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pursuant to the General Assembly Resolution 123 adopted on April 14, 1973, and Permanent
Council Resolution 124 dated June 30, 1975. It began to function in March 1976, and adopted
detailed rules and procedures to carry out its duties and responsibilities. These rules reflect the
standards and requirements prescribed by the General Assembly and the Permanent Council for
the external audit of the OAS.

The Board is composed of three members elected by the General Assembly.
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To the Permanent Councii of the
ORGANIZATION OF AMERICAN STATES

The Board of External Auditors is pleased to present its annual report on the

external audit of the accounts and financial statements of the ORGANIZATION OF

AMERICAN STATES (OAS). Qur report covers the biennium ended December 31, 1993,

and includes:

Comments and recommendations by the Board for improving the OAS
operating procedures and internal accounting controls;

Audit of the accounts and financial statements of major CAS funds:
Regular Fund
Special Bevelopment Assisiance Fund
Special Multilateral Fund for Education, Science,
and Culture
Special Account for Culture
Mar de! Plata Account

Audit of the accounts and financial statements of the Retirement and
Pension Fund;

Audit of the accounts and financial statements of the Rowe Memorial
Benefit Fund and the Leo S. Rowe Pan American Fund;

Audit of the accounts and financial statements of the Inter-American
Defense Board;

Audit of the accounis and financial statements of the International
Commission of Support and Verification (CIAV-OAS); and

Audit of the accounts and financial statements for the Activities of the Unit
for the Promotion of Democracy
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The Board’s annual report is based primarily on the independent audit by Ernst &
Young performed in accordance with generally accepted auditing standards. The Board
reviewed and discussed the audit work and related work papers with representatives of
the firm. In preparing its report, the Board has also considered the reports of the General

Secretariat’s Inspector General and discussions with management officials.

The financial statements included in this report represent the financial activity for
the biennium ended December 31, 19293, on a comparative basis with the previous
biennium. (See Note 3 to the financial statements). Except as described in the following
paragraph, the statements have been prepared in conformity with accounting practices
prescribed by the Budgetary and Financial Rules of the General Secretariat which require
the measurement of financial position and operating results in terms of historical cost

without regard io changes in the purchasing power of money over time.

Ernst & Young's opinion on the financial statements is qualified because the carry-
over effects of recording certain obligations totaling about $16 million in 1991. These
obligations departed from the criteria set forth in the General Standards to govern the
operations of the General Secretariat and the Budgetary and Financial Rules in that they
did not represent firm commitments as prescribed by such rules. In addition, the Regular
Fund recognized 19291 administrative and technical support contributions from the CIECC
Funds on the basis of these obligations. As a result of these departures from the
Budgetary and Financial Rules of the OAS during 1991, the Statement of Changes in
Fund Balance for the biennium ended December 31, 1293, reflect misstatements causing
1992/93 deobligations to be overstated by $4.3 million; 1992/93 obligations to be
understated by as much as $11.3 million; and, charges to the CIECC Funds for
administrative and technical support and corresponding Regular Fund income to be
understated by as much as $800,000. Since these financial statements, and Ernst &
Young’s opinions, are presented for the biennium, a material misstatement and the
resulting qualified opinion for the first year of the biennium would necessitate a qualified

opinion for the biennium as a whole.



Based on the opinions rendered by Ernst & Young on funds audited, the Board
certifies in accordance with Article 103 of the General Standards to govern the

operations of the General Secretariat that:

-- Except as described in the preceding paragraph, the transactions reflected
in the financial statements of the funds audited are in accordance with the
General Standards to govern the operations of the General Secretariat, the
financial regulations, and other applicable provisions.

-- The financial statements of all funds audited agree with the books, records,
documents, and vouchers of the General Secretariat.

-- The securities and cash on deposit have been checked by means of
certification from depositories of the General Secretariat and the cash on
hand has been checked by actually counting it as deemed appropriate by the
Board in accordance with generally accepted auditing standards.

We have included as Appendix A of Section | Ernst & Young’s opinion on
compliance with the General Standards to govern the operations of the General
Secretariat. In addition, our report contains a number of recommendations designed to

improve OAS operating procedures and internal accounting controls both at Headquarters

and at the Offices in the member states.

Article 108 of the General Standards, provides:

"The Board shall submit its report to the Permanent Council and the
General Secretariat within the first semester of every year. The
Permanent Council shall make the observations it deems necessary.
Bearing in mind such observations, within sixty days of receiving
them, the General Secretariat shall submit a report to the Permanent
Council on the measures taken 1o implement the Board’s
recommendations.”

The Board’s report for 1992 was referred by the Permanent Council to its
Committee on Administrative and Budgetary Affairs on September 22, 1993. The

Commitiee on Administrative and Budgetary Affairs has not yet submitted its report to

the Permanent Council.



At December 31, 1983, the Regular Fund had a positive fund balance of
approximately $16.2 million, representing an increase of approximately $12.4 million
from the December 31, 1992 balance of $3.8 million. This increase in fund balance was
primarily attributable to continued improvement in quotfa collections during 1993,
including $12.9 million of reduction in arrearages. Quota payments to the Regular Fund
for both the current year and for arrears during 1993 totaled $75.1 million, compared to
$71.4 million during 1982. The Board wishes to point out that, although the OAS
continues to improve financially, current claims exceed the available balance. The
Organization needs to deal with the financial implications of Judgment No. 124 of the
Administrative Tribunal regarding the staff claim for a cost of living adjustment system
and the General Assembly Resolution (AG/COM.ili/doc.8/94) relative to compliance with
that judgment. Other current claims are for various activities, principally building

renovations.

The Members of the Board wish to express their appreciation for the cooperation
of the General Secretariat in facilitating the audit work and to the General Assembly and

Permanent Council for the opportunity to assist in evaluating the financial operations of
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SECTION I

COMMENTS AND RECOMMENDATIONS TO IMPROVE

OPERATING PROCEDURES AND INTERNAL ACCOUNTING CONTROLS






CHAPTER 1

COMMENTS RELATING TO THE
GENERAL SECRETARIAT

Five issues discussed in last year’s report related to the General Secretariat
continue to be of concern to the Board. Also, the Board identified five new issues
that it wishes to bring to the attention of the Permanent Council. Two of the issues
identified in last year’s report have been resolved. lIssues related to the General
Secretariat have been grouped into three categories as follows: (1) issues of
continuing concern, {2) new issues, and (3) action on prior issues.

ISSUES OF CONTINUING CONCERN

Financial
Position of
the General
Secretariat

Compliance
With
Reporting
Requirements

During 1993, the Organization continued to make good
progress in collecting quota arrearages, although about
$33 million was due from active member states at
December 31, 1993. Quota collections during 1293 were
$75.1 million, which included $12.2 million of quota
arrearages, and the Regular Fund had a positive balance of
$16.2 million representing an increase of about $12.4
million from the December 31, 1992, balance of $3.8
million. Also, the external debt has been repaid and the
interfund debt has been reduced by $1 million. However,
uncertainties regarding the settlement of the staff pay
policy claim combined with current claims on the fund
balance for building repairs may consume most of the
available balance. To avoid subsequent deficit fund
balances, the Organization should continue to emphasize
quota collections.

Last year, the Board reported that the Organization had not
been able to meet the financial reporting required by the

various specific fund contribution agreements. The number
and dollar volume of activities financed by specific fund
contributions from member states, permanent observer
counties, and other institutions has increased again this
year from $27 million in 1992 to $33 million in 1993. As
a result, the number, types, and complexity of monthly,
quarterly, and ad hoc reports required by donors has further
expanded beyond the capacity of the Department of
Financial Services to complete the reports in a timely
manner. Although Ernst & Young (E&Y) noted no instances
where funding had been denied or withdrawn because of a
lack of reporting, some funding has been delayed and a
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Management
information
Systems

lack of reporting, some funding has been delayed and a
number of member states and other institutions have made
written complaints about timeliness and frequency of
required reports. Such complaints may well lead to a
reluctance of donors to provide such funds in the future.

The Board believes that the problem could be resolved
through appropriate staffing and an improved management
information system as discussed below and in the section
on staffing on page I-7.

Many of the accounting software programs used by the
Organization were developed internally more than 15 years
ago. Since then, the Department of Management Systems
has modified these programs to meet internal needs.
However, E&Y noted that standards for documenting and
testing computer program revisions were not being
followed. E&Y also noted that the Organization lacks
formal contingency plans and lacks standardized file
structures. In addition, ail critical computers and data files
are stored in the same building and there are no off-site
storage facilities for backup information.

In summary, the Organization’s management information
sysitems are an out-of-date patchwork of systems which do
not fully meet the modern needs of the Organization. For
example, the problem of compliance with reporting
requirements discussed above could be resolved through
modernizing the system. Another example is the obsolete
computer program wused to determine the staff
reimbursement for federal, state, and local income taxes
paid on earnings from the Organization. Also, a manual
local currency payroll register is used 1o account for the
salaries and benefits of about 30 employees paid in local
currencies in 189 different member states. This process
could be more efficient if it were integrated with the regular
payroll system.

The Board again recommends that the Organization study
its management information system capabilities and
develop a realistic plan to update the management
information systems, including contingency plans and
standards for program changes, so that all internal
processing and reporting requirements can be met.



Budgetary
Execution

Specific
Criteria

for Firm
Commitments

For the last 2 years, the Board has reported on the delay in
the execution of program budgets of the Voluntary Funds
and recommended that an evaluation be made to identify
the elements that preclude the timely execution of the
approved budgets.

Again, this year, the Board noted excessive delays in
executing program budgets of the Voluntary Funds. A total
of about $30.1 million of appropriations and obligations
have been carried forward into the current biennium from
prior budgetary periods. This is an increase of $10 million
from last year.

Carry-Qver Carry-Cver %1993
Appropriations Obligations Combined Budget
{in Millions)

FEMCIECC $11.2 $3.3 $14.5 154%
CEC 1.1 0.2 1.3 217%
CMiP 4.5 1.2 5.7 238%
CIECC Funds 16.8 4.7 21.5 173%
SDAF 6.9 1.7 8.6 109%
TOTAL $ 23.7 $6.4 $ 30.1 148%

This year, the Board was told that some of the delay was
due to delays in receiving pledged funds from the donors.

The Board again recommends that the Organization
determine the root causes of the delays and take
appropriate action to address the identified causes.

The Board reported last year that within the technical
cooperation, training, and development programs, it was
not always clear when a firm commitment had been made
in accordance with the Budgetary and Financial Rules. The
rules are not clear in those instances when the Organization
is acting as a provider of goods and services. The Board
recommends that specific criteria be established, including
examples, to indicate when a firm commitment has been
made when the Organization is acting as the provider of
goods and services.



Qther issues
Identified in
Prior Reports

NEW ISSUES

Separation
Indemnities

Conflict-of-interest statements - Two years ago, the Board
was informed that procedures for reviewing conflict-of-
interest statements had been approved by the Secretary
General, whereby all employees’ statements would be
reviewed both for completion and substance by supervisors
knowledgeable about employees’ duties and
responsibilities. The Board noted this year that a process
for reviewing these statements had still not been
implemented.

The Board recommends that this process be implemented
immediately,

Accounting for Fixed Assets - The Board continues to
recommend that, in order to reduce the administrative
burden associated with tracking smaller dollar items, the
Department of Material Resources increase its minimum
capitalization amount from the current $50 to $500.

Under Article 53F of the General Standards, the Secretary
General is empowered to terminate the appointment of a
staff member when he considers it to be in the best interest
of the Organization. Terminated employees receive
separation indemnities of as much as 9 months of salary,
depending on their years of service. If the required 60-day
notice is not given, the employees receive an additional 2
months of salary.

During 1993, 10 staff members left the Organization under
Article b3F. In 9 of the 10 separations, it was not clear
that these separations were appropriate under the
provisions of Article 53F.

All 9 staff members were granted 9-month indemnities
totaling approximately $278,000. Furthermore, 8 of the 9
staff members were also granted an additional 60 days pay
totaling approximately $59,000. The Board was informed
that each of these staff members had requested the
separations. In all cases, the identical reason supporting
the conclusion of the Secretary General was cited.

The Board questions the appropriateness of these payments
because the employees appeared to voluntarily resign rather
than be terminated by the Secretary General as provided by
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Personnel
Budget

Staffing

Article 53F and the identical reason was given for each
termination.

The Board recommends that the Organization provide
separation indemnities only when staff members meet the
criteria contained in Article 53F and the specific reasons for
each termination should be fully documented supporting the
decision that the interests of the Organization are best
served.

In budgeting for the years 1294 and 1995, the Organization
has been directed to absorb a 5-percent reduction in
personnel costs--about $1.9 million each year. Through
normal attrition and personnel vacancies, the Organization
can realistically achieve only about a 2-percent savings.
The personnel costs may therefore be over budget by $1
million each year unless the number of personnel is further
reduced.

The Board also noted that the Organization had 24 long-
term contract employees whose salaries of about $1 miilion
were not included in the current budget. By continuing to
fund these positions, the Organization will either overspend
its personnel budget or use funds approved for other
programs or purposes. Information provided to the Board
indicated that some of these positions may be essential to
the functioning of the Organization.

During its discussions with various officials of the General
Secretariat, the Board has been toid that the apparent
cause of problems noted by the Board is a lack of adequate
staffing to carry out important functions, such as physical
inventories of fixed assets, compliance reporting, audits
and evaluations by the Inspector General’s office, and
modernization of computer systems. The Board inquired as
to whether the Organization had an overall staffing plan in
place that would identify its staffing needs as to both the
number and quality of staff. The Board was informed that
such a plan did not exist and therefore recommends that
the Organization conduct a thorough staffing study to
ensure that an appropriate number and quality of staff are
available fo carry out essential functions.
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Review of
Policies and
Procedures

Pension Systems

E&Y reported that inconsistencies existed between daily
operations at the Organization and the policies and
procedures outlined in the General Standards and the
Budgetary and Financial Rules. Many of these policies and
procedures drafted in the 1270s or 1980s need to be
evaluated and updated as necessary to enhance operational
efficiency. Also, the current practice of having one person-
-the Secretary General--approve all obligations and
expenditures as well as all personnel decisions, including
staff hiring and promotions, shouid be evaluated. The
Board recommends that the Organization thoroughly review
the General Standards, the Budgetary and Financial Rules,
and the current operating procedures and revise the policies
and procedures as appropriate.

The Retirement and Pension Fund of the General Secretariat
of the Organization of American States (the Pension Fund)
currently utilizes computerized accounting systems of the
OAS. According to E&Y, these accounting systems were
modified in order to conform to the specific accounting
needs of the Pension Fund. However, E&Y now believes
the effort required of the accounting staff to summarize and
report periodic financial information of the Pension Fund
should be reduced. Numerous manually prepared adjusting
entries are required in order to summarize transactions
between specific periods. Additionally, the current
accounting system cannot automatically produce certain
standard reports or analyses such as a trial balance or the
detail of individual account balances without significant
efforts from the accounting staff.

In order to help improve efficiency and effectiveness of the
current accounting and reporting efforts, the Board
recommends that management consider obtaining separate
financial accounting software that more readily meets the
current accounting and financial reporting needs of the
Pension Fund.



ACTION ON PRIOR ISSUES

Accounting for
Fixed Assets

Contribution for
Administrative
and Technical
Support

During 1993, the Department of Material Resources
focused primarily on recording all the fixed asset
acquisitions and disposals as well as reviewing global
amounts recorded in 1989 and 1990. A physical inventory
was not performed again this year. However, the
Department of Material Resources prepared a manual
documenting the procedures to be performed in conjunction
with a physical inventory., Also an inventory was
conducted during 1994. The situation merits continued
attention by the Department of Material Resources to
ensure that future inventories are taken in accordance with
the Budgetary and Financial Rules and the corresponding
recordkeeping is maintained up to date.

In prior reports, the Board suggested that the Organization
re-evaluate the 15-percent rate used to reimburse the
Regular Fund for expenditures borne on behalf of Special
Multilateral Fund programs for administrative and technical
support. The Board suggested that, as part of the
evaluation, the Organization should consider charging
directly to the programs benefited, salaries and related
benefits for all individuals who provide direct support to
such programs. During its June 1994 meeting, the General
Assembly adopted a resolution authorizing the General
Secretariat, beginning in 1995, to obtain a contribution for
technical supervision and administrative support equal to
10 percent of certain fiduciary and specific funds received
which, the Board was toid, should result in increased
payments to the Regular Fund.



CHAPTER 2

COMMENTS RELATING TO OFFICES OF THE GENERAL SECRETARIAT

IN THE MEMBER STATES

In 1923, the Inspector General conducted reviews of seven Offices of the
General Secretariat in the member states: St. Vincent and the Grenadines, Suriname,
Jamaica, Bahamas, Barbados, Panama, and Honduras. In addition, on behalf of the
Board, the Comptroller General’s Office of Bolivia conducted a special review of the
Office of the General Secretariat in Bolivia.

Essentially, the same types of control deficiencies identified in past reviews
continued to occur at the Organization’s offices in the member states. The Inspector
General’s office has reported to the Secretary General the following findings at these
member states:

The fixed assets inventory was not updated - Bahamas, Barbados, St.
Vincent and the Grenadines, Suriname, Panama, and Jamaica.

No supervisory review of bank reconciliations - Barbados and $t. Vincent
and the Grenadines.

Supporting docurments not canceled once an invoice was paid - St.
Vincent and the Grenadines, Barbados, Suriname, and Bahamas.

Expenditures made without supporting documentation - Panama and
Honduras.

Quarterly customs reports on duty-free imports not submitted in a timely
manner - Jamaica and S$t. Vincent and the Grenadines.

Agreement between the host government and the General Secretariat
not signed - Suriname, Panama, and Bahamas.

in addition to these common findings, the following findings were also noted
by the Inspector General:

8t. Vincent and the Grenadines

Payments made for office cleaning in excess of contracted amounts.
CPR contracts made for periods in excess of 1-year limit.

Bank reconciliation prepared by the same technician who prepares the
checks.
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Suriname

Jamaica

Bahamas

Barbados

Panama

Monthly cleaning services provided without establishing a contract.

Excessive sick leave used by staff member without providing written
explanations of illnesses from doctor,

Authorizing signature cards at local bank included a staff member no
tonger employed at the office.

Office lease agreement was signed retroactively and payments made in
excess of contract amount.

Payments made to sponsored fellowship students without receiving
certificates of attendance.

Payments made for sales tax in violation of established agreement with
the Jamaican government.

Unused airline tickets not returned.

No contract for cleaning services.

Poor control over drafts and local checks.

Dual signatures not present on five bank drafts with amounts in excess
of $5,000.

Director entered into a CPR contract for $8,000 which exceeds the
$3,000 CPR contract limit.

Honorarium paid to the Ministry of Education officers for work performed
in the normal course of their duties.

Family member of the Director employed without authorization.
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Honduras

-- Checks issued to project coordinator instead of project beneficiaries.

Special Review of Bolivia

- No accounting records existed for the Social Economic Area Projects
which spent $250,800 during the biennium.

- The authorization and disbursing records for equipment and supplies
totaling $45,324 were incomplete.

- A physical inventory was not taken.
-- Supporting documents not canceled when invoices were paid.

-~ Payments were made for per diem and gas totaling $3,430 without
supporting documentation.

In @ meeting with the Acting Secretary General, the Board expressed its
concern with the continuing nature of the problems and with the apparent lack of
action on the findings and recommendations made by the Inspector General. The
Acting Secretary General said that he was establishing a team to review the
operations of the Offices of the General Secretariat in the member states and that
compliance with the Inspector General's recommendations regarding these offices
would be part of the study.

-12



CHAPTER 3

COMMENTS RELATING TO THE INSPECTOR GENERAL

In addition to the audits of the Offices of the General Secretariat in the member
states discussed in chapter 2, the Inspector General also conducted audits of the Leo
S. Rowe Pan American Fund and Inter-American Commission of Drug Abuse Control.
The findings reported by the Inspector General included:

Leo 8§, Rowe Pan American Fund

Significant increases in contracts not justified.

Cosigners of student loans did not comply with obligations to repay
delinquent loans.

Minutes do noi reflect the approval of administrative expenses and
purchases of software.

Formal procedures existed for the management of the Fund do not exist.

Inter-American Commission of Drug Abuse Control

Contracts exist for functions similar to those done by the General
Secretariat.

Contracts were not signed until after completion of project.

Overtime payments shown in the payroll records differ from the amounts
shown on the time control cards.

Long distance telephone calls were not reported.

Large increases in contract payments were made without requesting
justification.

Check issued to the Director for reimbursement without authorization -
Panama and Honduras.

In past reports, the Board expressed its belief that the Inspector General had
done a good job given the low levels of funding and staffing available to him. The
Board now believes that, with the retirements of the present Inspector General and
Secretary General, it is appropriate for the Organization to re-examine the role of the
inspector General. As in past reports, the Board is again concerned about the
staffing, audit coverage, and followup on audit recommendations of the Inspector
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General. This year, the Board is also expressing its concern about the degree of
independence of the Office.

Audit Coverage

Almost all of the Inspector General’s resources are devoted to audits of the
Offices of the General Secretariat in the member states and limited work is being done
at the Organization’s Headquarters where the majority of administrative management
takes place and where the majority of the funds are disbursed. During 1893, the
budgets of the Offices of the General Secretariat in the member states comprised only
5 percent of the total budget and expenditures of the Organization comprised only 6
percent of the total expenditures. Past personnel reductions in the Inspector General
staff have severely hampered the Inspector General's ability to review critical areas
such as cash {which was last reviewed in 1988), conferences, personnel, material
resources, payroll, and scholarships--all of which were last reviewed in 1986.

The Board believes that the Organization is not benefiting from a fully staffed
audit function, consequently decreasing its ability, for example, to conduct
programmatic reviews and economy and efficiency audits. When conducting a
programmatic review, the Inspector General could independently determine if the
desired results or benefits of an existing program are being achieved and identify
factors inhibiting satisfactory performance. In addition, the Inspector General could
determine whether proposed or existing programs complement, duplicate, or conflict
with other programs and identify ways of making programs work better. When
conducting economy and efficiency audits, the Inspector General could determine
whether the Organization is acquiring, protecting, and using its resources {such as
personnel, property, and space) economically and efficiently. In addition, the
Inspector General could determine the causes of inefficiencies or uneconomical
practices and suggest possible solutions. Economy and efficiency audits may, for
example, consider whether the Organization is following sound procurement practices;
acquiring the appropriate type, quality, and amount of resources at the lowest cost;
properly protecting and maintaining its resources; avoiding duplication of effort by
employees; and using efficient operating procedures.

Staffing

The Board was informed that, during the first half of the 1980s, the Inspector
General’s office had 11 staff members. The office also provided assistance to the
Board in its annual audit of the Organization. During the Organization-wide staff
reductions, this office took a disproportional cut. The office now has a staff of three--
the Inspector General, one auditor, and a secretary. The Secretary General has also
made some contract money available for hiring auditors to supplement the in-house
staff. The office, however, is unable to provide the Board with any assistance in its
annual financial audit.
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The Board acknowledges the progress made in that funds for one additional
staff auditor have been approved for 1994. However, the position has not yet been
filled and the Board again expresses its concern about the staffing and funding of the
inspector General's office and its ability to maintain a proper control environment in
the Organization.

Audit Followup

The Board noted that the Inspector General's office had established last year
a system to track action taken on its recommendations. When the Board’s assistants
reviewed this system, they noted that the system contained 94 recommendations, but
only 19 had been acted upon. The Inspector General told the Board that as many as
600 recommendations had been made but had not been acted upon. Almost all of
these recommendations involved the Offices of the General Secretariat in the member
states. As mentioned in chapter 2, the Acting Secretary General told the Board that
this issue would be included in a study to be made of these Offices.

Independence

The Inspector General holds a position of trust and reports directly to the
Secretary General. His office does not have a separate budget and his reports are
reviewed and approved by the Secretary General before they are released. Last year,
the Board noted that there were delays in the completion of draft reports awaiting
clearance from the Secretary General. This year the Board noted that a draft report
on CPR contracts was submitted to the Secretary General on September 23, 1993,
but had not been released as of May 1994.

The Board believes that the Inspector General’s office does not have sufficient
independence to operate most effectively. The Secretary General makes all routine
and substantive decisions regarding obligations and persconnel actions for the
Organization. By having one person control all personnel and administrative decisions
and the operation of the Inspector General’s Office, there is not a separation of duties
normally found in a good internal control environment.

This situation makes it difficult for the General Assembly and the Permanent
Council to monitor the activities of the Secretary General. The Inspector General is
not independent of the Secretary General and his reviews cannot be relied upon to
help in such monitoring.

After this issue was discussed at the Twenty-fourth Regular Session of the
General Assembly held in Belém do Pard, Brazil, the General Assembly adopted
resolution AG/RES. 1279 (XXIV-0/94) instructing the Permanent Council to analyze
the structure and functions of the auditing systems of the Organization, especially the
Office of the Inspector General, and based on that study to present a report to the
General Assembly at its next regular session with recommendations for increasing the
scope and number of internal audits and for providing the Office of the Inspector
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General with the resources and structural independence necessary for conducting
those audits in accordance with current internal auditing practices and conventions.
The Board would be pleased to assist the Permanent Council in its analysis.
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CHAPTER 4

COMMENTS RELATING TO THE INTER-AMERICAN DEFENSE BOARD

Financial Position

The Inter-American Defense Board (IADB) receives substantiaily all of its
funding from the Organization and this funding has decreased about 5 percent for
each of the last several years. The Board’s past reports have stated that, because of
the reduced funding, the continued viability of the IADB was in question and
suggested that alternative funding sources be considered.

During 1993, the IADB terminated 21 staff and received an advance of
$325,000 for severance pay from the Organization. This advance is to be repaid
through an annual reduction in the IADB funding over the next 5 years. During its
audit of 1993, E&Y noted that 16 expenditure accounts were not budgeted for. The
IADB incurred a deficit of about $750,000 for 1993,

In its meeting with the Board, the IADB presented a detailed budget and
financial plan that showed how the Organization planned to operate within its budget
for 1995 and included budgeted amounts for the 16 expenditure accounts.

The Board wishes to commend the |ADB for taking steps to reduce its costs
and for developing a plan to operate within its available resources.
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APPENDIX A
Independent Auditor’'s Report on Compliance

Board of External Auditors
Organization of American States

We have audited the financial statements of the funds of the Organization of
American States (the Qrganization) as of and for the biennium ended December 31,
1993, listed in the accompanying tabie of contents, and have issued our report (the
Audit Report) thereon dated May 6, 1994,

We conducted our audits in accordance with generally accepted auditing standards
and the external auditing requirements prescribed in Chapter VIl of the General
Standards of the Organization of American States. Those standards require that we
plan and perform the audits to obtain reasonable assurance about whether the
financial statements are free of material misstatement.

Compliance with the rules and regulations of the Organization {rules and reguiations)
is the responsibility of the QOrganization’s management. As part of obtaining
reasonable assurance about whether the financial statements are free of material
misstatement, we performed tests of the Organization’s compliance with provisions
included in Chapters 1V, V, VI and VII of the General Standards. However, our
objective was not to provide an opinion on overall compliance with such provisions.

We also tested certain expenditures of senior executives concerning executive
compensation, travel, official entertainment, contracting and consulting services,
speaking honoraria and gifts, and executive perquisites to determine compliance with
the Organization’s Staff Rules and Chapters lll and VIl of the General Standards.
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In 1991, we noted certain obligations were recorded by the Organization at December
31, 1991 in the Regular and CIECC Funds, which in our opinion, represented a
significant departure from the criteria set forth in the Budgetary and Financial Rules
of the Organization in that they were not supported by firm commitments as
prescribed by such rules. As described in the fourth paragraph of the Audit Report
referred to above, as a result of this departure from the Budgetary and Financial Rules
of the Organization during 1991, the December 31, 1993 financiai statements reflect
significant misstatements.

The results of our tests indicate that, except as noted in the preceding paragraph,
with respect to the items tested, the Organization complied, in all material respects,
with the provisions referred to above. With respect to items not tested, nothing come
to our attention that caused us to believe that the Organization had not complied, in
all material respects, with those provisions. In addition, we noted certain immaterial
instances of noncompliance with the rules and regulations in the following areas:
fixed assets, unliquidated obligations and separation indemnities. Our comments on
these matters have been reported to the Board of External Auditors in separate
correspondence dated May 6, 1994,

This report is intended solely for the information of the Board of External Auditors, the
General Secretariat, Permanent Council, and the General Assembly of the
Organization. This restriction is not intended to limit the distribution of this report,
which is a matter of public record.

May 6, 1994
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SECTION 1l

FINANCIAL STATEMENTS OF THE ORGANIZATION OF AMERICAN STATES
WITH

REPORT OF INDEPENDENT AUDITORS






RESPONSIBILITY FOR FINANCIAL STATEMENTS

The General Secretariat has prepared and is responsible for the integrity of the
financial data included in the accompanying financial statements. Except as described
in note 7 of the financial statements, the statements have been prepared in
conformity with accounting practices prescribed by the Budgetary and Financial Rules
of the Organization which include the financially oriented General Standards to Govern
the Operations of the General Secretariat and other provisions approved by the
General Assembly.

The accounting practices utilized by the General Secretariat differ in certain
respects from generally accepted accounting principles customarily applied in the
presentation of financial statements. A description of the significant differences from
generally accepted accounting principles is set forth in Note 4 fo the financial
statements. The General Secretariat maintains an accounting system and related
controls to provide reasonable assurance that financial records are reliable for
preparing financial statements. The system includes a program of internal audit to
provide assurance that proper procedures and methods of operations are used to
implement plans, policies and directives of the General Secretariat.

in addition, the Board of External Auditors, which consists of three members
elected by the General Assembly, is authorized to audit all accounts, funds, and
operations of the Organization. The Board of External Auditors has engaged the
services of the independent accounting firm of Ernst & Young to audit the financial
statements. Their opinion on the financial statements is based on auditing procedures
which include a review of the internal control structure and selected tests of
transactions and receords. These auditing procedures are intended to provide a
reasonable level of assurance that the financial statements are fairly stated in all
material respects. The Board periodically meets with the independent auditors,
officials of the General Secretariat, and internal auditors to review and evaluate
accounting, auditing and financial reporting activities and responsibilities. The Board
of External Auditors, the independent auditors as well as the internal auditors have
unlimited access to all records maintained by the General Secretariat.
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Washington, D.C. 20036

Report of Independent Auditors

Board of External Auditors
Organization of American States

We have audited the combining financial statements of the following funds of the
Organization of American States (the Organization) as of December 31, 1993 and for
the biennium then ended, listed in the accompanying table of contents on page 11-9
herein. These financial statements are the responsibility of the Organization’s
management. Our responsibility is to express an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with generally accepted auditing standards
and the external auditing requirements prescribed in Chapter VII of the General
Standards of the Organization of American States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

As described in Note 4, the Organization of American States prepares its financial
statements on the basis of accounting practices prescribed by the Budgetary and
Financial Rules {which include the applicable financially-oriented General Standards
adopted by the General Assembly of the Organization of American States) which is

a comprehensive basis of accounting other than generally accepted accounting
principies.

As more fully described in Note 7, at December 31, 1991, the Organization recorded
certain obligations in the Regular Fund and in FEMCIECC, CEC and CMP (the CIECC
Funds), which in our opinion, departed from criteria set forth in the Budgetary and
inancial Rules of the Organization in that they did not represent firm commitments
as prescribed by such rules. In addition, the Regular Fund recognized its 1991
administrative and technical support contribution from the CIECC Funds on the basis
of these obligations. Income to the Regular Fund, as well as the corresponding
charges to the CIECC Funds, should not have been recognized because the obligations
on which such amounts were determined did not constitute valid obligations under the
terms of the Budgetary and Financial Rules. As a result of these departures from the
Budgetary and Financial Rules of the Organization during 1991, the biennium ended
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December 31, 1983 financial statements reflect misstatements causing biennium
deobligations to be overstated by $4.3 million; biennium obligations to be understated
by $11.3 million; and, charges to the CIECC Funds for administrative and technical
support and corresponding Regular Fund income to be understated by $0.8 million.

In our opinion, except for the effects caused by the recording of certain obligations
and related interfund income, as discussed in the preceding paragraph, the financial
statements listed in the accompanying table of contents present fairly, in all material
respects, the individual and combined funds’ assets, liabilities and fund balances for
the funds of the Organization of American States referred to above at December 31,
1993, and the changes in fund balances for the biennium then ended on the basis of
accounting described in Note 4.

Our audits have been made primarily for the purpose of expressing an opinion on the
basic financial statements listed in the accompanying table of contents for the funds
of the Organization of American States referred to in the first paragraph of this report
taken as a whole. The accompanying supplementary information in Schedules 1
through 20 is presented for purposes of additional analysis and is not a required part
of the basic financial statements. Such supplementary information has been subjected
to the procedures applied in the audits of the basic financial statements and, in our
opinion, except as stated in the second preceding paragraph, is fairly stated in all
material respects in relation to the basic financial statements mentioned above taken
as a whole.

We have previously audited and expressed a qualified opinion for the effects of
recording certain obligations and related interfund income, as discussed in the third
preceding paragraph, on the financial statements of the above funds of the
Organization of American States for the biennium ended December 31, 1991,
summarized comparative information from which is presented herein.

May 6, 1994

Except for Note 18, as to which the date is
May 13, 1984

-7






ORGANIZATION OF AMERICAN STATES
TABLE OF CONTENTS

FINANCIAL STATEMENTS

General, Operating, Working Capital,
and Reserve Subfunds - Combining
Statement of Assets, Liabilities

and Fund Balances.

General, Operating, Working Capital,
and Reserve Subfunds - Combining
Statement of Changes in Fund
Balances.

Specific Funds - Combining Statement

of Assets, Liabilities, and Fund
Balances and Changes in Fund Balances.

i1-9






ORGANIZATION OF AMERICAN STATES

FINANCIAL STATEMENTS

[-11






680'sL $
0991
oo0'e

(@ 229'g

(@
v10'vL
(e)
062'Z
£0/
ggl'ge 3

6206,
810'22
8LY's

ECi
69

(®)
OrEYy $

paulguio)n
lB6}
‘L deqlieoag

L LigIHX3

sajou BuAuedwonoe sag

L66L Ul pue £661 Ul 000'SZ8 24 10 BL0oL 1SalalUl patiajep Sepnioxe Junowe pauguoed ayl (q)

166 Ul 000'S28'04$ PUB £661 Ul 9jqeAed/salqeAladet] punysiu] JO 000'SL8'6$ SepN|oxe Junotue pauiquico syl (e)

L1596 $ 962'0¢ 02¥'LS  PBLPLS  ISS'EL$  I8L'EL &
yEbal . Per'BE wawdinba pue sBuping ‘puel Ul JUBUHSBAU|
eSSV AM,% 18T ~TLLE 1696 ) WA punjgng ealesay/lendes Bupiom
lgge i Ll ABTE pajeudoiddeun punigng Bunesedp/elsusy
{9) 696°28 /88'S 928 188°2 #* ove'o 0909} paeldolddy punjgng Buieiedo/jelsusy
'sasueeq pun4
(s} 029} b 682 SPE (91 ©10N) etuooul 1salsILI paale(]
862° 11 662 L1 (11 810N) 1g8p wier—HBuo
() G/8'6 {91 810N) spuny YO pelelye 0l enQ
290's ol 61 6i £/e or9'y saliigel| euio pue ajqeded sjunoody
0ee zl 61 68 g8 Z0t B0UBADE Ul pO30oj0d safipa|d/seiond
g96'9L ¢ £51'Le 82 $  vBE't §  6£9'L $  ¥6ESOL § {2 e10N) suonebliqo perepinbiiun
SIONVIVE ONN4 ANY SALMIgYn
[62'96 § 962'0¢  02FL$  ¥8LPL S Igs'el ¢ 18L'LL §
zeL'ez zeL'se (+1 pue g seloN)
wewdinbs pue sBuipjing ‘pue| u Aynby
For'y 8e gzbv'y {& @10N) suoneudoldde
Sieal aining 01 pableyo eq o} sjunowy
co 9 ot Sjosse IsUl0
o8] g z 0S saaAo|dlWs 0] SEoUBADY
(e) gl2'e 112 BYZ'E 820'c (91 @10N) SPUN} SYO Paielle woljeng
viv'eg § veo'e$  ZEV'L$  068'0LS  99k'OL$  LSE9E § (9 e10N) pung Ainseait gy U Aunba pue useg
S13ssvY
paliquiod dWD 030 DO3OW3d Avds Einboy

£661 'LE Bauweleg

(spuesnot) uy)

SIONVIVE GNNd ONY S3HLTIEGVYIT 'SL3ISSY 30 ININ3LVIS DNINISWNOD

SONNZ9NS IAHISTY OGNV TVLIdYD BNDMHOM "DNILVHIJC "TvHaNID

S31VLS NYOIHINY 40 NGILVZINYDHO

-13



() 2298 ¢

sejou BuAveduwoooe veg

BLUDOUL8BIBIUL PRLIBISP JO GO0'SLR TS SOPNIOXS L6066 PUB £6—2661 JO PUS BU) je SBdUR(EG PUN) By JO SIUNOWE PaLIGWoD syl (q)
"SpUNy BAll0edsel Bl U] SeinlipusdXe Se PeleuUILIe 818 SUDKNQUILOD YoNg
‘pun4 einBoy eul 0} sUOINGUIIOD PUNKIBILT JO 16—0661 Ul 000'L0F'¥$ PUB £6—2661 U1 000’62 ES SOPNIOXE JUNOWR PBUIqWOod 8y} (2)

% (@) os2'vv ¢ lst'ed e90't $ £66'6 $ arL'LL ¢ 1gg'el ¢
(D (242 v1) (o) 229's L2L'g g2z gev's 8EE'Cl {sse'or)
ves'es £80'SE 082't 178 §95'2 (e6t't) 585'9%
gol'ost 28’051 lEe'E 989 $8.'8 ceo'st o6F'sel
GGs'g 80}1'5 801'6
£2l'8lL 682'0C 682'02
0b9'vL 62661 606'1
¥65'2 6g0'e Ga0'e
LOE'LL g00°'ct 800'ElL
(e) 896’1 ¥ (e) gve'oe i52'cd  ogs ¢ cgl's ¢ 6et've
(e) eotv'sz (e} g91'se £L0'sE 060'S1
2N Sei'v} SEL'FL
(e) veg'sL ¢ (e} Ziv'sL ¢ Liv'el ¢
azo'vLi m 595'661 ¢ Lig'y ¢ 285'L ¢ 0se'2L $ ivs'el $ 6.0'291 ¢
0628’2 08€'2CH 0S8 8ig G99'2 922 1Z2¢'8
920'S £96's big 96 806 S0zl e9t'e
{e) oy (e} oF 68.'c
0.9'191 291211 gse'e | Lil'el 01+l 90v' 9t
- gle gig
0/9'191 $ 08¥' 2L % gee'e ¢ €121 % 110'e1 ¢ 0l¥'2L $ vrel'ovl ¢
patigqiios peulquicy diND 239 SRENSILEE AVGS fEjnbey

1661 'Ig legiusnaq
papus wnjuusig

< LigiHx4

£661 'LE 18qWieneg pepus wnjuuelg

(spuesnoyy ui)

poited Jo pus 1B sesuejeq pund

poued jo Huuubag e (sHowep) seouejeq pund
poued Buunp (eseslosp) esealaly 1o

setousbe lelio 01 suoiNgUILDT}

1500 [guuosled pue eANRNSLILDE UOWILION

wswaBeue |y 1of 12LRISID0S B} 1O SANIAIDY

sijrjy (efe Joj lepeleloeg syl o seNIANDY

sialenbpeel] woi Aemy S8010 U} JO SeNiANDY
SlBllY [BIN}ND pue diflilejog

'leuciieonp 1o} 1eHLISI00S BUl JO SORIAROY
silepy jeloosg pue

OILIOUGO T 10} 18Je18108S 61} O S8NIAIDY

jB|iele1aeg jeiausr) eyl JO 80O PAINIEXT

jlouneg suruMa pue Alguiessy (Rieuan

suolepdosdde of

wensind suolieblgo pue seinupuedxy

sesealnag

(4 e10N) suoyeBygosp pue 'spuniel '8WOU| JBYIO
(g 810N} eWwooul pun 4 Ainges| SYo

(¢ e10N) Hoddns jeajuyos)
pue sajleisiuiuipe jo) Uognguiuon

siipeio wewAed wdioid sse
{+ e10N) suondelioo sbpsd/elony

$88e8IoU}

SIONVIVE GNMH Ni SIONVYHS 30 INIWILVIS ONINIGWO D
SANNJENS TV.LJYO DNDIHOM ONY 'SAHISIH 'ONILVYHILO WYHINTD

SILVYLS NVOTHIRY 40 NOHLVZINVOHO

-14



sejou GujAvedwosoe seg

Cie'0L s 129'92 ¢ 82 ¢ 25tk ¢ LIG'ES 956's ¢ c0.L'91 ¢
EEV . gle'ol 2v9 €28 v8e"t L62'E gL'y
0882 85£'9} (gse) (12) £61'¢ 599'2 B2E'1 1
gig'ie I20'vy 228 G SZT'e G80'6 £1e'2e
869'v9 G6E'09 1) {(r1) 8iv'y 0L} c0e' vy
B22'1 25t (gig) {ssz) zLo 6b2 98
v26'29s E¥6'6G § 18t $ He § 208'c ¢ ¥ L g 8e6'er $
pauiqwod peuigluon dND 035 BRERITEE] as TaRER

[651 1€ £661 ‘LE laguisnaq pepua Winjuusig

laqillaseq

pepus {spussnowy u)
wnjutslg SIADNVYIVE ONNH NI STONYHD 40 INIWILVLIS SNINIGRCD
SANNd DiID3ds

ge9'¥1L ¢ 0gs'se ¢ 69 & 10z ¢ coL'r s 1852 & le'es
ELE'QE 1i9'92 ¥82 gst li8'e 985'G 20.'9l
062 96 € ] {g) tol 08
SES'e § Go8's § zg % ie ¢ 0Es § lot't $ . 19i'e ¢
929'%1 § 025'sE$  69€ § 102 § 20L't$ 1862 §  292'12 ¢
v62 et 2 o9z 504
PrE'PL S £80'Ec$ 69t ¢ 102 % 00L'v ¢ G685 § gS8'0Z %
pauigiion paljGiion dAD D35 S5O3PWId T HVAST T THVIRSIY”

{661 e ©661 '1E Jegwedaqg

Jequesa()

€ LigIHX3

(spuesnoy: u)
SUNNA 214103 dS

SZAVLS NVOIHSWY 40 NOILYZINVODUO

poled Jo pue e sesueeq PUN4
poped jo Buu|Baq je sesuejeq pung

poued Bulinp (eseeiosp) sseaiou) 18N
semypuedxs pue suoebigo

seseeioag

sigjsuell pue 'siollop 0] Winie: 'alWosu] 180
(6 pte ¥ sei0N) suogngpiuoy

S8Sea.lIoU|

seoueleq pung
ssjllGel} 180 pUe ejgeied s1UN00YY
suofiefijaQ peepmbrun

SIONYIVE ONN4 ONY S3ILTIavh

sejgeAlsosl 1ello pue sesfojdwizy 0 seocteApy
{9 e10N) pund finsea:) sy ) Ainbe pue ysen

S1358V

SIONVIVE QN4 ANV 'SIIUTIEVIT ‘'S13SSV 40 ININILVLS DNINIGWOD

II-15






ORGANIZATION OF AMERICAN STATES
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1993 AND 1991

-17






ORGANIZATION OF AMERICAN STATES
NOTES TO FINANCIAL STATEMENTS

DECENMBER 31, 1993 AND 1991

Organization and Financial Statements

The General Secretariat is the central and permanent organ of the
QOrganization of American States (OAS). To ensure observance of limitations
and restrictions placed on the use of resources available to the 0OAS, the
accounts of the OAS are maintained in accordance with fund accounting
principles. Separate accounts are maintained for each fund. In the
accompanying financial statements, the funds administered by the General
Secretariat are grouped in the following categories, according to their source
of financing and purpose:

Reqular Fund, financed mainly by the assessment of quotas to the
member states and contributions from certain other OAS funds (see Note 4D).
The purpose of this fund is to provide the General Secretariat with general
support as well as technical supervision and administrative services to the
programs;

Special Multilateral Funds, financed mainly by voluntary contributions of
the member states to support the programs adopted by the Councils and
approved by the General Assembly;

Specific funds and funds from special contributions (Specific Funds),
financed by grants or bequests to finance activities specified by the donor or
tegator, and any other contributions by national or international, public or
private entities, for carrying out or strengthening specific activities or programs
of the General Secretariat.

The financial position and changes in fund balances of the Regular and
Special Multilateral Funds are reflected in Exhibits | and 2 on a combined basis.
In addition, the financial position and changes in fund balances of the Specific
Funds are included as Exhibit 3 on a combined basis.

General and Operating Subfunds

Quota and voluntary pledge contributions and the corresponding costs
incurred in carrying out budgetary activities of the funds are included in the
accompanying financial statements, where applicable, as general or operating
subfunds activity.

11-18



Regular Fund

In addition to the activities of the General Secretariat, the following
activities are financed through budgetary appropriations of the Regular Fund
and are included in the financial statements of the Regular Fund:

General Assembly

Meeting of Consultation of Ministers of Foreign Affairs
Special Consultation Committee on Security
Permanent Council of the OAS

Inter-American Council for Education, Science and Culture
Inter-American Economic and Social Council
Inter-American Commission of Human Rights
Inter-American Nuclear Energy Commission
Inter-American Commission of Women

Inter-American Committee on Peaceful Settlement
Inter-American Juridical Committee

Inter-American Children’s Institute

Inter-American Statistical Institute

inter-American Court on Human Rights

Inter-American Commission for Drug Abuse Control
Inter-American Quincentenniai

Special Development Assistance Fund

The Special Development Assistance Fund (SDAF) was established in
1964 to provide training, technical and other assistance in the economic and
social affairs areas to the member states. SDAF is under the supervision of the
Inter-American Economic and Social Council.

Special Multilateral Fund of the Inter-American Counci for Education, Science
and Culture

The Special Multilateral Fund of the Inter-American Council for Education,
Science and Culture (FEMCIECC) was established in 1268 to promote relations
and mutual understanding between the peoples of the Americas through
educational, scientific and cultural cooperation and exchange among the
member states. FEMCIECC is under the supervision of the Inter-American
Council for Education, Science and Culture.

Special Account for Culture

The Special Account for Culture {CEC) was established in 1971 to
promote the identification, restoration and preservation of the many
manifestations of cultural heritage of Latin America and the Caribbean.

lI-20



*

CEC is under the supervision of the Inter-American Council for Education,
Science and Culture.

Mar del Plata Account

The Mar del Plata Account (CMP) was established in 1972 as a regional
effort to promote institutional development of the educational, scientific and
technological infrastructure in the member states by seeking both to expand it
and to apply it to practical problems of development. CMP is under the
supervision of the Inter-American Council for Education, Science and Culture.

Other Entities and Specialized Organizations

The assets and liabilities at December 31, 1993 and 1991, and the
related income and expenses for the vear then ended, of the following
organizations, which are subject to separate budgetary control and financial
reporting, are not included within the accompanying financial statements of the
QAS:

Inter-American Defense Board *

Inter-American Indian Institute

Inter-American Institute for Cooperation on Agriculiure*®
Inter-American Library Simon Bolivar *
Inter-American Music Council *

Leo 5. Rowe Pan American Fund *

OAS Medical Benefits Trust Fund *

OAS Retirement and Pension Fund *

Pan American Development Foundation *

Pan American Health Organization

Pan American Institute of Geography and History
Rowe Memorial Benefit Fund *

Recipients of cash and/or in kind contributions or administrative services from the
Regular Fund.
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2. Warking Capital and Reserve Subfunds

Subfunds have been established and are financed under the following

criteria:

a.

Regular Fund - Working Capital Subfund is a contingency reserve to
provide for the continuous functioning of the regular activities of the
General Secretariat. In accordance with the General Standards to
Govern the Operations of the General Secretariat (General Standards),
the excess of income over obligations and expenditures of the General
Subfund is to be added to the Working Capital Subfund. To the extent
that there is a Working Capital Subfund balance, excess obligations and
expenditures over income in the General Subfund is covered by a
transfer from the Working Capital Subfund. [n addition, the General
Standards permit the temporary use of the Working Capital Subfund to
finance Regular Fund expenditures pending the receipt of anticipated
income.

As of December 31, 1993, $1,220,327 was transferred from the
Working Capital Subfund to the General Subfund. The balance of the
General Subfund of $16,060,000 is restricted to finance unobligated
appropriations.

SDAF - Reserve Subfund is a contingency reserve to provide for the
continuous functioning of the regular activities of the Operating Subfund.
In accordance with the statutes of the SDAF, interest earned and
miscellaneous income are added to the Reserve Subfund.

In order to adjust the Reserve Subfund to the maximum level of 25
percent of the annual Program Budget as of December 31, 1993,
$2,235,256 wvas transferred from the Reserve Subfund to the Operating
Subfund.

FEMCIECC, CEC, CMP - Reserve Subfund Pursuant to the Uniform
Statutes of FEMCIECC, CEC and CMP, approved by the General
Assembly in 1988, AG/RES. 919 (XVIH-0/88), the Reserve Subfunds are
contingency reserves to provide for the continuous functioning of the
regular activities of the Operating Subfunds. The Reserve Subfunds are
financed by the expired appropriations of the corresponding Operating
Subfunds, interest earned on their balance, and other miscellaneous
income. The Reserve Subfunds may not exceed 20% of the biennium
appropriation of their corresponding Operating Subfund.

In order to adjust the Reserve Subfund to the maximum level of 20% of
the biennium budget as of December 31, 1993, the following amounts
were transferred from the Operating Subfunds to the Reserve Subfunds:

n-22



$1,203,499 for FEMCIECC, and $140,821 for CEC. In CMP, in order
to adjust the operating subfund to the level of 1993 unobligated
appropriations, $247,246 was transferred from the Reserve Subfund to
the Operating Subfund.

Specific Funds (Exhibit 3)

These funds include contributions and grants from member states
observers and other interested parties for purposes of conducting special
projects and activities. These funds also include designated funds which have
been segregated for specific purposes and whose use is restricted through
designation by the General Assembly or the General Secretariat.

Biennium Financial Reporting

The OAS operates on a two-year (biennium) budgetary reporting period.
As a result, the aggregate funds appropriated for the biennium are divided into
two reporting periods: 1) the Secretary General approved budget representing
that portion of appropriations allocated to the first year of the biennium; and
2) appropriations reserved for execution during the second year of the
biennium.

To the extent that the appropriations allocated to the first year are not
obligated at the end of the first year, they are added to the second vear’s
reserved balances and the aggregate becomes available for obligation in that
year. The preparation of financial statements is based on this biennium cycle,
with interim statements being prepared at the end of the first year, the
midpoint of the biennium. The statements at the end of a biennium period
include the cumulative financial information for the two-year period. For
comparative purposes, interirmn statements at the midpoint of the biennium are
compared to the most recent previous midpoint; statements at the end of a
biennium are compared to the most recent previous biennium.

The General Standards provide that appropriations are available to meet
the obligations incurred during the fiscal period for which they were approved.
At the end of a fiscal period, unobligated appropriations expire and are not
available for future use, uniess otherwise approved by the General Assembly.

Agccounting Principles

Except as described in Note 7 below, the accompanying financial
statements have been preparedin accordance with the Budgetary and Financial
Rules of the OAS (Rules}). The Rules provide the basis for the accounting
principles applied in the preparation of the financial statements. The Rules
were adopted to meet budgetary and other requirements of the OAS and, as
such, result in accounting principles which vary in certain material respects
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from generally accepted accounting principles. The significant deviations from
generally accepted accounting principles are as follows:

A.

The General Secretariat deems it impractical to evaluate the collectibility
of assessed but uncollected quotas and voluntary pledges outstanding;
therefore, quotas and pledges are included in the financial statements of
the various funds only to the extent coilected. Contributions from
member states and from other interested parties for specific purposes are
similarly recorded at the time of collection.

As described in Note 7, unliquidated obligations in certain funds include
amounts related to commitments resulting from offers made by the
funds to member states or other institutions to disburse monies for the
procurement of goods or services in future periods. Such amounts do
not represent liabilities or unrelated third party commitments at the end
of the respective periods. They represent amounts anticipated to be
expended in the subsequent year or biennium in the completion of a
particular program or activity.

The OAS provides certain benefits to its employees which accrue to
them during periods of employment and are payable at various times
during emplioyment or upon separation, whether voluntary orinvoluntary.
Costs for such employee benefits are recorded upon payment rather than
as such benefits accrue.

These expenditures are as follows:

1890/81 1992/93
Home travel 458,000 476,000
Repatriation of family
and household goods upon
separation 223,000 168,000
Separation Indemnity and
termination pay 1,731,000 2,416,000
Medical benefits
subsequent to separation 1,687,000 1,961,000
Total 4,096,000 5,021,000

Unrecorded earned annual and special ieave approximated $8,193,000
and $7,420,000 at December 31, 1993 and 1991, respectively.
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D. The General Assembly of the OAS adopts a consolidated program-budget
which includes the budgets for the Special Development Assistance
Fund, the Special Multilateral Fund of the Inter-American Council for
Education, Science and Culture, the Special Account for Culture and the
Mar del Plata Account in addition to the Regular Fund. In the
consoclidated budget, the amounts appropriated for substantially alt
approved (career) personnel costs are included in the Regular Fund’s
budget. In addition, certain other administrative costs benefiting all
funds are included in the budget of the Regular Fund. In lieu of
allocating these costs to various funds on a services-rendered basis, the
General Assembly has provided that the other funds pay a contribution
to the Regular Fund for administrative and technical support. The
amount of the contribution may not bear a direct relationship to the
actual cost of the services provided to those funds during the period.

E. The Combining Statement of Assets, Liabilities and Fund Balances of the
Regular Fund and FEMCIECC include certain amounts to be charged
against future appropriations. These expenditures are deferred as a
means of budgetary financing and not because of or in relation to
benefits which may accrue to future periods.

F. The Statements of Assets, Liabilities and Fund Balances of the Regular
and consolidated Special Multilateral Funds do not include unexpended
advances issued in the performance of certain OAS programs. (See Note
8).

G. Contributions from member states and other interested parties in the
form of use of facilities and services are received by certain of the
activities of the funds administered by the General Secretariat. No
amounts are recorded in the accompanying financial statements relating
to the use of such facilities or services inasmuch as the General
Secretariat deems it impractical to measure their value.

Land, Buildings and Equipment

The General Secretariat follows the practice of charging to current fiscal
period’s appropriations the amount disbursed in acquiring real property,
equipment, and works of art and subsequently capitalizing such acquisitions in
a separate Fixed Assets Fund. This practice allows the OAS to continue to
reflect those expenditures for fixed assets against the amounts appropriated for
such purposes while, at the same time, presenting them as capitalized assets
on the Combining Statement of Assets, Liabilities and Fund Balances. Such
assets acquired by the Regular Fund with associated long-term debt are
capitalized in the amount of the total cost including the long-term debt, That
portion of the Regular Fund’s purchases not financed by long-term debt is
inciuded in investment in land, buildings and equipment.
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The associated debt is then amortized against current and future years’
appropriations ($1,115,000 in 1992/93 and $925,000 in 1990/91) to provide
for current mortgage payments. {See Note 11).

A sinking fund aggregating $516,000 at December 31, 1990 was
established in the Regular Fund for the purpose of retiring the original
$1,200,000 note payable in 1992. On December 31, 1986, the General
Secretariat paid $600,000 of the principal amount and the remaining balance
of $600,000 was paid in February 1991. The related fund balance is reflected
in Exhibit 1 as investment in land, buildings and equipment.

Land, buildings and equipment are recorded at cost and depreciated on
a straight-line basis over their estimated useful lives. The composition of fixed
assets at December 31, was as foliows:

Depreciation_Basis 1893 1981

Land {Note 11) - not depreciated $ 5,491,306 $ 5,491,305
Buildings (Note 11} - B0 years 26,943,549 24,374,561
Vehicles - B years 1,729,182 1,092,373
Furniture and equipment - 10 vyears 7.040,961 7,815,200
Technical machinery and - 10 years 4,228,825 2,634,476
equipment
Works of art - not depreciated 1.388,762 858,342
46,822,584 42,166,957
Less:accumulated depreciation {17,090,493} (15,023,575}
Book value as of December 31 $29,732,091 $27,073,382

Only those assets under direct control of the General Secretariat at its
headquarters, its offices in the member states and certain assets within the
missions are included in the financial statements. Acquisitions on behalf of
OAS supported projects in the member states are recorded in memorandum
accounts only since it is the policy of the General Secretariat to donate these
assets to the recipient projects after a two-year period.

Equipment and/or scientific materials provided to projects in the CIECC
area are treated as donations at the time of dslivery.

[-26



Equity in OAS Treasury Fund

All U.S. dollars available for use in carrying out the activities of the
various funds of the OAS are consolidated in the OAS Treasury Fund. The
Regular Fund, the Special Multilateral Funds, and the Specific Funds maintain
an equity to the extent of their cash balances retained therein. The Treasury
Fund is administered by the General Secretariat and amounts not immediately
required for operations are invested. Subject to certain conditions, income
earned by the Treasury Fund is added to the equities of the various funds in
proportion to their equity balances.

The composition of the OAS Treasury Fund at the end of the
corresponding periods is as follows:

1993 1991

Demand and time deposits, net of $3,864,000 $19,864,000 $58,623,000
and $1,168,000 drafts not presented for payment

at December 31, 1993 and 1981, respectively

Repurchase Agreements 7,482,000 -
United States Treasury Notes (1} 68,300,000 -
Accrued interest receivable 1,135,000 341,000

{1 Maturities of US Treasury Notes:

$86,581,000

$58,264.000

Cost Market
Current {less than 1 year) 14,000,000 14,166,240
1- 5 years 32,000,000 33,777,140
6 - 9 years 22,300,000 24,786,428
68,300,000 72,729 808
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Unobligated Appropriations and Unliguidated Obliaations

At its Twenty-Third Regular Session in June 1993, the General Assembly
adopted AG/RES.1230 (XXII-0/93) which authorized the carryover of
unobligated appropriations in the Special Development Assistant Fund from the
1891 and 1993 biennia into the 1995 biennium. In the CIECC Funds, 90% of
the unobligated appropriations as of June 30, 1994 were authorized for use in
1995 programming, while 10% was designated for the reserve subfunds.

In conjunction with the 1981 biennium closing, obligations totalling
approximately $16 million were recorded in the Regular and CIECC Funds which
were not in compliance with criteria set forth in the General Standards. The
effect of recording the obligations was that at December 31, 1991: a)
obligations and unliquidated obligations of the Regular and CIECC Funds were
overstated by approximately $7 million and $9 million, respectively, and b) the
contribution for administrative and technical support (income of the Regular
Fund and expense of the CIECC Funds) was overstated by $1.4 million.

As a result of this departures from the Budgetary and Financial Rules of the
Organization during 1991, the biennium ended December 31, 1993 financial
statements reflect misstatements causing deobligations to be overstated by
$4.3 million; obligations to be understated by as much as $11.3 million; and,
charges to the CIECC Funds for administrative and technical support and
corresponding Regular Fund income to be understated by as much as $0.8

million.

Accountable Advances

In the performance of various activities, the administrators of the various
funds may deem it necessary or appropriate to advance funds for the conduct
of a program or a specific event prior to the actual occurrence of the expenses.
In the opinion of the administrators of the funds such action is necessary to
assure the timely performance of such activities. Recipients of advances are
required to submit an accounting or suitable supporting documentation for the
resulting expenditures in a form deemed adequate by the administrators of the
funds and by the Department of Financial Services. Advances of this nature
are recorded as expenditures in the period in which funds are advanced.
Advances for which a subsequent accounting was required at December 31,
1993 and 1991, were as follows:
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December 31

1993 1981

Regular Fund $ 150,000 $ 62,000

Special Development Assistance Fund 35,000 62,000

Special Multilateral Fund of the Inter-American

Council for Education, Science & Culture 56,000 291,000

Special Account for Culture b,000 17,000

Mar del Plata Account 9,600 141,000
$255,000 $573,000
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9. Contributions to Specific Funds

Contributions to Specific Funds during the biennium ended December 31,
1993 as reflected in Exhibit 3 of the accompanying financial statements were

as follows:
Contributor REGULAR FUND SDAF FEMCIECC CEC CMP TOTAL
Members:
Argentina $¢ 160,636 $ 2,832,996 $ 441,590 $ 282,316 $ 3,717,638
Bahamas 316,763 316,763
Bolivia 5,000 (83) 4,207
Brazil 50,000 1,101,723 1,151,723
Canada 2,640,508 735,697 200,499 3,676,704
Chile 64,075 320,525 $ 167,000 551,600
Colombia 70,703 32,384 103,087
Costa Rica 46,178 46,178
Dominica 2,000 2,000
Dom. Rep. 966 966
Ecuador 5,874 h,874
El Salvador 1,144 913,940 915,084
Guatemala 67,2056 67,205
Honduras 2,325 21,596 23,921
Jamaica 15,269 15,269
Mexico 12,000 908,000 637,230 26,600 205,000 1,788,830
Panama 1,000 176,000 177,000
Paraguay 90,001 80,001
St. Lucia 3,720 3,720
5t.Kitts & Nevis 3,000 3,000
Trinidad Tobago 8,230 8,230
United States 34,103,287 1,294,912 1,100,000 37,198,199
Uruguay 24,551 516,185 540,736
Venezuela 18,847 17,808 136,995 17,611 191,261
Observers;
European E.C. 757,386 757,386
Finfandia 507,631 507,631
France 372,164 372,164
Germany 342,335 1,183,855 1,626,190
ftaly 183,750 183,750
Japan 1,500,000 1,500,000
Netherlands 570,081 570,081
Spain 351,367 17,000 368,367
Non Member States:
England 22,071 22,071
Norway 56,317 56,317
Sweden 98,748 98,748
United Nations 453,631 293,400 747,031
QOthers 1,622,528 1,125,262 73,0086 13,075 2,733,872

$43,937.787 511,471,456 $3,805,559 $241,286
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10.

11.

Tax Reimbursements

Tax reimbursements represent amounts assessed or to be assessed to
certain member states for reimbursements made to certain employees of the
General Secretariat for income taxes paid to the respective member state.

Long-term Debt

Long-term debt was incurred solely by the Regular Fund under the

following terms and conditions:

A. First Mortgage with Aetna Life Insurance Company (secured by the

General Secretariat Building - 1889 F St.)

Principal amount at
December 31, 1993:
Repayment terms:

Annual interest rate:
Interest expense during
1992/93:
Amortization of principal
during 1992/93:
Principal balance,
December 31, 1991:

$11,298,684

25 years, due in monthly instaliments
through September 2004.

9.375%

$2,230,616

$1,114,964

$12,413,558

Principal payments due for the next five years are as follows:
1984, $640,609; 1995, $703,315; 1996, $772,159; 1997, $847,741;

1998, $930,723.

B. Note Pavyable to the Dacor Bacon House Foundation incurred as part

of purchase of land
Original amount:

Repayment terms:

Annual interest rate:

Principal repaid in 1991:

Interest expense during
1990/91

Principal balance, December
31, 1991

$1,200,000

13 years, due January 1992
8.5%

$600,000

$55,250

$0

The principal balance due as of December 31, 1990 was repaid on February 1,

1991.
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12.

13.

C. Second Mortgage with American Security Bank {secured by the General
Secretariat Building - 1889 F St,

Principal amount at
December 31, 1991: $1,600,000

Repayment terms: Repayment commenced February 10,
1990. As amended effective January 1,
1991, all quota receipts which serve to
reduce quota arrearages with minimum
repayment of $3,200,000 per annum
payable in quarterly installments. Prior
repayments terms were collection of
quota arrears plus $3,280,000 per
annum payable quarterly.

Annual Interest Rate: Variable, American Security Bank’'s
base {prime rate).

Interest expense during
1982: $34,842

Balance required: A balance of 5% of outstanding loan
balance must be maintained at
American Security Bank during the term

of the loan.
Amortization of Principal
during 1992: $1,600,000
Principal Balance at
December 31, 1992; 50

Leases

The General Secretariat leases certain facilities and equipment. Rental
expense for such leases was approximately $1,278,000 and $984,000 for the
biennium ended December 31, 1993 and 1921, respectively. Aggregate rentals
subsequent to December 31, 1993 are not significant.

Retirement Plans

All qualified employees of the General Secretariat are participants in
either the Retirement and Pension Plan or the Provident Plan. The plans are
funded by the General Secretariat, other participating agencies and employee
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14.

15.

contributions at fixed percentages of salaries. Pension expense aggregated
approximately $10,571,000 in 1992/93 and $10,132,000 in 1990/91.

As of December 31, 1993 accumulated plan benefits and plan net assets were
as follows:

Actuarial present value of accumulated plan benefits:

Vested $190,686,000
Nonvested 3,928,000
Total at December 31, 1993 $194,614.000
Net plan assets available for benefits $262,619,000

The weighted average assumed rate of return used in determining the
actuarial present value of accumulated plan benefits was 9%.

In addition to the retirement plan described above, the General
Secretariat provides a lifetime annuity to former Secretaries General and
Assistant Secretaries General with survival benefits for their spouses and has
extended pension benefits {0 certain former staff members with expired fixed
term pensions. The cost of these annuities, $497,000 in 1992/93 and
$495,000 in 1990/91, is budgeted and recognized in the year paid. The
approximate present value of estimated future payments of $4.1 million, and
3.5 million at December 31, 1993 and December 31, 1991 respectively, is
reflected in the statement of Assets, Liabilities and Fund Balance of the Reguiar
Fund.

Post Emplovment Health Care and Life Insurance Benefits

In addition to providing pension benefits as described in Note 13 above,
the General Secretariat provides health care and life insurance benefits for
retirees and their dependents. The cost of health care is partially borne by the
retirees. The cost to the General Secretariat for its portion of the health care
as well as the life insurance is recognized when paid. For 1992/93 and
1990/91 those costs were $2,209,000 and $1,959,000, respectively.

Fareign Currencies

Certain income and expense transactions during 1992/93 and 1990/91
were in currencies other than United States dollars. These transactions have
been translated into United States dollar equivalents at rates of exchange in
effect at the time of the transactions. Foreign currency assets included in the
accompanying financial statements, consisting principally of cash and time
deposits ($243,000 and $621,000 as of December 31, 1993 and 1991,
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16.

17.

respectively) have been franslated into United States dollars at the then
applicable rates of exchange. Certain of these currencies are restricted as to
convertibility and, therefore, must be utilized in OAS activities.

Interfund Borrowings

From time to time during 1988, the Regular Fund effected temporary
borrowings from each of the Special Multilateral Funds pursuant to Permanent
Council authorizations. The borrowings were non-interest bearing with various
terms of repayment.

In addition to temporary borrowings the budget approved by the General
Assembly for the Regular Fund for 1987 included authority to borrow
$242,800 from the Mar del Plata Account.

As of December 31, 1983 and 1991, the Regular Fund owed the Special
Multilateral Funds a principal amount totalling $7,000,000 and $8,000,000
respectively. In addition, accrued interest payable of $2,875,809 on 1980 to
1883 borrowings was outstanding at December 31, 1893 and 1991. This
amount was payable in 1985 but because of insufficient resources, the interest
has not been paid. The Special Multilateral Funds have accrued the
corresponding interest receivable. Interest income on the loans by the Special
Multilateral Funds has been deferred, and will be recognized at such time as the
Funds receive the corresponding payment from the Regular Fund.

inFebruary, 1993, the Secretary General decided that resources available
in the Regular Fund permitted a partial repayment of the interfund loans. The
following repayment of $391,000 to SDAF, $351,000 to FEMCIECC, $29,000
to CEC, and $229,000 to CMP, was made to reduce the outstanding principal
balance from $8.0 million to $7.0 million.

Contingencies

There are several cases pending in the labor courts of Brazil brought by
individuals who allege to have been employees of the General Secretariat. So
far, the Brazilian Courts have handed down judgments in two cases awarding
damages of about $200,000 against the General Secretariat. These cases as
well as similar ones are now in various stages of appeal. Additionally there are
several claims asserted by others arising from the normal course of the
Organization’s activities. In the opinion of management, these cases and
assertions will not result in a material adverse financial effect on the financial
condition of the General Secretariat.
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18.

Staff_Judgement

There are a number of pending and threatened actions before the
Administrative Tribunal (Tribunal) in which it is alleged that the Secretary
General has taken administrative measures which have adversely affected the
interest of the complaining staff members.

On May 13, 1994 the Tribunal rendered Judgment No. 124 against the
Secretary General brought by more than 400 staff members with respect to the
non application of a contractual cost-of-living provision. The estimated cost
implications of the Judgment are $9.4 for the period from June 1990 to May
1994 {(applicable for the most part 1o Complainants); $2.8 for the period June
1994 to December 1994; and $5.6 for 1995 (both applicable to almost the
entire staff). Unless the present salary policy of the General Secretariat is
modified in a manner satisfactory to the staff, there will be cost implications
of the judgment which will continue in future years. The Permanent Council
has authorized payments and benefits to staff members and former staff
members through December 31, 1994, equal to those called for in the
Judgment. The costs for the period though May 1994 will be satisfied, in the
most part, by the granting of additional leave to staff members.

Of cases presently pending, approximately 82 staff members have
claimed that the pay level of the posts they occupy are lower than they should
be. The Secretary General is proceeding to have levels of those posts
reviewed, but it not known how many, if any, might be reclassified to a higher
level which would give rise to retroactive as well a prospective cost increases.
There are no other staff cases which when resolved are likely to have
significant financial consequences.
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RETIREMENT AND PENSION FUND

The Retirement and Pension Fund of the Organization of American States is
administered by the Retirement and Pension Committee. At December 31, 1993, the
committee was composed of:

Chairman: Ambassador Lawrence Chewning Fabrega,
representing the Permanent Council

Vice Chairman: Mr. Owen B. Lee, representing the Permanent
Council
Member: Mr. Jose Luis Restrepo, representing the

Secretary General

Alternate: Mr. Raul Sanguinetti, representing the Secretary
General
Member: iir. Patricio Chellew, representing the

participants in the Plan

Alternate: Mr. Roberto Recalde, representing the
participants in the Plan

Secretary-Treasurer: Mr. Luis M. Lizondo
(not a member of the Committee)

The jurisdiction of the Board with respect to the external audit of the Fund was
clarified by the Department of Legal Affairs of the General Secretariat in 1976 at the
request of the Board.

The Board used the services of Ernst & Young fo audit the accounts and

financia! statements of the Fund at December 31, 1993 and 1892 and for the years
then ended. That firm’s opinion on the statements is included in this report.
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Report of Independent Auditors

Board of External Auditors
Organization of American States

We have audited the accompanying statements of net assets available for participant
benefits of the Retirement and Pension Fund of the General Secretariat of the
Organization of American States (the Fund) as of December 31, 1993 and 1992, and
the related statements of changes in net assets available for participant benefits for
the years then ended. These financial statements are the responsibility of the Fund’s
management. Qurresponsibility is to express an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit aiso includes assessing the
accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, information regarding the Fund’s net assets available for participant benefits
at December 31, 1993, and the changes therein for the year then ended, and the
financial status of the Fund at December 31, 1992, and the changes therein for the
year then ended, in conformity with generally accepted accounting principles.

April 26, 1994
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ORGANIZATION OF AMERICAN STATES

RETIREMENT AND PENSION FUND
STATEMENT OF NET ASSETS
AVAILABLE FOR PARTICIPANT BENEFITS

ASSETS

Investments, at market
Short Term Investments
U.8. Govt. And Agency Issues
Corporate Bonds
Municipal Bonds
Miscellaneous Bonds

Common Stock

Equity in OAS Treasury Fund

Receivables, principally accrued
dividends and interest

LIABILITIES

Participant accounts pending liquidation
Provident Plan participants accounts
Miscellaneous payables

Net assets available for participant
benefits

December 31,

1993 1992
$ 11,679,515 $ 12,711,416
56,129,518 63,087,718
41,857,389 29,668,864
1,007,163 986,101
4,296,580 3,140,290
150,078,318 123,873,466
265,048,483 238,467,855
1,276,686 781,275
1,656,285 1,839,873

$ 267,981,454

$ 241,089,003

3,617,708
1,333,463
511,566

5,362,737

$ 262,618,717

See accompanying notes
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1,181,548
1,780,080

251,698
3,213,326

$ 237,875,677




ORGANIZATION OF AMERICAN STATES

RETIREMENT AND PENSION FUND

STATEMENT OF CHANGES IN NET ASSETS

AVAILABLE FOR PARTICIPANT BENEFITS

investment income

Net unrealized appreciation in value
of investments

Net realized gains on sale of investments

interest
Dividends

Less investment expenses

Contributions
institutions

Participants

increase

Payments to pensioners

Liquidations paid to participants
(or their beneficiaries)

interest credited to Provident Plan accounts

Administrative expenses
Decrease

Net increase

Net assets available for participant benefits:
Beginning of year

End of year

Year ended December 31,

1993

8,039,084
9,431,310

7,803,774
2,984,701

28,258,869
409,750

57,849,119

7,757,279
3,877,413

11,634,692

39,483,811

1,793,212

12,393,374
179,300

14,365,886

374,885

14,740,771

24,743,040

237,875,677

1892

$

698,672
3,282,406

8,642,077
2,699,355

15,322,510
341,370

14,981,140

6,740,389
3,370,818

10,111,307

25,092,447

1,708,695

10,672,133
213,714

12,594,542

415,354

13,009,896

12,082,551

225,793,126

$ 262,618,717

$

237,875,677

See accompanying notes
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ORGANIZATION OF AMERICAN STATES

RETIREMENT AND PENSION FURND
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1993 AND 1982

Description of plans

The activity of the Organization of American States Retirement and Pension
Fund includes both the Retirement and Pension Plan (Plan} and the Provident
Plan. The following brief description of the Plan and the Provident Plan is
provided for general information purposes only. The Plan documents should be
consulted for detailed information.

General - The Plan is a contributory plan maintained for the benefit of all staff
members of the Organization of American States (OAS) and other affiliated
agencies. Compulsory contributions are shared 2/3 by the institution and 1/3
by the staff member.

The Provident Plan is also a contributory plan established for the benefit of
certain contracted employees. Contributions by the employer and the
participant are made in equal amounts, and the balances in the accounts are
fully vested in the name of the participants. The total of the accumulated
funds in the Provident Plan participants’ accounts may only be withdrawn at
the time of death, transfer to the Plan, or separation.

Benefits - Amounts included in participants’ Plan accounts may only be
withdrawn at the time of death or separation. Should participants in the Plan
resign, they are entitled to receive the amount of their personal credits
(contributions plus interest) and a percentage of the institutional credit
{employer's contributions plus interest) based upon the vesting provisions of
the Plan.

The vesting provisions provide that participants with less than four years of
participation receive, in addition to 100% of their personal credits, 35% of the
institutional credit. Participants with four years of participation receive 40%
of the institutional credit. Participants receive an additional 20% of the
institutional credit for each additional year in excess of four. They are fully
vested in their institutional credits after seven years of participation.

Minimum conditions for retirement are 55 years of age and 15 years of
participation in the Plan. Upon retiring, participants in the Plan are entitled to
pensions payable for life. Participants who joined the Plan before January 1,
1982, may elect, instead of the preceding benefit, a life annuity based on the
total sum standing to their credit in their accounts. Alternatively, at their
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request, the Committee has the power to substitute some other form of benefit
of equivalent value.

The Plan provides for minimum pension benefits. The minimum life pension for
a participant at age sixty-five, with not less than fifteen years of participation
in the Plan, is an annual amount equal to 2% of the average annual pensionable
remuneration for the thirty-six consecutive months of highest pensionable
remuneration within the last five years of remunerated participation, multiplied
by the number of years of participation up to a maximum of thirty, and 1 2/3%
additional for every year of participation in excess of thirty but no more than
forty. The same method is used to determine the amount of the voluntary
retirement pension due to participants who elect that form of retirement which
is applicable to participants fifty-five years of age or older but less than
sixty-five whose years of participation and age, when added, total not less than
eighty-five. Certain reductions are made for retirement at an age less than sixty
or participation of less than thirty years. Cost-of-living adjustments to pensions
are contemplated in the Plan. '

Death benefits - Upon death of a pensioner (or a participant with no less than
five years of participation who dies while in active service), the pensioner’s
surviving spouse, and minor or disabled children, are entitied to a pension, as
defined in the Plan. When an active participant dies with less than five years
of participation, the surviving spouse and the minor or disabled chiidren, if any,
receive the total of the accumulated funds in the participant’s account.

Disability benefits - Participants with five or more years of participation in the
Plan, whose services are terminated because of physical or mental disability
receive annual disability benefits, in the form of a life pension, as defined in the
Plan. Participants who have less than five years of participation receive the
total of the accumulated funds in their accounts. A participant who joined the
Plan before January 1, 1882 may elect to be covered instead by alternative
provisions on disability retirement defined in the Plan.

Amendments to the Plan - Effective July 1st, 1990, following recommendations
of the Retirement and Pension Committee, the General Assembly of the QAS
approved the following changes in the Retirement and Pension Plan:

- A surviving spouse of a present annuitant who retired before January 1,
1982, and who is alive on July 1st, 1990, shall be entitled to an annuity
on the same terms as those on which this benefit is applied to a surviving
spouse of an annuitant who retired on or after that date.

- Authorized the Retirement and Pension Committee to grant cost-of-living

adjustments of up to 3% per annum on annuities, subject to conditions set
forth in Resolution AG/RES 1051 (XX-0/80}.
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- Reduced from 15 to 7 the number of years of participation required for a
participant to become entitled to withdraw the entire amount of the
institutional credit upon leaving the service, and modified the vesting
schedule.

- Increasedfrom 10 to 50% the annuity of unmarried children who are totally
and permanently disabled, when both parents are deceased.

- Authorized payment of the respec_tive personal credif to the beneficiaries
designated by a participant who dies while in active service with no
surviving spouse or children.

- Established an alternative minimum annuity to participants at the lowest
salary levels.

- Repealed the rule that the surviving spouse may not continue to receive an
annuity if he or she remarries.

- incorporated the necessary provisions for the Plan to continue to enjoy the
status of a "qualified plan”.

- Authorized the Retirement and Pension Committee to enterinto agreements.
with the boards of retirement plans of other international organizations and
member state governments to permit the transfer and continuity of pension
rights and the transfer of funds of participants who leave to work in those
organizations or governments, ar vice versa, as set forth in the amended
Plan.

- Several other amendments to facilitate the application of the Plan were
approved.

Income tax status of the Fund

As an international organization, the OAS is exempt from U.S. Federal
income taxes and such exemption applies to the Retirement and Pension Fund
of the General Secretariat of the OAS.

Funding policy

The plans are funded by the General Secretariat, other affiliated agencies
and compulsory participants’ contributions at fixed percentages of annual
pensionable remuneration. A portion of the income earned on the Retirement
and Pension Fund’s investments is allocated semi-annually to Provident and
Plan participants’ accounts at rates determined by the Retirement and Pension
Committee. The remaining portion, if any, is retained in the Plan’s General
Reserve for administrative expenses and to ensure continued Plan stability.
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Interest credited to participants’ accounts was 12.5% and 10.5% in 1993 and
1992, respectively. Present participants accumulated contributions were
$68,500,000 and $60,400,000 at December 31, 1993 and 1992,
respectively, including interest credited at rates determined by the Committee,
compounded semi-annually.

Investments

The Fund’s investment portfolio is managed by the State Street Bank of
Boston, The Northern Trust Company of Chicago, and Wells Fargo Institutional
Trust Company of San Francisco, within the investment policy guidelines
established by the Retirement and Pension Committee. The Committee also
retains the firm Buck Consultants (Pension Fund Services) as financial advisors.

The State Street Bank manages the domestic equity and bond portfolios,
including the Dedicated Bond Portfolio. The Northern Trust Company manages
the short-term investment portfolio. The Wells Fargo Institutional Trust
Company manages and acts as custodian of the international equity portfolio.
The Northern Trust Company is the custodian of all remaining investments of
the Fund, except for the funds in the Treasury Account of the General
Secretariat of the OAS.

The above mentioned firm Buck Consultants also performs the monitoring of
the investment managers and investment returns to assure compliance with the
Committee’s established policies. Quarterly reports are presented by Buck
Consuitants to the Committee.
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The classification of investments in terms of portfolios and financial instruments
allows the matrix presentation that follows:

PORTFOLIOS 1992

DOMESTIC INTE.

FINANCIAL CATEGO UIT

TTE

TOTAL

SHORT TERM INVESTMENT % 7,576,650 § 4,531,776 $  5eg, 711 $ 33,278 $12,711,415
U.S.GOVERNMENT AND

AGENCY ISSUES 17,078,237 37,278,409 13,731,072 68,087,718
CORPORATE BONDS 7,214,610 22,454,254 29,668,864
MUNICIPALITIES BONDS 286,101 286,101
MISCELLANEGUS BONDS 3,140,290 - 3,140,230
COMMON STQCK 104,670,169 18,203,288 123,873,467
TOTAL $31,.869,497 $68,390,830 $105,239,880 $19,203,288 $13,764,350 $238,467,855

PORTFOLIOS 1293

DOMESTIC INTL.
FINANCIAL CATEGORIES SHORT TERM FIXED TERM EQUITIES EQUITY DEDICATED TOTAL

SHORT TERM INVESTMENT § 7,294,000 $ 4,172,460 $ 213,055 $11,679,515

U.S. GOVERNMENT AND

AGENCY ISSUES 18,538,920 37,590,598 56,129,518
CORPORATE BONDS 10,290,253 31,567,136 41,857,388
MUNICIPALITIES BONDS 1,007,163 1,007,163
MISCELLANEOUS BONDS 4,296,580 4,296,580
COMMON STOCK 121,482,082 28,696,226 160,078,318
TOTAL $36,123,173 $78,633,937 5121,695,147 $28,596,226 $26%5,048,483

These tables facilitate the understanding of the composition and nature of the
investment structure of the Fund. Also, the listing of investment assets in the
Statement of Net Assets available for Participant Benefits follows the classification
by financial instruments in full compliance with generally accepted accounting
principles.
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5. Investment valuation

Common stocks and bonds are valued at fair market value measured by the
quoted price of the active market on which the security is traded as of the latest
trade date prior to year end.

Any asset not traded on an active market such as thinly traded issues are valued by
either obtaining a price from their issuer, a reputable private dealer, or from pricing
specialisis. Quoted prices in active markets or prices otherwise determined are
provided by The Northern Trust Company. Investments for which fair values were
determined by means other than a quoted price in an active market and net
unrealized appreciation {depreciation} for the years ended December 31, 1993 and
1992, are as follows:

DECEMBER 31, 1993
Met Unrealized Appreciation (depreciation)

Quoted Price on Otherwise
Active Market Determined Total

Common stocks $ 10,483,054 $ 433,040 $ 10,916,094
United States Government Obligations (2,891,472) - (2,8591,472)
Corporate bonds (134,348) 89,770 {44,578)
Municipalities bonds 59,040 - 59,040

$ 7,516,274 $ 522,810 $ 8,039,084

DECEMBER 31, 1992
lized A iation {d

Quoted Price on Otherwise

Active Market Determined Total

Common stocks $ 3,061,508 $ 124,746 $ 3,186,254
United States Government Obligations {1,350,801) 10,702 {1,340,099)
Corporate bonds (1,196,102} 69,088 {1,127,014)
Municipalities bonds {20,469) - {20,469)

$ 494,136 $ 204,536 $ 698,672
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Plan termination

If the Plan is terminated, every participant, regardiess of length of
participation, is entitled to all the contributions credited to his or her account
and the increment thereon.

Except to correct any actuarial errors, no part of the contributions to the Fund
made by the General Secretariat of the OAS or any other affiliated institution,
or of the increment thereon, shall revert to the general funds of the institutions
or be used for any other purpose than the exclusive benefit of the participants
or their beneficiaries.

Actuarial present value of accumulated plan benefits

Accumulated plan benefits are thaose future periodic payments, including
lJump-sum distributions, that are attributable under the Plan’s provisions to the
participants or their beneficiaries. The actuarial present value of accumulated
plan benefits is determined by the consulting actuaries, George B. Buck
Consulting Actuaries, Inc.

The significant assumptions used in the valuation as of December 31, 1991,
the date of the most recent in-depth valuation, were (a) life expectancy of
participants {United Nations Mortality Tables - males 1990 table and female
1982 table}; (b} retirement assumptions (assumed 1.3% - 26.4% for ages 55-
64 with 7 or more years of participation or immediately if older than 64); (c)
investment return {an assumed annual rate of return of 9%, of which 6%
assumed credited semi-annually to retirement accounts); (d) retirement benefit
elections (the 1991 valuation assumed 20% of participants prior to January 1,
1982, and 100% of subsequent participants elect pensions upon retirement
with all such individuals commuting 1/3 of their benefits, the remaining
assumed to elect full commutation); (e} cost-of-living adjustments to pensions
{the 1991 valuation assumes that all cost-of-living granted to prospective
pensioners will be funded directly by the Plan, but that the cost-of-living paid
to current pensioners will be funded by the Plan only starting in 1296); (f)
pensionable salary increases of 5% in 1892, 10% in 1993, and 5% in 1994
and thereafter; and (g) administrative expenses of 0.4%.

In addition, the 1881 study assumes that the participating population would
remain level at 800 with new entrants assumed to have the age characteristics
of new entrants since 1988. The foregoing actuarial assumptions are based on
the presumption that the Plan will continue. Were the Plan to terminate,
different actuarial assumptions and other factors might be applicable in
determining the actuarial present value of accumulated plan benefits.
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The actuarial present value of acc

umulated Plan benefits, and benefit

information for December 31, 1991, 1892 and 1993 are shown in the

following table:

1991

ACTUARIAL PRESENT VALUE GF
ACCUMULATED PLAN BENEFITS

Vested Benefits

Participants

Pensioners 28,373
Total vested benefits 148,710
Non vesied benefits 2,832
Total actuarial present value

of accumulated plan benefits $151.642

$ 120,337

1992 1983

{US $1,000)
$ 135,691 $161,130
28,430 29,556
164,121 190,686

3,308 3,928

$167,429 $194,614

The reconciliation shown below sets forth the reasons for the increase in
the total actuarial present vaiue of accumulaied Plan benefits between
. 1983:

December 31, 1992 and December 31

Total actuarial present value of
accumulaiad Plan benefits at
beginning of the year

Increase (decrease) attributable to:
Interest earned on accumulated Plan
benefits

Benefits paid

Benefits accumulated

Assumption changes

Total actuarial present value of
Accumulated Plan benefits at end of
the year

I-16

1982 1993

{US $1,000)
$161,642 $167.,429
13,648 15,069
(9,602) {10,280)
11,741 21,881
5156
$167.,429 $194.614



Eguity in the OAS Treasury Fund

All United States dollars available for use in carrying out the activities of the
various funds of the General Secretariat of the OAS are consolidated in the
Treasury Fund, in which the Retirement and Pension Fund maintains an equity
to the extent of its cash balance retained therein. The Treasury Fund is
administered by the General Secretariat. Amounts not immediately required for
operations are invested by the Treasury Fund and income earned thereon is
added to the equity of the Retirement and Pension Fund in proportion to its
equity balance.
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SECTION IV
ROWE MEMORIAL BENEFIT FUND AND
LEO §. ROWE PAN AMERICAN FUND

The Rowe Funds are trust funds established from monies made available
by Dr. Leo S. Rowe, former Director General of the Pan American Union, the
predecessor of the General Secretariat, and are administered within the General
Secretariat by special committees.

Ernst & Young has audited the accompanying financial statements of
these trust funds and their opinion on the statements of each fund is included
in this report.

Rowe Memorial Benefit Fund

The Fund is administered by the Rowe Memorial Benefit Fund
Committee. The Committee is composed of five ex-officio members who are
officers of the General Secretariat.

Beginning in 1931, the assets of the Fund have been accumulated
principally by contributions received from Dr. Rowe during his lifetime and are
held in trust to provide certain benefits to staff members of the General
Secretariat.

Leg S. Rowe Pan American Fund

The Fund is administered by the Committee of the Leo S. Rowe Pan
American Fund. The Committee is composed of representatives from four OAS
member states, elected by representatives to the Permanent Council for a four
year term and with the Secretary General of the OAS as a permanent member.

The Fund was established in 1948 as a trust in accordance with the will
of Dr. Rowe. lis purpose is 10 provide loans to students from member staies
other than residents and citizens of the United States and to make loans to
OAS staff members for educational purposes or in emergency situations.
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ROWE MEMORIAL BENEFIT FUND
FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 1993 AND 1992
WITH
REPORT OF INDEPENDENT AUDITORS
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ﬂ ggNgT& yOUNG LEP . & 1225 Connecticut Avenue, N.W. @ Phone: 202 327 6000

Washington, D.C. 20036

Report of Independent Auditors

Board of External Auditors
Organization of American States

We have audited the accompanying statements of assets and fund balance of the
Rowe Memorial Benefit (the Fund) as of December 31, 1993 and 1992, and the
related statements of income, expenses, and changes in fund balance for the years
then ended. These financial statements are the responsibility of the Fund’s
management. Our responsibility is to express an opinion on these financial statements
pased on our audits.

We conducted our audits in accordance with generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Rowe Memorial Benefit Fund at December 31,
1993 and 1992, and the results of its operations and changes in fund balance for the
years then ended in conformity with generally accepted accounting principles.

April 24, 1994
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ORGANIZATION OF AMERICAN STATES

ROWE MEMORIAL BENEFIT FUND
STATEMENT OF ASSETS AND FUND BALANCE

December 31,

1993 1992
Assets and Fund Balance
Equity in OAS Treasury Fund (Note 2) $ 18,637 $ 18,017
Investments at cost (approximate market value of
$175,000 and $167,000 at December 31, 1993 and
1992, respectively) 163,420 157,063
Total assets and fund balance $ 181,957 $ 175,080

STATEMENT OF INCOME, EXPENSES AND
CHANGES IN FUND BALANCE

Year ended December 31,

1993 1982

Income
Dividends and interest $ 1,569 $ 6,637
Capital Gain distributions from mutual funds 4,789 13,272
Income from OAS Treasury Fund (Note 2) - 819 716
7177 20,625
Awards and other benefits (Note 1) 300 700
Net Increase during the year 6,877 19,925
Fund balance, begining of year 175,080 155,155
Fund balance, end of year $ 181,957 $ 175,080

See accompanying notes
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ORGANIZATION OF AMERICAN STATES

ROWE MEMORIAL BENEFIT FUND
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1993 AND 1992

Qrganization and Financing

The assets of the Rowe Memorial Benefit Fund (Fund) have been
accumulated principally from contributions received from Dr. Leo S. Rowe, a
former Director General of Pan American Union. These assets are held in trust
to provide certain welfare benefits for employees of the OAS. Administrative
functions of the Fund are provided without charge by the General Secretariat
of the OAS. No amounts are recorded in the accompanying financial
statements relating to the use of services and facilities provided to the Fund as
no objective basis is available to measure the value of such contributions.

Equity in OAS Treasury Fund

All U.S. dollars available for use in carrying out the activities of the
various funds of the OAS are consolidated in the Treasury Fund. Each fund
administered by the General Secretariat maintains an equity to the extent of its
cash balance retained therein. The Treasury Fund is administered by the
General Secretariat and amounts not immediately required for operations are
invested. income earned by the Treasury Fund is added to the equity of each
fund in proportion to its balance.

Investmenis

Investments are presented in the financial statements in the aggregate
of the lower of cost or market value as determined by the latest available
published or brokers’ prices. At December 31, 1993 and 1992, gross
unrealized gains pertaining to investments were $12,539 and $21,030 and
gross unrealized losses were $848 and $1,063 respectively.
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LEO S. ROWE PAN AMERICAN FUND
FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 1893 AND 1992
WITH
REPORT OF INDEPENDENT AUDITORS
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.‘gg ERNST& %/OUNC LLP _ . # 1225 Connecticut Avenue, M., & Phone: 102 327 6000

Washirgton, D.C. 20026

Report of independent Auditors

Board of External Auditors
Organization of American States

We have audited the accompanying statements of assets, liabilities and fund balances
of the Leo S. Rowe Pan American Fund {the Fund) as of December 31, 1993 and
1292, and the related statements of income, expenses and changes in operating
account fund balance for the years then ended. These financial statements are the
responsibility of the Fund’s management. Qur responsibility is to express an opinion
on these financial statements based on our audits. :

We conducted our audits in accordance with generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Leo S. Rowe Pan American Fund at December
31, 1993 and 1992, and the results of its operations and changes in operating
account fund balance for the years then ended in conformity with generaily accepted
accounting principles,

April 24, 1894
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ORGANIZATION OF AMERICAN STATES

LEO S. ROWE PAN AMERICAN FUND
STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES

ASSETS

Equity in OAS Treasury Fund (Note 2)

Investments at cost (approximate market value at

December 31, 1993, and 1992, respectively shown

in parentheses)

Equity investments and related mutual funds
($1,768,000 and $1,751,000}

Fixed income securities and related mutual funds
($4,872,000 and $4,907,000)

Loans receivable (Note 3)
Students
Instaliments not yet due
instalimenis past due
Allowance for uncolleciible loans

Employees of the Organization of American States

LIABILITIES AND FUND BALANGES

Miscellaneous payable

Fund balances
Capital account (Note 1)

Operating account

December 31,

1993

$ 37,150

1,498,443

4,626,872

6,162,465

1,126,261
202,598
(107,442)

1,221,417

465,369
1,686,786
$7,849,251

$ 70,876
1,000,000

6,778,375
$7,849,251

See accompanying notes
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1982

$ 99,232

1,394,210

4,743,841

6,237,283

780,738
179,036
(98,525)

866,249
356,911

1,223,160
$7,460,443

$ 73,000
1,000,000

6,387,443
$7,460,443



ORGANIZATION OF AMERICAN STATES

LEO §. ROWE PAN AMERICAN FUND

STATEMENT OF INCOME, EXPENSES AND CHANGES
IN OPERATING ACCOUNT FUND BALANCE

Income
Dividend and interest income
Capital gains disiributions from muiual funds
Gain on sale of investments

Miscellaneous income

Expenses

Increase in allowance for uncollectible
loans (Note 3)

Investiment management and
custodian fees

Administrative expenses (Note 4)
Loss on sale of investments

Other expenses

Net increase during year

Fund balance, beginning of year

Fund balance, end of year

Year ended December 31,

1893

$ 327,266
108,624
0

34,416

470,306

14,922

15,000

20,000

29 452

79,374
390,932

6,387,443
$6,778,375

See accompanying notes
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1992

$ 355,932
257,508
20,395

24,442
658,277

6,608

15,000

20,000

44,000
85,608
572,669

5,814,774

$6,387,443



ORGANIZATION OF AMERICAN STATES

LED &. ROWE PAN AMERICAN FUND
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1993 AND 19292

Organization and Financing

The Leo S. Rowe Pan American Fund (Fund), a charitable trust, was
established in 1948 by the Governing Board of the General Secretariat of the
Pan American Union (PAU)} in accordance with the will of Dr. Leo S. Rowe, a
former Director General of the Pan American Union. The purpose of the Fund
is to provide loans to students from member states, who desire to study at
colleges in the United States and to provide education and emergency loans
to employees of the OAS. Although the assets of the capital account and the
operating account are not segregated, the assets of the capital account
{$1,000,000} are regarded as being comprised of investments held by the Fund
and, to that extent, are not considered to be available for the purpose of
granting loans.

Equity in OAS Treasury Fund

All U.S. dollars available for use in carrying out the activities of the
various funds of the OAS are consolidated in the Treasury Fund. Each fund
administered by the General Secretariat maintains an equity to the extent of its
cash balance retained therein. The Treasury Fund is administered by the
General Secretariat and amounts not immediately required for operations are
invested. Income earned by the Treasury Fund is added to the equity of each
fund in proportion to its balance.

Loan Status

Non-interest bearing loans are granted to students, payable on various
terms not to exceed five years from the termination of the studies for which the
loans are granted. The Committee of the Leo S. Rowe Pan American Fund
(Cormmittee) has extended the repayment dates for certain loans.
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The activity in the allowance for uncollectible loans was as follows:

1993 1992
Balance, baginning of year $ 93,625 $ 86,917
Provision for uncollectible loans 13,917 6,608
Balance, end of year $ 107,442 $ 93,525

In the opinion of the Committee, the allowance of $107,442 at
December 31, 1993 is sufficient to provide for losses that may be incurred
upon the ultimate realization of these loans.

During 1993 and 1992 the Fund disbursed new student loans
aggregating approximately $389,000 and $372,000, respectively. The Fund
received loan repayments of approximately $180,000 and $160,000 in 1993
and 1992, respectively.

New loans to employees for educational purposes or in emergency
situations aggregated $118,000 and $172,000 in 1993 and 1992 respectively.
The Fund received loan repayments of approximately $81,000 and $44,000 in
1993 and 1992 respectively. The interest rate on new employee ioans granted
in 1993 was 6.5%. Interest rates on outstanding loans granted in prior years
varied from 7.5% to 10%.

Administrative Expenses

The Committee authorized payments of $20,000 in both 1893 and 1292
1o the General Secretariat of the OAS as a reimbursement for a portion of costs
incurred in the administration of the Fund. The accompanying financial
statements include approximately $29,000 in other expenses related to the
services of a contract employee in 1993 ($24,000 in 1892). No additional
amounts are recorded in the accompanying financial statements relating to the
use of services and facilities provided to the Fund by the General Secretariat as
no objective basis is currently available to measure the value of such
contribution.

investments

Investrments are presented in the financial statements in the aggregate
of the lower of cost or market value as determined by the latest available
published or brokers’ prices. At December 31, 1993 and 1992, gross
unrealized gains pertaining to investments were $555,321 and $539,013, and
gross unrealized losses were $23,770 and $19,416 respectively.
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Q:'Egj ERNST& yOUNG LLP 8 7225 Connecricut Avenue, MW, 8 Phore: 202 327 &000

Washington, D.C. 10036

Report of Independent Auditors

Board of External Auditors
Organization of American States

We have audited the accompanying statements of assets, liabilities, and fund balance
of the Inter-American Defense Board (the Board} as of December 31 . 1893 and 1882,
and the related statements of revenue, expenses, and changes in fund balance, and
changes in financial position for the years then ended. These financiai statements are
the responsibility of the Board’s management. OQur responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with generaily accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well
as evajuating the averall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to ahove present fairly, in all material
respects, the financial position of the Inter-American Defense Board at December 31 .
1893 and 1992, and the resuits of its operations and changes in financial position for
the years then ended in conformity with generally accepted accounting principles.

Aprit 11, 1994






ORGANIZATION OF AMERICAN STATES

INTER—-AMERICAN DEFENSE BOARD
STATEMENT OF ASSETS, LIABILITIES, AND FUND BALANCE

December 31

1993
ASSETS
Current assets:
Cash and cash equivalents $ 212,980 $
Prepaid expenses and other
assets 41,718
Total current assets 254 698
Property and equipment, at cost:
Furniture and equipment (Note 5) 553,391
Vehicles 11,891
065,282
Less accumulated depreciation 401,600
Net Property and equipment 163,682
Total assets $ 418,380 $
LIABILITIES AND FUND BALANCE
Current liabilities:
Accounts payable $ 94,249 $
Funding received in advance—current
portion (Note 4) 162,500
Accrued leave (Note 2) 162,276
Total current liabilities 419,025
Funding received in advance—long
term (Note 4) 162,500
Fund (deficit) balance (163,145)

Total liahilities and fund balance $ 418,380 $

See accompanying notes
V-5

1992

617,030

48,777

665,807

541,512
11,891

553,403

336,490

216,913
882,720

29,564

244,239

273,803

608,917

882,720



ORGANIZATION OF AMERICAN STATES

INTER—AMERICAN DEFENSE BOARD
STATEMENT OF REVENUE, EXPENSES AND CHANGES

IN FUND BALANCE

Revenue:

Funding received from the Organization
of American States (Note 4)

Interest and other income
Total revenue

Expenses:
Personnel expenses
Building and maintenance
Building renovation
Equipment and supplies
Other general and administrative cosis
Travei
Depreciation
Printing and reproduction

Contracts
Total expenses

Deficit of revenue over expenses

Unrestricted Fund balance, beginning of year
Unrestricted (deficit) Fund balance at end of year

See accompanying notes

Year ended December 31,

1993

$2.218,900

18,840
2,237,740

2,512,341
113,230
143,233

99,750
22,481
64,724
28,571

25,472
3,009,802

(772,082)

608,917
$ (163,145)

1992

$2,335,700
30,630

2,366,330

2,112,372
86,907
936
96,518
94,660
35,258
66,446
42,382
30,152

2,565,631

(199,301)

808,218

$ 608,917



ORGANIZATION OF AMERICAN STATES

INTER—AMERIGAN DEFENSE BOARD
STATEMENT OF CHANGES IN FINANCIAL POSITION

Sources of cash and cash equivalents:

Increase in accrued leave
Increase in accounts payable

fncrease in funding received in advance

Decrease in other assets

ltems not involving use of cash:

Depreciation

Uses of cash and cash equivalents:
Deficit of revenue over expenses
Increase in prepaid expenses and other assets
Decrease in accounis payable
Decrease in accrued leave

Net acquisitions of property and equipment
Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

See accompanying notes

Year ended December 31,

1993 1992
$ - $ 20,872
64,685 -
325,000 —
7,059 -
64,724 66,446
461,468 87,318
772,062 199,301
- 7,567
— 41,230
81,963 -
11,493 6,366
865,518 254,464
(404,050) (167,146)
617,030 784,176
$ 212,980 $ 617,030




ORGANIZATION OF AMERICAN STATES

INTER-AMERICAN DEFENSE BOARD
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1993 AND 1992

Qrganization

The Inter-American Defense Board (the Board) was established on March
30, 1942 and was designated, by executive order, as a public international
organization on March 26, 19561. The Board is comprised of military officers
representing the highest echelons of their nations” defense establishments. Its
mission is to maintain the collective self-defense of the Western Hemisphere
with peace and security as primary objectives.

The Inter-American Defense College was established in 1962 as a
suborganization of the Board. Its primary goal is the preparation of future
military and civilian leaders for their role in hemispheric security.

Summary of Significant Accounting Policies

Basis of presentation - The accompanying financial statements are prepared on
the accrual basis of accounting.

Depreciation - Depreciation expense is recognized using the straight-line method
over estimated useful lives as follows: Furniture and equipment - five to ten
years, and vehicles - five years.

in-Kind Contributions - Significant contributions are received by the Board from
the Organization of American States (OAS) and member countries in the form
of use of facilities, services of military personnel and air transportation. No
amounts are recorded in the accompanying financial statements relating to the
use of such facilities or services inasmuch as the Board deems it impractical to
measure the value of such contributions.

Emplovee benefits - The Board provides certain benefits to its employees,
which accrue to them during periods of employment and are payable upon
separation. All employees are entitled to accrued vacation; certain other
employees receive terminal pay, merit awards and special [eave. The payments
made during 1993 and 1982 for these benefits amounted to approximately
$8,000 and $10,000, respectively.

V-8



Due to decreased funding and efforis to reduce personnel costs the Board
impiementied a pian for reorganization in 1993. The reorganization entailed
termination of 23 employees in which the Board paid accrued vacation, terminal
pay, merit awards and special leave which amounted to approximately
$353,000.

Income taxes - The Board is a public international arganization, and as such is
exempt from paying income tax.

Pension Plan

Substantially all of the employees of the Board participate in a defined
benefit multi-employer pension plan (Pian} administered by the Retirement and
Pension Committee of the Organization of American States. Contributions to
the Plan by the Board and employees are based on fixed percentages of annual
pensionable salaries. Pension expense aggregated approximately $290,000
and $272,000 in 1993 and 1992, respectively.

Funding

The Inter-American Defense Board is an affiliated agency of the OAS,
and as such receives a substantial portion of its funding through OAS
appropriations. The managements of the two organizations, however, function
independently.

Funding received from the OAS in the form of direct cash contributions
decreased from $2,335,700 in 1992 to $2,218,900 in 1993. Contributions
for 1994 are currently appropriated by the OAS to be $2,134,900. The Board
relies upon the OAS for funding a significant portion of its operating activities
and is dependent upon the continued financial support of the OAS, or its ability
1o obtain alternative sources of funding.

During 1993, the OAS approved an advance of funding in the amount of
$325,000 so that the Board would be able to meet its financial obligations
related to the reorganization. The $325,000 of funding received in advance is
scheduled to be repaid to the OAS in instaliments of $162,500 for 1984 and
1995.

The headquarters of the Board is a building owned by the General Secretariat

of the OAS. Expenditures incurred for building renovation and improvements
are not capitalized by the Board since the building is owned by the OAS.

V-9
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@ ERNg?& y@UN@ g.i.P ' & 1225 Connecticut Avenue, N.W. & Phone: 202 327 6000

Washingtan, D.C. 20036

Report of Independent Auditors

Board of External Auditors
Organization of American States

We have audited the accompanying statement of assets, liabilities and fund balance
of the Fund for the International Commission of Support and Verification of the
Organization of American States (the Fund), pursuant to the agreements between the
Organization of American States (the QOAS), the United States Department of State
and the United States Agency for international Development (the Agreements), as of
December 31, 1991 and 1993, and the related statement of activity and changes in
fund balance for the period from February 27, 1990 (inception) to December 31, 1991
and for the biennium ended December 31, 1893. These financial statements are the
responsibility of the Fund’s management. Qur responsibility is to express an opinion
on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards.
Those standards require that we pian and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

As described in Note 2, the financial statements of the fund have been prepared on
the basis of accounting practices prescribed by the Budgetary and Financial Rules of
the Organization of American States {(which include the applicable financially-oriented
General Standards adopted by the General Assembly of the OAS) which is a
comprehensive basis of accounting other than generally accepted accounting
principles. ‘

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Fund at December 31, 1991 and 1993, and its
activity and its changes in fund balance for the period from February 27, 1990
{inception} to December 31, 1991 and for the biennium ended December 31, 1993
on the basis of accounting described in Note 2.
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El ERNST& YOUNG LLP

As explained in Note 1, the financial statements being presented are only for the fund
referred to above, which was established by the Organization of American States 10
account for the assets, liabilities and fund balance and the support, revenues and
expenses of the Fund pursuant to the Agreements.

As discussed in Note 5, at December 31, 1993, the Fund was closed. All subsequent
activity will be reflected in the Fund for the International Commission of Support and
Verification i of the Organization of American States.

May 6, 1984
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ORGANIZATION OF AMERICAN STATES
INTERNATIONAL COMMISSION OF SUPPORT AND VERIFICATION |

STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE

Year ended December 31,

ASSETS 1991 1293
Equity in OAS Treasury Fund $ 411,528 $ -
Other assels 262,231 —
673,759 -

LIABILITIES AND FUND BALANCE

Unliguidated obligations 850,937 -
Accounts payable 98,253 -
Fund (deficit) balance (375,431) -

$ 673,759 $ -

See accompanying notes
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INTERNATIONAL COMMISSION OF SUPPORT AND VERIFICATION |

STATEMENT OF ACTIVITY AND CHANGES IN FUND BALANCE
FROM INCEPTION (FEERUARY 22, 1990) TO DECEMBER 31, 1993

Increases
Contributions
United States — State Department

United States — Agency for Int. Development

Venezuela
Republic of Cyprus

European Economic Community (EEC)

England

Fund Vasco

Germany

italy

INPRHU
OAS Treasury Fund income
Misceilaneous

Decreases

Obligations and Expenditures
Operational Cosis
Transpotrtation
Food
Clothing
Kitchen Utensils
Personal Hygiene
Construction Material and Tools
Agricultural Tools
MNegotiation, Land Survey other
Special Reconstruction Projects
Cash to Demobilized
Nicaraglguan Repatriation Institute
Phase il Distribution and Delivery
Pan—American Health Organization
Resettlement of Disabled
Atlantic Coast Agriculture
Emergency Medical Assistance
Rights and Warranties Seminar
National Network for Justice
Humanitarian Assistance
EEC activities
Fund Vasco Construction Houses
INPRHU Construction Houses
ltaly Disarmament of Civilians
Germany
Venezuela
Republic of Cyprus

England

Inierest due to contributor — AlD
Transfer to CIAV I} U.S.
Transfer to CIAV I} Others

Fund {deficit) balance at beginning of period

Fund {deficit) balance at end of period

Feb. 22, 1990 Biennium
{Inception) ended
to Dec.31 1991 Dec.31,1993 TOTAL
$ 39,100,000 $ 6,200,000 § 45,300,000
1,376,790 25,000 1,401,790
10,000 103,000
2,000 2,000
294,670 644,695 939,365
22,071 22,071
34,244 34,244
20,035 20,035
91,875 91,875
10,263 10,263
551,267 49,653 600,920
1,348 30,698 32,046
41,336,075 7,128,534 48,464,609
8,138,050 3,891,608 12,029,658
2,892,649 213,860 3,106,509
10,216,525 (387,970; 9,828,555
1,206,923 (42,885 1,164,038
422,455 422 455
232,355 (15,897) 216,458
4,368,353 3,720 4,373,073
2,125,572 1,600 2,126,572
207,561 49,000 256,561
3,117,476 851,648 3,969,124
976,357 976,357
822,077 519,824 1,341,901
405,216 405,216
2,433,000 2,433,000
2,690,112 655,529 3,345,641
835,241 64,759 1,000,000
189,571 28,540 218,111
2,822 2,822
405 405
25,000 25,000
297,225 755,448 1,052,673
34,244 34,244
10,263 10,263
91,875 91,875
8,401 8,401
3,900 6,039 9,939
2,000 2,000
20,891 20,891
41,681,618 6,790,124 48,471,742
29,888 29,888
63,412 63,412
(100,433) (100,433)
41,711,506 6,753,103 48,464,609
(375,431}
$ (375431) $ 0 S 0

See accompanying notes
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ORGANIZATION OF AMERICAN STATES

INTERNATIONAL
COMMISSION OF SUPPORT AND VERIFICATION i
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1993

Organization

On August 7, 1989, the five Central American Presidents met in Tela,

Honduras, and entered into what is commonly known as the Tela Agreement
{Agreement).

The Agreement provides for the demobilization and voluntary repatriation
or relocation into Nicaragua and third countries of members of the former
Nicaraguan Resistance and their families. The agreement also provided for the
assistance to persons involved in combat operation in the countries of the
region at their voluntary request. On September 6, 1989, the Tela agreement
further established the International Commission of Support and Verification
{CIAV] to execute and fulfill the objectives of the agreement. This commission
is composed of the Secretaries General of the United Nations {CIAV/UN} and
of the Organization of American States (CIAV/QAS).

in generai, CIAV/UN is responsible for the activities conducted outside
of Nicaragua, whereas CIAV/OAS is responsible for activities within Nicaragua.

The Secretary General of the QOAS established an OAS International
Commission of Support and Verification (The Fund) to account for the proceeds
and disbursements pursuant CIAV's activities.

The first funding of CIAV/OAS was provided by the United States
Government in March 1990.

Basis of Accounting

The accompanying financial statements have been prepared in
accordance with the Budgetary and Financial Rules of the OAS (Rules) and,
accordingly, are presented for a two year {Biennium) reporting period. The Rules
provide the basis for the accounting principles applied in the preparation of the
financial statements. The Rules were adopted to meet budgetary and other
requirements of the OAS and, as such, result in accounting principles which
vary in certain material respects from generally accepted accounting principles.

The significant deviation from generally accepted accounting principles is as
follows:

VI-11



Unliguidated obligations include amounts related to commitments
resulting from offers made by the Fund to vendors to disburse monies for the
procurement of goods or services in future periods. This amount does not
represent liabilities to unrelated third party commitments at December 31,
19891. it represents amounts anticipated to be expended in the subsequent year
in the completion of the project.

Equity in OAS Treasury Fund

All U.S. dollars available for use in carrying out the activities of the
various funds of the OAS are consolidated in the OAS Treasury Fund. Each
fund administered by the General Secretariat maintains an equity to the extent
of its cash balance retained therein, The OAS Treasury Fund is administered by
the General Secretariat, and amounts not immediately required for operations
are invested. Subject to certain conditions, income earned by the OAS
Treasury Fund is added to the equity of each fund in proportion to its balance.

Funding

The Government of the United States has contributed to the Fund a
total of $46,701,790 from the inception of the mission to December 31, 1993.
In addition, the Fund received contributions from the Governments of: ltaly
$91,875, Venezuela $10,000, Cyprus $2,000, from the European Economic
Community $939,365, and from other sources in the amount of $86,613.

Status of the Commission

CIAV/OAS is headquartered in Managua, Nicaragua and its activities
include a number of stages: demobilization, repatriation and monitoring of
guaranteed human and civil rights, programs for development areas, and
assistance to members of the Resistance and their families.

On December 31, 1993, the Fund was closed. Activity occurring subsequent
to December 31, 1993, will be reflected in the Fund for International
Commission of Support and Verification Il {CIAV li) of the Organization of
American States. All unexpended balances of the Fund were transferred to
CIAV L.

Administrative Support

The General Secretariat of the QAS has provided non-reimbursable
administrative support in the form of personnel, communication and office
space to CIAV/OAS.
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;gﬂ E'RNST& y@UNG il.P 8 1225 Connecticut Avenue, N.W. # Phone: 202 327 6000

Washington, D.C. 20036

Report of Independent Auditors

Board of External Auditors
Organization of American States

We have audited the accompanying statement of assets, liabilities and fund balance
of the Fund for the International Commission of Support and Verification 1l of the
Organization of American States {the Fund}, pursuant to the agreement between the
QOrganization of American States (the OAS) and the United States Department of State
{the Agreement), as of December 31, 1993, and the related statement of activity and
changes in fund balance for the period from July 1, 1993 {inception) to December 31,
1993. These financial statements are the responsibility of the Fund’s management.
Our responsibility is to express an opinion on these financial statements based on our
audit.

We conducted our audit in accordance with generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

As described in Note 2, the financial statements of the Fund have been prepared on
the basis of accounting practices prescribed by the Budgetary and Financial Rules of
the Organization of American States {which include the applicable financially-oriented
General Standards adopted by the General Assembly of the OAS) which is a
comprehensive basis of accounting other than generally accepted accounting
principles.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Fund at December 31, 1993, and its activity and
its changes in fund balance for the period from July 1, 1993 {inception) to December
31, 1993 on the basis of accounting described in Note 2.
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EERNST& YOUNG LLP

As explained in Note 1, the financial statements being presented are only for the fund
referred to above, which was established by the Organization of American States to
account for the assets, liabilities and fund balance and the support, revenues and
expenses of the Fund pursuant to the Agreement.

-y Young LLP

May 6, 1984
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CRGANIZATION OF AMERICAN STATES
INTERNATIONAL COMMISSION OF SUPPORT AND VERIFICATION I

STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE
AS OF DECEMBER 31, 1993

ASSETS
Equity in OAS Treasury Fund $ 3,303,141
Other assels 48,357
3,351,498
LIABILITIES AND FUND BALANCE

Unliquidated obligations 1,135,192
Accountis payable 85,347
Fund balance 2,130,959
$ 3,351,498

See accompanying notes
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ORGANIZATION OF AMERICAN STATES
INTERNATIONAL COMMISSION OF SUPPORT AND VERIFICATION 1l

STATEMENT OF ACTIVITY AND CHANGES IN FUND BALANCE
FROM INCEPTION (JULY 1, 1993) TO DECEMBER 31, 1993

Increases

Contributions
United States — State Department $ 5,000,000
Decreases
Obligations and Expenditures
Operational Costs 691,163
Programming, Foliowing & Verification 1,661,469
Tri—partisan Commission 87,498
Institutional Support 391,890
2,832,020
Transfers
Transfer from CIAV I-U.S. 63,412
Transfer from CIAV |-Others (100,433)
{ 37,021)
Fund balance at end of period $ 2,130,959

See accompanying notes
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INTERNATIONAL
COMMISSION OF SUPPORT AND VERIFICATION H
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1983

Organization

On August 7, 1989, the five Central American Presidents met in Tela,
Honduras, and entered into what is commonly known as the Tela Agreement
{Agreement).

The Agreement provides for the demobilization and voluntary repatriation
or relocation into Nicaragua and third countries of members of the former
Nicaraguan Resistance and their families. The agreement also provided for the
assistance to persons involved in combat operation in the countries of the
region at their voluntary request. On September 6, 1989, the Tela agreement
further established the International Commission of Support and Verification
(CIAV) to execute and fulfill the objectives of the agreement. This commission
is composed of the Secretaries General of the United Nations (CIAV/UN) and
of the Organization of American States (CIAV/OAS).

In general, CIAV/UN is responsible for the activities conducted outside
of Nicaragua, whereas CIAV/OAS is responsible for activities within Nicaragua.

The Secretary General of the OAS established an OAS Internationatl
Commission of Support and Verification (CIAV I} to account for the proceeds
and disbursements pursuant to CIAV’s activities, On December 31, 1993,
CIAV | was closed. The Secretary General of the OAS established an OAS
international Commission of Support and Verification Il {The Fund} to account
for the on-going proceeds and disbursements pursuant to CIAV's activities. Ali
unexpended balances of CIAV | were transferred to the Fund.

Basis of Accounting

The accompanying financial statements have been prepared in
accordance with the Budgetary and Financial Rules of the OAS (Rules). The
Rules provide the basis for the accounting principles applied in the preparation
of the financial statements. The Rules were adopted to meet budgetary and
other requirements of the OAS and, as such, result in accounting principles
which vary in certain material respects from generally accepted accounting
principles. The significant deviation from generally accepted accounting
principles is as follows:
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4.

Unliquidated obligations include amounts related to commitments
resulting from offers made by the Fund to vendors to disburse monies for the
procurement of goods or services in future periods. This amount does not
represent liabilities to unrelated third party commitments at December 31,
1993. It represents amounts anticipated to be expended in the subsequent year
in the completion of the project.

Equity in OAS Treasurv Fund

All U.S. dollars available for use in carrying out the activities of the
various funds of the OAS are consolidated in the OAS Treasury Fund. Each
fund administered by the General Secretariat maintains an equity to the extent
of its cash balance retained therein. The OAS Treasury Fund is administered by
the General Secretariat, and amounts not immediately required for operations
are invested. Subject to certain conditions, income earned by the OAS
Treasury Fund is added to the equity of each fund in proportion to its balance.

Funding

The Government of the United States has contributed to CIAV/QOAS a
total of $§5,000,000 beginning July 1, 1293.

Status of the Commission
CIAV/OAS is headqguartered in ‘Managua, Nicaragua and its activities
include a number of stages: demobilization, repatriation and monitoring of

guaranteed human and civil rights, programs for development areas, and
assistance to members of the Resistance and their families.

Administrative Support

The General Secretariat of the QAS has provided non-reimbursable
administrative support in the form of personnel, communication and office
space to CIAV/OAS.
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@ gRN.g?—& ?@UNG iip & 1225 Connecticut Avenue, N.W. & Phone: 202 327 6000

Washington, D.C. 20036

Report of Independent Auditors

Board of External Auditors
Organization of American States

We have audited the accompanying statement of assets, liabilities, and fund balance
of the activities of the Unit for the Promotion of Democracy of the Organization of
American States (the Unit) as of December 31, 1993, and the related combining
statement of activity and changes in fund balance for the biennium then ended. These
financial statements are the responsibility of the Unit's management. Qur

responsibility is to express an opinion on these financial statements based on our
audits.

We conducted our audits in accordance with generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also inciudes assessing the
accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

As described in Note 2, the financial statements of the activities of the Unit have been
prepared on the basis of accounting practices prescribed by the Budgetary and
Financial Rules of the Organization of American States {which include the applicable
financially oriented General Standards adopted by the General Assembly of the
Organization of American States) which is a comprehensive basis of accounting other
than generally accepted accounting principles.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the Unit's assets, liabilities, and fund balance at December 31, 1993, and
the combining activity and changes in fund balances for the biennium then ended on
the basis of accounting described in Note 2.
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El FRNST& YOUNG LLP

As explained in Note 1, the financial statements being presented are only for the
funds referred to above, which was established by the Organization of American
States to account for the assets, liabilities and fund balance and the support, revenues
and expenses of activities of the Unit for the Promotion of Democracy.

May 6, 1994
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ORGANIZATION OF AMERICAN STATES

UNIT FOR THE PROMOTION OF DEMOCRACY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1993

QOrganization

In Resolution AG/RES.1063/90, the General Assembly requested the
Secretary General to establish within the General Secretariat a Unit for the
Promotion of Democracy. On October 15, 1990, the Secretary General by
Executive Order 90-3 created the Unit for the Promotion of Democracy,
assigning the foilowing functions:

Develop standards and procedures for organizing electoral observation
missions

Plan and coordinate electoral observer missions

Develop inventories and data banks of individuals and institutions
specializing in political studies on democratic systems and institutions as
well as human and material resources for carrying out missions, training,
and other activities

Coordinate with other multilateral organizations, and governments and
private institutions activities, and missions concerned with demaocratic
development

Plan, and coordinate courses, seminars, and training programs to
facilitate exchange of information and expertise in order to strengthen
political institutions and democratic procedures in member states

The Secretary General established various OAS funds (the Funds} to

account for the proceeds and disbursements pursuant to the activities
coordinated by the Unit for the Promotion of Democracy.

Basis of Accounting

The accompanying financial statements have been prepared in
accordance with the Budgetary and Financial Rules of the OAS (Rules). The
Rules provide the basis for the accounting principies applied in the preparation
of the financial statements. The Rules were adopted to meet budgetary and
other requirements of the OAS and, as such, result in accounting principles
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which vary in certain material respects from generally accepted accounting
principles, The significant deviation from generally accepted accounting
principles is as follows:

Unliquidated obligations include amounts related to commitments
resulting from offers made by the Funds to vendors to disburse monies for the
procurement of goods or services in future periods. This amount does not
represent liabilities to unrelated third party commitments at December 31,
1993. It represents amounts anticipated to be expended in the subsequent year
in the compietion of these projects.

Equity_ in OAS Treasury Fund

All U.S. dollars available for use in carrying out the activities of the
various funds of the OAS are consolidated in the OAS Treasury Fund. Each
fund administered by the General Secretariat maintains an equity to the extent
of its cash balance retained therein. The OAS Treasury Fund is administered by
the General Secretariat, and amounts not immediately required for operations
are invested. Subject to certain conditions, income earned by the OAS Treasury
Fund is added to the equity of each fund in proportion to its balance.

Status of Missions

HAITI

At the Ad Hoc meeting of Ministers of Foreign Affairs held on October
2, 1991, it was resolved to establish an OAS civilian mission entrusted to
facilitate reestablishment and strengthening of the democratic institutions in
Haiti. To this end, financing from Member States and Permanent Observers
totaling $17,843,220 was received during the biennium ended December 31,
1993. In addition there were in-kind contributions by other countries such as
an aircraft by Argentina, Canada, Colombia, Chile and Venezuela.

PERU

On May 18, 1992, the President of Peru made a commitment to the OAS
XXl General Assembly in Bahamas to hold elections for the Constituent
Assembly. In subsequent meetings held by the Ministers of Foreign Affairs, the
(General Secretariat was requested to ohserve the electoral process leading to
the elections which took place on November 22, 1992. Subsequently the OAS
participated in the observation of municipal and constituent elections, as wvell
as the observation of a Constitutional Referendum held on October 31, 1993.
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SURINAME

The Special Mission to Suriname was established by agreement between
the General Secretariat of the Organization of American States and the
Government of the Republic of Suriname. The agreement specifies a presence
of the mission in that couniry for a period of two years during which it will
assist in formalizing and safeguarding a durable peace between the Government
of Suriname, the Jungle Commando and Tucajan Amazons, and in further
strengthening the national institutions within the framework of democratic
institutions in Suriname.

DEMOCRATIC INITIATIVES

The Unit of Democracy undertook a number of additional activities with
the contributions of member states and observer states, including the electoral
observation in Venezuela and Honduras. Among the largest contributors were
the Government of Canada with $539,303 and the United States Government
who contributed a total of $450,000 during the biennium.

PARAGUAY

On October 4, 1991, the Government of the Republic of Paraguay
reguested the Organization of American States to send a mission to observe the
Constituent Elections which were held on December 1, 1281. The elected
constituents had the responsibility of drafting a new constitution. The elections
took place as planned and was temporarily financed by the OAS Regular Fund,
pending receipt of external funding. On December 26, 1991, the Government
of Germany contributed $20,000 to the mission, and on September 30, 1992,
the United States Government committed itself to providing $110,000, which
was received in February 1993,

MINE CLEARING ASSISTANCE PROGRAM IN CENTRAL AMERICA

At its XXll Regular Session, the General Assembly asked the Secretary
General "to establish a Special Fund to accept contributions and pledges from
those countries that wish to cooperate in mine-clearing operations in Central
America"[AG/RES. 1191{XXII-0/92].

At the meeting of the Commission on Central American Security held in
San Salvador, June 15-16, 1992, the Secretary General was asked to expand
the mine removal program from Nicaragua to include the other Central
American nations, Costa Rica, E! Salvador, Guatemala and Honduras. The
Secretary General, in turn, sought the assistance of the Inter-American Defense
Board (IADB) in extending the mine removal program. Such a program would
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be implemented by each nation’s army and, in the case of Costa Rica,
specialized personnel.

The Secretary General made appeals for funding to member countries,
observer countries, and members of the Partnership for Democracy and
received affirmative responses from the Governments of Argentina, Brazil,
Chile, Colombia, Peru and Uruguay. Grant funds were additionally received
from the Governments of Germany, ltaly, France, Spain, Sweden, and the
United States.

Staffing and Administrative Support

Appropriations for the approved personnel posts budgeted on a recurring
basis for the Unit for Promotion of Democracy, are financed by the Regular
Fund of the Organization. Financing for experts or observers in specific
missions of the Unit are, for the most part, financed by special contributions
either for that mission or for missions of the Unit in general.
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