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ANNEX [14/
Proposals made by the contact group of Working Group 11 on Chapter VI

Chairman: Ecuador
Members: China, Céte d'lvoire, European Union, Ghana, Japan, Korea (Republic of), Malaysia,
Switzerland and the United States of America

First revision by Working Group Il

Proposals by the Contact Group of WG|

[CHAPTER VI. FINANCE]
ARTICLE 18
FINANCIAL ACCOUNTS

1. There shall be established:

(a) The Administrative Account;

(b) The Special Account;

(©) The Bali Partnership Fund; and

(d) [The Work Programme Account ; and]

deem-appropriate-and——neecessary-
Information on funding options and financial

accounts as developed by the PrepCom are
contained in Annex |.

or thi > Tin the ) o

New?2. In order to ensure a transparent process
of management and administration of each of
the financial accounts, the Council will ensure
that there are put in place financial Rules and [,
where] appropriate],] policies covering the
financial accounts, including rules covering the
settlement of accounts on termination or expiry
of this agreement. (Canada)

3. The Council shall establish [policies
and] financial Rules for the operation of the
accounts, including Rules covering the
settlement of account on termination or expiry
of this Agreement. Such Rules shall ensure a
transparent process of management and
administration of the accounts.

3bis. The Executive Director shall be
responsible for, and report to the Council on the
Administration of the financial
account.(Canada)

CHAPTER VI. FINANCE
ARTICLE 18
FINANCIAL ACCOUNTS

1. There shall be established:
(a) The Administrative Account;
(b) The Special Account;
(©) The Bali Partnership Fund; and
(d) [The Work Programme
Account; and]

{e)——Such-other-accountsasthe
bl d . |
necessary-

2. The Council shall establish in accordance
with article 7, financial rules that provide
transparent management and administration of the
accounts including Rules covering the settlement
of accounts on termination or expiry of this
Agreement.

3. The Executive Director shall be
responsible for, and report to the Council on the
Administration of the financial accounts.

1

-/ This annex is reproduced in English only. The Changes reflected in column 2 have been

introduced in the text that appears in the main body of the present document.
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ARTICLE 19
ADMINISTRATIVE ACCOUNT

1. The expenses necessary for the
administration of this Agreement and for [policy
work in support of key Council function according
to Article 24] shall be brought into the
Administrative Account and shall be met by annual
contributions paid by members in accordance with
their respective constitutional or institutional
procedures and assessed in accordance with
paragraphs 3, 4 and 5 of this article.

2. The expenses of delegations to the
Council, the committees and any other
subsidiary bodies of the Council referred to in
article 26 shall be met by the members
concerned. In cases where a member requests
special services from the Organization, the
Council shall require that member to pay the
costs of such services.

3. Before the end of each financial
[exercise] [biennium] [year], the Council shall
approve the administrative budget of the
Organization for the following two financial
years and shall assist assess the contribution of
each member to that budget.

4, [The contribution of each member to the
administrative budget for each financial year
shall be in the proportion which the number of
its votes at the time the administrative budget
for that financial year is approved bears to the
total votes of all the members. In assessing
contributions, the votes of each member shall be
calculated without regard to the suspension of
any member's voting rights or any redistribution
of votes resulting therefrom.]

Consider other options for members’
contributions to the Administrative Account.

5. Theinitial contribution of any member
joining the Organization after the entry into
force of this Agreement shall be assessed by the
Council on the basis of the number of votes to
be held by that member and the period
remaining in the current financial year, but the
assessment made upon other members from the
current financial year shall not thereby be
altered.

ARTICLE 19
ADMINISTRATIVE ACCOUNT

1. The expenses necessary for the
administration of this Agreement and for [policy
work in support of key Council function
according to Article 24] shall be brought into the
Administrative Account and shall be met by
annual contributions paid by membersin
accordance with their respective constitutional or
institutional procedures and assessed in
accordance with paragraphs 3, 4 and 5 of this
article.

2. The expenses of delegations to the
Council, the committees and any other
subsidiary bodies of the Council referred to in
article 26 shall be met by the members
concerned. In cases where a member requests
special services from the Organization, the
Council shall require that member to pay the
costs of such services.

3. Before the end of each financial
biennium, the Council shall approve the
administrative budget of the Organization for
the following the biennium and shall assess the
contribution of each member to that budget.

4, The contribution of each member to the
administrative budget for each financial year shall
be in the proportion which the number of its votes
at the time the administrative budget for that
financial year is approved bears to the total votes
of all the members. In assessing contributions, the
votes of each member shall be calculated without
regard to the suspension of any member's voting
rights or any redistribution of votes resulting
therefrom.

5. Theinitial contribution of any member
joining the Organization after the entry into
force of this Agreement shall be assessed by
the Council on the basis of the number of votes
to be held by that member and the period
remaining in the current financial year, but the
assessment made upon other members from the
current financial year shall not thereby be
altered.
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6. Contributions to administrative budgets
shall become due on the first day of each
financial year. Contributions of membersin
respect of the financial year in which they join
the Organization shall be due on the date on
which they become members

7. [If a member has not paid its full
contribution to the administrative budget within
four months after such contribution becomes
due in accordance with paragraph 6 of this
article, the Executive Director shall request that
member to make payment as quickly as
possible. If that member has still not paid its
contribution within two months after such
request, that member shall be requested to state
the reasons for its inability to make payment. If
at the expiry of seven months from the due date
of contribution, that member has still not paid
its contribution, its voting rights shall be
suspended until such time asit has paid in full
its contribution, unless the Council, [by special
vote,] decides otherwise. If a member has not
paid its contribution in full for two consecutives
years, the member shall be became ineligible to
submit project or pre-project proposals for
funding consideration under paragraph 1 of
Article 25. If, on the contrary, a member has
paid its full contribution to the administrative
budget within four months after such
contribution becomes due in accordance with
paragraph 6 of this article, the member's
contribution shall receive a discount as may be
established by the Council in the financial rules
of the Organization.]

Consider adding a paragraph on issues of
arrears, including incentives and disincentives.

8. A member whose rights have been
suspended under paragraph 7 of this article shall
remain liable to pay its contribution.

ARTICLE 20
SPECIAL ACCOUNT

1. There shall be established two sub-
accounts under the Specia Account:

(a The Pre-Project Sub-Account;
and

(b) The Project Sub-Account.
2. The possible sources of finance for the

Special Account may be:

() The Common Fund for
Commodities;

6. Contributions to administrative budgets
shall become due on the first day of each
financial year. Contributions of membersin
respect of the financial year in which they join
the Organization shall be due on the date on
which they become members

7. If a member has not paid its full
contribution to the administrative budget
within four months after such contribution
becomes due in accordance with paragraph 6
of this article, the Executive Director shall
request that member to make payment as
quickly as possible. If that member has still
not paid its contribution within two months
after such request, that member shall be
requested to state the reasons for its inability
to make payment. If at the expiry of seven
months from the due date of contribution, that
member has still not paid its contribution, its
voting rights shall be suspended until such
time asit has paid in full its contribution,
unless the Council, [by special vote,] decides
otherwise. If a member has not paid its
contribution in full for [two] [Three]
consecutive years, the member shall became
ineligible to submit project or pre-project
proposals for funding consideration under
paragraph 1 of Article 25. If, on the contrary, a
member has paid its full contribution to the
administrative budget within four months after
such contribution becomes due in accordance
with paragraph 6 of this article, the member's
contribution shall receive a discount as may be
established by the Council in the financial
rules of the Organization.

8. A member whose rights have been
suspended under paragraph 7 of this article
shall remain liable to pay its contribution.

ARTICLE 20
SPECIAL ACCOUNT

1. There shall be established a Special
Account for financing pre-projects and projects.

2. The possible sources of finance for the
Special Account may be:

() The Common Fund for
Commodities;
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(b) Regional and international
financial institutions; and

(©)

2bis. "The Council shall establish policies and
financial Rules for the operation of the account,
including Rules covering the settlement of
account on termination or expiry of this
Agreement. Such Rules shall ensure a
transparent process of management and
administration of the account.

Voluntary contributions.

3. The resources of the Special Account
shall be used only for approved pre-projects or
projects.

4. All expenditures under the Pre-Project
Sub-Account shall be reimbursed from the
Project Sub-Account if projects are
subsequently approved and funded. [If within
six months of the entry into force of this
Agreement the Council does not receive any
funds for the Pre-Project Sub-Account, it shall
review the situation and take appropriate
action.]

5. All receipts pertaining to specific
identifiable pre-projects or projects under the
Specia Account shall be brought into that
Account. All expenditures incurred on such pre-
projects or projects, including remuneration and
travel expenses of consultants and experts, shall
be charged to the same Account.

6. Deleted

7. The Council may nominate and sponsor
any entity with the consent of that entity,
including a member or members, to receive
loans for the financing of approved projects and
to undertake all the obligations involved, except
that the Organization shall reserve to itself the
right to monitor the use of resources and to
follow up on the implementation of projects so
financed. However, the Organization shall not
be responsible for guarantees voluntarily
provided by individual members or other
entities.

8. No member shall be responsible by
reason of its membership in the Organization for
any liability arising from any actions berrewig
oerlending by any other member or entity in
connection with projects.

(b) Regional and international
financial institutions; and

(©)

Voluntary contributions.

3. The resources of the Special Account
shall be used only for approved pre-projects and
projects, in accordance with article 25.

4. Deleted

5. All receipts pertaining to specific pre-
projects and projects under the Special
Account shall be brought into that Account. All
expenditures incurred on such pre-projects or
projects, including remuneration and travel
expenses of consultants and experts, shall be
charged to the same Account.

6. Deleted

7. The Council may nominate and sponsor
any entity with the consent of that entity,
including a member or members, to receive
loans for the financing of approved projects
and to undertake all the obligations involved,
except that the Organization shall reserve to
itself the right to monitor the use of resources
and to follow up on the implementation of
projects so financed. However, the
Organization shall not be responsible for
guarantees voluntarily provided by individual
members or other entities.

8. No member shall be responsible by
reason of its membership in the Organization for
any liability arising from any actions by any other
member or entity in connection with projects.
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9. In the event that voluntary unearmarked
funds are offered to the Organization, the
Council may accept such funds. Such funds may
be utilized for approved policy and pre-projects
and project activities as set forth in the
approved work programme established by the
Council.

Consider moving paragraph 9 to Articles 18

10. The Executive Director shall [facilitate
the development of project proposals and]
endeavour to seek, on such terms and conditions
as the Council may decide, adequate and
assured finance for pre-projects and projects
approved by the Council.

[11.  Contributions for specified approved
projects shall be used only for the projects for
which they were originally intended, unless
otherwise decided by the Council in agreement
with the contributor. After the completion of a
project, the Organization shall return to each
contributor for specific projects the balance of
any funds remaining pro rata to each
contributor's share in the total of the
contributions originally made available for
financing that project, unless otherwise agreed
to by the contributor.]

[11alt. Contributions for specified approved
projects [funded by earmarked] funds shall be
used only for the projects for which they were
originally intended, unless otherwise decided by
the contributors.] [or in the case of unearmarked
funds by Council.] |

eontribdter. In the case of earmarked funds the
use of any remaining funds will be decided by

the contributor.] Afterthe-completion-of-a

ARTICLE 21
[THE BALI PARTNERSHIP FUND

1. A Fund for sustainable management of
tropical timber producing forests is hereby
established to assist producing members to
make the investments necessary to achieve the
objective of article 1 [(d)] of this Agreement.

9. In the event that voluntary
unearmarked funds are offered to the
Organization, the Council may accept such
funds. Such funds may be utilized for approved
policy and pre-projects and project activities as
set forth in the approved work programme
established by the Council.

10. The Executive Director shall provide
assistance in the devel opment of project proposals
in accordance with Article 25 and endeavour to
seek, on such terms and conditions as the Council
may decide, adequate and assured finance for pre-
projects and projects approved by the Council.

11. Contributions for specified approved
projects shall be used only for the projects for
which they were originally intended, unless
otherwise decided by the Council in agreement
with the contributor.

[After the completion or termination of a pre-
project or project, the Organization shall return
to each contributor for specific pre-projects or
projects the balance of any funds remaining
pro ratato each contributor's share in the total
of the contributions originally made available
for financing that pre-project or project, unless
otherwise agreed to by the contributor.]

[In the case of earmarked funds, the use of any
remaining funds shall be decided by the
contributor. In the case of unearmarked funds,
the Council shall decide on the use of any
remaining funds.]

ARTICLE 21
THE BALI PARTNERSHIP FUND

1. A Fund for sustainable management of
tropical timber producing forests is hereby
established to assist producing members to
make the investments necessary to achieve the
objective of article 1 [(d)] of this Agreement.
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2. The Fund shall be constituted by: 2. The Fund shall be constituted by:
() [Direct] contributions from (a Contributions from donor
[consumer] derer members; members;
(b) [FHty-percent] [100%] of
income earned as aresult of (b) [All] income earned as aresult of
activities related to the Special activities related to the Special
Account; Account;
(© Resources from other private and (© Resources from other private and
public sources which the public sources which the
Organization may accept Organization may accept
consistent with its financial consistent with its financial rules;
rules;
[(d) Remaining or unused funds from
finished projects financed
through the Bali Partnership
Fund.]
3. Resources of the Fund shall be allocated | 3. Resources of the Fund shall be allocated by

by the Council only for pre-projects and
projects for the purpose set out in paragraph 1
of this article and approved in accordance with
article 25.

4. In allocating resources of the Fund, the
Council shall take into account:
e [regional benefits;
e approved work programme of
the Organization;]

managed-sodrees-[ by the year

2000]=
(b) The needs of members [with
[significant] forest areas who
establish conservation
programmes] [for their
conservation programmes](Togo)
in timber producing forests. [The
needs of members who establish
significant conservation
programmes in timber producing
forests.] (Switzerland)

4 bis. The Executive Director shall facilitate
the development of project proposals [in
cooperation with the expert panel] and
endeavour to seek, on such terms and conditions
as the Council may decide, adequate and
assured finance for projects approved by the
Council. (EU)

the Council only for pre-projects and projects
for the purpose set out in paragraph 1 of this
article and approved in accordance with
articles 24 and 25.

4. In alocating resources of the Fund, the
Council shall establish criteriaand priorities for
use of the fund, taking into account:

The needs of members who
establish and manage
significant conservation
programmes in timber
producing forests.

(b)

4 bis. The Executive Director shall provide
assistance in project proposals in accordance
with article 25 and endeavour to seek, on such
terms and conditions as the Council may
decide, adequate and assured finance for
projects approved by the Council.
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5. The Council shall examine [biennually]
[annually] the adequacy of the resources
available to the Fund and endeavour to obtain
additional resources needed by producing
members to achieve the purpose of the Fund.
The ability of [producing] members to [achieve
the objectives of article 1 [...]] [implement the
strategy referred to in paragraph 4 (a) of this
article] will be influenced by the availability of
resources.

6. The Council shall establish and revise as
needed policies and financial rules for the
operation of the Fund, including rules covering
the settlement of accounts on termination or
expiry of this Agreement.]

Could be deleted if Article 18 para. 2bis is
approved.(EU)

[ARTICLE 21BIS
THE WORK PROGRAMME ACCOUNT

1. An Account to secure [funding] long-
term funding for the essential operational work
of the Organization, as defined in the yearly
work programme of ITTO, prepared by the
Secretariat and adopted by the Council, is
hereby established.

2. The Account shall be constituted by the
contribution of members according to GDP
(previous year).

2alt  TheAccount shall be constituted by the
assessed contribution of each member country
meeting the above criterion will bein
proportion to its votes calculated as per the
provisions for assessments for the
Administrative Budget.

3. The maximum yearly amount of the
Work Programme Account shall be US$2
million.

[4. Those countries that contribute with an
amount of more than US$1 million through
voluntary contributions could be exempt from
contributing to the Work Programme Account —
or —they are free to pay their share to the Work
Programme Account through their voluntary
contribution.] (Switzerland)

[4alt All [all [developed] consumer] member
countries whose average annual contribution to
the Special Account for projects and the Bali
Partnership in the 2-year period prior to the year

of assessment is less than US$1 million will be

5. The Council shall examine on aregular
basis the adequacy of the resources available
to the Fund and endeavour to obtain additional
resources needed by producing members to
achieve the purpose of the Fund. The ability of
producing members to achieve the objectives
of Article 1 [d] will be influenced by the
availability of resources.

6. Deleted

ARTICLES 21BIS;22 AND 23 WERE NOT
CONSIDERED BY THE CONTACT GROUP
OF WORKING GROUP I
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assessed an additional contribution to the
Administrative Account, Sub-Account Work
Programme Account.]] (Switzerland)

ARTICLE 22
FORMS OF PAYMENT
1. Deleted
2. Financial contributions to accounts

established under Article 18 shall be payable in
freely convertible currencies and shall be
exempt from foreign-exchange restrictions.

3. The Council may also decide to accept
other forms of contributions to the accounts
established under Article 18 other than the
administrative account, including scientific and
technical equipment or personnel, to meet the
requirements of approved projects.

ARTICLE 23
AUDIT AND PUBLICATION OF ACCOUNTS

1. The Council shall appoint independent
auditors for the purpose of auditing the accounts
of the Organization.

2. Independently audited statements of the
accounts established under Article 18 shall be
made available to members as soon as possible
after the close of each financial year, but not
|ater than six months after that date, and be
considered for approval by the Council at its
next session, as appropriate. A summary of the
audited accounts and balance sheet shall
thereafter be published.




