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Annex

FI NANCI AL REGULATI ONS OF THE | NTERNATI ONAL SEABED AUTHORI TY

I ntroductory note

The United Nations Convention on the Law of the Sea entered into force
on 16 Novenber 1994. On 28 July 1994, the General Assenbly of the United
Nati ons adopted the Agreement relating to the Inplenentation of Part Xl of the
United Nations Convention on the Law of the Sea of 10 Decenber 1982. The
Agreenment has been provisionally applied since 16 Novenber 1994 and entered
into force on 28 July 1996.

According to the Agreenent, its provisions and Part Xl of the Convention
shall be interpreted and applied together as a single instrunent; these
Regul ati ons and references in these Regulations to the Convention shall be
interpreted and applied accordingly.

Adj ustnents and additions to these Regul ations will be needed when the

Aut hority has sufficient incone to neet its administrative expenses from
sources other than assessed contributions of the nmenmbers of the Authority.

Regul ation 1

Applicability

1.1 These Regul ations shall govern the financial administration of the
I nternational Seabed Authority.

1.2 For the purpose of these Regul ations:

(a) “Agreenent” neans the Agreenent relating to the |Inplenmentation of
Part Xl of the United Nations Convention of the Law of the Sea of 10 Decenber
1982;

(b) “Aut hority” neans the International Seabed Authority;

(c) “Convention” nmeans the United Nations Convention on the Law of the
Sea of 10 Decenber 1982

(d) “menber of the Authority” neans:
(i) any State Party to the Convention; and
(ii) any provisional nenber;

(e) “Secretary-General” neans the Secretary-Ceneral of the
I nternational Seabed Authority.

Regul ation 2
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The financial period

2.1 The financial period shall consist of two consecutive cal endar years.
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Regul ation 3

The budget

3.1 The proposed budget for each financial period shall be prepared by the
Secretary- CGeneral .

3.2 The proposed budget shall cover inconme and expenditures for the
financial period to which they relate and shall be presented in United States
dol | ars.

3.3 The proposed budget shall be divided into parts and sections and, when
appropriate, programmes. The proposed budget shall be acconpani ed by such

i nformati on annexes and expl anatory statenments as may be necessary for the
consi deration of the budget, including a statement on the main changes in the
content in conparison with the previous financial period, as well as its
programmati ¢ contents where applicable, and such further annexes or statenents
as the Secretary-General nmay deem necessary and usef ul

3.4 The Secretary-General shall, in the second year of a financial period,
submit his proposed budget for the followi ng financial period to the Council
which shall submit it to the Assenbly, together with its recomendati ons
thereon. The Secretary-General shall transmt his proposed budget to the
menbers of the Finance Committee at |east forty-five days prior to the neeting
of the Finance Committee at which the proposed budget is to be considered.

The proposed budget shall be transmitted to all nmenbers of the Authority at

| east forty-five days prior to the opening of the session of the Council and
the Assenbly.

3.5 The Fi nance Conmittee shall prepare a report for the consideration of
the Council on the budget proposed by the Secretary-General, containing the
recomendati ons of the Finance Committee.

3.6 The Council shall consider the report of the Finance Committee and
submit the proposed budget to the Assenbly, with any recommendati ons. The
Assenbly shall consider and approve the budget for the follow ng financia
period submitted by the Council, on the understanding that the budget for the
financial period will be appropriated annually in accordance with the
Conventi on.

3.7 Deci sions by the Assenbly and the Council on the adm nistrative budget
of the Authority shall take into account the reconmendati ons of the Finance
Conmittee.

3.8 Suppl ement ary budget proposals may be submitted by the Secretary-Genera
i f exceptional circunstances nmake this necessary.

3.9 Suppl ement ary budget proposals shall be prepared in a form consistent
with the approved budget. The provisions of these Regul ations shall be
applicable to the proposed suppl ementary budget to the extent possible.

Deci sions of the Council and the Assenbly on the suppl enentary budget proposed
by the Secretary-General shall take into account the recomendati ons of the

Fi nance Committee.
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3.10 The Secretary-General nay enter into comritnents for future financia
peri ods, provided that such comritnents do not affect the current budget and:
(a) are for activities which have been approved by the Council or the
Assenbly and are expected to continue beyond the end of the current financia
period; or
(b) are authorized by specific decisions of the Council or the

Assenbl y.

Regul ation 4

Appropri ations

4.1 The appropriations voted by the Assenbly shall constitute an
authorization to the Secretary-Ceneral to incur obligations and nake paynents
for the purposes for which the appropriations were voted and up to the amounts
so voted.

4.2 Appropriations shall be available for obligations during the financia
period to which they rel ate.

4.3 Appropriations shall remain available for twelve nonths follow ng the
end of the financial period to which they relate to the extent that they are
required to discharge obligations in respect of goods supplied and services
rendered in the financial period and to |iquidate any other outstanding |ega
obligation of the financial period. The balance of the appropriations shal
be surrendered.

4.4 At the end of the twelve-nonth period provided in regulation 4.3 above,
the then renmi ni ng bal ance of any appropriations retained will be surrendered.
Any unliqui dated obligations of the financial period in question shall, at
that time, be cancelled or, where the obligation remains a valid charge,
transferred as an obligation against current appropriations.

4.5 Transfers between appropriation sections nmay only be nmade to the extent
authorized by the Assenbly.

4.6 The Secretary-General shall prudently manage the appropriations voted
for a financial period, taking into account the availability of cash bal ances.

Regul ation 5

Funds

5.1 There shall be established a general adnministrative fund for the purpose
of accounting for the adm nistrative expenditures of the Authority. The
contributions paid under regulation 6.1 (a) and (b) by nmenbers of the

Aut hority, inconme fromthe Enterprise, miscellaneous incone and any advances
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made fromthe working capital fund to finance administrative expenditure shal
be credited to the general admnistrative fund.

5.2 There shall be established a working capital fund in an amount and for
purposes to be determned fromtime to tinme by the Assenbly. The source of
noneys of the working capital fund shall be advances from nmenbers of the

Aut hority until the Authority shall have sufficient incone from other sources
to nmeet its administrative expenses, and these advances, made in accordance
with an agreed scal e of assessnment based upon the scale used for the regul ar
budget of the United Nations or, in the case of international organizations,
as determned by the Authority, shall be carried to the credit of nenbers

whi ch have nade such advances.

5.3 Advances made fromthe working capital fund to finance budgetary
appropriations shall be reinbursed to the fund as soon as inconme is avail able
for that purpose.

5.4 I ncone derived frominvestnents of the working capital fund shall be
credited to m scel |l aneous i ncone.

5.5 Trust funds, reserve and special accounts rmay be established by the
Secretary-Ceneral and shall be reported to the Finance Conmittee.

5.6 The purpose and linits of each trust fund, reserve and special account
shall be clearly defined by the appropriate organ of the Authority. Unless
ot herwi se provided by the Assenbly, such funds and accounts shall be

admi nistered in accordance with the present Regul ations.

5.7 The adm ni strative expenses of the Authority shall be a first call upon
the funds of the Authority. Except for the contributions referred to in
regulation 6.1 (a) and (b), the funds which remain after paynment of

admi ni strative expenses may, inter alia:

(a) be shared in accordance with article 140 and article 160,
paragraph 2 (g), of the Convention;

(b) be used to provide the Enterprise with funds in accordance with
article 170, paragraph 4, of the Convention; and

(c) be set aside for the purposes of the econonic assistance fund
referred to in paragraph 1 (a) of section 7 of the annex to the Agreenent.?

5.8 There shall be established an econonmi c assistance fund in accordance
with paragraph 1 (a) of section 7 of the annex to the Agreenent. The anobunt
set aside for this purpose shall be deternined by the Council fromtinme to
time, upon the recomendati on of the Finance Commttee. Only funds from
paynments received fromcontractors, including the Enterprise, and voluntary
contributions shall be credited to the econom c assistance fund, after having
covered the adm nistrative expenses of the Authority.?

! This provision will need to be el aborated in due tine.
2 This provision will need to be el aborated in due tine.
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Regul ation 6

Provi si on of funds

6.1 The funds of the Authority shall include:
(a) assessed contributions nmade by States nmenmbers of the Authority;

(b) agreed contributions, as deternmined by the Authority, nmade by
i nternati onal organizations nenbers of the Authority in accordance wi th annex
I X to the Conventi on;

(c) funds received by the Authority pursuant to annex |Il, article 13,
par agraph 2, of the Convention and section 8 of the annex to the Agreenent, in
connection with activities in the Area;

(d) funds transferred fromthe Enterprise in accordance with annex 1V,
article 10, of the Conventi on;

(e) voluntary contributions nmade by nenbers or other entities; and

(f) such other funds to which the Authority may becone entitled or may
receive, including incone frominvestnent.

6.2 The appropriations, subject to the adjustnents effected in accordance
with the provisions of regulation 6.3, shall be financed by contributions from
the States nmenbers of the Authority in accordance with an agreed scal e of
assessnment based upon the scale used for the regular budget of the United
Nations, including a floor rate and a ceiling rate as determ ned fromtinme to
time by the Authority, and by contributions frominternational organizations
menbers of the Authority, as determined fromtime to tine by the Authority,
until the Authority shall have sufficient incone fromother sources to neet
its administrative expenses. Pending the receipt of such contributions, the
appropriations may be financed fromthe working capital fund.

6.3 For each of the two years of a financial period, the contributions of
the menbers of the Authority shall be assessed on the basis of half of the
appropriations approved by the Assenbly for that financial period, except that
adj ustnments shall be nmade to the assessnents in respect of:

(a) suppl enentary appropriations for which contributions have not
previ ously been assessed on nenbers of the Authority;

(b) hal f of the estimated m scell aneous incone for the financia
period for which credits have not previously been taken into account, and any
adjustnents in estimated m scel l aneous incone previously taken into account;

(c) contributions resulting fromthe assessnment of new nenbers of the
Aut hority under the provisions of regulation 6.9;

(d) any bal ance of the appropriations surrendered under regul ations
4.3 and 4. 4.
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6.4 After the Assenbly has adopted or revised the budget and determ ned the
anount of the working capital fund, the Secretary-General shall

(a) transmt the relevant docunents to the nenbers of the Authority;

(b) i nformthe nenbers of the Authority of their contributions in
respect of annual contributions and advances to the working capital fund; and

(c) request themto remt their contributions and advances.

6.5 Contributions and advances shall be considered as due and payable in
full within thirty days of the receipt of the comrunication of the Secretary-
General referred to in regulation 6.4 above, or as of the first day of the
cal endar year to which they relate, whichever is the later. As of 1 January
of the follow ng cal endar year, the unpaid bal ance of such contributions and
advances shall be considered to be one year in arrears.

6.6 Annual contributions and advances to the working capital fund shall be
assessed and paid in United States doll ars.

6.7 Paynments made by a nenber of the Authority shall be credited first to
the working capital fund and then to the contributions due, in the order in
whi ch the menber was assessed.

6.8 The Secretary-General shall submt to each regular session of the
Assenbly, the Council and the Finance Comrittee a report on the collection of
contributions and advances to the working capital fund.

6.9 New nmenbers shall be required to make a contribution for the year in
whi ch they becone menbers of the Authority and to provide their proportion of
the total advances to the working capital fund at rates to be determ ned by
the Assenbly.

6.10 States and entities referred to in article 305 of the Convention which
are not nmenbers of the Authority but which participate in its activities shal
contribute to the expenses of the Authority at rates to be determ ned by the
Assenbly, unless the Assenbly decides with respect to any such State or entity
to exenpt it fromthe requirenent of so contributing. Such contributions
shal |l be taken into account as miscell aneous incone.

Regul ation 7

O her i ncone

7.1 Al'l other income except:
(a) contributions to the budget;
(b) funds received by the Authority pursuant to annex |Il, article 13,

par agraph 3, of the Convention and section 8 of the annex to the Agreenent, in
connection with activities in the Area;
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(c) funds transferred fromthe Enterprise in accordance with annex 1V,
article 10, of the Conventi on;

(d) voluntary contributions nmade by nmenbers or other entities;

(e) paynments received by the Authority pursuant to article 82 of the
Conventi on;

(f) paynments to the econonic assistance fund, in accordance with
paragraph 1(a) of section 7 of the annex to the Agreenent;

(9) direct refunds of expenditures made during the financial period;
(h) advances or deposits to funds; and
(i) revenue derived fromthe Staff Assessnment Pl an

shall be classed as niscellaneous i ncone, for credit to the genera
admi ni strative fund.

7.2 Vol untary contributions, whether or not in cash, nmay be accepted by the
Secretary-Ceneral provided that the purposes for which the contributions are
made are consistent with the policies, ainms and activities of the Authority,
and provided that the acceptance of such contributions which directly or
indirectly involve additional financial liability for the Authority shal
require the consent of the appropriate authority.

7.3 Moneys accepted for purposes specified by the donor shall be treated as
trust funds or special accounts under regulations 5.5 and 5. 6.

7.4 Moneys accepted in respect of which no purpose is specified shall be

treated as miscellaneous inconme and reported as “gifts” in the accounts of the
financi al period.

Regul ation 8

Cust ody of funds

8.1 The Secretary-General shall designate the bank or banks in which the
funds of the Authority shall be kept. The Secretary-General shall fromtine
to time report to the Council on the designation of such bank or banks.

Regul ation 9

I nvest nent of funds

9.1 The Secretary-General may nmake short-terminvestnents of a non-

specul ative nature, of nmoneys not needed for i mrediate requirenents and shal

i nformthe Finance Conmittee periodically of such investments which he or she
has made
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9.2 The Secretary-General nmay, after consultations with an investnent
counsel | or appointed on the reconmendati on of the Finance Committee, neke

| ong-terminvestnents of noneys standing to the credit of trust funds, reserve
and special accounts, except as may be otherw se provided by the appropriate
authority in respect of each such fund or account and having regard to the
particular requirenments as to the liquidity of funds in each case.

9.3 I ncone derived frominvestnents shall be credited as provided in the
rules relating to each fund or account.

Regul ation 10

Internal contro

10.1 The Secretary-Ceneral shall

(a) establish detailed financial rules and procedures in order to
ensure effective financial admnistration and the exercise of econony;

(b) cause all paynments to be made on the basis of supporting vouchers
and ot her docunments which ensure that the services or goods have been received
and that paynments have not previously been nade;

(c) designate the officers who nmay recei ve noneys, incur obligations
and nmake paynments on behal f of the Authority;

(d) mai ntain an internal financial control which shall provide for an
effective current exam nation and/or review of financial transactions in order
to ensure:

(i) the regularity of the receipt, custody and di sposal of al
funds and other financial resources of the Authority;

(ii) the conformty of obligations and expenditures with the
appropriations or other financial provisions voted by the
Assenbly, or with the purposes and rules relating to trust
funds and special accounts;

(iii) the econom c use of the resources of the Authority.

10.2 nligations for the current financial period or commtments for current

and future financial periods shall be incurred only after allotments or other

appropriations have been made in witing under the authority of the Secretary-
Gener al

10.3 The Secretary-Ceneral may nmake such ex gratia paynents as he or she
deens to be necessary in the interest of the Authority, provided that a
statement of such paynents shall be subnitted to the Assenbly with the
accounts.

10.4 The Secretary-Ceneral may, after full investigation, authorize the
writing-off of |osses of cash, stores and other assets, provided that a
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statenent of all such ambunts witten off shall be submtted to the Auditor
with the accounts together with the justifications attached thereto.

10.5 Tenders for equipnent, supplies and other requirenents shall be invited

by advertisenent, except where the Secretary-Ceneral deens that, in the
interests of the Authority, a departure fromthe rules is desirable.

Regul ation 11

The accounts

11.1 The Secretary-Ceneral shall submit accounts for the financial period.
In addition, the Secretary-General shall maintain, for managenment purposes,
such accounting records as are necessary, including interimaccounts for the
first cal endar year of the financial period. Both the interim accounts and
the accounts for the financial period shall show.

(a) the incone and expenditures of all funds;

(b) the status of appropriations, including:

(i) the original budget appropriations;

(ii) the appropriations as nodified by any transfers;

(iii) credits, if any, other than the appropriations voted by the
Assenbl y;

(iv) the ampunts charged agai nst those appropriations and/or
ot her credits;

(c) the assets and liabilities of the Authority.

The Secretary-General shall also give such other information as nay be
appropriate to indicate the current financial position of the Authority.

11.2 The accounts of the Authority shall be presented in United States
dol lars. Accounting records may, however, be kept in such currency or
currencies as the Secretary-General nay deem necessary.

11.3 Appropriate separate accounts shall be maintained for all trust funds,
reserve and special accounts.

11.4 The accounts for the financial period shall be submitted by the

Secretary-Ceneral to the Auditor not later than 31 March followi ng the end of
the financial period.

Regul ation 12

Audi t
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12.1 The Assenbly shall appoint an internationally recognized i ndependent
auditor with experience in the audit of international organizations. The

i ndependent auditor shall be appointed for a period of four years and may be
reappoi nted for one term

12.2 The audit shall be conducted in confornmty with generally accepted
common auditing standards and, subject to any special directions of the
Assenbly, in accordance with the additional terns of reference set out in the
appendi x to the present Regul ations.

12.3 The Auditor shall, as appropriate, nmake observations with respect to the
ef ficiency of the financial procedures, the accounting system the interna
financial controls and, in general, the adm nistration and nmanagenent of the
Aut hority.

12.4 The Auditor shall be conpletely independent and solely responsible for
t he conduct of the audit.

12.5 The Finance Comrittee may request the Auditor to performcertain
speci fic exam nations and i ssue separate reports on the results.

12.6 The Secretary-Ceneral shall provide the Auditor with the facilities he
or she may require in the performance of the audit.

12.7 The Auditor shall issue a report on the audit of the financia
statements and rel evant schedules relating to the accounts for the financia
period, which shall include such information as the Auditor deens necessary
with regard to matters referred to in regulation 12.3 and in the additiona
terms of reference.

12.8 The Finance Committee shall exami ne the financial statenents and the
audit reports and shall forward themto the Council and the Assenbly, with
such comments as it deens appropriate.

Regul ation 13

Resol uti ons i nvol vi ng expendi tures

13.1 Decisions by the Assenmbly or the Council having financial or budgetary
i mplications shall be based on the recomendati ons of the Finance Comrittee.

13.2 No organ or subsidiary body of the Authority shall take a decision

i nvol ving either a change in the budget approved by the Assenbly or the
possi bl e requi rement of expenditure unless it has received and taken account
of a report by the Secretary-Ceneral on the budget inplications of the
proposal, and any recomendati ons of the Finance Comrittee.

13.3 Where, in the opinion of the Secretary-Ceneral, the proposed expenditure
cannot be made from existing appropriations, it shall not be incurred unti
the Assenbly has made the necessary appropriations.
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Regul ation 14

General provisions

14.1 These Regul ations shall becone effective on the date they are approved
by the Assenbly and shall apply to the financial period 2001-2002 and to
subsequent financial periods. They nmay be anmended only by the Assenbly.
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Appendi x
ADDI TI ONAL TERMS OF REFERENCE GOVERNI NG
THE AUDI T OF THE AUTHORI TY
1. The Auditors shall performthe audits of the accounts of the Authority,

including all trust funds and special accounts, as they deem necessary in
order to satisfy thensel ves:

(a) that the financial statements are in accord with the books and
records of the Authority;

(b) that the financial transactions reflected in the statenents have
been in accordance with the financial rules and regul ations, the budgetary
provi si ons and ot her applicable directives;

(c) that the securities and noneys on deposit and on hand have been
verified by certificates received directly fromthe Authority’s depositaries
or by actual count;

(d) that the internal controls, including internal oversight, are
adequate in light of the extent of reliance placed thereupon.

2. The Auditors shall be the sole judge as to the acceptance in whole or in
part of certifications and representations by the Secretary-General and may
proceed to such detail ed exam nation and verification as they choose of al
financial records, including those relating to supplies and equi prment.

3. The Auditors and their staff shall have free access at all convenient
times to all books, records and other docunments which are, in the opinion of
the Auditors, necessary for the performance of the audit. The Auditors shal
be responsible for the work done by such supporting staff in the conduct of
auditing. Information which is classified as privileged and which the
Secretary-Ceneral (or the Secretary-General’s designated senior official)
agrees is required by the Auditors for the purposes of the audit and
informati on classified as confidential shall be made avail able on application
The Auditors and their staff shall respect the privileged and confidentia
nature of any information so classified which has been nade avail abl e and
shall not nmake use of it except in direct connection with the perfornmance of
the audit. The Auditors may draw the attention of the Assenbly to any denia
of information classified as privileged which, in their opinion, was required
for the purpose of the audit.

4, The Auditors shall have no power to disallowitenms in the accounts but
shall draw to the attention of the Secretary-General for appropriate action
any transaction concerning which they entertain doubt as to legality or
propriety. Audit objections, to these or any other transactions, arising
during the exam nation of the accounts shall be comunicated i mediately to
t he Secretary- General
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5. The Auditors (or such of their officers as they may designate) shal
express and sign an opinion on the financial statements which shall read as
foll ows:

“We have exam ned the followi ng appended financial statenents,
nunbered .... to .... , properly identified, and rel evant schedul es of
(nane of the body) for the financial period ended 31 Decenber 19 . Qur
exam nation included a general review of the accounting procedures and
such tests of the accounting records and other supporting evidence as we
consi dered necessary in the circunstances.”,

And whi ch shall state, as appropriate, whether

(a) the financial statenments present fairly the financial position as
at the end of the period and the results of its operations for the period then
ended;

(b) the financial statements were prepared in accordance with the
stated accounting principles;

(c) the accounting principles were applied on a basis consistent with
that of the preceding financial period;

(d) transactions were in accordance with the financial regulations and
| egi slative authority.

6. The report of the Auditors to the Assenbly on the financial operations
of the period should nention:

(a) the type and scope of their exam nation;

(b) matters affecting the conpl eteness or accuracy of the accounts,
i ncl udi ng, where appropriate:

(i) i nformati on necessary to the correct interpretation of the
accounts;

(ii) any anmpunts which ought to have been received but which have
not been brought to account;

(iii) any amounts for which a | egal or contingent obligation
exi sts and whi ch have not been recorded or reflected in the
financial statenents;

(iv) expenditures not properly substanti ated;

(v) whet her proper books of accounts have been kept - where in
the presentation of statenents there are deviations of a
mat erial nature fromthe generally accepted accounting
principles applied on a consistent basis, these should be
di scl osed;
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(c) other matters which should be brought to the notice of the
Assenbly, such as:

(i) cases of fraud;

(ii) wasteful or inproper expenditure of the Authority’s nopney or
ot her assets (notw thstanding that the accounting for the
transaction may be correct);

(iii) expenditure likely to conmt the Authority to further outlay
on a large scale;

(iv) any defect in the general systemor detailed regul ations
governing the control of receipts and di sbursenents or of
suppl i es and equi pnent ;

(v) expenditure not in accordance with the intention of the
Assenbly after making all owance for duly authorized
transfers within budget;

(vi) expenditure in excess of appropriations as anmended by duly
authorized transfers within the budget;

(vii) expenditure not in conformty with the authority which
governs it;

(d) the accuracy or otherwi se of the supplies and equi pnment records as
deternmi ned by stock-taking and exani nati on of the records;

(e) if appropriate, transactions accounted for in a previous period
concerni ng which further information has been obtained or transactions in a
| ater period concerning which it seens desirable that the Assenbly shoul d have
early know edge.

7. The Auditors may nmake such observations with respect to their findings
resulting fromthe audit and such coments on the Secretary-General’s
financial report as they deem appropriate to the Assenbly or to the Secretary-
Gener al

8. Whenever the scope of the audit of the Auditors is restricted, or
whenever they are unable to obtain sufficient evidence, the Auditors shal
refer to the matter in their opinion and report, making clear in the report
the reasons for their comments and the effect on the financial position and
the financial transactions as recorded.

9. In no case shall the Auditors include criticismin their report w thout
first affording the Secretary-General an adequate opportunity of explanation
on the matter under observation.

10. The Auditors are not required to nention any matter referred to in the
foregoing that, in their opinion, is insignificant in all respects.
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