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6 Prologue

Prologue

This document is the outcome of the invitationeoder issued by the Directorate-General
for Education and Culture of the European Commis$iw a study to inventory national
systems of public guarantees relating to exhibdibeld in Europe.

The Commission's attention was drawn to the faat thsurance costs for organising
exhibitions that bring together works of art froniffetent European museums are
becoming more and more prohibitive for organisers.

The absence of national guarantee systems covtisdype of cost in certain Member
States, or the existence of regimes that diffeatfydrom one country to another, seems to
pose problems for museums willing to lend out theeir works to, or borrow art works
from, museums situated in other European countries.

Generally speaking, lenders' refusal to accepe statemnity, often owing to a lack of

knowledge about the conditions involved, is likedyhamper the full realisation of Article

151 of the Treaty on European Union because itte€seabstacles to the circulation of art
works, to citizens' knowledge of the cultural dsigy existent within the Union and to the
representation of the European cultural dimension.

As stated in the Resolution of the European Padi@nof 5 September 1981 on cultural
cooperation in the European Union (2000/2323 (INd)ltural exchange and cooperation
are a vital contribution to Europe's capacity faegration and cohesion. In October 2003,
during ltaly's presidency of the European Unioseeminar was held on the standards and
management models of European museums and a fesoluas adopted. A working
group specifically addressed the topic "Exhibitioans: ethical and financial aspects".
Naturally, the matter of insurance was also broughtn this discussion, whether with
respect to commercial insurance or state indenuograge.

This same topic figures in the work programme pregpaby the Netherlands for its
presidency (second half of 2004). This report tfeeeealso aims to propose avenues to be
explored that will lead to the acceptance of stademnity schemes in order to further the
movement of art works.
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Introduction

Europe has a very long history and a very richuealt It is considered to be the most

favoured continent in terms of its number of mussuwhich form the basis of people's

knowledge of art, culture and science. At presambfie has more than 30,000 museums.
About 300 of these regularly hold important temppexhibitions.

Museums, as custodians of humanity's memory, hatmbresponsibility: on the one hand
to their collections and on the other to the pubihicthe first instance, they are required to
look after and conserve the collections they werteusted with so that they may also be
available to future generations. However, they as® required to allow today's public

access to these collections. These two obligatians precisely defined in the

internationally recognised Code of Ethics for Museli which was published by the

International Council of Museums (ICOM).

The museum is defined as follows: "A museum is a-pfit making, permanent

institution in the service of society and of itsvdlpment, and open to the public, which
acquires, conserves, researches, communicates mnidit® for purposes of study,

education and enjoyment, material evidence of geapt their environment."

If it was merely a matter of conserving museumeatibns for future generations in the
interests of mankind, then art works could simpéy deposited in storerooms or high-
security buildings specially equipped for consdorat where they would be protected
from natural damages caused by light, air, humiditpther such damages and from those
caused by vandalism or theft. However, this woutit fulfil the other purpose of
museums, which is to communicate the collectionthéopublic today, at this moment in
time, to make them available for research, ex'ilism and make them accessible to a
wide audience.

There has been an extraordinary growth in thedffenuseums worldwide since the late
60s, due to the creation of new museums, the reioovaf existing museums and growing
public demand for more knowledge.

Despite the importance of their permanent collestiomuseums are also expected to
organise temporary exhibitions, an indispensablaptement if museums are to continue
to exist and if knowledge of art is to be acquired.

These exhibitions make it possible for a wide ancketo see works of art that are usually
scattered all over the world, both in museums angfe collections. The duty to educate
is thus upheld as these exhibitions enable theeewtirk of an artist, movement or period
to be shown.

Organising such temporary exhibitions requires mdjmding. Lenders have to be
convinced to part with their works for a certairripé of time (at least 4 months) and, if
the exhibition is travelling, up to a year. The W®have to be transported by specialised
carriers, insured by commercial insurance compaspesialised in art works, installed by

! International Council of Museums: Code of EthiosMuseums. The ICOM Code was adopted
unanimously by the I5General Assembly of ICOM meeting in Argentina 886 and amended by the'™20
General Assembly of ICOM meeting Spain in 2001.
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architects or scenographers and guarded by quikeurity personnel in order to protect
them from the increased risks they are subjectAdvertising, the publication of a
catalogue, and the production of posters and comalgroducts must also be taken care
of. For example, an exhibition organised today liy Réunion des Musées Nationaux at
the Galeries Nationales du Grand Palais may recuibeidget of 2 to 3 million euro,
without taking into account the cost of publishangatalogue.

The obligation to keep the collections as intaal aomplete as possible and at the same
time to make the works accessible to the publiddeta conflict. The larger the public the
greater the exposure of museum collections to asksk which is accentuated when the
works are temporarily loaned to other museums denjes. Since the mid fOcentury,
temporary exhibitions have grown in number in Westmdustrial countries, with the
intention, among others, to democratise culturee ®ach example is the success of the
blockbuster exhibitiondwhich have been very popular since the mid 60s. f@irblic now
expects famous museums to hold such unique, majbibidons quite regularly, an
expectation that the museums ought to meet if #ineyto continue to attract public interest.
This migration of exhibits all over the globe, bght about by public demand and cultural
policy, is met with scepticism by concerned induats who express certain reservations
about the matter of conservation. According to thémat which has been conserved and
guarded for what sometimes amounts to centuriesjldmot be deliberately endangered
in the course of a few decades of exhibitions.

The Institute of Museology in Berlin has conducéedeneral survey on German museums
every year since 1981. A major part of this surdewls with the temporary exhibitions
held. The comparisons made in the studies indicatehat extent the number of museum
visitors, as a barometer of public interest, depenid the offer of exhibitions. A rise or
drop in major exhibitions is the most common reagoren to explain the increase or
reduction in the number of visitors to certain nures in comparison with previous yeéars.

Given the burden that insurance costs exert orbédn budgets, insuring art works that
are moved and exhibited elsewhere has become aernaittvital importance. The

2 See the Code of Ethics: "2.9 Displays, Exhibitians Special Activities. The primary duty of thesaum

is to preserve its collections for the future asd them for the development and dissemination of
knowledge, through research, educational work, paent displays, temporary exhibitions and othecigpe
activities. These should be in accordance withstaged policy and educational purpose of the museanh
should not compromise either the quality or theppracare of the collections."

% Some of the blockbuster exhibitions held at preséi exhibits from all over the world arBas MoMa in
Berlin, Neue Nationalgalerie (BerlinJitian, National Gallery (London) and Prado (Madrigmbrandt
Albertina (Vienna).

4 See for example Statistische Gesamterhebung akldseen der Bundesrepublik Deutschland fiir das Jahr
2002, Materialien aus dem Institut fir Museumskymteft 57, Berlin 2003, pp. 11 et seq.
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principles underlying liability and determining hawrrent risks are assessed will be dealt
with in the pages that follow.

This is followed by a study on the EU Member Statesluding the 12 new members and
signatories to the EEA Agreement. A comparativelyeaig of state indemnity systems or
their absence is also included, together with ail#et description of each national system.
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Art insurance

The conservation and restoration of art works dsagesecurity standards are just some of
the aspects that need attention and just one ofritexia to be considered with regard to
permanent or temporary exhibitions or when worleslaaned by one museum to another.
The matter of moral responsibility also arises.nméiseums are places where objects
belonging to one and all and most often acquiredutlfh public funds are entrusted, then
they should at least guard against damage. Thidgmogains in severity when the objects
in question are loans and results in the obligatiopay damages if need be.

Some insurance terms need to be defined.

A Liability
The joint liability incurred by two museums on sigm the loan agreement forms the basis

of all damages paid. The extent of cover is dictdtg the national legislation in force, and
also by the instructions provided by the lendehimloan agreement.

B Determining the value of a museum exhibit

As mentioned above, objects of great value "trawel'brder to be shown in planned
exhibitions. Yet, what does the term "value" sigriif this context? The concept of "value"
when referring to works of art and exhibits has yndimensions. Monetary value has
many aspect3provided in detail below, all of which serve aitesia.

B 1 Cultural or artistic value

Cultural or artistic valu®is, generally speaking, the decisive reason fdkimgaa work of

art an exhibit. It is of primary importance to muse and for exhibitions, but it cannot be
taken into consideration for the payment of damdgesause it cannot be expressed in
monetary terms. This is where compensation limigne into play. The uniqueness
reflected in this concept of value is neverthelmssaspect that influences the prices of art
works.

® We will not concern ourselves with the matter pfesent value”, which is particularly important in
insurance contracts for permanent exhibitions arithsed on regular updates of an exhibit's maedaeso
that the premium can be calculated.

® This is not the same thing as sentimental valilsinis sometimes confused with cultural or axtistlue
by private persons, for example in cases wherdipgshave been inherited from parents; this vadue
explicitly excluded from German insurance contragdictitious.
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B 2 Commercial or market value

For many institutions or private persons, the pesisa or acquisition of a work of art is
associated with economic interests. Auctioneerfergaowners and private persons are
included in this category, since for them a worladfis an investment. In their case, the
value of a piece of art is determined by marketeda. Such art acquires a certain
monetary value which is expressed in terms of thehase price, sale price or auction
price. This value, expressed in monetary termsthis result of extremely diverse
conditions. Public taste, certain trends, the supplsome art works on the market (free
competition) as well as national and internatiantdrests all play a role in determining it.
Auction catalogues provide an indicative value lodé taverage market price. Since the
market price is a value expressed in monetary teitnis used as a basis for determining
the amount of compensatidnt is precisely these developments in the art efatkat
determine what sums the museums will have to dél iw part. For example, in early
May 2004 PicassoBoy with a pipgeone of his Rose Period paintings, was boughnat a
auction for over 104 million dollars by an anonymoeollector, thereby setting a new
world record. With sums of this magnitude on thekeg the estimated prices of Picasso
works belonging to museums go up as well, whicthatend of the day has repercussions
on the declared value influencing the compensati@loan agreement.

B 3 Comparative value

Because of the unique nature of works of art, therket value cannot but be seen as a
comparative value. Seeing that pieces from museallections are rarely found on the art
market, their market value can only be estimateccdoyparing them with art works of
equal importance. For those works of art which oarire compared with anything else,
there arises not only the problem of estimatingr tiialue but also of their replacement
should it be required.

B 4 Replacement value

The market value is not only an indication of thieg at which a work of art could be sold
for on the market; it also determines the sum tatld be required to compensate for a
loss. The declared value of a work of art is themeefalso its replacement value. The
compensation should provide the museum or lendéh Wie means required for a
replacement equivalent to the loss suffered.

It is incumbent on the museum lending the work fae owner of the work of art to
specify its exact value. An inexact declaratiorvalue can, when a claim is made, lead to
legal disputes and conflict.

" This serves, at least in the case of Germanyxtihé value in insurance contracts. The generadlitions
adopted in 1988 for insuring exhibitions in Germaisarly express this value as the indemnity amoube
declared.
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C Depreciation

The exchanging or loaning of museum pieces doesmigtrequire proper knowledge of
the potential financial value of a work of art laiso an accurate assessment of the extent
of the damage and the resulting decline in value.

There are opposing views on the eventual loss limevimllowing damage. Some museum
specialists, not many in number, are of the opirtltat there cannot be depreciation as
long as the piece can be restored to its initétkesin one way or another, unless it has been
destroyed. It is admittedly the museum's duty to preserveekiaibits in the condition in
which they were entrusted to it, however in mangesa after the exhibits have been
restored, only experts can assess the alteratsuitirey from the damage. The restored art
works can therefore be exhibited as they are.

Nevertheless, the rilavhen loaning exhibits is that in the event of dgmafinancial
compensation is provided when there is depreciafibis compensation, together with the
restoration costs, forms part of the damages p@idmpensation for depreciation
constitutes a large part of the total compensaiiid by companies insuring art wotks

D Risks to which museum pieces are exposed

A work of art is exposed to risk at all times. Fastsuch as age, texture and surrounding
environmental conditions all play a certain roldeTrisk of damage occurring is also

dependent on the exhibit's internal deterioratidris not only threatens art works of some

age but also the works of modern-day artists. Tée of perishable materials, such as
foodstuffs, is a big problem for museums and ressor

A work art is threatened by, among others, lightnidity and variations in temperature.
This is not merely a long-term risk; during tranggtion, particularly by air, and in the
course of other displacements, it is vital that tequired hygrometric and thermal
conditions are respected.

Many materials, such as wood or canvas, are subkeft attacks by parasitic plants and
animals. Certain exhibition areas increase this, fisr example if a wooden sculpture is
installed outdoors.

Despite their good intentions, cleaning and resitmmealso harbour certain risks. The often
cited example of the Beuys bathtub that was cle@ede of the few funny occurrences;
more frequent are the deteriorations caused byphogpiate restoration methods, in some
cases even involving experimentation by the restotBemselves, and imprudent and
inconsiderate cleaning methods.

The transportation of works of art entails a paittic risk. Despite all the precautions
taken, damage is most frequently caused duringirigaand unloading, and also during
packing.

8 In their opinion, it makes no difference if antBanware dish was broken and glued back togethtaein
19" century or if it was restored in the™6entury.

® See Armbriister, Christian: Privatversicherunggragandlbuch des Museumsrechts 2. Berliner Schrifte
zur Museumskunde, 1992, pp. 77 et seq.

10 According to insurance companies, it makes up 80e total compensation paid each year. According
to Prehn, Andrea: Versicherungen in Museen und téllsagen. Matelalien aus dem Institut fir
Museumskunde, heft 26, Berlin 1989, p. 29.
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Natural phenomena such as fire, floods, earthquakestorms are the source of many
cases of serious damage. For example, the fireaatshitz Castle (1961) and the flooding
caused by the Arno in Florence (1966) resultedignificant losses. Similarly, the Elbe
River flood in 2002 had an impact on museums ssdhe Staatliche Kunstsammlungen in
Dresden. In 2004, art pieces that were part oSt&tchi collection and works belonging to
the Tate Gallery were destroyed in a fire at astartage warehouse in London.

Lastly, an exhibition's visitors can in certaingarases endanger a work of art. Save for
those well-known cases where exhibits were destrolgg unbalanced individuals,
museums regularly suffer minor damage from vandalis carelessness on the part of
visitors.

E Significance of the concept of damage

Based on the known causes of damage, measures @amdoyed to reduce the risk and
prevent such damage from occurring. However, noguionary measure and no security
system is good enough to rule out damage compldiagearch on damage, with the aim
of alleviating it and preventing its occurrenceyasl as surveys on preventative measures
are particularly important when dealing with woddsart. The unique nature of art works
and their cultural value, which has already beetudised, make damage prevention a
significant duty for museums as well as other caltinstitutions.

Damage can be divided into damage by loss, suletdaimage and total damage.

Damage by losss the temporary or permanent [bssf a museum piece. Theft or seizure
are considered to be damage by loss.

Substantial damagerefers to the deterioration of a museum piece.e@G@ly speaking, if

a piece is part of the museum's own collectiom thés restored. However, if it is on loan
then additional expenses have to be taken intoustceuch as the fees paid to experts or
compensation for the depreciation of the exhibit.

It is not always possible to tell the precise diéfece between such a case and thabtaf
damage The concept of "genre" is used to distinguishMeen the two. If the museum
piece and what remains of it after the damage lasirced can still be considered as
belonging to the same "genre" (for example paintsylpture, etc.), then it is a matter of
substantial damage. If this is no longer the césegxample if ashes are the only thing
remaining of the painting) then it is a matteratht damage.

F Measures for the prevention of financial loss

At the end of the day all damage inflicted on akvef art has a financial impact. This is
why the methods employed by museums for the sedtiérof damages can qualify as
"indirect security measures". The forms actuallypkayed are the insuring of museum
collections and public cover or state indemnity.

1 |n 1994, Gaspard David Friedrich's paintMgbelschwadewas stolen during an exhibition in Frankfurt.
As the owner of the painting, the Hamburger Kun#haceived 3.7 million marks as compensation from
the insurance company. In August 2003 the paintiag returned intact to the Hamburger Kunsthalléctwvh
now has to refund the insurance company.



14 Art insurance

G Commercial insurance

Art and exhibition insurance is, in its presentnfoand specialisation, a relatively recent
service when compared with other branches in tiserimce sector. Rudolf Gartffer
describes the emergence of this sector as a coersegjwf post-war developments. In the
late 60s (and even before), the standard of liwngVestern industrial countries rose to
such a level that it was able to sustain a rendntedest in culture, and particularly in art,
across many levels of society. One of the consempsenf this development was the
"discovery" of art as a financial investment boththe private sphere and in private
business. The 80s saw a veritable explosion in rtiasket and the works belonging to
certain artists or art trends, for example the modet classics, were sold for such high
prices that the work, artist, auction house andlimaser, when his name was known, made
the front page of newspapers. At the same timeipsbltvices in industrial countries spent
much larger sums on art and culture, evidence atlwrks provided by the many new
museums constructed and the large internationalbigiims held. The concern over
security, which was not only felt by investors whad turned to art, led the insurance
sector to discover this new mark&tt is certainly a very specialised market and aibt
companies provide art or exhibition insurance. Minadess, following the rise in prices on
the art market, first the premiums and then, asrs@quence, the amount set aside for
insurance in exhibition budgets increased. A Matisshibition held in 1970 at the Grand
Palais in Paris was insured for 300 million framgdsle the same exhibition held in 1993 at
the Centre Pompidou in Paris was insured for 6obilfrancs (45 million and 915 million
euro respectively); in 20 years the amount increé&sé times at constant prices.

Even though, due to the rising number of exhib&jocompanies have agreed to reduce
their rates, insurance costs still threaten to seggpexhibition plans. What is more, with
the State cutting back on subsidies for culturerelis a need for other solutions.

In general, in order to hold an exhibition, inswwramust be taken out with a commercial
insurance company specialised in art works. Cert&ndatory clauses are foreseen:

« comprehensive all-risks coverage from nail to nail
e agreed value
e awaiver of subrogation against the organisersiezarand packers

< depreciation of value in case of damage is includedhe guarantee leading to
compensation.

Added to these clauses practically all over theldwoowadays is the cover against the risk

of terrorism during transportation and while therkg remain with the borrower. In

France, museums are required by law to insure thless against this risk when

borrowing works; for this reason French museumktfes they are entitled to demand the

same cover when they are the lenders.

Risks not included in a standard insurance polay also be covered, for example the risk
of war and, in certain countries, the risk of artheguake.

12 A detailed description of this development caridumd in the work of Rudolf Gartner:
Versicherungsfragen im Museumsbereich. HandbuctMiegumsrechts 10, Opladen 2002, pp. 15 et seq.
13 To meet this demand in a professional mannerramse companies employed art historians as
intermediaries between them and collectors, ateges, museums or exhibitions. And in 1972, astiéa
Germany, the "general conditions for insuring eklohs" adopted in 1957 were complemented by the
"specific conditions for insuring art works". In8®the general conditions were updated and adaptie:
new situation.
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Museums often question the merits of taking outiiasce, because damages occur so
rarely that the total premiums are generally dipprionate to the total compensation
paid. This situation does however have its advastathe scarcity of damages is a sign
that the collections are treated with care andagreint in favour of the museums to which
they were entrusted.

Rudolf Gartner cites a publication listing exhibits whose insurance costs constitute
approximately 40% of their total expenses, but ahds for the five major exhibitions
whose files he was able to consult, insurance dosis up between 3% and 24% of the
budgets. In France, insurance costs represent 2@3éibition budgets.

H Non-insurance

We know that in many European countries, workshie tollections owned by major
museums are not insured because the State is itsiosurer. However, such non-
insurance is in fact seldom accepted for tempomtiibitions, because there is no
coverage in the event of damage or loss.

Only some exceptions are known. For example, whrksed by the national museums in
Paris to museums belonging to the City of Paritherinstitute of France are not insured if
the exhibition is held in Paris. In the Netherlaniti® government and four municipalities
have established a system whereby works exchanggeeén them are not insured; this
enables them to organise more temporary exhibitemmd encourage the movement of
works within the country.

In Germany, the works which the Stiftung PreussscKulturbesitz loans to certain
museums in the differeBundeslandeare not insured.

Such mutual non-insurance systems are not possitiess the museums concerned are
certain that the security system their partnersleynip protect their works of art is of the
same standard as theirs.

| State indemnity

State indemnity is the most significant way of emmising on insurance costs. The State
undertakes to provide compensation for damagesthjirevithout any insurance company
acting as an intermediary. When a temporary exbibils held, by using state indemnity
the borrower assures the owner of the work of faat, tin case of damage or loss of the
piece borrowed, the State will provide financialgensation. The different views on state
indemnity make it possible to assess the importémaeeach country attributes to culture
and its funding: the objective is not only to aidisaums financially, but also to promote
cultural exchanges and sometimes cultural repratientat the regional and national level.

Sweden (1974) and the United States (1975) werefitbeto adopt state indemnity

schemes. In the United States, 746 exhibitions Heeresfited from this type of scheme
since its inception; so far, it has cost the Anwmricfederal government $105,000
(administrative costs and two cases of minor dajndgeeat Britain created an indemnity
scheme in 1980, Germany in 1992 and France hassied a system since 1993. The
indemnity schemes of Great Britain and France dopeomit works belonging to their

national collections to be insured, but do notatéhtiate at all between works belonging
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to private lenders in their respective countriesl avorks belonging to collections in
Europe or even non-European countries, no mattiaese institutions are public, private
or have a different status. This is discussederréports drawn up on each country.

In order for a state indemnity system to be applikd countries adopting it must have a
particular legislative and statutory framework. Thedy administering this indemnity
should be able to bind the State without discussigorior notification, which requires that
the indemnity be automatically included in the statidget.

The existent state indemnity schemes are economitmhatives that should provide the
same coverage as commercial insurance compariiesyifare to be accepted by lenders.
On the other hand, in order for such a scheme twige significant economies, the

exhibition organiser will have to convince all tlieeders to accept it.

The systems vary greatly from one country to arraginel are not very well known, which

may lead lenders to reject state indemnity scheamelsconsequently refuse to loan their
works to temporary exhibitions or to demand that borrowers resort to commercial

insurance. The latter are often too expensive lier iorrowers and result in them not
including one or other work in their exhibitions, evorse, in them refusing to organise
them owing to the exorbitant costs.

Before deciding whether to accept state indemnityat, lenders may be driven to ask
themselves the following questions:

< In what sphere has state indemnity already beeallyegpplied and what are the
experiences in this sphere?

* Inthe case of damage, what were the experiencie gfarty suffering the damage?

< Is the party responsible for the state indemnitgyjoled its budgetary situation permits
it, in a position to provide compensation?

« What arrangements does this party make in ordernsure eventual compensation
without any hitches?

« Does the state indemnity scheme in question comyti all the usual liability
conditions and does it cover all that a privateiiaace policy does?

J Advantages and drawbacks of non-insurance, commeial insurance and
state indemnity

The observations made with respect to maintainimgnaurance system or replacing it
with a state indemnity scheme, or perhaps evenaadidlging the state indemnity used by
partner museums, have given rise to many argumtras need to be considered,
arguments that have always come up when dealirfy this issue. These arguments are
provided below without any value judgement or déston.

J 1 Advantages and drawbacks of non-insurance

« No money is spent on insurance, so the money seaedbe used for other aspects of
the exhibition.



17

Art insurance

In the event of damage, lenders cannot depend wiiirrencial compensation, which
could have been used to restore the work of acbald serve as compensation for the
damage suffered.

J 2 Advantages and drawbacks of commercial insurarmc

Insurance costs put a tremendous strain on museudigels, because the expenditure
represented by the premium payments is disproptidy high when compared with
the compensationltimatelypaid.

Insurance costs impose limits on exhibition pragjeand restrict the mobility of
museum loans.

Insurance costs serve as obstacles for projects dm& doubtful in terms of
conservation, for the reason that insurers arewillihg to cover particularly high
risks. From this point of view, insurance costs arguarantee against ill-considered
exhibition projects.

Due to the fact that insurance companies set litnitee risks they are willing to cover,
the insured party is always subject to a certask;rimuseums are thus always
inadequately covered despite the premiums paid amedlikely to be faced with
significant losses.

It is easier for a museum, when damage becomesubject of litigation, to sue a
commercial insurance company than to institute gedongs against a sister institution.
Long-term collaboration with the same insurance gany can facilitate compensation
procedures; the company can even be conciliatatiynas.

Insurance companies have an influence on secusysares taken in museums, thus
helping prevent damage.

When relying on the guarantee provided by the Brste company, museum neglect to
enforce preventive security measures.

Insurance companies sometimes hinder the work iseomas with intolerable security
instructions.

J 3 Advantages and drawbacks of state indemnity

State indemnity enables museums to economise omaimse premiums. Ideally, the
museums take advantage of these savings, which pasitive impact on the price of
the admission tickét

The question arises whether, for large claims, gady legally responsible is in a
position to easily compensate the third party ferdiestroyed property and, moreover,
whether it will be able to collect the funds reguirto rebuild its own collection.

State indemnity does not imply additional admimiste formalities, except when large
claims are made.

14 On 19-02-2004 thBie Weltnewspaper commented on the state indemnity undgriak the federal
government for th®as MOMA in Berlinexhibition and pointed out that insurance costald/bave been at
least 1.8 million euro if state indemnity had neth provided. This would have led t6é&increase in the
admission price, fror12 to€15.
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In cases giving rise to dispute, what will the @msences be for the lender,
particularly if the lender is a private person? Mhk State be as accommodating with
regard to compensation as a private insurance amyripat risks losing a client would
be? In the event of a lawsuit, will the lender hthe means to stand up to the State?
Does state indemnity imply a loss of supremacyniaseums? To what extent would
the State allow itself a certain influence over éixfibition project, if for example in its
opinion the value of a loan was much too high féo take on that risk?

Adopting a state indemnity scheme could lead toadditional rise in premiums
because of the significantly reduced market shdr@rivate insurance companies.
These companies would then no longer have theatapserves for large claims and
would have to raise their premiums in order to r@npaofitable.

State indemnity schemes are seen in a very favieufght by museums due to the
significant savings they represent.
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Analysis of the situation in Europe

A General
Of the 31 countries studied, 17 have state indgnscitemes and 14 do not.

Countries with state indemnity:

Austria, Bulgaria, the Czech Republic, Denmark,ldfid, France, Germany, Hungary,
Italy, Ireland, Lithuania, the Netherlands, Norw&pland, Spain, Sweden and the United
Kingdom.

In Norway there are two state indemnity schemes:isrior incoming loans and is run by

the Ministry of Culture and Church Affairs; the ethis for outgoing loans and comes
under the Ministry of Foreign Affairs.

Countries without state indemnity:
Belgium, Cyprus, Estonia, Greece, Iceland, Latli@chtenstein, Luxembourg, Malta,
Portugal, Romania, the Slovak Republic, Slovenid Switzerland.

e Luxembourg does not have an official state indéyrsystem. Nevertheless, when
major exhibitions are held, the possible riskscareered by the State.

e With regard to Malta, there is no document statimg methods and procedures
governing the country's state indemnity scheme,thadsystem has never been put
into use. This is why it was decided to include fglah the list of countries without
state indemnity. For more information on the sitwain Malta, readers should refer
to the specific country report.

e In Romania, one such act was adopted before tB8 d&volution but has never
been applied because the implementing decredlibeitig prepared.

B Comparative analysis of state indemnity schemes

This section deals with 17 countries studied tlaatehindemnity schemes.

B1 Scheme introduction dates and legal instruments

| Dates introduced
|UK| DK| NO| FI| ES| NL| DE| FR| HL1 IE| BGI CZ| L| 1] AT

74| 80| 84| 85| 86| 851 8? 912 9F3 216 sf? ?7 |99 |oo |03| 04



20 Analysis of the situation in Europe

(Austria AT, Bulgaria BG, Czech Republic CZ, Denk@K, Finland FI, France FR,
Germany DE, United Kingdom UK, Hungary HU, Irelafd, Italy IT, Lithuania LT,
Netherlands NL, Norway NO, Poland PL, Spain ES @weden SE.)
Sweden was the first country to set up an indensaheme for exhibitions in 1974. Other
countries followed in the 80s and 90s. This expanshows that there is a rising need for
such a system.
e In Italy, a state indemnity scheme was first gebatween 1997 and 1999. It will
soon be replaced by a new system whose implemedgegee is currently being
prepared.

e In Austria, a new scheme was instituted in 200bWong the amendment of the
regulations on the status of museums.

e The Netherlands is at present considering upd@srigdemnity scheme.

Il Legal instruments and evaluation

Many different legal instruments are used to retgusdate indemnity schemes; it therefore
seems useful to tabulate them.
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Circulars Act Act with an | Act plus a Decree English
(without an | implementing| contract enacted per | version
implementing| decree between project
decree) beneficiary

and State

DE X X
AT X
BG X
DK X X X
FI X X
FR X X
HU X
IE X X
IT X
LT X X
NO

X X
MFA
NO

X X
MC
NL X
PL X
cz X
UK X X
SE X X

(Norway: Ministry of Culture indemnity — NOMC; Migiry of Foreign Affairs indemnity

— NOMFA)

e In Norway (MC and MFA) and the Netherlands, thstegn is solely based on the
relevant ministerial circulars.

e Bulgaria, the United Kingdom and Sweden have srchct but no implementing
decree; the granting of indemnity is therefore atlyedependent on the specific act.

e Denmark's system is based on an act without addart including circulars.

e In Spain, Finland, France, Lithuania, Poland d&dihdemnity system that is to be
set up in ltaly, the acts are complemented by aegespecifying the conditions and
methods according to which the system will be agabli

e In Germany, Austria and Ireland, the acts are @mgnted by a contract between
the State and the party benefiting from the indéynni
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e |In Hungary and the Czech Republic, a decree istedafor each project. For
example, in 2004 a decree was enacted in Hungaoifgglly for theClaude Monet
and Friendsexhibition. It should be noted that an act showddplacing this system
in Hungary in the near future. State indemnity has as yet been applied in the
Czech Republic.

The wide variety of legal instruments employedastecountry has resulted in:
Circulars having no legal force in Roman law coiestr
decrees not defining the applicable legal frameywork

acts without an implementing decree not being $igesnough with respect to the relevant
implementing methods.

An act accompanied by an implementing decree athacament specifically addressed to
lenders thus seems to be the most suitable legaliment since it provides both a fixed
legal framework and the applicable conditions fapliementing it. In fact, one of the
reasons that lenders refuse foreign state indegsnisi that the legal texts are often not
clear enough, especially about the extent and sobpmver and the procedures to be
followed in the event of damage. Moreover, an d@fi€nglish translation of all relevant
documents would certainly facilitate lenders' atarpe of foreign state indemnities.

B2 Selection of certain parameters

| General comparison

In order to make a comparative analysis, we haweal e most significant parameters
pertaining to the various state indemnity scherestudy their essential similarities and
differences.

Readers should refer to the specific country'sntepo details.
Certain parameters are dealt with in greater dietiit on.

1 State indemnity coverage
Works covered

The main criteria determining if works can be cedeby a state indemnity scheme are:
incoming loans, outgoing loans, works from natice@llections and deposits. Deposits are
long-term-loans from one museum to another, whaee borrower makes use of its

indemnity to cover the work of art. Other critesiach as the nature, fragility, size or origin
of the work may eventually also be taken into coesition.

Scope

Coverage of works is the same as that providedchbyrance companies, namely nail to
nail. Nevertheless, in certain indemnity schemesrtght is reserved to exclude certain
intervals.

Risks excluded

As is customary, the risks not covered are listather than those included in the
indemnity. Particular attention has been paidgsksirelated to terrorism or acts of war.
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2 Eligibility criteria
Beneficiaries

The potential beneficiaries vary from one statemdity scheme to another: in some cases
only national museums or museums financed withipdbhds are covered, in other cases
the system also applies to private museums.

Minimum and maximum limits

The existence of minimum and/or maximum limits that the lowest and highest overall
insurance values for each project results in thiadi® exclusion of some exhibitions.

3 The way the system works
Deductible

Some state indemnity schemes offer 100% coveralige W others the liability is shared
by the State and the museum. In the latter casemiliseum must cover the first losses
either by paying an insurance premium or by beatfirggcost of damage using their own
funds. The different methods of calculating theuwddible are analysed elsewhere.

Maximum amount

The existence or absence of a maximum value thbeansured by state indemnity will
be the subject of another analysis.

Cost

A determining factor in the organiser's decisionafply or not for state indemnity is
whether the State provides it at a cost or freelarge. These costs are discussed in
another analysis.

Waiver of subrogation

Some state indemnity schemes include a waiver lofogiation clause and others do not,
according to the situation. A waiver of subrogatidause states that in the event of
damage, if compensation is provided by the Sthte|dtter cannot then take action against
the organisers or any other person involved inetki@bition (such as carriers or packers),
save in the event of malice, fraud or gross misaohd
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N
N
D H o |© G
DE | AT | BG K ES| FI | FR U IE |IT |LT M M NL |PL | CZ SE
c |F B
A

COVERAGE

Incomingloans | X | X |O [ X [ X [ X [X [X | X | X |X |X |O | X [X [X |[X [X

Outgoingloans [O [O | X |O |O | X |[O (O[O (X [O|O|X|O|O|O|O |X

Incoming and
Works covered Outgoing loans O|0O(f0|O|O|(Xx|O|O|O|X|[O]|O|O|O|O|O|O|X

Deposits X|OfOlO|X|O|O|O|O|O|O|O|OfO|O|O|X |X

National

collections O[O0 |O X |X|X|X|X|O|X|[O|O|X|[X|[X|[X]|X

excluded

Nail to nail X |X[X|X[X[|X[X|X|X[|X[O|O|X|[X]|Y |Y X | X
Scope Certain intervals

excluded O[O0 |O|O|X|O|O|O|X|O[X|O|[O|Y |[Y |[O]|X

No risks

excluded X|[OfX|[O|O|X|O|O|O|X |X|OflO[O|Y [Y¥ [O]|O

Insituterrorism [O | X |O |O |O|O|O|O|O (O[O |[Of[O|O|Y |Y |O]|O
Risks excluded T -

o "" lo|x|o|o|o|o|o|o|o|o|o|o|o|o|y |v |Oo]|O

Acts of war and

nudlear threats | @ [ X O [ X [X |O | X [X |O |O [O | X | X X |Y |Y [X|X
ELIGIBILITY CRITERIA

All national

museums O|X X |X[X|X[O|X|[O|X|[X|X|[X]|X]|X X | X

Selected national

museums O|0Ol0O|O0O|OX|O|X[O]|]O|O|O|O|O|O|O|O
Beneficiaries Other museums

financed with X[O[O[X [X[|X|O|O|X |X |X|[X|[X|[X|[X|[X]|[X]|X

public funds

Private museumg O |O |O [ X |[O |O [O | X |O (X |O X [X |O |[O|O |X [X

Minimumlimit |O |O |O [ X [O [ X [ X [O|X |O |X |X |X |O[X |[O |O X
Minimum/maximum limit per
project Maximumlimit |O | X |O [ X [ X [X [O[O|O|O|X |X]|O|X |[O|O|O (X
Cf. relevant analysis i 3

inimum an

maximum timits | © @ |© [X |O | X [0 [O]|O|O X |X|O O[O |O O |[X
THE WAY THE SYSTEM WORKS
Self risk/Deductible ;Earl‘;'s‘f:a”‘ olo|lo|x|x|x|x|o|lo|o|x|x|x|x]|o]|¥y [x|x
Maximum amount g;;)e/l;:am X [X[X[X[X[|X]|O|O|X|X|X|[X|[X[X|[O|[O|X]|O
Cost of indemnity e |o|o|o|o|o|x|x|o|o|o|o|ofo|o|o]|o|o|x
Waiver of subrogation O[O0y | X|O|X]|Y |Y |[O|Yy [OJO|O|Y |Y |O]|O

(X indicates a positive response, O a negativporse and Y a lack of relevant
regulations)

This section only deals with those parametersatahot the subject of another analysis.
Works covered

Generally speaking, state indemnity schemes onlgrcaorks on loan from abroad.
e Up until 2001, Denmark's indemnity scheme onlyered works borrowed from
other countries. Works from Danish collections raoev also included.

Some schemes (Sweden, Finland) also cover loansrfational collections when they are
exhibited abroad.
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e In 2002, the Swedish indemnity scheme coveredwbiks for theUtopia and
Reality exhibition organised by and held at the Bard GaéelCenter for Studies in
the Decorative Arts, Design and Culture in New York

e In 2003 and 2004, the Finnish scheme covered tirdgsnon show afhe Art of
Finland: Land of Nature and Living Mytlkxhibition organized by Kiasma Art
Museum and exhibited at three different venuesaipad: Yamaguchi Prefectural
Museum of Art, Gunma Museum of Art and Sendai Méttigue.

Bulgarian state indemnity and that of the NorwegMmistry of Foreign Affairs are
exclusively applicable to outgoing loans of natiowarks exhibited abroad at exhibitions
that are organised by their national institutionthvthe aim of promoting their national
culture. The institutions that host these exhibiidhus save on the cost of insuring the
particular works.

e The following three exhibitions benefited from ttate indemnity provided by the

Norwegian Ministry of Foreign Affairs:

In 2002, Tunes in Landscapéthe Museum of Fine Arts in Budapest.

In 2003,Edvard Munch’s Drawingst the Ixelles Museum in Brussels agdvard
Munch: Theme and Variatioat the Albertina Museum in Vienna.

e In 2003, eight exhibitions benefited from the Barign state indemnity scheme:
four held during theEuropalia festival in Brussels and four that were part of the
Days of Bulgarian Culture held in Moscow.

While state indemnities are principally used toexoworks loaned and/or — more rarely —
borrowed for temporary exhibitions, it should beetbthat Spain, Norway (MFA), the
United Kingdom and Sweden can also cover depddiiis. option is frequently used by the
British.

In most of the countries studied, by virtue of thet that the State is, according to standard
practice, its own insurer, works belonging to nadiocollections are not insured and are
thus not covered by indemnity schemes.

The Irish and Polish indemnities exclude works bging to private collections in the
country, which might be an obstacle to the orgdinisaof exhibitions, particularly in
Ireland, where most loans come from private codiect

Scope

Works are generally covered from nail to nail: fréme removal of the work from its place
to its return to the lender, in other words, duredibition, storage and transportation.
However, some indemnities exclude certain periddsnte or are limited to the national
territory.
e In the ltalian and Swedish indemnity schemes, Stete reserves the right to
exclude part of or the entire transportation if tis&s are considered to be too high.

e In the Finnish state indemnity, part of the extidini venue may also be excluded.

e The indemnity scheme of the Norwegian MinistryCafiture does not provide nail-
to-nail coverage and specifies that the works areered during exhibition and
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storage, while this can be extended to include phr the entire transportation
following application, which is generally the case.

e The Lithuanian and Polish indemnities are limitedheir national borders.

Risks excluded

Some state indemnity schemes (Germany, Finlaniinileand Italy) do not exclude any
risks, but this is not always clearly stated in dffficial texts.

Since the terrorist attacks in the United Stated bSeptember 2001, exhibition organisers
have been increasingly worried about covering ileaf terrorism. The terrorist attacks in
Madrid on 11 March 2004 will undoubtedly increaseeeness of the threat of terrorism, a
threat that is now tangible in Europe.

Given that, according to standard practice, theemye of risks is the rule and their
exclusion the exception, the emergence of new mskg lead to a certain ambiguity and
different interpretations.

Such is the case with the risk of terrorism. Usaes not always aware that unless it is
explicitly excluded it is, in fact, included.

Moreover, the fact that some state indemnitiesushelthe risk of terrorism and exclude

acts of war may, in the event of damage, lead tdusion (the Danish, Spanish, Dutch,
Swedish and two Norwegian schemes).

Beneficiaries

The state indemnity schemes were originally s€buaphe national museums. However, in
recent years, some countries have extended the#nss to cover independent museums
that receive public funding and privately-owned swss.
e The Danish, Italian, Norwegian, British and Swadisdemnities are from now on
open to private museums.

e In France, it is interesting to note that statkemnity was recently provided for the
projects co-organised by the Réunion des Muséesoraix and municipal
museums: the exhibition of the Winthrop Collectairthe Musée des Beaux-Arts in
Lyons and the Rubens exhibition at the Palais d=siB- Arts in Lille.

Waiver of subrogation

Only two countries include a waiver of subrogatibause: France and Spain. In the event
of damage, ten countries can take action agaiesbthanisers or third parties acting on
their behalf. In the other countries, no mentiom&de of this clause whatsoever.

Il Specific analysis

1 Minimum and maximum limits
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Min. Minimum amount | Min. amount | Max. Maximum amount Max. amount
limit in national currency in euro limit in national currency in euro
DE O (®)
AT O X 100,000,000
BG O ©)
DK X DKK | 10,000,000 1,343,788 X DKK | 2,000,000,000 268,819,488
ES O X 200,000,000
FlI X 500,000 X 125,000,000
FR X 46,000,000 (®)
HU O
IE X 1,270,000 O
IT O (©)
LT X LTL 1,000,000 289,699 X LTL 5,000,000 1,448,532
NOMC X NOK 5,000,000 610,612 O
NOMFA X NOK 3,000,000 366,367 O
NL O X 227,000,000
PL X 500,000 O
CzZ O (©)
UK O (©)
SE X SEK 200,000 21,827 X SEK 3,000,000 326,847

Some state indemnities use minimum and/or maximmitsl as eligibility criteria, which
indicate the highest and/or lowest permissible ealfithe works to be covered.

The part not covered by state indemnity should theeisured by a commercial insurance
company or out of the museum's own funds.

e Denmark, Finland, Lithuania, Norway (MC) and Swedave set both a minimum
and maximum limit.

e Germany, Bulgaria, the Czech Republic, Italy amel t/nited Kingdom have set
neither a minimum nor a maximum limit.

The other countries have set either one or the othe

In each country, the minimum and maximum valuest lthe financial risks incurred for
which public funds must be drawn upon; for furtbeverage private insurance companies
must be consulted.

Minimum limit

The minimum limit sets the lowest overall insuranedue which the works must have in

each project in order to benefit from state inddynni
e Sweden has the lowest minimum limit. This limitsist at approximatelg20,000
for touring exhibitions and is even lower for extitns held at a single venue
(approximatelye2,000).

e In Finland, Lithuania, Norway (MC and MFA) and Bodl, the minimum limits
range betweefi300,000 an&600,000.

e In Denmark and Ireland, the minimum limit is ab&w& million euro.
In this respect, the National Museum of Dublin donesuse state indemnity because
its projects fall short of the minimum limit.
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e In France, the minimum limit is set at 46 milli@uro by law. However, in
practice, given the fixed fee and deductible whadtermine the premium rate
charged by insurance companies, state indemnitytisa financially viable option
unless the total value of the exhibition is 250l euro or more.

The high minimum limit results in some exhibitionsth fewer funds essentially
being excluded, particularly contemporary art eklubs such as those held at the
Georges Pompidou National Centre for Art and Caltur

Maximum limit

The maximum limit restricts the highest insuranatug of the works that can be covered
by state indemnity.
e Sweden and Lithuania have the lowest maximum sgimdapproximately 326,000
euro and 1.5 million euro respectively.

e In Austria and Finland, the maximum limits readd0Imillion and 125 million
euro respectively.

e In Denmark, Spain and the Netherlands, thesedinaihge between 200 and 270
million euro.

e In Spain, the guaranteed maximum insured sum nogegi is 200 million euro and
in special cases may reach 2,500 million euro @ppsed by the Finance Minister
and approved by the Cabinet. An exception is madéhie collection belonging to
Baroness Carmen Thyssen-Bornemisza, whose guadameeimum insurance
value is 540 million euro.

When exhibitions requiring large sums are organiteal maximum limit is easily reached.
When this happens, some museums then choosettméuse those works with the highest
insurance value.
e In 2003, the Prado Museum was only able to covef the 41 works on loan for
the Vermeer and the Dutch Interiexhibition and only 4 of the 31 works on loan for
the Titian exhibition by means of state indemnity. In Mh&net at the Pradbeld in
2004, only 4 of the 111 loans were covered by stalemnity.

In countries which do not set a maximum limit, State's liability and the commitment of
public funds are considerably higher.
e In Germany, the value of the exhibition of mastags from New York's Museum
of Modern Art,held at the Neue Nationalgalerie in Berlin, wasumesl by the
German state indemnity scheme for an amount equahtbillion euro.

e In France, the value of thklatisse Picassaexhibition held at the Galeries
Nationales du Grand Palais, was insured by statenimity for an amount equal to
1.9 billion euro.

The existence of a minimum limit and/or deductibled/or maximum limit affects the
premium rate charged by commercial insurance comapaWhen a minimum limit and/or
deductible are set, the effective rate is highantthe market rate because the insurance
company undertakes to cover the first losses, waiehalso the most tangible.

On the other hand, when a maximum limit is set gffiective rate is lower than the market
rate because the risk of damage is lower.
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2 Deductible
NO

DE |AT |[BG |DK |ES|FI | FR| HU| IE| IT| LT NL |PL [CZ | UK |SE
MFA |MC

(@] (@] (@] X X X X (@] (@] (@] X X X X (@] (@] X X

Some state indemnity schemes have no deductibl¢hanefore also cover the first losses;
others set a deductible which is covered by theeomms However, in some countries,
museums cannot take out insurance with commeroiapanies and must cover the first
losses from their own funds: this is referred to"sslf risk". Nevertheless, the term
"deductible" shall be used for the purposes of shisly.

e Germany, Austria, Bulgaria, Hungary, Ireland, ytaPoland and the Czech
Republic provide 100% cover, also including thestfitosses. The museum is
therefore not liable for any losses.

e In Denmark, Spain, Finland, France, Lithuania, Wy, the Netherlands, the
United Kingdom and Sweden, one or more deductilales set which must be
covered by the museum.

The concept of a deductible may have differentrfaia implications for the museum; its
funds may be committed solely in the event of daemagindependently of the fact that
damage has occurred. Readers should consult thes tatovided in the specific country
reports for information on their respective dechies.

» Financial involvement of the museum solely ingbent of damage

If the museum has to bear the first losses up ¢octist of the deductible out of its own
funds, this implies that in the event of damagwilt have to pay part of the cost. The
methods employed to calculate this cost vary from scheme to another:

The amount paid by the museum is calculated iricgldo the insured value of the
works.

e In Denmark and Sweden, the national museums dohaot recourse to
commercial insurance companies, with the excepifonsurance policies taken out
by lenders, and consequently bear all losses odhef own funds. In Denmark,
three different deductible levels have been sety trange from DKK 100,000
(€13,439) to DKK 300,000 €40,317). In Sweden there are eleven different
deductible levels, ranging from SEK 20,0%2,198) to SEK 120,000€(3,185).
Nevertheless, the national museums in this couotny, if they wish, take out
insurance against certain risks with the Kammaeigidt (for more information, see
the report on Sweden).

e In the United Kingdom, museums can either coverdses using their own funds
or take out insurance with a private insurance @wgpThe deductible is set at £300
(€446) for sums up to £4,0065,949) and rises to £300 plus 1% of the value ef th
works for amounts exceeding £4,000.
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The amount paid by the museum is a percentages afoist of the damage.
e In Lithuania, the museum covers 1% of the coshefdamage.

The amount paid by the museum is a fixed sum régardf the value of the works.
e In Norway (MC), museums have to budget for th¢ @fothe damage, whose upper
limit is specified each year in the state budgetthe last three years, this amount
was set at NOK 200,00624,238).

The compensation granted by the state in the efefdmage is a percentage of the
insured value of the works, the balance being pgithe museum.
e In the Netherlands, the system is run accordirtgedollowing three criteria:
The museums have to use their own funds to coefitst losses up to a limit of
€45,000 per exhibition.
Before being entitled to state indemnity, the musetave to spend as much on the
cost of damage as was gained in profit from theletdn.
In the event of damage, the compensation paid éysthate is calculated at 1 to 5 %
of the insured value of the works.

The liability for the deductible is shared by teader and the borrower in the "loan"
indemnity provided by the Norwegian Ministry of Eign Affairs.
The lender covers the risks associated with tramean and storage, while the
borrower covers those relating to the exhibitioamamount corresponding to 1%. of
the value of the works and up to NOK 100,0002,119).

» The museum pays an insurance premium up to thetdst deductible.
The museum must cover the works with a commeroguriance policy up to the cost of
the deductible and the State takes over the re#plitysor the remaining insurance sum.

e In Spain and Finland, the deductible levels at@aseording to the insured value of
the works for which compensation may be requirdte $cheme in Spain provides
for four levels, ranging fron€12,020 to€60,101, while in Finland there are three
levels, beginning &18,000 and reachirgpb4,000.

e In France, the deductible is set for each exloibitand varies depending on the
value of the exhibition and the insurance valu¢hef most expensive work of art on
show in the exhibition, the minimum currently bese at 46 million euro.

3 Maximum amount
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Maximum Maximum Amount Amount
amount for the| amount at a in national currency in euro
year given point in
time

DE X (0] Approved every year

AT X o 1,000,000,000

BG X (0] Approved every year

DK (@) X DKK | 4,000,000,000 537,610,432

ES X (o] 1,600,000,000

Fl (o] X 550,000,000

FR (¢] (0]

HU (¢] o

IE (¢] X 190,000,000

IT (¢] X 300,000,000

LT X (o] LTL 5,000,000 1,448,409
NOMC X o NOK | 750,000,000 91,509,128
NOMFA X (o] Approved every year

NL X (0] 227,000,000

PL (¢] o

Ccz (¢] o

UK (¢] X £ 1,205,000,00(4 1,784,515,200

SE (0] o

Some countries limit the risks incurred for whidhbfic finances may be drawn upon by
setting a maximum insurable sum which varies fr&h448,409 (Lithuania) to
€1,784,515,200 (United Kingdom) and is defined eithe a total for the year, or at a

certain point in time.

France, Poland, the Czech Republic and Sweden tdgehany maximum limit to the risks
covered by the state indemnity.

Germany, Austria, Bulgaria, Spain, Lithuania, Noyw#C and MFA) and the
Netherlands do determine a maximum sum per year.

e In Germany, Bulgaria and Norway (MFA), the amoigrdpecified each year in the
national budget based on the recommendation madehdybeneficiaries. For
example, in Norway (MFA) the maximum amount set2004 is NOK 4.5 billion
(€544,463,872). In Germany and Bulgaria this infoiorats not made public.

e In Spain, there are two amounts determined by Eawannual maximum limit of
1,600 million euro and a maximum limit set per paoj which in some cases may
reach 2,500 million euro (cf. the report on Spain).

Denmark, Finland, Ireland, Italy and the United gdom determine maximum amounts
applicable to a particular point in time.

e In Denmark and Finland, the amounts are in theregf 540 million euro.

e In Ireland, the maximum sum insured is 190 millewro and may be increased
with the approval of the Minister of Finance.

e In the United Kingdom, the maximum amount for mational institutions is set at
£1,205,000,000 (which is divided between England1@1,000,000, Scotland
£70,000,000 and Wales £35,000,000 according tantimber of exhibitions held).
No amount is specified for national museums.
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The existence of a maximum limit on sums that caringured by state indemnity creates
competition among the projects.

4 Cost of the indemnity

Only

three countries charge for the indemnity t@lented: Finland, France and Sweden.

e In Finland, the beneficiary institution is require pay the Ministry of Education a
fixed amount 0£185 for each project.

e In France, the organiser benefiting from the statkemnity pays a fixed fee of
€30,500 to the Treasury for each project (in additio the premium paid to the
insurance broker).

e In Sweden, the state indemnity granted entails ¢tosts: the first is the fixed
amount of SEK 3,00€830), while the second is set at 0.05%. of the divesdue of
the exhibition, and should be at least SEK 1,08101Q) and at most SEK 100,000
(€11,000).

B3 Statistics: Financial risks incurred

| Frequency of use

2001 2002 2003
et OB OPEION gt APICAET PPN oo Aplcaton aplcatons
BG 0 1 1 0 1 1
DK 5 5 0 6 6 0 5 5
ES 10 10
Fl 12 12 0 12 12 0 29 29 0
FR 0 2 2 0 5 5 0
HU 0 2 2 2 2
IE 5 5 0 0 4 4 0
LT 1 1 0
NOMC 7 6 1 3 3 3 0
NOMFA 3 3 0 3 2 2 0
NL 2 2 0 6 6 0 2 2 0
UK 174 127 1 219 157 0 169 120 0
SE 53 48 5 49 39 10 45 39 6

e In Germany, this information is confidential ahertefore not available.
e Austria's state indemnity scheme was set up i#200

e In Italy, the state indemnity scheme in force ketw 1997 and 1999 benefited 10
exhibitions. Between 2001 and 2003, there was ate shdemnity scheme in the
country and there are thus no statistics for tlyeses.

e In Lithuania, an indemnity scheme was only seinu003.

e In Poland and the Czech Republic, state indensriiléeve never been used.
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e The statistics available for the United Kingdomlyorroncern non-national
museums.

In 9 of the countries dealt with in this study,0l10 projects benefit from state indemnity
each year. This figure is considerably higher mi&id, Sweden and the United Kingdom.
e In 2003, 29 and 39 projects benefited from stademnity in Finland and Sweden
respectively.

e In the United Kingdom, 120 exhibitions held at amational museums were
granted state indemnity in 2003, which is due teesd factors: all British museums
are eligible, there is no minimum limit, the dedblet is very low and the indemnity
is free and easy to use.

Il Sums insured

The three tables below make it possible to asdessrisks incurred by the countries
providing state indemnity.
In order for readers to be able to appreciate xtene to which these amounts differ from
country to country, the amounts are given in tlspeetive country's currency and in euro.

The first table shows the lowest sum insured foexmibition in the last three years in each
country.

MINIMUM SUM INSURED FOR AN EXHIBITION

Country 2001 2002 2003
Amount Amount Amount Amount Amount Amount

in national currency in euro in national currency in euro in national currency in euro
DK DKK| 11,000,000 1,478,070 DKK 80,000,000 10,749,602 DKK 50,000,000 6,720,166
ES Pts 4,425,000 26,595 28,957 24,624
FI 933,947 600,525 520,120
FR Not used 415,914,236 280,000,00
HU Not used HUHK 3,158,000,000 12,471,553 HUF4,515,000,000 17,830,606
IE 4,571,000 3,436,067 3,378,367
NOMC |NOK| 144,000,000 17,413,339 NQK 189,000,000 22,855,002 NQK 12,000,000 1,451,111
NOMFA |NOK| 2,200,000 266,037 NOK 108,330,000 13,099,907 NQK 213,000,000 25,757,226
NL NLG 5,000,000 2,272,727 4,500,000 2,000,00
UK £ 3,500 5,200 £ 3,500 5,200 f 3,500 5,200
SE SEK 265,000 29,132 SEK 370,000 40,633 SE 370,000 40,633

The minimum sums
minimum limits for selecting beneficiaries, the sumsured are geared to that amount.
e In France, the minimum sum insured for an extohiis much higher than in other
countries, because the minimum limit has beentsé anillion euro.

insured per project vary conshlaigrand, in countries which set

e In the United Kingdom, where no minimum limit Haesen set, state indemnity has
been granted for small projects.

e In Norway, where state indemnity is only provideg the Ministry of Foreign
Affairs for works loaned abroad, it is interestittgsee that the funds committed by
the State in 2003 amounted@®5,757,226.
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The second table shows the highest sum insurednfexhibition in the last three years in
each country.

MAXIMUM SUM INSURED FOR AN EXHIBITION

Country | 2001 2002 2003
Amount Amount Amount Amount Amount Amount
in national currency in euro in national currenc in euro in national currency in euro
DK DKK| 1,117,000,000 150,128,511 DKK,352,207,027 181,741,120] DKK 3,904,706,059 524,805,504
ES Pts 15,000,000,000 90,151,814 89,797,057 16085
FI 27,398,654 77,830,00 103,843,60
FR Not used 609,454,091 1,924,647,39
HU Not used HUR15,380,540,50B 60,740,728 | HUFR 24,500,000,000 96,755,240
IE 50,016,639 4,571,000 80,252,546
NOMC |NOK 728,000,000 88,023,168] NQK 64,500,000 7,798,756] NOK 685,500,000 82,884,456
NOMFA |NOK 454,000,000 54,893,568] NQK373,355,000( 45,142,704 NOK 3,182,702,000 384,823,520
NL NLG 25,000,000 11,363,636 45,378,040 21,000,00
UK £ 457,000,000 679,010,816 i 340,000,000 505,172]168 330,000,000 490,314,176
SE SEK| 1,072,628,888 117,795,56q  SHHK,064,482,00Q 116,900,872 SEHK 1,358,212,000 149,078,512

The maximum sums insured per project vary consiidgrand, in countries which set
maximum limits for selecting beneficiaries, the sumsured are geared to that amount.

In all the countries studied, apart from the Nd#drats and the United Kingdom, there was
an increase in the sums insured by state indersgditgmes between 2002 and 2003.

e In Finland and Sweden, this amount increasedithést in Denmark and France 3
times and in Norway and Ireland more than 8 tinldss rise is indicative of the

increase in risks undertaken by the countries &ingle project.
In countries with no maximum limit, one project csingle-handedly bring about a
significant rise in this figure.

e In France, the coverage provided for iatisse Picassexhibition tripled the sum
insured by state indemnity between 2002 and 2003.

The third table shows the overall amount insureually in the last three years in each
country.
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OVERALL AMOUNT INSURED IN A YEAR

Country |2001 2002 2003
Amount Amount Amount Amount Amount Amount
in national currency in euro in national currency in euro in national currency in euro
DK DKK| 3,294,100,000 442,738,014 DKK3,583,200,457 481,594,080 DKK7,646,074,456| 1,027,657,85p
ES Ptas| 61,626,567,591 370,383,139 402,699,068 9510824,
Fl 78,590,097 120,474,842 269,848,640
FR Not used 1,025,368,42 4,529,732,1p5
HU Not used HUH 18,538,540,504 73,212,280 HUR 29,015,000,000 114,585,844
IE 68,833,621 8,007,067 161,595,14p
NOMC |NOK| 1,556,000,000 188,137,424 N(PK 841,500,000 101,746,560] NQK 737,500,000 89,171,824
NOMFA |NOK| 463,755,000 56,073,056 | NQK 596,054,000 7,069,456 NOK 3,395,702,000 410,577,534
NL NLG 30,000,000 13,636,364 77,760,000 28,000,040
UK £ 2,724,000,000 4,047,320,57p £ 2,533,000,000 R764016 £ 2,004,000,00 2,978,134,0L6
SE SEK| 2,690,775,051 295,341,791 SHK3,520,232,138 386,383,712 SHK2,965,204,426 325,463,397

In all the countries studied, apart from the Unikgédgdom and Norway (MC), there was
an increase in the overall amounts insured by $tatemnity schemes between 2001 and

2003.

e In Denmark, Spain, Ireland and the Netherlands, dmount increased 2 to 2.5
times, in Finland 3.5 times and in Norway (MFA)ifhes. This rise points to some
countries' willingness to take on more risks.

e In France, the overall amount increased fourfatiieen 2002 and 2003 due to the
coverage of two exhibitions requiring large sumamely Matisse Picasscand

Gauguin Tabhiti, I'atelier des tropiquesvhich were held at the Galeries Nationales
du Grand Palais.

e In the United Kingdom, the overall amount decrdabg one quarter while the
number of projects remained constant: more projesgsiiring smaller sums were
covered.

B4 Functioning of the system and compensation mechiams

| The way the system works

1 Institutions in charge of state indemnity
The ministries of culture and/or education andioarices are the ones responsible for
handling state indemnity applications (see addisisgrovided in Annex V).
In some countries, certain institutions that arenarable to the ministries are charged with
the management of state indemnity files.
e In Norway, a public institution answerable to #eistry of Culture was created
in January 2003: ABM-Utvikling, The Norwegian Areli, Library and Museum
Authority.

e In the Netherlands, the Netherlands Institute Gaittural Heritage intervenes in
decisions regarding the granting of state indemnity
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e In the United Kingdom, the applications made btiamal museums are handled
by the Ministry of Culture, while the ever-increagi number of applications by
privately-owned museums are administered by theeMns, Libraries and Archives
Council.

e In Sweden, it is the National Council for Cultuddfairs, in association with the
Kammarkollegiet, which is responsible for the maragnt of the state indemnity
scheme. It is interesting to note that the NatioBalncil for Cultural Affairs is
answerable to the Kulturradet (Ministry of Cultyreyhile the Kammarkollegiet
(Legal, financial and administrative services aggris under the authority of the
Ministry of Justice. The Kammarkollegiet is respbfes for insuring "state
property", and hence works belonging to nationals@mms; Swedish national
museums are thus insured by this public institubeoause they are not permitted to
take out commercial insurance.

e Denmark, Finland, France and Lithuania each hasgeaial board that decides on
a case by case basis whether state indemnity willpiovided. The board is
composed of government officials and experts irfigld of culture and insurance.

2 Application procedures and contents
In most countries, the museum is required to afipthe appropriate institution three to six
months before the commencement of the period aércov

e In Germany, Lithuania and Norway (MFA), the apations have to be made in
the year preceding the exhibition.

Generally speaking, an application should include:

a scientific presentation of the project;

the exhibition dates and period of state indemeityer;

a list of the works to be exhibited and their agrealues;

a budget estimate;

report(s) from one or more insurance brokers céeduin which the economies achieved

from state indemnity coverage are mentioned,;

a description of the transportation and packinthefworks;

a Facilities Report (security conditions relatedhe storage and exhibition of art works).
e In Denmark, Spain, Finland, Italy and Norway, kb@& agreements containing the
lender's requirements for the exhibition of the kgoand/or reports on the condition
of the works should be included.

e In Lithuania, the application should also inclualestatement by the institution
concerned that it undertakes to pay the cost ofag@nout of its own funds, up to the
cost of the deductible.

3 Security conditions
The security conditions related to the exhibitied to be approved by the institutions
responsible for granting state indemnity. Thesétingns first verify that safety measures
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are taken at the exhibition venues and that certainditions are upheld during the
transportation and escorting of the works for whiatemnity is being requested.

The required security conditions are detailed aridgent so as to prevent the occurrence
of damages to the greatest extent possible. If megdhe institutions requesting state
indemnity are obliged to pay for the work neededhtprove security conditions.

In fact, state indemnity schemes have helped torawg security conditions and the
maintenance of the venues benefiting from the imdgm

e For the Matisse Picasso exhibition held in Frantke Réunion des Musées
Nationaux requested that an expert report on theugebe provided by an insurance
company; this report was attached to the applicafior state indemnity.

4 Guarantee certificates

The documents sent to the lenders as proof of stdégnnity coverage differ from country

to country: a guarantee certificate that simply tiwers the scope of the cover, a certificate
specifying the methods of compensation in the eeémtamage, or simply a copy of the
agreement between the beneficiary and the relewantstry. These documents are
sometimes only available in the language of thentgproviding the indemnity.

Examples of guarantee certificates have been appendhis document.

e In France, given that commercial insurance ande stademnity are brought
together under a single insurance policy, the leral#ains from the broker an
insurance certificate with an attachment stiputatihe date from which the state
indemnity applies and providing confirmation of tHeductible beyond which the
State is financially liable in the event of damage.

Il Compensation mechanisms

In the event of damage, the exhibition organisestrimform the lender, the insurer and the
institution in charge of the state indemnity asrsae possible.

The state indemnity schemes cover the cost of iegtavorks which have been damaged
and the depreciation of the works after restoratibthe damaged work belongs to a series
or a set of works, most state indemnities coverdiygreciation of the series or set. If the
parties fail to reach an agreement, an expertllisccan.

The amount of compensation allocated by the Statalculated in relation to the agreed
value of the works approved by the borrower andehder.

In some cases, the amount of compensation onlggmonds to part of the agreed value, or
the agreed value is called into question in thenegédamage.

e In ltaly, restoration and depreciation costs astricted to 50% of the agreed
value.

e A distinctive characteristic of Finland's statélémnity scheme is that the values
agreed upon by the lender and borrower and accéypteélde state indemnity board
are viewed by that board as maximal figures thatlmadevalued.

e In the Netherlands, in the event that the selfsaristence of the work is called
into question, the Ministry of Culture pays theientompensation corresponding to
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its agreed value and becomes the owner of the V@&rauld the lender wish to retain
its ownership of the work in question, then the amoof compensation is
negotiated.

e In Lithuania, the amount of compensation is detide by a committee of experts
irrespective of the agreed value.

As a rule, in the event of total loss of a worke tompensation provided corresponds to
the agreed value; should a work be found aftedlehder has been compensated for total
loss, the latter regains its work of art and isuregfl to pay back the amount received as
compensation, less the estimated cost of restoratid depreciation.

The State’s commitment is, of course, directly idko the amount of deductible charged,
where such a deductible has been set.

In countries with a high deductible, such as Frapablic funds are not drawn upon unless
the damage is substantial.
To date, there have been no cases of damage t® woviered by a state indemnity, so the
compensation procedures have not been testediheitxception of the United Kingdom
and Finland.
e In the United Kingdom, given the particularly laeductibles, public funds are
drawn upon from the very first losses incurred.the last ten years, the state
indemnity scheme has provided compensation for \@rage of three cases of
damage per year, for which the sums involved weseidbed as insignificant by the
government.

e In Finland, during the exhibitioireasures from the Austrian Imperial Family.
Masterpieces from the Kunsthistorisches Museum ignna organised by the

Tampere Art Museum and Pirkanmaan aluemuseo, thaidhi state indemnity

scheme provided nail-to-nail coverage of the warkhibited from 6 March to 24

September 1995, during which period one work ofaeas damaged. The Ministry of
Education paid the amount of FIM 2,592,38235,998) as compensation.

C Countries without a state indemnity scheme

C1 State indemnity from the lender's point of view

Even though state indemnity is still a novel ideaoag countries which do not currently
have such a system, most museums willingly acdeptindemnity provided by other
countries when they loan their works abroad.
e Even though museums in Belgium always choose feriuasurance over state
indemnity, this is due more to a lack of knowleddput the system than an outright
rejection of it.

The Royal Museums of Fine Arts of Belgium frequgnéccept foreign state
indemnity: in 1992, they accepted British indemnfity the exhibitionFabric of
Vision: Dress and Drapery in Paintingvhich was held at the National Gallery, and
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have just accepted state indemnity from Francether Rubens exhibition at the
Palais des Beaux-Arts in Lille.

e In Cyprus, the Archaeological Museum accepts fpraitate indemnity, but this is
still an unfamiliar concept for other museums. Biate Gallery of Contemporary
Art has for the first time ever accepted state fmaigy from Ireland for a loan to the
Irish National Gallery.

e Portugal's Ancient Art Museum accepted Americatesindemnity for the works
loaned for the Vermeer exhibition, which was heldhe Metropolitan Museum of
Art in 2001, and English state indemnity for thepRael exhibition held at the
National Gallery of Art in 2004.

C2 Insurance costs

Since temporary exhibitions are essentially formwgth loans, insurance costs are an
important consideration: they represent an avesd@®% of the exhibition budget and can
even reach 40%, as is the case with the exhibdfoisons from the Monastery of Sinai,

held in 2004 at the Benaki Museum in Athens.

In recent years the cost of insuring works of @$ hisen in all the countries studied. In
addition, museums wanting to obtain better riskecage are obliged more and more to
turn to insurance companies specialising in wofl&b

e Until recently, some Cypriot museums sought toifsured by non-specialist
insurance companies. In order to obtain specificecage for their art works, the
museums now have to turn to companies specialisiag insurance.

The Municipal Arts Centre is therefore going to da#ut insurance for its next
exhibition, Body Works, Sports and Contemporary Awith a specialist company.
Art insurance is all the more complicated in Cypgisen the island's location in a
high-risk seismic zone and the fact that some c@mstsuch as lItaly, the United
Kingdom and Spain, consider it to be a war riskezon

e In Greece, European insurance companies were lteddar the exhibitiorin the
Light of Apolb, Italian Renaissance and Greeogganised by the National Gallery;
an ltalian insurance broker was eventually cho3ée. same method was followed
for Six Leading Sculptors: Rodin, Bourdelle, MaillokaBcusi, Giacometti, Moore,
planned to take place in 2004 as part of the CallfQlympiad.

e In Estonia, the Kadriorg Art Museum is having gesbs finding an Estonian
insurance company that is willing to cover an eamtiiare exhibition, given that the
value of the objects exhibited is particularly high

Many museums have eventually been forced to givelaps to mount an exhibition or
borrow works because of exorbitant insurance pramiu

e |n Latvia, the State Museum of Fine Arts had taraton its plans for an exhibition
on French impressionists and the Arzemju Makslagé{u(Museum of Foreign Art)
the loan of a work by Caspar David Friedrich.
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e The exhibitionThe Centre of Europe Around 1000 A.[& ,joint German, Polish,
Slovakian and Hungarian project, could not be ddibin Bratislava even though
the Slovak Republic was one of the organisers aimdipal lenders.

e The Belem Cultural Centre had to give up its plamborrow works from Russia
for the exhibitionMalevitch and the Cinema

C3 Insurance costs covered by a third party

In the new Member States of the European Union wklic not have a state indemnity
scheme, museums do not have much room for manoevhea it comes to borrowing
works because they cannot cover the insurance. dbsteey wish to present works from
foreign collections, often their only alternative o accept exhibitions for which the
insurance costs are covered by a third party, ascdnother country's Ministry of Foreign
Affairs, the French Institute, the Goethe Instifuteprivate foundations.
e In Estonia, a Durer exhibition held in 2004 at Keedriorg Art Museum in Tallinn
would not have taken place if the German MinistfyFareign Affairs had not
covered the insurance cost&39,000) for 80 drawings by Direr. These drawings
were loaned to Estonia as a means of thankingdhetry for having authorised the
return of a work by Durer, which had been stolerthe Kunsthalle in Bremen.

e In Greece, thanks to the support of the NiarchmenBation, the National Gallery
is able to organise exhibitions in partnership witihheign museums in order to
promote Greek art. Works from the National Galleere exhibited at the Hermitage
Foundation in Lausanne for the exhibition titled Greco & Delacroias part of this
effort.

Of course, if state indemnity can be provided teeccexhibitions held abroad, this results
in significant savings for the country hosting theéhibition.
e In Iceland, The Golden Ages exhibition held at Mational Gallery in 1992 was
covered by the Finnish state indemnity scheme.

Sometimes, countries without an indemnity scherseasite to host projects thanks to the
state indemnity provided by other countries.
e The Rebecca Horn exhibition to be held in 200shatBelem Cultural Centre in
Portugal is feasible because the British and Germstaie indemnities have each
undertaken to cover the international transportatiof the exhibition works, while
the Belem Cultural Centre only needs to pay tharsrsce costs related to the
exhibition venue in Lisbon.

C4 Impact of study on knowledge of state indemnitgchemes

Even though state indemnity schemes are stikldtl poorly known in some countries, the
interviews carried out during this study have iased people's awareness of such schemes
and have made a larger professional audience avfaheir value in the organisation of
exhibitions, particularly in terms of the money edyn insurance premiums.

This survey undoubtedly created a favourable cknveith regard to the possible creation
of a state indemnity scheme in some countriesicodatly in Slovenia.
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GERMANY (federal level)

All the information provided in this report was abted from the German government
representative for culture and the media.

There is a state indemnity scheme in force in Gagma

COVERAGE

Works covered Incoming loans X
Deposits X
National collections excluded O

Scope Nail to nail X

Risks excluded o

ELIGIBILITY CRITERIA

Beneficiaries Certain national museums X
Other museums financed with puljf X
funds

Minimum/maximum limit per project o

THE WAY THE SYSTEM WORKS

Self risk/Deductible O

Maximum amount X

Cost of indemnity O

Waiver of subrogation 9

| Introduction

Organisation of museums

According to the statistics available from the itustfir Museumskunde (Berlin), Germany
has 6,059 museums. A large number of these musearanadministered by cities and local
communities (2,510) or by private associations @)4%nly 491 are answerable to the
federal government or the governments of th&lifdeslanderMoreover, 387 museums are
managed by other legal persons governed by publicahd 347 are under combined public
and private administration. 505 museums are mandgedtly by private persons (natural
persons) and 89 by private foundations. Lastly, 23%seums are run by companies or
cooperatives.

Introduction of scheme

The matter of setting up a state indemnity scheagebeen discussed since 1989, when the
state-funded Art and Exhibition Hall was built iroh. Given that the hall was envisioned
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from the very beginning as an exhibition space euithits own collections, it was evident that
problems would be encountered with the insuransésdor borrowed works. State indemnity
was therefore chosen as a means of reducing tleteas much as possible. Over time, other
institutions were also included in this system.

Regulations

State indemnity is dealt with in 83 | No. 5 of FesleFinance Act. Specific clauses on its
implementation were introduced in the "conditiomverning indemnity" expounded by the
Ministry of Finance.

Il State indemnity coverage

Works covered

Only borrowed works can be covered.

Scope

Works are covered from nail to nail.

Risks not covered

Indemnity is provided in the event of destructilmss or damage, no matter the source (strike,
war, nuclear accident, terrorist acts or vandalisim)addition, the indemnity covers any
damage caused by thunderstorms, rain, hail, sndighining.

Damage caused by third parties is also covered.

I Eligibility criteria

Beneficiaries

Institutions that are only financed by the fedggavernment may apply for state indemnity.
For example, requests have already been made Bglitwing institutions:

» Kunst- und Ausstellungshalle, Bonn

» Deutsches Historisches Museum, Berlin

e Alliiertenmuseum, Berlin

* Museum Karlshorst, Berlin

» Haus der Kulturen der Welt, Berlin

e Jiudisches Museum, Berlin

» Die Deutsche Bibliothek, Frankfurt/Main and Leipzig

e Casa di Goethe, Rome
_ - | Met opmaak:

« 7 opsommingstekens en
nummering
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Selection criteria

Generally speaking, the scheme covers any projgeinised by institutions that are eligible
for state indemnity.

Minimum limit

No general limit has been set.

IV The way the system works

Institutions

The federal government representative for culture the media is responsible for awarding
state indemnity.

Application procedures and contents

First step: A sum allocated to state indemnitydsged in the state budget each year,
based on the demands made by the beneficiaries.

Second step: The borrowing institution has to ebtiguarantee certificate for each
project. An application — stating the exhibitionmmg type, duration, venue and an
estimate of the insured value of the works exhibitemust therefore be submitted to the
federal government representative for culture dm&rhedia. In this way the request is
forwarded to the Ministry of Finance, which in tuaddresses it to the Federal Securities
Administration (Bundeswertpapierverwaltung). The rAdistration then issues a
guarantee certificate.

Third step: For every work of art loaned, a guarantertificate bearing the signature and
stamp of the federal government representativedtiure and the media is issued. The
lender receives the original, while the federal gyownent representative for culture and
the media and the borrowing institution are givetopy each.

If, for a single project, the indemnity exceeds 10illion euro, then the federal government
representative for culture and the media is requite notify the Bundestag Budget
Committee.

Evaluation mechanisms for works covered

The insurance value is provided by the lender. dibelared value of each loan must be
verified by the borrowing institution, which is ngéged to verify that this value corresponds to
the market price.

Required security conditions

All the beneficiary institutions comply with striagt international standards.

However, except for a general declaration, theeerar other written regulations ratified by
the federal government representative for cultmethe media.
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Deductible/Liability

No deductible or limit has been set.

Maximum amount covered by the indemnity

A maximum amount is set which corresponds to thewarhadopted in the budget.

Cost of state indemnity

None.

V Compensation mechanisms in the event of loss, ther damage

Procedures followed in the event of damage

In the event of damage or loss, the borrowing tumstin must inform the lender without
delay. If the damage is noted after the work ofhaid been returned to the lender, the latter
then has a duty to inform the borrowing institutiand the Federal Republic of Germany
within six days. As soon as an agreement is reabbegdeen the borrowing institution and the
lender regarding the restoration methods to be ,uslked borrowing institution then
implements them. All damages reported by the lertdethe borrowing institution are
compensated within six weeks, according to the sesfrihe agreement made between the two
parties.

Waiver of subrogation

There is no waiver of subrogation clause.

Compensation in the event of

- damage

If the loan has been damaged, the lender and bgoinstitution come to an agreement
regarding the cost of restoration and the relewanbunt is then reimbursed. If the work
loaned decreases in value following its restoratiba lender and borrower will then have to
estimate the amount of the depreciation. If an eigent cannot be reached, an independent
expert approved by both parties is then calledcainthe borrowing institution's expense, to
determine the cost of restoration and loss in value

- loss

If a loan is lost or totally destroyed then theesggt value stipulated in the contract must be
paid.

Recovery of works after compensation

There are no regulatory measures on this issue.
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Beneficiary of compensation

Compensation is paid to the lender.

VI Competent court and applicable law

The applicable legislation is German law and themetent court is the court of Bonn.

VII Experience and recommendations

Statistics

To date, compensation has been provided for aktldiens made.

Experience as a borrower

In general, German state indemnity is widely ace@pProblems may, however, arise with
private lenders: half of them prefer to use th@&nansurance system. Difficulties sometimes
also arise with US museums.

GERMANY (Bundeslandedevel)

A complete study and comparative analysis of thex@aBundeslandeare provided in the
annex of this report.
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AUSTRIA

This report has been endorsed by Dr Martin Maxicsor, developer of the recently enacted
state indemnity system.

There is a state indemnity scheme in force in Aastr

COVERAGE

Works covered Incoming loans X
National collections excluded O

Scope Nail to nail X

Risks excluded In situ terrorism X
Terrorism en route X
Acts of war and nuclear threats X

ELIGIBILITY CRITERIA

L All national museums X

Beneficiaries

Minimum/maximum limit per project | Minimum limit O
Maximum limit X

THE WAY THE SYSTEM WORKS

Self risk/Deductible 9

Maximum amount X

Cost of indemnity o

Waiver of subrogation 9

| Introduction

Organisation of museums

Austria has 135 museums, 11 exhibition centres &3dsimilar institutions which are under
public administration Given the country's federal structure, a distinctshould be made
between central government, on the one hand, anBuhdeslandeand local communities
on the other. 7 museums and 14 institutions areeplander the administration of the central
government, while the others are administered bpBtindeslandeand communities.

Moreover, there are some 235 museums, 25 exhibi#orires and 267 similar institutions
that are managed and financed by the private sector

Introduction of scheme

National museums, that is museums belonging tosthte, were until recently government
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institutions without any real legal capacity. Thewre granted full legal power between

January 1999 and January 2002. As a consequermceldistate indemnity system ceased to
exist automatically with the reorganisation of natil museums as separate legal entities.
Until the system's reintroduction, borrowed workadho be insured by private insurance
companies.

In accordance with Section 2 of the 2002 Federalt An National Museums
(Bundesmuseengesetz 2002), state indemnity aimsdiace the insurance costs of national
museums.

Regulations

State indemnity is regulated by Article 1X(1), sparagraph 8, of the 2004 Federal Finance
Act (Bundesfinanzgesetz, 20049fficial Federal JournalBGBI | 42/2003, amended in the
BGBI 1 133/2003. A special regulation, in the form ofletter of indemnity”, was published
in April 2004.

The indemnity is issued by the Republic of Austmdyich is represented by the Federal
Minister of Finance.

Il State indemnity coverage

Works covered

The scheme covers all works of art.

Scope

Works are covered from nail to nail.

Risks not covered

The "letter of indemnity" does not cover the follog risks:

» all types of armed conflict — civil wars, revolut® revolts, riots, insurrections, uprisings,
strikes, lock-outs or any military or official actiselated to such incidents;

» terrorist acts

* nuclear disaster

» wear and tear or deterioration of works, and danmmegelting from improper use

« malicious intent and negligence on the part ofi¢éneler

» any damage that has occurred irrespective of thibition

» any damage covered by a private insurance policy
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[ Eligibility criteria

Beneficiaries

State indemnity is only granted for temporary eitlihs organised by national museums
when these museums are borrowers.

Selection criteria

The State assumes the responsibility on princfaleeilender consents.

Minimum limit

No minimum limit has been set.

Maximum limit

Pursuant to Article 1X, paragraph 1, sub-paragr&pbf the 2004 Federal Finance Act,
liability can be assumed for up to 100 million eper project.

IV The way the system works

Institution

The borrower must submit its request for state nmuiey to the Ministry of Education,
Science and Culture, which will then forward thguest to the Ministry of Finance.

Application contents

The application must include a description of theigrt and a list of the borrowed works.

Evaluation mechanisms for works covered

The works are insured according to their agreedeval

Required security conditions

The "letter of indemnity" stipulates that transptidn needs to be carried out in such a
manner so as to prevent any loss or damage.

The state indemnity scheme does not require angiagdsecurity measures to be taken at the
exhibition venues.

Deductible/Liability
No deductible.
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Maximum amount covered by the indemnity

Pursuant to Article 1X, paragraph 1, sub-paragr@pbf the 2004 Federal Finance Act, the
total value of the works covered by state indemoétgnot exceed one billion euro per year.

Cost of state indemnity

None.

V Compensation mechanisms in the event of loss, ther damage

Procedures followed in the event of damage

If any work has been damaged or lost, the nationedleum must notify the federal authorities
and lender at once. The "letter of indemnity" afdpulates that the security company
responsible in the event of fire, housebreakingftttburglary or suspicion of a criminal act
must be informed and the notification of a claimsibe forwarded to the Ministry of

Finance.

Waiver of subrogation

There is no waiver of subrogation clause. At trgpest of the federal authorities, the lender
must cede to them the right to take action agairtsird party.

Compensation in the event of

- damage

The federal authorities and lender come to an ageeé regarding the amount of
compensation to be paid. If an agreement cannotaehed, the amount is determined by
internationally recognised experts.

- loss

In the event that the work loaned is totally degtb or lost, the federal authorities
compensate the lender according to the agreed.value

Recovery of works after compensation

If a loan is lost during the period covered by thetter of indemnity" and found after
compensation has been paid, the lender is reqtoradcept the returned loan and refund the
compensation received. The loan must be returnedtl@ compensation simultaneously
refunded within six months of notifying the lender.

VI Competent court and applicable law

The "letter of indemnity" comes under Austrian #giion, without reference to the
provisions of international private law. The diggmitarising with respect to the "letter of
indemnity" are subject to the exclusive jurisdintmf the competent court in Vienna.
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VII Experience and recommendations

Statistics

There was no state indemnity scheme in place bet®8e0 and 2004. The new system came
into force on 30 March 2004. No compensation has lpeovided since then.

Experience as a lender

In 2003, the Kunsthistorisches Museum acceptede statlemnity for the following

exhibitions:From El Greco to Dal(National Museum, Stockholmjjtian (National Gallery,

London), Hans Holbein(Mauritshuis, The Haguefranz Hals(Kunsthalle, Hamburg) and
exhibitions held in Sydney and Melbourne.

In 2004, the Kunsthistorisches Museum acceptede statlemnity for the following
exhibitions: Rubens (Musée des Beaux-Arts, Lille)Byzantium Faith and Power
(Metropolitan Museum, New York)Rubens(Herzog Anton Ulrich Museum, Brunswick),
Glaube und MachfHartenfels Castle, Torgau) abdirer (National Gallery, London).

Experience as a borrower

In general, foreign private lenders prefer to tak& commercial insurance because the
lender's rights and obligations stipulated are nsatésfactory for them.

Recent developments

The system has just been set up.
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BELGIUM

This report has been endorsed by Anne-Marie varHignurist
Prime Minister's Office

Scientific, Technical and Cultural Affairs

There is no state indemnity scheme in force in Biehg

| Organisation of museums

Belgium is divided into three regions, namely thaldbn Region, the Flemish Region and
the Brussels Region, and three communities, nanmyFrench Community, the Flemish
Community and the German-speaking Community. Acogrdd the constitution, culture falls
within the sphere of community competence. Nevégtise four museums come under federal
jurisdiction: the Royal Museums of Fine Arts of gielm, the Royal Museums of Art and
History, the Royal Museum for Central Africa and tRoyal Belgian Institute of Natural
Sciences. These are federal scientific establistsndrat are answerable to the Federal
Minister for Scientific Policy.

Il Ongoing discussions

The institutions approached both at the communit/the federal level do not have any state
indemnity system and prefer to take out policiethvimisurance companies specialising in
exhibitions.

The subject of state indemnity has, however, bégulre debated in Belgium.

It should be noted that the country's major musebtmge sufficient security for a state
indemnity system to be set up in Belgium.

Il Insurance costs

Insurance costs have risen in Belgium in recentsyaad a state indemnity scheme would
facilitate the organisation of exhibitions.

IV Experience as a lender

When lending works from its collections, the Mimsbf Culture of the French Community
prefers to have its own insurer.

The Royal Museum of Fine Arts in Antwerp, whictaizsswerable to the Flemish Community,
prefers to have its works ensured by private congsan

However, it seems that although Belgian museumse hgv till now preferred private
insurance over state indemnity, this is due mo leck of knowledge about the system than
a decision made on principle.
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The Royal Museums of Fine Arts of Belgium do accgpte indemnities. In particular, they
accepted British indemnity in 2002 for the exhiitFabric of vision: Dress and Drapery in
Painting, which was held at the National Gallery in Londangd have just accepted indemnity
from France for th&Rubens Universadxhibition at the Palais des Beaux Arts in Lille.
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BULGARIA

This report has been endorsed by Rozalia Gigowam fthe Ministry of Culture, National
Centre of Museums, Galleries and Arts.

There is a state indemnity scheme in force in Bidga

COVERAGE

Works covered Outgoing loans
National collections excluded

Scope Nail to nail

O X| O] X

Risks excluded

ELIGIBILITY CRITERIA

X

. All national museums
Beneficiaries

o)

Minimum/maximum limit per project

THE WAY THE SYSTEM WORKS

Self risk/Deductible

Maximum amount

Cost of indemnity

O| O| X| O

Waiver of subrogation

| Introduction

The law on the protection of cultural developmearne into force in 1999. Article 22 focuses
on state indemnity schemes.

Il State indemnity coverage

Works covered

State indemnity can only be granted for loans ftene beyond the country's borders if
Bulgaria is the lender. In this context, all wosk®wn in an exhibition can be insured.

Scope

Works are covered from nail to nail.
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Risks not covered

All the risks that are usually covered by a privasirance company specialising in art works
are also covered by the state indemnity schemah,tidt exception diorce majeure

[ Eligibility criteria

Beneficiaries

It is not the museums that are demanding a stdeninity system, but the State itself, which
hopes to promote Bulgarian culture by holding eitltibs abroad that are organised by its
own museums.

Selection criteria
The following selection criteria are employed:

» the value of the work of art (only works of grealue can be covered by the state
indemnity system — no minimum value has been indija

» the dissemination of Bulgarian culture

Minimum and maximum limits

No information available.

IV The way the system works

Institution

Applications for state indemnity are managed byNagional Centre of Museums, Galleries
and Arts, but it is up to the Ministry of Culture prepare all the documents concerning the
exhibition to be organised abroad. The Ministry edreign Affairs then ratifies the
documents, followed by which the Ministry of Finangrants state indemnity.

Application procedures and contents

The National Centre of Museums, Galleries and Astghe decision-making body for
exhibitions. If it decides that the exhibition che covered by state indemnity, the request is
forwarded to the Minister of Culture. If the latfgrovides his approval, the legal department
of the Ministry of Culture prepares an edict whishhen submitted to the Cabinet. If the vote
is in favour, the Ministry of Finance grants statgemnity.
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The following documents are required:

» the contract between borrower and lender

» a list of the works and their insured values (dateed by an independent board of
examiners)

» the documents required for transportation and costormalities

Evaluation mechanisms for works covered

The value declared by the museum or gallery lenttiegvork(s) is accepted.

Required security conditions

Exhibition venues must comply with internationaretards.

Deductible/Liability
No deductible has been set.

Maximum amount covered by the indemnity

Article 8.1.1. of the National Debt Act stipulatéisat the maximum value covered by the
indemnity must be estimated in every state budget.

Cost of state indemnity

There is no administrative cost.

V Compensation mechanisms in the event of loss, ther damage

Procedures followed in the event of damage

No provision has been made.

Waiver of subrogation

No provision has been made.

Compensation in the event of

- damage
The lender receives sufficient compensation to coestoration costs.
- loss
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No provision has been made for the loss of a wbekto

Recovery of a work of art following compensation

No provision has been made.

Beneficiary of compensation

Compensation is paid to the museum or gallerylémtthe work(s).

VI Competent court and applicable law

Bulgarian law is applicable and the court of Stfées legal jurisdiction. If the borrower does
not recognise the competence of the latter, theaemé&alls under the jurisdiction of the
International Court of Justice in The Hague.

VII Experience and recommendations

Problems and limitations of the system

The Bulgarian system only covers works loaned abrdtais impossible to insure works
borrowed from other countries due to the strictutations of the Bulgarian Monetary
Committee and the existing agreement between thgalBah State and the World Bank.

Statistics

There have been two cases in which the state iniesystem for art loans has been put to
use since its inception:
» theEuropaliaFestivalin Brussels, to which four exhibitions were sent

» theDays of Bulgarian Culturdeld in Moscow in 2003, for which four exhibitiomgere
sent.
In these two cases, the organisation took plade tivé help of the Ministry of Culture.

Recommendations

A European fund should be created to provide indgmBEach Member State should pay a
contribution by means of automatic transfers.
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CYPRUS

This report has been endorsed by Dr Eleni S. Nikita
(Director of Cultural Services, Ministry of Eduaati and Culture)

There is no state indemnity scheme in force in Gypr

Only Greek Cypriot institutions were included ire tburvey conducted in Cyprus.

| Organisation of museums

Nicosia has three state museums: the State GailfeGontemporary Art and the National
Struggle Museum, which come under the authoritthefMinistry of Education and Culture,
and the Archaeological Museum of Cyprus, which isweerable to the Ministry of
Communications and Works.

There are also municipal museums, such as the LisMduseum in the city of Nicosia and
the Municipal Arts Centre which is housed in thel gdlower station and devoted to
contemporary art.

Il Ongoing discussions

State indemnity is still a new concept for mostre museum officials contacted during this
survey. Nevertheless, some looked on the ideaabé shdemnity with favour, because the
funds saved through this system would make it ptessio borrow more works and co-
organise exhibitions with foreign museums.

Other officials, however, felt that Cypriot museutmsrrow much too small a number of
works from abroad to justify the establishmentwdtsa system in Cyprus.

[1l Insurance costs

Until recently, some Cypriot museums took out geBcwith insurance companies not
specialising in art works. However, in order toabtspecific coverage for art works, the
museums have to turn to specialist companies. Thmeidipal Arts Centre is therefore going
to insure its next exhibitiorBody Works, Sports and Contemporary Artdth just such a
company.

Art insurance is all the more complicated in Cypgigen the island's location in a high-risk
seismic zone and the fact that some countries, asdhaly, the United Kingdom and Spain,
consider it to be a war risk zone.

On the other hand, no lender has as yet demanded against terrorism.
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IV Experience and recommendations

Experience as a lender

The Archaeological Museum of Cyprus accepts forsigite indemnities. Other museums are
still not familiar with this system. The State @&yl of Contemporary Art has for the first time
ever accepted state indemnity — from Ireland -aftwran to the Irish National Gallery.

Experience as a borrower

One of the reasons why museums in Cyprus orgahsie éxhibitions around their own
collections and borrow very few works from abroadhat they do not always comply with
the security conditions required by foreign lenders

Recommendations

Museum professionals in Cyprus would like a netwofknuseums arranged according to
speciality to be created.
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DENMARK

This report has been endorsed by Henrik Bjerre dH&@nservator of the Statens Museum for
Kunst.

There is a state indemnity scheme in force in Dekma

COVERAGE
Works covered Incoming loans X
National collections excluded O
Scope Nail to nail X
Risks excluded Acts of war and nuclear threats X
ELIGIBILITY CRITERIA
Beneficiaries All national museums _ X
Other museums financed with pulf X
funds
Private museums X
Minimum/maximum limit per project | Minimum limit X
Maximum limit X
THE WAY THE SYSTEM WORKS
Self risk/Deductible X
Maximum amount X
Cost of indemnity 9
Waiver of subrogation Y

| Introduction

Organisation of museums

Denmark has seven national museums and some ondreldumand fifty museums are
subsidised by the State. The seven national musaten®ansk Jagt- og, Skovbrugsmuseum,
Dansk Landbrugsmuseum, Den Hirschsprungske SamMiatipnalmuseet, Ordrupgaard and
the Statens Museum for Kunst.

Introduction of scheme

State indemnity was introduced in Denmark in 1984ider to deal with rising insurance
costs.
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Regulations

Article 32 of paragraph 10 of the Museums Act refierthe Danish state indemnity system.
The regulations issued by the Ministry of Culture attached to this document.

Il State indemnity coverage

Works covered

Danish state indemnity covers all borrowed workisheut any exception. However, the state
indemnity board pays particular attention to theure of the works, particularly in
contemporary art, where some works are made ugidhable materials. Deposits are not
covered.

Scope

Works are covered from nail to nail.

Risks not covered

Any damage resulting from previous restorationglear accidents, acts of war or hostilities
is excluded.

There isa priori inclusion of the risk of terrorism, given thatgtnot specified in the risks not
covered.

[ Eligibility criteria

Beneficiaries

As a rule, all museums can apply if they complyhwite security conditions specified by the
state indemnity board.

Selection criteria

The Danish state indemnity scheme favours projedts works of high artistic or cultural
value.

Minimum and maximum limits

Each project's insurance value must be at least D&Killion.
Each project's insurance value should not, ase adceed DKK 2 billion; however, state
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indemnity can be granted for larger sums, provithedMinistry of Finance gives its approval.

IV The way the system works

Institution

The Ministry of Culture is the body responsible fganting state indemnity, based on the
advice of the state indemnity board, which is cosgabof experts appointed to serve on the
board for a period of four years.

Application procedures and contents

Museums have to send their applications to the d¢tipiof Culture by the following dates:

« for exhibitions that need to be insured as of 1 Mgpplications must be sent by 1 January
at the latest

» for exhibitions that need to be insured as of 1t&aper, applications must be sent by 1
May at the latest

« for exhibitions that need to be insured as of luday) applications must be sent by 1
September at the latest.

An application should include:

» ascientific presentation of the project

» the exhibition dates and period of state indemcityer

» alist of the works to be exhibited and their irslivalues
» the lender's requirements for the exhibition ofweks

» the loan agreements

» a description of the transportation of the worksaddition, approval is required from the
Ministry of Culture for the transportation of work&ose insured value is at least DKK
150 million.

» the Facilities Report and the security conditioglated to the transportation, storage and
exhibition of the works

Evaluation mechanisms for works covered

The works are insured according to their agreedeval

Required security conditions

The security conditions related to the transpatatstorage and exhibition of the works must
be approved by the state indemnity board; particaieention is paid to aspects pertaining to
the arrangement of the works in the museums, iticpéar the showcases.
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Deductible/Liability

A deductible has been set at three levels:

Insured value of works Deductible
Below DKK 0.5 billion DKK 100,000
Between DKK 0.5 billion and 1 billion DKK 200,000
Above DKK 1 billion DKK 300,000

Danish national museums are not permitted to tumpriicate insurance companies, the only
exception being the insurance taken out by lendietthie event of damage, national museums
are therefore required to pay for the cost of darag of their own funds up to the cost of
the deductible.

Private museums can choose between bearing thefqesssible cases of damage themselves
and taking out a policy with an insurance company.

Maximum amount covered by the indemnity

The amount covered by the Danish state indemnttgrse cannot exceed DKK 4 billion at
one time.

If the amount covered by the indemnity scheme fsingle exhibition is more than DKK 0.5
billion, the relevant board of the Finance Ministnyst be informed.

Cost of state indemnity

State indemnity is provided free of charge.

State guarantee certificates

The museum issues guarantee certificates thatcangtersigned by the Ministry of Culture.
Danish guarantee certificates specify the scopmeérage and the procedures followed in the
event of damage.

V Compensation mechanisms in the event of loss, ther damage

Procedures followed in the event of damage

In the event of damage, the museum must immediatelify the lender and Ministry of
Culture and must provide an estimate of the regyltbst.

Waiver of subrogation

The Ministry of Culture has the right to take antiagainst the organisers or third parties
acting on their behalf.
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Compensation in the event of

- damage

In the event of damage, restoration and depreciatiosts are estimated by the lender,
following consultation with the borrower and statdemnity board. If the parties are unable
to reach an agreement, an expert is called in.

- loss
In the event of total loss of a work, compensatiobased on the work's agreed value.

Recovery of a work of art following compensation

In the event that a work is found after the lertles been compensated for total loss, the latter
retrieves its work and must return the compensatégeived after having deducted the
estimated cost of restoration and depreciation.

Institution responsible for compensation

In the event of damage, the Ministry of Financerllea cost of compensation.

Beneficiary of compensation

The beneficiary of the compensation is the musemnich pays the lender the deductible and
the compensation allocated by the Ministry of Foean

VI Competent court and applicable law

Danish law is applicable in the event of disput€ke competent court is the court of
Copenhagen.

VII Experience and recommendations

Problems and limitations of the system

The state indemnity board is sometimes reluctairtdore contemporary art.
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Statistics
Number of | Number of Number of | Minimum Maximum sum Overall amount
requests applications | applications | sum insured | insured for an insured for the
accepted rejected for an exhibition in DKK | year in DKK
exhibition in
DKK
2001 11,000,000 1,117,000,000 3,294,100,00!
2002 80,000,000 1,352,207,027 3,583,200,45
2003 | 5 5 50,000,000 3,904,706,059 7,646,074,46

Experience as a lender

The museum professionals contacted are favourablined towards state indemnities from
other countries. They are acquainted with the BhglSpanish, American and Swedish state
indemnity schemes.

Experience as a borrower

Danish state indemnity is generally accepted bydesy the latter do, however, require that
acts of war are also covered. The professionals believe that this risk should also be
included in the state indemnity coverage.

Recommendations

Since damage is more likely to occur during tramspion than when the works are exhibited,
the security conditions required during transpatatshould be specified and the escorts
specially trained.

The liability limits of each party should also lpgesified in greater detail.

Recent developments

Up until 2001, the Danish indemnity scheme onlyered works that were borrowed from
abroad. Today, Danish art works are also included.
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SPAIN

This report has been endorsed by Benito BurgosaBtes, Museum Conservator, Directorate
General of Fine Arts and Cultural Goods, Sub-doete General of the Protection of
Historical Heritage of the Ministry of Educationul@ire and Sports.

There is a state indemnity scheme in force in Spain

COVERAGE

Works covered Incoming loans X
Deposits X
National collections excluded X

Scope Nail to nail X

Risks excluded Acts of war and nuclear threats X

ELIGIBILITY CRITERIA

Beneficiaries All national museums _ X
Other museums financed with pulf X
funds

Minimum/maximum limit per project | Minimum limit O
Maximum limit X

THE WAY THE SYSTEM WORKS

Self risk/Deductible X

Maximum amount X

Cost of indemnity o

Waiver of subrogation X

| Introduction

Organisation of museums

Spain has seventeen national museums, which cocher dine authority of the Ministry of
Education, Culture and Sports. Some of these musesuch as the Prado Museum and the
Reina Sofia Museum, retain autonomy in management.

Introduction of scheme

State indemnity was set up in 1988 for a loan efdbllection of Baron Thyssen-Bornemisza;
this collection was donated to Spain three yedes.la
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Regulations

Reference is made to the Spanish indemnity schanbei ninth clause of Act No. 16 on
Spanish historical heritage of 25 June 1985 (see)dn Royal Decree No. 1680 of 15
November 1991 explains the relevant implementatiethods.

Each year, the maximum insurable sum per projecthatr particular year is specified in the
Finance Act (see annex: 2004 Finance Act). Theedeand some parts of the 2004 Finance
Act have been translated into English (see annex).

This study does not cover the autonomous communities

Il State indemnity coverage

Works covered

The Spanish state undertakes to insure items tfriwal, palaeontological, archaeological,
ethnographical, scientific or technical value, wiile exception of works belonging to Spain's
national collections. Deposits are also coverethbycountry's state indemnity scheme.

Scope

The indemnity provides nail-to-nail coverage, frttre moment the work is removed from the
lender's premises up to 30 days after it has betened.

Risks not covered

Damage resulting from wear and tear, misdeeds erp#nt of the owner, nuclear accidents
and even the seizure of a work of art by a thindypare not covered. The risk of terrorism is
covered during transportation aimdsitu.

[ Eligibility criteria

Beneficiaries

The potential beneficiaries of the scheme are #iabishments that are answerable to the
Ministry of Education, Culture and Sports; museulisaries and archives that come under
the exclusive authority of this ministry are able apply for state indemnity, as are
autonomous establishments such as the Prado Musmdithe Reina Sofia Museum.
Government agencies for Spanish cultural actiomabrand cultural commemorations can
from now on also benefit from the indemnity schea®|ong as the events are held in venues
belonging to the State.

State indemnity is not available to museums undier gupervision of the autonomous
communities.
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Selection criteria

The Spanish state insures works of cultural interes

Minimum and maximum limits

No minimum limit has been set for an institutiorb®meligible for state indemnity.

The maximum sum insured is usually 200 million epeo project. In exceptional cases, this
amount can reach 2,500 million euro if proposedhgyMinister of Finance and approved by
the Cabinet.

The maximum sum stipulated in the 2004 Finance &c640.91 million euro for the
collection of the Baroness Carmen Thyssen-Borneamisz

IV The way the system works

Institution

The Spanish state indemnity scheme is administeyeitie Directorate General of Fine Arts
and Cultural Goods, Sub-directorate General ofRhmection of Historical Heritage of the
Ministry of Education, Culture and Sports.

Application procedures and contents

Requests for state indemnity should be sent to timésivly of Education, Culture and Sports
two to three months before the exhibition opening.

An application must include:

« ascientific presentation of the project

» the exhibition dates and period of state indemcatyer

» alist of the works to be exhibited and their agrealues
» reports on the condition of the works

» the loan agreements in which the lenders consethietovorks being covered by the state
indemnity scheme

» the lender's requirements for the exhibition ofwoeks
» adescription of the transportation of the works

» a Facilities Report (security conditions relatedhe exhibition of the art works) and the
measures taken with regard to conservation, packiagsportation and security

Evaluation mechanisms for works covered

The works are insured according to their agreedeval
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Required security conditions

Security conditions are verified by the Ministry®ducation, Culture and Sports.

Deductible

Article 6 of Royal Decree No. 1680 of 1991 deteresithe deductibles in excess of which the
state assumes the risks. Cover is taken out withater insurance companies for amounts
below these values.

Four deductibles are defined, depending on theatlwalue of the works covered:

e €12,020.42 when the total value of the works inswegls not exceegll,502,530.26

e €21,035.43 when the total value of the works insuresl betweer€1,502,530.26 and
€7,512,651.30

e €36,060.72 when the total value of the works insuiesl betweere7,512,651.30 and
€15,025,302.61

e €60,101.21 when the total value of the works insusealrer€15,025,302.61.

Maximum amount covered by the indemnity

The maximum sum that can be insured is 1,600 mikiaro per year (whereas the maximum
sum per project can, in exceptional cases, red&f02nillion euro).

Cost of state indemnity

State indemnity is provided free of charge.

State guarantee certificates

The Ministry of Education, Culture and Sports psiéds its decisions regarding compensation
in the official journal; these decisions must fibgt ratified by thelunta de Qualificaciorand
financial and legal departments of the MinistryEafucation, Culture and Sports.

V Compensation mechanisms in the event of loss, ther damage

Procedures followed in the event of damage

In the event of damage, the museum must notifyléhder and the Directorate General of
Fine Arts of the Ministry of Education, Culture aBgdorts without delay.

Waiver of subrogation

A waiver of subrogation clause is included. Therdecstipulates that the government cannot
take action against the packers, carriers or ahgrgberson or institution involved in the
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transportation, storage or installation of the vgprkinless the destruction, loss, theft or
damage is imputable to a negligent or wrongfuloerctheir part.

Compensation in the event of

-damage

In the event of damage, restoration and depreaqiata@sts are estimated by the museum in
consultation with the lender and the Ministry ofugdtion, Culture and Sports, and cannot
exceed the agreed value. If the parties are nettabteach an agreement, an expert is called
in.

-loss
In the event of total loss of a work, compensaifbased on its agreed value.

Recovery of a work of art following compensation

In the event that a work is found after the lerftgss been compensated for total loss, the latter
retrieves its work and must return the compensatemeived, less the estimated cost of
restoration and depreciation.

Institution responsible for compensation

The Ministry of Education, Culture and Sports behescosts of any damage that may occur.

Beneficiary of compensation

The Ministry of Education, Culture and Sports p#ys compensation directly to the lender,
while the borrower has to approach the insuranogpemy with respect to the payment of the
deductible.

VI Competent court and applicable law

The competent court is that of Madrid. Spanishigthe applicable law.

VII Experience and recommendations

Problems and limitations of the system

Even though the maximum insurable sum per progtidreased each year, it is still too low
in the opinion of museum professionals: it is edalin set at 200 million euro, whereas the
value of an average project lies between 300 ar@ mbdlion euro. For large projects,
organisers only apply for state indemnity cover tlowse works with the highest insurance
value, since the maximum limit is reached very Klyic

In 2003, the Prado Museum was only able to coveersef the forty-one works on loan for
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the Vermeer and the Dutch Interi@xhibition and only four of the thirty-one works @ban
for the Titian exhibition by means of state indemnity. In tManet at the Prad@&xhibition
held in2004, only four of the one hundred and eleven laggre covered by state indemnity.

Statistics
Number of | Number of | Number of Minimum Maximum sum Overall amount
requests | applications | applications | sum insured |insured for an insured for the year
accepted rejected for an exhibition
exhibition
2001 9 4,425,000 Pts| 15,000,000,000 Rts 61,6296 Pts
2002 10 €28,957 €89,797,057 €402,699,068
2003 10 €24,624 €112,016,054.61 €941,094,082

Grounds for refusing state indemnity

Lenders are sometimes reluctant to accept Spamitgminity because of a lack of knowledge
about the cover provided by the scheme.

Experience as a lender

Spanish museums accept foreign state indemnities.

Experience as a borrower

According to the museum professionals that werdambed, the insurance market in Spain
has changed since 11 September 2001. It has bedwmneasingly difficult to insure
exhibitions and these professionals are thus mdengore inclined to make use of the state
indemnity scheme.

The Reina Sofia Museum requested state indemnityhi® very first time for the Jonathan
Lasker exhibition held in 2003. In 2004, it appliéat indemnity for the Schnabel and
Liechtenstein exhibitions. In the latter case,dkhibition, which has been organised together
with the Louisiana Museum (Denmark) and WhitechayelGallery (United Kingdom), will

be covered by the Danish, English and Spanish indgrschemes.

Recommendations

The museum professionals contacted would like:

» the works belonging to Spain's national collectibm$e covered during transportation
when exhibitions are organised together with othstitutions

» the deductible to be reduced and perhaps eversabdli

* anincrease in the maximum sum that can be inqueegroject

» simpler implementation methods

» the harmonisation of risks covered and not covesedifferent state indemnity schemes
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Recent developments
In 2004, the guaranteed sum insured by the indgnsclieme for each exhibition increased
markedly from 120 million euro to 200 million euro.

As regards the total insurable sum per year, & fosm 1,050 million euro to 1,600 million
euro.

In special cases the highest insurance value pgegirmay reach 2,500 million euro if
proposed by the Finance Minister and approved eyC#binet.

It is expected that the procedures will be simptifso that the indemnity scheme will be used
by more museums and also for smaller projects.
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ESTONIA

This report has been endorsed by Kadi Polli, Kagritrt Museum, Tallinn, Estonia.

There is no state indemnity scheme in force iniiato

| Ongoing discussions

State indemnity schemes are not unknown in EstdPiavision is made in the Estonian
Finance Act for state indemnity, but only as regdtee borrowing of money, thus excluding
works of art. According to the information providdmy the Ministry of Culture, the
establishment of a state indemnity system for caltgoods, whose beneficiaries would be
the national and private museums in the countrigday being debated within the institution,
however, discussions are still at a preliminarygstarhe main difficulty lies in the lack of
financial means, seeing that provision for theseluwould have to be made in the budget. If
the debate had a favourable outcome within the $¢ini approval would then have to be
obtained from the Ministry of Finance. The creatana state indemnity scheme in Estonia
therefore still seems a distant prospect.

Il Insurance costs

Generally speaking, a work of art that is exhibit@én Estonian museum is not insured if it
belongs to the State or if it has been borrowenhfeoprivate lender. Consequently, on the one
hand Estonian insurance companies are not spedalis art insurance and are neither
prepared to insure such works of art, and on tterobhand museums do not have any
experience as regards insurance costs. For ttismébe Kadriorg Art Museum had difficulty
finding a company to insure an exhibition of eantivare organised in collaboration with
Finland, Denmark and Sweden. Estonia's large inseraompanies were not able to respond
to the museum's call for tenders due to the redbtikigh value of the items that needed to be
insured (1.8 million euro).

[l Existing security levels

Only the recently renovated Kadriorg Art Museumt(Museum of Estonia) fully complies
with international standards.

IV Examples of exhibitions cancelled owing to insuance premiums

Because of the high insurance premiums, the Kagldot Museum had to give up the idea of
holding an exhibition on Flemish art, which wouldve been an opportunity to exhibit
paintings borrowed from the Netherlands.
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V Experience as a lender

According to the information provided by the Kadgadrt Museum, the only way to bring art
works or temporary exhibitions to Estonia is foe tlenders to agree to bear the insurance
costs.

In April 2004, aDurer exhibition was able to take place at the Kadrigmy Museum in
Tallinn because the insurance costs for eightytprioy Direr, which were loaned by the
Bremen Kunsthalle, were assumed by the German tinid Foreign Affairs. This gesture
was a way of thanking Estonia for returning a stoliirer painting to the Kunsthalle in
Bremen.

At present, the organisation of exhibitions is defent on whether partners with the required
financial resources will be found (exchanges witligaria or Romania are therefore barely
possible). The chances that international exhib&iwvill be organised are, for this reason,
very slim.

VI Cases of damage

No damage has been reported.

VIl Recommendations

Small exhibitions should be covered by private rasge companies or by a state indemnity
scheme. A European indemnity system would be a geog solution for larger projects that
can be covered neither by the State's budget norusgum budgets.
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FINLAND

This report has been endorsed by Kirsti Endjauvis{, state indemnity board secretary.

There is a state indemnity scheme in force in FRithla

COVERAGE

Works covered Incoming loans X
Outgoing loans X
National collections excluded X

Scope Nail to nail X
Certain intervals excluded X

Risks excluded o

ELIGIBILITY CRITERIA

Beneficiaries All national museums _ X
Other museums financed with puld X
funds

Minimum/maximum limit per project | Minimum limit X
Maximum limit X

THE WAY THE SYSTEM WORKS

Self risk/Deductible X

Maximum amount X

Cost of indemnity X

Waiver of subrogation o

| Introduction

Organisation of museums

Finland has three state museums: the National Mug®&lational Board of Antiquities), the
Museum of Natural History and the National Gallamnich has three exhibition venues: the
Sinebrychoff Art Museum, the Ateneum Art Museum #mel Kiasma Museum.

There are also some forty regional museums indiatcy.

Introduction of scheme

A state indemnity scheme was set up in Finlanchatdemand of the state museums, the
Ateneum Art Museum in particular, in order to mesturance costs. In the 1980s, the Finnish
state did grant indemnity, but there was no spetafjislation in force. In 1984, a committee
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was formed in order to draft an act.

Regulations

The Finnish state indemnity scheme is governed blyMo. 411 of 30 May 1986 and the
methods of implementation are stipulated in Dedvee 445 of 6 June 1986. The Finnish
version and English translation of the Act and Becare attached. The Act in question
concerns art and history exhibitions as well agiotultural spheres.

There are guidelines available for lenders, whidhsson be translated into English.

Il State indemnity coverage

Works covered

The Finnish indemnity scheme covers borrowed wdhiet are exhibited in Finland and
Finnish works exhibited abroad in exhibitions orged by Finnish institutions, as was the
case with the exhibition titledthe Art of Finland: Land of Nature and Living Myth;was
organised by the Kiasma Art Museum and presentdtiraé venues in Japan in 2003 and
2004 (Yamaguchi Prefectural Museum of Art, Gunmaskiun of Art and Sendai
Mediatheque).

Finnish national works of art exhibited in Finlaaslwell as deposits cannot be covered.

Scope

The state indemnity scheme provides nail-to-naiVecage; however, the organiser or
Ministry of Education is permitted to limit the quo of application by only covering part of
the exhibition or venues, or even excluding thaedpartation of the works if the risks are too
high.

Risks not covered

No risk is excluded. Terrorism is also included andn insurance policy taken out by the
lender excludes this risk, it can be covered bysthte indemnity scheme.

I Eligibility criteria

Beneficiaries

Finnish indemnity can be granted to a national iputbrporation or a national foundation
with public-interest status.
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Selection criteria

Projects of international scope, dealing with aspet the history of art or civilisation, are
eligible.

Minimum and maximum limits
The board rarely awards state indemnity for prgjedhose overall insurance value is lower
than€500,000.

The maximum amount insured by the Finnish indemsitieme is 125 million euro per
exhibition. For values higher than 54 million euapproval is required from the Ministry of
Finance.

IV The way the system works

Institution

The Ministry of Education is responsible for gragtistate indemnity following a proposal by
the state indemnity board. The board consists eharman (official of the Ministry of
Education) and nine other members, who are appbfotea period of three years. The board
members should have specialist knowledge in thieviaig fields: the arts, cultural life,
exhibitions, fire safety, transportation, insuramcel conservation. The secretary on the state
indemnity board is a jurist.

Application procedures and contents

The borrowing institution must apply for indemnitythe Ministry of Education at least three
months before the commencement of indemnity cowerdfg the value covered by the
indemnity is greater than 54 million euro, the Miny must be informed six months earlier.

Applications must include:

» the loan agreements

» adescription of the exhibition's significance émnhs of artistic value or with regard to the
history of civilisation and its impact on the deymhent of international cultural
exchanges

* alist of the works to be exhibited and their ireslivalues
» adescription of the exhibition venues

» a description of the personnel responsible for miggag the exhibition and the security
measures and transportation and escorting conditilated to the exhibition

» the exhibition budget
» areport from the insurance companies consulted
» adescription of checks made on the condition efwirks
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Evaluation mechanisms for works covered

The works are insured according to their agreedeval

Required security conditions

Exhibition venues should meet all the requiremémtierms of fire safety and other security
related matters. Transportation, packing, unpackimgj the inspection of the condition of the
art works should be carried out as prescribed.afmeopriate packaging should be used when
packing the works of art.

Deductible/Liability

The deductible payable by the organise£1i8,000 when the insured value of the works does
not exceed 54 million eur€36,000 when the insured value of the works is betwg4
million euro and 90 million euro, arkb4,000 when the insured value of the works is great
than 90 million euro.

Maximum amount covered by the indemnity

The total insured value covered at one time mayeRroged 550 million euro.

Cost of state indemnity

The beneficiary must pay the Ministry of Educatifixed fee 0€185.

State guarantee certificates

No certificates are issued that can be sent ttetiders. The beneficiary institution sometimes
has the decision of the Ministry of Education ttates] into English.

V Compensation mechanisms in the event of loss, ther damage

Procedures followed in the event of damage

In the event of damage, the exhibition organisestnionmediately inform the Ministry of
Education of any damage suffered, also indicatiregdesired compensation. The board must
be consulted regarding the amount of compensatitwe {paid.

Waiver of subrogation

The Ministry of Education has the right to take@tiagainst the organisers.
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Compensation in the event of damage

A distinctive feature of Finland's state indemrstheme is that the values agreed upon by the
lender and borrower and accepted by the state inithedmoard are viewed by that board as
maximal figures that can be devalued in the evédamage.

In the event that damage does occur, the compensatiovided corresponds to the
restoration and depreciation costs determined bgxgert chosen by the Ministry and the
museum.

Recovery of a work of art following compensation

Should a work be found after the lender has beempensated for total loss, the latter regains
its work of art and is required to pay back the antaeceived as compensation, less the
estimated cost of restoration and depreciation.

Institution responsible for compensation

The Ministry of Education pays the damages follayponsultation with the state indemnity
board.

Beneficiary of compensation

The compensation is paid to the beneficiary, whiigm forwards it to the lender.

VI Competent court and applicable law

The applicable law in the event of a dispute isish law and all such matters fall under the
jurisdiction of the court of Helsinki.

VII Experience and recommendations

Experience with regard to damage

The Finnish state indemnity scheme provided naiidib-coverage of the works shown at the
exhibition titled Treasures from the Austrian Imperial Family. Mapieces from the
Kunsthistorische Museum in Viennahich was organised in 1995 by the Tampere Art
Museum and Pirkanmaan aluemuseo. One work of aridamaged during the exhibition and
the Ministry of Education paid the amount of FING22,332 as compensation.

Problems and limitations of the system

The state indemnity board is reluctant to cover mesdia art, which is composed of videos,
screens, computers, cameras, which can easilygiecesl if damaged. For example, in the
Ars 0lexhibition organised by the Kiasma Museum of Ar2D01, only 10% of the works



80

Country survey reports — Finland

exhibited were covered by the state indemnity sehem

Statistics
Number of Number of Number of Minimum sum Maximum sum Overall amount
requests applications applications | insured for an insured for an insured for the
accepted rejected exhibition in € exhibition in € yearin€
2001 12 12 0 933,947 27,398,654 78,590,097
2002 12 12 0 600,525 77,830,000 120,474,842
2003 29 29 0 524,120 103,843,600 | 269,848,600

Grounds for refusing state indemnity
Lenders sometimes refuse to accept Finnish stdtarinity, particularly owing to the clause
which states that the agreed value is called in&stjon in the event of damage.

Another reason for refusing Finnish indemnity i€ tambiguity in the act and decree as
regards coverage. Of course, detailed guidelinesiaailable, but only in Finnish.

Following this survey, the Ministry of Educationwgaits approval for the document to be
translated.

Experience as a lender

The museum professionals were favourably inclireelatds foreign state indemnities and
were aware of the existence of the English, Ameridarench, Norwegian and Swedish
indemnity schemes.

Experience as a borrower

Finnish state indemnity is generally accepted Iglées, with the exception of lenders from
France.

Recommendations

Deadlines should be shorter and the proceduredesimp

All works of art should be covered by the schemighaut any restrictions on the materials
used. In contemporary art, the "concept" of a wafrlart should be able to be covered by the
state indemnity scheme.

Recent developments

Forms and guidelines have been available on tleenet since 2001.
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FRANCE

This report has been endorsed by Bénédicte BoisspnBxhibition Department Head,
Réunion des Musées Nationaux.

There is a state indemnity scheme in force in Fganc

COVERAGE
Works covered Incoming loans X
National collections excluded X

Scope Nail to nail X
Risks excluded Acts of war and nuclear threats X
ELIGIBILITY CRITERIA

S Selected national museums X
Beneficiaries
Minimum/maximum limit per project | Minimum limit X
THE WAY THE SYSTEM WORKS
Self risk/Deductible X
Maximum amount 9
Cost of indemnity X
Waiver of subrogation X

| Introduction

Organisation of museums

There are 34 national museums in France which lgauged more and more management
autonomy, particularly with respect to their finesc by becoming administrative public
corporations: the Georges Pompidou National CefareArt and Culture since 1976, the
Louvre since 1992, the Museum of the Chateau ofaikes since 1995 and the Museum of
Orsay and Guimet National Museum of Asiatic Arcgidanuary 2004.

The Act of 4 January 2002 gave a specific statuhd®dusées de Franggnuseums meeting
certain scientific and cultural criteria. This dgsation has since become clearly identifiable
by the public.

Introduction of scheme

The French state indemnity scheme was created98 6 that exhibitions requiring large
sums of money could be held. It was used for thst fiime in 1993-1994, for the
Masterpieces of the Barnes Foundatexhibition held at the Museum of Orsay.
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Regulations

Act No. 93-20 of 7 January 1993 on instituting etatdemnity for some exhibitions was
amended by Implementing Decree No. 93-947 of 23 7993.

Il State indemnity coverage

Works covered

Works belonging to foreign public and private cotiens are covered.
Works belonging to France's national collectiond deposits are not covered.

Scope

Works are covered from nail to nail, during transption to and from the exhibition venue
and while the works remain with the borrower.

Risks not covered

A distinguishing feature of the French system iat tih brings private insurance and state
indemnity together under a single insurance policy.

The chosen insurance policy therefore determinest vigks will be excluded. In general,

they are:

Previous damage to a work of art, the risk of radiivity and the risk oin situ terrorism. In
France, the coverage of the risk of terrorism dutmansportation anieh situis obligatory.

[ Eligibility criteria

Beneficiaries

State indemnity was set up in France exclusivetynational public institutions organising
exhibitions. To date, the Réunion des Musées Nativrand the Georges Pompidou National
Centre for Art and Culture have been the only bieizafes.

Selection criteria

State indemnity is not granted unconditionally;re@coject is submitted to the Ministry for
the Budget, which only awards indemnity in excemtio cases after verifying that the
exhibition venue does indeed guarantee the reqsiedrity and that it is prepared with the
collaboration of the competent scientific and techhpersonnel.

Minimum and maximum limits

The total insured value of works not belonginghe State must be at least 46 million euro.
However, in practice, the total value of the extidioi should not be less than 250 million euro
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for state indemnity to be a viable option.
No maximum limit has been set.

IV The way the system works

Institution

The Ministry for the Budget issues an order by nseafnwhich it awards state indemnity, on
the advice of the State Indemnity Approval Comrittehich is appointed by the Ministry of
Culture and the Ministry for the Budget.

The Approval Committee is composed of state reptatieas and individuals who are
qualified in cultural and insurance matters.

Application procedures and contents

The institution requesting indemnity and the Dimattdes Musées de France submit their
applications to the State Indemnity Approval ComeeittThe Direction des Musées de France
is a department in the Ministry of Culture thateryses the country's museums.

An application should include:

* asummary of the application

» adescription of the project

» alist of the works to be exhibited and their agrealues

* abudget estimate

« areport from the different insurance brokers ctiedurequired by the committee)
» adescription of the transportation of the works

» the security conditions and plans of the exhibitiatls

Evaluation mechanisms for works covered

The works are insured according to their agreedeyah the lender's currency.

Required security conditions

The chairman of the Approval Committee may assignoap of technical experts the task of
establishing the security measures taken in exbibitenues and the conditions under which
the transportation and escorting of the works fhichw indemnity is requested are carried out.

The institutions requesting state indemnity araliregl to pay the experts' fees.

Deductible/Minimum liability limit

The State covers that part of the damages exceadiagnount which is determined on a case
by case basis by the Approval Committee. This amearnes depending on the maximum
value of the exhibition and on the insured valueth® most expensive work of art in the
exhibition, the minimum limit at present being bgtlaw at 46 million euro.
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For damages incurred below the deductible, covestnine taken out with a specialist
insurance company; the State is only liable for ant® exceeding the deductible value.

Maximum amount covered by the indemnity

No maximum amount has been determined.

Cost of state indemnity

The organiser benefiting from the state indemnéysa fixed fee 030,500 to the Treasury
for each project (in addition to the premium paidhte insurance broker).

State guarantee certificates

The lender receives an insurance certificate syiagifthe date on which state indemnity
coverage commences and the amount beyond whichidabei§ financially liable in the event
of damage.

V Compensation mechanisms in the event of loss, ther damage

Procedures followed in the event of damage

In the event of damage, the public institution oigeng the exhibition must inform the owner
of the work and its broker within 48 hours. In theent that the damage exceeds the
deductible and brings into play the state indemriitg organiser must then also notify the
Ministry of Culture and the Ministry for the Budget

Waiver of subrogation

There is a waiver of subrogation clause.

Compensation in the event of damage

For damage exceeding the deductible, the stateninithe scheme covers the restoration costs
of the damaged works. Restoration work is carrietby a restorer chosen by the owner or
with the owner's consent and following the appr@fan expert appointed by the Ministry of
Culture.

The indemnity also covers the depreciation of tloekvafter it has been restored.

If the damaged work belongs to a series or a saettofiorks, the state indemnity will cover
the depreciation of the series or set.

Recovery of a work of art following compensation

Should a lost work be found after the lender hanhlmmpensated, it is restored to the lender
and the latter returns the compensation receiesd, festoration and depreciation costs.
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Institution responsible for compensation

The Ministry of Finance makes provision for compim in the "reserves” item in the
overall budget.

Beneficiary of compensation

For amounts exceeding the deductible, the Ministiyinance pays the compensation directly
to the lender.

VI Competent court and applicable law

The competent court is the administrative couRaffis and the applicable law is French law.

VII Experience and recommendations

Statistics
Number of Number of Number of Minimum sum Maximum sum Overall amount
requests applications applications | insured for an insured for an insured for the
accepted rejected exhibition in € exhibition in € yearin€
2001 0
2002 2 2 0 415,914,236 609,454,094 1,025,368,42Q
2003 5 5 0 280,000,000 1,924,647,391 4,529,732,105

Experience as a lender

In 2003, the Loan Committee of the Direction des Mss#e France, which is responsible for
loaning the works of France's national museumsged state indemnity from Sweden for
the exhibition titledTerres Cuites Néo-classiques en Europleis committee refused Finnish
state indemnity for thees Maitres Francais: Chefs d’ceuwarhibition held at the Ateneum
Art Museum in 2004 and Polish state indemnity fa &xhibition on French expressionism,
which was held at the National Museum of Warsawcabee the scope of the coverage
provided was not clearly identifiable.

The Direction des Musées de France is favouralgynied towards state indemnities, but the
texts have to be much clearer and must be writidfrénch. Furthermore, every act must be
accompanied by an implementing decree.

It is also the policy of Georges Pompidou Natio@antre for Art and Culture to accept
European state indemnity; in particular, it recgratcepted British state indemnity for the
loan of a work by Kirchner to the Victoria & Albevtuseum.

Experience as a borrower

The Constable exhibition organised by the Britisbu@ril and presented at the Galeries
Nationales du Grand Palais was covered by thesBritiate indemnity scheme.
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The Montreal Museum of Fine Arts and the Nationall&y in Washington refused French
indemnity forThe Surrealist Revolutioaxhibition held at the Georges Pompidou National
Centre for Art and Culture in 2002.

Recommendations

If the French indemnity system were to be reforniiedpuld be desirable to abolish the fixed
fee payable to the Treasury and to lower the minimimit or for state indemnity to be
applicable from the very first euro of damage s&ffle

For example, the contemporary art exhibitions la¢lthe Georges Pompidou National Centre
for Art and Culture, whose insurance value is qlite, cannot be covered by the state
indemnity scheme because of the minimum limit set.

Recent developments

French state indemnity was recently awarded forettigbition of the Winthrop Collection at
the Musée des Beaux-Arts in Lyons and the Rubehibigion at the Palais des Beaux- Arts
in Lille; these projects were co-produced with RN, a national public corporation, and
were thus eligible for state indemnity.
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GREECE

This report has been endorsed by Georgios Liomagctor of European Affairs, Hellenic
Ministry of Culture.

There is no state indemnity scheme in force in Gree

| Organisation of museums

98% of Greece's museums are government-owned arar@¥rivate. There are 180 national
museums which are subject to the authority of theidity of Culture as well as foundations,
such as the Benaki Museum or the N. P. Goulandnimé&ation, which are subsidised by the
government.

I Ongoing discussions

At present, there is no state indemnity systemoircef in Greece. However, the Hellenic
Ministry of Culture would not be opposed to theatien of a system that would combine
coverage from insurance companies and the StateorAmittee composed of museum
directors should soon be submitting its proposathi¢ Ministry of Culture.

[l Insurance

Insurance costs have increased by 20% on avenage 5l September 2001.
The museum professionals contacted have the falppwoints of view:

The National Gallery turned to European insuranoenganies in order to insure the
exhibitionIn the Light of Apollo, Italian Renaissance and €&ge an Italian insurance broker
was eventually chosen. The same method was folldee&ix Leading Sculptors: Rodin,
Bourdelle, Maillol, Brancusi, Giacometti, Moorehich opened its doors to the public in June
2004 as part of the Cultural Olympiad.

Exhibitions of Greek works abroad are made possitdeks to the support of Greek private
foundations. For example, thanks to the NiarchasnHation, the National Gallery organises
exhibitions in partnership with foreign museums drder to promote Greek art. Such
exhibitions includebu Greco a Delacroixheld at the Hermitage Foundation in Lausanne.

The temporary exhibitions at the Benaki Museumemsentially made up of works on loan;
insurance costs are thus an important consideralioey represent an average of 20% of the
exhibition budget for international loans and carereach 40%, as is the case with the
coming exhibition of icons from the Monastery oh&i

The future National Museum of Contemporary Art, gthis already organising exhibitions at
the Athens Concert Hall, limits its insurance codtanks to the patronage of insurance
companies, as is the case with the Chen Zen eidmibit
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IV Experience as a lender

The National Gallery has just accepted American British state indemnity for two works
by El Greco that were loaned for an exhibition oigad by the Metropolitan Museum of Art
of New York and the National Gallery of London.

The Benaki Museum accepts foreign state indemrtitgc¢epted indemnity from the United
States for loans currently on show at the MetraganIMuseum of Art for the exhibition titled
Byzantium: Faith and PowerThe coverage provided by the state indemnity was
complemented by a private insurance policy, whimbeced the risk oifh situterrorism.

V Recommendations

The museum professionals contacted willingly acéagtign state indemnity and hope that in
the event of damage, compensation will be paid nmate quickly than in the case of private
insurance companies.

They suggest that the maximum insurable limits setfdreign indemnity schemes be
increased since they are quickly reached and, qoiesgly, some loans have to be covered by
private insurance companies, as was the case hdtloans of the Benaki Museum during the
El Grecoexhibition organised by the Thyssen-Bornemisza Mose

The risk of terrorism should also be covered byestademnity schemes, because it is an
increasingly costly risk to cover with private imaoce companies.

The professionals who were contacted are in fawduthe creation of a state indemnity
scheme in Greece, as this would enable them taeeidgurance costs.

The state indemnity scheme likely set up in theriin Greece should ideally also cover the
works from foreign museums that are deposited aeksmuseums. The Benaki Museum is
currently in the middle of negotiations with the tkkensammlung, Staatliche Museen zu
Berlin, for a six-year loan of a work of art. Theraki Museum already has 22 permanent
deposits from the Archaeological Museum in Cyprus.
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HUNGARY

This report has been endorsed by Henrietta Galangzepmuvezeti Museum (Budapest).

There is a state indemnity system in force in Hup@ahich does not only concern works of
art).

COVERAGE

Works covered Incoming loans
National collections excluded

X[ X| X| X

Scope Nail to nail

Risks excluded Acts of war and nuclear threats

ELIGIBILITY CRITERIA

X

. All national museums
Beneficiaries

o)

Minimum/maximum limit per project

THE WAY THE SYSTEM WORKS

Self risk/Deductible

Maximum amount

Cost of indemnity

<| 0| O| O

Waiver of subrogation

| Introduction

Organisation of museums

In 2000, there were 832 museums in Hungary.

Regulations

Two acts and a government decree deal with stdninity in general, and do not focus on
works of art:

» Public Finance Act No. XXXVIII of 1992 (Articles 38nd 42). This act stipulates that on
behalf of the government, the Minister of Finanballssign an agreement on the amount
of compensation for which liability can be assumehis amount is calculated in a way
that prevents the creation of liabilities in thengeal budget.

» The annual Budget Act of the Republic of HungaryisTact specifies the total indemnity
that can be undertaken by the Hungarian governnien2003 and 2004, this amount
could not exceed 2.5% of the expenses on the denetget.
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* Implementing Decree No. 151 (X.1.) of 1996, whigtedtmines the details pertaining to
the compensation procedure for all types of statkernity. This decree was mainly
foreseen so as to provide a guarantee for loarsnaat No specific provision is made for
art exhibitions, which is a problem when attemptitogapply the legislation to this
particular case.

Il State indemnity coverage

Works covered

Works borrowed from abroad for temporary exhibisi@an be covered.

Scope

Works are covered from nail to nail.

Risks not covered

Defects that are inherent in the works cannot beereal. The risk of war is covered at the
exhibition venue, but not during transportationoasra war zone.

[ Eligibility criteria

Beneficiaries

The current legislation enables all the museumsiastidutions to apply for state indemnity.
The government is free to award or refuse indemnity

Selection criteria

The institution organising the exhibition submits application to the Ministry of Cultural
Heritage, which then forwards this application gédther with its recommendation — to the
Ministry of Finance. The government makes a degitiased on the proposals made by the
two competent ministers. Each time that state imdignis awarded, a government resolution
authorises the Minister of Finance — who represti@sHungarian government — to co-sign
the state indemnity agreement with the borrower.

Minimum and maximum limits

No minimum or maximum limit has been set.
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IV The way the system works

Institution

The museums must apply to the Ministry of Cultittatitage.

Application procedures and contents
The borrowing institution must submit an applicatimontaining a list of the works and their
insured values, the names of the lenders and thibigan dates.

In the event that the government decides to gtate sndemnity, an indemnity agreement and
guarantee certificate are issued if need be:

The indemnity agreement includes the title of thdilgtion, the required duration, the
amount of compensation and the extent of the cdver.concluded between the Ministry of
Finance and the director of the borrowing insténtiand is signed by both parties.

Moreover, a statement of acceptance must be siogyé¢lde lender. By signing the statement,
the lender declares that it understands and acdbkpteonditions of the Hungarian state
indemnity scheme. Without this statement, the statemnity cannot come into effect.

Evaluation mechanisms for works covered

The lender specifies the value in the loan fornenesd from the museum.

V Compensation mechanisms in the event of loss, ther damage

Procedures followed in the event of damage
In the event of damage, the lender and borrowerecéanan agreement on the work's
restoration, whose cost cannot exceed the valtieeofork.

The lender and borrower agree on the amount ofedegiron following restoration. Both
parties then decide together on the cost of retitorand to what extent it can be reduced. If
they cannot reach an agreement, each party carchioaze an expert to make the assessment.
If the two experts disagree, they then appoint réitrator. Should they not be able to agree
on the name of an arbitrator, the competent Huagarourt then appoints an expert.

In the event of loss or destruction, the borrowserequired to pay the lender compensation up
to the total insurance value declared in the lggreement.

Recovery of works after compensation

If the work is recovered after having been decldostl the lender is entitled to retrieve the
work in return for the compensation that had beseived.
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VI Experience and recommendations

The professionals contacted estimate that, on geef®% of the cost of an exhibition can be

saved if the exhibition is covered by a state indigyrscheme.

Problems and limitations of the system

The main problem is the absence of appropriatesleggin. As a result of this, the system in
force is not easy to understand and, furthermeneddrs are reluctant to accept Hungarian

state indemnity.

Statistics
Number of | Number of | Number of | Minimum sum | Maximum sum Overall amount
requests | applications | applications | insured for an insured for an insured for the
accepted rejected exhibition exhibition year
2001 0 0 0 0 0 0
2002 2 2 0 HUF HUF HUF
3,158,000,000 |15,380,540,508 18,538,540,508
(€12,814,065) | (€62,408,879) (€75,222,944)
2003 2 2 0 HUF HUF HUF
4,515,000,000 |24,500,000,000 29,015,000,000
(€18,320,298) | (€99,412,471) (€117,732,770)

Recommendations

The following points were made during the interview

» The creation of a European indemnity system. Nealéfal's indemnity system was cited
many times as an example.

» It would be desirable for Hungary to adopt a deareémmunity from seizure in order to
meet the requirements of many museums lending works
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IRELAND

This report has been endorsed Peadar Caffrey, tiro§ Culture, Department of Arts, Sport
and Tourism.

There is a state indemnity system in force in hdla

COVERAGE

Works covered Incoming loans X
National collections excluded X

Scope Nail to nail X

Risks excluded X

ELIGIBILITY CRITERIA

Beneficiaries Selected national museums X
Other museums financed with pulf X
funds

Minimum/maximum limit per project | Minimum limit X

THE WAY THE SYSTEM WORKS

Self risk/Deductible O

Maximum amount X

Cost of indemnity O

Waiver of subrogation Y

| Introduction

Organisation of museums
Ireland has the following national institutions, ielhare governed by the State:

» the National Museum of Ireland, with its four braes (Museum of Archaeology and
History, Museum of Natural History, Museum of Deative Arts, Museum of Country
Life);

» the Chester Beatty Library

» the National Gallery of Ireland

» the Irish Museum of Modern Art.

Moreover, there are another 246 museums whichradterithe administration of 26 different
counties.
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Introduction of scheme

Even though state indemnity was only brought imcé in 1997 by the National Cultural
Institutions Act, it has been granted since the0Os9Before 1997, a contract was entered into
between the lending institution, the borrowing itagion and the Ministry of Culture. This
system became too complicated and was thus replacéte above act. At the same time, a
standard contract was drawn up, stipulating thaildategarding the award of state indemnity.
Ever since the act was passed, this contract hasused every time state indemnity has been
granted.

Regulations

State indemnity is regulated by the National Cualltumstitutions Act.

Il State indemnity coverage

Works covered

Indemnity is provided for incoming loans from aldoaand is available to the
institutions/organisations listed below (point JNyhich are responsible for organising public
exhibitions. Works belonging to national collecsorannot be covered.

Scope

Works are covered from nail to nail.

Risks not covered

Apart from acts of negligence on the part of therdwer, all other risks are covered,
including acts of war, hostilities or terrorist sicivhich are expressly mentioned.

[ Eligibility criteria

Beneficiaries

Only certain selected institutions can requestestatiemnity. These are either national
institutions or independent institutions that anaficed entirely by the central government:

» National Museum of Ireland

e National Library of Ireland

* National Gallery of Ireland

» Chester Beatty Library

* Crawford Municipal Art Gallery
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» Irish Museum of Modern Art Company
* Hugh Lane Gallery of Modern Art

* Royal Irish Academy

* Hunt Museum, Limerick.

Selection criteria

According to Article 43(1) of the National Cultudaistitutions Act, state indemnity is granted
if the public exhibition of the object in questionmill contribute materially to public
understanding or appreciation of art and culture.

Minimum limit
The work or works for which indemnity is requestgdust have a minimum value of
€1,270,000.

IV The way the system works

Institution

The borrowing institution submits its application the Cultural Institutions Unit of the
Department of Arts, Sport and Tourism.

Application procedures and contents
Required information/documents:

* Name and address of lender

« Date of transportation from lending institution

» Expected date of arrival at the borrowing instauti
» Exhibition title

» List of works with a precise description of eachmely the name of the work, the name
of the artist and dimensions of the work

* Value of the work in euro

« Exhibition opening date

» Exhibition closing date

» Date of transportation from Ireland

A "guarantee certificate” is signed by a senioiceff of the Department of Arts, Sport and
Tourism by order of the Minister for Arts, Sportdafiourism. The document is also signed by
a representative of the institution that appliedifdemnity.
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Evaluation mechanisms for works covered

In general, the value declared by the lender ispted.

Required security conditions

Seeing that all candidates are under the finamesponsibility of the Department of Arts,
Sport and Tourism and that the Department is aisoharge of insuring the buildings, no
special security measures need to be taken. Sgecnaitters are subject to the agreement of
the lender and borrower.

Deductible/Liability

The state indemnity scheme covers the entire amthere is not deductible or limit.

Maximum amount covered by the indemnity

The amount of compensation is determined by thadttinof Culture. The law stipulates that
the maximum cover at a given moment in time caexoeed 190 million euro. Nevertheless,
the Act (Article 44.3) states that it is possilevary this amount by order of the Minister for
Culture and with the consent of the Minister fondfice.

Cost of state indemnity

None.

V Compensation mechanisms in the event of loss, ther damage

Procedures followed in the event of damage

No specific provisions have been made.

Waiver of subrogation

There is no waiver of subrogation clause.

Coverage in the event of

- damage

The lender is indemnified up to an amount deemadamable and agreed upon by the lender
and the Ministry. Failing agreement, the disputeséstled by an arbitrator appointed by
common agreement between the lender and the Min@tryfailing that, by the acting
chairman of the Law Society of Ireland. Moreovére tlender also receives a sum that
corresponds to the depreciation of the object aéistoration.
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- loss
The lender's compensation is equal to the agrelee wh the work.

Recovery of a work of art following compensation

In the event that a work of art is recovered, ieisirned to the lender on the condition that he
will return the compensation received, less thereged cost of restoration and depreciation.

VI Competent court and applicable law

Only Irish law is applicable and the competent t@ithat of Dublin.

VII Experience and recommendations

Problems and limitations of the system

According to the National Museum, the minimum linaft€1,270,000 is much too high. In
addition, it would be desirable for the loans dfior@al museums to be covered too.

Statistics
Number of Number of Number of Minimum Maximum Overall
requests applications | applications sum insured |sum insured | amount
accepted rejected for an for an insured for the
exhibition exhibition year
2001 5 5 0 €4,571,000 €50,016,639 |€68,833,621
2002 3 3 0 €3,436,067 €4,571,000 €8,007,067
2003 4 4 0 €3,378,367 €80,252,546 | €161,595,146

No complaint of damage has ever been made.

Experience as a lender

The state indemnities of Germany, France and Edgiaere accepted, as was that of the
United States, which proved to be very complicafBide British state indemnity scheme
seems to be the most complete and the easiest.to us

Experience as a borrower

According to the National Gallery, 85% of the resfsefor state indemnity were accepted. If
the lender refuses state indemnity for any reasbatswever, it is requested to contact
Blackwall Green — the National gallery's insuranoenpany for many years. In the rare cases
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where the lender also refuses this second propthgalNational Gallery undertakes to pay the
lender's insurance costs.

Recommendations

A European indemnity scheme would be a good waadiitate the international exchange
of works, particularly with the new EU Member Staté would also be necessary to ensure
that the exhibition venues meet international sgcustandards and measures. In this
perspective, it would be useful to prepare a lighatential candidates meeting these criteria.
At the same time, guidelines could also be intreduin order to help the institutions which
do not as yet comply with the required criteria.
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ICELAND

This report has been endorsed by Thorgeir Olafddend of Division of Arts and Museums,
Ministry of Education, Science and Culture, andgdarhorsdottir, Head of Exhibitions at the
National Gallery of Iceland.

There is no state indemnity scheme in force iraiee!

| Organisation of museums

The three major national museums, situated in Reykj are the National Gallery, the
National Museum and the Museum of Natural Histevitich are subject to the authority of
the Ministry of Culture and Education and enjoycsatmy in the management of their
finances.

There are many municipal museums in Iceland, suchha Gerdarsafn (Kopavogur Art
Museum), the Hafnarborg (Hafnarfjordur Museum), théstasafn Reykjanesbaejar
(Reykjanesbaer Art Museum) and the Reykjavik Artsiwm, which has three exhibition
venues: the Hafnarhus, the Asmundarsafn and theddgstadir.

The new legislation on museums, instituted in 2082ablishes the National Gallery, the
National Museum and the Museum of Natural Hist@Yeaders in their respective fields.

A new body, the museums council, has just beenteneavhich has an advisory role and
manages government subsidies.

I Ongoing discussions

At the request of the museums, the Ministry of @dtand Education and the Ministry of
Finance discussed the possibility of establishitegesindemnity legislation that would be
similar to that of other Scandinavian countries.

In the opinion of the Ministry of Finance, the stdiudget is unable to support the impact that
the introduction of such a system would possiblyehan public funds. The Ministry of
Finance is discussing the possibility of providingseums with access to special aid in order
for them to be able to meet insurance costs.

However, the State did agree to cover the posfiskes for some exhibitions that were held
in Iceland. That is how the Picasso exhibition aigad by the Reykjavik Art Museum
(Kjarvalsstadir) in 1986 was able to present thekadelonging to Jacqueline Picasso, for
which, unusually, the Icelandic State assumed resipibity.

Icelandic museums bear the insurance costs wheibigxp works from their national
collections in exhibitions abroad. This was theecasth the exhibition titledConfronting
Nature, Icelandic Art of the 20th Centuhgld at the Corcoran Gallery of Art in Washington
in 2001 and at the Tretyakov Gallery in Moscow @92,
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[l Insurance costs

Insurance costs make up 5% to 15% of the budgedioibitions that are held at the National
Gallery; the works are insured with Kuhn & BulowRlackwall Green.

IV Experience

Experience as a lender

Of all the museums contacted, only the Reykjavik Museum has already accepted state
indemnity as a lender.

Experience as a borrower
In 1992, the National Gallery held an exhibitiotletl The Golden Agesyhich was insured
by the Finnish indemnity scheme.

The National Gallery has obtained a work by théalogic artist Jon Stefansson as a deposit
from the Royal British Collection; the work is nmveredin situ, which is precisely the case
with the museum's collections.

V Recommendations

A state indemnity system spanning all the countiieshe European Union or European
Economic Area would lead to a reduction in costs facilitate the circulation of art works.
Other methods could also be adopted to reduce iéighilzosts:

* more reasonable insurance values

e escorts could only be used when strictly necesaadynot systematically every time a
work is moved to another venue

* loan fees (administrative costs related to thedpahould not be generalised.
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ITALY

This report has been endorsed by Maria Grazia Benin
(General Department of the Ministry of Cultural @sand Activities)

There is a state indemnity scheme in force in Italy

COVERAGE

Works covered Incoming loans X
Outgoing loans X
National collections excluded 9

Scope Nail to nail X
Certain intervals excluded X

Risks excluded o

ELIGIBILITY CRITERIA

Beneficiaries All national museums _ X
Other museums financed with pulf X
funds
Private museums X

Minimum/maximum limit per project O

THE WAY THE SYSTEM WORKS

Self risk/Deductible o

Maximum amount X

Cost of indemnity 9

Waiver of subrogation 9)

| Introduction

Organisation of museums

Italy has 101 national museums, which are answeiabihe Ministry of Cultural Goods, and
approximately 900 diocesan, community or provingiakeums.

In the last two years, Florence's twelve nationas@ums have enjoyed financial autonomy
and have delegated the organisation of exhibitioragents.

Introduction of scheme

The first state indemnity scheme was in force betwE397 and 1999.
A new indemnity scheme is at present being prepared
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The information in this report is only indicativéinse a decree specifying the system's
implementation criteria and methods is expectduetssued.

Regulations

The new state indemnity scheme is covered in Adicd8 and 49 of the Official Gazette
supplement dated 24 February 2004 (see annex).

The Ministry of Cultural Goods is in the procesgpoéparing an implementing decree.

Il State indemnity coverage

Works covered

All goods, whether borrowed or lent, can be coveremvever, particular attention will be
paid to the works of private collectors: restongi have to issue a report on the condition of
these works just before they are removed. Depasgitsiot covered.

Scope

Works will be covered from nail to nail, with theogsibility that part of or the entire
transportation will be excluded if the risks ar@sidered to be too high.

Risks not covered

Acts of war and the risk of terrorism were excludiedhe previous indemnity scheme, but
will probably be included in the new regulations.

[l Eligibility criteria

Beneficiaries

All the national museums and private organisersiieet the security standards specified by
the Ministry of Cultural Goods, as well as privatganisers that mount exhibitions in venues
governed by the State, are eligible for state indgm

Selection criteria

Exhibitions should be scientific in nature and ddooring together works of high artistic
value.
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Minimum and maximum limits

No minimum or maximum limit will be set.

IV The way the system works

Institution

The loan committee of the Ministry of Cultural Geodill be responsible for administering
the Italian indemnity scheme.

Application procedures and contents

Applications should be submitted at least 6 motiiore the commencement of indemnity
coverage and should contain:

» atechnical and scientific plan

» adescription of the scientific and organising cottesi

» alist of the works and their insured values

» reports on the condition of the works

» the budget estimate

* areport from an insurance broker consulted, inctvithe economies achieved from state
indemnity coverage are mentioned

» adescription of the packing and transportatiothefworks
» a Facilities Report (security conditions relatedh®e exhibition of art works)

* and, depending on the nature of the works, thecsapof the relevant departments of the
Ministry of Cultural Goods

Evaluation mechanisms for works covered

The works are insured according to their agreedeslwhich are approved by the lender, the
borrower and the Ministry of Cultural Goods.

Required security conditions

The security conditions are determined by the Migief Cultural Goods.

Deductible

No deductible is expected to be set. The Italiasheimnity scheme will cover the works
entirely.



104 Country survey reports — Italy

Maximum amount covered by the indemnity

Italian indemnity will be able to cover a maximuiskrof 300 million euro at a given point in
time.

Cost of state indemnity

The indemnity will be provided free of charge tomb#gciaries.

State guarantee certificates

The Ministry of Cultural Goods will issue the guatee certificates.

V Compensation mechanisms in the event of loss, ther damage

Procedures followed in the event of damage

In the event of damage, the museum will have tahntte lender and Ministry of Cultural
Goods without delay. The Ministry will be resporsilior establishing the nature of the
damage and determining the compensation requireg$toration and depreciation.

Waiver of subrogation

The Ministry of Cultural Goods will be able to taketion against the organisers or third
parties, with the exception of employees of the iy of Cultural Goods and transport
companies, because this would conflict with thédtaCivil Code.

Compensation in the event of damage

In the event of damage, restoration and depreaiatists will be estimated by the Ministry of
Cultural Goods in consultation with the lender &odrower, the maximum cost being 50% of
the agreed value. If the parties are unable to dora@ agreement, an expert will be called in.

Compensation in the event of loss
In the event of total loss of a work, the compeinsaill correspond to the agreed value.

Recovery of a work of art following compensation

As a rule, in the event that a work is recoveradrahe lender has been compensated for total
loss, the latter will then retrieve its work andlwiave to return the compensation received,
less the estimated costs of restoration and dejiieci
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Institution responsible for compensation

The amount of 300 million euro is listed in the garsory expenditure of the Treasury
Ministry.

Beneficiary of compensation

Compensation will be paid to the borrower, whicli feirward it to the lender.

VI Competent jurisdiction in the event of a legal dspute

Italian law is applicable and the Italian courtfgye jurisdiction in such matters.

VII Experience and recommendations

Problems and limitations of the system

In the two years of its existence, from 1997 to 99fe Italian indemnity scheme was
employed for 10 exhibitions.

Statistics.
There was no indemnity scheme in force in ItalyMsetn 2001 and 2003.

Experience as a lender

Some Italian museums have contracts with insuraopganies and are thus obliged to make
use of this insurance when lending works abroadhése cases, they refuse foreign state
indemnities.

Experience as a borrower

Contracts with insurance companies enable borroweetsenefit for lower premiums. The
insurance company may occasionally sponsor soméigahs itself, in which case the
museum does not have to pay any premium.

Recommendations

A "European model of state indemnity" and recipipcagreements between countries
regarding the acceptance of state indemnities woaldesirable.

Recent developments

The state indemnity scheme in force between 1997 399 could be used for works
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borrowed from and loaned to other countries. The seheme will be able to be used for
incoming loans and possibly for exhibitions heldogtal by Italian institutions.
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LATVIA

This report has been endorsed by Anita JirgensStete Authority on Museums at the
Ministry of Culture.

There is no state indemnity scheme in force in laatv

| Organisation of museums

Latvia has 36 state museums and 94 municipal musdtissnot known how many private
museums there are.

Il Ongoing discussions

The Ministry of Culture began discussions with awito establishing a state indemnity
system that would be based on Article 19 of the éduss Act, which stipulates that
"museums should obtain state indemnity insuranceornder to organise international
exhibitions in Latvia". In the absence of an impétting decree, this act is a dead letter. For
this reason, the Ministry of Culture attempted1898, to develop the regulations required to
implement the act. After requesting informationnfré&weden, Finland, Norway, Poland and
the Czech Republic, the Ministry prepared a drafteo in 2000. This draft order was
submitted to the Cabinet — as required by Latvégislation — since it is up to the government
to ratify the order after having obtained the appt@f the various ministries. The Ministry of
Finance and the Ministry of Justice are opposetthitodraft order. The former remarked that
no allocation has been made in the budget for thaeses, nor were they specified in the
Finance Act. The latter emphasised that the legaisbon which this draft order was based
was inadequate. The Museums Act essentially spsaifeither the selection procedure to be
followed nor the possible beneficiaries of indemnib the opinion of the Ministry of Justice,
the Museums Act should, first of all, be changes.a&esult. The draft order was rejected.

[1l Insurance costs

Insurance costs amount to one thousandth of thee\afl the works. Cover is taken out with
commercial insurance companies only for internatioeahibitions, while permanent
exhibitions and museum collections are not insured.

When Latvian museums lend exhibitions or worksaoheother, a contact is entered into on
the value of the works, but no insurance polictaken out.

Museums have to cover their current expenses fhenstibsidies obtained from the State and
from their own receipts, but the latter amounteglatcted from the state subsidy.

The Cultural Capital Foundation was created by $&te five years ago, with an annual
endowment of 5 million lats. Museums could requisancial aid for projects such as
exhibitions, publications or the acquisition of newerks. Last year, the History Museum
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received 60,000 lats from this fund, which corregpoto 20% of its annual budget. Also, the
National Museum received 62,000 lats for a totaldai of 300,000 lats.

VI Existing security levels

For the time being, no museum in Latvia meets matonal standards. However, a great
effort is currently being made, particularly by thkiseum of Foreign Art. The foundations
for the international exchange of art works arestheing laid little by little.

V Examples of exhibitions cancelled owing to insurece premiums

The Museum of Foreign Art had to give up its planbbrrow a painting by Caspar David
Friedrich from Regensburg and the National Musewd to cancel an exhibition on the
French impressionists owing to the high insurameengums.

VI Experience

Experience as a lender

The national museums in Latvia have to obtain pgsion from the State before lending their
works. Permission is only given if there is proo&ttinsurance cover has been obtained. The
state indemnity certificate constitutes suffici@vidence of this. Experience was gained of
Finnish state indemnity in 1993 and of Irish indémrin 2004 for theNew Frontiers
exhibition held at the National Gallery in Dublin.

Experience as a borrower

According to the information provided by the museuthg usual way of bringing foreign
works or exhibitions to Latvia is to have the lenHear the insurance costs. The lender might
be a Ministry of Foreign Affairs, an embassy orravgie foundation. It is very rare for the
borrowing institution to pay the insurance feeglftsThe National Museum in Riga once
insured an exhibition from Estonia, as did the étigtMuseum of Latvia, which was the only
time the latter ever did insure an exhibition; Maseum of Foreign Art only once assumed
the insurance costs for an exhibition, which wasnfilRussia. The exchange of art works with
partners with limited financial means, for exampldgaria and Romania, nevertheless works
quite well.

VIl Recommendations

According to the museums, state indemnity wouldeffective in facilitating exchanges and
would significantly simplify the procedures invotvé the loaning of works of art.
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LIECHTENSTEIN

This report has been endorsed by Roswitha Meiemsnuseum Liechtenstein.

There is no state indemnity system in force in hteastein.

| Organisation of museums

In Liechtenstein, the two largest museums are &taded and are established as foundations
governed by public law: the Kunstmuseum Liechténstfformer Liechtensteinische
Staatliche Kunstsammlung) and the Liechtensteieischandesmuseum. All the other
museums are financed by the municipalities.

Il Insurance costs

Insurance costs are extremely high. Since theatalles belonging to the country's museums
are not extremely significant, the problem doesswimuch lie in insuring these objects but
rather in insuring works borrowed from abroad. N#weess, a state indemnity scheme
would not really enable museums to organise monéeéions, as insurance costs are just one
aspect among many requiring consideration in thébéion budget. The budget of museums
is much too limited for major exhibitions. Moreoydt is difficult to find patrons in
Liechtenstein.

[l Existing security levels

The two state museums were recently renovated; #ugiipment is consequently of a high
standard.

IV Examples of exhibitions cancelled owing to insuance premiums

No exhibition is known to have been cancelled gabelcause of the insurance premiums. As
mentioned in point Il, museum budgets are muchlitmited for major exhibitions to be
organised.

V Experience

Experience as a lender

No foreign state indemnity has been accepted ® liatause the occasion has never arisen.
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Experience as a borrower

In general, works borrowed from abroad are insurggbrivate insurance companies. Either
the lenders use their own insurance policies orecas taken out for the duration of the
exhibition.

VI Cases of damage

There have been no reported cases of an objed b&ilen or lost during an exhibition.
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LITHUANIA

This report has been endorsed by Rolandas Kviétkayudinder-Secretary of State of the
Ministry of Culture.

There is a state indemnity system in force in Lauhia.

COVERAGE

Works covered Incoming loans X
National collections excluded X

Scope Nail to nail O
Certain intervals excluded O

Risks excluded @)

ELIGIBILITY CRITERIA

Beneficiaries All national museums _ X
Other museums financed with pulj X
funds

Minimum/maximum limit per project | Minimum limit X
Maximum limit X

THE WAY THE SYSTEM WORKS

Self risk/Deductible X

Maximum amount X

Cost of indemnity 9

Waiver of subrogation Y

| Introduction

Organisation of museums

Lithuania has 3 museums which are administeredhleyState: the National Museum of
Lithuania, the Lithuanian Art Museum and the M.Kiuionis National Art Museum.
Moreover, there are 16 supraregional museums, &eums that are administered by local
communities, 2 cantonal and/or district museumswB&h are under the administration of
public institutions and 23 private museums.

Introduction of scheme

A state indemnity scheme was set up in 2003 follgvtire initiative taken by the Lithuanian
museums and thanks to the substantial supportg@dvby the Ministries of Finance and
Culture. This was brought about as a result ofitlceeasing frequency with which foreign
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lenders demanded state indemnity for valuable works

Regulations
Three legal texts focus on Lithuania's state indgnatheme:

» Article 2 of the Protection of Cultural Heritage tAprovides a legal basis for the
government's decision to award state indemnity.

» Aresolution by the government of the Republic @huania describes the procedure to be
followed.

» A decree, issued by the Minister of Culture of Bepublic of Lithuania, approving the
formation of a committee of experts responsiblestodying the requests for government
indemnity and the application forms submitted fos fpurpose.

Il State indemnity coverage

Works covered

Works of cultural value that are temporarily foundhe Republic of Lithuania.

Scope

Works of art are covered by the scheme from the eminof entry in the Republic of
Lithuania up until their departure (when they critescountry's border).

Risks not covered

No risk is excluded. The state indemnity schemesp@dgmages in the event of damage,
destruction or loss.

[ Eligibility criteria

Beneficiaries

National and public cultural institutions and akes belonging to the Republic of Lithuania
which are financed by state budget funds.

Selection criteria

No regulatory provision has been made which spexithe circumstances in which state
indemnity can be requested for an object or project

Minimum and maximum limits

State indemnity can only be awarded for exhibitinise total value is between 1 million
and 5 million Lithuanian litas (LTL).
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IV The way the system works

Institutions

The request for indemnity has to be addressedetdviinistry of Culture. The committee of
experts responsible for state indemnity applicatienappointed for a period of three years
and consists of seven to nine experts. It evaluaespplications submitted and presents its
findings.

Application procedures and contents

Application forms must be submitted at the lates80 September of the year preceding the
opening of the exhibition.

Applications must include:

» Alist of the objects with the precise informatifiund in the catalogue, the value of each
object and the total value of the exhibition.

« A draft agreement between the borrowing institutemd the lender, specifying the
conditions of transportation, exhibition, proteatioinsurance and compensation for
damages.

* A detailed description of the conditions of trangption, exhibition, security and the
conditions set by the lender for showing the works.

« A statement by the borrowing institution, specifyithat in the event of damage,
destruction or loss of a loan, the institution aidly up to 1% of the value of the object as
compensation out of its own funds.

The committee of experts presents its findings idiggrthe state indemnity applications to
the Minister of Culture by 1 November at the lat@$te Minister uses these findings to come
to a decision about each application and then imdothe applicant thereof within fifteen
working days.

The borrowing institution must submit to the comestta copy of the agreement signed with
the lender within one month of receiving notificatiof the decision.

Evaluation mechanisms for works covered

The value is usually determined by the lender. Btveowing institution verifies the declared
value only when it believes it to be too high.

Required security conditions

During the period of indemnity cover, the committek experts regularly examines the
objects of value, the exhibition's technical aspactd the fire prevention and security systems
in order to ensure that they comply with the agreetnsigned with the lenders. If these
conditions are not satisfied, the committee propdedhe Minister of Culture that the objects
should no longer be exhibited and the exhibitiased.
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Deductible/Liability

In the event of damage, destruction or loss ofaa,léthe borrowing institution is responsible
for paying the lender up to 1% of the value of digect out of its own funds.

Maximum amount covered by the indemnity

The indemnity scheme cannot cover more than 5anilliTL per year.

Cost of state indemnity

None.

V Compensation mechanisms in the event of loss, ther damage

Procedures followed in the event of damage

In the event of damage, destruction or loss, theob@r should make the necessary

arrangements to inform the Ministry of Culture ofetlmeasures taken. Moreover, the

borrowing institution must provide the committeghna list of the damaged, destroyed or lost

objects, specifying their total value so that tkeeet of the damage, destruction or loss can be
determined along with the losses incurred.

Waiver of subrogation

No regulatory provision has been made on this issue

Compensation in the event of

- damage

The damage is examined and the losses determingklypmmittee of experts together with
a representative of the lending institution. Thadkr's compensation is based on the
information contained in the committee's examinmatiertificate.

- loss

The case is examined and the losses determineldebgoimmittee of experts together with a
representative of the lending institution.

The lender's compensation is based on the infoomatontained in the committee's
examination certificate.

Recovery of works after compensation

No relevant regulatory provision has been made. fiteeedure described in the contract
entered into between the borrower and the lendappticable.
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VI Competent court and applicable law

Lithuanian law is applicable.

VII Experience and recommendations

Problems and limitations of the system

A limitation of the new Lithuanian system is thiatloes not cover the works from nail to nail
but only on Lithuanian territory.

The minimum limit of 1 million LTL is also relatiye high. Moreover, the deadline set for
applications is a problem for museums. Exhibitithret are to be held at the end of the year
must, as a result, be planned well in advance.

Statistics

According to the information provided by the Mimistonly one application has been made
since the scheme was set up. In the Ministry'siopjrthis insignificant number is due to the
lack of long-term planning on the part of museutrigere has been no case of damage or loss
in the last few years.

Experience as a lender

The Polish indemnity scheme has been a sourcdeststing experiences. The first time that
the state indemnity of a Western European countag wsed, was for the New Frontiers
exhibition held at the National Gallery in Dubliwhere some paintings lent by Lithuania
were covered by the Irish indemnity scheme.

Experience as a borrower

The Republic of Lithuania has had two experiences &orrower: when the Secret Central
Archives in Berlin lent a manuscript belonging tithuania's only king to a museum in
Vilnius for a major exhibition celebrating the cay's seven hundred and fiftieth
anniversary, and when the tiara of Pope Pius Xl lemisto Lithuania. The owners obtained a
special guarantee from the State that their loamddwoe returned to them within the foreseen
time limit. However, the loans were not insuredlhy state indemnity scheme.

Recommendations

The adoption of a European indemnity system woinldgrinciple, be an ideal solution, but
the Lithuanian authorities fear that the wide digfgs in the budgetary laws of different
countries will make this plan difficult to realise.
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LUXEMBOURG

This report has been endorsed by Guy Frank, Minigt€ulture.

There is no official state indemnity scheme in Luke®urg. However, in some rare cases,
"letters of indemnity" are provided for exhibition§particular importance.

| Organisation of museums

In Luxembourg, museums are funded by the states, the icase with the National Museum of
History and Art and the National Museum of Natusiggtory, or by the municipalities, as is
the case with the Museum of History in Luxembouity.C

Il Ongoing discussions

The Parliament only issues letters of indemnityvery special cases. According to the
Ministry of Finance, if the value of an exhibitioaquiring insurance were to exceed a certain
upper limit (which has not been set), a bill woblalve to be passed. However, to date, there
have been no discussions on the possible credtiategally regulated indemnity system.

Il Insurance costs

Insurance costs are extremely high owing to thatgralue of the works. It is impossible to
estimate the average cost. Some lenders prefesetdheir own insurance for the duration of
the exhibition.

IV Existing security levels

The National Museum of History and Art, the MusewiNatural History, the Casino
Luxembourg and the History Museum in LuxembourgyGitl comply with international
standards.

V Examples of exhibitions cancelled owing to insurece premiums

Some exhibitions have had to be cancelled duedessie insurance premiums.

VI Experience

Experience as a lender

Luxembourg has not had any experience with forstgte indemnity schemes.
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Experience as a borrower

The works entrusted by foreign lenders are insuréde same way as the works belonging to
Luxembourg's national museums. Some lenders ptefeise their own insurance for the
duration of the loan period.

VIl Cases of damage

None.
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MALTA

This report has been endorsed by Anthony Pace riatgelent of Cultural Heritage

According to the Superintendent of Cultural Hertad/lalta does have a state indemnity
system, but since no document specifies its metlaods procedures and given that it has
never be used, it was decided that for the purpo$dhis study, Malta will be included
among the countries without such a system for tbmemt.

| Introduction

Organisation of museums

In January 2003, two new organisations were estaddi in order to manage Malta's thirty
national museums and sites: the SuperintendenCealairal Heritage and Heritage Malta.

Introduction of scheme

In theory, a state indemnity scheme has been gefior Malta since the 1990s with the aim of
insuring Maltese works exhibited abroad.

Regulations

There is no law or regulation that stipulates ttetesindemnity implementation procedures
and methods applicable in Malta. The informatiomtamed in this report is therefore not
confirmed by any document.

Il State indemnity coverage

Works covered

Malta's indemnity scheme can only cover Maltestectibns exhibited in other countries.

Scope

Works are covered from nail to nail.

Risks not covered

No risk is excluded.
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[ Eligibility criteria

Beneficiaries

All the national museums are eligible for stateeimahity.

Selection criteria

Indemnity is intended for works belonging to Maétemllections exhibited abroad.

Minimum and maximum limits

No minimum or maximum limit has been set for theuirance value.

IV The way the system works

Institution

Heritage Malta is responsible for handling the agpions for state indemnity.

Application procedures and contents

Museums must send their applications to HeritagikaMa
An application should include:

» ascientific presentation of the project

» the exhibition dates and period of state indemcatyer

» alist of the works to be exhibited and their irslivalues

» adescription of the transportation of the works

» a Facilities Report (security conditions relatedh® exhibition of the works).

Evaluation mechanisms for works covered

A discussion is currently in progress in Malta ¢ tevaluation procedures pertaining to
works. For the time being, the works are insuretbating to the value agreed upon by the
lender and borrower.

Required security conditions

The security conditions are determined by Heritddpdta and specified according to the
nature of the works exhibited and the standardsragairements set by the Superintendent of
Cultural Heritage, who authorises the works' deparfrom Maltese territory (cf. Cultural
Heritage Act 2002, art. 41).
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Deductible

No deductible has been set. The scheme provideé% t00er, also including the first losses.

Maximum amount covered by the indemnity

The Ministry of Finance has set no maximum limittiee year or for a given point in time.

Cost of state indemnity

Indemnity is provided free of charge to all museums

State guarantee certificates

The guarantee certificate is a letter issued byMhestry of Finance, specifying the extent of
cover.

V Compensation mechanisms in the event of loss, ther damage

Procedures followed in the event of damage

In the event of damage, the museum must inform ldreler, Heritage Malta, the
Superintendence of Cultural Heritage and the Mipist Finance without delay.

Waiver of subrogation

In the event of damage, Heritage Malta can takeragtgainst the organiser or third parties
acting on its behalf.

Compensation in the event of

-damage

Should damage occur, the restoration and depreciatists are estimated by Heritage Malta
in consultation with the lender, the Superinten@eotcCultural Heritage and the Ministry of
Finance.

- loss
In the even of the total loss of a work, the congagion corresponds to the agreed value.

Recovery of a work of art following compensation

Should a work be found after the lender has beempensated for total loss, the latter regains
its work of art and is required to pay back the antaeceived as compensation, less the
estimated cost of restoration and depreciation.

Institution responsible for compensation

It is incumbent upon the Ministry of Finance to g compensation.
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Beneficiary of compensation

Compensation is paid directly to the lender.

VI Competent court and applicable law

Malta hasa priori jurisdiction in these matters.

VII Experience and recommendations

Problems and limitations of the system

Malta's state indemnity scheme has never been used.

Statistics

Maltese state indemnity has not been acceptedi¢o da

Experience as a lender

In 2004, Malta's Museum of Fine Arts accepted Is&hte indemnity for six works that were
loaned for theNew Frontiersexhibition held at the National Gallery in Dublin.

In order to promote their own collections, Maltesstitutions organise exhibitions in other
countries, for which they take out private insuenc

Two exhibitions have been planned for 2004onders from Prehistorin Amsterdam and
Monaci in Armiin Rome.

Experience as a borrower

Museums in Malta rarely borrow works because th@anise their exhibitions around their
own collections.

Private insurance cover was taken out for the itdmased from the Benaki Museum in
Greece, the Department of Antiquities in Cyprug Mational Museum of Oriental Art in
Italy and the Superintendence of Archaeological €30 Italy for the exhibition titled.ost
Arts of the Ancient Goldsmiths. Jewellery Manufantyin the Ancient Mediterranean World
VII-I Century BC which was held at Malta's National Museum of Axeblogy in 2002.

Recommendations

State indemnity is a definite way of saving on masice costs. The professionals contacted
proposed the creation of a European indemnity sehamd a network grouping together the
countries which offer state indemnity or those Wwhltave accepted foreign indemnity as
lenders, so that every European country will be édlbenefit from the experience of others.
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NORWAY

This report has been endorsed by Barbara de Haasultant at ABM-Utvikling, and Mette
Michelsen, consultant for the Ministry of Foreigiffairs.

In Norway there are two state indemnity schemes:isifior incoming loans and is run by the
Ministry of Culture and Church Affairs; the otherfor outgoing loans and comes under the
Ministry of Foreign Affairs.

Organisation of museums

Norway has about 800 museums. The Ministry of Qalta currently working towards a new
regulation which will join the little museums toefh larger counterparts in their respective
subject areas, so as to end up with a hundred onme professional and more profitable
institutions.

A. MINISTRY OF CULTURE INDEMNITY SCHEME (INCOMING L  OANS)

COVERAGE
Works covered Incoming loans X
National collections excluded O
Scope Nail to nail O
Certain intervals excluded X
Risks excluded Acts of war and nuclear threats X
ELIGIBILITY CRITERIA
All national museums X

Beneficiaries

Other museums financed with pulf X
funds
Private museums X
Minimum/maximum limit per project | Minimum limit X
Maximum limit X
THE WAY THE SYSTEM WORKS
Self risk/Deductible X
Maximum amount X
Cost of indemnity O
0]

Waiver of subrogation
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| Introduction

Introduction of scheme

The Ministry of Culture's indemnity scheme has bigeexistence since 1985 and was set up
at the demand of museums in order to reduce insareosts.

Regulations

There is no law governing the system, only a re@na

Il State indemnity coverage

Works covered
State indemnity can only be awarded for works heea from other countries in order to be
shown in temporary exhibitions; it cannot be grdrfte long-term loans.

Scope

The text does not make reference to "nail-to-nedVerage and stipulates that works are
covered by state indemnity for damage and lossndutieir exhibition and storage; the
indemnity can, however, be extended to cover pfaot the entire transportation on demand,
which is generally the case.

Risks not covered

The regulation does not cover all the risks anpusdies that the damage caused by acts of
war is not covered. The risk of terrorism is codere

[ Eligibility criteria

Beneficiaries

All Norwegian museums and exhibition organisersedigible.

Selection criteria

The works must belong to foreign lenders and mesbbartistic, cultural, historical and
scientific value.

Minimum and maximum limits

To be eligible, the works must have a minimum valtislOK 5 million.
No maximum limit has been set per project. Howethex,Ministry of Culture can only issue
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a royal decree for a value up to NOK 10 millionygmment approval is required for larger
amounts.

IV The way the system works

Institution

A public institution established in Oslo in Janu2603 under the authority of the Ministry of
Culture handles the state indemnity applicationBMAUtvikling, the Norwegian Archive,
Library and Museum Authority. Within ABM-Utviklinghere is a government committee,
elected every four years, which is in charge dfestademnity security and is responsible for
approving the loan agreements and the securityittonsl at the exhibition venue.

Application procedures and contents

Applications must be sent to ABM-Utvikling at theatést five months before the
commencement of the period of cover.

Applications must include:

* apresentation of the project

» alist of the works to be exhibited and their irglivalues

» aduly completed questionnaire on the security itimmd

» adescription of the transportation and exhibitdmhe works

» acopy of the loan agreements

» acopy of the report on the condition of the wd(dqstional)

Evaluation mechanisms for works covered

The insured value of the works is estimated inlémeler's currency by common agreement
between the lender and borrower and must corresgotiek art market value. The regulation
makes no provision for currency devaluation.

Required security conditions

In order for state indemnity to be granted, thaiggcconditions of the exhibition venue must
first be approved by the aforementioned governroentmittee.

Deductible/Borrower's liability

Reference is made to liability on the part of tteerbwer rather than to a deductible. The
museum has to pay damages out of its own funds ap mmount set each year in the state
budget. For the last three years, the amount has KOK 200,000.

Maximum amount covered by the indemnity

The maximum value of the insured works is NOK 75ion per year.
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Cost of state indemnity

State indemnity is provided free of charge.

Guarantee certificates

The certificate is issued in Norwegian. A copy haen attached.

V Compensation mechanisms in the event of loss, ther damage

Procedures followed in the event of damage

In the event of damage, the lender and ABM-Utviglimust be notified immediately. The
damage report must be sent to ABM-Utvikling witihiwvo months of the occurrence.

Waiver of subrogation

The Ministry of Culture is entitled to take actiagainst the organiser for damage resulting
from a wrongful act committed deliberately or ingtigence by the organiser or a third party
acting on its behalf.

Compensation in the event of

- damage

In the event of damage, the compensation cannagruently circumstances exceed the value
agreed upon by the lender and borrower. The indgnmoivers the cost of restoration. The
lender must approve the planned restoration wonlriting and must undertake to carry it
out. A sum — determined after the work has beetomred — may be paid to compensate for its
depreciation. The regulation makes no provisiorttierdepreciation of a set of works.

- loss
In the event of the total loss of a work, the congadion corresponds to the agreed value.

Recovery of a work of art following compensation

The regulation stipulates that if a work is fourfteathe lender has been compensated for
total loss, the latter regains its work and is fegfito pay back the amount received as
compensation, less the estimated cost of restoratid depreciation.

Beneficiary of compensation

The lender receives the compensation.

Institution responsible for compensation

ABM-Utvikling bears the cost of damage.
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VI Competent court and applicable law

The courts of Norway have jurisdiction over anypdies that may arise and the applicable
law is that of Norway.

VII Experience and recommendations

Problems and limitations of the system

Acts of war are excluded while terrorist acts areered.

Statistics
Number of Number of Number of | Minimum sum | Maximum sum | Overall amount
requests applications | application | insured for an insured for an insured for the
accepted s rejected | exhibition exhibition year
2001 7 6 1 NOK 144 m NOK 728 m NOK 1,556 n
2002 4 3 1 NOK 189 m NOK 64.5 m NOK 841.5 n
2003 3 3 0 NOK 12 m NOK 685.5 m NOK 737.5n

Experience as a lender

The museum professionals contacted are favourabbtlined towards foreign state
indemnities and are acquainted with the Englisen€l, American and Swedish schemes.

Experience as a borrower

The Norwegian indemnity scheme is generally acckptelenders, who do however require
that acts of war are also covered. According topttodessionals, this should therefore also be
included in the state indemnity scheme.

Recommendations

The texts of other countries' state indemnity screesheuld be more precise.
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B. MINISTRY OF FOREIGN AFFAIRS INDEMNITY SCHEME (OUTGOING
LOANS)

COVERAGE
Works covered Outgoing loans X
Deposits X
National collections excluded O
Scope Nail to nail X
Risks excluded Acts of war and nuclear threats X
ELIGIBILITY CRITERIA
Beneficiaries All national museums _ _ X
Other museumsrfanced with publi{ X
funds
Private museums X
Minimum/maximum limit per project | Minimum limit X
THE WAY THE SYSTEM WORKS
Self risk/Deductible X
Maximum amount X
Cost of indemnity 9
Waiver of subrogation 9

| Introduction

Introduction of scheme

The state indemnity granted by the Ministry of kgneAffairs was set up in the 1980s with
the aim of promoting Norwegian art in other coussri

Regulations

The guidelines for the government indemnity schéonéNorwegian exhibitions abroad (see
annex) determine the procedures involved in thesesy.

Il State indemnity coverage

Works covered

The state indemnity scheme covers Norwegian wdr&s/a in temporary exhibitions abroad.
Deposits are not covered in the regulations cugrémforce.
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Scope

Works are covered from nail to nail.

Risks not covered

Loss and damage resulting from hostilities betwiedapendent countries are excluded.

[l Eligibility criteria

Beneficiaries

All Norwegian museums or institutions that lend weotk other countries are eligible for
indemnity cover. Indemnity can also be granted fdiilstions in which the museum that is
the principal lender coordinates the borrowing ofkg from private collections.

Selection criteria

The indemnity scheme helps to promote Norwegiaralarbad; it is available to Norwegian
institutions that loan works of high artistic value

Minimum and maximum limits

To be eligible, the works must have a minimum vatdieNOK 3 million. However, the
Ministry of Foreign Affairs can, in certain casgsant indemnity for works of a lower value,
for specific projects.

No maximum limit has been set per project, buttthal value of the exhibition cannot exceed
the maximum annual amount.

IV The way the system works

Procedures

The institution requiring state indemnity must gpfa the Ministry of Foreign Affairs before
15 May of the year preceding the exhibition. In soparticular cases, applications may be
accepted at deadlines that are closer to the eiinildate.

Only one museum submits an application for a groupvarks on loan by Norway for a
specific occasion, even if the loans belong toctbiections of many different museums.

Application procedures and contents
An application must include:

» a list of the works to be exhibited and their fimadured values at the latest two months
before the commencement of the period of cover

* aduly completed questionnaire on the security itimmd
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» information on the existence or absence of an imiigmscheme in the country hosting the
exhibition and, if such a scheme exists, a copthefrelevant text

* acopy of the loan agreement.

Evaluation mechanisms for works covered

The works are insured according to their agreedeval

Required security conditions

The lender must verify the security conditionshat éxhibition venue.

Liability shared by lender and borrower

Reference is made to liability, which in this peutar scheme is shared by the lender and
borrower.

The lender covers the risks associated with tramsfian and storage at an amount
corresponding to 1%. of the value of the works apdauNOK 100,000.

The borrower covers the risks related to the exbibiat an amount corresponding to 1%. of
the value of the works and up to NOK 100,000.

Maximum amount covered

The Ministry of Foreign Affairs is able to covem@aximum amount of NOK 4.5 billion for
2004. The amount varies each year and is votedabjament upon recommendation by the
MFA and listed in the Budget.

Cost of state indemnity

Indemnity is provided free of charge.

V Compensation mechanisms in the event of loss, ther damage

Waiver of subrogation by the State

The Ministry of Foreign Affairs can take action awd the organiser for damage resulting
from a wrongful act committed deliberately or ingtigence by the organiser or a third party
acting on its behalf. The amount received as cosgt@én may consequently be reduced.

Procedures to be followed in the event of damage

The borrower must immediately notify the lenderowhust then relay the information to the
Ministry of Foreign Affairs. It is incumbent upohd lender to declare any damage within
three months of the return of the work.
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Compensation in the event of

- damage

The compensation cannot under any circumstancesedxthe value agreed upon by the
lender and borrower and may be reduced in the efen appeal.

The lender chooses the restorer and decides wétatagon work is to be performed.

In the event of damage, the scheme covers theotosstoration and depreciation.

- loss

In the event of the total loss of a work, the congadion corresponds to the agreed value.

Recovery of a work of art following compensation

Should a work be found after the lender has beenpeosated for total loss, the latter
retrieves its work and is required to pay backaheunt received as compensation, less the
estimated cost of restoration and depreciation.

Beneficiary of compensation

In the event of damage or loss, the compensatipaid to the lender, but may be reduced if
the latter is held liable.

VI Competent court and applicable law

The regulations do not specify which court hasspligtion, but in the event of a dispute
Norwegian law is applicable.

VII Experience and recommendations

Problems and limitations of the system

In the opinion of the museum professionals conthdtee lender should not be held liable for
anything.

The distinction between "terrorist acts" and "Hiss between independent countries”
should be clarified.

Statistics
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Number of Number of Number of | Minimum sum | Maximum sum | Overall
requests applications | applications | insured for an |insured for an | amount
accepted rejected exhibition exhibition insured for the
2001 3 3 0 NOK 2,200,000 NOK yNe(‘)aPr(
454,000,000 463,755,000
2002 3 3 0 NOK NOK NOK
108,330,000 373,355,000 596,054,000
2003 2 2 0 NOK NOK NOK
213,000,000 3,182,702,000 | 3,395,702,000

Experience as a lender

In order to avoid financial losses, the museum joling the loan requires that the borrower
take out an insurance policy to cover the valuewibich the museum is liable (1%o of the
value and up to NOK 100,000, for transportation stodage).

Experience as a borrower

The scheme presents specific financial benefitbdorowers.

Recommendations

According to museum professionals, it should bemsiered whether the lender should be
liable for anything.
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NETHERLANDS

This report has been endorsed by Astrid Weij, Aolvin International Affairs at the Cultural
Heritage Directorate of the Ministry of Educati@ylture and Science.

There is a state indemnity scheme in force in tethrlands.

COVERAGE

Works covered Incoming loans X
National collections excluded X

Scope Nail to nail X

Risks excluded Acts of war and nuclear threats X

ELIGIBILITY CRITERIA

Beneficiaries All national museums _ X
Other museums financed with pulf X
funds

Minimum/maximum limit per project | Maximum limit X

THE WAY THE SYSTEM WORKS

Self risk/Deductible X

Maximum amount X

Cost of indemnity 9

Waiver of subrogation O

| Introduction

Organisation of museums

In the Netherlands, there are 26 national musebatsare under the authority of the Ministry
of Education, Culture and Science and 10 nationadeums that are answerable to other
Ministries.

The buildings and collections of the national mussubelong to the State, while each
museum's management is assigned to a foundation.

There are also provincial and municipal museumsghvbenefit from public funding.

Introduction of scheme

State indemnity was created in the Netherland9891at the demand of museums in order to
reduce insurance costs. Up until 1990 the systewered all losses. In 1990, a first loss
insurance scheme — based on a percentage of ine afathe works — was set up for tian
Goghexhibition.
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Regulations

There is no act or decree regarding state indemhiiy only a regulation in Dutch by the

Ministry of Education, Culture and Science (Dutchomym: OCW), which has been attached
to this document. The Ministry decided that it wast worth translating the existing

documents since the system is in the process nfhgidated.

Il State indemnity coverage

Works covered

All works can be covered with the exception of workelonging to Dutch national
collections. Works belonging to private collectoes be covered.

For the time being, deposits are not covered.

Scope

Works are covered from nail to nail.

Risks not covered

The Dutch indemnity scheme does not cover nuclegdeants.

The risk of terrorism is not explicitly excluded fhe present regulation, but may be in the
future regulation.

[ Eligibility criteria

Beneficiaries

National museums and museums which are mostly dedmvith public funds are eligible for
state indemnity cover. Private museums are excluded

Selection criteria

The Netherlands Institute for Cultural Heritage, @manisation which is subject to the
authority of the Ministry of Education, Culture a8dience, gives its opinion on the scientific
content of the exhibition after taking into consatén the following criteria:

« the innovative vision of the artist or period

» the quality with which the works are shown anddkhibition promoted

» the exhibition of works which have never beforerbgkown in the Netherlands.

Minimum and maximum limits

There is no minimum limit per project. The maximdimit set per project is 227 million
euro.
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IV The way the system works

Institutions

Three institutions take part in the decision-makimgcess for granting state indemnity: the
Ministry of Education, Culture and Science, the hidefands Institute for Cultural Heritage
and the Ministry of Finance.

Application procedures and contents

The borrowing institution must apply to the Minisof Education, Culture and Science at the
latest three months before the period for whictemdity cover is required. If the application

is valid, it is sent to the Netherlands Institute €ultural Heritage, which gives its opinion on

the scientific quality of the project and verifitise security and surrounding conditions
pertaining to the exhibition of the works. Once Metherlands Institute for Cultural Heritage

has given its approval, the Ministry of Culture intikeen send the application to the Ministry
of Finance, which verifies that the state indemniil substantially reduce insurance costs
and determines the amount of indemnity to be gdante

The final approval is given by the Secretary oft&tar Culture.
An application must include:

» ascientific presentation of the project

» the exhibition dates and period of state indemcityer

» alist of the works to be exhibited and their irglivalues
e abudget estimate

* areport from an insurance broker consulted, inctvithe economies achieved from state
indemnity coverage are mentioned

» adescription of the transportation of the works

» a Facilities Report (security conditions relatedhe exhibition of the art works) and the
questionnaire of the Netherlands Institute for @k Heritage on the security conditions.

Evaluation mechanisms for works covered

The works are insured according to their agreedeval

Required security conditions

The security and surrounding conditions pertainothe exhibition of the works are verified
and approved by the Netherlands Institute for CaltHeritage.

Liability/Deductible
The Dutch system has the following characteristics:

* Museums are liable for the payment of first losses$ of their own funds up to a
maximum limit of 45,000 euro per exhibition.



135 Country survey reports — Netherlands

* In theory, a museum has to pay damages up to the vhthe exhibition's profits before
it can have access to state indemnity. In praciide,unlikely that this provision will be
applied in the event of damage, because an exdldibes not, as a rule, make profits.

* A deductible has been set. The compensation awardetle event of damage is a
percentage of the insured value of the works. Pleiscentage becomes smaller as the
value of the works increases, as shown in the fa¢llew. The insurance broker calculates
the premium rates based on the percentages graptéte state indemnity scheme. This
system enables the insurance rates to be reducksbyo 20%.

Insured value of works Compensation
0 - 250 million euro 5% of the insured value
250 - 500 million euro 5% of the first 250 millionr®
3% of the remainder (250 million euro)
500 - 750 million euro 5% of the first 250 millionr®

3% of the second 250 million euro
2% of the remainder (500 million euro)

750 million euro and above 5% of the first 250 roillieuro

3% of the second 250 million euro

2% of the third 250 million euro

1% of the remainder (750 million euro)

Maximum amount covered by the indemnity

The maximum amount covered per year is 227 mikioro.

Cost of state indemnity

State indemnity is granted free of charge.

State guarantee certificates

The Ministry of Education, Culture and Science éssthe guarantee certificates, an example
of which has been attached.

V Compensation mechanisms in the event of loss, ther damage

Procedures followed in the event of damage

In the event of damage, the museum must notifyl@éhder and Ministry of Culture without
delay.

Waiver of subrogation

There is no waiver of subrogation against the degma or any person contributing to the
exhibition, carriers or packers.
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Compensation in the event of

- damage

In the event of partial damage, the Ministry of iQré and the museum choose an expert, who
estimates the cost of restoration and the deprexiaf the work.

In the event of significant damage that calls igte@stion the selfsame existence of the work,
the Ministry of Culture pays the entire compensatiorresponding to its agreed value and
becomes the owner of the work. Should the lendshw retain its ownership of the work in
question, then the amount of compensation is neigaoki

- loss

In the event of the total loss of a work, the congagion paid corresponds to the agreed
value. If the damaged work belongs to a series setaof works, the state indemnity will
cover the depreciation of the series or set.

Recovery of a work of art following compensation

Should a work be found after the lender has beanpeosated for total loss, the latter
retrieves its work and is required to pay backah®unt received as compensation, less the
estimated cost of restoration and depreciation. [€hder must retrieve its work within three
months.

Institution responsible for compensation

In the event of damage, the cost of compensatidirbeiassumed by the Ministry of Culture.
If the amount is significant, the Ministry of Fir@mmay also contribute.

Beneficiary of compensation

The beneficiary of the compensation is the borrgwirstitution, which then pays the amount
to the lender.

VI Competent court and applicable law
Dutch law is applicable and the competent couthias of Amsterdam or Rotterdam.

VII Experience and recommendations

Problems and limitations of the system

The compensation granted is not sufficient to babgut a significant reduction in insurance
premiums. The maximum percentage is 5% while, abegrto museum professionals, it
should reach 10% in order to result in 30% savingssurance costs.

Statistics

Since 1990, state indemnity has been requeste@bfprojects. Of these 39 projects, 27 were
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granted indemnity cover.

Number of Number of | Number of | Minimum sum Maximum sum Overall amount
requests applications | applications | insured for an insured for an insured for the
accepted rejected exhibition exhibition year
2001 2 2 0 NLG 5,000,000 NLG 25,000,000 NLG 30,000,00
2002 6 6 0 €4,500,000 €45,378,000 €77,760,000
2003 3 3 0 €2,000,000 €21,000,000 €28,000,000

Experience as a lender

The museum professionals contacted accept fordage sdemnities willingly. However,
they sometimes find it difficult to understand #»dent and scope of cover of these schemes.
As regards collaboration with Eastern European t@s) state indemnity is preferred to
commercial insurance.

Experience as a borrower

A large number of lenders still prefer to use thmivn insurance and do not accept state
indemnity, which, of course, has repercussionsherbudget.

Recommendations

The desire expressed by the museum professionalswibre contacted is that the Dutch
system will become more like the British system0OOcoverage) and that harmonisation will
be achieved at the European level in order to ptertie circulation of art works.

Recent developments

The deadlines and implementation procedures haently become more flexible so that the
system will be used more frequently and by more eunoss, thereby leading to the
organisations of more international exhibitions.

Deposits will probably be covered in the new retiates, which should come into force in the
second half of 2004.
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POLAND

Despite many attempts to contact the Ministry ot@®e, we were not able to have this report
endorsed.

There is a state indemnity scheme in force in Rblan

COVERAGE

Works covered Incoming loans X
National collections excluded X

Scope Nail to nail Y
Certain intervals excluded Y

Risks excluded Y

ELIGIBILITY CRITERIA

Beneficiaries All national museums _ X
Other museums financed with pulj X
funds

Minimum/maximum limit per project | Minimum limit X

THE WAY THE SYSTEM WORKS

Self risk/Deductible 9

Maximum amount o

Cost of indemnity o

Waiver of subrogation Y

| Introduction

Organisation of museums

In Poland, museums are financed on a nationalpmagjand municipal level.

Introduction of scheme

State indemnity goes back a long way in Poland.oiethe indemnity scheme's recent
institution, the government departments issueckretguaranteeing that the State would
assume liability for works of art while they wene Bolish territory.

Regulations
Act No. 75/484 and Decree No. 348/2003 define tloegxiure to be followed when applying
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for state indemnity.

Il State indemnity coverage

Works covered

The state indemnity scheme can cover any workstdiiat are not part of national collections
and which are lent for exhibitions held by Poligtional museums.

Scope

There is no specific regulatory provision.

Risks not covered

There is no specific regulatory provision.

[l Eligibility criteria

Beneficiaries

All national museums and museums financed with ipubinds are eligible for state
indemnity.

Selection criteria

In general, any exhibition can be covered by tateshdemnity scheme.

Minimum limit

The exhibition's value must be greater te&60,000.

IV The way the system works

Institutions

The Ministry of Culture is responsible for makingcikions regarding state indemnity. The
Ministry of Finance takes subsequent action.

Application procedures and contents
The application must be accompanied by:

» general information on the exhibition organisers
» information regarding the exhibition venue and dpgrand closing dates
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» adescription of the purpose of the exhibition
* an estimate of the value of the pieces exhibited

» adetailed description of the security measurescanditions applied for the works during
transportation and actual exhibition

« areport from the Centre for the Protection of RuBbllections regarding these measures
and conditions

* adraft loan agreement on the works to be shoviherexhibition.

Evaluation mechanisms for works covered

The value must be agreed upon by the lender andwer.

Required security conditions

There is no specific regulatory provision.

Deductible/Liability

No deductible has been set.

Maximum amount covered by the indemnity

There is no limit.

Cost of state indemnity

None.

V Compensation mechanisms in the event of loss, ther damage

Procedures followed in the event of damage

There is no specific regulatory provision.

Waiver of subrogation

There is no specific regulatory provision.

Compensation in the event of

- damage

The law guarantees "the payment of compensatidharevent of damage”. Since there has
been no case of damage pertaining to works cougydte state indemnity scheme, national
museums have not had to deal with claims for congiemsfor damaged works.

- loss
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The law guarantees "the payment of compensatidineirevent of loss". Since there has been
no case of loss pertaining to works covered bysth&e indemnity scheme, national museums
have not had to deal with claims for compensatandst works.

Recovery of works after compensation

There is no specific regulatory provision.

Beneficiary of compensation

The compensation is paid directly to the lender.

VI Competent court and applicable law

Polish law is applicable and the competent couttias of Warsaw.

VII Experience and recommendations

Problems and limitations of the system

Works are not covered from nail to nail.

According to the information provided by the Natibi@allery in Warsaw and the Sztuki
Museum in Lodz, the Polish system is not reallyfuls®® museums because of the lengthy
procedures involved (one to two years).

Statistics

There are no statistics available.

Experience as a lender

Owing to the problems of the Polish indemnity scagsee above), museums have to search
for other means of covering their insurance cddte of their options is to find insurance
companies that are willing to act as sponsors.
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PORTUGAL

This report has been endorsed by Anabela Carvdihwseums Department Director,
Portuguese Institute of Museums.

There is no state indemnity scheme in force inuyait

| Organisation of museums

The Portuguese Institute of Museums (IPM), a badthe Ministry of Culture, federates 29
museums and determines national museum policg; alSo responsible for establishing the
rules governing the operation and management cidials.

I Ongoing discussions

For the moment, there are no plans to set up a istEdémnity scheme in Portugal. A study is,
however, being conducted with the aim of develomngew regulation concerning museum
policy and the circulation of art works. Temporagyhibitions and state indemnity are
covered in the study in question.

The IPM recently published a book on the circulatid art works for Portuguese museums,
in which it included a paragraph on state indemsityemes.

[1l Insurance costs

In the case of works belonging to Portugal's nati@ollections, the State is its own insurer.
Works are only covered during transportation whenoan between national museums. In all
other cases, museums turn to specialist insurammpanies. In the exhibitions organised by
Portuguese museums, the works on show are maanty fneir own collections and very few

are borrowed, the reasons for this being finar(paitticularly high insurance costs).

The Belem Cultural Centre in particular had to giyeits plans to borrow works from Russia
for theMalevitch and the Cinemexhibition due to high insurance premiums.

Since 11 September 2001, Portuguese museums have faeed with higher insurance
premiums, owing to the coverage of the risk ofadrsm, among other reasons. Moreover, the
imposition by insurance companies of increasingltnictive conditions for the transportation
and exhibition of works, in order to cover the g3¥f terrorism, vandalism and depreciation,
has made the organisation of exhibitions in Afresad South America, particularly Brazil,
more and more complicated.

IV Museum security levels

The security levels maintained by most Portuguessemms are now good enough for
international exhibitions to be hosted, and thedfumeleased for this purpose are more
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substantial than before.

V Experience of state indemnity schemes as a lender

State indemnity is still not very well known in Ragal. Nevertheless, Portuguese museums
willingly accept foreign state indemnity when lemgliworks to other countries and are
acquainted with the American, English and Germaeinnity schemes.

The National Museum of Ancient Art accepted Amaridademnity for the works loaned for
the Vermeer exhibition held at the Metropolitan Mus of Art in 2001 and English
indemnity for the Raphael exhibition held at thdidblaal Gallery of Art in 2004.

VI Experience of state indemnity schemes as a bomneer

The Rebecca Horn exhibition to be held in 2005hat Belem Cultural Centre, organised
together with the United Kingdom and Germany, Wil able to take place thanks to the
British and German state indemnities, while theeBelCultural Centre only needs to pay the
insurance costs related to the exhibition venudshon (the transportation of the loans from
and back to Germany and the United Kingdom will dmvered by the two countries'
respective indemnity schemes).

VIl Recommendations

The economies achieved in insurance costs by tableshment of a state indemnity scheme
in Portugal would enable the country's museumsnterethe arena of major international
exhibitions, an arena from which they are verym#&cluded at present.
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SLOVAKIA

This report has been endorsed by Jana Kovacikoirast of Culture.

There is no indemnity scheme in force in Slovakia.

| Organisation of museums

In Slovakia, a museum or gallery can be:

» established by state administration according &ziio rules,

» established or founded by a superior regional lzatprding to specific rules,

» established or founded by a municipality accordmgpecific rules,
» established or founded by other legal entities ating to specific rules.

There are national, regional and local museums.

Il Ongoing discussions

There are no discussions in progress in Parliamegarding the institution of an indemnity
scheme.

[1l Insurance costs

Insurance costs vary between 7%. and 3% of the gghilalue.

In the case of loans from state museums to regiongeums (or vice versa), or between state
museums, no insurance is taken out due to a laftkndk.

IV Existing security levels

No museum in Bratislava or elsewhere in Slovakiatsaternational security standards.

V Examples of exhibitions cancelled owing to insurece premiums

High insurance costs make it impossible for museumsSlovakia to organise major
international exhibitions.

The exhibition titledTheCentre of Europe Around 1000 A.[.joint German, Polish, Czech,
Hungarian and Slovakian project which was inaugutah 2000 and presented in Germany,
Poland and Hungary, could not be held in Slovakienethough the country was one of the
organisers and a principal lender. Slovakia waffact, unable to bear the insurance costs
for the exhibition.
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VI Experience

Experience as a lender

None.

Experience as a borrower

The exhibitions are either insured by the lendenairat all. Another way of obtaining funds
for insurance is through grants. Grants can beirddafrom the Ministry of Culture (for
exhibitions of particular importance), from spors@but these are very difficult to find), or
even from lottery funds, whose allocation is deteediby the Ministry of Culture.

VII Cases of damage

There has been no case of damage in the last fess.ye

VIl Recommendations

State indemnity is not unknown in Slovakia. Prauisis made in the national budget, but it is
not accessible to the cultural sector or for ttgaaisation of international exhibitions.
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CZECH REPUBLIC

This report has been endorsed by Dagmar Sefcikohié&f Officer of the Department of
Movable Cultural Heritage, Museums and GalleriethefMinistry of Culture.

The Czech Republic does have a state indemnityrsghleut the implementing decrees have
not yet been issued.

COVERAGE
Works covered Incoming loans X
National collections excluded X
Scope Nail to nail Y
Certain intervals excluded Y
Risks excluded Y
ELIGIBILITY CRITERIA
Selected national museums X

Other museums financed with pulf X
funds
Minimum/maximum limit per project O
THE WAY THE SYSTEM WORKS
Self risk/Deductible Y
Maximum amount O
Cost of indemnity O
Y

Waiver of subrogation

| Introduction

Organisation of museums

In the Czech Republic there are national, regiandl private museums.

Introduction of scheme

The need to set up an indemnity scheme for incomimtjoutgoing loans for exhibitions held
at national museums and galleries has been distuglein the Ministry of Culture and
between it and the Ministry of Finance since 1995.

Regulations

Section 73 of Act No. 218/2000 on the budgetargsuf the Czech Republic stipulates that,
if the case arises, state indemnity is granted egma of a decree.
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Il State indemnity coverage

Coverage is determined on a case by case bagis itetree issued each time, as mentioned
above.

[ Eligibility criteria

Beneficiaries

According to paragraph 74 of Act No. 218 of 2000damnity is granted to national
museums.

IV The way the system works

This must still be defined by a ministerial decree.

V Compensation mechanisms in the event of loss, ther damage

They must still be defined by a ministerial decree.

VI Competent court and applicable law

Czech law is applicable.

VII Experience and recommendations

Problems and limitations of the system

Given that indemnity is granted on a case by caséstby means of a special decree issued
for every project, the procedures are relativehgtay for the time being.

A new regulation is being prepared in order tolfiate the procedures involved in granting
state indemnity.

Experience as a lender

According to the museum professionals contacteid, sSometimes difficult to accept foreign
state indemnities because borrowers often failetodsthe text of the country's equivalent
legislation, the conditions under which the workfl ne exhibited and the Facilities Report.
Moreover, where touring exhibitions are concernidy terms pertaining to insuring the
transportation of works are not always clear.

Recommendations

A European compensation system would be a goodi@olfor touring exhibitions organised
by many countries or shown in many countries.
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ROMANIA

This report was submitted to Simona Tanasescu,stinof Culture and Religious Affairs.

In Romania, there is no indemnity scheme in fotqaresent.

However, Article 4 of Act No. 44 of 30 January 20pfbvides the legal basis for state
indemnity to be granted. According to Article 6 ihfis act, an implementing decree is
required. This decree has not been issued to tys @onsequently, the act is not yet
applicable.

| Introduction

Organisation of museums

In Romania, there are 30 national museums, 14 megimuseums, 42 municipal museums
and many others.

Act No. 44 of 30 January 2000 contains the follgyvinformation (which is not applicable
because of the absence of a decree).

Il State indemnity coverage

Works covered

As regards cultural exchanges between Romania #redt oountries, the law stipulates that
state indemnity can be used to cover foreign movahbleiral goods that are temporarily
exhibited on Romanian territory as well as Romagialtural goods that are exhibited abroad.

Scope

To be specified in the decree.

Risks not covered

To be specified in the decree.
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[ Eligibility criteria

Beneficiaries

Only museums that are administered by the Statel@ible for state indemnity.

Selection criteria

The Museums and Galleries Board (advisory boarthefMinistry of Culture and Religious
Affairs) submits proposals for objects requiringurance and the Ministry decides on the
issue.

Minimum and maximum limits

To be specified in the decree.

IV The way the system works

Institutions

The Ministry of Culture and Religious Affairs issponsible for making decisions concerning
state indemnity.

Application procedures and contents

To be specified in the decree.

Evaluation mechanisms for works covered

To be specified in the decree.

Required security conditions

To be specified in the decree.

Deductible/Liability

To be specified in the decree.

Maximum amount covered by the indemnity

To be specified in the decree.
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Cost of state indemnity

To be specified in the decree.

V Compensation mechanisms in the event of loss, ther damage

Procedure to be followed in the event of damage

To be specified in the decree.

Waiver of subrogation

To be specified in the decree.

Compensation in the event of

- damage

To be specified in the decree.
- loss

To be specified in the decree.

Recovery of works after compensation

To be specified in the decree.

Beneficiary of compensation

To be specified in the decree.

VI Competent court and applicable law

Only Romanian law is applicable.

VII Experience and recommendations

Problems and limitations of the system
Given that the decree has not been promulgatedsytstem is not in force. There has thus
been no practical experience of the system.

Exhibitions which are held in Romania must consetlyebe insured with commercial
insurance companies.
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Statistics

The system is not in use for the time being.

Recommendations

According to the professionals employed in the By, state indemnity would help
museums to organise more exhibitions. It would &leodesirable for both large and small
museums to be able to benefit from the system.
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UNITED KINGDOM

This report has been endorsed by Gregory Eades, ,Mifl amended by Rosalie Cass,
National Gallery.

There is a state indemnity scheme in force in thitedd Kingdom.

COVERAGE
Works covered Incoming loans X
Deposits X
National collections excluded X
Scope Nail to nail X
Risks excluded Acts of war and nuclear threats X
ELIGIBILITY CRITERIA
Beneficiaries All national museums _ X
Other museums financed with pub| X
funds
Private museums X
Minimum/maximum limit per project O
THE WAY THE SYSTEM WORKS
Self risk/Deductible X
Maximum amount X
Cost of indemnity 9
Waiver of subrogation O

| Introduction

Organisation of museums

In December 2003, the Museum Registration Schemdhef Museums, Libraries and
Archives Council (MLA) listed 1,851 museums in théited Kingdom: 53 national
museums, 682 museums administered by local comimsinit58 museums that come under
the National Trust, 89 museums administered by usities, 100 museums administered by
the army, 34 museums administered by central govent and 735 museums administered
by private institutions.

Introduction of scheme

Section 16 of the National Heritage Act 1980 lamva the foundations of the British state
compensation scheme. The system's main objectie taaoffer the country's museums,
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galleries and libraries an alternative to the adersible premiums quoted by insurance
companies (which increased rapidly in the early0k98In 1985, the Museums & Galleries
Commission (today's Museums, Libraries and Archi@eancil — MLA) was entrusted with
the management of the Government Indemnity Sche&hg)(In 1989, the same body was
charged with the management of state indemnityiegans for works borrowed by "non-
national” museums, galleries and libraries. On thieer hand, the incoming loans of
"national” museums are handled by the British gowemt's Department for Culture, Media
and Sport (DCMS).

Il State indemnity coverage

Works covered

The GIS only covers works on loan within the Unitédgdom (whether they come from the
United Kingdom or another country), with the exéaptof works belonging to the United
Kingdom's national collections. Practically any edtjmade accessible to the public can be
covered by the scheme if it contributes to a betteferstanding and appreciation of art and
culture. The scheme covers loans that are exhibitéeimporary exhibitions or which are on
long-term loan.

Scope

The indemnity scheme covers works from nail to,nmalmely during transportation, packing
and unpacking, the exhibition and conservation.

Risks not covered

The GIS does not cover any damage or loss in flewiog cases:

« war or armed conflict of any type (damage causedvas; for example by an aeroplane
shot down in a war zone)

» the negligence or other wrongful act on the pathefowner, its agents or personnel

» the poor condition of the object at the time oflitan to the borrower (namely an inherent
vice which could lead to further damage)

» aclaim by a third party claiming to be entitledthe object

» restoration or conservation work undertaken onatject by the borrower, its personnel
or agents with the consent of the owner.

All other risks, including acts of terrorism, inseictions or revolts are covered.
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[ Eligibility criteria

Beneficiaries

All public museums, galleries and libraries — imhg local university museums — are
automatically eligible, as is the National Trustth€ institutions, such as independent
museums, must have their application approved &yteasury.

Selection criteria

National museums are automatically eligible (seevah Where non-national museums are
concerned, once a request for indemnity is madeMbA judges whether the loan is for the
public benefit and if the public has access tdibaghout the exhibition. The MLA's expert
consultants must then approve the environmentafr@omeasures, the security measures
taken at the exhibition venues and the estimatkeeva the borrowed works.

Minimum and maximum limits

No minimum or maximum limit has been set for elilijfij.

IV The way the system works

Institutions

All state indemnities are granted by the DepartnfienCulture, Media and Sport in England,
the Scottish Executive Education Department, théioNal Assembly in Wales and the
Department of Education in Northern Ireland.

Application procedure and contents

All applications made by non-national borrowers thessubmitted to the MLA three months
before cover is required. The application must aontprecise information about the
exhibition (or long-term loan), the transport datbe exhibition dates, a complete description
of the objects, the names and addresses of therlgrtie value of the loans as well as good-
quality photos of the objects. Other informationyraéso be required.

If a touring exhibition is being planned, every #tion venue must apply to the MLA
separately. Guarantee certificates are generalty about ten days before the requested
commencement date. The lender receives a copy gudm@ntee certificate together with the
loan agreement (the original is kept by the bormweamely the museum, gallery or library
concerned).

The system differs somewhat for national institasioThese do not submit any application
since they are automatically eligible, but only shé® request a guarantee certificate.

Evaluation mechanisms for works covered

The object's estimated value must first be accepéfdre the loan is approved. This value
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must be a fair estimate of the object's currenketaralue, that is to say must reflect the price
that the object would have attained if it were sold

Required security conditions

Only companies that comply with the required tramigiion conditions are authorised to

transport works under state indemnity. These ireluwbmpanies specialising in the

transportation of works of art, for example companwith vehicles that are specially adapted
for such use.

The security on the borrowing institution's prersiseust meet traditional security standards.
The security measures taken must include an aviorfieg detector system, a guard or

security team to watch over the equipment whenirikgtution is closed, an alarm system
connected directly to an alarm receiving centreusty barriers in front of the art works, etc.

The security of the institution concerned is subjecthe approval of the National Security
Adviser at the MLA.

Non-national museums must take the necessary stepssure that the required security
conditions are met at exhibition venues. They musvide an outline of these conditions
(humidity, temperature and light levels) and obtaim approval of the Environmental Adviser
at the MLA. The borrower must undertake to maint#fi® appropriate physical and
environmental conditions at all times in order toeevent, to the extent possible, any
deterioration of the object.

Where loans to national museums are concerned)etiging institution determines the
environmental conditions that need to be met bybtiteowing institution.

Deductible/Liability

The GIS has introduced a minimum liability clauseider to encourage borrowers to assume
their responsibilities and to eliminate small claim

National museums have a minimum liability of £5,08€ year. This is also applicable to
non-national museums under a particular status;iwdiie able to choose between a minimum
liability arrangement and that described below. Mational museums must meet the cost of
any loss of an insured loan up to a limit of:

» £300 where an object is valued at less than £4,000;

» £300 plus 1% of the object's total value where Hahie is £4,000 and above.

The borrower is free to pay the deductible outtefown funds or to purchase commercial
insurance. The lender may decline the deductibiemust provide written notification before
the state indemnity becomes effective.

Maximum amount covered by the indemnity

The overall amount for England is £1.1 billion fown-national institutions. The figures for
Scotland (£70 million) and Wales (£35 million) aneich lower, since they have fewer loans
and exhibitions. The total for Great Britain is sequently £1.205 billion.

No such maximum amount exists for national ingting.
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Cost of state indemnity

None.

V Compensation mechanisms in the event of loss, ther damage

Procedures followed in the event of damage

The borrower must notify the relevant departmenCi3 or MLA) at once of any loss or
damage of a work covered by the indemnity schenhe. Borrower must not attempt any
restoration or conservation work without the lergleonsent.

Waiver of subrogation

There is no waiver of subrogation clause.

Compensation in the event of damage

If an object is damaged, compensation will consighe cost of reasonable repairs and any
depreciation resulting from the aforementioned irepark up to an amount agreed upon by
the owner and Secretary of State and not excedldénggreed value.

Compensation in the event of the loss of a work

In the event of loss or irreparable damage, the pesrsation (including the borrower's

liability) will be determined according to the agde value. In the event that books,

manuscripts or archive material is lost, compepsatiill be based on the value agreed upon
by the owner and Secretary of State.

Recovery of works after compensation

If an object which was lost is subsequently recedesnd restored to the owner, the owner
must immediately repay to the Secretary of Statesaim received under the state indemnity,
less the total estimated depreciation of the object

Beneficiary of compensation

Compensation is paid to the owner.

VI Competent court and applicable law

Any dispute or difference between the borrower tiedSecretary of State in connection with
the indemnity is settled by a sole arbitrator. Hmbitrator shall be appointed by agreement
between the lender and the Secretary of Statenodefault of agreement, by the serving
president of the Law Society of England (or the L%ociety of Scotland if the indemnity was

issued by the Scottish ministers). The arbitratimkes place in London (or Edinburgh, as
applicable).
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VII Experience and recommendations

Problems and limitations of the system

Action cannot be taken against other parties saatagiers.

Exhibition partners cannot be entered as co-inspeeties as would be the case with a private
insurance policy.

If a lender insists on its loans being insured given amount and this figure is judged to be
too high by the borrower in the United Kingdom oy the state indemnity provider), the
borrower cannot automatically purchase a commernmirance policy to complement the
state indemnity provided. The regulatory provisigestaining to this combined system are
complicated and the procedures very lengthy.

National institutions that organise touring exhsis within the United Kingdom may use
state indemnity for the entire tour in order to eothe risks at other venues as long as they
are responsible for the exhibition. This rule dnesapply to non-national institutions holding
touring exhibitions; each non-national institutittmt hosts the exhibition must submit a
separate application for state indemnity.

Statistics

According to the DCMS, the British government consniiself to 3 to 4 billion pounds each
year. At a hypothetical rate of 0.5%, the Unitedgdom's indemnity scheme saves museums
15 to 20 million pounds per yeatr.

Moreover, substantial amounts are saved with réspecthe risk of terrorism during
transportation and in situ since this risk is cedeby the scheme.

The DCMS has very few claims: over the last terrgjeanly three claims for damages were
made each year.

The MLA provided the following figures on non-nati institutions only:

Number of Number of Number of Minimum Maximum Overall amount
requests applications | applications | suminsured |suminsured |insured for the
accepted rejected for an for an year
exhibition exhibition
2001 174 127 37 £3,500 £457,000,000 £2,724,000,000
2002 219 157 62 £3,500 £340,000,000 £2,533,000,000
2003 169 120 49 £3,500 £330,000,000 £2,004,000.000

Experience as a borrower

The GIS has insured loans from museums and galedieover the world, including the
Louvre (Paris), the Prado (Madrid), the Metropalitdduseum of Art (New York), the
Rijksmuseum (Amsterdam), the Szépmavészeti (Budgptke Art Institute (Chicago), the
State Museum of Ukrainian Art (Kiev), not to mentittre numerous objects borrowed from
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private lenders throughout the world.

In the opinion of the MLA, the British programme ke very well and is accepted by most
lenders abroad, with the exception of many Gerreaddrs, possibly because of the absence
of a waiver of subrogation clause.

Recommendations

The United Kingdom's government should continuesdpport the MLA and the National
Security Adviser, whose work is greatly appreciated
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SLOVENIA

This report has been endorsed by Tanja Rozenb&egga; Ministry of Culture.

There is no state indemnity scheme in force in &h.

| Organisation of museums
Slovenia today has a network of forty-nine natiogalleries, collections and museums and
one hundred and three private museums and galleries

In Slovenia, a distinction should be made betweewegqment, regional, municipal and
community institutions on the one hand and privatsenms on the other.

The law (Articles 19, 20 and 22 ZzVKmfficial Journal RS, No. 7 1999) stipulates that the
public services provided by national museums amdnbtwork of regional and municipal
museums aim at the protection of the country'stdgei Municipal and private museums
cooperate with regional and national museums ardsghe public services they provide.

Slovenia's national museums are:

* The National Museum of Slovenia, comprising archagg numismatic, history of art
and applied arts departments

» Slovenian Ethnographic Museum

* Technical Museum of Slovenia

e Slovenian Museum of Natural History

» National Museum of Contemporary History

* National Theatre Museum

The country's regional, urban, community and intemmunity museums as well as the
specialised museums maintain a regional culturiédyo

Private museums are founded by natural or jurfgisons, in accordance with the ZVKD. In
order to develop their activities as regards thatgmtion of Slovenia's heritage, they join
forces with national, regional, urban, inter-comiityirand specialised museums (Kobarid
Museum, Brewing Museum, etc.).

Il Ongoing discussions

The Ministry of Culture has dismissed the idea sthklishing a state indemnity scheme in
Slovenia.
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[l Insurance costs

According to the Ministry of Culture, the high imance costs involved in exhibitions are a
major problem. It should be noted that the costisn higher since a special insurance policy
has to be taken out for every type of risk (fifeft, deterioration, etc.).

State indemnity would go a long way towards helpimgseums organise more international
exhibitions. However, organisers are aware of #ue that Slovenia is a small country and can
consequently only expect a relatively restrictethhar of potential visitors.

IV Existing security levels

Currently, no museum meets international standaegeept for the National Museum in

Ljubljana. Significant changes are, however, beingde. For example, the Ethnographic
Museum in Ljubljana is moving to a new building ttheneets international criteria.

Furthermore, 2007 will see the completion of they i@®ovenian Museum of Natural History,

which will also comply with international standards

V Examples of exhibitions cancelled owing to insurece premiums

There are no specific examples of exhibitions thatl to be cancelled due to excessive
insurance costs.

VI Experience

Experience as a lender

The National Gallery lent certain pieces to theiddwtl Gallery of Ireland in Dublin for the
New Frontiersexhibition. The pieces were covered by the Irigteimnity scheme.

The National Gallery has also had some experieiitethie Yugoslavian indemnity scheme.

Experience as a borrower
Slovenian museums are faced with a serious shodffjeancial resources. As a result, very
few foreign exhibitions are brought to the country.

The Ethnographic Museum had planned to borrow dribdgion from Vienna, but did not
succeed as the different foreign museums involvach ensisted on their own insurance
schemes.

The National Gallery only held one foreign exhimitj this time from Spain. The entire
project, including the insurance costs, was findrime Spain.

VIl Cases of damage

None.
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VIII Recommendations

A state indemnity scheme that would be the sanadl Buropean countries would be useful.
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SWEDEN

This report has been endorsed by Agneta Westldfidiabin charge of state indemnity at the
Swedish National Council for Cultural Affairs, Kuttadet.

There is a state indemnity scheme in force in Swede

COVERAGE

Works covered Incoming loans X
Outgoing loans X
Deposits X
National collections excluded X

Scope Nail to nail X
Certain intervals excluded X

Risks excluded Acts of war and nuclear threats X

ELIGIBILITY CRITERIA

Beneficiaries All national musgums . . X
Other museumfinanced with publif X
funds
Private museums X

Minimum/maximum limit per project | Minimum limit X
Maximum limit X

THE WAY THE SYSTEM WORKS

Self risk/Deductible X

Maximum amount O

Cost of indemnity X

Waiver of subrogation 9

| Introduction

Organisation of museums

Sweden has twenty national museums, of which eightere in Stockholm and two in
Goteborg, and twenty-four regional museums, somehiéh are state subsidised.

Introduction of scheme

Sweden's indemnity scheme has existed since 1974ntl 1998, only national museums
could benefit from it. Since that date, all Swedishseums have been eligible. This change
was in response to the political will to make Sweédiulture accessible to all.
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The Swedish state indemnity scheme is governedhbyNational Council for Cultural
Affairs, in collaboration with th&ammarkollegiefis regards security issues in particular.

The National Council for Cultural Affairs is subfeto the authority of theKulturradet
(Ministry of Culture), while theKammarkollegiet(Legal, financial and administrative
services agency) is answerable to the Ministryusitide. TheKammarkollegiethas a long
history in Sweden; it is particularly responsibler finsuring state property, hence works
belonging to national museums. Sweden's nationademms are insured by this public
institution, since they are not able to take ouho®rcial insurance.

Regulations

Act SFS 1998:200 governs state indemnity in Sweddre Act has been translated into
English. There is no implementing decree.

Il State indemnity coverage

Works covered

All works can be covered by the indemnity schemigh the exception of works belonging to
Swedish national collections. The scheme can aseraleposits from foreign collections.

Scope

Works are covered from nail to nail. However, deriatervals — particularly when the works
are in transit — during which the risks are deetodok too high can be excluded.

Risks not covered

The risks related to acts of war and natural disasire excluded.

The risk of terrorism is included, both during sportation and while the loan remains in
Sweden, but this is not specified in the Act.

[ Eligibility criteria

Beneficiaries

All museums, including private museums, are eligiiolr state indemnity.

Selection criteria

Exhibition projects must bring together works ofidige cultural interest.

Minimum and maximum limits

In order to be eligible for state indemnity, wonkaist be worth at least SEK 20,000 for
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exhibitions held at a single exhibition venue aftk$00,000 for touring exhibitions.
The maximum limit per project is set at 3 millio&IS

IV The way the system works

Institution

The Swedish state indemnity scheme is governetidoiNational Council for Cultural Affairs
in collaboration with thé&KammarkollegietNo specific board has been formed to manage the
scheme.

Application procedures and contents

The borrowing institution sends is application e tNational Council for Cultural Affairs,
which forwards it to theKammarkollegiet The latter gives its opinion on the security
conditions related to the exhibition of the workdnce theKammarkollegiethas given its
approval, the National Council for Cultural Affagsants indemnity.

Applications should be sent at least three mon#ferb the commencement of cover and
should include:

» ascientific presentation of the project

» the exhibition dates and period of state indemoatyer

» a list of the works to be exhibited and the insuvatle of each object, as well as the
overall value of the exhibition

* adescription of the transportation of the works
» a Facilities Report (security conditions relatedh® exhibition of the works).

Evaluation mechanisms for works covered

The works are insured according to their agreedeval

Required security conditions

The required security conditions are determined dach project by an expert from the
Kammarkollegietwho, if necessary, follows the progress of thelkwibiat has to be carried
out.

Deductible/Liability

Since Sweden's national museums are not permittethsiore themselves with private
insurance companies, they must bear the first $o§set covered by the state indemnity
scheme) out of their own funds: this is thereforeadter of self risk.

There are eleven levels of self risk:
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Deductible/Self risk Value covered by the Swedisht&e

SEK 20,000 less than SEK 1 million

SEK 30,000 between SEK 1 million and SEK 9,999,999
SEK 40,000 between SEK 10 million and SEK 19,999,99
SEK 50,000 between SEK 20 million and SEK 29,999,99
SEK 60,000 between SEK 30 million and SEK 39,999,99
SEK 70,000 between SEK 40 million and SEK 49,999,99
SEK 80,000 between SEK 50 million and SEK 59,999,99
SEK 90,000 between SEK 60 million and SEK 69,999,99
SEK 100,000 between SEK 70 million and SEK 79,999,9
SEK 110,000 between SEK 80 million and SEK 89,999,9
SEK 120,000 above SEK 90 million

Maximum amount covered by the indemnity

No limit has been set.

Cost of state indemnity
The cost includes:

» afixed amount of SEK 3,000

* asum equal to 0.05%. of the overall value of thiilgition. This sum should be between
SEK 1,000 and SEK 100,000.

State guarantee certificates

Guarantee certificates are issued by the museunhssigned by the National Council for
Cultural Affairs.

V Compensation mechanisms in the event of loss, ther damage

Procedures followed in the event of damage

In the event of damage, the museum must immediatetify the National Council for
Cultural Affairs, which then informs theammarkollegiet

Waiver of subrogation

There is no waiver of subrogation clause.

Compensation in the event of

- damage

In the event of damage, the National Council forlt@al Affairs pays the entire
compensation to the lender (namely the cost obrabn and depreciation) according to the
instructions of th&ammarkollegiet

- loss
In the event of the total loss of a work, the congagion paid corresponds to the agreed
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value. If the damaged work belongs to a series sataf works, the indemnity scheme will
cover the depreciation of the series or set.

Recovery of a work of art following compensation

In the event that a work is found after the lerntkes been compensated for total loss, the latter
retrieves its work and is required to pay backah®unt received as compensation, less the
estimated cost of restoration and depreciation.

Institution responsible for compensation

TheKulturradet (Ministry of Culture) bears the cost of compermati

Beneficiary of compensation

The National Council for Cultural Affairs pays tbempensation to the lender.

VI Competent court and applicable law

In the event of a dispute, Swedish law is appliearid the competent courts are the courts of
Stockholm.

VII Experience and recommendations

Problems and limitations of the system

For the time being, state indemnity is restricieavbrks exhibited inside museums. It would
be preferable if works exhibited outdoors were alseered.

Statistics
Number of | Number of | Number of | Minimum sum Maximum sum Overall amount
requests applications | applications | insured for an insured for an insured for the year
accepted rejected exhibition exhibition
2001 | 53 48 5 SEK 265,000 SEK 1,072,628,88&K 2,690,775,051
2002 | 59 49 10 SEK 370,000 SEK 1,064,482,08€K 3,520,232,138
2003 | 45 42 3 SEK 370,000 SEK 1,358,212,08EK 2,965,204,426

Grounds for refusing state indemnity

The exclusion of the risk associated with acts af ¥ sometimes one of the reasons why
Swedish indemnity is rejected. However, when lesdksmand that this risk is also covered,
national museums can "purchase"” this coverage tfinetdammarkollegiet

Experience as a lender

Swedish museums willingly accept other countriegémnity schemes. The Moderna Museet
recently accepted French indemnity for a loan ofksdoy Miro, which were exhibited at the
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Georges Pompidou National Centre for Art and Caltur

The Swedish indemnity scheme is able to cover tiksvof Swedish national collections that
are exhibited abroad, as was the case in 200héddtbpia and Realityexhibition held at the
Bard Graduate Center for Studies in the Decoraliste, Design and Culture in New York.
However, when lending works to other countries, samuseums, the Nationalmuseum in
particular, prefer these works to be covered bybthreower.

Experience as a borrower

The country's indemnity scheme is accepted by darenuseums, but the risk of war should
also be included, as lenders demand it more and meguently.

Recent developments

Before 1998, state indemnity coverage was provides of charge; this is no longer the case
for museums.
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SWITZERLAND

This report has been endorsed by Daniel Zimmernfaederal Office for Culture, Berne.

There is no state indemnity scheme in force in Sawiand.

| Organisation of museums

Switzerland is a federal state. There are conselyuéew national museums (mainly
historical museums). All the major art museumseatteer subsidised or financed entirely by
cantons or municipalities.

Il Ongoing discussions

In 1998, the Federal Office for CulturBundesamt fiir Kultyrmade the establishment of a
state indemnity scheme a priority in its culturaligy. Consideration is currently being given
to the question of funding and ways of removingéekisting obstacles resulting from the fact
that it is the federal system of the Swiss Confatien that has jurisdiction over cultural
matters and not the State.

Il Insurance costs

The Federal Office for Culture conducted a surveyfarty-eight Swiss museums. It turned
out that for the majority, insurance costs act dwake on exhibition planning. Insurance
premiums have risen by 20% to 30% since 1 Janu0¥.2

Insurance costs constitute approximately 15% to 80%m exhibition budget.

IV Existing security levels

Museums, in any case the most important of thenet ingernational standards.

V Examples of exhibitions cancelled owing to insurece premiums

There is no known case of an exhibition being chedesolely owing to high insurance
premiums. Given that the rise in the premiums wascant occurrence, its impact cannot as
yet be predicted.
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VI Experience

Experience as a lender

Swiss museums accept foreign state indemnitieghbutpportunity rarely occurs.

Experience as a borrower

Insurance policies were taken out with insurancapanies, without any exception.

VIl Cases of damage

No notable case.

VIII Recommendations

The Offentliche Kunstsammlungn Basel fears that Swiss museums will not be able
maintain the standards of major international moseif a state indemnity scheme is not set

up.
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Legal framework

The proposals presented in this report are bindig upon their authors and must in no case
be considered as necessarily expressing the viéwse dEuropean Commission. They must
meet the following three objectives: conformity lwitaw, economic effectiveness and

contribution to cultural development.

In particular, any recommendations concerning fpdssCommunity measures applicable to
state indemnity schemes must be in accordanceGuithmunity law.

State indemnities allow the beneficiaries to savéhe cost of insurance premiums associated
with exhibitions of works of art. In this contexany incentive measures adopted by the
Community must take care to maintain the balancedmt conserving national and regional
diversity and bringing the common cultural heritagehe fore, as required by Article 151 of
the TEC. State indemnity schemes, moreover, mayirlishe operation of the insurance
market and put Member States at risk of havingestademnities regarded as inadmissible
subsidies in the sense of Article 87 of the TECcdRemendations on state indemnities must,
therefore, respect the legal constraints applicablsubsidies and defined by the Treaty
establishing the European Community.

A. Article 151 of the TEC

Article 151 of the TEC means that the principlesobsidiarity that underlies Community
action in the cultural domain must be taken intooacit when recommendations on state
indemnities are devised. Moreover, any action uaten by the Community must, on the
basis of this article, be limited to promoting ncommercial cultural exchanges (Article 151,
paragraph 2, third indent) and to fostering co-apen with third countries (Article 151,
paragraph 3). Finally, Article 151 also requires tbommunity to take cultural aspects into
account in its action under other provisions of thieaty.

Al Subsidiarity

Given that the Community does not have exclusivepaience in the cultural domain, it is
obliged to restrict the exercise of its powersdnadance with the principle of subsidiarity as
defined in Article 5, paragraph 2, of the TEC and@emented in Article 151, paragraph 2 of
that same Treaty.

I: Introduction of a “European State Indemnity"asincentive measure

The principle of subsidiarity will apply particulgrif the Community not only makes
recommendations to the Member States but also framestive measures.
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The question, then, is how to devise a “EuropeaateStndemnity” that respects the
constraints of the principle of subsidiarity.

The principle of subsidiarity allows the Communtityact only if and insofar as the objects of
the proposed action cannot be sufficiently achiewedhe level of the Member States and the
action can therefore be better realised through Qamitsnintervention.

In its resolution on the *1Report on the Consideration of Cultural AspectsEiropean
Community Action, the European Parliament gave phiisciple a fairly broad interpretation.
In the opinion of the Parliament;t“is important for the subsidiarity principle toeb
interpreted in a positive sense which encourages@onity intervention, provided that this
is beneficial to European cultures and helps crahge conditions for the full involvement of
the general public and local, regional and natiofaldies in the creation of a strong, united

Europe™.

The implementation of the principle of subsidiarigymainly based on thBrotocol on the
application of the principles of subsidiarity antbportionality (annexed to the TEC since the
Treaty of Amsterdam), which makes specific provisioelating to the following three points.

» The area towards which the action is directed rhase transnational aspects that cannot
be satisfactorily regulated by measures taken éyvtamber States.

In the case in point, this criterion is met. Thare, indeed, Member States in which important
transnational exhibitions could not be held becafsbe high cost of commercial insurance
and the lack or insufficiency of the state indemnithis situation constitutes an obstacle to
cultural exchanges.

» The Amsterdam protocol provides that the Communiy act when the effect of the
provisions of the TEC is undermined by national soeas or by the lack of Community
measures.

The fact that the Member States have very diffefer@incial means, a situation that has
worsened since the enlargement of the Union, léadsconcentration of cultural activity in
certain of them: their large museums, with theiraltte of experience, can make use of
longstanding associations as well as of existiageshdemnities. What is more, even where
state indemnity systems do exist, they are oftemg®n very different foundations, with the
result that some museums may find it hard to peesudanding institutions accustomed to
higher standards. In the absence of Community mctlgs situation bears most heavily on
cultural exchanges between “old” and “new” Memb&at&s, which are of capital importance
in the process of creating a shared European tgtertd citizenship.

» Finally, the Amsterdam protocol specifies thatatd taken by the Community must, by
reason of their scale or effect, have clear adgmstaver those taken by individual Member
States. (Protocol, Chapter 5).

On this level, the advantages of a Community syséeen obvious. The conception and
organisation of exhibitions would no longer depeaately on the finances of the individual
state, and cultural criteria could play a more intguat role.

15 COM/96/160/final, Official Journal of the Europe@ommunitiesC 55, 24/02/1997, p. 37.
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It should be noted, however, that the object of @amity action is not to harmonise existing
national measures or replace them with Europeas.dhés merely a question of proposing
complementary measures that would strengthen aliinterchange.

The principle of subsidiarity does not reside ie frohibition of Community action, but
rather in the protection of the sovereignty of M@mBtates. The Community must therefore
be able to act, at least when its actions do rsitice the freedom of action of the individual
Member States or their national political and aalt@activity.

From this point of view, a European indemnity syste@ould comply with the requirements
of the principle of subsidiarity.

Il Recommendations to Member States

The principle of subsidiarity also imposes a certaiserve upon the Community, in relation
to countries without a state indemnity system, hattit only sanctions the making of
recommendations to Member States. The terms “engelr@nd “support” used in Article
151, paragraph 2, of the TEC presuppose the egistdn the countries in question, of a
national scheme that Community action would reirdor€hus the legality of Community
measures would depend on the reason why certaiesst® not have a state indemnity
system. If in any country the absence of such systea result of a clear decision against the
introduction of such an indemnity, the Community Vaobe unable to act. This is only true,
however, where the rejection is based on cultushty. If the reasons for the refusal of such
a system were purely financial, the principle dbsidiarity would not preclude a Community
recommendation or measure, since no question ofirallpolicy would be involved.
Similarly, if a state indemnity does not exist hesathe state in question has not yet become
aware of the problem, then again the principle uifsidiarity does not stand in the way of
Community action. Indeed, from the point of view odspect for competences, the
Community might well suggest some form of co-operatin a sector as yet very little
developedf.

There is no indication that any Member State hasddte, refused to introduce a state
indemnity for reasons of cultural policy. Both resmendations made to Member States and
the institution of a European indemnity systemtherefore compatible with the principle of
subsidiarity. It is perhaps useful to make it cléeat while Community recommendations are
intended to encourage Member States to act, theyncany case act with or without any such
recommendation.

A2 Restriction to non-commercial exchanges

According to Article 151 of the TEC, it is only n@mommercial cultural exchanges that can
be supported by Community action. This entails d@agervigilance, for the actors may, in
practice, be tempted to substitute the expresgpimarily cultural objectives” for the term
“non-commercial cultural exchangé$ The specification of possible incentive meastines
depends strongly on the definition of the term “mmmmercial”.

16 Grabitz/Hilf-Ress/UkrowArt. 151 No. 17.
¥ Proposed by the European Parliament in its reéisoluin the Commission’s*Report on the Consideration of
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An exchange — in this case, that is, the loan akwof art — is said to be non-commercial
when its object is not to generate incdindhe fact that some compensation is demanded
does not constitute an obstd&leThis practice has become common in recent yedrs (c
Article 8 of the chapter on “Loans” in the “Geneffinciples of Managing Loans and
Exchanges of Works of Art between Institutiofis’a code of ethics and rules of practice
drawn up by more than 40 important museums in I@@aan countries plus Canada and the
USA). The compensation in question does not nedbskave to be financidl: assistance in
carrying out archaeological excavations, for exanptould equally be taken into
consideration. An exchange may, however, be coramidéo be commercial when the
compensation exceeds the costs incurred by thedéndelation to the loan.

Nor is a cultural exchange considered commerci@mihcome that may be derived from an
exhibition is used to promote cultural exchanges$oorcultural projects of a general nature
(for buying works of art for public collections,rfexample¥.

This interpretation would permit incentives forade percentage of exhibitions, as “non-
commercial” operations.

A3 Co-operation with third countries

In accordance with Article 151, paragraph 3, of THgC, the Community and its Member
States encourage co-operation with third countti®s$ with those international organisations
that have a competence in the cultural domain,mpdrticular with the Council of Europe.

With regard to third countries, priority should paps be given to those states that will sooner
or later become members of the Community (partitplBulgaria and Romania), since the
cultural provisions of the agreements that havenlwemcluded with these countries provide,
in part, for the possibility of including them iro@munity programmes.

Of the international organisations, UNESCO is fadl away the most important partner in the
sphere of co-operation.

In November 2001 UNESCO adopted an action plardtural diversity, which was used by
the Commission as a basis for drafting “some ihéglaments for a declaration on behalf of
the European Community and its Member States, witliew to the presentation of a
common position on the question of devising a namraahstrument on cultural diversity at
the next UNESCO General Conference”, which it pnése: to the Council and the European
Parliament on 23 August 2003 (“Towards an inteoratl instrument on cultural diversity”,
pp 9 et sed.

One of the concrete objectives expressed in thisimient is to “develop international cultural
co-operation, aimed at boosting the exchanges lafraligoods and services, including those
in provenance of developing countries. In this egspregular meetings between professionals

Cultural Aspects in European Community Action, COB)0160 C4-0249/93, Official Journal of the Eurapea
Communities C55, 24 February 1997, p. 37.

18 Calliess/Ruffert-Blankdlanke Art. 151 No. 10.

19 StreinzNiedobitek Art. 151 No. 46Schmahlp. 204.

20 Notebook No. 9 of the communiqués and reportaefistitute of Museums, Berlin 1996.

21 cf. Kuhl, Der internationale Leihverkehr der Museen, Col@@004.

22 schwarzesparr, Art. 151 No. 46.

% COM(2003) 520 finall.
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of Parties should take place in order to contribittethe definition and elaboration of
instruments and frameworks of co-operation at irggonal level (regional and/or bilateral)”.

UNESCO has long taken an interest in both cultexahangeger seand, more particularly,
in the introduction of State indemnities; these @ealt with in a pair of recommendations,
one on international exchanges of cultural prop&®76) and the other on the protection of
movable cultural property (1978)

In its 1976 recommendations on international excearaf cultural property, the UNESCO
General Conference pronounced itself (in point @0fRecommended Measures”) in favour
of the introduction of state indemnities: “Membeat®s should give special attention to the
problem of covering the risks to which cultural peoty is exposed throughout the duration of
loans ... and should, in particular, study the polisitof introducing government guarantee
and compensation systems for the loan of objectgedt value, such as those which already
exist in certain countries”. Two years later, thecand recommendation added certain
interesting clarifications (in points 21c and 22jithin the framework of such systems and in
the forms mentioned above, provide for compensdtdenders in the event of damage (...)
22. The provisions concerning governmental guaesnséould not apply to cultural property
which is the object of transactions for commerpialposes.”

These UNESCO recommendations are, in other wordsctdd to the same object as the
restrictions contained in Article 151, paragraphwith regard to the necessity of non-
commercial exchanges, but do not include other &itioibs. It should be noted that these
recommendations are applied to “cultural property”term which, although coming very
close to it, is not wholly synonymous with the “Werof art” that are the object of this study.

A4 Consideration of cultural aspects in other field of action — Horizontal clause

The horizontal clause in Article 151, paragraphof,the TEC, which states that the
Community must take cultural aspects into accouiisiaction under other provisions of the
Treaty, applies by definition to areas outsidedhkural domain.

Notwithstanding the vagueness of the phrase “take account”, the clause does contain
more than a simple declaration of intentron

It underlines, first of all, the importance thattare can have with regard to other Community
objectives. As the CJEC demonstrated in the casieedfiorizontal clause on health pofftya
clause of this type can effectively moderate orexéjgc domain in relation to another. In the
domain of culture, the contrary interests encowatén the framework of state indemnities
are first and foremost budgetary questions. Artlél&, paragraph 4, of the TEC ensures, from
a legal point of view, that these are not the @amyuments taken into account.

Moreover, Article 3(q) of the TEC largely determirthe balance between cultural objectives
and the other objectives of the TEC: contributiogthe flowering of the cultures of the
Member States is given the same weight as the otijectives of the Treaty.

24 BT-Drucks. 8/3109, p. 7-12.

25 Grabitz/Hilf-Ress/UkrowArt. 151 No. 70.

26 Court of Justice of the European Communities, 6/33, Directive on tobacco advertisin@000, 1-8419 No.
88.
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A5 Contrary interests: Physical conservation of thecultural heritage

We have seen that the provisions of Article 15thef TEC allow the Community to promote
the system of state indemnities for touring exiobig of works of art. This possibility,
however, must be reconciled with the need to coesand safeguard the common cultural
heritage, as required by Article 151, paragrapdf the TEC.

This dilemma, which is characteristic of culturatckanges, was set out in the third
consideration of the 1978 UNESCO recommendationshi® protection of movable cultural
property mentioned above: “Considering that thenmyng desire of the public to know and
appreciate the wealth of the cultural heritagewbétever origin, has nevertheless led to an
increase in all the dangers to which cultural propis exposed as a result of particularly easy
access or inadequate protection, the risks inhé@remtansport...” and, farther on, in the
General Principles (point 6), “Cultural propertyligble to deterioration as a result of poor
conditions of storage, exhibition, transport andiremment ... which in the long run may
have more serious effects than damage compromigiagmaterial security of cultural
property”. For this reason, museums have begumpose a rest period for returned works of
art before lending them out again, in order to dwdamaging them. Any measures adopted on
the Community level must tend to preserve this lddretween the promotion of exchanges
and the preservation of the works.

B State indemnities and Community competition law

Up to this point we have been considering statermuties from the cultural point of view,
but they also have an economic dimension. On #viel] they are subject to Article 87 of the
TEC, which defines the type and extent of state aigthorised by Community |&ly

Article 87 of the TEC concerns all types of staig, ancluding aids granted in the cultural
domain; this means that the state indemnities egpid exhibitions of works of art must
comply with its requirements. Community subsidiesyaver, do not come within the scope
of the provisions of TEC Article 87, insofar asythHeve a legal foundation in other clauses of
the Treaty’. Articles 87 and thereafter of the TEC therefordyoapply to national
indemnities provided by Member States, and not possible state indemnity covered by the
Community.

In principle, state aids that distort competitioe aot compatible with the Common Market,
by virtue of Article 87, paragraph 1, of the TEQtiéle 87, paragraph 3, point (d), however,
provides that state aids may be considered comeatitth the Common Market when they
are intended to promote culture and the consenvatidhe cultural heritage, and when they
do not modify the conditions of trade and compatitiithin the Community to a degree that
is contrary to the common interest.

The first requirement, then, is to define whethetate indemnity constitutes a state aid, and if
so, whether it is admissible on the basis of caltoonsiderations.

27 For more detail on this subject, d€i&hl. It is perhaps overly optimistic to say that thasles allow of a
solution to the problem of harmonising state subsitor culture with the Common Market. (observatimade
by the Spanish Delegation, 12 December 2001 “Tansyater” (reflections on article 151 of the TEC:
expectations and results), 15249/01)

2 5chmahlp. 247.
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B1 State indemnities as state aid in the sense oftisle 87 of the TEC

A state indemnity constitutes a state aid in theseeof Article 87 when it is allocated by
means of state resources, favours certain undegskir certain products, distorts or threatens
to distort competition and affects exchanges betvidember States.

| State aid or aid granted by means of state ressur

The — very vague — term of “state aid” includeshbpbsitive benefits and reductions in
charge®, this second category including indemn#ies

The object, and the effect, of a state indemnityoispare museums the cost of insurance
premiums. The saving thus realised will differ aciiog to the terms of the indemnity. There

may be cases, for example, where the indemnityigesvfor a deductible that the museum

has to cover, either through a commercial insurgadiey or out of its own resources.

Notwithstanding these various differences, inderesitlo represent a reduction in expenses
in the sense of Article 87 of the TEC. The factt ttie allocation of an indemnity does not
necessarily involve real expenditure on the pathefstate is of no consequetice

In Community law, the concept of state aid includegisidies allocated by territorial
authoritied’. This is of importance to Member States with afatistructure, like Germany.

Il Advantages given to certain undertakings oraiarproducts

In the light of the cultural considerations set dhbbs far, it may at first sight appear
disconcerting that a state indemnity granted touaeaum could be described as an advantage
favouring certain undertakings or part of a prothucsector. The term ‘undertaking’ as used
in Article 87 of the TEC is, however, very largedaincludes all the personal, material and
immaterial factors under an independent legal pal#grand that form an entity pursuing a
long-term economic objective Pursuit of an economic objective does not necigsaply

an intent to earn profits, which means that museugars also fall within the sphere of
application of Article 87 of the TEE This also applies to the museums of Member States
most of which are financed out of the public pulgtether the museum is public or private
in its formal organisation has no bearing on itmladefinition as an undertaking in the sense
of Article 87°.

Il Interference with the principles of competition

For the allocation of an indemnity to be classea asibsidy in the sense of Article 87 of the
TEC, it must be likely to have a distorting effect competitiorf.

2 Groeben/Thiesing/Ehlermariviederer Art. 92 No. 5.

%0 Reply of the Commission to a written question, K&, OJ 1963, p. 2235.

31 Court of Justice of the European Communities, B@3, 1993 |, 6185 — Kirsammer-Hack/Sidal.

%2 |dem No. 13.

33 Court of Justice of the European Communities, 1862, 1962, 717, 750 — Mannesmann/Hohe Behérde.
34 Kruse SME 1996, 113, 11®Ressp. 132, 135Schmahlp. 248;Wemmerp. 204.

35 Groeben/Thiesing/Ehlermarivederer Art. 92 No. 21.

3% Ressp. 134:Koenig/Kiihling European Review of Economic Law 2000, 197, 200.
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The issue here is not competition among commeriialrance companies and the
interference of the Member State through its sbatkemnity scheme, but of competition
among the museums themselves. There can be ndligeejito competition in the sense of
Article 87 of the TEC unless the subsidy improves position of the beneficiary, in this case
the museurf.

As a matter of fact, the existence of competitionthie domain that concerns us, that of
exhibitions, appears doubtful. The law of competitis based on the idea that when the
conditions in which the products or services of sapplier are delivered are not satisfactory,
the consumer will transfer his choice to compargileds or services, and that nothing should
distort the competition among cultural goods andvises that are substitutable in this
manner. It is, in other words, consumer opiniort thil determine the relevant market for a
relationship of competitioh Now, unlike other “products”, exhibitions canrim substituted
freely one for another. If an exhibition is not dh@n account of excessively high insurance
premiums or the lack of an indemnity, the potentisitor will not in general be able to attend
a comparable exhibition insteBdit is of course possible that a similar exhibitimay be held

in another city, or even another country, if thaeditons there are more favourable. And, too,
it has been evident for some time that people epgped to travel in order to visit a museum
or an exhibition. But this is still a marginal ploenenon, and one cannot extrapolate from it
the existence of real competition among the majgamisers of exhibitions, which could be
distorted by the operation of an indemnity.

Finally, even supposing that indemnities did creati#stortion among museums, certain state
indemnities would in any case fall into the catggof “de minimi$ aids. This category, as
established by the Commissidncovers state aids totalling less than 100,000 ewer a
three-year period, and indemnities falling intcsthategory would in any case not be subject
to the provisions of Article 87 of the TEC.

IV Impact on exchanges

As for other forms of aid, the question that mustalsked is whether they are likely to affect
exchanges within the Community. The deciding dotehere is exchanges between Member
States, which means that aids whose effect doeganbeyond the national framework must
be left out of the debdfe Now, it must be admitted that the “market” forjoreexhibitions, if

it exists at all (see observations above on themaihsubstitutability of exhibitions), could
well be affected by state indemnities if their gdiem favoured the hosting of exhibitions in
one country rather than another. In such case, Gonitynlaw does not require proof that

%7 Callies/RuffertCremer Art. 87 No. 12.

38 Groeben/Thiesing/Ehlermariviederer Art. 92 No. 32.

% It was in these terms that the Commission expteiseloubts about the existence of a competiteh wi
corresponding product to offer that could repldeedxperience of Halstatt, in connection with supfm the
“Halstatt salt mines” attractiotsoenig/Kiihling European Review of Economic Law 2000, 197, 200.

40 EC Regulation 69/2000 / 12 January 2001 on théicaion of articles 87 and 88 of the TEC d& minimis
aids, OJ EU 2001 No. L 10, p. 30.

41 As for example the Netherlands fund for the pwtlan and translation of works of literature Rgss GedS
Grabitz, 595, 617.
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exchanges have effectively been disturbed. The rassamption of such a disturbance
resulting from the allocation of such an aid isfisignt®.

B2 Compatibility with the Common Market, in accordance with Article 87, paragraph
3, point (d) of the TEC

Even if state indemnities granted to museums wegginciple held to be aids coming within
the provisions of Article 87, they might still beropatible with the Common Market insofar
as they are, as provided by Article 87, paragrappoit (d) of the TEC, “aids intended to
promote culture and the conservation of the cultoesitage, [and which] do not modify the
conditions of trade and competition within the Conmityito a degree that is contrary to the
common interest”.

| Aids intended to promote culture and the cong@meof the cultural heritage

First of all, the aids granted in the form of stamgemnities for museums must, in order to be
legal, aim at promoting culture and the conservatibthe cultural heritage.

The term “culture” in the meaning of these provisianust be understood to include those
domains in which the Member States exercise thaional cultural policy, namely literature,
music, the plastic and performing arts, the safedjng of the cultural heritage, national
traditions, and audiovisual expressinghis, moreover, is the position of the Commisgion
Exhibitions of works of art indisputably fall withithis general category.

Moreover, the term “cultural heritage” does not egupto refer to each of the individual
national cultures of the Member States, but rattierthe “awareness of a common
foundation™® in the cultural domain. Loans between museums estipnably allow visitors
to become aware of this common foundation. Thiggdn, therefore, also tends to justify the
existence of state indemnities intended to encausagh loans.

II No modification to a degree contrary to the coominterest

In accordance with Article 87, paragraph 3, poid} ¢f the TEC, indemnities can be
considered compatible with the Common Market insafathey do not modify the conditions
of trade and competition within the Community toegrke that is contrary to the common
interest. This provision recapitulates the terméuicle 87, paragraph 3, point (c).

This “common interest” essentially reflects the objees of the Communif§. In the
framework of this particular study, three elemesgem particularly important. First of all,
both cultural aspects and economic interests must also be taken intsideration, in
accordance with the horizontal standard of Artittd of the TEC. Article 151, paragraph 2,

42 Commission decision, OJ EU 1989 No. L 106, p. 35.

*3Ress GedS Grabitz, 595, 622 f.

44 Commission, Decision 3.6.1998, National Aid, Nf2& No. 2 — France (film promotion); Commission,
Decision 21.4.1999, National Aid No. N 4/98, No- &ermany (amendment to film promotion).

45 SchwarzeSparr, Art. 151 TCE, No. 19.

46 Groeben/Thiesing/Ehlermariederer Art. 92 No. 49Wemmerp. 210.

47 Wemmerp. 210.
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point 3 gives the Community competence in the spbepeomoting non-commercial cultural
exchanges. It is therefore reasonable to concluglethis type of exchange is in the interests
of the Community. If it is clear that an exchangads contrary to the common interest solely
because it is commercial, it is by the same tokedeew that an interference limited to such
exchanges could not, especially if justified byestiCommunity interests, be contrary to the
common interest. Finally, one must not lose sighthaf fact that in Europe the cultural
domain in particular is largely dependent on stafiesidies, even if the degree of dependence
varies from one country to anotfferThese three elements, then, lead to the condubt,

in terms of the horizontal standard enunciated iticke 151 of the TEC, a subsidy that
facilitates non-commercial exchanges, only minignaffects commercial exchanges and
corresponds to the common practice of the MembdesStannot be contrary to the common
interest. The authorisation required by Article B8ragraph 3 of the TEC for such aids must,
therefore, be granted in such cdes

It is reasonable, therefore, to assume that thenlssion would in practice tend to look
kindly upon state indemnities.

The principal conclusions that may be drawn from thpid study of the conformity of state
indemnities with Community law can be summarisetbsws.

National indemnities are state aids. Assuming thay can be regarded as liable to distort
competition between museums on a hypothetical &dnls market, they could without
difficulty be regarded as in conformity with theMaf the treaties by virtue of the role they
play in promoting culture and bringing to the fohe common European cultural heritage. In
addition, they do not seem to be liable to modikghenges to a degree contrary to the
common interest.

The general framework for the action of the Comnwim the domain of state indemnities is

expressed in the provisions of Article 151. Thenof this article prevent the Community

from proceeding by way of a harmonisation of nailosystems. On the other hand, the
principle of subsidiarity that underlies Article L&llows the institution of a European state
indemnity scheme that would complement nationalemdity schemes, and to enact

recommendations and rules of practice for the st&@esh measures should be aimed at
promoting only non-commercial exchanges, and atedsp the balance between the

movement of works and their necessary preservafibe. overall conclusion, then, is that

Community law leaves a fair amount of room for Comityiaction in this domain.

8 Ressp. 24.
4® Ress GedS Grabitz, 595, 622.
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Proposals and conclusions

In this survey of state indemnity insurance we kablat a total of 31 European countries.
From the interviews conducted in the different doies, our study of the relevant documents
and the observations that emerged from a meetirexjpérts (see Annex VII), a number of

points and problem areas have become apparente @nhesummed up in the conclusions and
recommendations that follow.

These mention several aspects of the system (plarig the requirements of transparency
and clarity), as well as the undesirable effecta tzfck of state indemnity, which hampers the
movement of works of art within Europe.

These proposals take into consideration the legiadtcaints studied elsewhere in this report
(see part V): impossibility of harmonising statdemnity systems on the European level, and
possible recourse to recommendations and to a Earoptate indemnity that respects the
principle of subsidiarity.

A Proposals relating to legislation

Al Existence, availability and intelligibility of legal regulations

The existence of clearly defined and understandabtgulations concerning the state
indemnity system operating in certain countries lbarconsidered as a positive fact, in that it
broadens the possibilities for loans of works of for exhibitions organised between
European museums. In some countries, the statenimitie system would be more readily
used if the regulations were sufficiently elabodase as to make the system understandable.
Attractive website presentations, brochures anflelsacan also be helpful in improving
comprehension of the system. An official bookletalie by lenders and borrowers alike and
explaining the principle of the indemnity clearlydain detail, would certainly encourage use
of the system.

If the system is to be used, it must be clearlyeustbod by all the parties concerned. Since
most of the touring exhibitions covered by stateimnities cross national borders and are by
nature trans-European, the text of each set obmatiregulations may need to be understood
throughout the European Union, and should thereb@eavailable in one or more other
European languages.

A2 Harmonisation of terminology

State indemnity insurance is by its very naturelgest that can be difficult to understand. A
uniform terminology would facilitate the comprehiemsand use of such systems.
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This would require:

e acommon definition for the terms used by differsmates in their documents,
» the consistent usage of the same technical terntedassame subject matter,

» and, for a better comprehension of national indéemin Europe (and better translations
of related documents), a multilingual glossary edhinical terms, with definitions, and
their equivalents in all European Union languages.

A3 National information centre on the state indemrty scheme in each country

A national information centre in each country woute an invaluable aid to the
comprehension and use of state indemnity systeheselcentres would:

* have full documentation and information about ttetesindemnity system operating in
each European country, in order to allow informeguksion of any proposed use of state
indemnity schemes,

* be in charge of explaining and promoting their avational indemnity systems, both at
home and abroad, through the development of apptepmaterial, the organisation of
conferences of experts, and the like.

A4 Agreements on the choice of applicable law anadmpetent jurisdiction - Arbitration

Agreement on the applicable law and competent digtion is an aspect of indemnity
regulations that is often neglected.

In principle, the parties to a loan contract aeefto choose the law that will be applicable to
it. In general, each party initially insists on tgplication of his “own” law, not because it is
necessarily more advantageous to him (this is ane@lly something that can be assessed in
advance), but rather because it is more familiaerg may, however, be restrictions on the
options available: unlike simple loans, which alwags private contracts, state indemnities
are so strongly subject to public law that in dertaases museums cannot accept the
application of any other national law. In practigeis generally the domicile of the insurer
that determines the law applicable to the relatimiween insurer and beneficiary: for
example, French law would apply to a French stademnity (cf. for the EU area, Article 4,
paragraph 2 of the 19/6/1980 Convention on the Rpplicable to Contractual Obligations).

This can cause problems in situations where a lemdik not agree to make an object
available to a museum unless “his” law applies.

In most cases, agreement on the applicable lawdggrymines the competent jurisdiction in
case of dispute. This can also lead to problemsesa lender will often hesitate to supply a
collector’s item if he knows that, in case of digguhe will have to bring an action in a
foreign court.

In a situation where, as is the case with loanwariks of art, the parties know one another
and have an interest in continuing to work togethdpitration can often be a good solution.
Arbitration can also be implemented on the intéomatl level (cf. the 10 June 1958 United
Nations Convention on the Recognition and Enforagnoé Foreign Arbitral Awards). Such
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proceedings could, for example, be entrusted to litternational Court of Arbitration
operated by the International Chamber of Commaerdearis. If the parties should not wish to
refer the matter to arbitration, another possipiitould be to appoint an arbitrator-advocate
to clarify the critical points in the proceedindske an arbitrator, an arbitrator-advocate
would be appointed by both parties and could, k@neple, determine the amount of damage
or loss of value.

B Improving the movement of works of art

B1 Facilities report

We know that lenders need to be convinced thatbrés they entrust for a space of time to
another museum will be treated in the same wayesg would be if they remained in their
place of origin. For this reason, it seems to seesal that each borrower should be able to
provide the lender with a detailed facilities repa@upplying the requisite technical,
surveillance and security data (characteristicthefbuilding, security systems, intruder and
fire detection systems, air conditioning, lightimgception, storage and transportation inside
the building, hanging systems) (cf. sample faeitreport in Annex VI).

If the borrowing institution has not already drawm such a report, then it must certainly do
so. It must also make sure that the exhibition eemeets the stated specifications, and must
without fail take steps to remedy the situatiothére should be any divergence.

One way of encouraging exchanges of works betwagodean countries, and particularly
with the new Member States, would be to promotedineelopment of a standard facilities
report for all European countries. A group of expeould be set up to work out a framework
of high-level common standards, which, while nompalsory, museums would be
encouraged to comply with for the sake of theiutapion vis-a-vis lenders. These standards
would apply to permanent collections as well astamporary exhibitions, and could in
addition serve as a basis for providing the samel lef protection for the whole of the
European heritage. Furthermore, museum securitichwh always a primary consideration
for lenders, could be improved and enhanced bynigat&uropean experts regularly inspect
museums for compliance with their facilities repaahd issue certificates of approval where
warranted.

B2 Immunity from seizure

One issue that is very relevant to the mobilityvofks of art within Europe, even though it is
outside the focus of this survey, is that of imntyriiom seizure. Claims by former owners
seeking to recover cultural property that has Heshor confiscated for a variety of reasons
are certainly not unknown. It may well happen thgterson, whether a former owner or his
heir(s), sees a work of art at an exhibition thatbelieves to be his lawful property and
institutes legal proceedings to recover it. In orde avoid such situations, exhibition

organisers are required to carry out in-depth rebeiato the provenance of the exhibits. All



183 Proposals and conclusions

museums do so, and have been doing so for yearthdyucan never be one hundred percent
certain that their information is both complete aeliable. It therefore seems important to us
that every country should enact legislation guaming immunity from seizure for borrowed
works while they are in that country’s territoryt present very few European countries have
such a law on their books. Any such extension efrttechanisms of immunity from seizure
would need to be preceded by a legal study desitmedsure that the mechanisms instituted
were compatible with the European Convention on BunRights and Fundamental
Freedoms, and particularly with the clauses guagang) the right to property and the right to
a fair trial.

Ideally, immunity from seizure ought to apply edyab works belonging to museums and
public institutions and to private lenders, ashis tase in the United States and in Germany.
In France, by contrast, works belonging to privatelers are excluded.

In our opinion, the enactment of acts or decreeganteeing immunity from seizure in all
European countries is an essential step towardgdting temporary exhibitions.

C Possible actions on the European level

C1 Establishing an indemnity scheme in every Euro country

The potential offered by the system of state indgnmsthemes cannot be fully utilised unless
the cultural authorities in each country acceptgharantees offered by the others. Museums
would be more likely to accept and use state indessnif their governments took a lead in
this direction.

Comparative analysis has shown that, in countriéls avstate indemnity system, the average
number of claims against this provision, by courdnd by year, is six. The most frequent
users of the system are Finland, Sweden and thedJKingdom.

In more than twenty years of existence, the indgmsthemes offered by the United States
and the United Kingdom have never been requiredotger any but minor claims, while
France’s scheme, which has been in place for tamsydas never had a single claim against
it. In the Netherlands there has never been aesicage in which compensation has had to be
paid. Finland has only recorded one case since.1B8® risk of such a mechanism to the
public purse, therefore, seems minimal. To coreethis with the question of security and
with the facilities reports mentioned above, thigiimial incidence of damage is largely the
consequence of the safety and security of exhibitienues, which means that the
standardisation of facilities reports proposedieadould be a powerful instrument for the
expansion of state indemnity schemes, since cosntrielld be more inclined to enact such a
system if they were assured that its impact orr firinces would be limited.

This is, in our opinion, an opportune time to recaanohthat all the members of the European
Union set up state indemnity schemes. This wouldchjiesignificant economies to be made in
relation to the organisation of exhibitions, andudoencourage loans of works of art within
the Union. But the differences that exist betweatiomal systems sometimes make it difficult
for lenders from one country to accept the scheffexenl by another. In order to revitalise
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this situation, Member States could try to achiezgne convergence in the terms and
conditions of their indemnity systems, or at lestgmpt to define the terms and conditions of
the minimum indemnity they undertake to providendtessary, they could be encouraged to
do so by the European Union, perhaps through anmemmdation or a set of guidelines or a
code of practice. In the long term, such convergewould mean that no Member State
would, as a lender, reject the indemnity schemereff by another. Alongside of convergence
of the conditions of state indemnity schemes, iulMoalso be sensible for countries to
exchange information about the mechanisms in diaicthe payment of compensation when
required. Museums would be more inclined to acatate indemnities if they knew more
about the practical aspects of compensation (proesdjurisdiction, budget).

In our opinion, if we are to remain within the $pof Article 151 of the Treaty on European
Union, the wisest and most urgent measure at préséor all European countries to set up
and adopt a national state indemnity scheme.

C2 Recommendations to Member States

The Community has the right to put forward recomnagiods to the Member States, whether
as alternatives or additions to their national megg. It should, however, be pointed out that
Member States can also act upon their own inigatiith regard to the points set out below,
without requiring a recommendation from the Europédaion.

I. Non-insurance

In several countries, non-insurance mechanisms fustered co-operation among museums
belonging to public authorities.

This system could be extended to and applied onEtlmepean level. With the object of
promoting the movement of works of art within Eueppnuseums and public institutions in
different countries could be encouraged to concleggprocal agreements to waive the
coverage of certain risks. For example, in the adsdamage, they could cover restoration
costs only and waive depreciation, and/or not imsuorks while they were at the exhibition
venue. Since agreements of this kind are baseaunfidence and equity, they could only be
concluded between structures offering a similarrele@f protection for the works in their
charge and engaging in exchanges of similar impoean both directions. But even if such
agreements were limited in number, the very fadheir conclusion would be of tremendous
symbolic importance.

II. Abandonment of obligatory insurance practicgghe lender

One specific problem that has to be addressed dtemsthe fact that some lenders demand
that the works of art they lend be insured by tlosn ordinary insurer. This creates a legal
problem when the borrower is a public institutiarbject to the rules of public procurement.
In addition, the exclusivity enjoyed by the lendemsurer limits the borrower’s ability to
negotiate an insurance premium, which leads to betemt premiums, while lenders
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frequently refuse a state indemnity scheme on attaofuthe exclusivity granted to their own
insurers. This type of system should, thereforejibeouraged.

lll. Moderation agreement

Another point that museums should be encouragethitdk about in connection with the
movement of works of art has to do with how these \alued for insurance purposes. It
would be sensible to set up moderation agreemesfgcially between public institutions.
Since these institutions pursue objectives thatpateimonial rather than commercial, they
should be willing to accept that insurance valuesiot have to keep pace with developments
on the art market. Nor would moderation agreembeatgfit only museums not covered by a
state indemnity scheme, since even those that eootten refused coverage under such
schemes because of excessively high valuations.

State indemnity schemes are therefore only viablender and borrower agree to refuse
overestimations. The part played by the lenderhis tase is extremely important, for it
cannot be denied that state indemnities can tetidet@pposite result: if the check of a high
insurance premium is removed, lenders may see stimggion as the only means of securing
liability. The lender's confidence in the condit®onn which the works of art will be
transported and exhibited is therefore the printamydition for any moderation of insurance
valuations.

C3 European indemnity

It would be sensible to set up a European indensaheme, which would be of considerable
assistance in helping the new members of the Earopgnion take their place on the

international exhibitions circuit. Such a systenmuldoencourage them to organise exhibitions,
even though at the moment they hesitate to set sfata indemnity scheme. We must not,
however, underestimate the difficulties of suchr@get. First of all, the indemnity system is

a priori incompatible with the way the EC budgeeiates. The EC budget is voted annually,
and has to balance (total income has to be the sanmtal expenditure). The sums included
in the budget for any given year are supposed fadmged during the course of that year.

Allowing for this reservation, a European stateeimaity system could, in theory at least, be
organised in one of two ways: either in the formaofund available to national indemnity
schemes for reinsurance, or in the form of a whalllonomous system.

In the first case, the Community budget could funetiasurance mechanism endorsing the
national indemnity schemes of its members. Assurthiagjthe national mechanism of one of
these countries was called into action, the Commumiinsurance fund would cover all or

part of the compensation, according to the detdithe specific scheme. A fund of this type
would be risky, in that it could encourage stateschange the terms of their existing

indemnity schemes to take advantage of the Europgstem. In this way the Community

could see itself accused of influencing nationdtural policy, which would be against the

(simple) “encouragement” specified in Article 15paragraph 2, of the TEC. Such a
mechanism would therefore have to be carefully tmeid in order to avoid this criticism.
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In the second case, an autonomous Community indgragstem could be set up, which

would make up for the absence of a state indenimitertain countries or offset the deficits

of existing national systems. This indemnity wouwlperate on the level of the European
Union as a whole, in a variety of ways: reinsuraotstate indemnities above a certain sum,
coverage of deductibles in certain indemnities,uiaace of long-term loans between
European museums ...

However, the institution of a supplementary inddasr@ntails the risk of creating a new
bureaucracy in addition to those that already ekis$etting up such a system, therefore, care
must be taken to make use of existing structunesortler to minimise the administrative
burden, it would seem sensible, at first glance,nfegotiating partners within participating
museums to retain their administrative role onléwel of the Member States and to consult
the competent Community institutions in the framewafrthe indemnity procedure.

C4 Community budget support for the organisation ofEuropean exhibitions

To help new members join the exhibition circuitlested exhibition projects could well
receive European Community funding during a transitigperiod, as is already the case with
the Culture 2000 programrife One of the criteria for such budget support wdagdhat each
project be hosted by a new Member State. Budggbastizould be usefully allocated to
covering insurance costs, which represent an destathe inclusion of these countries in the
major exhibitions circuit.

It is apparent from this survey that the questibthe cost of insuring works of art is crucial
to any consideration of the circulation of works at in Europe. The development and
reinforcement of state indemnity mechanisms seeniseta very effective way to improve
this movement for the general purpose of advantiegbroadest possible knowledge and
dissemination of Europe’s shared cultural heritegech support would have to take into
account the provisions of Article 151 of the Treatshich allows the Community to act by
recommendation, through budgetary support or with dfeation of a European indemnity
system to complement national schemes.

This study also shows that state indemnity mechasisannot be considered in isolation, and
that they can only operate in a favourable contleat will ensure lender acceptation. State
indemnity systems, it is fair to say, rest on acgdionds of confidence: the confidence of the
guarantor state in the security of the facilities @ractices of the beneficiary institutions; the
confidence of the lenders in these same institatfonthe same reasons; the confidence of the
lenders in the solvency of the guarantor state #wed simplicity of their administrative
procedures in case of claim. The question of tearsy of the works of art is thus central and
fundamental to the debate on state indemnitiess Thiwhy we recommend that the
Community take action in this domain as well, foisibne of the principal elements that will
determine the success or failure of any effortd thay be deployed in relation to state
indemnities themselves.

50 European Council and Parliament Decision n° 508J20E, 14 February 2000, establishing the Cult@@02
programme. Official Journal of the European ComrtiesiL 63, 10/3/2000.
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It is now up to the institutions of the Europeanidinto study these observations and
conclusions, and to draw whatever lessons they fimaly useful for cultural development
within Europe.



