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STATEMENT BY THE EXTERNAL AUDITOR

(Mr. Kurt Grüter, directeur du contrôle fédéral des finances de 
la Confédération suisse, Berne)

Mr. Chairman,

You received our three reports annexed to the documents WO/PBC/13/8 and WO/PBC/13/ 9.  I would like to make a few brief comments on the recommendations we have made which I believe to be important.  With regard to the report relating to the 2006-2007 biennium, on the Unions, I have made a number of recommendations with regard to the allocation of costs.  The allocation of costs has been made on the basis of allocations used for 2006/07, however, the criteria for the 2008/09 budget were established on a different basis and this has led to a change in accounting methods for the next biennium budget.  The change was made in order to ensure that the criteria for allocations were clearer and to ensure the capacity of the Unions to contribute effectively.  Given that these criteria are deemed to be now more representative, my staff has compared the allocation of costs for 2006/07 in accordance with the old and the new criteria for the allocation of costs.  The impact of the new criteria for 2006/07 on the amount of the reserves of the various Unions can be found in the table in paragraph 45 of my report.  In light of the auditing process 2008/09, first, I would encourage WIPO to continue adapting its basis for allocation of costs in order to ensure an allocation of costs which is more in accordance with costs-generating items for as many items as possible and, in that way, costs can be attributed directly and secondly, to ensure that through simulation the criteria remain stable in various scenarios.  

The new allocation of tasks established by the new Financial Regulations in effect since the January 1, 2008, enables greater accessibility of documents from a greater number of users and also implies greater decentralization of certain monitoring tasks; this means that there is greater flow of information through the Organization.  I would therefore encourage WIPO to continue its efforts to adapt its information system taking into account the stringent requirements resulting from the Financial Regulations and IPSAS and to do so in the near future.  

I turn to my second report relating to the construction of the new administrative building and here, as well, I made a number of recommendations.  In my previous report I had recommended that there be a better allocation of responsibilities, taking into account a number of posts to be established in particular that of the Project Coordinator.  I also highlighted the significant risk of a deadlock if the decisions could not be taken in due time.  In light of this I recommended that the reserves for miscellaneous and unforeseen expenses in the project’s financial envelope be increased from 0.9 million to 7.8 million Swiss francs.  This would strengthen the financial responsibilities of the Construction Committee, which would enable it to act more effectively and take its decisions swiftly.  At the conclusion of this audit, these recommendations have not yet been put into practice.  I also recalled the need to establish staffing positions for key functions of the project and establish a system for miscellaneous and unforeseen expenses in the financing of the project, in order not to prejudice indispensable decisions for the progress of this project.  Furthermore, I believe that the Secretariat should submit to the Member States, as soon as is possible, a revised financial envelope for the construction project.  Finally, I would invite WIPO to introduce a system of cost reporting for the Construction Committee.  The cost monitoring system established by the pilot manages, more specifically, the commitments and expenditure of the project.  It is therefore indispensable that the coordinator of the internal team regularly balances the books, both with the pilot and with the Finance Department and also reports to the Construction Committee.  In this way, the Construction Committee will be fully aware of the state of outgoings with regard to the commitments of the revised financial envelope.  A report on the costs in the pilot’s report to the same Committee will also be judicious.  

I come to my final and third report relating to the audit in the area of inventory management.  The examination which has been carried out in this report has also been carried out in two other Organizations for which I am responsible for the auditing:  the International Telecommunications Union and the Universal Postal Union.  The objective was to carry out a comparison between the various outcomes achieved.  In order to be able to effectively draw this comparison, it was decided that only the furniture and information technology inventory would be considered.  These are the only inventories which are comparable from organization to organization, both with regard to the importance and the levels.  So in conclusion, the quality of WIPO inventory management requires some improvement and my recommendation shows that the shortcomings in this area need to be remedied.  A significant amount of work needs to be undertaken to ensure that the processes are brought into line with good practice and to improve cost effectiveness and profitability of inventory management.  Looking ahead to the application of IPSAS accounting standards, I would urge WIPO to take the necessary steps to make it capable not only of carrying out inventories but also being able to clearly identify all of the inventories under the IPSAS which are significant in their nature.  It would also be appropriate to ensure that the internal regulations of the Organization be fully in line with IPSAS standards.  

Mr. Chairman, please allow me to express our gratitude to the Director General and all of the staff for the excellent cooperation and the information we have received.  To you Mr. Chairman, ladies and gentlemen, distinguished delegates, allow me to express our thanks for your kind attention to our work and the Auditors Report.  Of course, should you have any questions we will be willing to answer them. 









[Annex IV follows]

BRIEFING BY THE CHAIR OF THE AUDIT COMMITTEE ON THE TENTH AND ELEVENTH SESSIONS OF THE AUDIT COMMITTEE

Statement made by Mr. Khalil Issa Othman
Chair, WIPO Audit Committee

Mr. Chairman, 
I am pleased to introduce, on behalf of the Audit Committee, the Reports of its tenth and eleventh meetings held in October and December 2008, documents WO/AC10/2 and WO/AC/11/2, which I understand have been made available to you. 

But before doing so, I should like to note that the reports of our seventh, eighth and ninth meetings, held in December 2007, and February and May 2008, have not been presented to or acted upon by the Program and Budget Committee because it has not met since December 2007.  However, these three reports (document WO/GA/36/9) were presented to the 36th session of the WIPO General Assembly in September 2008, which only took note of them.   My statement to the General Assembly on those three reports is contained in Annex III to the report of our 10th meeting (document WO/AC10/2). 

Returning to our tenth and eleventh meetings, I will begin with the Desk-to-Desk Review and the Strategic Realignment Program.
At its thirty-fourth session, the General Assembly endorsed the Committee’s recommendation that the WIPO Secretariat should develop a comprehensive program for Organizational Improvement along the lines and priorities recommended by the external consultant (PricewaterhouseCoopers), and as recognized by the Secretariat, and prepare a road map for the implementation of that program.

The Secretariat pointed to two main constraints on implementing the Assembly’s decision, namely the transition period leading up to the election of a new Director General, and a lack of certain skills and competencies in the WIPO Secretariat.  The Committee was aware of those limitations and constraints and, except for the successful finalization of the new Financial Regulations and Rules, not much progress was achieved on the other initiatives included in the Organizational Improvement Program. 

With the transition period over, the Committee has had fruitful dialogue with the new Director General at its tenth and eleventh meetings (October 6 to 9 and December 1 to 4).  Committee representatives also attended the informal consultations between the Director General and Member States on October 21 and 30.  

At these meetings, and particularly in his meetings with the Audit Committee, the Director General has presented, among other things, his plans for a revised Strategic Plan and Strategic Realignment.  

At our meeting last week, the Director General informed the Committee that the Secretariat’s Organizational Improvement Program (OIP) had been replaced by the Strategic Realignment Program.  The Committee was assured that relevant observations and recommendations made in the Desk-to-Desk Review by the external consultant would be featured within the framework of the Strategic Realignment Program on a timely basis.

The Committee very much values the Director General’s presentations and our subsequent discussions with him on this and other subjects.  It is a fresh and welcome initiative on the part of Mr. Gurry.  The Committee will continue to follow up on progress in the planning and implementation of the Strategic Realignment Program.

The New Construction Project

The New Construction Project is a good example of the constructive interaction between the Secretarial and the Pilot, on the one hand, and the Audit Committee on the other.  Documents are prepared well in advance and recommendations, which have generally dealt with budgetary matters, and cost audits, as well as the Secretariat’s and the Pilot’s risk registers, have been consistently implemented.  

At its eleventh meeting, the Committee reviewed the Internal Audit and Oversight Division’s audit report dated September 19, 2008, on key risks relating to the New Construction Project.  That report concluded, among other things, that the Secretariat’s ability to make timely decisions was still an issue and that documentation and security of information relating to the appointment of the General Contractor had not been satisfactory.  The Committee was informed that an investigation of information handling was in progress.  The Committee will continue to appraise itself of progress on this matter.

Program Performance Report and Financial Management Report for the 2006/07 Biennium


With a view to facilitating discussions on budget and performance, and in order to provide better information to all major stakeholders in the areas of accountability and transparency, the Committee recommended that the Financial Management Report as a regularity instrument, and the Program Performance Report as an analysis of Organizational performance per se, should be presented concurrently to the Committee before concurrent presentation to the Program and Budget Committee. 


With regard to the Financial Management Report, the Committee recommended that the Report should highlight major variations in the utilization of the budget vis-à-vis the original and adjusted budget by analyzing:  what the original aims were;  what changes were made;  and, what results were obtained.  


At its eleventh meeting, the Committee requested that a progress report on identification of the structure and periodicity of performance reporting for stakeholders, on the one hand, and as an instrument of internal program control, on the other, should be prepared by the Secretariat in time for the Committee’s next meeting in March 2009.

Internal Audit and Oversight


The Committee continued to assess Divisional plans and resource utilization, advancing its recommendations for more systematic reporting and more effective and efficient use of resources.


The Committee also followed the setting up of an ethics system at WIPO, and decided to review this issue at its next meeting in March 2009 as a separate item entitled “Ethics and Financial Disclosure at WIPO”.  The Committee expects a report from the Secretariat on this matter.


The Committee went beyond the review of the work of the Division to address the concept and application of a fully functional internal control system.  We concluded that there is an urgent need to establish an effective internal control system at WIPO, taking a holistic approach that integrates good governance, ethics, management, administration, risk assessment, monitoring, accountability and compliance.  The vacuum at WIPO in this respect puts the Organization at risk.  The Committee therefore recommended that the Secretariat undertakes work on the identification and elaboration of a proper internal control system for WIPO.   


Furthermore, the Committee reviewed a draft terms of reference for an internal control gap assessment study.  The Committee observed that the planned study primarily addressed financial controls and did not cover the program control aspects of the Organization’s work.  Under a separate agenda item, the Committee decided to deal with a range of issues under the rubric title:  “Internal Control System”.  We expect a position paper from the Secretariat on this topic.

Internal Audit Reports


At its meeting last week, the Committee reviewed three internal audit reports.  I have already referred to the report on key risks relating to the New Construction Project.  


The second report was on procurement.  The Committee was pleased to note that action had been taken by the Procurement and Contracts Division on certain recommendations made at its ninth meeting.   At its eleventh meeting last week, the Committee recommended that a “General Code of Conduct and Ethical and Professional Standards for WIPO Staff” and a “Code of Conduct for WIPO Staff involved in Procurement” should be submitted for review by the Office of the Legal Counsel and Human Resources Management Division.  In particular the “Code of Conduct for WIPO Staff involved in Procurement” should be issued as an Office Instruction.


The third report concerned IT Security and Operations.  The Committee has been dealing with IT-related issues since its seventh meeting in December 2007.  The Secretariat’s response to the observations and recommendations made by the Committee at its seventh meeting has not yet been received.  We trust that this response will be submitted to the Committee without further delay.


The Committee noted with great concern the serious IT security-related shortcomings identified by the Internal Audit and Oversight Division in its report, which could have a very negative impact on the operations of the Organization. 


Furthermore, the Chief Information Officer informed the Committee that the report contained no surprises since it corresponded to what had been identified by the former Head of IT security (who separated in February 2008).  The Committee could not understand why timely action had not previously been undertaken by the Secretariat.


The Committee recommended that the Secretariat should give urgent attention to the security issues raised in the audit report and provide the necessary resources to ensure that all the audit recommendations are implemented as soon as possible.  


Mr. Chairman, Distinguished Delegates,  I would like to draw your attention, as I did in my statement to the General Assembly in September, to an issue that needs to be acted upon. You may recall that the Terms of Reference of the WIPO Audit Committee as adopted by the General Assembly in September 2007, provides for rotation of three out of the nine Members of the Audit Committee by January 1, 2009.  The Program and Budget Committee may wish to pronounce itself on this matter during its present session.  For our part, we are ready if and when requested to assist in any consultation on this issue.


Mr. Chairman Distinguished Delegates, I would also like to inform you that the Committee has decided to carry out an assessment of its work and operations.  The Assessment will be completed in 2009 and presented to the Program and Budget Committee.  


Finally, Mr. Chairman, Distinguished Delegates, I am pleased to inform you that as of  January 1, 2009, the Committee will have a new Chair and Vice Chair, my colleagues and friends, Mr. Pieter Zevenbergen and Mr. George Haddad, who I have no doubt have the right qualifications and experience to lead the Committee for the benefit of the Organization.    


For my part, I should like to thank you all for your advice, cooperation and support.   

[End of Annex IV and of document]







