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REPORT

 AUTONUM  
The Second WIPO Audit Committee (hereinafter referred to as “the Audit Committee”) took place from July 5 to 7, 2006.  Present were Messrs. Khalil Issa Othman (Chair), Pieter Zevenbergen (Vice Chair), Geoffrey Drage, Gong Yalin, George Haddad, Akuetey Johnson, Akeem Babatunde Ajibola Oladele and Igor Shcherbak. 

 AUTONUM  
The Audit Committee met with the Director General and a number of his colleagues, and had a fruitful discussion on several issues of concern to the work of the Audit Committee.

AGENDA ITEM 1:  Adoption of the Agenda

 AUTONUM  
The Committee adopted the draft Agenda (Annex I).

AGENDA ITEM 2:  The New Construction Project

I.
Introduction

 AUTONUM  
The Audit Committee was provided with the following documents by the WIPO Secretariat:

· Progress Report on the New Construction Project, issued on June 22, 2006, by Mr. Philippe Petit, Chair, and Ms. Isabelle Boutillon, Secretary, of the Construction Committee;

· Charter for the New Construction Project, issued on June 19, 2006, by Mr. Philippe Petit, Chair, and Ms. Isabelle Boutillon, Secretary, of the Construction Committee.

 AUTONUM  
Further information and explanations were provided orally to the Audit Committee by Mr. Philippe Petit in the company of Ms. Isabelle Boutillon during the course of the meeting.

II.
Observations and Recommendations

II.1
Status of the Project
 AUTONUM  
In response to the recommendations set out in paragraph 7, WO/AC/1/2, the Audit Committee was informed that although FIPOI was unable to undertake an audit of the Project, oral confirmation had been obtained from the External Auditors that they would be able to do this work, including procuring the necessary quantity surveying and engineering expertise for this purpose.  The Audit Committee was informed that the External Auditors anticipated undertaking this work commencing in October 2006 with a view to reporting thereon in February 2007.  

 AUTONUM  
The Audit Committee accordingly requests to be advised by the Secretariat upon written confirmation being obtained from the External Auditors.  If this written confirmation is not forthcoming, the Audit Committee requests the Secretariat to advise it as to the basis and timetable to be adopted in its undertaking a limited tender for the selection of an independent firm to perform the construction project audit.

II.2
The Construction Charter
 AUTONUM  
The Audit Committee noted that whereas its recommendations under Paragraph 8 of WO/AC/1/2 had been taken into account by the Secretariat in the revised Charter v. 2006‑02, this version was no more than a working document, subject to further amendments on recommendations if any, of the Program and Budget Committee, FIPOI, and the “Pilot” when appointed.  The Audit Committee accordingly requests the Secretariat to advise it of any such recommendations made and consequential adjustments proposed to be made to the Charter.

 AUTONUM  
With regard to Annex XI (WIPO Procurement and Purchase General Principles, Framework and Procedures(, Section IX, Contracts paragraph 45(e), the Audit Committee requests clarification as to the basis of ensuring that compensation will be received by WIPO in the event that the Pilot or a contracting party fails, such as the provision by the Contracting Party of a bank guarantee or performance bond.

II.3
Internal Control Mechanism

 AUTONUM  
With regard to Paragraphs 9, 10 and 11 of WO/AC/1/2, the Audit Committee noted that at the time of its July 2006 meeting, neither a Director of Internal Audit had been appointed nor had an outsourcing arrangement been completed with the UN Office of Internal Oversight Services or equivalent body.  Accordingly, the Audit Committee requests from the Secretariat a clear timetable for the implementation of its recommendations.  (See also Agenda Item 5).

II.4
Convening of the Selection Board and Timetable

 AUTONUM  
The Audit Committee was informed that the Selection Board had convened on June 14, 2006, and pre-selected 11 firms as candidates for the role of Pilot and that Requests for Proposals from these firms would be issued immediately following the Program and Budget Committee Meeting on July 11 and 12, 2006.  The Audit Committee was further informed that it was expected that the Selection Board would re-convene in October 2006 to select the Pilot.  The Audit Committee requests the Secretariat to advise it of this date when confirmed.  It further requests that the timetable set out in Annex II incorporates (a( the schedule of external institutional meetings of WIPO, in particular, the meetings of the Audit Committee, the Program and Budget Committee and General Assemblies and (b( the expected timetable for the audit of the construction project as proposed by the External Auditors.

 AUTONUM  
Taking into account the recommendations made above, the Audit Committee advises the Secretariat to proceed with the Construction Project and provide the Audit Committee with a further progress report in time for its next meeting.

AGENDA ITEM 3:  The Desk-to-Desk Review

 AUTONUM  
The Audit Committee was provided with the following documents by the WIPO Secretariat:

· Revised Draft Terms of Reference for the Desk-to-Desk Assessment of Human Resource of WIPO, dated June 22, 2006;

· Document WO/PBC/10/1 Prov.:  Agenda for the Tenth Session of the Program and Budget Committee, Geneva, July 11 to 13, 2006;

· Document WO/PBC/10/3:  Progress Report on the Desk-to-Desk Project, prepared for the Tenth Session of the Program and Budget Committee, Geneva, July 11 to 13, 2006.

 AUTONUM  
The Audit Committee met with Mr. Francis Gurry, Deputy Director General, in his capacity as Chairman of the Internal Project Steering Committee (IPSC) entrusted with the task of overseeing the project at WIPO’s level.  It also met with Ms. Carlotta Graffigna, Executive Director and Controller, Mr. Juan Antonio Toledo Barraza, Director, Human Resources Management Department, and Ms. Chitra Narayanaswamy, Head, Special Projects Section, Office of the Controller and Internal Project Coordination.  The Audit Committee benefited from the clarifications provided to it regarding the Revised Draft Terms of Reference for the Desk-to-Desk exercise, as communicated to the Audit Committee on June 22, 2006.

 AUTONUM  
The Audit Committee noted with satisfaction that the Revised Terms of Reference reflected the thrust of its earlier observations and concluded as follows:

(a)
While recognizing the importance of the findings emanating from the Review for the purpose of preparing the 2008‑2009 biennial budget, the Audit Committee is of the opinion that of equal importance is the immediate objective of ascertaining whether the current staffing resources in terms of numbers, skills, competencies and grade levels are commensurate with the volume of work, nature of tasks and level of responsibility required to discharge the current program.  In the opinion of the Audit Committee, this objective is of direct relevance to the JIU recommendation since it would determine the extent to which the resources of the Organization are being utilized in a cost-effective manner and identify the corrective measures needed to enhance the efficiency and effectiveness of the Organization’s performance.  Such measures would constitute the frame of reference against which the staff resources needed to meet the strategic goals of WIPO could be assessed.  In this regard, the Audit Committee wishes to reiterate its earlier recommendation regarding the purpose of the Desk-to-Desk exercise, as contained in paragraph 19(h( with regard to different scenarios and 19(j( with regard to organization structure, of its Report (WO(AC(1(2(.  In the view of the Audit Committee, this purpose should be duly reflected in the revised Terms of Reference.

(b)
The Audit Committee noted that the Main Project Work Segments described in Annex IV to the Revised Terms of Reference provide a clearer picture of what is expected in terms of deliverables and believes that the presentation of the document could benefit from a better alignment between the Work Segments and the deliverables.

(c)
The Audit Committee is of the opinion that the timely success of the exercise very much depends on the extent to which the External Consultant is provided with the information needed in a prompt manner.  Accordingly, Annex V describing the Terms of Reference of the Internal Project Structure needs further clarifications regarding the authority and accountability of each segment, as well as the relationship between the various components appearing under A, B, C, D, and E of Annex V.  In the opinion of the Audit Committee, this could be reflected in a documented organigram of the internal structure, which should be provided to the External Consultant prior to initiating the project, along with a list defining the role and type of assistance that could be provided by the individuals appearing under the various components of the internal structure.  


(d(
In view of the related nature of the functions of the Internal Project Coordinator and Internal Project Core Team, and in order to avoid duplications of functions and better coordination of tasks, the Audit Committee is of the opinion that the role and responsibilities of the Internal Project Coordinator described in Annex V B, could be subsumed under the functions of the Internal Project Core Team in Annex V C.


(e(
With regard to the project timeframe set out in Annex III, the Audit Committee requests that the dates of meetings of the Program and Budget Committee, the Audit Committee and General Assemblies are inserted for reference purposes.

 AUTONUM  
Taking into account the views expressed under paragraph 15 above, the Audit Committee advises the Secretariat to proceed with the Desk-to-Desk Review and provide it with a further progress report in time for its next meeting.
AGENDA ITEM 4:  Methods of Work of the WIPO Audit Committee

 AUTONUM  
The Audit Committee at its first meeting had requested the Secretariat to consider the possibility for the Audit Committee to have an electronic document management system for a simplified secure access to the documents, with search capability and discussion forum, and to submit proposals at its next session.  In this connection, a presentation was made to the Audit Committee by Mr. Marco Pautasso, Senior Internal Auditor and Acting Director, assisted by Mr. Paulo Agostinho, Internet Systems Administrator, on a “web board” forum solution, which can be implemented rapidly using existing technology.

 AUTONUM  
The proposed Web Forum is an Internet application that would provide Audit Committee members with dedicated facilities for online discussion, exchange of information, comments and files, as well as easy access to documentation.  It would also provide basic security functionalities, with access limited to Audit Committee members and to the Senior Internal Auditor, who would act as the manager of the forum.  Further documentation and guidelines on this electronic forum would be provided shortly to Audit Committee members by the Secretariat.  The internet access for this forum is:  http://webforum.wipo.int(ac

 AUTONUM  
The Audit Committee decided that it should be implemented on a trial basis, and review its functionalities and appropriateness at their third meeting.

AGENDA ITEM 5:  Examination of document A/41/10 (“Proposal on the Establishment of a WIPO Audit Committee”)

 AUTONUM  
Under this Agenda Item, the Audit Committee decided to give preliminary consideration to the nature of the oversight bodies for WIPO.  

 AUTONUM  
The Audit Committee noted that, while the General Assemblies of WIPO Member States are the ultimate oversight body, WIPO benefits from other oversight bodies, which are accountable to Member States namely(  the External Auditors and the WIPO Audit Committee.  Within the WIPO Secretariat, the internal audit provides oversight services as stipulated in the WIPO Internal Audit Charter.  

(a)
External Audit
 AUTONUM  
The Audit Committee, on its own initiative, met with the External Auditor Mr. Kurt Grüter, Director of the Federal Audit Office of the Swiss Confederation, who briefed the Audit Committee on his mandate and audit methodology.

 AUTONUM  
Among the issues discussed and to be further reviewed were:

· auditing standards;

· cooperation and coordination between the two oversight bodies, respecting each others independence;

· WIPO Financial Regulations (1992) and the need for them to be reviewed and updated;

· Relationships with internal audit and the overdue need to strengthen it.

(b)
Internal Audit
 AUTONUM  
The Audit Committee was apprised by Mr. Marco Pautasso and confirmed by other WIPO officials of the present status for recruitment and strengthening of internal audit.  The recruitment of the Head of Internal Audit is in its final stages. 

 AUTONUM  
The Audit Committee was given to understand that the recruitment of an internal auditor and an internal investigator was not completed.  In view of the above and taking into consideration observations made by the External Auditors, the Joint Inspection Unit and the Audit Committee itself, it has become extremely important and vital for the WIPO Secretariat to hasten the process of strengthening the internal oversight system.  

 AUTONUM  
Therefore the Audit Committee recommends that the recruitment of the Head of Internal Audit should be finalized soonest, and the recruitment process for the other vacancies be handled with priority.  It further recommends that following the appointment of the new Head of Internal Audit an Audit Plan be prepared.  That Plan should be forwarded to the Audit Committee for its forthcoming Autumn meeting.

(c)
The Audit Committee

 AUTONUM  
The Audit Committee will continue its oversight function as stipulated in A(41(10.  It will continue to oversee the progress made in the New Construction Project and the Desk(to(Desk Review and deal with other issues including those shown in the draft Agenda for the forthcoming meeting.

AGENDA ITEM 6:  Other Matters

 AUTONUM  
The Audit Committee requests the Secretariat to submit for its next session a comprehensive list of recommendations made to the WIPO Secretariat over the past four years with a status of implementation, expected deadlines for completion if the implementation is still open with a clear indication of the names of the responsible officers.  The Audit Committee recognized that the document attached to the letter dated July 5, 2006, was not complete and will be updated.

 AUTONUM  
The need to review and update the WIPO Financial Regulations (1992( was brought up in the discussion with the External Auditor.  The Audit Committee was further informed by an official of the Secretariat that they are under review and a new version will be issued.  The Audit Committee will review this new version in its next meeting.

 AUTONUM  
The next meeting of the Audit Committee will take place from Monday, October 30 to Thursday, November 2, 2006.

 AUTONUM  
The draft Agenda for the next Audit Committee Meeting will include an appraisal of progress made with regard to 

A.
1.
The New Construction Project


2.
The Desk(to(Desk Review

B.
Review of the implementation status of oversight recommendations 2002-2006.

C.
1.
Methods of Work of the WIPO Audit Committee

2.
Examination of document A(41(10 “Proposal on the Establishment of a WIPO Audit Committee”.

D.
Review of the WIPO Internal Audit Plan

E.
Review the progress of the new WIPO Financial Regulations and Rules

F.
Other Matters

[Annex follows]
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WIPO AUDIT COMMITTEE

Second Meeting

Geneva, July 5 to 7, 2006

DRAFT AGENDA

prepared by the Secretariat

1. Adoption of the Agenda


2.
The New Construction Project

3.
The Desk-to-Desk Review

4.
Methods of Work of the WIPO Audit Committee

5.
Examination of document A/41/10 (“Proposal on the Establishment of a WIPO Audit Committee”)

6.
Other Matters

7.
Closing of the Session

[End Annex and of document]

