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Thank you for your letter of ~4 Octcbet:..to..theBusiness Secretary on behalf of your
constituent, Mr Alec Gaines of 91/3 Henderson Row, Edinburgh, EH3 5BH about
Royal Bank of Scotland (RBS) investing in companies with links to cluster munitions.
I am replying as Foreign and Commonwealth Office (FCO) Minister responsible for
Counter Proliferation.

Let me first of all assure you and your constituent that the UK is fully committed to
the Convention on Cluster Munitions and is implementing its provisions. Globalising
the ban on Cluster Munitions is a stated priority in the Coalition Government
Agreement. This commitment is illustrated by our work to destroy the UK's stockpiles
of cluster munitions as quickly as possible. So far, the UK has destroyed over 60% of
our stockpile- which represents some 22 million sub-munitions. Under current plans
it is our intention to have destroyed all UK cluster munitions by the end of 2013,
some five years ahead of our deadline under the Convention.

The Cluster Munitions (Prohibitions) Act 2010 comprehensively implements in UK
law the prohibitions on the use, transfer, production and stockpiling of cluster
munitions which are set out in the Convention on Cluster Munitions. Financing and
investment are not mentioned in the Convention. Consequently, the concepts are not
mentioned in the UK's Cluster Munitions (Prohibitions) Act, which was faithfully
modelled upon the definitions and requirements of the Convention and thus enabled
us to ratify the Treaty.

During the passing of the Act it was, however, made clear that the direct financing of
cluster munitions production was captured by the Act's prohibitions on assisting a
prohibited act, and is therefore illegal as you correctly note.

The issue of indirect financing - such as the purchase of shares in or the provision of
loans to firms that may be involved in the manufacture of cluster munitions - is not
captured by the prohibitions of the Act. This is an issue for individual institutions to
consider under their own investment charters and social corporate responsibility



agendas. The Government will remain closely engaged with'the issue and I have
encouraged relevant Non-Governmental Organisations to work together with
financial institutions to find a mutually agreeable approach to indirect financing.
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