VDE

GLOBAL SERVICES

General terms of business and
agreement for Service Contracts

-hereinafter referred to as
“this Agreement”
between

VDE Global Supply Chain
Services Co., Ltd.
2601 Block A, Shen Fang Plaza
3005 Ren Min South Road,
Luo Hu District, Shenzhen, China 518001

- hereinafter referred to as
“VDE GSCS”

and customer
- hereinafter referred to as “customer”

Preamble
1. The customer buys products from external suppliers. The product
was developed as well as qualified and tested by the external
manufacturer and has all needed approvals.

2. The product was specified and defined and is eventually equipped
with customized features by the customer. Partly the customer can
deliver own components to the factory of the supplier, which the
manufacturer assembles in their production line.

3. VDE GSCS is testing products in its labs to confirm compliance to
customer and manufacturer specifications. Test criteria needs to be
defined prior to testing between VDE GSCS and customer.

4. According to the order of the customer, VDE GSCS, on behalf of
the customer, goes into the factory of the Asian supplier and monitors
the correct realisation of the customers requirements during the
production through sample test of the finished goods.

§1
Service Obligations of VDE GSCS

1. VDE GSCS performs lab tests in its own labs and/or quality
consultant & inspection service in the factories according to customer
requirements. Prior to lab tests and inspection service there must be a
detailed technical specification and customer acceptance criteria
(CAC) & inspection checklist defined and agreed upon in writing by
customer & VDE GSCS for each product under this Agreement. The
service should be based upon the CAC using industrial recognized
statistical quality analyse standards.

2. The source inspection will be performed according to MIL Std. 105
respectively DIN ISO 2859-1. AQL for critical, major and minor defects
and lot size and sample size will be defined in the CAC.

3. VDE GSCS will not be responsible for product adherence or
conformance to regulatory standards & laws (e.g. Product safety, EMI,
FCC, UL, GS etc.)

VDE GSCS will also not be responsible for checking the violation of
any intellectual property rights or industrial property rights like trade
marks, patents or similar rights and assets.

4. All tests and reports in VDE GSCS labs are limited by items
mentioned in each report’s limitation sheet.

5. All test results and quality records will be stored by VDE GSCS for
a maximum period of 2 years.

6. VDE GSCS will document deviations of the product quality and
inform the customer about it. The rejection or release of goods will
only be done after agreement by the customer.
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7. If deficiencies with the goods are found, VDE GSCS will handle the
supervision of necessary rework action by the supplier. VDE GSCS
will take care about the documentation and the follow up of noticed
deficiencies together with the customer and supplier according to an
agreed “Open ltem List”.

8. VDE GSCS is the communication interface on site between
customer and supplier.

9. VDE_GSCS is not a buyer or seller of the products. If VDE
GSCS is claimed by the supplier of the customer for collecting
the payment of the products, the customer shall be liable for the
costs and loss incurred therefrom and shall make VDE GSCS
harmless.

§2
Obligations of the customer
1. The customer is obliged to test all products or components before
input into production. Prior to production start all goods and
components must be released by the quality assurance of the
customer. In case that customer did not follow up this obligation
accordingly VDE GSCS is not liable in any case for the mistakes
which would be found if the prior tests would be done properly and
had lead to a rejection of the product by the customer.

2. The customer is obliged only to order products from suppliers which
have a certified quality system and work according to mutual defined
(agreed) rules. Customer has to ensure that VDE GSCS has all
necessary access, personal support and test equipment available in
the factories of suppliers necessary to perform its services effectively.

3. All consigned parts must be controlled at the supplier site by the
customer or at their IQC according to an AQL sample plan. VDE
GSCS can be ordered to handle this separately.

4. The customer is obliged to make sure that all changes to the
product or the customer specification will be checked in advance and
that changes will be implemented only after customer agreement.

5. The customer is obliged to hand over to VDE GSCS a complete up
to date set of product documentation and sufficient information in due
time prior to the inspection in order to enable the required services to
be performed effectively.

The following documents are necessary to be included in the product
documentation:

Specification of the product, the product manual, the product
configuration, service manual, accessory list, a overview about all
released and build in components, a complete set of software, a
qualification report including Open Item List, specific artwork
information (e.g. colours, logos, carton, labels), Revision History and
all ECR’s and a detailed and mutually agreed acceptance test
procedure (CAC).

6. The information about shipments which need to be inspected must
be given to VDE GSCS by the customer at least 5 days before start of
the planned inspection date.

7. In case continuous improvement of quality is requested, the
customer has to ensure that VDE GSCS will receive a monthly defect
statistic report for every single product VDE GSCS takes care of.

8. If a lot was found faulty, it can only be released by the quality
department of the customer.

§3
Forecast
The customer provides a monthly inspection forecast including
scheduled inspection, quantities and suppliers.
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§4
Schedule and content of the order
1. The order for VDE GSCS service should be given to VDE GSCS
one month in advance in written.

2. The customer can order each of the services:

- Technical Advisor (for example for audits and production starts)
- Local Inspector (for out of box inspections)

- Laboratory tests (according to the actual pricelist)

VDE GSCS employees work based on the 40 hours week.

With the ordered time for the assigned project the customer can also
limit the working time for the project. However in case of time limits the
customer must be aware of the fact that limited time can cause limited
results. Working time starts with the travel from the VDE GSCS
apartment, VDE GSCS employee’s apartment or the hotel to the
factory and ends after coming back.

§5
Charges
The actual charges are based on detailed quotations per requested
service and the standard VDE GSCS services pricelist which will be
provided on request.

§6
Travelling/accommodation expenses
1. Costs for flight tickets will be charged at actual costs in economy
class. If flights are necessary customer will be asked for confirmation
in advance.

The cost for accommodation is included in the hourly rates as long as
the employees can stay in the VDE GSCS apartments. If hotel
accommodation is necessary it will be charged at actual costs.

§7
Payment conditions
The worked hours will be invoiced monthly in the following month.
Invoices must be paid via bank transfer to the VDE GSCS bank
account mentioned at the footer of the invoice. Normal payment term
is payment-latest 15 days after invoice receipt.

§8
Sample Handling
As long as there is no other agreement between VDE GSCS and the
customer all received test samples will be destroyed 4 weeks after the
service is finished.

This clause does not apply to any factory reference or Golden sample.

All shipping costs or possible customs duties during sample delivery
have to be borne by the sender of the test samples.

§9
Liability
1. VDE GSCS is not liable for loss of earnings or consequential
damages or any other damages/risks, unless stipulated in clause
3 of this chapter. The aforementioned limitations of liability shall not
apply if the damage is attributable to a wilful or grossly negligent
breach of obligations.

2. VDE GSCS is neither an insurer nor a guarantor and disclaims all
liability in such capacity. Customers seeking a guarantee against loss
or damage or quality risks should obtain appropriate insurance.

3. In case of negligent breach of a material contractual obligation by
VDE GSCS, VDE GSCS shall be liable to damages for the predictable
damage. Then the liability shall be limited to the actual cost to
cover damages but not more than the amount of 2 times the VDE
GSCS invoice for the specifically inspected or tested units for
material- and property damage including latent costs. This
limitation is not valid for wilful or grossly negligent breach of
obligations by VDE GSCS or in cases of mandatory liability as
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prescribed by the applicable laws and regulations.

4. The service of lab testing, inspection or quality consultancy as well
as product release for delivery does not mean in any case that VDE
GSCS takes over the responsibility for the warranty or quality of the
product. Every quality problem, violation of the specification or sales
contracts remains the responsibility of the customer or its suppliers.

§10
Non-competition Clause
1. During the validity of this Agreement and even 12 months after
termination of this Agreement the customer is neither allowed to offer
a job to a VDE GSCS employee nor to hire a VDE GSCS employee.

2. Former VDE GSCS employees must not be hired by the customer
within 12 months after they left VDE GSCS.

3. Above mentioned limitations are not valid in case the job and its
tasks are not in any way related or similar to the tasks mentioned in
this Agreement.

4. For each single case of violation of this paragraph customer shall
pay US$ 100,000.00 as damages to VDE GSCS and the customer
shall terminate contract with the former VDE GSCS employees
immediately when relevant notice is received from VDE GSCS. If the
actual loss is more than the afore-said amount, VDE GSCS is entitled
to claim further damages to cover its loss.

§1

Service agreement duration
1. This Agreement starts after a written quotation is accepted and first
order is given by the customer.
2. This Agreement ends one year after the first order if not otherwise
mentioned in this Agreement. When first order is given from the
customer, it means that the customer voluntarily accept this
Agreement.
3. This Agreement shall be automatically extended by one year unless
one of the parties to the agreement has given notice of termination at
least three months prior to the expiration date. Termination can only
be done in written form.

§12
Other stipulations
1. This Agreement shall be governed solely by the law of the
People’s Republic of China. The application of the Viennese UN
Convention on Contracts for International Sales of Goods (CISG) of
April 11th 1980 to this Agreement is expressly excluded.

2. Any dispute arising from or in connection with this Aqgreement
shall be submitted to South China International Economic and
Trade Arbitration Commission (SCIA) for arbitration.

3. There are no supplementary agreements to this Agreement.
Alterations and additions to this Agreement shall only be valid when
signed by both parties. Furthermore, such an alteration or addition
must include the express remark that it is an alteration/addition to this
Agreement.

4. In the event that one or more stipulations of this Agreement shall
prove to be ineffective, the parties to this Agreement shall conclude a
legally effective replacement stipulation that comes as close as is
economically feasible to the ineffective stipulation.

5. All the Terms and Conditions of this Agreement are applicable to
the current order and all future orders unless both parties sign on the
change of this Agreement or supplementary provisions.
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