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Report of the External Auditorsfor thefinancial year 2002,
with financial statements of the International Tribunal for
the Law of the Sea as of 31 December 2002

Introductory note

1. The ninth Meeting of States Parties, as recorded in the report of the ninth
Meeting (SPLOS/48, para. 28), requested the Registrar, pending the entry into force
of the Financial Regulations of the Tribunal, to present to the Meeting of States
Parties every year a preliminary performance report on the use of the budget
appropriations for the preceding year and a final performance report on the use of
the budget appropriations for the year prior to the preceding year.

2.  Consistent with that decision, the report of the External Auditor for 2002, the
year prior to the preceding financial year, is hereby presented.

3. The preliminary performance report of the preceding year (2003) is contained
in annex | to the draft budget proposals of the Tribunal for 2005-2006
(SPLOS/2004/WP.1).

1 The submission of the present document was delayed due to the late receipt of the other
document required for reference purposes.
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A. Scope of the Examination

Wea have auditad the accompanying financial statements of the

International Tribunal for the Law of the Sea,
Hamburg
ihersinafter also referred to as "the Tribunal™ or "ITLOS"}

including the statement of assets, llabilitles, working capital fund and excess of in-
come over expenditures as of December 31, 2002 {(Exhibit ), the statement of in-
come and axpenditures for the perod from 1 Janoery until 31 December 2002 |Ex-
hibit 1} and the Notes 1o the financial staternents for the period 1 January until 31
December 2002 {Exhibdt 100, Within the audit scope we have additienally asuditod
certain aspecis of operating procedures as directed by the President of the Interma-
tional Tribunal for the Law of the Sea Bz et out in hizs letter of 17 April 2003 far
the year 2002, The financial statements are the responsibility of the Registry of the
Tribunal. Our responsibility is to express en opinlon on these financial statemants
and the following aspects of the operational procedures of the Tribunal:

1. whether expenditures incurred have been appropriately authorizad by the party
daesignated for that purpose in the Rule of the Tribunal and the Financial Regula-
tiong of the United Mations;

2. whether staff and pereons being paid by the Tribunal have besn feeruited or en-
gaged in the manner provided in the Rules of the Tribumal or the Financial Regu-
lations of the United Mations;

3. whether goods and services have been procured in accordance with the proces-
dures provided for in the Financial Regulations of the United Nations; and

4, whether goods and services which have been procured are necessary or not
excessive, heving regard to circumstances and the functions of the Tribunal.

Tha financial statemaents as of Decernber 31, 2002, and our audit thereon cover the
period from 1 Januwary to 31 Decembsar 2002,
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3. The International Tribunal for the Law of the Sea applied generally accepted ac-
counting principles and the Financial Regulations and Rules of the United Nations
which are applied mutatis mutanais.

4. We conducted our audit in accordance with generally accepted auditing standards,
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstate-
ment. An audit includes examining, on & test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assess-
ing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis of our opinion,

5. Reference is made to the General Terms for "Wirtschaftspriifer und Wirtschafts-
prufungsgesellschaften” dated January 1, 2002 and our Special Conditions dated 1
January 2001 {Exhibit VIl}, in regard to the assignment and our responsibilities, in-
cluding those 1o third parties,

E. Budget

6. The Meeting of State Parties, at its 11" Meeting, by its decision on 17 May 2001
approved and appropriated the amount of USD 7.807.500 for the International Tri-
bunal for the Law of the Sea for the period from January, 1 to December 31, 2002,
as set out in document SPLOS/70. With a view to providing the Tribunal with the
necessary financial means to consider cases in 2002, in particular those requiring
expeditious proceedings, the Meeting approves alse an amount of USD 894,300 in
2002 as contingency funds of the Tribunal, which shall only be used in the event of
cases submitted to the Tribunal. The Meeting also approves an amount of
USD 50,000 to be appropriated to the Working Capital Fund in 2002, in order to
build up the Working Capital Fund to the recommendad level of USD 650,000,

7. The Meeting of State Parties, at its 1 2™ Meeting, by its decision on 25 April 2002,
decided that the Tribunal should surrender the savings from the budgets of the
Tribunal for 1998, 1999 and 2000. A deduction of the amount of such savings
should then be made from the assessed contributions of States Parties for 2003.
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10.

11.

12,

The Meeting of States Parties authorized the Tribunal to transfer funds batwean
appropriation sections whan it is necessary to deal with cases, which may arise
during the budget period 2003. In addition, the 12* meating on an exceptional ba-
sis approved an amount of USD 500,000, being part of savings from the financial
period 2001, to be appropriated to the Working Capital Fund of the Tribunal, in ar-
der to provide the Tribunal with the necessary financial means, in the event of tem-
porary shortfalls in funds, to consider cases to the extent that the expenditures
cannot be met from the Contingency, or from the transfers of funds between ap-
propriation sections.

The statement of income and expenditure for the period from 1 January until
31 December 2002 shows an excess of income over expenditure of USD 958,424,

Budget estimates are based on the number of cases, whereby only one of the twa
anticipated cases emerged during the year. In addition, with respect to the Casa
dealt with by the Tribunal in December 2002, a shorter meeting time for the
Judges of the International Tribunal for the Law of the Sea in Hamburg than pro-
vided for in the budget resulted in savings in the budgest lines.

This axplained savings in the areas Contingency Provision (this is a provision made for
Tribunal cases, which they might receive during the year), Overtime and Communica-
tions

Savings in Judges remuneration resulted from a wvacancy in the Tribunal at the
March session and in addition the contingency pension provision was not fully util-
ized as five judges were re-alectad.

Equipment purchased during the year was lower than anticipated due to a scale
down of original purchases planned. At the same time the Rental and Maintenancea
of Equipment was reduced, as expired lease contracts were not renewed as addi-
tional equipment was purchased rather than leased,

Dwar-expenditure in the budget line common staff costs & a result of relocation
expenses associated with the arrival and departure of staff members. The initial
budgetary estimates in the Maintenance of Premises proved to be insufficient and
higher costs than anticipated occurreéd as warranties and initial service contracts
provided by the host country came 1o an end,
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C. Audit Opinion

In our opinion, the financial statements referrad to above presant fairly, in all mata-
rial respacts the financial position of the Intemational Tribunal for the Law of the
Sea, Hamburg, as of December 31, 2002, in conformity with generally accepted
accounting principals and with the Financial Regulations of the United MNations
which were applied mutatis mutandis. The operational procedures of the Interna-
tional Tribunal for the Law of the Sea as detailed in Exhibit VI were in accordance
with the Rulas and Staff Rules of the International Tribunal for the Law of the Sea
and the Financial Regulations and Staff Rules of the United Nations applied mutatis
ftandis.

Hamburg, May 16, 2003

PrCWATERHOUSE COPERS

Gmbid
Wirwhaftspridungspesedlschar

W, Schoppich) K.\, Rother)
Wirtschaftsprifer Wirtschaftspriifer
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International Tribunal for the Law of the Sea

Statement of Income and Expenditures for the period from

1 January until 31 December 2002
(Statement 1)

2002 2001
usn LSO
Assassad contributians 7.807 500 B.090,300
ke Inooma
Interest income [net) 67.067 146.693
Savings an cancefation of prior peried obiigatons 101.066 186.213
Gains/losses [-) on exchange -EB.1448 32.133}
Miscellarisous Income/expense 86 875 a
Total Income TA4.453] 82,455 939
Expenditure
Total expenditure and obligations [Exhibit W} -?.DIEEE_E -6.972 81
Provision for Working Capital Fund Ragarva o 150,000
Excess of incoma ovar expanditure (2007 siter
wwlﬂ_m Tar tha Wﬂrhi‘g{:u;it-l Fund Reservel 858424 1.333.269
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International Tribunal for the Law of the Sea

Statement of Assets, Liabilities, Working Capital Fund and
Excess of Income over Expenditures as at 31 December 2002
(Statement 2)

2002__ 2001
uso uso
ASSETS
Cash and term depasits 7.573.989 B.B43.011
Accaunts recaivabia
Contributhany recalvable from States Parties 1.621.500 13714764
Tax fetmbursamant dus 165,844 176.302
Aocoumts recalvabla - Othars 182,732 74.898
TOTAL ASSETS 9 534 165 B.A412.370
|LIABILITIES
Contributions received in advance for 2003 625,668 1.186.339
Swrrender of savings prior vears 1o States Parties in 2003 2.633.220 0
Obligations - current pesiod 973410 694,348
Linligustated obligations - prioe periods Q 72.936
Fund account i B.784
Forea fund 3408 3.408
Assesamant special aocount 2.356.865 1.830.074
TOTAL LIABILITIES 6,592,472 4. 7556 BEET
Warking Cagital Fund 1.150.000 G50.000
Priar period Gains-Reserve 833 EEHL 2.633.210
Excess of income aver expenditure (2007 after
pravision for the Werking Capital Fund Reserve) oS58 424 1.333.268
TOTAL RESERVES AND FUND BALAMNCES 2041 E93 4.616.489|
TOTAL LIABILITIES. RESERVES AND FUND BALANCES 9,534,165 3.4123:|'E|
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International Tribunal for the Law of the Sea

Notes to the Financial Statement for the period
1 January until 31 December 2002

Note 1: Statement of the objectives and activities of the Tribunal

1. The International Tribunal for the Law of the Sea (ITLOS) is an independent internats-
onal judicial body established by the United Nations Convention en the Law of the
Sea to adjudicate disputes arising out of the interpretation and application of the
Convention. It began its activities in 1996. The Tribunal is open to States Parties to
the Convention and, in certain casas, to entities other than State Partles {such as in-
ternational organizations and natwrs! or legal persons]. The jurisdiction of the Tribunal
compriges all disputes submitted to it in saccordance with the Convention. It also sx-
tends to all matters specifically provided Tor in any other agreameant, which confers
juriadiction on tha Tribunal. The Tribunal is composed of 21 Independant members
elected by secret ballot by the States Pariles o the Convention.

Note 2: Summary of significant accounting policies

£. The Fourth Meeting of the States Farties to the United Nations Conwvention of the
Law of the Sea decided that pending the adoption of the Tribunal's Financial Reguls-
tions, the Financial Regulations of the United Nations will apply mutatis mutandis to
the Tribunal, The Tribunal's accounts are therefore currently maintained in eccor-
dance with the Financial Regulations and Rules of the United Mations with such
maodifications as required by the nature and scope of work of the Tribunal,

3. The form of presentation of the accounts, comprsing TwWo statéments and one An-
nex {Exhibit V] for the Financial Period ending 31 December 2002, is in line with the
formats proposed for use by the agencies of the United Nations system,

Accounting Pariod

4, The current accounting period being reported on is from 1 January to 31 December
2002,
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Currency of accounts

B,

The accounting unit is the United States Dollar. The United Nations operational rates
of exchange form the basis for establishing the equivalent in United States Dollars of
other currencies.

Translation &l currencies

6. Differances between the valuation of the currencies when entered into the scosunts
and when actuel transactions are completed are calculated and detziled in thess no-
tes as gains and losses on exchange transactions,

7. Perigdically, assets and liabilities in currencies other than United States Dollars are
revalued for accounting purposes at the pravailing United Mations operational rates of
exchange. Any variance due to fluctuation of those rates is accounted for as income
or loas in the statement of Income and expenditura.

Incoma

B. Income consists of assessad contributicns from the States Parties. Al other income
received by the Tribunal is classified as miscellanecus income and is included as ge-
naral resources. - {See note 4]

Expenditure

9. Al expenditure of the Tribunal s recorded against allocated lines of budgetary
Bppropriation.

10, Expenditures of the Tribunal gre scoounted for on an accrual basiz, except for those
relating to staff entitlements, which are accounted for on the basis of cash dis-
bursements. No provision is made for staff antitlements due to repatriation, accumu-
lated annual leave and compensatory time liability, Reference is made fo Mote 3: on
Contingent liability.

Assers

All funds received are deposited into Tribunal's bank accounts, including thosé under
special account arrangements [sea Note &), and reflected as cash holdings. Mon-
expandable aguipment [especially computer hardware and software] i2 net included
in the assets but s charged against the current eppropriations when acquirad.
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Liakilitie=z

12. The Habilities of the Tribunal include contributions received in advance from States

13.

14.

Parties for the budget period 2003 of USD 825,568, liquidatad and unliquidated ob-
ligations of USD 241,243 and USD 732167 [total USD 9734100, spocial accounts
maintained for stall assessment withholdings of USD 2,356, 865 and the surrendar
of savings to States Parties of USD 2,633,220,

A special account (Assessment speciel account] has been maintained lor staff as-
sassment withhaldings from the gress remuneration of staff in accordance with the
applicable scale of the United Mations.

The Meeting ol States Parties at its 12™ mesting on 25 April 2002 dacided that the
Tribunal will return savings from the 1998, 1999 and 2000 budgets af the Tribunal,
which were not credited 1o the working Capital Fund, to the States Parties. A new
sccount entitled "Surrender of savings prior years to States Partiss in 2003" was
therefore created to which thesae savings have been reclassified from the prior pariod
gains reserve accordingly.

Reserves

1B.

16,

Reserves inchuda funds credited 1o the Working Capital Fund in the full amount au-
thorized by the Meating of States Parties as follows:

19389 savings uso 200,000
2000 appropriaions : usD 50,000
2000 savings UsD 200,000
2001 appropriations usD 50,000
2001 zavings wsh 150,000

LS G50, 000

Henca the Working Capital Fund has been built up to the lovel envisaged in the deci-
gion of the Eleventh Meeting of States Parties [SPLOS/TO paragraph 31, An addi-
tional amount of USD 50,000 approved by the Meeting of States Parties to be ap-
propriated 1o the Working Capital in the 2002 budget of the Tribumal [SPLOS/7O
paragraph 3| was therefore not utilized for the purpose and will be returned 1o the
State Parties as part of the savings from the 2002 budget paricd (see Exhibit V).

11
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The twellth Meeting of States Parties (SPLOS/89 parsgrapgh 2) on an exceptional
basis approved an amount of USD 500,000, being part of savings from the financial
period 2001, to be appropriated 1o the Working Capital Fund of the Tribunal, in order
to provide the Tribunal with tha necessary financial means, in the svent of temparary
shertfalls in funds, to consider cases to the extent that the expenditure cannot be
mat from the Contingency, or from the transfer of funds between appropriation sec-
tions.

As a consequence of the approved transfer of savings and appropriations in pravious
years the Weorking Capital Fund currently stands st USD 1,150,000,

2001 Warking Capital Fun uUsD GH0.000
2001 Additional savings LISD 500,000
TOTAL uso 1. 160,000
T

Note 3: Contingent fiability

The net contingent Habllity for stafl benefits as at 31 December 2002 is established
at USD 230,267,84 consisting of the following:

Boeumuleted laave Usk  119.778.33
Compensatary tima LIED 1.682.20
Repatriation grant UsD 108,367 25

UsD 230.627 .84

20, There is no provision in the accounts lor contingent liability. The expendituras will ba

charged against the budget appropriaticns of the periods whan actual payments ara
made. In accordance with the Staff Regulation and Rules of the Tribunal the contin-
gent liability raflected above is based on net remuneration.
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MNote 4: Income

21.

Tha Tribunal's income in the financial peried 2002 totalled USD 7,974,453, Income
resulted from contributions of 138 States Parties (including the Europsan Commu-
nity) totalling USD 7,807,600, In addition, income included savings due to the can-
cellation of prior pariod obligations in tha amount of USD 101,088, nat Interest in-
come of USD 67,057, German social secwity payments recovered fram staff in the
amount of LISD 118,310 isee Note 7), which were netied with miscellaneous ax-
penses. Losses due to fluctuations in exchange rates amounted to USD 88 146, OF
the total income for 2002 from contributions of the States Parties, an amount aof
USD E85,397 was outstanding at the end of that Financlal Period. With regard 1o
the pravious budgets of the Tribunal amounts of USD 73,214 for 199697,
usD 40,067 for 1998, USD 183,103 for 1999, USD 1B0,563 for 2000 and
USD 459,166 for 2001 were still outstanding. The balance of unpaid contributions
with respect to the overall budgets of the Tribunal {1296/37 to 2002 therefore
amount 1o USD 1,621,600, No allowances for doubtful accounts receivable for the
overdue balances have yet been considered in the Statement ol Assets, Liabilities
and Waorking Capital at 31 December 2002, as the risks associated with these ovear-
dua balances are partly affset by the Tribunals liability for the surrender of savings to
the States Parties and Turther efforts undertaken by the Tribunal to collect the out-
standing receivables from the States Parties.

Note 5: Expenditures

22,

23.

The Tribunal's expenditures for the Financial Period 2002 totalled USD 7.016,029,
There was an over-axpenditure in the amount of USD 8,204 arising from the com-
mon costs in the budget line "Remuneration of Judges'. The amount budgeted for
common cosls proved to be inadeguate dua to the installation/remeoval costs incurred
with respect to tha election of the new President. The overall amount under the
“Judges’ section is howsever within the budgetary provision,

Thera was an over-sxpenditure due to the fact lour new international staff membaers
(three aof them with families] joined the Tribunal and twe international stall members
laft tha Tribumal. This represents 8 movement af forty percent of the total profes-
sional staff. This situation was further compounded by a nagative exchange rata im-
pact, due 1o a stronger Euro. The over-expenditure undes this budget line amounting
to USD 104,182 has been offsel against savings under the "Staff cost” section and

13
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24,

other income recovered from German social security payments from stafl in 2002
{50 par. 21 abowva]. Due to the fact that these expenditures represent authonsad en-
titlements of the staff approved by the Meeting of the States Parties, this over ex-
penditure was unavoidakble

There was an over-expanditure of USD 47,465 due to the fact that the initial budg-
etary estimales were determined without sufficient experience in the operation af the
premises. This was explained to the Meeting of States Parties in the Budget proposal
2003, These estimates were inadequate for the utilites and maintenance coniracts.
While economies were made In some areas, an over-expenditure could not be
avoided. The owverall amount under "Operating expenditures” section s howaver
within the budgetary provision.

Note 6: Assets

25,

26.

27,

Contributions receiveble from States Parties as al 371 December 2002 amount to 3
total of USD 1,627,500,

A5 at 31 December 2002, cash totaled USD 7,573,989, Included in this amount is &
special account Tor stafl assessments of USD 1,875,880, Staff azsessment is a
form of internal taxation on the salaries of officials emploved by the organizations of
the United Mations system. It is used to reimburse staff members whose salaries are
subject to national income tax. For this purpose the Tribunal has maintained a Staff
Assassment Account, which currantly stands at USD 2,356 865, These amounts in-
cluded in the total cash balance are not expendable resources of the Tribunal. The
amowunt placed in the staff assessment account is the subject of a proposal to be
discussed at the Thirteenth Meeting of the State Parties in New York from 3 to 13
Jdune 2003,

The aggregate of accounts receivable, advances and deposits a5 at 31 December
2002 totalled LISD 9. 534,165,
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Mote 7: German Social Security Payments

28,

On the basis of the German government’s confirmation that the United Mations Staff
FPension Fund provides for adeguaie bénefits, the practice to reimburse Garman or
German resident stalf members insured under the statutory social insurance system
for the employer’s share {B0%) to the pension scheme was discontinusd with effect
fram 1 January 2002, The staff members concemed applied Tor the return ol ali
payments 1o the German pension scheme since 1 July 1987, Following receipt of
the respective amounts the employer's share, subject to a deductible equivalent to
the amount of interest that could have accrued on the contributions made to the
Garman pension schemes, was reimburzed to the Trbunal, The applicable Inierest
rates for this purpose were calculated on the basis of the Garman Federal Bank's sta-
tistical overview on annual interast ratas. A total of USD B6,453 was already recov-
grad from stafi members during the course of 2002, An additional amount of
UsD 51,857 i included in "accounts recelvable - ather” and will be collected in
2003 fram the staff members.

Mote 8: Prior Period Gains-Reserve

29,

The audited Financial Statements of 1998, 1993 and Z000 showed & net gain of
income over-axpanditura in the amount of UWSD 2,633,220, Under the United Nations
Financial Regulations, which the Tribunal spplles motats mufandis, this amournt
should be surrendered by adjusting the States Parties Assessment of Contributions
for the follawing Financial Pericds. In view of the outstanding contributions and the
need to build up the Woarking Capital Fund to an operational level and as noted in the
1298 and 2000 Financial Statements the surrender has previously been daferred.
The total amount 0 be surrendered with regard to the 1996/97 to 2000 Ninancial
pericds had been kept in & separate accouni, The matter was placed before the
Twelith Meeting of States Farties. The Meeting of States Parties decided that sa-
vings indicated abowve should be surrendered in compliance with the Financial Regula-
tiong of the United Mations and be deducted from the assessed contributions of Sta-
tes Parties for 2003.

15
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International Tribunal for the Law of the Sea

Financial Report for the Financial Period
1 January - 31 December 2002

Intraduction

The Registrar of the Tribunal for the Law of the Sea submits herewith the Financial
Report for the Financial Period from 1 Januwary to 31 December 2002, This s the
sixth Financial Pariod and the sixth Financial Repert of the International Tribunal for
the Law of the Sea [ITLOS],

The Financial Report includes the Statement of Income and Expenditures [Statament
1], the Statement of Assets and Liabilitieas (Statement 2}, the Notes to the Financial
Statements, and Annex | [Exhibit V). Of these, Statements 1 and 2 are presentad to
facilitate review by States Parties to the Convention on the Law of the Sea. They are
in line with the formats agreed for the harmonization of tha accounts of agencies
and organizations in the United Nations common system. The Financlal Report pro-
vides the financial resulfs of ITLOS activities in 2002, Highlights are surnmarized in
the following paragraphs:

Incamea

ITLOS income i the Financial Period 2002 totalled assessed contributions of USD
7,807,500, Incoma resulted from contributions of 138 States Parties (including the
European Community] at the end of 2002, Of the total income from contributions far
2002 an amount of IS0 685,397 was outstanding as ot 31 December 2002, The
balance of unpaid contributions with respect 1o the overall budget of the Trbunal
(19596 to 2002} amounted to USD 1,621,500 an that date. In addition to the above
there was other net income in the total amount of USD 166,953 from different
sources like interast income, German social security payments recoverad and the
cancellation of prior period obligations and exchange losses.
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Expenditure

ITLOS expenditure for the Financial Period 2002 was USD 7,016,029, Thers were
certain savings due to tha non-utilization of the Contingency and the Working Capital
Fund and the optimizing of resources.

Spacial sccounts

A special account was maintained for staff assessment withholding from 1996 to
2002. In addition, a separate special Bocount was also maintained for gavings from
the 1988 to 2000 budgets aof the Tribunal, which will be deducted from the as-
sezsad contributions of the States Parties for 2003,

Working Capital Fund

The Twelfth Meeting of States Farties (SPLOS/B9 paragraph 2] on an exceptional
basis approved an amount of USD 500,00, being part of savings from the financial
period 20017 to be appropriated to the Working Capital Fund of the Tribunal, in ordes
ta provide the Tribunal with necessary financial means, in the event of temporary
shortfalls in funds, to consider cases 10 the extent that the expenditure cannot be
met from the Contingency, or from the transfer of funds between appropriation zsc-
tiens, As a consequence of the approved transfer of savings and appropriations in
pravious years the Working Cepital Fund currently stands at USD 1,150,000

Institutional arrangements

The financial records of the Tribunal were maintained in the network version of the
Sun computerized accounting system which was fully implermented in 2002,

S

ilippe Gautier
Registrar

17
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International Tribunal for the Law of the Sea

Audit Procedures and Results of the Additional Audit Scope

As directed by the President of the International Tribunal for the Law of the Sea and st
eutl in his letter dated 17 Aprl 2003, we have audited the following sspects of operational
procedures in eddition to our audit of the financial statements as of 31 Decembar 2002

1. whaether expeanditures incurred have been appropriately authorized by the pary desig-
nated for that purpose in the Aule of the Tribunal and the Financial Requlations of the
United Mations:

2. whether staff and persons being paid by the Tribunal have been recruited or engaged
in the manner provided in the Rules of the Tribunal or the Financial Regulaticns of the
United Nations;

4. whether goods and services have been procured in accordance with the procoedures
provided far in the Frencial Regulations of the United Mations: and

4. whather goods and services which have been procured are necessary of Not BXCESSVE,
having regard to circumstances and the functivns of the Tribunal.

Az part of our audit of the financial statements the following additional procedires have
bean parformed by us:

&,  Authorization of expenditures

As instructed, we have reviewed the procedures for the authorization of expenditures as
outlined in the Financial Regulations of the United Mations, and tested on a sample basis if
thase proceduras have baen strictly followed by the Tribunal in all matenal respects.

A5 a result of the work done, no significant matter came 1o our atlention. In our opinion
the procedures for the authorzation of expenditures were carred out in accordance with
the Financial Regulations of the United Mations.

19
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b,  Procedures for recruiting/engaging staff

We heve reviewed if the procedures for recruiting/engaging staff are in line with the Staff
Hegulations of the International Tribunal and United Mations staff rules and selsctad far
testing the recruitment procedures for two new employeas engaged In 2002,

As a resuit of the wark done, no significant matters arose. In our opinioen we balieve that
the Tribunal has carred out the procedures for recruiting staff in accordance with tha
Rulas of the Tribunal and the Financial Regulations and staff rules of the United Nations.

c. Procedures for procurement of gocds and services

We roviewad if the procedures followed by the Tribunal in the arder process were in line
with the Financial Regulations of the United Mations fi.e. inciude request of bids or ton-
ders, fair analysis of tenders, written contracts etc.) and tested on a sample basis, that
these procedures have boen considered in all material respects by the Tribunal,

As & result of the waork done, no significant matters came to our attention. In our apinion
the procedures for procuremeant of goods and services ware carred out in accordance with
the Financial Regulations of the United Mations.

d. Examined whether goods and services procured are necessary or not excessive, hav-
ing regard to circumstances and the functions of the Tribunal

As part of our audit wa have examined, {1} il the expenditures reported for the fiscal year
have been properly included in the Statement of income and expenditures and have been
charged 1o the appropriate budget line, (2] if the goods and services procured wers neces-
sary or not excessive with regard 10 circumstances and the functions of the Tribunal.

As a result of our work we noted certain minor over-expenditures within the budget lines
Judges Pension Scheme and Maintenance for the Premises. The over expendibures ware
not excessive high, could be reasonably explained by the Tribunal and were compenszated
by savings under compatible budgel lires, The eguipment acquired is duly listed in the
inventory and is being used as required by the circumstances and the lunctions of the Tri-
bunal.
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Special Conditions

Governing the Ralsing of the Limit of Liability defined
in the General Terms of Engagement for
Wirtschaftsprifer and Wirtschaftsprifungsgesellschaften
as amended January 1, 2000

Instead of the lower liability limit for single cases defired in section 8 (2} of the enclosed
General Terms of Engagemant a uniform limit of Eure 10 milllan shall apply.

Whare tha Client is of the opinion that the engagement nvolves & risk significantly in excess
of Euro 10 million, wa are prepared to raise the limit on our liability to @ reasonable amount in
exchange for an adequate increase in our fees, provided that insurance cover can be ob-

taimed,

The sbove shall not apply where & highar or lower limit on liabllity for professional services is
prescribed by law, e.g. for a stetutory audit,

Where a loss is due to several causes, we shall ba liable only if our negligence or the negli-
gence of our staff has contributed to the loss, and only for the proportion of the loss corre-
sponding to the extent of such contribution, subject to the agreed limit on our liability: this
provision shall apply in particular to all engagements to be parformed jointly with other mam-
bers of tha profession.

In addition to saction 7 (1) of the General Terms of Engagement we point out that a limitation
of our lisbility egreed with our client will also spply to any third party who is affected by the

angagament.

Exclusive place of jurisdiction for any sction or other legal proceedings arising out of of in
connection with this engagement shall be the court competent for the office in charge for this
engagament.
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