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The Board is responsible for the external audit of the accounts of the General Secretariat
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
detaited 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 Councll 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)
for the year ended Daecember 31, 1994. Our report 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 OAS funds:
Regular Fund
Special Development Assistance Fund
Special Multilateral Fund for Education, Science,
and Culture
Special Account for Culture
Mar del Plata Account

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

Audit of the accounts and financial stataments of the Rows 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 accounts and financial statements of the Internationat Commission of
Support and Verification (CIAV lI).

Audit of the accounts and financial statements for the Activities of the Unit for the
Promotion of Democracy.



The Board’s annual report is based primarily on the independent audit Ernst & Young
performed in accordance with genarally accepted auditing standards. The Board reviewed and
discussed the audit work and related workpapers with representatives of the firm. In preparing
its raport, 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 year
ended December 31, 1994, on a comparative basis with the year ended December 31, 1992.
(See Note 3 to the financial statements). Except as described in the following paragraph, the
statements have been prepared in conformity with accounting practices prescribad 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 to changes in the

purchasing power of money over tima.

Ernst & Young’s opinion as it pertains to the 1992 financial statements is qualified because
of the recording of certain obligations and ralated interfund income in 1981, as discussed in Note
7 io the financial statements. These obligations departed from the criteria set forth in the General
Standards to govern the operations of the General Secretariat and the Budgeatary and Financial

Rutes in that they did not represent firm commitments as praescribed by such rules.

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

Secretariat that:

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

ne The securities and cash on deposit have been checked by means of ceriification
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 toimprove OAS operating procedures and

internal accounting controls at both Headquarters and member states offices .

Article 108 of the General Standards, provides:

"The Board shall submit its report to the Permanent Council and the
Goeneral Secretariat within the first semester of every year. The
Permanent Council shall make the observations it deams 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 measuras taken to implement the Board's recommendations.”

The Board’s report for 1993 was referred by the Permanent Council to its Committee on
Administrative and Budgetary Affairs on November 9, 1994. The Committee on Administrative
and Budgetary Affairs submitted its report, document CP/doc. 2599, on May 16, 1995, to the
Permanent Council, which approved the Committee’s report.

At December 31, 1994, the Regular Fund had a positive fund balance of approximately
$14.2 million, a decrease of approximately $2 million from the December 31, 1993 balance of
$16.2 million. Overall, quota collections by the Regular Fund during 1994 were $65 million or
about 13 percent lower than the 1993 level of $75.1 million. The Board wishes to point out that
current claims for various activities, principally building renovations, continue to exceed the

available balance of the Regular Fund.

The Board is pleased to acknowledge the excellent progress made to improve the financial
management operations of the Organization since the Board'’s last report. The General Assembly
in Montrouis, Haiti adopted resolutions to improve the operations of the !nspector General’s
Office, and to provide for the implementation of several other of the Board’s recommendations,
as well as to advance the timing of the Board’s annual report so that it may be considered each
year by the General Assembly. In addition, the General Secretariat took action to improve
accounting for fixed assets, strengthen the financial disclosure and conilict of interest process
for the staff of the General Secreta;iat, ensure compliance with specific fund reporting
requirements, improve budgetary execution, and enhance staffing and resources available to the

Inspector General's Office.



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 Permansnt
Coungil for the opportunity to assist in evaluating the financial operations of the DAS.

: A //7& e
Marcelo Zslles 8. océlyil Thompso

Member Mamber
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CHAPTER 1

COMMENTS RELATING TO THE
GENERAL SECRETARIAT

The financial position of the Organization’s Regular Fund deteriorated slightly during
1994, although all interfund debt was repaid. The only remaining long-term debt is a
mortgage on the General Sacretariat building. At December 31, 1994, the Regular Fund’s
balance was $14.2 miilion, a $2 million decrease from the 1993 balance of $16.2 million.
Quota collections during 1994 were $65 million, about 13 percent less than the $75.1 million
collected in 1993. Also, total Regular Fund arrearages at December 31, 1994, were about
$38 million, an increase of about $5 million from 1993. The Board noted that the Regular
Fund balance is already designated to finance various activities, primarily building renovations.

The General Secretariat and the General Assembly took & number of actions to addrass
issues raised in past reports of the Board. Of the issues reported on last year, only two
remain of continuing concern to the Board and, in both cases, action has been initiated to
address the Board’s concerns but will take some time to complete.

ISSUES OF CONTINUING CONCERN

Management Information In past reports, the Board has stated

Systems that the information systems and software programs used
by the Organization were out of date and recommended
that the Organization’s management information system
capabilities be upgraded.

During 19294, the Permanent Council approved $180,000
to implement Phase | of the systems development work
plan. This phase was designed to upgrade managerial
systems (i.e, finance, personnel, budgetary, and payroll).
These funds have not been committed at year-and.

An additional $119,000 was approved to finance the first
part of Phase |l of the plan to

-- develop specialized data bases,

-~ make these data bases accessible to the permanent
missions,

-~ provide electronic mail service, and

- establish on-line access to Organization documents.

Phase Il is considered a high-priority project and work on
the project is underway.



Review of Policias
and Procedures

During 1994, the Organization took action to upgrade its
main operating systems’ software. It also improved its
contingency controls by installing a second Datapoint
computer to serve as a backup to its primary system.
The Board continues to believe that the backup processor
should be located in a separate building to increase
security.

Also, the Department of Financial Services, in conjunction
with the Department of Management Systems, continued
to work to correct problems with the communications
systems that were established in 1993 in the National
Offices in Mexico, Dominica, and Guatemala.

In June 19935, the General Assembly adopted a resolution
requiring the General Secretariat to complete a study for
upgrading and integrating the Organization’s management
information systems. This study is to include a review of
the General Standards and the Budgetary and Financial
Rules. Specific consideration is to be given to the special
financial accounting software needs of the Retirement
and Pension Fund.

Once the study is completed, the Secretary General is to
report his recommendations for implementation of the
study’s findings to the Permanent Coungcil. At that time,
the Permanent Council may authorize reallocation of
previously appropriated funds.

The Board is pleased to note that the Secretary General
included, as an objective in A New Vision of the QAS, the
modernization of internal administrative systems for a
more effective and efficient management process.

The Organization has policies and procedures to govern
its day-to-day operations which were developed mostly in
the late 1970's and early 1980's. The Board had
recommended that the Qrganization review and revise the
policies and procedures as appropriate. Manuais
pertaining to contracting, investing, personnel, and field
financial operations in particular need updating.

The General Secretariat plans to complete the review and
revise these policies and procedures by the end of 1995.



ACTION ON PRIOR ISSUES

Compliance With
Reporting Requireaments

Budgetary Execution

Separation Indemnities

In past reports, the Board has noted that the
Organization had not consistently met its reporting
deadlines as required by agreements governing specific
projects funded by donors. [n 1894, specific fund
contributions were about $30 million--including $13
million and $3 million for special missions in Haiti and
Nicaragua, respectively.

Although the lack of timely compliance with the various
reporting requirements continued during 1994, significant
progress was made. An additional position was aporoved
for this function. Also, the Department of Financial
Services continued to work on automating the reporting
process and the new automated process was used on a
trial basis for the first few months in 1995.

in June 1995, the General Assembly authorized the
General Secretariat to obtain, for technical supervision
and administrative support, a contribution of up to 10
percent of the total of the specific fund contribution that
it receives. Under this provision, the General Secretariat
is to ensure that, in using these funds, attention is given
to the requirement of providing timely reports to donors
and member states.

For the last 3 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. The Board had been told that
some of the delay was due to delays in receiving pledged
funds from donaors.

In approving the budget for 1996, the General Assembly
required that appropriations for the Voluntary Funds be
adjusted to reflect the level of financing available and
preciuded the carryover of 1985 appropriations into
1996.

The Board had questioned payments made to employees
terminating in 1993 under Article 53F of the General
Standards. Under Article 53F, the Secretary General pays
indemnities 1o employees whose appointments are
terminated in the best interest of the Organization.
Because the majority of employees receiving indemnities
in 1993 had requested to be separated, it was not clear
that these payments were appropriate under Article B3F.
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Conflict-of-Interest
Statements

Fixed Asseis

During 1994, five employees were paid separation
indemnities under Article 53F, but these were made early
in the year. After the Board brought this issue to the
attention of the General Secretariat, no further Article 53F
terminations were approved under these circumsiances.
The Board was informed that the Department of Human
Resources is now monitoring terminations to ensure that
the Article 53F payments are limited to cases where the
termination is justified as being in the best interest of the
Organization.

In past reports, the Board had recommended that
procedures be established for reviewing conflict-of-
interest statements, whereby employees’ statements
would be reviewed for completeness and substance by
supervisors knowledgeable about the employees’ duties
and responsibilities.

On June 2, 1995, the General Secretariat issued
Administrative Memorandum No. 77 establishing such
procedures.

The Board had pointed out that the Organization had not
been taking physical inventories of fixed assets as
required by the Budgetary and Financial Rules. In April
1294, the General Secretariat contracted with an outside
firm to perform a physical inventory of headquarters fixed
assets. This inventory could not locate some items
reported on the master listing and located other items
that were not on the master listing.

The Organization is continuing to resolve the
discrepancies disclosed by the inventory. The Board
recommends that the Organization ensure that all new
items are added to the master list when acquired and
items disposed of are promptly removed. The Board also
recommends that the Organization continue to take
physical inventories in accordance with the Budgetary and
Financial Rules.

The Board had also recommended an increase to the
minimum  capitalization amount to reduce the
administrative burden associated with tracking small
dollar items. [n April 1995, the General Secretariat raised
the minimum capitalization amount from $50 to $500 as
the Board recommended.



Specific Criteria
for Firm Commitmenis

Personnel Budget

Staffing

Past Board reports noted instances where the
Organization had recorded obligations that did not appear
to be supported by firm commitments as required by the
Budgetary and Financial Rules. The Board stated that the
rules were not clear and recommended that specific
criteria for obligations be established. During 1994, the
Board noted that some unliquidated obligations, totaling
about $639,000, were not supported by firm
commitments. The financial statements were adjusted to
correct these amounts.

In June 1995, the General Assembly approved a
medification to Article 72 of the General Standards to
specifically require that obligations be recorded when the
General Secretariat becomes legally required to expend
funds. This modification is in line with the Board’'s
recommendations.

Last year, the Board noted that the Organization had 24
long-term contract employees whose saiaries of about $1
million were not included in the current budget.

During 1994, the Organization substantially reduced the
number of such contract employaes.

During its discussions last year with various officials of
the General Secretariat, the Board was told that the
Organization did not have 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 recommended that the
Organization conduct a thorough staffing study to ensure
that an appropriate number and quality of staff are
available to carry out essential functions.

The recently completed classification audit will result in
significant changes in the Organization’s pay levels and in
its position descriptions. The Board was informed that
the contract for the audit includes, as a second phase, a
staffing study as recommended by the Board.



CHAPTER 2

COMMENTS RELATING TO AUDITS BY THE OFFICE OF
THE INSPECTOR GENERAL

In its 1993 report, the Board reported that almost all of the Inspector General's
resources were devoted to audits of Offices of the General Secretariat in the member states
and limited work occurred at the Organization’s headquarters where the majority of
administrative management takes place and where the majority of the funds are disbursed.

During 1994, the Office of the Inspector General initiated more audits at headquarters
and planned several others. It conducted audits of scholarships, conference travel procedures,
the flow of funds and payment procedures, personnel and payroll costs, and the use of
gasoline credit cards. During the same time, the Office of the Inspector General conducted
audits in six member states.

AUDITS OF OFFICES OF THE GENERAL SECRETARIAT IN THE MEMBER STATES

in 1994, the Office of the Inspector General conducted audits at Offices of the General
Secretariat in Brazil, Chile, Colombia, and Panama. It also conducted an audit of CIAV
Nicaragua and a special audit in Guatemala. Review of the audit reports showed that the
same types of control deficiencies identified in the past continued to occur. These include

-- unsatisfactory control over fixed assets,
-- expenditures that were not always adequately supported by documentation, and

-- no agreements between the Organization’s General Secretariat and host
governments, except for Chile.

In addition, individual National Office reports noted findings and/or actions needed to
eliminate other problems identified. The following are examples of some of these
findings/actions:

Brazil
- The safe box should be under the custody of a permanent employee.
--  The National Director should sign payment vouchers.
-- At least two quotations should be obtained to buy any goods.

Chile

--  Receipts should be pre-numbered.

--  Only authorized personnel should make collections.



-- Records of payment authorizations should be kept up-to-date.
-~ Internal control procedures related to issuing checks should be strengthened.
--  All projects should be periodically supervised.
Colombig
- Travel raeporis should be attached to travel voucher claims.

Panama

This followup of a July 1993 audit reported that action had not been initiated on four
recommendations made in the prior report. These recommendations were {0

--  establish agreement between the Organization and the Government of Panama on
operations and privileges,

--  prohibit contracts with the families of local Qrganization personnel,

--  request a refund of $1,500 not used in a project from the Coordinator of
Epidemiology in Panama, and

--  prohibit giving funds to project coordinators since they are employees of the host
government.

CIAV Micaragus
--  Wives of international staff should not be hired.

-~ The Qrganization’s International Identification Cards were inappropriately delivered
{o some individuals.

-~ Personnel and vehicles were increased without programs to develop.

Guatemala

-~ The General Secretariat and the cleaning service contractor should sign a formal
contract.

--  The Director of Financial Services should ascertain that the office in Guatemala
store its blank checks in a safe deposit box and should obtain voucher checks the
next time checks are printed.

--  The Director of the Office of Material Resources should include the items identified
by the auditors in the inventory of fixed assets and should eliminate items that are
no tonger in the office’s possession.



--  The Assistant Secretary for Management should instruct the Director of the
Department of Management Systems 1o either enter into a contract or designate
a technician to complete the electronic information system so that this system can
be used in other offices. The system should not be implemented until it is working
properly in both Guatemala and Mesxico, where it was a pilot project.

Bacause the Inspector General audits continue to find the same problems year after
year in the Offices of the General Secretariat in the member states, the Board recommends
that the Inspector General identify the root causes of such problems and recommend actions
to address those underlying causes. For example, one underlying cause may be that the staff
of the local offices may not be aware of administrative requirements. Training could address
that cause and might lead to fewer deficiencies in the future.

AUDITS OF HEADQUARTERS OPERATIONS

in addition to the audits of Offices of the General Secretariatin the member states, the
Office of the Inspector General also completed several audits of headquarters operations.

Flow of the Funds and Payment Procedures

The findings reported by the Inspector General in this review included:

- Coordination and cooperation from technical offices and some Field Offices
{General Secretariat Office in the member states) needs {0 be significantly
improved so that the flow of funds can be more expeditious and unliquidated
balances reprogrammed in a more timely manner.

- Control over the advance of funds needs improvement.

- Complex projects need more planning and better administrative management.

- Efforts to regain control over the Organizations’ assets are still facing complex
challenges.

--  Qperational manuals need urgent upgrading.

Financing Personnel and Payroll Costs

This review revealad a series of management problems and areas which require
resolution and/or attention. With respect to the Payroll System, the report concluded that,
despite the problems, payroll procedures were adequate and payroli-related costs were
adequately supported by documentation and represented fair and accurate costs to the
Organization.

Conference Travel Procedures

The Office of the Inspector General reviewed practices and reference material,
including job descriptions, manuals, and reports. As a result of the review, a recommendation
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was made and implemented that the conference travel function be moved from Conference
Services to the Travel Section of the Department of Material Resources.

Procedures Used to Manage Nonexpendable Property and Warehouses
This report represents a series of management problems and areas which include
resolution and/or attention. Its principal findings included:

-- The Organization needs to rid itself of Excess Property which are no longer either
serviceable or economically repairable.

--  The use of numerous storage areas creates problems of control and allocation of
valuable office space. The Organization needs to have a coordinated effort to
reduce the number of warehouses.

The report also called for a change to the Budgetary and Financia! Rules to eliminate
the depreciation concept and to adopt policies similar to those used by the Pan American
Health Organization, the World Health Organization, and the United Nations. These
institutions expense all assets (except land and buildings) in the year when the items are
bought.

The Board considered this recommendation and discussed it at length with Ernst &
Young and with the Acting Inspector General. The Board and Ernst & Young concluded that
the Organization should continue to depreciate its fixed assets. Depreciation allocates the
cost of an asset over its estimated useful life. This allocation allows the Organization to know
its costs of operation for specific accounting periods. The Board believes that the
Organization should continue to be cost-conscious and, therefore, it strongly disagrees with
this recommendation and recommends that the Organization not implement it.



CHAPTER 3

COMMENTS RELATING TO THE OPERATIONS OF
THE OFFICE OF THE INSPECTOR GENERAL

In past years, the Board expressed concern about the Office of the inspector General’'s
audit coverage, staffing, independence, and followup on audit recommendations. As
discussed in chapter 2, the Qffice of the Inspector General increased its audit coverage of
headquarters operations in 1994. Also, the Secretary General and the General Assembly took
action to strengthen the office in the other three areas.

Staffing

Past personnel reductions in the Office of the Inspector Genegral staff severely
hampered the Inspector General’s ability to review critical headquarters functions and
activities. In 1895, several personnel actions that address this issue occurred. A Deputy
Inspector General with good auditing credentials was appointed in early 1995. [n addition,
a resolution passed by the General Assembly in Montrouis, Haiti, authorized the office one
additicnal staff member and about $50,000 for contract work.

Audit Followun

The system established to track action on the Office of the Inspector General
recommendations appears to have been successful. The Acting Inspector General reported
to the Board that most recommendations have been implemented.

Independence

Inits 1993 report, the Board reporied that the Office of the Inspector General did not
have a separate budget and that its reports were reviewed and approved by the Secretary
General before they were released. It reported that it believed that the Office of the Inspector
General did not have sufficient independence to operate most effectively. The Secretary
General made all routine and substantive decisions regarding obligations and personnel actions
for the Organization. By having one person controf all personnel and administrative decisions
and the operation of the Office of the inspector General, there was not a separation of duties
normally found in a good internal contro! environment.

After this issue was discussed at the Twenty-Fourth Regular Session of the Gensral
Assembly held in Belem do Para, Brazil, the General Assembly adopted a resolution instructing
the Permanent Council to analyze the structure and functions of the auditing systems of the
Organization, especially the Office of the Inspector General. Based on that study, the
Permanent Council was 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 General with the resources and the structural
independence necessary for conducting those audits.

The Committee on Administrative and Budgetary Affairs established the Working Group
for Strengthening the OQffice of the Inspector General and asked the Board for its
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recommendations for improving the auditing function ati the Organization. The Board provided
its recommendations to the Committee on February 22, 19895b.

Although the Working Group did not accept some of the Board’s recommendations,
the Group made a number of recommendations which should result in strengthening the Office
of the Inspector General. The Working Group’s report and recommendations were accepted
and adopted by the General Assembly in Montrouis, Haiti. The General Assembly also
requested the Permanent Council to submit a report on the impact of these measures to the
Twenty-Sixth Regular Session of the General Assembly. The Board commends the Chairman
of the Working Group for his efforts in strengthening the Office of the Inspector General.
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CHAPTER 4

COMMENTS RELATING TO THE INTER-AMERICAN DEFENSE BOARD

The Inter-American Defense Board (IADB) receives substantially all of its funding from
the Organization. Until last year, this funding had been decreasing at the rate of about 5
percent a year. 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 or that costs be reduced.

In a meeting before the Board last year, the IADB presented a detailed budget and
financial plan that showed how it planned to operate within its budget. Because it took action
to reduce its costs by about $1 million, the IADB had a surplus of about $94,000 in 1994
compared with a deficit of about $772,000in 1993. As a result, IADB was able to reduce
its accumulated fund deficit from about $163,000 in 1993 to about $69,000 in 1995.

Ernst & Young noted that IADB management closely monitored operations and that the
control environment was effective, even though, because of limited numbers of staff,
separation of duties was not always possible. The Board commends IADB for taking
appropriate steps to operate within its available resources.

-14



CHAPTER &

COMMENTS RELATING TO THE OPERATION OF THE
BOARD OF EXTERNAL AUDITORS

For the past several years, the Board has presented its preliminary findings orally to
the General Assembly. During this last year, the Board, the Committee on Administrative
and Budgetary Affairs, and the Working Group for Strengthening the Office of the
Inspector General concluded that the comments and recommendations of the Board should
be addressed in the process of considering the Program Budget of the Organization.
Therefore, the General Assembly adopted a resolution requiring the Board to submit its
report to the Permanent Council and the General Secretariat within the first 4 months of
every year. The report is to include comments made by the General Secretariat.
Additional formal comments are to be provided by the General Secretariat on planned
actions to implement the recommendations in the report. The Permanent Council’s
observations and recommendations on the report and on the comments of the General
Secretariat are to be forwarded to the General Assembly.

The Board has been working with the Treasurer of the Organization and with Ernst
& Young to carry out the General Assembly’s resolution. The Board will make every effort
to comply with this resolution. However, the Board will need the support of the
Permanent Council for the resources, including additional funds, necessary to carry out the
accelerated audit.

The Board wishes to point out that it fully supports this resolution and it will
endeavor to minimize the additional resources necessary to carry it out.
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Washington, D.C. 20036

Independent Auditor's Report on Compliance

Board of External Auditors
Organization of American States

We have audited the financial statemenis of the funds of the Organization of American States (the
Organization) as of, and for the year ended December 31, 1994, as listed in the accompanying table of
contents, and have issued our repori {the Audit Report) thereon dated April 28, 1905,

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 audits to obtain reasonable assurance about whether
the financial statements are frec of material misstatement.

Compliance with the rules and regulations of the Organization (rules and regulations) is the responsibility of
the Organization'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 iricluded in Chapters IV, 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 gifis, and executive perquisites
to determine compliance with the Organization's Staff Rules and Chapters 111 and VIII of the General
Standards.

The results of our tests indicate that with respect to the items tested, the Organization complied, in alt
material respecis, with the provisions referred to above. With respect to items not tested, nothing come o
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 April 28, 1995.

‘This report is infended 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 repori, which is a matter of public record.

LLP

April 28, 1995
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SECTION H

FINANCIAL STATEMENTS OF THE ORGANIZATION OF ANMERICAN 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 statemenis, the statements have been prepared in conformity with accounting
practices nrescribed by the Budgetary and Financial Rules of the Organization which include
the financialty 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 accepied 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 to 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 LLP 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 records. 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.






ERN.?EW& ?@@JM@ iip @ 1225 Connecticut Avenue, N.W. g Phone: 202 327 6000

Washington, D.C. 20036

Report of Independent Auditors

Board of External Auditors
Organization of American States

We have audiied the combined financial statements of the funds of the Organization of American States
(the Organization) as of December 31, 1994 and for ihe year then ended, listed in the accompanying
table of contents on page II - 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 supporiing 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.

45 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 ihe
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 accepied
accounting principles,

In our opinion, the financial statements listed in the accompanying table of contents present fairly, in all
material respects, the combined funds' assets, liabilities and fund balances for the funds of the
Organization of American States referred to above at December 31, 1994, and the changes in fund
balances for the year then ended on the basis of accounting described in Note 4.

Cur 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 is
fair}y 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 Note 7, on the financial statements of the
above funds of the Organization of American States for the year ended December 31, 1992, summarized
comparative information from which is presented herein.

LLP

April 28, 1995
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ORGANIZATION OF AMERICAN 8TATES
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1994 AND 1892

QOraanization_and Financial Statements

The General Secretariat is the central and permanent organ of the Organization
of American States (QAS). To ensure observance of limitations and restrictions placed
on the use of resources available to the OAS, 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:

Regular 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 Secratariat 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 coniributions {Specific Funds), financed
by grants or bequests to finance activities specified by the donor or legator, 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.
a. Regular Fund

In addition to the activities of the General Secretariat, the following activities

are financed through budgetary appropriations of the Ragular Fund and are included in
the financial statements of the Regular Fund:

17



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 Quincentennial

Inter-American Telecommunications Commission

b. 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.

c. Special Multilateral Fund of the Inter-American Council for Education, Science

and Culture

The Special Multilateral Fund of the Inter-American Council for Education,
Science and Culture (FEMCIECC) was established in 1968 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.

d. 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.

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

e. iMar 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

i1-18



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.

f. Other Entities and Specialized Organizatigns

The assets and liabilities at December 31, 1994 and 1992, and the related
income and expenses for the years 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-Amarican Institute for Cooperation on Agriculture®
Inter-American Library Simon Bolivar *
Inter-American Music Council *#

Leo S. Rowe Pan American Fund *

0AS Medical Benefits Trust Fund *

0OAS Retirement and Psnsion Fund *

Pan American Development Foundation *

Pan American Health Organization

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

2. Working 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. In 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, 1994, the balance of the General Subfund of $14,169,000
is restricted o finance unobligated appropriations.

*

Recipients of cash and/or in kind contributions or administrative services from the
Regular Fund.

iI-19



b. 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 miscellansous income are
added to the Reserve Subfund.

In order to adjust the Reserve Subfund to the maximum level of 25 percent of
the ennual Program Budget as of December 31, 1994, $1,172,128 was
transferred from the Reserve Subfund to the Operating Subfund.

c. 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 (XVIHI-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, 1994, the following amounts were
transferred from the Operating Subfunds to the Reserve Subfunds: $825,345
for FEMCIECC, and $802,811 for CMP., In CEC, in order to adjust the
operating subfund to the level of 1994 unobligated appropriations, $8,144
was {ransferred from the Reserve Subfund to the Operating Subfund.

Specific Funds (Exhibit 3)

These funds include contributions and grants from member staies 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
rasuit, 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 bisnnium; and 2) appropriations
raserved for execution during the second vear of the hiennium.

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 year’s reserved balances and
the aggregats 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 statemenis
at the end of a biennium period include the cumulative financial information for the
two-year period. For comparative purposes, interim statements at the midpoint of the
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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,
unless otherwise approved by the General Assembly,

Accounting Principles

Except as described in Note 7 below, the accompanying financial statements
have been prepared in accordance with the Budgetary and Financial Rules of the OAS
(Rutes). 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 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 statemants of the various funds
only to the extent collected. Contributions from member states and from other
interested parties for specific purposes are similarly recorded at the time of
collection.

B. As described in Note 7, unliquidated obligations in certain funds include
amounts related to commitments resuiting 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.

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

f-21



These expenditures are as follows:

1994 1992
Home travel $ 193,000 s 228,000
Repatriation of family
and household goods upon
saeparation 203,000 115,000
Separation Indemnity and
termination pay 916,000 805,000
Medical benefits
subseguent to separation $1,031,000 $ 938,000
Total $2,343,000 $2,136.000

Unrecorded earned annual and special leave approximated $8,460,000 and
$8,033,000 at December 31, 1984 and 1992, respectively.

The General Assembly of the OAS adopts a consolidated program-budget which
includes the budgets for the Special Development Assistance Fund, the Special
Muitilateral 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 consolidated budget, the amounts appropriated for
substantially all 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.

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.

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).

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
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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 QAS to continue 1o 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
included in investment in land, buildings and equipment.

The associated debt is then amortized against current and future vyears’
appropriations {$641,000 in 1984 and $531,000 in 1292) to provide for current
mortgage payments. (See Note 11).

Land, buildings and equipmeni 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 follows:

December 31

Depreciation Basis

18994

1992

Book value as of December 31

Land (Note 11) - not depreciated $ 5,491,305 $ 5,491,305
Buildings {(Note 11) - 50 years 27,785,906 24,374,561
Vehicles - 5 years 1,144,888 1,197,012
Furniture and equipment - 10 years 6,552,844 7,747,098
Technical machinery and - 10 years 4,329,496 3,508,322
equipment
Works of art - not depreciated 1,480,612 1,136,092
48,795,051 43,452,390
Less:accumulated depreciation (15,304,968) (16,208,860

$31,480,083

$27,243 530
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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 delivery.

Equity in OAS Treasury Fund

All U.S. dollars available for use in carrying out the activities of the various funds
of the QAS 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: ,

Daecember 31

1994 1992

Demand and time deposits, net of $3,076,000 $32,920,000 $25,227,000
and $1,449,000 drafts not presented for

payment at December 31, 1994 and 1292,

respectively

Overnight repurchase agreements 3,600,000 5,160,000

United States Treasury Notes at amortized cost 68,798,000 45,848,000
{approximate market value of §64,778,000 and

$45,864,000 at December 31, 1994 and 1992

respectively (h

Accrued interest receivable 1,408,000 636,000
$106,726,000 $76,871,000

Less Equity of:

Retirement and Pension Fund {2,574,000)
Trust Funds (Rowe, Health Insurance) {260,000}
Add:

Local Currency at OAS National Offices 663,000
Petty Cash and Cash in Transit 148,000
Equity in Exhibits | and il $104,703,000
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{1} Maturities of US Treasury Notes at December 31, 1994,

Amortized Cost Aprox.Market

Value
Current (less than 1 year) $ 6,002,000 $ 5,830,000
1 -5 years 34,740,000 33,220,000
6 - 8 years 28,058,000 25,628,000

$68,798,000 $64,778,000

It is the intention of the General Secretariat to hold investments to their
maturity; accordingly, no loss has been recognized in the accounts of the Treasury
Fund attributable to the excess of cost over market value at December 31, 1894,

Unobligated Appropriations and Unliquidated Qbligations

At its Twenty-Third Regular Session in June 19893, the General Assembly
adopted AG/RES.1230 (XX!il-0/23) which authorized the carryover of unobligated
appropriations in the Special Development Assistant Fund from the 1991 and 1893
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 1991 biennium closing, obligations totalling
approximately %16 million were recorded 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 December 31, 1992 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
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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, 1994 and 1992, were as follows:

1984 1992
Regular Fund $135,000 $147,000
Special Development Assistance Fund 58,000 41,000
Special Multilateral Fund of the Inter-American 97,000
Council for Education, Science & Culture 152,000
Special Account for Culture 5,000 -
Mar del Plata Account 8. 500 47,060
$303,500 $387,000
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9. Contributions_to Specific_Funds

Contributor
Members:

Argentina
Bolivia
Brazil
Canada
Chile
Colombia
Costa Rica
Dom. Rep.
Ecuador
El Salvador
Guatemala
Honduras
Mexico
Nicaragua
Panama
Paraguay
Peru

St. Lucia

Trinidad Tobago

United States
Uruguay
Venezuela

Observers:

European E.C.
Germany

Italy
Netherlands
Spain

Japan

Contributions to Specific Funds during the year ended December 31, 1994 as
reflected in Exhibit 3 of the accompanying financial statements were as follows:

Non Member States:

Australia
Sweden

United Nations

Others

REGULAR FUND SDAF FEMCIECC CEC CMP TOTAL
$ 117,830 $ 1,876,806 $ 596,450 $ 40,404 $ 2,431,490
55,001 g3 55,094
470,333 1,837,884 6,000 2,314,327
312,590 312,590
45,000 245,602 $ 55,000 345,602
108,056 109,056
14,941 14,941
476 478

46,041 46,041
2,293 108,084 111,377
105,542 105,542
109,543 109,543
20,000 458,000 376,268 854,268
36,007 63,500 99,507
22,200 22,200
94,666 94,666
22,717 22,717
1,860 1,860
768 768
18,782,500 574,896 150,000 19,507,396
21,649 180,305 201,954
83,844 83,844
468,766 468,766
29,490 259,508 288,998
289,873 289,873
147,331 1,125 148,456
70,453 70,453
250,000 250,000
3,579 3,679
49,985 49,985
185,718 356,000 1,600 543,218
823,241 153,606 11,286 1,995 996,029
$22.265,618 $6,190,586 $ 1,401,014 $ 56,995 § 40404 $29.954 615
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10.

11.

12.

13.

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 hy the General
Secretariat Building - 1889 F St.)

Principal amount at

December 31, 1984: $10,657,286
Repayment terms: 25 vears, due in monthly installments
through September 2004.
Annual interest rate: 9.375%
Interast expense during
1894 $1,032,181
Amaortization of principal
during 1994: $ 641,000
Principal balance,
December 31, 1293: $11,298,594

Principal payments due for the next five years are as follows:
1995, $703,315; 1996, $772,159; 1997, $847,741; 1998, $930,723; 1999,
$1,021,827.

Leases
The General Secretariat leases certain facilities and equipment, Rental expense
for such leases was approximately $895,000 and $631,500 for the biennium ended

December 31, 1994 and 1992, respectively. Aggregate rentals subseguent to
December 31, 1994 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 contributions at fixed
percentages of salaries. Pension expense aggregated approximately $6,387,000 in
1984 and 54,874,000 in 1992.
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14.

15.

As of December 31, 1994 accumulated plan benefits and plan net assets were as
follows:

Actuarial present value of accumulated plan benefits:

Vested $ 179,677,000
Nonvested 15,271,000
Total at December 31, 1994 194,948,000
Net plan assets available for benefits $ 259,902,000

The weighted average assumed rate of return used in determining the actuarial
present value of accumulated plan benefits was 8.5%.

In addition to the retirement plan described above, the General Secretariat
provides a lifetime annuity to former Secretaries General and Assistant Secretaries
Genera! with survival benefits for their spouses and has extended pension benefits to
certain former staff members with expired fixed term pensions. The cost of these
annuities, $270,000 in 1994 and $252,000 in 1992, is budgeted and recognized in
the year paid. The approximate present value of estimated future payments of $3.9
million, and 3.5 million at December 31, 1994 and December 31, 1992 respectively,
is reflected in the statement of Assets, Liabilities and Fund Balance of the Regular
Fund.

Post Employment 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 1994 and 1992 those costs were $1,162,000 and
$1,093,000, respectively.

Foreign Currencies

Certain income and expense transactions during 1994 and 1992 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 ($663,000 and $185,000
as of December 31, 1994 and 1992, respectively) have been translated 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.
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16.

17.

interfund Borrowings

From time to time during 1980's, 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, except for interfund borrowings made during 1982 and 1983 for which
$2,875,809 of interest was accrued.

As of December 31, 1992, the Regular Fund owed the Special Multilateral
Funds a principal amount totalling $8,000,000. In February 1993, and again in
November 1994 the resources available in the Regular Fund permitted repayment of
the interfund loans. Total repayments of $3,124,000 to SDAF, $2,810,000 to
FEMCIECC, $235,000 to CEC, and $1,831,000 to CMP were made to cancel the
outstanding principal balance.

The General Assembly at its twenty-fourth regular session, through AG/RES.
1277794 (XXIV-0/94} decided that, in lieu of paying the interest accrued on interfund
borrowings in 1982 and 1283 by the Regular Fund, would utilize those resources as
partial financing of the Regular Fund’s 1995 budget. Consequently, as of December
31, 1994, the accrued interest receivable in the special multilateral funds, together
with the related accrued interest payable in the Regular Fund, were removed from the
accounts. The writeoff resulted in no charge to the fund balance of the Special
Multitateral Funds because from the time the interest was first recorded there was
doubt that the Regular Fund would be able to pay it, and, therefore, the recognition of
the income was deferred.

The amount which was previously reflected as accrued interest pavyable in the
Regular Fund at December 31, 1984, has been reclassified to deferred income and will
be recognized as income in 1895.

Staff Claims

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 in favor of some
500 complaining staff members and former staff members related to non application
of the cost-of-living provision of the salary policy adopted in 1983. The Judgment
gave the General Secretariat the option to pay the value of the indemnity in feave to
current staff members. Thus, in May 1995, the Secretariat, with the approval of the
Permanent Council, implemented a plan under which the indemnities were converted
into annual leave with an estimated value of $6.5 million. The leave is to be utilized
or forfeited, if not used, within an established schedule. A number of staff members
have filed hearing requests objecting to the schedule and the mandatory use provisions
of the plan.
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In the opinion of management, staff claims pending or otherwise threatened will
not result in a material adverse financial effect on the financial condition of the General
Secretariat.

18. 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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SECTION 1l

FINANCIAL STATEMENTS

OF THE RETIREMENT AND PENSION FUND

WITH

REPORT OF INDEPENDENT AUDITORS






RETIREMENT AND PENSION FUND

The Retirement and Pension Fund of the Organization of American States is

administered by the Retirement and
committee was composed of:

Chairman:

Vice Chairman:

Member:

Alternate;

Member:

Alternate:

Secretary-Treasurer:
fnot a member of the Committee)

Pansion Committee. At December 31, 1994, the

Ambassador Lawrence Chewning Fabrega,
representing the Permanent Council

Mr. Owen B. Lee, representing the Permanent
Council

Mr. Jose Luis Restrepo, representing the
Secretary General

Mr. Raul Sanguinetti, representing the Secretary
General

Mr. Patricio Chellew, representing the
participants in the Plan

Mr. Roberto Recalde, representing the
participants in the Plan

Mr. Luis M. Lizondo

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 LLP to audit the accounts and financial
statements of the Fund at December 31, 1994 and 1993 and for the years then ended. That
firm’s opinion on the statements is included in this report.

-3






gRNLW'& %/GUNG iLP g 1225 Connecticut Avenue, N.W. @ Phone: 202 127 6000

Washington, D.C. 20036

Report of Independent Auditors

Board of External Auditors
QOrganization 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, 1994 and 1993, 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 managemen{. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with gencrally 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 estimales 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 status of the Fund at December 31, 1994 and 1993, and the changes in its financial status
for the years then ended, in conformity with generally accepted accounting principles.

April 20, 1995
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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.S. Govt. And Agency lssues
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
henefits

December 31,

1994 1993
$ 10,161,224 $ 11,679,515
54,005,974 56,129,518
36,148,526 41,857,389
855,506 1,007,163
8,309,636 4,296,580
147,797,795 150,078,318
258,178,751 265,048,483
2,574,476 1,276,686
2,071,338 1,656,285

$ 262,824,565

$ 267,981,454

1,669,496 3,617,708
1,122,214 1,333,463

130,421 511,566
2,922,131 5,362,737

$ 259,902,434

$ 262,618,717

See accompanying notes
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ORGANIZATION OF AMERICAN STATES
RETIREMENT AND PENSION FUND

STATEMENT OF CHANGES IN NET ASSETS

AVAILABLE FOR PARTICIPANT BENEFITS

Investment income

Net unrealized depreciation (appreciation)
in value of invesiments

Net realized gains on sale of investments

interest
Dividends

l.ess investment expenses

Coniributions
Institutions

Participants

increase

Payments to pensioners

Liquidations paid to participants
{or their beneficiaries)

Intersst crediied 1o Provident Plan accounts

Administrative expenses
Decrease

Net increase

Net assets available for participant benefits:
Beginning of year

End of year

Year ended December 31,

1994

$ (17,467,262)

7,885,760

8,108,394
3,237,480

1,764,372
418,871

1,345,501

7,628,394
4,354,936

12,183,330

13,528,831

1,983,314

13,806,171
42,035

15,831,520
413,594

16,245,114

(2,716,283)

262,618,717

$ 259,902,434

See accompanying notes
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1993

$

8,039,084
9,431,310

7,803,774
2,984,701

28,258,869
409,750

27,849,119

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

262,618,717




ORGANIZATION OF AMERICAN STATES

RETIREMENT AND PENSION FUND
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1924 AND 1993

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 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,
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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 vyears 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 entitled to a pension, as dafined in the Plan.
When an active participant dies with less than five years of participation, the surviving
spouse and the minor or disabled children, if any, receive the total of the accumulated
funds in the participant’s account. Also, for a participant who dies while in active
service with no surviving spouse or children, the Plan authorizes payment of the
respective personal credit to the designated beneficiaries.

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, 1982
may elect to be covered instead by alternative provisions on disability retirement
defined in the Plan.

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 Retireament 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 aflocated 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 Ganeral Reserve for administrative expenses and to
ensure continued Plan stability. Interest credited to participants’ accounts was 12.5%
and 4.5% in 1993 and 1994, respectively. Participants accumulated contributions
were $68,500,000 and $68,800,000 at December 31, 1993 and 1994, respectively,
including interest credited at rates determined by the Committee, compounded semi-
annually.
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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. 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 Neorthern 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.

Buck Consultants also performs the monitoring of the investment managers and
investment returns to assure compliance with the Commitiee’s established policies.
Quarterly reporis are presented by Buck Consultants to the Committee.

The Plan has an investment in EAFE {excluding Japan} Equity Index Fund in the
amount of $17,099,000, which represents more than 5% of the Net Plan Assets. This
fund invests in an index composed of assets of companies located in fifteen countries.

The classification of investments in terms of portfolios and financial instruments
allows the matrix presentation that follows:

PORTFOLIOS 1223

BOMESTIC INTL.

FINANCIAL CATEGORIES SHORT TERM FIXED TERM EQUITIES EQUITY TOTAL
SHORT TERM $ 7,294,000 $ 4,172,460 $ 213,085 $ 11,672,518
INVESTMENTS
U.5.GOVERNMENT AND
AGENCY ISSUES 18,538,220 37,590,598 56,129,618
CCRPORATE BONDS 10,290,253 31,867,136 41,857,389
MUNICIPAL BONDS 1,007,163 1,007,163
MISCELLANEQUS BONDS 4,296,580 4,296,580
COMMON STOCK 121,482,092 $28,596,226 150,078,318
TOTAL $36,123,173 $78,633,937 $121,695,147 $28,596,226 $265,048,483
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FINANCIAL CATEGORIES SHORT TERM
SHGRT TERM $ 3,180,300
INVESTMENTS
U.3. GOVERNMENT AND
AGENCY {S5UES 17,150,591
CORPORATE BONDS 11,899,681

MUNICIPAL BONDS
MISCELLANEQUS BONDS 1.553,349

COMMON STOCK

PORTFOLIOS 1224

DOMESTIC INTL,

FIXED TERM EQUITIES EQUITY TOTAL
$ 6,073,928 ¢ DB06,996 $ 10,161,224
37,785,383 54,805,874
24,248,845 36,148,528
855,596 855,596
6,756,287 8,309,636
119,408,346 $28,389,449 147,797,795

TOTAL $33,783,921

$75,690,038 $120,315,342 $28,389,449 $2568,178,751

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.

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 specialists. 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 apprecia-
tion (depreciation) for the years ended December 31, 1993 and 1994, are as follows:

United States Government and
Agency Obligations

Corporate bonds
Municipal bonds

Miscellaneous bonds

Common stocks

DECEMBER 31, 1993
Net Appreciation {depreciation)

Quoted Price on QOtherwise

Acti Determined
$ 1,888,243 5 (56,148) $ 1,832,097
618,321 {(146,423) 471,898
538,130 59,130
64,950 142,240 207,180
14,466,882 433,197 14,900,079
$17,097,528 $372,868 $17,470,394
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DECEMBER 31, 1994
Net Appreciation {depreciation)

Quoted Price on Qtherwise
ive M termi

United States Government and

Agency Obligations $(5,571,091) ${5,571,091}
Corporate honds (2,313,159) % (96,235) (2,409,394)
Municipal bonds {109,659} {109,659)
Miscellaneous bonds {467,385} (142,628) {(610,013)
Common Stock (432,333) {449,012) (881,345}

$(8,893,627) ${687,875) $(9,581,502)
6. Plan termination

if the Plan is terminated, every participant, regardless 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.

7. Actuarial present value of accumulated plan benefits

Accumulated plan benefits are those future periodic payments, including lump-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, 19884, 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 8.5%, of which 5.5% assumed credited semi-annually to
retirement accounts); {d) retiremsent benefit elections {the 1994 valuation assumed
20% of participants prior to January 1, 1982, and 100% of subseguent 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 19294 valuation assumes that all cost-of-living granted to
prospective pensioners will be funded directly by the Plan); (f) pensionable
remuneration increases of 5% in 1294 and thereafter; and {g) administrative expenses
of 0.4%.
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in addition, the 1994 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.

The actuarial present value of accumulated Plan benefits, and benefit information
for December 31, 1992, 1993 and 1994 are shown in the following table:

ACTUARIAL PRESENT VALUE OF
ACCUMULATED PLAN BENEFITS

Vested Banefits
Participants
Pensioners

Total vested benefits
Mon vested benefits

Total actuarial present value
of accumulated plan benefits

DECEMBER 31

1992 1993 1994

{US $1,000)
$135,691 $161,130 $146,212
28,430 29,558 33,465
164,121 190,686 178,677
3,308 3,928 15,271
$167,422 $194,614 $194,248

The reconciliation shown below sets forth the reasons for the increase in the total
actuarial present value of accumulated Plan benefits between December 31, 1293 and

Becember 31, 1994:

Total actuarial present value of
accumulated 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

ECEMBER 31

1993 1994
(US $1,000)

$167,4289 $194,614
15,069 17,515
(10,280) (15,789}
21,881 2,579
bih {3,971}
$194,614 $194.948
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Equity 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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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
commitiees.

Ernst & Young LLP 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-officic 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.

Leo 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. Its purpose is to provide loans to students from member states other than
residents and citizens of the United States and to make loans to OAS staif members
for educational purposes or in emergency situations.
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@ gRN.%T&%/@UNﬁ ﬂE.P g 1225 Connecticut Avenue, N W. g 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 Fund (the Fund) as of December 31, 1994 and 1993, 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. 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 Rowe Memorial Bencfit Fund at December 31, 1994 and 1993, and the
results of its operations and its changes in fund balance for the years then ended in conformity with
generally accepted accounting principles.

April 20, 1995
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ORGANIZATION OF AMERICAN STATES

ROWE MEMORIAL BENEFIT FUND
STATEMENT OF ASSETS AND FUND BALANCE

December 31,

1994 1993
Assets and Fund Balance
Equity in OAS Treasury Fund (Note 2) $ 18,901 $ 18,537
Investments at cost (approximate market value of
$171,000 and $175,000 at December 31, 1994 and
1993, respectively) 171,593 163,420
Total assets and fund balance $ 190,494 $ 181,957

STATEMENT OF INCOME, EXPENSES AND
CHANGES IN FUND BALANCE

Year ended December 31,

1994 1993

Income
Dividends and interest $ 6,170 $ 1,569
Capital Gain distributions from mutual funds 2,002 4,789
Income from OAS Treasury Fund (Note 2) 965 819
9,137 7177
Awards and other benefits (Note 1) 600 300
Net Increase during the year 8,537 6,877
Fund balance, begining of year 181,957 175,080
Fund balance, end of year $ 190,494 $ 181,957

See accompanying notes
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ORGANIZATION OF AMERICAN STATES
ROWE MEMORIAL BENEFIT FUND

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1994 AND 1983

Organization and Financing

The assets of the Rowe Memorial Benefit Fund (Fund) have bean accumulated
principally from contributions received from Dr. Leo 5. 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.

Eguity in_ OAS Treasury Fund

Ali 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 proportien 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.

Gross Gross Net Aproximate
Cost Unrealized Unrealized Unrealized Market
Gains Losses Losses Value
{(In Thousands)
December 31, 1994
Mutual funds invested in
Equity and Fixed income
securities $172 5 (8} 1 $171
$ 172 i) {6} [WH] $171
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Gross

Approximate

Cost Unrealized Market
Gains Value
(In Thousands}
December 31, 1993
Mutual funds invested in
Equity and Fixed income
securities $.163 A3 i 12 $_175
$ 163 13 1) 12 $.175

i
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LEQ §. ROWE PAN AMERICAN FUND
FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 1994 AND 1983
WITH
REPORT OF INDEPENDENT AUDITORS
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Washington, D.C. 20036

Report of Independent Auditors

Board of Extemal Auditors
Organization of American States

We have audited the accompanying statements of assets, Habilities and fund balances of the Leo S.
Rowe Pan American Fund (the Fund) as of December 31, 1994 and 1993, 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. 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. 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, 1994 and 1993, and the
results of its operations and its changes in operating account fund balance for the years then ended in
conformity with generally accepted accounting principles.

April 20, 1995
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ORGANIZATION OF AMERICAN STATES

LEO 5. ROWE PAN AMERICAN FUND
STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES

ASSETS

Eguity in OAS Treasury Fund (Note 2)

Investments at cost (approximate market value at

December 31, 1994, and 1993, respectively shown

in parentheses)

Mutual funds invested in equity investments
{$1,565,000 and $1,768,000)

Mutual funds invested in fixed income securities
($4,178,000 and $4,872,000)

Allowangce for Unrealized Loss (Note 5)

Loans receivable (Note 3)
Students
Instaliments not yet due
Installments past due
Allowance for uncollectible loans

Employees of the Organization of American States

LIABILITIES AND FUND BALANCES

Miscellaneous payable

Fund balances
Capital account (Note 1)

Operating account

Balance before unrealized loss on investment
Less unrealized loss on investments {(Note 5)

December 31,

1994

$ 228,091

1,505,484

4,363,253

(125,737)
5,971,091

1,510,588
244,046
(129,344)

1,625,200
507,007

2,132,298

$ 77,257

1,000,000

7,151,868
(125,737)

7,026,131
$8,103,388

See accompanying notes
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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



ORGANIZATION OF AMERICAN STATES

LEC S. ROWE PAN AMERICAN FUND

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

Income
Dividend and interest income
Capital gains distributions from mutual funds

Miscellaneous income

Expenses

Increase in allowance for uncollectible
foans (Note 3)

Investment management and
custodian fees

Administrative expenses (Note 4)

Other expenses

Fund balance, beginning of year

Fund balance, end of year
Less unrealized loss on investments (Note 5)

Year ended December 31

1994

289,645
146,851

_ 41,367
477,863

21,902

15,000
20,000

47,468
104,370
373,493

8,778,375
7,151,868

(125,737)
7,026,131

See accompanying notes
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327,266
108,624

34,416
470,306

14,922

15,000
20,000

29,452
79,374
390,932

6,387,443

6,778,375

6,778,375



ORGANIZATION OF AMERICAN STATES

LEOQ 8. ROWE PAN AMERICAN FUND
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1994 AND 1993

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.

Eguity 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 amounis
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 {o 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 {Committee) has
extended the repayment dates for certain loans.

The activity in the allowance for uncollectible lcans was as follows:

1994 1993
Balance, beginning of vear $107.,442 $ 93,625
Provision for uncollectible loans 21,902 13.917

Balance, end of year $ 129,344 $ 107,442
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In the opinion of the Committee, the allowance of $129,344 at December 31,
1994 is sufficient to provide for losses that may be incurred upon the ultimate
realization of these loans.

During 1994 and 1993 the Fund disbursed new student loans aggregating
approximately $641,000 and $389,000, respectively. The Fund received loan
repayments of approximately $215,000 and $180,000 in 1994 and 1993,
respectively.

New loans to employees for educational purposes or in emergency situations
aggregated $160,000 and $118,000 in 1994 and 1993 respectively. The Fund
received loan repayments of approximately $150,000 and $81,000in 1894 and 1993
respectively. The interest rate on new employee loans granted in 1894 was 7.5%.
Interest rates on outstanding loans granted in prior years varied from 6.5% to 10%.

Administrative Expenses

The Committee authorized payments of $20,000 in both 1994 and 1993 to 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 $27,000 in other expenses related to the services of a contract
employee in 1984 ($29,000 in 1993). 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.

fnvestments
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.

Gross Gross Net Approximate
Cost Unrealized Unrealized Unrealized Market
Gains Losses Losses Value
{ln Thousands)
December 31, 1994
Mutual funds invested in
Fixed ingcome securities $4,363 8 (194) {186) 54,178
Mutual funds invested in
Equity investments $1.6505 115 { 65} (60) $1,b65
$5,868 123 249 {126) $5,743
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Gross Gross Net Approximate

Cost Unrealized Unrealized Unrealized Marlket
Gains Losses Gains Value
{In Thousands}
December 31, 1993
Mutual funds invested in
Fixed income securities $4,6827 252 (7 245 $4,872
Mutual funds invested in
Equity investments $1,498 286 {16) 270 §1.768
$6,125 538 {(23) 515 $6,640

II
|
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Washington, D.C. 20036

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, 1994 and 1993, and the
related statements of revenue, expenses and changes in fund balance, and cash flows for
the years then ended. These financial statements arc the responsibility of the Board'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. 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 Inter-American Defense Board at December 31, 1994
and 1993, and the results of its operations and cash flows for the years then ended in
conformity with generally accepted accounting principles.

April 7, 1995






ORGANIZATION OF AMERICAN STATES

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

December 31,

1994 1993
ASSETS
Current assets:
Cash and cash equivalents $ 179,473 $ 212,980
Prepaid expenses and other assets 89,149 41,718
Total current assets 268,622 254,698
Property and equipment, at cost:
Furniture and equipment 579,115 553,391
Vehicles — 11,891
579,115 565,282
Less accumulated depreciation 475,068 401,600
104,047 163,682
Total assets $ 372,669 $ 418,380
LIABILITIES AND FUND BALANCE
Current liabilities:
Accounts payable $ 93,233 $ 94,249
Funding received in advance—current portion (Note 4) 162,500 162,500
Accrued leave (Note 2) 185,725 162,276
Total current liabilities 441,458 419,025
Funding received in advance—long term (Note 4) — 162,500
Unrestricted fund balance (68,789) (163,145)
Total Habilities and fund balance $ 372,669 $ 418,380

See accompanying notes



OCRGANIZATION 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
Building and maintenance
Equipment and supplies
Other general and administrative costs
Travel
Depreciation
Documents

Centracts
Total expenses

Surplus (deficit) of revenue over expenses

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

See accompanying notes
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Year endad December 31,

1994

$2,134,900

36,160
2,171,060

1,499,045
69,989
146,446
107,484
38,258
106,417
35,436

73,629
2,076,704

94,356

(163,145)
$ (68,789)

1993

$2,218,900

18,840
2,237,740

2,526,142
106,809
117,861
109,736

22,481
64,724
28,571

33,478
3,009,802

(772,062)

608,917
$ (163,145)



ORGANIZATION OF AMERICAN STATES

INTER—-AMERICAN DEFENSE BOARD
STATEMENT OF CASH FLOWS

Year ended December 31,

1994 1993

Cperating activities
Surplus (deficit) of revenue over expenses $ 94,356 $ (772,062)
Adjustments to reconcile surplus {deficit) to net

cash provided by (used in ) operating activities:

Depreciation 106,417 64,724
Changes in operating assets and liabilities:

Prepaid expenses and other assets {(47,431) 7,059

Accounts payable (1,016) 64,685

Accrued Leave 23,449 (81,963)
Net cash provided by {used in ) operating activities 175,775 (717,557)
Investing activities

Purchase of property and equipment {46,782) (11,493)
Net cash used in investing activities (46,782) {11,493)
Financing activities

Proceeds from funding received in advance - 325,000

Repayments of funding received in advance (162,500) —
Net cash {used in) provided by financing activities (162,500) 325,000
Net decrease in cash and cash equivalents (33,507} (404,050)
Cash and cash equivalents at beginning of year 212,980 617,030
Cash and cash equivalents at end of year $ 179,473 $ 212,980

See accompanying notes
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ORGANIZATION OF AMERICAN STATES

INTER-AMERICAN DEFENSE BOARD
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1994 AND 1993

Organization

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, 1951. The Board is comprised of military officers representing the
highest echelons of their nations’ defense establishments. lts mission is to maintain
the collective seif-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.

Reclassifications - Certain prior year balances have been reclassified to conform with
the current year presentation.

Cash and Cash Equivalents - The Board considers highly liquid investments with
original maturities of three months or less to be cash equivalents.

Depreciation - Depreciation expense is recognized using the straight-line method over
the estimated useful life of the asset. The useful life of furniture and printing
equipment is estimated at ten years; the estimated life of other equipment is five
yvears; and the useful life of vehicles is five years.

During 1993 and previously, the Board depreciated all equipment purchased prior to
1990 over ten years. In 1994, the Board accelerated its depreciation of these assets
in order to completely depreciate them in accordance with the new depreciation policy.
The amount of additional depreciation recognized due to this acceleration was
approximately $40,500.

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 transgportation. No amounts are
recordad in the accompanying financial statements relating to the use of such facilities
or services since the Board deems it impractical to measure the value of such
contributions.




Emplovee benefits - The Board provides certain benefits to its emplovees, which accrue
to them during periods of employment and are payable upon separation. Aliemployees
are entitled to accrued vacation; certain other employees receive terminal pay, merit
awards and special leave. The payments made during 19923 for these benefits
amounted to approximately $8,000. There were no such payments made during
1994,

Due to decreased funding and efforts to reduce personnel costs the Board implemented
a plan for reorganization in 1993. The reorganization entailed termination of 23
employees. In conjunction with this reorganization, 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 organization, and as such is exempt
from paying income tax.

Pension Pian

Substantially all of the employees of the Board participate in a defined benefit
muiti-employer pension plan administered by the Retirement and Pension Committiee
of the Organization of American States {(OAS). Contributions to the Plan by the Board
and employees are based on fixed percentagas of annual pensionable salaries. Pension
expense approximately $209,000 and $290,000 in 1994 and 1993, respectively.

Funding

The Board is an affiliated agency of the OAS, and as such receives a substantial
portion of its funding through OAS appropriations; however, the two arganizations
maintain separate management structures.

Funding received from the OAS in the form of direct cash contributions
decreased from $2,218,900in 1993 t0 $2,134,900 in 1294. The OAS has currently
appropriated $2,201,100 for 1995. The Board relies upon the OAS for funding
substantially all of its operating activities and is dependent upon the continued financial
support of the OAS.

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. During 1994, the Board repaid $162,500 of this advance. The
remaining $162,500 was fully repaid as of April 1, 1995.

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

of the OAS; therefore, expenditures incurred for building renovation and improvements
are not capitalized by the Board.
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Washington, D.C. 20036

Report of Independent Auditors

Board of Extemal Auditors
Organization of American States

We have audited the accompanying statements of assets, labilities and fund balance of the Fund for the
International Commission of Support and Verification Il of the Organization of American States (the
Fund), pursuant to the agreement between the Organization of American States (the OAS) and the
United States Department of State (the Agreement), as of December 31, 1994, and 1993, and the related
statements of activity and changes in fund balance for the year ended December 31, 1994 and 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 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.

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 comprebensive 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, 1994, and 1993, and its activity and its changes in fund
balance for the year ended December 31, 1994, and for the period from July 1, 1993 (inception) to
December 31, 1993 on the basis of accounting described in Note 2.

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, labilities and
fund balance and the suppott, revenues and expenses of the Fund pursuant to the Agreement.

April 28, 1995
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ORGANIZATION OF AMERICAN STATES
INTERNATIONAL COMMISSION OF SUPPORT AND VERIFICATION i

STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE

Year ended December 31,

ASSETS 1993 1994
Equity in OAS Treasury Fund $ 3,303,141 $ 2,090,440
Other assets 48,357 33,126
3,351,498 2,123,567

LIABILITIES AND FUND BALANCE

Unliquidated obligations 1,135,192 560,893
Accounts payable 85,347 70,111
Fund (deficit) balance 2,130,959 1,492,563

$ 3,351,498 $ 2,123,567

See accompanying notes
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ORGANIZATION OF AMERICAN.STATES
INTERNATIONAL COMMISSION GF SUPPORT AND VERIFICATION II

STATEMENT OF ACTIVITY AND CHANGES IN FUND BALANCE
FROM INCEPTION (JULY 1, 1993) TO DECEMBER 31, 1994

July 1, 1993 Jan. 1, 1994
(Inception) o Dec. 31,
fo Dec. 31, 1993 1994 TOTAL
Increases
Contributions
United States - State Department $ 5,000,000 $ 2,841,000 $ 7.841,000
European Economic Community (EEC) - 468,766 468,756
5,000,000 3,309,766 8,309,766
Decreases
Obligations and Expenditures
Operational Costs 691,163 873,682 1,564,845
Programming, Following & Verification 1,661,469 2,199,946 3,861,415
Tri-partisan Commission 87,498 147,444 234,942
Institutional Support 391,890 714,203 1,106,093
England - Purified water project - 1,178 1,178
Germany Microprojects - 11,596 11,596
2,832,020 3,948,049 6,780,069
Transfers
Transfer from CIAV | - U.S. 63,412 (112) 63,300
Transfer from CIAV | - Others (100,433) - (100,433)
(37,021) (112) (37,133)
Fund balance at beginning of period - 2,130,959
Fund at end of period $ 2,130,959 $ 1,492,563 $ 1,492,563

See accompanying notes
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ORGANIZATION OF AMERICAN STATES

INTERNATIONAL COMMISSICN OF SUPPORT AND VERIFICATION I
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1994 AND 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/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 international Commission
of Support and Verification (CIAV 1) 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 |l {The Fund) to account for the on-going proceeds and disbursements
pursuant to CIAV's activities. All 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 foliows:

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, 1994. It represents amounts anticipated to
be expended in the subsequent year in the completion of the project.
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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 CIAV/OAS a total of
$7.841,000 from the inception to December 31, 1994, In addition CIAV/QAS
received; $468,766 from the European Community Commission.

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,

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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ERN,g?& %/OUNG ilP . g 1225 Conneciicut Avenue, N.W. s 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 combined 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, 1994, and the related combined statement of activity and changes in fund balance
for the year 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 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 statlements. 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 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-oricnted General Standards adopted by the
General Assembly of the QAS) 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, 1994, and the activity and changes in fund
balances for the year then ended on the basis of accounting described in Note 2.

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.

April 28, 1995

VII-3






69l 76EL2$ S92°GEL'L $ 100'eS $ 6£9'0ECT $ Z8LEvE'L $ 20V ELGZLS 08G/ZLL  §
#98°166°0¢ G92'GEL}) (200'38%) 6GG'09L°L 6Y9°L£Z°) 6¥6'G6L°LL  P¥B'60L aouejeq pund
A RS 004'Gee 19¢ 966'vv 68Z'G , alqeded sjuncooy
6S009%  $ $ €0£'GlL $ 61869 § LELLY $ v9L'zie & 9€9°L $ suonebiqo perepinbiun
JONVIVE ONNJ ANV SHILPHEVIT
69L'¥BE'LES GOL'GELL § L00'ES ¢ B8£9°082'L $ ¢BLEPEL $ ZOP'ELGZLS 08GZLL  §
898'26¢E 004'G2¢ GEB SyL'L 88y ve S}SSSE JBYIO
LOE'L¥0°'LZ$ GO0'0k8  $ L00'ES $ vol'ezz'L $ Le0T¥EL $ vLE'8BPLLS 08GLLL  § pund Ainseal] SvQ ul Aiinb3
SL1ISSY
QINIBNOD UOAVATYS 13 NATE SIALVILING My3d 1LIVH FNVNIENS
NOILYAXISEO WUINIO OIVHOOWIA  NOILYANISEO JONTSTd Jovad aNV
WH010313 ONININGT WMHOLOTTI NVIMIAID ADVHOOWIT
 LYNYZLNI NOILOWOYN

¥661 ‘L€ ¥3GNID3A 4O SY
JONVTVE GNNd ONY SIILLMIEVIT 'SL3SSY 40 INIWILVYIS

SCIN3A /SY0
S3LVLS NVYORHSNY 40 NOLLYZINYOHO

Vil-5



v98'165°02$ G92°6et’L ¢ {200'882) ¢ 6GS00L'L $ 6v9ETL $ 6V6SeLZLS vEAE0L ¢

GO0'60¥' LL  (928°8h) §14°09 ££0°08/ 0S¥ 910 G¥Z'016'6 PGE'9Y
BSETYL'G WLvelt  (112°6se) AR A 612165 ¥0l'cgz' ) 066'29
gig'ose'e  (£59°0) 126'6 0/9°21¢ 0/G°¢5E ¥Ir'G6L°E LIE°001
9F6°89 (cga‘o) 08vC 0Z9'L¥ {G/8'¥5) 198°¢s 10621
vei'eze'e {6z¥) 12565 TFo'LLL 995°€50° 8CP'6E
9/1'Sk 0EF'S £26°1€ GEOYL {go1's) °6¥'z
658°LES"L ary‘e 009°'¥8L 89.°2¢2 960'020°L 615Gl
0ze'6.£'6L  (620'GS) Zr9' Ll 1042011 000°000°L BO9'GOL'CL  LEE' /L
0sF 0S¥
918'/1 £90'¥Y £G62'€L
(6iv'ss) ¢ 00008 6i¥'S
69¥'c8 697'¢8
000°G 000'S
000°000°G1 000°000°L 000°000'L $ 000°000°CkL
G86'6Y $96'6Y
00Z'2e 00Z'cz %
LEE 1Pl beetivl  $
000°0Z 00002
06+'62 06762 $
65 $ 6/G°C
Q3INIENGCD HOOVATYS 13 Yord3any SAANLVILINI Ny3d LM ANWYNIENS
NOLLYAHESa0 IYHINTD OIVEI0W3Q NQOILYAH3ISa0 JONIS I 0¥ ANV
WHCLIZ1A ONINIANST vHOL2313 NYUTIAID ADYH20N3A
LTYNEILNI NQILOWOHd

¥661 ‘L€ ¥39W30IA GIANT ¥VIA FHL HO4
JONVIVE NN NE STONVHD ONY ALIAILOY 4O INIWILVIS

OORN=A 7 8Y0
S3LV.LS NVOIHIWY 20 NOILVZINVOHO

Jeak Jo pus souejeq pun4
1esA Buunp abueyo 19N

Jeaf jo BuiuuiBeq soueeg pun4

Byo
SJ0BUON)
sanddng pue jusiwudinbg
19ABIE
sanypuadxy pue suonebiqo
S85B28109(]

SNOJUE|[20SIN

BuWou| pund Ainseal] Sv0
siBsuEl]
B[enZauap
Aenbnin
S8]elsS psiun
USpaMS
BlRURd
spuepaUieN
ueder
Aey
v
AuBuiiesy
Blensny
eunuabiy

SUCINGUIUOT)

S85E810U|

VIi-6



ORGANIZATION OF AMERICAN STATES

UNIT FOR THE PROMOTION OF DEMOCRACY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1994

QOrganization

in Resolution AG/RES.1063/20, 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 following 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 democratic 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 Demaocracy.

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:

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 pericds. This amount does not represent liabilities to unrelated
third party commitments at December 31, 1994, It represents amounts anticipated to
be expended in the subsequent year in the completion of these projects.
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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
reestablishrment and strengthening of the democratic institutions in Haiti. To this end,
financing from Member States and Permanent Observers totaling $30,948,889 was
received from inception until December 31, 1994. 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 tha OAS XXII
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 cbserve the electoral process leading to the elections which took
place on November 22, 1992, Subsequently the QAS participated in the observation
of municipal and constituent elections, observation of a Constitutional Referendum and
continued to provide fong term technical assistance for electoral systemsimprovement.

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
country 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 Surinama.

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 Dominican Republic and Panama. Among the largest contributors was the United
States Government who contributed a total of $1,000,000 for the year ending
December 31, 1294,
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MINE CLEARING ASSISTANCE PROGRAM IN CENTRAL AMERICA

At its XXII 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.
T191{XXH-0/92].

At the meeting of the Commission on Central Amearican 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, El Salvador, Guatemala and Honduras. The Secretary General, in turn, sought
the assistance of the inter-American Defense Board {{ADB) in extending the mine
removal program. Such a program would be implemented by each nation’s army and,
in the case of Costa Rica, specialized personnel.

The Sacretary General made appeals for funding to member countries, obsarver
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,
Italy, 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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