
Report of the Eighteenth Meeting of the Audit Committee
(Geneva, WMO HQ, 16 and 17 April 2012)

1.
OPENING AND ADOPTION OF AGENDA
1.1
The eighteenth meeting of the Audit Committee (AC) was opened by the chair (Mr John Hirst) at 14.27. The members agreed that Mr John Hirst and Ms Linda Makuleni continue with their responsibilities as Chair and Vice-Chair, respectively, until such a time the AC decides to review the situation. Mr Anol Chaterji and Ms Linda Makuleni were excused for not being able to attend the meeting. The representative of the Swiss External Auditor has been invited as observer, but he could not attend as well. The chair confirmed that the meeting had a quorum in accordance with the terms of reference of the AC and requested the members to adopt the agenda. The agenda was adopted without any amendments. The list of participants at this session of the AC is given in the Annex of this report.
1.2
The Secretary-General (SG) welcomed AC members and External Auditors (the UK National Audit Office (NAO)), and appreciated that the membership of the AC had a blend of those who had already served on the Committee and new members. He informed the AC that the WMO Executive Council relied on their advice as relates to the areas of responsibility. He indicated that significant progress has been made in the implementation of risk management. He noted that the decisions on Membership of the Organization may expose the Organization to financial risks, particularly in cases where there is no universal agreement to accept a Member.
Review of Ethics Function
1.3 Mr Christian Blondin (Director, Cabinet and External Relations (D/CER)) introduced AC‑XVIII/Doc. 1(4) on the Review of the Ethics Function. He informed the AC of the various options the Secretariat was considering to implement the JIU recommendation on ethics function (Rec.1, JIU/REP/2010/3).
1.4 The AC noted the report and agreed that:

· It was good for the Secretariat to have a shared responsibility in establishing the ethics function, as a first step;
· The proposals made by the Secretariat are appropriate and the Secretariat should report on the effectiveness of the approach, particularly as relates to coordination;
· The members of AC will declare any conflict of interest at each meeting. No member indicated conflict of interest at this session.
2.
RISK MANAGEMENT 

2.1
The ASG (Ms Elena Manaenkova) introduced AC-XVIII/Doc.2 on Risk Management (RM), which provided a progress report on the implementation of RM since the seventeenth meeting of the AC.  She informed the AC that the Departments continued to address their respective risks identified by staff in the second phase of RM project as reflected in departmental risk registers and provide quarterly feedback to Strategic Planning Office. She also informed the AC that the Departments will be submitting their progress reports every six months (in January and July) to reduce the workload; however, they have been requested to inform the Chair of the Risk Management Committee (RMC) and Executive Management on any emerging risk significant for consideration by the RMC at anytime without delay. She indicated that the risks related to fluctuations in exchange rates were not significant to the Organization since the WMO budget and expenses are in Swiss Francs.
2.2
The ASG further informed the AC that the RMC keeps under review the top high-risks for the Organization and monitors actions to address them. The reports from responsible Departments indicated that efforts were being made to address the risks. 
2.3.
The AC noted the report and appreciated the progress made by the Secretariat in the implementation of risk management. The AC made the following recommendations:
(a)
The Secretariat should focus on a few risks and include any new risks. 
(b)
The Secretariat continues to focus its attention on financial risk related to payment of assessed contribution given the evolving global financial situation that is already affecting payment of contribution to some institutions. 
(c)
The actions to mitigate the risks should include timeliness. 
3.
INTERNAL CONTROL
The SG introduced his draft Statement on Internal Control (SIC) for the year 2011(AC‑XVIII/Doc.3) and requested the members to provide any input. The SG indicated that the statement is informed by the management, the AC, JIU reports and External Auditor. The AC expressed satisfaction with the draft SIC and suggested improvements on the section on significant internal control matters arising during the year, particularly to clarify which matters from the last year have been overcome.
4.
INTERNAL OVERSIGHT ARRANGEMENTS

4.1
Annual Accountability Report of IOO for 2011

4.1.1
The Director, Internal Oversight Office (D/IOO) presented the annual accountability report (AC-XVIII/Doc. 4.1) of IOO for the year ending on 31 December 2011.  He recalled that this is a mandatory requirement based on Financial Regulation 13.10(e) and the approved Charter of IOO.  D/IOO explained that the report summarizes significant oversight findings, recommendations and actions taken in response.  It also includes a status report on the internal control environment of WMO.  D/IOO briefed the AC on highlights on the report calling the attention of the members to operational areas that, in his view, still required some improvement.
4.1.2
The AC considered the report and the comments from the SG (AC-XVIII/Doc. 4.1, ADD.1) and suggested that:

· The SG clarify his position with respect to the analysis of the recommendations in the report of IOO, in his own comments;
· The AC be kept informed of reports on IOO engagements as they are issued.
4.2
Implementation of Joint Inspection Unit (JIU) recommendations

The D/IOO, as the focal point for the JIU in WMO, presented a report on the implementation of JIU recommendations (AC-XVIII/Doc. 4.2) issued in 2010. The AC was invited to assess the timeliness, effectiveness and propriety of responses from the Secretariat. In respect of recommendations addressed to the legislative bodies, the AC was also asked to comment on the proposed response or remarks provided by the management.  The AC was in general agreement with the remarks and supported the submission of the information “as is” to EC-64 in June 2012.

4.3
JIU report on investigation function (JIU/REP/2011/7)
4.3.1
Following the request made at the 17th session, D/IOO updated the AC on a report of the JIU on the “Investigation Function in the UN System” issued on 29 March 2012, and its implications to WMO (AC-XVIII/Doc. 4.3).  It was noted that, given its recent issuance, the Secretariat had just provided to the AC the comments it had sent to the JIU at the draft stage.  The main recommendation of the JIU is a call to create a “single independent entity” for investigations in the UN system.  This recommendation is addressed to the Secretary-General of the United Nations.  There were, however, seven other recommendations in the report addressed to all participating organizations; some of them had already been addressed in WMO.
4.3.2
 The AC noted the update on the JIU report.
4.4 
Policy on disclosure of internal audit reports
4.4.1
The ASG (Ms Elena Manaenkova) introduced AC-XVIII/Doc.4.4 on policy on disclosure of internal audit reports. She indicated that the document was provided to the AC in compliance with resolution 13 (EC-60) for a review of the operability of the policy. She reported on two cases of requests for disclosure for internal audit reports from the World Bank and European Commission, international organizations not covered in the present policy, which were accepted after consultation with the AC and the chair.
4.4.2
The AC considered the document and made the following recommendations:

· To give authority to the Secretary-General, in consultation with the Chair of the AC as necessary, to determine as to whether internal audit reports could be disclosed to other WMO stakeholders, such as donor intergovernmental organizations. Stakeholders granted access to the internal audit reports shall adhere to WMO confidentiality procedures;
· The decision to provide the reports should be made on case-by-case basis;
· In formulating of reports IOO should take into account potential disclosure;
· The policy be reviewed by the AC as necessary.
5.
EXTERNAL AUDIT
Financial Statements

5.1.1
D/REM (Mr Joachim Muller) introduced the Financial Report for the Year ended 31 December 2011 (AC-XVIII/Doc.5.1), which included (a) the statement of Secretary-General’s responsibilities and presentation of the financial statements, (b) statement on internal control for 2011, (c) Secretary-General’s statement, and (c) draft financial statements for the year ended 31 December 2011.  It was noted that the financial statement had been prepared for the second year in accordance with IPSAS which was becoming embedded in the operation of WMO.
External audit findings and recommendations, and letter of presentation
5.1.2 The representative of the NAO, Mr Steve Townley, introduced the External Auditor’s Report on the 2011 Financial Statements Audit (AC-XVIII/Doc.5.2), the audit completion report (AC-XVIII/Doc.5.3) and the letter of representation (AC-XVIII/Doc.5.4). On the external auditor’s report on the 2011 financial statements, Mr Townley highlighted the significant changes that the WMO has made to its financial reporting and control environment over the past eight years, including the implementation of IPSAS and the development of a Statement on Internal Control.  On the audit completion report, Mr Townley noted that this was submitted to WMO in compliance with international auditing standards (ISA260). He confirmed that the uncorrected misstatements are not considered material in the context of the financial statements as a whole. Mr Townley noted that the overall financial position of WMO as at 31 December 2011 remained strong with positive net assets of CHF 86.4 million compared to CHF 54.4 million in 2010. He indicated the intention of the NAO to provide an unqualified audit opinion and satisfaction with the progress provided by the Secretariat on the implementation of audit recommendations. Mr Townley thanked the SG and his team for their help and assistance during the audit process and for the constructive relationship over the past eight years.
5.1.3 The Secretary-General expressed his appreciation for the excellent collaboration during the eight years and noted that the work of the NAO was also appreciated by the Executive Council.
5.1.4 The SG and NAO confirmed to the AC that they were comfortable with the letter of representation.
5.1.5 The AC noted the useful information provided in the compendium that described the main issues and achievements during the eight year tenure of the NAO.
5.1.6
The AC reviewed the recommendations of the External Auditor and the responses from the Secretary-General, and requested the Secretariat to continue with improvement in the implementation of the recommendations.  The AC commended the NAO and Secretariat for good work over the eight years, which showed marked improvement.
5.1.7
The AC considered the report of NAO, agreed that the uncorrected misstatements were immaterial and recommended to the Executive Council the approval of the financial statements for 2011. 

6.
OTHER MATTERS


Formal Process for appointment of the External Auditor
The AC noted that the document on the issue was concluded by correspondence and recommended to EC-64.
7.
AUDIT COMMITTEE’S ANNUAL REPORT

It was agreed that the Secretariat drafts the report for approval by the Chair of the AC before it is shared with the other members of the AC.
8.
ANY OTHER BUSINESS
8.1
The AC agreed that the process for appointing AC members and review of Terms of Reference of AC be included in the agenda for the next session of AC.
8.2
The AC requested the Secretariat to provide the new members with the reports of recent meetings for information and comments as appropriate.
9.
DATE AND TIME OF THE NEXT AC MEETING
The AC decided to agree on the date of the next session of the AC through correspondence. It was agreed that a set of dates in the week of 15 October 2012 be proposed for members to confirm their availability.
10.
CLOSURE OF THE MEETING
The eighteenth meeting of the AC closed at 10.25 on Tuesday, 17 April 2012.
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