in the UAE,
which will eventually house 13,000 residents and provide office space
for 50,000 workers. One loan facility, for US$201 million, was provided
to finance a contract for Carillion, which will be responsible for city-wide
infrastructure, including roads, a cooling plant, water and irrigation supply
and gas distribution. The second loan, for US$117 million, was to finance
a contract awarded to Mivan to construct office and apartment blocks
together with retail units and associated infrastructure works.
A US$184 million loan provided to Emaar Properties of Dubai to help
finance a US$196 million contract awarded to Carillion to build two
residential towers (of 45 and 46 storeys) and a three-storey retail podium
adjacent to the Burj Khalifa Tower, the world’s tallest building, in Dubai (part
of the Burj Dubai development).
Reinsurance to the French ECA, Coface, with a total value of €91 million in
support of the UK workshare for four geostationary satellites to be supplied
to SES Luxembourg by Astrium.
A US$13 million loan to finance the sale by Rolls-Royce Power Engineering
of a US$18 million Trent gas turbine package to PPC Energy in Slovakia.
This will permit the completion of a back-up power generation facility at a
Bratislava power station to provide additional energy for the country’s grid
during peak hours of demand.
Credit insurance of £5.3 million to Well Trade Services (an SME customer
new to ECGD) for the provision of six outside broadcast (OB) trucks and
a “flyaway” system, to WTS Broadcasts (WTS) Nigeria under a supply
contract with an overall value of £19 million. The Flyaway system allows
communication via a communications satellite between the outside
broadcast trucks and the main broadcast centre.

17
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●●

●●

●●

Credit insurance support to TES Life Cycle Engineering in respect of a
£433,000 contract with Al Barih for General Contracting Company for the
supply of two control panels for a water treatment facility based in Baghdad,
Iraq.
Three bond insurance policies with a combined maximum liability of
£380,000 issued to Voith Paper Ltd, a Manchester-based SME, in respect
of existing contracts to supply paper making equipment to various buyers
in China and Korea.
A €630,000 contract supported through Sovereign Star, a company which
specialises in the provision of export finance for SMEs with the backing
of ECGD, for the supply by Omega Foundry Machinery Ltd of foundry
equipment to France to produce ‘wearing parts’ for industrial use.

Defence Business
A major transaction involved the supply of military tanker aircraft to the UAE
by Airbus; ECGD provided support by way of reinsurance for the UK work
share to the Spanish ECA, CESCE.
Credit insurance for a £310,000 contract was provided to Securon
(Amersham) Ltd, an SME manufacturer of seat belts and harnesses, in
respect of a contract with a private sector military vehicle manufacturer
in Turkey.
Figure 7: Business supported by region (%) 2010-11

Middle East and Africa
Americas

30%
38%

Asia
Europe

21%
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Overseas Investment Insurance
Under its Overseas Investment Insurance scheme, ECGD provides political
risk insurance in respect of UK investments. No new policies were issued
during the year. At 31 March 2011 ECGD’s maximum liability in respect of
OII totals £42 million, a reduction from £73 million at 31 March 2010.
ECGD’s Product Range
The Trade and Investment for Growth White Paper, published in February
2011, announced that ECGD would be launching three new products to
meet gaps in the provision of support to exporters, especially SMEs, from
private sector providers. The Government also decided that ECGD should
broaden its business domain, previously confined to supporting capital and
semi-capital goods exports, in order to support a wider range of export
types. The new products were an Export Working Capital Scheme, a Contract
Bond Support Scheme and a Foreign Exchange Credit Support Scheme. In
addition, ECGD has issued a simplified Export Insurance Policy (EXIP). These
schemes, detailed below, have since been launched.
The Government’s Plan for Growth published in March 2011 announced that
ECGD’s Letter of Credit Guarantee Scheme, introduced initially in 2009 as a
temporary response to the economic downturn, would be made permanent.
It also announced that ECGD’s guarantees could continue to be used to raise
long-term finance for UK exports in capital markets, another initiative initially
introduced on a temporary basis.
Export Insurance Policy
In March 2011 ECGD’s Export Insurance Policy was re-launched following
a revision and simplification of the wording of the policy. ECGD has
also agreed that qualified credit insurance brokers can introduce export
transactions to ECGD seeking cover under this policy. Given SMEs’ limited
awareness of ECGD, it is expected that brokers will help to facilitate
knowledge of the product, especially to SMEs who are unable to obtain
support from the private market. They will be paid brokerage at a lower rate
than that normally paid by private sector insurers, in order to incentivise
the seeking of insurance from the private market in the first instance before
applying to ECGD for cover. Further, ECGD will require evidence that the
private market has declined to provide cover before it considers support,
in order to avoid distorting market provision.
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Contract Bond Support Scheme
In March 2011 ECGD launched a scheme to assist UK exporters by increasing
the capacity of banks to offer contract bond facilities. Under the scheme
ECGD will typically provide a guarantee to the issuing bank in respect of 50
per cent of the risk associated with the bond; for advance payment and other
cash-related bonds, ECGD may guarantee up to 80 per cent.
To date, four banks (Barclays Bank, HSBC Bank, The Royal Bank of Scotland
and Santander UK) have joined the Contract Bond Support Scheme.
Export Working Capital Scheme
This scheme, launched at the end of April 2011, gives exporters access to
working capital finance in order to help them fulfil particular export orders.
The support is provided through banks on a risk-sharing basis, with ECGD
typically guaranteeing 50 per cent of the working capital facility.
Letter of Credit Guarantee Scheme
The Letter of Credit Guarantee Scheme assists UK exporters in securing the
confirmation by a UK bank of letters of credit issued by an overseas bank.
Under the scheme ECGD may share up to 90 per cent of the risk on an
eligible letter of credit with the confirming bank.
The scheme was launched in October 2009 in response to the economic
downturn. While originally scheduled to expire on 31 March 2011, the scheme
has now been made a permanent addition to ECGD’s product range.
Seven banks (Barclays Bank, HSBC Bank, Lloyds TSB Bank, The Royal Bank
of Scotland, Santander UK, Standard Chartered Bank and Bank of London
& the Middle East) are participating in the scheme, which covers over 300
overseas banks in 38 export markets.
Market Engagement
During 2010-11 ECGD sought to raise awareness among key market players
overseas of the benefits to their business of ECGD support and to identify
specific opportunities where ECGD support might help UK exporters win
business. As part of this activity ECGD undertook visits to Abu Dhabi, Algeria,
Brazil, Dubai, India, Indonesia, Oman, Qatar, Saudi Arabia, and Vietnam to meet
buyers, their advisers, local banks and other government departments/agencies.
ECGD continued to engage with exporters and trade associations across
the UK, through direct contact and through participation in relevant industry
seminars, to raise awareness of ECGD’s range of support services. This has
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included contact with representatives from various renewable energy trade
associations to understand developments in this expanding sector, which is
still nascent in its demand for ECGD support. ECGD remains in contact with
those companies identified as most likely to need ECGD’s services as they
develop their businesses abroad in coming years.
ECGD, alongside UKTI and HM Treasury, also held a number of meetings
with trade associations and Chambers of Commerce from various parts of
the UK aimed specifically at understanding the needs of SME exporters
and establishing whether these were being met by the commercial credit
insurance and banking markets. These meetings helped to inform the
Government’s decision, announced in the Trade and Investment for Growth
White Paper, that ECGD should deepen its engagement with this sector by
broadening its business domain beyond capital and semi-capital goods and
services and by introducing new products to meet areas of identified need.
More recently, ECGD has started an intensive programme of exporter visits,
road shows (with UKTI) and events all around the UK to continue to raise
awareness of its services and of its new products.
Funding against ECGD Guarantees
During 2010-11 funding availability for ECGD-guaranteed loans continued
to improve, which was reflected in lower funding costs, especially for civil
aerospace cases. However there is still some uncertainty about the availability
of long-term funding. In particular banks have expressed concerns about the
potential impact of new capital and liquidity regulations on the medium and
long-term availability of export finance.
ECGD has facilitated the funding of new loans in the capital markets by
offering to support the issue of notes backed by ECGD-guaranteed loans.
Fixed Rate Export Finance Scheme
ECGD’s Fixed Rate Export Finance (FREF) scheme enabled exporters to offer
their buyers fixed-rate financing at OECD Commercial Interest Reference
Rates. FREF financing was available for Sterling, Euro, US Dollar, and
Japanese Yen-denominated loans.
The scheme was subject to a review by ECGD in 2008, which included a
public consultation. Due to the economic downturn and the dislocation in the
banking sector the scheme was extended twice, with the second extension
being until 31 March 2011. On 22 October 2010 the Government announced,
as its Final Response to the earlier public consultation, that the scheme would
not be extended beyond 31 March 2011. Accordingly ECGD’s FREF scheme
closed with effect from that date.
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Claims and Recoveries
ECGD seeks to recover amounts paid in claims either through the Paris Club,
or directly on a case-by-case basis (non-Paris Club recoveries).
The Paris Club is the informal group of official creditors that seeks to establish
co-ordinated and sustainable solutions for debtor nations’ debt service
difficulties. ECGD implements debt rescheduling and debt write-off agreed
by the Paris Club in respect of its exposure to some of the world’s poorest
countries, reflecting the UK Government’s commitment to addressing debt
sustainability.
Figure 8: Claims payments by region (%) 2010-11
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Claims
The reduction in the level of paid claims has continued. Payments authorised
on capital goods and project business in 2010-11 totalled £30 million, as
against £48 million in 2009-10.
Recoveries
Recoveries of principal and interest made during 2010-11 were £189 million,
as against £205 million in the previous year.
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Figure 9: Recoveries by region (%) 2010-11
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Paris Club Activity
ECGD received £147 million in rescheduled debt and interest payments in
2010-11, compared to £152 million in 2009-10. ECGD participated in four
negotiations through the Paris Club, involving debts owed by Antigua and
Barbuda, the Democratic Republic of the Congo, Liberia and Togo.
As a result of repayments and further debt reduction, the amount owed to
ECGD under Paris Club arrangements was £2 billion at 31 March 2011,
compared to £2.3 billion at 31 March 2010.
Non-Paris Club Recoveries
Recoveries of £42 million were made during the year, compared to £53 million
in 2009-10.
ECGD’s distressed airline portfolio, where aircraft have been repossessed or
where the lease repayments have been restructured, has not changed in terms
of the number of aircraft since the previous Financial Year: 33 aircraft involving
four airlines. Of these, 32 aircraft remain in operation with their original airlines
on restructured leases.
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Figure 10: Total credit risk exposure on ECGD’s books (£m) – five year summary
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Credit Risk Management
ECGD’s primary activity involves supporting exports and overseas
investments by issuing insurance contracts and guarantees and thereby
accepting credit risks. ECGD has established a risk management framework
that seeks to identify, manage and, as far as possible, minimise these risks
through the operation of effective risk management policies and procedures.
Approach
Financial objectives for the credit risk portfolio are set by HM Treasury
and compliance with these objectives is subject to regular review. ECGD’s
performance against its objectives for the year is reported on pages 52-53.
For pre-1991 exposures there are no specific financial objectives other than
to recover the debt in respect of claims paid, in a manner that takes account
of the Government’s policy on debt forgiveness.
Organisational Structure
ECGD’s organisational structure is functionally-based and separates customer
relationship management from the risk and control functions; the customer
relationship function, in particular, is separated from the financial risk
assessment process so far as is practically possible.
The implementation of ECGD’s credit risk policy is overseen by the Risk
Committee, a sub-committee of the Executive Committee. It is responsible
for advising the Accounting Officer (the Chief Executive) on the effective
management of ECGD’s credit risk exposures at the transaction and portfolio
level and in compliance with policies endorsed by the Management Board.
Management of Credit Risk
The main objective for ECGD’s risk management framework is to identify,
assess and manage defined risks in accordance with agreed policies
and procedures. The Risk Committee reviews comprehensive credit risk
management reports, including regular country reviews, and recent ratings
and risk parameters for both corporate and sovereign business. These are
used to inform ECGD’s risk appetite and pricing for new business and as a
guide to setting ‘expected loss’ and provisions in the Accounts.
ECGD’s credit risk management framework includes the application of
extensive scenario analysis and stress testing to its portfolio, in line with
best market practice, in order to measure ECGD’s risk exposure against its
financial objectives and to inform decision-making.
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2010-11 Experience
During the year ECGD conducted country risk reviews for over thirty
countries with rating adjustments downwards on two and upwards on
five such countries. For this purpose ECGD receives information from a
number of different sources to inform its judgements, including diplomatic
posts overseas and its participation in discussions at the quarterly OECD
country experts’ meetings. A process of ongoing scrutiny enables ECGD to
maintain an informed view on risks and related determinations of exposure to
‘expected loss’ as conditions and risk expectations change, especially for key
country exposures.
Stronger economic or political profiles, or both, for many emerging markets
have been reflected in higher internal risk ratings, despite the generally poor
global economic climate that prevailed from 2008 to 2010. The emerging
markets in which ECGD conducts most of its business have remained
relatively unscathed and are showing signs of continuing improvement. While
no new potential sovereign impairments have surfaced in its portfolio, ECGD
continues to monitor a number of markets closely.
In the light of civil unrest and the potential for further contagion in a number
of countries across the Middle East and North Africa (MENA) region, ECGD
has recently conducted a detailed review of its exposure in the region. The
MENA region accounts for 26 per cent of ECGD’s overall exposure (excluding
claims and reinsurance). While ECGD remains open for cover for most MENA
countries, it is keeping its risk appetite, cover and premium policies under
continuing review.
In addition to sovereign risk reviews ECGD conducts regular assessments
of its corporate risk portfolio and adjusts its internal risk ratings as and when
appropriate. Default statistics used for the purpose of modelling and pricing
are updated every six months. Similarly, ECGD adjusts its assumptions
on aircraft residual asset values regularly on the basis of advice from an
independent professional valuation firm, which is cross-checked with advice
from other appraisers.
While the effects of the global economic downturn and of volatility in
credit markets remained evident throughout the reporting year, no material
prospective claims have yet to manifest themselves, including in the airline
sector despite being subject to significant stress. There may be a lagging
effect as markets and sectors come out of the downturn, so it is too early to
judge fully its impact.
The airline industry recovered in 2010 from the stresses of 2008-09 but in
2011 is facing both disruptions in the MENA region affecting passenger
demand, and increasing jet fuel prices which, if sustained, will materially
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impact profitability. Hence ECGD is keeping a number of airlines on
credit watch.
ECGD continues to apply thorough risk analysis in relation to both its existing
credit risk portfolio and its structuring of new business transactions. A much
higher level of new business has been supported in 2010-11 relative to the
previous year (as detailed on page 13), with a higher proportion of civil
project cases among those requiring detailed credit risk analysis.
2010-11 witnessed an increase both in the size and quality of ECGD’s
portfolio. With new business exceeding business run-off, total amounts
at risk under Account 2 increased from £8.9 billion to £9.6 billion (or from
£11.8 billion to £13.6 billion when sums reinsured with other ECAs are
included).
Reflecting the investment grade standing of most new business, the
proportion of the Account 2 portfolio with an internal rating of BBB- or better
increased from 59 per cent to 65 per cent. Taking account of the secured
nature of the large airline segment within the overall portfolio and the
generally improving trend arising from country reviews, the weighted average
‘expected loss’ fell from 1.99 per cent to 1.66 per cent.
During the year ECGD has been actively engaged in developing a number
of new products, notably the Contract Bond Support Scheme, the Export
Working Capital Scheme and the Foreign Exchange Credit Support Scheme.
These new products will involve ECGD taking on credit and performance
risks on UK exporters to a much greater extent than has been the case for
many years. Accordingly the Credit Risk Group has been heavily involved in
their design and in the establishment of risk parameters for these schemes
that are consistent with ECGD’s overall risk control framework. At the same
time ECGD has widened its eligibility criteria to allow support (typically
through an Export Insurance Policy) for contracts for the export, often by
SMEs, of finished manufactures, intermediate goods and, when appropriate,
commodities and consumable products. Again, this has required a further
development of risk information and assessment systems. ECGD has also
continued to monitor the performance of several hundred overseas banks as
part of the Letter of Credit Guarantee Scheme, which has now been made
permanent.
Financial Objectives
ECGD does not expect to face a portfolio capacity constraint on its ability to
support new business. While ECGD’s total nominal credit exposure increased
in 2010-11 with the upturn in business volumes, the portfolio risk measure at
the 99.1 percentile of the loss distribution remains materially below ECGD’s
risk appetite limit.
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The upturn in non-aerospace business in 2010-11 was helpful in diversifying
ECGD’s risk portfolio. However, the civil aerospace sector remains ECGD’s
largest concentration of exposure, although some exposure within that
sector is supported by sovereign or bank guarantees. With civil aerospace
accounting for 61.7 per cent of new business in 2010-11 (although down from
89.6 per cent the previous year), the proportion of nominal credit exposure
on Account 2 attributable to civil aerospace increased from 60.8 to 62.4 per
cent. A similar level of support to that provided in 2010-11 is forecast for
2011-12, given the continued restricted appetite in the commercial markets
for airline risk. Some of the expected new credits, especially at the lower
risk rating bands, may provide ECGD with challenges on risk quality and
on associated pricing. Non-aerospace business is expected to maintain
the levels demonstrated in 2010-11, when the total volume of new business
supported increased to £1.1 billion from £220 million in the previous year.
Staff Resources
Staff resources were strengthened to support risk assessments on the
increased volumes of both civil project and aerospace business. Requests
from exporters for indications of support on non-aerospace business are
being seen at significant levels, with over £7 billion of indications issued in
the year for a range of new exporters and sectors, to 66 exporters, of which
16 were SMEs.
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International Developments
During the past year ECGD has represented the UK at international meetings
on a number of issues, as detailed below.
Aircraft Sector Understanding
In December 2010, OECD members reached agreement on a new Aircraft
Sector Understanding (2011 ASU). Negotiated by all OECD members and
Brazil, it sets the financial terms and conditions that can be offered by ECAs
in the civil aviation sector. The 2011 ASU became effective on 1 February
2011 and will apply to deliveries under export contracts concluded after 31
December 2010. There are transition arrangements, so that many export
contracts concluded before the 2011 ASU was agreed will remain eligible for
support under the terms of the previous 2007 ASU.
The main features of the new ASU include the introduction of a single set
of rules for all types of aircraft and eight risk bands (up from five) with riskbased premiums of between 5 per cent and 11 per cent (up from 4 per
cent to 7.5 per cent in the 2007 ASU). A new market reflective surcharge
will be added to these base premium rates; this surcharge is to be adjusted
quarterly taking account of changes in market costs. A new interest rate
margin benchmark is to be added to the interest rates charged by ECAs
that have direct lending ability, based on the spreads over floating interest
rates charged by commercial banks in large aircraft transactions supported
by ECAs. This is intended to provide a level playing field between different
ECAs: those that guarantee and insure export credit loans and those that
directly fund export credit loans.
Export Credit Agency Premium Rates
Following the agreement reached at the OECD in 2010 to introduce a new
framework of minimum premium rates for private obligor business, OECD
members have been working on implementation issues in anticipation of
the effective date of the new rates on 1 September 2011, which will apply
to all commitments from that date. This is a significant step forward towards
achieving a more level playing field for UK exporters, given that the previous
agreement covered only sovereign risks. The new premium agreement will
apply to all official export credit support with a repayment period over two
years, except defence exports (which are outside the OECD Arrangement)
and civil aircraft and ships (which are subject to separate OECD premium
regimes).

29

Export Credits Guarantee Department
Annual Report and Accounts 2010–11

Renewable Energy and Climate Change
OECD members continue to review the Sector Understanding on Renewable
Energy and Water Projects agreed in 2009, with a view to broadening its
scope to include the export of technologies which help to combat climate
change. Progress was slow during 2010 in order to allow examination of the
issues in greater depth and an agreement is not expected until the end of
2011.
Common Approaches on the Environment
Members of the OECD Export Credit Group continued the review of the
OECD Revised Council Recommendation on Common Approaches on the
Environment and Officially Supported Export Credits. Negotiations are now
expected to be completed in late-2011 or early-2012 as members awaited the
outcome of a separate review of relevant international environmental, social
and human rights standards by the World Bank Group.
Engagement with non-OECD Countries
ECGD has had regular contact with non-OECD export credit agencies and
their guardian authorities, both in London and at meetings of the OECD
(where non-OECD countries are invited to attend as observers) and the Berne
Union (the international organisation of public and private sector providers of
export credit and investment insurance).
European Union
ECGD also represents the UK at regular meetings of the EU Council Working
Group on Export Credits, where EU Member States meet the Commission in
order to arrive at a common position on a range of export credit issues.
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People and Infrastructure
ECGD’s staff responded efficiently and effectively to the challenges of
meeting increasing demand for support and of developing and launching new
products during 2010-11. In order to respond to the needs of the exporting
community, ECGD has sought to ensure that sufficient staff are available to
deal with applications for support by bolstering its resources in credit risk,
aviation financing, and the analysis and assessment of environmental, social
and human rights impacts.
ECGD holds Investors in People status, which is due for re-accreditation in
2012. ECGD has continued to invest in staff learning and development, in line
with its goal of being an efficient, flexible and high performing organisation
with a responsive and adaptable workforce. Staff have taken advantage of
a management training programme which has allowed them to work for and
gain professional qualifications accredited by the Chartered Management
Institute.
During the year ECGD developed an action plan in response to the results
of the 2009 Civil Service People Survey, which was refined to take account
of the broadly similar results of the 2010 Survey. One outcome has been the
development of a vision and values statement to help inform the standards
of behaviour expected of staff. In addition a training programme has been
carried out for all ECGD staff on equality and diversity issues; this helped
meet an objective in ECGD’s Equality Scheme 2010-13 Action Plan.
Improvements in operational efficiency and effectiveness are being realised
following a programme of work to reconfigure and simplify corporate
systems, management reporting functions and corporate processes.
Allocation of process and data ownership responsibilities, supported by
clearly documented and understood processes, overlaid by appropriate
controls, is providing ECGD with a sound basis for identifying areas where
further efficiencies might be gained and for the introduction of continuous
improvement techniques.
ECGD is also benefiting from improved controls against the risk of operational
error. Data in ECGD’s corporate systems is more accurate and reliable and
ECGD has eliminated some off-system working, with more record-keeping
now being carried out on main commercial systems. A plan is in place
for the further reduction of off-system working. The introduction of a new
data warehouse in 2011 will result in further improvements in the system of
internal control; this will be simpler to maintain and enhance, and will provide
improved and more reliable management information than under the existing
system. It is intended to make further material savings in operating costs
including a move from onsite IT support to an offsite IT service.
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A key task in 2011-12 will be to determine whether ECGD should re-locate to
Westminster to be accommodated alongside UK Trade and Investment and
the Department for Business, Innovation and Skills, as envisaged in the Trade
and Investment for Growth White Paper. A decision will be based on value for
money criteria and operational effectiveness. The timetable for a move, if this
is decided, will need to take account of the current pressures on ECGD to
meet business demand, given the disruption that a move would entail.
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Sustainable Development Action Plan
In 2010-11 ECGD continued to pursue the goals set out in its 2009-11
Sustainable Development Action Plan (SDAP). The status of each action is
summarised in the table below.
In February 2011, the Coalition Government announced its vision for
Mainstreaming Sustainable Development. The vision stated that bodies will
be reviewed in relation to sustainable development principles through their
business plans, which will replace Sustainable Development Action Plans.
ECGD will therefore not produce an SDAP for 2011 and beyond.
After 2010-11, ECGD will no longer report progress against the actions
outlined in its 2009-11 SDAP in its Annual Report. Therefore, where possible,
any outstanding actions have been embedded into ECGD’s business as usual
activity and will continue to be pursued as part of ongoing operations.

1

Action

Status at 31 March 2011

To obtain multilateral agreement
for improvements to the Common
Approaches. ECGD will work to
develop the UK position for the
purposes of the review of the OECD
Common Approaches in 2010-11.
The UK’s objectives will include:

In late-2009, ECGD consulted other government
departments to formulate the UK’s aims
for the OECD negotiations on the Common
Approaches. These were approved by Ministers
in early-2010 ahead of the beginning of the
negotiations.

Negotiations have been slow. ECGD will
(i) that the Common Approaches
continue to seek reform of the Common
should require OECD ECAs to
Approaches towards the UK’s agreed aims.
provide more environmental
information during the due diligence
phase in order to allow greater
participation by interested parties
before decisions are made; and
(ii) a tightening of the use of the
‘escape’ clause, whereby ECAs can
support projects which do not meet
international standards.
2

ECGD will continue to apply the
International Agreements which
it has stated it will follow on all
transactions to which they relate.

This action is incorporated within ECGD’s
business-as-usual operations.
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Action

Status at 31 March 2011

3

ECGD will continue to comply with
the OECD Recommendation on
Bribery and Officially Supported
Export Credits. ECGD will also seek
to identify possible improvements
to the procedures set out in
the Recommendation through
monitoring their implementation and
to pursue on a multilateral basis
any changes as may be supported.

This action is incorporated within ECGD’s
business-as-usual operations.

4

ECGD will continue to conform
This action is incorporated within ECGD’s
to OECD standards in respect of
business-as-usual operations.
Sustainable Lending, and to monitor
the effectiveness of the OECD
Principles and Guidelines.

5

ECGD will contribute to the
development of the EU’s position
for OECD negotiations during 2009
on the Renewables and Water
Sector Understanding, consistent
with wider UK Government policy.

Over the past two years ECGD has contributed
to negotiations in the EU and OECD which have
resulted in a revised Renewable Energies and
Water Sector Understanding (REWSU), agreed
in June 2009.

ECGD will continue to engage
with potential customers in the
UK renewables sector to raise
awareness of the department’s
facilities and ascertain whether
ECGD’s services can be of
assistance to UK exporters of
capital goods and related services
in that sector.

Throughout the plan period ECGD has engaged
with existing and new potential customers and
the trade associations in the renewable energy
and low carbon sector. It is clear that those
companies exporting in this sector are doing
so in markets where cover is readily available
from the private market. ECGD will remain
available to offer support to UK exporters in
the renewable energy and low carbon sector,
complementing that available in the private
market.

6
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OECD Participants thereafter began
negotiations on a Climate Change Sector
Understanding to build on the REWSU
to include additional renewable energy
technologies and to broaden the scope to
include technologies that mitigate Climate
Change. Work continues on a proposed Climate
Change Sector Understanding. ECGD will
continue to pursue UK interests while trying to
ensure a level playing field for UK exporters in
this sector.
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Action
7

Status at 31 March 2011

ECGD will:
(i) publish annually on its website
estimates of the Greenhouse Gas
(GHG) emissions from high and
medium impact projects from
1 April 2008 and 1 April 2009
respectively; and
(ii) explore the feasibility of airlines
being willing and able to report
periodically the emissions of the
aircraft that benefit from ECGD
support.

ECGD publishes information on GHG emissions
from high and medium-impact projects in its
Annual Report and Accounts.
ECGD has undertaken investigations with
airlines but found that reporting of aircraft
emissions for that part of the fleet which ECGD
has supported would not be possible as airlines
would be unable to provide the data.

8

ECGD will seek to engage with
other ECAs with a view to exploring
the potential to develop a common
understanding regarding supply
chain policies and practices for
capital goods business.

Discussions are proceeding in the OECD
Environmental Practitioners Group.

9

ECGD will continue to review and
improve performance against those
SOGE (estate management) targets
already met, and to work toward
achieving improvements in energy
efficiency and waste reduction.

ECGD has exceeded, wherever possible, the
targets set for it by the Government. As the
new targets come in to effect in 2011-12 and
beyond, ECGD will continue to strive towards
the levels of success achieved since the
introduction of the 2006 targets.

10

ECGD will continue the dialogue
with the building management of its
London office to work to encourage
that the energy supply sourced
meets sustainable targets.

ECGD maintains engagement with its building
managers through membership of the Harbour
Exchange Green Committee. In addition, ECGD
entered into green lease arrangements with its
London landlord in 2010.

11

ECGD will continue its involvement
with the Government Carbon
Offsetting Fund for the 2009-11
period and work toward offsetting
other forms of travel, even if not
mandatory under the new GCOF ll.

A budget has been set specifically to cover
the Government Carbon Offsetting Fund, so
that ECGD makes a fair contribution. ECGD will
continue to monitor the need for all business
travel.

12

ECGD will continue work on
delivery of the key elements of its
Learning and Development Strategy
to promote the professional
development of its staff.

ECGD’s Learning & Development Strategy
has provided, and will continue to provide,
development opportunities for ECGD staff
members.

13

ECGD will launch a Sustainable
Development intranet site in the
summer of 2009 to better inform
its staff and to improve sustainable
development efforts within ECGD.

ECGD launched a Sustainable Development
intranet site for its staff in 2009.

HM Treasury has also introduced Sustainability
Reporting that will be required of central
government departments from 2011-12.
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Action

Status at 31 March 2011

14

ECGD will continue to contribute
to the local community through
providing work experience
opportunities for local students;
by supporting and promoting
staff volunteering; and by making
appropriate paid special leave
available for this purpose.

ECGD has offered, and continues to offer, work
experience opportunities to students from the
Tower Hamlets area. ECGD actively promotes
volunteering to its staff and has policies in
place to support staff that volunteer.

15

ECGD will review its Flexible
Working provision in 2009-10.

ECGD reviewed its Flexible Working Policy and
a new policy was introduced in 2010.

Sustainable Development in Government
ECGD’s 2009-10 reporting period (the most recent) against the Sustainable
Development on the Government Estate (SOGE) framework has shown
continuing improvements in a number of areas:
●●

●●

●●

●●

ECGD has reduced the total carbon emissions from its offices by 47.9 per
cent, against a target of 12.5 per cent by 2010-11 (relative to 1999-2000
levels). This is an increase on the 44.4 per cent reduction reported in 2009.
The improvement coincides with the reduction in ECGD’s occupation of floor
space at Harbour Exchange Square. In the same period, ECGD reduced
the total carbon emissions from road vehicles by 97.2 per cent, against a
target of 12.5 per cent by 2010-11.
In common with other government departments who have reduced their
floor space, ECGD has found that energy efficiency decreased. The more
efficient use of floor space meant more work stations and computers and
so increased energy use in respect of that space. From 2009-10 onwards,
the Centre of Expertise in Sustainable Procurement (CESP) withdrew this
measure and departments are no longer required to report against it.
ECGD’s waste arisings have increased by 36.6 per cent, against a targeted
decrease of 5 per cent by 2010-11 (relative to 2004-05 levels). It is difficult
to assess accurately the volume of waste at ECGD’s London office due
to its location as part of a multi-tenanted office complex. ECGD’s waste is
not measured separately from other tenants and ECGD reports waste as
being its estimated proportion of the waste for the whole office complex,
calculated by reference to its share of the floor space. This fluctuates as
floor space in the complex is let, and depends on the use each tenant
makes of that space and staff volumes.
ECGD has continued to increase its level of recycling, from 81.9 per cent of
waste arisings in 2008-09 to 84.4 per cent in 2009-10.
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●●

Another target is to reduce water consumption by 25 per cent on the
office and non-office estate by 2020, relative to 2004-05 levels. ECGD is
exceeding this target, reducing water consumption by 69.5 per cent by
2009-10.

There are a number of mandated mechanisms in the SOGE framework, only
two of which are applicable to ECGD:
●●

●●

ECGD has achieved the mandate to encourage staff to take an active role in
volunteering in the community, with 16 Full Time Equivalent days reported in
2009-10.
ECGD does not have an Environmental Management System (EMS) in
place; however, the Harbour Exchange building management has a noncertified EMS in place in the building, to which ECGD adheres.

ECGD has achieved five of its six Sustainable Procurement Action Plan
(SPAP) Commitments. These include action measures on leadership, staff
objectives, supplier engagement and quick wins.
ECGD purchases carbon offsets for its air and rail travel.
Coalition Programme for Government
The Coalition’s Programme for Government stated: “we will ensure that UK
Trade and Investment and the Export Credits Guarantee Department become
champions for British companies that develop and export innovative green
technologies around the world, instead of supporting investment in dirty fossilfuel energy production.” In 2011-12 the Government will be considering how
to implement this commitment.
Sustainable Lending
In 2010-11 ECGD did not support any exports or investments that required
further assessment in accordance with the application of OECD Principles
and Guidelines to Promote Sustainable Lending Practices in the Provision of
Official Export Credits to Low Income Countries.
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Environmental, Social and Human Rights Impacts
Information related to the application of the OECD Revised Recommendation on
Common Approaches on the Environment and Officially Supported Export Credits
Total
Insurance policies and guarantees issued that were screened for environmental,
social and human rights (ESHR) impacts

13

Insurance policies and guarantees issued for which an ESHR impact assessment
was provided

8

Insurance policies and guarantees issued that were categorised as Category B
(having medium potential ESHR impacts), for which the project was expected to
comply fully with the relevant international standards at the time of the guarantee
being issued

7

Insurance policies and guarantees issued categorised as Category A (having
high potential ESHR impacts), for which the project was expected to comply fully
with the relevant international standards at the time of the guarantee being issued

1

Projects reported by ECGD to the OECD under the terms of the Common
Approaches for non-compliance with the relevant international standards

0

Insurance policies and guarantees issued which were categorised as Category B
to which environmental conditions were attached

5

Insurance policies and guarantees which were categorised as Category A to
which environmental conditions were attached

1

Transactions that ECGD declined to support on ESHR impact grounds

0

Environment, social and human rights impact categorisation of civil, non-aerospace cases for which
support was issued during 2010-11
Market

Overseas
project

Exported
goods/
services

Potential
impact
category1

Explanation of Compliance Estimated
GHG
category
with
emissions
relevant
international
standards

Brazil

Medical
equipment
sterilisation
facility

Medical
supplies

B

Potential
negative
environmental,
social or
human rights
impacts but
not at a level
requiring an
Environmental
Impact
Assessment
(EIA)

38

Compliant at
date of issue
of support

Below
reporting
threshold
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Environment, social and human rights impact categorisation of civil, non-aerospace cases for which
support was issued during 2010-11 (continued)
Market

Overseas
project

Exported
goods/
services

Potential
impact
category2

Explanation of Compliance Estimated
category
with
GHG
relevant
emissions
international
standards

China

Paper mill

Machinery
for paper
production

C

Insignificant
impacts in
terms of
environmental,
health and
safety, or
social and
human rights

Not
applicable

Not
required
for
Category
C cases

Dubai

Burj residential
towers

Construction
services

B

Potential
negative
environmental,
social or
human rights
impacts but
not at a level
requiring an
EIA

Compliant at
date of issue
of support

Below
reporting
threshold

Egypt

Cairo Festival
City

Construction
services

B

Potential
negative
environmental,
social or
human rights
impacts but
not at a level
requiring an
EIA

Compliant at
date of issue
of support

Below
reporting
threshold

France

Process Plant &
Equipment

Fast loop
moulding
equipment

C

Insignificant
impacts in
terms of
environmental,
health and
safety, or
social and
human rights

Not
applicable

Not
required
for
Category
C cases

India

2010
Commonwealth
Games

Supply of
temporary
facilities

B

Potential
negative
environmental,
social or
human rights
impacts but
not at a level
requiring an
EIA

Compliant at
date of issue
of support

Below
reporting
threshold
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Environment, social and human rights impact categorisation of civil, non-aerospace cases for which
support was issued during 2010-11 (continued)
Exported
goods/
services

Potential
impact
category2

Explanation of Compliance Estimated
category
with
GHG
relevant
emissions
international
standards

Korea,
Paper mill
Republic of

Machinery
for paper
production

C

Insignificant
impacts in
terms of
environmental,
health and
safety, or
social and
human rights

Not
applicable

Not
required
for
Category
C cases

Russian
Federation

Steam
compressor
station

Supply of gas
turbines

A

Potential
significant
negative
environmental,
social or
human rights
impacts at a
level requiring
an EIA

Compliant at
date of issue
of support

Emissions
estimated
at 1.0
million
tonnes
CO2e/
annum

Saudi
Arabia

Kayan
petrochemical
complex

Supply of
refinery and
petrochemical
plant

A

Potential
significant
negative
environmental,
social or
human rights
impacts at a
level requiring
an EIA

Compliant at
date of issue
of support

Emissions
estimated
at 5.9
million
tonnes
CO2e/
annum

Slovakia

Electricity
generation plant

Supply of a
gas turbine

B

Potential
negative
environmental,
social or
human rights
impacts but
not at a level
requiring an
EIA

Compliant at
date of issue
of support

Below
reporting
threshold

Market

Overseas
project

Notes:
All new civil aircraft and aero engines supported by ECGD must meet EU and International Civil Aviation
Organisation environmental and noise standards. Defence exports are subject to the export licensing
procedure operated by the Export Control Organisation of the Department of Business, Innovation and
Skills, which takes advice from the Foreign and Commonwealth Office, the Ministry of Defence and,
where relevant, the Department for International Development.
All Overseas Investment Insurance cases supported during the year were in respect of renewals of
policies that were issued before environmental, social and human rights impact screening or review was
undertaken.
1 The level of environmental and/or social impacts that could potentially occur without the intervention of
the impact mitigation systems.
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Issued cases where ECGD has contingent liabilities designated as having high
potential environmental, social and human rights impacts
Year of issue/
Market/ Exporter

Overseas
project

Exported goods/
services

Compliance
with relevant
international
standards

Comments

2003-04 /
Azerbaijan /
BP Exploration
(Caspian Sea)
Ltd, CB&I John
Brown Limited

Baku-TbilisiCeyhan (BTC)
Pipeline

Range of goods
and services

Compliant

Operation
phase

2004-05 / Iran /
MAN Ltd

South Pars gas
field: Projects 9
& 10

Piping, electrical
and mechanical
equipment, and
other steel-related
products

Action plan
agreed with
project sponsors
to address
air quality
compliance

Construction
phase

2005-06 /
P-52 Floating
Brazil / RollsOil Production
Royce Power
Unit
Engineering,
InvSat Limited
(now Nessco Ltd),
ETA Process,
VWS Westgarth
Ltd

Turbines, power
Compliant
generation
modules,
associated plant
and oil production
equipment

Operation
phase

2006-07 / Saudi
Arabia / Foster
Wheeler Energy,
Fluor Ltd

Yanbu National
Petrochemical
Company
(Yansab)

Project
management,
contract,
engineering
design and
procurement
services.

Compliant

Operation
phase

2008-09 / Saudi
Arabia / Fluor
Ltd and other UK
exporters

Saudi Kayan
Petrochemical
Co.

Refinery and
petrochemical
plant

Compliant

Construction
phase

2010-11 / Russia
/ Rolls-Royce
Power Eng’g Ltd

Portovaya Gas
Compressor
Station

Steam
compressor
station and
associated gas
pipeline

Compliant

Construction
phase

Note: ECGD started classifying the potential environmental, social and human rights impacts of projects in
2003-04.

41

Export Credits Guarantee Department
Annual Report and Accounts 2010–11

Anti-Bribery and Corruption
ECGD reviews the applications which it receives for support in accordance
with the OECD Council Recommendation on Bribery and Officially Supported
Export Credits, and publishes on its website statistical information about the
operation of its anti-bribery policies for the year in question.
Requests for Information
The Freedom of Information Act 2000 gave the public new rights of access to
information held by public authorities. It came into force on 1 January 2005.
In 2010-11 ECGD received 66 requests for information under the Freedom of
Information Act or the related Environmental Information Regulations.
Requests for information 2010-11 and 2009-10
Issue

2010-11

2009-10

Anti-bribery and corruption procedures

0

1

Defence business

3

8

Environmental information

1

3

29

29

7

2

Organisation/procurement

26

22

Total

66

65

Project information and general business matters
International debt

ECGD responded to 80 per cent of cases within the statutory time limit.
Two cases were referred to the Information Commissioner. No cases were
referred to the Information Tribunal.
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Export Guarantees Advisory Council Annual
Report 2010-11
The remit of the Council is defined by the Export and
Investment Guarantees Act (EIGA) 1991. Its Terms of
Reference, the minutes of each meeting and a register
of members’ interests are available on ECGD’s website.
The Council’s broad remit is to provide advice to Ministers
on the policies that ECGD applies when doing business,
including:
●●

environmental, social and human rights impacts;

●●

anti-bribery and corruption;

●●

sustainable lending; and

●●

its obligations under information legislation.

Ministers have a statutory duty to consult the Council on matters related to
the provision of reinsurance by ECGD to the private credit insurance market.
The Council does not provide advice on decisions made by ECGD to
support individual export transactions and projects, though it does carry out
retrospective reviews to understand how ECGD’s principles and policies are
applied in practice and, as appropriate, gives advice on how these might be
further developed.
During the period covered by this report, the membership of the Council was
as follows:
Chair
Andrew Wiseman (Partner, Stephenson Harwood)
Members
Gillian Arthur (Head of Philanthropy Services, Sanne Group)
Alistair Clark (Corporate Director, Environment and Sustainability
Department, European Bank for Reconstruction and Development (EBRD))
John Newgas (Consultant, Sagwen Computer Consultancy)
Martin Roberts – to May 2011 (Former Consultant, Beachcroft Regulatory
Consulting)
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Anthony Shepherd – to December 2010 (Chairman, The Alderley Group)
Anna Soulsby (Associate Professor of Organisation Behaviour, Nottingham
University Business School)
Paul Talbot – to May 2011 (Assistant General Secretary, Unite)
Peter Haslehurst, an ECGD non-Executive director, attends Council meetings
as an observer in order to provide a link between the Council and ECGD’s
Management Board.
The Council met on four occasions in 2010-11. The Council also met
exporters and exporter representative groups and, separately, NGOs and
special interest groups.
At its meeting in May 2010, the Council considered the work of ECGD’s
Environmental Advisory Unit (EAU). In view of the level of transactions being
undertaken and policy initiatives being carried out, the Council particularly
focussed its attention on the sufficiency of staff resources. The numbers
of staff in the EAU had been increased and, for the first time, included the
appointment of a human rights specialist. The creation of a new post to
lead the analysts in their due diligence work to assess individual projects
had created capacity for the head of the EAU to concentrate on policy
work. The augmentation of staff resources enabled the EAU to undertake
due diligence on environmental, social and human rights impacts on new
projects that ECGD was asked to support, in order to satisfy itself that these
met international standards, where this was necessary, and also to carry
out post-issue monitoring of projects, in their construction and operational
phases, where ECGD support had been previously agreed. ECGD was in the
process of establishing a new panel of external environmental advisors so
that the EAU could deploy their services, on a call-off basis as required, to
supplement staff resources and obtain specialist advice, where this was not
available internally.
The Council considered its terms of reference. Although the role of the
Council is defined in ECGD’s Act, the advice that the Secretary of State
seeks from the Council is not fully defined in that act. Hence the Council has
suggested to the Secretary of State terms of reference to guide the way it
works and the issues it considers. The original terms of reference were drawn
up before the introduction of ECGD’s Management Board led by a nonExecutive Chairman. It was decided to revise the Council’s terms of reference
to reflect the focus of the Council’s work on the application of ECGD’s ethical
policies, in order to distinguish its role more clearly from that of ECGD’s
Management Board. The revised terms of reference were published on
ECGD’s website at the time ECGD introduced its new Statement of Mission
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and Principles, following a public consultation about revision to its former
Business Principles.
The Council reviewed ECGD’s Sustainable Development Action Plan that had
been revised following consultation with, and advice from, the Sustainable
Development Commission.
In May the Council met exporters and exporter representative organisations.
In September the Council met NGO representatives. At each of these
meetings a range of topics was discussed. These meetings gave the Council
useful insights into the matters which are of concern to ECGD’s customers
and to interested parties. The issues helped to shape the Council’s agenda
and its engagement with ECGD. I should like to take this opportunity to thank
all those who participated. At its second quarterly meeting in September the
Council discussed with ECGD issues raised with it by exporters, exporter
representatives and NGO representatives, and subjects were identified for
more detailed examination at future meetings.
In December, the Council reviewed the outcome of ECGD’s procurement to
establish a panel of external environmental advisors to support the work of
the EAU. Three companies had been appointed for a three-year period.
In the context of the review by members of the OECD of the OECD Revised
Recommendation on Common Approaches on the Environment and Officially
Supported Export Credits (OECD Common Approaches), the Council
considered the work that ECGD had been undertaking with the International
Finance Corporation (IFC), a member of the World Bank Group, on its review
of its Performance Standards as these are applied to certain projects in
line with the requirements of the OECD Common Approaches. The Council
encouraged ECGD in its aim to bring greater clarity to aspects of the IFC
Performance Standards; these should include supply chain due diligence, in
order to help to fulfil a remit for ECGD to consider supply chain issues which
had arisen from the public consultation on its foreign content policy carried
out in 2007.
The Council also reviewed the application of ECGD’s anti-bribery and
corruption policies during July 2009-June 2010. This was the fourth such
annual review since new policies were introduced in 2006. The Council noted
that the policies appeared to have settled down well. This included the use of
ECGD’s Special Handling Arrangements which were designed to allow ECGD
to undertake due diligence on Agents but in a way that protects commercial
confidentiality in regard to an Agent’s identity upon request by an exporter.
ECGD reported that exporters had complied with ECGD’s requirements and
no particular issue had been raised in relation to the operation of its policies
and practices. The Council was informed that the introduction of the new
Bribery Act was not expected to require any changes to be made to ECGD’s
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anti-bribery policies. The Council noted that the new Act would require
companies to put in place measures to deter corrupt activity and that the
Government had produced guidance to assist this. ECGD will be able to take
into account the measures put in place by exporters when it carries out its
due diligence on particular transactions it has agreed to support.
Given the levels of support that ECGD provides in respect of civil aerospace
exports, the Council requested a briefing on ECGD’s civil aircraft portfolio and
the support it provided to aircraft and engine manufacturers. ECGD briefed
the Council on the environmental standards that apply to civil aircraft and
the improvements being made in noise levels and emissions of new aircraft
being developed. The Council noted that, following the economic downturn,
demand for ECGD’s support had risen substantially so that in 2009-10 89
per cent of new business was in the aerospace sector. ECGD explained that
this had come about largely because of a lack of commercial bank financing
caused by the economic downturn. Airbus had contracted with airlines and
operating lessors in earlier years to deliver aircraft and the ECAs had helped
to fill the financing gap, so that Airbus could continue to meet its objectives to
fulfil these orders. ECGD explained that the proportion of aerospace business
in 2009-10 had been unusually high, because the economic downturn had
depressed demand for support on civil project exports. The Council was
informed that ECGD expected a recovery in the level of civil business in
2010-11; this would result in there being a more even balance between the
different types of new business supported.
At its meeting in February the Council examined arrangements that other
Export Credit Agencies had in place to provide them with advice on
corporate social responsibility and ethical matters. It was found that none had
a body that compared directly to the Council but that Export Development
Canada (EDC), the export credit agency of Canada, did have an advisory
body which addresses ethical policies. I plan to engage with it to share
mutual experience and to ascertain if it operates practices that might be
relevant to the work of the Council.
The Council reviewed projects which had been supported by ECGD in
order to understand the due diligence process followed by the EAU to
determine whether applications for support meet international standards on
environmental, human rights and social impacts. This gave the Council an
insight into the practicalities of addressing such impacts and benchmarking
them against the relevant standards. The Council was particularly interested
to understand situations where there is a mismatch between local and
international standards and the work carried out to assist project sponsors to
bridge gaps. ECGD explained that it cannot support projects which do not
meet international standards except in situations where local standards were
higher than the relevant international standards. The Council was impressed
by the diligence and professionalism of ECGD’s staff and the rigour applied
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to their work to satisfy the requirement that projects should comply with the
international OECD agreements on ethical issues.
The Council was briefed on ECGD’s meeting with the United Nations
Special Representative on Human Rights and Business, Professor John
Ruggie, and the work he is undertaking to develop, on behalf of the United
Nations, guiding principles for business and human rights. It is expected
that the principles would include reference to export credit agencies as they
are sources of support for projects. The Council encouraged ECGD in its
engagement with Professor Ruggie and the UN on human rights matters.
These developments are expected to be considered by the export credit
agencies in the context of the review of the OECD Common Approaches that
is under way.
I take this opportunity to thank ECGD for its openness in responding to
requests for briefings to assist the Council in fulfilling its remit.
I would also take this opportunity to record my thanks to Anthony Shepherd
for his services to the Council over a period of 10 years, especially in
expressing views from the exporting community.
During the remainder of 2011 the Council plans to consider, among other
things, ECGD’s relationship with UKTI; the discussions taking place within the
OECD on the review of the OECD Common Approaches; projects that have
been supported and categorised as potentially having high environmental,
social and human rights impacts; ECGD’s policy on debt sustainability;
and ECGD’s performance in responding to requests for information made
under the Freedom of Information Act and the Environmental Information
Regulations.

Andrew Wiseman
Chair
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Governance
The Management Board

Back Row L-R: David Havelock, David Godfrey, Nicholas Ridley, David
Harrison, Steve Dodgson, Peter Haslehurst
Front Row L-R: Nigel Addison Smith, Katherine Letsinger, Guy Beringer
(Chairman), Patrick Crawford (Chief Executive)
Chairman’s Statement
ECGD’s Management Board is responsible for advising and supporting the
Accounting Officer in respect of the governance of ECGD. It is led by a nonexecutive Chairman and consists of five independent non-executive directors
and five members of ECGD’s Executive Committee.
During the year it was decided that a member of UKTI should join ECGD’s
Board as a non-executive director to help develop stronger working links with
UKTI.
The Board supports the Accounting Officer in the discharge of his
responsibilities and has accountability to the Secretary of State for Business,
Innovation and Skills and the Minister for Trade and Investment for:
●●

exercising oversight of the Chief Executive and the Executive Committee;

●●

monitoring the application of the principles of good governance;

●●

examining and testing the strategic goals of ECGD;
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●●

advising on policies and strategies; providing advice on achieving policies
set by Ministers;

●●

monitoring performance; assessing and monitoring enterprise-wide risks;

●●

approving accounting policies and the Annual Report and Accounts; and

●●

approving the remuneration of the Chief Executive and all other members
of ECGD staff in the Senior Civil Service.

The Board has a regular schedule of meetings throughout the year. Additional
meetings are held if particular issues so require.
The Board is supported by two sub-committees, the Audit Committee and
the Remuneration Committee. Both are entirely composed of non-executive
directors.
Statement on Compliance with the Code of Good Practice
A review showed that the Board continued to be in compliance with the
Code of Good Practice for Corporate Governance in Central Government
Departments.
Non-Executive Directors
The Board considers that its non-executive directors are independent. In
making this determination, the Board has considered whether each such
director is independent in character and judgement and whether there are
relationships or circumstances which are likely to affect, or could affect, the
director’s judgement.
Board Performance Evaluation
A Board performance evaluation involving both executive and non-executive
directors showed that throughout the year ECGD’s Management Board had
complied with best practice.
Executive Committee
The Chief Executive is advised on the management of ECGD’s business by
the Executive Committee. The Executive Committee, which meets fortnightly,
supports the Chief Executive in the discharge of his responsibility as the
Accounting Officer for the overall organisation, performance and management
of ECGD within the policy and resource framework set by Ministers and
policies on which the Board have provided advice.
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The sub-committees of the Executive Committee are the Business Systems
and Infrastructure Committee, the Information Security and Assurance
Committee, and the Risk Committee. The membership of these committees
consists of ECGD officials.
Audit Committee
The Audit Committee meets regularly with ECGD’s Accounting Officer, senior
financial management, internal audit staff and ECGD’s external auditors to
consider and advise the Accounting Officer on ECGD’s arrangements for
financial reporting, risk management, internal control, and the provision of
assurances to the Board.
The Audit Committee Chair formally reports to the Board after each meeting
of the Audit Committee and makes an annual report on its work. At least once
a year the Chair meets separately with the non-executive directors, the Head
of Internal Audit and the external auditors, outside formal committee meetings
and in the absence of other members of ECGD staff, to review the Audit
Committee’s activities.
Internal Audit and Assurance
ECGD’s internal audit strategy and plan are material elements of its control
framework and corporate governance procedures. These include an
integrated approach to audit and risk management, which links risk-based
audits with ECGD’s risk and assurance framework.
Internal Audit and Assurance Division also undertakes an annual programme
of compliance visits to banks and exporters to check adherence with certain
terms and conditions of ECGD’s support. Where appropriate this may include
a site visit to gain a better understanding of the contract under review.
Findings arising from audit work are discussed with the relevant staff and
any action required to improve control is agreed with the relevant executive
director. Progress on implementation of agreed actions is monitored by
Internal Audit and Assurance Division and reported to both the Executive and
Audit Committees.
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Enterprise Risk Management
An enterprise risk register is maintained and reviewed formally every six
months by the Board. Quarterly risk reports are provided by senior managers
to the Executive Committee on their arrangements for managing risks in their
areas of responsibility. Programmes and projects are governed by formal
programme and project management disciplines, including the regular review
of risks, overseen by either the Executive Committee or the Business Systems
and Infrastructure Committee. Where appropriate, Office of Government
Commerce “Gateway” peer reviews provide additional independent
assurance over the effective management of change. More detail on ECGD’s
management of risk can be found in the Statement on Internal Control within
the Accounts on page 75.
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Performance against Financial Objectives
ECGD derives its statutory authority from the Export and Investment
Guarantees Act, 1991, as amended by the Industry and Exports (Financial
Support) Act, 2009, (the Act).
ECGD exercises its powers under the Act with the consent of HM Treasury.
In accordance with this consent, ECGD has agreed with HM Treasury a
range of financial objectives and controls that are adopted by ECGD in
administering its operations.
ECGD reports its performance in respect of these objectives and controls to
HM Treasury on a monthly basis.
Financial Objectives
Overall Summary: 11 of the 11 targets were achieved throughout the year.

Financial Objectives on the provision of Fixed Rate Export Financing (FREF)
Objective and Description

Results

2005 FREF Portfolio

Met

The total cost of this portfolio must remain no greater
than £10 million. The total cost is measured by the
aggregate of the Mark-to-Market value, the cumulative
cash outturn, and the administrative cost of the
portfolio.

The total cost remained within the
agreed limit.

All FREF Portfolios

Met

The interest rate risks arising from the FREF portfolios
(other than risks arising from Prepayment Optionality)
must be contained within agreed sensitivity limits.

There were no breaches of the
sensitivity limits.

Arrangements in Old FREF Portfolio with
Prepayment Optionality1

Met

The interest rate risks arising from Prepayment
Optionality in the Old FREF Portfolio must be
contained within agreed sensitivity limits.

There were no breaches of the
sensitivity limits.

1 Following a review of prepayment optionality risks, this financial objective no longer applied
from December 2010.
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Financial Objectives on guarantee and insurance business issued since 1991
Objective and Description

Results

Maximum Commitment

Met

This measure places a cap on the maximum amount
of nominal risk exposure (that is, the total amount of
taxpayers’ money that may be put at risk by ECGD).

The highest monthly recorded
maximum exposure in the year
was £15.6 billion, against a
notional maximum commitment of
£25 billion (unadjusted for foreignexchange movements).

Risk Appetite Limit

Met

This limit places a constraint on ECGD’s appetite for
risk at the 99.1 percentile of ECGD’s estimated tenyear Loss Distribution.

ECGD’s 99.1 percentile of the
ten-year Loss Distribution did not
exceed £1.1 billion, against a
notional Risk Appetite Limit of £2.5
billion (unadjusted for foreignexchange movement).

Reserve Index

Met

This index ensures that ECGD has accumulated, over
time, sufficient revenue to cover possible losses, to a
77.5 per cent level of confidence

The reserve index did not fall
below 3.53 in the year, against a
target of 1.00.

Pricing Adequacy Index
This index tests whether, over time, ECGD earns enough premium income to cover all its
risk and operating costs. It is measured over three different periods:
(i) Past Two Years and Present Financial Year:

Met
This index for 2009-10 was 1.34,
against a target of 1.00.

(ii) Previous, Present and Next Year:

Met
This index did not fall below 1.38,
against a monthly target of 1.00.

(iii) Present Year and Next Two Years:

Met
This index did not fall below 1.31,
against a monthly target of 1.00.

Premium to Risk Ratio

Met

This measure ensures that each year ECGD charges
This ratio did not fall below 1.99,
against a target of 1.35.
enough premium to cover the cost of risk, together
with a sufficient margin to contribute a material amount
to administrative costs.
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Glossary

Glossary
Amounts at Risk (AAR)
AAR is equivalent to the accounting term Contingent Liability. This represents
the unexpired portion of the total risks guaranteed by ECGD; thus AAR would
normally be less than Maximum Liability by the amount of expired risk, i.e.
payment received or the unutilised amount of a loan.
Appropriations in Aid (A. in A.)
Comprise income received by ECGD, which it is authorised to retain (rather
than surrender to the Consolidated Fund) to offset related expenditure.
Such income is voted by Parliament and accounted for in the Department’s
Accounts. Any receipts in excess of the approved amounts form Excess A.
in A. and are payable directly to the Consolidated Fund as Consolidated
Fund Excess Receipts (CFER).
Arrangement, The
The OECD Arrangement on Guidelines for Officially Supported Export
Credits, sometimes referred to as “the Consensus”. This limits self-defeating
competition on export credits among members of the OECD who have
undertaken that they will operate within these guidelines when providing
official support for export credits of two years or more. The Arrangement
covers all officially supported export credits except those for agricultural
produce and military equipment. Aircraft, ships, nuclear power plants,
and water and renewable energy projects are subject to separate sector
understandings.
Buyer Credit
A medium to long-term finance facility in which, normally, a 100 per cent
unconditional guarantee is given by ECGD to a UK bank. This is in respect of
a loan made available to an overseas borrower to finance a contract relating
to the supply of capital or semi-capital goods and for related services by a
UK-based supplier to a buyer in an overseas market.
Commitment
A case not yet the subject of an issued guarantee but for which ECGD has
communicated on a time-limited basis its willingness, subject to conditions,
to provide support to the country, the buyer, the borrower, the exporter or the
financial institution.
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Consolidated Fund
The Government’s “current account”, operated by HM Treasury, through
which pass most government payments and receipts.
Consolidated Fund Excess Receipts (CFER)
Comprise receipts realised or recovered by ECGD in the process of
conducting services charged on public funds which are not authorised to be
appropriated in aid of expenditure, but which must be paid directly to the
Consolidated Fund.
Contract Bond
A bond, usually issued by a bank, which an exporter provides for the benefit
of its customer and which can be called without the agreement of the
exporter or the assessment of an independent third party.
Credit Default Swap (CDS)
A market instrument used to transfer credit risk.
Estimate
A statement of how much money the Government needs in the coming
financial year and for what purpose(s), by which Parliamentary authority
is sought for the planned level of expenditure and receipts.
Expected Loss
A statistical estimate of the exposure expected to turn into claims that are
irrecoverable.
Export Credit Agencies (ECAs)
Institutions providing government-backed guarantees, insurance and
sometimes loans, covering commercial and political risks. Most industrialised
nations have an ECA, which is usually a national, public or publicly-mandated
agency supporting companies from its home country.
Financial Objectives
ECGD’s financial aim, which is the subject of an agreement with HM Treasury.
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Fixed Rate Export Finance (FREF)
Finance for export contracts involving credit of two years or more provided by
lending banks at fixed interest rates determined under the Arrangement, and
which is guaranteed by ECGD and is the subject of interest equalisation. The
finance was offered in pounds sterling and a range of standard currencies.
Provision of non-standard currencies had to be cleared by HM Treasury and
the Bank of England.
Letter of Credit
A letter issued by a bank to another bank (especially one in a different
country) to serve as a guarantee for payments made to a specified person
under specified conditions in relation to a trade-related transaction.
Maximum Liability
Maximum liability is the maximum value of the amount of claims payable
under a particular guarantee, taking into account the principal and interest
over the life of the guarantee for which ECGD could become liable.
Overseas Investment Insurance (OII)
An ECGD scheme which provides a UK investor with insurance for up to
fifteen years against political risks in respect of a new investment overseas.
It may also be available to UK banks in respect of overseas lending, whether
or not it is in connection with a UK investment or export.
Premium Income
Consideration receivable for the issue of guarantees and insurance contracts
that become effective during the financial year. Premium Income is stated
both gross and net of amounts ceded to other ECAs.
Project Finance
Transactions which are dependent on generating sufficient revenue from a
project to service debt, once commissioned (e.g. a power station or toll road).
Provisions
Amounts which are set aside within ECGD’s Trading Accounts to allow for
non-recovery of claims already paid and of claims to be paid in the future.
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SMEs
Small and medium-sized enterprises.
Spending Review
This sets Department Expenditure Limits (DEL) and plans Annually Managed
Expenditure (AME) for the following three years.
Supplier Credit
Credit given by a UK exporter to an overseas buyer. In such cases, the
normal method of financing the contract is for the bank to lend the exporter
money and for the exporter to repay, usually when it receives payment from
the buyer after the agreed credit period. ECGD can provide insurance for this
finance under a SCF facility.
Supplier Credit Finance Facility (SCF)
An ECGD facility for the sale of capital or semi-capital goods on two or more
years of credit, providing finance to the supplier in the majority of cases
without recourse.
Unexpected Loss
Unexpected Loss is a quantitative monetary measure of the potential
‘downside’ risk (in excess of the Expected Loss) on a portfolio, country or on
an individual exposure.
Working capital
The capital of a business which is used in its day-to-day trading operations,
calculated as current assets minus current liabilities.
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