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The Board is responsible for the external audit of the accounts of the General
Secretariat pursuant to the General Assembly Resolution 123 adopted on April 14, 1973, and
Permanent Council Resolution 124 dated June 30, 1975. It began to function in March 1976,
and adopted detailed rules and procedures to carry ouf 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 QAS.

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

The Board of External Auditors is pleased 1o present its annual report on the
external audit of the accounts and financial statements of the ORGANIZATION OF
AMEHRICAN STATES (OAS). This report covers the year ended December 31,
1960, and includes;

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

- Audit of the accounts and financial statements of major OAS
funds. '

- Audit of the accounts and financial statemenis of the Retirement
and Pension Fund.

- Audit of the accounts and financial statements of the Rowe
Memorial Benefit Fund and the Leo 8. Rowe Pan American
Fund.

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

- Audit of the accounts and financial statements of the
International Commission of Support and Verification and the
Observations of the Electoral Process in Nicaragua and Haiti
Funds.

The Board’s annual report is based primarily on the independent audit by



¢

Ernst & Young performed In accordance with generally accepted auditing
standards. The Board reviewed and discussad the audit work and related work
papers with represantatives of the firm. in preparing its repon, the Board has aiso
considerad the reports of the General Secretariat’s Inspector General and

discussions with management officials.

The financial statements included in this report represent the financial activity
for the year ended Decermnber 31, 1990, on a comparative basis with December 31,
1988 -- the first year of the previous biennium. (Ses 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 raquire the rmeasurement of financial position and operating
results in terms of historicel cost without regard to changes in the purchasing

power of monay over time.

Ernst & Young 's opinion on the financial s‘%:ateﬁweﬂts continues 1o be qualified
because of ihe recording of obligations carried forward in 1887 in the special
Multilateral Funds and their subsequent carryover effects. The recognition of the
global obligations was authorized by the General Assembly through resolution
AG/RES.Q05. These obligations depart from the criteria sei forth in the Budgetary
and Financial Ruies of the Crganization as they do not represent firm commitments

as prescribed by such rules.

Based on the opinions rendered by Emst & Young on funds audited, the
Board ceriifies in accordance with Articie 102 of the General Standards tc Govern
the Operations of the General Secretariat that:

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



- Except as described in the preceding paragraph, the transactions
reflected in the financial statements of the funds audited are in accord
with the General Standards 10 govern ihe operations of ths General
Secretariat, the financiai regulations, and other applicable provisions.

- The securities and cash on deposit have been checked by means of
certification from deposiiories of the General Secretariat and the cash
on hend has been checked by actually counting it as deemed
approprigie by the Board in accordence with generally accepied
auditing standards.

We have included as Appendix A of Section | Emst & Young’s cpinion on
compliance with the General Standards to govern the operations of the General
Secratariat, the financial reguiations, and other applicable provisions. in addition,
our report contains & number of recommendations designed to improve OAS
operating precedures and internal controls both at Headquarters and at the Offices
away from Headquarters.

Ariicle 107 of the General Standards, provides:

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

The Board's report for 1989 was referred by the Permanent Council
o its Commitiee on Program and Budget on Decernber 20, 1990.

The Fegular Fund continues to sustain a fund deficit position at
December 21, 1€80. Considerable improvement has been made in the
financial position of the Regular Fund during 1880. The accumulated deficit
has been reduced by $10.0 million to $21.5 million at December 31 1880,



compared to $31.5 million at December 31, 1989. The improved fund
balance reilects the combined sffects of the following factors: (1) the fund
received a $4.2 milion quota collection from its new member, Canada,
which was not budgeted and (2) the fund’s non-quota income was $4.5
million over budget while its obligations were $4.9 million under budget.
However, quota collections from current members were $3.6 million less
than assessed. Regular Fund quota arrearages increased to $66.3 million
at December 31, 1980 from $62.7 million at December 31, 1989.

While the financial position of the Regular Fund has improved
considerably, it is extremely important that the Organization continue to
pursue the collection of all quotas and to ensure that the level of budget
execution coincides with the amounts realistically expected to be currently

collected.

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 {o assist
in evaluating the financial operations of the OAS.

wiey
Chairman

Adrian P. Strachan J é‘iToméségépi za N.
Member Member
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GHAPTER 1

RECOMMENDATIONS RELATING TO THE
GENERAL SECRETARIAT

MAJOR 1SSUES

Financial Position of the General Secratariat

While the Regular Fund continues to sustain a deficit position at December 31,
1990, considerable improvement in the financial position of the Regular Fund occurred
during 1980. The accumulated deficit has been reduced by $10.0 million to $21.5 million
at December 31, 1200, from $31.5 million at December 31, 1989. The improved fund
balance reflects the combined sffects of the following factors: (1) the fund rsceived a
$4.2 million quota collection from its new member, Canada, which was not budgsted, {2)
the fund’'s non-quotia income was $4.5 million over budget, and (3) its obligations were
$4.9 million under buc'get. However, quota collections from current members were $3.6
million less than assessad. Regular Fund quota arrearage increasad to $66.3 million at
December 31, 1980 from $62.7 million at December 31, 1989,

The financial position of the Regular Fund still remains serious since quota
collections are of paramount importance to the fiscal health of the Crganization, we
recommend that management continue its efforts to pursue collections of quotas in order
to prevent a deterioration of the fund balance. Also we recommend that member states
intensify their efforts to make their quota contributions on a timely basis. Lastly, the
Organization should continue to look for ways to reduce expenditures as was done during
1990,

improved quota collsctions and continued budget execution at levels below cash
collections permitted repayment of $7.5 million of the external loan and no additional
internal borrowing was required during 1890. At December 31 , 1890, $8.2 million of
interfund loans remained outstancing.

Accounting for Fixed Assets

As a result of continuing staff shortages in the Department of Material Resources,
transactions for the acquisition and disposal of fixed assets made during 1990 were not
recorded in the fixed asset detell records. As in 1989, the Department of Financial
sServices obtained an estimate of the amount of acquisitions during 19€0 and recorded
this amount in the general lecdiger. This estimate was developed based upon the total of
all expenditures recorded as equipment purchases in the budgetary transactions journal.
While Emnst & Young believes the estimate to be materially correct, improvement is
required in the accounting for fixed assets.



Management must assign the necessary resources {0 ensure that fixed assets
acquisitions and deletions are recorded in the fixed asset accounts on a timely basis.

Additionally, as a means of simplifying accounting for acquisitions, ws recommend
that management consider increasing the capitalizeble limit of fixed asseis from 350 au
required by the Budgetary and Financial Rules to $500.

£rnst & Young noted that while physical inventories were initiated during 1980,
these atternpts were sporadic and incomplete. Consequently, fixed asset records have
not been updated to reflect the results of the physical inventories. The General
Secretariat must complete a physical inveniory and reconcile the resulis to its fixed asset
records.

The General Secretariat has advised the Board that it recognizes the nead io
improve its accounting of fixed assets. Because of the need to devote the available
human resources o other pricrity assignments in 1990, it was not possible o
accomplish the fixed asset work schedule for the year. Furthermore it advised the Board
that in 1991 & renewed effort would be made to bring the accounting for fixed assets up-
to-date.

INTERNAL CONTROL ISSUES

Specific Fund Compliance with Reporting Reauirements

As Ernst & Young has previously reporied, the Organization in certain instances
has not been able to meet required reporting deadlines included in numerous specific
projects funded by various donors, including the U.S. Agency for International
Development. Acknowledging the increased workload of the employees remaining from
the 1989 personnel adjustment, the Board believes that management should make every
effort to ensure compliance with project agresments to avoid the risk of losing project
funding.

The General Secretariat has acdvised the Board that the Depariment of Financial
Services continues 1o lack the necessary staff to complete the required reporting on the
ever increasing number of specific funds on a timely basis, and that it gives priority io
reporting which is required for future funding.

Conflict of Interesi Statements

During our review of a sample of Conflict of Interest Statements, we noted that
although the statements are collected from the employses, no reviews of the Statementis
are performed.



Apparently, an annual notice is sent out to the employees reminding them to
submit their staternent and an effort is made to ensure that all required staterments are
collectad, but the staternents are maintained without a review.

We believe that the staternents are a good means of detecting conilicts of interest
and strongly urge that review procedures be implemented. We recommend that the
Secrstary General establish procedures whereby ali employees’ statements are reviewed
both for completion and substance by supervisors knowledgeable about employess
duties and responsibilities.

Travel Advances

As a result of prior findings with regards to travel advances in past years and the
significant amounts advanced for election observation activities during 1960, Erst &
Young reviewed ouistanding advances at year end. They noted considerabls
improvements in the review and monitoring of travel advances issued by Headquarters.
A standard memo is consistently seni to delinquent employees as a reminder that
expenditure claim forms are due within ten days of return from travel, and that monies
advanced will be deducted from pay shouid the forms not be submitted on a timely
basis. Although the accounting for travel advances appears to be satisfactory, Frnst &
Young noted delays in the submission of expenditure claim forms by employees assigned
to slection observation and CIAV/OAS activities in Nicaragua and the subsequent
processing of thess forms.

We recommend that management extend the reviewing and monitoring policies
currently exercised over advances made by Headquarters to those issued for special
projects.

The General Secretariat has advised the Board that it will take the necessary
steps 1o see that the follow-up on travel advances for staff at CIAV/OAS is done on a
mora timely basis.

Preparation of Budgetary Stalements

Ernst & Young's review of the Statements of Summary of Appropriations, included
as supplemental information to the financial statements, resulted in numerous revisions
to the statemenis. These statements were prepared by individuals with only fimited
involvement in the budget process of the Crganization.

We recommend that managemsnt consider assigning the preparation and review
of these statements to the Department of Program Budget which is responsible for
budgetary data. - '



Reassigning the responsibility in this manner and requiring the timely preparation of the
statements would ensure the statements contain accurate budgetary information preparad
in the most efficient manner.

The General Sacretariat has advised the Board that the suggested change in the
preparation of the budgetary statements will be made in 1991.

AGGCOUNTING POLICIES

Contribution for Administrative and Technical Supnori

We continue o believe that the Urganization should study the current fiftleen
percent rate used to reimburse the Regular Fund for administrative and technical suppocit
costs borne on behalf of Special Mukilateral Fund programs in order to determineg & more
accurate reimbursement percentage. Ernst & Young indicated that fifteen percent may
be too low. Additionally, we bslieve that management should consider the practicality of
charging salaries and related benefits for all individuals whose activities directly support
Special Multilateral Fund activities 1o the programs benefitted, rather than including these
costs in the general administrative reimbursement rate.

Specific Fund Balances

Ernst & Young's review of the Specific Funds of the Organization indicated that
certain Speciiic Funds have had negative fund balances for several years. While some
of these deficits are being funded by other Specific Funds, others arise solely due to a
timing lag between the CAS incurring obligations and the subsequent reimbursernent from
donors.

The General Secretariat should review and evaluate Specific Funds currently having
non-temporary deficit fund balances and define effective steps 10 ensure collsction of
ouistanding amounts. Those balances which are in question as to their coliection should
be absorbed by the Regular Fund or other unrestricted funds.



Significant cutbacks in staff and funds available to support audit activities at OAS
offices away from headquarters has put considerable strain on the Inspector General’s
office. Despite staffing and funding shoriages, six reviews were performed using
Inspector General staff resources and the services of an independent contracior. In
addition, the Jamaican Auditor General performed a follow up review of the Office of the
General Secretariat in Jamaica.

Essentislly the same types of control deficiencies continue to occur at the
Organization’s Offices away from headquariers. The Inspector General has reporied o
the Secretary General findings indicating:

- failure to follow the Organization’s Fieid Financial Manual and other QAS
policies and procedures,

- inadequate separation of duties due to the limited number of personnel in
certain offices,

-~ expendlitures made without appropriate authorization or approval from
headguarters.

This year's follow-up review of the Office of the General Secratariat in Jamaica,
conducted under the Board's auspices, raported similar conditions as noted above in the
Inspector General's reviews. Additionally, the follow up review found that inadequate
project monitoring is still & concern. The Jamaican audit repont also identified a serious
problem concerning poor communications beiween OAS headquarters and the offices
away from headquariers with respect to audit follow-up. The Jamaican Ofiice did not
receive last year's final audit report and, the follow-up audit disclosed that most of the
recommandations had not been implemenied.

We believe that adequate support must be provided to the Inspector General 1o
effectively carry out the General Secratariat’s mandate of timely reviews of the field offices.
The success of the Organization's efforts to enhance National Office away from
Headquarters and project execution controls rests with the level of support affordad the
inspector General's Office. Also, appropriate disciplinary actions for violations of the
Organization’s policies and procedures should be levied against responsible parties.
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BECOMMENDATIONS RELATING TO THE INSPECTOR GENERAL

The Audit Office issued five reports on offices of the General Secretariat away from
headquariers and three other reports in 1980. Additionally, during 1990, an independant
confractor periormed one audit of an office away from headqguarters,

The Board applauds the exira efforl, dedication, and efficiency exerted by the Audit
Office as evidenced by the number of reporls issued with an exiremely limited number of
staff and tight monetary resources. Neverthneless, the Board continues to express its
concern that the reduced staff level may prevent the Office from  providing adeduate
coverage of the Crganization’s activities. We believe that suitable support must be
provided to the Inspector General to allow effective audit coverage of headguarter's
operations and to carry out the Secretary General's mandate of performing timely reviews
of the field offices. Accordingly, we urge the Secretariat to review the staffing and funding
of the Audit Office in order 10 ensure its ability 1o maintain a proper control environment
in the Organization. Furthermore, we encourage and support the hiring of independent
contractors, as was done in 1980, in order to supplement the inspector General's audit
resScurces.

The Board is troubled by poor communications between OAS headquarters and
the Offices away from headquarters with regard to audit recommendations and their
implementation. We, strongly urge the General Secretariat to improve its monitoring of
auclit recommendations in order {0 ensure the necessary audit follow-up.

Audit reporis issued in 1990:

Offices away from neadguarters Audiis:
- Grenada
- St Kitts
- 8i. Lucia
- Solombia
- Chile
- Guatemala

Other Audits:
- Electoral Chservation in Nicaragua
- Special Project Review, Guatermala
- Interamerican Commission of Women.

The General Secretariat has advised the Board that given the stafiing and funding
limitations irnposed by the General Assembly, it will provide whatever staffing, training, and
supervision it can of the offices away from Headquarters necessary io improve the
accouniing controls and procedures.



CHAPTER 4

RECOMMENDATIONS RELATING TO THE INTER-AMERICAN DEFENSE BOARD

Financial Position of the inter-American Befense Board

During recent years the Board has faced the possibility of decreased funding from
the Organization, the primary contributor of the Board. As previously noted, the current
financial situation of the Organization has improved during 1990, and as a result, the
Board received from OAS an additional $503,000 in general purpose funding over the
1989 level. The appropriated 1891 funding is expected to remain at the 1990 level. We
recommend that the Eoard continue to explore alternative sources of financing. Also, we
believe the Board and the Organization should discuss the future availability of financing
for the Board and execute formal agreements where appropriate.

Fixed assets

Ernst & Young noted that the fixed asset subsidiary ledger was not updated on a
timely basis, due to a iturnover of personnel. To safeguard assets and ensure an
accurate accountability of fixed assets, we recommend that the subsidiary ledger be
updated and reconciled to the general ledger on a monihly basis. To ensure the most
effective control, the custody of assets should be separate from the accounting for them.
We, thereiore, suggest the segregation of the responsibilities for custody from that of
recordkeeping for the assets.
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APPENDIY A
independent Auditors’ Report on Compliance

Board of BExternal 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 vear ended Decermber 31, 1880, listad in the
accompanying table of contents, and have issued our reports (the Audit Reports) thereon
dated May 7 , 1991

We conducted our audits in accordance with generally accepted auditing standards and
the external auditing requirements prescribed in Chapter Vil of the General Standards of
the Organization of American States. Those standards require that we plan and perform
the audits 1o obtain reasonable assurance about whether the financial staternents are free
of material misstatement.

Compliance with the rules and regulations of the Organization (rules and regulations) is
ihe responsibility of the Organization’s management. As part of obtaining reasonable
assurance about whether the financial siatements are free of material misstaternent, we
performed tests of the Organization’s compliance with certain provisions of the rulss and
regulations. However, our objective was not io provide an opinion on overall compliance
with such provisions.

We also tested certain expenditures of senior executives concerning execuiive
compensation, travel, official entertainment, contracting and consulting services, speaking
nonoraria and gifts, and executive perguisites 1o determine compliance with the
Organization’s Staff Rules and Chapiers ill and Vill of the General Standards.

The rasulls of our tests indicate that, with respect 1o the items tested, the Organization
complied, in all material respects, with the provisions referred to in the preceding
paragraph. With respect 10 items not tested, nothing come to our attention that caused
us to believe that the Organization had not complied, in all material respects, with those
provisions. We noted ceriain immaterial instances of noncompliance with the rules and
regulations in the following areas: fixad assets, investment activity, outstanding

-9






g ErnsT & YOUNG

obligations, use of allotments, and employee benefits. Our comments on these matters
have been reporied to the Board of External Auditors in separate correspondence datad
May 7, 1991.

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

May 7, 1991
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AESPONSIBILITY FOR FINANCIAL STATEMENTS

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

The accounting practices uiilized 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 diffarences 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 Secretary General.

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 Exiernal Auditors has engaged the services
of the independent accounting firm of Ernst & Young to audit the financial statements.
Their opinion on the financial statements is based on auditing procedures which include
a review of internal control structure and selected tests of transactions and records.
These auditing procedurss are iniended 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.

-2
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Raport of Independent Auditors

Board of Bxternal Auditors
Qrganization of American States

We have audited the combining financial statements of the following funds of the
Organization of American States (ihe Organization) as of December 31, 1990 and 1083
and for the year then ended, listad in ths accompanying table of contents on page it - 8@
herein.  These financial staternents are the responsibility of the Organization’s
management. Our responsibility is to express an opinion on these financisl statermnents
based on our audiis. :

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

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

As described in Note 7, at December 31, 1887, the Organization recorded certain
obligations carried forward in the Special Multilateral Funds in accordance with the
authorization of the General Assembiy. In our opinion, these obligations depart from the
criteria set forth in the Budgetary and Financial Rules of the Organization in ihat they did
not represent firm commitments as prescribed by such rules. In addition, the Regular
Fund recognized its administrative and technical support coniribution from the Special
Mulkilateral Funds during 1987 on the basis of these obligations carried forward.






ERNST & YOUNG

in our opinion, such charges o the Special Multileteral Funds during 1887 and
corresponding Regular Fund ingome, should not have been recognized because the
obligations on which such amounts were detarmined did not constitute valid obligations
undar the terms of the Budgetary and Financlel Fulss. As a resuli of thess denariures
from the Budgelary and Financial Rules of the Organization during 1987, the Decermber

1, 1988 financial statements reflect misstatements causing 1988 deobiigations o be
overstated by $3.3 million; 1885 obligations t1© be undersiated by $4.5 milion; and,
charges o the Special Mullilsieral Funds for sdminisirative and technical support end
corresponding Hegular Fund income 1o be understated by $0.7 million.

The Regular Fund had & fund deficit of $21.5 million at December 31, 1990, compared (o
deficits of $31.5 million and $12.5 milion & December 31, 1988 and 1983 respectively.
The Organization relies on quota ccllections to finance virtually all of the operations of the
Regular Fund and delays in quota paymen:s by the member siates continued ¢ be a
primary cause of the deficit. Reguler Fund quotas unpaid by active member increased
from $40.€ million at December 31, 1983, to $86.3 million at December 31, 1880, Any
further shortfall in guota collections during 1891 will need to be offset by an equivalent
reduction in budgetary exscution or by obtaining sn alternative means of financing in
order 0 avoid exacerbating the Crganization’s financial condition.

In our opinion, except for the effecis on the financial siatements for the year erded
December 31, 1988, caused by the recording of certain obligations carried forwerd ss
discussed above, the financial statements listed in the accompanying table of contents
present fairly, in all material respects, the individual and combined funds’ assets, laliities
and fund balances for the funds of the Organization of American States referred to above
at December 31, 1980 and 1988, and the changes in fund balances for the vears then
gnded 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 financiai statements listed on 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 supplemnentary information in Schedules 1 through 20 is
presented for purposes of additional analysis and is not a required part of the basic
financial statements. Such supplementary information has been subjected 1o the
procedures applied in the audits of the basic financial statements and, in our opinion,
except as stated in the third preceding paragraph, is fairly stated in all material respecis
in relation to the basic financial statements mentionad above taken as a whols.
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We have previously audited and expressed a qualifisd opinion for the effacts of recording
certain obligations carried forward, as discussed in the fourth preceding paragraph, on
the financial statements of the above funds of the Organization of the American States for
ihe year ended December 31, 1988, summarized comparative information from which is
presented herein.

As discussed in note 13, in 1980 the Organization changed its method ef recognizing
retired executive and ex-gratia pensions with which we concur.

May 7, 1991
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ORGANIZATION OF AMERICAN STATES
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1980 AND 1988
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CROANIZATION OF AMERICAN STATES
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1990 AND 1988

Organization and Financial Statements

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 availabie to the OAS, the accounts of
the OAS are maintained in accordance with fund accounting principles. Separate
accounts are mairtained for each fund. In the accompanying financial statements,
the funds administered by the General Secretariat are grouped in the following
categories, according to their source of financing and purpose:

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

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

Specific funds and funds from special contributions (Specific _Funds),
financed by grants or bequests to finance activities specified by the donor or
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 Secreatariat.

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

General and Operating Subfunds

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

Reaular Fund

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

General Assembly

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

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

inter-American Committee on Peaceful Settlement
inter-American Juridical Committee

Inter-American Children’s Insiitute

Inter-American Statistical Institute

Inter-American Court on Human Righis
Inter-American Commission for Drug Abuse Control
inter-American Quincenteénnial Fund

Special Development Assistance Fund

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

Soecial Muliilateral Fund of the Inter-American Council
for Education, Science and Culiure

The Special Multilateral Fund of the Inter-American Councit 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 culiural cooperation and exchange among the member
states. FEMCIECC is under the supervision of the Inter-American Council for
Education, Science and Culture.

-17



D. Special Account for Culture

The Special Account for Culture (CEC) was established in 1971 1o
promote the identification, restoration and preservation of the many
manifestations of cultural heritage of Latin America and the Caribbean. CEC
is under the supervision of the Inter-American Council for Education,
Science and Culture.

E. Mar del Plata Account

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

The assets and liabilities at December 31, 1990 and 1988, and the related
income and expenses for the year 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 OAS:

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 *

OAS Medical Benefits Trust Fund *

OAS Retirement and Pension Fund *

Pan American Development Foundation *

Pan American Health Organization

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

2. Working Capital and Reserve Subfunds

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

* Recipients of contributions or administrative services from the Regular Fund.
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Regular Fund - Working Capital Subfund is a contingency reserve to provide

for the continuous functioning of the regular activities of the Genersal
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 1o 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.

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.

As of December 31, 1980, $700,740 was transferred from the Operating
Subfund to the Reserve Subfund. The remaining balance of $2,462,500 in
the Reserve Subfund equals the maximum statutory reserve of 25 percent
of the Annual Program Budget. '

FEMCIECC.CEC, CMP - Reserve Subfund Pursuant to the Uniform Statutes
of FEMCIECC and its accounts CEC and CMP, approved by the General
Assembly in November of 1988, AG/RES. 919 (XVIII-0/88), the Reserve
Subfunds are a contingency reserve 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.

As of December 31, 1990, the following amounts were transferred from the
Reserve Subfunds to the Operating Subfunds to cover the unobligated
appropriations of their respective Subfunds: $588,073 for FEMCIECC,
$55,005 for CEC, and $192,717 for CMP.

Specific Funds (Exhibit 3)

These funds include grants and contributions from member states 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
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Assembly or the General Secretariat.

Biennium Financial Reporting

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

To the extent that the appropriations allocated to the first year are not
obligated at the end of the first year, they are added to the second 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 informaticn for the two-year period. For comparative purposes, interim
statemenis at the midpoint of the biennium are compared to the most recent
previous midpoint; statements at the end of a biennium are compared to the most
recent previous biennium.

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

Accounting Principles

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

A. The General Secretariat deems it impractical to evaluate the coliectibility 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.
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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 commitrents at the end of the
respective periods. They represent amounts anticipated to be expended in
the subsequent year or biennium in the completion of a particular program
or activity.

The OAS provides certain benefits to its employees which accrue to them
during periods of employment and are payable at various times during
employment or upon separation, whether voluntary or involuniary. Costs
for such employee benefits are recorded upon payment rather than as such
benefits accrue. Such expenditures during 1990 amounted to $197,000 for
home travel, $164,000 for repatriation of family and household goods upon
separation, $984,000 for separation indemnity and termination pay and
$789,000 for medical benefits subsequent to separation. Unrecorded
earned annual and special leave approximated $7,332,000 and $10,024,000
at December 31, 1990 and 1988, respectively.

The General Assembly of the OAS adopts a consolidated program-budget
which includes the budgets for the Special Development Assistance Fund,
the Special Multilateral Fund of the Inter-American Council for Education,
Science and Culture, the Special Account for Culture and the Mar de! Plata
Account in addition to the Regular Fund. In the consolidated budget, the
amounts appropriated for substantially all approved (career) personne! costs
are included in the Regular Fund’s budget. In addition, certain other
administrative costs benefiting all funds are included in the budget of the
Regular Fund. In lieu of allocating these costs to various funds on a
services-rendered basis, the General Assembly has provided that the other
funds pay a contribution to the Regular Fund for administrative and
technical support. The amount of the contribution may not bear a direct
relationship to the actual cost of the services provided to those funds during
the period.

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

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

G. The unfulfilled subscription liability of Americas magazine at December 31,
1983 of $468,000 is not reflected in the Statement of Assets, Liabilities and
Fund Balances of the Regular Fund. The accounting practice of including
the unfuliilled subscription liability on the financial statements of the Regular
Fund began during 1988. At December 31, 1980 the unfulfilled
subscriptions fiability was $383,000.

H. 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 Secrstariat. No amounts are recorded
in the accompanying financial statements relating to the use of such facilities
or services inasmuch as the General Secretariat deems it impractical to
measure their value. ’

Land. Buildings and Equipment

The General Secretariat follows the practice of charging to current fiscal
period’s appropriations the amount disbursed in acquiring real property,equipment,
and works of art and subsequently capitalizing such acquisitions in a separate
Fixed Assets Fund. This practice allows the QAS to continue to reflect those
expenditures for fixed assets against the amounts appropriated for such purposes
while, at the same time, presenting them as capitalized assets on the Combining
Statement of Assets, Liabilities and Fund Balances. Such assets acquired by the
Regular Fund with associated long-term debt are capitalized in the amount of the
total cost including the long-term debt. That portion of the Regular Fund's
purchase not financed by long-term debt is included in restricted investment in
land, buildings and equipment.

The associated debt is then amortized against current and future years’
appropriations ($537,000 in 1990 and $462,000 in 1988) to. provide for current
morigage payments and the repayment of the note payable due in 1992. (See
Note 11).

A sinking fund aggregating $516,000 at December 31, 1990 ($253,000 at
December 31, 1988) was established in the Regular Fund for the purpose of
retiring the original $1,200,000 note payable in 1992. On December 31, 1986, the
General Secretariat paid $800,000 of the principal amount and the remaining
balance of $600,000 was paid in February 1991. The related fund balance is
reflected in Exhibit 1 as restricted investments in fixed assets.
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Fixed assets are recorded at cost and depreciated on a straight-line basis
over their estimated useful lives. The composition of general fixed assets at
December 31, was as follows:

December 31

Depreciation Basis 1980 1988
Land (Note 11) - not depreciated $ 5,491,305 $ 5,491,305
Buildings (Note 11) - 50 years 24,374,561 24,374,561
Vehicles - byears 1,051,417 447,618
Furniture
and equipment - 10 years 7,837,200 7,458,445
Technical machinery
and equipment - 10 years 2,484,871 316,190
Works of art - not depreciated 399,142 392,712
41,638,496 38,450,831
Less: accumulated depreciation (14.519.776) (12.287.169)
Book value as of December 31 $27,.118. 720 $26,163,662

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

Effective 1988 the Executive Secretariat for Education, Science and Culture
and the Secretary General approved a change in policy for donation of equipment,
allowing equipment and/or scientific materials to be donated to projects in the
CIECC area at the time of delivery.

Equity in OAS Treasury Fund

All U.S. dollars available for use in carrying out the activities of the various
funds of the OAS are consolidated in the OAS Treasury Fund. The Regular
Fund, the Special Multilateral Funds, and the Specific Funds maintain an equity
to the extent of their cash balances retained therein. The Treasury Fund is
administered by the General Secretariat and amounts not immediately required for
operations are invested. Subject to certain conditions, income earned by the
Treasury Fund is added to the equities of the various funds in proportion 1o their
equity balances.

The composition of the OAS Treasury Fund at the end of the corresponding
periods is as follows:
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December 31

1990 1968
Demand and time deposits, net of
$1,569,000 and $ 551,000 out-
standing drafts as of December
31, 1980 and 1988, respectively $44,935,000 $40,560,000
Accrued interest receivable 431,000 427,000

$45.366,000 $40,987,000
Unliguidated Obligations

Atits Nineteenth Regular Session in November 1989 the General Assembly
adopted resolution AG/RES.1010(XIX-0/89) to authorize CIECC projects likely to
be executed by June 30, 1990 to expend up to that date the funds obligated by
December 31, 1989 and to authorize the use of unobligated appropriation balances
as of December 37, 1989 to complete and reinforce the execution of CIES projects
programmed for the 1820-81 biennium.

At Dscember 31, 1990, the unexpended balances of CIECC 198¢
obligations were eliminated from the account. Ninety percent of the unused
appropriations were added to the 1990-91 appropriations. The remaining ten
percent was credited to the corresponding reserve subfund.

Accountable Advances

In the performance of various activities, the administrators of the various
funds may deem it necessary or appropriate to advance funds for the conduct of
a program or a specific event prior to the actual occurrence of the expenses. in
the opinion of the administrators of the funds such action is necessary to assure
the timely performance of such activities. Recipients of advances are required to
submit an accounting or suitable supporting documentation for the resulting
expenditures in a form deemed adequate by the administrators of the funds and
by the Office of the Treasurer. Advances of this nature are recorded as
expenditures in the period in which funds are advanced. Advances for which a
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subsequent accounting was required at December 31, 1990 and 1988, were as
follows:

December 31

1990 1988
Regular Fund $ 233,000 $ 36,000
Special Development Assistance Fund 74,000 51,000
Special Multilateral Fund of the Inter-American
Council for Education, Science & Culture 258,000 312,000
Special Account for Culture 16,000 11,000
Mar del Plata Account 165,000

$746.000
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Contributions to Specific Funds during the year ended December 31, 1990
as reflected in Exhibit 3 of the accompanying financial statements were as follows:

Contribytor  REGULAR FUND  SDAF FEMCIECC CEC CMP TOTAL
Argentina $120,683 $ 183,356 $ 103,494 $ B7871 § 475404
Brazii 890,701 228,727 319,428
Canada 160,813 262,350 15,649 438,812
Chile 13,0600 170,060 5,001 45,500 233,561
Colombia 1,028 400,000 54,611 455,638
Costa Rica 30,97 30,971
Rep.Dom. 2,118 2,118
Ecuador 24,243 24,243
El Salvador 1,792 236,261 238,053
Mexico 162,068 38,828 141,766 342,652
Paraguay 180,442 138,335 318,777
United States 20,681,790 400,900 30,082,690
Uruguay 113,017 1,700 114,717
Venezuela 115,677 ' 115,677
Germany 204,812 204,812
Eurcpean Econ.

Community 126,550 : 126,550
France 114,545 114,645
Republic of.

Cyprus 2,000 2,000
Others 1,340,889 1,074,195 58,447 30,638 2,504 169

$32,007,242 $3.207.201 $604,072 $116,666 $209,637 $36,144,818
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10.

11.

Tax Reimbursements -

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

Long-term Debt

Long-term debt was incurred solely by the Regular Fund under the followirig
terms and conditions:

A. First Mortgage with Aetna Life Insurance Company (secured by the Genera
Secretariat Building - 1889 F St)

Principal amount at

December 31, 1989: $13,338,570
Repayment terms: 25 years, due in monthly installments
L through September 2004.
Annual interest rate: 9.375%
Interest expense during
1990: $1,231,864
Amortization of principal
during 1990: $440,926
Principal balance,
- December 31, 1990:; $12,897,644

Principal payments due for the next five years are as follows:
1991, $484,086; 1992, $531,470; 1993, $583,493; 1994, $640,600;
1995, $703,315.

B. Note Payable to the Dacor Bacon House Foundation incurred as part
of purchase of land
Original amount: $1,200,000
Repayment terms: 13 years, due January 1992
Annual interest rate: 8.5%
Principal repaid in 1986: $600,000
Interest expense during
1990 $51,000
Principal balance, December 31,
1990 $600,000

The principal balance due as of December 31, 1990 was repaid on February 1,
1991.
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Second Mortgage with American Security Bank (secured by the General
Secretariat Building - 1889 F St.)

Principal amount at
December 31, 1989: $16,400,000

Repayment terms: * Repayment commenced February 10,
1990. Minimum payment of $3,200,000
per annum payable in quarterly
installments which includes all quota
receipts which serve to reduce quota
arrearages.

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

Interest expense during
1990: $1,451,819

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

loan.
Amortization of Principal
during 1290: $7,484 000
Principal Balance at .
December 31, 1990: $8,916,000

The loan agreement with American Security Bank (Bank) and related
documents require, among other things, a) that funds borrowed be used
solely for the purpose of financing the 1989 staff adjustment; b) any quota
payments received from member states which serve to reduce quota
arrearage be applied as repayments of the loan; and c¢) periodic financial
reports be submitted to the Bank.

* As amended effective January 1, 1991; prior repayments terms were; all
callection of quota arrears plus $3,280,000 per annum payable quarterly.
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12.

13.

Leases

The General Secretariat leases certain facilities and equipment. Bental
expense for such leases was approximately $461,181 and $722,000 for the vears
ended December 31, 1880 and 1988, respectively. Aggregate rentals subsscuers
to December 31, 18860 are not significant.

Relirement 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 contribuiions
at fixed percentages of salaries. Pension expense aggregated approximaisly
$4,861,000 in 1990 and $6,778,000 in 1988.

As of December 31, 1990 accumulated plan benefits and plan net assets were as
follows:

Actuarial present value of accumulated plan benefits:

Vested $126,464,000
Nonvested 2.072.000
Total at December 31, 1920 $128,543.000
Net plan assets available for benefits $187,716,437

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

In addition to the retirement plan described above, the General Secreiarias
provides a lifetime annuity to former Secretaries General and Assistant Secretariss
General with survival benefits for their spouses and has extended pension benefits
to certain former stafi members with expired fixed term pensions. The cost of
these annuities, $242,900 in 1990 and $282,600 in 1988, is budgeted and
recognized in the year paid. The present value of estimated future payments of
$2.5 million at December 31, 1988 is not reflected in the financial statements. The
accounting practice of recording the present value of estimated future paymant
began in 1990. Accordingly the approximate present value of estimated future
payments of $3.5 million, at December 31, 1990 is reflected in the statemertt of
Assets, Liabilites and Fund Balance of the Regular Fund.
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14.

15.

16.

Post Employment Health Care and Life Insurance Benefits

In addition to providing pension benefits as described in Note 13 above, ths
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 t0 the General Secretariat for its portion of the health care as well as the life
insurance is recognized when paid. For 1990 and 1988 those costs were $910,000
and $455,000, respectively.

Foreign Currencies

Certain incoma and expense transactions during the years ended December
31, 1990 and 1988 were in currencies other than United States dollars. These
transactions have been ranslated into United States dollar equivalents at rates of
exchange in effect at the time of the transactions. Foreign currency assets
included in the accompanying balance sheets, consisting principally of cash and
time deposits ($420,500 and $245,000 as of December 31, 1990 and 1988,
respectively) have been translated into United States dollars at the then applicable
rates of exchange. Certain of these currencies are restricted as to convertibility
and, therefore, must be utilized in OAS activities.

Interfund Borrowings

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

In addition 1o temporary borrowings the budget approved by the General
Assembly for the Regular Fund for 1987 included authority to borrow $242,800
from the Mar del Plata Account.

As of December 31, 1990 and 1988, the Regular Fund owed the Special
Multilateral Funds a principal amount totalling $8,242,800 and $4,742,800
respectively. There are no repayment terms specified for this balance. In addition,
accrued interest payable of $2,875,808 on 1980 to 1983 borrowings was
outstanding at December 31, 1990 and 1988. This amount was payable in 1885
but because of insufficient resources, the interest has not been paid. The Special
Muitilateral Funds have accrued the corresponding interest receivable. Interest
income on the loans by the Special Multitateral Funds has been deferred, and will
be recognized at such time as the Funds receive the corresponding payment from
the Regular Fund.
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17.

Contingencies

In 1985, the General Secretariat contracted for the renovation of the building
occupled by the Inter-American Defense Board (Board), as well as for the
construction of an annex. Two years into the renovation, the General Secratariat
terminated the contract, citing breach of duties by the builder. The construction
was not completed by the builder, and additional contractors were hired by the
Board {o complete the construction. In 1989, the builder, exercising the arbitration
clause contained in the contract, filed a claim for breach of contract and monetary
damages. In the opinion of management and counsel, the possibility of the builder
prevailing is remote. The General Secretariat has requested the Board to fund the
costs of the arbitration. Such costs incurred in 1990 were $22,400 and estimated
future costs are $75,000.

There are several pending and threatened actions before the Administrative
Tribunal in which it is alleged that the Secretary General has taken administrative
actions which have adversely affecied the interests of the complaining staff
members. In the opinion of management these actions will not result in any
material adverse effect on the financial condition of the General Secretariat.
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SPECIFIC FUNDS - STATEMENTS OF ASSETS,
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SECTION Il
FINANCIAL STATEMENTS
OF THE RETIREMENT AND PENSION FUND
WITH

REPORT OF IN DEPENDENT AUDITORS
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SECTION Il
RETIREMENT ANMD PENSION FUND

The Retirement and Pension Fund of the Organization of American States is
administered by the Retiremant and Pension Committee. At December 31, 1990, the
commitiee was composed of:

Chairman: Ampassador William Douglas, representing
the Permanent Council

Vice Chairman: Mr. Cwen B. Lee, representing the Permanent
Council

Member: ir. Alan 8mith, representing the Secretary
General

Alternate: Mr. Raul Sanguinetti, representing the Secretary
General

Member: Mr. Patricio Chellew, representing the participants

: in the Plan
Alternate: : Mr. Luis Oswaldo Roggi, representing the

participants in the Plan

Secretary-Treasurer: Mr. Luis M. Lizondo
(not @ member of the Commiteg) '

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

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

statements of the Fund at December 31, 1890 and 1888 and for the years then ended.
That firm’s report on the statements is included in this report.
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Eﬂ gRNgf&yQUNG g 1225 Connecticul Avenue, NJW, @ Phone: 202 862 6000

Washington, D,C, 20036

Report of Independent Auditors

Board of External Auditors
Organization of American States

We have audited the accompanying statement of net assets available for participant
benefits of the Retirement and Pension Fund of the Genersl Secretariat of the
Organization of American States (the Fund) as of December 31, 1990 and 1988, and the
related statement of changes in net assets available for participant benefits for the years
then ended. These financial statemenits 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 misstaiement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accouniing
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, information regarding the Fund's net assets available for participant benefits at
December 31, 1990, and the changes therein for the year then ended, and the financial
status of the fund at December 31, 1920 and 1989 and the changes therein for the years
then ended, in conformity with generally accepted accounting principles.

May 2, 1981
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ORGANIZATION OF AMERICAN STATES

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

ASSETS

investments, at market
Short Term Investment
U.S. Govt And Agency Issues
Corporate Bonds
Municipal Bonds
Miscellaneous Bonds
Preferred Stock

Common Stock

Equity in OAS Treasury Fund

Notes receivable from participants
secured by retirement accounts

Receivables, principally accrued
dividends and interest

LIABILITIES

Participant accounts pending liguidation
Provident Plan participants accounts
Miscellaneous payables

NET ASSETS AVAILABLE FOR
PARTICIPANT BENEFITS

December 31,
1990 1989
$ 21,407,194 $§ 37,316,434
61,610,512 47,221,495
22,227,007 21,126,552
948,249 1,026,266
1,919,702

6,760 20,655
80,364,676 85,771,157
188,484,100 192,452,558
1,175,436 2,261,014
525
1,175,436 2,261,357
1,708,102 1,658,417
$191,367,638  § 196,402,343
1,085,274 2,899,242
2,435,589 2,786,175
130,338 384,185
3,651,201 6,169,602

$ 187,716,437

$ 190,232,741

See accompanying notes
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ORGANIZATION CF AMERICAN STATES

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

1990 1989
Investment income
Net unrealized appreciation (depreciation)
in value of investmenis $ (10,581,147) $ 4,752,369
Net realized gains on sale of investments 779,722 16,929,241
interest 9,574,095 9,318,274
Dividends 2,656,984 2,532,122
2,429,655 33,532,066
Less investment expenses 293,857 301,468
, 2,135,798 33,230,598
Contributions
Institutions 6,155,521 6,626,656
Participants 3,075,774 3,413,533
9,231,205 10,240,189
Increase 11,367,093 43,470,787
Payments to pensioners 1,690,994 1,548,622
Liquidations paid to participants (or their benificiaries) 11,692,838 62,261,118
Interest credited to Provident Plan accounts 144,948 362,444
13,628,781 64,172,184
Administrative expenses 354,616 341,069
Decrease 13,883,397 64,513,253
Net increase (decrease) (2,516,304) (21,042,466)
Net assets available for participant benefits:
Beginning of year 190,232,741 211,275,207

Years ended December 31,

End of year $ 187,716,437

$ 190,232,741

See acompanying notes

-6



ORGANIZATION OF AMERICAN STATES

RETIREMENT AND PENSION FUND
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1990 AND 1989

Description of plans

The activity of the Organization of American States Retirement and Pension
Fund includes both the Retirement and Pension Plan (Plan) and the Provident Plan.
The fallowing brief description of the Plan and the Provident Plan is provided for
general information purposes only.

Reference should be made to the Plan documents for complete information.

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

The Provident Plan is also & contributory plan established for the benefit of certain
contracted employees. Contributions by the employer and the participant are
made in equal amounts, (5%), and the balances in the accounts are fully vested
in the name of the participants.

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

The vesting provisions provide that participants with less than four years of
participation receive, in addition fo 100% of their personal credits, 35% of the
institutional credit. Participants with four years of participation receive 40% of the
institutional credit. Participants receive an additional 20% of the institutional credit
for each additional year in excess of four. They are fully vested in their institutional
credits after seven years of contributory participation. Upon retiring, participants
in the Plan are entitled to pensions payable for life. Participants who joined the
Plan before January 1, 1982, may elect, instead of the preceding benefit, an
ordinary life annuity based on the value of the total sum standing to their credit in
their accounts. Alternatively, at their request, the Committee has the power to
substitute some other form of benefit of equivalent value.

1
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The Plan provides for minimum pension benefits. The minimum life pension for a
participant at age sixty-five, with not less than fifteen years of participation in the
Plan, is an annual amount equal to 2% of the average annual pensionable
remuneration for the thirty-six consecutive months of highest pensionable
remuneration within the last five years of remunerated participation, multiplied by
the number of years of participation up to a maximum of thirty, and 1 2/3%
additional for every year of participation in excess of thirty but less than forty. The
same method is used to determine the amount of the voluntary retirement pension
due to participants who elect that form of retirement which is applicable to
participants fifty-five years of age or older but less than sixty-five whose years of
participation and age, when addsd, total not less than eighty- five. Certain
reductions are made for retirement at an age less than sixty or participation of less
than thirty years when retiring at age less than sixty-five, if the participant does not
qualify for voluntary retiremesnt. The total of the accumulated funds in the Provident
Plan participanis’ individual accounts may only be withdrawn at the time of death,
iranster to the Pension Plan, or separation. Cost-of-living adjustments to pensions
are contemplated in the Plan.

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

Disability benefits - Participants with not less than five years of participation in the
Plan, whose services are, terminated because of physical or mental disability
receive annual disability benefits, in the form of a life pension, as defined in the
Plan. Participants who have less than five years of participation receive the total
of the accumulated funds in their accounts. A participant who joined the Plan
before January 1, 1982 may elect to be covered instead by alternative provisions
on disability retirement defined in the Plan.

Amendments to the Plan - Effective July 1st, 1980, following recornmendations of
the Retirement and Pension Commitlee, the General Assembly of the QAS
approved the following changes in the Retirement and Pension Plan:

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



- Authorized the Retirement and Pension Committee to grant cos-of-living
adjustmants of up to 3% per annum on annuities, subject to conditions set
forth in Resolution AG/RES 1051 (XX-0/20).

- Reduced from 15 to 7 the number of years of participation requirad ior &
participant to become entitled to withcdraw the entire amount of ihe
institutional credit upon leaving the service, and modified the vesii
schedule.

3

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

- Authorized payment of the respective personal credit to the beneficiariss
designated by a pariicipant who dies while in active service with no
surviving spouse or children.

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

- Repealed the rule that the surviving spouse may not continue 1o recaive an
annuity if he or she remarries.

- Incorporated the necessary provisions for the Plan to continue to erjoy the
status of a "qualified plan”

- Authorized the Retirement and Pension Committee to enter into agreemaris
with the boards of retirement plans of other international organizations and
member state governments to permit the transfer and continuity of pension
rights and the transfer of funds of participants who leave to work in iose
organizations or governments, or vice versa, as set forth in amended Fian.

. Several other amendments fo facilitate the application of the Plan wore
approved.

Income_tax status of the Fund
As an international crganization, the OAS is exempt from U.8. Fecers)
income taxes and such exemption applies to the Retirement and Pension Furicl of

the General Secretariat of the QAS.

Funding policy

The plans are funded by the General Secretariat, other affiliated agencies
and compulsory participants contributions at fixed percentages of annuel
pensionable remuneration.
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A portion of the income earned on the Retirement and Pension Fund's
investments is allocated semi-annually to Provident and Plan participants’ accounts
at rates determined by the Retirement and Pension Committee. The remaining
portion, if any, is retained in the Plan’s General Feserve for administrative
expenses and to ensure continued Plan stability. Interest credited to participants’
accounts was 5.5% and 13.75% in 1990 and 1989, respectively. Present
employee’s accumuleted contributions were $48,900,000 and $47,400,000 at
December 31, 1990 and 1989, respectively, including interest credited at rate
determined by the Commitiee, compounded semi-annually.

Investmenis

The Fund’s investment portfolio is managed by the State Street Bank of
Boston and The Northern Trust Company of Chicago, within the investment policy
guidelines established by the Retirement and Pension Committee.

The State Street Bank manages the equity and bond portiolios, including the
Dedicated Bond Porifolio. The Northern Trust Co. manages the shori-term
investment portfolio. The Northern Trust Co. is also the custodian of all the Fund's
securities, except for the funds in the Treasury Account of the General Secretariat
of the OAS.

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

PORTEOLIOS 1989

Short Term Fixed Term Eqguities Dedicated Total

FINANCIAL CATEGORIES

Short Tarm investmant $34,602285 § 1,166,172 $ 825608 $ 722,369 $ 37,316,434

U.S. Government

and Agency Issues 34,847,953 12,373,542 47,221,485
Cornorate Bonds 21,120,892 5,660 21,128,552
Municipalities Bonds 1,026,266 1,026,266

Miscellaneous Bonds
Preferrad Stock 20,685 20,685

Common Stock 85,771,157 85,771,157
Tofal  §$34,602,285 §$58,161,283 $86,623,110 § 13,095,911 $ 192,482,589
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PORTEOLIOS 1990

Short Term Fixed Term Equities Dedicated Total
FINANCIAL CATEGORIES

Short Term Investment $ 16,192,375 4,197,453 481,901 535,466 21,407,185
U.S. Gaovernmant

and Agency Issues 11,108,295 38,227,108 12,275,108 81,610,811
Corporate Bonds 7,046,250 15,180,757 22,227,007
Municipatities Bonds 948,249 §48,249
Miscellaneous Bonds 1,819,702 1,919,702
Preferred Stock 6,760 6,760
Common Stock 80,354,676 50,354,875

Total §34,346,920 $60,473,269 $80,853,337 $12810,574 § 188,484,100

These tables facilitate the understanding of the composition and nature of ihe
investment structure of the Fund. Also, beginning with this report, the listing of
investment assets in the Statement of Net Assets follows the classificaiion by
financial instruments in full compliance with generally accepted accounting
principles. Accordingly, the classification of said assets for 1989 has been adapted
to the new type of presentation only for the purpose of facilitating comparisons.

Investment valuation

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

Any asset not traded on an active market such as thinly traded issues are valued
by either obtaining a price from their issuer, a reputable private dealer, or from
pricing specialists. Quoted prices in active markets or prices otherwise determined
are provided by The Northern Trust Company. Investments for which fair values
were determined by means other than a quoted price in an active market anid net
appreciation (depreciation) for the year ended December 31, 1990, are as follows:
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Short Term Investrment

Common and preferred stocks

United States Government Obligations

Corporate bonds and debentures

Municipalities

Short Term Investment

Commeon and preferred stocks

United States Government Obligations

Corporate bonds and debenfures

Municipalities

Docember 31, 1990

net Appreciation (depreciation)

“Ciuoted Price
on Active Otherwise
Market Determined Total
$ (642,399) § 41,634 3 (600,765)
(6,949,874) 113,070 (8,836,804)
(319,891) (196,370) (516,261)
(598,741) 20,793 (577,948}
(49,369) (49,369)
$ (10,560,274) $ (20,873) $ (10,581,147)

December 31, 1989

__Net Appreciation {depreciation)

Quoted Price

on Active Otherwise
Market Determined Total

$ 788,128 $ 128,835 916,963
(500,656) 430,112 (70,544)
3,230,298 3,230,298
521,892 (7,030) 614,962
80,690 60,690

$ 4,200,452 $ 551,817 $ 4,752,369
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Plan termination

if the Plan is terminated, every participant, regardless of length of
participation, is entitled to all the contributions made on his or her behaif and the
increment thereon.

Except to compensate for any actuarial errors, no part of the General Secretariat
of the OAS’ coniributions to the Retirement and Pension Fund, or of the increment
thereon, shall revert to the general funds of the General Secretariat or be used for
any purpose other than the exclusive benefit of the pariicipants or their
beneficiaries.

Actuarial present value of accumulated plan benefits

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

The significant assumptions used in the valuation as of December 31, 1988, the
most recent in depth valuation date and the projected valuation information as of
December 31, 1990, were (a) life expectancy of participants (United Nations
Mortality Tables); (b) retirement assumptions {assumed 1.05-22% for ages 55-64
with 15 or more years of participation or immediately if older than 64); (¢)
investment return (an assumed annual rate of return of 9%, assumed 6% per
annum credited to retirement accounts semiannually); (d) retirement benefit
elections (the 1988 valuation assumed 30% of participants prior to January 1, 1982,
and 100% of subsequent participants elect a periodic annuity on retirement with
all such individuals commuting 1/3 of their benefits, the remaining assumed to
elect full commutation); (e) cost-of-living adjustment to annuities (the 1988 valuation
assumes that all cost-of-living adjustments granted to current and prospective
retirees will be funded directly by the Plan); (f) 2% salary increase in 1989, 3%
salary increase in 1990, 4% salary increase in 1991 and 5% salary increase in 1992
and thereafter; and (g) administrative expenses of 0.4%. In addition, the 1988
study, in view of the planned personnel adjustment, assumed that the work force
would decrease to 870 by March 31, 1989, thereafter rising to 900 over three
years, at which point it would remain leveled. The foregoing actuarial assumptions
are based on the presumption that the Plan will continue. Were the Plan to
terminate, different actuarial assumptions and other factors might be applicable in
determining the actuarial present value of accumulated plan benefits.
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The actuarial present value of accumulated Plan benefits determined at
December 31, 1988, the most recent in depth valuation date of the Plan, and the
projected benefit information for December 31, 1990, are shown in the. following

table:
December 31

1988 1989 1980
(US$ 1,000)
ACTUARIAL PRESENT VALUE OF
ACCUMULATED PLAN BENEFITS
Vested Benefits
Participants $118,878 $ 92,913 $ 98,057
Pensioners 21.481 24,292 23,407
Total vested benefits 140,359 117,205 126,464
Non vested benafits 2.532 1,879 2.079

Total actuarial present valus

of accumulated plan benefits $ 142,891 $ 119,184 $ 128,543

The reconciliation shown below sets forth the reasons for the increase in the total actuarial
present value of accumulated Plan benefits between December 31, 1989 and Decemnber 31,
1990; and between December 31, 1888 and December 31, 1989;

Years ended December 31

1989 1950
(US$1,000)

Total actuarial present value

of accumulated Plan benefits

at beginning of the year $142,891 $119,184
Increase (decrease) attributable to:

Interest earned on accumuiated Plan benefits 12,860 10,812

Benefits paid (44,938) (12,072)

Benefils accumulated 8,371 7,904

Amendments 2,715
Total actuarial present value of

Accumulated Plan benefits at

end of the year $119.184 $128,543
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The liabilities and assets were projected to December 31, 1880, by Buck Consuliant
Actuaries, using the valuation assumptions of the in-depth valuation as of December 31,
1988 plus relevant changes occurred since then: 1989 reduction in personiiel anc 1960
amendments to the Plan. The assumptions and methods used in the Decembar 31, 1568
valuation are consistent with those which would have been used had a full valuation boen
performed as of December 31, 1990.

Equity in the QAS Treasury Fund

All United States dollars available for use in carrying out the activities of the various funds
of the General Secretariat of the OAS are consolidated in the Treasury Fund, in which the
Retirement and Pension Fund maintains an equity to the extent of its cash balance retsined
therein. The Treasury Fund is administered by the General Secretariat. Amounis not
immediately required for operations are invested by the Treasury Fund and income eamed
thereon is added to the equity of the Retirement and Pension Fund in proportion to its equity
balance. '
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SECTION v
ROWE MEMORIAL BENEFIT FUND AND
LEOQ 8. 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.

ermnst & Young audited the financial statements of these trust funds at
December 31, 1980 and 1989 and for the years then ended, and the report
rendered on the statements of each fund is included in this report.

Rowe Memorial Benefit Fund

The Fund is administered by the Rowe Memorial Benefit Fund Committee.
At December 31, 1900, the Committee was composed of ex-officio members.

The assets of the Fund were accumulated (beginning in 1931) principally
by contributions received from Dr. Rowe during his lifetime and are held in trust to
provide certain welfare benefits to staff members of the General Secretariat.

Leo S. Rowe Pan American Fund

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

The Fund was established in 1948 as a trust in accordance with the will. of
Dr. Rowe. its purpose is to provide loans to students from member states other
than residents and citizens of the United States and to make loans to OAS
employees for educational purposas or in emergency situations.
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ROWE MEMORIAL BENEFIT FUND
FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 1920 AND 1989
WITH
REPORT OF INDEPENDENT AUDITORS
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?ﬁ QN.g-ﬁr& OUNG 1225 Connecticul Avenue, N.W. # Phone: 202 862 b6

Washinglon, D.C, 20036

Report of Independent Auditors

Board of BExternal Auditors
Organization of American Siates

We have audited the accompanying staternent of assets and fund balance of the Howa
Memorial Benefit Fund (the Fund) as of December 31, 1980 and 1989, and the ralatsd
statement of income, expenses and changes in fund balance for the years then anded.
These financial statements are the responsibility of the Fund’s managemsit.
responsibility is to express an opinion on these financial staternents based on our audis.

We conducted our audits in accordance with generally accepted auditing stancarcs.
Those standards require that we plan and perform the audit to obiain reascrable
assurance about whether the financial staternents are free of material misstaternent. An
audit includes examining, on a iest basis, evidence supperting the amounis il
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 & raasoniable
basis for our opinion.

in our opinion, the financial statements referred to above present fairly, in all matsrial
respects, the financial position of the Rowe Memorizl Benefit Fund at December 31, 1880
and 1989, and the results of operations and changes in fund balance for the ysars then
ended in conformity with generally accepted accounting principles.

April 16, 1991

V-5






ORGANIZATION OF AMERICAN STATES

ROWE MEMORIAL BENEFIT FUND
STATEMENT OF ASSETS AND FUND BALANCE

December 31,

1990 1989
Assets and Fund Balance
Equity in OAS Treasury Fund (Note 2) $ 4,951 $ 5110
Investments at cost (approximate market value of
$145,000 and $143,000 at December 31, 1890 and
1988, respectively) _‘ 138,320 127,385

Total assets and fund balance - $ 143,271 $ 132,495

STATEMENT OF INCOME, EXPENSES AND OTHER
CHANGES IN FUND BALANCE

Year ended December 31,

1990 1989

Income ,
Dividends and interest $ 7,432 $ 7,008
Capital gain distributions from mutual funds 3,504 6,236
Income from OAS Treasury Fund (Note 2) 440 534
11,376 13,808
Awards and other benefits (Note 1) 600 1,155
Net Increase during the year 10,776 12,650
Fund balance, begining of year 132,485 116,845
Fund balance, end of year $ 143,271 $ 132,495

See acompanying notes
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ORGANIZATION OF AMERICAN STATES

ROWE MEMORIAL BENEFIT FUND
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1990 AND 1989

Organization and Financing

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

Eguity in OAS Treasury Fund

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. £ach 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.

nvestments

investments are presented in the financial statements in the aggregate of the
lower of cost or market value as determined by the latest available published or
brokers’ prices. At December 31, 1890 and 1989, gross unrealized gains pertaining
to investments were $8,960 and $16,021, and gross unrealized losses were $1,890
and $930, respectively.

Employee Support Facility

In June 1889, the Fund Committee revoked its approval for partial funding
in the amount of $12,500 for construction of employee support facilities.
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Washington, 1.0, 2004

Report of Independent Auditors

Board of External Auditors
Organization of American States

We have audited the accompanying statement of assets, liabilities and fund balances of
the Leo S. Rowe Pan American Fund (ihe Fund) as of December 31, 1990 and 1889, and
the related staternent of income, expenses and changes in operating account fund
balance for the years then ended. These financial statements are the responsibility of the
Fund's management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with generally accepted auditing stancards.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material missiaterment. An
audit includes examining, on a test basis, evidence supporting the amounis and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluaiing the
overall financial statement presentation. We believe that our audits provide & reascnable
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,
1990 and 1989, and the results of operations and changes in operating account fund
balance for the years then ended in conformity with generally accepted accounting
principles.

April 16, 1991
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ORGANIZATION OF AMERICAN STATES

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

ASSETS
Equity in OAS Treasury Fund (Note 2)

Investments at cost (approximate market value at

December 31,1990 and 1989, respectively shown in

parentheses)

Equity investments and related mutual funds
($1,310,699 and $2,827,302)

Fixed income securities and related mutual funds
($4,409,882 and $2,816,691)

Allowance for unrealized losses (Note 5)

Loans receivable (Note 3}
Students
Installments not yet due
Insiallments past due
Allowance for uncollectibles loans

Employees of the Organization of American States

LIABILITIES AND FUND BALANCES

Miscellaneous payable

Fund balances
Capital account

Operating account:

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

See accompanying notes
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Year ended Daecember 31

1990

$ 11,032

1,295,028

4,471,901

(46,347)
5,731,614

550,837
159,514
(84,542)

625,809
172,626

798,435
$6,5630,049

$ 74,024

1,000,000

5,502,372
$ (46,347

5,456,025

$6,530,049

. 1988

$ 15,463

3,167,064

2,878,589

{401,561)
5,659,455

519,644
158,837
(84,237)

504,344
128,370

720,714
$6,380,189

$§ 72,598

1,000,000

5,709,234
(401,661)

5,307,573
$6,380,169



ORGANIZATION OF AMERICAN STATES.

LEO S. ROWE PAN AMERICAN FUND
STATEMENT OF INCOME, EXPENSES AND CHANGES

IN OPERATING ACCOUNT FUND BALANCE

Income
Dividend and interest income
Capital gains distributions from mutual funds

Miscellaneous income

Expenses

Increase (decrease) in allowance for
uncollectible loans

Investment management and
custodian fees

Administrative expenses (Note 4)
l.oss on sale of investments

Other expenses

Net increase (decrease) during year
Fund balance, beginning of year

Fund balance, end of ysar

Year ended December 31

1990

$ 317,684
632

21,756
340,072

387

15,000
20,000
483,956

27,591
546,934

(206,862)

5,709,234

$5,502,372

See accompanying notes
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1989

$ 276,867
319,710

23,960
620,537

143

14,807

20,000

5,985
40,935

579,602
5,129,632

$5,709,234



ORGANIZATION OF AMERICAN STATES

LED S, ROWE PAN AMERICAN FUND
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1990 AND 1989

Organization and Financing

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

Equity in OAS Treasury Fund

All'U.S. dollars available for use in carrying out the activities of the various
funds of the OAS are consolidated in the Treasury Fund. Each fund administerad
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 notimmediately required for operations are invested. Income earned
by the Treasury Fund is added io the equity of each fund in proporiion i its
balance.

Loan Status
Non-interest bearing loans are granted to students, payable on various
terms not to exceed five years from the termination of the studies for which the

loans are granted. The Committee of the Leo S. Rowe Pan American Fund
(Committee) has extended the repayment dates for certain loans.
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The activity in the allowance for uncollectible loans was as follows:

1990 1989
Balance, beginning of year $84,237 $ 84,094
Write Off of Uncollectible loans (82)
Provision for uncollectible loans 387 _.._143
Balance, end of year $84.542 $ 84,237

In the opinion of the Committee, the allowance of $84,542 at December 31,
1990 is sufficient to provide for losses that may be incurred upon the ultimate
realization of these loans.

During 1990 and 1989 the Fund disbursed new student loans aggregating
approximately $181,000 and $212,000, respectively. The Fund received loan
repayments of approximately $149,000 and $145,000 in 1890 and 1989,
respectively.

New loans to employees for educational purposes or in emergency
situations aggregated $90,000 and $42,000 in 1990 and 1989 respectively. The
Fund received loan repayments of approximately $44,000 and $77,000.in 1990.and
1988 respectively. The interest rate on new employee loans granted in 1990 was.
10%. Interest rates on ouistanding loans granted in prior years varied from. 10.5%.
to 12%.

Administrative Expenses

The Committee authorized payments of $20,000 in both 1990 and 1989 to
the General Secretariat of the QAS as a reimbursement for a portion of costs.
incurred in the administration of the Fund. The accompanying financial statements
reflect approximately $20,400 in other expenses related to the services of a
contract employee in 1990. 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
availabl to measure the value of such contribution,

Investrents

hwvestments are presented in the financial statements in the aggregate of the
lower o cost or market value as determined by the latest available published or
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brokers' prices. At December 31, 1990 and 1989 cost exceeded market value by
$46,347 and $401,661, respectively. To reduce the carrying amount of the
investment to aggregate market, a valuation allowance was established within fund
balance.

At December 31, 1990 and 1988, gross unrealized gains pertaining 1o

investments were $119,320 and $150,189 and gross unrealized losses were
$165,667 and $551,850, respectively.
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Washingloa, 1.0, 2006

Report of Independent Audiiors

Board of External Auditors
Organization of American Siates

We have audited the accompanying statement of assets, liabilities and fund balance of
the inter-American Defense Board (the Board) as of Decamber 31, 1990 and 1888, and
the related statement of revenues, expenses and changes in fund balance, and changes
in financial position for the years then ended. These financial statements ere the
responsibility of the Board's management. Cur responsibility is to express an Opirion 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 statemenis are free of material misstatement. An
audit inciudes examining, on a test basis, evidence supporting the amounis and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as gvaluating the
overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

As described in Note 4, the Board relies upon the Organization of American States (the
OAS) for funding a significant portion of its operating activities and is dependent upon the
continued financial support of the OAS, or its ability to obtain alternative sources of
funding. Board funding received from the OAS has decreased in recent years dus to the
deteriorating financial condition of the OAS. However, the Board received from OAS an
additional $503,000 in general purpose funding in 1990 over the 1989 level and OAS
support for 1991 is currently appropriated to be at the same level as in 1980,

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Board at December 31, 1990 and 198€, and the
results of its operations and its changes in financial position for the years then ended in
conformity with generally accepted accounting principles.

April 4, 1891
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ORGANIZATION OF AMERICAN STATES

INTER-AMERICAN DEFENSE BOARD

STATEMENT OF ASSETS, LIABILITIES, AND FUND BALANCE

ASSETS
Current asseis:

Cash and cash equivalents
Prepaid expenses and other assets
(Net of allowance for doubtfull

accounts of $41,320 in 1989)

Total current assets

Property and equipment, at cost:
Furniture and equipment (Note 5)
Vehicles

Less accumulated depreciation

Net property and equipment
Total Assets

LIABILITIES AND FUND BALANCE

Current llabiiities:
Accounts payable
Accrued leave (Note 2)

Total current liabilities

Undesignated fund balance (Nota 6)
Total liabilities and fund balance

December 31,

1990

$ 917,994

26,574
944,568

622,000
11,891

633,891
356,250
277,641
$1,222,209

$ 37,996
227,685

265,681

956,528
$1,222,209

See accompanying notes

_ 1888

$ 815,627

27,438
843,115

528,253
11,881

540,144
257,265
242,879
$1,085,994

$ 33,659
249,535

283,194

802,800
$1,085,994



ORGANIZATION OF AMERICAN STATES

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

IN FUND BALANCE

Revenue:

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

Special contributions (Note 4)
interest and other income
Total revenue

Expenses:
Personnel expenses
Building and maintenance
Building renovation
Equipment and supplies
Other general and administrative costs
Travel
Depraciation
Printing and reproduction

Contracts
Total expenses

Excess of revenue over
expenses before writedown of equipment

Writedown of equipment (Note 5)

Excess of revenue over expenses
Fund balance, beginning of year

Fund balance, end of year

See accompanying notes
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Year ended December 31,

1990 1989
$2,458,700 $ 1,955,400
510 827,028
69,044 71,962
1,959,626 1,865,404
63,487 74,883
5,895
112,534 101,470
85,925 63,715
26,809 8,062
68,302 47,568
28,378 26,671
29,465 31,323
153,728 431,812
87,328
153,728 364,284
802,800 438,516
$ 956,528 $ 802,800



ORGANIZATION OF AMERICAN STATES

INTER--AMERICAN DEFENSE BOARD
STATEMENT OF CHANGES IN FINANCIAL POSITION

Sources of cash and cash equivaients:

Excess of revenue over expenses
Decrease in other assets

Increase in accounts payable

Net disposals of property and equipment

ltems not involving use of cash:
Depreciation

Uses of cash and cash equivalents:

Increase in other assets
Decrease in accounts payable
Decrease in accrued leave
Decrease in deferred income

Net acquisitions of property and equipment

Net increase in cash and cash equivalents
Cash and cash equivalenis at beginning of year
Cash and cash equivalents at end of year

See accompanying notes
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Year ended December 31,

1990 1989
$ 153,728 $ 364,284
914
4,337
34,482
68,302 45,969
227,281 444,735
1,088
51,568
21,850 44,018
8,438
103,064
124,914 105,090
102,367 339,645
815,627 475,962
$ 917,994  § 815,627




ORGANIZATION OF AMERICAN STATES

INTER-AMERICAN DEFENSE BOARD
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1990 AND 1989

Organization

The Inter-American Defense Board (the Board) was established on March
30, 1942 and was designaied, 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 establishmen:s. ts
mission is {0 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. #s primary goal is the preparation of future military and civilian
leaders for their role in hemispheric security.

summary of Sianificant Accounting Policies

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

Denreciation - Depreciation expense is recognized using the straight-line method
over gstimated useful lives as follows: Furniture and equipment - 5 {0 10 vears,
and vehicles - 5 years.

In-Kind Contributions - Significant contributions are received by the Board from the
Crganization of American States (0AS) and member couniries 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
faciliies or services inasmuch as the Board deems it impractical 1o measure the
value of such contributions.

Emplovee bensfits - The Board provides certain benefits to its emplovees, which
accrue io them during periods of employment and are payable upon separation.
All employees are entitled to accrued vacation; certain other employees receive
terminai pay, merit awards and special leave. The payments made during 1990 and
1988 for these benefits amounted to approximately $63,000 and $64,000,
respeciivaly.
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Income taxes - The Board is a public international organization, and as such is
exempt from paying income tax.

Pension Plan

Substantially all of the employees of the Board pariicipate in a definad
benefit multi-employer pension plan (Plan) administered by the Retirement and
Pension Committee of the Organization of American States. Contributions o the
plan by the Board and employees are based on fixed percentages of annual
pensionable salaries. Pension expense aggregated approximately $252,000 and
$249,000 in 1980 and 1989, respectively.

Funding

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

Funding received from the OAS in the form of direct cash contributions increased
from $1,855,400 in 1989 to $2,458,700 in 1990. Contributions for 1981 are
currently appropriated by the OAS at the same level as in 1990. The Board ralies
upon the OAS for funding a significant portion of its operating activities and is
dependent upon the continued financial support of the OAS, or its ability to cbiain
alternative sources of funding.

The headquarters of the Board is a building owned by the General Secretariat of
the OAS. Expenditures incurred for building renovation and improvements are not
capitalized by the Board since the building is owned by the OAS. Buiiding
renovations and improvements amounting to $5,895 were incurred and expsnssd
by the Board during 1989. None were incurred in 1990.

Furniture & Equipment

In April 1990, the Board settled a dispute with a contractor relating to the
installation of a simultaneous interpretation systemn. In connection with the
settlement, the parties obligations were cancelled and existing claims droppead. The
Board has determined that an aggregate of approximately $72,000 in capitatized
costs relating to payments previously made for the simultaneous translation system
are not of continuing benefit to the Board. Such assets have been reilected at nat
realizable value in the 1989 financial statements.
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Contingency

in 1985, the OAS contracted for the renovation of the building ocoupied by
the Board, as well as for the constructiion of a separate annex. Two years into the
renovation, the OAS terminated the contract, citing breach of duties by the builder.
The construction was never completed by the builder, and additional coniractors
were hired by the Board to complete the job. In 1989, the builder filed a claim for
unpaid costs and elected the arbitration clause contained in the coniract with the
OAS to setile the claim. In the opinion of management and OAS counsel, the
possibility of the builder prevailing is remote.

The CAS has requested the Board to fund the costs of the arbitration from
its operating funds. Such costs are estimated to amount to approximate $103,000.
The Board paid $25,000 in 1990 with the balance still expected to be paid in future
years from operating amounts to be funded by the OAS.
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Washingtom, D.CL 200560

Report of Independent Auditors

Board of External Auditors
Organization of American States

&,

We have audited the accompanying statement of assets, liabilities and fund
balance of the Fund for the International Commission of Support and Verification of the
Organization of American States (the Fund), pursuant to the agreements belwesn the
Organization of American States (the QAS), the United States Department of State and
the United States Agency for International Development (the Agreemenis), as of
December 31, 1980, and the related statement of activity and changes in fund balance
for the period from February 27, 1990 (inception) to Decamber 31, 1990. These financial
statements are the responsibility of the Fund’'s management. Our responsiziity s o
express an opinion on these financial staternents 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 reasonabls
assurance about whether the financial statements are free of rmaterial misstatemant. An
audit includes examining, on a test basis, evidence supporiing the amounis and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

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

In our opinion, the financial statements referred to above present fairly, in all material
respecis, the financial position of the Fund at December 31, 1990, and its activity and iis
changes in fund balance for the period from February 27, 1890 (inception) to December
31, 1890 on the basis of accounting described in Note 2.
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&l FRNST & YOUNG

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 o
account for the assets, liabilities and fund balance and the support, revenues and
gxpenses of the Fund pursuant to the Agreements.

May 7, 1991
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ORGANIZATION OF AMERICAN STATES
INTERNATIOMNAL COMMISSION OF SUPPORT AND VERIFICATION

STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE
AS OF DECEMBER 31, 1980

USA—State
Department
AlD and others Combined
ASSETS '
Cash and Equity in OAS Treasury Fund (Note 3) $ 39,781 § 5,526,188 § 5,565,068
Deferred Charges 230 230
Other Assels 336,003 336,008
Inventory on hand 1,807,322 1,807,322
$ 40,011 $ 7,669516 $ 7,708,529
LIABILITIES AND FUND BALANCE
Unliquidated Obligations $ 5878,109 $ 5,878,109
Accounts Payable $ 40,011 205,755 245,766
Fund Balance 1,585,654 1,605,654
$ 40,0011 $ 7,669,518 $ 7,709,528
STATEMENT OF ACTIVITY AND CHANGES IN FUND BALANCE
FROM INCEPTION (February 27, 1890) TO DECEMBER 31, 1990
USA-Siate
Departiment
AlD and others Combined
Increases
United States contribution $1,376,790 $24,550,000 $25926,790
Venezuela contribution 10,000 16,000
Republic of Cyprus contribution 2,000 2,000
European Economic Community contribution 126,550 126,550
OAS Treasury Fund income 28,888 225,561 255,440
1,406,678 24,814,111 26,320,789
Decreases
Obligations and Expenditures
Operational Costs 212,344 4,128,347 5,040,691
Transportation 4,254 1,227,348 1,231,602
Food 401,411 6,103,709 6,505,120
Clothing 42,885 1,137,311 1,180,196
Kitchen Utensils 376,076 376,076
Personal Hygiene 15,8906 53,503 69,389
Construction Material and Tools 3,637,262 3,637,262
Agricultural Tools 1,344,910 1,344,910
Negotiation, Land Survey other 104,386 104,388
Special Reconstruction Projects 473,185 479,185
Cash {o Demobilized 979,830 679,830
Nicaraguan Repatriation Instituie 360,000 360,000
Phase ll Distribution and Delivery 148,520 148,360
Pan-American Health Organization 1,733,000 1,733,000
Resettlement of Disabled 1,515,000 1,515,000
1,376,790 23,328,457 24,705,247
interest due to contributor 29,888 29,888
, 1,406,678 23,328,457 24,735,135
Fund balance at end of period $ — $ 1,585,654 $ 1,585,654

See accompanying notes
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ORGANIZATION OF AMERICAN STATES

FURD FOR THE INTERNATIONAL COMBMISSION OF SUPPORT AND VERIFICATION

NOTES TO FINANCIAL STATEMENTS
DECERMBER 31, 1590

Qrganization

On August 7, 1989, the five Ceniral American Presidents met in Tela,
Honduras, and entered into what is commonly known as the Tela Agreemsnt
(Agresment).

The Agreement provides for the demobilization and voluntary repatriation or
relocation into Nicaragua and third countries of the members of the former
members of the Nicaraguan Resisitance 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 fulfil the objectives of the agreement. This
commission is composed of the Secretaries General of the United Nations
(CIAV/UN) and of the Organization of the American States (CIAV/QAS).

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

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

The first funding of CIAV/OAS was provided by the United States
Government in March 1980.

Basis of Accounting

The accompanying financial statements have been prepared in accordance
with the Budgetary and Financial Rules of the OAS (Rules). The Rules provide the
basis for the accounting principles applied in the preparation of the financial
statements. The Rules wers adopted 10 meet budgetary and other requirements
of the OAS and, as such, results in accounting principles which vary in ceriain
material respects from generally accepted accounting principles. The significant
deviation from generally accepted accounting principles is as follows:

Unliguidated obligations in the Fund include amounts related to
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commitments resulting from offers made by the Fund to vendors to disburse
monies for the procurement of goods or services in futures periods. This amount
does not represent liabilities to unrelated third party commitments at December 31,
1990. It represents amounis anticipaied to be expended in the subsequent year
in the completion of the project,

Equity in OAS Treasury Fund

All U.S. dollars available for use in carrying out the activities of the various
funds of the OAS are consolidated in the 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 1o the equity of each fund in proportion to its
balance.

Inventory on Hand

Inventory consisting primarily of building materials, food and clothing is
valued at cost in the statement of Assets, Liabilities, and Fund Balance as of
December 31, 1920.

Funding

Within the framework of the Foreign Assistance Act and the Dire Emergency
Supplemental Appropriations Act of 1990, the Government of United States acting
through the U.S. Mission to the OAS, coniributed to CIAV/OAS during 1990 a total
of $24,550,000. In addition CIAV/OAS received contributions from the Government
of Venezuela in the amount of $10,000, Cyprus in the amount of $2,000, and from
the European Community Commission the amount of $128,000.

Status of the Commission

CIAV/OAS is currently 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, assistance
to members of the Resistance and their families and financial aid in the form of
cash.

Administrative support

The General Secretariat of the OAS has provided non reimbursable
administrative support in the form of personnel, communication and office space
to CIAV/QAS.
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Washington, D.C, 20036

Renort of independent Auditors

Board of External Auditors
Organization of American States

We have audited the accompanying statement of assets, liabilities and fund
balance of the Observation of the Electoral Process in Nicaragua Fund of the Organization
of American States (the Fund), pursuani io the Agreement bstween the Organization of
American States (the OAS), the United States Department of State and the United Agency
for international Development (the Agreements), as of Decernber 31, 1980 and 1988, and
the related statement of activity and changes in fund balance for the years then ended.
These financial statements are the responsibility of the Fund's rmanagement. 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 reauire 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 iest 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 staterment presentation. We believe that our audits provide a reasonable
basis for our opinion.

As described in Note 2, the financial statements of the fund have been prepared on the
basis of accounting practices prescribed by the Budgetary and Financial Rules of the
Organization of American States (which include the applicable financially-oriented General
Standards adopted by ihe General Assembly of the OAS) which is a comprehensive basis
of accounting other than generally accepied 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, 1980 and 1988 and its
activity and its changes in fund balance for the years then ended on the basis of
accounting described in Note 2.
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ERNST & YOUNG

As explained in Note 1, the financial statemenis being presented are only for the fund
referred 1o above, which was astablished by the OAS to account for the assets, liabilities
and fund balance and the support, revenues and expanditures of the Fund pursuant to
the Agreements.

As discussed in Note 5, the Fund has been effectively closed as of December 31, 1980,
with the exceplion of a payable to the donors for unused funds.

May 7, 1991
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ORGANIZATION OF AMERICAN STATES

OBSERVATION OF ELECTORAL PROCESS IN NICARAGUA

STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE

AS OF DECEMBER 31, 1990

United States

State December
AlD Department COMBINED 31, 1989
ASSETS :
Cash and Equity in OAS Treasury Fund
(Note 3) $ 49206 $ 17,513 $ 66719 § 340
Travel Advances 134,152
Other Assets 33,249
Deferred Charges 13,145
$ 49206 $ 17513 §$ 66,719 $ 180,886
LIABILITIES AND FUND BALANCE
Accounis Payable $ 49206 $ 17513 $ 66718 $ 350,162
Unliquidated Obligations 144,430
Fund Balance (313,706}
$ 49206 $ 175183 § 66719 $ 180,886
STATEMENT OF ACTIVITY AND CHANGES IN FUND BALANCE
FOR THE YEAR ENDED DECEMBER 31, 1990
United States
State December
AlD Department COMBINED 31, 1989
Increases
United States contributions $2,250,000 $§ 500,000 $2,750,000 $1,000,000
Finland government contribution 100,000
QAS Treasury Fund income (Note 3) 21,234 7,357 28,591 4,192
2,271,234 507,357 2,778,591 1,104,192
Decreases
Expenditures:
Honoraria 128,512 (20,323) 108,189 104,347
Travel 1,507,109 12,097 1,519,206 665,867
Documents 2,888 2,888 3,200
Equipment and Supplies 502,719 56,287 559,006 545,861
Rental and Repairs 64,864 (1,802) 63,062 42,898
Otner Cosis 177,328 (3,541) 173,787 48,725
2,383,420 42,718 2,426,138 1,417,898
Transfers and Returns (133,420) 143,876 10,156
Interest due to contributor 21,234 7,357 28,591
2,271,234 193,651 2,464,885 1,417,868
Net increase during period 313,706 313,706 {313,706)
Fund balance at beginning of period (313,706) (313,708)
Fund balance at end of period $ - $ - & - § (313,706)

See accompanying notes
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ORGANIZATION OF AMERICAN STATES

OBSERVATION OF THE ELECTORAL PROCESS IN NICARAGUA
MOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1880

Organization

On February 14 1288, the Central American Presidents ret in Costa del Sol,
El Salvador and entered into what is commonly known as the Tesoro Beach
Agreement (Agreement).

Within the framework of this Agreement, the President of Nicaragua,
announced a series of steps to reform the elactoral legislation in Nicaragua, ‘o ba
followed by a two phase process leading to popular elections for President, Vice
President, Representatives 1o the National Assembly, and rmunicipalities. The first
phase would allow for the preparation and organization of the political parties, and
the second phase would allow for political activity culminating with elections to be
held on February 25, 1990.

The Agreement also called for the invitation of international observars,
specifically delegations of the Secrstary General of the Crganization of American
States and the United Nations, to be present in all electoral districts to monitor the
freedom and fairness of activities during the two phases.

The Secretary General established the Observation of the Electoral Process
in Nicaragua Fund (The Fund) to account for the proceeds and disbursements
pursuarit to observation activities.

Basis of Accounting

The accompanying financial statements have baen 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 adopied to meet budgetary and other requirements
of the OAS.

Eauity in CAS Treasurv Fund

All U.8. doliars 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
Oretained therein. The Treasury Fund is administered by the General Secretariat,
and amounts not immediataly requirad for operations are invested. Income earned
by the Treasury Fund is added to the equity of each fund in proportion to its balance.
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Funding

In August 1989, the Congress of the United States appropriated and the
President signed into special legistation making available $1,500,000 to enable the
General Secretariat to monitor the freedom and fairness of the organization.
political activity, and election process leading to the election for President, Vice
President, and Representatives to the National Assembly, and municipalities.

On August 14, 1889 the General Secratariat of the OAS and the United
States Department of State entered into an Agreement which provided for the
disposition of the funds. During 1989, $1,000,000 was received by the OAS and
the balance of $500,000 was received in 1990. An additional $100,000 was
received from the Government of Finland in 1989 to support monitoring activities.

During 1990, additional funding for the purpose of monitoring the electoral
process was provided pursuant to the Cooperative Agreement between the Sapoa
Verification Commission (Commission) and the United States Agency for
International Development (USAID) signed on May 18, 1988. Originally, the
agreement called for USAID to provide $10,000,000 to support the activities of the
Commission. Because the Commission was not able to complete the peace
process as envisioned, on October 21, 1989, the President signed legislation
providing that $3,000,000 in unexpended funds originally designated for the
Commission could be reprogrammed to support free and fair elections in
Nicaragua. During 1980, the General Secretariat received $2,250,000 from USAID
for observation aciivities.

Unused Funds

As of December 31, 1990, the activities of the fund were completed, unused
funds will be returned to the donors.
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SECTION VI
FINANCIAL STATEMENTS
INTER-AMERICAN FUND FOR PRIORITY ASSISTANCE TO HAITI
WITH

REPORT OF INDEPENDENT AUDITORS
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Washington, [J.C. 20046

Report of independent Auditors

Board of External Auditors
QOrganization of American States

We have audited the accompanying staternent of assets, liabilities and fund balance of
the Inter-American Fund for Priority Assistance to Haiti of the Organization of American
States (the Fund) as of December 31,1990, 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 t0 express an opinion on
{hese financial statements based on our audits.

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

As described in Note 2, the financial statements of the fund have been prepared on the
basis of accounting practices prescribed by the Budgetary and Financial Rules of the
Organization of American States (which include the applicable financially-oriented General
Standards adopted by the General Assembly of the OAS) which is a 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, 1980, and its activity and its

changes in fund balance for the year the ended on the basis of accounting described in
Note 2.
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Ell ErNST & YOUNG

As explained in Note 1, the financial statements being presented are only for the fund
referred to above, which was established by the CAS to account for the assets, liabilities
and fund balance and the revenues and expenditures of the Fund.

May 7, 1991
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ORGANIZATION OF AMERICAN STATES

INTER—-AMERICAN FUND FOR PRIORITY ASSISTANCE TO HAITI

STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE

AS OF DECEMBER 31, 1990

ASSETS

Cash and Equity in OAS Treasury Fund (Note 3)
Other Assets

LIABILITIES AND FUND BALANCE

Unliquidated Obligations(Note 2)
Accounts Payable
Fund Balance

$ 771,339
28,024

$ 799,363

$ 417,596
109,965
271,802

$ 799,363

STATEMENT OF ACTIVITY AND CHANGES IN FUND BALANCE

FOR THE YEAR ENDED DECEMBER 31, 1990

Increases
United States State Department contribution
Venezuela confribution
- Canada contribution
France contribution
OAS Treasury Fund income

Decreases
Obligations and Expenditures
Honoraria
Travel
Equipment and Supplies
Rental and Repairs
Other Costs

Interest due to contributors

Net increase during period
Fund balance at beginning of period

Fund balance at end of period

See accompanying notes
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$1,000,000
100,000
160,813
114,545
65,043

1,440,401

124,427
911,177
437,799
15,075
246,026
1,734,504
65,043

1,799,547

(359,146)
630,948

$ 271,802



ORCANIZATION OF AMERICAM STATES

INTER-AMERICAN FUND FOR PRICRITY ASSISTANCE TO HAITI
MNOTES TO FINANCIAL STATEMENTS
DECEMEBER 31, 1990

Crganization

Based on Parmanent Council resolution CP/RES.441 (644/86) of February
14, 1986 entitled "Recent Events in Haiti", the Secretary General of the OAS
proposed to the foreign ministers of the member states the establishment of a
special Inter-Amarican Fund for Priority Assistance to Haiti (the Fundy), to augment
the resources assigned 1o this country in the regular program budget.

At its Sixteenth Regular Session in Guatemala, the General Assembly
approved resolution AG/RES.824 (Xv1-0/86), authorizing the establishment during
1987, of an Inter-American Fund for Priority Assistance to Haiti, and to request the
Government of Haiti 1o present diractly to the Secretary General cooperation
programs appropriate for assistance within the framework of the approved
programming guidelines.

The purpose of the Fund is to provide the Haitian people the fullest possible
assistance to strengthen the essential principles of representative democracy.

In 1987, upon the decision of the Government of Haiti to carry out
democratic elections, the General Secretariat utilized the resources of the Fund
towards the purchase of materials for the elections. These elections were
subsequently canceled.

In 1990 the Government of Haiti again called for democratic elections for
Presiclent, Vice President and members of the National Assembly to be held on
November 4, 1990. Through CP/RES.537 (805/20), the Permanent Council
recommended to the Secretary General to reactivate the Fund and organize a
mission o observe the November slections. The Government of Haiti formalized
the request to have an observer mission of the OAS during the electoral process
through an agreement signed on September 3, 1990.

Basis_of Accounting

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

Unliguidated obligations of the Fund include amounis related io
commitmenis resulting from offers made by the Fund to vendors to disburse
monies for the procurement of goods or services in futures periods. This amount
does not represent liabilities to unrelated third party commitments at December 31,
1989. It represents amounis anticipaiad 10 be expended in the subsequent year
in the completion of the project.

Eauity in OAS Treasury Fund

All U.S. dollars available for use in carrying out the aciivities 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.

Funding

Throughresolution AG/RES.824 (XV1-0/86) the General Assembly requested
the Permanent Council to determine the resources to constitute the fund. The
Permanent Council through CP/RES.466 (686/87) resolved 1o finance the fund
through a contribution of 5% of the naticnal technical cooperation program of each
member state for 1987 plus an additional contribution from the United States.
Approximately $950,000 was collected from national technical cooperation
programs and the U.S. contribution. During 1887, the General Secretariat
disbursed approximately $365,000 to purchase materials for the initially schaduled
elections.

Upon the decision of the Government of Haiii to carry out democratic
glections on Novembear 4, 1980, the Permanent Council through resolution
CP/RES.537 (805/90) authorized the Secretary General to reactivate the Fund and
draw from its funds in accordance with the original objectives.
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In order to strengthen the observer mission of the OAS assisting the electoral
process, various member and non-member couniries provided additional funding.
Among the contributors were the United States Department of Staie with
contributions of $1,000,000 in 1990 and $250,000 in 1991, the Government of
Canada with a pladge of $175,000, of which $164,000 was received during 1880,
the Government of France with $114,500, and the Government of Venezuela with
$100,000.
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