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

The Board is composed of three members elected by the General Assembly.
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To the Permanent Council 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)
in accordance with Article 114 of the General Standards to govern the operations of the General

Secretariat. Our report covers the year ended December 31, 1996, and includes:

Comments and recommendations by the Board for improving the OAS' operating

procedures and internal accounting controls;
o Audit of the accounts and financial statements of major OAS funds:
Regular Fund
Temporary Special Multilateral Fund (FET)

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

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

o Audit of the accounts and financial statements of the International Commission of
Support and Verification (CIAV II); and



° Audit of the accounts and financial statements of the Unit for the Promotion of
Democracy (OAS/DEMOC).

The Board is unable to provide comments on the Retirement and Pension Fund. The audit

of this fund has not yet been completed because the actuarial reports have not been provided.

The Board's annual report is based primarily on the audit conducted by Ernst & Young, which
was performed in accordance with generally accepted auditing standards. The Board reviewed and
discussed the audit work and related work papers with representatives from the firm. In preparing
its report, the Board has also considered the reports of the Organization’s Inspector General and

discussions with senior officers in management.

The financial statements included in this report represent the financial activity for the year
ended December 31, 1996, on a comparative basis with the previous year. (See Note 3 to the
financial statements). The statements have been prepared in conformity with accounting practices
prescribed by the Budgetary and Financial Rules of the General Secretariat which require the
measurement of financial position and operating results in terms of historical cost without regard to
changes in the purchasing power of money over time. Ernst & Young’s opinion, as it pertains to the

financial statements for the year ended December 31, 1996, is unqualified.

Based on the opinions rendered by Ernst & Young on funds audited, the Board certifies in
accordance with Article 109 of the General Standards to govern the operations of the General

Secretariat thai:

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



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

We have included as Appendix A of Section I Ernst & Young's opinion on compliance with
the General Standards to govern the operations of the General Secretariat. Tn addition, our report
contains a number of recommendations designed to improve OAS' operating procedures and internal

accounting controls both at Headquarters and at the Offices in the member states.

In June 1995, the General Assembly adopted AG/RES. 1322 (XXV-0/95) which revised
Article 108, renumbered it as Article 114, and provided that:

"The Board shall submit its report to the Permanent Council and the General
Secretariat within the first four months of every year. The report shall include
comments made by the General Secretariat. Additional formal comments will be
provided by the General Secretariat on planned implementing measures with
respect to the recommendations in the report. The Permanent Council shall make
such observations as it deems necessary. The Permanent Council's observations
and recommendations on this report and on the comments of the General
Secretariat shall be forwarded to the General Assembly following the end of the
financial period addressed by the report”.

This report is submitted in accordance with Article 114, with one exception. Due to
circumstances beyond the control of the Board, the report does not meet the time frames established
in said Article. Over the course of next year, the Board will adopt the appropriate measures to
encourage Ernst & Young and OAS’ management to provide documentation in order to meet the

established time frames.

As of December 31, 1996, the Regular Fund had a positive fiind balance of $2.7 million which
was an increase of approximately $2.6 million from the December 31, 1995, balance of about

$129,000. The increase in Fund Balance was primarily due to increased collections during 1996.



Quota collections in the Regular Fund during 1996 totaled approximately $83 million as compared
to approximately $58 mullion during 1995. During 1996, OAS collected 83% of the assessment due

in that year and 30% of prior year’s arrearages.

The Members of the Board wish to express their appreciation for the cooperation of the
General Secretariat in facilitating the audit work and to the General Assembly and Permanent Council
for the opportunity to assist in evaluating the financial operations of the OAS.
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CHAPTER 1

COMMENTS RELATING TO THE
GENERAL SECRETARIAT

Issues related to the General Secretariat have been grouped into three categories as follows:
(1) issues of continuing concern, (2} action on prior issues, and (3) new issues. Five issues
discussed in last year’'s report related to the General Secretariat continue to be of concern to the
Board members.

Management information The Depariment of Management Sysiems and information

Systems {DMSH is in the process of implementing corrective measures
to enhance the overall control structure of the Organization’s
infarmation systems environment. However, during its audit,
Ernst and Young noted additional control issues that warrant
management’s consideration:

Access Controls - In order to ensure that acocess
authorizations remain appropriate, the Board members
recommend that it be reviewed periodically by the user
departments, e.g., on an annual basis. This could be
achieved with system generated reporis listing all users and
their access rights by department which could be signed off
on by the head of each department.

in order to ensure timely set up when the Computer
Operations Specialist is not available, the Board recommends
that the procedures required for establishing 8 new user be
prepared and forwarded to people designated to perform such
functions in the absence of the Computer Operations
Specialist.

Disaster Recovery Planning - The OAS contingency plan
needs to be revised to reflect the current systems
environment and backup procedures and to ensure the
effectiveness and usefulness of the plan. Additionally, the
Organization needs to develop a manual on non-automated
user procedures that will be deploved by departmental
business users in the event of computing systems
unavailability.

Service Center - QAS uses a third party service center {ISl} for
data processing and data retrieval. The service center
agreement does not contain a detailed definition of the
service level to be provided. Also, DMSI management is not
aware of the business continuity cantrols of ISI's datacenter.
We recommend that management address these issues with
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Contro! Environment

the service provider and request a copy of the most recent
service auditor’s reports, if any.

FC User Guidelines - With the exception of some memoranda
which have been distributed, there are no user guidelines for
the use of PCs. We recommend that management develop,
distribute, and monitor compliance with user guidelines,
outlining the basic rules to be cbserved by the users.

There are no controls which would prevent the use of
unauthorized or unlicensed software on workstations. Since
the acguisition of software is not centralized, it is difficult for
DMS! to control the compliance with software license
agreements. A preventative control could be realized with
the distribution of the above mentioned PC user guidelines.
To further increase user awareness we recommend having
the user sign a declaration of compliance on an annual basis.

Local Area Network (LANJ - The LAN consists of several
hundred computers, but no LAN management tool is in place
to facilitate effective LAN management tasks such as
performance management, security management, and
configuration management. DMSI should conduct a
cost/benefit analysis to determine the feasibility of insialling
a LAN management tool to further increase the effectiveness
and efficiency of LAN management.

The Board members have identified the MIS system as one of
the most vital issues facing OAS at this time and would like
to stress the need for adequate funding for this program. The
Board members recommend that OAS management ensure
that funds to cover this project are set aside and that these
funds are not contingent on the amount of current year
guotas or arrearages that are coilected during the year.

Over the past few vears, several of the management area
offices of the General Secretariat have experienced personnel
reductions and as a result, operate with minimal staff ieveis.
During 1996, further personnel reductions were experienced,
particularly within the Departiment of Financial Services. The
Department of Financial Services devised strategies for
reengineering its accounting and reporting processes. The
rmost significant of these strategies are expected to take place
during 1997. During the audit, Ernst and Young did not
identify any material internal control weaknesses. However,
both the Board members and Ernst and Young want to stress
that any approach adopted by the Organization targeted at
reallocating responsibilities according 1o available personnel
resources should include key controls which ensure that
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Review of Policies
and Procedures

Fixed Assats

adequate segregation of duties is maintained, assets are
properly safeguarded, and transactions are recorded in
accordance with the General Standards and Budgetary and
Financial rules.

The Board members recommend that the planned strategies
slated to take place during 1997 be evaluated to ascertain
whether they are sufficient to achieve this goal.

The Board members understand that downsizing is a
necessity for the Organization. However, the Board members
feel it is important to ensure that adequate staffing is
maintained in the most critical functions and the most
vulnerable areas of the Organization, such as in the areas of
the MIS and the Department of Financial Services. Therefore,
the Board members recommend that OAS management
review the staffing of the Organization, with this objective in
mind. OAS management would, of course, identify the scope
of this review and determine how the review would be
conducted.

in prior years, the Board members commented that the
Organization’s overall policies and procedures governing daily
operations of the General Secretariat were in the need of
being updated. During 1995, Department of Financial
Services began to coordinate the gathering of information
from the units within the Secretariat in order to begin the
update of the policy and procedures manuals; however,
expected progress was not made during 1996 as a result of
the lack of available personnel to perform this function as
well as a management decision o postpone reviewing
policies and procedures until management can better define
the procedural needs for the new computer system.

The Board members continue to recommend that the
necessary resources be allocated to facilitate an Organization-
wide review of the General Secretariat’s policy and procedural
guides. K is important that a consistent body of criteria
which documents the existing rules and regulations of the
Organization exists to ensure that employees and contractors
of the OAS are aware of and comply with these procedures.
While the Board members recognize that such an undertaking
is not feasible considering the current staffing levels of the
General Secretariat, we believe a project of this nature could
be accomplished by an outside contractor with limited
supervision by the Subsecretariat for Management.

Headquarters’ Assets - During 1994, the General Secretariat
contracted with an outside firm to perform a physical
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inventory of the Headguarters’ fixed assets. The financial
records were completely updated to include a specific listing
of assets and pre-existing global amounts were removed.
During 1996, the Qrganization has coniinued to focus on
capturing and recording all annual acquisition and disposal
activity in order to properly maintain accurate records;
however, during the audit, Ernst and Young noted instances
in which Headquarters’ fixed assets were not properly
recorded in the fixed asset records as follows:

e The Organization purchased the Secretary General’s new
residence for approximately $1.9 million in April 1996;
however, this asset addition was not reflected in the fixed
asset records until £rnst and Young noted the omission
and recommended the adjustment.

e  We noted instances in which building improvements
commencing in 1997 were capitalized during 1996. An
adjustment of $333,000 was made to remove these
transactions.

The Department of Material Resources should establish and
implement formal procedures to ensure that asset additions
are properly reflected in the fixed asset records in the
appropriate time period.

National Office Assets - Beginning in 1995, the Department
of Material Resources provided each National Office a list of
fixed assets maintained away from Headquarters in order to
perform a physical inventory and update the list. Only a small
number of National Offices had returned the 1996 fixed asset
listing. The Organization should continue its efforis in this
area particularly with regard to those National Offices which
have not vet responded. The Department should also
consider the establishment of policies which foster
campliance with its physical inventory requests.

Mission Assets - During 1996, the Organization completed an
inventory of the assets maintained by the International Civil
Mission and Electoral Observation Mission in Haiti. The
review identified approximately $267,000 in assets which
were not recorded in the fixed asset records as well as
approximately $210,000 in assets in the fixed asset records
which could not be logcated. In the prior yvear, the Board
members encouraged the Department of Material Resources
1o continue to resolve identified discrepancies in the mission’s
fixed asset records. However, ng progress has been made in
this regard. The Board members continue to recommend that



Specific Criteria
for Firm Commitments

the Department take the necessary steps to ensure that these
assets are appropriately recorded in its records.

During 1994, a physical inventory was performed by OAS
personnel of all the assets related to its CIAV mission in
Nicaragua. As aresult of this inventory, a global amount of
$1.3 million was entered into the Fixed Asset Master File to
include assets previcusly unrecorded. In the prior year, Ernst
and Young recommended that this giobal amount be replaced
with a specific asset listing in order to provide an accurate
database of mission assets (including acquisition date) and
ensure associated depreciation-is accurately calculated. This
procedure of providing the specific asset listing has not yet
been performed and we recommend that efforts be made by
the Department of Material Resources to accomplish this
objective.

Project Asset - Ernst and Young noted that the OAS has not
vei established a formal capitalization policy for Inter-
American Council for Integral Development (CIDI) project
assets and that project assets were being capitalized
dependent on whether they would have been considered
assets of the Office of Education, Science, and Culture,
which were not capitalized, or assets if the Office of
Economic and Social Affairs, which were capitalized, under
the former organizational structure. We recommend that a
policy for the capitalization of CID| projects assets be
established and communicated to the appropriate project
administrators.

Previous reparts noted instances where the Organization
recorded obligations that did not appear to be supported by
firm commitments as required by the Budgetary and Financial
Rules. In June 1995, the General Assembly approved a
modification to Article 72 of the General Standards to
specifically require that obligations be recorded when the
General Secretariat becomes legally required to expend funds.
However, during its audit of the Organization’s 1996 financial
statements, Ernst and Young again noted instances where
obligations were recorded that were not supported by firm
commitments. Unsupported obligations totaling $518,000
were deobligated based on FErnst and Young's
recommendations. Other immaterial instances of unsupported
obligations were noted.

Adequate reviews of these balances at or near year-end to
determine whether these obligations continue to meet the
criteria outlined in Article 72 are not being performed by the
appropriate individuals within the Organization.
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Financial Condition of
the Regular Fund

As in prior years, the Board members recommend that the
Qrganization establish detailed review procedures to be
performed in order to ensure that obligations are valid.
Policies should also be created which ensure compliance with
these review procedures at all levels of the Secretariat.
Further, we continue to siress that efforts should be made to
ensure that alt Offices of the Secretariat adhere to the criteria
necessary for obligating funds. As noted in the prior year,
the Field Financial Manual and Budgetary and Financial Rules
do not contain a consistent set of criteria for obligating funds
in Offices Away from Headquarters consistently with Article
72.

The financial position of the Organization’s Regular Fund
had significantly improved during 1996. As of December
31, 1996, a $2.7 million balance existed in the Regular
Fund -- an increase of approximately $2.6 million from
December 31, 1995, when the Reguiar Fund balance
totaled about $129,000. The increase was primarily due
to the increased collection of current year guota
assessments. Quota collections during 1996 totaled
$82.9 million, with 83% of the 1996 assessment and
30% of prior years’ arrearages collected. Uncoliected
quota balances at December 31, 1996, are $42.2 million,
as compared to $53.6 million at December 31, 1895,

Pledge collections in support of the Temporary Special
Fund (FET) (Voluntary Funds in prior years) decreased
approximately 8% during 1996: 1996 collections totaled
$11.6 million with 87% of the current year pledges
collected. As in prior years, the majority of the
outstanding pledge balances at December 31, 19296,
relates to a 1977 pledge made by the United States of
approximately $8.7 million, for which the U.S. government
has since informed the Secretariat that funding is
unavailable. In early 1997, the U.S. Department of State
informed the Board of External Auditors, in conjunction
with the annual audit of the financial statements, that the
U.S. does not acknowledge this outstanding balance. The
Board plans to bring this matter to the attention of the
Committee on Administrative and Budgetary Affairs for
consideration and resolution.

The Board also plans to have discussions with the

Committee on Administrative and Budgetary Affairs
regarding ways to maximize the financial position of the
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Art Museurn of the Americas

QAS. For instance, the Board members are concerned that
while countries are allowed a discount for paying dues in
a timely manner, countries are not charged a penalty for
late payment of dues. -

The Art Museum of the Americas displays works of art from
numerous American artists. The Board members feel that the
art collection in this Museum is of extreme educational and
cultural imporiance. Unfortunately, the Museum does not
seem to atiract the number of patrons that the Board

i - H 11 3 I 1l mds s
members believe such an important collection should attract.

The Board members are unsure of the reasons for this,
perhaps the location is not advantagecus or perhaps
information about the Museurn has not been adeguately
disseminated. Howaver, the Board members feel it is their
duty to ensure that OAS’ assets are put to the best use
possible, including works of art. Therefore, the Board
members recommend that OAS’ management consider
alternatives for displaying these works of art. For instance,
OAS might be able to display these works in an existing
museum in the D.C. area (either the Smithsonian or a
privately funded museum).



CHAPTER 2

COMMENTS RELATING TO AUDITS BY THE OFFICE OF
THE INSPECTOR GENERAL

In 1996, the Office of the Inspector General issued 12 audit reports and 2 inspection
reports. Fifty-eight percent of the audit reports issued by the IG’s Office were a result of audits
at the General Secretariat Headquarters. The OAS IG Office audited representation and
hospitality allowances; the Travel Unit in the Department of Material Resources (also audited
in 1995); contractual and employment mechanism used by the OAS to obtain required human
resources; official trips from Headquarters; the Inter-American Commission on Women; the
international Civilian Mission in Haiti; a follow-up audit of the Language Service Unit of the
General Secretariat; and inspected the “Ediciones Interamericanas de Musica” and telephone
calls. The OIG also reviewed National Offices and Projects in Ecuador; Antigua and Barbuda;
Grenada, Carriacou, and Petit Martinique; Jamaica; and Trinidad and Tobago in 1996.

In 1996, the Office of the Inspector General conducted audits at Offices of the General
Secretariat in Antigua and Barbuda; Ecuador; Grenada, Carriacou, and Petit Martinique;
Jamaica; and Trinidad and Tobago.

¢ early consideration needed for the appointment of an on-site Director and permanent
Secretary/Technician

e non-compliance with established OAS procedures for telephone expenses and cleaning of
office premises

o pbsolete and unusable property is included in the fixed assets listing

Ecuador

e the report reveals some problems with staff relations, accounting controls, and the cleaning
contract

o need to effectively centralize and control the supervision of all the essential functions of the
National Offices

e lack of communication between the National Office and Headquarters

¢ information regarding the update of physical inventory is not being provided on a timely
basis

* obsolete/nonfunctional inventory items are not being retired




Jamaica

e

serious weaknesses in internal control of disbursements

contracting and financial procedures are not always followed

material amounis were paid to companies without the use of competitive contracting
methods

financial responsibilities are not segregated
secretary/technician needs training in computer and secretarial skills
non-compliance with established OAS procedures for telephone and gas expenses

inventory listing of fixed asseis was not updated in a timely manner

The Board members recommend that the OIG continue to explore the root causes of issues

identified at National Offices, such as lack of guidance or training.

As previously mentioned, the Office of the inspector General completed several audits of

headquarters operations and two inspections. The following summarizes the findings of these
audits.

e 9 © 9

travel unit's cost effectiveness is questionable

questionable contribution by the travel unit to promote operational efficiency

does not consistently command the lowest rates and most direct routes for official travel
need to address and formalize the issue of refunds for unused tickets

]
L]
L4
.2

need to deobligate funds in various travel accounts and outstanding obligations
significant personnel gap when Principal Specialist was transferred

object 99 accounts should be liquidated

need for accountability and safeguarding of OAS inventory items

the OIG performed this followup audit because the QIG thought there were some serious
consequences for the Language Services Unit particularly in payments to free lance
translators

lack of effective supervision and management

need to centralize and control the documents process including payments to free lance
translators

need for organized and systematic processing and written procedures

non-compliance with OAS contracting and procurement procedures
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excessive number of employment and contracting mechanisms and modalities

the performance contractual mechanism is troublesome because it borders on unfair and
illegal labor practices and it should be replaced by a more flexibie personal services contract
two mechanisms raise questions--(1) the Trust Non-Career mechanism needs to be carefully
controlled to avoid hiring personnel for positions which should be filled through competition
or through other means and (2) there are a number of staff on Short-Term Coniracts who
have been working with the Organization, under this type of mechanism, for over 2-3 years
while others have been hired without competition.

need to improve in the areas of administrative procedures; accumulation of better statistics;
negotiation of better food, beverage, and equipment prices; and defining functions. Also,
an outdated Executive Order may need to be rearganized and updated

inadequate statistical database

representational activities are financed with program funds which are not properly identified
by a separate allotment

disbursements of financial resources show an unusual concentration on 2 limited number
of service providers

need to reevaluate rental of equipment for events

need to improve controls over stock rooms

excessive prices have been paid for beverages and liquor products

risk assessment showed that MICIVIH cannot achieve its objectives within given time-
frames

nlacement of special observers at high grades was unjustified and resulted in uneconomical
project implementation

defects exist with transactions of the UN such as agreements, local currency blll:ngs, and
numbers of local employees

differences between financial accounts and physical inventories exist, due toc expense
misclassifications, improper accounting, and losses of assets

lack of structured programming with reference to office trips
rules and regulations for official trips were not summarized
few reports are made on the return from official trips

no specific working plans
no basic controls over inventories
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e fax communications have not been used as they should (its use would bring an important
economy to the Organization)

s personal telephone calls are noi reimbursed in a timely manner,

e around 20% of the Departments are not certifying telephone calls

o cellular telephones have been assigned to staff that do not qualify for them
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CHAPTER 3

COMMENTS RELATING TO THE OPERATIONS OF
THE OFFICE OF INSPECTOR GENERAL

In past vears, the Board members expressed concern about the Office of Inspector General's
(0IG) audit coverage, staffing, independence, and follow-up on audit recommendations. As
discussed in chapter 2, the OIG performed 58% of their audits at Headquarters. This is a decrease
in audit coverage of Headguarters from the 1995 rate of 75%. Although the Board members agree
that there are areas of high risk at the National Offices and understands the fluctuation in the
number of audits conducted in Headquarters, it must again stress the need to maintain significant
audit coverage of Headauarters.

The Board members would also like to note three other areas which have been discussed in
earlier reports and two new issues.

Staffing

The Board members are concerned that the Office of Inspector General lost a position during
1996. Although the Board members understand that OAS is operating under strict financial
constraints and that most offices have been downsized, we do not feel that it is appropriate to take
a position from the Office of Inspector General, which we believe was at the minimum effective
staffing level. During times of staff reductions, OIG’s can provide valuable assistance on innovative
ways o maintain needed internal controls within an organization. The Board members also
recommend that this position be filled with an auditor with computer expertise. Reviews of the new
MIS program will be vital in the upcoming years, and therefore, the OIG should have qualified
personnel to examine this area.

The Acting Inspector General has assured the Board members that the system established
to track actions on recommendations has been successful and that most of the Inspector General’'s
recommendations have been implemented. The Acting Inspector General indicated that his office
has issued 1079 recommendations since 1994; 974 are closed, 32 are in process, and only 73
remain open. The Board members commends the General Assembly, the Secretary General, and the
Acting Inspector General for maintaining this high level of compliance and hopes that this continues.

The Board members previously reported 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. The Board members reported that it believed that the Office of Inspector
General did not have sufficient independence to operate most effectively.

Last vear, the Acting Inspector General indicated that the Office of Inspector General now
has its own budget, which has been submitied to the Budget Committee without any major
changes. According to the Acting Inspector General, this continues to be the case. He also
indicated that he conducts work at the request of the Secretary General and alsc schedules his own
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work. The Acting Inspector General has assured the Board members that no one has interfered with
any audits that he has performed and that he is independent.

Bianning

The Board members have noted that the OIG basically plans its audits using a cyclical
methodology, although other work is done as needed. The Board members would like to
recommend that the OIG consider risk factors during its annual planning process. For instance, the
MIS project is going to be a large project which will affect the entire OAS for years to come.
Because this is such an important and complicated project, the Board members feel that this
undertaking has a number of risks associated with it. Another area of concern would be the
Department of Financial Services. Projects identified as high risks areas, such as the MIS project,
would need to be reviewed appropriately

S L Lo L=r R QLY.

As discussed in Chapter 1, OAS has undergone a significant decrease in staffing during the
past two vears. As a result, it is having a difficult time implementing all of the recommendations
which the OIG makes during the vear. Although the Board members agree that these
recommendations are worthwhile and would improve operations, it understands that the shortage
of staffing makes it difficult to implement all of the 0IG's recommendations quickly. Therefore, in
order to assist OAS’ management, the Board members recommend that the OIG prioritize its
recommendations so OAS’ management understands which recommendations should be
impiemented immediately, and which could wait until 2 more advantageous time.
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CHAPTER 4

COMMENTS RELATING TO THE INTER-AMERICAN DEFENSE BOARD

Last year the Board members noted that the Inter-American Defense Board (IADB) had not
recorded amounts for in-kind contributions as required by FAS 118, Accounting for
Contributions Received and Contributions Made, and FAS 117, Financial Statements of Not-for-
Profit Organizations. Specifically, |ADB receives in-kind contributions for salaries of
administrative personnel who are serving in the military and for office facilities at the OAS
Building and the InterAmerican Defense College. As of the last Board meeting, Ernst and Young
had not concluded whether it was practical and reasonable for IADB to comply with this
standard. However, prior to the issuance of the annual report on the 1995 financial
statements, Ernst and Young concluded that it was reasonable for the [ADB not to comply with
FAS 116 and 117 and therefore, not to record the donation of these services and facilities as
revenue and expenses. Ernst and Young came to this conclusion because IADB does not have
a clearly measurable basis for the amount to be recorded. The IADB maintains that the services
and facilities donated to it for use are also used by those donating organizations, thus it would
be difficult to separate the contributions to IADB from the total costs of the people and
facilities. The Board members concur with Ernst and Young's assessment of the situation.
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CHAPTER 5

COMMERNTS RELATING TO THE PENSION AND RETIREMENT FUND

The Retirement and Pension Fund is comprised of the Retirement and Pension Plan (Plan)
and the Provident Plan. The Plan is a contributory pian maintained for the benefit of all “regular”
OAS employees and other affiliated agencies. The Provident Plan is maintained for certain “non-
regular” employees of the OAS and other affiliated agencies. The audit of this fund has not yet
been completed because the actuarial reports have not been provided by the external actuaries.
The Board members will continue to review E&Y’s and QOAS’ efforts to work for a more timely
conclusion to this portion of the audit in future vears, which the Board members feel will

- Sem o i o e b o N 1

provide useful information to the General ASSéﬁ"IDEy.
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gg} ERNgy-& E/OUNG lg_P & 1225 Connecticut Avenue, N.W. @ Phone: 202 327 6000

Washington, [2.C. 20036

Independent Auditor’'s Report on Compliance

Board of External Auditors
Organization of American States

We have audited the financial statements of the funds of the Organization of American
States (the Organization) as of, and for the year ended December 31, 1996, as listed in the
accompanying table of contents, and have issued our report {the Audit Report) thereon
dated April 11, 1997.

We conducted our audit 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.

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 inciuded in Chapters IV,
V, VI and VIl of the General Standards. However, the objective of our audit of the financial
statements was not to provide an opinion on overall compliance with such provisions.
Accordingly, we do not express such an opinion.

We aiso tested certain expenditures of senior executives concerning executive
compensation, travel, official entertainment, contracting and consulting services, speaking
honoraria and gifts, and executive perquisites to determine compliance with the
Organization's Staff Rules and Chapters [l and VIil of the General Standards.

The results of our tests indicate that with respect to the items tested, the Organization
complied, in ail material respects, with the provisions referred to above. We noted certain
immaterial instances of noncompliance with the rules and regulations in the following
areas: unliquidated obligations and fixed assets. We were unable to determine from the
available documentation whether or not budgetary appropriation transfers occurring during
the year were in compliance with the rules pertaining to such transfers. Our comments on
certain of these matters have been reported to the Board of External Auditors in separate
correspondence dated April 11, 1897.

This report is intended solely for the information of the Board of External Auditors, the

General Secretariat, Permanent Council, and the General Assembly of the Organization.
This restriction is not intended to limit the distribution of this report, which is a matter of

public record.

Aprit 11, 1997

Ernst & Young t1r is a member of Ernst & Young International, Ltd.
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The General Secretariat has prepared and is responsible for the integrity of the financial
data included in the accompanying financial statements. Except as described in note 7 of the
financial statements, the statements have been prepared in conformity with accounting
practices prescribed by the Budgetary and Financial Rules of the Organization which include the
financially oriented General Standards to Govern the Qperations of the General Secretariat and
other provisions approved by the General Assembly.

The accounting practices utilized by the General Secretariat differ in certain respects
from generally accepted accounting principles customarily applied in the presentation of
financial statements. A description of the significant differences from generally accepted
accounting principles is set forth in Note 4 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.
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EERNST& VOUNG g.!;P & 1225 Cennecticut Avenue, N.W. = Phone: 202 327 6000

Washington, D.C. 20036

Report of Independent Auditors

Board of External Auditors
Organization of American States

We have audited the combined financial statements of the funds of the Organization
of American States (the Organization) as of December 31, 1896 and for the year
then ended, listed in the accompanying table of contents on page 1I-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 VI of the General
Standards of the Organization of American States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

As described in Note 4, the Organization of American States prepares its financial
statements on the basis of accounting practices prescribed by the Budgetary and
Financial Rules (which include the applicable financially-criented General Standards
adopted by the General Assembly of the Organization of American States) which is
a comprehensive basis of accounting other than generally accepted accounting
principles.

In our opinion, the financial statements 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, 19986, and the changes in fund balances for the year then
ended on the basis of accounting described in Note 4.

Our audits have been made primarily for the purpose of expressing an opinion on the
basic financial statements listed in the accompanying table of contents for the funds
of the Organization of American States referred to in the first paragraph of this
report taken as a whole. The accompanying supplementary information in
Schedules 1 through 10 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 fairly stated in all material respects in relation to
the basic financial statements mentioned above taken as a whole.

Ernst & Young 1:p is a member of Ernst & Young International, Ltd.
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Ell FRNST& YOUNG LLP

We have previously audited and expressed an unqualified opinion on the financial
statements of the above funds of the Organization of American States for the year

ended December 31, 1994, summarized comparative information from which is
presented herein.

April 11,1997
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ORGANIZATION OF AMERICAN STATES
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1996 AND 1994

Oroanizati { Financial §

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

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

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

: fic: 1 2 . i i fic Funds}, financed
by grants or bequests to finance actlwtses specnﬁed 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 Qperating Subfunds

Quota and voluntary pledge contributions and the corresponding costs incurred
in carrying out the 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 Regular Fund and are included in the
financial statements of the Regular Fund:
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General Assembly

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

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 Commitiee

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. Temporary Special Multiiateral Fund

The Temporary Special Multilateral Fund (FET) is a special multilateral fund, and
was established in January 1996 to finance the cooperation activities of the member
states during the period of transition to CIDI (Inter-American Council for Integral
Development). FET has the objectives of financing ongoing technical cooperation
projects with unobligated appropriations as of December 1995, and new projects for
Partnership for Development. FET was initially under the supervision of the Joint
CEPCIES/CEPCIECC Working Group in Charge of the Transition to CID! (GTC) and in
June of 1996 came under the supervision of CiDI,

c. 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 was under the supervision of the inter-American Economic
and Social Council. The Twenty-Second Special Session of the General Assembly on
January 29, 1996 repealed the statutes of this fund through AG/RES.1T (XXII-E/96)
except for the sole purpose of executing obligations for projects approved before
December 31, 1995. After repealing the statutes of the SDAF, FEMCIECC, CEC, CMP
in the Twenty-Second Special Session of the General Assembly, the Operating and
Reserve Subfunds of the respective funds were transferred to the Special Transition
Fund (FET) as of January 29, 1996.

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
was under the supervision of the Inter-American Council for Education, Science and
Culture. The Twenty-Second Special Session of the General Assembly on January 29,
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1996 repealed the statutes of the Uniform Statute of this Special Multilateral Fund
through AG/RES.1 (XXII-E/96) except for the sole purpose of executing obligations for
projects approved before December 31, 1995, After repealing the statutes of the SDAF,
FEMCIECC, CEC, CMP in the Twenty-Second Special Session of the General Assembly,
the Operating and Reserve Subfunds of the respective funds were transferred to the
Special Transition Fund (FET) as of January 29, 1996.

e. 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 was under the supervision of the Inter-American Council for Education, Science and
Culture. The Twenty-Second Special Session of the General Assembly on January 29,
1996 repealed the statutes of this account through AG/RES.1 {XXI-E/96) except for the
sole purpose of executing obligations for projects approved before December 31, 1995.
After repealing the statutes of the SDAF, FEMCIECC, CEC, CMP in the Twenty-Second
Special Session of the General Assembly, the Operating and Reserve Subfunds of the
respective funds were transferred to the Special Transition Fund (FET) as of January 29,
1896.

f. Mar del Plata Sccount

The Mar del Plata Account (CMP) was established in 1972 as a regional effort
to promote institutional development of the educational, scientific and technological
infrastructure in the member states by seeking both to expand it and to apply it to
practical problems of development. CMP was under the supervision of the
inter-American Council for Education, Science and Culture. The Twenty-Second Special
Session of the General Assembly on January 29, 1996 repealed the statutes of this
account through AG/RES.1 (XXH-E/96) except for the sole purpose of executing
obligations for projects approved before December 31, 1995. After repealing the
statutes of the SDAF, FEMCIECC, CEC, CMP in the Twenty-Second Special Session of
the General Assembly, the QOperating and Reserve Subfunds of the respective funds
were transferred to the Special Transition Fund (FET) as of January 29, 1996.

o Other Entiti | Snecialized Oraanizati

The assets and liabilities at December 31, 1996 and 1994, 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:
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Inter-American Defense Board *

Inter-American indian Institute

Inter-American institute for Cooperation on Agriculture
Inter-American Library Simon Bolivar *
Inter-American Music Council *

Leo S. Rowe Pan American Fund *
QAS Medical Benefits Trust Fund *
QOAS Retirement and Pension Fund *
Pan American Development Foundation
Pan American Health Organization

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

%

3*

Subfunds have been established and are financed under the following criteria:

g - hfund is a contingency reserve to provide for
‘the contmuous functaomng 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, 1996, the balance of the General Subfund of $2,737,000
is restricted to finance unobligated appropriatigns.

b. EET - Reserve Subfund is a contingency reserve to ensure the normal and
continuous financial operation of the FET until the General Secretariat receives
pledged contributions. The amount of this Reserve Subfund shall be equivalent
to 10% of the FET’s total budget.

The operating and reserve subfunds of the SDAF, FEMCIECC, CEC, and CMP
including interest earned and miscellaneous income as of January 29, 1996 were
transferred to the FET after the statutes of these funds were repealed in the
Twenty-Second Special Session of the General Assembly.

* Recipients of cash and/or in kind contributions or administrative services from the Regular Fund.
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SDAF - Reserve Subfund is a contingency reserve to provide for the continuous
functioning of the regular activities of the Operating Subfund. In accordance with the
statutes of the SDAF, interest earned and miscellaneous income are added to the
Reserve Subfund. After repealing the statutes of the SDAF in the Twenty-Second
Special Session of the General Assembly, the Reserve Subfunds of the respective funds
were transferred to the Special Transition Fund (FET) as of January 29, 1996.

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
{XVill-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. After repealing the statutes of the FEMCIECC, CEC,
CMP in the Twenty-Second Special Session of the General Assembly, the Reserve
Subfunds of the respective funds were transferred to the Special Transition Fund (FET)
as of January 29, 1986.

Specific Funds (Exhibit 3]

These funds include contributions and grants from member states observers and
other interested parties for purposes of conducting special projects and activities. These
funds also include designated funds which have been segregated for specific purposes
and whose use is restricted through designation by the General Assembly or the General
Secretariat. The repeal of the voluntary funds mentioned above, do not affect in any
way the operation of the Specific Funds.

Biennium Financial B ,

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

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

: ina Princiol

Except as described in Note 7, 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 and a financial
statement display 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 coilectibility of
assessed but uncollected quotas and voluntary pledges outstanding; therefore,
quotas and pledges are included in the financial statements of the various funds
only to the extent 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 resulting from offers made by the funds to member
states or other institutions to disburse monies for the procurement of goods or
services in future periods. Such amounts do not represent liabilities or unrelated
third party commitments at the end of the respective periods. They represent
amounts anticipated to be expended in the subsequent year or biennium in the
completion of a particular program or activity. -

C. The OAS provides certain benefits to 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.

These expenditures are as follows:

1996 1994
Home travel $ 193,000 $ 193,000
Repatriation of family and household
goods upon separation 144,000 203,000
Separation indemnity and
termination pay 1,238,000 916,000
Medical benefits
subsequent to separation $ 965,000 $ 1,031,000
Total £2.540.000 $.2,343.000
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Unrecorded earned annual and special leave approximated $14,602,000 and
$8,460,000 at December 31, 1996 and 1994, respectively.

D. The General Assembly of the OAS adopts a consolidated program-budget which
includes the budgets for the Special Multilateral Fund of the Inter-American Council
for Integral Development 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

L Y ey
contribution may not bear a direct relationship to the actual cost of the services

provided to those funds during the period.

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

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

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

H. A Cash Flow Statement is not provided and certain other provisions pertaining to
generally accepted accounting principles related to financial statement display are
not applied. In addition, unrealized gains (losses) on investments, are not included
in income and investments are not recorded at fair market value.

The General Secretariat follows the practice of charging to current fiscal period's
appropriations the amount disbursed in acquiring real property, equipment, and works
of art and subsequently capitalizing such acquisitions in a separate Fixed Assets Fund.
This practice allows the OAS to continue to reflect those expenditures for fixed assets
against the amounts appropriated for such purposes while, at the same time, presenting
themn 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.
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The associated debt is then amortized against current and future years'
appropriations ($772,000 in 1996 and $641,000 in 1994) to provide for current
mortgage payments. (See Note 11).

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

December 31

Depreciation Basis 1296 1994

Land {Note 11} - not depreciated $ 5,491,305 $ 5,491,305
Buildings (Note 1) - 50 years 30,497,618 27,785,906
Vehicles - b years 1,797,442 1,144,888
Furniture and equipment - 10 years 7,310,600 6,552,844
Technical machinery and - 10 years 7,340,029 4,329,496
equipment

Works of art - not depreciated 1,898,217 1,490,612

54,335,211 46,785,051

l.ess: accumulated depreciation {19,240,344) {15,304.,968)
Book value as of December 31 $35.094 867 $31.490.083

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.

Equity in OAS T Fund

All U.S. doliars available for use in carrying out the activities of the various funds
of the OAS are consolidated in the OAS Treasury Fund. The Regular Fund, the
Voluntary Fund , 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.
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The composition of the OAS Treasury Fund at the end of the corresponding periods is

as follows:

Demand and time deposits, net of $7,433,000
and $3,078,000 drafts not presented for

1996

1994

payment at December 31, 1996 and 1994, $ 914,000 $ 32,920,000
respectively
Overnight repurchase agreements 9,472,000 3,600,000
United States Treasury Notes at amortized cost
(approximate market value of $§63,169,230 and
$64,778,000 at December 31, 1296 and 1994
respectively ' 62,922,000 68,728,000
Accruad interest receivable ~1,129,000 4,408,000
$£74.437.000 $106.725.000
Less Equity of:
Retirement and Pension Fund $ {807,00Q0) $ (2,574,000}
Trust Funds {Rowe, Health Insurance { 89,000) {260,000}
Add:
Local Currency at OAS National Offices 430,000 663,000
Petiy Cash and Cash in Transit 25,000 — 148,000
Equity in Exhibits | and 1li £$73,996.000 $104,703.000

At its Twenty Second Extraordinary Session in January 1996, and within the
context of transition to CIDI, the General Assembly adopted resolution AG/RES.1 (XXII-
E/96) which authorized the re-appropriation of $14 million of unobligated appropriations
in chapter 4 and 5 in the Regular Fund, and Voluntary Funds. The General Assembly
authorized the Secretary General to incur obligations against these appropriations until
March 31, 1996 and expenditures until June 30, 1996. The Permanent Council later

Maturities of US Treasury Notes at December 31, 1996.

Amortizeed Cost Approx. Market
Value
Current (1 year or less) $15,021,000 $15,067,000
1- 8 years 35,150,000 35,612,000
& - 8 years 12,751,000 12,580,000

£62.922000  £63.163.000
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extended the authorization to obligate to May 31, 1996 and to spend until June 30,
1998. Subsequent to this Permanent Council decision, CEPCIDI (Executive Secretariat
of the Inter-American Council for integral Development) authorized the obligation of the
expired appropriations of AG/RES.1 until June 1997 with the requirement that these
obligations be expended by December 1987.

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 resuiting expenditures in a form deemed
adequate by the administrators of the funds and by the Department of Financial
Services. Advances of this nature are recorded as expenditures in the period in which
funds are advanced. Advances for which a subsequent accounting was required at
December 31, 1996 and 1994, were as follows:

1996 1994
Reguiar Fund $134,000 $135,000
Special Development Assistance Fund 58,000
Special Multilateral Fund of the Inter- American
Counci! for Education, Science & Culture 97,000
Special Account for Culture 5,000
Mar del Plata Account 8,500
Temporary Special Multilateral Fund 343,000 —
$477.000 £303,500
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Contributi Specific Fund

Contributions to Specific Funds during the year ended December 31, 1996 as
reflected in Exhibit 3 of the accompanying financial statements were as follows:

CONTRIBUTOR
Members:

Argentina
Belize

Bolivia

Brazil

Canada

Chile
Colombia
Costa Rica
Pominican Republic
£l Salvador
Guatemala
Honduras
Mexico
Panama
Paraguay

St. Lucia
Suriname
Trinidad & Tobago
United States
Uruguay
Venezuela

Observers:

Europezan E.C.
Germany

Japan
Netherlands
Spain

Sweden
Switzeriand
United Kingdom

Non Member States:

Denmark
Norway
I-A Development Bank

C.A. Bank for Econ. Int.

United Nations
World Bank
Others

BEGUIL AR FUND

105,374
699
48,778

351,811

113,084

319,753
31,500
14,388

1,052,162
761
4,068,963

1,728

158,795

590,000
98,450
40,540

2,027,907

199,983

100,000

400,000
308,823
93,269
6,448

411,998
10,594,849

H-29

$ 459,180

2,677,116

2

100,000

97,635
197,243
676,626
535,814

756,160
142,183

253,978
313,893

119,019
40,000
322,580
114,000
234,482

$ 1365919

564,654
689
49,778
2,677,116
361,811
311,881
35,019
21,341
280
106,014
210,719
197,243
676,626
885,567
31,500
14,388
1,062,162
761
4,825,123
142,183
1,728

412,773
313,893
590,000
98,450
40,540
2,027,907
199,983
100,000

400,000
308,823
212,288
40,000
329,028
114,000

_ 646,480

17,960,768



10.

11.

12.

13.

Tax Reimbursements

Tax reimbursements represent amounis assessed or to be assessed to ceriain
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.
Principal amount at
December 31, 1986 $9,182,512
Repayment terms 25 years, due in monthly installments
through September 2004,
Annual interast rate 9.375%
interest expense during
1996 $900,631
Amortization of principal
during 19986 $772,159
Principal balance,
December 31, 1995 $9,954,671
Principal payments due for the next five years are as follows: 1997,
$847,741; 1998, $930,723; 1999, $1,021,827; 2000, $1,121,849; 2001,
$1,231,661.
Leases

The General Secretariat leases certain facilities and equipment. Rental expense
for such leases was approximately $663,000 and $995,000 for the years ended
December 31, 1996 and 1994, respectively. Aggregate rentals subsequent to
December 31, 1996 are not significant.

Batirement 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 $7,482,000 in
1996 and 46,387,000 in 1994,
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14.

15.

As of December 31, 1996 accumulated plan benefits and plan net assets were as
foliows:

Actuarial present value of accumulated plan benefits:

Vested $205,891,000
Nonvested 17,879,000
Total at December 31, 1996 $223,870,000
Net plan assets available for benefits . $334,324,735
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
General 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, $291,000 in 1996 and $270,000 in 1994, is budgeted and recognized in the
year paid. The approximate present value of estimated future payments of $4.1 million,
and $3.2 million at December 31, 1996 and December 31, 1994 respectively, is
reflected in the statement of Assets, Liabilities and Fund Balance of the Regular Fund.

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 1996 and 1994, those costs were $1,135,000 and
$1,162,000, respectively.

Foreign. Currenci

Certain income and expense transactions during 1996 and 1994 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 ($430,000 and $663,000
as of December 31, 1996 and 1994, respectively) have been transiated 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.

1-31



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 1283.

As of December 31, 1993, the Regular Fund owed the Special Multilateral Funds
a principal amount totaling $7,000,000, in addition to accrued interest payable on these
borrowings of $2,875,809. In November 1994, the resources available in the Regular
Fund permitted repayment of the outstanding balance of the interfund loans.
Repayments of $2,733,000 to SDAF, $2,459,000 to FEMCIECC, $206,000 to CEC, and
$1,602,000 to CMP were made to cancel the outstanding principal balance.

The General Assembly at its twenty-fourth regular session, through AG/RES.
1277/94 (XXIV-0/94) decided that, in lieu of paying the interest accrued on interfund
borrowings in 1982 and 1983, the Regular Fund would utilize those resources as partial
financing of its 1995 budget.

The amount which was previously reflected as deferred interest income in the
Regular Fund at December 31, 1994, was recognized as income in 1995.

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 1883. The Judgment gave the
General Secretariat the option to pay the value of the indemnity in leave 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 intc annual
leave with an estimated value of $6.5 million. The leave is fo be utilized or forfeited,
if not used, within an estabiished schedule. The estimated value of the annual leave
associated with Judgement No. 124 at December 31, 1996, is approximateiy $5 million.
A number of staff members have filed hearing requests objecting to the schedule and
the mandatory use provisions of the plan.

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.
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18.

19.

Fonti .

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
approximately $400,000 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.

Subsequent Events

On March 5, 1997, the Permanent Council of the Organization adopted
CP/Res.698 (1106/97) which approved the Plan of Modernization of the Informations
Systems of the Organization and authorized the reprograming of $2.1 million of
supplementary appropriations to commence implementation. This plan calls for the
modernization of all automated systems of the Organization in a period of three years
including hardware, software upgrade and training for users.
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SECTION 1t
FINANCIAL STATEMENTS
OF THE ROWE MEMORIAL BENEFIT FUND AND
THE LEO S. ROWE PAN AMERICARN FUND
WITH

REPORTS OF INDEPENDENT AUDITORS






ROWE MEMORIAL BENEFIT FUND AND

LEO S. ROWE PAN AMERICAN FUND

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

Ernst & Young 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.

R M ial Renefit Fund

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

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

Leo 5. Rowe Pan American Fund

The Fund is administered by the Committee of the L.eo S. Rowe Pan American
Fund. The Commitiee 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. lts purpose is to provide loans 1o students from member states other than
residents and citizens of the United States and to make loans to OAS staff members for
educational purposes or in emergency situations.

n-3






ROWE MEMORIAL BENEFIT FUND
FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 1996 AND 1895
WITH
REPORT OF INDEPENDENT AUDITORS
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ﬂ ERNST& %/OUNG ll_P & 1225 Connecticut Avenue, N.W. m 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 financial position of the Rowe
Memorial Benefit Fund {the Fund) as of December 31, 1996 and 1995, and the
related statements of activities and cash flows 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 apinion.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of the Rowe Memorial Benefit Fund at
December 31, 1996 and 1995, and the results of its operations and its cash flows
for the years then ended in conformity with generally accepted accounting
principies.

As discussed in Note 3 to the financial statements, in 1996 the Fund changed its
method of accounting for investments,

March 26, 1997

Ernst & Young Ltp is a member of Ernst & Young International, Ltd.
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ORGANIZATION OF AMERICAN STATES

ROWE MEMORIAL BENEFIT FUND
STATEMENTS OF FINANCIAL POSITION

Assets

Equity in OAS Treasury Fund (Note 2)

(LN PR Ly

December 31,

1996

$ 20,681

Investments at market value (Note 3) 226,992
Total unrestricted net assets $ 247 673
STATEMENTS OF ACTIVITIES

Income

Dividends and interest

Capital gains distributions from mutual funds
Realized gains on investments

income from OAS Treasury Fund (Note 2)

Change in unrealized gains on investments (Note 3)

Awards and other benefits (Note 1)
Change in net assets

Unrestricted net asets, begining of year
Unrestricted net assets, end of year

See accompanying notes

-9

1995 _
(Restated)

& 20,080

204,164

$ 224,244

Year ended December 31,

1996

$ 7357
11,963
1,242

" 1,200
2,267

24,029
(600)

23,429
224 244
$ 247 673

1995

{Restated)

$ 6,094
5,642

1,179
20,035
33,750

33,750
190,494
$ 224244



ORGANIZATION OF AMERICAN STATES

ROWE MEMORIAL BENEFIT FUND

STATEMENTS OF CASH FLOWS

Operating activities
Change in net asseis

Adjustments to reconcile change in net assets
to net cash provided by operating activities:

Unrealized gains on investments
Gain on sale of securities

Net cash provided by operating activities

Investing activities

Proceeds from sale of securities

Purchase of securities
Net cash used in investing activities

Net increase in cash and cash equivalents
Equity in OAS Treasury Fund, beginning of year

Equity in OAS Treasury Fund, end of year

See accompanying notes

1-10

Year ended December 31,

1996

$ 23,429

(2,267)

(1,242)

19,920

3,235
(22,554)
(19,319)

801

20,080

$_ 20,681

1995
(Restated)

$ 33,750

(20,035)

13,715

(12,536)

(12,5386)

—E
18,901

$_ 20,080



ORGANIZATION OF AMERICAN STATES

ROWE MEMORIAL BENEFIT FUND
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1996 AND 1995

Oraanizati | Einanci

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

to the Fund as no objective basis is available to measure the value of such contributions.

Equity in OAS. T Eund

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

Investmenis

In 1996, the Fund adopted Financial Accounting Standard No. 124 (FAS 124),
"Accounting for Certain investments Held by Not-For-Profit Organizations". FAS 124
requires the Fund to report investments in equity securities with readily determinable
market values and all investments in debt securities at market value with gains and
losses included in the statement of activity. The Fund revised its previously reported
prior year balances to reflect the requirements of FAS 124. There was no change in
unrestricted net assets at January 1, 1995 as a result of the adoption.

Investments are presented in the financial statements at market value as
determined by the latest available published or brokers' prices.
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{in Thousands)
December 31, 1996

Mutual funds invested in
Equity and Fixed income
securities

{In Thousands)
December 31, 1995

Mutual funds invested in
Equity and Fixed income
securities

Gross
Unrealized
—{3aing

23

Gross
Unrealized
_(3aing

20

M-12

Gross
Unrealized
_losses

(1)

Gross
Unrealized
_lnsses

Net Approximate
Unrealized Market
_Gaing _Malue

22 § 227
Net Approximate
Unrealized Market
_G.ajﬂs_‘ —_yalLl-e_
20 $ 204




LEOQ $. ROWE PAN AMERICAN FUND
FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 1996 AND 1985
WITH
REPORT OF INDEPENDENT AUDITORS
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agﬂ gRN§T& %/GUNG LE.P & 1225 Connecticut Avenue, N.W. & Phone: 202 327 6000

Washington, D.C. 20036

Report of Independent Auditors

Board of External Auditors
Organization of American States

We have audited the accompanying statements of financial position of the Leo S.
Rowe Pan American Fund (the Fund} as of December 31, 1996 and 1995, and the
related statements of activities and cash flows 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, 1996 and 1995, and the results of its operations and its cash flows
for the years then ended in conformity with generally accepted accounting
principles.

As discussed in Note 6 to the financial statements, in 1996 the Fund changed its
method of accounting for investments.

March 26, 1997

Ernst & Young tLe s a member of Ernst & Young International, Lid.
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ORGANIZATION OF AMERICAN STATES

LEO §. ROWE PAN AMERICAN FUND
STATEMENTS OF FINANCIAL POSITION

ASSETS

Eauity in OAS Treasury Fund (Note 3)
investments at market vaiue (Note 6)
Mutual funds invested in equity investments
Mutual funds invested in fixed income securities

Loans receivable (Note 4)
Students
Installments not yet due
Instaliments past due
Allowance for uncoliectible loans

Employees of the Organization of American States

LIABILITIES AND NET ASSETS

Miscellaneous payables

Unrestricted Net Assels
Committee designated (Note 1)
Available for loans

Total Net Assets
Total Liabilities and Net Assets

See accompanying notes

H-17

December 31,

1996

$

13,211

1,856,831
4,778,008

8,734,929

1,998,907
439,256
(292,458)

1995

(Restated)

$

316,852

1,872,946
4,401,629

2,145,705
637,797

6,274,575

1,758,564
334,673
(197,774)

2,783,602

1,895,463
554,634

9,531,642

2,450,097

9,041,524

202,526

1,000,000
8,329,116

9,329,116

68,074

1,000,000
7,973,450

$ 9,631,642

8,973 450

$ 9,041,524




ORGANIZATION OF AMERICAN STATES

LEOQ 8. ROWE PAN AMERICAN FUND
STATEMENTS OF ACTIVITIES

“Year ended December 31,

1996 1985
(Restaied)
income
Dividend and interest income $ 289,759 $ 298,078
Capital gains distributions from mutual funds 306,945 236,763
Realized gains on investments 66,576 46,204
Miscellaneous income 7 50,881 46,360
Unrealized gains (losses) on investments (Note 6) (201,736) 325,667
512,425 953,072
Expenses
Increase in allowance for uncollectible i
loans (Note 4) 94,684 68,430
Investment management and ’
custodian fees 15,000 15,000
Administrative expenses (Note 5) 20,000 20,000
Other expenses 27,075 28,060
166,759 131,490
Change in net assets 355,666 821,582
Net assets, beginning of year 8,973,450 8,151,868
Net assets, end of year $ 9,329,116 $ 8,973,450 |

See accompanying notes

H-18




ORGANIZATION OF AMERICAN STATES

LEO S. ROWE PAN AMERICAN FUND
STATEMENTS OF CASH FLOWS

Operating Activities
Change in net assets

Adjustments to reconcile change in net assets
to net cash provided by operating activities:

Unrealized gains on investments

(Gain on sale of investments

Changes in operating assets and liabilities:
Increase in provision for uncollectible loans
Increase in loans to students

increase in loans to employees
increase (decrease) in miscellaneous payables

Net cash provided by operating activities
investing activities

Proceeds from sale of investments
Purchase of invesiments

Net cash used in investing activities

Net increase in cash and cash equivalents

Equity in OAS Treasury Fund, beginning of year
Equity in OAS Treasury Fund, end of year

See accompanying notes
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Year ended December 31,

1996 1995
(Restated)

$ 355666 $ 821,582
201,736 (325,667)
(66,576) (46,204)
94,684 68,430
(344,926) (338,603)
(83,163) (47,627)
134,452 (9,183)
291,873 122,728
215,500 500,000
(811,014) (533,967)
(595,514) (33,987)

© (303,641) 88,761
316,852 228,091
$ 13,211 $ 316,852




QRGANIZATION OF AMERICAN STATES

LEC S. ROWE PAN AMERICAN FUND
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1296 AND 1985

Oraanizati | Binanci

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
(PAL) 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. The Committee designated
net assets of $1,000,000 as being comprised of investments not considered to be
available for the purpose of granting loans.

Lisa of Estimates
The preparation of financial statements requires management to make estimates

and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual resulis could differ from those estimates.

All U.S. dollars available for use in carrying out the activities of the various funds
of the OAS are consolidated in the Treasury Fund. Each fund administered by the
General Secretariat maintains an equity to the extent of its cash balance retained
therein. The Treasury Fund is administered by the General Secretariat and amounts not
immediately reguired 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
1o 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.
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The activity in the allowance for uncollectible loans was as follows:

1996 1995
Balance, beginning of year $ 197,774 $ 129,344
Provision for uncoliectible locans 94 684 — 68,430
Balance, end of year $292.458 $197.774

In the opinion of the Committee, the allowance of $292,458 at December 31,
1996 is sufficient to provide for losses that may be incurred upon the ultimate
realization of these loans,

During 1996 and 1995 the Fund disbursed new student loans aggregating
approximately $680,000 and $625,000, respectively. The Fund received loan
repayments of approximately $333,000 and $286,000 in 1996 and 1995, respectively.

New loans to employees for educational purposes or in emergency situations
aggregated $184,000 and $173,000 in 1996 and 1995 respectively. The Fund received
loan repayments of approximately $144,000 and $125,000 in 1996 and 1995
respectively. The interest rate on new employee loans granted in 1996 varied from
7.5% to 8%. Interest rates on outstanding loans granted in 1995 varied from 6.5% to
8%.

Administrative E

The Committee authorized payments of $20,000 in both 1996 and 1985 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 $28,000 in other expenses related to the services of a contract employee
in both 1986 and 1995. No additional amounts are recorded in the accompanying
financial statements relating to the use of services and facilities provided to the Fund
by the General Secretariat as no objective basis is currently available to measure the
value of such contribution,

Investments

in 1996, the Fund adopted Financial Accounting Standard No. 124 (FAS 124),
"Accounting for Certain Investments Held by Not-For-Profit Organizations™. FAS 124
requires the Fund to report investments in equity securities with readily determinable
market values and all investments in debt securities at market value with gains and
losses included in the statement of activity. The Fund revised its previously reported
prior year balances to reflect the requirements of FAS 124. There was no change in
unrestricted net assets at January 1, 1995 as a result of the adoption.
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investments are presented in the financial statements at market value as
determined by the latest available published or brokers’ prices.

{in Thousands}
December 31, 1886

Mutual funds invested in
Fixed income securitics

Mutual funds invested in
Equity invesiments

{in Thousands}
December 31, 19295

Mutual funds invested in
Fixed income securities

Mutual funds invested in
Equity investments

Cost

$4,768

1.843

$6.611

Cost

$4,275

1,674

$6.949

Gross
Unrealized
__Gains__

51

2

Gross
Unrealized
_Gaing

135

n-22

Gross
Unrealized
_logses

{41)

Gross
Unrealized
_lLosses

(8}

Net
Unrealized
_Gains .

10

2

Net
Unrealized
—Gaing

127

Approximate
Market
__Vajue

$4,778

1,257

$6.735

Approximate
Market
_Valuye

$4,402

$6.275
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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 financial position of the Inter-
American Defense Board {the Board) as of December 31, 1996 and 1995, and the
related statements of activities and cash flows for the years then ended. These
financial statements are 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 principies 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 financiat position of the Inter-American Defense Board at
December 31, 1986 and 1995, and the resuits of its operations and its cash flows
for the year then ended in conformity with generally accepted accounting principles.

March 7, 1997

Ernst & Young Lik is a member of Ernst & Young International, Ltd.
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ORGANIZATION OF AMERICAN STATES

. INTER-AMERICAN DEFENSE BOARD
STATEMENTS OF FINANCIAL POSITION

ASSET.

Current assets:
Cash and cash equivalents

Prepaid expenses and other assets

Total current assets
Property and equipment, at cost:

Furniture and equipment

Less accumulated depreciation

Total assets

LIABILITIES AND NET ASSETS

Current liabilities:
Accounts payable

Accrued leave (Nofe 2)
Total current liabilities

Unrestricted net assets
Total liabilities and net asseis

December 31,

1986 1995
$ 180,071 $ 137,138
74,619 102,082
254 690 239,220
708,759 625,182
543,170 508,728
163,589 116,454
418,279 355,674
13,867 6,376
192,379 195,118
206,246 201,494
212,033 154,180
$ 418,279 $ 355674

See accompanying notes
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ORGANIZATION OF AMERICAN STATES

INTER-AMERICAN DEFENSE BOARD
STATEMENTS OF ACTIVITIES

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

Contracts
Total expenses

Change in net assets

Unrestricted net assets, beginning of year

Unrestricted net assets, end of year

See accompanying notes

V-6

Year ended December 31,

1996

$ 2.151,200

29,371

2,180,571

1,527,508
81,657
173,918
124,438
60,604
34,442
30,421

89,730

2,122,718

07,853

154,180

3 212,033

1995

$ 2,392,100

32,248
2,424,348

1,693,338
77,287
118,538
103,075
43,770
41,050
28,0589

96,262
2,201,379

222,969

(68,789)
$ 154,180




ORGANIZATION OF AMERICAN STATES

INTER-AMERICAN DEFENSE BOARD
STATEMENTS OF CASH FLOWS

Year ended December 31,

__18%6
Operating activities
Change in net assets $ 57,853
Adjustments to reconcile change in net assets to net

cash provided by {(used in } operating activities:

Depreciation 34,442

Changes in operating assets and liabilities:

Decrease (increase) in prepaid expenses and other assets 27,463

increase (decrease) in accounts payable 7,491

Decrease (increase) in accrued leave (2,739)
Net cash provided by operating activities m
investing activities .

Purchase of property and equipment (81,577)
Net cash used in investing activities (81,577)
Financing activities

Repayments of funding received in advance -
Net cash used in financing activities o
Net increase (decrease) in cash and cash equivalents 42 933
Cash and cash equivalents at beginning of year 137,138
Cash and cash equivalents at end of year $ 180,071

See accompanying notes
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1995

$ 2229869

41,050

(12,933)
(86,857)

9,393
173,622

(63,457)
{(63,457)

(162,500)
(162,500)
(42,335)
179,473

$ 137,138



ORGANIZATION OF AMERICAN STATES

INTER-AMERICAN DEFENSE BOARD
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1996 AND 1995

Oraanizati

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. Its mission is to maintain the
collective self-defense of the Western Hemisphere with peace and security as primary
objectives.

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

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

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 assets. The useful life of furniture and printing
equipment is estimated at ten years, and the estimated life of other equipment is five
years.

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

Employee benefits - The Board provides certain benefits to its employees, which accrue
to them during periods of employment and are payable upon separation. All employees
are entitled to accrued vacation; certain other employees receive terminal pay, merit
awards and special leave. The payments made during 1996 and1995 for these benefits
amounted to approximately $4,200 and $5,500 respectively.

Income _taxes - The Board is a public international organization, and as such is exempt
from paying income tax.
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Use of Estimates - The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from those estimates.

Pension Plan

Substantially all of the employees of the Board participate in a defined
contributory benefit multi-employer pension plan administered by the Retirement and
Pension Committee of the Qrganization of American States (OAS). Contributions to the
Plan by the Board and employees are based on fixed percentages of annual pensionable
salaries. Pension expense approximated $213,000 in both 1998 and 1995.

Qi o R A A

Eunding

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 organizations
maintain separate management structures,

Funding received from the OAS in the form of direct cash contributions
decreased from $2,392,100 in 1995 to $2,151,200 in 1996. The OAS has currently
appropriated $2,500,000 for 1997. The Board relies upon the QAS for funding
substantially all of its operating activities and is dependent upon the continued financial
support of the OAS.

The headquarters of the Board is housed in a building owned by the General

Secretariat of the OAS; therefore, expenditures incurred for building renovation and
improvements are not capitalized by the Board.

Program Expenses

The Board incurred approximately $1,086,000 and $1,047,000 in 1996 and
1995, respectively, related to the Inter-American Defense College. All other expenses
incurred were classified as General and Administrative Expenses.
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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 Fund for the International Commission of Support and Verification 1!
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, 1996 and the related
statement of activity and changes in fund balance for the year 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
audit.

We conducted our audit in accordance with generally accepted auditing standards.
Those standards require that we plan and perform the audit fo 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 evatuating the overall financial statement presentation. We belisve that our audit
provides a reasonable basis for our opinion.

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

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Fund at December 31, 1998, and its activity
and its changes in fund balance for the year then ended on the basis of accounting
described in Note 2.

Our audit has been made primarily for the purpose of expressing an opinion on the
basic financial statements mentioned above for the Unit taken as a whole. The
accompanying supplementary information in Schedule 1 is presented for purposes of
additional analysis and is not a required part of the basic financial statements.
Schedule 1 has been subjected to the procedures applied in the audit of the basic
financial statements and in our opinion is fairly stated in all material respects in
refation to the basic financial statements mentioned above taken as a whole.

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

April 11, 1897

Ernst & Young LLp is a member of Ernst & Young International, Ltd.
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ORGANIZATION OF AMERICAN STATES
INTERNATIONAL COMMISSION OF SUPPORT AND VERIFICATION It
STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE

AS OF DECEMBER 31, 1996

ASSETS
Equity in OAS Treasury Fund $ 259,696
Other Assets 15,987
275,683
LIABILITIES AND FUND BALANCE
Unliquidated Obligations ) 237,937
Accounts payable 72,877
Fund (deficit) (35,131)
$ 275683

See accompanying nofes
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ORGANIZATION OF AMERICAN STATES
INTERNATIONAL COMMISSION OF SUPPORT AND VERIFICATION [

STATEMENT OF ACTIVITY AND CHANGES IN FUND BALANCE
FOR THE YEAR ENDED DECEMBER 21, 1996

Increases

Contributions
United States - State Department $ 689,564
European Economic Community 158,795
848,359
Decreases
Obligations and Expenditures
Operational Cosis 380,957
Programming, Following & Verification 1,188,198
Tri-partisan Commission 3,082
Institutional Support 737,142
Final audit - Project closing costs 29,100
European Community - Nueva Segovia 163,288
2,501,767
Fund balance at beginning of period 1,618,277
Fund (deficit) at end of period $ (35,131

See accompanying notes
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ORGANIZATION OF AMERICAN STATES

INTERNATIONAL COMMISSION OF SUPPORT AND VERIFICATION Il
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1996

Oraanizati

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 demabilization and voluntary repatriation or
relocation into Nicaragua and third countries of members of the former Nicaragquan
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 ocutside of
Nicaragua, whereas CIAV/OAS is responsible for activities within Nicaragua.

The Secretary General of the OAS established an QOAS 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 1l {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,

Rasis of 2 .

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 and a financial statement display 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 Fund to vendors to disburse manies for the procurement of goods
or services in future periods. This amount does not represent liabilities to unrelated third
party commitments at December 31, 1996. it represents amounts anticipated to be
expended in the subsequent year in the completion of the project.



Equity in OAS T Eund

All U.S. dollars available for use in carrying out the activities of the various funds
of the OAS are consolidated in the QAS 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 QAS Treasury Fund is added to the equity of each fund in
proportion to its balance.

Eunding

The Government of the United States has contributed to CIAV/OAS a total of
$12,039,564 from the inception to December 31, 1996. In addition CIAV/QAS received
$1,148,299 from the European Community Cormmission.

S £ the C I

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. S

The General Secretariat of the OAS has provided non-reimbursable administrative
support in the form of personnel, communication and office space to CIAV/OAS.
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ORGANIZATION OF AMERICAN STATES

INTERNATIONAL COMMISSION OF SUPPORT AND VERIFICATION II

STATEMENT OF ACTIVITY AND CHANGES IN FUND BALANCE
FROM INCEPTION (JULY 1, 1993) TO DECEMBER 31, 1996

Increases
Contributions
United States - State Department
European Economic Community

Decreases
Obligations and Expenditures

Operational Costs
Programming, Following & Verification
Tri-partisan Commission
Institutional Support
Final audit - Project closing costs
European Community - Nueva Segovia
England - Purified water project
Germany Microprojects

Transfers
Transfer from CIAV | - U.S.
Transfer from CIAV | - Others
Return to donor - Germany

Fund (deficit) at end of period

See accompanying notes
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$ 12,039,564
48,299
13,187,863

0
N

2,791,702
6,198,752
318,438
2,814,508
29,100
1,020,651
1,178
11,586
13,185,926

63,465
(100,495)

(38)
(37,068)

$_ (35,131)






SECTION VI
FINANCIAL STATEMENTS
FUNDS FOR THE UNIT FOR THE PROMOTION OF DEMOCRACY
WITH

REPORT OF INDEPENDENT AUDITORS






é'égi gRNST& g/OUNG l.!.P & 1225 Connecticut Avenue, N.W. & Phone: 202 327 6000

Washington, D.C. 20036

Report of Independent Auditors

Board of External Auditors
Organization of American States

We have audited the accompanying 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, 1998, and the
related combined statement of activity and changes in fund balance for the vyear
then ended. These financial statements are the responsibility of the Unit's
management. Our responsibility is to express an opinion on these financial
statements based on our audit.

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

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

In our opinion, the financial statements referred to above present fairly, in all
material respects, the Unit's assets, liabilities and fund balance at December 31,
19986, and the activity and changes in fund balance for the year then ended on the
basis of accounting described in Note 2.

Our audit has been made primarily for the purpose of expressing an opinion on the
basic financial statements mentioned above for the Unit taken as a whole. The
accompanying supplementary information in Schedule 1 is presented for purposes of
additional analysis and is not a required part of the basic financial statements.
Schedule 1 has been subjected tc the procedures applied in the audit of the basic
financial statements and in our opinion is fairly stated in all material respects in
relation to the basic financial statements mentioned above taken as a whole.

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 11, 1597

Ernst & Young tie is a member of Ernst & Young International, Ltd,
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ORGANIZATION OF AMERICAN STATES

UNIT FOR THE PROMOTION OF DEMOCRACY
ROTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1996

Oroanizati

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

Coordinate with other muitilateral 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 Democracy.

Basis of 2 :

The accompanying financial statements have been prepared in accordance with
the Budgetary and Financial Rules of the OAS (Rules). The Rules provide the basis for
the accounting principies applied in the preparation of the financial statements. The
Rules were adopted 1o meet budgetary and other requirements of the OAS and, as such,
result in accounting principles and a financial statement display 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 gooads
or services in future periods. This amount does not represent liabilities to unrelated third
party commitments at December 31, 1996. It represents amounts anticipated to be
expended in the subsequent year in the completion of these projects.
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Equity.in OAS. T Fund

All U.S. doliars 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
proporiion to its balance.

S f Missi
HAITI

At the Ad Hoc meeting of Ministers of Foreign Affairs held on October 2, 1991,
it was resolved to establish an OAS civilian mission entrusted to facilitate
reestablishment and strengthening of the democratic institutions in Haiti. To this end,
financing from Member States and Permanent Observers totaling $31,083,362 was
received from inception untii December 31, 1996. In addition there were in-kind
contributions by other countries such as an aircraft by Argentina, Canada, Colombia,
Chile and Venezuela.

PERU

On May 18, 1992, the President of Peru made a commitment to the OAS XXH
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 observe the electoral process leading to the elections which took place
on November 22, 1992. Subsequently the OAS participated in the observation of
municipal constituent elections, observation of a Constitutional Referendum and
continued to provide long term technical assistance for electoral systems improvement.
Total contributions to the mission since inception are $5,630,350, out of which the
United States contributed $4,510,143; Japan $1,000,000; E.E.C. $100,207 and
Argentina $20,000.

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 Suriname. Upon completion of the
initial phase, the agreement was extended for another two years. The scope of the
project was expanded to include a number of activities all related to promotion of peace
and strengthening of democracy.
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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 Honduras, Venezuela, Dominican Republic and Panama. Among the largest
contributors was the United States Government who contributed a total of $3,135,877
since the inception of the Unit to December 31, 1996. Certain of these contributions are
restricted as to their use.

MINE CLEARING ASSISTANCE PROGRAM IN CENTRAL AMERICA

"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.
11910{X-0/92].

At its XXII Regular Session, the General Assembly asked the Secretary General

At the meeting of the Commission on Central American Security held in San
Salvador, June 15-16, 1992, the Secretary General was asked to expand the mine
removal program from Nicaragua to include the other Central American nations, Costa
Rica, El Salvador, Guatemala and Honduras. The Secretary General, in turn, sought the
assistance of the Inter-American Defense Board (JADB) 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 personnal.

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

ELECTORAL OBSERVATION AND TECHNICAL ASSISTANCE GUATEMALA

in a letter to the Secretary General of the QOAS dated July 25, 1995, the
Guatemalan Government invited the Organization of American States “to observe the
general election process” in Guatemala. The objectives of the Mission were to observe
the conduct of participants in the electoral process with the aim of verifying its
conformity to prevailing election norms, observing the organization and management of
the electoral process, the degree of freedom of expression, and the electioneering
process. The general elections filled the offices of president and vice-president,
congressional deputies, deputies to the Central American Parliament, mayors, council
members, and alternates from the country’s municipalities. There were two rounds of
elections, on November 12, 1995 and the second on January 7, 1996. From inception
to December 31, 19886, financing in the amount of $668,123 was received from
Mernber States and Observer Countries. '

In late 1294, the Guatemalan Government, through its National Fund for Peace

(FONAPAZ), requested an OAS mission to develop a program designed to strengthen the
capacity of Guatemalans to prevent and peacefully resolve conflicts affecting the
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population. The implementation envisioned two phases, a three-month pilot phase,
followed by a full implementation phase, naming FONAPAZ and the Presidential
Secretariat for Peace, Development, and National Reconciliation (SEPAZ) as the
government counterparts. A letter of understanding was signed in November 1995,
which launched the pilot phase. From inception to December 31, 1996, financing in the
amount of $1,196,272 was received from Member States and Observer Countries.

ELECTORAL OBSERVATION PROCESS IN NICARAGUA

In an effort to address the concerns of its people, the Nicaraguan Government
formally requested that the OAS field an observation mission that could monitor the
entire process leading up to the national elections, scheduled for October 1996,
including registration, the campaign and the preparations for the national elections. The
Government extended this information at the OAS General Assembly Meeting in June
1995 in Montrouis, Haiti. From inception to December 31, 1996, financing in the
amount of $1,936,859 was received from Member States and Observer Countries. in
addition CIAV provided the mission on a temporary basis, the use of its vehicles and
communication equipment to the extent possible without impeding on the work of the
Commission.

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 abservers 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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SUPPLEMENTARY INFORMATION
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