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SOVEREIGN DEBTS:  EXPLANATORY NOTE 

1 This document has appended to it information about sovereign debts due to 
UK Export Finance (UKEF), the operating name of the Export Credits Guarantee 
Department (ECGD). It is being made available in response to information requests 
about these sovereign debts from Members of Parliament and others. The 
Government will not be carrying out an audit of the debts but is now publishing 
further information about complexion of the debts, split by country and by trade 
sector, as this has been of interest to various parties.  

Introduction 

2 This covering note explains: (i) the role of UKEF; (ii) how the debts arose; (iii) 
the role of the Paris Club in dealing with sovereign debts; and (iv) the nature of 
information being released and how it has been compiled. 

3 UKEF is the official export credit agency of the United Kingdom and is a 
department of state that operates under statute (the Export and Investment 
Guarantees Act 1991 (as amended)).  UKEF reports to the Secretary of State for 
Business, Innovation and Skills.  UKEF’s principal statutory purpose and main remit 
is to support exports by issuing to: 

Role of UKEF  

(i) exporters - insurance contracts

(ii) banks - 

 to protect them against the risks of not 
being paid by overseas buyers; and 

guarantees

 

 for the repayment of loans they make available to  
overseas buyers/borrowers that are used to finance the purchase of 
goods and services from UK exporters. 

4 If amounts owed to exporters and banks are not paid by buyers/borrowers, i.e. 
there is a payment default, UKEF pays claims where these have been insured or 
guaranteed by UKEF under the terms of its policies or guarantees respectively. 
Through subrogation rights UKEF then becomes, in effect, a creditor and seeks 
recovery of the claims paid from the buyer and/or borrower.  

The origins of the debt 

5 Such defaults may arise where the country of the buyer and/or borrower has 
built up a level of foreign debt which cannot be repaid due to a lack of sufficient 
foreign exchange being available. During the 1980s many countries experienced 
such problems and consequently defaulted on paying exporters and banks which 
resulted in UKEF, and its counterparts in other industrialised countries, having to pay 
claims. This became known as the ‘Third World Debt crisis’. In such situations, 
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UKEF normally recovers the claims paid, constituting sovereign debt, through the 
auspices of the Paris Club. 

6 The Paris Club is an informal group of nineteen creditor countries which seeks 
to achieve co-ordinated solutions to payment difficulties experienced by debtor 
countries on a consistent and equitable basis

Paris Club 

1

7 The Paris Club on behalf of its members enters into multilateral debt 
agreements with debtor countries which reschedule the repayment of sovereign 
debts over an extended period of time. The agreements sometimes include provision 
for debt cancellation (normally upon the satisfactory completion of an economic 
reform programme)

. It normally does so by facilitating debt 
restructuring, alongside support provided by international financial institutions 
(principally, the International Monetary Fund).   

2

8 Following multilateral debt treatment, each member enters into a bilateral debt 
agreement to recover its share of the debt owed, which is based upon the terms 
established under the related multilateral agreement. The individual amounts owed 
by the debtor country (in the case of UKEF, related to the claims paid in respect of 
individual export transactions) are agreed by the debtor country at the time the 
bilateral debt agreement is established. All the individual claims that have been paid 
by UKEF are, in effect, rolled-up into a new single loan that is repayable over the 
period established under the multilateral agreement. Interest is charged which 
reflects the cost to UKEF, and thus the taxpayer, of financing the extended 
repayment period. In regard to the underlying export contracts which were the 
subject of claims paid, UKEF’s obligations largely cease upon conclusion of the 
bilateral debt agreement because its concern is then to obtain recovery of the sums 
payable under that agreement.    

. The Paris Club multilateral agreements are known as ‘debt 
treatments’. Over the decades some countries have had continuing repayment 
problems, so there can be more than one debt treatment.  

9 UKEF has already published information, including in successive UKEF 
Annual Report and Accounts, on the amounts of outstanding sovereign debts by 

The information being published 

                                                           

1 HM Treasury is responsible for international debt policy.  It represents HM Government at the Paris Club, 
supported by UKEF and, as necessary, the Department for International Development. HM Treasury requires 
UKEF to recover the maximum amount of claims paid in a way that is consistent with the debt policies of HM 
Government and UKEF’s statute.   

 
2 For countries designated ‘Heavily Indebted Poor Countries (HIPCs)’, it is the policy of HM Government to 
forgive 100% of the debts if the debtor country successfully implements structural economic reforms. 
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country and through answers to Parliamentary Questions and responses to 
information requests made under the Freedom of Information Act. The further 
information now being published, and appended to this document, relates to the 
original amount of debt3

10 In order to collate the information about the original export contracts and 
claims paid that gave rise to the sovereign debts, and to establish the trade sectors 
to which they relate, UKEF has researched case files most of which were opened in 
the 1970s and 1980s when the insurance and guarantees for the export contracts 
were issued. It was found that some of the records were incomplete or missing. In 
addition, the IT systems that existed at that time were less sophisticated than 
modern systems which have also made difficult the task of information retrieval. As a 
result, a judgement has had to be made in some instances as to the precise nature 
of the goods and services that were supplied where source data was incomplete. 
However, based upon evidence available, the information being supplied is 
considered to be accurate to a reasonable degree. 

, i.e. the amount of the claims paid for each country. The 
information includes (i) countries where a Paris Club treatment has been agreed and 
amounts are still owed; (ii) countries that have not yet approached or received Paris 
Club treatment where there are sovereign debts outstanding; and (iii) countries 
where debt treatments took place outside of the auspices of the Paris Club.  
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3 It should be noted that the amount of original debt does not equate to amounts currently outstanding 
because some of the debts have been repaid (or forgiven) since the inception of the original bilateral 
agreements which for most countries were entered into many years ago. In the case of some 
countries, the amounts are larger because they have not serviced their debts for many years and 
interest has accrued.  

 
 










































	Explanatory Note to Parliament
	UKEF Data October 2012
	20121025172919940
	z




