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Item 5 of the provisional agenda

Authorization for the conclusion of an agreement beveen the United Nations
Economic Commission for Europe and International Rad Transport Union

Draft agreement between the United Nations Econaio
Commission for Europe and International Road Transprt
Union

Note by the secretariat

1. At its forty-ninth session, the Committee wafoimed of ongoing consultations

between UNECE and IRU with regard to a new UNECE-i&reement which should be
concluded pursuant to the authorization grantdiRtdto centrally print and distribute TIR

Carnets and to organize the effective functionifighe guarantee system for the period
2011-2013 (ECE/TRANS/WP.30/AC.2/101, para. 19). T@emmittee requested the
secretariat and IRU to speed up this activity withview to presenting a draft new
agreement for approval at the present session (BHRANS/WP.30/AC.2/101, para. 20).

2. In this context, the Administrative Committeeymeish to approve the draft text for
the revised Agreement between the UNECE and the dRWet out in the anndg this
document and mandate the UNECE secretariat to thignAgreement with the IRU on
behalf of the TIR Administrative Committee. Commhréo the previous 2008-2010
UNECE-IRU Agreement, the revised agreement intredugnly minor editorial changes
which are marked withtalics and-strikethrough

* The present document replaces document ECE/TRANPS30/AC.2/2010/2 which has
been announced in the provisional agenda.
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Annex

Draft agreement between United Nations Economic
Commission for Europe and International Road Transprt
Union for the period 2008-t6-201®011 to 2013 (inclusive)



ECE/TRANS/WP.30/AC.2/2007/14/Rev.1

l. Whereas the amendments to the Customs Conventidhe International Transport
of Goods Under Cover of TIR Carnets of 1975 (“th&® Tonvention”), adopted by the
Administrative Committee for the TIR Convention @975 (“the TIR Administrative
Committee”) at its twenty-third session (Genevaa®@ 27 June 1997) which entered into
force on 17 February 1999, provide for the esthbiisnt of a TIR Executive Board (“the
TIREXB") and a TIR secretariat;

I. Whereas the establishment of the TIRExB and TR secretariat is aimed at
strengthening cooperation among national Custoni®aties in the application of the TIR
Convention and between Customs authorities, ndtiagsociations and an international
organization referred to in Article 6 of the TIR @@ntion (“international organization”);

lll.  Whereas the TIR Convention stipulates that THREXB, as a subsidiary body of the
TIR Administrative Committee, shall inter alisupervise the application of the TIR
Convention, including the operation of the guararggstem and supervise the centralized
printing and distribution of TIR Carnets, which md&e performed by an agreed
international organization;

IV.  Whereas the TIR Convention provides for theafining of the TIRExB and the TIR
secretariat - until such time as alternative sauafefunding are obtained through-fa-levy
on—each—THRcarnétlan amount per TIR carnet distributed by the international
organization; the amount per TIR Carnet-ftheJ@and the procedure to implement the
financing of the operation of the TIRExB and thé&RTdecretariat shall be approved by the
TIR Administrative Committee;

IIR—G&met&dﬁtnbeteGIa) the budget of the TIRExB and TIR secretarlaapqsroved by
the TIR Administrative Committee and (b) the forgtoaf the number of TIR Carnets to be
distributed as established by an international miggdion;

VI.  Whereas the total amount required to finanee aperation of the TIRExB and the
TIR secretariat and to be transferred each yedindinternational organizatiodRY to the
TIR Trust Fund established by the UNECE for thispmse shall be approved by the TIR
Administrative Committee;

VII.  Whereas in accordance with Explanatory Not& Zhis2 of the TIR Convention, the
authorization granted in accordance with Articl@hbs shall be reflected in a written
agreement between the UNECE and the internatiorganization. The agreement shall
stipulate that the international organization sHalfil the relevant provisions of the
Convention, shall respect the competencies of thetr@cting Parties to the Convention
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and shall comply with the decisions of the Admirgistve Committee and the requests of
the TIR Executive Board. By signing the agreemthd,international organization confirms

that it accepts the responsibilities imposed byatthorization. The agreement shall also
apply to the responsibilities of the internationaganization set out in Annex 8, Article 10

(b), in case the centralized printing and distiitnutof TIR Carnets is performed by the

above-noted international organization. The Agre#mshall be adopted by the

Administrative Committee;

VIIl. Whereas the TIR Administrative Committee #tfiftieth forty-fourth session (3027
September 2010—20D7approved the present agreement and mandated MECH
secretariat to conclude the final Agreement;

IX. Whereas, in accordance with Article 6.2bié the TIR Convention, the TIR
Administrative Committee has authorized théernational Road Transport UnioiRU),
for the period 02011-201320082010inclusive, as an international organization teetak
responsibility for the effective organization anthétioning of an international guarantee
system and the IRU has accepted these respornsibitind, in accordance with Annex 8,
Article 10 (b) of the TIR Convention, to centraflyint and distribute TIR Carnets;

Now therefore, the UNECE secretariat, mandated by astihg on behalf of the TIR
Administrative Committee, and the IRU (“partiesgueagreedthat:

1. Without prejudice to the provisions of the TIRr@ention, in particular to Article
6.2bisand Explanatory Note 0.6.2b#sthereto, the IRU, taking into account and inltgbt
of the above preambles, accepts to:

» Provide the Contracting Parties of the TIR Conwantiia the national associations
affiliated to the IRU with certified copies of tlggobal guarantee contract and proof
of guarantee coverage;

» Provide the competefiiodiesof the TIR Convention with information on the rsile
and procedures set out for the issue of TIR Calmetsational associations;

» Provide the competemtodiesof the TIR Convention, on a yearly basis, withtglb
data of claims lodged, paid and pending;

» Provide the competetiodiesof the TIR Convention with timely and well founded
information on trends in the number of non-termiafTIR operations, claims
lodged or pending that might give rise to concewith regard to the proper
functioning of the TIR system or that could leaddifficulties for the continued
operation of its guarantee system;

» Provide the competertiodiesof the TIR Convention with statistical data on the
number of TIR Carnets distributed to each ContngcRarty;

* Provide, at the request of the TIRExB, full and ptete information on the
functioning of the TIR system, provided such requdses not infringe legislation
concerning confidentiality and/or data protectiongase such information cannot be
given, IRU will specify the legal provisions or ethreasons prohibiting the
exchange of information;

» Provide the TIREXB with details of the distributiprice by the IRU of each type of
TIR Carnet;

» Take all reasonable steps to reduce the risk dfitesigiting TIR Carnets;

» Take the appropriate corrective action in casesevfaults or deficiencies with the
TIR Carnet have been detected;
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e Fully participate in cases where the TIRExB is edllupon to facilitate the
settlement of disputes;

= Ensure that any problem involving fraudulent atiéa or other difficulties, with
regard to the application of the TIR Convention,irsmediately brought to the
attention of the TIREXB;

* In accordance with Annex 10 of the TIR Conventianacontrol system for TIR
Carnets, manage the IRU SafeTIR system with ndtignaranteeing associations
affiliated to the IRU and the Customs authoritiesl do inform the Contracting
Parties and the competelbbdiesof the TIR Convention of significant problems
encountered in the system;

» Provide the competemiodiesof the TIR Convention with statistics and datatioa
performances of Contracting Parties with regarthéolRU SafeTIR system;

e Seek continuously to enhance the IRU SafeTIR systerarder to improve its
efficiency as a risk management and anti-fraud; tool

» Be available for meetings with the TIREXB, the THecretary, the TIR secretariat
and other key organizations, active in the field bR;

 Offer its good offices and experiences to suppuetttaining of interested parties,
e.g. national associations.

2. The IRU shall transfer the amount due under dgieement, in its entirety, by 15
November each year to the TIR Trust Fund, estaddidby the UNECE for this purpose.
Particulars concerning-fthelevyper FIR-Carnet-tmeltransfer—of] the amount due per
year are contained in Annex 1 to this agreememt;cbst plan per year is contained in
Annex 2. Particulars concerning the administratibthe fund are contained in Annex 3 to
this agreement. Annex 4 provides steps, procecandgelated timeline. Annex 5 provides
requirements for an external audit of the IRU actslkept for the invoicing and advance
transfer of the money required to finance the dapmraof the TIRExB and the TIR
secretariat. Annex 1 and Annex 2 will be adjustachn annual basis through an exchange
of letters between the UNECE and the IRU, in acancé with the relevant decisions of the
TIR Administrative Committee.

3. This agreement supersedes all previous agresnsigmed between the United
Nations Economic Commission for Europe (UNECE) #raInternational Road Transport
Union (IRV).

4, This agreement shall enter into force on 1 JgnR@l12008and, unless renewed
by written agreement of the parties, shall remaiforce until 31 Decembe0132010in
accordance with the mandate given by the TIR Adsiriative Committee. Annex, Annex
2, Annex 3 Annex 4and_Annex Jorm an integral part of this agreement.

5. The parties shall amend or renew the agreenmeatd¢ordance with the relevant
decisions of the TIR Administrative Committee ay af its meetings, but in any case not
later than at its first meeting in the yez013201Q If amendment proposals to the TIR
Convention enter into force during the 3-year pgestarting 1 Januar30112008or before
with an outcome that has a material impact on thglementation of the agreement, the
agreement shall be amended accordingly. The Annexdhe agreement shall also be
amended in case the financing of the TIREXB andTiliesecretariat are taken over in full
or partly by the Regular Budget of the United Nasi@r alternative sources.
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6.1. In the event that one of the parties has agsan for considering that the
circumstances for the continuation of the agreerhemt changed in comparison to those
that appertained at the time of conclusion of #gseement, the parties shall seek to find a
mutually acceptable adaptation of the agreementer@/lit proves to be not possible to
reach mutual agreement to adapt this agreemehérgiarty may unilaterally terminate it,
provided it gives the other party not less than(8)xmonths written notice. In case the IRU
has not transferred the amount due under this agmeein its entirety by 15 November
each year, UNECE may consider this as IRU’s intentd terminate the agreement in six
(6) months, despite the absence of any writtercadt that extent, invoking the application
of (6.2) of the agreement.

6.2. On the date of effective termination of thiseement under the conditions provided
under (6.1.) above, or upon expiration of the agwa#, the funds transferred by the IRU,
including accumulated reserves, will continue tohleéd by the UNECE. Upon request by
the UNECE, the IRU agrees to transfer any additidnads deemed necessary by the
UNECE to fully cover all expenditures relating tetcontinuation of the operation of the
TIR secretariat until the effective date of terntioa of the agreement.

7.1. Any dispute between the parties concerningrttexpretation or application of this
agreement shall, so far as possible be settle@ggtiation between them.

7.2.  Any such dispute between the parties, unletded by amicably under the
preceding paragraph within sixty (60) days afteengt by either Party of the other Party's
request for such amicable settlement, shall berregfeby either Party to arbitration in
accordance with the UNCITRAL Arbitration Rules thpartaining. The arbitral tribunal
shall have no authority to award punitive damaget® award interest. The arbitral award
shall contain a statement of the reasons on whighbased and shall be accepted by the
Parties as the final adjudication of the dispute.

8. The IRU understands and agrees that, for theggses of this agreement, UNECE is
acting pursuant to a mandate provided by, and dralbef, the TIR Administrative
Committee. Except for the receipt of the amountngferred by the IRU under this
agreement, UNECE shall have no obligation or ligbtbwards the IRU arising from this
agreement.

9. Nothing in or relating to this agreement shadl eemed a waiver, express or
implied, of any privileges or immunities of the ttkd Nations.

10. This agreement may be amended only by writggreament of both parties. Each
Party shall give full consideration to any propdsalamendment made by the other Party.

GEeNeva,.......covv i 20102007 GENEVA,....c.vueevneeinieenaeenn s, 20102007
Executive Secretary Secretary General

For the United Nations For the

Economic Commission for Europe International Rdeahsport Union
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Annex |

To the agreement between the United Nations Ecomac
Commission for Europe and the International Road
Transport Union

Fhe lRU-and the UNECE,

Whereas the TIR Administrative Committee, at fisieth forty-fourth session
(Geneva,30 2728 September2010 2007, has approved the present agreement and
mandated the UNECE to conclude the final agreene@®E/TRANS/WP.30/AC.2/04,
paras. ....);

Whereas the TIR Administrative Committee, at fisieth forty-fourth session
(Geneva 30 27-28 Septembel0102007) approved the budget proposal and the cost plan
for the TIRExB and the TIR secretariat for the y2ai1l2008as contained in document
ECE/TRANS/WP.30/AC.2010/12(ECE/TRANS/WP.30/AC.2I04, para. ...);

Referring to the consultations that had been hétd the IRU on the number of TIR
Carnets estimated to be distributed2idl1l 2008 and the procedure for collection of an
amount per TIR Carnet for the ye20112008{referred to Annex 8 Article 13 of the TIR
Conventionr¥;

Now therefore, the IRU and the UNECE agree as\lo

1. The IRU shall transfer an amount of US8%9,000 (nine-hundred-and-fifty-nine-
thousand) covering the operation of the TIREXB and the BHeretariat for the ye@011
2008 as described in Annex 2 the TIR Trust Fund established by the UNECEtfis
purpose.

2. The amount of US$59,000is a result of the estimated budget for the TIRExi8l
the TIR secretariat for the yedf11 2008 amounting to US$,474,800 (i.e., Cost Plan
US$1,305,100plus operating cash reserve UB¥,700 minus the positive balance of the
budget for the TIREXB and the TIR secretariat fa year20102007which is estimated to
amount to US$24,692

3. Since the accounts of the ye2010 2007 will only close on 31 Decembe&l010
2007, complete and final financial statements showhefunds received and expended for
the TIRExB and the TIR secretariat 20102007, in line with the internal and external
auditing procedures of the United Nations, willyoblke available in the second quarter of
20112008 Any difference between the estimated and theahetxpenditures i20102007
will be credited to or deducted from the relevamtidpet for the following year.

4, The funds due for the ye20112008under this Annex shall be transferred not later
than 15 Novembe?0102067in US dollars to the UN Geneva General Fund, Aatdp
485001802 with the J.P. Morgan Chase Bank, New Ylotkrnational Agencies Banking,
1166 Avenue of the Americas, 17th floor, New YofkY., 10036-2708 USA, ABA
021000021 (US Banking Code), swift code CHASUS3&c#ying: “Credit A/C ZLB —
TIR Project” or other bank account which shall bemeunicated in writing by the
UNECE.
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Annex Il

Cost plan for the year2011 2008

Approved by the TIR Administrative Committee on 30 28 September
2010 2007

Programme: TIR Executive Board (TIRExB) and TIR secretariat

Title of Trust Fund: “Transport International Rou tier - TIR”;
Account No.: ZL-RER-8001.

Object of expenditure Amount (in US$)
Project Personnel 919'100
Administrative Support Personnel 228'000
Consultants fees and travel 30'000
Travel on official business 40'000
Travel of experts 30'000
Staff Training 15'000
Office automation & equipment 20'000
Operation and maintenance of equipment 2'000
External contractual services 20'000
General operating expenses 1'000
Total estimated direct expenditures 1'305'100
Programme support (13% of Total expenditures) 169'700
Grand Total 1'474'800

TIR Trust Fund resource requirements for the year2011

Project Personnel US$ 919,100

The proposed amount under this object of experdigiintended to cover the salary and
related cosfsfor one year of five experts on fixed-term appwiehts: one Customs expert,

one Legal officer, one Project Management expedttam Computer Information System

experts. It also includes provisions for a shomrat@xpert to assist in the development of
mandated IT projects.

Administrative Support Personnel US$ 228,000

The proposed amount under this object of experdigiintended to cover the salary and
related cosfsof two administrative support staff for one year.

" In line with the United Nations Staff regulatiomsd Rules.
8 In line with the United Nations Staff regulatiomsd Rules.
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Consultant fees and travels US$ 30,000

The proposed amount under this object of experditsirintended to cover consultancy
costs for a security audit to test the level ofusitg of the Internet applications developed
within the secretariat: ITDBonline+ project.

Travel on official business US$ 40,000

The proposed amount under this object of experaigiintended to cover the travel cost of
Project Staff and the TIR Secretary.

Travel of experts US$ 30,000

The proposed amount under this object of experalitsirintended to cover DSA for the

nine members of the TIRExXB for meetings held in &enand outside Geneva.

Staff Training US$ 15,000

The proposed amount under this object of experalitimtended to cover training costs of
the TIR secretariat staff.

Office automation & equipment US$ 20,000

The proposed amount under this object of expersituintended to cover the acquisition
and replacement of relevant electronic and commftere equipment (PCs, printers, copy
machine, fax, office furniture, etc.), includingtadase hard and software systems.

Operation and maintenance of equipment US$ 2,000
The proposed amount under this object of experalitimtended to cover the cost of repair
and maintenance of office and computer equipmeBs(Printers, copy machine, fax, etc.).

External contractual services US$ 20,000

The proposed amount under this object of experalitsirintended to cover expenses for
meeting rooms, interpretations, translations, eeterprinting of training materials,
hospitality, telephone/fax, miscellaneous expensés, related to one TIR Seminar and
one TIRExB meetings organized outside the UN presiis

General operating expenses US$ 1,000

The proposed amount under this object of experditsirto provide for communication
costs (i.e. postage, fax, long distance calls,mmath) and other miscellaneous expenses.
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Local Technical Cooperation Trust Fund
Transport international routier - TIR
Fund Statement (US Dollars)

(1) 2011 Projected Expenditures:
2011 Estimated direct expenditures
13 % Programme Support Cost
15% Operating Cash Reserve (US$1,305,100 X 15%)

2011 Estimated projected requirements (rourided)

Estimated Funds Available at 31 December 2010::

Actual fund balance at 31 December 2809 1773808
2010 Contribution received in 2009 700 000
Total funds as at 31 December 20%0 2473 808

Less:(The following estimates are inclusive of 1B%6gramme Support Cost)

2010 Estimated projected expenditures 1150108
Provision for Installation and Separation Costs 307 100 1762 208
Provision for early termination UNECE/IRU Agreeméfurwarded year-to-year) 305 000

(2) Total estimated available balance as at 31 Decemb2@10 for 2011 operations

(3) Estimated Funds to be transferred for 2011 operatio [(1)-(2)] (rounded)

Note 1:

Note 2:
Note 3:

The Operating Cash Reserve will be used to compiethe provision for separation costs in case
of closure of the TIR secretariat.

See document ECE/TRANS/WP.30/AC.2/2010/10.

Source: UNOG Financial statements.

1 305 100
169 700
195 800

1670 600

711 600

959 000

T'A2d/¥T/L002/2"DV/0E dM/SNVYHL/303
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Annex llI

To agreement between United Nations Economic
Commission for Europe and International Road Transrt
Union

Administration of the TIR Trust Fund

Programme: TIR Executive Board (TIRExB) and TIR secretariat

1. The TIR Trust Fund (“Fund”) has been createfirtance the operation of the TIR
Executive Board and the TIR secretariat (“prografime

2. The TIR Trust Fund and activities financed tlylothe Fund shall be administered
by the UNECE in accordance with the applicable &thiNations financial regulations,

rules and directives. Accordingly, personnel staffall be engaged and managed;
equipment, supplies and services purchased; anacts entered into, all in accordance
with the provisions of such financial regulationdes and directives.

3. The UNECE will charge the above programme anune@qual to 13 per cent
(thirteen per cent) of the Fund’s actual expendgun order to assist in the defrayment of
administration costs and other expenses incurredhbyUnited Nations (“programme
support costs”). The UNECE will also charge an amtagual to 1 per cent (one per cent)
of the remuneration or net salary of the staff geglaby the UNECE in this programme to
cover any claims for service-incurred death, injoryliness.

4, The United Nations regulations and rules alspiire provision of an operating cash
reserve of 15 per cent (fifteen per cent) of th@retted programme’s annual expenditures.
This operating cash reserve, which shall be maiathiduring the duration of the
programme, shall be used to cover exchange rattufitions, any shortfalls and final
expenditures under the Fund, including any liab#git

5. The UNECE will submit an annual report to theRTAdministrative Committee.
The report shall include a financial statement shgwhe funds received and expended. As
for all United Nations trust funds, the TIR Trustirfd shall be exclusively subject to
auditing procedures laid down in the financial dagons, rules and directives of the
United Nations. As such, it shall be audited actmwydo the schedule set by the United
Nations Board of Auditors.

6. For each and every calendar year, betwa@til-201320082019 the IRU shall
request an independent external auditor (appoimyettie IRU General Assembly) to audit
the accounts kept for the invoicing and advancestea of the money required for the
operation of the programme. After the selectioe, ékternal auditor shall request from the
UNECE secretariat a copy of the “guidelines andngeiof reference for external audit”
(Annex 5).

7. The 2011-201320082010 UNECE-IRU Agreement and its annexes provide the
necessary guidance, methods, requirements and tegpeatcomes of such audit (Annex
5). Annex 4 provides the steps, procedures anderklimeline for the financing of the
operation of the TIRExB and TIR secretariat.

8. To begin fulfilling the mandatory audit requirents, the IRU shall annually draw
up a written agreement (“engagement letter”) whie external auditor, stipulating the
objectives and scope of the audit, the extent efahditor’s responsibilities, and the form

11
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and timing of audit reports to be issued. The eagamnt letter shall explicitly refer to the
“guidelines and terms of reference for externaliifédnnex 5). The “guidelines and terms
of reference for external audit” shall be providadthe UNECE secretariat to the auditor,
upon the auditor’s request, through an exchandettefs.

9. The engagement letter shall explicitly stipulatelusion of the following in the
audit report:

0] detailed explanations of IRU internal controlger TIR Carnet distribution to
national associations, including invoicing, defiifinancial terms applied in the TIR
Carnet distribution such as the amount invoicedTpBr Carnet, the total amount invoiced,
the number of TIR Carnets distributed and finangér, and

(i)  an explanation of the audit tests applied;
10. The engagement letter is subject to acceptaytiee UNECE secretariat.

11.  After the end of each and every calendar yesiween2011 and 20132008-and
2019 the external auditor shall submit to the UNECEretariat, based on the engagement
letter for the calendar year just ended, the foilhmw

(@) acopy of the Audit Report containing a clegoression of opinion based on
review and assessment of the conclusions drawn &adence obtained by the auditor in
the course of the audit; and

(b)  a copy of the Management Letter providing eitie unqualified or qualified
opinion of the auditor.
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Annex IV

To agreement between United Nations Economic
Commission for Europe and International Road Transprt
Union

The financing of the operation of the TIRExB and TR secretariat: steps, procedures
and related timeline

Approved by the TIR Administrative Committee at its forty-third session
(ECE/TRANS/WP.30/AC.2/89, paragraph 38)

The financing of the operation of the TIRExB andRTdecretariat includes the following
steps and procedures as well as related timeline:

1. The UNECE secretariat prepares a budget profastiie operation of the TIRExB
and TIR secretariat based on activity based budgetiinciples (August);

2. The TIREXB establishes the budget proposal 3elper);

3. The UNECE secretariat prepares a document cemgrithe budget proposal
established by the TIRExB for approval by the TIRdministrative Committee
(September);

4. The UNECE secretariat informs the IRU of the gridoroposal and the net amount
to be transferred and requests the IRU to provideperational forecast of the number of
TIR Carnets it expects to distribute in the fortimiog year (September);

5. The IRU provides the TIR Administrative Commgtteith its forecast of the number
of TIR Carnets it expects to distribute in the fimaming year and its internal calculation
concerning the amount per TIR Carnets [referred to in Annex 8, Article 13.1]

9 (September-October);

6. The TIR Administrative Committee approves theldget and the net amount to be
transferred by the IRU, and takes note of the faseestablished by the IRU. The TIR
Administrative Committee also approves the amouwet PIR Carnet-gs referred to in
Annex 8, Article 13.2f, calculated by the UNECE secretariat on the bafstee forecast
provided by the IRU (September-October);

7. The IRU transfers the net amount approved byrtReAdministrative Committee to
the UNECE named bank account (15 November);

8. The IRU maintains a separate account detailimg number of TIR Carnets
distributed and the related amoustsf¢rred to in Annex 8, Article 13-%]received,;

9. The IRU independent external auditor producesaadit certificate providing an
opinion of the above-mentioned account for the jyi@aguestion showing the amount
transferred and the total amount actually invoi¢EsiJanuary);

10. The difference between the two amounts wildneebe adjusted a posteriori;

13
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11. On the basis of the above-mentioned auditfatie, if there is excess (i.e. more

was invoiced than initially transferred), the TIRIAinistrative Committee, at its spring

session, will be informed and the IRU shall transfie excess to the UNECE named bank
account (before 15 March). This amount will be eeféd in the UNECE account to be
taken into account for the next budget year;

12.  On the basis of the above-mentioned auditfiate, if there is a deficit (i.e. less
was invoiced than initially transferred), the TIRIAinistrative Committee, at its spring
session, and on the proposal of the IRU, shall @mpthe appropriate action, which shall
be either:

(@) arecalculation of the amount per TIR Carnetefrred to in Annex 8, Article
13.1% or

(b)  the deficit will be recorded in the IRU accoueterred to above and shall, on
the basis of a proposal from the IRU as endorseithéy IR Administrative Committee, be
subsequently adjusted;

13. These arrangements shall be subject to theuating controls and audits as
foreseen in Annex 3 of the UNECE/IRU Agreement;

14.  UNECE shall provide full transparency concegrime TIR funds accumulated;

15. The above described procedures are consideredmply with general audit and
accounting standards and the requirements for geaeacy and accountability by
Contracting Parties.
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Annex V

To agreement between United Nations Economic
Commission for Europe and International Road Transprt
Union

Guidelines and Terms of Reference for external autibf IRU accounts used for the
invoicing and the advance transfer of the money ragred to finance the operation of
the TIRExB and TIR secretariat

Introduction:

This Annex is a revised and updated version of@Ggdelines and Terms of Reference for
External Audit” document dated 7 December 2005, ctvhiwas created to begin

implementing recommendations of the United NatiBoard of Auditors. All requirements

contained in the document of 7 December 2005 haea lbetained in this Annex while the
additional requirements only relate to recommeioaatiof the Office of Internal Oversight
Services (OIOS) contained in the “Scope of Exteruadlit” and “Terms of engagement”

sections.

In January 2005, the UN Board of Auditors carried an UNECE audit. The audit covered
the UNECE-IRU Agreement, for which the UN BoardAafditors, after consultations with

the UNECE and IRU, issued a management letter ($ B005). The management letter
contained a number of recommendations. Some ofgbhemmendations were aimed at
improving transparency of the financial aspectsh&®# UNECE-IRU Agreement and its
annexes.

In order to increase transparency, both the UNEG# I®U have agreed that the IRU
would engage an independent external auditor (¢ external auditor”). In this respect,
an agreement between the IRU and the IRU extewnndita is to be drawn up each year
stipulating the objectives and scope of an exteaudlit. This audit is to cover the IRU
accounts used to record the amounts transferredhentbtal amount invoiced to finance
the operation of the TIRExB and TIR secretariate TRU external auditor is to be
appointed by the IRU General Assembly.

The external audit is to be performed in accordawith International Standards on
Auditing (ISA). The audit is to result in an aud#port and a management letter, issued by
the IRU external auditor to the IRU with copiestsdinectly to the UNECE. In this context,
the IRU external auditor will communicate simultaosly with the UNECE and IRU.

This Annex provides the necessary binding requirdmand guidelines for the annual
issuance of an audit report and a management.l&iténis context, the document provides
guidance both to the IRU and the IRU external audit

Objective of the external audit:

The IRU’s external audit will provide reasonablswaance that:

« the financial reporting by the IRU concerning thee@unts kept by the IRU for
recording the money transferred and the total amaduowvoiced to finance the
operation of the TIRExB and TIR secretariat, theuténg balance as well as the
actual number of TIR Carnets distributed by the liRthe corresponding year gives
a true, accurate and fair representation of thenfiral affairs;
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« that the financial reporting has been prepared grtgmnd in accordance with the
relevant accounting and reporting techniques; and

« that it meets the requirements stipulated in theEQH-IRU Agreement and its
annexes.

Scope of the external audit:
The opinion expressed by the IRU External auditadlscover:
« the accounts kept by the IRU for recording theambunt transferred,;
« the actual number of TIR Carnets distributed bylRid in the corresponding year;

» the actual amounts invoiced to finance the opamath the TIRExB and TIR
secretariat; and

« the resulting balance.

The external audit will be conducted in accordamdth generally accepted auditing
standards, including the International Standardshoditing (in particular Standards 200
and 315) and will include the necessary audit 183t audit will necessarily analyze IRU
internal controls over TIR Carnet distribution tational associations, including invoicing,
defining financial terms applied in the TIR Cardéttribution such as the amount invoiced
per TIR Carnet, the total amount invoiced, andrtbmber of TIR Carnets distributed and
financial year.

The audit report will describe the obligationsloé iRU under the UNECE-IRU Agreement
and its annexes and should, generally, includectvirmation that the IRU external
auditor has obtained, in the course of the audituaderstanding of the accounting and
internal control systems in order to assess tluggaacy.

To do so, the IRU external auditor — within the geof the audit - will undertake, but not
necessarily limit itself to, the assessment of:

» the accounting records maintained, which normatigludes: a general ledger
accounting system; bank statements and reconailisiti

« the accounting records by which the actual distidvuof TIR Carnets is monitored;

 the accounting records, including reviewing contagicounts and trial balances
concerning the total amount invoiced. This shouidlude: the operation of a
separate interest bearing bank account and, ifsepirate identification of financial
transactions; appropriate disclosure and treatmentiscellaneous income receipts;
and

» compliance with the UNECE-IRU Agreement and itsex@s.

Responsibilities of the IRU and its external audor:

The management of the IRU is responsible for engutiat proper accounting records are
maintained to report on its obligations under tiMBCE-IRU Agreement and its annexes.

The IRU is responsible for making available to tR&J external auditor, as and when
required, all financial and accounting records asdl \as other relevant records and/or
related information necessary for the audit.

The responsibility for prevention and detectiorfrafid, error and non-compliance with the
UNECE-IRU Agreement and its annexes and the retguanvisions of the TIR Convention
rests with the IRU.
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The IRU external auditor has the responsibility report its own opinion on the
implementation by the IRU of the UNECE-IRU Agreernand its annexes.

The IRU external auditor has the responsibilityptan its audit so that it has a reasonable
expectation of detecting material misstatementin financial statements and accounting
records (including those resulting from fraud, e@onon-compliance).

In arriving at the opinion the IRU external audiierrequired to consider the following
issues and to report on any aspects with whichriot fully satisfied:

» whether proper accounting records have been keptaglequate information has
been received,;

» whether the financial information provided by tHeU is in agreement with the
accounting records and other relevant data;

« whether all the information and explanations whitie IRU external auditor
considers necessary for the purpose of the audé haen obtained;

» whether the information given to the IRU externadlidor by the IRU management
is consistent with the UNECE-IRU Agreement anditaexes.

In undertaking, and within the scope of, the autl#, IRU external auditor shall:

 obtain an understanding of the accounting andnaterontrols systems in order to
assess their adequacy as a basis for the prepaddtibe financial reporting of the
IRU and establish whether proper accounting rechasd® been maintained;

« carry out procedures designed to obtain sufficdmtit evidence, in accordance with
generally accepted auditing standards to determaite reasonable confidence
whether the financial reporting of the IRU is frfematerial misstatement;

» evaluate the financial reporting related to theafficial operations in order to
ascertain whether it has been prepared in accoedavith the UNECE-IRU
Agreement and its annexes and generally acceptediating standards;

» evaluate whether adequate internal controls relatedhe financial operations
covered by the scope of the audit are in placefametion effectively;

* issue a report containing a clear expression afiopion the financial reporting of
the IRU concerning the implementation of the UNERE} Agreement and its
annexes;

e issue a management letter either confirming its ualified opinion or
communicating any weaknesses in the accountingttadnternal control systems
identified during the audit;

» submit simultaneously to the UNECE and IRU the tueport and management
letter (together or separately)

Terms of engagement:

A written agreement will be drawn up between th& I&d its external auditor to ensure
that there is no misinterpretation or misunderstamaf the objectives and scope of the
external audit, of the extent of the auditor's mspbilities, or of the form and timing of

reports to be issued. Such an agreement is gendradwn as an “Engagement Letter”,
however, another form such as a contract may asacbeptable.

The engagement letter is to be prepared by the éRigrnal auditor for signature by the
IRU.

17
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The acceptance of the terms of engagement by thiepahall be documented in writing
prior to the commencement of the audit. While tktemnal auditor is to be engaged by the
IRU, the UNECE shall be involved in the establishingf the terms of engagement.

The Agreement between the IRU and the IRU exteandltor is also subject to acceptance
by the UNECE.

In order to establish the IRU’s responsibility ardsure the ability to subsequently
undertake an audit, the IRU external auditor shdaddengaged at the beginning of the
project period, not at the end.

The following elements should be included in thgaarement letter:
« the responsibilities of the IRU external auditor;
* the scope of the audit;

« provision of other services, if applicable;

the deadline for the submission of the audit repod of the management letter;

the audit fees;
e agreement of terms.

The engagement letter will also explicitly stipelatrovisions of the following in the audit
report:

 detailed explanations of IRU internal controls ovElR Carnet distribution to
national associations, including invoicing, defmifinancial terms applied in the
TIR Carnet distribution such as the amount invoiged TIR Carnet, the total
amount invoiced, the number of TIR Carnets distelduand financial year

 an explanation of the audit tests applied

The IRU and the IRU external auditor shall sign feeter of engagement/contract,
indicating mutual acceptance of the audit appointraed the terms of engagement.

Reporting requirements:

A deadline for submission of the audit report amel management letter shall be stipulated.
The language of the report and the management Eitauld be either English or French.
The audit report and management letter should deeaded to the IRU, with copies of the
report and of the management letter submitted tyremd simultaneously to the UNECE
by the external auditor.

The audit report should contain a clear expressfapinion — within the scope of the audit

- on the financial obligations of the IRU in retaiito the implementation of the UNECE-
IRU Agreement and its annexes and on any furthettemsarequired by the letter of
engagement. This opinion shall be based on a reai@an assessment of the conclusions
drawn from the evidence obtained in the coursénefaudit. The audit report shall contain
the following elements:

« a title identifying the organization to whom theoet is addressed;

 an introductory paragraph identifying the UNECE-IRIdreement and its annexes
audited,;

* a section dealing with the respective responsisliof the IRU and the IRU auditor;

the basis of the IRU auditor’s opinion;

the IRU auditor’s opinion on the audits carried;out
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« the signature of the IRU auditor and the date efahdit report.

External Auditor’s Opinions:

The IRU External Auditor’s report may include eithtan “Unqualified” or a “Qualified”
opinion.

An Unqualified Opinion is expressed when, in the auditors’ judgment, tinantial
reporting gives a true, accurate and fair represiemt of the financial affairs and has been
prepared in accordance with the relevant accoumtirgther requirements.

Sample auditor’s report — unqualified opinion

Auditor’s report to the IRU, copied to the Unitecatibns Economic Commission for
Europe (UNECE)

Final report for the operational period from
1 January 2006 to 31 December 2006

We have audited the financial information providég the IRU relative to the
implementation of the UNECE-IRU Agreement dateddddDer 2005 and its annexes, as of
and for the year ended December 31, 2006. Thigrnrdton is the responsibility of the
IRU. Our responsibility is to express an opiniontba financial information based on our
audit.

We conducted our audit in accordance with Inteomai Standards on Auditing. Those
standards require us plan and perform the audibhi@in reasonable assurance about
whether the financial information is free from m&kE misstatement. Our audit has
included examination, on a test basis, of evidesug@orting the financial information. Our
audit has also included assessing the accountingiples used and significant estimates
made by management as well as evaluating the dverasentation of the financial
information. We believe that our audit providegasonable basis for our opinion.

Opinion:

In our opinion, the financial information providety the IRU relative to the
implementation of the UNECE-IRU Agreement concegnihe accounts kept by the IRU
for recording the advance amount transferred, thassactually collected to finance the
operation of the TIRExB and TIR secretariat throtigh TIR Trust Fund according to the
decisions of the TIR Administrative Committee, tiesulting balance as well as the actual
number of TIR Carnets distributed by the IRU in ttoeresponding year present fairly, in
all material respects, the financial position rigkato the implementation of the UNECE-
IRU Agreement dated 6 October 2005 and its annaseat 31 December 2006 and the
results of operations and cash flows for the pettieth ended.

Furthermore, in our opinion, the transactions tieate been identified or tested as part of
our audit have, in all significant respects, bemmfl to be in accordance with the UNECE-
IRU Agreement dated 6 October 2005 as approvetidy IR Administrative Committee.

Signed:

Name of auditing firm:
Date:

A Qualified Opinion may be given if the External Auditor is not able dmpress an
unqualified opinion. This may be the result of was circumstances, which, in the auditors'
judgment, warrant a qualification. For example:
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« If all the evidence reasonably expected to be abhil has not been obtained or
evaluated, then a qualified opinion is given.

« If the possible effect is material or pervasivéhte financial statements and could, as
a whole, make them misleading, thefgaalified opinion: disclaimer”is given, i.e.,
"Because of the possible effect of the limitatidreevidence available to us we were
unable to form an opinion as to whether the finalngiatements give a true, accurate
and fair representation of the financial affair§"the effect isnot material then a
“qualified opinion: scope limitationfs given, i.e., "Except for ..., in our opinion the
financial statements give a true, accurate and rigiresentation of the financial
affairs”;

« If the auditors disagree with the accounting treattor disclosure of a matter in the
financial statements, and in their opinion the &ffif the disagreement is material or
pervasive to the financial statements, a descriptiball substantive factors giving
rise to the disagreement should be included inahéit report and dqualified
opinion; adverse”is given i.e., "In view of the effect of ..., in owpinion the
financial statements do not give a true, accurate fair representation of the
financial affairs". If the effect of the disagreeamhés not material, then dqualified
opinion; except for ... disagreemens’ given, i.e., Except for ..., in our opinion the
financial statements give a true, accurate and rigiresentation of the financial
affairs;

* In all cases, when a qualified opinion is given fiagtors leading to the qualification
must be included in the audit report.

Sample auditor’s report -- qualified opinion

No specimen is provided as the content of suchmnian will depend on the specific
situation in which it is issued.

Management Letter

In addition to the audit report, it is a normal gifee as part of the audit service to issue a
“management letter” either confirming the unquaelifi opinion of the auditor or
communicating any weaknesses in the accountingirgednal control systems identified
during the audit. The management letter will camtdie observations noted during the
course of the audit and provide constructive adwacel assistance in improving the
performance of the IRU’s operations, its intermattcols and accounting practices.

If serious weaknesses are identified, the UNECEldcaise this information to take
immediate remedial action in the framework of th&lECE-IRU Agreement and its
annexes.




