TEMPLATE FOR SUBMISSION OF TEXTUAL PROPOSALS DURING THE 30TH SESSION: COUNCIL - PART II
Please fill out one form for each textual proposal which your delegation(s) wish(es) to amend, add or delete and send to council@isa.org.jm. 

1. Name(s) of Delegation(s) making the proposal: 
Germany
2. Please indicate the relevant provision to which the textual proposal refers. 
Draft regulation 75
Text including tracked-changes as from original draft (ISBA/30/C/CRP.1); changes highlighted in green indicate Germany’s proposals
3. Kindly provide the proposed amendments to the regulation or standard or guideline in the text box below, using the “track changes” function in Microsoft Word. Please only reproduce the parts of the text that are being amended or deleted.
[bookmark: _Toc157149918][bookmark: _Toc158968268]Audit by the Authority an independent Auditor
1.	The Council, on its own initiative, or upon the request of the Secretary-General or the Commission, may request an audit of the Contractor’s books and records and all subcontractors’ books and records associated with the Exploitation activities in the Area.
2.	Any such audit shall be undertaken at the Contractor’s sole cost and shall be performed by a qualified Independent Auditor approved by the [Council]  in accordance with applicable Standards [and taking into consideration the Guidelines].
3.	An Independent Auditor may, in connection with a liability for a royalty payment:
		(a) Audit  the mining and on-board processing facilities with a view to verifying the accuracy of all information reported and the accuracy of the equipment measuring the quantity of Mineral ore sold or removed without sale from the Contract Area];
		(b) Audit any relevant documents, papers, records and data available at the Contractor’s offices or on-board any mining vessel or Installation;
		(c) Require any duly authorized representative of the Contractor to answer any relevant questions in connection with the audit and provide any missing documents, papers, records and data; and
		(d) Make and retain copies or extracts of any documents or records relevant to the subject matter of the audit and provide a Contractor with a list of such copies or extracts.
[3. bis An Independent Aauditor may, in connection with a liability for a royalty payment require assistance from the Inspectors, through the Secretary-General, and the Inspectors shall assist the auditors in discharging their functions under this part.]
4.	For the purposes of an audit the Contractor shall make available to an [Independent] Aauditor such financial records and information contemplated as reasonably required by the relevant organ of the Authority to determine compliance with this Part.
5.	Members of the Authority, in particular a Sponsoring State or States, shall, cooperate with and assist the relevant organ of the Authority and any Independent Aauditor in the carrying out of any audit under this Regulation, and shall facilitate access to the records of a Contractor by an auditor and assist in the exchange of information relevant to a Contractor’s obligations under this Part.


4. Please indicate the rationale for the proposal. [150-word limit]

DR 75 seems to us to require a bit more discussion. The text seems to conflate ordinary financial audits with audits applying specifically in connection with a liability for a royalty payment. Both have merit but they seem to be conflated here. For example, paragraphs 1 and 2 set out general rules for an independent audit. Paragraph 3 then lists specific actions the auditor can take in connection with a liability for a royalty payment. These actions include auditing documents and records at the Contractor’s offices and on-board mining vessels. We assume the auditor may need access to such records for every financial audit, not only those audits related to outstanding royalty payments.
Paragraph 4 then offers a catch-all provision requiring the Contractor to make available “such financial records and information contemplated as reasonably required”. Such a general provision seems prudent to us but perhaps it would make sense to first deal with general financial audits and then deal with audits in relation to outstanding royalty payments separately.
However, we would welcome information about how any audit in relation to royalty payments relates to general compliance inspections.
Lastly, the heading suggests that DR 75 deals with an audit by the Authority, when in fact it deals with an audit by an independent auditor. This could be clarified as well.

