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Rules on the financial accounts of political parties etc.

Chapter |
General Provisions

Article 1
These Rules apply to the financial accounts oftigali parties, i.e. parties and
alliances patrticipating in elections to the Althiagd municipal governments, cf.
Chapter IV of Act No. 162/2006 on the finances egybrting obligations of political
parties and electoral candidates. Similarly, theglyaalso to the financial accounts of
candidates in personal elections and pre-electcin§€ hapter V of the cited Act No.
162/2006. These Rules are minimum rules, and palitparties and electoral
candidates are therefore permitted to report iatgradetail than provided for herein.

Article 2
Political parties and candidates are permittedcmept up to ISK 300 thousand in
contributions per year from individual legal persoor legally competent natural
persons for their political activities or electoredmpaigns, with the limitations
established in this chapter.

Contributions in excess of the above maximum shellreturned as promptly as
possible. If returning such contributions proveassible, they shall be preserved
separately in the accounts of political parties amtividuals and deposited on a
separate time-deposit account.

Article 3
Political parties are not permitted to accept abatrons from:

a. anonymous donors;

b. undertakings which are majority owned by or undier ¢ontrol of the State or
municipalities;

c. public entities other than the State Treasury onimpalities, cf. Chapter Il of
Act No. 162/2006, such as undertakings which airgljoowned by the State
and municipalities;

d. foreign nationals who do not have the right to viatéceland, undertakings or
other entities which are registered in other coastr

Article 4
Contributions from related parties, cf. Article 1€hall be added together. Their
aggregate annual contributions shall not exceed3@Kthousand.

Article 5
General membership fees from individual membergadlftical parties which are
collected regularly on a non-discriminatory bagsisl avhich do not exceed ISK 100
thousand shall be itemised separately in the fia&raccounts. Payments from
individuals in excess of the above maximum congiteontributions in the
understanding of Article 2.

Article 6
Contributions in the understanding of these Ruleferrto contributions to the
activities of political parties or candidates ceatbral campaigns, whether in the form
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of direct contributions of cash or other benefitsish can be assessed at cash value,
regardless of origin or nature, with the limitasorestablished in these Rules.
Contributions in this understanding include:

a. Any discounts, which are not general and publictros market price of any
goods;

b. Favours and concessions, including discounts wdaiemot general and public
on the market price of any services, such as digsoon the market price of
advertisements, rent or other payment for the @iseab estate.

c. Free use of staff, i.e. the work of paid employé¢dlse wage cost is borne by
parties other than the political party or electarahdidate. Volunteer work
does not constitute contribution in the understagadif the Rules.

d. Free use of facilities and equipment, apart frora tise of the personal
property of volunteers which is not used for coneiampurposes.

e. Waivers of residual debts, whether in part or ilf, funusual loan terms or
assistance in financing.

Article 7
Exempt from the ISK 300 thousand maximum pursuarrticle 2 are contributions
in the form of general and public discounts whiohk available to anyone on the basis
of tariffs or general business practices. Geneardl@ublic discounts shall be itemised
separately on the sales invoice.

Article 8
If an exclusive discount has been granted on a @hamkce, cf. subsection 6(a), the
balance of the market price and actual price sfaitemised as a contribution in the
annual financial report. Other contributions, sashthe free loan of staff, facilities or
equipment, apart from the exceptions referred tsuinsection 6(d), shall be assessed
at cash value at the going rate or market priceuagnt at any time and itemised in
the annual financial report at that price.

Article 9

Market price in the understanding of the Rulesrsete the normal going price in

trading in goods or services on an arm’s lengthsbasking into account discounts
granted in a general and public manner on a comatdrasis. In assessing payment
which is not in the form of cash, the assessmeait bk based, to the extent possible,
on the tax assessment of the Directorate of Inté&egenue. In the event that a going
price is not available, the assessment of benafits privileges which have not been
given a cash value shailhter alia, take account of the cost that the beneficiaryldou
have had pay for such benefits, unless a speeikcassessment for the benefits is
available.

Article 10

“‘Related parties” in the understanding of the Rukders to legal persons where the
same person or persons own a majority of the shaméal capital and voting rights
in both or all the legal persons, provided thatréspective share belonging to each of
them amounts to a minimum of 10% of the share ahpititial capital or voting
rights in the legal persons in question. The sap@ies if natural or legal persons
owning a majority of the shares, initial capitalvating rights in a legal person, with
each of them owning at least 10% of the sharesalimapital or voting rights in the
party, own, jointly with the legal person in questi a majority of the shares, initial
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capital or voting rights in another legal persoha®s and voting rights of a natural
person in legal persons pursuant to this Artictdudes the shares and voting rights of
a spouse and relatives in a direct line.

Article 11
Political parties are permitted to sell to partéiser than those referred to in Article 3
advertisements in public media that they publightlie sole purpose of covering the
cost of presenting their candidates, platforms atiger matters. Income from the
publication may be used only to cover costs whiehdarectly and normally related to
the publication.

Similarly, political parties are permitted to remit their real estate and property at
market price, cf. Article 9. Income from rentingtigities in excess of market price

shall be entered under income as contributionsséwadl in all respects be subject to
the same rules and conditions applicable to cautiobs pursuant to this chapter.

Finances and accounts relating to publication @amding activities pursuant to this

article shall be kept financially separate fromfihances and accounts of the political
party in question, and separate financial repdrédl e submitted for each activity. A

separate list shall be kept of customers and tegpective payments, which shall be
included in the notes to the annual financial rgpaccounts or attachments to such
documents.

Article 12
Any sales by political parties of services and gobat fund-raising purposes, other
than those specified in Article 11, are prohibitédowever, informal sales of
refreshments by political parties, sales of badges lottery tickets, bazaars etc., or
sales of admission to meetings organised by thigepasire permitted, provided that
business of this kind with any single natural @aleperson does not exceed ISK 100
thousand per year.

CHAPTER I
Financial reporting by political parties

Article 13

In the preparation of the annual financial repatftgolitical parties the substantive
provisions of the Annual Accounts Act No. 3/200@lstbe applied to the extent
possible. The boards of political parties and mamadirectors are responsible for the
preparation of an annual financial report for egear, and the report shall include an
income statement, balance sheet, statement offlcagd) notes, and the report of the
board. The annual financial report shall be sighgdthe board of directors and
managing director and endorsed by an auditor.

Article 14
Political parties shall report all their assets &adilities, including commitments and
equity, which is the balance of assets and liagslitFixed assets shall comprise those
assets which are intended for use or ownership conénuing basis. Current assets
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shall comprise those assets which are not interfdeduse or ownership on a
continuing basis.

Outstanding assets, advance payments and debtsawiihturity of over one year
shall be entered as fixed assets or long-term lii@lsi as applicable. Other
outstanding assets, advance payments and liabiitiall be entered as current assets
or current liabilities, as applicable.

Article 15
Political parties shall report all their income axpenses in their income statements,
except as other provided by law or statutory actingnstandards. The income
statement shall, at a minimum, have the followiegnisation on the income side.

Contributions from the State Treasury

Contributions from municipalities

Financial contributions from legal persons

Contributions from legal persons in the form ofctisnts on market price, cf.

subsection 6(a)

Other contributions from legal persons, cf. subeest6(b) — (e)

Financial contributions from natural persons

Contributions from natural persons in the form igcdunts on market prices

Other contributions from natural persons, cf. sabieas 6(b) — (e)

General membership fees

10 Income from rent of real estate

11.Income from rent of movable assets

12.Service revenues, including admission fees to meggtientertainments and
other similar social events

13. Sales of goods, including income from sales ofefments, lotteries, raffles
etc.

14.Other operating income

hrwpE

©OoNOO

The names of the legal persons making contributstiasild be disclosed in the notes
to the annual financial report or in a separatacathent, together with the amount of
the contribution.

Article 16
Political parties should maintain a consolidatedoaat for all units falling within
their scope, such as associations, district casinbiblding companies and related
foundations (cf. Act No. 33/1999 on foundations agigg in business operations),
whether they are registered or not. Consolidatembwats in this context refers to
financial reports where the annual accounts oftipali parties (parent association)
and units (subsidiary associations) falling witttieir scope have been merged into a
single account.

The consolidated account shall comprise an incota¢eraent, balance sheet,
statement of cash flows and notes. Consolidatedusats should give a clear and
comprehensive view of the results, assets and esangcash of both the parent
association and its subsidiary associations. In gheparation of a consolidated
account similar income and expense entries and asseliability entries should be
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added together. All necessary adjustments shouldnéde in respect of specific
factors which apply only to the consolidated acd¢oun

Party units may be excluded from the consolidatezbants if their income is less
than ISK 300 thousand per year. In other respdasprovisions of Chapter VII of the
Annual Accounts Act shall apply to the consolidasedounts of political parties, as
applicable.

Article 17
In the event that two or more political partiesanige a joint electoral campaign in a
specific electoral district a separate financiglo shall be prepared for the joint
campaign.

Chapter 111
Financial reporting of electoral candidatesin personal elections

Article 18
Electoral candidates should keep the finances @f tampaign separate from their
private finances. They shall submit to the Icelandational Audit Office a separate
financial report on their electoral campaign witlsik months from the time of the
election. The accounts and financial reports arfgiesti to the provisions of the
Accounting Act, as applicable.

Electoral candidates in personal elections are pxémm the obligation on financial
reporting if the cost of the electoral campaigngoet exceed ISK 300 thousand.

Article 19
A candidate must always open a separate bank acémuthe campaign, through
which all cash deposits and withdrawals in conectwith the campaign must pass.
Separate accounts shall be kept of expenses relaiirthe campaign, as well as
income, whether in the form of cash payments ortrdmrtions in other form. All
entries in the accounts shall be based on adegoatee documents or data, such as
the originals of invoices, receipts for contributsoreceived, etc.

Article 20
Electoral candidates shall specifically state tlo®in contributions in their accounts,
whether in the form of cash or out-of-pocket exgsnsCosts paid by the candidate
shall be entered as the personal contributionettndidate to the campaign.

Candidates shall maintain a separate registerdofidual contributions which can be
valued in cash, stating the name and ID numberhef $ponsor in question.
Contributions, e.g. in the form of free use of fstaponsoring of advertisements or
other services or goods, shall be credited as iboibns to the campaign, and the
expenses in question shall be expensed in the atofl a candidate is granted a
discount on market price, the discount shall beerext in the same way as a
contribution to the campaign. The goods or servicegjuestion shall then be
expensed at market price, while the discount isredtas income.
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Article 21
If a campaign is financed through borrowings, ailied account shall be given of the
lender, the amount of the borrowing and lendingngein the notes in the financial
report of the campaign. If the term of a loan estebeyond the accounting period,
the National Audit Office shall be informed annyadf the position of the debt of the
campaign.

Cancellations of debts and obviously favourablenlterms shall be assessed as a
contribution by the lender to the campaign.

Article 22
Candidates are not permitted to accept contribstfoom a single person in excess of
ISK 300 thousand, regardless of whether the canttribis a legal or natural person,
cf. Chapter | of these Rules.

The total cost of candidates in pre-election cagnashall not exceed the sum of ISK
1 million, in addition to a supplement calculatedf@llows:

In an electoral district with more than 50,000 ipit@nts 18 years and older, ISK 75
per inhabitant.

In an electoral district with 40,000 - 49,999 inhabts 18 years and older, ISK 100
per inhabitant.

In an electoral district with 20,000 - 39,999 inhabts 18 years and older, ISK 125
per inhabitant.

In an electoral district with 10,000 - 19,999 inhabts 18 years and older, ISK 150
per inhabitant.

In an electoral district with less than 10,000 inkents 18 years and older, ISK 175
per inhabitant.

The calculation of the supplement pursuant to pagdy 2 shall be based on the
number of inhabitants in the electoral districtloBecember immediately prior to the
date of the pre-election.

Article 23
These Rules, which are established on the authofithct No. 162/2006 on the

finances and reporting obligations of political fggs and electoral candidates, are
effective immediately.

Icelandic National Audit Office, 21 March 2007
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