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FINARCIAL REGULATICHS COF THEE INTERNATIONAL
CIL PCLLUTICH COMPENEATION FUND

Note by the Directicr

The Assenbly nay consider it desirable for the Fund to have
Finznecial Regulations, The Director has, accordingly, prepared
the annexed draft set of Begulations for consideration by the

Assenhly,

The Director recommends, however, that the External Aunditor
shculd be given the opportunity to corment on the draft Regulaticns,
and also that the draft should be reviewed in the light of

further experience of the financial nanagement of the Fund.

The ALssenbly nmay, therefore, wish to consider the attached
draft for adoption as the provisional Financial Regulations of
the Fund,

The Directcocr will subnit to the Assembly or the Exescutive
Coumittes, &t the earliest opportunity, a revised draft set of

Financial Reogulations,

In view of this recommendation, the Director does not
consider it necessary that Finoncizl Rules inplementing the
RBegulations should be issued at thisz stage. 4 set of Finanecial
Bules will be subnitted to the Assenbly or the Executive Comnittes

togethey with the revised dreft Finoxneial Regulations,
&

Begulation 7.2 provides for the eppointnent cf an Advisory
Committee to be consiited by the Director from time to tine as
to the Fund's policy on investments, If this draft Hegulation
is approved, the Asgenbly is invited ta-appoiﬁ%ﬁ2§£fég7 of its
Menbers for this purpose.
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ANNEX

DRAFT FINANCIALL REGULATICHS
oF
THE INTEENATICNAL OIL PCLLUTION CCMPENSATION FUND

REGULATION 1
APPLICABILITY
1.1 These Regulations shall govern the financial administration

of the Internmational €0il Pollution Compensation Fund,

1.2 The Director shall issue Financial Rules necessary 10
implement these Regulations and shall report such Rules and
any anendments thereto to the Executive Committae,

1.3 The Director may employ external assistance in excrcising
any of his rcsponsibhilitiss for the financial management of
the Fund,

BEGULATION 2
THE FINANCIAL PERICD

The first financial period of the Fund shall end on
31 December 1979, Thereafter the financial period shall be
the calendar year;'

REGULATIOH 3
TEE BUDGET
3.1 The budget shall be established in pounds sterling.

3.2 The budget estimates to be prepared by the Director shall
cover income and expenditure for the financial period to which
they relate, They shall be prepared on a grose basis,

3,5 The budget estimates shall include the information

referred to in Article 12,1 of the Fund Convention and shall
be accompanied by such information &s may be reguired by the
Asgembly or DExecutive Committec and such further information

as the Director may fdeem necessary,
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3.4 The Dirzetor shall subnit the estinsates for the ensuing
financial periog at least sivy weelks prior ito the session of
the éﬂssemblz7 Zﬁkccutive Committe§7 at which thsy are to be
considered,

3.5 The /Assembly/ /Executive Corrmittee/ may authorize the
Direector to make transfers between appropriations in the budget,
and, in granting such aunthority nay direct that nc single iten
of expenditure as arpnroved shall bhe increascd beyond a percentage
fixed by the [fAesenbly/ /Fxeecutive Comnittee/.

3.6 The /issenbly/ /Executive Committeg/ shall preseribe the
conditions under which unforessen and sxtracrdinary expenses
nay be incurred.

3.7 Sunplenentary estinates nay be subnitted by the Director

whenever necessary and

3

rticularly when additional annual
contributions are reguired,

LPPHOPIILATIOND

The appropriations voted by the [ssembly/ /Executive Conmittee/
shall eonstitute an authorization $o the Director to incur
obligations and nmzke pavnents for the purposes for which the

aporopriations werce voted and up to the amounts sc voted.
REGULATICH 5
SPECIAL FUNDS

JELTERNATIVE A

5.1 Working Capital Fund

(a) There shall be esiablished a Worlring Capital Fund which
shall consist of the initiél contributicns paid by Members,
to the extent deternmined by the Assenmbly or the
Executive Committee as well as any other incone noi
reguired to be credited to any other account under
this Regulation,



Fin/L.2 /6

rage 3

(b} The ponice in the Workins Coapital Fund shanll be invested
and the incone used to cover the costs and eypenses of the

edninictration of the Internsticnal il Bollution

|,u.

Comperngantion Fund in the fimancial nericd, as wsll as =ny
deficit from operations in preceding years ard als
other expsnditure which may be authorizoed by the

sr Bxecutive Comnittee.
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Advences made from the Working Conitzl Fund 4o financs
othier budgedayy cunyonristions
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Follution Commensation Fund, (other than
respect of claing referred to in Artiels 12,1{(i)(c) of the
cuvention) shall be reimbursed tc thisg ¢
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ag, and to the exiont that, income is aveilable for that

(¢) Incone from the Working Capiital Fand noi reguired for

ahall be redpvested in this fund.

g0 be credited to thidis fund os niscellianecus
untary contributicns, Buch contributions

r the Direcicr con the condition that the
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murnoeges for which the contributicns are nade are congistoent
with thie sine aund activities of the Internntionnl Cil
Poliuticn Cempensation Fund and that their acceptance docs

not dlreetly or indirectly invelve additional financial

5.2 Gernerel Cleinms FPund
5 . N . — - s T,
{a) 'There shall be cstablishad a General Cianins Fuand vhich
ahall consist of annunel contributicns and any cthor nonies
- . . - s A e fa ™
levied ¢y mald for clainmg relarred to in flrtielo 12,1{4i)(n}

ot the Mund Conventio This account omnll be used o

inance aprrovriations to estisfy sueh claine,
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(b} Incone received fron the invesiment of mendies in this fund,

ond any nenies borrowed Tursusnt to Internsel Regulation 10

o otherwise in connsxicn with guch cla shall also he

credited to tho Genarsl €} Pund,

LLTEANLTIVE B
5.1 Gereral fun
{2} fThere shall bhe asstabliched o Genersl Fund which shall
conoist ol
{i} the initinl contributions palid by Menbers, to the
extent detorninoed by the LAsgendly or the Zxecutive

{ii) annual contributions levied and cther ncricg recaived
in remnect of referrad to in lLrticle 1..1(1){*
of the Pund Convention and sny nonies borrowed in
eoniexi n with cueh elning:

{1i1) income received fron the investment of neonies in the
General Fund and othor niscellancous incons;

{iv) any voluntary contribuiions, Such contributions may
he accepied by the Director on the condition that the
purpcses for which they are nade are consisient with
the 2ins and activities of the International €ii
Zollution Comnensaticn Fund and that their acceriancs
dnes uet directly or indirectly invelves additional
finonein~l liahility,

(») The noniles in the Goneral Pund shall be useds
(i} for the satisfaction of cizing referred to in
Lrticle 12,1(3){b) of the Fund Conventions



{ii) the ceets and expenses of the adninistration of the
Tnternaticonal €11 Pollwuntion Compensation Fund in the
finoneinl ?Qr‘“ﬁ as well as eny defiecit from
cperations in preceding vy
exnenditure whiech oy
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oy the Exccutive womnitt@e.7'
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{a} There shall be cstablishold Major Claime Fands

=
clain of the kind referred to in Artiele 12.1(i}{c) of

{6} Contributicns to theose funds shrll be senarately credited
t individunl contributors, These contributicne,

-,

together with any inierest carnoed thewvzson shall be usod
+

inance the particuiar e¢laims in respect cf whiech they
were levie? or ctherwisce be applied in asccordance with

I gt

Tnteraal Degulation &.%.

{c) ‘ixny loans taken Dursusnt to Internal Hegulatiocn 10 in

LT

connexicn wit uch ¢loimg ghaell slgo bhe credited o

the resnective fund,

SE

NEGULATICN €
LHLGEMENT OF MCNILS

6.1 The Pircctor shall administer =11 banking accounts operated
213

reeeints nnd paynments shall be recorded in chromological oxrder,
T

-

by the Fund, naintaining o proper cash account in which
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all writien insitrucitions roleting to the Fund's

investnents shall be signed by the Director.
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{(4) maintain an internal finencial control which shall

provide ffective ecurrent exanination and/or

'y e
review of finencial iransscticns in orxder to ensures

(S d

(i) +the regularity of the receipt, custody, and

digpesal of all nonics and other financial

1
-~
regources of the Fund;

—
[N
[N

Swmar”

the conforuity of obligations and expenditures
with the apprepriations or osther financial
provision voted by the /fAssenbly/

/Executive Cornilttee/;

(iii) the econonic use of the resources of the Fund,

3.2 Ho obligations shnll be incurred without the pricy
authorization of the Dirsctor.

B.3 Inprest cash advenccog nay be maode to staff menbers wh

rmust at all times be in a positien to account for them,

8.4 The cost of all property scguired cther than real nroperty
will be immediately charged as an e¥Xdense. Records will be kept
0of all real property, non-expenteble and expendable supplies

and eguipnent acouired by the Fund. 4L thysical inventory will

[ag

¢ taken at the end of each financial period of all agssets,

o]
=

"]

fely
o
=}

mnlies and nmaterials in hand, and a copy of the inventory will

E

ished to the External Auditor,

o

& T

8.5 The Director may make such ex gratia payments as he deens

to be necessary in the intereste of the Fund, provided that

2 statement of such payrents shall be submitted to the /hssenbly/
[Erecutive Committeg7 with the acccunts,

8,6 The Director may, afier full investigation, authorize the
writing off of losses of cash, stores and other assets, provided
that a statement of all such ancunis written off shall he

subiiitted to the BExternal Aunditor with the =sccounts,
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REGULLTICH &
TEE LACCOUNTS

9.1 The Birector shall nainiain such accounts as are necessary

for each Tinancial neriod The accounts shall shows
(2) the income and expenditure cof 211 funds;
{(b) the status of sppropriaticne, including:
(i) the criginal budget appropriations:
(ii) the appropriations as nodified by any transiers:
(iii) the amocunts charged against those adpropriations:
(c} the assets and liahilities of the Fund,

The Director shall also giva ouch othey infornmation as nay

he appIT opriate to indicate the current financial "‘D\-"‘Siti cn
i &
of the Fund,

3.2 The sccounts cf the Fund shall be presented in pounds sterlin
The acccunts may be kept in suech currency or currencies as the

Director nay deen neC2sSLLry.

.3  Appropriate separate accounts shall be eintained for all

C:‘J N

zsecial Funds,

9.% The accounts for the financial pericd shall be submittied
by the Director to the Externsl Aunditor by 31 Merch following
the end of that financial pericd.

REGULATION 10

EXTERNAL AUDIT
12.1 An External Luditor, who shall be the Auditor-General
{or officer holding the eguivalent title) of a HMember State,

shall be appointed in the nanner and for the neriod decided
by the Assenbly.
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12,12  The

fxternal fnditer shall nerform such audit of the

accounts cof the Fund 2s he deons noecesgcary in order to satisfy

himself:

——
n\
M
e

(v)

()

(e)

16,11 Ths

acceptance

ti
ticns by tiie Dirscicr and iay nrocesd to suc
c

and verification as he choosces of 2all finan

that the fincneial staterncats are in accordance with
the beclks and roecorie of the Funds
thnt the finsncial transacticns reflscted in the

atatenents have been in accordance with ths rules

and regulations, the budgetary rrovisions and other

erplicable directives:

that the sseuritics and rnonics con deposit and on
hand hrove been werificd by certificatcen receivaed
dircet fron the Fund's depositeries or by actual

ccunt:

that the interm

nf the cxtent ¢

that mroezdures satisfoctory to the External Auditor
i [
have been applied to the recording of all as

a

liabilitics, surniuscc and deficits,

"1

Bxternal fuditor shell He the scle judge as to the

[ S

n whole or in part of certificnticns and reprosenta-—

inl records including

those relating to suppliss and cruinnent,

10,12 hae

211 convenient tices to all beooks, records and other docun

Fa)
tion which

H:

Extoernnl fuditor and his st2ff shell have free access

-

are, in the omninion of the External Auditor, neceseary

or the serforranca of the audit. Informetion classified as
c &

nrivileged and which the BDirecector ngrees is requirsd by the
External Auditor for the purposes of the audit and informatio
claseified confidential shall be nade available on application,

h fetniled exanination

CE‘J
=
o+
w
I
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he Bxternal fuditor and kis steff shall respect the privileged
i

an? confidential nature of =any infcimation go clacsificd which

haeg becn made ovailablo and ghall oot o af it exeent in

direct connexion with the perinrmance of the audit, Ths
Exterral Luditcr mey drow the ettention of the fRssenbly’
Exscutive Cormittee fo any denizl of information classified
as privileged which in his oninion was required for the »murnoge
of the audit,

10.13% The External Auditor shkall have no power to disallow itens
in the aeccounts but shall Jdraw to the attention of the Director
for appropriate action any transaction ccneerning which ho
entertains doubt as to legulity or propriety. Audit obisctions
to these or any other transaciticns arising during the exanination

of the accounts shall be imnediatcely communicated to the Director.

&

10,14 The Externnl luditor shell give an avdit opinion on the
finericizl statenments.
10.15 The Report of the External Auditor on the finencial
statenents should nention:
{(a) the type and scope of his evanination:
{b) natters effecting the conpletences and accuracy
C

G
of the sccounts, including whore appropriats:

(ii) any apounts which ought 4o have hesun recszi
but which have not booen brought to accounti;
(iii) any coecunts for which a legal or contingent

chligaticon exists and which have nnt bason
b .

3

recoyde’ or refleccted in the finencial

gtaterionta;
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(iv) expenditures not preperly substantiated;

(v) whether proper boocks of accounts have been

Zept., Where in the presentation of
statenents there are deviations of noterial

nature fron the generally accepted accounting

9]

principles epplied on o consistent basis,

ot s i

hese sghould ba disclosed;

o+

(e} octher matters which shonld bo brought to the notice
cf the fissemblz7 fExecutive Cormittec/ such ass

(i) cases of fraud or presumtive frand;

(ii) wasteful or inproper expenditure of the
Fund's money or other eassets (notwithstanding
that the acecunting for the transaction nay
be corxect):

(iii) expenditure li%ely to commit the Fund to

Turther cutlay cn & large scales

(iv) any cdefect in the general systeon or
detailed regulations governing the ccentrol
of receipts and disbursenente or cof supplies

and ¢guipnent:

{v) expenditure nct in accordance with the
intention of the /Issemdbly/ /Executive Conmitteg/
after making allowance for duly authoerized

transfers within the budget;

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

{(vii) expenditure not in confornity with the

authority which governs iis
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{a) the accuracy or otlerwiss of the a8 anrd
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n2d by t‘C’t??iﬂ

Ir =ddition, the rerorts nay contain reference tog

{2) tronsactions aceounted for in a previous year

concerning whiech furtiher informn
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chtained or trompsscticns in & 1a
T

which it seens desi

/Fxseutive Conmitteg/ should have early Xnowledge,

sueh obhservations with

1%

12,26 The External [uditor vey nalke

reepoct to his findings resuliting from the andit and such

©@
h
H J
bt
o
=
e
s
oy

ctments on the Dircetor's 2N
to the fFssenbly/ /Exescutive Comnitte

raport as hie decms annropri
¢/ or to the Director,
10.17 Vhenever the Bxternal fAuditor's

or he is unable to obtain sufficicnt cvidconee, the External Aull

shell refer o the matier in his Hepeort, noking clear the reasgon

o
48]
bty
)
{©L
]
o
]
]
b
i
L

for hisg comnents and th e financial pogition and ithe

13,18 In no cagse sholl the Bricernal Auditeor izoliude criti

(@]
tedt
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s

in hisz Deomort without Iirxrst aff
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copoertunity of explanation on the notter under chocrvation,

REGULLATION 11

= b 4
RESCLUTEG

4
f}

S INVOLWING BEFPTZHDITUR

1.1 Ho decigicn shall Be taken bW amy

invelving expenditure unleos 1

+
the Directeor on the adninistrative znd

- [u ~ ey ey
ot the proposal,

11.42 Whers, in the opinicn of the Dircetor, the proposed
expoenditure cannot he macde fron the existing appropriaticns,

it shall not be incurred until the Lssgonbly or the Ixecutive
Committoc has nede the necegsary apprepriaticons, unless the
Directcr cer he conditions

tifies thot provision can be nade on the
T

Finaneial Regulaticn 3.6,

saeope of audit is reetricted,



