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As required by the Treasury, the proposals for inflows controls
have been brought to an advanced state of readiness and, by the end %4'

of next week at the latest, we expect them to be in a form suitable
for introduction at very short notice (i.e. within 48 hours of any
decision to go ahead) .

Copies of two Bank of England Notices, EC 1 and EC 82, which set out
the controls in detail are attached. (The controls would take
effect by publishing a "trigger" notice (entitled a commencement
notice) which would be issued at the same time as EC 1 and EC 82

and would establish the "operative date" referred to in the latter
notices - a copy of the latest proof of this notice is also attached.)

Essentially, the controls would restrict the ability of non-residents
of the scheduled territories* to place additional sterling funds in
the UK for the purposes of interest-bearing investment. Trade flows
would, however, be virtually unaffected.

As it is intended that the controls should be administered with a
minimum of additional official resources (perhaps a further 15 people
within the Bank, temporarily seconded from other duties, and no-one
extra at the Treasury) much of the work would be delegated to banks
Eiris. recognised under the Banking Act 1979, who would be named Exchange
2 &3 Control Agent Banks, and to Exchange Control Securities Agents, who

would consist of recognised banks, licensed deposit-takers and most

EC 1 * The scheduled territories would be redefined to comprise the UK,
para.4 Channel Islands and Isle of Man; the Republic of Ireland and
Gibraltar would not be included.
A
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SECRET 2

of the established groups of financial intermediaries which qualified
as Authorised Depositaries when outward controls were in existence

(solicitors and chartered accountants will, however, be excluded) .
The main ingredients of the controls are as follows -

EC 82 paras. (1) There would be a ban upon the payment of interest by

TR OERE recognised banks and licensed deposit-takers on any
increase in sterling deposits of non-residents, on or
after the operative date. Banks etc. would, however, be

- permitted, if they wished,lAI:o pay interest on all pre-zero

. funds, whether or not they had previously been interest-

5 bearing, and to reconstitute drawn down balances without

t the interest ban applying.

(@) it by on (ot Yy inbosns | (0 mdoto Smm ol ),

- EC 82 para.? (2) The National Savings Bank would be free to take deposits
without restriction and to continue paying interest to
non-resident depositors but the National Giro would be
subject to the same constraints as banks, as would all

EC 82 para.4 other bodies listed in Schedule 1 of the Banking Act 1979

. other than local authorities and building societies - a
copy of the Schedule is also attached for information.

] (It is necessary to exempt the National Savings Bank from

. the restrictions mainly because they have no easy means
of separately identifying non-resident depositors.)

EC 82 para.8 (3) Buildings societies and local authorities would be
prohibited from taking any additional sterling funds from

EC 82 paras. non-residents as would all other UK public and private
Arei sector bodies, companies and individuals (with the minor
EC 82 para.9 exception of members of commodity markets) .

EC 82 paras. (4) Non-residents would be prohibited, with effect from

10 & 11

the operative date, from acquiring any additional holdings
of

(a) British Government and Government guaranteed securities;

(b) local authority and public corporation securities;



SECRET 3

(c) Treasury bills;
(d) sterling certificates of deposit;

(e) stock or shares of companies, and units of unit trusts,
specialising in the investment of funds in the

securities listed in (a) to (d) above.

These securities would become "controlled securities".
Investors would be free to reinvest the proceeds of sale
of such securities held prior to the operative date in

EC 82 para.2l further controlled securities (there would also be minor

. exemptions for distributions under wills, trusts, etc.).

EC 82 paras. Monitoring these restrictions wouldrequire the re-introduction
-16 to 18

of the system of requiring the purchasers of stock to

complete residential declarations. There would also be
prohibitions on the export of certificates of title to

all controlled securities and a ban on any further conversions

of stock from registered to bearer form.

y (5) Non-residents wouldnot be allowed to acquire further
_EC 82 paras. commercial bills as investments (our powers in this
A24'25 329 respect are not all that satisfactory and we would be
mainly relying upon a request to the banks not to
. facilitate the acquisition of commercial bills by
non-residents for investment purposes, though this would
be backed up by a prohibition on payments by residents
to non-residents in respect of sale, discount or maturity
proceeds of bills acquired, on or after the operative date,
"other than in the normal course of financing international

trade") ,
EC 82 paras. (6) Agent banks (i.e. recognised banks) and those licensed
285829 deposit-takers which engage in foreign currency business,

will be permitted to take foreign currency deposits or
borrow foreign currency provided that they do not increase
any "switched in" position, or reduce any "switched out",
prevailing immediately prior to the operative date, nor
reduce an open "long" position in foreign currencies or

increase an open "short" position.



EC 82 para.27

EC 82 paras.
30 & 31

See commencement
notice

EC 82 para. 34

(7)

(8)

(9)

SECRET 4

Other residents of the scheduled territories would be
prohibited from borrowing foreign currencies from any
source except for certain specific purposes (permission
would be given for them to borrow foreign currency for
overseas investment, as commodity margins, for merchanting
transactions and for financing exports under the ECGD
fixed rate export scheme and, possibly, to finance other
exports, but not for other purposes).

International bodies, but not central banks, will be
totally exempted from the restrictions. We shall also be
giving specific exemptions to a small number of official
bodies outside the scheduled territories which are
required by local legislation to keep the bulk of their
funds in sterling assets (e.g. the Gibraltar Note Security
Fund) .

|

In parallel with these restrictions, "statistical banks"
(i.e. those banks and financial institutions which have
agreed to conform to the Bank's reserve and credit

control requirements and to provide statistics) would be
required to make non-interest-bearing special deposits
with the Bank equal to any increase in their non-resident
sterling liabilities from the operative date (in accordance
with the terms of the scheme agreed with the banks in 1972,
though it was then envisaged that the deposits should

bear interest at market rates).

At the same time those recognised banks and licensed
deposit-takers which are not yet statistical banks will
be told that, at a time other banks were subject to
constraints, they would not be expected significantly

to increase their non-resident sterling business.

e ca

Financial Structure and Institutions Division
14 November 1980

D A C Nendick (4761)
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Exchange Control Act 1947

Notice to

Exchange Control Agent Banks,
Exchange Control Securities Agents
and to other persons concerned

Exchange Control Agent Banks
Exchange Control Securities Agents
Scheduled Territories

Determination of Residence

L
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This Notice is issued by the Bank of England to draw attention in convenient
form to the law contained in the Act and Treasury Orders made thereunder, and (by
virtue of powers delegated by HM Treasury under Section 37 of the Act) to give
certain authorities and directions. It should be construed accordingly.

References to any other Notice issued by the Bank of England should be read
as referring to the issue of that Notice in force at the time.




Exchange Control Act 1947

Notice to

Exchange Control Agent Banks,
Exchange Control Securities Agents
and to other persons concerned

T
Inflows o (\\/

This Notice is issued by the Bank of England to draw attention in convenient
form to the law contained in the Act and Treasury Orders made thereunder, and (by
virtue of powers delegated by HM Treasury under Section 37 of the Act) to give
certain exemptions, permissions, consents, authorities and directions. It should
be construed accordingly.

The Scheduled Territories now comprise only the United Kingdom, the Channel
lslands and the Isle of Man. References in this Notice to residents should be read
as meaning individuals, firms or companies who, for Exchange Control purposes,
are resident in the Scheduled Territories and include, in relation to businesses,
head offices or branches situated in the Scheduled Territories. References to non-
residents should be read as meaning individuals, firms or companies who, for
Exchange Control purposes, are resident outside the Scheduled Territories and
include, in relation to businesses, head offices or branches situated outside the
Scheduled Territories.

References to any other Notice issued by the Bank of England should be read
as referring to the issue of that Notice in force at the time.

Permissions given in this Notice are subject to the condition that they shall not
apply in any case where it is so directed by or on behalf of HM Treasury.




Introduction . :
This Notice EC 82 should be read in conjunction with the Notice EC 1 and the
Commencement Notice to EC 1 and EC 82 which notifies the operative date”.
HM Treasury have revoked the Exchange Control (General Exemption) Order
1979 and made new Orders under the Exchange Control Act 1947. The effect
of the new Orders is that transactions prohibited by the Act require permission
except insofar as they are covered by total or partial exemptions. The transactions
which are not exempted are those which are conducive to the inflow of funds
into the United Kingdom. This Notice and the Notice EC 1 set out the exchange
control arrangements being introduced to control such inflows. This Notice
gives the new rules affecting :

(a) banks in the United Kingdom (including the Channel Islands and the
Isle of Man) and other residents who hold sterling accounts or sterling
balances or who are concerned with transactions for and with non-
residents in certain securities, described in the Treasury Orders as
“controlled securities”, and certain financial instruments ;

(b) borrowing by residents of sterling from non-residents or foreign currency
from any source.

The Notice EC 1 provides information about Exchange Control Agent Banks,
Exchange Control Securities Agents, the Schedul Territories and Deter-
mination of Residence.

The following new Treasury Orders come into effect on “the operative date” (the
full titles of the Orders include the year in which they are made—see the
Commencement Notice to EC1 and EC82) :
(a) The Exchange Control (General Exemption) (Revocation) Order
(b) The Exchange Control (Scheduled Territories) Order
(c) The Exchange Control (Gold and Foreign Currency) Order
(d) The Exchange Control (Payments and Credits) Order
(e) TheExchange Control (Securities) Order
(f) The Exchange Control (Prescribed Evidence) Order
(g; The Exchange Control (Import and Export) Order
The Exchange Control (Miscellaneous Exemptions) Order

A number of transactions are wholly unaffected by the new restrictions and can

continue to be carried out freely. These include :

(a) the purchase and sale of foreign currency (but see paragraph 28 for re-
strictions on the dealing positions of banks) ;

(b) payments for goods or services ;

(c) transactions in ordinary shares unless they are included in the definition
of controlled securities (eg, investment trusts whose principal business
consists of portfolio investment in controlled securities)—see paragraph 10;

gdg transactions in foreign currency securities ; A

e) the lending of foreign currency by residents to non-residents ;

(f) transactions in gold coin and gold bullion. ;

No authorised dealers in gold or foreign currenc i
a y have been appointed and
ng;tlor} 2 of the Exchange Control Act 1947 is not operative so that there is no
ol |glat[on to offer gold or foreign currency for sale thereunder ; it is not operative
in relation u; gold by virtue of an exemption or in relation to foreign currency
be ause no foreign currency has been specified. Section 3 also is not operative.
pacnrlzs’:{;ctrlgé\esiee%er?uve under Sgg(vons 5, 6 and 7 do not affect the recording of
" rom non-residents for the provision of goods or services.
g::‘mgg :e%ul;fg(\jﬂeravl’\llglcshe(t;t‘g de1pgsit of certificates of title tg certain securities
, ! lon 16 are not operative. Section 23, concerni
‘?_:yér':er;tr efo(rzoe'ﬁg?er::, .lasngottj operg{n_:e blecause no territory has been pres‘.::r'iblgdg
e ar ‘) nconditional exemptions in respect i i
prohibitions imposed by Sections 4(4), 21, 24, 25, 28, 29 par::d g(f) g;ntlﬁ: /ig?

Non-Resident Sterlin i
o o non-residentgs Accounts and sterling balances

General

Permission under the Exchange Control Act 1947 is re

the Scheduled Territories to the credit of non-reside i o s pist g

nts of loans or deposits
2

d from non-resid on or after “the operative date”” and interest on
loans or deposits from non-residents, whenever received. Permission is also
required for payments by residents of interest on all loans and deposits from
non-residents, whenever received, and the crediting in the Scheduled Territories
or payment of sums otherwise due in connection with the acceptance or
retention of such loans and deposits, except by way of repayment of principal.
Subject to the terms of paragraphs 5 and 6 below, the necessary permissions
are hereby given for Exchange Control Agent Banks, institutions from time to
time granted a licence to carry on a deposit-taking business within the meaning
of the Banking Act 1979 (referred to henceforth in this Notice as “licensed
deposit takers”") and institutions and persons from time to time listed in Schedule 1
to the Banking Act 1979 (excluding Building Societies and local authorities—
see paragraph 8) to place sterling received, as from the opening of business on
“the operative date”, from residents and non-residents to the credit of accounts
of non-residents (“Non-Resident Sterling Accounts”), including additions to
sterling balances already held for non-residents. Any other resident (excluding
Building Societies, local authorities and members and clearing houses of
commodity markets—see paragraphs 8 and 9 below) who wishes to take
sterling deposits from non-residents must apply to the Bank of England for
permission under the Exchange Control Act 1947. Sterling deposits and
balances held for non-residents may be repaid at any time.

Payment of interest to non-residents

Where a balance on a Non-Resident Sterling Account or any other balance held
for a non-resident exceeds, after the opening of business on “the operative
date”, the level at which the balance stood at the opening of business on “the
operative date”, no interest may be paid on the excess amount except with the
permission of the Bank of England. Interest may continue to be paid on
balances held as at “the operative date” but the rate of interest payable on
such balances may not be increased to compensate for the loss of interest on
the excess; nor may any other payment be made for this purpose.

Increased rates of interest on such balances may be paid by banks or institutions
only if they do not exceed the rates payable by them on comparable resident
accounts. Where a number of different sterling accounts are held by one bank or
institution for the same non-resident customer, the excess on which interest may
not be paid (see paragraph 5 above) is the amount exceeding the aggregate of all
that customer's accounts with the bank or institution concerned taken together
as at the opening of business on “the operative date”. For the purpose of this
calculation, debit balances should be ignored. Subject to the foregoing and to
the provisions of paragraph 5 above, interest may be paid on an existing
current account not formerly earning interest, all or part of a balance on a
current account may be transferred to a deposit account and the terms of a
deposit may be amended. In all cases, however, the rate of interest must
conform with the terms of this Notice.

National Savings Bank
Permission is hereby given for the National Savings Bank to pay interest on balan-
ces held for non-residents in excess of the amounts held as at “‘the operative date”.

Building Societies and local authorities

With effect from “the operative date”, Building Societies and local authorities
may not take further deposits from non-residents (except under Save-as-you-
earn contracts which Building Societies have entered into before “the operative
date”). Building Societies and local authorities may continue to maintain
accounts of non-residents which were opened prior to “the operative date”
but, for the time being, such accounts may be credited only with interest
accruing on the accounts. Notwithstanding these restrictions, however, a
Building Society or local authority may effect any transfer between different
types of accounts held for the same non-resident depositor. Deposits and
balances held for non-residents may be repaid at any time.

Sterling margins in commodity market transactions

The necessary permissions are hereby given for members and clearing houses
of commodity markets to accept required margins [ie, initial margins
(“deposits”), difference or variations margins and additional margins] to be
held in sterling to cover existing and new sterling contracts undertaken for

3
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non-residents. Permission is also given for membt_ars and clurln_g housgs of
commodity markets to pay interest on such margins to non-resident clients.
Any other sterling balances (including any sterling to cover foreign currency
contracts—see also paragraph 30) held for non-residents by members and
clearing houses of commodity markets must be segregated from required margins
and held subject to the terms of paragraphs 5 and 6 above. The rate of interest
on required margins may not be increased to compensate for losses on these
sterling balances nor may any other payment be made for this purpose. Sterling
margins and any other sterling balances held for non-residents may be repaid

at any time.

The acquisition of controlled securities by non-residents

General .

The expression “controlled securities”, is.defined in the Exchange Control

(Securities) Order , to mean the following securities :

(i) securities denominated in sterling issued by Her Majesty’'s Government
in the United Kingdom, the Government of Northern Ireland or the
Government of the Isle of Man, including Treasury Bills;

(i) securities denominated in sterling the payment of interest on which is
guaranteed by Her Majesty’s Government in the United Kingdom or the
Government of Northern Ireland;

(iii) securities denominated in sterling issued in the United Kingdom by any
local authority, public authority or nationalised industry or undertaking in
the United Kingdom;

(iv) Certificates of Deposit denominated in sterling ;

(v) units in an authorised or unauthorised unit trust resident in the Scheduled
Territories whose trust deed or instrument permits investment of more
than 50 per cent. of the value of the trust fund assets in any securities
referred to in sub-paragraphs (i), (ii), (iii) or (iv) above or in sub-
paragraph (vi) below or in units in other unit trusts which are controlled
securities by virtue of this sub-paragraph;

(vi) stock or shares in any company resident in the Scheduled Territories whose
principal business is portfolio investment in securities referred to in sub-
paragraphs (i) to (v) above and whose assets (including the assets of its
subsidiaries within the meaning of the Companies Act 1948) consist as
to more than 50 per cent. by value of securities referred to in sub-
paragraphs (i) to (v) above or stock or shares in other companies which
are controlled securities by virtue of this sub-paragraph. (See also the
Note to paragraph 11.)

With effect from “the operative date”, except for transactions entered into prior
to that date, the issue to non-residents or their nominees of controlled securities,
or the transfer from residents to non-residents or their nominees of such
securities, irrespective of the maturity date and whether or not there is a fixed
maturity date, is prohibited unless the subscription or consideration monies
derive from the sale or redemption proceeds of an existing non-resident holding
of such securities. Where this condition is satisfied, but subject also to the terms
of paragraphs 12-23 below, permission is hereby given for the issue or transfer
to non-residents or their nominees of controlled securities.

Note. The Exchange Control (Securities) Order exempts from the
prohibition referred to in this paragraph any transfer of stock or shares in a
company if the transferor and the person (if any) for whom he is a nominee do
not know and have no reasonable cause to suspect that the assets of that
company and its subsidiaries consist as to more than 50 per cent. by value of
controlled securities. 4

Conversions of controlled securities are not affected. Wh
\ 2 . Where the terms of the con-
\ézl;:’on offer a_llr:w {orhpar’t ofdthe cgnsxdera‘ion to be in cash and there is a delay
een receipt of the funds and reinvestment, no i i
Detwesniracl - interest may be paid on

The restrictions described in paragraph 11 do not appl i i

e { . to National
Certificates, Premium Savmg_s Bonds, Save-as-you-egfnycontracts maisr::;illqus
by the Department for National Savings or to Ulster Savings Certificates.

4
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Except in the specific es set out in paragraph 21, permission will not
normally be given for the export in bearer form of any controlled securities.
Permission is hereby given to Exchange Control Securities Agents to arrange
for the export of certificates of title to registered controlled securities
beneficially owned by non-residents. All exports of controlled securities should
be accompanied by a written declaration made by, or on behalf of, an Exchange
Contrql Securities Agent (or, in the case of a transfer of a controlled security
authorised under the terms of paragraph 21, by a written declaration made by,
or on behalf of, an Exchange Control Securities Agent, solicitor, advocate
or écrivain) to the effect that the export of the security(ies) is in accordance
with the terms of this Notice.

To facilitate the acceptance of their signatures and stamps, Exchange Control
Securities Agents s[!ould indicate the classification under which they derive
their authgnty, eg, “Exchange Control Agent Bank”, “member of The Stock
Exchange”, etc. (see paragraph 3 of the Notice EC 1).

Issues, transfers and the registration of controlled securities

Except with permission (see paragraph 18), no issue or transfer of controlled
securities, or registration of controlled securities transferable by delivery of bearer
certificates, may be effected without one of the following declarations which
must be made in writing to the person issuing the security and/or to the person
concerned with keeping the register:

Either (i) “'I/We, the person(s) to whom these securities are to be
;onbﬁ s'lgned by, or on issued or transferred or in whose name(s) these securities
Dohalt ot meperson(s)lo are to be registered am/are resident in the Scheduled
y is to be P i P

fstladlor fanstetied e i, Territories and am/are not acquiring these securities as
whose name(s) it is to be nominee(s) for any person(s) resident outside the
1‘e7g|s(eied—see paragraph Scheduled Territories.” ;

Or (ii) “The person(s) to whom these securities are to be issued
To be signed by, or on or transferred or in whose name(s) these securities are to
‘é""al"lg" ’T‘“;’f"::l“ be registered is/are resident outside the Scheduled
sou paraoraph 17, " Territories or acting as nominee(s) for a person or

persons so resident and either:

(a) the consideration monies which have been or will
be paid for the issue or transfer of these securities
have been or will be derived from the proceeds of
sale or redemption of “controlled securities” within
the meaning of the Exchange Control (Securities)
Order beneficially owned by a person resident
outside the Scheduled Territories; or

(b) the transferor in transferring these securities is
acting as nominee for a person resident outside the
Scheduled Territories or is resident outside the
Scheduled Territories and is the beneficial owner of
these securities ; or

(c) the holder of these securities (which are transferable
by delivery of a bearer certificate) holds them on
behalf of the person(s) in whose name(s) they are
to be registered.”

The declaration referred to in paragraph 16(i) above must be signed by, or
on behalf of, the person(s) to whom the security is to be |S§ued or transferred
or in whose name(s) it is to be registered. The declaration referred to in
paragraph 16(ii) above must be signed by, or on behalf of, an Exchange
Control Securities Agent.

Notwithstanding the terms of paragraphs 16 and 17 above, permission is
hereby given for issues and transfers of registered controlled securities, without
the delivery of either of the declarations referred to in paragraph 16, subject
to the condition that an Exchange Control Securities Agent is satisfied
that the facts are such that the appropriate declaration can be properly made
and the relative application or transfer form bears the stamp and signature of
that Exchange Control Securities Agent (see paragraph 15). The person issuing
the security and/or the registrar may accept such a stamp and signature in lieu
of the prescribed evidence.
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Permission is required under Section 10 of the Exchange Control Act 1947 for
the issue of any ‘bearer certificate or coupon lating to

Permission under that Section is hereby given, subject to the terms of paragraphs
16-18 above, for the issue of letters of allotment in respect of controlled securities
but not for the issue of bearer certificates in exchange for registered holdings
of controlled securities; such permission will not normally be given. Sterling
Certificates of Deposit may likewise be issued subject to the terms of paragraphs
16-18 above. Permission will not normally be given for the export in bearer
form of any controlled securities—see paragraph 14.

Permission is required for any resident to do any act whereby, without the
need for any entry in a register, the beneficial ownership of a controlled
security, whether in registered or in bearer form, passes to a non-resident.
Permission is hereby given for any Exchange Control Securities Agent to
arrange or approve such changes in beneficial ownership from resident to
non-resident, provided that in each case that Exchange Control Securities
Agent is satisfied that the consideration monies which have been or will be
paid have been or will be derived from the proceeds of sale or redemption of
controlled securities within the meaning of the Exchange Control (Securities)
Order beneficially owned by a person resident outside the Scheduled
Territories. Permission will not normally be given for the export in bearer form
of any controlled securities—see paragraph 14.

Notwithstanding the terms of this Notice, Exchange Control Securities Agents
and solicitors® resident and practising in the Scheduled Territories may
authorise the transfer and export (see paragraph 14) of any controlled
securities to non-residents in accordance with the terms of :

(a) wills or arising out of intestacies of persons who were resident at the
time of their death; or, :

(b) trusts set up under wills or intestacies of persons who were resident at
the time of their death; or,

(c) settlements inter vivos created before “the operative date” by persons who
were resident at the time of the making of the settlements, provided that
there has been no enlargement of the settlement concerned on or after
“the operative date”.

Recording of addresses by registrars

Registrars may, without formality, in respect of holdings of controlled securi-
ties, record addresses outside the Scheduled Territories which are in substitu-
tion for other addresses outside the Scheduled Territories or record addresses
in the Scheduled Territories which are in substitution for any address, whether
in or outside the Scheduled Territories. They may also record addresses outside
the Scheduled Territories where the declaration referred to in paragraph 16(ii)
is given by, or on behalf of, an Exchange Control Securities Agent (or the
relative subscription application or transfer form bears the stamp and signature
of an Exchange Control Securities Agent—see paragraph 18) or where it is
evident that a transfer has been authorised under the terms of paragraph 21.
In any other case of a holding of controlled securities where a registrar is
requested to record an address outside the Scheduled Territories and that
address is in substitution for an address within the Scheduled Territories,
permission is hereby given for the new address to be entered in the register,
subject to the registrar having first obtained written confirmation from an
Exchange Control Securities Agent to the effect that the beneficial owner of
the securities is non-resident.

Transfers between registers

Permission is required for a controlled security which is registered in the Scheduled
Territories to be transferred to a register outside the Scheduled Territories ; such
permission will not normally be given. Persons concerned with the keeping of
registers in the Scheduled Territories may make entries in such registers in
respectof :

*In this paragraph “solicitors” should be read to include advocates practising in the Isle of Man and advocates
and écrivains of the Royal Courts of Jersey and Guernsey practising in the Channel Islands being in each case
persons resident in the Scheduled Territories.

24
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(a) any transfer of a controlled security from a register in the Scheduled
Territories to another register in the Scheduled Territories ; or,
(b) ‘arny transfer of a controlled security from a register outside the Scheduled
erritories to a register in the Scheduled Territories

where the name(s) and address(es) of th i
security is to be registered remainsghe)saomet. e o R

Bills of exchange, promissory notes and similar financial
|nst|fumgn1_:s denominated or payable in sterling
The financial instruments which are affected by the Exchange Control (Payments
and Credits) Order comprise any of the following instruments denominated
or payable in sterling :
(i) any bill of exchange (excluding cheques, but not other sight bills of
exchange, and excluding banker’gé draefgs); | 3

(ii) any promissory note (excluding bank notes and currency notes) ; and

(iii) any other instrument which confers or evidences a right (whether conditional
or unconditional) to be paid or to obtain, or to draw on any person for, a
sum of money with or without interest, being a right capable of being

o ;(ansfevved bm delivery of the instrument with or without endorsement
including any such instrument which is governed by the law of a count
outside the Scheduled Territories. With effe%t from "thg operative date”, exce:rxyt
as permitted in paragraph 25, payment to or for the credit of non-residents or by
order or on behalf of non-residents of sums representing the sale, discount or
maturity proceeds of such instruments is prohibited nor may any such sums be
placed to the credit of non-residents.

Permission is hereby given for payments to or for the credit of non-residents in
respect of postal orders, money orders, Post Office warrants and warrants issued
by the Director of Savings, dividend warrants and redemption warrants and
warrants issued by the Paymaster General. Exchange Control Agent Banks are
also given permission to make payments on their own behalf to, and to autho-
rise payments by other residents to, non-residents and to place sums to the
credit of non-residents in respect of the sale, discount or maturity proceeds of
any bill of exchange or promissory note which, to the best of the belief and
knowledge of the bank concerned, has been:

(a) continuously owned by a non-resident since “the operative date”; or
(b) acguired by a non-resident in the normal course of financing international

trade.

The purpose of the restrictions in paragraph 24 and of the permissions given in
paragraph 25 is to deter the acquisition by non-residents of sterling bills of
exchange, promissory notes and other similar instruments as investments.
Exchange Control Agent Banks and other intermediaries are asked not to make
such sterling instruments available to non-residents in circumstances where
this purpose would be defeated.

Borrowing by residents of foreign currency

from any source and of sterling from

non-residents

New borrowing

With effect from “the operative date”, no resident may, except with permission,

take foreign currency deposits or borrow foreign currency, for any purpose,

from any person. Permission is also required for the placing in the Scheduled

Territories to the credit of non-residents of sterling loans or deposits received

from non-residents on or after ““the operative date”.

Permission is hereby given to Exchange Control Agent Banks to take foreign

currency deposits or borrow foreign currency from any source on any day

provided that in each case the Exchange Control Agent Bank has not at the

close of business on any day since the day preceding “the operative date”:

(a) increased the amount of its spot liabilities covered by forward assets in all
foreign currencies taken together (ie, switched in on a covered basis) ; or

(b) reduced the amount of its spot assets covered by forward liabilities in all
foreign currencies taken together (ie, switched out on a covered basis) ; or
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(c) reduced the amount by which its assets both spot and forward in all
foreign currencies taken together exceed its liabilities both spot and
forward in all foreign currencies taken together ; or

(d) increased the amount by which its liabilities both spot and forward in all
foreign currencies taken together exceed its assets both spot and forward
in all foreign currencies taken together

except to the extent that this arises from the completion of contractual

obligations outstanding at the close of business on the day preceding “the

operative date”.

Permission, similar to that given in paragraph 28 to Exchange Control Agent
Banks, has also been given by letter to certain “licensed deposit takers” which
deal in foreign currency on a scale sufficient to warrant the granting of such
permission.

Permission is hereby given for members and clearing houses of commodity
markets to accept required margins [ie, initial margins ("‘deposits”), difference
or variations margins and additional margins] in foreign currency to cover
existing and new foreign currency contracts undertaken for non-residents (for
similar permissions relating to sterling contracts, see paragraph 9). Interest on,
and repayment of, foreign currency margins may be made in foreign currency
atany time.

Permission will normally be given to residents who apply to borrow foreign
currency from any source for the purpose of financing investments outside
the Scheduled Territories or for the purpose of acquiring assets denominated
in foreign currency. Application should be made in the first instance to
Exchange Control Agent Banks who are hereby authorised to give such
permissions provided they are satisfied that the applicant intends to use the
foreign currency for one of the purposes stated in this paragraph and the applicant
makes a written declaration to that effect. Cases of doubt should be referred to
the Bank of England. Interest payment on, and repayments of, such loans may
be made in foreign currency at any time.

Applications for residents to borrow foreign currency for other purposes may
be made to the Bank of England but permission is unlikely to be given where
the borrowing is required solely for domestic purposes. Permission will not
normally be forthcoming in respect of the borrowing by residents of sterling
from non-residents which has not been provided for in this Notice.

Existing borrowing

Permission is hereby given for residents with borrowing outstanding as at
“the operative date”” in foreign currency from any source or in sterling from
non-residents to pay interest on such loans on such terms as have been agreed
with the lender prior to the date of this Notice. Such loans may be repaid
at any time.

International organisations

TI\'lhe.following international organisations are exempt from the provisions of this

otice:

A (i) The European Economic Community
(ii) The European Coal and Steel Community
(iii) The European Atomic Energy Community
(iv) The European Investment Bank.

B The United Nations and the specialised agencies thereof (including The
International Monetary Fund and The International Bank for Reconstruc-
tion and Development).

C (i) The International Development Association

(ii) The International Finance Corporation
(iii) The Caribbean Development Bank

(iv) The Inter-American Development Bank
(v) The Asian Development Bank

(vi) The African Development Fund.

Bank of England
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STRieTL CONFIDENTIATL UNLESS AND UNTIL

COMMENCEMENT NOTICE TO EC1AND EC 82 PUBLISHED

Exchange Control Act 1947

i
Notice to B ’l
Exchange Control Agent Banks, ar
Exchange Control Securities Agents -7 NOV 1980 _
and to other persons concerned o s
Inflows

Date of commencement

This Commencement Notice is issued today to bring into operation the
provisions of the Notices EC 1 and EC 82, with which it is being distributed.

In the Notices EC 1 and EC 82, the expression “the operative date” means
the date of this Notice.

The following Treasury Orders are now in operation :

(a) The Exchange Control (General Exemption) (Revocation) Order 1980
(b) The Exchange Control (Scheduled Territories) Order 1980

(c) The Exchange Control (Gold and Foreign Currency) Order 1980

(d) The Exchange Control (Payments and Credits) Order 1980

(e) The Exchange Control (Securities) Order 1980

(f) The Exchange Control (Prescribed Evidence) Order 1980

(g) The Exchange Control (Import and Export) Order 1980

(h) The Exchange Control (Miscellaneous Exemptions) Order 1980.

Where, in the text of the Notice EC 82, reference is made to any of the new
Treasury Orders, the figures “1980" should be inserted after the word “Order” ;
the paragraphs concerned are those numbered 2, 10, 11, 16, 20 and 24.

Reference to the Bank of England
In any case of difficulty, enquiries may be made to the Bank of England either)

in writing to Room B, Exchange Control, Bank of England, New Change,
London, EC4M 9AA, or by telephone (01-601 4136/4359/4404/4229).

Supplies of Notices

Further supplies of this Notice and of the Notices EC 1 and EC 82 can be obtained
from the address referred to in paragraphﬂ’.é_

Miscellaneous

The Notice EC 84 dated 24 October 1979 and Supplement No. 1 thereto
are cancelled. Those parts of that Notice and Supplement which are still
relevant are reproduced in paragraphs #and$-for guidance. 9 L ro

Because of the provisions in Part Il of Schedule 11 to the Finance Act 1974,
which reduce liability to stamp duty on certain transactions by persons resident
outside the Scheduled Territories, it remains necessary to continue the appoint-
ment of Authorised Depositaries under the Exchange Control Act 1947 until
alternative provisions can be enacted. Such Authorised Depositaries have no
exchange control functions unless they are Exchange Control Securities
Agents (see paragraph 3 of the Notice EC 1).

Any application that may be necessary in respect of validation under Section
18 of the Act may be submitted to the Bank of England.
Bank of England
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