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I attach PUS's Directive on the employment of agents and the
payment of commissions, amended as recently agreed in the lirht of

correspondence between PUS and C and AG.

Thls Dlr‘ect1'J0 r(‘p) neen

that 1ssued to you under PUS's minute of 9th June 1976.

t 2. PUS has sent a copy of the amended Directive to the Chnirman
. of Millbank Technical Services, asking that the staff of MP? should

be guided

by it.

1977 | J F HOWE .

23 August

PS/PUS
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| DIRECTIVE FROM PUS TO HDS "

The general priﬁciples of conduct for all public gervants,
whether uniformed or.ciVilian, are laid down in relevent manuals
(eg Queen's Régulatibns, Non=Industrial Civilian Staff Regulations)
and apply to a11 Hob‘aerVanta in whatever capacity they may be 3
employed. - - "] o i
2 In view of the ourrent interest in the general subject of
special commisslone and similar errangements in relation to
commercial and business deals and the importanca of maintaining
strict standards 1n the Defence Sales field for which we are
publiecly aocountable, there is a need fof some gpecial guidance
which should be followed by Defence Sales Staff in this difficult - '
and seneitive area. It will be for you to decide the details of
arrangementa tq be,made ‘within this guidance,_consulting me in §
difficult or ébnbrhél pases. | k

30 Although there maylwell be politicel end strategic returns %
" from Defence Sales hhe object is primarily to produce economic '
venefits by 1mproving the UK balance of payments, providing |
employment and, where equipment is used vy the UK forces as well
as being exported, by reducing the unit costs of such equipment
with benefit o the Defence Budget. Against this background, staff
~of the Defence‘Saléé Organiaation are to také péftioular care %o

dbserve the follow;ng principles:

as Public money is not to be used for 1llega1 or improper
purposes.;
"D Offic{als muat not engege in, or encourage, illegal or
A; 1mproper actmona- this requirement coverslrelatione
wlth repreeentatlves of United Klngdom firms as well as

 with nationale of other countries:
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.‘;3 G Defence Sales are to avoid 80 far as possible the direct

' Jemployment of agentsa If agents must be employed thent

_.(l) The agent should be reputable in the area in which he
©'is Operatlng. |
'ch) The fee or commission paid to an agent should not in
"f ¢; ' ‘;{Yany‘oasé_éxceed the normal level for the area; and
o :"~tfi wh6fe th§ £ee or commission is 10 per cent or more,
. ff_ﬁor where, though it is less than 10 per cent, the total
”%i paymént would appear excessive in relation to the
'!Qiﬁlawful and prOper work which the agent undertakes in
liithe area in whiOh he operates, the agent should not be

B ,engaged.without reference to me.

4, The sﬁme prinéibles are to be observed in respect of
arrangements made by Mlllbank Technical Services when acting on
behalf of NOD. Arrangementa may also be necessary in the context
of Governmenb-to-Government deals where MOD is in a back-to-back
relationship wlth_a United Kingdom firm. In such cases staff of the
DSO should be generally guided, a8 appropriate, by the principles
set out in paragraph 3. Additionally, in thoée'cases when the UK
firm seeks MOD'aﬁthority for a fee or odmmissién to be included in
~the pricé, theVDSO should obtain assurances in writing from the UK
firm concerned tﬁétx
@&+ The agents to whom the payments are made are reputable
- companieé or individuals. o
.18 _The flrm regard the agents' services as prov1ding an

'adequate?return for the payments which are made to them; and
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¢s To the beat'of‘the firm's knowledge the appropriate
suthorities in the customer Government accept bthe

position of the agents in relation to the contract.

5. In all the above what is "illegal" or "improper" will depend
in the 1éet reéort on the law and practice of the country or
countries conoerned, and it ia for the foreign government to
determine what are acceptable standards within its jurisdiction.,
But where theae etandards are less reatrlctlve than those applied

within the UK, any relaxation of UK atandarda should be applied by
us with Ereat oaution.'M gf» - S
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