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Government Trading Act 1990

1990 CHAPTER 30

New provisions in connection with government trading funds

(1) For sections 1 and 2 of the Government Trading Funds Act 1973 (establishment of
funds and finance) there is substituted—

“1 Establishment of trading funds

(1) If it appears to any Minister of the Crown—

(a) that any operations of a department of the government for which he is
responsible are suitable to be financed by means of a fund established
under this Act (referred to in this Act as a “trading fund”) and, in
particular, to be so managed that the revenue of the fund would consist
principally of receipts in respect of goods or services provided in the
course of the operations in question, and

(b) that the financing of the operations in question by means of a
trading fund would be in the interests of the improved efficiency and
effectiveness of the management of those operations,

he may by order establish a trading fund for the operations in question as from
a day appointed by the order.

(2) The power to make an order under this section is exercisable only with
Treasury concurrence.

(3) Where a Minister of the Crown proposes to make an order in respect of any
operations (not being operations then financed by means of a trading fund)
and considers that—

(a) the operations in question consist substantially in the provision
of goods or services in the United Kingdom otherwise than to
departments of the government, and

(b) an opportunity to make representations to him should be given,

he shall take such steps as appear to him to be appropriate to give such an
opportunity to such persons as appear to him to be appropriate.

(4) An order establishing a trading fund shall designate either—
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(a) the National Loans Fund, or
(b) the responsible Minister,

as the source of issues to the fund by way of loan (referred to in this Act as
the “authorised lender”).

(5) Issues to the fund by way of loan by the responsible Minister shall be made out
of money provided by Parliament, and the right to repayment of such issues
ranks as an asset of the Consolidated Fund.

(6) An order establishing a trading fund for operations carried on by a person
appointed in pursuance of any enactment may provide—
(a) for the fund to be under the control and management of that person
instead of the responsible Minister and, accordingly,
(b) for this Act to have effect as if—

(i) the reference to the responsible Minister in section 3(1) of

this Act and the first reference to him in section 4(1), and
(i1) such other references in this Act to the responsible Minister
as may be specified in the order, where they are references to

him in the exercise of his function of controlling or managing
the fund,

were references to that person.

(7) In this Act—

“the funded operations”, in relation to a trading fund, means the
operations for which the fund is established,

“liabilities”, in relation to a trading fund, does not include liabilities
in respect of any amount issued to the fund under section 2B of this
Act,

“Minister of the Crown” means the holder of an office in Her
Majesty’s Government in the United Kingdom, and includes the
Treasury,

“order” except in section 2B(8) of this Act means an order under
this section,

“originating debt”, in relation to a trading fund, means any amount
remaining after any repayment or reduction of the amount which, by
virtue of section 2(3) and (4) of this Act, is the originating debt of
the fund, and

“the responsible Minister”, in relation to any operations of a
department of the government, means the Minister of the Crown
responsible for that department.

(8) References in this Act to the provision of services include—
(a) the provision of any authority required for carrying on any activity or
exercising any right, and
(b) the performance of any other functions in connection with the
regulation of any activity or right.

(9) References in this Act to a Minister of the Crown include Ministers acting
jointly, but an order may not designate more than one Minister as the
authorised lender.
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2 Assets and liabilities of funds

(1) Where any Minister of the Crown proposes to make an order establishing a
trading fund for any operations or to vary an order by extending the funded
operations—

(a) he shall with Treasury concurrence determine what Crown assets and
liabilities are properly attributable to the operations for which the fund
is to be established or, as the case may be, the additional operations
and are suitable to be appropriated to the fund, and

(b) the order shall provide for the assets and liabilities so determined to be
appropriated as assets and liabilities of the fund at values or amounts
determined by him in accordance with Treasury directions.

(2) The responsible Minister may from time to time, in the case of any trading
fund, with Treasury concurrence determine what additional Crown assets and
liabilities are properly attributable to the funded operations and suitable to be
appropriated to the fund and provide by order for the assets and liabilities in
question to be appropriated as assets and liabilities of the fund at values or
amounts determined by him in accordance with Treasury directions.

(3) Where an order establishing a trading fund provides for any assets and
liabilities to be appropriated as assets and liabilities of the fund—

(a) the amount by which the values of those assets exceed the amounts
of those liabilities, less

(b) any amount treated by virtue of the order as public dividend capital,

is originating debt of the fund and is to be treated as having been issued to the
fund under section 2B of this Act on the day appointed by the order.

(4) Where, in the case of a trading fund established under a previous order, an
order provides for any additional assets and liabilities to be appropriated as
assets and liabilities of the fund—

(a) the amount by which the values of those additional assets exceed the
amounts of those additional liabilities, less

(b) any amount treated by virtue of the order as public dividend capital,

is to be added to the originating debt of the fund and is to be treated as having
been issued to the fund under section 2B of this Act on the day appointed by
the order.

(5) The responsible Minister may with Treasury concurrence from time to time
by order provide, in the case of any trading fund, for any assets and liabilities
to cease to be assets and liabilities of the fund; but the power conferred by this
subsection is not exercisable where section 4A of this Act applies.

(6) Where the responsible Minister exercises the power conferred by
subsection (5) above, he may, in the case of any originating debt or public
dividend capital which he may with Treasury concurrence determine to be
properly attributable to the assets and liabilities in question—

(a) out of money provided by Parliament, repay the whole or part of the
debt or make a payment into the Consolidated Fund in reduction or
extinguishment of the capital, and
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(b) by order made with Treasury concurrence provide for the reduction or
extinguishment of any debt or capital remaining after the application
of paragraph (a) above.

(7) An order providing for any assets and liabilities to be appropriated as, or to
cease to be, assets and liabilities of a trading fund may describe the assets and
liabilities in general terms.

2A Public dividend capital

(1) An order providing for any assets and liabilities to be appropriated as assets
and liabilities of a trading fund may provide for any part of the amount by
which the values of the assets exceed the amounts of the liabilities to be treated
as public dividend capital of the fund.

(2) Where the responsible Minister—

(a) repays out of a trading fund before the due date any amount
outstanding in respect of the principal of any sums issued to the fund
by the authorised lender by way of loan, or

(b) pays any amount standing in the reserves of a trading fund into the
Consolidated Fund,

he may with Treasury concurrence issue out of money provided by Parliament
a corresponding amount to the fund as public dividend capital.

(3) Where any sum is issued to a trading fund under section 2B of this Act, the
responsible Minister may with Treasury concurrence pay out of the fund into
the Consolidated Fund a corresponding sum in reduction or extinguishment
of any public dividend capital.

(4) Public dividend capital ranks as an asset of the Consolidated Fund.

(5) For any financial year in which a trading fund has public dividend capital,
there shall be paid out of the fund into the Consolidated Fund such sums
(if any) by way of return on that capital and its reserves as the responsible
Minister may determine, with Treasury concurrence, having regard to any
balance in the fund at the end of that year and the amount of the balance which
appears to the responsible Minister and the Treasury to be in the nature of
distributable profit.

2B Borrowing by funds

(1) No amount shall be paid into a trading fund by way of loan except in
accordance with this section.

(2) Subject to subsection (6) below, the authorised lender may issue by way of
loan to a trading fund sums required for the funded operations.

(3) Sums issued under this section shall be repaid out of the fund on such terms,
and interest on them shall be paid at such variable or fixed rates and at such
times, as the Treasury may determine.

(4) A rate of interest for any amount so issued by the responsible Minister shall be
determined as if section 5 of the National Loans Act 1968 had effect in respect
of it and subsections (5A) and (5B) of that section shall apply accordingly.
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(5) In the case of any trading fund where the authorised lender is a Minister of the
Crown, repayment of any amount outstanding in respect of the principal of
any sum issued under this section (other than repayment before the due date)
may, with Treasury concurrence, be made to the Minister instead of into the
Consolidated Fund and applied by him as money provided by Parliament.

(6) The order establishing a trading fund shall specify the maximum amount that
may be issued under this section and the aggregate of amounts issued under
this section in respect of the fund (other than originating debt) shall not exceed
that amount, or that amount as varied by a subsequent order.

(7) The sum of the maxima in force in respect of all trading funds at any time
shall not exceed £2,000 million.

(8) The Treasury may by order made by statutory instrument increase or further
increase the limit in subsection (7) above by any amount, not exceeding
£1,000 million, specified in the order but not so as to make the limit exceed
£4,000 million.

(9) No order under subsection (8) above shall be made unless a draft of a statutory
instrument containing it has been laid before the House of Commons and
approved by a resolution of that House.”

(2) After section 4 of that Act (management and accounting) there is inserted—

“4A Operations ceasing to be funded

(1) This section applies where any operations for which a trading fund is
established are to cease to be funded operations (whether the operations
ceasing to be funded represent the whole or part of the funded operations
or are to cease altogether or be funded operations of another fund or, while
continuing to be operations of a department of the government, be financed
by other means).

(2) Where the operations ceasing to be funded represent only part of the funded
operations, the responsible Minister shall by order provide for such assets and
liabilities of the fund as he may with Treasury concurrence determine to be
properly attributable to the operations ceasing to be funded to cease to be
assets and liabilities of the fund.

(3) In the following provisions of this section, “debt” means any amount
outstanding in respect of the principal of or interest on sums issued under
section 2B of this Act and “originating debt” includes any amount outstanding
in respect of interest on such debt; and, where the operations ceasing to be
funded represent only part of the funded operations—

(a) references to assets and liabilities are to the assets and liabilities
ceasing to be assets and liabilities of the fund by virtue of an order
under subsection (2) above,

(b) references to debt, originating debt or public dividend capital are to
so much of any debt, originating debt or public dividend capital as the
responsible Minister may with Treasury concurrence determine to be
attributable to the operations ceasing to be funded.
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(4) If, in a case where the operations ceasing to be funded are to cease altogether,
the values of the assets of the fund exceed the amounts of the liabilities of the
fund, the excess shall be applied in accordance with subsection (6) below.

(5) If in any other case—
(a) itappears to the responsible Minister that any amount standing in the
reserves of the fund is surplus to any foreseeable requirements of the
funded operations, or

(b) the revenues of the fund for the last financial year exceed the total
sums properly chargeable to revenue account for that year,

the amount or excess shall be applied in accordance with subsection (6) below.

(6) The amount or excess in question shall be applied towards the following
objects (applying paragraph (a) before paragraph (b))—
(a) the repayment of debt, and

(b) payment into the Consolidated Fund in reduction or extinguishment
of any public dividend capital,

and if, where the operations ceasing to be funded represent the whole of the
funded operations, any balance remains after the amount or excess has been so
applied, the responsible Minister shall pay the balance into the Consolidated
Fund.

(7) The responsible Minister may out of money provided by Parliament repay
any debt remaining after the application of subsection (6) above or make a
payment into the Consolidated Fund in reduction or extinguishment of any
public dividend capital so remaining.

(8) Where the operations ceasing to be funded represent only part of the funded
operations, the responsible Minister may by order made with Treasury
concurrence reduce or extinguish any originating debt, or public dividend
capital, remaining after the application of the preceding subsections.”



