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Thirteenth Meeting
New York, 9-13 June 2003

Report of the External Auditors for the financial year 2001, with
financial statements of the International Tribunal for the Law of
the Sea as of 31 December 2001

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 2001, the year prior to the
preceding financial year, is hereby presented.

3. The preliminary performance report of the preceding year (2002) is contained in annex I to the
draft budget proposals of the Tribunal for 2004 (SPLOS/WP.1).
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A. Scope of the Examination

We have audited the accompanying financial statements of

The International Tribuna! for the Law of the Sea
Hamburg
(hereinafter also referred to as "the Tribunal™ or "ITLOS")

including the statement of assets, liabilities, working capital and excess of income over
expenditures as of December 31, 2001, the statement of income and expehditures for the
period then ended and the Notes to the financial statements. Within the audit scope we
have additionally audited certain aspects of operating procedures as directed by the Presi-
dent of the International Tribunal for the Law of the Sea as set out in his letter of
14 March 2002 for the year 2001. The financial statements are the responsibility of the
Registry of the Tribunal. Our responsibility is to express an opinion on these financial
statements and the following aspects of the operational procedures of the Tribunal:

1 whether expenditures incurred have been appropriately authorized by the party desig-
nated for -that purpose in the Rule of the Tribunal and the Financial Regulations of the
United Nations;

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 Regulations of the
United Nations;

3. whether goods and services have been procured in accordance with the procedures
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.
having regard to circumstances and the functions of the Tribunal.

The financial statements as of December 31, 2001, and our audit thereon cover a period
from 1 January to 31 December 2001.

The International Tribunal for the Law of the Sea applied generally accepted accounting
principles and the Financial Regulations and Rules of the United Nations which are applied

mutatis mutandis.



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 misstatement. An audit includes ex-
amining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and signifi-
cant 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.

Reference is made to the General Terms for "Wirtschaftspriifer und Wirtschaftsprafungs-
geselischaften” dated January 1, 2002 and our Special Conditions (Exhibit 7}, in regard to
the assignment and our responsibilities, including those to third parties.



B. Budget

The Meeting of State Parties, as its 10?‘ Meeting, by its decision on 24 May 2000 ap-
proved and appropriated the amount of USD 8.090.900 for the International Tribunal for
the Law of the Sea for the period from January, 1 to December 31, 2001, as set out in
document SPLOS/56. In addition, the meeting recalis that the Ninth Meeting of State Par-
ties approved the establishment of a working Capital Fund for the Tribunal and that it pro-
vided on an exceptional basis for up to USD 200.000, to be credited to the Fund from
savings, from the 2000 appropriations. The Meeting approves an additional amount of
USD 50.000 for advances to the Working Capital Fund of the Tribunal in 2001. Moreover,
the Mesting decides that, on an exceptional basis, savings from appropriations in the
budget for 2001, up to a maximum of USD 200.000, shall also be credited to the Fund.
An additional Contingency Fund was approved up to a maximum of USD 863.900, which
shall be only used in the event of cases being submitted to the International Tribunal for
the Law of the Sea.

The statement of income and expenditure {before provision for the Working Capital Fund)
shows an excess of income over expenditure of USD 1.483.269. As authorized by the
Meeting of States Parties, thereof USD 150.000 was credited to the Working Capital
Fund. '

A shorter meeting time for the Judges of the International Tribunal for the Law of the Sea
in Hamburg than provided for in the budget resulted in savings in the budget lines: Con-
tingency Provision {(which is a provision made for the Tribunal meeting to deal with cases
which it might receive during the year), Travel of judges to sessions, General Temporary
Assistance and Communications. Unchanged to the previous year, recruitment delays re-
suited in savings in the budget lines: Established Posts and Common Staff Costs.

Over-expenditure in the budget line Judges Pensions primarily relates to the demise of one
member of the Tribunal in 2001, which was partly offset against savings under the com-
patible budget line Annual Aliowances. 2001 was the first full year the new Premises at
Hamburg Nienstedten were used by the Tribunal. Expenditures relating to the maintenance
of the Premises have been estimated in the prior year mainly on the basis of cost incurred
in 2000. However, as 2001 was the first full year of utilization of the premises, the costs
proposed in the budget for maintenance proved to be insufficient and led to the over-
expenditure in the budget line Maintenance of the Premises. This over-expenditure was,
however, offset against savings under the compatible budget line Security and Contractual
Services. '
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C. Audit Opinion

in our opinion, the financial stgtements referred to above present fairly, in all material
respects the financial position of the International Tribunal for the Law of the Sea, Ham-
burg, as of December 31, 2001, in conformity with generally accepted accounting princi-
pais and with the Financial Regulations of the United Nations which were applied mutatis
mutandis. The operational procedures of the International Tribunal for the Law of the Sea
as detailed in Exhibit 6 were in accordance with the Rules and Staff Rules of the Interna-
tional Tribunal for the Law of the Sea and the Financial Regulations and Staff Rules of the
United Nations applied mutatis mutandis. .

Hamburg, April 4, 2002
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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 2001

ncome

Assessed contributions

Other Income
interest income (net)
Savings on cancellation of Prior period Obligations
Gain on exchange

Total income

Expenditure
Total expenditure and obligations (EXHIBIT 5)

Excess of income over expenditures

Provision for Working Capital Fund Reserve

Excess (shortfall) of income over expenditure
(after provision for the Working Capital Fund Reserve)

2001 2000
UsD UsD
8.090.800 7.857.019
146.693 72:928
186.213 139.632
32.133 29.157
8.455.939 7.898.736
8.872.670 8.124.760
6.972.670 6.124.760
1.483.269 1.773.976
150.000 250.000
1.333.269 1.523.976
- —




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 2001

2001 2000
. uso usD

Assets
Cash and term deposits 6.849.011 5.158.975
Accounts receivable

Contributions receivabie from States Parties 1.314.164 1.170.881

Tax reimbursements due 176.302 78.808

Accounts receivabie - Others 72.899 4774

Accounts receivable (UNJSPF) 1] 1.371
TOTAL ASSETS 8.412.376 8.414.617
Liabilities
Contributions received in advance 1.186.339 1.158.344
Unliquidated obligations- curment period 0 377.916
Obligations - current period 694.348 422 284
Unliquidated obligations- prior penod 72.936 25.000
Fund account 8.784 8.613
Korea fund 3.408 9.778
Assessment 1.830.074 1.329.482
TOTAL LIABILITIES ~ 3.795.887 3.331.397
Working Capital Fund Reserve 850.000 450.000
Prior period Gains- Reserve 2633.220 1.108.244
Net gain of income over expenditure
{(after provision for the Working Capital Fund Reserve) 1.333.288 1.523.976
Jotal working capital fund and excess of income over
expenditures 4.616.489 3.083.220

TOTAL UABILITIES, RESERVES AND FUND BALANCES 8.412.376 8.414.617




EXHIBIT 3

NOTES TO THE FINANCIAL STATEMENT FOR THE PERIOD
1 JANUARY UNTIL 31 DECEMBER 2001

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

The International Tribunal for the Law of the Sea (ITLOS) is an independent interna-
tional judicial body established in 1996 under the United Nations-Convention on the
Law of the Sea for the settlement of disputes relating to the uses and resources of
the sea. Such disputes may arise between the States Parties to the Convention and
other entities expressly provided for in the Convention.. In addition jurisdiction may-
be conferred to the Tribunal by mutual agreement of the parties to a case. The Tri-
bunal is combosed of 21 independent members of recognized competence in the
law of the sea representing the principle legal systems of the world to provide a
global forum for law of the sea disputes.

Note 2: Summary of significant accounting policies

The Fourth Meeting of the States Parties to the United Nations Convention of the
Law of the Sea decided that until regulations governihg the management of the Tri-
bunal’s financial resources have been approved by the States Parties, the Financial
Regulations of the United Nations wiill apply mutatis mutandis. The Tribunal’s ac-
counts-’ are therefore currently maintained in accordance with the Financial Reguia-
tions and Rules of the United Nétions with such modifications as réquired by the
nature and scope of work of the Tribunal.

The form of presentation of the accounts, comprising two statements and one
Annex for the Financial Period ending 31 December 2001, is in line with the for-
mats proposed for use by the agencies of the United Nations system.

Accounting Period

The current accounting period being reported on is from 1 January to 3 December
2001.
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Currency of accounts

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 of currencies

Differences between the valuation of the currencies when entered into the accounts
and when actual transactions are completed are calculated and detailed in these
notes as gains and losses on exchange transactions.

Periodically, assets and liabilities in currencies other than United States Dollars are
revalued for accounting purposes at the prevailing United Nations operational rates
of exchange. Any variance due to fluctuation of those rates is accounted for as in-
come or loss in the statement of income and expenditure.

Income

income consists of assessed contributions from the States Parties. All other income
received by the Tribunal is classified as miscellaneous income and is included as
general resources. See note 4. '

Expenditure

All expenditure of the Tribunal is recorded against allocated lines of budgetary
appropriation.

Expenditures of the Tribunal are accounted for on an accrual basis, except for those
relating to staff entitlements, which are accounted for on the basis of cash dis-
bursements. No provision is made for staff entittements due to 'repatriation', accu-
mulated annual leave and cdmpensatory time liability. Reference is made to Note 3:
Contingent liability.
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EXHIBIT 3

Assets

All funds received are deposited into Tribunal’s bank accounts, including: those
under special account arrangements (see paragraph 21), and reflected as cash
holdings. Non-expendable equipment (especially computer hardware and software)
is not included in the assets but is charged against the current appropriations when
acquired.

Liabilities

The liabilities of the Tribunal include contributions received in advance, special
accounts and un-liquidated obligations.

The statement of assets and liabilities includes a special account (United Nations
Joint Staff Pension Funds — UNJSPF) maintained for withholdings from staff and
contributions of the Tribunal to United Nations Joint Staff Pension Fund. The
amount equals the contributions of staff and the organization's share that would
have been payable to the UNJSPF for the period prior to the General Service Staffs’
eligibility to participa_te in the UNJSPF (before 1 January 1997).

A special account (Assessment special account) has also been maintained for staff
assessment withholdings from the gross remuneration of staff in accordance with
the applicable scale of the United Nations.

Reserves

Reserves include funds credited to the Working Capital Fund in the full amount
authorised by the Meeting of States Parties as follows:

1999|Savings usD 200.000
2000 Appropriations uUsb 50.000
2000|Savings usbh 200.000
2001 Appropriations usD 50.000
2001]Savings UspD 150.000

UsD 650.000
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Note 3: Contingent liability

The net contingent liability for staff benefits as at 31 December 2001 is established
at USD 257,636.86 consisting of the following:

Accumulated leave : UsD 127.293,23
Compensatory time usD 835,95
Repatriation grant uso 129.5607,68

UsD 257.636,86

There is no provision in the accounts for contingent liability. The expenditures will
be charged against the budget appropriations of the periods when actual payments
are made. In accordance with the Staff Regulation and Rules of the Tribunal the
contingent liability reflected above is based on net remuneration and does not in-
clude staff assessment. This liability might be subject to German social security
payments (medical insurance, pension and long term care) for German staff.

Note 4: Income

The Tribunal’s income in the financial period 2001 totalled USD 8,455,939 income
resulted from contributions of 137 States Parties totalling USD 8,090,900. In ad-
dition, income included'savings due to the cancellation for prior period obligations in
the amount of USD 186,213, net interest income of USD 146,693 and gains due
to fluctuation in exchange rates amount to USD 32,133. Of the total income from
contributions of the State Parties, at the end of that Financial Period an amount of
USD 1,314,164 was outstanding from States Parties.

Note 5: Expenditures

The Tribunal’s expenditures for the Financial Period 2001 totalled USD 6,972,670.
There were an over-expenditure in the budget line Judges Pension due to the de-
mise of a Member of the Tribunal. This was offset against savings under the com-
patible budget line Annual Allowances. There was also an over-expenditure in the
budget line Maintenance of the Premises totalling USD 20,974 due to inadequate
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estimates regarding the first year of operation in the new premises. The amount
has been offset against savings under compatible budget line Security (contractual
services). These two budget lines have subsequently been amalgamated in the
2002 Budget.

Note 6: Assets

Contributions receivable total USD 1,314,164 as at 31 December 2001.

As at 31 December 2001, cash totalled USD 6,849,011. Included in this amount is
a special account for Pension withholdings and employer's contribution of
USD 8,785 and a special account for Staff assessment withholdings of
UsD 1,113,887. USD 716,187 have been transferred from other bank accounts to
the special bank account for staff assessment in 2002. These are not expendable
resources of the Tribunal. The policy for dealing with the Staff Assessment account
is scheduled to be discussed at the Twelfth Mesting of the States Parties to be held
from 16 to 26 April 2002 in New York.

The aggregate of accounts receivable, advances and deposits as at 31 December
2001 totalled USD 8,412,376.

Note 7: German Social Security Payments

Since the finalization of the Headquarters Agreement is still pending, the Tribunal
has continued in 2001 to reimburse those German or German resident staff mem-
bers ensured under the statutory social insurance system for the employer’s share
(50%) to the pension, medical and long term care components of the scheme. No
reimbursement was made for unemployment insurance. In addition, the staff mem-
bers had to contribute to the United Nations Joint Staff Pension Fund to which the
Tribunal is a participant. On basis of the German government’s confirmation that
the United Nations Staff Pension Fund pfovides for adequate benefits this practice
has been discontinued with effect from 1 January 2002 with regard to pension
scheme contributions. The staff members concerned applied for the return of all
payments into the German pension scheme since 1 July 1997. Upon receipt of the
amount by the staff members concerned, the Tribunal will specify the modalities
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under which the staff members will reimburse the employer's share to the Tribunal
during the course of 2002.

The total payments to cover social insurance contributions into the German statu-
tory scheme during the financial period 1 January to 31 December 2001 amounted
to USD 55,040. An estimated amount of USD 30,970 is for the pension contribu-
tions and is to be recovered in 2002. In addition a sum of approximatély
USD 154,247 is likely to be recovered for the financial Periods 1996/97, 1998,
1999 and 2000. The amount to be recovered will be adjusted by the interest that
would have accrued on the contributions made by the staff member.

Note 8:

The audited Financial Statements of 1998, 1999 and 2000 showed a net gain of
income over-expenditure in the amount of USD 2,633,220. Under the United Na-
tions Financial Regulations, which the Tribunal applies mutatis mutandis, this
amount should be surrendered by the adjusting the States Parties Assessment of
Contributions for the following Financial Periods. In view of the outstanding contri-
butions and the need to build up the Working Capital Fund to an operational level
and as noted in the 1999 and 2000 Financial Statgments the surrender has previ-
ously been deferred. The total amount to be surrendered with regard to the
1996/97 to 2000 financial periods has been placed in 2001 in a separate account.
The matter will be placed before the Twelfth Meeting of States Parties. Unless the
Meeting of States Parties decides otherwise, the Tribunal intends to surrender the
savings indicated above in compliance with the Financial Regulations. In that case a
deduction of the amount of such savings would be made from the assessed contri-
butions of States Parties for 2003. '
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EXHIBIT 4

FINANCIAL REPORT FOR THE FINANCIAL PERIOD
1 JANUARY - 31 DECEMBER 2001

Introduction

The Registrar of the Tribunal for the Law of the Sea submits herewith the Financial
Report for the Financial Period ended 31 December 2001. it should also be noted
that this is the fifth Financial Period and the fifth Financial Report of the Interna-
tional Tribunal for the Law of the Sea (ITLOS).

The Financial Report includes the Statement of Income and Expenditures (Exhibit 1)
and the Statement of Assets and Liabilities (Exhibit 2), the Notes to the Financial
Statements {Exhibit 3) and the Expenditure Report (Exhibit 5), for the ‘financial pe-
riod ended 31 December 2001. Of these, Statements | and [l are presented in line
with the formats agreed for the harmonization of the accounts of agencies and or-
ganisatioris in the United Nations common system, and to facilitate review by
States Parties to the Convention on the Law of the Sea. The Financial report pro-
vides the financial results of ITLOS activities in 2001. Highlights are summarized in
the following paragraphs: '

income

ITLOS income in the Financial Period 2001 totalled assessed contributions of
USD 8,090,900. Income resuited from contributions of 137 States Parties at the
end of 2001. Of the total income from contributions an amount of USD 1,314,164
was outstanding from States Parties as at 31 December 2001. In addition to the
above there was interest income in the amount of USD 146,693.

Expenditure

ITLOS expenditure (before provision for the working capital fund) for the Financial
Period 2001 was USD 6,972,670. There were certain savings due to recruitment
delay factors, non-utilisation of the Contingency and optimizing resources.
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EXHIBIT 4

Special accounts

A special account was maintained for the Pension Fund withholdings of the Staff
members and of the Organization’s share of pension contributions for the period
prior to the General Services Staff's eligibility to participate in the United Nations
Joint Staff Pension Fund. In addition, a special account was maintained for staff
assessment withholdings. ' ‘

Working Capital Fund

The Tenth Meeting of States Parties (SPLOS/56, paragraph 3) provided an amount
of USD 50,000 for advances to the Working'Capital Fund and on an exceptional
basis provided that savings, if any, from the 2001 appropriations of up to a maxi-
mum of USD 200,000 be credited to the Working Capital Fund. Since the previous
budgets of the Tribunal allocated USD 400,000 from savings in previous financial
years and an appropriated amount of USD 50,000 in the Financial year 2000, only
USD 150,000 from savings was necessary to augment the Fund to the recom-
mended level of USD 650,000.

Institutional arrangements

A network version of the Sun computerised Accounting was implemented and staff
were trained in its applications during the course of the year. The system will be
effective from 1 January 2002. The Tribunal also installed an electronic banking
system which is operational.

(Signed) Philippe Gautier
Registrar
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Audit Procedures and Resuits of the Additional Audit Scope

As directed by the President of the International Tribunal for the Law of the Sea and set
out in his letter dated March 14, 2002, we have audited the following aspects of opera-
tional procedures in addition to our audit of the financial statements as of 31 December
2001:

1 whether expenditures incurred have been appropriately authorized by the party desig-
nated for that purpose in the Rule of the Tribunal and the Financial Regulations of the
United Nations;

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 Regulations of the
United Nations;

)

3. whether goods and services have been procured in accordance with the procedures
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,
having regard to circumstances and the functions of the Tribunal.

As part of our audit of the financial statements the following additional procedures have
been performed by us:

a) Authorization of expenditures

As instructed, we have reviewed the procedures for the authorization of expenditures as
outlined in the Financial Regulations of the United Nations, and tested on a sample basis if
these procedures have been strictly followed by the Tribunal in all material respects.

As a result of the work done, no significant matter came to our attention. In.our opinion
the procedures for the authorization of expenditures were carried out in accordance with
the Financial Regulations of the United Nations.
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b) Procedures for recruiting/engaging staff

We have reviewed if the procedures for recruiting/engaging staff are in line with the Staff
Regulations of the Internationat Tribunal and United Nations staff rules and selected for
testing the recruitment procedures for two new employees engaged in 2001.

As a resuit of the work done, no significant matters arose. In our opinion we believe that
the Tribunal has carried out the procedures for recruiting staff in accordance with the
Rules of the Tribunal and the Financial Regulations and staff rules of the United Nations.

¢) Procedures for procurement of goods and services

We reviewed if the procedures followed by the Tribunal in the order process were in line
with tﬁe Financial Regulations of the United Nations (i.e. include request of bids or tend-
ers, fair analysis of tenders, written contracts etc.) and tested on a sample basis, that
these procedures have been considered in all material respects by the Tribunal. ' '

As a result of the work done, no significant matters came to. our attention. In our opinion
the procedures for procurement of goods and services were carried out in accordance with
the Financial Regulations of the United Nations.

d} Examined whether goods and services procured are necessary or not excessive,
having regard to circumstances and the functions of the Tribunal

As part of our audit we have examined, (1} if the expenditures reported for the fiscal year
have been properly included in the Statement of income and expenditures and have been
charged to the appropriate budget fine, (2) if the goods and services procured were neces-
sary or not excessive with regard to 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 expenditures were
not excessive high, could be reasonably explained by the Tribunal and were compensated
by savings under compatible budget lines. The equipment acquired is duly listed in the
inventory and is being used as required by the circumstances and the functions of the Tri-
bunal.
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{Transiator's notes are in square brackets]

General Engagement Terms
for
Wirtschaftspriiffer and Wirtschaftspriifungsgeselischaften

[German Public Auditors and Public Audit Firms]
as of January 1, 2002

This is an English translation of the German text, which is the sole authoritative version

1. Scope

(1) These engagement terms are applicable to0 contracts between Wirt-
schaftsprifer [German Public Auditors] or

{German Public Audit Firme) (hereinafter collactively referred o as the
“Wirtschaftspriler”) and their clients for audits, consulting and other engage-

writing or is not compulsory due 10 legal requirements.

(2) &, in an individual case, as an exception contractual relations have also
been established beiwesn the Wirtscheftsprifer and persons other than the
client, the provisions of No. 9 below aiso apply to such third parties.

2. Scope and parformance of the engagement
(1)maummmwhnmmdw
services — not a particular economic result. The engagement is performed in
accordance with the Grundsédtze

(2) The application of foreign iaw requires — except for financial attestation
ongagements - an exprass written agreement.

(3) The engagement does not extend - 10 the extent i is not directed thereto —
10 an exarmination of the issus of whather the requirements of tax law or spocial
reguintions, such as, for example, laws on price controls, laws limiting
competition and Bewirtschaftungsrecht {laws controling certain aspecis of
specific business operations] wers obesrved; the same applies to the
determination as to whether subeidies, allowances or other benefits may be
claimed. The performance of an engagement encompasses auditing
procedures simad at the delection of the defaication of books and records and
other inmegularities only if during the conduct of audits grounds therelor asise or
i this has been expressly agreed 10 in writing.

(4) i the legal position changes subsequent 10 the issuance of the final
professional statement, the Wirtschaltsprafer is not obliged 10 inform the client
of changes or any consequences resulting thereirom.

3. The cliant's duty to inform

(1) The client must ensure that the Wirtschaftsprifer — even without his spacial
request - is provided. on a timely besis, with alt supporting documents and
records required for and is informed of all events and circumstances which may
uwwmmamwmmmnm
supporting documents and records, events and circumstances which first
become known during the Wirtschaftsproler's work.

(2) Upon the Wirtschaftsprifers request,
mmwmmm the supporting documents
and records and the information and expianations provided are complete.

4. Ensuring Indepandence
Thodiemmleeabmfrﬂnlmmyﬂin
independence of the Wirtschaftsprifer's staff. This particularty applies 0
offers of employment and offers to undertake engagements on one's own
account.

§. Reporting and verbal information

if the Wirtschaftsprifer is required 10 present the results of hig work in writing,
only that written presentation is authoritative. For sudit engagements the long-
form report should be submitted in writing W the extent that nothing else has
been agresd to. Verbal statements and information provided by the
W&wmmwwmmmm

6. Protection of the Wirtschaftspriiter's intsliectual property

computations - prepared by the Wirtschaftsprafer within the scope of the
engagement wilt be used only for his own purposes.

7. Tranamission of the Wirtschattspriifer's professional statement

(1) The transmission of & Wirtschalisprifer's professional statements (long-
form reports, expert opinions and the 1ke) 10 a thild party requires the
Wirtschatftsprifer's written consent 10 the extent that the permission io transmit
10 a certain third party does not result from the engagement temms.

The Wirtschaltsprofer is kable (within the kmits of No. 9) towards thicd parties
only if the prerequisites of the first sentence are given.

(2) The use of the Wirtscheftsprifer's professional ?
purposes is not permitted; an infringement entitles the Wirtschaftsprofer to
immediately cancel alil engagements not yet conducted for the client.

8. Correction of deficiencies

(1) Where there are deficiencies, the client is entitied to subsequent fulfliment
[of the contract]. The client may demand & recuction in fess or the canceliation
of the contract only for the failure t0 subsequently fulfill [the contract); if the

part of thal commercial businoes, a govemment-owned legal person under
public law or & special govemment-owned fund under public law, the chent may
demand the cancellation of the contract only i the services renciensd are of no
inerest 0 him dus 1 the failure 10 subsequentty fulfil [the contract). No. 8
apphes 10 the extant thal claims for dameges exist beyond this.

(2) The chent must asseri his claim for the correction of deficiencies in writing
without delay. Claims pursuant to the first paragraph not arising from an
intentional tort cease 0 be enforceable one year after the commencement of
the statutory time limit for enforcement.

(3)0bviwsdefbimdes such as typing and arithmetical emors and formelle

MIMWWNWWMMMNMUM.

9. Liability .

(1) The Hability timitation of § {'Amdo'} 323 (2 paragraph 2°) HGB
{"Handelsgesstzbuch”: German Comynércial Cods] apphies to stattory
audits required by law.

(2) Liability for negiigence; An individusl case of damages

tf neither No. 1bmmawmhmmm.

pt.nuamlossumno 2 WPQ ["Wirtschaftsprferordnung”: Law reguiating
the Profession ol Wirtschaftsprifor] the kablity of the Wirtschaftsprifer for

claims of compensatory damages of any kind ~ except for damages resulting
from injury to life, body or health — for an individual case of damages resulting
from negiigence is limited to € 4 million; this also applies i Kability to a person
cther than the chent shouks be established. An individual case of damagas
aiso exists in relation {0 a uniform damage arising from a number of breaches
of duty. The individual case of damages encompasses all consequences from

& breach of duty without taking into account whether the damages occurred

in one year or in & number of successive years. in this case multiple acts o

omissions of acts based on a similar source of error or on a source of error of

an equivalent nature &ne deemed 10 be a uniform breach of duly ¥ the matters
in question are legally or economically connected to one another. in this event
the claim against the Wirtschaftspriifer is imited 10 € 5 million. The limitation

1o the fivelold of tha minimum amount insured does not apply 0 compuisory

audits requirad by law.

(3) Prechsive deadiines

A compensatory damages claim may only be lodged within a preciusive

deadline of one ysar of the rightful claimant having become aware of the

damage and of the event giving rise to the claim - at the very lalest, however,
within 5 years subsequent to the event giving rise 1o the claim. The claim

expires if logal action Is not taken within a six month deadtine subsequent 1o

the written refusal of acceptance of the indermnity and the client was informed

of this consequence. The right 1o assen the bas of the preciusive deadiine
remains unaffectad. Sentances 1o 3 also apply to legatly required audits with
statutory liability limits.
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10. Supplementary provisions for audit engagements

mmmnmww.tfmmwumummmam
audior's report, a refarence o the audit conducted by the Wirtschaftsprofer in
the management report or elsewhers specified for the general pubiic is
penwitted only with the Wirtschaftspriier's written consent and using the
wording authorized by him.
(2)ummmmmummmm.nmmw«bo
used. If the client has akeady made use of the auditor’s report, he must
announcs its revocation upon the Wirtschaftsprier's request.

(3) The client has a right to 5 copies of the long-form report. Additional copias
will be charged for separately,

11. Supplementary provisions for assistance with tax matters
(i)wm‘mmmwmumum

engagements. Nevertheless,
he is obliged to inform the client of any errors he has discovered.
(2) The tax consutiing engagement does not encompess procedures required
to meet deadiines, uniess the WirtschafisprOfer has axplicitly accepted the

especialty
tax assessments ~ material 10 meeting the deadlines, 30 that the Wirtschafts-
prifer has an appropriate time period avalable to work therewith.
(3) In the absence of other written agresments, continuous tax advice
encompasses the following work during the contract pariod:

a) preparation of annual tax relumns for income tax, corporation tax and
business tax, as woll as net worth tax retums on the basis of the annual
financial statements and other schedules and evidence required for tax
purposes to be submitted by the client 4

b) examination of tax assessments in relation (o the taxes mentioned in {a)

C) negotiations with tax authorities in connection with the retums and
assessments mentioned in (a) and (b)

d) participation in tax audits and evaluation of the results of tax audits with
respect to the taxes mentioned in (a)

) padticipation in Einspruchs- und Beschwerdeverfahren [appesls and
complaint procedures) with respect to the taxes mentionad in (s).

In the afore-mentioned work the Wirtschaftsprofer takes material published
legal decisions and administrative interpretations into account.

(4) H ths Wirtschaftsprater receives a fixed fee for continuous 1ax advice, in
the absence of other written agreements the work mentioned under
paragraph 3 (d) and (e) wik be charged separately.

(5) Services with respect to special incividual issues for income tax, corporate
tax, business tax, vakuation procecures for property and net worth taxation, and
net worth tax as well a3 all issues in relation 10 sales tax, wages tax, other laxes
and dues requirg a special engagement. This also appiies 10

a) the treatment of nonrecurTing tax maiters, . g. in the field of estate tax,
capital ransactions tax, real estate acquisition lax

b) participation and representation in proceedings before tax and
administrative courts and in criminat proceedings with respect 10 taxes, and

c)the granting of advice and work with respect 1o expert opinions in
connection with conversions of lega! form, mergers, capital increases
and reductions, financial reorganizations, admission and retirement of

partners or sharehoiders, sale of a business, liquidations and the kke.
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(e)bmmmmmmmmnmbweemdumm
this does not inciude the raview of any special

w.mmmhmuumduwﬁm
documents and records to validate the deduction of the input tax cradk.

12. Confidentiality towards third parties and data security

(1 ) Pursuant o the law the WirtschaflsprOler is obliged (o treat all facts that
haoonmbhwhmdonwﬂhh&muouﬂdmﬁd,hupocﬂnd
whether these concem the client himself or his business atsociations, uniess
the client releases him from this obligation,

(2) The Wirtschalsprifer may only releasa long-form reports, expert opinions
and other writlen statements on tha results of his work to third parties with the
consent of his client.
(3)NWMMWBW—WNWWWM
client - to process personal data entrustod to him or allow them o be
processed by third parties.

13, Defautt of acceptance and lack of cooperation on the part of the client
It the client defaults in accepting the sarvices offered by the Wirtschaftsprider
or if the client does not provide the assistance incumbent on him pursuant to
No. 3 or otherwise, the Wintschafisprivfer is entitied 10 cancel the contract

assistance is not affectad, aven i tha WirtschaftsprQfer does not exercies his
right 1o cancet.

14, Remuneration

(1) in addition 1o his claims for fees or remuneration, the Wirtschaltsprider is
enlitied to reimbursement of his outiays: sales tax will be billed seperalely. He
may claim appropriste advances for remunerstion and reimbursement of
outlays and make the rendering of his services dependent upon the complets
saﬁdncﬂondﬁada&m.wupbmmwmmy
and severally lable.

(2) Any set off against the Witschahsprifer's claims for remuneration and
reimbursement of outlays is permitted only for undispuled claims or cleims
detemmined to be legally valid.

15. Retention and return of supporting documentation and records

(1) The Wirtschaftsprifer retains, for saven years, the supporting documants
and records in connection with the compietion of the engagement ~ that had
been provided 1o him and that he has prepared himeetf - a8 well as the
comespondance with respect to the engagement.

(2) Alter the settlemont of his claims arising fom the engagement, the
Wirtachaltsprifer, upon the request of the client, must retum all supporting
documents and records obtained from him or for him by reason of his work on
the engagement. This does not, however, apply to correspondence
exchanged between the Wirtschaftsprifer and his client and 10 any documents
of which the cilent already has the original or a copy. The Wirtschaftsprifer
may preparse and retain coples or photocopies of supporting documents and
records which he retums 1o the client.

16. Applicable law

Mmmmwmwhmmwm
arising therefrom.
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Special Conditions

Governing the Raising of the Limit of Liability defined
in the General Terms of Engagement for
WirtschaftspriOfer and Wirtschaftsprifungsgeselischaften
as amended January 1, 2001

Instead of the lower liability limit for single cases defined in section 9 {2) of the enclosed
General Terms of Engagement a uniform limit of Euro 10 million shall apply.

Where the Client is of the opinion that the engagement involves a risk significantly in excess
of Euro 10 million, we are prepared to raise the limit on our lisbility to a reasonable amount in
exchange for an adequate increase in our fees, provided that insurance cover can be ob-
tained. .

The above shall not apply where a higher or lower limit on liability for professional services is
prescribed by law, e.g. for a statutory audit.

Where a loss is due to several causes, we shall be liable only if our negligence or the negfi-
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 Jimit on our liability; this
provision shall apply in particular to all engagements to be performed jointly with other mem-
bers of the profession. :

In addition to section 7 (1) of the General Terms of Engagement we point out that a limitation
of our liability agreed with our client will also apply to any third party who is affected by the
engagement. ' ’ _

Exclusive place of jurisdiction for any action or other legal proceedings arising out of or in

sonnection with this engagement shall be the court competent for the office in charge for this
angagement.



